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Chapter 4 Demand Homework
Section 1 Understanding Demand

1. What is the Law of Demand? Give an example of something that you buy/ have bought and apply the law of demand as if the price were to increase or decrease. How would you respond? (Give specific prices).
2. How does the substitution effect and the income effect alter spending patterns? Explain.
3. What is a demand schedule? What is a market demand schedule? Why are these graphs useful? 
4. Some economists believe that there are goods that do not obey the law of demand, because demand for them would actually drop if their price fell. One example is a top-of-the-line luxury car. Why do you think prospective buyers might feel differently about these goods?

Section 2 Shifts of the Demand Curve
5. What is ceteris paribus and how does it affect the demand curve?

6. What is the difference between a shift along the demand curve and a shift of the demand curve?

7. What are some factors that increase or decrease the quantity demanded? Explain.
Section 3 Elasticity of Demand
8. Explain elasticity of demand. (Answer must differentiate between elastic and inelastic demand)
9. What factors affect elasticity of demand? Briefly explain each factor. 
10.  When the Corner Car Wash raised the price of its deluxe car wash from $10 to $11, the number of daily customers fell from 60 to 48.  Determine if the demand was elastic, inelastic or unitary.   Look at formula for determining elasticity of demand on p.92.  Show math below.

