
Microeconomics Review & Study Guide 
 
1. What is the exchange that takes place in the Factor (resource) Market?  
2. What is the exchange that takes place in the Product Market?  
3. Draw and label a circular flow graph.  
4. How are households and businesses interdependent?  
5. Explain how the flow of money and the flow of goods and services among businesses and households 
occur.   
6. How is money a medium of exchange?   
7. What are some of the functions of money?  
8. What is Supply?  
9. What is the difference between Supply and Quantity Supplied?  
10. Define the Law of Supply. 
11. What is Demand? 
12. What is the difference between Demand and Quantity Demanded? 
13. Define the Law of Demand. 
14. What is the market clearing price? (aka the equilibrium price) 
15. How do buyers and sellers determine the equilibrium price?    
16. Illustrate on a graph how supply and demand determine equilibrium price and quantity.  
17. How do prices serve as incentives in a market economy? 
18.  What do the determinants of demand do?  
19. List the determinants of demand.  
20. Show on a graph the effects of the determinants of demand. – give at least one positive and one 
negative scenario.  
21. What do the determinants of supply do?  
22. List the determinants of supply.  
23. Show on a graph the effects of the determinants of supply. – give at least one positive and one 
negative scenario. 
24. What are government price controls?  
25. How do prices floors create surpluses? 
26. What is an example of a real life price floor? 
27. How do price ceilings create shortages? 
28. What is an example of a real life price ceiling?  
29. List the forms of business organizations. 
30. What is liability? 
31. Describe which business organization has limited liability and which ones have unlimited liability.   
32. What is a sole proprietorship?  
33. What are the advantages and disadvantages of a sole proprietorship?   
34. What is a partnership? 
35. What are the advantages and disadvantages of a partnership?  
36. What is a corporation?  
37. What are the advantages of a corporation?   
38. Who are stockholders and what is a stock? 
39. How is profit an incentive for entrepreneurs?  
40. What is a monopoly?  
41. What is an oligopoly? 
42. What is monopolistic competition? 
43. What is pure (perfect) competition? 
44. In which market structure do firms have the most control over price? 



45. What is collusion? 
46. In which market structure are businesses most likely to collude? Why? 
47. What are barriers to entry in a market?  Which has a higher barrier to entry, oligopoly or monopolistic 
competition?  Why?  
48.  In which market structure are firms more interdependent, monopolistic competition or oligopoly?  
Explain your answer. 
Terms to know:  
• Interdependence  
• Collusion  
• Cartel 
• Determinants of Demand  
• Determinants of Supply 
• Stock 
• Shareholder 
• Expenditures 
• Rent, wage, interest, profit 


