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Figure 7-8: Demand and Supply of Wheat I
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12. (Figure 7-8: Demand and Supply of Wheat TI) Whatis the equilibrium quantity in this wheat market?
2 12,000 bushels
b, 2,000 bushels
. 10,000 bushels
d 6000 bushels
e §.000 bushels

13. Frank’s Beans is 2 competitive producer of butter beans. If the price of kidney beans increases, a substitute
gooifnnkﬂpedslomc
an increase in the supply of butter beans.
b 2 decrace i both the demand and spply of bt beans
c. anincreasein the demand for butter beans.
& adecreasein the demand for butter beans.
e adecreasein the demand and an increase in the supply of bufter beans.
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Equilibrium in the market occurs at:

2. the only price where every consumer purchases the same mumber of units.

b the only quantity where the highest price consumers are willing to pay s the same as the
Towest price sellers are willing to accept.

<. atthe only price where quantity demanded is equal to zero.

& at prices where there s excess demand.

e, atthe only price where the quanity supplied is equal to zero.

‘The market for soybeans isinitially in equilibrium. Because of “mad cow disease,” producers decide to replace
bone meal with soybeans in catle feed. The lkely cffectis that:
2. the equilibrium price and quantity of soybeans will ise.
b the equilibrium price and quantity of soybeans wil fall
<. the equilibrium quantity of soybeans willrise, but we can' determine what will happen to
the equilibrium price.
4. the equilibrium price of soybeans willrise, but we cant determine what wil happen to the
e there s likely to be no impact on the soybean market.
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Figure 7-3: Supply and Demand in the Orange Juice Market
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16. Use the “Supply and Demand in the Orange Juice Market” Figure 7-3. Assume that a hurricane hits Florida.
In response, what would be the most likely equilibrium point in the orange juice market ilustrated?
a

ISR

b.
<.
d
e.

17. Consider the market for com. What happens if there is an increased demand for corn tortillas and, t the same
time, a new com seed becomes available that increased the per-acre yield dramaically?
a2 Price and quantity both decrease.
b, The changein price is uncertain, quaniity decreases.
. The changein price is uncertain, quaniity increases.
& Price increases, the change in quantity is uncertain.
e Price and quantity both increase.
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18, The market for corn is currently in equilibrium. Which of the foll owing is most likely to increase the.

equilibrium price of com?
2 abountiful harvest

b, increasing production of corn-based ethanol

. decreasing household incomes and corn is 2 normal good

& a subsidy given by the government to growers of com

. the price of soybeans, an alternative crop for many farmers, is rising.

19. Anincrease in demand and 2 decrease in supply will lead to a(n) in equilibrium quantity and a(n)
in equilibrium price.
Gecrease; decrease
uncertain change; increase
uncertain change; decrease
increase; uncertain change
increase; decrease.
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4. The market price of airline fights increased recently. Some economists suggest that the price increased
because there has been an increase in the number of business travelers. If the economists are correct, it must
be the case that:

2 supply increased.
b, supply decreased.
<. supply increased while demand also decreased.
4 demand decreased.
e demand increased.
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Equilibrium

Multiple Choice
Identify the choice that best completes the statement or cnswers the question.

1. Assume that comn is an input in the production of beef but not in the production of pork. Further, beefand pork
are substitutes. A decrease in the price of com will:
2. increase the supply of beef and increase the demand for pork
b, decrease the supply of beef and increase the demand for pork.
. decrease the supply of beef and decrease the demand for pork
4 increase the supply of beef and decrease the demand for pork.
e decrease the supply of beef and have no impact on the demand for pork.

Figure 7-1: Demand and Supply of Gasoline
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2. Use the “Demand and Supply of Gasoline” Figure 7-1. Given the equilibrium after a change in supply from S
o5y
2 atthe old price of $2.50, there will be pressure for the price to fall
b, the new price will be $2.00.
. the new quantity will be 600 gallons.
. the price will remain constant
. the new quantity wil be 100 gallons.
3. You notice that the price of DVD players falls and the quantity of DVD players sold increases. This set of
observations can be the result of the:
2. demand for DVD players shiffing to the right
b, demand for DVD players shifing to the left
<. supply of DVD players shiffing to the right.
& supply of DVD players shiffing to the Ieft
e simultancous shifiing of supply and demand to the left
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. Suppose the input costs associated with manufacturing hair-replacement medication decreases over time. This
would lead to:

a
b.
<.
d

an increase in the supply of such treatments, lower prices, and an increase in the
equilibrium quantity.

2 decrease in quantity supplied and lower prices.

an increase in demand and higher prices.

a decrease in the supply of such treatments, higher prices, and a decrease in the
equilibrium quantity.

2 decrease in demand and lower prices.

. A decrease in demand and a decrease in supply willlead to a(n) ______in equilibrium quantity and a(n)

It
a
b.
<
d
e.

in equilibrium price.
decrease; uncertain change
uncertain change; increase
uncertain change, decrease
increase; uncertain change
decrease; decrease

is certain that the equilibrium quantity willrise when:
supply stays the same and demand shifis to the left
supply shifs to the right and demand shifts to the left.
supply and demand both shift to the left.

supply shifts to the left and demand stays the same.
supply and demand both shift to the right.

Rice and potatoes are substitute goods. If the price of rice rises, and there s a bumper crop of potatoes, thenin
the market for potatoes one would expect that the:

a
b.
c
d

e

equilibrium price and quantity will both rise.
equilibrium price wil rise, while the equilibrium quantity falls.
equilibrium price and quantity wil both fal.

equilibrium price willrise, while the equilibrium quantity could fal, ise, or stay the

same.
equilibrium price would rise, fall, or stay the same while equilibrium quantity would rise.
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(Figure 7-6: Demand and Supply of Gasoline) The iitial price and quantiy (at intersection of §; 20d D. of

psdnu:muqlilibnmzz
$2.00 and 450 gallons.
$1.50 2nd 400 gallons.
$2.00 and 200 gallons.
$2.50 and 300 gallons.
$4.00 and 100 gallons.

‘market equilibrium is found t the:

price where quantity demanded exceeds quantity supplied.
price where quantity demanded equals quantity supplied.
price where quantity supplied exceeds quantity demanded.
‘highest price the market wil bear.

price where the demand curve intersects the vertical axis.
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Figure 7-6: Demand and Supply of Gasoline
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Price of Lemonade Number of Cups Demanded “Number of Cups Supplied
(per cup) Qd) Q9
550 250 25
$.75 200 50
SLO0 150 7
s125 100 100
5150 50 125
SL75 20 150
Table 7-3: The Lemonade Market

(Table 7-3: The Lemonade Marke) Ifthe price of a cup of lemonade is $1.00, what will exist in the market?
cquilibrium
a shortage of 150 cups

a shortage of 75 cups.
a surplus of 75 cups

2 shortage of 225 cups
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