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The following supply and demand exercises are intended to help you understand how prices are 

determined in markets.  In each case there is a specified market that is assumed to be in equilibrium.  
An event occurs that will probably have some effect on this market either by affecting the supply or 
the demand for this product, or perhaps both. 

 
You are to first determine if the given event(s) affect the supply (S) or the demand (D) for this 

product and whether the event will produce an increase (–>) or decrease (<–) in supply or demand.  
Always analyze only the immediate, short term effects of the event.  You must then determine what 
effects the event has produced on equilibrium price and equilibrium quantity in this market.  Increases 
or decreases in equilibrium price or quantity should be indicated by arrows up or down.  If there is no 
change, the symbol to show this is (Ø), and if the outcome is indeterminate, the symbol is (?). 

If a change in supply or demand (a shift) has occurred, you must explain the reason for this shift.  
The basis of the explanation should be one of the non-price determinants of supply or demand.  These 
are: 

 Demand Supply 
 1. Income 1. Resource Prices 
 2. Tastes and Preferences 2. Technology 
 3. Related Goods 3. ? 
 4. The Number of Buyers 4. The Number of Sellers 
 5. Consumer Expectations 5. Producer Expectations 
   6. Per Unit Taxes and Subsidies 

For example, a change in demand might be caused by a change in consumer incomes or a change in 
the price of a related good - complement. 
 

Finally, please be careful to distinguish between a change in demand or supply (a shift caused by 
one of the non-price determinants of demand or supply) and a change in quantity demanded (a 
movement along an existing curve) which is caused by a change in the price of the good itself. 

 
 

1. The Market: Running Shoes 
 The Event:   A new machine is developed that will help people exercise while sleeping. 

QuantityØ

S1

D1

P1

The change in supply (if any) is caused by:

The change in demand (if any) is caused by:
Show any changes on the diagram.

Eq. P Eq. QSupply Demand
Show what happens to the supply curve,
the demand curve, equilibrium price, and
equilibrium quantity. The symbols: shift 
right —>, shift left <— , increase ,
decrease , no change - Ø, indeterminant - ? 

Q1  
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2. The Market: Cell Phone Service 
 The Event:   Cell phone use is found to cause dementia in laboratory rats.  New cell phone 

service providers enter the market.  

QuantityØ

S1

D1

P1

The change in supply (if any) is caused by:

The change in demand (if any) is caused by:
Show any changes on the diagram.

Eq. P Eq. QSupply Demand
Show what happens to the supply curve,
the demand curve, equilibrium price, and
equilibrium quantity. The symbols: shift 
right —>, shift left <— , increase ,
decrease , no change - Ø, indeterminant - ? 

Q1  
 
3. The Market: Foreign Language Teachers 
 The Event:   New programs and apps like Rosetta Stone and Duolingo are developed that teach 

foreign languages faster, easer, and better than the standard foreign language classes in schools. 

QuantityØ

S1

D1

P1

The change in supply (if any) is caused by:

The change in demand (if any) is caused by:
Show any changes on the diagram.

Eq. P Eq. QSupply Demand
Show what happens to the supply curve,
the demand curve, equilibrium price, and
equilibrium quantity. The symbols: shift 
right —>, shift left <— , increase ,
decrease , no change - Ø, indeterminant - ? 

Q1  
 
4. The Market: Beer in California 
 The Event:   Pot is now legal in California!  It is becoming widely used as the recreational 

substance instead of alcohol.  Taxes on beer rise. 

QuantityØ

S1

D1

P1

The change in supply (if any) is caused by:

The change in demand (if any) is caused by:
Show any changes on the diagram.

Eq. P Eq. QSupply Demand
Show what happens to the supply curve,
the demand curve, equilibrium price, and
equilibrium quantity. The symbols: shift 
right —>, shift left <— , increase ,
decrease , no change - Ø, indeterminant - ? 

Q1  
 
5. The Market: Silk Clothes 
 The Event:   A new silk spinning machine is developed in China that makes the job of 

producing silk fabric faster and easier.  Because of oil price increases, the price of all synthetic cloth 
(polyester, rayon, nylon, etc.) rises. 

QuantityØ

S1

D1

P1

The change in supply (if any) is caused by:

The change in demand (if any) is caused by:
Show any changes on the diagram.

Eq. P Eq. QSupply Demand
Show what happens to the supply curve,
the demand curve, equilibrium price, and
equilibrium quantity. The symbols: shift 
right —>, shift left <— , increase ,
decrease , no change - Ø, indeterminant - ? 

Q1  
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6. The Market: Houses at Leisure World (otherwise known as seizure world) 
 The Event:   Well, it is finally happening, the baby boomers are finally reaching retirement age 

and they are moving out of the yuppie homes and into “retirement communities” like Leisure World.  
President Jimmy Buffet establishes s subsidy of $10,000 per house to help boomers buy these houses.  

QuantityØ

S1

D1

P1

The change in supply (if any) is caused by:

The change in demand (if any) is caused by:
Show any changes on the diagram.

Eq. P Eq. QSupply Demand
Show what happens to the supply curve,
the demand curve, equilibrium price, and
equilibrium quantity. The symbols: shift 
right —>, shift left <— , increase ,
decrease , no change - Ø, indeterminant - ? 

Q1  
 
7. The Market: Batteries 
 The Event:   The young generation is not materialistic!  Children stop buying toys!  They read 

books and play cards instead.  Duracell is forced out of the business. 

QuantityØ

S1

D1

P1

The change in supply (if any) is caused by:

The change in demand (if any) is caused by:
Show any changes on the diagram.

Eq. P Eq. QSupply Demand
Show what happens to the supply curve,
the demand curve, equilibrium price, and
equilibrium quantity. The symbols: shift 
right —>, shift left <— , increase ,
decrease , no change - Ø, indeterminant - ? 

Q1  
8. The Market: Baby Formula 
 The Event:   To make sure that the babies of America are healthy, the Congress passes a law 

requiring that baby formula be sold at half its current price of P1. 

QuantityØ

S1

D1

P1

The change in supply (if any) is caused by:

The change in demand (if any) is caused by:
Show any changes on the diagram.

Eq. P Eq. QSupply Demand
Show what happens to the supply curve,
the demand curve, equilibrium price, and
equilibrium quantity. The symbols: shift 
right —>, shift left <— , increase ,
decrease , no change - Ø, indeterminant - ? 

Q1  
 
9. The Market: Eggs 
 The Event:   Genetic engineering produces the new "super chicken" that grows faster, eats less, 

and lays 4 or 5 eggs a day (compared to the normal 1 or 2).  The government announces that the 
cholesterol in eggs is not harmful to the circulatory system. 

QuantityØ

S1

D1

P1

The change in supply (if any) is caused by:

The change in demand (if any) is caused by:
Show any changes on the diagram.

Eq. P Eq. QSupply Demand
Show what happens to the supply curve,
the demand curve, equilibrium price, and
equilibrium quantity. The symbols: shift 
right —>, shift left <— , increase ,
decrease , no change - Ø, indeterminant - ? 

Q1  
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10. The Market: Economists’ Services 
 The Event:   A new law is passed that requires approval by a certified economist (somewhat like 

a doctor’s prescription for medication) for all investments greater than $10,000.  The test for 
certification (administered by McNeil & Co.) is very difficult and few are able to pass (sort of like the 
medical exam).  Those that pass are required to do a year of slave labor before being certified (sort of 
like medical doctors). 

QuantityØ

S1

D1

P1

The change in supply (if any) is caused by:

The change in demand (if any) is caused by:
Show any changes on the diagram.

Eq. P Eq. QSupply Demand
Show what happens to the supply curve,
the demand curve, equilibrium price, and
equilibrium quantity. The symbols: shift 
right —>, shift left <— , increase ,
decrease , no change - Ø, indeterminant - ? 

Q1  
 
11. I think it is complete nonsense that people should have to pay large amounts of money for water.  

What is more basic than water?  So, I propose that the maximum that any water company can charge 
for water is $10 per month.  The current water bill for most people is considerably higher than that. 

 Do you think my idea is a great idea!?  Don’t you think that the consequence of my plan is to make 
water affordable for almost everyone?   

 Explain the predictable consequences of this plan.  Be sure to use the diagram to assist in your 
explanation.  (P1 is the current price of the typical monthly water bill.) 
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11. Prepare a question with your own market and event, and answer the question. (Two points, to 

be awarded at the sole discretion of the grader.) 
 The Market:  
 The Event: 

QuantityØ

S1

D1

P1

The change in supply (if any) is caused by:

The change in demand (if any) is caused by:
Show any changes on the diagram.

Eq. P Eq. QSupply Demand
Show what happens to the supply curve,
the demand curve, equilibrium price, and
equilibrium quantity. The symbols: shift 
right —>, shift left <— , increase ,
decrease , no change - Ø, indeterminant - ? 

Q1  
 
Please tell me if I can use this question to torture other students.  If I can, please circle the “yes” and initial 
it.  Thanks. 


