Assignment 1

@ A homan civilizafion finds o new waod sovrce of fotol 120 units, Waodh con
either be used To produce spear ov bow for hurifing. A wood master then caloulofes

that in oder o poducs o speav, it fokes 4 onits of wood while 3 urits for o bow.
Answer The following questions.

1.0) Assumed fhal the opporlunity cost of using This 120 unifts of waodh T praduce

The products is consTaJn% dow & PPC, displaying quuntify of spear on the verlical auis

and quartity of bow on the horizonfal astis, and indicate al the essertin) defsils in the
ginh ond eaplain.

spear (units)

Pnswey sk A0

T4 5 foasible bul inefficient
s T1!s fopsible and efficien.
e===T1'S infeasible To produce

Fact 2 The line AF is calleds " Roduction Possubilﬁg Lot

Foct 2 Fyom the P7C when using 120 wonds 30 Speaxs can be. pioduced
but con't produce bows. When producing 24 spears,, theve are % bow

cfing Stk leFt, when producing g Spears, thefe ave 16 baw cffin
sticks left, when \on%ucmg 1 5980t ﬁﬁw pie, 24 bow leff. when
producing 6 spears, Thewe ave 91 bow e

Finally, he cun T produce
spepts 5 There ate 40 baw left,



Focl 4 Tiade -off
A(0,90)

P -b
ﬂ\\' B(%,24)

oiven linited vesources , more bow — less spent
move, speax —> less bow

1.6) How much 5 the oppoitority cost for o spear, in Terns bow? Show
how You caleolate this figure,

Answex_ opporlunity cost for gach spear . | will cvesle o schedule

Speas(t) | Bow(7) | A
OA
A0 0) T 00?5
o g 0% | torshnt
1% 16 —0.15
12 Y —0.75
6 32 - 01?5
O 40 — (.75

Fird slope, from Y, =Y,
PR

= 80
24-30

o opporfuni Ty cosT

‘_i, =0 for on eofi, spear

Theretore, Oppodunity cost of having on st wit of speax
s equa) 10 075 , 0:%6 unif” of bow fotgone. 1

e.9. b L5-0%524) - 4 (%25 24)



L.C) With this newly foundd vesoorce , is it possible for this  civilizaion
To produce 20 speass and 12 baws 3 'If 1% sy is This oplion efficient 7
Display This opfion on o guph fom (a) ond eplain.

Answey  9PEX (unifs)

S bow (urits)

& 1 1 YRR 46

Fom The albove of quaph i Shows Thal using weods 120 Lnifs

1+ con produce Spgans 20 unifs and bow 12 unifs, Thus, it 5 possible
To pioduce but iH's inefficient because the production quanfity wodd
yield 4 woods, so fo make more efficieit one more spear might hare

o be podueed o comlelely oo ouf of wwd, I



1 d) T8 o vew weftod of making how is discovered, ond. vequives only
1§ units of wood, for eath bow, how does it affect the ppo and The
opporfonity cosT for & spear I Tlushate” the change and explain

frswer T will ceale The schedule agoin and. then T ceale the gagh as wel.

Spear ()| Bow () Bow (16 unit) | Orgina o cost | New opp.cos
30 0 Q 0:79 0,579
24 ) 16 0 7Y 0979
18 1h ) 0:%5 0,995
) 2 4% 0.7 0,095
6 o i e 0,075
0 i %0 0% 0,975
éyem(uni’rsg
on The below of WPY\? With the fechnology  tha:t

makes bows using ” less woods . The dpportunity -
cost foy speas i bows has changed To bow
praduction . Thevefore, MRPT spea Gnd bow

. decreawse whert gmoun! of vesovice doesr T
51 o Incease cavsing the gaph Changes
in such o wwsj that it's o
ol oorollel fo The oviginal graph.
6+

: i : i ' 1 : » bow (units)
% 16 2 B 40 a4 64 %0

x ' eally sony fo my wony seale x



@) Assumed, That o compiley devices waker is perfectly conpefitive
answer The Tollowing questions in defail

2.0) Daw g em,]fh showing Thal The compufer devices markeT is i
equilibivm ot o tertuin oviginal equilibiom price £, and equilibrivm quanfify Q
During The pandemic , many people e assigned % wotk fiom home. nd
compufev deviees o ceia. Does the mavkel demand of morket supply

of compufer deviees change 7 Exiplain,

Ansiex ﬁ

From The above of giafh, |n nemal condifions, eomptlexs e of
equilibiom o the price. lerel P, hos o quunity of @ge Aflerwads,
when 0, new wove of epidemic is coming T covses peole have To " wiork
from home. TF Jeads 10 inctesse demdnd, , o Dy shifled fo Dy
This s covsed the equilibivm Change from €, 1o €+ However;
the Supply vemained unchanged becadse The pandemic focoy didi T

affect the change i supply »



2.5) After whaf huppened in 2.0), af the original eqpibbiium pice P, wil
theve be exacess demand: ov excess supply | Show the mew matket equilibrium
and. state the equilibrim Condition. Does The pandemic couse the equilibrium
price and opontify o incvease or decease )

p S

|

|

|

|

|

|

|

I |

Q() Q 1 QD
PALRSS dfemomd/l

AT The equilibiom price Py andequilibrum quanfity af @, | 50

the equilibium price of €. Subsequertly, There was 4, change in
equilibrivm  dwe fo the pandemic. T+ couses The equilibrium price  shiffed,
from e To €4 . Hence, the quantity demand  Changes in an incveasing
divection» When merfion o 9, it stinldes excess demand, (Qp 7 Qs) .
At the vew equiliyiom i wil” incvense the equilibvivm price and:
makes the_qupnt i*{q equilibviom incresse  becaise. the pandemic - Cremes
most people. have To work from tome o Thevefove , seople will buy the
Compulefs more., Ands when Produces ?wduce Mote, enoudh CONEU’Y@Y\S oy
people"s demonds  the, gagh will change and: happen  vew equilibriom s
Finally , To vemode exczss demand the price. of compuless will inctease
unti] ercess demand equol fo zexo,



2,0 ) From the situafion in 2.b), compare fhe consumer surplus

ond producer surplus in This compuler makel before and: during the
pondenmic

Answey Betore the pandemic
P (oath)

)

> (device)

Fom The graph , General condifion
| assume the equilibviom level of
compufers have equilioriom price

6f 7 (0) = 10,000 bath , Qg = 100
devices o Consumeys Coxi purchase
fhe, mazimom price 0 P (1) = 1,000
bath . While producers safified with

d ulers in mini
e

So (S :%x@)'?‘)x(bo

(S = Lx 100 1000 =0 bt

PS5 = 1P )xg, |©

2
Pés_;:x 100x2000 = 40,000 baTh

) Totl suglus equal fo 90,000 buth



2,¢) Fyom the situafion in 2.b), compare the consumer surplus
and dgwdjucer surplus i This compufer marrket before ands during the
pandemic

Answer Duving The gandemic

0 (oath)

t _AUNSUMES Surplus S
f offer price Change
p, | Congumex —=a"d
Surplus
plo VI T g

%X e

P, | )
' >Q (deice)

Q

Due o the pundemic, it couses the equilibriom level shifled
fom e, To e, The ol biive price.  Shiffed. from Plo) = 10,000 bath
o Pl)= 10,60 bath ana, equibbriom quanfity shiffed from QL0) = 100 devieas
To Q) = 10 devices, So The tonsumess con purchase compulers 1 mazimom
pice. wf P& = 19,000 bafh, While the poducets con produce the same
4S before The pundemic because the pandemic hase T offecled
the supply . Consequertly, New consomes surglus = L Py~ ) e G,
= Lx 1600 % 110 = 82500 bath and puodueer surgd = 1 (P, )18,

* = Lrasooxio = 1% 60 both | 50 Tofal surplis  equls to” 220000 bafh (7Y

fom The sitwfion  The pandemic makes the demand, fo buy compulers
inciease . Consumess wre oble ond willing 1o buy _compufers in hig%ef price.,
Tt cwwses The consomex surplus inoiense s el Thus, The pradocer suxplus
incienses af the same fime because the, price of compitex is highey,



%) Considey o dydlem-on-a-Chip (SOC) markel that is gssumed, To be pecfectly
compelitive, due fo 0. teachnical  pioblem of praduchion | Thete e only o, few
mﬁm@f ]ﬂmL con poguce The e genexafion 900 Ansuer the folawing quesfions
in delwil.

%0) Dow o demand wnd supply on gaph when demond. has vovmal downwaxdd
slope hile supply is perfeclly inelastic . The equibbrivm price is af $ 5o and the
equilibiom quontity i of §ooo voifs o day,

P(f
Answey S

90

000 ) Q (Uﬂitﬁ)

hom The obove situation, Elasficily is o form of inclsfic. guph
50 fre ggajph will hove slope = O . While the sifiwhon js liited that
the equilibdom is of &0 and the equilibiom quantity is af o .
when | diow The demandk T Show ws in The gvaph,



0.b) With the situafion in 2.0) o sy veweals Thal when The price
dops To § 40, here will be 0o units of excess demandl . Calcolate the price
elasficity ogwg;lemamob and supply ot The equilibriom .

Answes S

e

000 &500

Find: €4 from AQ . P = @,-04 o P
DP Q EL_P1 ®

5@Q (unifs)

€, = 5500~ 6000 ¢ =‘-$oef’-,1_ - ﬁ)ﬂ_oro.ﬁt
40-60 &y |10 | 660 10| 2

£4,€0

| ‘o
g = 005 <o Demand for poducts in prico melastic Tebste

Find €, fom A& of = 8,704 4§
AP Q P-Pp Qg

is is petfect
€ = G000 -G000 » 5o This is pertectly

S T inelastic supply?
#0760 5‘?(%80/ becawse, Pyice |

T bt Q unchanged
e =10 L =}-0|-
[t Tl °
So the pice elastic demand, hus vohe 0.5 qnds the price ehsfic suply bus walve O




5.C) With the sifunfion in 9.0) if o vnit fur is impasedl o bugers

foc § 10, poifiay The vesult of this infervention incloding the vew equilibriom price o
quinfify | desdueifit s, ond foox burden. Ao indicale which pwrf of the burden belongs
The eifher buyess ov e sellexs .

qe)

Answes S
S

50 R &
% \
D )
s Lunits)
5000
before, The Tod
0(h)
) (S befoe infexvenfion

PS befoe infervedtion
05 offer infexverfion

RS ofter infenvention

Tort budden

////// )y V 5 Q unils)

In ponclusion, when the suEplg cone, s etfectly inelasfic, There isn' T
deadweight loss (DWL) when The govesment  infervenes i maxkef - place.,

Deadweiah loss con envely hagpen when the quanfity of poducts is be produced
and consumedh  decwenses  because of The infevsention, éimilm\g, No. deadueight
loss i This e becowse oll buden con be puf oo produrces,




