ECON 201 Test #2 Fall Semester 08 General Study Guide
(October 9, 2008)- 50 M/C Questions & Problems
1. Read Chapters 4,5,6 of the text carefully
2. Do the practice M/C questions on line 
3. Go over power point lectures for quick review

4. Work and think through the questions and problems
5. After you do the above, focus on the following concepts
· The definition of a market

· Market Demand & Supply and their determinants

· How Equilibrium Price and Quantity changes (causes of shift & movement along Demand & Supply curve)
· The Law of demand and Supply

· The concept of elasticity in general

· Various Elasticities of demand & supply (Price, Income, cross-price,)
· Ranges of elasticity elastic, inelastic, unit elastic and their implications for expenditure and revenue
· Calculate elasticity using midpoint method

· The difference between elasticity and slope

· Perfectly elastic and inelastic curves 

· The effect of price ceiling that is binding or non-binding

· The effect of price floor on a market

· The effect of price control such as rent control on housing market

· The effect of minimum wages on unskilled labor market

· Be able to show how equilibrium price & quantity changes due various shifts in supply & demand

· The concept of tax burden on sellers and buyers
· Be able to use Supply & Demand to analyze to show the effect of tax

· The effect of tax on supply and demand and market quantity

· How the burden of tax depends on elasticity of demand. Show that using supply & demand diagram

· Determinants of elasticity of demand and supply 

