














20 Scenarios 
Supply and Deml!nd 

1. Ketchup 

2. REM albums 

3. Cars 

4. Bus tickets to 
L.A. 

5. Bus tickets to 
·L.A. 

· 6. Disneyland 
tickets 

7. Fresh bread 

8. Milk 

9. Personal 
co~puters 

10. Gasoline 

lL'Strawberries 

12:TV sets· . . 
_13~ Type-writers 

14. Newsp'apers 

15. Golden State 
Warriors 
tickets 

16. Haiiiburgei'S' 

17. Dell 
. Computer 

Co. stock 

· Hot dog sales are up 

REM goes on tour 

Steel becomes more 
expensive · 

Train tickets to·LA. get 
much cheaper · . 

Drivers' union wins higher 
wages 

The economy is booming 

.More bakeries are opening 

Many cows die in an 
tmusually cold win~ 

The intemet becomes 
popular 

Cars become more fuel 
efficient 

Flow of Mexican 
. immigrants drastically 
reduced 

The economy is falling fast 
. 

Personal con~.p~ters 
becc.imes popular 

Processed wood pulp 
becomes mo~ eXf>ensive 

Kobe Bryant ;IDd.Allan 
Iverson sign cont;ra.C:t;s with 
the team 

The minimum wage is 
raised to $9 

Dell announces it will merge 
with Intel Co. (a maker of 
computer chips) 

18. Plastic wrap The population increases 

19. Cuban cigars The embargo on Cuba is 
lifted 

20. Teachers Requirements to get a · 
· .. - -. - · --- _.. ... - · : -- · -teaelring creden:lial·becmne--- --

much-more stringent 

' .·: 
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Handout 8-4 . 
TEST ON MARKET ALLOCATION OF RESOURCES 
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Name--------------------------------------------------------- Class-----------

INSTRUCTIONS: The following questions refer to a 
group of related markets in the U.S. during a long period 
of time. Assume that the markets are perfectly com
petitive and that the supply and demand model is com
pletely applicable. The diagrams show the supply and 
demand in each market before the assumed change 

' occurs. Trace through the effects of the assumed 
change, other things constant. Work your way from left 
to right. Shift only one curve In each market. 

For each market, draw whatever new supply or 
demand curves are needed, labeling each new curve 
S, or D,. Then circle the correct symbol under each 
diagram ( j for increase, - for unchanged, and ~ for 

p 

0 

POTATOES BREAD 
Demand: i ~ i 
Supply: i ~ i 
Equilibrium price: i J i 
Equilibrium quantity: i ~ i 

p s p 

0 

~ 
~ 
~ 
t 

decrease). Remember to shift only one curve in each 
market. 
1 Assume that a new fertilizer dramatically in
creases the number of potatoes that can be harvested 
with no additional labor or machinery. Also assume that 
this fertilizer does not affect wheat farming and that 
people are satisfied to eat either potatoes or bread 
made from wheat flour. 
2 Assume people's tastes change and there is an 
increase in the demand for briefcases and luggage 
made out of leather. How would this affect the leather 
market and related markets? Draw the new curves and 
circle the appropriate symbols in all four markets. 

p p 

0 0 

WHEAT 
HARVESTJNG 

WHEAT MACHINERY 

i ~ i ~ 
i ~ i J 
i ~ i t 
i ~ i t 

s p s p s 

0 0 

SHOELACE 
SHOELACES FOR PACKAGING 

LEATHER LEATHER SHOES LEATHER SHOES MACHINERY 

Demand: i ~ .. t ~ t ~ t ~ 
Supply: t ~ t ~ t ~ t ~ 
Equilibrium price: t ~ t ~ t t t t 
Equilibrium quantity: i ~ t t t t t ~ 

SOURCE: Adapted from Phillip Saunders, Introduction to Microeconomics, Student Workbook (Bloomington, Ind.: Metropolitan Printing, 1984). 
©1984 Phillip Saunders. All rights reserved. 
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Handout 9-1 

PRICE FlOORS AND CEiliNGS 

Name--------------------------------------------------------- Class-----------

What is the market price? 1 

2 What quantity is demanded and what quantity is supplied at the market 
price? 
Quantity demanded __ _ 
Quantity supplied __ _ 

3 What quantity is demanded and what quantity is supplied if the government 
passes a law requiring the price to be $30? 

Quantity demanded __ _ 
Quantity supplied __ _ 

4 What quantity would be demanded and what quantity would be supplied if 
the government passes a law requiring the price to be $80? 

Quantity demanded __ _ 
Quantity supplied __ _ 

Dollar 
Price 

100 

90 
s 

Price floor t 
80 

70 

60 

50 

40 Price 
ceiling t 

30 

20 

10 D 

0 

20 60 100 140 180 220 
Quantity (units of any good or service) 

From Master Curriculum Guide in Economics: Teaching Strategies for High School Economics Courses. 1985. Joint Council on Economic Education, 
2 Park Avenue, New York, NY 10016. 
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Handout 9-2 

BIG FOOTBALL UNIVERSITY 

Name--------------------------------------------------------- Class----------

Dollar 
Price 

180 

150 

120 

90 

60 

30 

0 

i University's 
price 

s 

25 50 90 • 125 
Quantity: season tickets 

(6 games) per year 
(in 1 ,OOOs of tickets) 

D 

Instructions: For these questions, assume the university has set the price of a season ticket at $90. It will take action 
against people who it discovers reselling tickets at a higher price, that is, it will try to prevent "black market" or "scalper" 
sales (sales above $90). 

1 

2 

3 

Answer these questions on the basis of the information in the graph: 

a Why is the supply cuive a vertical line? 

b How many tickets are available at the university's price? 

c How many tickets do football fans wish to buy at the university's price? 

d What is the problem with respect to supply and demand? 

e Does the graph illustrate a price floor or a price ceiling? 

What are some means of eliminating the shortage of tickets in order to prevent "black marketing" or "scalping"? 

For each solution you put forward, answer the following questions: 

a ·Will the solution eliminate the shortage? 

b Is the solution fair? 

c Who benefits from the solution? Who loses? 

d What is the best solution? 

From Master Curriculum Guide in Economics: Teaching Strategies tor High School Economics Courses. 1985. Joint Council on Economic•Education, 
2 Park Avenue, New York, NY 10016. · 
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Handout 9-3 

THE MINIMUM WAGE AND UNEMPLOYMENT 

Name------------------------------------------------------------ Class-----------

Imagine that you are a member of the U.S. House of Representatives. You must decide whether to vote yes or 
no on a bill that would raise the minimum wage. In committee hearings on the bill, you heard testimony from people 
who favor the increase and from people who are against it. For example, you heard one spokeswoman say: 

"We're experiencing high inflation. The minimum wage must be raised accordingly. Otherwise, the working poor 
will receive wages that are miserably below what is needed to provide food, housing, and other necessities. Every 
worker has a right to earn a decent, living wage. The present minimum is too low and is therefore unjust and unfair." 

You heard an opponent of the minimum wage state: 

"The minimum wage should be allowed to expire. It creates unemployment, especially among disadvantaged 
minorities and teenagers. It creates incentives for businesses to substitute machines for people. People without jobs 
are worse off than people with low-paying jobs. This is particularly true for teenagers. Teenage unemployment is 
much higher than adult unemployment. One of the reasons is that the minimum wage reduces the number of jobs 
for teenagers with few skills, for at the mini~m wage business would rather hire older people who are more skilled 
or who have more work experience. Such tlir'ing decisions tend to discriminate against young blacks who, on the 
average, have less education and fewer skills than their white counterparts. Don't raise the minimum wage; eliminate 
it." 

Questions: 

1 What is the issue? 

2 Draw a supply and demand graph that illustrates the issue. Does the issue involve a price floor, a price ceiling, 
or neither? 

3 What broad social goals should you consider as you decide how to vote on this issue? 

4 What are some alternative means of achieving these goals? . 

5 What are some advantages and disadvantages of each alternative? Be sure to consider who gains and who 
loses by each alternative. 

6 Would you vote to raise the minimum wage? Why or why not? 

From Master Curriculum Guide in Economics: Teaching Strategies tor High School Economics Courses. 1985. Joint Council on Economic Education. 
2 Park Avenue, New York, NY 10016. 
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Handout 9-4 

RENT CONTROLS AND AFFORDABLE HOUSING 

Name ______________________________________________________ _ 
Class-------

Imagine that the voters in your city are going to vote on a law that would roll back all rents on houses and 
apartments to the levels of two years ago and would freeze rents at those levels. At the many towns meetings held 
on this proposal, citizens have argued· furiously. Among the comments you heard were: 

"Rents are too high for people on fixed incomes like my husband and me. With prices going up and up, our 
pension and social security checks just aren't enough. Everyone should have the right to decent housing. We have 
worked all our lives. Now all we ask is that rents be kept at an affordable level. That's the fair thing to do." 

You also heard from the opposite side: 

"Rent controls cause housing shortages. This lets rental property owners discriminate against any group they 
think is undesirable-families with children or pets, minorities, senior citizens. And the rent the owners get over a 
period of years won't be enough to properly maintain many older apartments. This will lead to blighted neighborhoods. 
If access to housing is the problem, raising the incomes of poor people is the answer, not rent 90ntrols." 

Questions: 

1 What is the issue? 

2 Draw a supply and demand graph that illustrates the issue. Does the issue involve a price floor, a price ceiling, 
or neither? 

3 What broad social goals should you consider as you decide how to vote on this issue? 

4 What are some alternative means of achieving these goals? 

5 What are some advantages and disadvantages of each alternative? Be sure to consider who gains and who 
loses by each alternative. 

6 How would you vote on the issue? Why? 

From Master Curriculum Guide in Economics: Teaching Strategies tor High School Economics Courses. 1985. Joint Council on Economic Education, 
2 Park Avenue, New York, NY 10016. 
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Handout 1 0-1 

WHAT IS PRICE ELASTICITY OF DEMAND1 

Name------------------------------------------------------------ Class-------

You have learned that when price changes, the 
quantity demanded changes. An increase in price 
causes a decrease in the quantity demanded. A de
crease in price causes an increase in the quantityde
manded. 

However, it's not enough to know that the quantity 
demanded rises or falls in response to price changes. 
It is also important to know by how much the quantity 
demanded changes. A business may decide not to in
crease the price of a product if people will buy much 
less of it at the higher price. Or, a business may decide 
to increase the price of a product if people will buy only 
a little less of it at the higher price. 

How much the quantity demanded changes in re
sponse to price changes is called the price elasticity 
of demand. If the quantity demanded changes con
sider~bly, the good or service has an elastic demand. 
Elasti.c demand means the quantity demanded is very 
responsive to changes in price. If the quantity de
manded changes little, the good or service has an in
elastic demand. Inelastic demand means the quantity 

demanded responds relatively little to changes in price. 

Several factors can determine if a product has an 
elastic or an inelastic demand schedule. 

Necessities tend to have an inelastic demand. Peo
ple find it hard to give up a necessity because they 
cannot readily buy less of it when its price rises. Lux
uries tend to have an elastic demand. People can get 
along without them if the price becomes too high. 

Products that have many substitutes tend to have 
an elastic demand because it is easy to buy a substitute 
if the price of one product in the group of substitutes 
rises too much. A product that has few substitutes tends 
to have an inelastic demand. Buyers don't have much 
choice if there are few substitutes, so they think twice 
before giving up such a product when its price rises. 

Goods and services that take a large portion of a 
. purchaser's budget tend to have an elastic demand 
: schedule. Those that consume a small portion of a 

purchaser's budget tend to have an inelastic demand 
schedule. 

INSTRUCTIONS: Determine whether the demand for the following items is price elastic or inelastic. Write your answer 
on the line after the item. Then write the reasons for your answer. 

1 Salt---------- Why?------------------------

2 New cars--------- Why?-----------------------

3 Pork chops--------- Why?-----------------------

4 European vacation trip ------ Why?------------------------

5 Insulin------------------ Why?-----------------------

6 Insulin at one of four drug stores in Why? --------------------------------------
a shopping mall--------

From Master Curriculum Guide in Economics: Teaching Strategies for High School Economics Courses. 1985. Joint Council on Economic Education. 
2 Park Avenue, New York, NY' 10016. 
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Handout 1 0-2 

ElASTICITY OF DEMAND AND CHANGES IN TOTAl REVENUE 

Name----------------------------~----------------------------- Class -------

What exactly do we mean by "a considerable 
change" and "a little change" in the quantity demanded? 
One way to define elasticity of demand more precisely 
Js to examine what happens to total revenue when a 
price changes. Total revenue is price times quantity 
demanded. 

Price x quantity demanded = total revenue 
$10 x 150 items $1,500 

What happens to total revenue depends· on the 
relative size of the changes in -price and the quantity 
demanded. If the percentage change in the quantity 
demanded is greater than the percentage change in 
price, total revenue and the price change will move in 
opposite dfrections. This situation indicates that the de
mand schedule that lies between the two prices is elas
tic. If the percentage change in quantity demanded is 
less than the percentage change in price, total revenue 
and the price change will move in the same direction. 
This situation indicates that the demand schedule that 
lies between these two prices is inelastic. Let's sum
marize these points: 

Price j Total revenue ~ -} 
Elastic demand 

Price ~ Total revenue j = 

Price j Total revenue j =} 
Inelastic demand 

Price ~ Total revenue ~ = 

Instructions: Now let's do some problems to drive 
home the point. For each problem, complete the 
math and circle the correct answer. Then write 
whether the product has an elastic or inelastic de
mand schedule between these two prices. The first 
problem is completed for you. 

1 Price rises from $5 to $6. Quantity demanded 
decreases from 15 to 10. 

a Old price x quantity demanded = old total revenue 

5 15 75 

b New price x quantity demanded = new total revenue 

6 10 60 

c P ~ CD TR(D j =ela=s=tic=------

2 Price falls from $10 to $9. Quantity demanded 
increases from 100 to 110. 

a Old price x quantity demanded = old total revenue 

b New price x quantity demanded = new total revenue 

c P~ j TR~ j 

3 Price rises from $6 to $9. Quantity demanded 
decreases from 60 to 50. 

a Old price x quantity demanded = old total revenue 

b New price x quantity demanded = new total revenue 

c Pi j TR! j 

4 Price falls from $6.50 to $6.00. Quantity de-
manded increases from 100 to 200. 

a Old price x quantity demanded = old total revenue 

b New price x quantity demanded = new total revenue 

c P~ j TR~ j 

5 Price falls from $4.00 to $3. 75. Quantity de-
manded increases from 300 to 340. 

a Old price x quantity demanded = old total revenue 

b New price x quantity demanded = new total revenue 

c P~ j TAl j 

6 Why do price and total revenue go in opposite 
directions when the demand for the good is elastic? 

7 Why do price and total revenue go in the same 
direction when the demand for the product is inelastic? 

) 

From Master Curriculum Guide in Economics: Teaching Strategies for High School Economics Courses. 1985. Joint Council on Economic Education, 
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Handout 10-3 

APPLYING ELASTICITY TO THE REAL WORLD 

Name------------------------------------------------------------ Class------

INSTRUCTIONS: Each of the following stories contains an assumption about 
elasticity of demand. For each story: 

a State whether the assumption made about the elasticity of demand is 
correct or is wrong. 

b Justify your answer. 

1 I. M. Politico, a candidate for the state legislature, is proposing a large 
increase in the tax on cigarettes and liquor. He says, "I'm not proposing these 
taxes to raise revenue but to discourage reckless drinking and the filthy smoking 
habit. If the prices of cigarettes and booze go up, most people will quite using 
them. After all, no one needs to drink or smoke." 

2 U. R. Kool, a candidate for Congress, proposes freezing the price of gasoline. 
"There is no substitute for gasoline," he says. "People have to get from one place 
to another. Economists who say higher prices will discourage people from buying 
as much gas as before don't live in the real world." 

3 Councilman Vic Acqua opposed a price increase for water during a recent 
drought. He claimed that there is no substitute for water, and that therefore the 
demand for water is inelastic. He believes an increase in the price of water {water 
taxes) will result in the same quantity of water used as before the price went up. 

4 Sky King, world traveler, says if the airlines want to attract more passengers, 
they should lower fares for business travelers as well as for vacationers. Both 
groups should respond equally to a price decrease. 

From Master Curriculum Guide in Economics: Teaching Strategies for High School Economics Courses. 1985. Joint Council on Economic Education. 
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