1- Jules wants to purchase a Royale with cheese from Vincent. Vincent is willing to offer this tasty burger for $3. The most Jules is willing to pay for the tasty burger is $10 (after all, his girlfriend is a vegetarian, so he doesn’t get many opportunities for tasty burgers). 
a. How large are the potential gains from trade if Jules and Vincent agree to make this trade? In other words, what is the sum of producer and consumer surplus if the trade happens? 
b. If the trade takes place at $4, how much producer surplus goes to Vincent? How much consumer surplus goes to Jules? 
c. If the trade takes place at $7, how much producer surplus goes to Vincent? How much consumer surplus goes to Jules? 



2- Consider the following supply and demand table for bread. Draw the supply and demand curves for this market. What are the equilibrium price and quantity? 
[image: ]




3- The market for marbles is represented in the graph. What is the total producer surplus? The total consumer surplus? What are the total gains from trade?




4- Explain how a movement along the demand curve and a shift of the supply curve are related.




5- In a market for oranges, there are two types of buyers: high-value buyers, who use the oranges to make orange juice, and low value buyers, who use the oranges for cow feed.  

When the price of oranges is high, who buys oranges?  
[bookmark: _GoBack]When the price of oranges is low, who buys oranges?


6- A farmer has three fields.  On each field he can grow soybeans OR wheat.  Each field can produce EITHER this many bushels of soybean or of wheat.

	Field
	Bushels of soybeans
	Bushels of wheat

	A
	10
	10

	B
	12
	7

	C
	6
	9



If the price of soybeans is $10 per bushel and the price of wheat is $12 per bushel, which fields does the farmer grow soybeans on?
If the price of soybeans is $6 per bushel and the price of wheat is $12 per bushel, which fields does the farmer grow soybeans on?
If the price of soybeans is $19 per bushel and the price of wheat is $12 per bushel, which fields does the farmer grow soybeans on?
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