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1 (). Draw the Production Rmrb?\i\' Curve 0% this baker

Q cuprake
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The oppor*umig cost of each oupoaltc would be (1.2 of mu*fm_ from the 8raph above.
move from B B, (0,100) = (60, $0) , we have +60 muFFns and -50 cupeake /

Thas, 1 me wont +1 qupeake , we will have =1.% mufdn.

(b). Witk her ourlable resources, s boker can make 6O cupcakes ancl SO mu$fins

Same
. Based on PPC amph,_a.ls 60 of cufmkcs and 50 wuffins share H'seA miersechion (0) on athe
! slra:gh‘; le, 4he PRC Ime s0 7 means thal this baker has suffrcient resources to produce.

4 60 cupakes and 50 muffins.
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The oppoﬂumb wst wike-be—4-5 of each cupcake s [4-5 of muf@
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From 8raP)‘, ¥ e move ‘B =8, (0,100) = (30, 20) » We h‘:we +30 mj?frns;‘ =90 cuporke
If e HQ"‘* - :'.*l\;cupche A We LJT“ "\Q\IL -1.5 mu'efm,
> The oPpoH-um’rj ot o each cake ncrease by 1.5-1.2 J&Ef
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(@), A 4he world price level, the amount of MpOﬂecl sugar 7§

Al demestic demand - Domestrc supply of By
govemment  pallect mpert untt dax 20 bakd per Pound and the price abler fayx 35408

). ‘n\us, the susar—:s—dm c\omeJ\Tcal\j p::ducid sygar s Thasland 7 ;{_ 6 milon pound|
ompute :

Cd). Ader Hhe mport Yax 1 eimposed ' the change M consumer surplus
A

4
T 2 =

« Before +h; mport Yax 15 mposed , €3 = (H % QOOT;: = (30 Mh)é; L30milion okt

12 million pound

Afler Hhe mport ax 15 rmpaswl, Cs = (Hy "G‘t)-l,'_z (30&10)’% = 850 milvon Bahd

_The change m CS is 250 - 490 = -0
( Thus, the demesirc consumers are wome off becanse they =M loe some ameunt of surplug

! E,) cONSUMS n& sugar at "\13\\0' price des but \c)eﬁ'ma sAT N loper quanh‘b_

() Compute the g)owmm)r revenue from dhe rmport Yox
T % (@-‘-’QD = .‘ZGX(K)‘G) z %Omjhm @aHl .

The area Seghas h'()h‘BHeA n green boe Vepresent; gevement revenye beoau;e +h

3
Con 3@} the tax fom dhe Tmpo\-\eo\ Sugar. Since. the demestre Olmmw‘ex(ewb - Joueinmen)

supply, suaar 5 needed to be imporied . = :
Ply, suga mpor Onte ugar s ‘"‘PW*‘dfP“e Joverment uT“JeJ
revenue
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() Calculate ¥he prrce c\%*‘db of demand at the New prece.
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(6). The total sole would be decrense because sweehened green fea 1 dlashic good. Henet,

when the price goes up , The quantily demanded goes down and i reults ™ bogY
amount of los} revenue than the gamed vexenue Tn another werd, T mesns Thal e
price. Mereae i Mot enough to cover e sedueed deoreased quanithy .

(¢). Cugl Caclate he orogs - price e,\ashCTB od demand dor “Squ_ Drrl

Rsp P 000-9500 20 o
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(d) . From port (0) | suechened green tea ond Super Orimk ore subshriutes - becauge when the
price o3 sueekened green tea Werease the quanj demandesl Tor sweetened green Yo
decrease but quon*ﬂj denanded for Super Drnk increase , which means the wasumers

moy leave sweetened) green tea moskel and. parkeperpartrcrpate i Super Drnk markel wnstead
ance R 15 substriuable for the green Yeq .
(), T dhink e morkel pill hove the new eguli brium Pom\ mn which the equilibrigm
price $ioy remains Yhe some , bat the qucm&i\j demanded decreages (.sk‘.ﬂrnj o the o).
T Tesulhy From the onsumers Prefmnce. ¥ ther ‘)bh.es.qa—\-aemﬂ*—aboa\' o campaiyn
5\\6\3".'\,5 howt baé& 0«‘60"\0\‘(} beuemg& can uQQu) hm\HqJ '\\\e consumers u'\“ CD(\SYde{'
dboah herr heath ; drerefore, dhe  gnsumers moy purchose less of deshalic praducl bovemges
because they ds not wont Yo harm Yherr health.
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1§ te Do\lermeﬂ decides %o collech untt tax on sellers, the sellers will increase Hhe price by

teduce the qnmn’ﬁ{g) 5upp|r¢d._“\u; . there will be nexy e,u(ur\t\)ﬁuw\ price ot P, obder—the—tar—

unpssed which 18 hvaher than the olod ene Pe,;h:&ie,ver, Hhere. wl be new qu%raole,o\ qucm’rfb
as well which 75 lower $han the olclone Qe . Further mere, even consumers buy ot B, the

producers  gain only ok P, becouse the producers have 1o pay fox dor the soxwrmc.ﬂ{'.
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Alcoholie drinkers - Pu*?ed'b inelashc demanel Occasional dnlers = Indlaghc demangl

The und tox affecks both greap dif?eren\B.

for alcoholic drnkers, they have PQ"Ped}j melashic demand Hor alcohelic beverages, so even 1§

the producers vaise the price they il have the u’dlmgnass & pay o kf.ﬂ“‘“ pree than equikbrium
price, o for e same amourt for Quanttrhy supplreel. (®e).

-for occasional  drenkers, ey have melgidr demand for aleoholic beverages, so uhen the

produceys ncrease Hhe price | their ) uf“?nane,g; ) Py olroPs slrahtl_\j . Tkm, there are
tew equilibrium price (P) and e traded oluaqkij (8,).



