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Demand, Supply and Market Equilibrium
1. Explain the difference between a change in quantity demanded and a change in demand. What variable(s) must change for there to be a change in quantity demanded?  What variables(s) must change for there to be a change in demand?
Change in quantity demanded results from a change in its own price. When prices increase, quantity demanded usually increases while a decrease in price results in an increase in quantity demanded (Sexton, 2015). Change in demand, on the other hand, is a result of a change in other factors other than its own price. Change in the price of goods is the only variable that must change so that there is a change in quantity demanded. There are several variables that musty change so that there is a change in demand, including change in consumer income, change in future expectation of price change, change in prices of complements and supplements, and change in consumer taste and preferences. An increase in consumer income results in to increase in demand and vice versa. Increases in the price of substituted good results in an increase in demand for the goods in question and a decrease in demand for the substitute good. An increase in prices of compliments goods results in to decrease in demand for the good in question (Sexton, 2015). Change against the test and preference of a good by the consumer results in a decrease in demand of the god in question.  
Graphically, change in demand depicts a shift of the whole demand curve either inwards or outwards. The change in demand causes a new equilibrium point if supply is constant. The new market equilibrium point indicates the new equilibrium price and quantities. The equilibrium price and quantity can either increase or decrease depending on the direction of shift in the demand curve (Litkowski, 2014). If the demand curve shifts to the right, this depicts that the demand has increased hence increasing both the equilibrium price and quantity. On the other hand, when the demand curve shifts to the left, it indicates a reduction in demand hence decreasing both the equilibrium price and quantity. Change in quantity demanded, on the other hand, depicts that the number of units of a good that a consumer is willing to buy has changed. Generally, change in quantity demand depicts movement along the demand curve. In this case, the demand curve cannot move, but we move along the existing demand curve. Movement upwards along the demand curve indicates that the consumer is willing to buy fewer goods at the new price levels. Movement downwards indicates that the consumer is willing to buy more units at the new price. 
Questions 2-5 give scenarios that will shift demand in the market for cable television in a particular city.  Briefly answer the following questions for each scenario.
(a) Which of the demand shifter variables (PYNTE) is affected?
(b)  Will demand increase or decrease as a result of the change?
(c)  Which way does the demand curve shift (right or left)? (d)  Assuming supply remains the same, what happens to the equilibrium price and quantity after the shift?  Will they increase or decrease?
2. A booming economy increases the income of consumers.
The income of the consumer is the demand shifter variable that is affected. An increase in the income of the consumer will result from increases in demand and services by the consumer; hence there will be an increase in demand for cable television. The demand curve, as a result, will shift to the right, indicating an increase in demand. With the supply remaining constant, the equilibrium price will go up, and the equilibrium quantity will also increase (Cohen, Diether & Malloy, 2007). 
3. The cable company becomes known for poor customer service.
When the cable company becomes known for poor customer service, the consumers are likely to change their preferences to the company; hence the change in taste and preference is the demand shifter variable that is affected. Poor customer service will result in to decrease in demand for cable television from the company hence making the demand curve shift to the left (Cohen, Diether & Malloy, 2007). As a result, both the equilibrium price and the equilibrium quantity will decrease while the supply remains the same. 
4. The price of satellite television services decreases.
Satellite television is a substitute to cable television; hence the price of substitute demand shifter variable will be affected. The decrease in the price of satellite television as a substitute good would result in to decrease in demand for cable television hence causing the demand curve to shift to the left (Cohen, Diether & Malloy, 2007). This will cause a decrease in both equilibrium quantity and price while the supply remains the same. 
5. A large number of people move into the city.
The movement of a large number of people to the city implies that the number of cable television consumers will increase. As a result, an increase in the number of consumers increases the demand for cable television, shifting the demand curve to the right (Cohen, Diether & Malloy, 2007). Both the equilibrium price and the equilibrium quantity will increase as supply remains the same. 
Questions 6-9 give scenarios that will shift supply in the market for gas-powered automobiles.  Briefly answer the following questions for each scenario.
(a) Which of the supply shifter variables (SPENT) is affected?
(b)  Will supply increase or decrease as a result of the change?
(c)  Which way does the supply curve shift (right or left)?(d)  Assuming demand remains the same, what happens to the equilibrium price and quantity after the shift?  Will they increase or decrease?
6. A new machine makes producing cars quicker and easier.
The technology supply shifter variable will be affected. By the utilization of o0f efficient technology, the firm is able to produce more hence increasing the supply of cars. If demand remains constant, the supply curve will shift to the right hence reducing the equilibrium price and increasing the equilibrium quantity of output (Cohen, Diether & Malloy, 2007). 
7. Congress passes a law that requires car manufacturers to reduce emissions during the manufacturing process.
Government policy is the supply shifter variable that is affected in this case. Government law would increase the cost production for each car hence reducing supply. While the demand curve remains constant, the supply curve will shift to the left hence raising the equilibrium price and reducing the equilibrium quantity of output (Cohen, Diether & Malloy, 2007). 
8.  A large firm goes bankrupt and closes.
The number of sellers supply shifter variable would be affected. When the number of supplier in the market reduces, the supply will also reduce. In return, the supply curve will shift to the lefty hence resulting to lower equilibrium quantity output and higher equilibrium prices at the new market equilibrium point. At the same time, demand remains the same (Cohen, Diether & Malloy, 2007). 
9. Car manufacturers expect the price of cars to fall next month.
The future expectation supply shifter variable will be affected. The expectation of future prices to reduce would make the car manufacturers produce more and sell this month, and the prevailing price is hence increasing supply (Cohen, Diether & Malloy, 2007). As a result, the supply curve will shift to the right as the demand remains constant hence increasing the equilibrium quantity of output and reducing equilibrium price. 
10. What is meant by a “binding price floor?”  Give an example and explain how a binding price floor affects the market equilibrium.  
A binding price floor is a price that the government sets on the goods above the equilibrium price (Sexton, 2015). Generally, the binding price floor is greater than the current market price. Since the government requires the price of goods not to drop below this price, the price binds the market for the goods. The binding price floor usually creates disequilibrium in the goods market and result in surplus since some consumers will decline to pay that price. A good example of a binding price floor that is established by the law is the minimum wage. The governments require organizations to pay their workers at or above the designated minimum wage. If an organization fails to maintain the minimum wage, they risk legal suctions by the government through the labor department. There is always an excess supply of workers at this minimum wage-price.
Since the supplier is always aimed at making profits, prices cannot rise above a certain level. Therefore, the consumers remain more exploited though the lower prices. For instance, a firm is always in business, hence requiring the minimum expenditure possible to make a profit. The firm is always willing to compensate the workers using the minimum wage possible. Therefore, if binding price floors are not set, the workers/ consumers may continue to be exploited by the firm. The same case applies to the agricultural sector, where supply is regulated through the setting of binding price floors. The government absorbs the excess supply that is achieved as a result of binding price floors (Hatfield, Plott & Tanaka, 2016). Thus, the government should always be on the front line to maintain binding price floors in different sectors to protect the consumer and the supplier.  
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