
HW#6 Due Feb 10, 2022

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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a. from the diagram ,
the supply curve is vertical

meaning that the quantity supplied is 8,000 tickets at
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any price given because it is the maximum seats available
I
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b. Equilibrium Price = $8i12 -
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Equilibrium Quantity : 8,000 tickets
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- •• c. New equilibrium price is at $12 and new equilibrium

i 1
quantity stays the same at 8,000 tickets
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When Price increases
,
it leads to the decrease in supplys

curve which shifts to the left
. Meaning that the quantity demanded

also decrease
.

When the price of raw material increases
,
the producers mightI ,

T

produce less ,
so the supply decreases

.

then the producers are willing and ableP
,
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' ¥ to sell at a higher price ,
so the consumers would buy less so quantity demandedf p
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'also decrease
.
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When people 's wealth decreases
,
the ability to buy also decreases causing

C. the demand to decrease ( shifts left) .

This leads to a decrease in price in the

market from Po to Pr .
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