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Question #1:
For a tutorial that will help in the creating of demand and supply curves for the sales of tomatoes. The price range chosen for the tutorial is $2 to $6. First, a person needs to have demand and supply equations or functions. The rations of these function is for a person to note the change in the quantity or amount of tomatoes demanded due to changes in the price levels. 
The following functions are going to be used for this tutorial: -
	For demand; Qd = 45 – 6.9P

	For supply; Qs = –15 + 10P



From the above equations, you compute the corresponding values of Qd and Qs, which have been filled in the table below. This is done by substituting the P with the unit prices from $2 to $6.
	Price 
	Quantity Demanded
	Quantity Supplied

	2
	31.2
	5

	3
	24.3
	15

	4
	17.4
	25

	5
	10.5
	35

	6
	3.6
	45



The next point involves plotting these values in a graph to come up with supply and demand curves. On the vertical axis, key in the values of price while the horizontal axis represents the quantity demanded/supplied. The corresponding graphs for the above values are as presented below. 
 

Various factor cause the supply and demand curve to shift either to the right or the left. These factors are independent of the price of the product. The demand curve shifts because of the prices of substitute and complementary goods associated with a product. If the prices of its substitute fall, the demand the product falls hence a shift to the left and vice-versa. On the other hand, if the demand of complementary goods falls, the demand of the product increases, hence a shift to the demand curve to the right. Other factors include changes in taste and preference of consumers and change in income level. 
Similarly, shifts in the supply curve happen due to change in factors other than its own price. Examples of such factors include increased technological levels, the entry of more firs that supply similar products, better technology, and government policies that relate to tax on a good or product. 
Question #2:
2A) Elasticity is the percentage change in quantity demanded divided by percentage change in price. 
[image: price-elasticity-demand-formula]
% change in Q.D= ((Q2-Q1)/Q1)*100
%
% change in Price = ((P2-P1)/P1)*100
%
PED =  
Price elasticity of demand = 
As seen above, the price increase is an issue in this case with such high elasticity. 
The right choice for the company is to opt to remain at the initial price as the company could accrue total revenue of $1050 per day as compared to $480 per day after the price increase.
2B) The Amelia Tavern sells their Beachside Bilge Beer for $5 a pint and sells 150 each day. They lower the price to $4.5 and sell 160 pints. Calculate the elasticity and explain if they should maintain the new price or change it.
[image: price-elasticity-demand-formula]
% change in Q.D= ((Q2-Q1)/Q1)*100
%
% change in Price = ((P2-P1)/P1)*100
%
PED =  
Price elasticity of demand = 
[bookmark: _GoBack]I would suggest that price decrease is not needed in this case with such low elasticity. 
They can not go for new price as the total revenue now would be $720 as compared to $750 per day using earlier prices.
2C) In order to come up with a dinner special that clients have to pay a higher price for, I can achieve this by coming up with a dinner special that is exclusive and one that is not readily available in the market. By being unique and inclusive in the market, customers will find the prices high but will not go for any other product as it has no substitute. Consequently, the elasticity will be very low. With no option for substitute, they will have to purchase the dinner special. 
In free market, due to the readily available information, the consumers are usually informed about the products and goods that are available as well as the corresponding prices. The availability of information makes it difficult for firms to maintain inelastic demand or accrue high profits. If Amelia Tavern increases its price, the consumer will opt to purchase other products that act as substitutes.  
Question #3:
In January, the new gym members result in a total increase in volume. The increase in membership makes the marginal utility of using gym rise. At the beginning a new year, people make decision regarding their health. However, most of them drop off by of February. If the marginal utility of the commodity is higher than that of price, they purchase the commodity. As they purchase more and more, and in this case attending the gym, the marginal utility obtained consuming each successive units diminishes. The consumers start to think that the usefulness of the gym is dropping. 
An example that could be used to elaborate the concept of utility is the investment for retirement in the terms of saving. This involves a trade-off where on parts with more money in a paycheck now for the idea that they will have a more comfortable life in the future, much as weight loss involves a trade-off between sleeping in now and better health later. The nature of retirement savings, then, almost requires individuals to use pre-commitment devices. Payroll deduction is one such device.
Question #4:
Under the free market approach, effectiveness is usually achieved, if the set rules that are laid by the government are followed to the letter by both governmental and private organization. If there are disparities in effectiveness, the reason could be attributed to a failure to conduct proper check and surveillance. In addition, I would ensure that there is uniformity in the level of prices throughout the markets as this will not result in monopolistic tendency.
If the government has autonomy over the same and does anything to avoid competition, thus, to achieve effectiveness and efficiency, all the equipment and drugs have to be  reaching to the units that are concerned in the needed quantities as well as proper prices. The availability and reach by doctors to the equipment and medicines they need is effective as it the only factor that can lead to effectiveness.    
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