[image: ]
[image: ][image: ]
[image: ]
[image: ]
[image: ]
[bookmark: _GoBack][image: ]
[image: ]
[image: ]
image7.png
Momentary supply

One given period in time
(eg, right now!).

Firms cannot respond in any way to
a change in price.

So any change in price will Price increases
not result in any changein but quantity
quantity supplied. supplied stays
the same.

No inputs are variable, all factors of
production are fixed.

Price elasticity of supply is zero
(perfectly inelastic).
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Example:

-over a period of a month
sn“" term s“nnlv farmer Joe would be able to
increase the quantity

supplied of cucurbits in
response to a change in price.

-there would be time to hire
extra staff and purchase
more picking machines.

Price

increases
and quantity
......... ¢ supplied
increases a
little.
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Long term supply

The big future.

Firms can respond to a change in
price and this is unlimited.

So any change in price will
result in a large change in
quantity supplied.

All inputs (factors of production) are

variable and the firm can benefit
from economies of scale.

Price elasticity of supply is elastic.

Price
increases
and quantity
supplied
increases by

more.
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Large price

Inelastic supply
change

Quantity supplied is not very
sensitive to a price change.

Quantity supplied is less than
proportionally responsive to a
change in price.
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Small price

Elastic supply

Quantity supplied is very
sensitive to a price
change.

Quantity supplied is
more than proportionally
responsive to a change
in price.

Large change in
: . quantity
0211444099 supplied
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Extremes of elasticity
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€\, Reasons for differing supply
< elasticity

Elasticity of supply (how responsive a firm is
to a change in price) changes over time.

Over time a firm can be more responsive...

It won’t happen over night, but it will happen!
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Supply elasticity over time \/% 7

ks

There are three distinct time periods.

Right now
one point in time

(momentary) Today

immediate future
(short term)

Next week
future
(long term)
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Supply elasticity over time

Momentary Short term Long term

As time changes, elasticity
of supply changes from
not very responsive
(inelastic) to more
responsive (elastic).

Producers are more able to
chan?e their quantity
supplied in response to
changes in price over time.





