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Use a diagram to explain why Lexmark 
has recently stopped producing inkjet 
printers (3 mins)
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Theory of Supply

Lesson Objective

In this lesson we will:

• Learn about the law 
of supply and 
factors affecting the 
level of goods and 
services supplied

Learning Outcomes

By the end of the lesson:

• All of you should be able to 
explain the law of supply and 
what factors influence supply 
to a market

• Excellent if can illustrate 
changes in the market using a 
supply diagram 

• Even better if you are able to 
apply price elasticity to supply 
curves illustrating examples



sell for 50p per kilo, while 
potatoes sell for 60p per 

kilo.

Which good are you likely 
to grow and sell? Why?

*What assumptions are being made here?



The supply curve for a firm
Price
(P)

Quantity (Q) 
supplied in a 
given period

The ‘profit incentive’ 
encourages firms to 
produce more goods if 
they can receive a 
higher price for them.

As price rises, firms are 
prepared produce 
more as higher costs 
are compensated for.

Quantity supplied by 
the firm will rise.

S



The supply curve for a market
Price
(P)

Quantity (Q)

The law of supply
As price of a good 
increases, the supply 
of the good will also 
increase. Why is this?

A change in price 
results in a movement
along the supply curve 
(extension or 
contraction)

S



What factors influence the supply 
of wind turbines?



Factors influencing supply

• Change in price of raw materials (inc. energy)

• Improvements in technology

• Increase in labour productivity

• Price of goods in joint supply

• Regulation and bureaucracy

• Wage rates

• Subsidies offered by governments to producers

• Indirect taxes imposed on producers

• Expectations about future prices

• Objectives of firms

• Number of sellers in the market



Joint Supply

Price Price

Quantity bought and sold Quantity bought and sold

S Beef

P1

Q1

S Leather

P2

P3

Qa

S1

Qc

P4

QbQ2

Two products are in joint supply when a rise in the output of one product leads 

to a rise in the supply of the other product



Can you think of other 
goods in joint supply?

Illustrate an example using diagrams





What are we learning today?

By the end of the lesson:

• All of you should be able 
to explain the factors 
affecting demand for 
goods/services

• Most can illustrate 
competitive and joint 
demand using diagrams

• Excellent if you can apply 
your understanding to real 
contexts

In this lesson we will:

Investigate what 
influences the demand 
and supply for goods and 
services



Price elasticity of supply

• The proportionate change in supply of a good 
following a change in the price of the good

• PES = % change in quantity supplied

% change in price



Using a demand 
and supply 
diagram, explain 
what happened 
to the price of 
Nintendo Wii 
consoles during 
Christmas 2007.

How has the 
situation 
developed since 
then?



Price elasticity of supply over time
Price

Quantity

P

P2

S1
S2

S3

S1 – Market period supply
S2 – Short-run supply
S3 – Long run supply

Do you notice how the 
elasticity of supply is 
greater in the long run? 

Why might this be?

D2
D1





What factors may affect 
price elasticity of supply 

for a good/service?



Factors determining PES

• The length of the production period

• The availability of spare capacity

• The level of accumulated stocks

• The ease of switching between alternative methods 
of production

• The number of firms in the market

• The ease of entry to the market

• Time – short run/long run



How could the concept of PES 
apply to this example?


