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CLASS 9 SOCIAL SCIENCE – PART 1 

Chapter 9: The Price Puzzle: What Drives the Market 

Exam-Preparation Notes 

1. Meaning of a Market and Price Determination 
Prices of goods and services are influenced by two forces: demand and supply. Prices may change with 

seasons, festivals, trends, available quantities, expectations and other conditions. 

Demand reflects buyers’ willingness and ability to buy. Supply reflects sellers’ willingness and ability to 

offer goods or services for sale. 

Price determination occurs through the interaction of demand and supply. When demand is greater than 

supply at a price, prices tend to rise; when supply is greater than demand, prices tend to fall. 

2. Demand 
Demand is the quantity of a product that consumers are willing and able to buy at a particular price, 

considering factors such as needs, preferences, season, trends and income. A desire alone is not demand 

unless the buyer also has the ability or purchasing power to buy. 

The Law of Demand describes an inverse relationship between price and quantity demanded: other 

factors remaining constant, when price rises, quantity demanded generally falls; when price falls, 

quantity demanded generally rises. 

Individual demand is the quantity a particular consumer wants to buy at different prices, keeping other 

factors constant. A demand schedule lists these quantities; a demand curve represents them graphically. 

Market demand is the total quantity demanded by all buyers at different prices. It is calculated by adding 

the quantities demanded by individual consumers at each price. 

3. Textbook Example: Individual and Market Demand 
Srivalli’s individual demand for mangoes: at ₹150 per kg she buys 1 kg; at ₹100 per kg she buys 2 kg; at 

₹50 per kg she buys 3 kg. 

At the same prices, the textbook gives demand for three consumers as follows: at ₹150, Srivalli 1 kg, 

Alex 2 kg and Israt 3 kg, giving market demand of 6 kg; at ₹100, their quantities are 2 kg, 4 kg and 6 kg, 

giving 12 kg; at ₹50, their quantities are 3 kg, 6 kg and 9 kg, giving 18 kg. 

The demand curve slopes downward. In the textbook’s example, the market demand curve is flatter than 

Srivalli’s individual demand curve because the total quantity response across all buyers is larger. 

4. Other Determinants of Demand 
Prices of related goods: Substitute goods can replace one another, such as tea and coffee or mangoes and 

bananas. If the price of one substitute rises, demand for the other may increase. 
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Complementary goods are generally used together, such as smartphones and earphones, cars and petrol, 

or printers and cartridges. A change affecting demand for one may also affect demand for the other. 

Income: A rise in household income can allow consumers to buy more goods or choose higher-quality 

products. The exact effect can depend on the good. 

Tastes and preferences: Consumers’ likes and preferences influence what they buy. A consumer may 

continue to prefer a product even when an alternative is cheaper. 

Population and its composition: Population size and age or occupational composition affect the types 

and quantities of goods and services demanded. 

Diminishing marginal utility: The additional usefulness or satisfaction from consuming successive units 

of a product may decline. As the additional utility falls, willingness to pay for additional units may also 

decrease. 

Seasonality: Weather, festivals, cultural habits and the academic calendar can change demand for 

products such as sweaters, festive sweets and school supplies. 

Future expectations: If consumers expect prices to rise, they may buy sooner, increasing present 

demand. If they expect future discounts or lower prices, they may postpone purchases, reducing present 

demand. 

5. Supply 
Supply is the quantity of a product that sellers are willing and able to offer at a particular price. 

The Law of Supply describes a direct relationship between price and quantity supplied: other factors 

remaining constant, as price rises, quantity supplied generally rises; as price falls, quantity supplied 

generally falls. Higher prices may increase profitability and attract more sellers. 

Individual supply is the quantity offered by one seller at different prices. A supply schedule lists these 

quantities, while a supply curve represents them graphically. 

Market supply is the sum of the quantities supplied by all sellers at each price. 

6. Textbook Example: Supply Schedule 
The textbook’s individual supply example shows a seller offering 1 kg at ₹50 per kg, 2 kg at ₹100 and 3 

kg at ₹150. 

The market supply schedule gives: at ₹50, sellers A, B and C supply 1, 3 and 2 kg respectively, for a 

total of 6 kg; at ₹100 they supply 2, 4 and 6 kg, for a total of 12 kg; at ₹150 they supply 3, 7 and 8 kg, 

for a total of 18 kg. 

The supply curve slopes upward in this example because sellers offer larger quantities at higher prices. 
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7. Other Determinants of Supply 
Prices and profitability of related production alternatives: A farmer may grow more chickpeas if 

chickpea prices are high while wheat prices are low, because the relative profitability of alternatives 

affects production decisions. 

Number of sellers: More sellers can increase market supply; fewer sellers can reduce it. Changes in 

supply relative to demand can affect prices. 

Technology: Better technology can reduce production costs and allow producers to supply more. The 

chapter gives examples such as drip irrigation, weather sensors and cold storage for transporting 

mangoes to distant markets. 

Future expectations: If suppliers expect demand or prices to rise, they may increase production or hold 

back some supply for later. Expectations of lower demand may lead them to reduce production. 

Other influences mentioned in the chapter’s activities include input costs, alternative inputs, resource 

depletion, weather and disasters. 

8. Market Equilibrium 
Market equilibrium occurs when quantity demanded equals quantity supplied. At this point, there is no 

excess demand (shortage) or excess supply (surplus), and there is no immediate pressure for the price to 

change. 

Equilibrium price is the price at which quantity demanded equals quantity supplied. Equilibrium 

quantity is the quantity bought and sold at that price. 

Textbook Table 9.3: at ₹40, quantity demanded is 38 kg and quantity supplied is 6 kg, so there is excess 

demand; at ₹100, both are 12 kg, so the market is in equilibrium; at ₹150, quantity demanded is 8 kg and 

quantity supplied is 43 kg, so there is excess supply. 

Therefore, in Table 9.3 the equilibrium price is ₹100 and the equilibrium quantity is 12 kg. On the 

graph, equilibrium is shown where the demand curve intersects the supply curve. 

9. Do Markets Remain at Equilibrium? 
In theory, equilibrium is the intersection of demand and supply. In real life, markets are dynamic: 

conditions keep changing, so markets continually adjust towards new equilibrium positions rather than 

remaining permanently at one point. 

Factors that can change demand or supply include technology, wages, interest rates, wars, political 

events, pandemics, weather and natural disasters. 

The chapter’s example of the COVID-19 pandemic in 2020 explains that demand for face masks rose 

sharply, supply could not immediately keep pace, and prices rose. As suppliers adjusted and demand 

later declined, prices fell. 

Hotel room tariffs are another example of dynamic pricing. The chapter illustrates a Goa hotel charging 

₹1,500 on an off-season weekday in July, ₹8,000 on a tourist-season Saturday in December and ₹25,000 



Class 9 Social Science | Chapter 9 | Page 4 

on New Year’s Eve. Cancellations, booking speed, nearby hotel prices, events, weather and past 

booking trends may affect tariffs. 

10. Role of Government in the Market 
The chapter describes India as a market-based, regulated economy in which demand and supply 

influence prices, while the government intervenes in some situations to protect welfare and fairness. 

Regulation of unfair practices: Government measures may protect consumers, workers and producers 

from exploitation. A price ceiling is a government-imposed maximum price a seller can charge. The 

chapter gives essential medicines as an example. 

A price floor is a government-imposed lower limit on a price. The chapter uses minimum wages as an 

example of a price floor intended to help ensure workers receive a minimum level of pay. 

Monopoly: A market structure in which a single seller or producer controls the supply of a product or 

service with no close substitutes, giving it significant power over price and output. The chapter notes 

that monopoly can lead to higher prices, lower supply or poorer quality, so government regulation may 

be needed. 

The chapter names regulators including the Reserve Bank of India (RBI) for banking, the Central 

Consumer Protection Authority for consumer rights and unfair trade practices, the Telecom Regulatory 

Authority of India (TRAI) for telecommunications, and the Securities and Exchange Board of India 

(SEBI) for the securities market. 

During COVID-19, the chapter says sanitisers were declared essential commodities under the Essential 

Commodities Act, 1955, and the maximum retail price was capped at ₹100 for 200 ml bottles. It 

describes this as an emergency intervention. 

11. Public Goods 
Public goods and services are provided by the government for the benefit of citizens. The chapter’s 

examples include roads, bridges, public parks, streetlighting, national defence, sanitation and drainage 

systems. 

Some goods that benefit many people may not be supplied adequately by private companies if they do 

not generate direct profit or if people expect to benefit without contributing to the cost. The chapter 

illustrates this with a neighbourhood park. 

Government provision or funding of public goods can support social welfare, economic development 

and more equal access to essential services. 

12. Limitations of Government Intervention 
Price distortions and reduced producer incentives: If a government fixes a price below the market level, 

producers may receive less and reduce supply, potentially leading to shortages. The chapter illustrates 

this with wheat priced at ₹20 per kg when market forces would set ₹30 per kg. 
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Compliance burdens: Extensive regulations, licences, permits and procedures can increase the time and 

cost of doing business, especially for small enterprises. 

Reduced innovation and entrepreneurship: Heavy regulation and price controls can weaken incentives to 

invest in better technology, seeds, irrigation or new ideas if producers cannot earn adequate returns. 

The chapter’s central point is that intervention may be needed when markets produce unfair or 

inefficient outcomes, but excessive or poorly designed intervention can also have adverse effects. 

13. Important Definitions 
Demand: Quantity of a good or service consumers are willing and able to buy at a given price. 

Law of Demand: Other factors constant, price and quantity demanded move in opposite directions. 

Individual demand: Quantity a particular consumer wants to buy at different prices. 

Market demand: Total quantity demanded by all buyers at each price. 

Substitute goods: Goods that can replace one another. 

Complementary goods: Goods generally used together. 

Diminishing marginal utility: The additional utility from consuming successive units of a product 

declines. 

Supply: Quantity of a good or service sellers are willing and able to offer at a given price. 

Market supply: Total quantity supplied by all sellers at each price. 

Market equilibrium: Situation in which quantity demanded equals quantity supplied. 

Excess demand: Quantity demanded is greater than quantity supplied at a given price. 

Excess supply: Quantity supplied is greater than quantity demanded at a given price. 

Price ceiling: Government-imposed maximum price. 

Price floor: Government-imposed minimum price. 

Monopoly: Market structure in which one seller or producer controls the supply of a product or service 

with no close substitutes. 

Hoarding: Accumulation of goods beyond what is immediately necessary, often due to fear of shortages 

or expectations of price increases. 

Black marketing: Illegal trade in goods and services that are banned or regulated. 

Revenue: Total money a business earns from sales or other operating activities before expenses are 

deducted. 

14. Revision Flowcharts 
Price falls → Quantity demanded generally rises; Price rises → Quantity demanded generally falls 

(other factors constant). 
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Price rises → Quantity supplied generally rises; Price falls → Quantity supplied generally falls (other 

factors constant). 

Demand and supply interact → Quantity demanded equals quantity supplied → Market equilibrium. 

Quantity demanded > Quantity supplied → Excess demand / shortage → Upward pressure on price. 

Quantity supplied > Quantity demanded → Excess supply / surplus → Downward pressure on price. 

Changing demand or supply factors → Market conditions change → Prices adjust → New equilibrium 

may emerge. 

Government intervention: Unfair practices / monopoly / under-provision of public goods → Regulation 

or public provision; excessive intervention → possible distortions, compliance burdens and reduced 

innovation. 

15. Exam Practice Questions 
1. Define demand. Why is willingness alone not sufficient to constitute demand? 

2. State the Law of Demand and explain it using the textbook’s mango example. 

3. Differentiate between individual demand and market demand. 

4. Name four factors, other than the price of the good itself, that can affect demand. 

5. Differentiate between substitute goods and complementary goods, giving two examples of each. 

6. What is diminishing marginal utility? How can it influence willingness to pay? 

7. Define supply and state the Law of Supply. 

8. How is market supply calculated from individual sellers’ supply schedules? 

9. Explain how technology can affect supply. Use an example from the chapter. 

10. Define market equilibrium. Identify the equilibrium price and quantity in Table 9.3. 

11. What are excess demand and excess supply? What pressure can each place on prices? 

12. Why does the chapter describe real-world markets as dynamic? 

13. Explain price ceiling and price floor with examples from the chapter. 

14. What is a monopoly? Why might the government regulate monopoly practices? 

15. Explain why public goods may require government provision or funding. 

16. Describe three possible limitations of excessive government intervention. 

17. Explain how the COVID-19 mask example illustrates changing demand, supply and price. 

18. Use the hotel tariff example to explain dynamic pricing. 

16. Answer Hints 
1. Demand is the quantity consumers are willing and able to buy at a particular price. Purchasing power 

is necessary; desire alone is insufficient. 
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2. Other factors constant, a higher price generally reduces quantity demanded and a lower price 

increases it. Srivalli buys 1 kg at ₹150, 2 kg at ₹100 and 3 kg at ₹50 per kg. 

3. Individual demand concerns one consumer; market demand is the sum of quantities demanded by all 

consumers at each price. 

4. Examples: income, prices of related goods, tastes and preferences, population composition, 

seasonality and expectations about future prices. 

5. Substitutes can replace each other, such as tea and coffee; complementary goods are used together, 

such as cars and petrol or smartphones and earphones. 

6. It means the additional usefulness from successive units may decline. As additional utility falls, 

willingness to pay for more units may also decrease. 

7. Supply is the quantity sellers are willing and able to offer at a given price. Other factors constant, a 

higher price generally increases quantity supplied. 

8. Add the quantities supplied by all sellers at each price. 

9. Improved technology may reduce costs and allow greater production. The chapter mentions drip 

irrigation, weather sensors and cold storage. 

10. Equilibrium is where quantity demanded equals quantity supplied. In Table 9.3, price is ₹100 and 

quantity is 12 kg. 

11. Excess demand means Qd > Qs and places upward pressure on price; excess supply means Qs > Qd 

and places downward pressure on price. 

12. Demand and supply are affected by changing technology, wages, interest rates, political events, 

pandemics, weather and natural disasters. 

13. A price ceiling is a maximum price, such as the example of essential medicines. A price floor is a 

minimum price, such as minimum wages. 

14. A monopoly has one seller with significant power because there are no close substitutes. It may 

restrict supply, charge higher prices or provide poorer quality. 

15. Public goods benefit many people and may not be supplied adequately by private companies if direct 

profit is limited or people free-ride on others’ contributions. 

16. Possible limitations include price distortions and shortages, increased compliance costs, and weaker 

incentives for innovation and entrepreneurship. 

17. Demand for masks rose sharply during the pandemic while supply could not immediately keep pace, 

so prices rose. As supply adjusted and demand later fell, prices declined. 

18. Hotel tariffs change with season, booking demand, events, cancellations, nearby prices and other 

conditions; the chapter gives ₹1,500, ₹8,000 and ₹25,000 as examples for different situations. 
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