BB111 BUSINESS ECONOMICS

GROUP ASSIGNMENT 1

MAY – AUG 2009

Instruction:
Form a group of 2 to 4 students and answer ALL the questions below. Answers must be typed (except for graphs; which can be hand-drawn) and submitted latest by Monday, 8th June 2009. If you submit late:
1. ONE (1) day, 20% will be deducted from your total assignment marks.

2. TWO (2) days, 30% will be deducted from your total assignment marks.

3. THREE (3) days, 40% will be deducted from your total assignment marks.

Individual assignments and submission after the three days mentioned above will not be accepted.


Q1 Match the following changes (i-iv) with each of the statements given below. 

      Support your answers with an illustration of a graph for each case.
          (i)        Change in demand

          (ii)       Change in quantity demanded

          (iii)      Change in supply

(iv) Change in quantity supplied

(a) Air Asia reduces its airfare by 50% to attract more people.

(3 marks)

(b) The contractors had decreased 20% of constructed apartments due to the increase in the price of cement.
(3 marks)

(c) The government imposes sales tax on cigarette and alcohol.

(3 marks)

(d) The decrease in the price of entrance ticket to Zoo showed an increase in the number of visitors.

(3 marks)

(e) Since the new shopping complex was built in Tambun City, more goods and services are available.

(3 marks)

(f) KFC’s promotion for rice and chicken meal has been very successful.

(3 marks)

Q2 The market for wheat has the following supply and demand schedule.
	Price (RM per ton)
	Quantity Demanded

(tons)
	Quantity Supplied

(tons)

	20
	1000
	450

	25
	900
	600

	30
	750
	750

	35
	600
	900

	40
	500
	1050

	45
	350
	1200


      (a)   What is the amount of wheat traded in the market?

(2 marks)

      (b)   Suppose the government supports the wheat producers by imposing price 

             floor RM40 per ton. With this price floor, is there a surplus, shortage or 

             neither?
(2 marks)

(c) If there is a shortage or surplus in question (b), state what is the numerical value?

(2 marks)

(d) What would be the consequences of imposing the price floor?

(2 marks)

(e) Suppose the government set the price per ton of wheat to RM25. Would there be excess demand or excess supply?

(2 marks)

Q3 Amina divides her income between coffee and donut (both of which are normal 

      goods). A natural disaster, flood in Kelantan causes a large increase in the price of 

      coffee in Malaysia.  Explain and show the effect of the flood on Amina’s budget 
      constraint.

(4 marks)
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