
Supply and Demand Objective Guide 

 

Day 1 

Supply and Demand Section 7.1 (Demand)  

Define: 

Demand 

 

Law of Demand 

 

Supply 

 

Market 

 

Voluntary Exchange 

 

Law of Supply 

 

Supply curve 

 

 

1) Why might suppliers need 

to pay attention to demand 

and ignore the Law of 

Supply? 

 

2) How does Price affect 

someone’s demand for a good 

or service? 

 

3) Why is voluntary exchange 

necessary in a market? 

 

 

Day 2 

 Supply and Demand  

Define: 

Complementary Good 

 

 

1) How could a change in 

population effect demand? 

 

2) How could a change in 

technology impact supply? 

 

 

 

 

Day 3  

 Supply and Demand Elasticity and Utility  

Define:  



Utility 

 

Marginal Utility 

 

Law of diminishing Marginal 

Utility 

 

Elasticity 

 

Price Elasticity of Demand 

 

Elastic Demand 

 

Inelastic Demand 

 

1) What happens to 

someone’s utility as they 

continue to consume a good 

or service? 

 

2) Would a product with a lot 

of substitutes be elastic or 

inelastic? 

 

3) Would demand for one 

particular brand of coffee 

would be elastic or inelastic? 

 

 

Day 5  

Supply and Demand Price Floors and Ceilings 

Define: 

Equilibrium Price 

 

Shortage 

 

Surplus 

 

Price Ceiling 

 

Price Floor 

 

 

1) If the price of a product is 

above its equilibrium price, 

the result is what? 

 

2) A government set Price 

ceiling usually results in this. 

 

 

 

  



Directions:  For each of the following scenarios, please draw what would take place with the Demand or 

Supply Curve 

 

Demand for milk if 1,000 new immigrants move to 

town 

 

Demand for fast food after you find out that you are 

getting a pay cut 

 

Demand for Beanie Babies as they go out of style 

 

Demand for McDonalds if Burger King caused 

sickness 

 
Demand for Hot Dog Buns if Hot Dog Prices go up 

 
 

Demand for CD’s if Music downloads becomes 

more expensive 

 

Changes in Supply 



Supply of cars if steel doubles in price 

 

Supply of pencils if taxes are raised on wood 

 
Supply of hamburgers in Algonquin after opening 

of Sonic 

 

Supply of automobiles after invention of the 

assembly line 

 
Supply of computers if memory chips decrease in 

price 

 

Supply of flights offered after 9/11 

 

  



 

  



 

  



  



 

  



WOULD YOU BUY IT? 

 

Directions:  Please write Yes or No next to each line indicating whether you would 

or would not buy the goods under the following conditions: 

 

 

1) A pack of gum goes from 1.25 to 1.21 
2) A designer purse or backpack goes from 200 to 75 
3) You just turned 16 and your dream car dropped from 20 Grand to 19,5 
4) Your favorite DVD is in stock but went up from 16 to 80 
5) Your mother tells you to buy milk in the store but it went up .50 from 1.50 

to 2.00 
 

  



 

  



 

  



 

  



 

Supply and Demand 

 

Demand – The amount of a good or service that consumers are able 

and willing to buy at various possible prices during a specified time 

period.  

 

Law of Demand – Consumer’s buy more of a good when its prices 

decreases and less when its price increases 

 

As Prices go up …  Quantity Demanded goes down  

 

As Prices go down … Quantity Demanded goes up  

 

Example:  Buying cheap DVD’s… 

 

The Law of Demand is a result of two separate principles: 

1. Substitution Effect:  economic rule stating that if two items satisfy 
the same need and the price of one rises, people will buy more of 
the other.   

 

Example: CD’s and Music Downloads. 



 

2. Real Income Effect: Economic rule stating that individuals 
cannot keep buying the same quantity of a product if its price 
rises while their income stays the same 

 

Example: Movie tickets and your shrinking wallet 

 

Demand Schedule: A table that lists the quantity of a good a person will 

buy at each different price 

 

Demand Curve: A graphic representation of a demand schedule 

 

Example:  New overhead 

 

Supply 

 

Supply – The Amount of a good or service that producers are willing 

and able to sell at various prices during a specified time period. 

 

Law of Supply – Tendency of Suppliers to offer more of a good at a 

higher price 



• This happens because of a profit incentive…people want to make 
as much money as possible.   

 

As Prices go up …  Quantity Supplied goes up  

 

As Prices go down … Quantity Supplied goes down  

 

Supply Schedule: A chart that lists how much of a good a supplier will 

offer at different prices 

 

Supply Curve: A graphic representation of a demand schedule 

 

Example:  See Overhead 
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Supply and Demand 

 

Demand –  

 

Law of Demand –  

 

As Prices go up …  Quantity Demanded goes down  

 

As Prices go down … Quantity Demanded goes up  

 

Example:  Buying cheap DVD’s… 

 

The Law of Demand is a result of two separate principles: 

3. Substitution Effect:   
 

 

Example: CD’s and Music Downloads. 

 

4. Real Income Effect:  
 

 

Example: Movie tickets and your shrinking wallet 

 

Demand Schedule: A table that lists the quantity of a good a person will buy at each different price 

 



Demand Curve: A graphic representation of a demand schedule 

 

Supply 

 

Supply –  

 

 

Law of Supply –  

 

• This happens because of a profit incentive…people want to make as much money as possible.   
 

As Prices go up …  Quantity Supplied goes up  

 

As Prices go down … Quantity Supplied goes down  

 

Supply Schedule: A chart that lists how much of a good a supplier will offer at different prices 

 

Supply Curve: A graphic representation of a demand schedule 

  



Change in Quantity Demanded 

 

Change in Quantity Demanded:  A change in price that causes 
consumers to buy more or less of a good or service. 
 Ex:  Wal-Marts “Mark Downs”  ===> If the price drops, then 
consumers are willing to more of the same good because it is cheaper. 
 

Change in QD 
 
Change in Demand:  When consumers want to buy more or less of a 
good or service at every price.   
 Ex:  Mad Cow Disease causes a change in demand for Beef. 

 



 
Determinants of Demand (Things that create Demand) 

1) More money = More Spending  
- If you have more money in your pocket = you will spend more 

money 
 

2) More Consumers = More Demand 
- I would prefer to set up a new store in a town of 50,000 people as 

opposed to a town of 100 
 

3) One Demand may lead to another 
- X Box 360 > Flat Screen TV > HD Service > Surround Sound 

 
4) Substitute Goods 

a. If McDonalds caused cancer, demand for Burger King would increase 
 

5) Consumer tastes change 
a. Osh Kosh > Kohls > Hollister > Abercrombie > Gap > Men’s 

Wearhouse 
 

6) Expectations about the future 
a. Gas prices might rise next month, buy gas now 

 
Determinants of Supply 

1) Costs of Production:  Costs low = prices low 
a. If it costs me 10% less to buy steel and produce cars, more cars can 

be created for the same original prices 
 

2) Opportunity Cost vs. Present Rewards 
a. Is what I’m selling now as good as the second best option? 

 
3) Increasing Supply through technology 

a. New machine allows me to produce more goods at lower costs 
4) Competition is Good 

a. Microsoft Lowers Prices to be competitive with Apple 
5) Anticipate the Future 



a. American Airlines may want to reduce the amount of flights offered 
directly after 9/11 
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Change in Quantity Demanded 

 
Change in Quantity Demanded:   
 
 
 Ex:  Wal-Marts “Mark Downs”  ===> If the price drops, then consumers are willing to 
more of the same good because it is cheaper. 

 

Change in QD 
 
Change in Demand:   
 
 Ex:  Mad Cow Disease causes a change in demand for Beef. 

 



 
 

Determinants of Demand (Things that create Demand) 
7) More money = More Spending  

- If  
 

8) More Consumers = More Demand 
- I  

 
9) One Demand may lead to another 

- X Box 360  
 

10) Substitute Goods 
a. If 

 
11) Consumer tastes change 

a. Osh Kosh  
 
 

12) Expectations about the future 
a. Gas  

 
 

Determinants of Supply 
6) Costs of Production:  Costs low = prices low 

a. If  
 
 

 
7) Opportunity Cost vs. Present Rewards 

a. Is  
 
 

8) Increasing Supply through technology 
a. New  

 
 

9) Competition is Good 
a. Microsoft  

 
 

10) Anticipate the Future 
a. American 



The Study of Elasticity and Utility 

Elasticity – Economic concept dealing with consumers’ responsiveness to an 

increase or decrease in the price of a product. 

**When dealing with Price elasticity of Demand, goods typically have elastic 

or inelastic demand** 

1) Elastic Demand – Situation in which a given rise or fall in a product’s 

price greatly affects the amount that people are willing to buy. 

Example 1: A House or Car (luxury Items) 

Example 2:  Cell Phone Provider (Many substitutes) 

• Elastic Demand is typical of luxury goods or goods with many 

substitutes 

2) Inelastic Demand – Situation in which a product’s price change has 

little impact on the quantity demanded by consumers 

Example 1: Salt (necessary item, not many substitutes) 

Example 2:  Toothpicks (very cheap item) 

• Inelastic Demand is typical of necessities, cheap items, and items 

with few substitutes 

Utility – The ability of any good or service to satisfy consumer wants 

Marginal Utility – An additional amount of satisfaction   

Law of Diminishing Marginal Utility – Rule stating that the additional 

satisfaction a consumer gets from purchasing one more unit of a product 

will lessen with each additional unit purchased 

Example: The Hamburger! 



The Study of Elasticity and Utility 

Elasticity – Economic concept  

 

**When dealing with Price elasticity of Demand, goods typically have elastic or inelastic 

demand** 

3) Elastic Demand –  

Example 1:  A House or Car (luxury Items) 

Example 2:  Cell Phone Provider (Many substitutes) 

• Elastic  

4) Inelastic Demand –  

 

Example 1: Salt (necessary item, not many substitutes) 

Example 2:  Toothpicks (very cheap item) 

• Inelastic Demand  

 

Utility – The ability of any good or service to satisfy consumer wants 

Marginal Utility –  

Law of Diminishing Marginal Utility – Rule stating that the additional satisfaction a consumer 

gets from purchasing one more unit of a product will lessen with each additional unit purchased 

Example: The Hamburger! 

 

 

 


