Chapter 5 Elasticity and its Application
Elasticity; measures how much one variable responds to changes in another variable. The numerical measure of responsiveness of Qd  or Qs  to one of its dererments  
Price Elasticity of Demand; measures how much Qd responds to change in P. It measures the price sensitivity of buyers demand 

		Price elasticity of demand= Percentage change in Qd/Percentage change in P

D =%    QD 
% ^P

Price of ice cream cone increases from 2$ to $2.20. The amount I buy falls from 10-8.



Change in Q/Qa/change in P/PA 
8-10/10 /2.20-2/2 
-0.2/01
-2 (ignore negative) 2% decrease in QD 
Elasticity is different from point A->B then from B->A we must get the middle point between those two points. 
Pa, Qa = point a and b= point b
Qaverage=Qa+Qb/2		Paverage=Pa+Pb/2
If the # is >1 it is elastic. 
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