


 1) Meaning of Demand.

 2) Law of Demand.
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 4) Determinants of Demand.
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 6) Increase and Decrease in Demand.

 7) Inter-connected Demand



Demand is the quantities that buyers are willing 
and able to buy at alternative prices during 
given period of the time.

QUANTITY DEMANDED- the quantity 
demanded is a specific amount that the buyer 
are willing and able to buy at one price.



 In the words of Ferguson, “Demand refers to 
the quantities of a commodity that the 
consumers are able and willing to buy at each 
possible price during a given period of time, 
other things being equal.”

 B.R. Schiller is of the view that, “Demand is the 
ability and willingness to buy specific quantity 
of a good at alternative prices in a given time 
period, ceteris paribus.”



Law of Demand states, that other things being 
equal, the demand for a good extends with a 
fall in a price and contracts with a rise in a 
price. There is an inverse relationship between 
price of the commodity and its quantity 
demanded.



 In the word of Bilas, “The Law of demand 
states that, other things being equal, the 
quantity demanded per unit of time will be 
greater the lower the price and smaller the 
higher the price.”

 According to Samuelson, “Law of Demand 
states that people will buy more at lower prices 
and buy less at higher prices, ceteris paribus, or 
other things remaining the same.”



Law of demand hold good when “other things remain 
the same.” it means factors influencing demand, 
other than price, are assumed to be constant.

Dx = F (Px ,Pr, Y,T,E)

Here Dx= Demand for commodity X; Px=Price of 
commodity X; Pr=Price of other (related) goods; 
Y=Income of the consumer; T= taste; E= 
expectation of the consumer.

Assumptions of the law of demand are that all the 
determinants of demand other than the Px remain 
unchanged.                          



INDIVIDUAL DEMAND 
SCHEDULE

MARKET DEMAND 
SCHEDULE

DEMAND SCHEDULE



 DEMAND SCHEDULE-Demand schedule is a 
table that shows different  prices of a good and 
the quantity of that good demanded at each of 
these price.

 INDIVIDUAL DEMAND SCHEDULE-
Individual demand schedule is defined as the 
table which shows quantities of a given 
commodity which an individual consumer will 
buy at all possible price at a given time.



Price per unit

(in Rs)

Quantity demanded

(units)

1

2 

3

4

5

5

4 

3 

2

1                                                



 MARKET DEMAND SCHEDULE-Market 
demand schedule is defined as the table which 
shows quantities of a given commodity which 
all consumer will buy at all possible price at a 
given moment of  time. 



Price of 
commodit
y ‘X’(in 
Rs)

Demand of 
A

Demand 
of B

Market 
Demand

(in units)

1      

2

3

4

4

3 

2

1

5

4 

3 

2         

4+5= 9

3+4= 7

2+3= 5

1+2= 3



DEMAND CURVE- The 
demand curve is the 
graphic 
representation of 
demand schedule 
which shows different 
price of a good and 
the quantity of that 
good demanded at 
each of these prices. 
Demand curve can 
be:1)Individual 
demand curve

2) Market demand curve

DEMAND CURVE

INDIVIDUAL
DEMAND CURVE

MARKET
DEMAND CURVE



 Individual demand 
curve is a curve 
that shows 
different quantities 
of a commodity 
demanded by an 
individual 
consumer. 



 Market demand curve is a curve 
that aggregate demand of all the 
consumers in the market at different 
prices of a particular commodity.





 Downward sloping of demand curve is due to the 
following:

1. Law of diminishing marginal utility.

2. Income effect.

3. Substitution effect.

4. Different uses.

5. Size of consumer group.



 Law  of diminishing marginal utility refers 
to the phenomenon whereby the marginal 
utility of any good diminishes as more and 
more of that good is purchased. a consumer 
will buy an additional unit of a commodity 
only if he has to pay less price for it 
compared to the previous unit. A consumer 
will stop his purchase at that point where 
the MU is equal to the price.

PRICE= MARGINAL UTILITY



 Income effect is the effect that a change in a 
person’s real income caused by change in the 
price of a commodity has on the quantity of 
that commodity.

 for e.g. suppose A’s income is Rs15 per day. 
He wants to buy apples whose price is Rs5 per 
kg. it means with his fixed income of Rs15 he 
can buy 3kg of apple. In case, the price comes 
down to Rs3 per Kg then after buying 3kgs he 
will be left with Rs6. it means his real income 
increase. Thus fall in price causes increase in 
real income and so extension in demand and 
vice versa.



 REAL INCOME- Real income is 
that income which is measured in 
terms of goods and services that a 
consumer can buy with his given 
money income.



 The substitution effect is the effect that a change in 
relative price of substitute goods has on the quantity 
demanded. Substitute are goods that can be used in 
place of each other.

 For e.g. tea and coffee, coke and pepsi are 
substitutes. If price of tea goes down, the 
consumers may substitute tea for coffee, 
although price of coffee remains the same. 
Thus, demand for tea extends due to its 
becoming less expensive because of a fall in its 
price. Contrary to it, if the price of tea goes up 
the consumer will substitute relatively less 
expensive coffee for tea. Consequently the 
demand for tea contracts.



 Some goods, have more than one use. For e.g. 
milk may be used for drinking and for making 
curd or cheese. If price of milk is very high 
consumer may buy milk only for drinking. If 
price come down it may be bought for making 
curd and cheese as well. Thus, demand for 
commodities with alternative uses tends to 
extend consequent upon the fall in their prices. 



 When the price of a commodity falls, then 
many consumers, who are unable to buy that 
commodity at the previous price, come 
forward to buy it. Consequently, the total no. of 
consumers or market demand goes up.

 For e.g. when price is Rs30 per kg then a 
handful of consumer buy it. The demand is 
limited. As the price come down to Rs15 per kg  
then many consumer are willing to buy apple 
at this  new favorable price. Consequently, the 
total demand for apple goes up and vise versa.



 There are some exceptions to the law of 
demand. It means there are some commodities 
whose demand extend when the price rises and 
contract when the price fall. Demand curve of 
such commodities slope upwards from left to 
right. The following are exceptions;

 1 Article of distinction or Veblen goods

 2 Ignorance

 3 Giffen goods

 4 Expectations of rise and fall in price in future



 Veblen good are articles of distinction or luxury 
goods like jewellery, original works of art by 
great artists. Articles of distinction according to 
Veblen command more demand when their 
prices are high. Diamond gems and costly 
carpets etc. will have more demand when their 
prices are high. In case, their price goes down 
they no longer remain article of distinction and 
so have less demand. 



 Many a time, consumer out of ignorance or 
poor judgment consider commodity to be of 
low quality if its price is low and high quality if 
its price is high. For e.g. before world war II an 
illustrated book was published in U.K. and 
priced 10s 6d per copy. But it could not attract 
many buyer. Another edition of the same book 
was published after world war II and this time 
it was priced $3 and ten shilling. The book was 
sold like a hot cakes. High price of book 
enhanced its quality in the mind of the people 
and also its demand. 



 Giffen goods are those inferior goods whose 
demand falls even when their price falls, so that 
the law of demand does not hold giffen goods. 

 For e.g.  Bajra is an inferior for a consumer as 
the price of bajra falls the real income of the 
consumer rises. With increased real income a 
consumer may, demand more of wheat and 
thus the demand for bajra falls and vice versa   



 If prices are likely to rise more in the future 
then even at the existing higher price people 
may demand more units of the commodity in 
the present. Contrarily, if  prices are likely to 
fall further in the future then even at the 
existing lower price people may demand less 
units of the commodity in the present, in the 
hope of buying more in the future. 



 Demand of the consumer for particular 
commodity at any given time is determined by the 
following factors;

1. Price of the commodity (P x)
2. Price of the related goods (Pr) 
3. Income of the consumer (Y)
4. Taste and preference of the consumer (T
5. Expectation of price change of the commodity (E)
The market demand is also determined by the 

following factors;
1. Size and composition of the population (P)
2. Distribution of the income (Yd)



Dx = F (Px ,Pr, Y, T, E, P, Yd)

Here Dx= Demand for commodity X; P x=Price of 
commodity X; Pr=Price of other (related) 
goods; Y=Income of the consumer; T= taste; E= 
expectation of the consumer ; P= size and 
composition of the population; Yd= 
distribution of the income



 When demand for a commodity depend upon 
the demand for another commodity then it is 
called inter-connected demand.
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 When to satisfy one want two or 
more than two goods are demanded 
together, then such a demand is 
called joint demand.

 For e.g. to take photo you need 
camera and film; to write you need 
paper, pen and ink.



 Composite demand refer to the demand for 
one commodity in order to satisfy two or more 
wants.

 For e.g. demand for milk is a composite 
demand. Some people demand milk to prepare 
cheese, other to prepare curd and still other to 
prepare sweet etc. total demand for milk is 
called Composite demand



 When a commodity is demanded for its direct 
consumption it is called direct demand. For e.g. 
demand for cold drink when we feeling thirsty.

 Derived demand refer to the demand for one 
commodity as a result of demand for another. 
For e.g. demand for brick, cement, lime, timber 
etc is derived demand as the same arise out of 
the demand for a house.



 Demand for substitute is known as competitive 
demand. An increase demand for one means 
reduced demand for the other. For e.g. pepsi  
and coke 



1.PRICE OF COMMODITY
➢ OTHER DETERMINANTS  REMAINING 

CONSTANT,CHANGE IN  PRICE CAUSES 

INVERSE CHANGE IN DEMAND.

 Normally,rise in price causes  contraction in demand 

and fall in price causes extension of demand.This is 

called “LAW OF DEMAND”.





2.PRICE OF RELATED GOODS-DEMAND FOR 
GOODS ALSO DEPENDS ON PRICE OF RELATED 
GOODS.

i. SUBSTITUTE GOODS-Substitute goods are those 
goods which can be substituted for each other,such
as tea and coffee,coke and pepsi etc. If price for 
pepsi increases,demand for coke may rise.In other 
words,in case of substitute the quantity demanded 
of one good is positively related to the price of 
other good.





ii.COMPLIMENTARY GOODS-Complimentary goods 
are those goods which complete the demand for 
each other,such as car and petrol,pen and 
ink.Increase in the price of pens,demand for ink is 
likely to go down and vice-versa.



Complementary goods exhibit a 
negative cross elasticity of demand: 
as the price of good Y rises, the 
demand for good X falls.

http://en.wikipedia.org/wiki/Cross_elasticity_of_demand


3. INCOME OF THE CONSUMER-Experience 
shows that there is positive relationship between 
income of the consumer and demand for a 
good.Increase in income of consumer causes 
increase in demand of normal goods.

Relationship between income of the consumer and 
demand for a commodity is discussed with 
reference to:



i. NORMAL GOODS:Normal goods are those 
goods the demand for which tends to increase 
following increase in consumer’s income,and 
decrease with fall in income.So,there’s a positive 
relationship between consumers income and 
demand.

ii. INFERIOR GOODS:Inferior goods are those 
goods the demand for which tends to decline 
following increase in income of consumer and 
vice-versa.There’s inverse relationship.



Good Y is a normal good since the amount 
purchased increases from Y1 to Y2 as the 
budget constraint shifts from BC1 to the higher 
income BC2. Good X is an inferior good since 
the amount bought decreases from X1 to X2 
as income increases.



iii.NECESSARIES OF LIFE AND INEXPENSIVE 
GOODS:In case of inexpensive goods,as salt and 
match box,for eg.the demand remains almost 
constant irrespective of the level of 
income,though it may slightly stretch in the 
initial stages of a rise in consumer’s income.



4.TASTE AND PREFERENCE-The demand for 

any goods and service depends on 

individual’s taste and preferences.They 

include custom,fashion,habit etc.taste and 

preference of consumer is influenced by 

advertisement,change in fashion,climate 

etc.Other things remaining equal,demand for 

those goods increases for which consumers 

develop tastes and preferences and vice-
versa.



5.EXPECTATIONS-Change in consumer’s expectations 

about such things as product prices,product availability 

and future income is another determinant of demand.If 

the consumer expects that price will rise in future,he will 

buy more and vice-versa.Generally,there is a direct 

relationship between the expectation of rise in income 

and the demand for a commodity,expectation of future 

rise in income leads to increase in demand and fear of 

future fall in income leads to decrease in demand.



6.SIZE AND COMPOSITION OF POPULATION-Market 

demand is influenced by change in size and 

composition of population.Increase in population 

leads to more demand for all types of goods and 

vice-versa.Composition refers to the number of 

children,adults,males,females in the 

population.When the composition changes,for 

eg.when female population increases ,demand 

for goods required by women will increase.



7.DISTRIBUTION OF INCOME-Market demand 
is influenced by the distribution of income in 
the society.If there is unequal distribution of 
income,in a country,there will be more demand 
for luxury goods like colour t.v,video 
cameras,etc.On the other hand if the income is 
evenly distributed,there will be less demand for 
luxury goods and more demand for necessaries 
and comfort goods.



A change in quantity demanded shows the effect 
of a change in the price of the commodity while 
other determinants remain  constant and is 
reflected in a “movement along demand 
curve”.

A change in demand,on the other hand is not 
caused by change in price of that good but by 
effect of change in income,taste etc. and causes 
“shifts of demand curve”.



I. Extension of Demand: Extension of demand 
refers to a rise in quantity demanded as a result 
of fall in price,other things remaining same. 
Table:-

PRICE QUANTITY
DEMANDED DESCRIPTION

5.00 1 KG FALL IN PRICE

1.00 5 KG EXTENSION OF 
DEMAND



ll. Contraction of Demand: Contraction of 
demand refers to a fall in quantity demanded 
as a result of rise in price. Table:-

PRICE
QUANTITY

DEMANDED

DESCRIPTIO
N

1.00 5 KG RISE IN PRICE

5.00 1 KG
CONTRACTION
OF DEMAND



Here the price of a commodity falls from $8 to $2. 
As a result, therefore, the quantity demanded 
increases from 100 units to 400 units per unit of 
time. There is extension in demand by 300 units. 
This movement is from one point price quantity 
combination (a) to another point (b) along a given 
demand curve. On the other hand, if the price of a 
good rises from $2 to $8, there is contraction in 
demand by 300 units.



i. Increase in Demand: Increase in demand 
means rise in demand in response to change in 
determinants of demand other than price. It 
may increase in 2 ways:

a) Same price more demand: When price of a 
good remains same but demand goes up,it 
increases demand. Table:-

PRICE OF ICE-
CREAM

QUANTITY
PURCHASED

SAME PRICE MORE PURCHASE

3 3

3 4



(b) More price same demand: When price of a 
good increase but demand remains same,it 
causes increase in demand. Table:-

PRICE OF ICE-
CREAM

QUANTITY
PURCHASED

MORE PRICE SAME PURCHASE     

3 3

4 3



ii. Decrease in Demand: Decrease in demand means 
fall in demand in response to change in 
determinants of demand other than price of the 
commodity.

a) Same price less purchase: When price of a 
commodity remains same but purchase goes 
down,it will result in decrease in demand. 
Table:-

PRICE OF ICE-
CREAM

QUANTITY
PURCHASED

SAME PRICE LESS PURCHASE

3 3

3 2



b) Less price same purchase: If price of a good falls 

but purchase remains same,it causes decrease in 

demand as well. Table:-

PRICE OF ICE-
CREAM

QUANTITY
PURCHASED

LESS PRICE SAME PURCHASE

3 3

2 3





 in this figure, (4.4) the original demand curve is DD/.


 At a price of $12 per unit, consumers purchase 100 units. 
When price falls to$4 per unit, the quantity demanded 
increases to 500 units per unit of time. Let us assume now 
that level of income increases in a community. 
Now consumers demand 300 units of the commodity at 
price of $12 per unit and 600 at price of $4 per unit.



 As a result, there is an upward shift of the demand curve 
DD2. In case the community income falls, there is then 
decrease in demand at price of $12 per unit. The quantity 
demanded of a good falls to 50 units. It is 300 units at price 
of $4 unit per period of time. There is a downward shift of 
the demand to the left of the original demand curve.



DECREASE IN DEMAND OR 
LEFTWARD SHIFT

INCREASE IN DEMAND OR 
RIGHTWARD SHIFT

1.A negative change in taste 
& preferences

2.a) Income falls,for normal 
goods.

b) Income rises,for inferior 
goods.

3.The price of complimentary 
goods increases.

4.The price of substitute 
goods decreases.

5.Number of buyers 
decreases.

6.Income or price expectation 
decreases.

1.A positive change in taste& 
preferences.

2.a) Income increases for 
normal goods.

b) Income declines for 
Inferior goods.

3.The price of complimentary 
good decreases.

4.The price of substitute good 
increases.

5.Number of buyers 
increases.

6.Income or price expectation 
increases.



 Distinction between extension and increase in 
demand

Extension in demand means rise in demand in response to 
fall in the price of commodity,other things being equal. 
It is expressed by the movement from a higher point to 
a lower point along the same demand curve. On the 
other hand,increase in demand refers to rise in demand 
in response to change in the determinants of 
demand(like taste,income of the consumer etc)other 
than price.it is expressed by the upward shift of the 
entire demand curve.



 Distinction between contraction and decrease in 

demand

Contraction in demand means fall in demand in 
response to a rise in the price of commodity,other
things being equal.It is expressed by the 
movement from a lower point to a higher point on 
the same demand curve.On the other 
hand,decrease in demand means fall in demand in 
response to change in determinants of demand 
other than price.It is expressed by a downward 
shift of the entire demand curve.



THANK YOU


