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Problem 1. You are given the following schedule of demand for chocolate hearts. Use it to answer the 
following questions. 
 

Price  ($) Quantity (lbs) 
4 6 
8 5 
12 4 
16 3 
20 2 
24 1 

 
(a) Plot the demand curve using appropriate economic conventions. (Think: what goes on the y-axis 

and what goes on the x-axis?) 
 
 
 

(b) (i) What is the slope? (ii) Is it positive or negative? (iii) Why? 
 
 
 
 

(c) Calculate the own-price elasticity of demand when the price changes from $8/lb to $16/lb. Is it 
elastic or inelastic? Interpret. 

 
 
 
 
 

(d) Chocolate, specifically the kind used to make chocolate hearts, has recently been found to be 
linked with impaired decision-making. Will this affect the demand schedule given above? If so, 
how and clearly illustrate on your graph from (a)? If no, explain why. 
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Problem 2. You are given the following schedule of supply for chocolate hearts. Use it to answer the 
following questions. 
 

Price ($) Quantity (lbs) 
18 24 
16 20 
14 16 
11 10 
7 2 
6 0 

 
(a) Plot the supply curve using appropriate economic conventions. 

 
 
 
 

(b) What is the slope? Is it positive or negative? Why? 
 
 
 
 

(c) Calculate the own-price elasticity of supply when the price changes from $16/lb to $14/lb. Is it 
elastic or inelastic? Interpret. 

 
 
 
 
 
 

(d) The silicon in the heart-shaped molds used to create the chocolates recently increased in price. 
Will this affect the supply schedule given above? If so, how and clearly illustrate on your graph 
from (a)? If no, explain why. 
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Problem 3. Given the supply and demand conditions illustrated in Problems 1 and 2, respectively, answer 
the following questions.  

(a) What is the equilibrium price and quantity in the market for chocolate hearts under the initial 
conditions depicted by the demand and supply schedules? Graph it using the complete schedules. 

 
 
 
 
 
 
 
 

(b) Assume chocolate hearts are normal goods. If household incomes increase by $1000/month, will 
the equilibrium in the market be different from what you found in part (a)?  If so how and clearly 
illustrate on your graph? If no, explain why. (Note: You do not need to calculate the new 
equilibrium price and quantity. Just graph it.) 

 
 
 
 
 
 
 
 
 

(c) Valentine Day, the CEO of the powerful chocolate-hearts-maker YumChocolate was recently 
found guilty of collusion. In response, the FTC vows to break up the concentrated chocolate-
hearts market. Assume that barriers to entry in this profitable industry diminish. Will the 
equilibrium in the market be different from what you found in part (a)? If so how and clearly 
illustrate on your graph? If no, explain why. (Note: You do not need to calculate the new 
equilibrium price and quantity. Just graph it.) 


