
Unit IV

•Supply- law of supply- elasticity of supply – factors of 
production –land , labour, capital  and organisation –
laws of returns – production function- -law of variable 
proportion  - returns to scale.



Supply 



Law of Supply

Part 1. As PRICE increases, SUPPLY increases

Part 2. As PRICE decreases, SUPPLY decreases
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Supply Curves

• A supply curve is 
a graph of the 
quantity supplied 
of a good at 
different prices.
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Elasticity of Supply

• Def. The degree to which a change in price will change supply

Or
• If we change the price, will supply change a lot or a little?

• Elasticity depends on how easy it is to change production 



Meaning of production 





















Laws of returns …



Laws of returns to scale diagram….
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