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Demand and 
Supply



The ability and willingness to buy a specific quantity of goods 
in a given period of time at a particular price, ceteris paribus.

Demand = willingness to buy + ability to buy
(The consumer must have the money to buy the product)

Desire, want & wish = Desire, without the ability to purchase

defination of demand



Gifts of Nature

No Cost of Production

e.g. Sunlight, river, water

Free
Goods

Public 
Goods

Benefit to everyone

e.g. Public clinics, schools

Economics 
Goods & 

Services

Tangible / Intangible

Involves Cost of Production

e.g. Books, Clothes

e.g. Medical care, Legal 
service

CLASSIFICATION OF GOODS AND 
SERVICES



law of 
demand

Other things being equal, the 
quantity demanded of a good 

falls when the price of the good 
rises







Internal Factors

1. Price of goods
2. Service policies or terms of 

payment
3. Profit Margin

external Factors

1. Price of related goods
2. Consumer's income
3. Consumer’s fashion, taste & 

preference
4. Population or number of 

buyers
5. Expectation about future 

prices
6. Advertisements
7. Festive Season and Climate
8. Level of taxation
9. Supply of Money in 

circulation

Determinants of demand









Exception: Demand

● Giffen Goods

● Status Symbol Goods

● Speculation

● Emergencies

● Highly-Priced Goods


