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❖ Quantity Demanded: the amount of a good that buyers are willing and able to purchase.

❖ law of demand: the claim that, other things equal, the quantity demanded of a good falls when the 

price of the good rises.

❖ Demand curve: a graph of the relationship between the price of a good and the quantity demanded.

❖ Market Demand: the sum of all the individual demands for a particular good or service.
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Shifts in the Demand Curve: If something happens to alter the quantity demanded at any given price, the 

demand curve shifts. 

For example, suppose the American Medical Association discovered that people who regularly eat ice cream live longer,

healthier lives. The discovery would raise the demand for ice cream. At any given price, buyers would now want to 

purchase a larger quantity of ice cream, and the demand curve for ice cream would shift.

• Any change that increases the quantity demanded at every price.
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Types 
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Inferior 
good

Complements

Substitutes
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Types 
of 

goods

Normal 
good

Inferior 
good

Complements

Substitutes

A good for which, other things 
equal, an increase in income leads 
to an increase in demand
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of 
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good
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good

Complements

Substitutes
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equal, an increase in income leads 
to an increase in demand

A good for which, other 
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Two goods for which an 
increase in the price of one 
leads to a decrease in the 
demand for the other
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Variables 
that effect 

the shifts or 
movements

Income

Prices of 
Related 
Goods

Tastes

Expectations

Number of 
Buyers

Price of the 
good itself

Shifts

Movements  
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Two Ways to Reduce the Quantity

of Smoking Demanded
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❖ Quantity supplied: the amount of a good that Sellers are willing and able to sell.

❖ law of demand: the claim that, other things equal, the quantity Supplied of a good raises when the 

price of the good rises.

❖ Supply curve: a graph of the relationship between the price of a good and the quantity supplied.

❖ Market Demand: the sum of all the individual supplies for a particular good or service.
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Shifts in the Supply Curve
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Variables 
that effect 

the shifts or 
movements

Input Prices

Technology

Expectations
Number of 

Sellers

Price of the 
good itself

Shifts

Movements  
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❖ Equilibrium: a situation in which the market price has reached the level at which quantity supplied 

equals quantity demanded.

❖ Equilibrium price: the price that balances quantity supplied and quantity demanded.

❖ Equilibrium quantity: the quantity supplied and the quantity demanded at the equilibrium price.

❖ Surplus: a situation in which quantity supplied is greater than quantity demanded.

❖ Shortage: a situation in which quantity demanded is greater than quantity supplied.
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❖ law of supply and demand: the claim that the price of any good adjusts to bring the quantity 

supplied and the quantity demanded for that good into balance

❖ Shortage: a situation in which quantity demanded is greater than quantity supplied.

❖ Three Steps to Analyzing Changes in Equilibrium:

1. Decide whether the event shifts the supply or demand curve (or perhaps both).

2. Decide in which direction the curve shifts.

3. Use the supply-and-demand diagram to see how the shift changes the equilibrium price and quantity.
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Functions:

P = 10 𝑄𝑠                                                

P = 30 – 15 𝑄𝑑

Or

𝑄𝑠 = 0.1 𝑃

𝑄𝑑 = 2 – 0.06 𝑃
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Functions:

P = 10 𝑄𝑠                                                

P = 30 – 15 𝑄𝑑

Or

𝑄𝑠 = 0.1 𝑃

𝑄𝑑 = 2 – 0.06 𝑃
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Functions:

Determine the equilibrium price as well as quantity with respect to  the following functions:
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