1. What are three reasons for the downward slope of the demand curve?
Reason 1:

Reason 2:

Reason 3:
2. True or False. An increase in the price shifts the whole demand curve to the left. 
3. List 3 shifters/determinants of supply.
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Answers
1. Diminshing marginal utility
[bookmark: _GoBack]Income effect – as price decreases you have more money to spend on all goods
Subsitution effect – as price decreases, you buy more of the cheaper good and less of other goods

2 False

3 Price of materials
Subsidies/taxes
Technology

	1
	E
	6
	B
	11
	A
	16
	E
	21
	B
	26
	C
	31
	B
	36
	A

	2
	B
	7
	A
	12
	D
	17
	C
	22
	A
	27
	D
	32
	B
	37
	E

	3
	B
	8
	C
	13
	D
	18
	D
	23
	D
	28
	E
	33
	D
	38
	B

	4
	C
	9
	B
	14
	C
	19
	B
	24
	B
	29
	B
	34
	B
	39
	E

	5
	E
	10
	E
	15
	C
	20
	B
	25
	E
	30
	A
	35
	B
	40
	A
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apples will decrease due to higher apple prices.
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tastes and preferences for
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equilibrium for

quanity demanded of

‘What would happen in the market for canned pinto beans if your income increases?

peapop

pepon

Demand increases if pinto beans are an inferior good.
Demand increases if pinto beans are anormal good.
‘Supply increases if pinto beans are an inferior good.
‘Supply increases if pinto beans are anormal good.
Demand decreases if pinto beans are an inferior good.

‘negative relationship between the quanity demanded and price is called the law of

demand.

‘marginality

efficiency.

supply.

increasing marginal cost.

‘The law of demand is illustrated by a demand curve that is:

papop

‘horizontal.
downward-sloping.
vertical.
upward-sloping.

2 U-shaped curve,

‘The law of demand implies that:

‘consumers do not respond to price changes.
‘consumers will buy more at lower prices.

sellers will offer more to the market at higher prices.
sellers will offer less to the market at lower prices.

a
b

c

q

. consumers will buy less at lower prices.
The

demand curve for running shoes has shified to the right. What could have caused it?
2 decrease in the price of running shoes

an increase in the price of running shoes

an increase in the supply of running shoes

an increase in the income of buyers of running shoes if running shoes are normal goods.
‘2 medical report that concludes that running canses arthritis n the joints.
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36.

37.

38,
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40.

‘When the price of a good increases and the quantity demanded decreases, this is ofien referred to as:
efficiency.

the law of demand.

the supply schedule.

the production possibilities fronier.

the budget constraint.

‘Suppose oranges and clementines are considered to be substitutes. Holding everything clse constant, if the
price of oranges increases, then the:

papop

a
b, demand for clementines will decrease.

<. demand for oranges will increase.

4. demand for oranges will decrease.

. demand for both oranges and clementines wil decrease.

Holding everything else constant, if the price of X decreases and the demand for Y increases, then this most
likely means that X and Y are:

2 cfficiency goods.

b, subsifutes.
<. inferior.

4. normal.

e complements.

Good X and Good Y are substitutes. Holding all other things constant, this means that when the price of
Good X increases, the:

demand for Good X will increase.

demand for Good Y will increase.

demand for both Good X and Good ¥ will increase.

demand for Good Y will decrease.

demand for Good X will decrease and demand for good Y willincrease.

‘The demand for  good will increase if.
2. thereis a decrease n the price of the good.

b, the price of inputs needed in the production of the good decrease
. thereis anincrease in the mumber of sellersin this market.
q
e

papop

the price of a complementary good increases.
thereis an increase in the mumber of consumersin this market.

The horizontal summation of individual demand curves for a particular product, holding the quantity
demanded constant is referredto as:

2 market demand.

b, market supply.

<. complements in production.

4. subsitutes in production.

e total production possibilities
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‘The Kansas market for corn is considered a competitive market. This means there are buyers and.
sellers of corn in Kansas.

2 many, few

b, few; many

<. many; one or two

4 few: few

e many; many

‘Which of the following factors cause amovement along the demand curve?
2. change in the prices of related goods

b, change in the price of the good

<. change in the population

4. ‘both 2 change in the price of the good and a change in the population
e change in the popularity of the good

Raclette is a popular wintertime dish in Switzerland. It s essentially melted Raclette cheese over boiled new.
potatoes. If the price of this cheese decreased, we would expect:

2 anincrease in demand for the cheese.

b, anincrease in demand for new potatoes.

. there o be no effect on the demand for either the cheese or the new potatoes.

4. anincrease in demand both for the cheese and for the new potatoes.

e, adecrease in the demand for new potatoes

1f goods A and B are subsitutes, a decrease in the price of good B wil:
increase the demand for good A.

increase the demand for good B.

decrease the demand for good A

increase the demand for good B and decrease the demand for good A.
increase the quaniity of good B demanded and increase the demand for good A

papop

1f goods A and Z are complements, an increase in the price of good Z will:
increase the demand for good A.

increase the quaniity of good Z demanded and decrease the demand for good A.
decrease the demand for good Z.

decrease the demand for good A and decrease the demand for good Z.
decrease the demand for good A

peapop

‘Suppose you manage 2 comer grocery store. If peanut butter is an inferior good, what do you suppose would
‘happen to the price 2nd quantity of peanut buter 2s incomes fall during 2n economic recession?

2. The price would increase and the quantity would decrease.

b, The price and quantity would both increase.

. The price and quantity would both decrease.

4. The price would decrease and the quantity would increase.

. The price would decrease with no change in the quantity.
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7. A newspaper story recently reported that the price of new cars has decreased, and the quantity of new cars
Sold has dropped. The price and quanity changes were probably caused by:
2. adecrease in buyers incomes and new cars are normal goods.
b, anincrease in buyers incomes and new cars are normal goods.
<. anincrease in production costs.
4. a decrease in production costs.
. the price of gasoline has decreased

8. Over the past several years, consumer tastes for tattoos have increased. This means that the for
tattoos has

quantity demanded; increased.

demand; decreased

demand; increased

quantity demanded; decreased

demand; remained the same

A good is inferior if:
2. when income increases, the demand remains unchanged.
b. when income increases, the demand decreases
c
q
e

papop

‘when income increases, the demand increases.
income and the demand are unrelated.
‘when income decreases, the demand decreases.

Figure 5-1: Demand for Coconuts.

Price
of
coconuts

D3 Dy D2

Quantity of coconuts

10. Use “Demand for Coconuts” Figure 5-1. If a coconut is 2 normal good and the price of cocomuts increases,
then the movement that would take place in the model could be:
a AtB
b BtoE
¢ Ctod
d EwB
e Btod




image3.png
11. Use the “Demand for Coconuts” Figure 5-1. If there is an overall increase in taste and preference for
‘coconuts, then the movement that would take place in the model could be:

AtwC

Btod

Ctod

BuE

At0B.

papop

12. Use the “Demand for Coconuts” Figure 5-1. If coconuts are considered a normal good and there is an
expectation on the part of consumers that the prices of coconuts willrise sigificantly in the near future, then
the movement that would take place in the model could be:

Ctod

AtoB

BtoE

EtoB.

Btod

peapop

13. A decrease in the price of eggs will result in a(n):

a2 increase in the demand for eges.
b, increase in the supply of eggs.
c. greater quantity of eggs supplied.
d. greater quantity of eggs demanded.
e decreasein the demand for eges.
‘Quantity Demanded (bags per month)

Price per Bag George. Barbara Dan
$0.90 10 [ 60
0.80 15 10 80
0.70 20 20 100
0.60 25 30 120
0.50 30 40 140
0.40 35 50 160
030 40 60 180

Table 5-1: The Demand for Chocolate-Covered Peanuts

14. Use Table5-L. If the price of chocolate-covered peamits is $0.60 the quantity demanded by George is
bags permonth.

10

15

25

30

120

peapop
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16.

17.

18.

19.

20.

21

Use Table -1 If George, Barbara, and Dan are the only three buyers in the market, and the price of a bag of
chocolate-covered peanuts is $0.80, the total market demand is bags per month.

70

80

105

280

15

papop

Use Table -1 If George, Barbara, and Dan are the only three buyers in the market, and the price of a bag of
chocolate-covered peanuts is $0.50, the total market demand is bags per month.

80

105

a
b. anincrease in supply.
<. anincrease in the quantity demanded.
4. more being supplied.

e arightward shift of the demand curve.

The demand curve for DVDs has shified to the right. What could have caused it?
2 adecrease in the price of DVDs

b, anincrease i the price of DVDs

<. anincrease in the supply of DVDs

4. anincrease in the incomes of buyers

e anincrease in the price of DVD players.

‘When the price of gas goes up and the demand for tires goes down, this means tires and gas are:
2 subsifutes,

b. complements.

<. both expensive.

4. both inexpensive.

e inferior goods.

An announcement that smoking will harm your abilty to think clearly will most likely result in:
2 anincrease in the quanity of cigareites demanded.

b, adecrease in the demand for cigareftes

<. no changein smoking habits.

4. anincrease in the price of cigareftes.

e anincrease in the quantity of cigarettes supplied.

If steak and potatoes are complemens, when the price of sieak goes up, the demand curve for potatoes:
shiftsto theright

shifts to the lef.

stays the same.

shifts to the right and then moves back.

will get steeper and shift to the right

peapop
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22.

23

24,

25

26.

27.

Given that pizza is 2 normal good, if students'incomes at your college increase substantially, there would be:

an increase in the demand for pizza
2 decrease in the quantity of pizza demanded.
2 decrease in the demand for pizza

no change in the demand for pizza.

2 decrease in the supply of pizza

papop

After graduation from college, you wil receive a substantial increase in your income from a new job. If you
decide that you will purchase more T-bone steak 2nd less hamburger, then for you hamburger would be

considered a(n):
normal good.
substifute good.
complementary good.
inferior good.

Twury good.

Anincrease in the demand for gasoline today caused by concerns that gasoline prices will be higher
tomorrow is most likely atiributable to which of the following?

2 income

b, consumer expectations

. consumer preferences

4. prices of ofher goods

e producer expectations.

‘Which of the following would shift the demand curve for new textbooks to the right?
2 adecrease i the price of paper

b, afallin the price of used textbooks

<. anincrease in college tition rates
d
e

papop

2 fall in the price of new textbooks
an increase in college enrollments

Which of the following best describes the law of demand?
As income taxes rise, fewer new cars are purchased.

As the price of com rises, more acres of com are planted.

As the price of a DVD rental rises, fewer DVDs are rented.

s the population rises, more cleciricty is consumed.

‘As the price of gasoline ises, fewer large SUV are purchased.

Which of the following is likely to cause a rightward shift in the demand for home-delivered pizza?
2 lower price of pizza

2 lower price of fast-food hamburgers

2 higher price of pepperoni

2 larger population.

a2 lower price of pepperoni

peapop

papop




