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MODULE 3 SUPPLY

5P
relationship between thepriceof a good thequantity ofthatgood

firms arewillingtosell
express this usingthe equation Qs MP b
quantity supplied the amount of thegood Gs suppliedfor a givenprice P

LAWOFSUPPLY

as price increases so does Qs
as price decreases so does Qs

PERECT COMPETITION

a modelingassumption used to simplifymath
assumes

1 allfirmsellidenticalgoods
2manybuyers manysellers no market power

3 firms arepricetakers meaning thefirmcanonly chargethemarket price
means price P Marginal Revenue MR
wesaytotalrevenue TR PQs

SUPPLYSCHEDULE Curve
thesupply scheduleis a table showing how much of a product firms will sell
at differentprices
graphing gives us the supply curve upward sloping

Qs
supplycurve

20 4
40 6
60 8

APPLYINGTHEMARGINALPRINCIPLE

askinghowmany units should I supply
to solve use the marginal principle and keepsupplying if MRemc
recall under perfectcomp MRP

IT p 11 farmy
themmyketpiff.ee cornis 4Howmuch corn

shouldproduce

10 40 10

20 80 3071030 4 538

30 120
71030 4 60
688

440 160 60 MR MC
50 200 150 4 I 50
60 240 210 30



WHY IS SUPPLYCURVE UPWARD SLOPING

dueto increasing marginalcosts

as we increase thequantity we produce themarginal costincreasesbecause
1 diminishingmarginalproduct whichsays webecome lessproductive asweproducemore requiresmoreinput toproducesame ofgo
2 risinginputcosts


