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* Budget Line Equation: 1=PxQs + PyQy
. Siqn-thqnlb-g
*  Slope of Indifference Curve = MRS

* At Consumer Equilibrium (Optimal Satisfaction):
© MRS=Px
Py
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Formula Sheet

A lomic
. Nominumtn&:m‘ﬂ)a(g%mm)‘ 100
BASE

. RﬂlPrkeIndﬁ(Rl’l)=(g[;1D * 100

Inflation Rate = (CPlgy - CPlz) *100
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ECON 201 - Microeconomics - Final— w15
Chapter 4 (Elasticity)

* Ed=2%AQ or Ed=(aQ)*@®)
o

* Ifabsolute value of:
o Ed<1 inelastic;
o Ed>1elastic;
o Ed=1 unitelastic
o Asthe Demand (or Supply) curve get steeper (bigger slope), it becomes more and more
inelastic.

+ Total Revenue = Price * Quantity (TR is maximum at midpoint of Demand curve,
when Ed =-1)

o Cross Price Elasticity (Ed(x.y)) = %AQx  Ed(xy) > 0 Substitutes: Ed(xy) <0 Compliments

o Income Elasticity (Ed(I)) = %A Ed(I) >0Nomal;  Ed(I) < 0 Inferior

%AL

o Tax: The more inelastic curve represents the party that pays a bigger portion of the tax
Example: if consumers pay bigger portion of the tax that means the Demand is more

inelastic than Supply

Subsidy: The more inelastic curve represents the party that receives a bigger portion of the subsidy
Evample: if consumers get bigger portion of subsidy, that means Demand is more inelastic

TA =PxQ
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*  Consumer/Producer Surplus = base . height x (0.5)

*  Marginal Social Cost = Marginal Cost

External Cost
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