QUESTION ONE


       
a) According to the demand-supply curve above, the equilibrium quantity and price are 16million tracks and 30,000, respectively. 
b) If the market price is 35,000, then the quantity supplied increases to 17million trucks as suppliers seek to optimize their profits. This results in a surplus of 1 million trucks as the equilibrium quantity is 16 holding other factors constant. 
c) When the market price reduces to 20,000, the quantity supplied reduces from 16 to 14 as suppliers are reluctant to sell their trucks at a loss holding other factors constant, causing a shortage of 2million trucks.
d) The new quantity supplied.

	Price 
	Demand
	Supply

	           20,000 
	20
	11

	           25,000 
	18
	12

	           30,000 
	16
	13

	           35,000 
	14
	14

	           40,000 
	12
	15







							
						
According to the above demand curve, the new equilibrium quantity and price is 14million trucks at 35,000 ceteris paribus.

QUESTION TWO
a) Demand and Supply curve

b) The equilibrium quantity and price are 80 and 6, respectively.
c) If the actual price were above the equilibrium price of 6, then the quantity supplied would be more than what is needed causing a surplus in the market. To rectify this, suppliers would need to reduce the prices to bring the quantity demanded at par which quantity supplied. 
d) If the actual price were below the equilibrium price of 6, then the quantity demanded would exceed the quantity supplied. To rectify this inequilibrium, suppliers would increase the prices as they seek to maximize the profit. In both cases, prices would naturally shift until an equilibrium position is attained, especially in a free economy. 

QUESTION THREE
When consumers taste change towards a particular product, the effect is the shift of the demand curve. If the taste leads to an increase in the demand for a particular product, then they would buy more of that product at any price level. Consequently, depending on the nature of the taste change,  the demand curve shifts either to the left or to the right. Change in the price of a product means movement along the demand curve. 


QUESTION FOUR
a) When there is an improvement in the water bottling company, the amount of bottled water supplied in the market increase, and the supply curve shift to the right resulting in the new equilibrium E1 is established.
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b) When the number for botted water increases, the demand curve shift to the right to D1, as shown below ceteris paribus. This means that the number of consumers at any given price of the product increases.AS the shift occurs, a new equilibrium position is achieved.
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c) When the cost of plastics increases, this means that the production cost of bottled water also rises, increasing its selling prices. Consequently, the demand curve shifts to the left as consumer purchasing power is reduced, holding other factors constant.
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d) If the bottled water is an inferior good, an increase in the income of consumers due to economic growth will make consumers shift to substitute products. Consequently, the demand curve will shift to the left to D1, as shown in the shown below, holding other factors constant.
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Demand-Supply Curve

Demand	20	18	16	14	12	20000	25000	30000	35000	40000	Supply	11	12	13	14	15	20000	25000	30000	35000	40000	Quantity


 Price




 New Demand-Supply Curve

Demand	20	18	16	14	12	20000	25000	30000	35000	40000	Supply	11	12	13	14	15	20000	25000	30000	35000	40000	Quantity


 Price




Demand & Supply Curve

Demand	135	104	81	68	53	39	4	5	6	7	8	9	Supply	26	53	81	98	110	121	4	5	6	7	8	9	Quantity


Pricce




