Unit 2 Notes: Microeconomics

Supply and Demand and Market Structures

Day 11

1- Desire- is simply a want for something, but demand is the willingness and ability to buy something. It does influence the demand curve.

2- Demand- refers to consumers

· Law of Demand- states that consumers want to buy at low prices.

· Demand can be seen by a curve than angles downward. It does this based on elasticity.

3- Price Effect on Demand- how the price affect the consumers decision.

· This does not force the curve to move. The point on the curve will move along the line

· Increase in quantity-decrease in price

· Decrease in quantity-increase in price

· This is an inverse relationship!

4- Change in Demand/ Determinants

1. F-Fads

2. U-Utility

3. S-Substitute Goods 

4. E- Expectations

5. D- Diminishing Marginal Utility

6. W- Weather

7. I- Income

8. C- Complementary Goods

9. #- # of Buyers

· A change in demand will result in the curve moving

· If the change increases demand it is a rise and moves to the right

· If it is a decrease in demand it is less and moves to the left

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - 

Day 12

5- Elastic vs. Inelastic

1. Elastic goods- goods are elastic when the price changes the demand

2. Inelastic goods- goods are inelastic when a moderate change in price does not change the demand

· This is because the good is usually a necessity or an urgent need

· Ex. milk, salt, gas, and medicine

6- Test for Elasticity

· P x Q= R (Price x Quantity= Revenue)

 - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - 

Day 16

1- Supply- is all about the producer. 

· Law of supply- states that producers want to sell at high prices

· Supply can be seen on a graph by looking at the curve that runs in an upward angle

2- Change in Supply/ Determinants

1. T- Technology

2. E-Expectations

3. C-Cost of Ingredients

4. #-# of Sellers

5. P-Productivity

6. G-Government Regulation

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - 

Day 17

1- Law of Demand and Supply Clash!

· Where do consumers and producers agree the?

· On the equilibrium where market price and quantity can be found.

· This is related to the invisible hand (Adam Smith)

2- Surplus and Shortage

· Surplus can be found above the equilibrium

· Shortage can be found below the equilibrium

3- Price Floor and Price Ceiling

· Price floor is the lowest amount one is able to give, charge, or ask for. 

· Ex. Minimum wage

· Price ceiling is the most amount one can ask for or charge,

· Ex. Rent control or salary cap

