
Chapter – 09 

Supply 

 

Q. 1. What is the price elasticity of supply, when: (a) Supply curve passes through the origin; (b) Supply 
curve is a vertical straight line; (c) Supply curve is a horizontal straight line. 

Ans. The price elasticity of supply in the following cases will be: 

(i) Unitary elastic Supply 

(ii) Perfectly Inelastic Supply  

(iii) Perfectly Elastic Supply 

 

Q. 2. There are three different supply curves passing through the origin. Curve A makes an angle of 60°. 
Curve B makes an angle of 45° and curve C makes an angle of 30°. What will be the price elasticity of curves 
A, B and C? 

Ans. All the three curves: A, B and C will have unitary elastic supply as they all are passing through the 
origin. 

Q. 3. Give one point of difference between individual supply and market supply. 

Ans. Individual supply may not strictly follow Law of supply i. e. it is not necessary that supply for an 
individual always varies directly with price. However, market supply always follows law of supply, i.e. 
market supply always varies directly with price. 

Q. 4. ‘Supply curve is the rising portion of marginal cost curve over and above the minimum of Average 
Variable cost curve’. Do you agree? Support your answer with valid reason. 

Ans. Yes, we do agree with the given statement. No rational producer would like to supply his output to the 
market if he is unable to recover his per unit variable cost as it would lead to losses between the range of 
minimum of marginal cost and minimum of average variable cost. 

 

Q. 5. A firm earns a revenue of Rs. 50 when the market price of a good is Rs. 10. The market price increases 
to Rs. 15 and the firm now earns a revenue of Rs. 150. What is the price elasticity of the firm’s supply 
curve? 

Solution: 

Price (Rs.) Total Receipts (Rs.) Quantity in units (Total Receipts ÷ Price) 

10 50 5 

15 150 10 
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