Applying Demand Concepts 
1. Paige has been begging her parents for a new puppy. She has been saving her money, but can’t quite come up with the fee required by the adoption agency. Does demand exist in this example? Explain.

Yes/No ________________________________________________________________

2. Chitwood is going shopping this afternoon for some new shoes. She has her eye on a $75 pair of boots. Luckily, she has been babysitting after school, and has a budget of $100 to work with. Does demand exist in this example? Explain.

Yes/No ________________________________________________________________

3. Brooke wanted to treat the entire class to pizza. But, when she went to the pizza parlor, she realized that the price of a pizza had increased. Because of this, Brooke bought two less pizzas then she normally would have. What idea does this example demonstrate?

________________________________________________________________________

4. Stephon went to McDonald’s and ordered 3 double cheeseburgers. He was more than willing to pay for them, because he was absolutely starving after his big wrestling match. After he was done, he ordered 6 more. After he finished those, he ate 10 more. By the time he got to his 15th cheeseburger, he decided he was no longer willing to spend more money on food because he had a stomach ache. What idea does this example demonstrate?
________________________________________________________________________

5. Demand for boots has gone up due to the approach of the winter season. What would do this do to the demand curve?

________________________________________________________________________

6. Nate is making more money now that he has a full-time job. Because he is making more money, he has been purchasing more toilet paper. Is this a normal, inferior, or neutral good for Nate? Why?

________________________________________________________________________

7. Kristina’s income has doubled ever since she started working more hours at the zoo. Yet, she still buys the same amount of nail polish that she used to. Is this a normal, inferior, or neutral good for Kristina? Why?

________________________________________________________________________

8. Jeff’s income has skyrocketed now that his lemonade stand has become successful. But, now that his income has gone up, he is no longer purchasing as many dvd’s as he used to. Instead, he’s purchasing Blu-ray movies. Are dvd’s a normal, inferior, or neutral good for Jeff? What type of good are Blu-ray movies for Jeff?

DVD’s = ____________________
Blu-ray Movies = ____________________

9. Nick is in the grocery store looking to buy some Diet Pepsi. He noticed that the price of Diet Pepsi has gone up significantly. So, this time, he decides to buy some Diet Coke instead. In this example, Diet Pepsi and Diet Coke are ________________________________ goods.

10. Sam is looking to buy her first car. She decides to wait, because she’s pretty sure the price of cars is going to fall in the next couple of months. What does this do to current demand?

________________________________________________________________________

11. The price of Starbucks coffee has gone up by 25 cents over the past 5 years. Because of this slight price increase, the quantity demanded of Starbucks coffee has greatly decreased. Is this elastic or inelastic demand?

________________________________________________________________________

12. Even if the price of blood pressure medicine increases a great deal, quantity demanded is not likely to change, because consumers relying on these drugs have very few medical alternatives. Is this elastic or inelastic demand?
________________________________________________________________________

13. Demand for luxury goods tends to be elastic/inelastic because as price increases, people are able to cut back.

14. Alec spends 5% of his monthly income on food and 40% of his monthly income on video games. Suppose the price of both goods triples. What will Alec be more likely to cut back on? Why?
________________________________________________________________________

Matching
Label each good “E” for Elastic or “I” for Inelastic…

_____ Gasoline for your car

_____ Food

_____ Designer Shoes

_____ Ipod

_____ Electricity

_____ Cell Phone Accessories

_____ Toilet Paper

_____ Diamond Jewelry

_____ Heart Medicine

_____ Ugg Boots

_____ Makeup

_____ Coach Purse

_____ Laundry Detergent

