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Demand Curves /

Your notes

Anintroductionto demand

= Demandis the amount of a good or service that a consumer is willing and able to
purchase at a given price in a given time period

= Effective demand is demand supported by the necessary purchasing power (the
ability to pay)

= |faconsumeriswilling to purchase a good, but cannot afford to, it is not effective
demand

= Ademand curveis a graphical representation of the price and quantity demanded (QD)
by consumers

= |f the data were plotted, it would be an actual curve. Economists, however, use
straightlines so as to make analysis easier

= Thelaw of demand states that thereis aninverse relationship between price and
quantity demanded (QD), ceteris paribus

= Whenthe pricerises, the QD falls

= Whenthe price falls, the QDrises

Individual and market demand
= Marketdemand is the combination of all the individual demand for a good or service
= |tis calculated by adding up the individual demand at each price level

The Monthly Market Demand for Newspapers in a Small Village

Customerl Customer 2 Market Demand

8 12 20

= Individual and market demand can also be represented graphically

Market demand for children's swimwear
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Boys, girls and total customer demand curves for children's swimwear in July

Diagram analysis
= Ashop sells bothboys'and girls' swimwear.

= InJuly, ata price of $10, the demand for boys' swimwearis 500 units and girls'is 400
units

= Ataprice of $10, the shop's market demand during July is 900 units

Movements along the demand curve

= |If priceis the only factor that changes (ceteris paribus), there will be a change in the
quantity demanded (QD)

= This changeis shown by a movement along the demand curve

Movement along the demand curve
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A demand curve shows a contraction in quantity demanded (QD) as prices increase and
an extension in quantity demanded (QD) as prices decrease

Diagram analysis
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= Anincreaseinprice from£10 to £15 leads to a movement up the demand curve from ,
pointAtoB

Your notes
= Duetotheincreasein price, the QD has fallen from 10 to 7 units
= Thismovementis called a contractionin QD
= Adecreaseinprice from£10 to £5 leads to amovement down the demand curve from
pointAtopointC
= Duetothe decreaseinprice, the QD hasincreased from 10 to 15 units
= This movementis called an extensionin QD
The determinants of demand
= There are numerous factors that will change the demand for a good or service,
irrespective of the price level
= Collectively, these factors are called the determinants of demand and include
= Changesinrealincome
= Changesintastes/preferences/fashion/trends
= Advertising and branding
= Changesinthe price of related goods (substitutes and complements)
= Changesinthe population size and structure
= Future price expectations
Shifts of the entire demand curve
= Changesto each of the determinants of demand shift the entire demand curve (as
opposed toamovement along the demand curve)
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A graph that shows how changes to any of the conditions of demand shifts the entire
demand curve left orright, irrespective of the price level
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= Forexample, if afirmincreases theirInstagram advertising, there willbe anincreasein /
demand as more consumers become aware of the product

Your notes
= Thisis ashiftindemand from D to Dy. The price remains unchanged at £7 but the
demand has increased from 15 to 25 units
lllustrating changes to the determinants
of demand
1. Achangeinrealincome
= Real Income determines how many goods/services can be enjoyed by consumers
= |Inmost cases, thereis adirectrelationship betweenincome and demand forgoods and
services
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A graph that shows how changes to any of the conditions of demand shifts the entire
demand curve left orright, irrespective of the price level
= Ifincomeincreases
= Demandincreases and shiftsright (D—D,)
= Ifincome decreases
= Demand decreases and shifts left (D—D,)
2. Change in consumer tastes and preferences
= |f goods and services become more fashionable, then demand for themincreases
= Thereis adirectrelationship between changesin consumer preferences and demand
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A graph that shows how changes to any of the conditions of demand shifts the entire
demand curve left orright, irrespective of the price level
= |f preference foraproductincrease
= Demandincreases and shiftsright (D—D,)
= |f preference foraproduct decrease
= Demand decreases and shifts left (D—D,)
3. Improved advertising and branding
= |f more money is spent on advertising or branding, then demand for goods and services
willincrease as more consumers become aware of the product
= Thereis adirectrelationship between branding or advertising and demand
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A graph that shows how changes to any of the conditions of demand shifts the entire
demand curve left orright, irrespective of the price level
= |f advertising or brand awareness of a product increases
1’ SaveMyExams © 2026 Save My Exams, Ltd. Get more and ace your exams at savemyexams.com

Study copy distributed by EduResource ZA | eduresourcza.com

6


https://www.savemyexams.com/?utm_source=pdf
https://eduresourcza.com

= Demandincreases and shifts right (D—D) ,
= Ifadvertising or brand awareness of a product decreases Your notes

= Demand decreases and shifts left (D—Dy)

4. Changesinthe prices of substitute goods

= Changesinthe price of substitute goods willinfluence the demand fora
product/service

= Thereis adirectrelationship between the price of good A and demand for good B

= Forexample, the price of a Sony 60" TV increases so the demand for LG 60" TV
increases

PRICE
(%)

25 QUANTITY

A graph that shows how changes to any of the conditions of demand shifts the entire
demand curve left orright, irrespective of the price level

= |f the price of good Aincreases
= Demand forgood Bincreases and shifts right (D—D)
= If the price of good A decreases

= Demandforgood B decreases and shifts left (D—D>)

5. Changesin the prices of complementary goods

= Changesinthe price of complementary goods willinfluence the demand for a product
or service

= Thereis aninverse relationship between the price of good A and demand for good B

= Forexample, the price of printerinkincreases so the demand forink printers
decreases
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PRICE
(%)

25 QUANTITY

A graph that shows how changes to any of the conditions of demand shifts the entire
demand curve left orright, irrespective of the price level

= |f the price of good Aincreases
= Demand forgood B decreases and shifts left (D—D,)
= |f the price of good A decreases

= Demand forgood Bincreases and shifts right (D—D,)

6. Changes in population size or distribution

= |f the population size of a country changes over time, then demand for goods and
services will also change

= Thereis adirectrelationship between the changes in population size and demand

= Demand will also change if there is a change to the age distributionin a country, as
different ages demand different goods and services

= Forexample, anageing population willbuy more hearing aids
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A graph that shows how changes to any of the conditions of demand shifts the entire ,
demand curve left orright, irrespective of the price level

Your notes
= |f the populationincreases
= Demand increases and shiftsright (D—Dy)
= Ifthe population decreases
= Demand decreases and shifts left (D—Dy)
.
Examiner Tips and Tricks
The difference between a movement along the demand curve and a shiftin demand
is essential to understand
When price changes (ceteris paribus), there is a movement along the demand curve
resulting in a change to quantity demanded, whichis a contraction or extension
When a condition of demand changes, there is a shift of the entire demand curve,
resulting in a change to demand, whichis anincrease or a decrease indemand
L
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Supply Curves /

Your notes
Anintroduction to supply
= Supply is the amount of a good or service that a producer is willing and able to supply
atagiven price in a given time period
= Asupply curveis a graphical representation of the price and quantity supplied by
producers
= |f the data were plotted, it would be an actual curve. Economists, however, use
straightlines so as to make analysis easier
= The supply curve is upward sloping, as there is a positive relationship between the price
and quantity supplied (QS)
= Rational profit maximising producers would want to supply more as pricesincrease
in order to maximise their profits
= Thelaw of supply states that there is a positive (direct) relationship between quantity
supplied and price, ceteris paribus
= Whenthe pricerises, the QSrises
= Whenthe price falls, the QS falls
Individual and market supply
= Market supply is the combination of all the individual supply fora good or service
= |tiscalculated by adding up the individual supply at each price level
The Monthly Market Supply of Bread from 4 Bakeries in a Small town
Bakery 1 Bakery 2 Market Supply
500 400 900
Individual and market supply curves
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Market supply for smart phones in December is predominantly a combination of iPhone
and Samsung supply

Diagram analysis

= |nNew York City, the market supply for smartphonesin Decemberis predominantly a
combination of iPhone and Samsung supply

= Ataprice of $1000, the supply of iPhones is 300 units and the supply of Samsung
phonesis 320 units

= Ataprice of $1,000, the market supply of smartphones in New York City during
Decemberis 620 units

Movements along the supply curve

= |f priceis the only factorthat changes (ceteris paribus), there willbe a change in the
quantity supplied (QS)

= This changeis shown by a movement along the supply curve
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There is an extension in quantity supplied (QS) as prices increase and a contractionin
quantity supplied (QS) as prices decrease

Diagram analysis

= Anincreaseinprice from£7to £9leads to a movement up the supply curve from point A
toB

= Duetotheincreasein price, the quantity supplied hasincreased from 10 to 14 units
= Thismovementis called an extensionin QS

= Adecreaseinprice from£7to £4leadsto a movement down the supply curve from
pointAtoC

= Duetothe decrease in price, the quantity supplied has decreased from 10 to 7 units

4

Your notes

1’ SaveMyExams © 2026 Save My Exams, Ltd.  Get more and ace your exams at savemyexams.com

Study copy distributed by EduResource ZA | eduresourcza.com

1


https://www.savemyexams.com/?utm_source=pdf
https://eduresourcza.com

= This movementis called a contractionin QS ,

Determinants of supply Yournotes

= There are several factors that will change the supply of a good or service, irrespective of
the pricelevel

= Collectively, these factors are called the determinants of supply and include:
= Changesto the costs of production
= Changestoindirect taxes and subsidies
= Changestotechnology
= Changes to the number of firms
= Weatherevents
= Future price expectations
= Goodsinjointand competitive supply
= Changes to any of the conditions of supply shift the entire supply curve (as opposed to

amovement along the supply curve)
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A graph that shows how changes to any of the conditions of supply shift the entire supply
curve left orright, irrespective of the price level

Diagram analysis

= [fafirm's cost of productionincreases due to the increase in price of a keyresource,
then there will be a decrease in supply as the firm can now only afford to produce fewer
products

= Thisis ashiftin supply from S to S;. The price remains unchanged at £7 but the supply
has decreased from 10 to 2 units
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lllustrating changes to the determinants V4
of supply Your notes

1. Changes to the costs of production

= |f the price of raw materials or other costs of production change, firms respond by
changing supply.
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Changes to the conditions of supply shift the entire supply curve

= |f costs of productionincrease
= Supply decreases and shiftsleft (S—S;)

= Forexample, rising aluminium prices increase bicycle production costsin Malaysia,
causing supply to fall

= |f costs of production decrease

= Supplyincreases and shiftsright (§—S,)

2. Changestoindirect taxes

= Anychange toindirect taxes changes the cost of production for a firm and impacts
supply
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Changes to the conditions of supply shift the entire supply curve
= Ifindirect taxesincrease
= Supply decreases and shiftsleft (S—S;)
= Forexample, a highersugartaxin Thailand raises costs for soft drink producers,
reducing supply
= Ifindirect taxes decrease
= Supplyincreases and shifts right (S—S,)
3. Changes to subsidies
= Changes to producer subsidies directly impact the cost of production for the firm
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Changes to the conditions of supply shift the entire supply curve
= If subsidiesincrease
= Supplyincreases and shiftsright (S—S»)
= |f subsidies decrease
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= Supply decreases and shifts left (S—Sy) ,

= Forexample, the removal of farming subsidies in Argentina reduces agricultural Your notes
output

4. Changes to the state of technology
= New technologyincreases productivity and lowers costs of production

= Ageing technology can have the opposite effect

PRICE Sy
(£)

|
I
I
|
I
|
2 10 20 QUANTITY

Changes to the conditions of supply shift the entire supply curve

= Iftechnology improves
= Supplyincreases and shiftsright (S—S»)

= Forexample, new irrigation systems in Morocco help farmers produce more crops
withless water

= |f technology worsens

= Supply decreases and shifts left (S—Sy)

5. Change in the number of firms in the industry
= The entry and exit of firms into the market has a directimpact on the supply

= |f ten new firms start selling building materials in Hanoi, the supply of building material will
increase
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Changes to the conditions of supply shift the entire supply curve
= |f the number of firmsincreases
= Supplyincreases and shiftsright (S—S,)
= If the number of firms decreases
= Supply decreases and shifts left (S—S;)
= Forexample, several electronics factories close in South Africa due to constant
power outages, reducing supply
6. Weather events
= Droughts or flooding can cause a supply shock in agricultural markets
= Adrought will cause supply to decrease
= Unexpectedly good growing conditions can cause supply toincrease
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Changes to the conditions of supply shift the entire supply curve
= |f the weatheris good
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7.

= Supplyincreases and shifts right (S—S,) ,

= Forexample,idealmonsoonrains boostrice productioninIndia Your notes
If the weather is bad

= Supply decreases and shifts left (S—Sy)

= Forexample, severe droughtin Kenya reduces the coffee harvest, lowering supply

Future price expectations

If firms expect the price of agood or service to increase in the future, they will hold back
supply now to sell later at a higher price

If firms expect the price of agood or service to decrease in the future, they will sell more

now before prices fall
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Changes to the non-price determinants of supply shift the entire supply curve

If prices are expected torise in the near future
= Supply decreases and shifts left (S—Sy)
If prices are expected to fall in the near future

= Supplyincreases and shifts right (S—S,)

=

Examiner Tips and Tricks

Make sure that you explain each condition as its own point before linking it to the cost
of production, e.g. achangeinindirect taxation

Acommon error by students is to explain that a subsidy shifts the demand curve for
electric vehicles to the right. A subsidy will shift the supply curve to the right. The
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lower price, will cause a movement along the demand curve (extension of quantity ,

demanded) to create a new market equilibrium
Your notes
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