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BB111 BUSINESS ECONOMICS

TUTORIAL 2
Q1
Construct a market demand curve and market supply curve for computers based on the data in the table below.

The Demand & Supply Schedules for Computers

	Price
	Quantity Demanded per week
	Quantity Supplied 

per week

	$400
	90
	10

	800
	80
	20

	1,200
	70
	30

	1,600
	60
	40

	2,000
	50
	50

	2,400
	40
	60

	2,800
	30
	70

	3,200
	20
	80


a) What are the equilibrium price and the equilibrium quantity of computers?
b) Find the price at which there would be a surplus of 40 computers and plot it on your diagram. How would the forces of supply and demand push the price back to equilibrium? 

c) Suppose that new cost-saving technologies result in manufacturers supplying 20 additional computers at each price. Construct a new supply curve to show this situation. What is the new equilibrium price of computers and the new equilibrium quantity? 

d) Suppose instead that rising incomes cause buyers to demand 20 additional computers at each price. Construct a new demand curve to show this situation. What will be the new equilibrium price of computers and the new equilibrium quantity? 
Q2
The supply and demand schedules below show hypothetical prices and quantities in the market for apples. The initial quantity supplied is shown by Qs and the quantity demanded is Qd.

The Market for Apples

(in thousands of kg)

	Price
	Qd
	Qs
	Qs1

	$6.00
	220
	400
	

	$5.50
	240
	360
	

	$5.00
	260
	320
	

	$4.50
	280
	280
	

	$4.00
	300
	240
	

	$3.50
	320
	200
	

	$3.00
	340
	160
	


a) Plot the supply & demand curves for the initial supply & demand, Qs and Qd, on the following graph.

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	


.
b) Find the equilibrium price and quantity of apples. 
c) At the price of $3.00/kg, there would be a _______________________ thousand kg and the price would tend to _______________.
Suppose that the supply of apples increased by 60 thousand kilograms at every price. Show the new supply schedule as Qs1 on the graph.







d) Determine the new equilibrium price and quantity of apples. 

e) Give a factor that could have caused such an increase in the supply of apples & explain briefly.

f) Each of the events listed below has an impact on the market for apples. For each event state which curve is affected, which direction it is shifted.

i) The prices of pears increases. 
ii) The wages of apple pickers increases. 

iii) A technological advance in the growing of apples. 

iv) Consumers’ incomes decrease and apples are a inferior good. 

g) The following questions address a market when both demand and supply shift.

i) What would happen to the equilibrium price and quantity in the apple market if there is an increase in both the demand and supply of apples?

ii) What would happen to the equilibrium price and quantity in the apple market if the demand for apples increases more than the increase in the supply of apples?

iii) What would happen to the equilibrium price and quantity in the apple market if the demand for apples decreases more than the increase in the supply of apples?
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