	Unit 2: Supply and Demand
	20-30% of AP


	Objectives
	Graphs/Diagrams/Formulas

	Use the income effect and the substitution effect to explain the down-sloping demand curve.

List the determinants of demand and supply curves.

Recognize which factors will cause demand curves or supply curves to shift to shift.          

Distinguish between changes in quantity demanded versus a change in demand.

Given a demand/supply graph, identify/calculate the area of consumer surplus/producer surplus.
	Supply and demand equilibrium model

Consumer and producer surplus



	Distinguish between changes in quantity supplied versus a change in supply.

Determine equilibrium using a demand/supply graph and show the effects on price and quantity when equilibrium changes.
	Shifts of demand and supply curves



	Apply the utility-maximizing rule.
	

	Measure elasticity using percentage changes in quantity caused by price changes.

Use demand/supply graphs to show the effect of differences in elasticity.
	Elasticity of demand 

Price elasticity of demand calculation

	Identify principles used to assess fairness of a tax.

Discuss the costs of taxation on the total surplus and on the economy.

Given a graph, identify the incidence of a tax on buyer and seller and the deadweight loss.

Distinguish between a normal and inferior good.

Distinguish between a substitute and complementary good.
	Elasticity of supply

Cross-price elasticity of demand calculation

Income elasticity of demand calculation

Price elasticity of supply calculation

	Predict the effect of an effective price ceiling or floor in a market.

Given a graph, identify/calculate the area of consumer surplus/producer surplus when government imposes a tariff.
	Price ceilings and price floors

Effect of quotas and tariffs




