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Rules of the Game: How Government Policies Shape Supply and
Demand
Open-Ended Response Answer Key

1. Onerecent government policy that significantly impacted an industry is the
implementation of stricter emissions regulations for power plants. These
regulations aim to reduce greenhouse gas emissions and combat climate
change. In the energy industry, power plants had to invest in cleaner
technologies or reduce emissions, which increased their production costs.
As a result, the supply of electricity from conventional power plants
decreased. Simultaneously, there was an increased demand for cleaner
energy sources like solar and wind power, leading to a shift in demand.
Businesses had to adapt to these changes by investing in renewable energy
sources and technologies. Consumers also saw changes in their electricity
sources and prices, impacting their choices and costs.

2. As a business owner in an industry heavily regulated by the government, |
would adapt my strategy by prioritizing compliance with regulations while
finding ways to maintain or increase supply and demand. For instance, if |
ran a restaurant subject to health and safety regulations, | would ensure
strict adherence to hygiene standards to maintain consumer trust and
demand. To increase supply, | might invest in kitchen equipment that
enhances efficiency and reduces wait times. Additionally, | would explore
marketing strategies to attract customers, such as offering special
promotions to maintain or increase demand.

3. It is essential for governments to strike a balance between regulating
industries and allowing market forces to operate freely because both
extremes can have adverse effects. Excessive regulation can stifle
innovation and economic growth, leading to inefficiencies and reduced
consumer choices. On the other hand, a complete lack of regulation can
result in unethical practices, environmental harm, and market monopolies
that harm consumers. Striking a balance ensures that industries operate
fairly, consumers are protected, and markets remain competitive, fostering
a healthy and dynamic economy.
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