Demand and Supply Questions

1. Managers of a rock band (Sara Bareilles – that’s what the kids like these days) give a concert in an auditorium that seats 800 people.  They believe they can sell 600 tickets at $20 each or 800 tickets at $15 each.  Determine the total receipts or revenue to determine the elasticity.  Why would the manager charge $15?

2. If a product is elastic and the price of the product goes down.  What happens to the change in total receipts?  Why?

3. Why is understanding elasticity important for business?

4. Name three elastic products and three non- elastic products NOT used in the book.

5. Why is the demand curve downward sloping?

6. Sara has recently received a raise at work.  So after payday, she went to the mall as usual.  There she saw the latest pair logoless jeans.  Everyone had a pair except Sara, so she, of course, bought a pair.  Is this an example of change in quantity demanded or a change in demand?  Why?

7. What is the Law of supply?

8. What affects change in quantity supplied?

9.  What affects change in supply?

10. Why are people willing to pay more for a movie when it first comes out, and why are movie theaters willing to lower the prices after the movie has been out for a while?  Analyze the three determinants of demand elasticity for new movies, as well as movies that have been out for several moths to see if theaters are maximizing their revenues in each case.

11.  What is the production function?  What is happening in the 3 stages of production?

