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Demand 

Desire,Want and Demand 

My desire we mean a mere wish to have a good. For example, a poor person, who is leading a 

miserable life, may wish for a diamond ring. A desire becomes a want when it is backed by 

ability and willingness to satisfy it. And want will become demand when it is expressed in 

terms of specific quantity at a certain price, for example, when a want of shirt is expressed as 

two shirts at price of Rs. 500 it is called demand. 

 

Meaning and definitions of Demand 

 
The demand for a good is defined as the quantity of what good a consumer or consumers taken 

together are willing to buy at a particular price during a particular period of time. 

Quantity,price and period of time are the three essentials of demand. A commodity is 

demanded because it has the ability to satisfy our wants. 

 

According to Benham, 

“ The demand for anything, at a given price, is the amount of it which will be bought per unit of 

time at that price.” 

 

According to Mayers, 

 “ The demand for a good is a schedule of the amounts that buyers would be willing to purchase 

at all possible prices at any one instant of time.” 

 

Characteristics of Demand 

 
1. Specific Quantity :- Demand always refers to a specific quantity which a person is 

willing to purchase. It is not an approximation, but is to be expressed in numbers. 

 

2. Price:- The demand is always at a price. The consumer must state the price at which he is 

prepared to purchase the specific quantity of the commodity. 

 

3. Time:- Demand must mean demand per unit of time, per month, per week, or per day. 

 

4. Market:- Demand is always held in market. Market is a set of points of contact between 

buyers and sellers. It needs not be a definite geographical area. 

 

 

 

Determinants Of Demand or Factors Affecting Demand 

 

We can look at two types of demand namely,( i) Individual demand and (ii) Market Demand. 
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(I) Determinants Of Individual Demand  
Individual demand for a commodity refers to the amount of it, that a consumer is willing to buy 

at different prices. An individual‟s demand (also called household demand) for a commodity is 

influenced by a number of factors. Following are some of them:- 

 

1) Price of the commodity:-  Price is the most important factor that influences a consumer's 

decision to purchase a particular commodity. If the price of a commodity increases, the 

consumer purchases less of it. On the other hand, if there is a fall in the price of that 

commodity he purchase more of it. 

 

2) Price of the related goods:- The demand for a good difference not only on its own price 

but also on the prices of related goods. If a change in the price of one good affects the 

demand for another good, we will say that the two goods are related. 

Related goods can be classified into complementary goods and substitute goods. 

 Complementary goods like pen & paper, tea & sugar, shirt and trouser, etc, are jointly 

demanded for the satisfaction of want. A fall in the price of one commodity (for example petrol) 

increases the demand for another complementary goods (that is car) and a rise in the price of one 

(for example petrol)  causes decrease in the demand for other(that is car). So demand for a 

given commodity is inversely affected by changing the prices of its complementary goods. 

 

Substitute goods, goods which can be used with equal ease and satisfaction in place of 

each other are called substitute, for example, tea & coffee, Pepsi & Coca cola, etc. In such a case 

and increase in the price of one will encourage consumers to shift to the consumption of another 

commodity. For example, demand for coffee will decrease even if its price remains the same,if 

price of its substitute(Tea) falls, this is because it has now become relatively cheaper. Hence, 

demand for(Tea) will increase and as a result demand for coffee will decrease. So, demand for a 

given commodity is directly affected by change in the price of its substitute goods. 

 

 

3) Income of the consumer : Another important factor influencing demand is consumer‟s 

income. Other things being equal, generally there is a direct relationship between the 

consumer‟s income and the demand for a commodity i.e., higher the level of income, 

higher will be the demand for a given commodity. However, the effect of change in 

income on consumer‟s demand depends upon the nature of commodity. We may here  

distinguish between normal goods and inferior goods. 

Normal goods :- Normal goods are those goods the demand for which rises with prices 

in income of the consumer, other things remaining constant. Most goods are normal in this sense. 

For example, a consumer increases is demand for milk as his income increases. A consumer buys 

2 litre of milk daily when is monthly income is Rs.10,000 and buys 3 litre of milk when his 

monthly income increases to Rs. 12,000. 

Inferior goods :- Inferior goods are those goods the demand for which falls as income of 

the consumer increases, other things remaining constant. For example, a consumer may 

buy toned milk when its income is less because he cannot afford to buy pure but as 

income rises he will buy pure, so demand for toned milk fall with rise in income. Thus, 

there is an inverse relationship between income of the consumer and the quantity 

demanded of inferior goods. 
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4) Taste,  preference and fashion:-  This is another important factor that influence the 

demand for a good. Unless the consumer has a taste for a good, he is not likely to buy 

that good, howsoever cheap it is and, howsoever rich is the consumer. We generally find 

that when there is change in fashion, the demand for old fashion goods declines, while 

the demand for latest fashion clothes rises sharply. So with the change in taste, preference 

& fashion, demand also changes. 

 

5) Expectations:- If consumer expects a significant change in the availability of the given 

commodity in the next future, he may decide to change his present demand for the 

commodity.  If he experts shortage of commodity in the near future, he may increase 

demand for the commodity at its existing price. 

 

(II) Determinants Of Market Demand  
 

Market demand for a commodity is the sum total of the demand of all individuals. Since market 

demand is the total demand of all individuals, it is influenced by all those factors that affect 

individual demand. 

 

1) Population:- Generally a large population means more demand for goods. Not only  this, 

composition of population also affected the demand. If there are moves more children, 

demand for goods such as baby food, toys, biscuit, etc will be large similarly if there are 

more old age people the demand for goods such as medicine, sticks etc, will be demanded 

more. Demand is also influenced by place of residence particularly urban and rural. 

 

2) Distribution of income :-  If income is distributed more equally among different sections 

of people, all of them will be in position to make demand for goods. So market demand 

for goods will be more. But if the income is so unevenly distributed that majority of 

people get only a small portion of national income, the demand for goods will be less. In 

case of unequal distribution, maturity of people (poor)where will not be able to buy 

goods. 

 

3) Seasons and weather:- The seasonal and weather condition also have effect on 

consumers‟ demand. For example, demand for woolen clothes goes up during winter. 

Likewise demand of fan, AC  will be more during summer. 

 

 

Demand Function  
 

Demand function shows the relationship between quantity demanded for a commodity and the 

factors influencing it. It can be stated with represents of one consumer or with respect to all the 

consumer in the market. 

 

Corresponding to two aspects of demand individual and market demand, there are two types of 

demand function: (I) Individual demand function and (II) Market demand function 
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Individual demand function 
Individual demand function shows the functional relationship between demand of a commodity 

by a consumer in the market and its various determinants. individual demand function can be 

expressed as: 

   Dx=f(Px,Pr,Y,T,E etc.) 

 

Where, Dx= Demand for commodity X, Px= price of commodity X, Pr= price of other related 

goods, Y= income of consumer, T= taste and preference, E= expectation of future prices. 

 

Market demand function 
Market demand function shows the functional relationship between demand of a commodity by 

all the consumers in the market and its various determinants. 

As mentioned above, market demand is affected by all factors affecting individual demand. In 

addition, it is also affected by size and composition of population, seasons and weathers and 

distribution of income. So, market demand function can be expressed as: 

   MDx= f(Px,Pr,Y,T,E,N,Yd,G  etc.) 

 

Where, MDx= Demand for commodity X, Px= price of commodity X, Pr= price of other related 

goods, Y= income of consumer, T= taste and preference, E= expectation of future prices, N = 

Population, Yd= Distribution of income, G= Government Ploicy. 

 

 

Demand schedule  
Demand schedule is a table representing quantities of a commodity which will be demanded at 

various possible prices at a given period of time. 

It is of two types:- 

1) Individual demand schedule:- Individual demand schedule is a tabular statement 

showing the quantities of a given commodity which a consumer is willing to buy at all 

possible prices within a given period of time. 

 

Price of X (Px) Quantity demanded of X in units 

1 4 

2 3 

3 2 

4 1 

 

 

 

2) Market demand schedule:- Market demand schedule is a tabular statement showing the 

amount of a commodity demanded by all the consumers in market at all possible prices 

within a given period of time. 

Price of X (Px) A‟s Demand B‟s Demand Market Demand 

1 4 5 4+5=9 

2 3 4 3+4=7 

3 2 3 2+3= 5 

4 1 2 1+2=3 
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Demand Curve 

 
Demand curve is a graphical or diagrammatic representation of demand schedule showing how 

much of a given commodity consumer would be willing to buy a different price. Like demand 

schedule, it shows the inverse relationship between price and quantity demanded. Due to this 

inverse relation demand curve slopes downward from left to right Demand curve shows that 

higher the price, lower will be quantity demanded and vice versa. 

 

Like demand schedule demand curve is also of two types: 

1) Individual demand curve and 2) Market Demand curve 

 

1) Individual demand curve 

A demand curve which shows the quantities of a given commodity demanded by the consumer 

or household at its different prices is called an individual demand curve. Individual demand 

curve is graphical representation of individual demand schedule. 

 

 
 

2) Market demand curve 

Market demand curve shows various quantities of a commodity that all the consumers or 

buyers are willing to buy at different possible prices. It shows the aggregate demand of a 

commodity by all the consumers in the market at different prices. It is graphical 

representation of market demand schedule. 
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Kinds of Demand 

 
1) Price demand:- By price demand we mean the various quantities of a commodity or 

service that will be purchased by a consumer at a given time at various possible prices. 

Here, we are assuming that consumers‟ income, habit and prices of interrelated goods 

remain constant. If price rises, demand falls and vice versa. 

 

2) Income demand:- Demand is influenced by the income of the consumer. The quantity of 

good demanded by the consumer may be different at different level of income of the 

consumer. Income demand refers to quantities of a commodity or service demanded by 

the consumer at different levels of his income, other things being equal. Here, we assume 

that the price of commodity as well as of related goods and taste and desire of consumer 

do not change. 

Goods may be of two types:- 

a)  Normal goods  

b)  Inferior goods 

The income demand relationship is usually direct in case of normal goods. The demand 

for the commodity increases with the rise in income and decreases with the fall in 

income.  

 

 
 

In case of inferior goods income, demand curve is negatively sloped from left to right 

which indicates that as the income of consumer increases the demand for a commodity 

decreases and vice versa. 
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3) Cross demand:- Other things being equal the relationship between the price of a 

commodity and demand for related goods (substitute goods and complementary goods) is 

known as cross demand. Related goods may be of two types, substitute goods and 

complementary goods 

 

Substitute goods:- Other things being equal, there is a direct relationship between the 

price of commodity and demand of its substitute commodity. 

 
 

Complementary goods: - In case of complementary goods, other things being equal or 

unchanged there is inverse relationship between price and demand for complementary 

goods. 

 
 

 

Other kinds of demand 

a) Joint demand:- Goods are said to be in jointly demanded when they are always 

demanded together. For example, pen and paper, cup and tea etc. 

 

b) Composite demand:- The demand for a commodity which can be put to several uses is 

known as composite demand. For example, milk can be used for preparing cheese, butter, 

curd, sweets etc.  

 

c) Derived demand:- If a thing is needed for producing some other things which we 

actually need is called derived demand. For example, the demand for bricks, cement, 

iron, wood etc. is derived while constructing a house. 
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Law of demand 

 
 Statement of the law 

The law of demand states the inverse relationship between the price and quantity demanded of a 

commodity.  According to this law, other things being equal, when the price of a commodity 

increases, its demand falls and when price falls, demand increases. Remember, law of demand 

indicates only the „direction‟ of change and not the „magnitude‟ of change in demand. Law of 

demand is a qualitative concept as it does not indicate the magnitude of change in the demand. 

 

Definitions:- 

According to Marshall, “The amount demanded increases with a fall in price and diminishes 

with a rise in price.” 

According to Samuelson, “Other things being constant, people will buy more at lower prices, 

buy less at higher prices.” 

Assumptions of the Law 

1) Tastes and preferences of the consumer remain unchanged. 

2) Income of the consumer should remain constant. 

3) Prices of related goods should remain constant. 

4) Consumers do not expect any change in the price of the commodity in the near future. 

 

Explanation of the Law 

The law of demand can be illustrated with the help of a demand schedule and a demand curve. 

Price in Rs. (Px) Quantity demanded in Units 

10 2 

8 4 

6 6 

4 8 

2 10 
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Diagrammatic explanation 

i) Quantity demanded is measured on the X- axis and price on the Y-axis. 

ii) DD is the demand curve. 

iii) DD curve sloped downward from left to right indicating inverse relationship between 

price and demand. 

iv) When price rise from Rs. 6 to Rs. 8 per unit, demand decreases from 6 units to 4 

units. And when price falls from Rs. 6 to Rs. 4 per unit demand increases from 6 units 

to 8 units. 

v) Downward slope of demand curve is an expression of law of demand. 

 

Reason for the Downward Slope of the Demand Curve or Causes of the Operation of Law  

1) The law of diminishing marginal utility:- The law states that with successive increases 

in the units of consumption of a commodity, every additional unit of the commodity 

gives lesser satisfaction to the consumer. To maximize his satisfaction a consumer 

purchases a commodity upto the point where, MU= P. Now, if there is fall in the price of 

good, then MU becomes greater than P. It will induce the consumer to buy more units of 

goods. As a result, MU will fall. This process continues till MU=P. so, we get inverse 

relation between price and demand. 

2) Law of equi-marginal utility:- With the fall in price of commodity, prices of substitute 

remains same, consumer will buy more of it rather than its substitute. On the contrary, 

with the rise in price of the commodity its demand will fall, given the price of the 

substitute. 

3) Income effect:- When the price of a commodity falls, its effect on consumer is as if his 

real income has increased. He can now purchase more or increase his demand. On the 

other hand increase in the price of commodity reduces his real income, which results in 

decreasing demand. 

4) Change in the number of consumers:- When price of goods falls, many new buyers 

start demanding the goods which they were not able to buy earlier due to high price. 
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Besides, old consumers of the commodity also start purchasing more quantity of the 

goods. On the other hand, when price rises, demand falls. 

5) Various uses of commodity:- Sometime a commodity can be used in several ways. If 

price of such commodity (say, Milk) increases, its uses becomes restricted only to 

important uses. As a result demand for milk falls. On the other hand, when price of milk 

falls, it is used even for less important uses, which increases the demand for it. 

 

Exceptions of the Law 

1) Giffen Goods:- Law of demand does not apply to giffen( named after Sir Robert Giffen) 

goods or inferior goods.  

2) Prestigious or Conspicuous goods:- the law does not apply to luxury goods, such as 

diamonds, luxury cars, etc. 

3) Ignorance of consumer:- Sometimes consumer thinks that high priced goods are better 

in quality. So, they buy more of the commodity at a higher price.  

4) Expectation of change in price:- If there is expectation of future fall in price of 

commodity ,people will reduce its demand even at reduced price and vice versa. 

5) In case of Epidemics:- During epidemics people will buy more goods even at high price 

to keep stock of goods 

Change in Quantity Demanded and Change In Demand 

a) Change in Quantity Demanded 

Change in quantity demanded refers to change in the quantity demanded of a commodity in 

response to change in its price, other things remaining the same. 
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Expansion of demand:- When quantity demanded of a commodity increases as a result of 

fall in its price it is called expansion of demand. 

Price in Rs. Quantity demanded in units 

5 20 

3 30 

 

 

 

Contraction of demand:-When quantity demanded of a commodity decreases as a result of 

rise in its price it is called contraction of demand. 

Price in Rs. Quantity demanded in units 

3 30 

5 20 
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b) Change in Demand 
When there is change in demand due to change in factors other than commodity’s own 

price, it is called change in demand. 

 

Increase in demand:- When demand rises due to change in factors other than 

commodity‟s own price, it is called increase in demand. 

Price in Rs. Quantity demanded in units 

5 20 

5 30 

 

 

Decrease in demand:- When demand falls due to change in factors other than price of 

the commodity, it is called decrease in demand. 

Price in Rs. Quantity demanded in units 

5 30 

5 20 

 


