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Economics Unit 2: 
Micro-economic Challenges
Test Date:  Wednesday, March 23rd
Name ______________________________________________  Hour _________________
Note sheet - Supply and Demand, Part 1 – Demand
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      Demand Schedule







Demand Curve

	Demand Schedule for: 



	 Price
	Quantity Demanded

	$ 275
	

	$ 250
	

	$ 225
	

	$ 200
	

	$ 175
	

	$ 150
	

	$ 125
	


Notes:  

I.  Demand Definition:  


A.  Demand Schedule:  

B.  Demand Curve:  


1.  __________________ is always measured along _____________________________


2.  _______________________ is always measured along _____________________________


3.  Demand Curves always slope _________________________________________________

C.  Law of Demand:  

D.  A Change in Quantity Demanded:  








Changes in Demand
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Demand Schedule



	Demand Schedule for Video Games (Label D1)

	 Price
	Quantity Demanded

	$90
	30

	$75
	40

	$60
	50

	$45
	60

	$30
	70

	$15
	80


     An Increase in Demand



 
A Decrease in Demand


	Demand Schedule for Video Games (Label D3)

	 Price
	Video Games

	$90
	10

	$75
	20

	$60
	30

	$45
	40

	$30
	50

	$15
	60


	Demand Schedule for Video Games (Label D2)

	 Price
	Quantity Demanded

	$90
	50

	$75
	60

	$60
	70

	$45
	80

	$30
	90

	$15
	100


II.  Change in Demand:  

A.  An increase in Demand is always represented as _______________________________________________

B. A decrease in Demand is always represented as ________________________________________________
But what causes customers to suddenly want more of less of a product if the price has not gone up or down?  Don't worry!  We'll find out soon!
Name ____________________________________________________ Hour ___________

Guided Reading - Determinants of Changes in Demand - Page 91

Start on Page 91.  

1.  What is demand?  

2.  Go to page 99.  Sometimes, people buy more or less of a product even though the price does not go down or up.  When this happens, it is called:


A.  A change in quantity demanded


B.  A change in demand

3.  Complete the sentence:  Remember, these changes in demand are not caused by a change in the price of that product.  Demand can change (or does change) because of changes in the … (hint, it's in the last paragraph before the "Consumer Income" section)

Directions:  This section lists the 6 “determinants of demand.”  In other words, it lists the 6 things that cause people to buy more or less of a product when the price does not change.  Read about each determinant of demand and answer the questions.

A.  Consumer Income

3.  If people are making more money, will they demand more of less of an item?

4.  If people are making less money, will they demand more or less of an item?

5.  What is a good or service that you would demand much more of if you had 5 times as much  money to spend as you typically do now?

B.  Consumer Tastes

6.  According to the text, what are three things that can affect consumer tastes?

7.  If consumers have a strong taste for a product, will they demand more of less of it?

8.  If consumers lose their taste for a product, will they demand more or less of it?

9.  Think of a product that had strong consumer tastes for a while which eventually fizzled out (a fad).

C.  Substitutes
10.  What are substitutes?

11.  Examples of substitutes would be butter or margarine, trains or airplanes, Carpeting or hardwood for floors, etc.  Give your own example of two products that are substitutes for each other.

12.  If the price of one product, like airplane tickets, goes way up, would the demand for its substitute, train tickets, go up or down?

13.  If the price of airplane tickets goes way down, would the demand for train tickets go up or down?

D.  Complements

14.  What are compliments?

15.  Examples of compliments would be personal computers and flash drives, blue-ray players and blue-ray discs, Printers and ink cartridges.  Give your own example of two products that are complements of each other.

16.  If the price of one product, like blue-ray players, goes way up, would the demand for its compliment, blue-ray discs, go up or down?

17.  If the price of one product, like blue-ray players, goes way down, would the demand for its compliment, blue-ray discs, go up or down?

E.  Expectations

18.  Tell me what this determinant of demand is about?

19.  If people are expecting to possibly lose their job in the future, would demand for new cars go up or down?

20.  If people are expecting to get a raise in the future, would demand for new cars go up or down?

F.  Number of Consumers

21.  If there are simply more people in the economy, will demand for products go up or down?

22.  If there are fewer people in the economy, will the demand for products go up or down? 

Name ___________________________________________  Hour  __________________

Review Questions –Demand
1.  Draw the correct demand curve based on the given demand schedule.  
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	Demand Schedule for Computer Monitors

	 Price
	Quantity Demanded

	$350
	0

	$300
	5

	$250
	10

	$200
	15

	$150
	20

	$100
	25

	$50
	30


     Demand Schedule







Demand Curve
​​​____________________________________________________________________________________

	Quantity of Burritos Demanded by

All Consumers in the Market

	Price
	Quantity demanded for Consumer A
	Quantity demanded for Consumer B
	Quantity demanded for Consumer C
	Total Quantity Demanded for all Consumers

	$7
	0
	0
	0
	

	$6
	1
	2
	1
	

	$5
	2
	3
	3
	

	$4
	4
	5
	5
	

	$3
	6
	6
	8
	

	$2
	8
	10
	10
	


2.  Look at the table above.  Notice that it gives the quantity demanded for 3 different consumers.  Let's assume that these 3 consumers are the only people interested in purchasing Burritos.  Add up each consumer’s quantity demanded at each price to come up with the total market demand for burritos in this economy in the final column.

3.  At a price of $3:


a.  How many burritos would Consumer A purchase?


b.  How many burritos would consumer C purchase?


c.  How many total burritos would be purchased?

4.  If 4 total burritos sold, the price must have been what?  
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5.  Look at the demand curves for Damien and Kara.  Assume that Damien and Kara are the only two people interested in buying mystery novels. Based on the graphs, what would be the total market quantity demanded for mystery novels at a price of:
a.) $20:

b.) $15:

c.)$5:

__________________________________________________________________________________________

Directions:  You need your Guided Reading - Determinants of Changes in Demand to do this part of the assignment. For each different product listed on the left, read the scenario and decide whether demand will increase (shift to the right), decrease (shift to the left), or not change.  If demand changes, draw a quick graph of the change in demand the 3rd column as the instructions at the top of the 3rd column indicate.  No numbers need to be included.  Then, in the 4th column, write the determinant that is the cause of the change from your Guided Reading - Determinants of Changes in Demand.  If there is no change in demand, write an X in the 3rd and 4th columns.  
	Market Demand is for:
	Scenario
	Draw the shift in demand.  Label Price (P), Quantity (Q), D1, D2, and use arrows to show movement.  No numbers need to be included.  
	Which Determinant of Changes in Demand is the Cause (Guided Reading - Determinants of Changes in Demand)?

	6.  Large (gas guzzling) Automobiles
	The price of gas falls
	
	

	7.  Automobiles
	The Price of bus tickets falls
	
	


	Market Demand is for:
	Scenario
	Draw the shift in demand.  Label Price (P), Quantity (Q), D1, D2, and use arrows to show movement.  No numbers need to be included.  
	Which Determinant of Changes in Demand is the Cause (Guided Reading - Determinants of Changes in Demand)?

	8.  Beef
	Pork prices fall


	
	

	9.  Meat Tenderizer (used on beef products)
	Beef prices rise
	
	

	10.  Steaks
	Incomes rise
	
	

	11.  Blue -Ray DVD players.
	Prices for regular DVD players increases.
	
	

	12.  Silly Bands
	Popularity of Silly Bands increases
	
	

	13.  Video Game Systems
	Consumers are expecting 

Them to be cheaper in a month (Hint:  So what would happen to demand now?)
	
	

	14.  Apartments to rent and houses in the US
	The number of Immigrants to the US doubles
	
	


	Market Demand is for:
	Scenario
	Draw the shift in demand.  Label Price (P), Quantity (Q), D1, D2, and use arrows to show movement.  No numbers need to be included.  
	Which Determinant of Changes in Demand is the Cause (Guided Reading - Determinants of Changes in Demand)?

	15.  Pencil Sharpeners
	The price of Cement rises


	
	

	16.  "Sammy Strut" Blue Jeans
	Consumers lose their taste for "Sammy Strut" jeans
	
	

	17.  Cell Phones
	Home telephone rates increase
	
	

	18.  Computer Printers
	Prices of Broccoli falls
	
	

	19.  Big Screen TVs.
	Many Consumers anticipate prices for big screen TVs to go up soon.
	
	

	20.  Automobiles in the US
	The US Population Decreases 
	
	


Creator Name ____________________________________  Hour  __________________

Taker Name _____________________________________________________________

You Create 

Review Questions –Demand
Directions:  Following the example of your activity, “Review Questions – Demand,” create your own examples of scenarios that would increase or decrease demand.  You must create one scenario for each of the 5 determinants of demand, but mix up the order.  Do not create them in the same order that they appear in the book.  Be sure to only fill in the first two columns, and leave the final two columns blank.   
	Market Demand is for:
	Scenario
	Draw the shift in demand.  Label Price (P), Quantity (Q), D1, D2, and use arrows to show movement.  No numbers need to be included.  
	Which Determinant of Changes in Demand is the Cause (Guided Reading - Determinants of Changes in Demand)?

	1.
	
	
	

	2.
	
	
	

	3.
	
	
	

	4.
	
	
	

	5.
	
	
	


Name ______________________________________________  Hour _________________

Power point - Elastic vs. Inelastic Demand

You know that changes in price cause changes in Quantity Demanded.


- When price goes up, quantity demanded goes…


- When price goes down, quantity demanded goes…

But the size of the change is different for different kinds of products. 


- For some products, a change in price will cause…


- For other products, a change in price will cause only _______________________ in quantity demanded.  


- This is the difference between elastic and inelastic demand  

	Elastic Demand:


	Inelastic Demand:  

	Graph of Elastic Demand


	Elastic Demand is shown by drawing …


	Graph of Inelastic Demand
	Inelastic Demand is shown by drawing …


But what kinds of products are elastic or inelastic?

Determining Elasticity of Demand

The following 4 questions can be used to determine if a product is likely to be elastic or not.

The more times the answer is “yes,” the more likely it is that demand is elastic.

Question 1:  

Substitutes are products that can be used in place of each other.  


- If there are substitutes available for a product, demand tends to be…


- If there are few or no substitutes available, demand tends to be inelastic.


- Example:  A particular brand of butter.  



- Are there substitutes available for particular brands of butter?



- There are other brands available, and there is also margarine.



- The existence of substitutes means that demand is more likely to be…



- If no substitutes are available, as with home electricity, demand tends to be inelastic.

Question 2:  


- If the product is a “want” or “luxury item,” demand tends to be…


- If the product is a need, demand tends to be inelastic.


- Example:  A blue-ray disc player



- Is a blue-ray player a want/luxury item, or a need?



- Since blue-ray players are wants rather than needs, demand tends to be…



- Demand for needs, like home heating, tend to be inelastic.

Question 3:  


- If people can wait to buy it, demand tends to be…


- If people cannot wait to buy it, demand tends to be inelastic.


- Example:  New carpeting



-Can people wait to buy new carpeting?



- Since people can wait to buy new carpeting, demand for new carpeting tends to be…



- Demand for things people cannot wait to buy, like gasoline, tend to be inelastic.

Question 4:  

- “Big ticket” items are relatively expensive items like furniture, laundry machines, and of course cars and homes.


- If the product is a “big ticket item,” demand tends to be…


- If the product is not a big ticket item, demand tends to be inelastic.


- Example:  A new dish washing machine.



- Is a new dish washing machine a big ticket item?



- Since dish washing machines are big ticket items, demand for them tends to be…



- Demand for relatively less expensive items, like socks, tends to be inelastic. 

Name ________________________________________________________________  Hour ______________

Inelastic or Elastic?

Directions:  First, circle YES or NO for each question below each product.  

Then, based on your answers, circle either:

1.) INELASTIC (If more NOs are circled than YES'es)

2.) ELASTIC (If more YES'es are circled than NOs.  If it's a tie, go ahead and circle elastic.)

Then, draw the slope of the demand curve: Very vertical for "inelastic" and very horizontal for "elastic."
	1.  Demand for Insulin for diabetics                                                  INELASTIC             ELASTIC
	Draw Curve

	A.  Are substitutes available?

YES / NO   
	B.  Is it a want / "luxury item" rather than a "need?"   

YES / NO   
	

	C.  Can people wait to buy it (instead of needing to buy it immediately)?                                      YES / NO  
	D.  Is it a big ticket item (costs a lot)?                                  

YES / NO   
	


	2.  Demand for white T-shirts                                                            INELASTIC             ELASTIC
	Draw Curve

	A.  Are substitutes available?

YES / NO   
	B.  Is it a want / "luxury item" rather than a "need?"   

YES / NO   
	

	C.  Can people wait to buy it (instead of needing to buy it immediately)?                                      YES / NO  
	D.  Is it a big ticket item (costs a lot)?                                  

YES / NO   
	


	3.  Demand for dental service for capping teeth                                INELASTIC             ELASTIC
	Draw Curve

	A.  Are substitutes available?

YES / NO   
	B.  Is it a want / "luxury item" rather than a "need?"   

YES / NO   
	

	C.  Can people wait to buy it (instead of needing to buy it immediately)?                                      YES / NO  
	D.  Is it a big ticket item (costs a lot)?                                  

YES / NO   
	


	4.  Demand for European vacations                                                   INELASTIC             ELASTIC
	Draw Curve

	A.  Are substitutes available?

YES / NO   
	B.  Is it a want / "luxury item" rather than a "need?"   

YES / NO   
	

	C.  Can people wait to buy it (instead of needing to buy it immediately)?                                      YES / NO  
	D.  Is it a big ticket item (costs a lot)?                                  

YES / NO   
	


	6.  Demand for Chewing gum                                                            INELASTIC             ELASTIC
	Draw Curve

	A.  Are substitutes available?

YES / NO   
	B.  Is it a want / "luxury item" rather than a "need?"   

YES / NO   
	

	C.  Can people wait to buy it (instead of needing to buy it immediately)?                                      YES / NO  
	D.  Is it a big ticket item (costs a lot)?                                  

YES / NO   
	


	7. Demand for a particular brand of running shoes                            INELASTIC             ELASTIC
	Draw Curve

	A.  Are substitutes available?

YES / NO   
	B.  Is it a want / "luxury item" rather than a "need?"   

YES / NO   
	

	C.  Can people wait to buy it (instead of needing to buy it immediately)?                                      YES / NO  
	D.  Is it a big ticket item (costs a lot)?                                  

YES / NO   
	


	8.  Demand for home electricity                                                         INELASTIC             ELASTIC
	Draw Curve

	A.  Are substitutes available?

YES / NO   
	B.  Is it a want / "luxury item" rather than a "need?"   

YES / NO   
	

	C.  Can people wait to buy it (instead of needing to buy it immediately)?                                      YES / NO  
	D.  Is it a big ticket item (costs a lot)?                                  

YES / NO   
	


	9.  Demand for a new car (let's say your old one still runs)               INELASTIC             ELASTIC
	Draw Curve

	A.  Are substitutes available?

YES / NO   
	B.  Is it a want / "luxury item" rather than a "need?"   

YES / NO   
	

	C.  Can people wait to buy it (instead of needing to buy it immediately)?                                      YES / NO  
	D.  Is it a big ticket item (costs a lot)?                                  

YES / NO   
	


	10.  Demand for automobile repair services.                                     INELASTIC             ELASTIC
	Draw Curve

	A.  Are substitutes available?

YES / NO   
	B.  Is it a want / "luxury item" rather than a "need?"   

YES / NO   
	

	C.  Can people wait to buy it (instead of needing to buy it immediately)?                                      YES / NO  
	D.  Is it a big ticket item (costs a lot)?                                  

YES / NO   
	


	11.  Demand for crackers.                                                                  INELASTIC             ELASTIC
	Draw Curve

	A.  Are substitutes available?

YES / NO   
	B.  Is it a want / "luxury item" rather than a "need?"   

YES / NO   
	

	C.  Can people wait to buy it (instead of needing to buy it immediately)?                                      YES / NO  
	D.  Is it a big ticket item (costs a lot)?                                  

YES / NO   
	


	12.  Demand for gasoline                                                                   INELASTIC             ELASTIC
	Draw Curve

	A.  Are substitutes available?

YES / NO   
	B.  Is it a want / "luxury item" rather than a "need?"   

YES / NO   
	

	C.  Can people wait to buy it (instead of needing to buy it immediately)?                                      YES / NO  
	D.  Is it a big ticket item (costs a lot)?                                  

YES / NO   
	


	13.  Demand for a particular fruit that you like                                 INELASTIC             ELASTIC
	Draw Curve

	A.  Are substitutes available?

YES / NO   
	B.  Is it a want / "luxury item" rather than a "need?"   

YES / NO   
	

	C.  Can people wait to buy it (instead of needing to buy it immediately)?                                      YES / NO  
	D.  Is it a big ticket item (costs a lot)?                                  

YES / NO   
	


Come up with your own examples of inelastic and elastic demand.  Do two of one, and one of the other, your choice.  But just write the example.  Do not circle anything or draw a curve.   

	14.      

                                                                                                            INELASTIC             ELASTIC
	Draw Curve

	A.  Are substitutes available?

YES / NO   
	B.  Is it a want / "luxury item" rather than a "need?"   

YES / NO   
	

	C.  Can people wait to buy it (instead of needing to buy it immediately)?                                      YES / NO  
	D.  Is it a big ticket item (costs a lot)?                                  

YES / NO   
	


	15.                                   

                                                                                                             INELASTIC             ELASTIC
	Draw Curve

	A.  Are substitutes available?

YES / NO   
	B.  Is it a want / "luxury item" rather than a "need?"   

YES / NO   
	

	C.  Can people wait to buy it (instead of needing to buy it immediately)?                                      YES / NO  
	D.  Is it a big ticket item (costs a lot)?                                  

YES / NO   
	


	16.                                   

                                                                                                             INELASTIC             ELASTIC
	Draw Curve

	A.  Are substitutes available?

YES / NO   
	B.  Is it a want / "luxury item" rather than a "need?"   

YES / NO   
	

	C.  Can people wait to buy it (instead of needing to buy it immediately)?                                      YES / NO  
	D.  Is it a big ticket item (costs a lot)?                                  

YES / NO   
	


Name _____________________________________________  Hour _________________
Note sheet - Supply and Demand, Part 2 – Supply

     Supply Schedule







Supply Curve
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	Supply Schedule for cleaning services

	 Price
	Quantity Supplied

	$14.00
	

	$12.00
	

	$10.00
	

	$8.00
	

	$6.00
	

	$4.00
	

	$.200
	


	
	
	
	
	
	
	

	$ 120
	
	
	
	
	
	

	$ 100
	
	
	
	
	
	

	$ 80
	
	
	
	
	
	

	$ 60
	
	
	
	
	
	

	$ 40 
	
	
	
	
	
	

	$ 20
	
	
	
	
	
	

	$ 0
	
	
	
	
	
	

	
	0
	15
	30
	45
	60
	75


      Supply Schedule







Supply Curve

	Supply Schedule for: 

Tennis Shoes

	 Price
	Quantity Supplied

	$ 140
	105

	$ 120
	90

	$ 100
	75

	$ 80
	60

	$ 60 
	45

	$ 40
	30

	$ 20
	15




Notes:  

II.  Supply Definition:  


A.  Supply Schedule:  


B.  Supply Curve:  



1.  As with a Demand Curve, ________________________________ is always measured along 



__________________________________________________________ .



2.  ____________________________________________________ . is always measured along 



__________________________________________________________ .




3.  Supply Curves always slope __________________________________________________  .


C.  Law of Supply:  




D.  

Changes in Supply

Supply Schedule
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	$75
	
	
	
	
	
	

	$60
	
	
	
	
	
	

	$45
	
	
	
	
	
	

	$30
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	$0
	
	
	
	
	
	

	
	0
	20
	40
	60
	80
	100


	Supply Schedule for Jeans



	 Price
	Quantity Supplied

	$90
	100

	$75
	80

	$60
	60

	$45
	40

	$30
	20

	$15
	0


	Supply Schedule for Jeans

(Label S1)

	 Price
	Quantity Supplied

	$90
	120

	$75
	100

	$60
	80

	$45
	60

	$30
	40

	$15
	20


   

 An Increase in Supply


       A Decrease in Supply

	Supply Schedule for Jeans

(Label S2)

	 Price
	Quantity Supplied

	$90
	80

	$75
	60

	$60
	40

	$45
	20

	$30
	0

	$15
	0


II. Changes in Supply:  

A.  An increase in supply is always represented as ________________________________________________ .

B.  A decrease in supply is always represented as _________________________________________________ .
But what would cause producers to make more or less of something if the price does not change?  Don't worry!  You'll find out soon!
Name ____________________________________________________ Hour ___________

Guided Reading - Determinants of Changes in Supply

Start on Page 117.  

1.  What is Supply?  

Go to page 121.  This section lists the 7 determinants of supply.  In other words, it lists the 7 things that cause people to produce more or less of a product.  Read about each and answer the questions.

A.  Cost of Resources

2.  List the 4 factors of production (from memory or by looking back at chapter 1, section 1)

3.  What would be the land used to make notepads?

4.  If the cost of this land (your answer for number 3) went up, would people produce more or fewer notepads?  

5.  If the cost of this land went down, would people produce more of fewer notepads?

B.  Productivity

5.  Go to page 16 and define Productivity:  

6.  Back to page 121.  If you get your homework done well in 20 minutes and your friend does just as good a job but it takes him 35 minutes, who is more productive?

7.  If workers are more productive because they feel good about their jobs, will the supply of the product go up or down?

8.  If workers are less productive because they do not feel good about their jobs, will the supply of the product go up or down?

C.  Technology
9.  If new productive technology is used, will the supply of a product that is created with the new technology typically go up or down?

D.  Taxes and subsidies

10.  Of course, a tax is a fee paid to the government.  What is a subsidy?

11.  Do businesses like taxes?

12.  Do businesses like subsidies?

13.  If business have to pay more tax when they produce a certain product, will the supply of that product go up or down?

14.  If businesses have to pay less tax when they produce a certain product, will the supply of that product go up or down?

15.  If businesses receive a subsidy for producing a certain product, will the supply of that product go up or down?

16.  If businesses lose their subsidies for producing a certain product, will the supply of that product go up or down?

E.  Expectations

17.  If producers believe that the price of a product will increase soon, will the supply of that product go up or down?  

18.  If producers believe that the price of a product will decrease soon, will the supply of that product go up or down?

F.  Government Regulations

19.  Regulations are rules that businesses have to follow.  Sometimes, it costs a lot of money to follow these rules.  If the government highly regulates a certain industry (lots of rules), will the supply of that product go up or down?

20.  If the government does not highly regulate a certain industry, will the supply of that product go up or down?

G.  Number of Sellers

21.  If more companies are created to make a product, will the supply of that product go up or down?

22.  If companies leave a particular industry or go out of business, will the supply of that product go up or down? 

Name ____________________________________________  Hour  __________________

Review Questions –Supply

1.  Draw the correct demand curve based on the given demand schedule.  
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	Supply Schedule for Bicycles

	 Price
	Quantity Supplied

	$350
	30

	$300
	25

	$250
	20

	$200
	15

	$150
	10

	$100
	5

	$50
	0


     Supply Schedule







Supply Curve
​​​____________________________________________________________________________________

	Quantity of Softballs Supplied by

All Firms in the Market

	Price
	Quantity Supplied by company X
	Quantity Supplied by company Y
	Quantity Supplied by company Z
	Total Quantity Supplied by all companies

	$11
	400
	500
	1,000
	

	$9
	300
	400
	800
	

	$7
	200
	200
	600
	

	$5
	100
	50
	300
	

	$3
	50
	0
	100
	

	$1
	0
	0
	0
	


2.  Look at the table above.  Notice that it gives the quantity supplied for 3 different businesses.  Let's assume that these 3 businesses are the only ones that produced softballs.  Add up each businesses' quantity supplied to come up with the total market supply of softballs in this economy.

3.  At a price of $5:


a.  How many softballs would company X produce?  


b.  How many softballs would company Y produce?


c.  How many total softballs would be produced?

4.  If 1,500 total softballs were produced, the price must have been what?  

Directions:  You need your Guided Reading - Determinants of Changes in Supply to do this part of the assignment. For each different product listed on the left, read the scenario and decide whether supply will increase (shift to the right), decrease (shift to the left), or not change.  If supply changes, draw a quick graph of the change in supply the 3rd column as the instructions at the top of the 3rd column indicate.  No numbers need to be included.  Then, in the 4th column, write the determinant that is the cause of the change from your Guided Reading - Determinants of Changes in Supply.  If there is no change in supply, write an X in the 3rd and 4th columns.  
	Market Supply is for:
	Scenario
	Draw the shift in supply.  Label Price (P), Quantity (Q), S1, S2, and use arrows to show movement.  No numbers need to be included.  
	Which Determinant of Changes in Supply is the Cause (Guided Reading - Determinants of Changes in Suppl)?

	5.  Automobiles
	Metal, plastic, rubber, and glass prices rise
	
	

	6.  Automobiles
	Auto factory workers successfully strike for a raise
	
	

	7.  Fuel Efficient Cars (That are not gas guzzlers)
	Producers expect that in a few months, prices for these cars will go up since gas is now so expensive.
	
	

	8.  Computers
	New companies enter the computer market (Start making computers)
	
	

	9.  Automobiles
	Assembly line machinery is installed in car factories
	
	

	10.  Children's Car Seats
	New government laws require that Children's car seats be subjected to many new hi-tech safety tests before they can be sold.
	
	


	Market Supply is for:
	Scenario
	Draw the shift in supply.  Label Price (P), Quantity (Q), S1, S2, and use arrows to show movement.  No numbers need to be included.  
	Which Determinant of Changes in Supply is the Cause (Guided Reading - Determinants of Changes in Supply)?

	11.  Furniture
	Daylight savings time arrives
	
	

	12.  Chicken
	New regulations require that poultry packaging factories use improved sanitation standards immediately.
	
	

	13.  Automobiles 
	Auto-workers receive efficiency training, and their morale goes up.  
	
	

	14.  Corn
	The government decides to subsidize the production of corn.
	
	

	15.  Homes
	Computers allow architects to design homes more quickly and less expensively
	
	

	16.  Cigarettes


	A tax is placed on the production of cigarettes
	
	


	Market Supply is for:
	Scenario
	Draw the shift in supply.  Label Price (P), Quantity (Q), S1, S2, and use arrows to show movement.  No numbers need to be included.  
	Which Determinant of Changes in Supply is the Cause (Guided Reading - Determinants of Changes in Supply)?

	17.  Pencil Sharpeners
	The price of concrete rises
	
	

	18.  Smart phones
	People expect smart phones to be cheaper next year.
	
	


Creator Name ____________________________________  Hour  __________________

Taker Name _____________________________________________________________

You Create 

Review Questions –Supply

Directions:  Following the example of your activity, “Review Questions – Supply,” create your own examples of scenarios that would increase or decrease supply.  You must create one scenario for each of the 6 determinants of supply, but mix up the order.  Do not create them in the same order that they appear in the book.  Be sure to only fill in the first two columns, and leave the final two columns blank.   
	Market Supply is for:
	Scenario
	Draw the shift in supply.  Label Price (P), Quantity (Q), S1, S2, and use arrows to show movement.  No numbers need to be included.  
	Which Determinant of Changes in supply is the Cause (Guided Reading - Determinants of Changes in Supply)?

	1.
	
	
	

	2.
	
	
	

	3.
	
	
	

	4.
	
	
	

	5.
	
	
	

	6.
	
	
	


Name _________________________________________________________________  Hour _____________

PowerPoint Notes - Equilibrium & Disequilibrium

Part 1 - Equilibrium

· A demand curve will tell you what quantity demanded (qd) will be IF you know the price.  
· IF the price is $45, quantity demanded will be …

· IF the price is $75, quantity supplied will be …

·  But the demand curve does not tell you what the price actually is.
· A supply curve will tell you what quantity supplied (qs) will be IF you know the price.  
· IF the price is $45, quantity supplied will be…

· IF the price is $75, quantity supplied will be…

·  But the supply curve does not tell you what the price actually is.
· The actual price for a product comes from…
One the next page, use the demand table and the supply table given to draw both the demand curve and the supply curve for video games on the same graph.  

	Supply and Demand for Video Games

	

	
	
	
	
	
	
	

	$90
	
	
	
	
	
	

	$75
	
	
	
	
	
	

	$60
	
	
	
	
	
	

	$45
	
	
	
	
	
	

	$30
	
	
	
	
	
	

	$15
	
	
	
	
	
	

	$0
	
	
	
	
	
	

	
	0
	15
	30
	45
	60
	75


- The point where the supply
 curve and the demand curve cross is called …

- If we start at equilibrium and go straight left, we will find the …

- This is the price for this product that we will actually see in the store.  
- If the price is higher or lower than this (which is called “disequilibrium”), ….

- In this case, if we have this supply curve and this demand curve, the price for video games will be…
	Demand Schedule for Video Games

	 Price
	Quantity Supplied

	$90
	15

	$75
	30

	$60
	45

	$45
	60

	$30
	75

	$15
	90


	Supply Schedule for Video Games

	 Price
	Quantity Supplied

	$90
	75

	$75
	60

	$60
	45

	$45
	30

	$30
	15

	$15
	0


- If we start at equilibrium and go straight down, we will 

find the…

- This is the amount that will be ____________ and it is the 

amount that will be _________________

- In other words, equilibrium quantity is both quantity supplied and quantity demanded. 
- Equilibrium is the point where…
- In this case, equilibrium quantity is…

- This means that, if we have this supply curve and this demand curve, suppliers will make ______ video 
games, and demanders will buy _______ video games.   
· We can also find equilibrium price and equilibrium quantity by looking at the supply and demand schedules.

- Since equilibrium is the point where quantity supplied and quantity demanded are equal (qs = qd), what price has the same quantity supplied and quantity demanded?
- At a price of ________________, quantity supplied and quantity demanded are both ________.

- This is the only price where they are equal to each other.

- That means this must be our equilibrium point.

- Given these schedules, equilibrium price is _______________ and equilibrium quantity is ___________.

	Demand Schedule for Video Games

	 Price
	Quantity Supplied

	$90
	15

	$75
	30

	$60
	45

	$45
	60

	$30
	75

	$15
	90


	Supply Schedule for Video Games

	 Price
	Quantity Supplied

	$90
	75

	$75
	60

	$60
	45

	$45
	30

	$30
	15

	$15
	0


· So equilibrium tells us:

· 1.)  
· 2.)  
3.)  
Part 2 - Disequilibrium

· Disequilibrium happens when the actual price is …

· When in disequilibrium, supply and demand are not …

· This means that there will be either a __________________________________________ or a 
________________________________________ of the product.
· For example:  When the actual price is higher than the equilibrium price, then a ___________________ occurs.

	Example:  When actual price is above equilibrium price

· Here, the price is supposed to be $15, but it is actually $20.

	
	- Quantity Demanded is?

- People only want to buy 20 of this product because…

- Quantity supplied is?

- A lot of people are making a lot of this product because…

- (Remember, sellers like high prices…

- That’s how they make their money).




- Since quantity supplied (40) is greater than quantity demanded (20), we have a…

- Symbolically:  

- What does this look like in the stores?

- What is the exact amount of the surplus?

- If you were selling this product, what would you do to your price?
- You would do this until you are no longer selling all that you are making.

- In other words, you would lower your price until there is no more surplus.  

- This would happen at the equilibrium price of …

- There,…
_________________________________________________________________________________________

· Another example:  When the actual price is lower than the equilibrium price, then a shortage (Qd>Qs) occurs.
	Example:  When actual price is below equilibrium price

· Here, the price is supposed to be $15, but it is actually $10.

	
	- Quantity supplied is?

- Not a lot of people are making this product because…

- They would rather make something else that will sell for more money.

- Quantity demanded is?

- People want to buy 40 of this product because the price is low. 




- Since quantity demanded (40) is greater than quantity supplied (20), we have a…

- Symbolically:

- What does this look like in the stores?

- What is the exact amount of the shortage?

- If you were selling this product, what would you do to your price?

- You would do this until people stop buying the product.  

- In other words, you would raise your price until there is no more shortage.  

- This would happen at the equilibrium price of…
- There, quantity supplied (30) _________________ quantity demanded (30).

In a free market economy
· So, in a free market economy, the market for any particular product automatically moves toward… 
· When there is a surplus, sellers automatically…
· When there is a shortage, sellers automatically…
Name _________________________________________________________________  Hour _____________

[image: image2.emf]
1.  Draw the Supply and Demand Curves.  Label equilibrium, equilibrium price (Pe), and equilibrium quantity (Qe).  

1a.  Given these supply and demand curves,  the equilibrium price of Greebe's would be____________ and the 

equilibrium quantity of Greebe's would be _____________________. 

2. If the current price is $0.30 per Greebe, buyers would want to buy ________ Greebes (You don't need to 

write it in "millions.") and sellers would want to sell ________  Greebes. Under these conditions, there would 
be a (shortage / surplus / neither) of ________  Greebes. In a free market economy, the price would tend 

to (increase / decrease) to a price of ________ per Greebe.  At this new price, buyers would now want to buy 
________ Greebes, and sellers now want to sell ________ Greebes.  We now have a (shortage / surplus / 













neither).

3.  If the current price is $0.20 per Greebe, buyers would want to buy ________ Greebes, and sellers would 
want to sell ________ Greebes. Under these conditions, there would be a (shortage / surplus / neither) of 
________ Greebes. In a free market economy, the price would tend to (increase / decrease) to a price of 
________ per Greebe. At this new price, buyers would now want to buy ________ Greebes, and sellers now 

want to sell ________ Greebes.  We now have a (shortage / surplus / neither).   

5.  Now, suppose that the demand schedule for Greebes stayed the same but the supply schedule for Greebes changed.  Now, the supply schedule looks like this:

	[image: image3.emf]
	[image: image4.emf]


5.  Use the old demand schedule and the new supply schedule to draw the current supply and demand curves on this graph.  Label equilibrium, equilibrium price (Pe), and equilibrium quantity (Qe).  Compared with the old supply curve, this supply curve is further to the (left / right).  That means that supply has (increased / decreased).

5a.  Compare the old equilibrium price and quantity to the new equilibrium price and quantity.  The change in supply has caused the price of Greebes to (increase / decrease).  The change in supply has caused the amount that buyers want to buy and sellers want to sell to (increase / decrease)  

6.  If a decrease in supply had these effects on price and quantity, than if supply increased instead, price would probably (increase / decrease) and equilibrium quantity would probably (increase / decrease). 
Name _________________________________________________________________  Hour _____________

PowerPoint Notes - Causes of Disequilibrium
1.  What is Disequilibrium?

· Disequilibrium happens when the actual price is…
· When the price is too high, there is a…
· When the price is too low, there is a…
· These are the two different kinds of disequilibrium.
· You know that, in a free market economy, sellers raise or lower their prices to eliminate shortages or surpluses and return to equilibrium.
· So how can there ever be a shortage or surplus that lasts?
2.  Causes of Disequilibrium

· Shortages and surpluses can last only if ________________________________ does not allow sellers to 
___________________________________________their prices.
· These are called government “___________________________________________________.”
· Two kinds of government price controls:
· 1.  ______________________________ – a _____________________ price for a product (or resource).
· Here, the government does not allow the price to go below a certain level.
· “_________________________________________________________________.”
· 2.  ______________________________ – a _____________________ price for a product.
· Here, the government does not allow the price to go above a certain level.
· “_________________________________________________________________.”
3.  Example of a price floor:  College football tickets.
· Let us say that there are 10 football teams in a conference.  One of them, “The Untouchables,” are not doing very well, and people are not interested in buying tickets.  However, the government (in this case the university president) forbids the athletic department from lowering ticket prices in comparison with the other 9 teams in the conference because it would be embarrassing to the team.  In other words, he puts a price floor in place.  “You can’t go below the floor.”
· Graphically, this can be seen as follows: 
	A Price floor Example:  Football Tickets

	
	- Here we see the supply of, demand for, and equilibrium price and quantity for Untouchables football tickets.
- At this price, there would be no…  
- Every game would sell out.
- But the university president will not allow their tickets to sell for less than others.

- In other words, he sets a prices floor at…
- At this high price, quantity 

supplied is _______________ 

quantity demanded.  
- So there is a surplus of Untouchables football tickets.




- Because the government (in this case, the university president) will not allow ticket prices to drop to equilibrium, the surplus will continue.

- This would be true of any product.

- A price floor above the equilibrium price will cause a…

· Note:  Another classic example of a price floor is the minimum wage.

- With a minimum wage, the government will not allow the price of labor to go below a certain level.
- According to supply and demand theory, if this price floor is above the equilibrium price, it will cause a surplus.  A surplus of labor is called what?

- This is what critics of the minimum wage say.  They say it causes unemployment.

4.  Example of a price ceiling:  Rent controls.
· Let us say that, since people have no choice but to pay for a place to live, the government places a limit on how much apartment building owners can charge customers for rent.  In other words, it puts a price ceiling in place.  “You can’t go above the ceiling.” 
· Graphically, this can be seen as follows: 
	A Price Ceiling Example:  Rent Controls

	
	- Here we see the supply of apartments, the demand for apartments, and the equilibrium price and quantity for apartments. 
- At this price, there would be no shortage or surplus of apartments. 
Everyone who wanted to rent an apartment at that price would be able to find one.
- (Although some people who wanted to rent an apartment for less would not be able to find one) 
- However, the government thinks that the price is too high.




- So it passes a law that forbids apartment building owners from charging above a certain level.

- In other words, it puts a price ceiling in place at…
- At this low price, a lot of families want to rent apartments, but not a lot of people want to rent to them.  
- They can make more money renting to businesses or selling to businesses to build factories or something.  

- Quantity demanded (qd) is __________________________ quantity supplied (qs).

- So there is a ___________________________ of apartments.  
- This would be true of any product.  A price ceiling below the equilibrium price will cause a…
5.  Conclusions

· While many people support some government price controls like the minimum wage or rent controls, according to supply and demand analysis, these policies do have a cost…
· The question in each particular case is, how big will these costs be, and are they worth it?   
Name _________________________________________________________  Hour __________________

[image: image5.emf]
Price floors and ceilings can be plotted with supply and demand curves. Use Figure 22.1 to answer 

the questions. Fill in the answer blanks or underline the correct words in parentheses. 

1. What is the equilibrium or market price? __________ 

2. What is quantity demanded and what quantity is supplied at the market price (answer below)? 

(A) Quantity demanded ___________ 

(B) Quantity supplied ________ 

3. What quantity is demanded and what quantity is supplied if the government passes a law requiring 

the price to be no higher than $30? This is called a price ceiling. 

(A) Quantity demanded _____________ 

(B) Quantity supplied ____________ 

(C) There is a (shortage / surplus / neither) of how much?  ____________ . 

4. What quantity is demanded and what quantity is supplied if the government passes a law requiring 

the price to be no lower than $80? This is called a price floor. 

(A) Quantity demanded _____________ 

(B) Quantity supplied ____________ 

(C) There is a (shortage / surplus / neither) of how much?  ____________ . 
5.  If the government got rid of the price floor or the price ceiling, the free market would move to a price of 

_____________.  At that price, there would be a (shortage / surplus / neither).
Name _________________________________________________________________  Hour _____________

PowerPoint Notes - Changes in Equilibrium

1.  Equilibrium review

· Equilibrium is where quantity supplied and quantity demanded are equal.  
· Graphically, equilibrium is the point where the supply and demand curves cross.
· It tells us:


a.  The Equilibrium Price:  



- The price for that product that we will see the stores.


b.  The Equilibrium Quantity:



- The amount suppliers will make and the amount that demanders will buy




(They will be equal to each other).
2.  Changes in Equilibrium

· You know that changes in the determinants of demand or changes in the determinants of supply will cause the demand or supply curves to move.
· If equilibrium is the point where the supply and demand curves cross, then if either of the curves move, equilibrium will move, because the curves will cross at a different location.
	A Change in Equilibrium

	
	- There is always only 1 equilibrium.
-  Once we have a new equilibrium, the old equilibrium is gone. 
-  Since equilibrium tells us the equilibrium price and quantity, when equilibrium moves…

1.  The product will become …

2.  The amount that suppliers make and demanders buy will …



	1.  An Increase in Demand Changing Equilibrium
	2.  A Decrease in Demand Changing Equilibrium

	
	

	3.  An Increase in Supply Changing Equilibrium
	4.  A Decrease in Supply Changing Equilibrium

	
	


3.  Summarizing the Changes in Equilibrium
· If demand increases then price _______________________ and quantity _______________________
· If demand decreases then price _______________________ and quantity _______________________
· If supply increases then price _______________________ and quantity _______________________
· If supply decreases then price _______________________ and quantity _______________________
Name ________________________________________________________  Hour __________________

Review Questions – Demand and Equilibrium Price

Directions:  You will need to use the activity, "Guided Reading - Determinants of Changes in Demand" from your packet, page _____.  For each different product listed on the left, read the scenario and decide whether demand will increase (shift to the right), decrease (shift to the left), or not change.  Draw a quick sketch of the change in demand showing the old and new equilibrium.  Indicate which determinant of demand accounts for the change from your guided reading activity.  Wite an X if there is no change in Demand.  




	Market Demand is for:
	Scenario
	Quick sketch of the change in demand.  Use arrows.  Label S, D1, D2, E1 (for equilibrium 1) and E2 (for equilibrium 2)
	Which Determinant of Changes in Demand from your reading is the Cause?  Write X if there was no change.
	Effect on Equilibrium Price and Quantity

	1.  DVD Movies


	Incomes rise nationally
	
	
	Price will:  


Quantity will:




	2.  Automobiles
	Many expect to be laid off very soon.
	
	
	Price will:  


Quantity will:




	3.  Computer Printers


	Prices for Printer Cartridges drop
	
	
	Price will:  


Quantity will:




	4.  Meat Tenderizer (sprinkled on beef)
	Beef prices rise
	
	
	Price will:  


Quantity will:





	5.  Houses in the US
	The number of Immigrants to the US doubles
	
	
	Price will:  


Quantity will:




	6.  Pencil Sharpeners
	The price of Cement rises


	
	
	Price will:  


Quantity will:




	7.  "Gotta' Strut" Blue Jeans
	Consumers lose their taste for "Gotta' Strut" jeans
	
	
	Price will:  


Quantity will:




	8.  Computer keyboards
	Prices of Broccoli falls
	
	
	Price will:  


Quantity will:




	9.  The latest Playstation video game systems
	The Price for the latest Xbox and Wii game systems goes up 35%.
	
	
	Price will:  


Quantity will:





Name ________________________________________________________  Hour __________________
Review Questions – SUPPLY and Equilibrium Price
Directions:  Follow the directions for the demand exercise to do this exercise dealing with supply.  You will need to the activity, "Guided Reading - Determinants of Changes in Demand" from your packet, page _____.   

	Market Supply is for:
	Scenario
	Quick sketch of the change in demand.  Use arrows.  Label S, D1, D2, E1 (for equilibrium 1) and E2 (for equilibrium 2)
	Which Determinant of Changes in Demand from your reading is the Cause?  Write X if there was no change.
	Effect on Equilibrium Price and Quantity

	1.  Drinking Glasses
	The price of glass goes up


	
	
	Price will:  


Quantity will:




	2.  Furniture
	Economists publish predictions of an economic recession in the future (People will be out of work, and will not be able to pay much for furniture very soon).
	
	
	Price will:  


Quantity will:




	3.  Computers
	New computer companies are created and enter the computer market
	
	
	Price will:  


Quantity will:





	4.  Tennis Shoes
	Ceiling fans go on sale


	
	
	Price will:  


Quantity will:




	5. Vegetables
	More people leave city life and become professional farmers
	
	
	Price will:  


Quantity will:




	6.  Nuclear Energy
	The government demands expensive new safety regulations be implemented in nuclear power plants.  
	
	
	Price will:  


Quantity will:




	7.  Windshield Wipers
	Daylight savings time arrives
	
	
	Price will:  


Quantity will:




	8.  Automobiles
	Assembly lines are installed in car factories
	
	
	Price will:  


Quantity will:





	9.  Computer Software (programs like Microsoft Word)
	Software programmers receive new training which teaches them how to do more work in less time.  
	
	
	Price will:  


Quantity will:




	10.  Alcoholic drinks
	The government taxes the production of alcohol
	
	
	Price will:  


Quantity will:




	11.  Oil
	The Government subsidizes exploration for oil.  
	
	
	Price will:  


Quantity will:





