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c, Draw a graph to illustrate your answers. 
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IfI~5o, find the market clearing pzice and quantity for the product. · 

a) 5 ) Q;, ~ ·=- _QcJ . 
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b. 

averag:e 1. Suppose the demand curve fo~ a product is given by Q=300-2P+4I, whera 
income measured in thousands of dollars. The supply curve is Q=3P-50. 

a. IfI~25, find the market clea.rin~ price and quantity for ti: produ, t. \. -o 
a+ er => Q ~ -:_ o J . . <, 
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.Suppose the price of the good, P, goes to $2.00. Now V:hat is the pr~ elasticity of , 
demand? What is tfif>cros~-p~ice elasticity of demand? Q -=- \0 ·- '1- ~ ~ \) ~ ·::: \ o _ 1,('-) + l 
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\ " 

Suppose the demand curve for a product is given by Q=10-2P+Ps, where Pis the price of the 
product and Psis the price of a substitute good. The price of the substitute good is $2.00 ... __. 

Suppose P=$1.00. What is the ~rice elastic!ty of deJllBl!.d? What is the 1fo-;::jll.ice · 
elasticity of demand? 

Question #2 : (10 point@) 
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e. Suppose now the price of Xis changed to 19, calculate the impact on her optimum 

choice. i '!J x -t-- l 6 d ::: 'i--;-e:fr) ·- -·- 6> 
~ ~c.>t,;.. vff\1'\c) t- . / . '2. 

~ '"-~" ~) ';)./ :;- _I_?;~,-~ ~ !::]_ =)/1' -{i~J 4 
{; .... ' r C' . ' 7j l./X. t· ] IJ .· '1.--- ~· . "./,/·····, 

UJ3\~ ~~ ·l'l:i<) ::oi;tio, ~) ~y/X ~<;oo ~~ . 0?. \ ~) -= ~ "'"'" s\..,wAJ c.o.~me \~o ""'h .J t: ~ L 9 __ . -..:1~~) • . J..o(j _ IA I" 1 h <v{. j · \-0 i'lr1J-LX... V ~ 1 hh 
~· In a clearly labeled diagram with Y on the y axis, and'"X on the x axis, graghically show 

the effect of ~€ increase of the price of good X, "( indifference CUr\l:e'.),Ul and u2, b~t 
lines BL1 and BL2, quantities of x &y, income effect and substitution eff~ct) all this on · · 
the same graph. don'f1orget to show- me your analysis. 
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ive the demand curve for good x as a function of price and income . .- ~- 
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. e. '. Assume she receives utility of 3 utils from each matched jewelry set she owns, how 
· · much her utility will be. W1·ite I:;r utility. function, . 



. . . - . . . -- :-. . v .- • ·,_ ·.·,·. '"·~-~ ..... ::_ ·.·· --~_,_·.·:- ---·~ ·--- - ~ . - 

c, 

f 
.; 
.[. 

.· 

$ 
'· ·' 

r 

:::;;?> :Jet' ~ f- u ~ : 
i 


