Supply and Demand Unit Test Study Guide

Understand (and be able to “translate”) the definitions and application of these concepts:

· Voluntary exchange

· Law of demand

· An item is in demand if a person is ….(3 things)…. to buy it.

· Inverse relationship b/t price and quantity demanded

· Direct relationship of supply

· Utility

· Diminishing marginal utility

· Price elasticity of demand (and inelastic)

· List the 3 factors that determine demand elasticity

· Diff. b/t a “change in quantity demanded” and a “change in demand” (what causes each?)

· List the 5 non-price determinants of demand

· Equilibrium price (AKA “market price”)

· From a consumer’s perspective, what are the benefits of competition?

· Costs of production

· Fact:  the price of a good is determined by the interaction of supply and demand. (eq. price)

· Define supply

· List 5 non-price determinants of supply

· Understand how to graph and label supply and demand graphs (and changes that may occur)

· When a given event happens, you should know what will be affected – the supply or demand curve. (example:  people make more money now.  Will that initially affect the amount of IPODS supplied to the market or the amount demanded by the consumers?)

· What is a surplus?

· What is a shortage?

· A price ceiling often leads to what? (give example)

· A price floor often leads to what? (give example)
· The production function

· Fixed costs, variable costs, total costs

Ch. 4 – All
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