Assignment No. 2 - Due March 6, 2020: BECN 150 – ONL Microeconomics 

Total 80 Marks (Show every step in all calculations) 

Question No. 1 – 10 Marks 
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a. In this market, what would be the equilibrium price and the equilibrium quantity? 2 Marks 

b. If price is $25, what would be the quantity demand? 2 Marks 
c. If price is $15, what would be the quantity supplied? 2 Marks 
d. If the price is $10, would there be a surplus or a shortage? What would be the amount of the surplus or the shortage? 2 Marks 
e. If the government set a price ceiling of $15 would this cause a shortage or a surplus? If later the government abolished the price ceiling what would happen to the price of this product? 2 Marks 
Question No. 2  - 20 Marks
You own a small town movie theatre. You currently charge $5 per ticket for everyone who comes to your movies regardless of whether they are an adult or a child.  Your friend who took an economics course in college tells you that there may be a way to increase your total revenue. You did some market surveys and discovered the follow information about demand and you plotted the demand schedules information to obtain the two curves below. 
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a. Based on the information provided what is your current price for each ticket? 1 Mark 

b. When you charge this current price how many adults attend each show? How many children attend? What is your total revenue from each movie shown?  4 Marks 
c. Which market appears to have more elastic demand, adult or child?  2 Mark 
d. Which market appears to have more inelastic demand, adult or child? 2 Mark
e. Write the formula for the elasticity of demand. Calculate the elasticity of demand between the prices of $5 and $2 (using the mid-point formula) in the adult market? Is demand elastic or inelastic in this price range? 4 Marks 
f. Write the formula for the elasticity of demand. Calculate the elasticity of demand between the prices of $5 and $3 (using the mid-point formula) in the children market? Is demand elastic or inelastic in this price range? 4 Marks 
g. Given the graphs and what your friend knows about economics, she recommends you increase the price of adult tickets to $8 each and lower the price of a child's ticket to $3. If you followed her advice what would be your new revenue? Did her recommendation make good economic sense?  Why?3 Marks 
Question 3   – 17 Marks



The following is a schedule of demand for a product. When plotted as a curve it is a straight line sloping down. 




Quantity



Price
demanded
(3)
(4)   



$6
1
_____
_____



5
2
_____
_____



4
3
_____
_____



3
4
_____
_____



2
5
_____
_____



1
6
_____
_____
a)  In column 3, compute total revenue.  3 Marks 

b)  In column 4, compute the coefficient for the price elasticity of demand at each price using the midpoints formula. (On a separate worksheet show every step of all 5 calculations). 10 Marks 
c) What are the factors that determine the price elasticity of demand? List all four and explain each one. 4 Marks 
Question No. 4 – 14 Marks
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a. Refer to Figure above. Calculate the coefficient of elasticity of supply, the ES between point B and C, using the midpoint method.  4 Marks 
b. If “S” is the market supply, what is the total revenue when the market equilibrium price is      $ 6/unit? 3 Marks
c. If the equilibrium market price increases to $8/unit, what is the % increase in total revenue for suppliers? 3 Mark
d. State two factors that could cause the market equilibrium price to increase from $6/unit to $8/unit.  4 Marks
     Question No. 5 – 14 Marks     
a. Write the formula for the EX,Y  , the cross-elasticity of demand. 3 Marks    
b. Suppose that the cross-price elasticity of demand between hot dogs and mustard is -2.00. If the price of hot dogs increase by 40%, by how much will the quantity demand of mustard increase or decrease? 4 Marks 

c. Write the formula for the EI   , income elasticity of demand. 3 Marks
d. Muriel's income elasticity of demand for hockey tickets is 3.0. If her income increase by 20 percent this year, and she bought 10 tickets last year how many tickets will she buy this year all other things being equal. 4 Marks 

Total 75 Marks + 5 Marks for typing assignment on Microsoft, providing a Cover-page, 
and overall neatness. Reminder!
Reminder! All assignments need a 

1) Cover-page  with your name and 

2) My name ‘Michael Lindsay”  

3) Assignment No. 2
4) Subject Name and Number: “BECN 150 – ONL - Microeconomics”, and  

5) The Date 

NOTE: If your work indicates you copied from another student you will get a grade of ZERO! 
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