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ECON 101 CccC
MIDTERM FALL 2017 instructor: K.L. Wiseman
Allotted Time: 85 minutes 25 QUESTIONS AT 4 MARKS EACH = 100 MARKS

NAME: Last Name, First Name

UBC Student #:

EXAM PROTOCOL

®= DO NOT OPEN THE EXAM, TURN IT OVER OR LOOK INSIDE UNTIL YOU ARE TOLD TO BEGIN.

® Students can have a BASIC calculator (NO STORAGE) & writing instruments only.

® Students are required to leave all personal belongings -- including pencil cases, jackets, purses,
backpacks, notes and cell phones on the floor by their desk OR at the front of the room.

® Once the exam starts, students should not leave the exam room until they have completed and handed
in the exam. No leaving the classroom for bathroom breaks.

® Raise your hand if you have a question during the exam.

= If you are done early, call one of the TA’s or the instructor and he/she will pick your exam up.

® No leaving the exam room in the last fifteen minutes of the exam.

*  When the exam time has finished, stop writing and pass your exam to the aisle. During this time, you are
still under exam conditions so please remain silent and seated at your desks.

WRITING THE EXAM INFORMATION

= Please write neatly.

" Business exams are quick exams so use time management to complete all pages.

* Keep your answers brief and to the point — use lists, outlines and point form where appropriate.
* Read questions carefully and answer the questions in the space provided.

= Explicitly state any assumptions you have made.

TERMS: Definitions of some common instruction words.

Describe  Give details of processes, objectives, items included, properties, or connection to a concept.
lllustrate Give concrete examples — including graphs, formulas or diagrams to explain.

Explain  Give detailed reasons for an idea, principle or result, situation or view. You may need to give
some analysis.

Discuss  Explain, give examples, points for and against, then analyze and evaluate the results.
Evaluate Similar to discuss, but with more emphasis on a judgement in the conclusion.

Outline  Provide the main points plus a few details &/or examples to make the point clear and
demonstrate your knowledge of the point. Not just a list!

Contrast Emphasize the differences between two terms, elements or concepts.




QUESTION 1

a. Suppose the cross elasticity of demand for products A and B is +3.6 and for products Cand D is -5.4.
What can you conclude about how products A and B are related? Products C and D? Explain.
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b. Why are environmental advocates concerned about retail clothing firms’ use of the concept of price
elasticity of demand? Note: an environmental advocate is a person who is dedicated to protecting and

promoting the environment. Explain using the concept of elasticity. Graphs and examples are always a
good idea.

£ P o rddfionsh p &h clovee s defined as elashc
perages W TP ¢ TTR Iy oot comimess T Bp

Cy. AOYOLATES (O NCDND
v S*nM\ Recance - Fems Nego 0 TR
as Ty BT uves P (sales) ¢
/) D MoreThaX CONS UN PTION B
/ / P -RAD PO CNY(RON MEN]

QUESTION 2

An efficient market means everyone is happy. True, False or Uncertain. Select your answer and explain your
reason/s. A well-labelled graph would be a good idea.
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QUESTION 3

Use the ideas of consumer surplus and producer surplus to explain why economists say competitive markets
are efficient. Why are below or above equilibrium levels of output inefficient, according to these two sets of
ideas? Be sure to define the term efficiency, consumer surplus and producer surplus as part of your answer.
Graphs and examples are always a good idea.
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QUESTION 4 A %W\l :

The Canadian economy is closest to which of the following economic market systems?
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D. None of the above
Select your answer and then describe that economic market system (hint: factors of production ownership
are one of the elements to include).
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QUESTION 5

Given the following equation Qd=124-4Pand Qs =-16 + 3P

a. What is the equilibrium price and quantity exchanged in this market? Show your work.
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b. What is the value of the consumer surplus,
equilibrium? Show your work.
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producer surplus and economic surplus at market
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c. Show the market equilibrium and surpluses using a well-labelled graph {include correct intercepfs).
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d. Outline 2 sources of market failure and explain the effects of market failure in a competitive market.

Graphs and examples are always a good idea.
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QUESTION 6

a. [f the price of Pepsi-Cola increases, we should expect the demand for Coca-Cola to increase. True or
False. Select your answer and explain your reasoning. Be sure to use main economic concepts and at
least 2 graphs!
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b. What are the income and cross elasticities of demand? Why might they be useful to business managers?q\
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c. Over the past three months, while the $500 fare has been in effect, each of the two daily flights have
averaged 10 passengers. During last summer, the carrier ran a sale and charged $300 for a round-trip to
Victoria; during the six weeks of the sale, the airline averaged 20 passengers per flight. What is the value
of the price elasticity of demand? Explain the meaning of this value.
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QUESTION 7
a. Describe the rational spending rule and provide the equation. Explain how this is used by consumers in
making choices.
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b. As discussed in class and on the video shown in class, Richard Thaler has just won the Nobel prize for
Economic for his book Nudge. Explain how the theme of his book relates to consumer behavior.

C. Using an example from your own life, explain the concept of utility and diminishing marginal utility and
how they are useful in your own consumer choices.
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QUESTION 8
a. llustrate the invisible hand concept in a market. Be sure to describe how this invisible hand is important

in reaching market equilibrium. ™ Q% 2V
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QUESTION 9 Q
Why do people buy potato chips when they ar sale but not potatoes? Explain using econom
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Lechny 2
QUESTION 10 6])113 Ny / 55/

A friend of yours has decided to go into business selling ice cream bars and knowing you have taken Econ
101, asks for your advice.

a. Your friend is interested in understanding supply in the market. Outline four factors that influence
(shifters!) the supply of a good such as ice cream bars. Please use examples and a well-labelled graph.

D 4 ) thoos 6 Z/m/m; v“&m»azéwﬁ,,

_ P4 fhem § prindiot - 55
PR rlated g |
! emgédm ot price él/
_ ¥ %Ww Q
Ay

b.  Your friend is interested in Understanding demand in the market. Outline four factors that influence
(shifters!) the demand of a good such as ice cream bars. Please use examples and a well-labelled graph.
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c. Your friend is also interested in the relationship between price changes and total revenue for firms with
elastic demand curves. Explain the elasticity and total revenue relationship. Use a well-labelled graph as
part of your explanation.
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An efficient market implies an equitable market. True, False or Uncertain. Select your answer and explain

your reason/s. > (’qu ﬂ\dﬂ
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Describe one mathematical concept that could be considered “Math for Economics”.
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QUESTION 13
Thdmdrv also be referred to as the marginal benefit curve. True, False or Uncertain. Explain
cepts and a well-labelled graph.
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QUESTION 14
Contrast the following terms:

i. Total Utility and Marginal utility
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