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Assignments

Supply and Demand and Consumer and Producer Surplus 
Unit 3 introduces you to some of the underlying concepts of economics. You will be introduced to the supply and demand model to understand how competitive markets work. The topics that you learn in Unit 3 include supply curves, demand curves, movements along a curve, how a curve shifts, equilibrium price, equilibrium quantity, shortages, and surpluses. Furthermore, you will learn about consumer surplus, producer surplus, and total surplus and how these interact and achieve efficiency, at least most of the time!

Outcomes
After completing this unit, you should be able to:
	Interpret demand curves and supply curves 

Explain how shifts in the demand and supply curves affect the equilibrium price of a market 
Course outcomes practiced in this unit: 
BU224-2: Describe the concept of maximization of utility in relation to consumer and household choices. 
BU224-5: Summarize government policy in correcting distortions to the private market outcomes. 


What do you have to do in this unit?
Complete the unit Reading. 
Participate in Discussion Board. 
Complete the unit Assignment. 
Participate in Seminar or complete alternative assignment. 
	Review the Learning Activities.


Unit 3 Reading
Textbook Reading:
Krugman, P. & Wells, R. (2012). Microeconomics. New York, NY: Worth Publishers.
	Chapter 3: “Supply and Demand” 

Chapter 4: “Consumer and Producer Surplus”
Reading Summary
Chapter 3 begins our investigation into how competitive markets operate. Using the example of blue jeans it defines the elements of a competitive market, introduces the basic concepts of supply and demand, and explains how demand and supply interact to determine the equilibrium price and equilibrium output of a good. (Krugman and Wells, 2012, p. 65).
Chapter 4 looks at how consumers and producers benefit from transactions. Consumers are often willing to pay more than the market price for a good, and the difference between what they are willing to pay and what they actually pay is consumer surplus. Producers often receive a market price above their costs, and the difference between these two is producer surplus. We say that markets are efficient because they maximize the combined consumer and producer surplus. Additionally, Chapter 4 provides the definition and explains the significance of total surplus and how it may be utilized both to measure the gains from trade and to evaluate the efficiency of a market.
Key Concepts
Supply and Demand ideas: 
	What can cause each of these two curves to shift? 

Reasons for the downward sloping demand curve and the upward sloping supply curve. 
How the interaction of the two curves in a competitive market to sets the equilibrium price and quantity. 
You will then see how the market adjusts to changes in demand and supply conditions resulting changes in equilibrium price and quantity.
Consumers and Producers benefit from transactions: 
	Consumer surplus concept 

Meaning of producer surplus 
Gains from trade using consumer and producer surplus 
Demonstrate how markets result in an efficient outcome 
	Investigate market failure to properly allocate resources and measuring deadweight loss. 


Download your Assignment instructions and grading rubric from Doc Sharing:
	BU224_Unit3_Assignment.docx

Before you submit your Assignment, you should save your work on your computer in a location and with a name that you will remember. Make sure your Assignment is in the appropriate format (Word®, Excel®, PowerPoint®, or other), then, when you are ready, you may submit on the Dropbox page.
Dropbox Directions:
Go to the Dropbox to submit the saved file.
	Click the "Dropbox" tab. 

Click "Submit an Assignment". 
Using the drop-down box, choose the Assignment. Make sure you have used the correct format (.doc). 
	Click "Add Attachments". 
	Click "Browse..." 

Go to the folder on your computer that contains your projects. Click on the correct document. The filename should now appear. 
Click "Attach file". Wait for the file to upload. 
Click "Ok".
Your project has now been submitted.

Unit 3 Alternative Assignment 
It is strongly suggested that you attend the graded Seminar at the regularly scheduled time. To obtain full credit, students should post frequently, be actively engaged in the Seminar, provide comments that improve the Seminar quality and advance the discussion by raising new issues and/or ideas. 
If you are unable to attend the Seminar, you must complete the following assignment to obtain points for this part of the class. Write a 2–3 page paper, double spaced that addresses the following:
	Thoroughly discuss the difference between “movement along the curve” and “shifting of the curve.” Be sure to include in your analysis:

	Factors that cause movement along the supply and demand curves 

Factors that cause shifting of the supply and demand curves.
	Explain market equilibrium. What happens when disequilibrium exists? How does the market come back to an equilibrium state? 

Discuss government price ceilings and floors. Thoroughly explain their impact on the market.
Once completed submit your paper to the drop box for this unit.
Seminars are recorded and will be made available for everyone to review at a later time should you desire. These archived Seminars will remain available for the entire term.




