INCREASE IN DEMAND
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1 Initial Equilibrium (7,0, )
2 Change in something other than price
(Increase in demand)
(No change in supply)
3 Adjust price a. (Increase in quantity supplied)
b. (Decrease in quantity demanded)
4 New Equilibrium (7,0, )

Short forms

Steps
Increase in demand followed by
decrease in quantity demanded
OR
Increase in demand followed by
increase in quantity supplied

Basic Predictions (3)
Increase in equilibrium price
Increase in equilibrium quantity
Increase in equilibrium quantity
(O,—- Q,) not as great as the

initial shortage (Q ,— Q).

INCREASE IN SUPPLY
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1 Initial Equilibrium (7,0, )
2 Change in something other than price
(Increase in supply)
(No change in demand)
3 Adjust price a. (Increase in quantity demanded)
b. (Decrease in quantity supplied)
4 New Equilibrium (7,0, )

Short forms

Steps
Increase in supply followed by
decrease in quantity supplied
OR
Increase in supply followed by
increase in quantity demanded

Basic Predictions (3)
Decrease in equilibrium price
Increase in equilibrium quantity
Increase in equilibrium quantity
(O,— @, ) not as great as the

initial surplus (Q — Q).

DECREASE IN DEMAND
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1 Initial Equilibrium (7,0, )
2 Change in something other than price
(Decrease in demand)
(No change in supply)
3 Adjust price a. (Increase in quantity demanded)
b. (Decrease in quantity supplied)
4 New Equilibrium (7,0, )

Short forms

Steps
Decrease in demand followed by
increase in quantity demanded
OR
Decrease in demand followed by
decrease in quantity supplied

Basic Predictions (3)
Decrease in equilibrium price
Decrease in equilibrium quantity
Decrease in equilibrium quantity

(Q,—0,) not as great as the

initial surplus (O - Q).

DECREASE IN SUPPLY

<o

0 0, 0, 0

1 Initial Equilibrium (7,0, )
2 Change in something other than price
(Decrease in supply)
(No change in demand)
3 Adjust price a. (Increase in quantity supplied)
b. (Decrease in quantity demanded)
4 New Equilibrium (7,0, )

Short forms

Steps
Decrease in supply followed by
decrease in quantity demanded
OR
Decrease in supply followed by
increase in quantity supplied

Basic Predictions (3)
Increase in equilibrium price
Decrease in equilibrium quantity
Decrease in equilibrium quantity

(Q,-0,) not as great as the

initial shortage (0, — Q).




