Unit II Assignment Guide

Product Markets:  Supply and Demand & Consumer Choice

Chapters 3 (47-69) & 20

Mon. 9/22-Wed. 9/24
1. Discussion:  “Demand”

Objectives and Key Terms—You must be able to:

1) Define a market.

2) Define demand and state the law of demand.

3) Graph the demand curve when given a demand schedule.

4) Explain the difference between individual demand and market demand.

5) Differentiate between a change in demand and a change in quantity demanded.

6) Identify and explain the determinants of demand and explain how each shifts the demand curve.

7) Define substitute and complementary goods.

8) Define and distinguish between the income and substitution effects and use them to explain why a demand curve is downward sloping.

9) Define and show graphically consumer surplus.

10) Explain why markets maximize consumer surplus.

2. Activity

--Demand Curves, Movements Along Demand Curves and Shifts in Demand Curves
3. Return and discuss Unit I Test (Mon. 9/22)

4. Micro. Problem Set #2 (due Tues. Wed. 10/8)

Thurs. 9/25
1. Discussion:  Marginal Utility and Utility Maximization

Objectives and Key Terms—You must be able to:

1) Define and distinguish between utility and marginal utility.

2) Define diminishing marginal utility.

3) Explain how the law of diminishing marginal utility affects the behavior of consumers in a market economy.

4) Use the law of diminishing marginal utility to explain why a demand curve is downward sloping.

5) Define and apply the utility maximization rule.

6) Explain how a rational individual decides what to purchase, given necessary information about utility, prices and income.

2. Activity

--Utility Maximization
Fri. 9/26
1. Discussion:  “Supply”

Objectives and Key Terms—You must be able to:

1) Define supply and state the law of supply.

2) Graph the supply curve when given a supply schedule.

3) Explain the difference between individual supply and market supply.

4) Differentiate between a change in supply and a change in the quantity supplied.

5) Identify and explain the determinants of supply and explain how each shifts the supply curve.

6) Define and show graphically producer surplus.

Mon. 9/29-Tues. 9/30
1. Discussion:  “Market Equilibrium”

Objectives and Key Terms—You must be able to:

1) Define equilibrium.

2) Define and graph equilibrium price and equilibrium quantity.

3) Explain why the price of a good or service and the amount bought and sold in a competitive market will be the equilibrium price and quantity.

4) Predict the effects of changes in supply and demand on equilibrium price and quantity and on the price of substitute and complementary goods.

5) Analyze how markets act as rationing devices and how markets allocate resources.

2. Activity

--How Markets Allocate Resources
3.   Video (Economics USA:  Who Sets Prices?)
Wed. 10/1
1. Simulation:  A Market in Wheat
Thurs. 10/2-Fri. 10/3 & Mon. 10/6
1. Discussion:  “Elasticity”

Objectives and Key Terms—You must be able to:

1) Define price elasticity of demand.

2) Calculate elasticity coefficients using the midpoint formula.

3) Define and distinguish among elastic, inelastic, and unit elastic demand.

4) Identify and explain the factors that make demand elastic or inelastic.

5) Define and distinguish between goods that are necessities and goods that are luxuries.

6) Determine the elasticity of a good by analyzing the elasticity coefficient.

7) Apply the total revenue test to determine elasticity.

8) Define income elasticity of demand.

9) Define and distinguish between a normal good and inferior good.

10) Define cross-price elasticity of demand.

11) Define price elasticity of supply.

12) Identify and explain the factors that make supply elastic or inelastic.

13) Distinguish between short-run and long-run elasticity of supply.

2. Activities

--Elasticity Coefficients
--Elasticity of Demand and Changes in Total Revenue
--Excise Taxes

Tues. 10/7
1. Discussion:  “Price Ceilings and Floors”

Objectives and Key Terms—You must be able to:

1) Define and describe price ceilings and price floors.

2) Illustrate price ceilings and floors on graphs.

3) Analyze the effects of price ceilings and floors in terms of surpluses and shortages.

Wed. 10/8
1. Turn in Micro. Problem Set #2

2. Discussion:  “Complex Application Questions in Supply and Demand”

Objectives and Key Terms—You must be able to:

1) Apply price-theory concepts to analyze market behavior.

2) Analyze how prices act as rationing devices, allocate resources, and determine income distribution.

3. Activity

--Pricing Problems
Thurs. 10/9
1. Return and discuss Micro. Problem Set #2

2. Test Review and Practice

Fri. 10/10
1. Unit II Free-Response Test

Mon. 10/13
1. Unit II Multiple Choice Test

