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Section 1: Guided Reading and Review

Understanding Demand

A. As You Read

As you read Section 1, for each boxed example, fill 1

space provided.

in the key term the example illustrates in the

instead of pizza when the l pizza when rising prices

pizza, the fewer slices
price of pizza goes up reduce real income

people will buy
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B. Reviewing Key Terms
Complete each sentence by writing the correct term in the blank.
6. A is a table that lists the quantities of a good a person will buy at
each price that may be offered in the market.
7. A s a table that lists the quantities of a good demanded by all con-
sumers at each price that may be offered in the market.

8. A is a graphical representation of a demand schedule
9. The is the change in consumption resulting from a change in real
Income.

says that when a good’s price is lower, consumers will buy

10. The

more of it.
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A. Key Terms

Brieflv define or identify each of the following.

1. law of demand
2. substitution effect
3. income effect

4. marker demand schedule

B. Main ldeas
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Section 1; Quiz

Understanding Demand

Write the letter of the correct answer in the blank provided.

5.

10.

Why does an economist create a market demand curve?

a. to learn what demands the market will make under unusual conditions

b. to have an idea of how a market would change if conditions in an area changed
c. to predict how people will change their buying habits when prices change

d. to show how various conditions can change the demand for a good

. What is the effect of the interaction of buyers and sellers on a market?

a. agreement on the price and the quantity traded

b. association of both supply and demand with income
c. theoretical relationship between price and use

d. desire for goods that cannot actually be afforded

What does it mean when an economist says that a consumer has demand for a good
or service?

a. The consumer is able to afford the good or service, but may be unwilling to buy it.
b. The consumer wants the good or service but may not actually have the money for it.
c. The consumer is able to buy the good or service but not at the price demanded.

d. The consumer is willing and able to buy the good or service at the specified price.

. How do economists measure the consumption of a good?

a. the amount of money spent to buy a good

b. the amount of a good that is bought

c. the amount of a good that is bought for a specific amount of money
d. the amount of good that is actually used rather than bought

. How does the substitution effect work when the price of an item drops?

a. The item becomes less and less popular as its price drops.

b. The substitutes for the item also suffer a drop in prices.

c. Consumers buy the item as a substitute for other things.

d. Consumers buy the item even if they do not particularly want it.

If prices rise and income stays the same, what is the effect on demand?
a. More is bought of some goods and less of others.

b. Fewer goods are bought.

c. More goods are bought.

d. Demand stays the same.
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PLOTTING DEMAND CURVES

Examine the two demand schedules that follow and plot the demand curves. Then answer the questions
that follow.

Demand Schedule for CDs Demand Curve for CDs at Your School
30+
at Your School
Quantity 253
Demanded | Price = G0
(monthly) (dollars) 7
o i = 15 -
300 $5.00 £ i
250 10.00
200 1500 ' 51
150 2000 "
100 - 2500 0 50 100 150 200 250 300
50 30.00 -

Quantity of CDs per month

Demand Schedule for Apples

at Your School Demand Curve for Apples at Your School
$1.00 - :
Quantity ; $ .90
Demanded | (E:ncti) $ .80 |
(weekly) | =.$.70-
— = $ .60
400 10 5§ 50
350 20 8840+
250 ' ) 30 8- $ .30
150 ' 50 32l
100 g 80 : Lf] 1 :
50 1oa 0 50 100 150 200 250 300 350 400 450
Quantity of apples per week
Questions for Understanding

1. a. If the price of CDs is $10, how many will people buy?
b. If the price of CDs is $20, how many will people buy?

2. a. If the quantity of CDs sold is 200, what is the price?
b. If the quantity of CDs sold is 100, what is the price?

b
£

. How many apples will students buy at 30 cents each?
. How many apples will students buy at 80 cents each?

o

4. What effect does the price seem to have on the quantity of CDs and apples sold?

5. Calculate total revenue (price x quantity)
a. if the price of apples is 30 cents.
b. if 100 apples are sold.
c. if the price of CDs is $15.00.

25



A B e

3.

Name

NDEMAND

Date

scoNOMIC sKILLS LAB

T

ALL ADDS ueF, TO DE:MAND—APPI_Y!NG A CONCEPT

The following table summarizes the number of CDs four people want to buy each month at different

possible prices.

Monthly Demand for CDs
Felicia

Price per CD Tim Samantha Jamal Total
£5 5 10 8 4
$10 4 9 6 : 4
$15 3 9 4 2 _ |
£20 2 6 2 2
$25 1 J 0 0
$30 0 ! 0 0

Assume that Tim, Samantha, J amal, and Felicia represent the total market. Use the table to calculate the
market demand for CDs.

a. Show the market demand by filling in the blanks in the last column of the table.

b. Is the market demand a specific number of CDs? Why or why not?

/___________-——

- OO

Suppose the price of CDs rises from $15 to $25.
a. What happens to the total number of CDs the four consumers want to buy?
b. Is this a change in demand? Explain.

ey

3[]1 2
Use the table to plot the market demand for CDs on the 25
following graph: ) 20
=
=
| = 154
Suppose music producers decide to raise the price of £
cassette tapes to equal the price of CDs. Will this cause 104
a change in the demand for CDs? Explain why. |
=
B [II:I1I|Ill1l_1i1li|1|1|||l|_i—‘
eSS 1 5 10 15 20 25 30
Quantity of CDs per month



