Monday September 30, 2019
ECON Lecture 8
Will robots replace all workers?
· 1972 introduced atm machines 
· Number of employees in banks doubled after atm was added in bank
· Tellers have more abilities than an atm machine, more machines = more branches
·  Robots won’t destroy all work, but they will destroy work 

Chapter 7
· Take supply and demand and put them into a diagram: 
(q vs p)
Supply is upward sloping and demand is downward sloping 
Market equilibrium is where supply equals demand 
Suppose that p is above p*
· Right cross between supply and. P* = q supplied 
· Consumers will consume where p* intersects demand curve = q demand
· When quantity supplied exceeds quantity demanded = surplus 
· Producers slash prices, and reduce their quantity supply
· Moving down supply curve 
· Consumers are attracted by the lower prices and increase their quantity demanded 
· Eventually we end back at equilibrium 
What if the price is below p*
· Quantity demanded exceeds quantity supplied = shortage 
· Producers raise prices and quantity supplied
· Consumers are turned off by higher prices and consume less 
· End up back at equilibrium 

Markets do not reach equilibriums in real life, except for stock markets 

Shifts In Supply and Demand 
· When there is a shift to supply or demand, there is initially a surplus or a shortage = market transitions to a new equilibrium 

Eg. Netflix should raise prices because of increase demand from Asia
-Streaming survices 
-(qvsp)
-Supply and demand curve, equilibrium at p1 and q1
-Demand curve shifts to the right (increase)
-Demand is now at qd = shortage
-Demand falls and equilibrium is at q*2 and p*2

Eg. Netflix faced competition from other streaming services 
· Increase in streaming providers
· Demand is constant 
· Price at p*1, q*1
· Competition increases, supply increases = surplus
· New equilibrium is at q*2 and p*2

· In our model we assume free markets 
· Usually free markets maximize social well-being
· total surplus measures a market’s benefit to society
· under a “free” market total surplus is = to consumer surplus + producer surplus 
ON EXAM 
eg, consider the following supply and demand equations 
supply = p = 100+2q
demand = p = 200 -2q
what is the total surplus in this market? 
1. find market equilibrium  
equilibrium = supply = demand 
= 100 + 2q = 200- 2q
= 100 + 4q= 200
= 4q = 100
q*= 25
to find p*, just plug in q* into either supply or demand equation 
p*= 100+2q*
= 100 + 2(25)
= 100

2. draw diagram 
- equilibrium at (150, 25), q vs p
- consumer surplus is triangle between 150 and 200 on price axis 
- producer surplus is triangle between 150 and 100 on p axis 

3. find CS
- CS = ½ bh 
- = ½(25)(200-150)
= $625

4. find PS
PS = ½(25)(150-100)
= $625

5. find total surplus 
= CS + PS
= 625 + 625
= $1250
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