Economics Study Guide Chapter 4

Identifications
Microeconomics

Incentives

Inputs
Benefit
Equilibrium price

Elastic demand
Utility
Inelastic demand

demand schedule
demand curve

Market demand curve
marginal utility
1.  Why is demand more than the desire to have or own a certain product?

2.  Explain the law of demand.
3.  How does demand affect the availability of goods or services?

4.  How does demand affect the price of goods or services?

5.  Explain the law of diminishing returns.

6.  How do economists use graphs to calculate demand, supply, price, utility, 

     and happiness?

7. Why is price an obstacle?

8.  How does utility affect demand?
Section 2.


Income effect

substitution effect


9.  How does income affect demand?

10. How does price affect demand?

11.  How does consumer taste affect demand?

12. How does the availability of substitutes affect demand?
13. What are complements? How do they influence demand?

14. What are incentives and how do they affect demand?
15. How do consumer expectations affect demand?

16. How does the number of potential consumers affect demand?

Section 3.

Demand elasticity
17.  What happens to demand when the price is elastic?

18.  What happens to demand when the price in inelastic

19.  How do economists use the total expenditures test? What information 

      does it reveal?

20. How does elasticity affect expenditures?

21. How does elasticity affect profits?

22. What factors determine demand elasticity? (There are three key 

       questions).
23. Sample question: in what sense is demand for gasoline both elastic and 

      inelastic?
