Exercise walk-through

1.5

Supply

AP Macroeconomics



Basic Economic Concepts

L Supply

The law of supply

Supply : how much sellers will sell
at each price. Higher price — higher
quantity supplied — the curve
slopes up. Shifters: input costs ,

technology, number of sellers, taxes,
subsidies

m lower costs / better tech = shift
right

Q m a new tax = shift left



Basic Economic Concepts

L Supply

The supply curve slopes up; costs
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quantity

The supply curve slopes up; costs, technology, tax, and subsidy shift it



AP Macroeconomics

Exercises 2.1:2.3

2.1 State the law of supply. 1]

2.2 State whether a fall in input prices causes a movement along or a shift of the supply
curve. 1]

2.3 List three determinants of supply. 2]



AP Macroeconomics

Exercises 2.1:2.3

2.1 State the law of supply. 1]

2.1

« as the price of a good rises, the quantity supplied rises (other things equal)

2.2 State whether a fall in input prices causes a movement along or a shift of the supply
curve. 1]

2.2

o a shift of the supply curve (input price is a determinant)

2.3 List three determinants of supply. 2]

2.3

« any three of: input prices, technology, expectations, taxes/subsidies, number of sellers



AP Macroeconomics

Exercises 3.1-3.2

3.1 The supply curve slopes 1]
D A downward
B upward

C vertically
D horizontally

3.2 A new technology that lowers production costs shifts the supply curve ]
D A to the left

B to the right

C not at all

D vertically



AP Macroeconomics

Exercises 3.1-3.2

3.1 The supply curve slopes 1]
D A downward
B upward

C vertically
D horizontally

3.1B

e upward.

3.2 A new technology that lowers production costs shifts the supply curve ]
D A to the left

B to the right

C not at all

D vertically

3.2 B

e to the right.



AP Macroeconomics

Exercise 3.3 (a)

3.3 The government places a tax on producing a good.

(a) State the effect on supply.



AP Macroeconomics

Exercise 3.3 (a)

3.3 The government places a tax on producing a good.

(a) State the effect on supply.

(a)

o supply falls



AP Macroeconomics

Exercise 3.3 (b)

3.3 The government places a tax on producing a good.

(b) State the direction the supply curve shifts.



AP Macroeconomics

Exercise 3.3 (b)

3.3 The government places a tax on producing a good.

(b) State the direction the supply curve shifts.

(b)

e to the left



AP Macroeconomics

Exercise 3.3 (¢)

3.3 The government places a tax on producing a good.

(c¢) Name one other determinant of supply.



AP Macroeconomics

Exercise 3.3 (¢)

3.3 The government places a tax on producing a good.

(c¢) Name one other determinant of supply.

()

o any one of: input prices, technology, expectations, number of sellers



