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Demand and Supply
[bookmark: _Toc45627358]INTRODUCTION
Supply of products and services and their demand define a market. The market is thus made of two major parties who are the seller and the buyer. The seller’s main aim is to make profit while the buyer aims at maximizing the utility acquired from the goods consumed. The sellers thus supply the amount of commodities that they are able to while the buyers consume the products and services that they are willing to consume depending on the price of the product, their preferences and tastes, the availability of other products that are possible compliments or substitutes of the product and the expectation of whether the price will rise or fall.  Consumers are considered to be rational.

[bookmark: _Toc45627359]Law of demand

From the graph, the law of demand, which state that the relationship between quantity purchased of a product and the price are related inversely is fulfilled by the demand curve that slopes downwards. Usually, any normal commodity has high demand when the price is low and low demand when the price shoots. The highest number of electronic dog feeders are demanded when the price is at $10 and the lowest is demanded at $300. 
[bookmark: _Toc45627360]Law of supply
The supply law, which states that there is a direct relationship between the commodity price and amount supplied to the market, is fulfilled by the supply curve that slopes upwards. More of a good is made available in the market when its price is high and less of it is supplied when the price is low. The highest number of electronic dog feeders are supplied when the price is at $300 and the least is supplied at $10. 
[bookmark: _Toc45627361]Market Equilibrium
The equilibrium price in this market is $120 and the equilibrium quantity is 1200 electronic dog feeders. At $120, both the suppliers and the consumers are willing to sell and buy 1200 feeders respectively. 
[bookmark: _Toc45627362]Price Floor
The imposition of the price floor of $180 by the government will lead to dumping. The buyers will not be able to pay it since it is way too much than what they can. The suppliers, since the price is higher than what they are willing to get paid, they will supply more of the feeders to the market which the buyers are not able to purchase hence dumping. 
[bookmark: _Toc45627363]Price Ceiling
The imposition of the price ceiling of $90 will lead to market deficit. The demand for the feeders will be more than the quantity supplied in the market. The price being lower than the market price, the suppliers will supply less than expected quantity while the consumers will demand more of the feeders than the amount available in the market. 

If the price of the feeders drops by 50%, their demand will rise leading to market deficit. By the price dropping, the buyers will be made better of as their purchasing power will increase. This change can be illustrated by the graph below. 


[bookmark: _Toc45627364]Income Effect
An increase in the income of the consumers will lead to increase in demand of the feeders. The consumers can easily purchase more feeders at the same price when income increases and price remains constant. This can be illustrated by the graph below. 

[bookmark: _Toc45627365]Supply Change
When the number of sellers in the market decrease, the quantity of the feeders supplied will decrease. The demand will exceed the quantity supplied leading to a deficit in the market.

[bookmark: _Toc45627366]Normal verses inferior good
[bookmark: _GoBack]A normal good experiences demand increase when income increases while an inferior good experiences demand decreases when the income of consumers increases. The demand for the feeders when income increases will depend on whether they are normal or inferior goods. If they are normal, their demand will obviously increase but will decrease if they are inferior. 


Demand and supply curves
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Demand and supply curve
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Supply and demand curves
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Demand and supply curve
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