ECON 102: Microeconomics Your Name:
In-class Exercise: Food Prices

Directions: Answer the following questions about the Fconomist article, “Cheap No More
- Food Prices.” Work in groups of three or four. Only one paper in your group will be
graded, but all of you must turn your own written work. The paper to be graded will be
randomly determined and all members of your group will receive this grade. Therefore, it
is in everyone’s best interest to make sure everyone in the group understands the problems
and contributes fully.

By signing below, you agree that the following work represents the efforts of everyone in
the group, and you are willing to accept as your own grade for the group project the grade
earned from representation of your group’s work. Every member must agree to these terms
to earn a non-zero grade for this assignment.

Signature Group Member 1 Print Name Date
Signature Group Member 2 Print Name Date
Signature Group Member 3 Print Name Date

Signature Group Member 4 Print Name Date



1. The International Food Policy Research Institute estimated enough information to
determine a range for the price elasticity of supply. Calculate this range. Does that
indicate food supply is elastic or inelastic.

2. The article mentions that normally, high food prices are caused by crop failures. Use
supply and demand graphs to show how crop failures lead to increases in food prices.

3. Name the two reasons the article suggest for the rising price of food in 2007. Use
supply and demand graphs to illustrate the impacts on quantity and price of food.



4. What has happened to corn prices as governments have been encouraging the use of
ethanol? What has been the impact of this on the market for other crops such as wheat
and soybeans. Show the effects on the supply and demand for wheat. What do you
predict will be the impact on quantity and price of wheat?

5. Since the article was published, there has been an economic downturn worldwide af-
fecting the demand for higher priced food such as meat. Moreover, over 2008 low
profitability and poor economic outlooks caused many ethanol plants to close, and
some plans for ethanol plants that were in the process of being constructed have been
terminated. Show what impact you expect this to have on the market for food. What
do you predict will be the impact on food production and food prices?



