Economics

Chapter 4 – Demand
Objectives

Section 1 – What is Demand?
1. Explain how the common view of demand is different from the economist’s view of demand.
2. What does a demand schedule show? What does a demand curve show?

3. State the Law of Demand. Why do we call it a “law”?
4. Explain the difference between an individual demand curve and a market demand curve.
5. What is the economic definition of diminishing marginal utility? Define it in your own words using a real-world example.
Section 2 – Factors Affecting Demand
6. What is the relationship between price and the quantity demanded?
7. Draw a graph which shows (1) an increase and (2) a decrease in the quantity demanded.
8. When the price of CD’s goes up from $15.00 to $22.00, what happens to the quantity demanded?  Include both the income effect and the substitution effect in your explanation.
9. Define a change in demand.
10. List the six factors that may cause a change in demand.  

11. Draw a graph showing (1) an increase in demand and (2) a decrease in demand.
12. Pick one of the factors from #10 and explain how it might cause an increase in demand for a product.  Pick a different factor from #10 and explain how it might cause a decrease in demand.
Section 3 – Elasticity of Demand
13. Compare and contrast elastic demand and inelastic demand.  Give an example of a product that has elastic demand and one that has inelastic demand.  Explain why for each.
14. How does an economist perform a total expenditures test? What are the three possible outcomes of a total expenditures test? What do the three results mean?
15. What are the three determinants of demand elasticity? Give an example of a “yes” and a “no” for each of the three determinants.
