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Chapter 4 Reading Guide
Pp 83-112
Directions: Type your responses in the space provided. Use full sentences, but be concise. Remember to save throughout so you don’t lose any of your work. Save the file as lastname.firstname.chp3.RG. When you have finished, upload this document to your Google Drive and share it with me at wchs.ap.economics@gmail.com. 

Competitive Markets (p84)

1. What is a market, and what are its two sides?

2. Identify the primary characteristic of a competitive market.
Section 4.1: Demand (pp 85-90)
3. Define the term “quantity demanded.” How is quantity demanded measured?
4. State the Law of Demand.
5. Why does the quantity demanded increase if the price falls, all other things remaining the same?
6. Define the term “demand.”
7. Define the term “demand schedule.”
8. Define the term “demand curve.”
9. What does the downward slope of the demand curve illustrate? How so?
10. Define the term “market demand.” Explain how it is calculated.
11. Define the term “change in demand.”
12. When demand decreases, in which direction does the demand curve shift? What about when demand increases?
13. Identify the main influences on buying plans that can change demand.

14. Define the term “substitute.”

15. Define the term “complement.”

16. Identify what happens to the demand curve when the following occurs:

a) The price of a substitute increases.

b) The price of a complement increases.

c) Expected future prices increase.

d) Your income increases.

e) Your expected future income increases.
f) The number of buyers in the market increases.

17. Define the term “normal good.”
18. Define the term “inferior good.”

19. Explain the difference between a change in demand and a change in the quantity demanded.

Section 4.2: Supply (pp 92-97)
20. Define the term “quantity supplied.” How is it measured?
21. State the Law of Supply.
22. Why, other things remaining the same, does the quantity supplied increase if the price rises and decrease if the price falls?
23. Define the term “supply.”
24. Define the term “supply schedule.”
25. Define the term “supply curve.”

26. What does the upward slope of the supply curve illustrate? How so?

27. Define the term “market supply.” Explain how it is calculated.

28. Define the term “change in supply.”

29. When supply decreases, in which direction does the supply curve shift? What about when supply increases?

30. Identify the main influences on selling plans that change supply.

31. Define the term “substitute in production.”

32. Define the term “complement in production.”

33. Identify what happens to the supply curve when the following occurs:

a) The price of a substitute in production increases.

b) The price of a complement in production increases.

c) The price of a resource increases.
d) Expected future prices increase.
e) The number of sellers increases.
f) Productivity increases.
34. Define the term “change in the quantity supplied.”
35. Explain the difference between a change in supply and a change in the quantity supplied.

Section 4.3: Market Equilibrium (pp 99-107)
36. Define the terms “market equilibrium,” “equilibrium price,” and “equilibrium quantity.”
37. Identify the location on a demand and supply graph at which market equilibrium occurs.
38. State the Law of Market Forces.
39. Define the term “surplus.”
40. Define the term “shortage.”
41. Identify what eliminates shortages and surpluses.

42. What three questions must you ask yourself if you want to work out the effects of an event on a market?

43. Identify the net effect on price and quantity when:

a) Both demand and supply increase.
b) Both demand and supply decrease.

c) Demand increases and supply decreases.

d) Demand decreases and supply increases.
