Demand, supply, and market equilibrium
Difficulty LEVEL 2
1. The law of demand is illustrated when:
(A) higher natural gas prices cause gas companies to drill for new sources of natural gas
(B) an increase in price encourages more people to purchase an automobile because the quality of automobiles has risen
(C) an increase in the purchases of cell phones results from lower prices
(D) changing tastes cause more people to purchase diet cola
(E) lower oil prices cause oil companies to drill fewer oil wells
2. If people demand more honey when the price of tea falls, then honey and tea are:
(A) substitutes
(B) complements
(C) normal goods
(D) capital goods
(E) not related
3. Suppose yams and sweet potatoes are considered to be substitutes. Holding everything else constant, if the price of yams increases, then
(A) demand for sweet potatoes will increase
(B) demand for sweet potatoes will decrease
(C) demand for yams will increase
(D) demand for yams will decrease
(E) demand for both yams and sweet potatoes will decrease

4. If technological advance occurs that makes the production of cell phones more efficient, which of the following statements is true?
(A) The demand for cell phones will increase.
(B) The supply of cell phones will increase.
(C) The demand for cell phones will decrease.
(D) The supply of cell phones will increase.
(E) There will be no change in the demand or supply of cell phones.
5. A shift to the left of a supply curve is caused by
(A) an increase in worker productivity
(B) an increase in consumers’ income
(C) a increase in the cost of a productive input
(D) a decrease in the price of a substitute good
(E) an advancement in technology needed to produce the good
The following question refers to the diagram below, which shows the demand and supply of sandwiches per week.
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6. At a market price of $7, which of the following conditions will occur?
(A) Shortage of 40 sandwiches
(B) Shortage of 20 sandwiches
(C) Market equilibrium
(D) Surplus of 20 sandwiches
(E) Surplus of 40 sandwiches
7. Suppose the population in an economy were to increase. Which of the following would occur?
I. Equilibrium price would increase.
II. Equilibrium quantity would increase
III. Equilibrium quantity supplied would increase.
(A) I only.
(B) II only.
(C) III only.
(D) I and II only.
(E) I, II, and III.
8. Which of the following changes will definitely result in an increase in both the equilibrium price and quantity of a good?1
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Supply 	Demand
(A) Increase	IncreaseAnswers

(B) Increase 	No change
(C) No change 	Increase
(D) Decrease 	Increase
(E) [bookmark: _GoBack]Decrease 	Decrease
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