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_From the diagram it is seen-that the market supply curve SS, is upward
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he market supply curve will be upward rising if lhc mdmdual
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L Elﬂsumty of Supply
i 5 remaining constant, the percentage change in quantity supplied of
other thin due to onc per cent change in the pnce of llml u)mmodny is called
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plasticity of supply (E)) = Percentange change in price .
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- Initial price.
Elasticity of supply is now explcssed with the help of symbols.
Let, q = jnitial quantity supplicd.
Aq = small change in quantity supplied (A = small change, this symbol is
called dclta).
P =initial price.
Ap = small change. in price..

—=x 100
: : A P: i AqQ. P
Therefore, Elasticity of supply (E) =: . L2, =085 Sl
; '-%XIOO:"q -Ap, . Ap q,

Elasticity of supply is of different types. . .. FE

() Unit Elasticity of Supply : If the pelcentaﬂe chan“(, |n quanllty supphed of
e commodity is equal to the percentage .change in price. then it is called unit
ielasucny of supply. Here E_ = 1 i.e. the value of the. clastnuly ()l supply is equal to
§°“° In Fig. 2.27., 08, is lhe unit elasucxty supply curve, =
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(2) Blastic Supply o I the percentage St & ALY Suppiy
commodity is greater than the p&:l:ccnlﬂgt'? ‘L_ qln,:r s“r: )IL i\“."(,.“ s call e N
supply. Here E>I i.e. the value of the clasticity pply is greater thar L »
(3) Inclastic Supply :
commodity is less than i
supply. Here E<l ie, the

[f the percentage change in quantity MIppligg ;
\¢ pereentage change in price, then it s calleg | 0 he

(
value of the clasticity of supply is less thyy 0nc"°|ﬂs[it

(4) Perfectly Elastic Supply : lf‘lhc price of tlTe C.O_nfn\'_m“ly remain Sineh
if the percentagc change in price of the comm(lldlty m]/.u!(;_. van though e e,
change in supply then it is called perfcclly clustuf supply. Here E =« (""l'lni(y) 5
the value of the clastieity of supply is equal to infinity. ie,

In Fig 2.28., SS, is the perfectly elastic supply curve.
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Fig : 2.28.

This supply curve is parallel to the horizontal axis. This is because even though
price remain constant there is a change in supply. This means that the supplier supply
the commodity at a fixed price.

(5) Perfectly Inclastic Supply : If there is a change in price of the commodiy
even though' there is no change in supply i.e. if the percentage change in quantily
supplied is zero, then it is called perfectly inelastic supply. Iere E =0 i.e., the value
of the elasticity of supply is cqual to zcro. ;

In Fig 2.29., §S| is the perfeetly inclastic supply curve.
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Fig : 2.29.
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Fig :2.30.

n Fig. 230 the arpuunl 91‘ supply is_measurcd on the horizontal axis, and price is
casured 0N the vertical axis. _In the dllag.ram DS, is the straight line supply curve.
n01n (his supply curve A is a point. Elasticity of supply is measured at point A. From
oint A, the pcrpcndiculur AM on lhc.lmriz.onl:il axis and the' perpendicular AN on
Sw vertical axis are drawn. Another p?mt Bis lz_xken near the point A. From the point
g, the perpendicular BM, on the hgl‘lzontal axix and the perpendicular BN, on the
vc,nical axis are also drawn. Comparing the points A and B the following informations
are derived. 1
nitial price (P) = ON = AM ;
small change in price (AP) = NN = BC;
initial quantity supplicd (¢q) = OM;
small change in quantity supplied (Aq) = MM, = AC.
Therefore, at point A,

Aq P
clasticity of supply (E.)= Ex;
[ MM| ON
e, E, = oy mi
NN, ~ OM
o, E = £x_‘lﬂ ...................... (1) 7 : 1 ,
" BC OM i i i ; | | :
Here ARAC and AADM are equiangular traingle, * ‘ |
. Ac_pM |
BC AM°
* Elasticity of supply at point A
AC AM
EABIARY A T itafiapld
BC " oM [from relation (1)]
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DM AM[ . DM. .ACJ

ie. E = —— x——| pulling =—— in place of —

R AMxOM[p“ B AM BC
On B =)
*TOM

Elasticity of supply at different point on the straight line supply curye can g

measured with the help of this relation e.g. elasticity of supply at poip B WOH' be
i
DM, be
OM,
From the diagram it is scen that DM < OM. So clasticily of supply g Point 4
is
E =Pﬂ<| i.e. clasticity of supply is less than one.
P OM .
Thus it is scen that if the supply curve is a upward rising straight Iine hayj
a positive intercept on the horizontal axis, at each point on (his supply cllrvev::
€

elasticity of supply will be less than one.
Similarly it can be proved that if’ the supply curve is a upward rising stry; |

line having a positive intercept on the vertical axis as shown in Fig 2,31, 1],en3;l

each point on this supply curve the elasticity of supply will be greater than op t
From Fig. 2.31. it is scen that DM > OM. So elasticity of supply at poing A:

E, =%>| i.e. clasticity of supply is greater than one.
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Fig : 2.31. Fig: 2.32.

Finally if lhc_supply curve is a upward rising straight line (hrough the origin,
l_l'wn at cach point on it the clasticity of supply is equal {0 one which is shown in
Fig 2.32. From Fig. 2.32. i( is scen that DM (OM) = OM. So clasticity of supply at

. : oM : e :
poinl A is E_ =W=' i.e. elasticity of supply is equal (o one.

. Again if the two slru-ighl lines intersect each other then clasticity of supply will
e smalle; wl-msc slope is larger (more steep) and elasticity of supply will be larger
whose slope is smaller (less stecp). This is shown in Fig. 2.33.
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Fig : 2,33,

Thus elasticity ol Sll|)p|)" f"‘ '.hc Sl.lpply curve DS s gienter than the clasticity of
supply of the supply "“f"’.“ II“S'; Thus it is seen that if the (wo straight lines intersect
rach other then glystielty ol supply will be smaller whose slope is larger and
clasticity of 5"!'!"}' will be larger ?“I.IOSt': slape is smaller, Beciuse here slope of the
supply eurve ES, is l"":.—'_t'l" but ?lilslll'll)"ls smaller and the slope of the supply curve
DS, is smaller bul clnsl'wuy of supply is larger.

If the supply curve.is curvedly then to measure elasticity of supply at any point
on the curve, a tangent will be drawn at that point. Elaicity of supply will be
measured with the help of tangent as in the case of straight line supply curve. It is
shown in Fig. 2.34, I
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Fig : 2.34.
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In Fig. 2.34. clasticity ol supply at point A is (By)= %E% In this way jtie .
. ' 1§ pOSSim
to determine clasticity of supply at any point on the supply curve SS,. ;
® 2.5.2. Factors Determining Elasticity of Supply or l)clcrminanls of
city of Supply : Elasticity of supply for a commodity depends on many fyey " astj,
main [actors for determinants ol elasticity of supply are discussed below 1. Thy
(1) Nature of the commadity : The vilue of the clasticity of supply for
commadities is generally small. For example vagetables. On the other hapg
of the clasticity of supply for non perishable commodities (i.e., (he Commogiy:
which can be stored up) is gencrally greater because if the price of these COmmg d.”,lcs
is reduced the amount of supply can be reduced in large amount and (he COmmo'(;!es
can be stored up for future supply. g

pCl'iShab]e
’ lhe Va]lle

(2) Supply of the lactors of production : If the factors of producijop for
commodity are casily available in adequate quantity then the supply of the commodi[a
can be increased casily when the price of the commodity is increased. Ag g resuﬁ
the value of the elasticity ol supply is generally larger. On the other hand, the valye
of the clasticity of supply is relatively smaller for those commodities whose factors
of production arc not casily available in adequate quantity.

(3) Time Span : Elasticity of supply is relatively smaller in the short run than ip
the long run, This is because it is not very easy to change the amount of supply in
the short run but it is relatively easy to change the amount of supply in the long run,

(4) Alternative marke(, alternative commodity and alternative production
process : 11" the seller supply the commodity in different market the supplier can
reduced supply in farger quantity in a market where the prive is reduced. As a resul ‘
the clasticity of supply is penerally larger because the seller can increase sell inone
market by reducing the sell in other markel. In the same way elasticity of supply is \
relatively larger il the producer can produces different commaditics or can employ
different production process. ’

(3) Nature of production cost : I the cost of production ol a commodity is very
high it is not possible (o increase the supply of the commadity in large quantity even
though the price of the commodity is increased, As a resull the clasticity of supply
is relatively small in this case. On the other hand, if the cost of production of a
commodity is low, it is casy o inerease the supply of the commaodity in large amount
when the price of the commodity is increased. As a result the clasticity of supply is
larger in this casc.

Thus it is seen that elasticity of supply depends on lnnny’ lactors.
® 2.6. Price Delermination in a Perfec(ly . Competitive

Market by Demand and ‘Supply or Demand and
Supply Together '
~Many buyers and many sellers exist in a perfectly cmnpl-lilivc' market, For thi
individual buyer :III(I.I'IItli\’il.ill.ll seller are the price taker. As it vosull market price @
the perfectly competitive market s determined by the interaction of market deman
and market supply of ”Ilill vommodity.
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