EOCT Review
Part 5
Below are the standards that we will cover as part of today’s review. You need to review these standards and make sure that you are familiar with concept or idea connected to each of them.

SSEMI2 The student will explain how the Law of Demand, the Law of Supply, prices, and profits work to determine production and distribution in a market economy. 
a. Define the Law of Supply and the Law of Demand. 

b. Describe the role of buyers and sellers in determining market clearing price. 

c. Illustrate on a graph how supply and demand determine equilibrium price and quantity. 

d. Explain how prices serve as incentives in a market economy. 

SSEMI3 The student will explain how markets, prices, and competition influence economic behavior. 
a. Identify and illustrate on a graph factors that cause changes in market supply and 

    demand. 

b. Explain and illustrate on a graph how price floors create surpluses and price ceilings 

    create shortages. 

c. Define price elasticity of demand and supply. 

EOCT Content Descriptors

On the EOCT, students will be required to show an understanding or be able to apply the following concepts related to the above standards.

- the law of demand: reading and interpreting demand curves

- the law of supply: reading and interpreting supply curves

- differentiating between inelastic and elastic demand and inelastic supply and elastic supply

- reading and interpreting supply and demand curves

- how price floors and price ceilings are established and their effects

- price as a market incentive

- market competition and its effects on demand, supply, and price
Concept 1: Elasticity of Demand
Standard(s): 

Define price elasticity of demand and supply.
Content Descriptor(s): 

- differentiating between inelastic and elastic demand and inelastic supply and elastic supply

What to know: 

The elasticity of demand refers to the amount demand changes with price. We know that an increase in price will cause a decrease in demand, but how much will demand decrease? If the demand for the product changes a lot when price changes, then the demand is said to be elastic. Products with elastic demand are typically products you can do without or products with substitutes. Elastic demand can be defined as products for which demand changes greatly with a change in price. If the demand for the product does not change much with price, then the demand is said to be inelastic. Products with inelastic demand are products that people need and products without substitutes. Inelastic demand can be defined as products for which demand changes very little with a change in price.
Practice Questions:

(1) The price of milk has increased almost $.25 per gallon. Even so, the sale of milk has barely changed. Knowing this, which of the following would be correct?

A   the supply of milk is inelastic

B   the demand for milk is inelastic

C   the supply of milk is elastic

D   the demand for milk is elastic

(2) When the price of medicine goes up, demand doesn’t change very much. Which of the following best explains this reality?

A   people don’t like paying more for medicine

B   the demand for medicine is elastic

C   the demand for medicine in inelastic

D   the elasticity for medicine can’t be measured
(3) What types of products would have elastic demand? ________________________________

_____________________________________________________________________________

_____________________________________________________________________________

(4) What types of products have inelastic demand? ____________________________________

_____________________________________________________________________________

_____________________________________________________________________________

Concept 2: Elasticity of Supply
Standard(s): 

Define price elasticity of demand and supply.

Content Descriptor(s): 

- differentiating between inelastic and elastic demand and inelastic supply and elastic supply

What to know: 

The elasticity of supply refers to the amount supply changes with price. We know that an increase in price will cause an increase in supply, but how much will supply increase? If the supply for the product changes a lot when price changes, then the supply is said to be elastic. Products with elastic supply are typically products that producers can quickly stop making or quickly increase production of. Elastic supply can be defined as products for which supply changes greatly with a change in price. If the supply for the product does not change much with price, then the supply is said to be inelastic. Products with inelastic supply are products where producers can NOT quickly change the amount supplied. Inelastic supply can be defined as products for which supply changes very little with a change in price.

Practice Questions:

(1) The supply of oil can be considered inelastic. Which of the following best describes why this is true?

A   it takes a lot of time and money to increase the supply of oil

B   more oil can easily be produced if price goes up

C   the supply of oil will only change if the price goes up

D   the supply of oil can never change

(2) Because it would take a great deal of time for a farmer to increase the production of wheat, the supply of wheat is probably

A   elastic.

B   inelastic.

C   in demand.

D   over produced.

(3) What types of products would have elastic supply? _________________________________

_____________________________________________________________________________

_____________________________________________________________________________

(4) What types of products have inelastic supply? _____________________________________

_____________________________________________________________________________

_____________________________________________________________________________

Supply and Demand Practice

Product: T-shirts
Price

Demand (D1)

Supply (S1)

Demand (D2)

Supply (S2)
$20.00

100


600


300


700

$15.00

300


400


500


600

$10.00

500


200


700


400

$5.00

700


50


1,000


200

(1) Use the information above to create a graph in the box below:
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(2) What is the original equilibrium price for T-shirts (D1/S1)? _________________________

(3) What is the new equilibrium price for T-shirts (D2/S2)? ____________________________

(4) What could account for the change in demand (D1 – D2)? __________________________

____________________________________________________________________________

(5) What could account for the change in supply (S1 – S2)? ____________________________

____________________________________________________________________________ 

(6) What will happen to the demand curve for cereal if the price of milk goes up? 

______________________________________________________________________________

(7) What will happen to the supply curve for trampolines if business taxes increase?

______________________________________________________________________________

(8) Many people like to eat peanut butter and jelly sandwiches. What will happen to the demand curve for jelly if the price of peanut butter increases?

______________________________________________________________________________

(9) Most people feel like they must have product Y. When the price of product Y increases, the demand for it hardly changes. Does product Y have elastic or inelastic demand? Defend your answer.

______________________________________________________________________________

______________________________________________________________________________

(10) The producers of product Y slowdown production when the price for product Y drops. When the price for product Y increases, the supply of product Y changes a great amount. Does product Y have elastic or inelastic supply? Defend your answer.

______________________________________________________________________________

______________________________________________________________________________

















































