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Lesson 2 Shifts in Demand


Changes in Demand
The law of demand relates to how price affects demand when all other factors stay the same. When we assume that nothing besides the price changes, economists call this assumption ceteris paribus. Ceteris paribus is a Latin phrase that means “all other things held constant.”
Sometimes increases or decreases in demand are not connected to price. Other factors can also come into play, such as news reports or weather. When these other factors change, we no longer move along the demand curve. Instead the entire curve shifts. This shift of the entire curve is what economists refer to as a change in demand.
Reading Check What does a shift in the demand curve indicate about demand for a particular good?



[bookmark: _GoBack]The Non-Price Determinants of Demand
These other factors that can affect demand are called non-price determinants. Many factors can shift the demand curve. Changes in income is one example. Higher income causes people to buy more of most goods at every price level. Similarly, a decrease in income causes demand for most goods to fall. 
Our consumer expectations about the future can affect our demand for certain goods today. For example, if you find out that a bicycle you’ve been wanting to buy is going to increase in price next week, you might buy it today.
Changes in demographics also affect demand. Demographics are the statistical characteristics of populations, such as age, race, gender, occupation, and income level. Growing ethnic groups can create shifts in demand for goods and services. As the purchasing power of certain groups grows, firms will devote more of their resources to producing goods demanded by these consumers.
Changes in the size of the population will also affect the demand for most products. This is because a larger population increases the demand for houses, food, and many other goods and services.
Advertising and fashion trends can also have a big effect on consumer demand. Companies spend money on advertising hoping to increase the demand for the goods they sell.
A change in demand for one good can shift demand for other goods. Complements are two goods that are bought and used together. People who buy skis are likely to buy ski boots, so a change in one will affect the other. Substitutes are goods used in place of one another. When people buy more snowboards, they will buy fewer skis.
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Reading Check How do non-price determinants affect demand?



✓ LESSON CHECK How does a change in demand relate to a demand curve?
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