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Chapter 5
Elasticity = sensitivity

How did I know it was “elastic” or “ineslastic”?
O< 

Rectangular hyperbolae

Uses of elasticity:
If I know elasticity, I can calculate expected change of Q if P were to increase or  decrease

Real-World examples:
Inelastic
· Gasoline
· Electricity
· Cigarettes 
· Alcohol
· Necessity
· Addiction

Perfect inelasticity
· Life saving medication 
· Elasticity = 0 , no response

Elastic
· Close substitutes 
· Etc.

Perfect elasticity 
· Demand curve facing an individual firm in a competitive market 


Normal good  = most things
· Better food
· Better clothes
· Better vacations

Inferior good
· Ramen noodles vs. steak 
· Bologna vs. fresh chicken sandwich
· Buses vs. cars

Chapter 6
The ceiling prevented the chalk from rising any higher: PRICE CEILING 
The floor prevented the student from falling any lower: PRICE FLOOR

Tendancy for price to rise (or fall) to equilibrium
When you introduce price ceiling/floor you prevent the prices to do what they want to do (reach equilibrium)

Rent control: landlord would like to charge rent at equilibrium price, but law requires you to keep it lower (price ceiling)
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