%\\\\\*

5

o

Mep £



University of Ottawa

ECOI1104 E Name
Midterm # 1 (October 21, 2010) Student number
38. Refer to Figure 11. The amount of the tax per unit that sellers would pay would be
a. $10.00.
b. $8.00.
c. $6.00.
d. $4.00.
e. $2.00.

39. Which is the most correct statement about the burden of a tax imposed on buyers of sugar?
a. Buyers bear the entire burden of the tax.
b. Sellers bear the entire burden of the tax.
c. Buyers and sellers share the burden of the tax.
d. The government bears the entire burden of the tax.

40. If a tax is imposed on a market with elastic demand and inelastic supply,

Buyers will bear most of the burden of the tax.

Sellers will bear most of the burden of the tax.

The burden of the tax will be shared equally between buyers and sellers.

It is impossible to determine how the burden of the tax will be shared.

The burden of the tax will depend on whether it is imposed on the buyers or the sellers.
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Short-Answer Questions (24 points)
Answer in the space provided.

41. (9 points) Fill in the accompanying table, showing whether equilibrium price and equilibrium
quantity go up, down or stay the same.

No Change in Supply An Increase in Supply A Decrease in Supply
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No Change in
Demand
An Increase in
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42. (10 points) Consider two countries: Canada and Japan; and two goods: computers and wheat.
Suppose that Canada and Japan have respectively 20,000 hours and 40,000 hours available for
production per month. Producing one computer requires 80 hours of labour in Canada; 100 in Japan.
Producing one ton of wheat requires 8 hours of labour in Canada; 20 in Japan.

¢ What is the range of price% at which trade can occur?
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43. (5 points) In the province of Alberta, the tax on the hotel rooms is 5 percent. Supporters of this tax argue that
the tax benefits the province because it'mostly falls on out-of-province tourists and business persons. What are
your views? Explain
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