AS90983 – Demand 

A consumer is a person who buys (or uses) a finished good or service to satisfy their needs and wants. 

Individual (consumer) demand – 



The demand schedule – a table showing the quantities of a commodity (good or service) a consumer is willing and able to pay for over a series of prices.

   Dave’s demand for Mars Bars (per week)    ____________________________________

 (
T - 
itle
A - 
xis
L - 
abel
L - 
ine
)         
	Price ($)
	Quantity demanded

	0.25
	14

	0.50
	12

	0.75
	10

	1.00
	 9

	1.25
	 8

	1.50
	 7

	1.75
	 3

	2.00
	 1


The demand curve slopes downwards to the right; the curve is _______________ sloped, i.e. as price ___________ the quantity demanded ____________. This is consistent with the law of demand.
  
Law of demand – as the price of a commodity ________________, the quantity demanded _________________, ceteris paribus (CP). 

Ceteris paribus (CP) – is a Latin term, which means ‘all other factors remain unchanged’. In order to clearly identify the relationship between two variables (in this case price and the quantity demanded), it is assumed all other factors are held equal or constant. 
Movements along a demand curve
A movement along a demand curve can only be caused by a change in price (assuming ceteris paribus).  

Decrease in Quantity Demanded

 (
As the 
law of demand 
states: as the price increases from $_____ (P1) to $_____ (P2), the quantity demanded __________ from ____ (Q1) to ____ (Q2) per week. There is a 
movement along
 (up) the demand curve from point ____ to point ____.
)


Increase in Quantity Demanded

 (
As the 
law of demand 
states: as the price decreases from $180 (P1) to $140 (P2); the quantity demanded rises from 4 (Q1) to 8 (Q2) per week. There is a 
movement along
 (down) the demand curve from point A to point B.
)

 (
ONLY
 a change in 
price
 will cause a change in the 
quantity demanded
 (
ceteris paribus
) and a 
movement along
 
the demand curve.
)





Shifts of a Demand Curve

If another factor, other than price, changes then this will cause a shift of the demand curve itself (the ceteris paribus condition will be broken). At each and every price there is an increase or decrease in the quantity demanded, so we must draw another, new and separate demand curve. This is called a change in demand.  
 
                           An Increase in Demand              	                  A Decrease in Demand




     
 (
A change in a 
non-price
 factor will cause a change in 
demand
 and a 
shift
 of the demand curve. 
Ceteris paribus
 no longer applies.
)

  



Non-price factors 
1) Changes in Income
An increase in a consumer’s disposable income will cause an increase in demand and a shift of the demand curve to the right. When incomes increase, consumers are able to buy a greater quantity of goods and services at each price level. 

Consumers’ disposable income increases as a result of:
· 
· 
Goods can be classified as either normal or inferior goods:
· Normal Goods – 



· Inferior Goods – 



2) Changes in Consumers’ Tastes and Preferences




3) Changes in the Price of Substitute Goods
Substitute goods are goods that can be used in place of each other, e.g. snowboards and _________, butter and ______________, ____________ and ____________.

Example – At a local dairy, an increase in the price of a can of Coke causes a decrease in the _________________ of cans of Coke. This will result in a __________________ the demand curve for cans of Coke (shown below). This increase in the price of a can of Coke leads to an ____________ in demand for cans of Pepsi. Cans of Pepsi have become relatively cheaper so people will buy more at each price. The demand curve for Pepsi will _____________ to the ___________ (shown below).

                                        Demand for Coke                                         Demand for Pepsi


 		   
4) Changes in the Price of Complementary Goods
Complementary goods are goods that are usually consumed or used together with another good (in conjunction with each other), e.g. DVD player and __________________,       petrol and __________, _____________ and _______________. 

Example – An increase in the price of cars causes a decrease in the ___________________ of cars. This will result in a __________________ the demand curve for cars (shown below). The increase in the price of a car leads to a _____________ in ______________ for petrol. As people are buying fewer cars the demand for petrol will fall at each price. The demand curve for petrol will ___________ to the ___________ (shown below).

                                Demand for Cars                                          Demand for Petrol


                
Market Demand

A market is made up of all the consumers of a particular good or service, e.g. the Auckland car market. 

[bookmark: _GoBack]Market demand – 



The market demand curve and schedule show the quantities that will be bought by all consumers of a commodity in the market at each price. To calculate, add the quantity demanded by all individuals horizontally at each price.
               		   

Market Demand Schedule for Ice Creams (per week) 

	Price ($)
	Sione’s quantity demanded 
	Pam’s quantity demanded
	Mei’s quantity demanded
	Market quantity demanded

	1.00
	4
	4
	5
	

	1.50
	3
	4
	4
	

	2.00
	3
	
	3
	  9

	2.50
	2
	2
	
	  6

	3.00
	
	1
	2
	  4
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