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1. The demand and supply of a commodity may be estimated by the following equations:
P = 500 – 0.01Qd
P = 100 + 0.03Qs
a) Calculate the equilibrium price and quantity.
b) Calculate the point price elasticity of demand at equilibrium.
      c)   Plot the demand and supply curves and illustrate the equilibrium price and quantity.
      d)   Now suppose that the government introduces a tax of $60 per unit:
i)  Find the new equilibrium price and quantity and illustrate the new equilibrium in your   
     diagram.
	ii)  Calculate the deadweight loss resulting from the tax and illustrate it in your diagram.
	iii)  Use the pass-through fractions to determine the burden of the tax on the producer and the 
                     consumer.
2.  The demand and supply of a commodity may be estimated by the following equations:
P = 90 – 0.05Qd
P = 10 + 0.05Qs
a) Calculate the equilibrium price and quantity.
b) Calculate the point price elasticity of demand at equilibrium.
c) Plot the demand and supply curves and illustrate the equilibrium price and quantity.
d) Now suppose that the government gives suppliers  a subsidy of $4 per unit:
	 i) Find the new equilibrium price and quantity and illustrate the new equilibrium price and  
                   quantity in your diagram
	ii) Calculate the deadweight loss resulting from the subsidy and illustrate it in your diagram.

3.  The demand and supply of a commodity are estimated by the following equations:
P = 1,000 – 0.005Qd
                                                                             P = 200 + 0.005Qs
a) Calculate the equilibrium price and quantity.
b) Plot the demand and supply curves and illustrate the equilibrium price and quantity.
c) If the world price (Pw) is $500, calculate the quantity of imports.
d) Now suppose the government wants to restrict the quantity of imports to 20,000 through a quota:
i) Calculate the new price.
           ii) Calculate the deadweight loss and illustrate it in your diagram.
e) If the government restricts imports to 20,000 through a tariff instead, what would be the amount of the tariff and the corresponding deadweight loss?

4.  The demand and supply of an agricultural good are represented by the following equations:
P = 200 – 0.0004Qd
P = 110 + 0.0002Qs
a) Calculate the equilibrium price and quantity.
b) Plot the demand and supply curves and illustrate the equilibrium price and quantity.
c) Now suppose the government introduces a quota of 125,000 and at the same time compensates farmers for not producing:
d) 	i) Illustrate the new supply curve and the new equilibrium price and quantity.
	ii) Calculate and illustrate the deadweight loss resulting from this policy.

5.  The demand and supply of a commodity are represented by the following equations;
P = 600 – 4Qd
                                                                                  P = 100 + Qs
a) Calculate the equilibrium price and quantity.
b) Plot the demand and supply curves and illustrate the equilibrium price and quantity.
c) If the government introduces a price ceiling or maximum price (Pmax) of 160, illustrate this price in your diagram and both calculate and illustrate the deadweight loss.
6.  The demand and supply of unskilled labour are  estimated by the following equations;
W = 25 – 0.0001Ld
W = 4 + 0.00004Ls
a) Calculate the equilibrium wage and quantity of labour.
b) Plot the demand and supply curves and illustrate the equilibrium wage and quantity of labour.
c) If the government introduces a minimum wage of $14, calculate the wage bill before and after the minimum wage to ascertain if labour is better off.
d) Calculate the arc wage elasticity of demand for labour. 
e) [bookmark: _GoBack]Calculate the deadweight loss and illustrate it in your diagram.
7.  If the equilibrium price of a good is 400 , equilibrium quantity is 10,000, and point price elasticity of 
     demand is -4, what is the linear equation for this demand curve?

8.  In 1999 the base tuition at Concordia University for an undergraduate Quebec resident was 
      $1,668.30 and in 2013 it was $2224.20. If the Quebec CPI (2002 = 100) increased from 93.5 to 121.7 
       over this period, calculate the real increase in the price of tuition.


