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ELASTICITY OF SUPPLY




ELASTICITY OF SUPPLY

Elasticity of supply is defined as the degree of responsiveness
of supply of product in the market to a change 1n its price.
The value of elasticity of supply will give the quantity of

change in supply to change in price.



percentage change in quantity supplied

Elasticity of Supply =
percentage change in price
AQ P
Es = ——- X -----
AP Q
Where,

Es = elasticity of supply

AQ= change in Quantity supplied ( Q2-Q1)
AP= change 1n price (P2-P1)

P = Initial Price

Q = Initial quantity



TYPES OF ELASTICITY OF SUPPLY




Perfectly Inelastic supply (e;=0)
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QUANTITY SUPPLIED
(a)

When supply of commodity does
not change irrespective of any
change in its price it is called as

Perfectly Inelastic supply (e =0)



PRICE

Perfectly Elastic supply (es=x)

When its supply rises or falls to
any extent without any change in

its price it is called as Perfectly

e = © S
Elastic supply (e =)
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* QUANTITY SUPPLIED
(b)



PRICE

When percentage change in
supply equals the percentage
change in price it is called as

Unitary Elastic supply (e;=1)

— X




- PRICE

When percentage change in supply
more than the percentage change in

price it is called as Relatively Elastic

supply (es > 1)




- PRICE

When percentage change in supply
more than the percentage change
in price it is called as Relatively

Inelastic supply (e; < 1)




FACTORS DETERMINING ELASTICITY OF SUPPLY

Factors 1) The nature of commodity
2) Time Period
3) Scale of Production
4) Technique of Production
5) Size of firm
6) Natural Factors

7) Mobility of Factors



PROBLEM ON ELASTICITY OF SUPPLY

Q.1 Suppose at a price of Rs 10/unit, firm supplies 50
units of commodity. When a price rises Rs 2/unit i.e. Rs.
12 firm increase the supply to 70 units. Calculate price

elasticity of supply.



Q.2 The price increases from Rs 10 to Rs 15 and the result
quantity supplied increases from 100 units to 120 units.

Calculate price elasticity of supply.
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