: USING SUPPLY AND DEMAND

S TO MAKE DECISIONS
Name
' Date/Period
Student Activity
Part One: Creating an Individual Demand Curve
Directions: In the demand schedule provided, various prices are listed for pizza. Fill in the
second column indicating how many pizzas you would be willing and able to buy per week at
each price. Note: In your answer, assume that no other factors, such as your income or
prices of hamburgers, influence your purchase decision.
Price of a Quantity
Pizza Demanded
— %10 | "
$15 O
$20 O
L
o _ $25 e
Now convert your demand
schedule into a demand curve,
using the graph. This will be your
individual demand curve. Use the
demand curve that you create to
answer the questions that follow.
1) Does your demand curve
follow the law of demand?
Explain.
Ued  beceate o
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USING SUPPLY AND DEMAND
TO MAKE DECISIONS

2) How does the law of demand illustrate the concept of opportunity costs? (You may want to
go back and review the concept of opportunity costs in Chapter 1) Hint: consider what
must be forgone when higher prices are paid for pizzas.

3) How many pizzas would you consume every week if they were free? What might you do
with any free pizzas that you didn't eat yourself?

4) At what price would you not purchase any pizzas? Do your answers {0 the previous
questions offer any insight into demand curves? If so, what?

Thinking Economics®, 3.0 3.1-pg.2
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Name

Date/Period

Student Activity

Part Two: Creating a Group Demand Curve

1) Quietly meet with two other students who have completed the first three questions and
compare your answers. Do your demand curves look the same? If not, why do you think
they are different?

2) Using the data from the other two students, fill in a group demand schedule. Do this by
adding up each of your individual quantity demanded data. For example, if Student 1
purchased 7 pizzas at $5 each, Student 2 purchased 6 pizzas and Student 3 purchased 9
pizzas, then you would put 22 (7 + 6 + 9 = 22) in the schedule next to $5.

Price of a Quantity
Pizza Demanded

$5
$10

$15

$20

$25

Thinking Economics®, 3.0 3.1-pg.3
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3) Create a new demand curve using the data from the group demand schedule.

4) How is your “group” demand curve similar and different from your individual curve?

5) Can you make a guess as to how many pizzas your group wouid purchase if the price was
$17?

Thinking Economics®, 3.0 3.1-pg.4
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Name
Date/Period
Student Activity | -~
Part Two: Complementary vs. Substitute Goods
Directions: Draw a line connecting the pairs of complementary and substitute goods provided.
Label the line “C” if the items are complementary. Label the line “S” if the items are substitutes.
One has been done for you.
hotdog U CR/DVD Player
_fishing pole g P a.;gontac‘t lenses . 3 oy
, >4
natural gas reel
iced tea ¢ ~miniblinds
e movie \\hotdog buns
o 6 )
curtains ; lemons
7
eyeglasses"{ electricity
N—

Thinking Economics®, 3.0 3.2-pa.5



USING SUPPLY AND DEMAND ¥
TO MAKE DECISIONS

Name
Date/Period

Student Activity

Part Three: Inferior Goods

Directions: A list of eight goods is provided. Four are inferior goods, and four are normal
goods. Draw a circle around the four inferior goods. Write a paragraph explaining why you

. believe the goods you circled are inferior.

sports car plastic visor
hamburger telescope

French wine paper plates
diamonds fake jewelry

Thinking Economics®, 3.0 3.2-pg.6
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Name
Date/Period

Student Activity

Part One: Change in Demand

Directions: Each demand curve provided has a fictitious newspaper headline. Determine the
effect that the newspaper headline would have on the demand for the good or service
indicated. Draw a new demand curve on the graph. Label the curve D2. Then identify the

determinant of demand that caused the change.

The possible detenmnants of demand are: change in income, change in consumer
mmmmmcmmmmmwmmgem—
consumer preferences or taste, change in consumer population, or change in consumer
expectations of the future. The first one has been done for you.

a

“Scientists Prove Milk Lengthens
Life Span”

determinant of demand: change
in consumer information’

OR

change in consumer
preferences or tastes

Thinking Economics®, 3.0 3.2-pg.1
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“Builder Completes New

Subdivision Next to Movie Theatre”

determinant of demand:

‘e o | 4 pop0 lpAiors

“Rap Music Going Out of Style
According to Survey of Disk

Jockeys”

a

determinant of demand:
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Month”

detérminant of demand
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“Unexpected Flori
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USING SUPPLY AND DEMAND
TO MAKE DECISIONS

“Home Building Decreases As
‘Mortgage Interest Rates Reach
" Record High”

W

determinant of demand:
'(,(,\a/v\?; e e Phite e
o Subshhfe  wr

Lovn piplese it
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USING SUPPLY AND DEMAND

'TO MAKE DECISIONS
Name
Date/Period
Student Activity

Part Two: Change in Demand vs. Change in Quantity Demanded

Step 1: Read each situation below and decide whether each event will cause a "change in
quantity demanded" or a "change in demand."

Step 2: Begin at the current demand data point, which is Point A on Demand Curve D,. Draw a
line from Point A to a data point or curve that represents the change in either quantity -

demanded or demand.

SN

Step 4: identify whether the movement represents a "change in quantity demanded" or a
"change in demand." If it is a "change in demand," identify the determinant of demand that
caused the change in demand. The first one has been dorie for you.

Demand determinants you may choose from are: change in income, change in consumer
preference, change in the price of a substitute, change in the price of a complement and

change in consumer population.

Situation A: You have just won
the lottery.

Change in Demand or Quantity
Demanded: change in demand

Determinant of demand: change
in income

Thinking Economics®, 3.0 3.3-pg.2



Situation B: The price of laundry
detergent increases.

Change in Demand or Quantity
Demanded:

Cromves in R I(2

Determinant of demand:
Chagnare o Dv.oc @

Situation C: The season changes
from spring to summer.

Change in Demand or Quantity
Demanded: |
OV\QK/V\@/& o o £ At ot

Determinant of demand:

Coar bt 5700 4 .

—+8
-

Gy -

A M R
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‘Situation D: The price of coffee

increases.

Change in Demand or Quantity
Demanded:

C/-\/\el\/\/\%f,({ b @(W 4/9/{

Determinant of demand:
Sy Svice
} f

WG" ;.S\J e S 'f'" ‘;I"‘;_) qﬂ..e

Situation E: The price of gasoline
decreases.

% Change in Demand or Quantity

Demanded:

CAresre e in 2 D

Determinant of demand:
0w UG
{

Thinking Economics®, 3.0
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3.3

Situation F: The birth rate doubles.

Change in Demand or Quantity
Demanded: _

Chrorble (o e e \g/(
U

Determinant of demand:

Aot e (N Co 13 btn

AT
%ﬂ s 4 \,,,eml.u‘c""éiga/ﬂ
Y 13

Situation G: The price of peanut
butter increases.

Change in Demand or Quantity
Demanded: -

{
Clronnreio o P B e
v:

Determinant of demand:
eArorrre tr piale

1

¢ d
i?é‘ C@VLKV; I‘—‘?”"-/f/'.,.p ‘- m,«—ﬁ"““‘
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Worksheet 5.4: Market Changes in Demand

Practice your graph skills with this worksheet. You will be given several different scenarios that
occur to a market that was in equilibrium before this scenario occurred. Follow these
instructions:

(a) Graph the new situation so that it shows the change that occurred.

(b) Circle where indicated whether there has been a change in demand, or a change in

quantity demanded. '
(c) Be sure to show the new equilibrium price and quantity points on your graph.
(d) Provide the explanation for the change.

Here are your scenarios:
1. The price of peaches is $2.29 per pound on Monday. On Thursday, the price of peaches
goes to $2.79 per pound.

Peaches p
Graph: E ~ Whatchanges: D or Qy?

- \
o1

Quantity

2. The incomes of the city of Downville have decreased by 20% due to the closing of a
large factory. What happens in the peach market in the local grocery store?

Peaches g

Graph: < What changes? D or Q4?

(=21

Quantity

3. Suppose The American Heart
Association declares that peaches promote good heart health.

Prite

Peaches
Graph: What changes: D, or Q4?

D1

Quantity

© 2015, BFW/Worth Publishers Section 2
Krugman'’s Economics for AP®, 2e Teacher’s Resource Materials



4. You and your friends expect that the ability to download songs from the internet for free
will end'in 3 months, and then downloads will be for purchase only. Show what happens
in the market tomorrow!

® What changes: D or Q4?

Downloaded £ '

Songs Graph:

D1

Quantity

5. The price of popcorn goes from $5 a bag to $3 a bag.

Popcomn £ What changes: D or Qg?
Graph:

D1

Quantity

6. Now show the changes that occur in the apple market given the following: Peaches and
apples are substitutes. The price of apples increases.

Peaches ol What changes: D or Q4?
Graph: £
£
Quantity
© 2015, BFW/Worth Publishers Section 2
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Wérksheet 5A Name

Exercise 1: Graphing the Demand Curve. Use the data presented in the Demand Schedule for CDs to
graph the demand curve in the chart below. ' ) T A |

Demand Schedule For
Siedule Tor ..

Price per CD Quantity

(in dollars) Demanded DEMAND ‘CURVE*-

(in millions) | 20 -

20

100 | e - 19 |

17

18 300

16

17 ~ 400

15

16 500 P TR

Price perCD
(in dollars)

15 600 S pEEan

14 — 700 | T

3 800- | a1

12 [ 900 T 100|200 | 300 | 400 | 500 | 600 | 700 | 800 | 900

11 1000 - © 7 Quantity Demanded . .
e - (in-millions)

Exercise 2: Movement Along The D_éjﬁand' Curve. Answer the following 'qu'evstion.’.s;'based on the
demand curve you have graphed: -. I IR ol pg ’ N

When the price of a CD is $20, what is the quantity demanded by consumers? 100 QM”\‘JE"'{{%
When the price of a CD is $15,-what is the quantity demanded by consumers? {ghC .* U
When the price of a CD i§'$11, what is the-quantity demanded by consumers? 000 s

~ As the price of a'CD decreases, does the quantity of €Ds demanded increase or decrease?
As the price of a CD increases; does the quantity of CDs demanded increase or decrease?

—) KBS _?(‘\EC@%- d\ecrea?ﬁ.;%u&d Vy Tncceates

¥ . v d i . ;
o s PET 7 AT T BT 1 Rhtts oy Mo Bt
S g prices Irctende, fuostiydoes

AR

1000



W orksheet SB

individual tracks of music d1rectly 1nt0 the1r il
playmg dev1ces Of course, the cost to download a

Imagine that as a result of pressure fro 1 the
industry, musw downloads are outlawed and the

Exerclse 1: Shlfts m the De‘ al

. Usmg the data'presen’ted in'the DemandﬂSchedul‘e'for CDs, graph the demand curves Dl
and D2 in the chart below S inh ‘

og Jiree

19 |

18 1

37|

16

15 |

14

Price per CD

13

12

11

100 | 200 | 300 | 400 | 500 |-600 | 700"|'800- | 900 |- 1000 | 1100 | 1200 | 1300-

k: ' fQuaﬁ"'tlly Demanded -

Refer to the chart you have drawn and answer the following questions

1
2,
3.

When CDs sell for $18, compare the quant1ty demanded for CDs at demand levels D1
and D2.

Explain why more oustomers are now w1111ng to purchase CDs for the same price.
When demand increases at all price levels the-demand curve shifts in which
direction: right or left? ' :

Explain the difference between an mcr‘eme in demand and increase in lne quantity
demanded. '

‘a. Which is depicted as’ a movernent along the dema_nd curve?
b. Which'is dep1cted as a ghlft in the demand curve?




Movement along the curve or a shift in the demand curve? Complete the table below by
indicating whether each scenario results in a change in the quantity demanded (movement along
the demand curve) or a change in demand (shift in the demand curve). The good/serv1ce that you
are looklng at is in bold type. If there is a shift in the demand curve; indicate whether the curve
shifts up or down. Identify the determinant of demand.

Scenario : ' Movement or shift up or
‘ shift down? What is the
' ‘  determinant?
1. There is an outbreak of the flu and sales of latex o o o -
gloves skyrocket. , B %V\‘J"’i{ P
2. A nail salon cuts the price it charges for manicures: O
and more cIieht's come. | f-{\ N R \3 W g
3 The price- of beef has skyrockeleddue to. shortages ' il e 'k; ,‘ .l
What w111 happen to the demand for chlcken'? e gwfu(”\” Lhap

4. The US Census Bureau has announced that there is | )
baby boom in the United States and sales of baby b o QV\‘&% : \AQ

carrlages have increased.

5. John's Blcycle shop increases the prlces of blcycles'- ok ‘ *\‘ - &xg\
and sales decrease. S 1:\\%\;@\{\%

6. The City of New York has cut the uumber of city
employees by 10% and sales of big screen televnsxons_ ok
falls. 0 :

L e vy ){m‘
gm‘e&* >ore

Below; or on a separate sheet of. paper, graph . scenarlos ; 1-6. Make sure to include what the
demand curve 1s for. and show your shlft or movement along the curve



Namet_ . ooocc 0 ,',’ ClassPerlod f Date

Elastlclty in the Home Worksheet 41 2

year Items lmght lnclude grocenes clothlng, newspapers ‘magazines, supphes for the house g‘
the movies;- meals outside the home;: educatwnal expenses and travel ; SRR

e e . pgihs =3 L L . o A M 1 8
R - e A s T S & > ;
s 2, . .

2. Orgamze the mformatmn usmg tlns table

“Family |, INeed or Want" ' D1d the Characteristics of the | Assessment:
Purchase | Why‘_dlqhwe buy prlce fallor | Purchase: ~ . | Isitelasticor -

B e RGNS [ 160 rnsewhen ' '

¢ we made
“the”
_ = O e | : : .pur,chase?, oo} dd ! | iy
A T-Shirt Want ' Fall " | 1. Notanecéssity . | Relatively

' | T wanted a new shirt L B Many substitutes . | Elastic:

| ‘forsc}lOQl- b

Use the other side of this page-‘to add tovyour‘l’is't.

3. Explain the concept of Elast1c1tv of Demandtoyour farmly ‘zi;ﬁd‘then,shate the data "vizi«th"your'fahﬁilfy;'

Chapter 4: The Demand for Goods and Services 51



Name: - . . . ~"~"*?-5C1'as°"s-Peri6di' _Date:

Complements and Substitutes Organizer 4.11.2

Two scenarios are’ glven below that include both substitutes and complements. Place each of the items

below the: scenatios into one of the two columns as either a substitute (an item that takes the place of the

other) or a: complement (an item that goes along with that 1tem) Feel ﬁ'ee to add to the list if you have

others that you beheve are a substitute or complement.

Scenario 1 ‘ ‘Scenario 2

The price of hot dogs drops The average price of laptop computers

by 81 per package. rises by 3300.

Hot Dog Buns - Video Games

Bratwurst -Laptop Cooling Fans

Ketchup Tablet Computers

Mustard - Flat Panel Displays

Relish .- " Desktop Computers

Hamburgers " 'Carrying Cases

Chili . erus Protection Software
Substitute |~ Complement | " Substitute | - Complement -

1. What will happen to the demand for the hot dog substitutes?

3.. What will happen to. thé"de_r:narid'fot the-l'a}ptdp corttplcménts? :

5, Whatwﬂl ,happen' to tﬁe‘:.déméttid;fb__r-hpt: dog gbamplprtnehts_? g

6. Why?

Chapter 4: The Demand for Goods and Services

45



5.0f Good Aisa no'r'm'al good ¥

Name:

‘Class Penod 1 Date

Dema'nd =Cu"‘rve Shift Woil{shee't ‘4;'1"1'.3 ‘

Complete the chart by md1cat1ng what happens to the demand for Good A when the factors of demand

change as, descnbed

Factors for a Shlft in the demand
curve :

1. Changes in the pnce of a related i e

good or service - PP S ORR R
s IfGood. 4 and Good B ar""' ;and-the.’pri‘ée‘cjf ‘Good B
' subst1tutes ; s€8. .. '

d the ] pnce of Good B

e If Good 4 and Good Bar

alls

the pnce of ‘Good B 3%

__.complements... .

and the‘pnce of Good B i
falls.. :

2. Changes in income

s . If Good 4.is a normal good .

andincome rises. ...

.and income falls. ..

| and income rises...

o IffG‘oo'd A'is an infeﬁofr g”o,o’d‘;-r, ;
‘ : - : . ..4-and income falls...

3. Changes in tastes

.| if tastes change ini favor of u
| Good 4.. . :

T iftastes change agamst Good
1A .

4, Changesiﬁ expectations '

ifd the pnce of Good A is
*’expected to.rise i the 8
future.

il ‘*'expected ‘to fall in the

if the pnce of Good 4 is

= “and incotae is expected to tise

3 m ‘the future..

d incomeis expected to fall

! 6. If Good A4 is an inferior good 1S

F
J
'
K
r
¢

: ‘;‘and 1ncome is expected o fall
| in the future:.

; 7. Changes in the number of
consumers |

| if the: number of consumers of |
GopdA rises. ..

!
L
i
{

timber of consumers of |

Chapter 4: TheDem_andifoi"'Goo.d‘s:jandf‘lserﬁces',.ijj. i

4 .GoodA f'ans

47



