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[ FIGURE 2.2 The Market for Corn in the United States in 2009 °
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Sketching a Demand Curve

‘ Suppose the demand for new antomaobiles

in the United Swmates is described by the equanon
0 =53 — 0P 2.1)
where 0% is the number of new automobiles demanded

per year (in millionsy when P is the average price of an
auntomobile (in thousands of dollars). (Ax this point, don't
worry about the meaning of the constants in equations
for demand or supply curves—in this case, 5.3 and —0.1.)

Problem

(a) Whar is the quandty of sutomobiles demanded per
year when the average price of an automobile is $15,0002

When it is 25,0007 When iv is $35,0007

(b)) Sketch the demand corve for automaobiles. Does this
demand curve obey the law of demand?

06 T eg T T eg T T eg ) e ) e
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LEARNING-BY-DOING EXERCISE 2.1

Solution

(2) T find the yearly demand for automobiles, given the
average price per car, use equation (2.1):
Average Price

Using Equation (2.1) Quantity

per Car (P) Demanded (Q7)
$15,000 Q¥ =53 — 0.1(15) = 3.8 2.8 million cars
£25,000 QY = 5.3 — 0.1(25) = 2.8 2.8 million cars
£35,000 Q=53 —0.1(35) = 1.8 1.8 million cars

(b} Figure 2.3 shows the demand curve for automaobiles.
Tiy skerch in, you can plot the combinations of prices and
quantities that we found in pare {a) and connect them
with a line. The downward slope of the demand curve in
Figure 2.3 twells us that as the price of antomobiles gocs
up, consumers demand fewer antomaobiles.

Similar Problems: 2.1,2.2,24

?Michacl Schudson, Advertising, The Uncasy Persugsion: Its Dubious Bespact on Amwserican Secety (New York:
Basic Books, 1984), pp. 113-114.
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FIGURE 2.2 The Us.
Damand Curve for Automobilas : - :
The law of demand holds in this 4] 1.8 28 38

marketl because the demand curve Quantity (millicns of automaebiles per year)
slopes downward.
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1 Sketching a Supply Curve

Supposc the yearly supply of whear in
Canada is described by the equation

Solution

(a) To find the yearly supply of whear, given the average

=015+ P (2.2) price per bushel, use equation (2.2):
where ° ‘is ||1:=: ‘quanli'lr_}r of wheat prﬂ(lm_.‘cd in Canada Average Price  Using Equation (2.2) Quantity
per yvear {in billions of bushels) when P is the average per Bushel (P) Supplied (2%}
price of wheart (in dollars per bushel).
12 QF = 015 4 2 = 2,15 2.15 million bushels
33 Q* =015 + 2 = 3.15  32.15 million bushels
Problem $4 @ —0.15 + 4 — 4.15 4,15 million bushels

(a) What is the quantity of whear supplied per year when
the average price of wheat is $2 per bushel? When the
price is $37 When the price is $42

(b} Figure 2.4 shows the graph of this supply curve. We
find it by plotting the prices and associated quantides
from part (a) and connecting them with a line. The fact
that the sapply curve in Figure 2.4 slopes upward indi-
cates that the law of supply holds.

(b} Sketch the supply curve for wheat. Does it obey the
law of supply?
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