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Tyler s Demand Schedule
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dec reases. 3.00 % 1 Quantity (tacos per week)
Demand curves can be straight
or curved.
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Graphing Market Demand - PR ks £
Market demand is the sum of the individual Market Demand Schedule

quantities demanded in a market. In this case, Quantity (tacos per we ek)

the market is made up of the four consumers S, :
listed on the demand schedule. Ence (pelv'itigco) Tyﬁlgfr Ambg rA*Kayla - I:ms M —ARKET
= When plotted on a graph, the data from $0.50 11+ 105 EeT b 3. ST
the sghe'dule form a demand curve for 1,00 9 g 8 " 37
Jasmine’'s tacos. Rl ST TN g e o L8 s
7 7 6 10 30

= Point A on the curve represents 30 tacos 1.50
(7 +7 +6 + 10) demanded at $1.50 per taco. - e
At this price, Jasmine can expectto sell

30 tacos a week.

Market Demand Curve
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Market Demand Schedule | Market Demand Curves 71
Quantity (tacos per week) : Decreased Original Increased ﬁ
B | market market market 2
Decreased Original Increased | demand demand demand
Price Market Market  Market | sor-e/ ﬂ

(pertaco) Demand Demand Demand e

Increase ’,
in demand

J ek o bistin R o i | 8 o |
1.00 27 37 47 L g 150 |
, E TR T R e l ® : . :
Ly 1.50 20 30 40 . | £ 100  Decrease 1 f
l 2 — — B indemand | i
2.00 13 23 33 050 [~ | W R
/ ¥R NN | l | | | s A4 | preiy |
* 2.50 7 17 2 | 0 5 10 15 20 25 30 35 40 45 50 55
R ainn 3 TR 23 | Quantity (tacos per week)
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/ )/, 3 Factors I)T Law of d|m|n|sh|ng marglnal

.+ utility; 2) the Income Effect - scarcity of peoples’ 7
" incomes; 3) The Substitute Effect - At some

point, people will substitute a cheaper product

for a more expensive one.
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expectations, Changes in the price of
substitute goods, Changes in the price of
complementary goods (eg. hot dogs and

buns).
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Demand Shifters

All but one of the factors
listed here are demand
shifters. These shifters
can cause anincrease
or a decrease in demand
at every point along

a demand curve.

Price

A changein...
Consumer income
The number of consumers

Consumer tastes and preferences

Consumer expectations

The price of substitute goods
The price of complementary goods

Canleadto...

A shift in the demand curve

. or

Price
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A change in...
Price

Canleadto...

Movement along the demand curve

Price

1

Quantity ;:‘
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rice also pays a crucial role for producers Y

The lower the price, the fewer products  /

that producers are willing to sell.

y
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’ 1.00

1.50

2.00

2.50

Quantity
(tacos per week)
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Jasmlne s Supply Schedule
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$3.00
2.50
2.00

1.50

Price (per taco)
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Quantity (tacos per week)
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), The Law of Supply says that price and
quantity move in the same direction.
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VL ,/, | ’ producélon When prlces faII producers i 4
are likely to cut production. /
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C

\)/ Market entries and exits - Producers
enter and exit markets for profit
reasons.
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ﬁ,, Change'in technology.
), Change in producer expectations.

), Change in government policy (subsidies and
excise tax).
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Market Supply Schedules

Quantity (tacos per week)

Decreased Original Increased

Price Market Market  Market
(pertaco) Supply Supply  Supply
$0.50 150 350 550
1.00 300 500 700
1.50 550 750 950
2.00 750 950 1,150
2.50 1,000 1,200 1,400

3.00 1,300 1,500 1,700

$3.00
2.50
2.00
1.50
1.00

Price (per taco)

0.50
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Market Supply Curves
Decreased  Original
market market
supply supply
i \ | \ _®
—  Decrease \,_.f.'f ¥ o \
in supply P ~  Increased
= //‘ market
B X A supply
= Ay iy~
3 ., ‘ | < :
/ V4 \ Increase
. @ | '+ in supply
S8 4O, S, 5 :
l 15 W O Rl [ l |
200 400 600 800 1,000 1,200 1,400 1,600

Quantity (tacos per week)
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Supply Shifters
All but one of the factors Achangein... A changein...
listed here are supply The cost of inputs Price
shifters. These shifters The number of producers
can cause an increase Conditions due to disasters or crises
or a decrease in supply Technology

Producer expectations

at every point along a .
Government policy

supply curve.

Canleadto... Canleadto...
A shift in the supply curve Movement along the supply curve
8 —>f g f
& or a
St S | 5,
Quantity

Quantity
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)/, Demand for luxury items can be elastic
(responsive to change in price. eg. an
energy bar).
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demand elasticity -

Example 1: Inelastic Demand

ippose the price of toothpaste were to rise from $2.00 to
L00. This is a 50 percent increase in price. Also suppose
insumers reacted to this price rise by buying 9 percent
wer tubes of toothpaste. The elasticity calculation would
ok like this:

demand elasticity = ::f—{, = 018

e result is less than 1, This means demand for toothpaste
this market s relatively inelastic. The relatively steep slope
the demand curve for toothpaste confirms this finding.

Toothpaste Demand Curve
$4.00

- 3 50% incroase in price

Price (per tube)

|leads 10 a 9% decroase
n quantity demanded \

I =
5000 10000 15000 20,000 25000
Quantity (tubes per week)

percentage change in price

asult of greater than 1 is elastic. A result of less than 1is inelastic

Example 2: Elastic Demand

Now suppose the price of energy bars rose 50 percent, from
$2.00 10 $3.00. And suppose consumers reacted to this price ¥
increase by buying 80 percent fewer bars. The elasticity
calculation would look like this:

demand elasticity = g% =14

The result is greater than 1. This means demand for energy
bars in this market is relatively elastic. The flatter slope of
the demand curve for energy bars confirms this finding.

Energy Bar Demand Curve

$3100

A
\
<2 T 50% increase in price
s 200
=
g
S
e
2
a 100 - leads 10 an 80% decrease
in quantity demanded
<y
0 5,00 10,000 15,000 20,000
Quantity (bars per week)
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Elasticity of Demand and the Total Revenue Test
The total revenue test is a way to calculate elasticity of demand. The total revenue of a good or service
is calculated by multiplying the quantity sold by the price.

L

= The table on the left shows a product with relatively inelastic demand: toothpaste. Raising the price
of this product in this market will likely have a small effect on sales and increase total revenue.

= The table on the right shows a product with relatively elastic demand: energy bars. Lowering the
price of this product in this market will likely increase sales and total revenue.

Revenue Table for Toothpaste Revenue Table for Energy Bars

Quantity Total | Quantity Total

Price (tubessold Revenue Price (barssold  Revenue
(per tube) per week) (perweek) . (per bar) per week) (per week)
$1.50 23, 000 $34,500 , $2.00 20, 000 $40 000

22, 000 44, 000

21,000
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Tlme heeded to adjust to a price change.



r

J,J,),)l/ r‘LL)/.Jf‘Jr/ ]G RLTENACLO
Lrlat Uls f.‘ i'

V. AW}
SUPPI YN EaSUTEIO
ISTUVITYSTO Bl 1 GENGN AT S ES?

uma\‘r“tr.,g I/ v.—.}J -

/ﬁ’ i ”7/ 07, '/ W, ’/ A, ”’,y 74

F/actors of Influence: /|)Aval|ébl|lt)' oty 7/ /
Inputs 2) Mobility of Inputs 3) Storage 1 7/
Capacity 4) Time needed to adjust to a

_price change.
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\/, Producers are always looking to increase
profits, and are willing to supply more
when prices go up.
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