Economics Chapter 5, 6, and 7

Questions DUE: c5 (9/10/01), c6 (9/13/01)

Objectives: 

Applies concepts of supply and demand, and money and prices to the assessment of economic problems.  Natural Disasters, Financial Disasters, Man-made Disasters, Corporate Failures.
SS15

ID and give examples of various types of market structures (competition, differentiated competition, monopoly).
SS16

Relates the concept of supply and demand to scarcity.
SS2

Defines the term microeconomics and lists elements in the micro economy (consumers, households, and businesses).
SS10

ID how supply and demand determines prices.
SS11

Answer the following questions in complete sentences.  Stick with WHO, WHAT, WHERE, WHEN, and WHY IMPORTANT in answering the questions.  If you need to include a graphic or chart, you may insert a MS table or Excel worksheet.

Econ Chapter 5 Questions and Answers

1. How do supply and demand curves differ?

 The supply curve, labeled SS, slopes UPWARD and to the RIGHT to REFLECT the tendency of supplies to offer greater quantities for sale at higher prices.  The  DEMAND curve, labeled DD, tells the quantify that consumers will demand at each and every price.

2. Draw a supply curve and a demand curve and explain the differences.

2a)  This graph is unavailable do to technical difficulties.-- Ask Mike for the

graph. It will be available to you upon request, also bring a sheet of paper with you- unless you can memorize it.-And that’s just not possible.

2b.) A supply curve slopes upward  and to the right to reflect the tendency of suppliers to offer greater quantities for sale at higher prices. The demand curve tells the quantity that consumers will demand at each and every price. The demand curve is always downward- sloping, presents the information in the form of a graph. The supply curve is the opposite of the demand curve. If you were to hold a supply curve in front of a mirror , it would look like a demand curve.

3.) Whoever was suppose to do number 3--Did not do it so----I guess you’ll be finding the answer yourself.

4.)Tony Jones was suppose to do number 4. See him.

5. Describe the difference in change in quantity supplied and a change in quantity demanded.

5.)The change in quantity supplied is the change in amount offered for sale in response to a change in price  and the change in demand is the change in the desire, ability, and willingness to buy a product.

6. What is the Law of  Variable Proportions and what parallels can  be drawn when comparing it to the Law of Diminishing Returns?

 The Law of Variable Proportions state that in the short run, output will change as one input is varied while the others are hold constant. This law is paralleled with the law of diminishing returns, in that they both rely on the same aspect demand : as a consumer reaches satisfaction, he is reluctant to purchase more product after his needs are met and fulfilled. For example, if a jogger stops at a lemonade stand, he purchases a cup in hopes of quenching his thirst. Yet, afterwards, he desires another cup to completely satisfy him. After the second cup, his thirst is satisfied, hence he is reluctant to purchase more. Hence, in order to sell a third cup, prices must go down to get the consumer to purchase.

7.How does the marginal product change in each of the three stages of production? The marginal product is the measure of the extra output generated by adding one or more unit of variable input. In the first stage, marginal product is increasing. In stage two, more units of a certain variable input is added to a constant amount of other resources; total output helps rising, but only at a diminishing state. In the third stage, marginal product is negative and total plant output decreases.

STILL WAITING ON THESE AS OF 7:00 MONDAY NIGHT

Section 3 – Supply and the Role of Cost

1) Name, explain, and give an example for each of the four measures of cost.

2) What are the ways to measure revenues?  How can each way be applied to businesses?

3) What role does Marginal Analysis play when a business forecasts future expansions and whatnot?

Chapter 6 – Prices and Decision Making

Section 1 – Prices as Signals

1) What are some major advantages and disadvantages to prices, explain?

2) How might a price system work differently in a market economy from a command economy?

3) Create a short story demonstrating how easy it would be to allocate goods and services without a price system.

Section 2 – How Prices are Determined

4) What is market equilibrium and who is happy when it is achieved?

5) What are economic models and how do they help us understand economics?

Section 3 – The Price System at Work

6) Provide two examples of fixing prices and explain why is it done?

7) Draw and explain the following: Change in Supply curve, change in demand elasticity curve, and change in demand curve.

8) Explain the role of government in supporting businesses’ prices.

