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The Concept of Demand in Economics

1. Definition & Core Conditions: |
- Demand is defined as the quantity of a commodity that a consumer
_is willing and able to purchase or consume during a given period of

- fime. o (©

- A consumer possesses willingness to buy.
- Possesses ability (purchasing power) to puffhuse or consume. [7&
- Is related to a given period of time.

2. Tllustrative Example:

Saurabh wants a motorbike but lacks money - Desire, not Demand.
When he can afford it in a given time = Demand.

_ WANT, BUT NO MONEY

. WANT + HAS MONEY 7,

DEMAND!

3. Economist Perspectives:
Ferguson: Quantities consumers are able & willing fo buy
~ at at each possible price in a given time, ceteris paribus.

' Schiller: Ability & willingness to buy a specific quantity
~ at alternative prices in a given fime, ceteris paribus.

4. Synthesis & Influencing Factors:
| 800:! Definition: Demand is the quantity of a good/service that

. consumers are willing & able to purchase at various prices over
" a specific period of fime, ceteris paribus (other factors constant).

- Price

- - Income Levels €%
. - Preferences /-
|- Prices of related goods. S

5.  Price-Quantity Relationship:
. Generally, if price ¥, quanti %demunded T (ceteris paribus).
| L

. This inverse relationship is shown by the Demand Curve.
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The Demand Curve & its Characteristics

.| Introduction & Connection: ® i O
First, let’s link the ‘Concept of Demand’ to the Curve. $= period

of time

&

'+ Demand (Willingness & Ability) has an inverse relationship
. with Price (ceteris paribus). This is graphically shown |¥

by the Demand Curve.

.. Downward Slope & the Law of Demand: Pl, Qdt
"+ Downward Slope = and an inverse relationship

" (Law of Demand): as Price {, Quantity demanded T. VI__——

_

. Price and Quantity Axes: P

~* Price is on the y-axis, Quantity on the x-axis. —5

* Linear (straight line) or Non-linear

Non-Linear or Linear Shape: ®
(curved line) ‘/
- based on proportionality of change.

. Shift vs. Movement:

'+ Movement along the curve is caused by changes in the Price of the good.
'+ Shift of the curve is caused by factors other than price (e.g., changes
" in Income, Preferences).

A Other factors -
Movement Shift (8 * Income
\ * ## + Preferences
£ * Related goods

(tea & coffee)

e

F

P change

. Determinants of Demand:

Factors influencing the position and slope of the curve.

- Income levels (?\Jnrmul vs. Inferior goods); &% o

- Prices of related goods (Complements & Substitutes); © & &
- = Consumer preferences (Trends & Tastes); :@iu b
- Market size.

: ®

' Elastic tz:mund - q flatter curve (sensitive to |~ { \
'+ Inelastic demand - a steeper curve (less

sensitive).  Flat = Elastic Steep = Inelostic

P

. Ceteris Paribus Assumption:
' Assumes all other factors (income, tastes, etc.) remain constant,
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Law of Demand
Intro & Assumptions_

.| The Law of Demand (Principle & Definition):

» States that, all other factors being constant. {}mg

 » States that, ceteris paribus, quuntttL)| demanded (Qd) @ Demanded

of a good increases when its Price (P) decreases, and  price
Qd decreases when P increases. This is an inverse = -
relationship, meaning P & Qd move in opposite directions. “Inverse Relation

P—
> Supported by academic quotes: “diminshes with fall in price 1 !
and diminishes with rising price.” distillation. =Q

2 This happens because of the Law of .Q?—*m

Diminishing Marginal Utility.
. Utility ¥ as you consume more ©
Example and Supportive Points:

* Apple Example: When apple price tag {> appears, LD &
consumers buy more apples (baskets with more apples). —~
When price tag rises 4} appears, buy fewer apples). &= &=

' The ‘other things’ being constant includes factors like consumer
income, price of related goods, consumer tastes, fashion, etc.

' Graphical Representation of the Law: [\  The Law of Demand
i H A
| Price (£) A rise in price Prlcﬁl_{% Es \\\L A fall in price
P T a fall in demand Sina “causes a rise in demand
£0.70 |-oundoacbon
D O i =D

Quantity:000s o® 40  Quantity tonnes:000s

Assumptions of the Law of Demand: ¢ &
1 changing
i® Taste & Preferences Constant @ o

; = related
@ Income Constant -

(@) Price of Related Goods Constant
@) Quality Constant ‘L_ LN Outdated fashion

|@ Consumer Habits Constant ﬁ*) _habits | S8
(® No Price Change Expectations O?
@ Normal Good, No Substitutes € |
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