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Introduction to Economics 
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_______________________________________________________________ 

ASSIGNMENT 1 - TOPICS 1, 2 and 3 

HAND IN EXERCISES 1, 2, 8, 9, 11, 16, 17. 

HAND IN DATE: OCTOBER 23, 2019. 

5% OF FINAL GRADE 

GROUPS: MAXIMUM 5 STUDENTS – LARGER GROUPS WILL NOT BE 
GRADED 

_______________________________________________________________ 

 
LIST 1 – TOPICS 1, 2 and 3 EXERCISES 
 
1.- The rental second home market of a specific tourist village has the following 
tables of supply and demand 
 
 
Price Quantity demanded Quantity supplied 
1000 180 60 
1500 150 95 
2000 125 125 
2500 105 150 
3000 90 170 
3500 80 185 

 
 
Graphically represent the curves. Calculate what price will equalize demand 
and supply. 
 
2.- The function of demand for a particular good is Qd = 140 – 2p and the 
function of supply Qs = 20 + p. 
 
a) Find the equilibrium price of the market. 
b) Which quantity will be exchanged with this price?  
 
Suppose a price floor policy of €60. 
 
c) What will be the quantity demanded for that price? 
d) What will be the amount that producers will want to sell? 
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e) What will be the amount finally exchanged on the market? Does the market 
face surplus or shortage? Show it graphically. 
 
Suppose now a price ceiling policy of 30€. 
 
f) What will be the quantity that consumers will demand? 
g) What will be the quantity that producers will want to sell? 
h) What will be the quantity finally exchanged on the market? Does the market 
face surplus or shortage? Show it graphically. 
 
3.- The demand function of petrol  is Qd = 1000 – 10p and the supply function 
Qs = 200 + 10p 
 
a) Graphically represent the curves. 
b) Find the equilibrium of the market. 
c) Suppose there is an increase in demand and the new curve is Qd = 2000 – 

10p. Graphically represent the new situation. What will be the new 
equilibrium?. What happened to the price and quantity of equilibrium? 

d) Now suppose that the demand decreases (it shifts to the left) to Qd = 500 – 
10p. What are, in this case, the price and the quantity of equilibrium?. 

e) Starting from the initial situation, supply moves to the left to decrease until 
Qs = 10p. Calculate the new equilibrium. 

f) What would be the effect on the price and quantity of equilibrium if the  
supply increases up to Qs = 500 + 10p ?. 

 
4.- Indicate what will happen with the supply curve of a given good in the 
following cases: 
 
a) Consumers increase their preferences for other goods. 
b) Subsidies for the production of this good have increased. 
c) Increase the prices of the factors of production used by companies that offer 

this good. 
d) Decrease the price of this good in the market. 
e) Decrease the prices of substitute goods. 

  
5.- Indicate what will happen with the demand curve of a given good in the 
following cases: 
 
a) Increase the price of its substitute goods. 
b) Increase the income of consumers. 
c) This good is no longer fashionable and shows up new substitute goods. 
d) Decrease the income of consumers. 
e) Increase the price of a complementary good. 
 
6.- Consider the jeans market. Indicate in each case, if the demand curve shifts 
to the right, left or does not move. 
 
a) Decrease the price of tweezers trousers. 
b) Decrease the price of shirts. 
c) Decrease of the income. 
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d) Increase the size of the market. 
e) The Fashion Week considers very fashion the use of tweezers trousers 
f) Decrease the price of jeans. 
 
7.- If the price of a good increase by 2 % the quantity demanded falls by 1 %, 
the elasticity of  the demand is 0.5. True or false? Argue the answer.  
 
8.- If the price of a product decreases by 2 per cent, the quantity demanded 
increases from 100 to 104 units, what will be the elasticity of the demand? 
 
9.- Calculate the price elasticity for p = 50 using this demand curve Qd = 150 - 
2P.  
 
10.- The demand of a market is given for the function of demand:  
QD= 10000 – 1000P and the function of supply: QS= 1000P 
 
a) Calculate the price and quantity of equilibrium in this market. 
b) What would be the effect on this market if the government commands a 
minimum price of 6? 
c) The government has decided to intervene in the market by setting a tax for 
each unit sold. What would happen with the supply curve and with the 
equilibrium price and quantity? Show it graphically. 
 
11.- The year 2010 there was in the city of Catoland multiplex cinema Odeon. 
At the beginning of 2012 were introduced in the same city two more multiplex 
cinemas and a theatre. The table below describes the prices and quantities 
demanded of Odeon multiplex cinema between 2010 and 2012: 

 

 Year Price 
Demanded 

Quantity 
2010 4 50.000 
2011 6 45.000 
2012 8 20.000 

 
a) Calculate the price elasticity of the demand of Odeon between 2010 and 
2011 and between 2011 and 2012. Interpret the results. 
b) If the objective is to increase the total revenues of Odeon, is it correct the 
policy of prices that have been carried out? Explain in your words the situation.  
 
 12.- The demand for a good and its supply can be expressed as: 
Q= 100 - 2P (demand) and Q= P – 20 (supply) 
 

a) Represent graphically the curves. 
b) Find the equilibrium price quantity. 
c) Calculate the price elasticity of the demand with respect to the 

equilibrium price.  
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 13.-The values in the table show the change in the consumption of hamburgers 
and hot-dogs of a person when there is a change on the price of the burgers, 
following the condition of "ceteris paribus". 
 
  Situation 1 Situation 2 
  PRICE QUANTITY PRICE  QUANTITY 
Hamburgers 3 30 2 40 
Hot-dogs 1 15 1 10 
 
 

a) Calculate the price elasticity of the demand for hot-dogs when the price 
of the burgers changes. Are burgers and hot-dogs complements or 
substitutes? 

b) Calculate the opposite – i.e. the cross-price elasticity of the demand for 
burgers when hot-dog prices vary. 

 
14.- The Football Stadium of Anoeta has a capacity for 30,000 spectators (Q 
supply = 30,000). It has, thus, a supply curve that is a vertical line. Public 
agencies decide to apply a policy of minimum prices (p minimum = 50 Euros) 
in this market to ensure a minimum revenue for the club for all the matches of 
the season. 
  

a)   Study graphically and analytically the price and quantity of equilibrium of 
spectators when the home team play against Barça, which generates the 
following demand: Qd = 200.000 - 1.000p (you must consider the minimum 
price). 
b)   Study graphically and analytically the price and quantity of equilibrium of 
spectators when the home team play against Espanyol which generates the 
following demand: Q d = 70.000 - 1.000p (you must consider the minimum 
price).  
c) Analyse what would be the price and quantity of equilibrium if there was 
not a minimum price in section b). Explain if it is correct or not the minimum 
pricing policy with the visit of Espanyol from the point of view of club 
revenues. 
  

15.- In the market of a good there are 200 consumers with the same 
characteristics with individual functions of demand: qd = 10 - p. There are also 
200 identical firms with individual functions of supply:  qs = 5p + 1.  
 
(a) Find the functions of demand and supply of the market and the equilibrium 
solution. 
(b) A change in the preferences of consumers shifts the function of demand 
being now: QD = 2300 - 200 p. Find the new equilibrium.  
(c) What kind of situation would be in this market with a price of 2.5? 
Justify the answers and make a graph. 
 
16.- Suppose that the people who are travelling for business and who are 
travelling for leisure have the following demand for tickets from Barcelona to 
Madrid: 
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Price (€) Demanded Quantity 
(people travelling for 

business) 

Demanded Quantity 
(people travelling for 

leisure) 
150 2.100 1.000 
200 2.000 800 
250 1.900 600 
300 1.800 400 

 
a. When the price of tickets increases from € 200 to € 250, what is the 

price-elasticity of the demand corresponding to (i) peoples who travel for 
business and (ii) travelling for vacation? 

b. Why the people travelling for vacation have a different elasticity that 
people travelling for business? 

       
17.- A hotel manager has just bought a building. With its space, she can offer 
wither single rooms or dormitories with the following combinations: 
 
Combinations A B C D E F 
Dorms 0 1 2 3 4 5 
Single rooms 20 18 15 11 6 0 
 

a) Draw graphically the production possibilities frontier (PPF). 
b) Argue that the concept of PPF illustrates the principle of the existence of 

trade-offs when allocating resources in the economy. 
c) Is it possible and efficient to offer 12 single rooms and 2 dormitories? 

Justify. 
d) Is it possible and efficient to offer 10 single rooms and 5 dormitories? 

Justify. 
e) Considering that dorms provide more revenues but have more volatile 

levels of occupation, how would you allocate the dorms and single rooms 
if you were the owner? Justify your answer. 

 


