
 

Faculty of Arts and Sciences – Department of Economics 
ECONOMICS 211 – FALL 2013 – LEILA DAGHER – Sections 6 & 9 

Chapter 3 – Exercises 

I- Chapter Review  

1. Selected Exercise by Teacher – Chapter 3 – Problem 4 

Do you agree or disagree with each of the following statements? Briefly explain your answers and illustrate 
each with supply and demand curves. 

a) The price of a good rises, causing the demand for another good to fall. Therefore, the two goods are 
substitutes. 

b) A shift in supply causes the price of a good to fall. The shift must have been an increase in supply. 

c) During 2009, incomes fell sharply for many Americans. This change would likely lead to a decrease in 
the prices of both normal and inferior goods. 

d) Two normal goods cannot be substitutes for each other. 

e) If demand increases and supply increases at the same time, price will clearly rise. 

f) The price of good A falls. This causes an increase in the price of good B. Therefore, goods A and B are 
complements. 

2. Selected Exercise by Teacher – Chapter 3 – Problem 9 

Suppose the demand and supply curves for eggs in the United States are given by the following equations: 

Qd = 100 – 20P 

QS = 10 + 40P 

Where Qd = millions of dozens of eggs Americans would like to buy each year; QS = millions of dozens of eggs 
U.S. farms would like to sell each year; and P = price per dozen of eggs. 

a) Fill in the following table: 

PRICE (P) per dozen QUANTITY DEMANDED (Qd) QUANTITY SUPPLIED (QS) 

$0.50   

$1.00   

$1.50   

$2.00   

$2.50   

b) Use the information in the table to find the equilibrium price and quantity. 

c) Graph the demand and supply curves and identify the equilibrium price and quantity. 

3. Suppose the market demand for pizza is given by Qd = 300 - 20P and the market supply for pizza is given by 
QS = 20P – 100, where P = price (per pizza). 

a) Graph the supply and demand schedules for pizza using $5 through $15 as the value of P. 

b) In equilibrium, how many pizzas would be sold and at what price? 

c) What would happen if suppliers set the price of pizza at $15? Explain the market adjustment 
process. 

d) Suppose the price of hamburgers, a substitute for pizza, doubles. This leads to a doubling of the 
demand for pizza (at each price, consumers demand twice as much pizza as before). Write the 
equation for the new market demand for pizza. 

e) Find the new equilibrium price and quantity of pizza. 
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4. Here are the demand schedules for orange juice for three buyers in the orange juice market, and the supply 
schedules for three sellers in the orange juice market.  

Price/Gallon 

Quantity Demanded By: Quantity Supplied By: 

Blue Black Brown Gray Green Scarlett 

$5  1  0  0  5  10  14  

$4  3  2  0  4  7  9  

$3  7  5  4  3  6  7  

$2  9  9  5  0  4  5  

$1  11  12  7  0  0  1  

a) Graph market demand (D1) and market supply (S1). 

b) Show equilibrium price (P*) and quantity (Q*).  

c) Now suppose the farm workers who pick oranges are given a higher wage rate. Show on your graph 
the changes that will occur in the orange juice market. Label any new demand curve D2 and supply 
curve S2. Discuss why curves shift, why price changes, and the significance of any shortage or 
surplus. Note that you don’t have the data to draw precise curves.  

d) Suppose now that, in addition to the orange pickers’ higher wage rate, All-Cola, a substitute for 
orange juice, reduces its price. Sketch the new demand curve for orange juice (D3), and explain the 
reason why you moved the curve as you did. 

5. Mooville is a small town in Texas. Assume that beef is a normal good. What happens to the amount of beef 
demanded or supplied in each of the following cases? Draw a separate demand and supply graph for each 
part of this question, label the axes, and show how the change will shift the demand and/or the supply 
curve. Explain any curve shifts in each case. Show initial and final equilibrium price (P* and P**) and initial 
and final equilibrium quantity (Q* and Q**) for beef.  

a) A subsidy that reduces production costs for beef producers.  

b) A reduced supply of fish (consumers view beef and fish as substitutes).  

c) A rise in the wage rate in the beef industry.  

d) A rise in income.  

e) An improvement in the productivity of producing beef. 

f) A bad tomato crop (beef and ketchup are complements and tomatoes are used to produce ketchup).  

II- Select the option that provides the single best answer.  

1. Households are  

a) Suppliers in the input market.  

b) Demanders in the labor market.  

c) Suppliers in the product market.  

d) Demanders in the input market.  

2. Following a decrease in supply, Good C increases its price. The demand for Good D increases. The goods are  

a) Complements.  

b) Substitutes.  

c) Normal.  

d) Inferior.  

3. The demand for prerecorded CDs is downward sloping. Suddenly the price of CDs rises from $12 to $20. This 
will cause  

a) Demand to shift to the left.  

b) Demand to shift to the right.  

c) Quantity demanded to increase.  
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d) Quantity demanded to decrease.  

4. All of the following will shift the supply curve of yo-yos to the right EXCEPT  

a) An increase in price of yo-yos.  

b) An improvement in the production processes used to manufacture yo-yos.  

c) A reduction in the price of plastic from which yo-yos are made.  

d) An improvement in storage resulting in fewer defective yo-yos.  

5. Along a given supply curve for eggs,  

a) Supply increases as price increases.  

b) Supply increases as technology improves.  

c) Quantity supplied increases as price increases.  

d) Quantity supplied increases as technology improves.  

6. Price is currently below equilibrium. There is a situation of excess _ _ _ _. We would expect price to _ _ _ _.  

a) Demand; rise  

b) Demand; fall  

c) Supply; rise  

d) Supply; fall  

7. Consumers expect their income to rise. For a normal good, this would result in an increase in  

a) Quantity demanded, and a fall in price.  

b) Demand, and a fall in price.  

c) Quantity demanded, and a rise in price.  

d) Demand, and a rise in price.  

8. The price of Frisbees (a normal good) will definitely increase if  

a) There is an improvement in the technology of making Frisbees and Frisbees become more popular.  

b) The cost of plastic used to produce Frisbees increases and people have more leisure time to throw 
Frisbees.  

c) Frisbee workers negotiate a wage increase and boomerangs (a Frisbee substitute) decrease in price.  

d) A sales tax is imposed on Frisbees and (because of widespread unemployment) incomes fall.  

9. A rightward shift in the supply of U.S. cars might be due to  

a) An increase in the price of steel.  

b) A reduction in foreign competition.  

c) The introduction of cost-saving robots.  

d) Increased popularity of foreign cars.  

10. If the market is initially in equilibrium, a technological improvement will cause price to _ _ _ _ and quantity 
demanded to _ _ _ _.  

a) Fall; fall  

b) Rise; rise  

c) Fall; rise  

d) Rise; fall  

11. The price of beans rises sharply. Which of the following cannot be true?  

a) The supply of beans may have decreased with no change in the demand for beans.  

b) The demand for beans may have increased with no change in the supply of beans.  

c) The demand for beans may have increased with an increase in the quantity supplied of beans.  

d) The supply of beans may have increased with an increase in the quantity demanded of beans.  

12. The market for peas is experiencing a surplus. You should predict that price will  

a) Increase, quantity demanded will fall, and the quantity supplied will rise.  



 
 

Page 4 of 4 
 
 

b) Increase, quantity demanded will rise, and the quantity supplied will fall.  

c) Decrease, quantity demanded will rise, and the quantity supplied will fall.  

d) Decrease, quantity demanded will fall, and the quantity supplied will rise.  

13. Today, you change your expectations about your future income. In fact, you now believe that your future 
income will be significantly higher than you had previously expected. For a normal good, this would result in 
an increase in  

a) Quantity demanded today.  

b) Demand today.  

c) Quantity demanded but only in the future.  

d) Demand, but only in the future.  

14. If less is demanded of a product at each possible price, then there has been  

a) A decrease in the quantity demanded.  

b) A decrease in demand.  

c) An increase in demand.  

d) An increase in the quantity demanded.  

15. Chuck’s Chips and Debi’s Dip are complements. Costs of chip production fall. At the same time, a 
government health report alleges that dip consumption causes bone cancer. For Debi’s Dip, the equilibrium 
price will _ _ _ _ and the equilibrium quantity will _ _ _ _. 

a) Fall; be indeterminate  

b) Be indeterminate; rise  

c) Be indeterminate; fall  

d) Be indeterminate; be indeterminate  

16. The market for legal secretaries is in equilibrium. Suddenly there is a simultaneous increase in the demand 
for legal secretaries and a decrease in the supply of legal secretaries. If there is no change in the wage paid 
to legal secretaries,  

a) There will be a shortage of legal secretaries.  

b) There will be a surplus of legal secretaries.  

c) Law firms will have no difficulty in hiring the desired number of legal secretaries at the current 
wage.  

d) The supply of legal secretaries will decrease even more. 


