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ptices or the implltt Cllllllllllditics uf the countrv arc incrc·,scd If tlic cl . , • • • J • ' • • as11cit 
d~mand tor the export commoi.hlles or the country 1s elastic, the dcrnund r Y of 
, o<l' • • . or expon comm n,cs a,~ 111c1x-ascd consukrahly as a result of reduction in price of th .. 

d•• ·• . • e expon commo lites uuc lll tlcv;1luatt11n. On the other hand, if the elasticity of dcm d • . . . . an for 
1mpo1t com1m1tl,11cs of the l'Ountry ts also elastic, the demand fur import commod· . 
arc d.xrcascd con~i<lcrahly as a n.:sult of increase in price of the import commo/~es 
due to dc,rJlu:nion. As a n:suh the deficit in balance of p:1ymc111 will reduce. Thu llftes 
th f .1 1 • 1. • • h . s or c success o ueva u:111011 po 19, 11 ts necessary t at the elasticity or demand t 
export and import will he elastic. or 
~~s it. is seen th:1t. th: _prat·tical importance ~r application of the concept of 

elast1c11y ot tlcmand arc ml 111111: lo solve the economic problems and to take econom· 
.I • • • IC ucc1s1ons. 

■ 2.4. Bnsis of Sup11ly 
Analysis of supply is very' .important for discussing theory of production. Actually 

the main objective of production is the supply of commodity in the market. For this 
the ditTerent aspects of supply are analysed here. 

• 2.4.1. Definition of Supply: The amount of a particular commodity seller 
or producer prepare to sell at a lixed price and at a lixcd time is called supply. 
Supply is consiucrcd from two angles. One is the supply of an individual seller and 
the other is the total supply in the market. The amount of a particular commodity an 
individual sclh.:r prepare to sell at a fixed price and at a fixed time is the supply of 
an individual. On the other hanu, the amount of particular commodity all the sellers 
in the markets collectively prepare to sell at a fixed price and al a fi~ed time is the 
total supply in the market. 

• 2.4.2. Factors Determining Supply or Determinants of SuJ>ply : Supply of a 
commo<lity ucpcnus un many fartors. The main factors whidt uctermined supply or 
detenninants of supply are discussed here. 

(I) Price of the commo,lily: Supply of a commodity mainly depends on the price 
of that commodity. Gener.illy supply increases as a result of increase in p1icc and 
supply decreases as a rcsull of decrease in price. 

(2) Price of other commodities : _Supply of any commodity is also dcpendend on 
the price of other commodities. 

(3) Price of the factors of production : Cost of production of the commoidty is 
increased if the prices of the factors of production of that commodity is increased. 
As a result the amount of supply of the commodity may decrease compare to the 
previous amount of supply at a fixed price. 

(4) Conditions of techniques for production : Cost of production changed due 
to change in techniques for production. As a result amount of supply is also changed. 
For example, if cost of production is decreased due to improvement in techniques of 
production, the seller may increase the amount of supply compare lo the previous 
amount of supply at a fixed price. 

(5) 01,jrclive of the producer or lirm: If the objective of the firm or producer 
is to maximize sales instead of maximize profit then the amount of supply may 
increase compare to the previous amount of supply. 

(6) Conception of the sdler regarding future price : The supply of a commodity 
is also influenced by the conception of the seller regarding future price of that 
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. for example, 1f the seller expects th . clfarc 87 

rtl(llo~•lY· ase in future due to increase in pric at 
the Price of the co . 

'°~~er ,ncre f the commollity at present. e at present, then sene mm~dity wilt 
(~ ollnt o I . rs w,11 sup I 
,.c1 n(ll . •5 seen that supp Y of any commodity cl PY 
I"" ""'lls it I • . epcnds on 

,,, .3. the Supply I• und10n: Supply of a commodi . many factors. 
, Z,4 on the supply or a commodity may ch ty depends on few f 
tll' s reas r I angc due t h actors for I th determinants " supp y. So supply is th. d o c angc in alleast • 

one of ets of supply arc the inuependcnt variabl e Acrcndcnt variable and atnhy 
inan . • • 1 e. ctually th e 

iJcteflll . is the tunct1011 of t 1c determinants of s 1 . . c supply for a 
J1lod1tY I f upp y. I he fu . • ny 

c0lll between the supp y or the commodity a I I nc11onal relation of dance . . 1 • . n, t ,c uctcnn· . 
deVC" ly runctton. Supp y I unction can be expre .. cl . 1nants of supply is 
Cllncd su~:e supply f1111ctio11 of a commodity is ssc Ill terms of symbols. For 
e~aJ!lple p P T G E) S ::: f(P,, o· 1 • • • 

5' == Supply of rommodity x. 
f!ere , . . 

p ::: Price of commodity x. 
• p ::: Price or other commodities. 
0 

p ::: Price or the factors of production. 
~ 

T ::: Conditions or techniques for production. 
G ::: Goal or ohjcctive of the producer. 

E ::: Expectation or conception of the seller rcgardin11 ~ 1 • 
0 au ure pnce. 

The above supply function_ is called general form of supply function. From this 
i 1•011 it is clear that there exist a dependence relation of p p p T G E 'th S 
1UC I . , • u- I·' , , WI • 
Bui if all the inde~ndcnt variable~ <P,. Po, p1, T, G, E) arc changeu simultaneously 
hen it is not possible to determine the effect on S, sepcrately for each of the 
:ndcpcndenl variable. For this reason taking any one or this lfctcrminams as variable 
and other determinants as constant, we lry to discuss the relation of that determinants 
with S, For example, in any lixcd time keeping the other dclcrminants of supply as 
constant, the relation hctwecn the price of the commodity (P.) with the supply forthat 
commodity (S ,) wi II be 

S, = f(P.) 
This supply functions is called special supply function. 

• 2.4.4. Law of Supply: Price of other commouitics, price of the factors of 
production, techniques of producli?n, time etc. remaining constant the supply of any 
commodity is increased as the p1ice or the commodity is im:rcaseu and the s~ppl_Y of 
the commodity is decreased as the price of the commodity is decreased. This dir~ct 
relation between price of a commodity and the amounl of sqpply of that commodity 
is called law of supply. . . 

Thus, due to law or supply, the seller wants to sell more amount of the commodity 111 

h . . • d' J the seller wants 10 sell less I e market when the prkc of the commod11y 1s mercase an 
I• •. 0. -rcascu Supply of any amotlnt of the commodity wlien the price of the commo, 11Y is ~~ :. 

. . . • h .• e of tint commodlly because -commodity 1s thus increased due 10 mcrcuse mt c P1 IC ' 

(I) The producer wants 10 maximise his profit. 
(2) The number of seller may incrcas~. 



88 ln1roouc1ory Micro Economicl, 

• 2.4.5. Su11ply Cunc : At a lixc<l time the <liffcrcnt umount or supply or 

commodity at uiffcrcnt prke if rxp1~s~e<l in u schc~ule then the schedule is cu~ny 

supply schcuulc. Supply cu1-vc is oh1.1incJ by drawing the supply schedule in h~d 

graph paper. Thus the different amount of supply tl~e supplier prepare to suppl lhc 

di!Terent p1ice, when exp1'!~sc<l in lhe graph paper ts called supply curve, Y 111 
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Fig: 2.21. 

A111011111 of Supply 

In Fig.1.21 •• amount or supply is ploued along the hori1.on1al axis and the Pric 

or the commodity is ploueJ on the vertical axis. The amount of supply at differcn~ 

price is shown hy the different points. In the figure, the poinl A represents the amount 

of· supply OM when the price of the commodity is OP. Similarly the point 8 

represents the .imounl or supply OM1 when price is OP
1
_ In this w:1y by joining the 

points A.B the lrn:us. SS 1 is derived. The locus SS
1 
is the supply curve. From the 

diagram il is seen th.ii the supply curve is upward rising i.1•. the slope of the supply 

curve is positive. Supply nirve is upward rising due Ill law or supply i.e. supply is 

increased uue 10 increase in price and the supply is dl'Cl"l'ascu uue to decrease in 
price. So supply curve is upward rising due Lo law of supply. 

❖ 2.4.5.1. Why Supply Curve is Upward Rising : The diffcrenl amoun1 or supply 

the supplier prepare Lo supply at different price, when exprl•~scu in the graph paper 

is called supply curve. Supply curve is generally upwaru rising i.e. supply is increased 

due Lo incre:1se in prkc ant.I supply is decreased uuc to uccrcase in price. The causes 
ofJhe _u_p~vard sloping supply curve arc now discussed. 

(I) Law of Diminishing Returns: In a production proces~ other inputs remaining 

constant if one input is incrca~cd continuously, the addition in prouuctive capacity of 

the variable input (marginal product of the variable inpul) is uecreased continiously 

after a certain level. This is called law of diminishing returns. This law operates in 

the short run production process. For this aduition in productive capacity i.e. marginal 

product of the variable input uccrcases. As a result cost or production tends to 

increase. For this reason pri~e or the commodity tends to i11ncase uue to increase in 

cost of prouuctiun along with the increase in output. Thus supply is increased as a 

result of increase in price a11d supply is decreased as a result of decrease in price due 

to law of uiminishing ll'l11rns i.e. supply curve is upward rising due Lo law of 
diminishing returns. 
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(Z) Labour 111:1rket : In tlw lah'.1ur market the supply of lahour hour for individuaf 

labourer is incrc:~sed uplo a c_crtam stage due to incn:asl' in the price of labour or 

wage rate. Bui altl·r that ce1111111 stage the sup~ly or lahour hour is decreased due to 

increase in wage rate: llcl:ausl' the _labourer wish Lo enjoy lllorc leisure at high wage 

rate. As a result the 11111~ lor work t.<'., supply of labour houri~ decreased. This is an 
exception LO the l:1w ol supply. 

(3) Sell under economic distress (acute poverty) : If the ~cller is on economic 

distress, supply is incrcascu even though the price of the cun1111odity is decreased. For 

example poor lnJi:111 farmers at the time of harvesting, ini:rcasc the supply even 

though the price of their products arc very low. This is abo ;111 exception to the law 
of supply. 

(4) Expectation or the seller regarding future pril.'1•: The price of -any 

commodity when increases continuously sellers may rc:1li1.c 1ha1 the price of the 

commodity will also increase in the future. In this situation the sellers decrease their 

supply at present inspilc of thl! increase in price or the con1111udity. On the oth~r hand, 

when the price of any rnmmodity decreases eominuously thl· sellers m:1y realize that 

lhc price or the commodity will alsv decrease in future. In lhis si~uation the sel_lcrs 

increase their supply al 1m·scnt inspite.of the decrease in prirc ol the tommoduy. 



90 lnlrOlluctory Micro Econom1c1' 

Herc it is menlioneu 1ha1 the supply curve is not upw:ml rbing lo lhe right 
the law or supply uoes not holJ. In these cases the supply nirv~ may he paru~hcre 
the price axis or Jownwonl sloping to the right or backw:ml lwnu111g (labour •n ct lo 

arkct) These supply curves arc calkJ abnornml supply curve. , 
• 2.4.7. Supply Ch1111~c: Changes in Quuntity Su1111licd and Chaug , 

Supply-Shirts in the Supply Curve: The amount of a particular comnlod'ics 111 
• J 1- I • • 1 Y the seller or producer prepare to sdl at a fixed pncc an al n IXl'1 111nc 1s called s . I • • 1· Upph, Supply may change in two ways-one 1s c ianges Ill qm111111y supp 1cJ and the Olh 1• 

is the changes in supply. Cr 
~ 2.4.7.l. Ch:lll~l'S in ()unntity Su1,11licd : According 111 lhc law of supply . 

r I ·•· • • 1· I 1· 1· d 1· 1 ·I • • ' Price O Oller COllllll\lullll!S, pnn: {I I IC actors O pro UC lllll, l'l 1111qucs ol produc . 
• . • I I r 1· • hon time etc. rema11Hll!! c1111s1:inl, I le supp y ll any COlllllllll llY I\ lllcre.1sell as lhe . ' 

of the commolii1y is iurn:a~rd anJ the supply of the c11111111111h1y is decreased a~ncc 
price of the co11111111di1y is dcc1cascJ. As a result the sl'lkr 11,;,ves from one P<>' 

th
c 

Ill! to another point on the sallll' ,upply curve. The movcmcnl on lhl' same supply curv . 
called changes in ,1u:111lily su1•1>licd. Changes in quanlity ,upplicd is now cxptat is 

• h I I I • 1·· -, '>'I ncd Wit l l,C le p ol •1g. -·--· 

P,ice s· 
I 

p 1-------~ A 

M, M A111011m of Supply 

Fig: 2.22. 

In Fig 2.22 .. 1he a111m1111 or supply is plollcd on the h11nmlltal axis and price of 
the commodi1y is plollcd 1)11 the verli~al axix. SS1 b 1lw supply c:urvc for the 
commodity. On 1his supply curve the amount of supply i!. ( ll\11 when price is OP. The 
amount of supply t.lclwasc rnun OM inlo OM

1 due to dccn·a,c ill price from OP to 
OP,. So it is seen 1ha1 other thinis remaining constant lhe sl'llcr moves from A to B 
on the same supply curve SS1 due tu chan}!c in price only, Thus change in price on 
the same supply curve is the changes _in qutantity supplied. 

0 2.4.7.1.1. Causes or Changes in Quantity Su1>11lil•d : Changes in quantity 
supplied occur due lo many factors. The main causes or challJ!es ill quantity supplied 
are discussed below : 

(I) Law or Diminishing Rl·lurns: In a production proccs~ olhcr inpuls remaining 
constant if one input is inht.•ascd continuously, the addi1i1111 ill productive capacity of 
the variable inpul (marginal producl of lhc variable inp111) is dct.:rcased con1inuously 
aflcr a cerlain level. This is cnlkd law of diminishing rt.:iurns. This law operates in 
the short run produclion prm:ess. For lhis addi1io11 to produclivc capaci1y i.e. marginal 

supply ond Demand : How Market Work 
, Mnrkc1 nnd w ·Ir • bl • t d c arc 

f tlic vana c mpu ecreascs. As a 1 91 o , f resu t cost r 
(()duel for this reason pn~e o t~e commodity lends to . o production tends to 

~ocrense, eduction along with the mcrease in output Th increase due to increase in 
• osl of p~ rease in price and supply is decreased a , us supply is increased a 
'sull of incd'rninishing returns. Therefore law of sd_a ~e~ult or decrease in price: a re of 1 1. d • 1m1n1shing ue 1aw . uantity supp ic • return is a cause f 10 s 111 q 0 
,~00ge ectation of the seller to maximise profit. Th 

(2) £%Pupply the commodity with the expectation 10 • ~ ?roducer or the seller 
oeoera11Y s onstant, if the price of the commodity is in maximise prolit. 01her things 
e •r,inu c 11 creased prolit • . ,er0a• 0 As a result the se er or producer increases th • per umt 1s also 
increased, pectation to increase profit. On the other h e dsupply of ~he commodity 
. h 1he ex f h d' . an , other things • • 11111 if the price o t e commo lly is decreased, prolit r uni . remammg 

c00s1aol It the seller or producer decreases the supply of tk t is n!so decreased. 
AS a re:~n of the seller to maximise profit is a cause of chano;i:mod1t~. Theref?re, 
expeciaCI nges in number of Producer or Seller : Oiher th<:' 

0 
qua~t'.ty supplied. (3) 1:i d' . • mes remammg constant . of the commo lly 1s mcreased, the amount of profit • 1 . ·rlhe price II . I is a so mcreased The 1 f producer or se er may mcrease due to expectation f . • 

111ber o d' . 0 eammg larger profit. nu suit supply of commo 1ty may mcrease. On the other hand th be µ a re d 'f h . , e num r of ro<1ucer or seller may ccrea_sc I t e price of the commodity is decreased. As a 
P 11 supply of the commodity may decrease. Therefore, chanocs in nu be f ,esu . f h . c m r o ro<1ucer or seller 1s a cause o c anges m quantity suppled. 
P t 2.4.7.2, Changes in Supply-Sh~rts in the Supply Curve: Supply of any 

modity depends not only on the pnce of that commodity but also depends on com • f d' • olher factors. The pnce o a commo ity ren:1aming constant, the supply for the 
cornmodity is changed a~ _a resu(t of change m other determinants of supply (e.g. 

·ce of other commod111es, pnce of the factors of production, techniques of 
p~duction, time etc). This is called changes in supply. Supply curve shifts its 
~sition due to changes in _su?ply. Price of the commodity remaining constant, if the 
supply for the commodity 1s mcreased due to change in at least any one of the other 
deierminants of supply, the supply curve shifts to the right of the old supply curve. 
On the 01her hand, due to these changes if supply is decreased, the supply curve shifts 
10 1he left of the old supply curve. This is shown in Fig 2.23. 

SJ S1 S1 

Price 

s 

L._ ____ __JL--_,L__.1-_~----► Amo1111t of $11pply 
0 Ml M, Ml I •• . 

Fig: 2.23. 

IME-8 



92 In1roduc1ory Micro Economics 

In Fig 2.23., the amount of supply is plo11cd on the horizontal axis a <l . 

the commodity is plolled on the vertical axis. In Fig 2.23., SS1 is the in~· Prrce or 

curve. Here OM is the amount of supply at price OP,. Price remaining con ital s~PPly 
, d. . d s ant If 

price of the factors of production for the commo 1ty 1s ecrcascd or the t h . Ifie 

of production is improved, cost of production for tJ1c commodity will decec niques 
d. h rense 

the seller will increase the supply of the comm.o lly at t ~ same price. As a illld 

supply curve shifts from SS
1 

to SS:. Herc OM: 1s the amount of supply at lh result 

piice OP
1 

i,e., supply is increased at the same price. c 8illlJe 

On the other hand, price remaining constant if the price of all the fa 

production for the commodity is increased, the cost of producton for the co;tors _of 

will increase and the seller will decrease the supply of the commodity at th:odity 

price. As a result supply curve shifts from SS1 to SS_1• Herc OM.1 is the amo salllc 

supply at the same price OP
1 
i.e., supply is decreased at the same price. Thcrefount of 

supply curve shifts its position due to changes in supply. re the 

o 2.4.7.2.J. Causes of Changes in Supply-Causes of shifts in the Su 

Curve : Changes in supply occur due to many factors. The main causes of cha PPly 

in supply or shifts in the supply curve are discussed below. nges 

(I) Price of other commodities: Changes in supply occur due to change in pri 

of other commodities. For example supply of mustard seed will decrease due :e 

increase in price of wheat even though the price of mustard seed remain constant.~ 

a result., supply curve of mustard seed will shift to the left because more lands will 

be used to cultivate wheat in place of mustard seed. 

(2) Price of the factors of production : Cost of production of the commodity is 

increased if the price of the factors of production for that commodity is increased. As· 

a result the amount of supply of the commodity at each price may decrease compare 

to the previous amount of supply and the supply curve may shift to the left. 

(3) Conditiom of techniques for production : If cost of production is decreased 

due to improvement in techniques of production, the seller may increase the amount 

of supply compare to the previous amount of supply at a fixed price. As a result 

supply curve may shift to the right. 
(4) Objective of the producer or firm : If the objective of the firm or producer, 

is to maximise sales instead of maximising profit then the amount of supply may 

increase compared lo the previous amount of supply. As a result supply curve may 

shift to the right 
(5) Conception of the seller regarding future price : If the seller expects that the 

price of the commodity will further increase in future due to increase in price al 

present., then seller will supply less amount of the commodity at present. As a result 

supply curve shift to the left. 

(6) Effect of Tax : Supply changes due to tax. If new tax is imposed upon the 

product or the amount of old tax is increased then seller will decrease 1he amount of 

~;,ipply at the same price due to increase in production cost and the supply curve will 

shift lo the left. On the other hand, if the amount of old tax is reduced or the amount 

of old tax is abolished the seller will increase the amount of supply at the same price 

due to decrease in production cost and the supply curve will shift to the right. 

(7) Effect of Wea.the~ : Weather sometimes aff ec1s 1hc supply of agricullu~I 

product. For example, if rams takes place in appropriate time and appropriate quanUIY 

supply and Demand : How Mark W et ork l6 
' ,v1arkc1 llnu Vi< 

ll
·on and supply of agricultural prod . clfore 93 

due uct will • 
.he pr<> 0 

ihc right. On lhe other hand if c increase anu lh 
~• 1.·f1 I . • xccss r • e suppl 
viii s1•

1
. and supply of agricultural product w'II d. ain or drought tak Y curve 

',..Jucllon I ft I ecrcasc and th cs place the 
P'~~ 10 thC e • e supply curve will 

sh'ns 4.s. Individual Supply Scl1cdule and Market Su 

• z. d Market Supply: At a fixed time the d·u pply Schedule-Jnd· 'd 
Jy 11n • • 111ercn1 1v1 uaJ 

suPP od·ty at different price 1f expressed in a sched I amount of supply of 
tTI I I h d I · u e, then lh any 

cefll schedule. Supp y sc e u e 1s of two types. One is . . . c schedule is called 

suPPJy thcr is market supply schedule. individual supply schedule 

d ihe o d·n· 
#II r,.xed time the I crcnt amount of any comm d' 

Al a ~rice when expressed in a schedule then th;t '\ a scllc~ prepare to sell at 

dilfc~ll:chcdule._ . . sc cdule is called individuJ 

suPP Y othcticl ,nd1v1dual supply schedule for a comm d. . 
A hYP . . . o 11Y is shown in Table 2 6 . 

Table 2.6 • • lndmdual Supply Sched I • • • 
ue 

- Price of sugar per kg. (lb.) Amount of sugar supplied (kg.) -- 30 J 400 
- 25 360 
- 20 300 

.. 
From the above md1V1dual supply schedule it is seen that wh lh . 

. en e pnce of sugar 
• 0 , 30 per kg. 1hen a seller supplies 400 kg. of sugal'. But when lh • f 
~ ~· . • e pnce o sugar 
~ Rs, 25 per kg. then the seller supplies 360 k~. of sugar. Further when the price of 

0., is Rs. 20 per kg. 1hen the seller supplies 300 ka ot· suoa' r Th • d. 'd 1 
lll~"' 

c· c , • e m 1v1 ua 
wpply schedule thus shows how much a seller want 10 sell al different pri f 

h. • .1· 'd I 
ce o a 

commodity. From. t 1s. mu.'v1 ua supply schedule it is also seen that lhe amount of 

wpply is smaller 1f pnce rs decreased and the amount of supply is larger if price is 

increased. 
At a ~xed time _the different amoun.t of any commodity which the sclle~ jointly 

iell at different pncc of lhe commodity when expressed in a schedule 1hen that 

ichedulc is called market supply schedule. Let us assume thal there arc only two 

sellers in 1he market. Seller-A and scller-B. The sum of the individual supply schedule 

of 1hcse two sellers is the· market supply schedule. A hypo1hc1ical market supply 

rchedule is shown in Table 2. 7. : 
Table 2.7.: Market Supply Schedule 

Price or sugar Amount of sugar Amount or sugar Amount or sugar 

per kg. supplied by supplied by supplied in tbe 

(Rs.) Seller-A Seller-B market 

(kg.) I (kg.) (kg.) 

' I (Amount or sugar 
su11pliccl by Seller-A 

I 
+ 

I Amount or Sugar 
su11pliecl by Scller-D) 

30 400 500 900 (400 + 500) 

25 360 440 800 (360 + 440) 

20 300 350 650 (300 + 350) 
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ly schedule, it is seen 1hal when the price 0 
From the. :iho~e ::,'i~r A ~Jpplies 400 kg of Sugar ~nd seller O supplie~ Sligar it 

Rs. 30 per kg lh1.:n . , R 30 the supply of sugar Ill lhc market is 900 
50o ~ 

of sugar Therefore al pncc s. • 25 • k., I kg ( l . • ) Wh ihe price of sugar reduced to Rs. pci 7, I 1cn seller A 4~ 
kg+ 500 kg • c~ 

11 0 
supplies 440 kg of sugar. Therclorc at price Rs s11

PP1ic1 
360 kg of s~::~ ~~ 1:: ;:rkcl is 800 kg. (360 kg. + 440 ~g.). In the sarne· 25, Ilic 
supply of s .= f . Rs 20 per kg then the supply lor sugar in the manner when the pncc o sugar ,s • ' lllark ,. 

350 
'·g) The m:1rkel supply schedule .thus shows how e1 is 650 kg (300 r.g + " • • • lllUch . . 

1 1 
•n the market nl different pncc of n commod11y. From th lhc sellers Joint y supp Y 1 1 • e rn~..t 

1 Cl 
,Jule it is also seen th:it the amount of supp Y m the market is s"' 1~,ei supp y s 11.: 1 • h 1. • .. ,a le • . . d ·creased and the amount of supp y tn t e mar,-ct is larger if p • r ir pnce ,s c rtcc • . d IS increase . . 

Supply cun·e is obtained by dr~wi~g _1~e supply sch~d~ile on the graph pa 

S I 
curve is of two types. One ,s md1v1dual supply cu1 ve and the Olhe • Per. upp Y • • • b • d b • r is lhc ... ·et supply curve. Individual supply curve 1s o tame Y expressing the ind' • ma,.. . f d • • .,· • IY1du I 

Pp
ly schedule on the grJph paper. At the ume o rawmg 111u1v1dual supply a su . 

1 
. . , . curv th• amount of supply is plotted, on the honzonta axis anu pncc of the corn _c, t: I . I . rnodny is plotted on the vci1ical axis. The market supp y curve 1s o limned by adding lhc 

individual supply curve. 
ll is nssumed that there arc only two sellers in the market. Seller-A and Sell · h ' d' 'd I • er-B Market supply curve is obtained by adding l ese two tn 1v1 ua supply curve sid • C by 

side. 

Price s. Price s? Price 
s) 

pl P, pl 

p .... ··•-··-······- p A p 

i I s 
s s 

O, M
1
M\ 

Amount of individual 
~ _ supply (Seller-_!.) __ 

Fig : 2.24., , 

0. M
2M\ 0 M M' 

Amount of individual A11101111t of 
~- s_upply (Sell~(-8) _ _ _!"~~rket supply· 

. Fig : 2.25.'' Fig : 2.26. 

In Fig 2.24., SS
1 

is the individual supply curve of seller A and in Fig. 2.25., SS, 
is the individual supply curve of seller B. From Fig. 2.24. it is seen that al price OP, 
the amount of supply of seller A is 0

1
M

1 
and from Fig. 2.25. ii is seen that at prict 

OP, the amount of supply of seller B is O,M .. Therefore al price OP, the amounl or 
supply in the market is OM (O

1
M

1 
+ 0:Mzf This is shown in ligurc 2.26. by the point 

A. As a result of rise in price lo OP
1
, the amount of supply of seller A is 0 1M'1 and 

the amount of supply of seller B is O,M'
2

• Therefore al price OP , the amount of . I 
market supply is OM' (0

1
M\ + O:M~). This is shown in Fig. 2.26. by the point B. 

T~: locus SS; is obtained thro~gh the point A and .!3· Herc the locus ss., is the ':1:rkd 

P
ly 1111d Demand : How Market W SUP ork, M . . . arkc1 an(! \V 

frorn the tli.igram II 1s seen.that the . clrarc 

I
~ curve·,. i·e 1hc market supply curve w·111 bmarket supply cu 95 nP I re o • • c up . rvc SS • plr fltC . upward rising. Ward rising ·r I is upward 

~sinS· curve is I the individ I 
~pplY sticilY of Supply ua 
s ~Iii . . • 

'
z.5• . 

5 
rcrna1n1ng constant, the percent thirtS age chang. • 01hcr dilY due 10 one per cent change in the r·. c in <1uantity su • 

0
rofll0 ty. Therefore. P ice or lh.i1 com • Pplted of ,nt ~ 'IY of suPP mod11y is called 

1
,suci Percentage change in . 

I of the qua~111y supplied 
. . of supply (E) = commocl1ty 

flos11c1IY Percentange change • . 
of the en !" pnce rmmocluy 

Chanoe in • o quantrty supplied 
Initial quant't . - x 100 

t
•city of supply (E) = 1 

Y supplied 
. 1:1as 1 ' Ch • ,.e., ange in price 

I • • I x 100 ntlla price 
. ,·iy of supply is now expressed with the help f . 

flas11c1 :: inili:tl quanlily supplied. o symhols. 
1 •t q • • ,.,.. • M :: small change III quantity supplied (~ = small .1 . , . 

called delta). . t l,lllgc, this symbol is 

p :: initial price. 

6
p ., small change in price. 

~q X 100 

'fherefore, Elasticity of supply (E,) = i = ~q x~ = ~q . .!'... 
_£ x I 00 q ~p ~p q 
p 

Elasticily of supply is of different types. . 
(I) Unit ~Ias_ticity of Supply : If the percentage chang~ ii; quantity su~plied of 

the commodity ,s equal lo the ~rcent:1ge change in price then it is called unit 
claslicity of supply. Her~ E. = I !.e. the_ ~alue of the clas1ici1y of supply is equal lo 
one. In Fig. 2.27., OS, 1s the unit elast1c1tr..5~pply curve. 

Price 

O "----------➔ A11101111t of S11pply 

Fig: 2.27. 
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