
Supply Analysis

Meaning of supply: In economics, we have two forces: the producer, who makes 

things, and the consumer, who buys them. Supply is the producer's willingness 

and ability to supply a given good at various price points, the remains constant. 

An increase in price will increase producer revenues, so they will be willing to 

supply more; a decrease in price will reduce revenues, and so producers will 

supply less.

Supply of a commodity refers to the quantity of a product which a 

seller is willing and able to sell at a given price per unit of time. It is the amount 

that is actually offered for sale in the market at a price per unit of time.

Supply Function: Supply is a direct function of price. There is a functional 

relationship between quantity supplied and price of a commodity or service. 

Where price rises, quantity supplied extents (increase) and whenever price falls, 

quantity contracts (decrease or falls). The basic supply function is written as:

Qs = f [ P]

Where

Qs - Is quantity supplied.

F - stands for functional relationship.

P - implies price.



Supply is a direct function of price. Quantity supplied is a dependent variable. Supply is not only influence in price, the other 

factors also influence the quantity supplied. The extended supply function becomes

Qs=F [P, T, Cf, I, Tc, M, Gp]

Where

Qs is function of all its determinants.

F – Stands for functional relationship

P – is Price

T - Means Time

Cf - Stands for Cost of factors of production.

I – Denotes availability of inputs required.

Tc Stands for Technology.

M – Means Management and

Gp –is Government policy.

LAW OF SUPPLY: Supply of a commodity is functionally related to its price. The law of supply relates to this functional 

relationship between price of a commodity and its supply. Normally, at the higher the price suppliers will be ready to supply

more units of a commodity and vice versa. This tendency of the producers to supply more units at higher a price and less 

units at a lower price is known as Law of Supply. The law of supply can be stated as follows:

“The quantity supplied varies directly with price; when price falls, supply will contrast and when price rises, supply will 

extent”.



Supply Schedule: A detailed account of the supply of any commodity at a given time at different prices is 

known as supply schedule. The supply schedule and supply curve reflect the law of supply. It shows the 

volume of sales at a series of prices.

Thus, according to the law of supply, the quantity supplied of a commodity is directly or 

positively related to price. It is due to this direct relationship between price of a commodity and its quantity 

supplied that the supply curve of a commodity slopes upward to right as seen from supply curve SS in the 

below diagram.

Table No: 1 Supply Schedule of Wheat: 

 

     Price of Wheat        

(in Rs) 

  Quantity Supplied                       

(in Quintals) 

500 100 

510 150 

520 200 

530 225 

540 250 

550 275 

 



Diagram No-1. Law of Supply

When the OY – axis  measured the quantity of price. Along OX – axis represent the 

quantity of wheat. SS is the supply curve.  It will be seen from the above table that when price of 

wheat is Rs. 500 per quintal, the 100 quintals of wheat are supplied in the market. When price of 

wheat rises to Rs. 510 per quintal, 150 quintals of wheat are supplied. When price of wheat goes 

up to Rs. 550 per quintals, its quantity supplied in the market has risen to 275 quintals. 
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Thus, according to the law of supply, the quantity supplied of a 

commodity is directly or positively related to price. It is due to this direct 

relationship between price of a commodity and its quantity supplied that the 

supply curve of a commodity slopes upward to right as seen from supply curve 

SS in the above diagram.

The important factors determining supply of a commodity are:

The price of the commodity.

The prices of inputs (i.e. resources) used for the production of the commodity.

The state of technology.

The number of firms producing and selling the commodity.

The prices of related goods produced.

Future expectations regarding prices.



Thank you


