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Law of Demand
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as the price increases, the
quantity demanded
decreases

AND

as the price decreases, the
quantity demanded
increases

‘ (assuming ceteris paribus)
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THemand curve for an individual consumer
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Why do consumers buy goods and
services...

We know consumers have needs and
wants but what are we trying to gain
from consumption?

If we are thirsty we need water but
want a soft drink. When we consume we
are trying to get satisfied.

istat, | €O F o Ay





image8.png
Consumers purchase goods and services
to gain satisfaction — some benefit

In economics we have a name for
everything... we call this satisfaction

Utility

No actual measure of utility exists so we
make up a unit of measurement called
Utils (and measure them on a utilmeter!)
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1. Why do different people get different
amounts of satisfaction from the same
product?

2. Why do other factors (like time of day)
affect how much satisfaction we get from
a good/service?

3. Why are people prepared to pay different
amounts for the same product?

4. What happens to our satisfaction after we
consumer more and more of a good at one
time?
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Marginal utility:

Additions to total utility from
the consumption of one more
unit of a product. EG icecream

In this example the
satisfaction gained from each
ice cream was the same

Total utility:

Total satisfaction gained from
the consumption of a product

EG total satisfactionfrom 4
icecreams
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Marginal utility =

Here is some data I
prepared earlier:

number marginal total utility
of bars utility

20 20

18 38
16

Fill in the blanks





image12.png
Fill in the blanks below
The consumer gained

Here is some data I
prepared earlier:

matr-?-i"al total utility satisfaction from
ucih e —

bl their first chocolate bar and
20 20 from their 2", and
18 38 only from their third.

Their 10t bar only gave them

16
54 extra satisfaction.
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DEMAND

When consumers are willing and
able to purchase a good or a
service.

WILLING ABLE DEMAND!

want the thing must have the eg Adam
income demandsa

soccer ball

eg Adam
wants a

eg Adam has
soccer ball $40
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The quantity of a good or service that a
consumer is willing and able to
purchase at a range of prices in a

given time period.
Assuming ceteris paribus.
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