CONCEPT: THE BASICS OF DEMAND

e Throughout this chapter, most of our analysis is done on the price/quantity graph:

e Demand relates to the behavior of in our perfectly competitive market.

O The quantity demanded is the amount of a good that buyers are willing to purchase at a given price.

- The demand schedule lists pairs of prices and quantities demanded.

The Law of Demand

When the price of a good rises, the quantity demanded of that good falls

What explains the Law of Demand?
e Substitution Effect e Income Effect

e The demand curve is a graph showing the relation between the price of a good and its quantity demanded.
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