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supply a, 

r the di.igram it is seen_-that the market supply curve SS, is upward 
1 frol11 I • ·11 b I • • • • I • • d' "d I i ,urvc- . the n,arkct supp y cm ve w1 e up wan nsmg I I t 1c rn 1v1 ua 
t pplY rcfo1 c . . , ,, so. (T fhC . pward rising. • 
( nstllc' urvC IS U i soPPIY c sticitY of Supply •• 
i • z,5• f:I~ ·ernaining constant, the percentage change in quantity supplied of 

I

. Other tl11~~s ~ue to one per cent change in the pri~e .~r that ~om1!}odity, is ca11ed 

Y 
conirnofd• ypply. Therefore. • • • • • • • 

1 

I ,o 'lY O SU • ! t1,stic1 Percentage ch_ange_ in, quantity ~Lipplicd 
of the commodity 

Elasticity of supply (E) = ~ercentange _c~·ange in price 
of the cpma:nodity -

. Elasticity of supply (E.) = ,.e., 

Change in quantity supplied 
X 100 

Initial quantity supplied 

Change in price 
------- X JOQ 

-Initial price , -
Elasticity of supply is ~1ow exp1:cssed with the help of symbols. 

. ' • I 

L t q = initial quantity suppltcd. • 
e' aq = small change in quantity supplied (L\ = small change, this symbol is 

called delta). 
p = initial price. 
~p = small ~hangc in price.... . _ .. _ ___ _ _ 

, . L\q 
-_ ·-xlOO 

· . f I (E ) • q . · L\q P L\q p Therefore, Elast1c1ty o supp y s = 
6 

, = - x - = ·-.- • : 
· ' • ' ' · _E_ X ] QQ: : ' q : ~p • · L\p q ' . 

p 

Elasticity of supply is of, diffe_rent typ:~·. : : . ;, .. , .. ·: , 1 , ; ;: . , • • > ✓ 1 , 

{I) Unit Elasticity of Supply_: If ~he pen;entage c~ange !n qua_ntity supplied of 
. the ~ommodity is equal to the percentage; ch~nge in. pri~c. ~l~cn it'. is call~~ unit 
• elasticity of supply. Herc E. ~ I i.e. the value of the. clastif.;ity o( supply is equai to 
!. one, In Fig. 2.27., os, is the unit elastic_i,ty s~pply 'curve._,··. • •• 
• • • _J , • i . •· j , . ., • • f. .. ~,.. ,,. •• ~ • ~ • ... l • . 

Price 
'j 

' , I 

O ____ ___,;, ______ ~ • Amount of Supply 

Fig-: 2.27. 
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(2) Elastic Supply: If the percentage chang.c in. qua111i1y sup I', 
commodity is greater than the pc1:ccntage _c.h~nge in pm:I! . I hl•n it is ~a;~: or I~ 
supply. Herc E > I i.e. the value of the dasuc1ly of supply 1s grculcr 11 • u c1031• • . iun on ic 

(
3
) Inelastic Supply : [f thl! percentage ch_angc_ 111 qua111i1y sup Ii c. 

commodity is less than the pcn.:cntagc change Ill price, then it is c·,lpl cu_ or lh · I • • f 1 • ' cu 1n c supply. Herc E,< I i.e., the value of the c asllclly o supp y 1s ll!ss than on elastic 
(4) Pcrrcctly Elastic Supply: If the price of the commodity remain • c. · 1· I d' • consta if the percentage change in pncc o t 1e com mo 1ty 1s zero, even thou •h 111 i.t. 

change in supply then it is called perfectly elastic supply. I lcrc E = oc (~ •
1h

~rc is~ . I . 1· . • inlin11 ) 
the value of the elasticity of supply 1s cqua lo in 1111ty. Y i,t ., 

In Fig 2.28., SS
1 

is the perfectly elastic supply curve. 
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Si------------

0 
A111011111 of Supply 

Fig: 2.28. 

This supply curve is parallel to the horizontal axis. This is because even th . . . . • OU•h 
pnce remain constant there 1s a change m supply. This means that the supplier su j 
the commodity at a fixed price. pp y 

(5) Perre~tly In.elastic Suppl~ : If there is a change in price of lhe commodity 
even .lho~gh there 1s ~o. change m supply i.e. if the percentage change in quantily 
supphed 1s ~c.ro, then 1t 1s c.allc~ perfectly inelastic supply. I lcrc E. = o i.e., lhe value 
of the elast1c1ly of supply 1s equal lo zero. 

In Fig 2.29., SS
1 

is the pcrf cctly inelastic supply curve. 

Price s, 

0 ,...__-----~5-----➔ A111011111 of S11pply 

Fig: 2.29. 
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I 
·s sur a axis Th· • 'fl1 , in pril"c supply remain constant • is 1s hl'rnuse , ,11:1ngc al a panic I· even lhough th 

is II c.: 
1
, l\'lcasurcnu.·nt of the Elasticity r S u "" ll'vd. ere , Z 5, · · i· o upply , 1• • • cthod el:1suc1ty o supply is measured • o111l Eh1stic'1ly M 

I 
·s 111 . al a p· f • clh d • 

10 I 11 this 1hc method is callcu point elasli ··1 ,11 ll'lllar point on lh o • c for . 
1 

. . . c1 Y melhc,J Tl • c supply 
,~,v · ,·cn

1
cnl ol c asl1c1ty ol supply at a • • us 111c1hoJ is •1 

111
casu . . • pan1cul· • • a so called 

1hC .
1 

with the help ol Fig. 2.30. o1r 11
1 
ll'c. Point clast· • • asurcu • icity is 

f11C price , , 

N
1 
r----:----:'.~---__!~ 

Ni-------~::...Jc 

I • .. . . • ii 

s, 

O~~D~----~~-.~ML_LM,--A~ef~fy-
. ' Fig: 2.30 . • 
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In Fig. 2.30 the amounl of supply 1s measured on the hurimnt·,I av·. d • • · I · I I · • • ,_1s an pnce 1s 

Ca
surcd on the vcrllca axis. n l 1c diagram OS is the st,···., 11 1• n1 . . . , . . . . . . .· 1 . • •

1 g I me supply curve. 
On 

11115 
supply cu1 vc_A 1s •• pmnl. Elasllc1l.Y of supply 1s llll'asurc<l at poinl A. From 

point A, the p~rpcnd1cular AM on· Lhc. honzonlal axis and 1hc' perpendicular AN on 
the vertical ax1~ arc drawn. Another p~ml B is taken near the pninl A. From the point 
B, the perpendicular DM

1 
on the horizontal axix and the pl·rpcndicular BN on the 

vertical axis arc also drawn. Comparing the points A and 13 the following inl'o:mations 

are deiivcd. • 
Initial price (P) = ON = AM : 
sn:iall change in price (~P) .= NN 1 = BC; 
initial quantity supplied (q) = OM; 
small change in quantity supplied (~q) = MM = AC. 

• • I 
Thcrelorc, at poml A, 

. . 6q p 
clasl1c1ty of supply (E.) = - x -. 6P q 

i.e. E. = MM, x ON 
• NN 1 OM 

or, E, = AC x AM ...................... (I) 
BC OM .. • • '' 

Herc ~BAC and 6/\DM arL' cqui.mgular trainglc,' 
'I 

' 
. AC DM 
•• BC= AM. 

:. Elasticity. of supply at point A 

E _ AC AM 
• - BC x OM [from relation ( 1 )] 

i' I 

,. Ju : 

t 1(1: I, t I ti •! •• I 
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DM AM [ D1\1 • • AC] • E = _ x _ pulling - 111 place ot UC ,.e. s AM . OM Al\1 

DM 
or, E =-

' OM 

Elasticity of supply at diffc.:rcnt po_int on the str~i~hl li1_w 1-11pply. l'11rv~ can now 
measured with the help of this rcla11on e.g. clast1c1ty ol ~upply ,ll point 8 Will t 
E = DM 1 . 

~ OM
1 

From the diagmm it is seen that OM < OM. So elasticity of supply at point A • 

,.. IS 
E = DM < 1 i.e. elasticity of supply is less than one. 

• OM . d . . . I Thus it is seen that ir the supply curve 1s a upwar r1s111i.: stra1g 1t line ha . 
' ' I ' t 11 • vuig a positil·e intercept on the horizontal axis, at cac I pom 011 11s supply curve the 

elasticity or supply will be less than one. 
Similarly it ca~ _he ~'''~'l'd that if the su~1>ly c~rve is ;1 111n;ar~. rising straight 

line ha,•ing a pos1ta,·c mkrc<'pt on the vcrhcal nxas ns shown III I• 1g 2.31., then t 
each point on this sup11ly ,:urvc the elasticity or supply will he greater than ona 

From Fig. 2.31. it is seen that DM > OM. So elastic.:ity 111' .~upply at point A ~; 

E = DM > I i.e. clastkity of supply is greater than one. 
• OM 

D 0 

s, 

M A11101111t of Supply 

Fig: 2.31. 

Price 

o(D) M 
A11101111t of Supply 

Fig: 2.32. 

Finally ir the supply curw i~ a upm1rd rising straighl line lhrough the origin, 
t_hcn a~ each point on it lhc dasticity of supply is cqm1I lo Olll' which is shown in 
Fig 2.32. From Fig. 2.J2. it b seen that DM (OM) = _OM. Su l'lastil'ity of supply at 

• t A • OM • I • . f I . pom 1s E, = OM = I ,.,·. c as11cny o supp y 1s equal 111 1111c. 

Again if the two straight lines intersect each other llll'II l'laslicity or supply will 
be smallr,· whose slope is larger (more steep) and elasticity of supply will be larger 
whose slope is smaller (less steep). This is shown in Fig. '.LU. 

supply n11d Dc111n11d : I low Market Work 
' . ' Murkl'I 1111t1 W ·If-

. 2 3J., 1wo sll'llll!,ht hnu supply curves DS . c ,ire 99 
Ill fig,. '1 c rwinl A is tuken on the supply c I an~ l·.s_. i111er~cct . h 

A JI I l urve I>S II cac Other at I ,,. ' I' h'll 'll · 
p0i

11 
_ ~-. Agal11 if lhe point A is lukcn 

O 
. • point A, elasticity 

f s11PrlY [!I - OM l;M ll supply l'Urvc Es. then at . 
o . of supply n. - • - - po1m 

chis1ic1IY . C >M 
A, . . IJ~. > ]~'I_ m, I>M :::, EM. 

r11crclOIC ()M ( lM 

l'ril't' 

s. 

I) E M 1\11101111( 0JS11pply 

Fifi: 2.33, 

Tl elasticity of supply· of the supply curve DS1 is !!ll'alcr than the elasticity of 

l,us,f the supply curve I •:S ,. Thus it Is seen that if the hrn slrai~ht lines intersect 
supp Y c • • I' I 'II b II h thcr thl'II dnslll'IIY o supp Y Wt c sm11 er whm,c.• slopl! is larger and 
rac 1• ~ly or su11J1IY will hl' lurgcr whose slope is smalll•r, lh-rausc here slope of the rlas ,c1 I . . . 

ly curve ES. h larger hut c as11nty 1s smaller and the slopl: of the supply curve 
supp • • • 1· I • I DS is smaller hul clasllclly II supp y 1s urger. 

If the supply curve. is curvcdly then lO measure clas1ici1y 111' supply at any point 
the curve, a tangent will be drawn at that point. Ela~1iri1y or supply will be 

:asurcd with th\! belp or tangent as in the case of str:iighl line supply curve. It is 
shown in Fig. 2.34. 

/'rice 

A 

() 
_L_....L------➔ 1\1111111111 of Supply 

D M 
Fig: 2.34. 
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DM 
In Fig. 2.34. elasticity of supply al point A is (Es)= OM· In this way it is . 

to <lctcnninc elasticity of supply ut any point on the supply curve ss,. Possih~ 

• 2.5.2. F:u:tors Dl·h'rmininJt Ehasticity of Su!>ply or Determinants of . 
city of Supply : Hlastirity or supply for a commmhty depends on many facto Elasu. 
main factors for dl.'lcrmina11ts or elasticity of supply arc discussed below: rs, lhe 

(I) Nature of lhl' l'ommodlty : The value of the ela'iti<.:ity or supply for pcris 
commnditil~S is gl'llcrally ~111all. hir l~xarnplc vagctahlcs. On the other hand, the hable 
of the elasticity nl' ~11pply for non perishable commodities (i.e., the comm ~~l_ue 
which can he stnl'l:d up) is ~•cnt.!rnlly greater because if the prin: of these comm 

0
d~t~cs 

. . I d • I· . o lhes 1s nxluccd the amount of supply can be re, ucc tn argc .inwunl and the comrnod' 
can he stored up for future s11pply. 11Y 

(2) Supply of the factors or production : If the factors of production for 
commodity arc easily avail:ihk in adequate quantity then the supply of the commod' a . . I . ,. I , I' • • 1ty can he increased easily when t 1c pnce o t 1c commoully 1s increased. As a resul 
the value of the elasticity Ill' i-.upply is generally larger. On the other hand, the valu: 
of the elasticity of supply is relatively smaller for those crn11111oditics whose factors 
of production arc not easily available in adequate quantity. 

(3) Time Span : Ela\licity of supply is relatively sniallcr in lhc ~hort run than in 
the long run. This is lh~ra11~c il is nnt very c_asy to change I he amount or supply in 
the short run h11t it is n·la1ivel)1 easy to change the amount 111' supply in the long run. 

(4) Allcrnalin· mnrl,d, 11_11crnativ,• conunot.lity anci nltcrnativc J>roduction 
process : Ir the Sl'lkr supply the- commodity in dilfrrcnt 111arkct the supplier can 
reduced supply in la.rger quantity in a market where th~ prin· is rcduccu. As a result 
the elasticity of supply is l,!l'lll'rnlly ·larger because the scllt:r' l':111 inl:rcasc scli in one 
market hy l'l'ducing lhc srll i11 01hcr market. In the sallll' w.iy dasticity of supply is 
relatively largl'I' if thl~ prudul'a ..:an produces <liffercnl co11111111ditics or can employ 
different prouucticm prnn•1,~. • 

(5) Nature ol' produl'tion ,:ost : If the cosl of productio11 'of' a ~ommodity is very 
high it is not possihlc to i11rreasc the supply of the conllntldity in large quantity even 
though the price or lhe cumniodily is incrcusell. As a result the elastidty cif supply 
is relatively small in this case. On the other hiin<l, if the rust ~if production of a 
commodity is low, it is easy to increase the supply of the Clllllllll)dily in large amount 
when the price or the ro111111odity is incrcnscd. As a result thl: elasticity of supply is 
larger in this case. . 

Thus il is seen that clasli< ity 91' supply dcp~n<ls on many' factt!rs. 
■ 2.6. Price l>cft~nnin:ition. in a P,~rft't·Uy •. Co111pctilive 

Mnrkt~l hy D,~n1and and • Sup))I)' or Dcanand and 
Supply To~t.•ahcr • 

• M:rny huy,:rs and rnany sl'llci·s exist. in µ perfectly co1111wtitiw· 111arket. For this 
individual lmycr :ind imli\'idu,il seller an~ the price takl~r. t\~ ii n:sult market price of 
the pcrfcclly cs1111pctili\'c _i 11ar~e1 is dclcnniried hy the inll'llll 1i11n or market demand 
and markcl supply of lliat l'0m11uidity. 

I • 
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