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Supply and Equilibrium Price and Quantity
1. What are the equilibrium price and quantity of office visits per week?
Equilibrium price is $35 and equilibrium quantity = 225. The equilibrium point reflect the point at which quantity supplied is equal to quantity demanded. Suppliers are willing to offer their services at the price similar to the amount the people are willing to pay for the services. 
2. If one of the physicians moves to another city, reducing quantity supplied by 25 percent, what are the price and quantity at the new equilibrium?
New equilibrium price will be $36.25 and new equilibrium quantity will be 218.75. This is consistent will the law of demand and supply. A decrease in supply will always lead to an increase in equilibrium price. Consequently, price increase will lead to a decrease in demand.
3. Assuming the original four physicians, if a price ceiling is set at $25 per office visit, how many office visits will be demanded per week? How many will be supplied? Describe the outcome of such a policy.
Visit demanded per week will be 275 while those supplied will be 175. When price ceilings are set below the equilibrium price, more people will demand the services. The increase in demand will lead to shortages. In our scenario many people will seek the services physicians. Because the supply remains constant, many people will be unattended. Such a policy will therefore lead to shortage shortages. 
4. What would happen if all patients had insurance where insurers would pay $40 per visit but the patient had a 50% copayment (they pay half of the fee)?
There would be increase in the number of patients visiting the physicians. This is because the patients will be making out of pocket payment of just $20 which is below the equilibrium pay of $35. On the long run, the supply will increase because the physicians will be receiving more payment at $40, which is $5 more than the equilibrium. Therefore both the demand and supply will be bound to increase. 
                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                    
