1.  In 2003, the overall worldwide price of wheat fell, however, the equilibrium quantity of wheat was different in various markets around the world.  For EACH of the following, draw a correctly labeled supply and demand graph showing the decrease in price with the stated impact on quantity.  Explain the shifts made for each part.  

a)  The quantity of wheat decreased. 

b)  The quantity of wheat increased. 

c)  The quantity of wheat did not change. 

2.  Atlantis, using all of their resources, can make either 40 tractors or 10 cars.  Xanadu, given the same resources, can make either 20 tractors or 30 cars.

     a)  Draw a correctly labeled production possibilities graph showing both countries’ curves on the same graph. 

     b)  If these countries were to specialize and engage in trade, who should make tractors and who should 

          make cars and why?
     c)  Assume the countries specialize and negotiate the following terms of trade:  2 Tractors = 1 Car.

i)  Is this trade beneficial for Atlantis?  Explain using the concept of opportunity cost.

             ii)  Is this trade beneficial for Xanadu?  Explain using the concept of opportunity cost.
3.  Assume the following headline appears in a newspaper for the country of Cannonland:

“Productivity in Cannonland SOARS!  Price Ceiling no longer problematic!”

a) Draw a correctly labeled supply and demand graph demonstrating the initial effects of the price ceiling.

b) Demonstrate, on the same graph, the change that has occurred in Cannonland.  
c) Identify two likely reasons for the increase in productivity.
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