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• Quantity of spear = 120/4 = 30 spears
• Quantity of bow = 12%0 = 40 bows

• The opportunity cost of using 120 units of wood to produce the product is :

constant
,
so it means the opportunity cost of producing two goods is equal regardless

of where you are along the line
.

1. b) The opportunity cost for a spear
= 1¥ = 40-0

=
-% = - Ig I 1.330 - 30

I bow costs = 1.33 spear

1. c) To produce 20 spears ,
we use 20 (4) = 80 units of wood

.

To produce 12 bows , we use 12 (3) = 36 units of wood
.

Total wood = 120 - [80-136] = 4 units
i. We have 4 units of wood left which means this option is not efficient

.
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1. d) The new quantity of bow = 1201.5 = 80 bows

Quantity of spear ly)

so : the new opportunity cost for a spear
= 8¥ = 2.66 . .
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• when we produce 30 spears ,

we will toss 80 bows
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2. a) Price elasticity of demand for MRT purple line
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• : when price elasticity of demand is less than 1
,

it is inelastic
1 Eat < I = inelastic
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when it is inelastic demand
,
it means
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.

price doesn't change the quantity demand
ii. that much because MRT is necessary"

,
Q

for our daily lives .
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3. a) Price elasticity of demand =/ % :&;) / ¥1
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3. b) Consumer surplus = 12×80×10 = 400

} TR = 1200

Producer surplus = 12×80×20 = 800

3. C) Consumer surplus = 12×40×5 = 100

Producer surplus = [15×40] + It ✗ 40 ✗ 10 ] = 600 + 200 = 800

TR = 1001-800
= 900

i. When they charge price at $25 ,
the consumer surplus

and total surplus will decrease while the producer surplus
will remain the same .



3d) Deadweight loss = 12×40×15=300



4 a) Consumer equilibrium : MRS = I
Py

E- ¥
45 = Px

46.1 Consumer equilibrium on point B : MRS =

E- ÷
Py -

- 18%12*1=40
Consumer budget that achieve the equilibrium on point B

• At point B :( 4,9 )
• Budget = f. p + Py - y

=/180 - 4) + (40-9)
= 720 + 360

= 1080 #

4. C.) Marginal utility per unit of avocado = 1¥
• Consumer yields 8 Utils on IC

,

• Consumer yields 12 utils on IC
,

MV
,
= 12-8 = 4-2--2
4- 2

MU
,
= 12 - 8 = Ig =L8- 4



4 d.) The law of diminishing marginal utility is the marginal
utility from each additional unit decreases as consumption
increases

.

• Point C : ✗ = 4
,
Mvc = 2

Point D: ✗ = 8
, Mvp =L

i. When this consumers consume more avocado (✗9) , the consumer 's

utility from consuming avocado decreases ( MV d)

• Point A : ✗ = 2
, Mva

-
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Point B : ✗ = 4
,
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,
-

- I

i. Consuming more avocado makes the consumer 's utility
received from consuming avocado decrease

.


