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 PRICE THEORY 

Memo for activity posted on the 27/04/2020 

 

Solution 

a) People’s basic need to survive dictates that they need the same things in order to 
survive, namely food, shelter, clothing, love, etc. Because people’s personalities, 
interests and desires differ, their wants will differ. Some people want the latest 
fashion clothing, others want a nice house, and others want to live in the limelight.  

b) If Rina suddenly doubled her biscuit price, she would lose her customers, just like 
Chico did. The customers would not be willing to pay double for a product. They 
would seek a producer who could supply their want for biscuits at a lower, more 
affordable price.  

c) The consumers are those who are willing to buy the products at a certain price at 
a specific time.  

d) Demand is how much of a product consumers are willing to buy at a certain price 
at a specific time. Needs are those things without which people cannot do. Wants 
are those things you can do without, but which you desire. 

 

______________________________________________________________________ 

Law of Demand and Demand Schedule  
 
Introduction 

 
In order to make bartering and business transactions possible, it is necessary that 
the value of a product be expressed by the dealer in terms of a monetary amount, or 
as we know it, a price.  
It is common for us to walk into a shop and compare the prices of products on the 
shelves in order to decide which product(s) we want to buy.  However, the question 
is: How are these prices determined? 
 
The price that a consumer is willing to pay for a product depends mainly on (1) how 
urgent his need is and (2) the amount of money that the consumer has available.  
 
When consumers are willing and able to buy a product; when consumers have 
purchasing power and the means to buy it (money). 
 
Here we have to do with the DEMAND for a product or products that is / are valid at 
a specific price, in specific numbers / quantity and at a specific time.  Once again it is 
possible that the indicated prices and numbers / amounts may differ from day to day. 
 
 
What determines demand for products: 
 

1. Price of product 

2. Price of other products 

3. Income of consumers 



4. Taste/ preference of consumers 

5. Change in population 

6. Future price 
 
The price that is given to a product by a dealer depends on (1) the price that he paid 
for the product and (2) the price at which he is prepared to sell the product (Goods/ 
services that producers plan to sell).  
 
This raises the principle of DEMAND for a product or products at a specific price, in a 
specific quantity or number (of the product) and at a specific time.  As a simple 
example one can refer to the municipal fresh produce market or an auction where 
livestock is sold.  Note that at such markets the sellers and the prices that they ask 
for their products, as well as the number of products available, can differ from day to 
day. 
 
What determines supply for products: 

1. Price of product 
2. Price of other products 
3. Price of factors of production/ inputs 
4. Technology 
5. Future price 
6. Competition 

 
Activity 1:  
 
The relationship between demand, supply and price (Individual activity)  

1. Answer the questions in your workbook.   
 
Example:  
Question: Why do people buy more grapes in December than in July? 
Answer: People buy more grapes in December than in July because grapes are a 
summer fruit. More farmers sell their grapes in summer. The supply is high and the 
prices are lower because the demand is satisfied easily.                         [2 marks] 
 
a)       Why are oranges more expensive in December than in July?            [2 marks] 
 
b)       Why is holiday accommodation more expensive during peak holiday  
           seasons?          [2 marks] 
 
c)  Why do clothing stores have sales at the end of the winter and  

summer seasons?        [2 marks] 
 
2. Record your answers in table format.      [9 marks] 
 

 

 

 Demand Supply  Price  

Example: Grapes in December High  High Low 

1. Oranges in December  
 

  

2. Holiday accommodation during 
peak holiday season 

   

3. Clothing sales at the end of 
winter and summer seasons 

   


