Economics 11 – Summer 2008
Mid Term 1
Please answer all three questions.  To receive full credit, you must show your work.  All graphs must be completely labeled.  Good Luck!

1. Calculate the cross-price elasticities below:

Price (Good A)
Quantity (Good B)

     $3.00


200

     $4.00


180

     $5.00


160

Identify which goods these numbers could represent:

1. Salad and salad dressing
2. Gasoline and bagels

3. Hot dogs and Hamburgers
Part II – Calculate the following income elastiticies:




Income


        Quantity



$2000/month


400



$3000/month


300




$4000/month


200

a.
What type of good is this/


b.
Give an example of a product that might have elasticities like this.

2.
A recent news item noted that doctors now consider the moderate consumption of eggs to be perfectly harmless for most people, undoing nearly 25 years of medical advice that suggested they contributed greatly to heart disease.  As eggs are an excellent source of protein, and thus a good substitute for chicken, beef and fish, it is anticipated that egg consumption will rise.  Illustrate in 4 well-drawn graphs the following impacts on the market for eggs:

a.
The conclusion that eggs do not contribute to heart disease, coupled with a rise in the price of beef.

b.
The imposition of a price floor on eggs to assist farmers

c.
A rise in the cost of safely transporting eggs, coupled with 


a rise in income.


d.
A rise in the population
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3.
Jane has decided to purchase a piece of California real estate for the purpose of growing grapes and garlic (two products the state is famous for).  Grapes grow best on elevated, hilly land, with lots of sun, while garlic plants prefer flat (traditional) farmland.  Suppose Jane has bought a piece of property that is 1/2 hilly and 1/2 flat.

a.
Illustrate the trade-off between grape and garlic production in a well-drawn PPC.

b.
Illustrate how your graph changes if Jane grows a hybrid (more productive) garlic.  Show that its possible to get more of BOTH goods as a result.

c.
Redraw your PPC if a freak rainstorm washes out most of the garlic crop.

d.
Finally, indicate on your PPC what would happen if Jane sold 1/2 her land.

As indicated in class, you must draw four separate graphs. 

