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Chapter 5 Supply

Chapter 5, Section 1
1. Why will quantity supplied increase as the price increases?  In other words, why will producers offer more for sale at a higher price?  What is their incentive?
2. Why does the author of the textbook choose to use the example of orange trees to show why elasticity of supply is inelastic in the short run?
3. When the price of a good rises, total supply in the market will rise, but some entrepreneurs might actually choose to work less. Why might they make this choice?
Chapter 5, Section 2
4. How does the marginal product of labor change as more workers are hired?

5. What is the impact of diminishing marginal returns on labor?

6. Give an example of a fixed cost and a variable cost of a bakery?

7. How does a firm calculate marginal cost?

Chapter 5, Section 3
8. Why would a government subsidy for wheat farmers cause the supply curve to shift to the right?  Explain cause and effect.  What will a subsidy do for the farmers?
     9.  Why could an excise tax on manufacturers of SUVs cause their supply curve to the left?  Explain.
     10. How can regulation affect a producer’s output decisions?
