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c) In this case, both fried chicken and drinks are highly price
elastic ( Edp 71 ) . Therefore -1. change in quantity > i. change in price ,
meaning that if the price of fried chicken drops , the total revenuewould increase



d) Is equation : 9=48+0.841-98 -br
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equilibrium r : r -- -0.21700-7+146=0.0875
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be undefined and hence the curve would appear
vertical . Monetary policy does not have any impacts
on the real GDP.
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Find new equilibrium :

14,000 - 10431-157=20001-20 Ps
14000 - 10ps- 150 = 2000 1- 20ps

11850 = 30ps
395 = Pg

Pay = Pd = Pstt = 395 tis = 410

Q = 14000 - 101410) = 9,900

Gdi = Qs , 207Pa =7p,

18 - 3PytPz = - ztqp
,

P2 =P, -20

20 = JP
,
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, -2Pa = - 2 t 3Pa
14 = - P, tspz - ②

① x C-5) - too =-35Pa -15Pa
② 14 = - Pg t SP

,

① -② - 114 = -Sgp,

P, =3 .
35

Pg = 13.357 - 20 = 3.45

qQdd{E§y = -21-49.357=11.4
= -21-353.457 = 8.35



a) Crazy : PL 100
Love it : P L 50
Just live with it : pczo

b) PC 20

c) Q = 0 ; P2 100
Q = 100 - P ; b-Of PC 100

Q = (100- p ) t (50- P) = Iso- 2P ; 20£ PC 50

Q = (150 - ZP) t (20- p) = 170 -sp ; Of P 520

d) Market supply : p -- 41.34¥)t3gQ
= S t IQ

The producer would supply iphones at
8

P 35 → p -- gtfo) -- S
p = 5tZQ

( P-5713=9
ZIP - 4g =Q



Equilibrium : ZIP - 4¥ = 170 - sp

Ifp
= 55,0
3

P = 32.35

At P -

- 32.35
,
the ' just live with it

'

group would
be unwilling to buy

iphones , hence market demand equation is 150 - 2P=Q

150 - IP = 8g p - 413
4%9 = #p
35 =p

Q = 150-26357=80

e) Crazy : Qc = 100-35=65
Love it : QL = 50 - 35 = 15

Just live with it Q j
-
- O

f) A drop in wage would increase the producer 's supply .
Thus it is

likely that more output would be produced .



a) Ip - 3 = 29 GIP
GIP = 30

p = 36

Q = 21367-3=15

b) Qd = 27-131547
= 9

At $54
,

consumers would buy 9 units of rice

Qs = 21C547-3
= 24

Meanwhile
, producers would be willing to supply 24 Units

Therefore
,
the total leftover would be 24-9 = Is units of rice in which

they have to pay $54 x is = $810

c) Under a price guarantee program , producers receive $54 per unit of
rice and produce 24 units .

For consumers to buy 24 units of rice , the price has to be set at :

Q = 27 -Ip
3

24 = 27-31 P
3 = Ip

3

9 =p



Therefore
,
for each unit of rice , the government must pay a subsidy of

$54 - $9 = $45 per unit .

Altogether 24 units of rice are produced and sold, hence the program
Costs $ 45×24 -

- $7080

d) - Consumers would prefer the price guarantee program
because they can purchase rice at $9 per unit.

- The producers would be indifferent between the 2 programs
because in both programs , they receive the price per unit
of $54 and are able to sell 24 units

- The government would prefer the price support programbecause it costs less

e) Under the price support program , the government would have to
pay for storage cost for the leftover rice .


