SYLLABUS REFERENCE 1.1 SUPPLY FUNCTION

Big Question: What causes changes to the Supply in the market?
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SYLLABUS REFERENCE 1.1 SUPPLY FUNCTION Webnote 102

Big Question: What causes changes to the Supply in the market? Syllabus: 7-11
(HL only item 11)

Supply Function
Qs of X =f of Px, Ps, Pf, G, Technology, Weather, etc

1. Movement in supply

is a movement along the curve
and is only caused by a price
change see ab below
_

PRICE OF X CHANGES

2. Shift in supply

results in a new supply curve

P see S1S2
Supply curve for X

S2

S1

Ps = price of substitute good/service
Pf — price/cost of factors of
production

G = role for government i.e. indirect
taxation (blue to red) or subsidy (red
to blue)

TECH = impact of technology on
costs of production

Weather = impact of weather on
output

Weather
ETC

Notes:
1. supply curve as a resource allocation curve
2. role of government: indirect taxation and subsidies
3. growth occurs as we move along the X axis from q1 to q2
4. micro supply curve is the source for aggregate supply for the whole
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economy
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