Supply: Price Elasticity of Supply – Calculations and Diagrams
1. State the concept defined or complete the sentence in each of the situations below
1.1 A measure of the responsiveness of quantity supplied to changes in price: _____________________________
1.2 A supply curve is upward sloping and so the price elasticity of supply should always be: ___________________
1.3 The formula for the price elasticity of supply is:  	% ______________________________________
						% 
2. Multiple choice – price elasticity of supply calculations
	
	Question
	
	Possible answers
	Key

	2.1
	A firm produces goods such that a 10% price rise leads them to supply 20% more. This situation is best described as: 
	A
	Supply - price elastic.
	

	
	
	B
	Supply - price inelastic.
	

	
	
	C
	Supply - Unitary elastic.
	

	2.2
	A service has a price elasticity of supply of +3. If its price falls from £12 to £9, its supply will:
	A
	Decrease by 10%
	

	
	
	B
	Increase by 50%
	

	
	
	C
	Decrease by 75%
	

	2.3
	An increase in price from 25p to 30p leads to an increase in quantity supplied from 100 to 120 units. The price elasticity of supply is:
	A
	+0.8
	

	
	
	B
	+1.2
	

	
	
	C
	+1
	


3. Draw the supply curves and fill in the blanks for each of the situations below
	3.1 A price elastic supply curve will have a PES __________ than one and its supply curve will always cross the _______________ axis. 
	3.2 A price inelastic supply curve will have a PES __________ than one and its supply curve will always cross the _______________ axis.

	

	


	3.3 A unitary elastic supply curve will have a PES of ______________________ and its supply curve will always start from the __________________.
	3.4 Supply curve, S1, is perfectly _____________ and its elasticity is _______, whereas supply curve, S2, is perfectly ____________________ and its elasticity is ________.

	

	




ANSWERS: Supply: price elasticity of supply – calculations and diagrams

1.1 Price elasticity of supply
1.2 Positive
1.3 %Δ quantity supplied ÷ %Δ price



2.1 A
2.2 C		£12-£9 = £3  £3/£12 = %Δ price of 25% x PES of 3 results in a %Δ quantity supplied of 75% 
2.3 C


3.1 Price elastic supply curves will always have a value greater than one and its supply curve will always cross the price axis.
3.2 Price inelastic supply curves will always have a value less than one and its supply curve will always cross the quantity axis.
3.3 Unitary elastic supply curves will have a price elasticity of supply equal to one and its supply curve will always start from the origin.
3.4 S1 is perfectly elastic and its elasticity infinity. S2 is perfectly inelastic and its elasticity zero.
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