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Assignment 1 – Article Analysis
Q1 (a)
	The supply and demand model quantifies the relationship between what quantity the producers are trying to sell at a selected price of their own in comparison to the volume of the product that the customers are wishing to buy. It is also the main model used in the determination of price in the theory of economics(Farzaneh, et al, 2016, pp. 269-285). The price of a product is then determined by how its supply and production tend to interact with each other.  The price that is resulted from this interaction is known as the equilibrium price and is the representation of the agreement between the consumers and the producers of the commodity. 
	The Australian government have put some actions into motion in order to discourage and decrease the consumption of sugar. These include images that are graphic in nature and show the rotting of teeth’s and fatty organs. These are widely displayed on buses and billboards. Now, this way they are influencing the purchasing behaviour of the consumer of sugar. By associating the consumption of sugar with dire diseases and unhealthy body status they are forcing consumers moving away from sugar (Keenan, 2019). This way the demand for the product is gradually decreasing, whereas the supply for the product is still on the high. If more and more steps like these are taken the demand for the product (sugar) will keep going down while the supply and production will remain the same. This will decrease the price of the product as more and more consumers will be moving away from the product itself. The lower pricing would help in increasing the sales of the product. 
Q1 (b)
[bookmark: _gjdgxs][image: ]
[bookmark: _r6yzh8rpkndm]	The graph illustrates the relationship between demand and supply of sugar and how it will affect the price and its changing shape over time. The demand and supply relationship is a very complex one in which each has a profound effect on each other. if the supply of the product is decreased and the demand for the product remains same then the price of the product will definitely decrease. If the demand for the product increases and the supply of the product is kept the same then the price of the product will definitely increase. The price that is calculated from the shifting of the supply or the demand curve is called the equilibrium price.
[bookmark: _owfuvyqbcfrj]Now with the efforts of the Australian state government, the demand for the commodity (sugar) will decrease. The supply for the product will be the same as the production of the product will definitely be kept the same (Keenan, 2019). With the production kept the same, the demand for the product will decrease. With the decreasing demand the demand curve will move to the left. During this time the supply curve will remain the same. In the original graph, the point of intersection between the supply curve and the demand curve would be the original equilibrium price and this will be the original price at which sugar would be sold at.  After the decrease in demand, the price would be shifted downwards and the new equilibrium price would be found. This new equilibrium price would be lower than the old one. 
[bookmark: _b48yeopwf8e2]Q2
[bookmark: _zhfod1iqdqus][image: ]
[bookmark: _oo2q78l2d6qw]	The most prominent effect of the increase in sales tax would be on the price of sugar. This is is because producers would have to pay for equipment, machinery and storing that they use. When the cost of doing business is higher in the form of sales tax, the price of sugar would definitely increase. The price is on the vertical axis of the demand and supply graph, the increasing price will cause the supply curve to move more inward. The reductions that will be witnessed in the supply would then correspond to the prices of sugar that are currently existing in Australia. This way the producers of sugar in Australia would be able to produce sugar for far less money (Keenan, 2019).
[bookmark: _tffrbq3ilv2r]	The sales tax will indirectly affect the demand for sugar in Australia. It will definitely alter the equilibrium price. When the demand is taken into account, the sales tax has a high effect on the buying power of the customers. When the sales tax would be imposed on producers in Australia, the consumers in Australia have less spending ability on goods because they have to spend more money on paying taxes. This further drives down the general demand and can also force the producers to keep the price low in order to increase the steadiness of demand. Since the sales tax will affect the price of sugar the equilibrium price would definitely fall. Producers would be able to benefit more from selling sugar in Australia.
[bookmark: _q69y33937rgn]Q3 (a)
[bookmark: _1d77aix47fgg]	According to economics, some products are considered elastic and some are considered inelastic. Primarily elastic products are those whose price changes with the changes within the supply or demand of the product. If there is any change in the supply or demand of that product it will be reflected in the changing prices of that product (Miller and Alberini, 2016, pp. 235-249). However, inelastic products, on the other hand, are invulnerable to the changes in the changes in its supply and demand. This is because these products are a necessity and will be used even if their prices go up and down. For example, oil prices go up and down but it does not affect its demand. This is because it is a necessity and needs to be fulfilled no matter what. 
[bookmark: _m7s2qq579cum]	Now the demand for Kombucha is definitely elastic and this has been determined in light of the determinants of price elasticity of demand. its primary substitute, sugar, has taken a big hit in the market. It is being considered unhealthy with a sales tax being placed on it (Keenan, 2019). This has increased the demand for kombucha as it is considered a healthier option than refined sugar.  Secondly, the price of Kombucha is relatively cheaper than the price of sugar in Australia. This is also another factor that explains the fact why Kombucha is price elastic rather than inelastic. Lastly, over two the price elasticity of demand of Kambucha has been great and people have adjusted to the rise in its demand and its increasing price as well.
[bookmark: _k7gi1p23z85w]Q3 (b)
[bookmark: _kn51v28v73yk][image: ]
[bookmark: _uunbnfe0u62d]	As it has been already been determined above that the Kombucha industry is elastic and this analysis has been done on the basis of the determinants of price elasticity of demand. This means that any change in the supply or demand of the kombucha industry will have a profound effect on its pricing and the profit that is being made in that industry. In Australia, due to the high efforts on diverting the Australian people away from the use of sugar by the government of Australia, the Kombucha industry has seen much growth and profit (Keenan, 2019). More and more sugar substitutes are being sold in the Australian market and people are making huge profits in this industry.
[bookmark: _fr63sexjkoe0]	If the market trend remains the same and sugar production and selling is made harder and harder the demand for Kombucha will keep increasing. This means that this industry will keep growing and it will earn even more profits. However, if the consumer behaviour towards sugar changed and the market trend for sugar consumption would be higher than the profit ratio for the kombucha industry would definitely go down. This is sugar is a substitute for kombucha with a higher demand for it. As more and more people will go towards it the demand for Kombucha will decrease. This will affect the price of kombucha as it will be lowered in order to meet the lowering demand. Furthermore, the total revenue will also decrease. 
[bookmark: _eo1c9p917q8v]
[bookmark: _14lqvb6lqjx5]
[bookmark: _24qbi3td7h4f]
[bookmark: _18k9am8kv1b9]
[bookmark: _iz25psmektkq]
[bookmark: _vvm2axxzxsen]
[bookmark: _h7owacdmlc5m]
[bookmark: _p750lgb5x267]
[bookmark: _aw6xk9kwerxv]
[bookmark: _gx2ubze3w8wl]
[bookmark: _8bmrs5gv9khh]
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