
IMPORTANCE OF DEMAND AND SUPPLY ANALYSIS

Supply and demand are both keys to economic activity. The two influence each other and impact the prices of consumer
goods and services within an economy. Consumers, expressing interest in purchasing a good or service, exhaust
available supply, generally resulting in an increase in.

It could be used metaphorically or literally; Metaphorical use to represent causal linkages in systems, like
politics and global finance, and literal use as observed in series of real collisions. Production Although supply
and demand is usually seen in the context of consumer sales, it can also affect a company's expenses. If the
demand is in increasing trend the producers should have to prepare to increase in production and vice-versa.
To determine Profit: For any business,the main objective firm is to maximize profit. Companies study
consumer behavior in an attempt to understand current and future demand. Demand is a measurement of
consumer desire and consumer spending on a particular good or service at a specific price. Natural disasters?
Then consider the factors that shift supply and demand. Other goods are known as price inelastic, meaning a
big change in prices has little effect on sales. The principle of supply and demand is that if one or both
changes, there will be a temporary imbalance in the quantity of product manufacturers are prepared to sell and
the quantity that consumers as a whole are prepared to buy. The following will shift the demand curve: a
change in income of the population, any changes in real interest rates, changes in the consumer outlook about
the economy, changes in government spending and increases or decreases in taxes. Equilibrium Equilibrium is
the point where demand equals supply. Supply and demand have an important relationship that determines the
prices of most goods and services. The relationship between supply in demand relies heavily on maintaining
an equilibrium between the two, wherein there is never more or less supply than demand in a marketplace.
Read this also:. Sales volume depends upon the market demand. If supply decreases, prices may continue to
increase. Basmati rice is only grown in Pakistan and India so based on simply supply and demand it is a
high-value crop, but it is also a low-yield export crop. So why did this happen? Poor soil conditions? For
example, if a widget factory is staffed mainly by the spouses of soldiers posted to a nearby military base and
the base then closes, the supply of labor would fall. The Law of Supply and The Law of Demand The supply
and demand model can be broken into two parts: the law of demand and the law of supply. In this sense, both
supply and demand are equally important to economic vitality. He then worked as a freelance writer with
credits including national newspapers, magazines and online work. This is why supply is upward-shaping.
Profit can be maximized when sales volume increases.


