NOTES:  Law of Demand
Directions for Learning:  The Powerpoint found on my website and here: http://www.slideshare.net/north819/supply-and-demand-47246302 will help you to fill this out.  
· Supply and demand together set ___________________________ for goods and services.
· Demand - ____________________________________________________________ on the part of people to buy certain quantities of a good or service.  

· ____________________________________________ is how many goods a single person is willing to buy at any price.  __________________ demand is how many goods or services the entire market is willing to buy.
· A demand schedule is a __________________ that shows quantity demanded at a range of possible prices.

Draw the example Demand Schedule here:

· A demand graph shows the quantity demanded for any given price in a graph format.
1. ________________________ are always on the vertical axis and _____________________ is always on the horizontal axis.

2. A ____________________________________ is the line that connects these points.

Draw the sample Demand Graph here:

[image: image1.wmf] A demand curve always slopes “___________”.
· The Law of Demand: 
· Utility:  _____________________________________________________ we get from using a product.

· Principle of Diminishing Marginal Utility states that:   ________________________________________ ____________________________________________________________________________________

Changes in Demand 
· 6 things can cause demand to change:  (think B.I.T.E.R.)
          1. Change in ____________________________________________

          2. Change in ____________________________________________

          3. Change in ____________________________________________

          4. Change in ____________________________________________

          5. Change in __________________________________________________________ substitute goods.

              - Substitute Good: A good that can be used ______________________________________________.

          6. Change in _______________________________________________________complementary items.

              - Complimentary Good: ______________________________________________________________
· A change in any factor other than ___________ causes a shift in the curve:
· A decrease in demand shifts the demand curve to the ________.  DRAW THIS:
· An increase in demand shifts the demand curve to the _________.  DRAW THIS:
· Elasticity of demand: A measure of the __________________________________________________ ______________________________________. 

· If a change in the price of an item has a very big effect on the quantity demanded, we say the demand is  __________________.     People will buy a lot of candy if it is 10 cents per candy bar, but they will buy almost no candy if it is $2 per bar.  

· If a change in the price of an item has little effect on the quantity demanded, we say the demand is _____________________________________.     Examples: salt, gas, turkey in late November or Frasier Firs in late December 

NOTES:  Law of Supply

Directions for Learning:  The Powerpoint found on my website and here: http://www.slideshare.net/north819/supply-and-demand-47246302 will help you to fill this out.  Begin at slide #18  
Supply:  Ability and willingness of ____________________ to make available at a given price
· Law of Supply – 
· To understand this concept, think about your labor.    How many hours in a day would you want to work if you are being paid $3 per hour?  ______ What if you were being paid $30 per hour?  ________  As prices goes up, the production you will supply also goes up.
· Businesses provide goods and services hoping to make a _________________, or the money a business has left over after it covers its ____________ of production.
· Businesses try to sell at prices high enough to cover their costs with some profit left over. 

· The more you pay a producer, the better he can cover his costs, meaning he will supply more of his product on the market.   Hence, as price goes up, quantity supplied goes _________.
· Supply Schedule - chart showing ________________________________________________________ at various possible prices.
· Draw the example Supply Schedule for Cell Phone Service below:

· Supply Curve - Graphical representation of a supply schedule. This shows that at higher prices, producers are willing to supply _______________ of their product.

· Plot the example Supply Graph here: (A supply curve always slopes “___________”.)
[image: image2.wmf]
Changes in Supply 
· HUGE CONCEPT TO UNDERSTAND!!  Changes in supply are based on costs for the producer. If they can reduce costs, they can supply ____________ on the market.     Stay with this concept, it’s trickier than changes in demand.
1. Changes in ________________________ of  __________________________.


2. Changes in _____________________________________
3.  New _________________________.
4. Change in _____________________________________:  More govt. regulation (minimum wage, safety/environmental standards) ____________________________________________.  Less regulation does the opposite.  Subsidy: payment to an individual or business for a specific action (ex: corn farming or railroads)
5. Changes in ______________________________ and _____________________________
6. Changes in _____________________________.
· A decrease in supply shifts the supply curve to the ________.  DRAW THIS:

· An increase in supply shifts the supply curve to the _________.  DRAW THIS:
FINALLY!: Supply and Demand at Work

           1. Markets bring _____________ and ______________ together.  Supply and demand work together to establish ________________________.  Prices form our ________________________________________.

The point where supply and demand meet is the best price to set a good or service.  

This is known as the market __________________________________.  “X marks the spot!” of the equilibrium __________________.  

[image: image3.png]Price per Widget

36

35

Y

s

i1

30

Supply and Demand for Widgets

“

4 6 s 10 12
Quantity of Widgets

=== Demand Curve

—m—Supply Curve





· Anything in the space above the X is a surplus.   A surplus is:  
A surplus signals that prices are ______________________ and demand is ____________________.
           2. Sellers will need to ____________________ their price to sell their goods.

· Anything in the space below the X is a shortage.  A shortage is: 
           1. A shortage signals that prices are ______________________ and demand is ____________________.
           2. In a competitive market, a shortage will not last. Sellers will ___________________ their price.
· When operating without restriction, our market economy _____________________________________. 

           1. Over time supply and demand are balanced.
           2.__________________________________:  At this price, neither a surplus nor a shortage exists.

· Once the market price reaches equilibrium, ________________________________________________ ____________________________________________________________________________. 

This process is what economist, _______________________ called, the “Invisible Hand” controlling the market.
Price Controls 

· __________________________________________ if they think the market will result in unfair prices.

          - Price Ceiling: __________________________________________________  Ex: rent controls
          - Price Floor: ___________________________________________________   Ex: minimum wage

Essential Concept: After watching the John Stossel video from my website link, think of 2 advantages and disadvantages for government intervention in the free market.
Advantages: 






Disadvantages:
