1







[bookmark: _GoBack]Equilibrium Price in Relation to Quantity of Supply and Demand
Student Full Name
Institutional Affiliation
Instructor
Course
Due date


Equilibrium Price in Relation to Quantity of Supply and demand
 In economics, supply and demand determine the price of commodities. The demand for a commodity refers to consumers' desire to buy goods and services and pay the prices willingly. On the other hand, supply is defined as the total goods available for consumers to purchase (Barzilai, 2016). Supply and demand follow four basic principles; increase in demand, and constant supply, leading to a higher equilibrium price and decreased quantity. The second principle states that an increase in supply with unchanged demand leads to a higher quantity and a lowered equilibrium price. The third principle states that a decrease in demand with constant supply leads to a lower equilibrium price and lowered quantity. Finally, a decrease in supply with constant demand led to a higher equilibrium price and decreased quantity.
Price Regulation
The government enacts laws to govern the prices of commodities using price controls.  Price controls are divided into two; price ceiling, which regulates prices from going above a certain set level. Prices set below the equilibrium price would result in a shortage of quantity in relation to demand.  On the other hand, price floors prevent prices from going below a certain standard (Hutchinson, 2017). The price floor above equilibrium price results in the above demand-supply, resulting in a surplus of supplies. 
Price floors are the lowest prices that can be imposed on products. When supply exceeds demand, they are put in place, prompting the suppliers to lower prices to attract more customers.  Price floors are then reinforced to prevent them from falling too low. Services and commodities mostly affected by this are wages where a minimum wave is reinforced to avoid exploitation. The government controls these prices by either buying products from the market to control price floors or adding more products to control the price ceiling. Changes in the prices, however, do not change the demand and supply of products.
The price ceiling is enforced when the number of consumers is above the number of suppliers, a phenomenon that would tempt the few available suppliers to hike their prices due to monopoly. The price ceiling is a tool used by politicians to garner votes from consumers who are potential voters. An example of a price ceiling is where politicians enact rent laws to prevent an excessive increase in rent by house owners in rapidly growing urban centers.
When the government imposes price ceilings and floors in the market, a Price floor set above price equilibrium means that consumers have to pay more for products and services(Ye et al.,2018). Price floors lead to an increase in supply and decrease in demand. Advantages of price ceiling include; prevention of price gouging by suppliers. Lack of regulation of the selling price would tempt some sellers to charge outrageously high prices whenever there is a shortage of certain products.  The price ceiling, in this case, acts as a cushion for buyers. Another advantage of the price ceiling is managing an affordable cost of living in periods when inflation is high. The price ceiling allows suppliers to charge the highest price allowed, leading to increased profit margins.
The price ceiling also has disadvantages, including; discouragement of suppliers' freedom and increasing productivity because they are not at liberty to set their own products (Diduch, 2020). These lead to a long-run decline in the supply of crucial products from the market. Secondly, the price ceiling results in reduced quality of goods present in the market because suppliers often lack enough capital to reinvest. Maximum prices are associated with the development of black markets in a bid to regain control over supplies.
Decrease in Total Revenue after Increasing the Admission price
In an elastic market, an increase in the prices of goods is directly related to an increment in revenue. However, different products have different elasticity depending on the level of demand for each item among consumers. When the museum director decides to increase the admission fee, he does not take time to engage the service's elasticity. The revenue decreases since fewer people visit the museum, which indicates that the museum is an elastic commodity. An elastic product is a product whose price change contributes to a great shift in the commodity's demand. In contrast, an inelastic product is one where a change of price produces minute or no changes in demand for the product. The factors contributing to the museum admission's elasticity could include other cheaper museums, low priority to visit the museum with the increased money. 
Demand and Supply Equilibrium
Equilibrium in a commodity occurred when a product demanded equals the supply of the same product. The fact that Billy takes two cups of coffee every day despite the market price shows equilibrium in supply and demand of coffee at the restaurant from which Billy buys his coffee. 
The main Determinants for Equilibrium of Supply and Demand
Various factors determine demand including, price, where an increase in product prices decreases the demand for a product. Other non-price factors include; consumer preference, income, price of other substitutes, and the number of buyers. In cases where supply remains constant but non-price determinants of demand increase, equilibrium price will increase with increased equilibrium quantity. In this case, suppliers increase their supply but at higher prices. If non-price factors cause demand to reduce, the equilibrium price is bound to reduce, enabling sellers to sell new and lower equilibrium quality products. 
Supply is determined by non-price factors such as; production cost, technological factors, expected prices, number of sellers with the same products, and prices of related goods. If supply is increased by supply determinants, while demand remains constant, the equilibrium price remains constant (Dean et al., 2020). A decrease in supplies due to non-price supply determinant leads to a rise in equilibrium price. The demand for a particular brand of orange juice is likely to impact supply and market equilibrium.
Conclusion
Economic equilibrium is a state in which all market forces, supply, and demand balance, bringing stability to prices of commodities. Excess supplies in the market generally result in low prices, while scarcities of commodities increase the prices. Government is responsible for regulating prices by putting in place price controls, the price ceiling and the floor.
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