




HW#4  From Problem and Applications of Mankiw book, Chapter 4 The Market Forces of Supply and Demand



#1 Answer only part (b) and (e).  Follow the instruction of the question and, in addition,  and  describe the market 
mechanism that causes the change in the market equilibrium.
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when workers go on strike
,
the cost of

steel production increases
. This will decrease

the supply of minivans which will increase the

price of minivans . So the Supply graph shift

left .
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Demand decreases from Dc to Dz because

there is decrease in wealth . Graph shifts

left
.
This means

that customers purchase

less minivans
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The supply does not change because

there is a
limited number of

spots
available

.

So it is unusual .
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Supply : Qs = 8000

Demand : p : Qb +24

P -- 8 At equilibrium ,
E = ( 8000,8)

At price $8
,
exactly 8000 Seats will

be sold
.
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Price QD Qs

4 14000 8000

8 11000 8000

12 8000 8000

16 5000 8000

20 2000 8000

New graph p= ÷ QD t §
Supply → Qs = 8000

Substitution → Is÷ ( 8000) +6,1

new equilibrium→ p= $12


