
ssignment 1

1. Ahumancivilizationfindsanewwoodsourceottotal 120 units • Woodcan
eitherbeusedtoproducespearorbowforhunting .

Awoodmasterthencalculates
that inordertoproduceaspear , ittarkes 4 unitsotwoodwhile 3 unitsforabow .

Answerthefollowingquestions ..

1. แ Assumedthattheopportunitycostotusingthis 120 unitsotwoodtoproduce
theproductsisconstant

,
draww PPC

, displayingquantityotspearontheverticalaxis
andquantityotbowonthehorizontalaxigandindicateatltheessentiatdetailsinthe
graphandexplain •
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Fact 1 Theline AF iscalled
"
Production Possibility Curve "

Factznr Fromthe PPC
, whenusing 120 woodspospearscanbeprodvced

butcantproducebows • Whenproducing 24 spearsgthereare 8 bow
Crattingsticksleft . whenprodvcing 18 spearsgthereare 16 bowcratting
sticksleft• whenproducing 12 spears , thereare 24 bow lett • When

'

Producing 6 spears , thereare 32 bowleft • Finallyghecantproduce
spears งุ๋ thereare 40 bowlefta



Fact 4 Tradeoff

ฉื๋" givenlimitedresources
,
morebow lessspear

- 6 morespear lessbow
+8 B(8,24)

•

1. b) Howmuchistheopportunitycostforaspear , intermsbow ? Show

howyoucalculatethisfigure.Answeropportunitycostforea.ch spear . lwillcreateaschedule
Spear (4) Bow CXI y ~¥ภุ๋-s
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Findslopefrom Yz -9 เ
= 8-0 =-3 = -0.75 foranextraspear
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Therefore
, Opportunitycostothavinganextraunitotspear

isequalto 0.75g 0.75 unitofbowforgone • #

e.g. B 1 8-0 เ 75,24) = B
'

(7. 25,24)



1. C) Withthisnewlyfoundresource , isitpossibleforthis civilization
toprodvce 20 spearsand 12 bows ? Ifitis

, isthisoptionefficient ?
Displaythisoptiononagraphfrom (a) andexplain .
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Fromtheaboveotgraph , itshowsthatusingwoods 120 units
Itcanproducespears 20 unitsandbow 12 units • Thus

, itispossible
toproducebutitsinetticientbecavsetheprodvctionquantity would
yield 4 woods

, sotomakemoreetficientonemorespearmighthave
tobeprodvcedtocompletelyrunatotwood • #



1. d) Ifanewmethodotmakinghowisdiscovered andrequiresonly
1. 5 unitsofwoodforeaeh bow

, howdoesitatfecttheppcandthe
opportunitycostforaspear ? Illustratethechangeandexplain •

Answer Iwillcreatethescheduleagainandthen IcreatethegraphasweII.

Spear 141 Bow HI Bowlแ unitl Original opp.costNewopp.cost

30 0 0 0.75 0.375
24 8 16 0 ร 75 0 เ 375
18 16 32 0 เ 75 0.375
12 24 48 0.75 0.375

6 32 64 Oo 75 0.375
0 40 80 0.75 0.375
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Fromthebelowof graph

, Withthetechndogy that

makesbowsusinglesswoods.Theopportunitycostforspea.rsinbowshaschangedtobow
24 • • Production . Theretorg MRPT spearandbow

decreasewhenamountofresourcedoesnt
แ • increase causing thegraphchanges
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* Imreallysorryformywrongscate *



2. Assumedthatacomputerdevicesmarket ispertectlycompetitive ,
answerthetollowing questions indetai 1.

2. a Draw agraphshowingthatthecomputerdevicesmarketisin
equilibriumatacertainoriginalequilibriumprice Pandequilibriumquantity
Duringthepandemic , manypeopleareassignedoworkfromhomeand
computerdevicesarecrucial • Doesthemarketdemandormarketsupply
ofcomputerdeviceschange ? Explain •
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Fromthearboveofgraph , Innormalconditions.computersareatequilibriumatthepricelevelPcohasaqvantityat Q • • AHerwards
,

when anewwaveofepidemiciscomingitcausespeoplehavetoworkfromhome.ITIeadstoincreasedemand
, so D shiftedto Ds

Thisiscausedtheequilibrium changefromeoto g. However,
thesupplyremained unchangedbecausethepandemicfactordidnt
atfectthechangeinsupply •



2. b) Afterwhathappenedin 2.at , attheoriginalequilibriumprice Powill
therebeexcessdemandorexcesssupply ? Showthenewmarketequilibrium
andstatetheequilibriumcondition . Doesthepandemiccausetheequilibrium
priceandquantitytoincreaseordecrease ?
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excessdemand

Attheequilibriumprice Poandequilibriumquantityat Qopo
theequilibriumpriceateo.subsequently , therewasachangein
equilibrium dvetothepandemic . Itcausestheequilibriumpriceshifted
fromeotoey • Hence, thequantitydemand changesinanincreasing
direction • Whenmentionat Poitstimdatesexcessdemand (Qp > Qs ) .

Atthenewequilibriumitwillincreasetheequilibriumpriceand
makesthequantityequilibriumincrease becowsethepandemiccreates
mostpeoplehavetoworkfromhome • Therefore , peoplewillbuythe
computersmore • Andwhenproducers producemoreenoughcompvtersfor
peopleง demand

, thegraphwillchangeandhappennewequilibrium •

Finallyg Toremoveexcessdemandthepriceofcomputerswillincrease
untilexcessdemandequaltozero •



2.CI Fromthesituationin 2. b)
, comparetheconsumersurplus

andprodvcersurplusinthiscomputermarketbeforeanddvr ingthe
pandemic

Answer Beforethepandemic
Plbathl
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Fromthegraph
,
Generatcondition

lassumetheequilibriumlevelot
computershaveequilibriumprice
at P 101=10,000 bath , Qo ะ 100

devices • Consumerscanpurchase
themaximumpriceat P 111=11,000
bath . Whileprodvcerssatifiedwith
producingcomputers inminimum
priceat Pkl = 8000 bath .

So CS = 12 ✗☒ 1) × Qo
CS =# 100 ✗ 1000=50,000 bath

PS =µ/KP2) × Qo
PS ะ { ✗ 100×2000=40,000 bath
i. Totalsurplusequalto 90,0ออ bath



Answer Duringthepandemic
Plbathl
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Dvetothepandemic , itcausestheequilibriumlevelshifted
tromeoto g. Theequilibriumpriceshiftedfrom Plo ) = 10,000 bath
to Pl3) = 10,500 bathandequilibriumquantityshiftedfrom Q 101 = เออ daices
to Ql1) = 110 devices • Sotheconsumerscanpurchasecomputersinmaximum
priceat P 1 4) = 12,000 bath

• Whiletheprodvcerscanprodvcethesame
asbeforethepandemicbecavsethepandemichasntattected
thesupply • Consequently , Newconsumersurplus = ± 1Ri B) • ยุ
= ±× 1 500 ✗ 110 = 82,500 bath andproducersurplus = ± 11ง%) • 41

= {✗ 2500 ✗ 110=137,500 bath ,
SO totalsurplus equalsto 22gooobathlPSTCSI

Fromthesituation
, Thepandemicmakesthedemandtobuycomputers

increase.cons.umersareableandwillingtobuycomputersinhigherprice .

Itcavsestheconsumersurplusincreaseaswdl • Thus, theproducersurplus
increasesatthesametimebecausethepriceofcompvterishigher •



3.) Considera Systemon - a-Chiplsalmarketthatisassumedtobepertectly
competitire , duetoateachnical problemotprodvction , thereareonlyafew
faetoriesthatcanprodvcethenextgeneration Soc• Answerthetollowingquestions
indetai I.

3. a) Draw ademandandsupplyongraph whendemandhasnormaldownward
slopewhilesupplyisperfectlyinelastic • Theequilibriumpriceisat $ 50 andthe
equilibriumquantityisat 5,000 unitsaday •

Pl$1
Answer S
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Fromtheabovesituation
, Elasticity isaformofinelasticgraph

sothegraph willhoweslope = อ . whilethesituationislimitedthat
theequilibriumisat $ 50 andtheequilibriumquantityisat 5,000units.whenldrawthedemanditshowasinthegra.ph•



3. bl Withthesituationin ง . อ)
, astudyrevealsthatwhentheprice

dropsto $ 40
,
therewillbe5oounitsotexcessdemand.ca/culatethepriceelasticityotdemandandsupplyattheeailibrium •
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Find Ed trom § • ¥ = Qa - Qs • P

12 - M Q

Ed = 5500-5000 •ฏู = งุอู | • 1
µ

= Hd =

{ Or 0.5#40-50
Edผั๊

Ed = 0.5 e. Demandforproductsinpriceinelastic Inelastic

Find Egfrom s Q • P = Q2-Qs • B
DP 0T Pz -1ำ Qse

Eg = 5000-5000 • go
Thisisperfectly

40-50 ษฺ
inelasticsupply ฬฺ
becavse Pricet

ง = % นะ เอ = ๐#
but 8 unchanged

Sothepricedasticdemandhasvalue อ . 5 andthepriceelasticsupplyhasvatoe 0#



3. C) Withthesitvationin 3. แ )
,
ifaunittaxisimposedonbuyers

for $ 10
, portraytheresultotthisinterventionindudingthenewequil ibriumpriceand

qvantity , deadweightloss, andtaxburden.AM indicatewhichpartottheburdenbelongs
theeitherbvyersorthesellers •
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Incondvsion
, whenthesupplycurveispertectly indastic • Thereisnt

deadweightlossl Dw4 whenthegovernmentintervenesinmarket - place .
Deadweightlosscanentirelyhappenwhenthequantityofproductsisbeproduced
andconsumeddecreasesbecauseottheintervention.similarly

, Nodeadweight
lossinthiscasebecavseallburdencanbeputontoproducers .


