
Explain how a higher price and a lower price affect consumers and producers.

     Price is the amount of money expected, required, or given in payment for something also know as the cost. Consumer is the person who purchases goods and services for personal use. Producer on the other hand is a person that makes, grows, or supplies goods or commodities for sale. The prices of good and services can be higher or lower to producers and consumers affecting them differently.
  The higher the price of a product, the lesser units will be sold. By contrast, products selling at prices lower than the market rate are assumed to sell at a higher volume, the higher the price, the more suppliers are likely to produce. Conversely, buyers tend to purchase more of a product when the price is low.
   As the price of a good goes up, consumers demand less of it and more supply enters the market. If the price is too high, the supply will be greater than demand, and producers will be stuck with the excess products.
   High inflation reduces the purchasing power of consumers, because higher prices mean consumers having to prioritise the spending. It usually leads to a drop in demand for luxury goods. Producers struggle with inflation due to rise in cost of raw materials and labour. Because of inflation, workers demand higher wages and suppliers to the producers face the same issue.
    A decrease in price has a substitution effect and an income effect. The substitution effect says that because the product is cheaper relatively to other things the consumer purchases, he or she will tend to buy more of the product.
The higher the price, the more suppliers are likely to produce. Conversely, buyers tend to purchase more of a product the lower its price. The equation that spells out the quantities consumers are willing to buy at each price is called the demand curve.
  Yes, buyers prefer low prices to high prices. This is because every person aims at spending less money and gaining more goods. Also, this is evident in the demand curve, where a price increase leads to a drop in the number of products demanded.
   The law of demand states that if all other market factors remain constant, a relative price increase leads to a drop in the quantity demanded. Inelastic demand means consumers are more willing to buy a product even after price increases. High elasticity means even small price increases may significantly lower demand.
 Rising prices will reduce demand if consumers are able to find substitutions. They will have less of a dampening effect on demand when alternatives are not available. Healthcare services, for example, have few substitutions, and demand remains strong even when prices increase.
The increase in price will cause the profits of producers to go up motivating them to produce more of the goods. As producers bring more of their products, the price will begin to fall, motivating consumers to purchase greater quantities of the good.
  Naturally, producers always would like to charge higher prices. But even if they have no competitors, they are limited by the law of demand. If producers insist on a higher price, consumers will buy fewer units. The law of supply puts a similar limit on consumers.
  The law of supply states that there is a positive relationship between price and quantity supplied. Sellers like to make money, and higher prices mean more money. High prices discourage consumption and encourages production, low prices increase consumption and discourages production.
This is inflation's primary and most pervasive effect. An overall rise in prices over time reduces the purchasing power of consumers since a fixed amount of money will afford progressively less consumption. Consumers lose purchasing power regardless of what the inflation rate is.
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