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Class: XII                                                                                                      Subject: Economics  
Market Mechanism  

Effect of Simultaneously changes in Demand and Supply on Equilibrium Point 
(A) Both Demand and Supply Increases: - When both demand and supply increases, then there are three possibilities 
as mentioned below- 

 When demand and supply both Increase at the same rate 

 When demand increases, supply also increases but at a much faster rate 

 When supply increases, demand also increases but at a much faster rate 
 
Case A: When Demand and Supply both Increase at the same rate: - We assume that initial price is OP and equilibrium 
quantity is OQ as shown in the diagram. In the diagram, price is measured on vertical axis and quantity demanded and supplied 
is measured on horizontal axis. But when demand and supply both increase at the same rate, equilibrium price remains 
constant and equilibrium quantity rises. It can be shown with the help of the following diagram. 
 

  
 
 
Conclusion:  

 Equilibrium price remains constant at OP  
 Equilibrium quantity rises from OQ to OQ1 

 
Case B: When demand increases, supply also increases but at a much faster rate: - We assume that initial price is OP and 

equilibrium quantity is OQ as shown in the diagram. In the diagram, price is measured on vertical axis and quantity demanded 

and supplied is measured on horizontal axis. But when demand increases, supply also increases but at a much faster rate, 

then equilibrium price falls and equilibrium quantity rise as shown in the diagram below: 
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Conclusion:  

 Equilibrium price falls from OP to OP1 

 Equilibrium quantity rises from OQ to OQ1 

 

Case C: When supply increases, demand also increases but at a much faster rate: - We assume that initial price is OP and 

equilibrium quantity is OQ as shown in the diagram. In the diagram, price is measured on vertical axis and quantity demanded 

and supplied is measured on horizontal axis. But when supply increases, demand also increases but at a much faster rate, 

then equilibrium price rises, and equilibrium quantity rises as shown below: 

 

Conclusion:  
 Equilibrium price rises from OP to OP1 
 Equilibrium quantity also rises from OQ to OQ1 

 
 

(B) Both Demand and Supply Decreases: When both demand and supply increases, then there are three possibilities 
as mentioned below- 

 When Demand and Supply both decrease at the same rate 

 When demand decreases, supply also decreases but at a much faster rate 

 When supply decreases, demand also decreases but at a much faster rate 
 
Case I - When Demand and Supply both decrease at the same rate: - We assume that initial price is OP and equilibrium 
quantity is OQ as shown in the diagram. In the diagram, price is measured on vertical axis and quantity demanded and supplied 
is measured on horizontal axis. But when demand and supply both decrease at the same rate, then equilibrium price remain 
constant and equilibrium quantity falls from OQ to OQ1. 
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Conclusion:  

 Equilibrium price remains constant at OP  
 Equilibrium quantity falls from OQ to OQ1 

 
 
Case II - When demand decreases, supply also decreases but at a much faster rate: - We assume that initial price is OP and 
equilibrium quantity is OQ as shown in the diagram. In the diagram, price is measured on vertical axis and quantity demanded 
and supplied is measured on horizontal axis. But when decrease in demand is less than the decrease in supply, the equilibrium 
price will rise, and equilibrium quantity will fall to OQ1. 

. 

 

 
 
 
Conclusion:  

 Equilibrium price rises from OP to OP1 
 Equilibrium quantity falls from OQ to OQ1 

 
Case III - When supply decreases, demand also decreases but at a much faster rate: - We assume that initial price is OP and 

equilibrium quantity is OQ as shown in the diagram. In the diagram, price is measured on vertical axis and quantity demanded 

and supplied is measured on horizontal axis. But when decrease in demand is more than the decrease in supply, the 

equilibrium price will fall, and equilibrium quantity will also falls to OQ1.  

 

 
 

Conclusion:  

 Equilibrium price falls from OP to OP1 

 Equilibrium quantity too falls from OQ to OQ1 
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(C) Shift in Demand and Supply in Opposite Direction: 

 

Case I: When demand increases and supply decreases at the same rate: - In the diagram, price is measured on vertical axis 

and quantity demanded and supplied is measured on horizontal axis. But when demand increases and supply decreases but 

at the same rate, then equilibrium price rises, and equilibrium quantity remains constant as shown below: 

 

 
 

Conclusion:  

 Equilibrium price rises from OP to OP1 

 Equilibrium quantity remains constant at OQ 

 
 
Case II: When demand decreases and supply increases at the same rate: In the diagram, price is measured on vertical axis 
and quantity demanded and supplied is measured on horizontal axis. But when demand decrease and supply increases but at 
the same rate, then equilibrium price falls and equilibrium quantity remain constant as shown below: 
 

 
Conclusion:  

 Equilibrium price falls from OP to OP1 
 Equilibrium quantity remains constant at OQ 

 
  


