
Figuring Which Determinant of Supply page 
Supply & Demand Unit 3 

Follow the flowchart below. Ask yourself the questions as you encounter them and follow the arrow to your conclusion. In 
most cases, once you rule out “Input Prices,” “Technology,” “Number of Sellers,” then “Expectations” is the correct determinant 
of supply. 
 

Is there a change 
in the price of the 

factors of 
production? 

Is there a new 
technology or 

broken machinery? 

Has the government 
increased taxes or 

given a subsidy 
payment? 

Has the government 
forced the company 
to change the way 
they produce the 

item? 

Are the workers happier 
or angrier with their job 
or has the firm spent 
money on improving 

their workers? 

Change in the Cost of 
Resources 

Productivity 

Technology 

Change in Taxes or 
Subsidies 

Change in Government 
Policies 

Yes 

Yes 

Yes 

Yes 

Yes 

No 

No 

No 

No 

No 

Is this about 
something we 
think or expect 

will happen in the 
future? 

Change in Producer 
Expectations 

No 

Yes 

Is this about the 
number of firms 
that will sell the 

product? 

No Change in the Number 
of Sellers (or Producers) 

Yes 



Determinants of Supply 

Factor Event 
Supply 
Curve 

Equilibrium 
Price (PE) 

Equilibrium 
Quantity (QE) 

Rules for 
Supply 

Supply Increases Right Decreases Increases 

Supply Decreases Left Increases Decreases 

Cost of 
Resources 

Input Prices Increase Left Increases Decreases 

Input Prices Decrease Right Decreases Increases 

Changes in 
Government 

Policies 

New Policy Makes Production Difficult Left Increases Decreases 

New Policy Makes Production Easier Right Decreases Increases 

Taxes & 
Subsidies 

Higher Taxes Left Increases Decreases 

Lower Taxes Right Decreases Increases 

More Subsidies Right Decreases Increases 

Fewer Subsidies Left Increases Decreases 

Productivity 
Resources are Used More Efficiently Right Decreases Increases 

Resources are Used Less Efficiently Left Increases Decreases 

Technology 
Expansive Technology Right Decreases Increases 

Restrictive Technology Left Increases Decreases 

Number of 
Suppliers 

Number of Sellers Increases Right Decreases Increases 

Number of Sellers Decreases Left Increases Decreases 

Expectations 
Future Outlook Seems Better for Suppliers ? ? ? ? ? ? 

Future Outlook Seems Worse for Suppliers ? ? ? ? ? ? 
 


