Review for Unit II Test – Demand, Supply and Prices
Study your notes from class.

Complete and study the Study Guide packet.

Terms and concepts to know:


Demand


State the Law of Demand


Describe the shape and slope of a demand curve, and explain

Law of diminishing marginal utility


Describe the difference between a change in demand and a change in 

quantity demanded


Determinants of demand – (explain and give examples)


Consumer tastes and preferences



Change in income (normal and inferior goods)



Related goods (substitutes and complements)



Expectations



Change in number of buyers


Explain the difference between inelastic and elastic demand


Give examples of the determinants of elasticity (luxury/necessity, # of 

substitutes, budget)


Explain the total receipts (total revenue) test


Supply


State the Law of Supply


Describe the shape and slope of a supply curve, and explain

Explain the Law of Increasing Marginal Cost


Describe the difference between a change in supply and a change in 

quantity supplied


Determinants of supply – (explain and give examples)


Change in number of suppliers



Change in costs of production


Prices

Explain how to find equilibrium price and quantity


Explain the significance of the market clearing price


Describe how prices allocate resources and provide Information

Identify what causes surpluses and shortages

Explain and give examples of price floors and ceilings
Draw all of the graphs, properly labeled, and show the changes in equilibrium price and quantity as a result of a shift in supply or demand (from p.11 in the Study Guide) and the graph that shows surpluses and shortages (from the Prices power point)
