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- There are total 120 unids of wood. mak‘mj o spear use 4 unils of
wood , The maximum wumber of spears that can be made is 30 ( %9)
For bow , it takes 3 unils of wood to wake a bow. The maximum
number of bows that can be made is 40 | %’9)

- and B represenls a possible choice that Sociefy can choose to

produce in this PPC.

b) opportunity cost of o spear in terms of bow
3o spears  cost 40 bows

| Spear Cost 1-40 . & or1.33
0 3

3 oppor’wnihj cost of 1 spear equal 1o 1.33 bows



C)  the possibility to produce 20 spears and 12 bows
= |t is possible to have 20 spears and 12 bows ot the same Fime.
Speur I spear vse 4 units of wood
20 spears  Use 20-4 = §0 units of wood
bow 1 bow  use 3 unils of wood
12 bows  vse 12-3 = nits 0
|+ we combine the units of wood fogether, we will get go + 36 =t
units of weod , which is possible as it is under 120 vnits and stay

below the PPC line.

This choice is efficient as point C is below the line.

D)

A new method with 1.5 unids of wood for each bow
- The old meihod requires 3 units of wood for 1 bow , bot 1he
hew one requires only half units of wood in the old method for
1 bow. Therefore, the moaxjmum pumber of bow will exceed davble
from 40 to 30 units as shown in the orange line.

30 spears  cosT 30 bows

1 spear  cost 180 = £ or 263
30

g oppor‘iunH\j cost of Spear ectual to 2.6% bows
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Equilibrivm price
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excess demand
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= During the pandemic situation, most people need to work from home,
and computer devices are crucial. As a result, people have higher
demand on computers. Making the demand line shift to the right
(012 02) and dhat leads to the increasing of the quantily demand.
Thus, the equilibrivm price changes from original (Go, Po) 1o (G, ).

b) After demand shifted, there wil be o change from the equilibrivm
price point € to e1. This increases the quandity demand and supply.
Therefore . there will be excess demand at the original equilibtiom as

people are willing to pay at any price for computers.



() compare congsumer Surplus and producer surplus

Sorplus Befare Afier bifference
CS 13 1 2 2 -3
ps 5 }J &5 3 &
Total 136 12345 9 4
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b) Calcvlate price eloglicily of demand and supply of
the equilibrivm,

td = 2.4ad J.AD = 40-50 100
7. AP S0
= -10.100 = -20/.
7.00d = $500 - 5000 . 199 S0
$000 ed = 10 =-o08/
= S00 = 10/ - 20/,

S0
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