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1.b)  To produce 30 Spears, we will lost
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Y-y, = m(x-x,) y= mx+¢ 20=-3X+30
30-0 =mM(0-40) Y=-3x+30 t
30 = m(-) i 10«4 =X
M= < 3 -3
N X = 13.33

This option is possible but hot efficient becavse it is below
the PPC curve means that there are some resources left ¢

To produce 30 Spears, we will lost &0 bows
To produce 1 spear, we will lost g_o = 2.6% bows
0
. opportunity cost for spear is increase from
to 2.63 in terms of bow #
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1.3) €= 14Qd = P -Qa-@y
74P @ Py-Py
¥ - 21000- 20,000
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When price 9o up by 17 quantity demand go dowh by 0.1615 7

1b) £g= 1AQd = Py Q-
/AP Q‘l Pz‘P1

29 . @, -21,000

21,000 15-29

As &y from23) = -01615 ~» |-0.1615| < 1 means the demand is inelagtic

When the demand is inefastic price-reduction stradegy will not
help increase total revenve of MRT Purple ling. Because when
price decrease, quantity demand increase only 3 little. 3
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3.b) consumer surplus (c§) =
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1x80x30 = 400 #
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producer Surplus (ps) = %x 80x20 = 800 #
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3.0) Price is higher, 50 producers Can sell 1ess
humber of headphone. Then
- producer Surplys become smaller
- consumer Surplys become smaller

3.d) Due to the collusion there is deadweight lost
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4.3) Slope of budget line = Py = Px

Pu 10
slope of IC curve =|MRS,,| = |AU|=|Ys-Ua|= [8-18]= |-8] = 8
P | x3| |Ax| Xv - X3 |4'7_| | 'L| 2
MUy = K
[MRSxy| = e
Py
LREN <4
2 10
px= 9{0 = 45 #
by MUy = K —> I=PXx- Py
Mly Py I = (180)(L) " (40)
MRSy = o I= 1080 #
Py
9= 1%
2 Ty
Py= 40 —

4.¢) From point C to D (c>8~D)
C+B, consumer loses 4 ytils from consuming less 9 units of nuts (from IC, to ICy)
B0, consumer Qains 4 utilS from consming more 4 units of avocado (back to IC,)
So,consuming & more avocadoes yields 4 util of Muy
.. Average marginal per unit of avocado is L= 1 vtil #

t.d) MRS gy ey |= QU= [o-Uafs |8-% )= 9= 45
ax Xe-Xa -2 2

MRSXS(E)= A‘l: HE-H = 6-9|= -i = 1.5
AX Xe-X 6-4 2

MRSXH(F) = Ag_ = HF-HE < 3'9 = ‘3- - 0.?5
Ax xF-xE 10-6 4

. Consumer’s utility received from consuming avocado is in accordance with the Rw of
diminishing marginal utiliy, a5 the consumers consUme more avocado, consumers
will get lesS marginal utility (MU) #



