Economics 2306						Name _______________________

Principles of Microeconomics

Professor James Henderson

Fall 1998



Homework No. 1: Graphing



1. Using the grid below, graph the following equations:

	a. C = 50 + 10Q				b. P = 100 - 5Q
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2. In the space provided, draw graphs of variables x and y that illustrate the following relationships:

	a. x and y move up and down together
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	b. x and y move in opposite directions
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�	c. as x increases y increases, reaches a 

	    maximum and then decreases













�	d. as x increases y decreases, reaches a

	    minimum and then increases













�	e. x and y move in opposite directions, but as x

	    increases y decreases by larger and larger

	    increments for each unit increase in x





3. Consider the data provided in the table below representing the production possibilities schedule for soybeans and wheat (in tons).  



Pt�Soybeans�Wheat��a�200�0��b�180�60��c�160�100��d�100�160��e�40�200��f�0�220��

�

a. In the space provided, plot these possibilities, label the points a through f, and draw the production possibilities frontier.  (Plot wheat on the horizontal axis).

b. If the economy moves from possibility c to possibility d, what is the opportunity cost per unit of wheat in terms of soybeans?  _____________

c. If the economy moves from possibility d to possibility e, what is the opportunity cost per unit of wheat in terms of soybeans?  _____________

d. In general terms, what is happening to the opportunity cost of wheat as the output of wheat increases?

_______________________________________________________

e. Given this production possibilities frontier, is it possible to produce 170 tons of soybeans and 120 tons of wheat?  Why or why not?  ________________________________________________________



4. Consider the data given in the table below.  



United States Health Care Spending

Summary Measures, Various Years



Year�Total spending

(in billions)�GDP

(in billions)��1950�$   12.7�   282.2��1960�     27.1�   511.3��1970�     74.3�1,004.1��1980�   251.1�2,700.0��1985�   434.5�4,023.1��1990�   696.6�5,528.6��1995�1,007.6�7,095.8��

a. Draw a time-series graph for total health care spending and GDP for the years provided.  
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b. How would you describe the general relationship between health care spending and GDP?  Can you suggest a better way to show this relationship? _____________________________________________



5. In the table below, x represents the number of umbrellas sold by Liberty of London per month, y represents  the price of an umbrella, and z represents the average number of rainy days per month in London.  



Umbrellas (x)�Price (y)�Rainy days (z)��120�$10�4��140�$10�5��160�$10�6��100�$12�4��120�$12�5��140�$12�6�� 80�$14�4��100�$14�5��120�$14�6��

a. On the diagram below, graph the relationship between x (on the horizontal axis) and y (on the vertical axis) when z = 4, when z = 5, and when z = 6.  
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b. Suppose that on average it rains 4 days per month.  This implies a certain relationship between monthly umbrella sales and umbrella prices.  Suppose that it is an exceptionally wet summer in London and the average monthly rainfall increases to 6 days per month.  What happens to the graph of the relationship between umbrella sales and umbrella prices?  _______________________________________________



6. Find a graph in a newspaper or magazine and attach it below.  

a. What does the graph try to show?  ______________________________________________________

b. Is someone trying to convince you of something with this graph?  What?  _______________________

____________________________________________________________________________________


