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Meaning of Supply
Demand and Supply are two pillars of business economics. As we already know that demand is the quantity of a

good or service that consumers are willing and able to purchase at different prices during a period of time. But here

we will understand the meaning and determinants of supply.

Supply is of the scarce goods. It refers to the amount of a good or service that sellers or producers are able and

willing to offer for sale to the market at various prices during a period of time.

In the words of Meyer: “Supply is a schedule of the amount of a good that would be offered for sale at all

possible price at any period of time; e.g., a day, a week, and so on”.

There are two important aspects of supply:

 Supply refers to what is offered for sale and not what is finally sold.

 Supply is a flow. Hence, it is a certain quantity per day or week or month, etc.

Difference between Supply and Stock
Supply and stocks are the terms used in the context of microeconomics and many people get confused and

consider it as one and the same thing, however, both supply and stock are different from each other, let’s look

at the difference between supply and stock-

 While supply refers to the quantity which the seller is prepared to sell in the market at given price at

any point of time while stock refers to total available quantity with the seller at any given point of

time.

 An example of stock will suppose as a human we have 24 hours which is fixed and it can be considered

as stock and out of those 24 hours an individual is willing to supply 4 hours at Rs 400 for a particular

task and at Rs 500 an individual is willing to supply 6 hours for a particular task. Hence supply keeps

fluctuating depending on the price while stock is fixed.

 Supply can be increased and decreased depending on the price prevailing in the market while stock

at a particular point of time is fixed and it cannot be increased or decreased.

 Supply can be equal to or less than stock but it cannot be greater than stock as in the above example

no matter what price is the market willing to pay you cannot increase the working hours beyond the

24 hours stock.

 Supply depends upon stock and price whereas Stock depends upon production.

 Stock come before supply but supply follows stock and there can’t be supply without stock.
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 Another example of stock and supply will be suppose a television manufacturer has 20000 television

stock, out of which the manufacturer supplies only 2000 television at prevailing market price. Hence

remaining 18000 units will be called stock and 2000 units will be called as supply.

As one can see from the above that supply and stock are very important terms when it comes to market and

seller and it is the seller who decides whether to supply full stock at current market price or supply partial stock

at current market price.

Determinant of Supply:
While the price is an important aspect for determining the willingness and desire to part with goods/services, but

also there are many other factors determining the supply of a product or service. They are as discussed below:

 Price of the Good/ Service: The most obvious one of the determinants of supply is the price of the

product/service. With all other parameters being equal, the supply of a product increases if its relative price

is higher. The reason is simple. A firm provides goods or services to earn profits and if the prices rise, the

profit rises too.

 Goals of firms: If the firms expect higher profits in the future, they will take the risk and produce goods

on large scale resulting in larger supply of the commodities. The supply curve shifts to the right.

 Price of Related Goods: Let’s say that the price of wheat rises. Hence, it becomes more profitable for firms

to supply wheat as compared to corn or soya bean. Hence, the supply of wheat will rise, whereas the supply

of corn and soya bean will experience a fall. Hence, we can say that if the price of related goods rises, then

the firm increases the supply of the goods having a higher price. This leads to a drop in the supply of the

goods having a lower price.

 Price of the Factors of Production: Production of a good involves many costs. If there is a rise in the price of a

particular factor of production, then the cost of making goods that use a great deal of that factors experiences a huge

increase. The cost of production of goods that use relatively smaller amounts of the said factor increases marginally.

For example, a rise in the cost of land will have a large effect on the cost of producing wheat and a small effect on the

cost of producing automobiles. Therefore, the change in the price of one factor of production causes changes in the

relative profitability of different lines of production. This causes producers to shift from one line to another, leading

to a change in the supply of goods.

 Taxation Policy: Commodity taxes like excise duty, import duties, GST, etc. have a huge impact on the cost of

production. These taxes can raise overall costs. Hence, the supply of goods that are impacted by these taxes increases

only when the price increases. On the other hand, subsidies reduce the cost of production and usually lead to an

increase in supply.
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 State of Technology: The supply of a commodity may also be affected by progress in technique. If an improvement

in technique takes place in a particular industry, it will help in reducing its cost of production. This will result in

greater production and so an increase in the supply of the commodity. The supply curve will shifts to the right of

the original supply curve.

 Improvement in the Means of Transport: The supply of the commodity may also increase due to improvement in

the means of communication and transport. If the means of transport are cheap and fast, then supply of the

commodity can be increased at a short notice at lower price.

 Climatic Changes in case of Agricultural Products: The supply of agricultural products is directly affected by the

weather conditions and the use of the better methods of production. If rain is timely plentiful well-distributed;

and improve methods of cultivation are employed then other things remaining the same, there will be bumper

crops. It would then be possible to increase the supply of the agriculture products.

 Political Change: The increase or decrease in supply may also place due to political disturbances in a country. If

country wages wars against another country or some kind of political disturbances take place just as we had at

the time of partition, then the channels of production are disorganized. It results in the decrease of certain goods

the supply curve shifts to the left of originals curve.

 Other Factors: There are many other factors affecting the supply of goods or services like the government’s industrial

and foreign policies, the goals of the firm, infrastructural facilities, market structure, natural factors etc.


