 B. SUPPLY
· Amount of goods available

1. Law of  Supply

· When price is high, quantity supplied is high, and when price is low, quantity supplied is low
· Quantity Supplied: the amount a supplier is willing and able to supply at a certain price
      2. Graphing Supply
           a. Supply Schedule: a chart that lists how much of a 
good a supplier will offer at different prices

           b. Supply Curve: a graph of the quantity supplied of 
a good at different prices
           c. ex.

     3. Supply Curve Shifts

     a. Input Costs- Any change in the cost of an input used 
to produce a good – such as raw materials, machinery, 
or labor – will affect supply.
· How does input cost affect supply?  A rise in the cost of an input will cause a fall in supply at all price levels because the good has become more expensive to produce.
b. Government Influence –How does each of the following affect supply?

    i. Subsides- a government payment that supports a 
business or market can either protect or harm supply
    ii. Taxes- excise tax – a tax on the production or sale of a 
good or service -- ‘sin’ tax – taxes that are to inhibit 
suppliers and make it more difficult to afford – 
alcohol, tobacco, gasoline

    iii. Regulation- government intervention in a market that 
affects the production of a good;  hurts supply 
typically because it costs more to supply, because the 
government is trying to protect the public
4. Supply Elasticity

· Measurement of the way  suppliers respond to change in price
· Elastic Supply- small -in price has a big -effect on supply

· Inelastic Supply – increase or decrease in price has NO effect on supply

a. Calculating Supply Elasticity

SE = % of change in quantity supplied


% of change in price

b. Factors of Elasticity

· Time – How does time affect supply?
In the short term it is inelastic, but in the long term it becomes more elastic.
5. Supply Production

How a supplier decides how much to produce

a. Labor and their Output

· How many workers needed to produce?

Basic question business owners must answer everywhere.
i. Marginal Product of Labor

The change in output from hiring one additional unit of labor
ii. Law of Increasing Marginal Returns



A level of production in which the marginal 
product of labor increases as the number of workers increases
iii. Law of Diminishing Marginal Returns



A level of production in which the marginal 
product of labor decreases as the number of 
workers increases
b. Production costs – Define and answer how affect supply

i. fixed costs: a cost that does not change, no matter how much of a good is produced – rent, machinery repairs, property taxes, salaries
ii. variable costs: a cost that rises or falls depending on how much is produced


costs of raw materials, heating and electricity, 
iii. total costs: fix costs plus variable costs


the product will cost more or they will restrict 
supply because of cost
iv. marginal costs: the cost of producing one more unit of a good suppliers will produce the most they can and yet still be profitable
v. operational costs: the cost of operating a facility, such as a store or factory
i. Setting Output – How affect supply

j. Shutdown Decision – How affect supply.

