
 

PRICE THEORY         08 JUNE 2020 

 
CHANGES IN QUANTITY DEMANDED AND SUPPLIED 
 
We have seen that there is a negative relationship between the price of the product 
and the quantity demanded of this product, which was represented by the demand 
schedule and graphically illustrated in the downward sloping shape of the demand 
curve.  There are also various other factors that may influence the quantity 
demanded of the product. 
 
We use the income of households as an example to show a change in the quantity 
of wheat demanded.  When income increases and all other factors like price of 
other products, personal preferences and weather conditions remain the same, the 
consumer will buy more of certain goods and services. 
 
When income decreases they will buy less of certain goods and services.   A 
situation could also occur where the price of another product becomes more 
expensive, for example rice.   Consumers may not be able to afford rice and 
instead they buy MORE potatoes. 
 
Demand could also increase for certain products because of an increase in 
population or a change in people’s personal preferences, like margarine instead of 
butter since margarine is less fatty than butter. 
 
Whatever, the case maybe, when demand for a product increases, more of that 
product will be brought at each price level on a demand schedule for that product. 
 
When there is a sudden reduction in the supply of a product, for instance fruit and 
vegetables may become scarce during a drought, then the price of fruit and 
vegetables will increase dramatically. 
 
In the same way other factors like technological developments in the manufacture of 
cell phone, may lead to a drop in production costs of cell phones.   As cost drops, 
the supply of cell phones will increase resulting in a drop in prices.  This means that 
the more a product is in supply, the lower the price. 
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