ECO 211 MICROECONOMICS
Supply and Demand Review

1. List five basic determinants of market demand that could cause demand to DECREASE.

2. Differentiate between a normal (superior) and an inferior good.
3. What is the difference between a change in demand and a change in quantity demanded?
4. What effect should each of the following have upon the demand for portable MP3 players?  Explain your reasoning in each case (i.e. which DETERMINANT has changed?) and draw a graph showing the change (be sure to label the graph). What would happen to Price and Quantity?


(a)  the development of improved, low-priced cell phones that can also store and play music. 



Determinant: ​​​_______________ [image: image1.png]


 D _____ [image: image2.png]


  P _____ & Q _____



(b)  an increase in population and incomes



Determinant: ​​​_______________ [image: image3.png]


 D _____ [image: image4.png]


  P _____ & Q _____
(c) a substantial decrease in the price of  MP3 music downloads


Determinant: ​​​_______________ [image: image5.png]


 D _____ [image: image6.png]


  P _____ & Q _____
(d) consumer expectations of substantial price increases in MP3 players



Determinant: ​​​_______________ [image: image7.png]


 D _____ [image: image8.png]


  P _____ & Q _____
5. List six basic determinants of market supply that could cause it to DECREASE.
6. What is the difference between a change in supply and a change in quantity supplied?
7. What effect will each of the following have upon the supply of television sets?  Explain your reasoning in each case (i.e. which DETERMINANT has changed?) and draw a graph showing the change (be sure to label the graph).What would happen to Price and Quantity?


(a)  an increase in the price of electronic equipment used in producing television sets




Determinant: ​​​_______________ [image: image9.png]


 S _____ [image: image10.png]


  P _____ & Q _____
(b) a decline in the number of firms producing television sets




Determinant: ​​​_______________ [image: image11.png]


 S _____ [image: image12.png]


  P _____ & Q _____
(c) a large new tariff on imported Japanese TV sets




Determinant: ​​​_______________ [image: image13.png]


 S _____ [image: image14.png]


  P _____ & Q _____

(d) modernization of the factories where televisions are produced



Determinant: ​​​_______________ [image: image15.png]
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  P _____ & Q _____
8.    
Given the products below and the events that affect them, indicate what happens to demand, supply, equilibrium quantity, and equilibrium price.  Identify the determinant of demand and supply that causes the shifts. (NOTE: only one curve will shift in each problem.)


(a)  Calculators:  More schools require students to buy and use calculators; 


Determinant: ​​​________








S _____



D ​​​​_____




P  _____




Q _____

(b) Calculators: improved productivity shortens the time it takes to make calculators.



Determinant: ​​​________



S _____



D ​​​​_____




P  _____




Q _____


(c) Gasoline.  Oil production declines due to a crisis in the Middle East;


Determinant: ​​​________



S _____



D ​​​​_____




P  _____




Q _____
(d) Gasoline:  people take more car vacations and drive more.



Determinant: ​​​________



S _____



D ​​​​_____




P  _____




Q _____




(e)  New homes.  The average incomes fall as the economy moves into recession; 


Determinant: ​​​________



S _____



D ​​​​_____




P  _____




Q _____



(f) New Homes: the productivity of home construction workers and builders increases.



Determinant: ​​​________



S _____



D ​​​​_____




P  _____




Q _____


(g) Tobacco:  The government cut its subsidy to tobacco farmers; 


Determinant: ​​​________



S _____



D ​​​​_____




P  _____




Q _____


(h) Tobacco: more people quit smoking.



Determinant: ​​​________



S _____



D ​​​​_____




P  _____




Q _____


