1. 1. The annual Supply and demand for the Paper Firm is given by: 
 

QS = 100P - 5000

and

QD = 0.5 I + 0.2 A  - 100P + 5000

where Q is the quantity per year, P is price, I is income per household, and A is advertising expenditure.

 

a.   If A = $10,000 and I = $25,000, what is the demand curve?

b.   Plot the demand curve found in part a with the supply curve, then use the graph to find the equilibrium price and quantity.

c. If consumer incomes increase to $30,000, what will be the new equilibrium price and the new equilibrium quantity?

	2. What will be the effect on the demand curve, and what will happen to market equilibrium price and quantity in the short run if, Consumers expect that the price of the good will be higher in the future. (Points : 2) 
      
[image: image1.wmf]Demand increases ; equilibrium price and quantity increase.
      Demand increases; equilibrium price decreases and quantity increases.
      [image: image3.wmf]Demand decreases; equilibrium price and quantity fall.
      [image: image4.wmf]Demand increases; equilibrium price and quantity remain unchanged.
      [image: image5.wmf]This is a movement along the demand curve, and the quantity demanded will decrease
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	3. From 2001 to 2004, the real price of eggs decreased and the total annual consumption of eggs decreased. Which of the following would cause an unambiguous decrease in the real price of eggs and an unambiguous decrease in the quantity of eggs consumed? (Points : 2) 
      [image: image10.wmf]A shift to the right in the supply curve for eggs and a shift to the right in the demand curve for eggs.
      [image: image11.wmf]A shift to the left in the supply curve for eggs and a shift to the right in the demand curve for eggs.
      [image: image12.wmf]A shift to the left in the supply curve for eggs and a shift to the left in the demand curve for eggs.
      [image: image13.wmf]None of the above.
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	4. Industry supply and demand are given by: QD = 1000 - 2P and QS = 3P. At a price of $100, will there be a shortage or a surplus, and how large will it be? (Points : 2) 
      [image: image18.wmf]There will be a surplus of 100
      [image: image19.wmf]There will be a shortage of 300
      [image: image20.wmf]There will be a shortage of 500
      [image: image21.wmf]There will be a surplus of 800
      [image: image22.wmf]There will be a surplus of 600
      [image: image23.wmf]none of the above
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	5. Holding all else equal, if supply increases, the: (Points : 2) 
      [image: image28.wmf]equilibrium price will decrease while the quantity produced and sold could increase, decrease or remain constant.
      [image: image29.wmf]quantity produced and sold will increase while the equilibrium price could increase, decrease, or remain constant.
      [image: image30.wmf]equilibrium price will increase while the quantity produced and sold could increase, decrease or remain constant.
      [image: image31.wmf]none of these.


[image: image32.wmf]

0



 HTMLCONTROL Forms.HTML:Hidden.1 [image: image33.wmf]

1160119494



 HTMLCONTROL Forms.HTML:Hidden.1 [image: image34.wmf]

MultipleChoice



 HTMLCONTROL Forms.HTML:Hidden.1 [image: image35.wmf]

24


	


[image: image36.wmf]

0



 HTMLCONTROL Forms.HTML:Hidden.1 [image: image37.wmf]

1160119495



 HTMLCONTROL Forms.HTML:Hidden.1 [image: image38.wmf]

MultipleChoice



 HTMLCONTROL Forms.HTML:Hidden.1 [image: image39.wmf]

20


	


[image: image40.wmf]

0



 HTMLCONTROL Forms.HTML:Hidden.1 [image: image41.wmf]

1160119496



 HTMLCONTROL Forms.HTML:Hidden.1 [image: image42.wmf]

MultipleChoice



 HTMLCONTROL Forms.HTML:Hidden.1 [image: image43.wmf]

22


	8. From 2000 to 2010, the real price of a college education increased, and total enrollment increased. Which of  the following could have caused this increase in price and enrollment? (Points : 2) 
      [image: image44.wmf]A shift to the right in the supply curve for college education and a shift to the left in the demand curve for college education.
      [image: image45.wmf]A shift to the left in the supply curve for college education and a shift to the right in the demand curve for college education.
      [image: image46.wmf]A shift to the left in the supply curve for college education and a shift to the left in the demand curve for college education.
      [image: image47.wmf]None of the above.
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	9. What will be the effect on the demand curve, and what will happen to market equilibrium price and quantity in the short run if the price of the product rises? (Points : 2) 
      [image: image52.wmf]This is a movement along the demand curve, and the quantity demanded will decrease.
      [image: image53.wmf]Demand decreases; equilibrium price and quantity increase.
      [image: image54.wmf]Demand decreases; equilibrium price and quantity fall.
      [image: image55.wmf]Demand increases; equilibrium price falls and quantity increases.
      [image: image56.wmf]Demand decreases; equilibrium price falls and quantity increases.
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	10. What will be the effect on the demand curve, and what will happen to market equilibrium price and quantity in the short run if, a medical report is published showing that this product is hazardous to your health? (Points : 2) 
      [image: image61.wmf]Demand decreases; equilibrium price and quantity fall.
      [image: image62.wmf]Demand increases; equilibrium price and quantity increase.
      [image: image63.wmf]Demand decreases; equilibrium price and quantity remains the same.
      [image: image64.wmf]Demand increases; equilibrium price falls and quantity increases.
      [image: image65.wmf]This is a movement along the demand curve, and the quantity demanded will decrease.
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	11. What will be the effect on the demand curve, and what will happen to market equilibrium price and quantity in the short run if, the price of a substitute good rises. (Points : 2) 
      [image: image70.wmf]This is a movement along the demand curve, and the quantity demanded will remain the same
      [image: image71.wmf]Demand increases; equilibrium price and quantity increase.
      [image: image72.wmf]Demand decreases; equilibrium price and quantity fall.
      [image: image73.wmf]Demand decreases; equilibrium price remains the same and quantity increases.
      [image: image74.wmf]Demand remains constant; equilibrium price and quantity fall.
      [image: image75.wmf]This is a movement along the demand curve, and the quantity demanded will decrease.
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	12. PetroChemical engineers can vary the mix of gasoline versus diesel fuel derived from a barrel of oil. If the price of diesel fuel increases relative to the price of gasoline: (Points : 2) 
      [image: image80.wmf]supply of gasoline will shift to the right.
      [image: image81.wmf]supply of gasoline will shift to the left.
      [image: image82.wmf]supply of both diesel fuel and gasoline will shift, but in opposite directions.
      [image: image83.wmf]supply of diesel fuel will shift to the right.
      [image: image84.wmf]None of these
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	13. What will be the effect on the supply curve, and what will happen to market equilibrium price and quantity in the short run, if: the price of the product falls? (Points : 2) 
      [image: image89.wmf]Supply decreases; equilibrium price rises and quantity falls.
      [image: image90.wmf]Supply increases; equilibrium price falls and quantity rises.
      [image: image91.wmf]This is a movement along the supply curve, and the quantity supplied will decrease.
      [image: image92.wmf]Supply remains the same; equilibrium price falls and quantity rises.
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	14. What will be the effect on the demand curve, and what will happen to market equilibrium price and quantity in the short run if, Consumer incomes fall, and the good is inferior. (Points : 2) 
      [image: image97.wmf]Demand decreases; equilibrium price and quantity remain the same.
      [image: image98.wmf]Demand increases; equilibrium price decreases  and quantity increases.
      [image: image99.wmf]Demand decreases; equilibrium price and quantity fall.
      [image: image100.wmf]Demand increases; equilibrium price and quantity increase.
      [image: image101.wmf]This is a movement along the demand curve, and the quantity demanded will decrease.
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	16. What will be the effect on the supply curve, and what will happen to market equilibrium price and quantity in the short run, if: there is an improvement in technology. (Points : 2) 
      [image: image110.wmf]Supply decreases; equilibrium price rises and quantity falls.
      [image: image111.wmf]Supply increases; equilibrium price falls and quantity rises.
      [image: image112.wmf]This is a movement along the supply curve, and the quantity supplied will decrease.
      [image: image113.wmf]Supply remains the same; equilibrium price rises and quantity rises.
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	17. What will be the effect on the supply curve, and what will happen to market equilibrium price and quantity in the short run, if: Wages of workers in this industry fall? (Points : 2) 
      [image: image118.wmf]Supply decreases; equilibrium price rises and quantity falls.
      [image: image119.wmf]Supply increases; equilibrium price falls and quantity rises.
      [image: image120.wmf]This is a movement along the supply curve, and the quantity supplied will decrease.
      [image: image121.wmf]Supply remains the same; equilibrium price falls and quantity rises.
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	19. What will be the effect on the demand curve, and what will happen to market equilibrium price and quantity in the short run if, Consumer incomes fall, and the good is normal. (Points : 2) 
      [image: image130.wmf]Demand increases ; equilibrium price falls and quantity increases.
      [image: image131.wmf]Demand increases; equilibrium price and quantity increase.
      [image: image132.wmf]Demand decreases; equilibrium price and quantity fall.
      [image: image133.wmf]Demand increases; equilibrium price and quantity increase.
      [image: image134.wmf]This is a movement along the demand curve, and the quantity demanded will decrease.
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	21. Industry supply and demand are given by: QD = 1000 - 2P and QS = 3P. At a price of $300, will there be a shortage or a surplus, and how large will it be? (Points : 2) 
      [image: image143.wmf]There will be a surplus of 100
      [image: image144.wmf]There will be a shortage of 300
      [image: image145.wmf]There will be a shortage of 500
      [image: image146.wmf]There will be a surplus of 800
      [image: image147.wmf]none of the above
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