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6. Supply and Demand

Objectives
After reading this subsection you will be able to:

• Determine who are supplying "your product" or similar products
• Assess if there is a demand for your product
• Establish your target market

Supply is the quantity that producers are willing to sell at a given price. For example, the potato grower may be
willing to sell one hundred lbs of potatoes if the price is $0.75 per lb and substantially more if the market price is
$0.90 per lb.
The main factors which determine supply are:
• the market price of the product
• the cost of producing it
Market price is the current or existing price that suppliers are asking and customers are paying for a product.
You must determine the current/market price of the product you intend to supply. To do this you must investigate the
market. You may use the telephone directory/internet or visit suppliers in your area to determine how many other
persons/companies are supplying the product you intend to supply.
• Are they supplying enough to meet the needs of the market?
• Are there always shortages?
• What part of the market is usually left without?
• What are their prices?
Later, when you calculate the cost at which you can produce your product, you will be able to determine if you can
better the price of the other suppliers - your competitors. In other words, can you supply your product at a
competitive price in the required quantities?
You Can ... Then this may be your niche - your target market!

Demand is the quantity of a good that consumers are not only willing to purchase but also have the capacity to buy
at the given price per unit. For example, a consumer may be willing to purchase 2 lb of potatoes if the price is $0.75
per lb. However, the same consumer may be willing to purchase only 1 lb if the price is $1.00 per lb.
• Is there a demand for your product?
• Are the customers willing to buy your product?
• How much are they willing to pay for your product:
1. More than your competitiors?
2. The same as your competitors?
3. Less than your competitors?

Reflection
Do You think your price will be competitive?Then it is time to get CRACKING!!!!

You will learn to calculate prices in Unit 4
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