The Law of Demand
·  The amount of a product or service that buyers are willing and able to buy at different prices is called _________________

· As prices increase demand ___________

· As prices decrease demand ______________

· Demand can be demonstrated by two ways:

· Demand Schedule:  Chart showing the demand at various prices

· Demand Curve: Graph showing the demand at various prices
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Example:  How much would you pay for a candy bar?  

Demand Schedule: 


Demand Curve:
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Analyzing the Chart:

1. What is the quantity demanded of Snickers at the price of 1 dollar would be _______ units.  Other things constant, if the price would increase to 1.50 per unit, the quantity demanded would be ____________ units.  Such a change would (increase/decrease) the quantity demanded.  Other things constant if the price of Snickers would decrease to 50 cents per unit, the quantity demanded would be __________ units. Such a change would (increase/decrease) the quantity demanded.
Demand Shifters
Cause and Effects of Determinants of Demand

Non-price determinants of demand (How demand can change without changing the price of the good or service)
1. Change in consumer tastes (preferences)
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2. Change in the number of buyers


3. Change in consumer income


4. Change of prices of substitute goods (Goods that can replace other goods)


5. Change of prices of complimentary goods (Goods that go along with other goods)


How the Determinants of Demand would look on a graph
Below on the graph 

1. Line “D” represents the normal demand of the product

2. Line “D1” represents an increase of demand without changing the price of the product.

3. Line “D2” represents a decrease of demand without changing the price of the product.


1. How many units are sold at 3.00 dollars on the normal demand curve?
2. How many units are sold at 3.00 dollars if we see an increase in demand without changing the price of the product?

3. How many units are sold at 3.00 dollars if we see a decrease in demand without changing the price of the product?

Elasticity of Demand
Elasticity:  Degree in which the curve react to a price change:  What happens if the price of a product does change…. How does the consumer react?
· A large increase/decrease in demand with small increase in price.  The demand curve will be more _____________________


· Quantity demanded changes very little with price.  The demand curve would be more _________________

Reasons for Elasticity
1. Substitutability


2. Proportion of income spent on product



3. Necessities or luxuries



4. Is it a habit?


5. Time






If the consumer taste increases








Demand will __________








If the consumer taste decreases








If the number of buyers increases








If the number of buyers decreases








If the consumer’s income increases








If the consumer’s income decreases








If substitute goods prices increase 








If substitute goods prices decrease








If complimentary goods prices increases 








If complimentary goods prices decrease 








Demand will __________








Demand will __________








Demand will __________








Demand will __________








Demand will __________








Demand will __________








Demand will __________








Demand will __________








Demand will __________





The more substitutes there are for a good,





Lower-priced goods 





Higher-priced goods,





Necessities





Luxuries





Habit-forming goods





The less time a consumer has to respond to a price





Demand is __________, as one could easily find a replacement





Demand is __________, as the product will consume a lower portion of the income








Demand is __________, as the product will consume a higher portion of the income





Demand is __________ needs the good or service no matter the price





Demand is __________ as one doesn’t really need this good or service. 








Demand is __________





Demand is __________, as consumers will rush to buy the product





The more time a consumer has to respond to a price





Demand is __________, as consumers will not rush to buy the product











