Chapter4HW
Short Answer

1.


	a.
	What is the difference between a "change in demand" and a "change in quantity demanded?"  Graph your answer.

	b.
	For each of the following changes, determine whether there will be a change in quantity demanded or a change in demand.

	i.
	a change in the price of a related good

	ii.
	a change in tastes

	iii.
	a change in the number of buyers

	iv.
	a change in price

	v.
	a change in consumer expectations

	vi.
	a change in income



2.


	a.
	Given the table below, graph the demand and supply curves for flashlights.  Make certain to label the equilibrium price and equilibrium quantity.


	Price
	Quantity Demanded

Per Month
	Quantity Supplied

Per Month

	$5
	6,000
	10,000

	$4
	8,000
	8,000

	$3
	10,000
	6,000

	$2
	12,000
	4,000

	$1
	14,000
	2,000


	b.
	What is the equilibrium price and the equilibrium quantity?

	c.
	Suppose the price is currently $5.  What problem would exist in the market?  What would you expect to happen to price?  Show this on your graph.

	d.
	Suppose the price is currently $2.  What problem would exist in the market?  What would you expect to happen to price?  Show this on your graph.



3.
Suppose we are analyzing the market for hot chocolate.  Graphically illustrate the impact each of the following would have on demand or supply.  Also show how equilibrium price and equilibrium quantity would change.

	a.
	Winter starts and the weather turns sharply colder.

	b.
	The price of tea, a substitute for hot chocolate, falls.

	c.
	The price of cocoa beans decreases.

	d.
	The price of whipped cream falls.

	e.
	A better method of harvesting cocoa beans is introduced.

	f.
	The Surgeon General of the U.S. announces that hot chocolate cures acne.

	g.
	Protesting farmers dump millions of gallons of milk, causing the price of milk to rise.

	h.
	Consumer income falls because of a recession, and hot chocolate is considered a normal good.

	i.
	Producers expect the price of hot chocolate to increase next month.

	j.
	Currently, the price of hot chocolate is $0.50 per cup above equilibrium.


