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Chapter 9 When will price change?

Ceteris paribus…… let’s study what are the other factors

9.1 Change in Quantity Demanded versus Change in Demand

A. Change in Quantity demanded

It could be represented by a movement along the same demand curve.

1. Cause of change: Change in _____________ of the good

2. Numerical and Graphical Illustration






Exercise: If the quantity demanded of good X at p1 is originally q1, try to derive the new quantity demanded by increasing the price of the good from p1 to p2

B. Change in Demand

It could be represented by a shift of the entire demand curve. 

1. Cause of change: Change of various factors except price.

2. Numerical and Graphical Illustration





Exercise: If people are willing to buy one more units of good X at all prices, draw the new demand curve for good X above.

C. Factors affecting Demand

1. Change in Consumers’ Income

	
	Income
	Consumption

	Normal Good (Superior Good)
	Increase
	Increase

	Inferior Good
	
	Decrease


When income increases, we consume more normal goods but less inferior goods.

Examples:

Normal Goods: ______________________________

Inferior Goods: ______________________________

2. Change in the prices of related goods

i. Substitutes – competitive demand

As consumers could substitute one good for another, a _________ in price of a substitute (Y), which leads to an ___________ of the quantity demanded of that substitute (Y), would lead to a _________ in demand of another good (X), and vice versa.

Examples: _______________ and _______________

ii. Compliments – joint demand

As consumers would consume the pair of compliments together, a _________ in price of a substitute (Y), which leads to an ___________ of the quantity demanded of that compliment (Y), would lead to a _________ in demand of another good (X), and vice versa.

Examples: _______________ and _______________

3. Tastes of consumers

i. Advertisements or News about a product

Examples: ______________________

ii. Fashion

Examples: ______________________

4. Price expectations of consumers

Consumers’ expectation matters. If a consumer expects the price of a good to _________, he would probably buy _________ than he actually demands originally before the price __________, and vice versa. 

Examples: _______________________

5. Derived Demand

The change in demand for a good may cause a change in demand for the factors of production that are used to produce the good. 

Examples: ______________________

6. Number of consumers in the market

More consumers, more demand. It’s horizontal summation.

7. Other factors

Government policy, weather etc.

9.1 Change in Quantity Supplied versus Change in Supply

A. Change in Quantity supplied

It could be represented by a movement along the same supply curve.

1. Cause of change: Change in _____________ of the good

2. Numerical and Graphical Illustration






Exercise: If the quantity supplied of good X at p1 is originally q1, try to derive the new quantity supplied by increasing the price of the good from p1 to p2

B. Change in Supply

It could be represented by a shift of the entire supply curve. 

1. Cause of change: Change of various factors except price.

2. Numerical and Graphical Illustration





Exercise: If people are willing to sell one more units of good X at all prices, draw the new supply curve for good X above.

C. Factors affecting Supply

1. Change in the cost of production

If the cost of production increases, the producer would probably prefer to put the resources in other production possibilities. Hence the supply curve would shift to the left. 

2. Change in the price of related goods

i. Competitive supply

The _____________ in quantity supplied of one good will lead to a ___________ in the supply of another good, vice versa. It is because goods in competitive supply would make use of similar resources in production. 

Examples: ___________________

ii. Joint supply

If the quantity supplied of one good leads to a change in the supply of another good in the __________ direction, vice versa. It is usually because one good is the by-product of the other. 

Examples: ___________________

3. The state of technology

With the same level of resources, more goods could be produced when technology improves. Hence the supply curve would shifts to the right.

4. Price expectations of producers

For the same reason as demand, if the producer expects a price __________, he would probably hold _________ stocks for sell in the near future. 

5. Number of producers in the market

Horizontal Summation

6. Other factors

Government policy, weather etc

9.3 Effects of changes in Demand and Supply (Textbook p.72-76)

A. Change in Demand

B. Change in Supply

C. Changes in both Demand and Supply
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