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Economics Study Guide: Supply, Demand, and Price 


Questions

1. What is demand?

2. What is the law of demand?

3. What factors determine demand?

4. What is elasticity?

5. How can elasticity be determined?
6. What is the relationship between elasticity of demand and total expenditures?

7. What is supply?

8. What is the law of supply?

9. What factors can affect a change of supply?

10. How do prices help to answer the 3 basic economic questions?

11. What advantages do prices give a market economy?

12. How do prices represent a compromise between buyer and seller?

13. What problems can economic systems without price allocation (ex: rationing) have?

14. How do shortages and surpluses push prices toward equilibrium?

15. How do changes in supply and demand affect equilibrium price?

16. What are the results of a price ceiling and price floor?

17. Give an example of a price ceiling and floor.

18. How do social goals cause distortions in the market?

19. Draw a demand curve with an increase or decrease in demand and its change in price
20. Draw a supply curve with an increase or decrease in supply and its change in price

21. Draw a price ceiling 

22. Draw a price floor

Practice – How would each of the following affect the equilibrium price and quantity of DONUTS in a particular town and why?

1. 3 new donut factories are built

2. A tax is placed on donut producers

3. People lose jobs and have no money

4. Workers go on strike

5. Laws are passed requiring donuts to meet certain nutritional requirements
6. People move to town

7. Workers become more productive

8. Cost of sugar goes down

9. A study shows donuts help fight disease

10. Price of coffee goes up (assuming people drink coffee with donuts)
