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Exercise: Unit [

1. Suppose the bookstore increases the price of pencils by 100%. Will this price increase raise or
lower the bookstore's total revenues? Why or why not?
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2. Use a competitive market supply/demand diagram and brief verbal descriptions to explain how

stock traders’ (buyers' and sellers’) expectations of higher future stock prices can influence qurﬁ :
stock prices. T ohaa 4D erpRontions O "‘"“""f'_} %
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3. Use a competitive supply/demand diagram of the farm products market and bnef verbal

descriptions to explain the following: "Agricultural price supports (legal price floors) raise food
prices while creatn;g surpluses of basic agricultural commodities.”
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4. Acreage "set aside” programs are designed to reduce the supply of farm ]Jr-:nducu and increase
the total revenues of farmers. (1) Use a competitive supply/demand diagram to illustrate a
decrease in the supply of farm products. (2) Under what conditions of demand elasticity will the

"set aside” programs result in higher farm rf:'-.-u.:-nuu?.b.'? Explain briefl
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Exercise: Unit 11 MName

Lab Day/Time_ "Theurs, 2 100~ 13050
Lab Instructor _ Adarn  Cour oD

Define average propensity to consume (APC) and marginal propensity to consume (MPC).
Briefly discuss Keynes' views concerning the APC and MPC
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Z. Consider the following consumption function; C = 3000+ 73 Y,

a. How much would consumer spending amount to for a family with after-tax income of
$20,0007 (Show your calculations). Is this family "breaking even"? Why or why not?
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b. What is the APC and level of Sﬂ'-r"lng?. IL"T:-:I of a Fu.rrull'}r with dispcl gable income of
$100,0007 (Show your calculations)
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