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CONSUMER EQUILIBRIUM AND DEMAND  

Introduction 

• Market is where buyers and sellers interact  

• Consumers have desires regarding the price, quantity, and other characteristics of the goods   

   they want to purchase.  

 

• Producers focus on supply, costs, profits they would like to make, etc.  

• We assume two things here:   

  Voluntary exchange: participants only buy/sell when they are better off  doing so. 

   Rationality: Participants make choices in accordance with their preferences and the best    

                         use of available information. 

 

Market process 

• Objectives of market participants: 

 • Consumers (those who demand goods) want to maximise utility (happiness)  

• Producers (those who supply goods) want to maximise profits 

 

Meaning  And  Determinants Of  Demand 

What is Demand? 

Demand in terms of economics may be explained as the consumers’ willingness and ability to 

purchase or consume a given item/good. Furthermore, the determinants of demand go a long 

way in explaining the demand for a particular good. 

For instance, an increase in the price of a good will lead to a decrease in the quantity that may be 

demanded by consumers. Similarly, a decrease in the cost or selling price of a good will most 

likely lead to an increase in the demanded quantity of the goods. 
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Definition: The law of demand states that other factors 

being constant (ceteris paribus), price and quantity demand 

of any good and service are inversely related to each other. 

When the price of a product increases, the demand for the 

same product will fall. 

 

 This indicates the existence of an inverse relationship 

between the price of the article and the quantity demanded by 

consumers. This is commonly known as the law of demand 

and can be graphically represented by a line with a 

downward slope. The graphical representation is known as           

                                                         the demand curve.  

The determinants of demand are factors that cause fluctuations in the economic demand for a 

product or a service. 

 

 

BASIS FOR 

COMPARISON 

MOVEMENT IN DEMAND 

CURVE 
SHIFT IN DEMAND CURVE 

Meaning Movement in the demand curve is 

when the commodity experience 

change in both the quantity 

demanded and price, causing the 

The shift in the demand curve is 

when, the price of the commodity 

remains constant, but there is a 

change in quantity demanded due to 



THE SCHRAM ACADEMY 

CHENNAI 

 

GRADE XI ECONOMICS         BRIDGE COURSE  Page 3 

BASIS FOR 

COMPARISON 

MOVEMENT IN DEMAND 

CURVE 
SHIFT IN DEMAND CURVE 

curve to move in a specific 

direction. 

some other factors, causing the curve 

to shift to a particular side. 

Curve 

  

What is it? Change along the curve. Change in the position of the curve. 

Determinant Price Non-price 

Indicates Change in Quantity Demanded Change in Demand 

Result Demand Curve will move upward 

or downward. 

Demand Curve will shift rightward or 

leftward. 

 

 

 

 

 

https://keydifferences.com/wp-content/uploads/2016/11/movement-table.jpg
https://keydifferences.com/wp-content/uploads/2016/11/shift-table.jpg
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Kinds  of elasticity of demand 

The elasticity of demand is an economic term. It refers to demand sensitivity. In other words, it 

helps to understand how the demand for good changes is when there are changes in other 

economic variables. These economic variables include factors such as prices and consumer 

income. 

Demand elasticity is calculated as the percent change in the quantity demanded divided by a 

percent change in another economic variable.  A higher value for the demand elasticity with 

respect to an economic variable means that consumers are more sensitive to changes in this 

variable. 

Out of various determinants of demand, there are 3 quantifiable determinants of demand. 

 

The elasticity of demand = (% Change in demanded quantity)/(% Change in another economic 

variable) 

 

 

Price 
Elasticity of 

Demand

ed > 1 Relatively elastic demand. 

ed = 1 Unitary elastic demand 

ed < 1 Relatively inelastic 

demand 

ed = 

∞ 

Perfectly elastic demand 

ed = 0 Perfectly inelastic demand 

https://www.toppr.com/guides/business-economics/theory-of-demand/elasticity-of-demand/
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BASIS FOR 

COMPARISON 
ELASTIC DEMAND INELASTIC DEMAND 

Meaning When a little change in the price of a 

product results in a substantial 

change in the quantity demanded, it 

is known as elastic demand. 

Inelastic demand refers to a 

change in the price of a good 

result in no or slight change in the 

quantity demanded. 

Elasticity Quotient More than equal to 1 Less than 1 

Curve Shallow Steep 

Price and Total 

revenue 

Move in the opposite direction Move in the same direction 

Goods Comfort and luxury Necessity 

 

Test Yourself 

Q: A rise in the price of petrol will ____ the demand for cars 

a. Decrease 

b. Increase 

c. Not affect 

d. None of the above 

e. Ans: The correct answer is A. Petrol and car are complementary goods. The rise in the price 

of petrol will decrease the demand for cars in the market. 
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