Economics Learning Activity

Summative Assessment- Quiz Grade
Law of Supply and Demand

Elasticity and Inelasticity
Reference Page 92 in Textbook

Follow the steps below:

1. You are a store owner who is going to be selling a new item next week. You would like to determine how much your customers are willing to buy and at what price. Determine what your new item will be and prospective prices for those items. You will need to survey class members to see how much of a product they would be willing to purchase at the different price levels. For example, I might be willing to buy 10 candy bars for $0.50 but only 5 for $1.00. Survey at least 8 class members to come up with the market demand for your product.  
What product will you be selling? Describe it here. ________________________________________________________________________________________________________________________________________________

	Prospective Prices Per Item

Lowest to Highest Price
	How many would you be willing to purchase at these prices? Ask each student how many/much of your product they would be willing to buy at each price level. Place tally marks or write the number for each student at each price level. Ex. Ask each student what they would buy at each price level.


	Total your tally marks or numbers here. 
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2. Now create a demand schedule that illustrates how much of your product is demanded in the market (your peers) at different prices. 

Market Demand Schedule (Use survey above to complete schedule)
	Price Per Item


	Quantity Demanded for your Product at Different Prices (use survey above)

	
	

	
	

	
	

	
	

	
	

	
	

	
	


3. Demand Curve:  Now graph your information in a demand schedule on your graph paper. (graph 1)
4. Market Supply Schedule:  You will now need to create a market supply schedule that will illustrate how much of a product you are willing to sell at different prices. Remember the law of supply states that as prices increase so does supply. You will want to be reasonable by staying in tune with your market. If only 20 items all together of your product are being demanded in one day then you will not supply any more than this a day or you would be losing money. 

Market Supply Schedule

	Price Per Item


	Quantity Supplied Per Day at Each Price

(should go up with price and should be reflective of the range of items demanded by your market)

	
	

	
	

	
	

	
	

	
	

	
	

	
	


5. Next, using your graph paper, create a supply curve using your supply schedule. (2nd graph)
6. Next, combine your demand and supply schedules to determine the market equilibrium price for your product. Illustrate this on your graph paper. (3rd graph). Be sure to label your graphs. Refer to page 126 in your book for help. 
Elasticity of Demand

7. Now you want to determine whether or not demand for your product is considered elastic or inelastic. Refer to page 92 for a detailed description of this topic. Use your original demand schedule to make your calculations. Use the following formulas to determine how much change in price affects demand for your product and whether or not it is considered to be elastic or inelastic. Remember to ignore negative signs!
Elasticity = Percentage change in quantity demanded

                                   Percentage change in price
Percentage Change = Original number – New Number   x  100

                                             Original Number        
Show work here:

8. Is Demand for your product considered Elastic or Inelastic? 

9. If Demand for your product is Inelastic, what does this say for you as far as increasing prices? 

