#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.

s:rins

b. A strike by steelworkers raises steel prices.

* Tnih’al\g, there is equilibriom point at E, ¢ P, Qy)
K As there is a strke 1)3 steelworkers | which mean there are less of labor 1o
produce steel ; quantity of supplj decrease | so that the e of supply
shift leflward from S, to S, .
* [t P, there is excess demand as the quantity of supply decrease
to @, but quantity of demand remain 4he same st Q,
*  fhe market will force the price 1o be increase until excess demand
is eliminated which it will be represent at E, where P, = Q,
Qg decrease = Excess demand < Price increase < [Uew equilibrivm

(PT &Q

e. A stock market crash lowers people’s wealth.  income |

P * Tni’ria"g, there is equilibrivm point st E, ¢ P,, Q)

* As 3 stock market crash, people will have less income ;
there are less number of people’s wealth,
the quarﬁi’rg of demand will be decrease
50 that the line of demand shift leftward from D, to D,

* At P, there ©s excess supply as quantity of demand decrease
o Q, but quan’ri’rg of supplied remsin at Q,

* fhe market will force the price 4o be decrease until excess supply

is eliminated which it will be represent at E, where P, = Q,
<. Q@ decrease < Excess supPhj < Price decrease < (Vew eqilibrivm

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

Price Quantity Demanded Quantity Supplied
$4 10,000 tickets 8,000 tickets
8 8,000 8,000
12 6,000 8,000
16 4,000 8,000
20 2,000 8,000

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

P
/N

. Mormally, the supply curve will have positive slope ;

1 follow Taw of supplg : Price increase , Quantity of SUPFh'ed increase
Price decrease, Guariity of supplied decrease

but in this sitvation slope of suppl\j curve is @ as it's a

vertical line. 1t can be describe that

& % There are only  %,000 basketball tickets avaiable in the market climited resovrce)

\, D x lor quantity 0 to 3000 tickets, price itself stert at $4 (minimum price)

&
N

5
1

4 4 d

until 'mfini‘rg) as supplier uuil\ing to sell

N \ N N N Q
N v t T T 7
O | o0 | apoo | &foo | s | topon % or quantity above 00 is impossible 85 there are limited resources.

b. What are the equilibrium price and quantity of tickets?

1he equilibriom  price & quantity of tickets is tepresented at point € where both of
buyer and seller are willin an‘v:]ﬁ able to bv3 and sell at the same quahﬁ’(j which can
can see from 4he intersect point  between demand & supp\t_,) curve .

Therefore, equilibrivm is slaying at E where price - $% & quantity - 9,000 lickets.
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Your college plans to increase total enrollment next year by 5,000 students. The additional students

will have the following demand schedule:

Price

Quantity
Demanded

$4

8
12
16
20

4,000 tickets
3,000
2,000
1,000
0

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?

Price Quantity Demanded

$4 10,000 tickets + 4,000 = 14,000
8 8,000 + 3,000 = {1,000

12 6,000 + 9,000 s %000

16 4,000 + 1,000 = 5000

20 2,000 + 0 2,000

Quantity Supplied

8,000 tickets
8,000
8,000
8,000
8,000

— >Q

! Y ' t - - g :
0 2000 4000 6000 000 10,000 12000 1000 14,000

4

#  Inifially, the equilibriom point is at E, where P: $% & @ - 3,000 tickels
#  Once there are more siudents so the quantity demand increases too ;

demand curve shift rightward from Dyg

o Dpew-

# At price $3, there is excess demand a3 quantity supplied < 3000 tickets but

the q'uanﬁiﬁ demand. equal to

1,000 fickets.

#  fherefore, the price wil keep increasing until wmarket price is $ 12 where Qg - 200c
there is no pressure fo change the price any further ; excess demand is eliminated.
The new equilibrivm is Moving from E,t E, where price - $13 and quantity supplied - ,000
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