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 There are four important features of law of demand. They are:

▪ Inverse relation between price and demand

▪ Price is always independent

▪ Demand is dependent on price

▪ Other determinants of demand are constant



 In some cases the demand don't increases with 

decrease in price or not the vice versa.

 There are some reasons which will not obey law of 

demand. They are:

▪ Giffens paradox rule

▪ Ignorance of prices

▪ Speculative effect

▪ Fear of shortage

▪ Necessaries 



 The Giffen good or inferior good is an exception to 

the law of demand. When the price of an inferior 

good falls, the poor will buy less and vice versa.

 “Giffen” first explained this and therefore it is 

called as Giffen’s paradox.





 Sometimes, the quality of the commodity is 

Judge by its price. Consumers think that the 

product is superior if the price is high. As such 

they buy more at a higher price.



 During the times of emergency of war People 

may expect shortage of a commodity. At that 

time, they may buy more at a higher price to 

keep stocks for the future.



 Substitutes which can replace each other in use; for 

example, tea and coffee are substitutes. The change in price 

of a substitute has effect on a commodity’s  demand in the 

same direction in which price ranges. The rise in price of   

coffee shall raise the demand for tea;

 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 demanded for the 

other. If the price of pens goes up, their demand is less as a 

result of which the demand for ink  is also less.



 If the price of the commodity is increasing the 

consumers will buy more of it because of the 

fear that it increase still further, Thus, an 

increase in price may not be accomplished by 

a decrease in demand. 



 Price of the product
 Income of consumer
 Price of related goods
 Taste of consumers
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 Government policy
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