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QUESTION 1
 The Galactic Cowboys have recorded a new album. Below is demand and supply information at different prices for downloads
A) Using Excel or done neatly by hand, draw demand and supply curves using the information above.



[bookmark: _MON_1592573813]
B) Label and state the equilibrium point and explain what it means. 
The equilibrium point is the price level, where market demand and market supply are equal. Here equilibrium is at $11, and the equilibrium quantity is 350 units
c) If the supply curve shifts to the left, what could cause that? If it moves to the right?
There is a decrease in supply when it moves left, and an increase in quantity supplied when it moves right.
D) If the demand curve shifts to the right, what could cause that? Does it shift to the left?
When demand curve moves the right, there will be a contraction in demand, while there is expansion in demand when it moves to left.
E) How would supply and demand change if the government set a price ceiling $3 below the equilibrium price?
If the government set a price ceiling $3 below the equilibrium price, there will be an increase in demand and decrease in supply. The high demand with low supply will result to delay of receiving online orders of albums
F) How would supply and demand change if the government set a price floor $2 above the equilibrium price?
if the government set a price floor $2 above the equilibrium price, there will be a decrease in demand and increase in supply
Question 2
A) Independent of #1 above, the band sets a unit sales price of $10, and customers purchase 1,000 copies. Then they raise the price to $14, and customers purchase 900 copies. Calculate the elasticity of demand (show your work), then explain what it means and whether or not this change is compatible with their goal of maximizing revenue.
Price elasticity of demand is calculated as /=
The price increase from $10 to $14 the change can be calculated 4/10*100= 40%
The quantity demanded fell from 1000 copies to 900 copies 100/100*100=-10%
Therefore the price elasticity of demand is equal to -10/40=0.25
PED=0.25
Since the PED is less than one the Price elasticity of demand is inelastic since the % change demand is less than % the change in price.
Since the demand is inelastic, the company may increase the revenue by increasing the price
QUESTION #3 
A) Using a good of your choice, describe how you would create an inelastic demand for this.
Inelastic Demand is a demand that is not affected by the change of price of the commodity. To achieve inelastic demand, the product should not have a substitute product and necessity to human survival, example car fuel 
B) Say you succeed in creating inelastic demand in A. How would your strategies for profit maximization change if the demand suddenly became unitary (neither elastic nor inelastic)? 
[bookmark: _GoBack]To maximize the profit in the unitary elasticity, the firm should calculate the maximum demand from the demand curve and determine the price amount. If the maximum demand is established the company will, in turn, earn the maximum revenue.  
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50 520 3 550 3

150 440 6 450 6

250 360 9 350 9

350 280 12 250 12

450 200 15 150 15

550 120 18 50 18
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		supply		demand		price		demand		price

		50		520		3		550		3

		150		440		6		450		6

		250		360		9		350		9

		350		280		12		250		12

		450		200		15		150		15

		550		120		18		50		18
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