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Unit 2:  Microeconomics 
Lesson 2.1:  Demand  
-  Demand: Economics book pages 44 to 53 
Definition                                                        Notes (notebooks) 
Law of demand 
Determinants of demand 
Illustration 
Movement of a demand curve 
Shift of a demand curve 
 
Lesson 2.2:  Supply 
-  Supply:                                                        Economics book pages 80 to 91 
Definition                                                        Notes (notebooks) 
Law of Supply 
Determinants of supply 
Illustration 
Movement of a supply curve 
Shift of a supply curve 
 
Lesson 2.3:  Market Equilibirum, the price mechanism and market efficiency 
-  Equilibrium point:  definition, illustration              Economics book page 35 and 45 
 
-  Reasons why a demand and a                            Economics book pages 97 to 107 
supply change                                                     Notes (notebooks) 
movements or shifts 
 
Lesson 2.5:  Elasticities of Demand 
-  Elasticity of demand:  definition                           Economics book page 67 to 74 
 
-  Price elasticity of demand:                                    
definition                                                               
 
-  Types of PED:                                                      
Elastic                                                                   
Inelastic 
Unit Elastic 
Perfectly elastic  
Perfectly Inelastic 
Definitions, calculations, formulas, 
Characteristics 
Illustration 
Determinants of PED 
 
 
 



 

Paper 1.- 
An extended response paper (25 points) 
Part a: (10 points) 
Assessment Objectives: 
AO1:  Knowledge and understanding (define, describe, list, outline, state) 
AO2:  Application and analysis (analyze, apply, comment, distinguish, explain, 
suggest) 
AO4:  Use and application of appropriate skills. (calculate, construct, derive, 
determine, draw, identify, label, measure) 
 
Introduction: 
-  This section will (copy the question exactly) 
-  Define the economic theory to be used 
-  Definitions of economic terms to be used.  Back definitions with examples 
when possible. 
 
1st body paragraph: 
-  Complete and accurate labelled diagram  
 
2nd body paragraph: 
-  Explanation of the situation with the help of the diagram.  Explain the theory 
behind the event.  Use a real-world example or a hypothetical one to explain 
the situation. 
 
Conclusion: 
-  Write a concluding sentence where you repeat the topic sentence or write a 
transition sentence to part b. 
Make sure that the diagram or diagrams used are big enough, include labels, 
units, titles, equilibrium points, arrows to show effects.  Use a ruler. 
Do not place the diagrams at the end of this first part. 
Don’t spend too long on this question.  Remember part b. 
 
 
Part b: (15 points) 
Assessment Objectives: 
AO1:  Knowledge and understanding (define, describe, list, outline, state) 
AO2:  Application and analysis (analyze, apply, comment, distinguish, explain, 
suggest) 
AO3:  Synthesis and evaluation (compare, compare and contrast, contrast, 
discuss, evaluate, examine, justify, recommend, to what extent) 
AO4:  Use and application of appropriate skills. (calculate, construct, derive, 
determine, draw, identify, label, measure) 
 
Introduction: 
- This section will (copy the question exactly) 
-  Introduce the real-world example that you are going to use 
-  Define the economic theory you will use to answer the question 
-  Define the economic terms that you will use to answer the question 
-  Define the key economic concept to be used 
 
1st body paragraph: 
- Complete an accurate labelled diagram that shows the situation 
- Explain the diagram with the help of a real-world situation and economic 
theory. 



 
2nd body paragraph: 
- Built an argument for and an argument against with the help of the real-world 
example and economic theory. 
 
3th body paragraph: 
- Build another argument for another argument against with the help of the 
real-world example and economic theory. 
 
4th body paragraph:  
- Application and analysis of one key concept in relation to the situation. 
Remember that the key concepts are:  scarcity, choice, efficiency, equity, 
economic well-being, sustainability, change, interdependence, intervention. 
 
Conclusion: 
Make a judgment with the evidence presented. 
For evaluating or discussing think about the impact (positive and negative) on 
different stakeholders involved, and also implications in the short and in the 
long run. 
 
 
 
 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



Suggested Activities for review: 

Smoke Shifters: 

On January 10, 2005 Italy enacted a law that banned smoking in public places like 
offices, restaurants, cafes and bars.   

Smokers declared-basta!-they would never comply.  Restaurant owners were certain 
business would suffer.  And politicians worried that an essential pleasure of Italy 
would be lost. 

Nearly two years later, the result is that people in Italy smoke a lot less and are 
exposed to far less secondhand smoke.  In fact, the law has become very popular, with 
support for smoking bans increasing yearly among nonsmokers and smokers alike. 

Business in bars is up.  A study in Turin found that the number of people brought to 
hospital emergency rooms after suffering heart attacks decreased after the ban 
(secondhand smoke could be a trigger), a finding that echoes studies in the United 
States. 

In the three months after the ban, demand for cigarettes dropped 8 per cent, Italian 
tobacco sales data indicate. 

Among young people ages 15 to 24 the drop was most pronounced:  23%.  In 2004, 
more than 26% of the Italian population smoked.  That dropped to 24.3% in 2006, 
although it is not clear how much of the drop can be attributed to the ban, since the 
numbers had been decreasing slightly anyway. 

Violations are enforced with fines of more than $250.  The Italian law gives 
restaurants and bars the option of creating sealed and independently ventilated 
smoking rooms, but only a tiny number of them have taken that expensive step.  
Smoking is still permitted in outdoor seating areas. 

Ireland, New Zealand, Norway, Scotland and Uruguay have enacted total bans, as 
have Australia and Canada and many jurisdictions of the United States. 

Questions: 

a)  With the help of a diagram, explain what has happened to the demand for 
cigarettes.  (4 points) 

b)  Which groups of stakeholders have been affected by the government policy and 
how have they been affected?  (4 points) 

c). Explain two other policies that the government might use to reduce the demand for 
cigarettes.  (4 points) 

 

 
Exercises: 

1.  Explain and illustrate on well labeled diagrams how the market supply curve for 
cod could be influenced by: 

a)  an indirect tax on cod imposed by the government. (4 points) 

b)  improve fishing technology adopted by the fishing fleet. (4 points) 



c)  the imposition of severe fishing quotas imposed by the government   (4 points) 

2.  Explain and illustrate on well labeled diagrams how the market demand curve for 
coffee could be influenced by: 

a)  medical reports stating that moderate coffee drinking may have certain health 
benefits. (4 points) 

b)  sharp increase in the price of sugar. (4 points) 

c)  a fall in the price of tea. (4 points) 

3.  Assume a competitive market where demand is given by Qd= 980 – 90 p while 
supply is given by Qs = 200 + 40 p.  
a)   Calculate the price of equilibrium.  (1 point) 
 
b)  Calculate the quantity of equilibrium.  (1 point) 
 
4.  Assume a competitive market where demand is given by Qd = 10 – 2p while 
supply is given by Qs = 2p. 
a)  Calculate the price of equilibrium.  (1 point) 
 
b)  Calculate the quantity of equilibrium.  (1 point) 
 
c)  Calculate Qd and Qs at a price of 1, and determine in each case whether there is a 
surplus or a shortage and of how much.  (2 points) 
 
d)  Calculate Qd and Qs at a price of 3, and determine in each case whether there is a 
surplus or a shortage and of how much.  (2 points) 
 
5.  Assume a competitive market where demand is given by Qd = 440 – 10p while 
supply is given by Qs = 100 + 7p.   
a)  Calculate the price of equilibrium.  (1 point) 
 
b)  Calculate the quantity of equilibrium.  (1 point) 
 
c)  Calculate Qd and Qs at a price of 18, and determine in each case whether there is a 
surplus or a shortage and of how much.  (2 points) 
 
d)  Calculate Qd and Qs at a price of 22, and determine in each case whether there is a 
surplus or a shortage and of how much.  (2 points) 
 
 
 
Article:  Copper breaks through $8,000 per ton barrier but hot metal prices may 
soon cool.- 
 
The price of copper passed $8,000 a ton for the first time in 20 months yesterday, but 
hopes that it was proof of a sustained global recovery promptly suffered a setback 
when copper traders said that it may be about to fall steeply again. 
Copper prices on the London Metal Exchange hit $8,009.75 a ton in early trading 
yesterday, the highest level since August 2008, before slipping back to $7,970 a ton at 
the end of the day.  The price rise was driven in part by renewed confidence in the 
American economy after strong employment data published recently. 
But it is demand from China that has been the main driving force behind the recovery 
in copper prices from last year’s low prices of under $3,000 a ton.  Traders in South-



East Asia said yesterday that even if the Chinese economy continued to storm ahead 
at its present pace, copper demand was likely to fall because so many big construction 
projects, which use large amounts of copper wiring were now finished. 
Moreover, preparations for the Shanghai Expo have been keeping copper prices up 
since last summer.  When the pavilions open their doors in three weeks’ time, 
building will have stopped and with it the significant demand for copper will also fall.  
Indeed, after the expo closes at the end of October, the market could be swamped with 
recycled metal. 
A fall in demand is also expected from Chinese utility companies, which are 
responsible for more than half the country’s copper needs.  Huge quantities of 
electricity cable were laid as the government made orders for massive investments in 
infrastructure.  many of those projects were brought forward as part of last year’s 
$586 billion stimulus program, but this is government spending that is already 
beginning to be reduced.  Overall investment in the Chines power grid is expected to 
fall by a quarter this year and cable producers are already talking about buying 10% 
less copper.   
However, those who argue that copper prices will not fall dramatically observe that 
high rates of economic growth mean that Chinese consumer spending is the strongest 
in the world.  Property prices continue to rise and new buildings require miles of 
copper wiring.  And, at the end of every new power socket is a demand for new 
washing machines, fridges and other products that need copper which should help to 
keep the price up. 
Questions: 
a)  Using a demand and supply diagram, explain one possible reason for the increase 
in copper prices.  (Be sure to use the information from the text).  (4 points) 
 
b)  Using a demand and supply diagram, explain why the price of consumer goods 
such as new washing machines might be expected to rise.  (4 points) 
 
c). Using evidence from the text and your knowledge of economics, evaluate what is 
likely to happen in the copper market in the coming months.  (8 points) 
 
 
PRICE ELASTICITY OF DEMAND  
Choose the best answer for each question. (2 points each) 
1.  A good which has elastic demand has an elasticity value of 
 A. Less than 1   
 B. Equal to 1   
 C. greater than 1   
 D. infinity   
 
2.  A firm can increase its total revenue by decreasing the price of its product. The 
price elasticity of demand for the product might be 
 A. 0 
 B. 0.5   
 C. 1.0   
 D. 2.5   
 

3.  A good which experiences a less than proportionate increase in demand in 
response to a small price change has 
 A. elastic demand   
 B. unit elastic demand   
 C. inelastic demand   
 D. perfectly elastic demand   



  
4.  A firm increases the price of their gas ovens by 6% and, as a result, their sales fall 
by 12%. What is the value of the price elasticity of demand? 
 A. +2   
 B. +0.5   
 C. -0.5   
 D. -2   
 
5.  What factors might  cause a fall in the value of the price elasticity of demand from 
1.0 to 0.8? 
 A. A tax is levied on manufacturers of the product   
 B. Costs of production rise   
 C. Less substitutes become available   
 D. Living standards fall   
 
6.  Price elasticity of demand is calculated from the formula 
 A. % change in quantity demanded divided by % change in quantity supplied 
  
 B. % change in quantity demanded divided by % change in price   
 C. % change in quantity supplied divided by % change in quantity demanded 
  
 D. % change in price divided by % change in quantity demanded   
 
 
 


