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1. (15%) The demand function for coffee is given by D, = 100-2P.+0.5P; and that
for tea is given by D = 120-p+0.75P., where Pt is the price of tea and Pc is the
price of coffee. The respective supply functions are Sc = 10+P+5W, and S; =
5+2P+2W, where W, and W, are the indexed of weather conditions affecting
production of coffee and tea respectively.

a. What are the equilibrium price and quantity of coffee and tea?
b. What is the cross demand elasticity of tea?
c. Give the comparative-statics effects on equilibrium of changes in weather

conditions variable.

2. (20%) Some indifference curves for a consumer whose preferences are complete
and transitive are sketched in the following figure. The figure has been divided
into quadrants labeled I-IV relative to the point (Xo, Yo). The numbers to the right
of each difference curve are the numbers assigned to all bundles on the curve by
the consumer’s utility function. Notice that the direction of increasing preference
is always toward the point (Xo, Yo). For each of the quadrants I-IV, answer each of
the following questions:

a. Are MU, and MU, positive, negative, or zero?

b. Do the preferences satisfy the assumption of convexity in the quadrants?

Units of Y

X Units of X



3. (15%) Construct a firm’s cost function c(y, w, r) if its production function is
y=1%"

4 = K2 PR EECRL Q(P) = 1000-10P, - (Mo 5 7 e
fﬂi TC(Q) = 100+Q
Q1) I = ey iﬁwﬂﬂﬂﬁ%ﬂ?ﬁﬁw ? (551)
(Q2)=IIHEAR » =5t 2 gt B E | 2 DRl 2 (5 90)

5. FOB TR AT R - SR RO
(1) 57 FEERIHHE 25 & > B [V BRI BAOTER e
57— B 1 Qy(P)=20+1/2P
(2) 55~ FEENAISHHAE) S0 &0 B (WY BRI RO kL
937 B[ Qu(P)=40-2P
(3) IRl R Y 075 4 FERLTC(Q) = Q%200 > QL £

(4) TP B ) Lo -

Q1) W”FA'l#’EUFW’Hﬁ?ﬁﬁ%iﬁﬁﬁﬁ% EIELH ?ﬂr ﬁiﬂilﬂﬁ‘ FIREE el
Hi- Eﬁ?tulﬂ ? (10 53)

(Q2) PN PR ety 1) o PR R R ST R T - %&ﬁk HhamERY
s = ’V“ HIFERIEL 2 (10 53)

6. HiE- [f[ L Ff[l,y ) ﬂ #(DUOPOLY) -

0 e Q(P) = 88-P

(2) Hefiy 1 RS 4 L TC(Q) = Q°
(3) My 2 PO % FrERL TCy(Q) = Q%2

Q1) F MF R~ THYEIEFT | > Nash 5 (Cournot ) % Bl L 2
(10 57)

(Q2) F\FF e UL B\ FF s BRI 318 g

rpfr Nash 5 f#(Bertrand *dr;?)l F‘IEJIH ? (10 JJ)



