Ch. 3 — Market Demand and Supply

Law of Demand — an inverse relationship between the price of a good and the quantity
buyers are willing to purchase (ceteris paribus).

EX. Asthe $ of a good/service decreases the demand increases
As the $ of a good/service increases the demand decreases
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Market Demand —
- demand for an entire market (neighborhood, community, region, state; age group;
gender; etc.)
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A change in price does not shift the entire curve, there is simply movement
along the curve.

EX. If the price decreased from $15 to $10, what would have happened to
the quantity demanded?

A

B

D

$5

10 20 30 40 90

20



Changes in Demand —
- Non-price determinants (leads to shifts in the demand curve)

. number of buyers change
. change in taste/preference
. Income changes
a. normal goods — any good where there is a direct relationship
between changes in income and demand
b. inferior goods — an inverse relationship between changes in
income and demand
4. changes in future expectations
. prices of related goods
a. substitute goods — goods that can be replaced by other goods
that are the same or similar
b. complimentary goods - goods that used in combination with
other goods and are affected as such

W N =

1)

PG. 75-76 (1-3)



"J809 InJ € Ang 0} Aouow Y3nous sey uoryseJ s\ ¢

"89] SUIANq 918 SISWNSUOD SWOS ‘99102 JO 9o11d oY) UT 9sBIIOUT UR 0} dN(] P

"SOUIO[O S, UIP[IYD JOJ PUBTUSP PISBIOUL U SBM JI9Y) ‘SQG6T o Ul  wood Aqed,, U} JO asneadq ‘¢

"Je3ns 10J SuIARIO © SBY [J00}-109MS TN T

*991309 Jo punod ® sAnq oY USyMm WeaId JOo uopeo g saseyoind sAemye J0dAH A -

i

poo3 ®© Jo 90TAIDS puB
papuewop Anuenb | poo3 yoes 10] puewap PUBWIAP SAI)ORJJS Way} J0J PUBWISP
o o3ueyo oyl 103re] oyl poxIeWw [ popuewop sannuenb oW093q SiuRM IO} B SOJBAI0 SIOTAISS
ued squzu1duoo oy Jo azis uonendod oy} ur A3ueyo “aIISap Aa1[} SOOIAISS pue spoo3 o1y1oads

pue sapnjsqng oy} 1o3xe oY, © 0] pea[ suone1oadxa pue spoo3 ) JOJ SISWNSUO9
ownsuo)) aseyoind 03 swoour Jo Anrenaed oy,
SAooo (Toredod) oy aaey ojdoad uoyA
AHLVTHY STHANd SNOILVLOddXH SHONHIHAT A
4O SHOTId JO YHINNN JHIANd HNOONI ANV SHLSV.L

ANVINAd
40 SINVNIWNIH.LAA




Name -
BCC — Macroeconomics
Demand — Review

1. Create a demand schedule and then using that information illustrate the demand curve for CD’s:
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2. If arecording label increased the price of a CD, what would happen to the quantity demanded? Graph
the change below.
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3. If'the average income increased in the Southern Tier, what would happen to the demand of CD’s (ceteris
paribus)? Illustrate in a graph below.
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Ch. 3 — Market Demand and Supply

Law of Supply — a direct relationship between the price of a good and the quantity sellers
are willing to offer for sale in a defined time period (ceteris paribus).

EX. Asthe $ of a good/service increases the supply increases
As the § of a good/service decreases the supply decreases
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Supply Demand —
- supply for an entire market (neighborhood, community, region, state; age group;
gender; etc.)

EX. ]
Market Supply Schedule for Compact Discs

GRS Price Super Sound High"Vlbes Toml | Draw your own

: $ 2 5 : 25 + 3 5 60 market S}lpply

curve using the

5 $20 | 20 i 30 50 data provided.
"'-$1 5 5. 95 A0




A change in price does not shift the entire curve, there is simply movement
along the curve.

EX. Ifthe price decreased from $20 to $10, what would have happened to
the quantity supplied?
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Changes in Supply —
- Non-price determinants (leads to shifts in the supply curve)

changes in the number of sellers

changes in technology

changes in factors of production (resource prices)
changes in taxes and subsidies

changes in producer expectations

changes in prices of other goods produced by other firms
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Name -
BCC — Macroeconomics
Supply — Review

1. Create a supply schedule and curve for CD’s: R
Price - $ Quantity Supplied HA - .
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2. If arecording label decreased the price of a CD, what would happen to the quantity supplied? Graph the
change above.
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3. With the increase in buying individual songs off of the Internet, what would happen to the supply of
CD’s (ceteris paribus)? Illustrate in a graph below.
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CH. 4 Markets in Action

HOW BUYERS AND SELLERS RESPOND TO CHANGES IN EQUILIBRIUM PRICE:

What can cause a change in market equilibrium (2}?

What can cause a shift in a demand curve (5)?

What can occur to the market equilibrium when there is a shift in demand?

What can cause a shift in a supply curve (5)?

What can occur to the market equilibrium when there is a shift in supply?

Can the laws of demand and supply be repealed/manipulated? HOW?

What is a price ceiling? What is a price floor?

What are examples of price ceilings? What are examples of price floors?

How are the results of a price ceiling counterproductive? | How are the results of a price floor counterproductive?




Market failures create the need for price ceilings and floors. What is a market failure? Provide and explain 4 examples.

MARKET FAILURES EXPLANATION




Name -
BCC — Macroeconomics
Demand and Supply —

1. Fill in the demand & supply schedule for a product of your choice:

Price - $ Quantity Demanded Quantity Supplied
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2. Create a supply and demand curve using the information you provided above. Label the equilibrium.
What is the equilibrium price? What is the equilibrium quantity?
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3. A. What would occur if the market price of your good decreased below the equilibrium price?

B. What would occur if the price of your good increased above the equilibrium price?



4. Explain and illustrate graphically the effect of the following situation:
a. The need for computer engineers increases causing the salaries of these laborers to increase
therefore increasing labor costs.
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b. Consumers expect that gas will be in short supply next month and will cause the price to rise

sharply.
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