	WELCOME BACK everybody. This week we will look at elasticity of supply. 

Now as you will remember with the theory of demand, we had elasticity of demand. Well there is also elasticity of supply. Elasticity of supply looks at the responsiveness of quantity supplied to changes in the price of the good. The elasticity formula is below: 


The elasticity coefficient is usually positive as it represents the positive relationship between price and quantity supplied. When the elasticity coefficient is 0 supply is perfectly inelastic. When the elasticity coefficient is 8, supply is perfectly elastic and when the elasticity coefficient is equal to 1, supply is unitary elastic. 

In Fig. 3, there are three supply curves there that represent unitary elasticity. Any straight line supply curve that passes through the origin represents unitary elasticity. 
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NON-LINEAR SUPPLY CURVES 
In order to measure the elasticity of a point on a non-linear supply curve, a line is drawn tangent to that point and the axis that it intersects will determine the elasticity of that point. If the line drawn intersects the x axis, that point is inelastic, if the line drawn intersects the y axis, that point is elastic. In the diagram below, point a would be elastic and point b, inelastic. 

THE INFLUENCE OF TIME ON ELASTICITY OF SUPPLY 
Time has a greater influence on supply elasticity than on demand elasticity. In the short run, supply may be fixed and it may take some time for an industry to adjust itself and to change its output. As a result, supply tends to be less responsive (more inelastic) in the short run. 

Supply will be increased by existing firms expanding their output and by new firms entering the market. In the long run, when firms are more able to adjust their output, supply tends to be more elastic. Next week we will begin our look at the firm. Please continue reading and until then, blessings and peace. 
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