


Demand and Supply are fundamental concepts in economics that explains how prices and
quantities of goods and services are determined in a market economy.
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Demand - refers to the willingness and capacity of consumers to buy a certain quantity of

a good or service at a specific price within a given time period. It is affected by several
factors such as consumer tastes and preferences income levels, prices of related goods,
and future expectations.
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n the other hand, indicates the amount of a

good or service that producers are ready and able to sell

at various price levels over a particular period. The supply

of a product depends on factors like cost of production,

technological advancements, government policies, and JUFPLI

the availability of resources or inputs.
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Law of Demand / HI'T &1

Law of Demand and Supply
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The law of demand says that when all other factors remain the same, the price of a
good or service and its demand move in opposite directions.
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In simple words, higher price — lower demand, and lower price — higher demand.
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% Take a smartphone. If its price is high, fewer people

can afford or want to buy it. But if the price drops,
more people will buy it because it becomes affordable.
This shows the inverse (opposite) relationship between
price and demand.
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The law of supply states that when all other factors remain constant, the price of a
good or service and its supply move in the same direction.
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* If the price increases, producers supply more.
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Consider coffee beans. If the price of coffee increases,
farmers will produce and sell more because they can earn
higher profits. But if the price falls, they may reduce
production since it becomes less profitable. This shows
the direct relationship between price and supply.
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Demand and Supply Together
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Demand and supply together decide the price in a market.
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At this point, buyers and sellers agree on a price.
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If demand or supply changes, the equilibrium also changes,
which affects both price and quantity in the market.
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