Supply and Demand Revision

Q.1 What are the laws of supply and demand?

Q.2 Distinguish between an expansion of demand and an increase in demand. 

Draw diagrams that illustrate this difference.

Q.3 Distinguish between a contraction of supply and a decrease in supply. 

Draw diagrams that illustrate this difference.

Q.4 What are the major factors that effect demand?

Q.5 What are the major factors that effect supply?

Q.6 Good A is a close substitute for Good B. Draw a diagram that shows the impact of a fall in the price of Good A on the demand for Good B.

Q.7 Good A is a complement for Good B. Draw a diagram that shows the impact of a fall in the price of Good A on the demand for Good B. 

Q.8 Draw a diagram that illustrates the impact of a subsidy.

Q.9 Draw a diagram that shows the impact of a decrease in an existing tariff.

Q.10 Draw a diagram for an elastic good, and outline the impact on the market for this good if there is a fall in the price of its substitute.

Q.11 Draw a diagram for an inelastic good like cigarettes, and outline the impact on the market for this good of an increase in the excise tax on cigarettes.

Q.12 What is meant by the term price elasticity of demand? Define the equation used to calculate price elasticity.

Q.13 What is meant by cross elasticity of demand? If the price of strawberries increases by 5%, and the demand for cream decreases by 2.5%, what is the cross elasticity of demand for cream with respect to the price of strawberries?

Q.14 If the demand for the use of the M5 motorway in Sydney is price elastic, what will be the impact of a fall in the toll charge? 

Q.15 Outline using a diagram the impact of a floor price for wool that is above the equilibrium price. 

Q.16 Outline the impact of a price ceiling on mortgage interest rates that is below the equilibrium interest rate. 

Q.17 Outline the characteristics of a perfectly competitive market, and draw a diagram illustrating such a market.

Q.18 Outline the characteristics of an oligopolistic market, and draw a diagram illustrating such a market.

Q.19 Outline the characteristics of a monopoly market, and draw a diagram illustrating such a market.
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