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Econ Quick Notes Unit 2



Supply and Demand Chapters 3-4



Competitive Market



Notes:



Definition: A market in which there are many buyers and sellers of the same good or service, none of whom can influence the price at which the good or services is sold.



Supply and Demand Model



Graph:



Definition: A model of how a competitive market works.



S



Price (P) Key Components: 1.) Demand curve 2.) Supply curve 3.) Determinants 4.) Market equilibrium, both price and quantity 5.) Change in equilibrium after the shift of a curve



PE



E



QE



Demand



D Quantity (Q)



Notes:



Definition: Describes the behavior of consumers (buyers). Requirements: 1.) Willing 2.) Able



Demand Schedule



Example:



Demand Schedule for Coffee Beans



Definition: Shows how much of a good or service consumers will be willing and able to buy at different prices.



Price of coffee beans (per pound)



Quantity Demanded



$2.00 1.75 1.50 1.25 1.00 0.75 0.50



Definition: Is the actual amount of a good or service consumers are willing and able to buy at some specific price. What is the difference between demand and quantity demanded?



Quantity of coffee beans demanded (billions of pounds)



7.1 7.5 8.1 8.9 10.0 11.5 14.2



Demand Curve Definition: A graphical representation of the demand schedule. It shows the relationship between quantity demanded and price.



Price of coffee beans (per pound)



$2.50



How is the difference between demand and quantity demanded illustrated in the graph to the left?



$2.00 $1.50 $1.00 $0.50



D



$0.00 7



9



11



13



15



Quantity of coffee beans (billions of pounds)
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Supply and Demand Chapters 3-4



Law of Demand



P



QD



or



P



QD



A



$10 Price



Definition: The higher a price for a good or service, all other things being equal, leads people to demand a smaller quantity of that good or service.



Does the law of demand refer to a change in demand or a movement along the demand curve?



B



$6 $2 10



20



30



C D1 40 50



Quantity Definition: A shift in the demand curve, which changes the quantity demanded at any given price. Example #1: ● An increase in demand will shift the demand curve which direction?



Example #1:



$10



$4



● If price is $10, what is the initial quantity demanded and the current quantity demanded? Initial : Current: ● If price is $4, what is the initial quantity demanded and the current quantity demanded? Initial : Current:



Example #2:



If the price is reduced from $12 to $8, how will the following change? DemandQuantity DemandedA decrease in price will increase quantity demanded, NOT demand. If the price is increased from $4 to $8, how will the following change? DemandQuantity Demanded-



D2 25



Decrease in Demand



Price



$10 $6 D1 D2 25



15



5



Quantity Example #1:



Price



Definition: A change in the quantity demanded of a good that is the result of a change in that good's price.



D1



Quantity



● If price is $6, what is the initial quantity demanded and the current quantity demanded? Initial : Current:



Movement Along the Demand Curve



15



5



Example #2: ● A decrease in demand will shift the demand curve which direction? ● If price is $10, what is the initial quantity demanded and the current quantity demanded? Initial : Current:



Increase in Demand



Price



Change in Demand



$12 $10 $8 $6 $4 $2



Change in Quantity Demanded A B C D 5



10 15 20 Quantity



25



An increase in price will decrease quantity demanded, NOT demand.
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Determinants of Demand Definition: Factors that shift the demand curve. 1.) Change in the price of related ● A factor that increases demand will shift the demand curve to the goods and services right. (D1 to D2) 2.) Change in income 3.) Change in tastes or preferences ● A factor that decreases demand will shift the demand curve to the 4.) Change in consumer expectations 5.) Change in the number of consumers left. (D1 to D3)



Supply and Demand Chapters 3-4 Example:



P D3 Q



D1



D2



1.) Change in the price of related goods and services



Example 1: Illustrate what will happen to the



Substitutes: Two goods are substitutes if the consumer can use either to satisfy the same essential function



demand for Pepsi, if the price of Coke increases.



Examples: ● The rise in the price of one good leads to an increase in demand (shift right) of a substitute good.



P D1



● The fall in the price of one good leads to a decrease in demand (shift left) of a substitute good. Complements: Goods that are bought and used together. Examples: ● The rise in the price of one good leads to a decrease in demand (shift left) of a complementary good.



Q Example 2: Illustrate what will happen to the demand for jelly, if the price of peanut butter increases.



P



● The fall in the price of one good leads to an increase in demand (shift right) of a complementary good.



D1 Q



2.) Change in income



Example 1: Draw what will happen to the demand



Normal Goods: Most goods are considered normal goods.



for a new car, if consumers income decreases.



Examples: ● The rise in income for a consumer leads to an increase in demand (shift right) for a normal good.



P D1



● The fall in income for a consumer leads to a decrease in demand (shift left) for a normal good. Inferior Goods: Goods that are considered less desirable. Examples: ● The rise in income for a consumer leads to a decrease in demand (shift left) for an inferior good.



Q Example 2: Draw what will happen to the demand for a used car, if consumers income decreases.



P



● The fall in income for a consumer leads to an increase in demand (shift right) for an inferior good.
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3.) Change in tastes or preferences



Example: Illustrate what will happen to the demand



- Changes the consumers willingness to pay for a good Examples:



for a bathing suit, if the season changes to winter.



P



● Stronger preference increases demand (shifts right) 



D1



● Weaker preference decreases demand (shifts left) 







Q



4.) Change in consumer expectations - An expectation of what will happen in the future can cause the demand to shift today



Example: Illustrate what will happen to the demand for a new phone now, if prices are expected to drop in the future.



Examples:



P



● Expect future prices to rise, demand increases now (shifts right) 



D1



● Expect future prices to fall, demand decreases now (shifts left) 







Q



5.) Change in the number of consumers Examples:



Example: Illustrate what will happen to the demand for a local goods, if there is an increase in the number of tourists.



● Increase in the number of buyers increases demand (shifts right) 



P



● Decrease in the number of buyers decreases demand (shifts left) 







D1 Q



Individual Demand Curve



Notes:



Definition: Illustrates the relationship between quantity demanded and price for an individual consumer.



Market Demand Curve Definition: Shows the combined quantity demanded by all consumers in a market at various prices. - most of the time when demand is being studied, it is market demand - it is the horizontal sum of the individual demand curves of all consumers in a market (see example below)
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Supply and Demand Chapters 3-4



Supply



Notes:



Definition: Describes the behavior of producers (sellers).



Supply Schedule



Example:



Supply Schedule for Coffee Beans



Definition: Shows how much of a good or service producers will supply at different prices.



Price of coffee beans (per pound)



Quantity Supplied



Quantity of coffee beans supplied (billions of pounds)



$2.00 1.75 1.50 1.25 1.00 0.75 0.50



Definition: Is the actual amount of a good or service producers are willing to sell at some specific price. What is the difference between supply and quantity supplied?



11.6 11.5 11.2 10.7 10.0 9.1 8



Supply Curve Definition: A graphical representation of the supply schedule. It shows the relationship between quantity supplied and price.



Price of coffee beans (per pound)



$2.50



How is the difference between supply and quantity supplied illustrated in the graph to the left?



S



$2.00 $1.50 $1.00 $0.50 $0.00 7



8



9



10



11



12



Quantity of coffee beans (billions of pounds)



Law of Supply



Graph:



Definition: The higher a price for a good or service, all other things being equal, leads producers to supply a greater quantity of that good or service.



QS



or



P



QS



Does the law of supply refer to a change in supply or a movement along the supply curve?



Price



P



S1



$10 $6 $2



C B A 10 20 30 40 Quantity



50
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Econ Quick Notes Unit 2 Definition: A shift in the supply curve, which changes the quantity supplied at any given price. Example #1: ● An increase in supply will shift the supply curve which direction?



Example #1:



If the price is reduced from $10 to $6, how will the following change? SupplyQuantity SuppliedA decrease in price will decrease quantity supplied, NOT supply. If the price is increased from $2 to $6, how will the following change? SupplyQuantity Supplied-



25



Quantity Example #2:



Decrease in Supply S2



S1



Price



$10 $6



15



5



25



Quantity Example #1:



Price



Definition: A change in the quantity supplied of a good that is the result of a change in that good's price.



15



5



● If price is $6, what is the initial quantity supplied and the current quantity supplied? Initial : Current:



Movement Along the Supply Curve



S2



$4



Example #2: ● A decrease in supply will shift the supply curve which direction? ● If price is $10, what is the initial quantity supplied and the current quantity supplied? Initial : Current:



S1



$10



● If price is $10, what is the initial quantity supplied and the current quantity supplied? Initial : Current: ● If price is $4, what is the initial quantity supplied and the current quantity supplied? Initial : Current:



Increase in Supply



Price



Change in Supply



Supply and Demand Chapters 3-4



$12 $10 $8 $6 $4 $2



Change in Quantity Supplied



C



S



B A 5



10 15 20 Quantity



25



An increase in price will increase quantity supplied, NOT supply.



Determinants of Supply Definition: Factors that shift the supply curve. 1.) Change in input prices ● A factor that increases supply will 2.) Change in the prices of related shift the supply curve to the right. goods and services (S1 to S2) 3.) Change in technology ● A factor that decreases supply 4.) Change in producer expectations will shift the supply curve to the 5.) Change in the number of producers left. (S1 to S3) 6.) Change in taxes and subsidies



Note: If production costs rise, supply will decrease (S 3 ). If production costs fall, supply will increase (S 2 ).



Example:



S3



P



S1 S2
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Supply and Demand Chapters 3-4



1.) Change in input prices



Example 1: Draw what will happen to the supply



Input: Anything used to produce a good or service.



of wooden stools, if the price of wood decreases.



Examples:



S1 ● A decrease in the price of an input leads to an increase in supply (shift right).



P



● An increase in the price of an input leads to a decrease in supply (shift left).



2.) Change in the price of related goods and services Substitutes in production: Two goods are substitutes in production if the producer can produce either one with the same resources.



Q Example 1: Illustrate what will happen to the supply of gasoline (produced from crude oil), if the price of heating oil (produced from crude oil) rises.



Examples: ● The rise in the price of one good leads to a decrease in supply (shift left) of a substitute in production good.



S1 P



● The fall in the price of one good leads to an increase in supply (shift right) of a substitute in production good. Complements in production: Occurs if producing one good automatically results in the production of another. Examples: ● The rise in the price of one good leads to an increase in supply (shift right) of a complements in production good.



Q Example 2: Illustrate what will happen to the supply of natural gas (a byproduct of oil extraction), if the price of oil rises.



S1 P



● The fall in the price of one good leads to a decrease in supply (shift left) of a complement in production good.



Q



3.) Change in technology



Example 1: Draw what will happen to the supply



Technology: All methods people can use to turn inputs into useful goods



of cereal, if there is an improvement in technology.



and services. Better technology reduces the cost of production. Examples: ● An improvement in technology leads to an increase in supply (shift right).



S1 P



● A reduction in technology leads to a decrease in supply (shift left).



Q
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4.) Change in producer expectations Producers can store their products and sale them at a later date. Examples:



Supply and Demand Chapters 3-4 Example 1: Draw what will happen to the supply of DVDs, if producers expect the price to drop in the future.



S1 ● A producer expectation of a future lower price leads to an increase in supply now (shift right).



P



● A producer expectation of a future higher price leads to a decrease in supply now (shift left).



5.) Change in number of suppliers Producers can enter and exit the market. Examples:



Q Example 1: Draw what will happen to the supply of textbooks, if major textbook publishers begin to go out of business.



S1 ● An increase in the number of producers leads to an increase in supply (shift right).



P



● A decrease in the number of producers leads to a decrease in supply (shift left).



Q



6.) Change in taxes or subsidies Excise tax: A tax on the production or sale of a good. -Excise taxes are sometimes used to discourage the sale of goods that the government thinks are harmful, like cigarettes, alcohol, and high-pollutant gasoline. -Excise taxes are built into the prices of these and other goods, so consumers may not realize they are paying them.



Example 1: Draw what will happen to the supply of cigarettes, if the government places a new excise tax on their production.



S1 P



● An excise tax increases production costs and leads to a decrease in supply (shift left).



Q



● Removal of an excise tax lowers production costs and leads to an increase in supply (shift right). Subsidy: A government payment that supports a business or market.



Example 2: Draw what will happen to the supply of cattle, if the government subsidizes cattle ranchers.



-The government often pays a producer for each unit of a good produced.



-Government will often subsidize in order to protect domestic industries from foreign competition. ● A subsidy lowers production costs and leads to an increase in supply (shift right).



S1 P



Q



● A removal of a subsidy increases production costs and leads to a decrease in supply (shift left).
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Individual Supply Curve



Supply and Demand Chapters 3-4 Notes:



Definition: Illustrates the relationship between quantity supplied and price for an individual producer.



Market Supply Curve Definition: Shows the combined quantity demanded by all consumers in a market at various prices. - most of the time when supply is being studied, it is market supply - it is the horizontal sum of the individual supply curves of all producers in a market (see example below)



Equilibrium Definition: The economic situation in which no individual would be better doing something different. Market-clearing price: the equilibrium price "clears the market" by ensuring that every buyer willing to pay that price finds a seller willing to sell at that price, and vice versa.



Graph: Equilibrium occurs at the intersection of supply and demand, (QS = QD).



S



PE



E



Equilibrium quantity: the quantity of the good bought at the marketclearing price.



How a market moves toward the equilibrium price Definition: The market price always moves toward the equilibrium price, the price at which there is neither surplus nor shortage.



Example 1: Surplus: Also known as excess supply, occurs when the quantity supplied is greater than the quantity demanded. - Surpluses are the result of price being greater than its equilibrium level. - Surpluses create an incentive for frustrated would-be sellers to offer a lower price in order to attract customers away from other businesses. - The result is price will fall until it reaches its equilibrium level.



Example 2: Shortage: Also known as excess demand, occurs when the quantity demanded is greater than the quantity supplied. - Shortages are the result of price being less than its equilibrium level. - Shortages create an incentive for buyers to offer more than the prevailing price or sellers will realize they can charge a higher price. - The result is price will rise until it reaches its equilibrium level.



D



QE Example 1: Label P, PE, QD, QS, QE.



Surplus



$10 $8 $6 $4 $2



S



E



10



20



30



40



D 50



Example 2: Label P, PE, QD, QS, QE.



S



$10 $8 $6 $4 $2



E



10



Shortage 20 30 40



D 50
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How equilibrium responds to a change in demand Example 1: Increase in demand - An increase in demand is indicated by a rightward shift of the demand curve. - At the original market price, P1, the market is no longer in equilibrium: a shortage occurs as QD > QS. - The market will adjust by increasing price, creating an upward movement along the supply curve and an increase in quantity supplied. - A new equilibrium is established at E2, with a higher equilibrium price, P2, and higher equilibrium quantity, Q2.



Supply and Demand Chapters 3-4 Example 1: Increase in demand



S



$10 P2 $8 P1 $6 $4 $2



E2 g



E1



D2 20



10



30 Q1



40 Q2



D1 50



Summary: D increases, QS increases, P increases, Q increases Example 2: Decrease in demand Example 2: Decrease in demand - A decrease in demand is indicated by a leftward shift of the demand $10 curve. $8 - At the original market price, P1, the market is no longer in equilibrium: P1 $6 a surplus occurs as QS > QD. P2 $4 - The market will adjust by decreasing price, creating an downward movement $2 along the supply curve and a decrease in quantity supplied. - A new equilibrium is established at E2, with a lower equilibrium price, P2, and lower equilibrium quantity, Q2.



S E1



p E2



20 Q2



10



D2 30 40 Q1



D1 50



Summary: D decreases, QS decreases, P decreases, Q decreases



How equilibrium responds to a change in supply Example 1: Increase in supply Example 1: Increase in supply - An increase in supply is indicated by a rightward shift of the supply S1 $10 curve. $8 - At the original market price, P1, the market is no longer in equilibrium: P1 $6 E1 p a surplus occurs as QS > QD. P2 $4 E2 - The market will adjust by decreasing price, creating an downward movement $2 D along the demand curve and a decrease in quantity demanded. 20 30 50 40 10 - A new equilibrium is established at E2, with a lower equilibrium price, Q 1 Q2 P2, and higher equilibrium quantity, Q2. Summary: S increases, QD increases, P decreases, Q increases Example 2: Decrease in supply - A decrease in supply is indicated by a leftward shift of the supply curve. - At the original market price, P1, the market is no longer in equilibrium: a shortage occurs as QD > QS. - The market will adjust by increasing price, creating an upward movement along the demand curve and an increase in quantity demanded. - A new equilibrium is established at E2, with a higher equilibrium price, P2, and lower equilibrium quantity, Q2.



S2



Example 2: Decrease in supply



S2 S1



$10 P2 $8 P1 $6 $4 $2



E2 E1



g



10



20 Q2



30 40 Q1



D 50



Summary: S decreases, QD decreases, P increases, Q decreases
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Supply and Demand Chapters 3-4



Summary: Draw how equilibrium responds to a change in supply and demand. Increase in Demand:



Increase in Supply:



1.) If supply and demand both increase what happens to both P and Q? Price: Quantity: 2.) If supply and demand both decrease what happens to both P and Q? Price: Quantity:



Decrease in Demand:



3.) If supply increases and demand decreases what happens to both P and Q? Price: Quantity:



Decrease in Supply:



4.) If supply decreases and demand increases what happens to both P and Q? Price: Quantity:



How equilibrium responds to simultaneous shifts of supply and demand



A



Example 1: Increase in supply & demand - An increase in supply and demand is indicated by a rightward shift of the supply and demand curves.



B - In graph A, the increase in demand was large relative to the increase in supply. The result is an increase in both equilibrium price and quantity. - In graph B, the increase in supply was large relative to the increase in demand. The result is an increase in equilibrium quantity, but a decrease in equilibrium price.



increase in demand. The result is an increase in equilibrium quantity, but equilibrium price remains unchanged. Summary: If S increases & D increases, then P is ambiguous & Q increases



S2



E2



E1



D2 10



- What happens to equilibrium price and quantity depends on how large the shift in supply is relative to the shift in demand.



- In graph C, the increase in supply was relatively equivalent to the



S1



$10 $8 P2 P1 $6 $4 $2 20



30 Q1



40



D1 50 Q2 S1



$10 $8 P1 $6 P2 $4 $2



S2



E1 E2



10



20



30 Q1



40



D2 D1 50



Q2



C



S1



$10 $8 P2 P1 $6 $4 $2



E1



S2



E2



D2 10



20



30 Q1



40
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How equilibrium responds to simultaneous shifts of supply and demand



Supply and Demand Chapters 3-4



A



Example 2: Decrease in supply & demand - A decrease in supply and demand is indicated by a leftward shift of the supply and demand curves.



$10 $8 P1 $6 P2 $4 $2



B - In graph A, the decrease in demand was large relative to the decrease in supply. The result is a decrease in both equilibrium price and quantity. - In graph B, the decrease in supply was large relative to the decrease in demand. The result is an decrease in equilibrium quantity, but an increase in equilibrium price.



decrease in demand. The result is a decrease in equilibrium quantity, but equilibrium price remains unchanged. Summary: If S decreases & D decreases, then P is ambiguous & Q decreases



$10 $8 P2 P1 $6 $4 $2



20



D2 D1 40 50



30 Q1



S2



C



$10 $8 P2 P1 $6 $4 $2



A



E2



B in supply. The result is a decrease in both equilibrium price and quantity. - In graph B, the increase in supply was large relative to the increase in demand. The result is a decrease in equilibrium price, but an increase in equilibrium quantity.



E1



D2 30 40 Q1



20 Q2



D1 50



S2



E1



E2



D2 20 30 40 Q2 Q1



D1 50 S1



$10 $8 P1 $6 P2 $4 $2



S2



E1



E2



10



C



S1



S1



$10 $8 P1 $6 $4 P2 $2 10



- In graph A, the decrease in demand was large relative to the increase



Summary: If S increases & D decreases, then P decreases & Q is ambiguous



E1



Q2



- What happens to equilibrium price and quantity depends on how large the shift in supply is relative to the shift in demand.



decrease in demand. The result is an decrease in equilibrium price, but equilibrium quantity remains unchanged.



20 Q2



10



- An increase in supply is indicated by a rightward shift of the supply curve, and a decrease in demand is indicated by a leftward shift of the demand curve.



- In graph C, the increase in supply was relatively equivalent to the



D1 D2 30 40 50 Q1 S2 S1



E2



10 Example 3: Increase in supply & decrease in demand



E1



E2



10



- What happens to equilibrium price and quantity depends on how large the shift in supply is relative to the shift in demand.



- In graph C, the decrease in supply was relatively equivalent to the



S2 S1



20



D2 D1 40 50



30 Q1 Q2



S1



$10 $8 P1 $6 P2 $4 $2



S2



E1



E2



10



20



30 Q1 Q2



D2 D1 40 50
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How equilibrium responds to simultaneous shifts of supply and demand



Supply and Demand Chapters 3-4



A



$10 $8 P1 $6 $4 $2



Example 4: Decrease in supply & increase in demand - A decrease in supply is indicated by a leftward shift of the supply curve, and an increase in demand is indicated by a rightward shift of the demand curve.



E1



10



20



B



$10 $8 P1 $6 $4 $2



E2



P2



- In graph A, the increase in demand was large relative to the decrease in supply. The result is an increase in both equilibrium price and quantity. - In graph B, the decrease in supply was large relative to the increase



C - In graph C, the decrease in supply was relatively equivalent to the increase in demand. The result is an increase in equilibrium price, but equilibrium quantity remains unchanged. Summary: If S decreases & D increases, then P increases & Q is ambiguous



Price Controls



D1 50 S1



S2



E1



10



in demand. The result is an increase in equilibrium price, but a decrease in equilibrium quantity.



D2



30 40 Q 1 Q2



- What happens to equilibrium price and quantity depends on how large the shift in supply is relative to the shift in demand.



S2 S1



E2



P2



20



$10 $8 P1 $6 $4 $2



30 40 Q2 Q1 S2 E2



P2



D2 D1 50 S1



E1



10



20



D2



30 40 Q1 Q2



D1 50



Graph: Label P, PE, QD, QS, QE.



Definition: Legal restrictions on how high or low a market price may go.



Price Ceiling Definition: A maximum price sellers are allowed to charge. Example: - An effective price ceiling is placed BELOW equilibrium. - An effective price ceiling creates a SHORTAGE (can lead to black markets). An ineffective price ceiling is placed above equilibrium, and market forces will determine the price and quantity sold at equilibrium.



Price Floor Definition: A minimum price buyers are required to pay for a good or service. Example: - An effective price floor is placed ABOVE equilibrium. - An effective price floor creates a SURPLUS. (can lead to "under the table" activity) An ineffective price floor is placed below equilibrium, and market forces will determine the price and quantity sold at equilibrium.



S



$10 $8 $6 $4 $2



E



PC



10



Shortage 20 30 40



D 50



● Inefficient allocation to consumers, waste of resources, and inefficiently low quality. Graph: Label P, PE, QD, QS, QE.



Surplus



$10 $8 $6 $4 $2



S PF



E



10



20



30



40



D 50



● Inefficient allocation of sales among sellers, waste of resources, and inefficiently high quality.
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Quantity Controls Definition: a limit on the quantity of a good that can be bought or sold. Quota: a quantity control that puts an upper limit on the quantity of some good that can be bought or sold. License: gives its owner the right to supply a good or service.



The Market for Taxi Rides in the Absence of Government Controls



$7.00 $6.50 $6.00 $5.50 $5.00 $4.50 $4.00 $3.50 $3.00



$8.00



Quantity of rides (millions per year) Quantity Demanded Quantity Supplied 6 7 8 9 10 11 12 13 14



14 13 12 11 10 9 8 7 6



S



$7.00



Fare (per ride)



Fare (per ride)



$6.00 E



$5.00 $4.00 $3.00



D



$2.00 5



7



9



11



13



15



Quantity of rides (millions per year)



Demand price: given a level of output, the price at which consumers will demand that quantity. Supply price: given a level of output, the price at which producers will supply that quantity.



Effect of a Quota on the Market for Taxi Rides



$7.00 $6.50 $6.00 $5.50 $5.00 $4.50 $4.00 $3.50 $3.00
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The wedge: distance between the demand price and the supply price of a good. Quota Rent: the earnings that accrue from the ownership of a restricted product. Occurs when the license holder is able to rent out the license to another producer. - Based on the above diagram a taxi cab driver knows if they work they can receive $6 per ride (demand price). - A taxi driver would be willing to work for $4 per ride (supply price). ● If the taxi cab driver decides to rent out their license to another driver, what rent could they demand? Explain.



● If the taxi cab driver decides NOT to rent out their license, how much will they earn per ride? Explain. Deadweight loss: the lost gains associated with transactions that do not occur due to market intervention.
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Factors That Shift Demand (1) Changes in the prices of related goods or services If A and B are substitutes … If A and B are complements ...



… and the price of B rises …



… demand for A increases (shifts to the right).



… and the price of B falls …



… demand for A decreases (shifts to the left).



… and the price of B rises …



… demand for A decreases (shifts to the left).



… and the price of B falls …



… demand for A increases (shifts to the right).



… and income rises …



… demand for A increases (shifts to the right).



… and income falls …



… demand for A decreases (shifts to the left).



… and income rises …



… demand for A decreases (shifts to the left).



… and income falls …



… demand for A increases (shifts to the right).



(2) Changes in income If A is a normal good … If A is a inferior good …



(3) Changes in tastes and preferences If tastes change in favor of A …



… demand for A increases (shifts to the right).



If tastes change against A …



… demand for A decreases (shifts to the left).



(4) Changes in consumer expectations If the price of A is expected to rise in the future …



… demand for A increases today (shifts to the right).



If the price of A is expected to fall in the future …



… demand for A decreases today (shifts to the left).



(5) Changes in number of consumers If the number of consumers of A rises …



… market demand for A increases (shifts to the right).



If the number of consumers of A falls …



… market demand for A decreases (shifts to the left).



Factors That Shift Supply (1) Changes in input prices If the price of an input used to produce A rises …



… supply of A decreases (shifts to the left).



If the price of an input used to produce A falls …



… supply of A increases (shifts to the right).



(2) Changes in the prices of related goods or services If A and B are substitutes in production … If A and B are complements in production ...



and the price of B rises



… supply of A decreases (shifts to the left).



and the price of B falls



… supply of A increases (shifts to the right).



and the price of B rises



… supply of A increases (shifts to the right).



and the price of B falls



… supply of A decreases (shifts to the left).



(3) Changes in technology If technology used to produce A improves …



… supply of A increases (shifts to the right).



(4) Changes in producer expectations If the price of A is expected to rise in the future …



… supply of A decreases today (shifts to the left).



If the price of A is expected to fall in the future …



… supply of A increases today(shifts to the right).



(5) Changes in the number of producers If the number of producers of A rises …



… supply of A increases (shifts to the right).



If the number of producers of A falls …



… supply of A decreases (shifts to the left).



(6) Changes in taxes and subsidies If an excise tax is placed on the production of good A …



… supply of A decreases (shifts to the left).



If a subsidy is provided for the production of good A …



… supply of A increases (shifts to the right).
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Change in only one curve.



Change in both curves.



16 of 16













Suggest Documents










Demand, Supply, and Market Equilibrium





Read more





 




Demand, Supply, and Market Equilibrium





Read more





 




Demand, Supply, and Market Equilibrium





Read more





 




Demand, Supply, and Market Equilibrium





Read more





 




Demand, Supply, and Market Equilibrium





Read more





 




The Supply and Demand Model





Read more





 




Lecture: Supply and Demand. Supply and Demand





Read more





 




1.1 Competitive markets: Demand and supply





Read more





 




Supply, Demand, Market Disruptions & EEEElasticity





Read more





 




Chapter 4. Learning Objectives DEMAND, SUPPLY, AND MARKET EQUILIBRIUM. Demand, Supply, and Market Equilibrium





Read more





 




THE MARKET FORCES OF SUPPLY AND DEMAND





Read more





 




The Market Forces of Supply and Demand





Read more





 




Lesson I : Demand, Supply and Market Equilbrium





Read more





 




The Market Forces of Supply and Demand





Read more





 




SESSION 4: Demand, Supply, and Market Equilibrium





Read more





 




The Market Forces of Supply and Demand





Read more





 




Chapter 2 Market Forces: Demand and Supply





Read more





 




PSP Demand, Supply and Market Equilibrium





Read more





 




The Market Forces of Supply and Demand





Read more





 




Demand and Supply in a Market System





Read more





 




The Aggregate Supply and Aggregate Demand Model





Read more





 




#1: Supply and Demand





Read more





 




Demand and Supply. Price





Read more





 




II. SUPPLY AND DEMAND





Read more





 












×
Report "Competitive Market. Supply and Demand Model. Demand"





Your name




Email




Reason
-Select Reason-
Pornographic
Defamatory
Illegal/Unlawful
Spam
Other Terms Of Service Violation
File a copyright complaint





Description















Close
Save changes












Copyright © 2024 KIPDF.COM. All rights reserved.

About Us |
Privacy Policy |
Terms of Service |
Help |
Copyright |
Contact Us










×
Sign In






Email




Password







 Remember me

Forgot password?




Sign In




 Login with Google
 Login with Facebook














