Definition of Demand

The word demand usually refers to the quantity of a product or service which the buyers are likely to purchase at different prices in a given market at a given time. It must be understood that demand represents the willingness and ability to buy under specified conditions. Even if no actual transaction takes place, the demand for a product may exist.

According to Prof. Hibdon, “Demand means the various quantities of a good that would be purchased per time period at different prices in a given market”. Thus three things are necessary for demand to exist; (i) the price of a commodity, (ii) the amount of the commodity the consumer or consumers are prepared to buy per unit of time; (iii) a given time.

According to Benham, “The demand for any thing at a given price is the amount of it which will be bought per unit of time at that price.”

Features of Demand
The definition given above contains the following characteristics of demand:

1. Difference between desire and demand

2. Relationship between demand and price

3. Demand at a point of time

Therefore, we may conclude that demand for a particular thing becomes effective having: (i) desire to possess a thing, (ii) existence of necessary money to purchase it, and (iii) willingness to pay that money for it.   

Demand schedule

Demand schedule means a list of (other thing remaining same) prices at which different amounts of a commodity are demanded. If we prepared a total list of purchases that may be made by an individual of any particular commodity with every change in its price, we get a demand schedule.

There are two types of demand schedule: (i) Individual demand schedule and (ii) Market demand schedule.

Individual demand schedule: 
Individual demand schedule is that list of demand of a man explaining different amount of a single commodity purchased at different prices.

                                  Table: Individual demand schedule of milk

	Price

Tk/kg
	Quantity purchased

(kg)

	10
	2

	9
	3

	8
	4


Market demand schedule:
 The list of demand without the change in price of a particular commodity, other things remaining same of that commodity; different amounts of the commodity purchased at different prices by all consumers of a market is known as market demand schedule. In other words it is the total demand of a commodity of all individual consumers of that commodity at different prices.

Table: Market demand schedule of milk

	Price

Tk/kg
	Amount of demand to different consumers (kg)
	Total demand of market (kg)

	10
	2
	3
	5
	10

	9
	3
	5
	6
	14

	8
	4
	7
	7
	18


Demand curve
Demand curve as a graphical representation of a demand schedule. It shows the different quantities of a commodity demanded at different prices.
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Law of Demand

Experience tells us that ordinarily if the price of a commodity falls, the amount demanded goes up and vice versa. There is a inverse relationship between the price of a commodity and the amount demanded. In economics, this relationship is known as the Law of demand. 

Some popular statements of the Law of Demand are as follows:

According to 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.”

Professor Samuelson writes, “Law of demand states that people will buy more at lower prices and buy less at higher prices, other things remaining the same.”

In Fergusons’ words, “According to the Law of Demand, the quantity demanded varies inversely with price.”

Assumptions of the Law
According to Prof. Stigler and Boulding the main assumptions of the law are:

1. No change in tastes and preferences of consumers.

2. Consumers’ income must remain the same. Marshall wanted that money income should not change. 

3. The prices of the commodities related to the commodity in demand should not change.

4. There should be no change in the wealth of the consumers or their tastes.

Exceptions to the Law
1. Inferior goods or Giffen goods

2. Articles of distinction

3. Expectation of rise and fall in price in future

4. Ignorance on the part of consumers about quality

Importance of the Law
1. Price determination

2. To the finance minister

3. To farmers

      4.   In the field of planning
Factors affecting the demand

There are many factors on which the demand for a commodity depends. These factors are economic, social and as well as political factors. These factors are as follows:

1. Price of the commodity: the most important factor affecting amount demanded is the price of the commodity. When price of the commodity increase than demand of such commodity decrease and vise versa.

2. Income of the consumer: The demand for a normal commodity goes up when income rises and down when income falls. 

3. Price of related goods: The demand for a commodity is also affected by the changes in prices of the related goods also. Related goods can be of two types (1) Substitutes which can replace each other in use; for example broiler and beef are substitutes. The change in price of a substitute has effect on a commoditys’ demand in the same direction in which price changes. The rise in price of broiler shall raise the demand for beef. (2) Complementary goods are those which are jointly demanded such as pen and ink. In such cases complementary goods have opposite relationship between price of one commodity and the amount of demanded for the other.  The effect of changes in price of a commodity on amount demanded of related commodities is called Cross Demand.

4. Testes of the consumer: The amount demanded also depends on consumers’ taste. Tastes include fashion, habit, customs etc. A consumers’ taste is also affected by advertisement. If the taste for a commodity goes up, its amount is more even at the same price. This is called increase in demand. The opposite is called decrease in demand.

5. Wealth: The amount demanded of a commodity is also affected by the amount of wealth as well as its distribution. The wealthier are the people, higher is the demand for normal commodities. If wealth is more equally distributed, the demand for necessaries and comforts is more. On the other hand, if some people are rich, while the majority is poor the demand for luxuries is generally higher.

6. Population: Increase in population increases demand for necessaries of life. The consumption of population also affects demand. 

7. Government policy: Government policy affects the demands for commodities through taxation. Taxing a commodity increases its price and the demand goes down. Similarly, financial help from the government increases the demand for a commodity while lowering its price.

8. Expectations regarding the future: If consumers expect changes price of a commodity in future, they will change the demand at present even when the present price remains the same. Similarly, if consumer expect their incomes to rise in the near future they may increase the demand for a commodity just now.

9. Climate and weather: The climate of an area ad the weather prevailing there has a decisive effect on consumers’ demand. In cold areas woolen cloth is demanded.

10. State of business: The level of demand for different commodities also depends upon the business conditions in the country. If the country is passing through boom conditions, there will be a marked increase in demand.
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