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ECONOMICS

DEMAND AND LAW OF DEMAND
Note: Read the following explanations and answer the questions given on them.
Explanation-1
(Exceptions to the law of demand)
Law of demand states that the other things remaining constant quantity demand of a commodity increases when its price falls and decreases when its price rises. But this law ofdemand may not operate in many cases .we have noticed that some time the more quantity of a commodity is demanded at higher price , and less of it is demanded at lower price. In these situations the inverse relationship between price and amount purchased does not hold good. These are known as exceptions to the law of demand. In such case demand curve may not have a negative slope, but it has a positive slope. There are several reasons for upward sloping demand curve.
1. Giffen goods:“Giffen goods are those inferior goods on which a consumer spends a large part of his income and the demand for which falls with the fall in their price”. For example if price of jowar and maize falls, there a consumer may purchase the same quantity of these good by spending less amount of money, and some money can be saved. This money which is saved is called real income. When real income increases,  a consumer can purchase some superior food grain like wheat or rice. So the demand of Jowar and maize falls when their price falls. On the other hand increase in the price of these goods may reduce the real income of the consumer and they cannot purchase superior goods, so demand for inferior goods increases.  
2. Article of snob appeal:law of demand does not apply to the commodities which serve as “Status Symbol”. for example the higher price of diamond makes it more prestigious. It may remain a status symbol so long as. Its price remains high. When the price of demand falls, its prestige value will also fall. So its demand will decrease. 
	Law of demand does not operate in emergencies, change in fashion, quality price relationship and expectation about future price are the factors which also determine the law of demand and its exceptions.


WORK-SHEET
QUESTION:- 
1. State the exceptions to the law of demand.
2. What are Giffen goods?
3. What are the articles of snob appeal?
4. What is real income?
5. What is the relationship between the price and quantity demanded of a commodity in a positively sloped demand came?
6. Draw the positively sloping demand curve.
7. Differentiate between inferior goods and Giffen goods.
8. What are the complementary goods?
9. Explain two abnormal situations when the law of demand does not hold good.

Explanation-2
(Movement along the demand curve)
When the quantity demanded of a commodity changes as the change of its own prices then it is known as change in the quantity demanded or movement along the demanded curve. Generally it is noticed that other determinants of demand like income, tastes and prices of related goods remain constant and price of the good is changed which leads change in quantity demanded of a commodity. It may be two types.
A. Expansion in demand : “ when the quantity demanded of a commodity rises due to fall in its price , other things remain constant, is called expansion in demand or rise in quantity demanded of a commodity”. For example under the condition of ceteris paribus (other things remain same)
Price of apples fall from rupees 100 per kg to 80per kg then demand of apple well rise. Under their condition a new demand curve cannot be drawn but it is represented by the upward movement of the same demand curve. 
B. Contraction of demand : “contraction of demand or fall in demand (quantity demanded) means a decrease in the quantity demanded of a commodity decrease due to rise in its own price, other things remaining constant”.
For example – when price of apples rises from Rs. 70 to Rs. 80 then demand of apples will fall. A new demand curve cannot be drawn , demand curve moves downward side.
Explaining both of the cases we come to know that when demand of any commodity changes due to the change in price of the same commodity then demand curve moves upward or downward along the same demand line. It is called movement along demand curve or change in quality demanded.
WORK-SHEET
QUESTION:-
1. Explain the term “Movement along demand curve”. 
2. What do you mean by the term “Ceteris paribus”?
3. Explain the effect of price on quantity demanded of a commodity. 
4. State three determinants of demand.
5. Explain the term expansion of demand.
6. What do you mean by the term contraction of demand?
7. Differentiate between expansion and contraction of demand.
8. When would be demand curve moves:
1- Upward side
2- Downward side
9. What is the condition of price in case of movement along the demand curve?
Explanation-3
                                                    (Shift in demand curve)
A shift in demand is caused by changes in factors other than price of the good. These factors are consumer’s income, price of related goods, consumers taste and preferences. 
A change in any of these factors causes shift in demand curve. It is also called change in demand. In a shift, a new demand curve is drawn. It is of two types. 
1. Increase demand : “It refers to more demand of the commodity at a given price or  same demand at a higher price”. Increase in demand is caused because of the following factors-
A. Increase in the consumer’s income.
B. Increase in the price of substitute goods.
C. Fall in the price of complementary goods.
D. Change in consumer’s taste in favour of the good. In this case demand curve shift right of the original demand curve.
Increase in demand
	Price (₹)
	Quantity Demand(Units)

	5
	10

	5
	15

	5
	20

	5
	25


2. Decrease in demand: “It is situation where the consumers buy smaller quantity of the commodity at the same price. It refers to less demand at the given price or same demand at a lesser piece “. It occurs when there are some unfavorable changes in the factors other than the price of the good.
The causes of decrease in demand are due to-
A. Fall in consumer’s income.
B. Fall in the price of substitute goods.
C. Rise in the price of complementary goods.
D. Consumer’s taste is unfavorable towards the good.
In this case demand curve shifts leftward side of the original demand curve.
Decrease in demand
	Price (₹)
	Quantity Demand(Units)

	5
	25

	5
	20

	5
	15

	5
	10




WORK-SHEET
QUESTION:-
1. Differentiate between change in demand and change in quantity demanded.
2. Draw a demand curve to show change in quantity demanded. 
3. Differentiate between increase in demand and expansion in demand.
4. Differentiate between contraction and decrease in demand. 
5. What do you mean by the term-
A.  Movement along demand curve 
B. Shift in demand curve 
6. When would a demand curve shift 
A.Rightward 		
  B.Leftward 
7. How do changes in income of household affect his demand for a commodity?
8. Explain two factors responsible for shift in demand curve.
9. What is “increase in demand”?
Note: Please do all this work in your copies which will be checked when school re opens.
          Please consider this important.
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