Unit 2  – Microeconomics 
Objectives (what you should be able to do after studying this chapter):

· What forces lead to changes in demand?

· How does demand elasticity affect producer decisions about price?

· What forces lead to changes in supply?

· How are prices established in a perfectly competitive market?

· How do price floors and ceilings alter price and quantity?

· What factors affect the level of competition in various U.S. industries?

Key Terms:  Write and define

1. Quantity Demanded
11. Determinants of Demand  21. Regulation            31. Oligopoly 
2. Demand

12. Determinants of Supply    22. Substitution effect  32 . Copyright 
3. Income Effect 
13. Elasticity of Demand 
    23. Price Floor             33. Patent 
4. Normal Good 
14. Revenue 


   24. Surplus        
        34.Market Structures
5. Inferior Good 

15. Supply 


   25. Shortage                 35. Monopoly 
6. Complements 
16. Product Market  
   26. Price Ceiling     
7. Substitutes  

17. Subsidy 


   27. Equilibrium      
8. Collusion 

18. Elasticity of Supply         28. Natural Monopoly 

9. Perfect-competition  19. Factor Market                 29. Government Monopoly 

10. Cartel                        20. Economies of Scale       30. Monopolistic competition 

Questions:  Answer the following in complete sentences.

1. Draw and label a circular flow diagram. 
2. What are the laws of supply and demand ?
3. How do buyers and sellers determine market pricing ?
4. What are the determinants  of supply?
5. What are the determinants of demand? 
6. How do price floors create surpluses and how to price ceilings create shortages?
7. How are sole proprietorship, partnership and corporation similar and different?
8. What are the basic characteristics of monopoly, oligopoly, monopolistic competition, and pure competition?
9. What is the difference between supply and quantity supplied?
10. What is the difference between demand and quantity demanded?. 
Write Your Questions Here:

