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3. Consider the market for minivans. For each of the events listed here, identify which of the determinants
of demand or supply are affected. Also indicate whether demand or supply increases or decreases. Then
draw a diagram to show the effect on the price and quantity of minivans.

b. Astrike by steelworkers raises steel prices.

- I
e. Astock market crash lowers people’s wealth.

#1 Answer only part (6) and (e). Follow the instruction of the question and, in addition, and describe the market
mechanism that causes the change in the market equilibrium.

’ . by Thesupply is effected The increasing price of steel led to the shift of supply line fo the left from s40 6'

N

9

veravse, the incressing price ofinpvt 1o build thevan When the input of mivivan is ineveases | the seller wantto prodoce less of minvan
o

Due o shifl of supply line create the new equalibrivm af €’

e) The income o buyer which is the fattoy that moke fhe shift of demand line frshift
is incrense | so buyers ave will and able fo buy less

The shiff of demand line create the new equilibrivem from etoe’

11, Suppose that the price of basketball tickets at your college s determined by market forces. Currently, the
demand and supply schedules are as follows:

) ) ; ) Price Quantity
Price Quantity Demanded Quantity Supplied D g
$4 10,000 tickets 8,000 tickets

$4 4,000 tickets

8 8,000 8,000
2 6,000 8,000 8 3,000
16 4,000 8,000 12 2,000

20 2,000 8,000
16 1,000

4. Draw the demand and supply curves. What is unusual about this supply curve? Why might this be

tue? 20 0

DWhatare fhe sealibniun prics snd quantiy,of ke Now add the old demand schedule and the demand schedule for the new students to calculate the

new demand schedule for the entire college. What will be the new equilibrium price and quantity?

<. Your college plans to increase total ar by 5,000 students. students
will have the following demand schedule:

a) the supply line is extreme case which & pevfeckly inelastic supplg. Mnis supply eurve 5 hard do see

inveal life. However, \n this tase the stat is limiled and have only 5,000 seal i the ol So,f demand twrve I ehift, thenumbet o Ficket wil be table -

b) the. equalibrium is when e demand corue andsuppty cure are infersed . The equilibrivm of basket ball tidket s at priceds and the quantity of Hiekeb is v000

000 4000 4308 5930 10000 TI000 T4

) New demand torve quanfity demand cold) + quhﬁ‘qvl!mhdhtlhﬂtw by S40TMore shdent
Price Buantity derand tnew)

1 . ,
* oo Due he increasing in bofal entrallent of 5,000 Student which is in thefact fhat cance the demand curve fo
1 11000 shift Cintveasing of louyev) the demand line will shift op ward from D foD'
1 000 The shift of demand cowt cavge new equilibriveat o which price perhicket is § 12 and aguwh’lgof fekeet (5 %fﬂ
1 Son
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