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Linear Demand Curve: Qd = a – bP
Non-Linear Demand Curve: Qd = a / P
Demand Curve Shifters: # of buyers; Income; Price of related goods (comp & Subs); Trends; Expectations (such as future prices)
Supply Curve Shifters: Price of Inputs; Price of related goods; # of suppliers; Technological improvements; Expected future prices
Equilibrium: Qs = Qd 
Elasticity of Demand: %∆Q / %∆P ****Always use mid-point for elasticity****
Elasticity of Supply: %∆Qs / %∆P
Cross Price Elasticity of Demand:
(% Change in Quantity Demand for Good X) / (% Change in Price for Good Y)
Solving using Ed: %∆Q / Ed = %∆P 
Solving using Ed (Example 2): %∆Q = Ed X %∆P
Total Revenue (TR): Price (P) X Quantity (Q) 
Profit = Total Revenue (TR) – Total Costs (TC)

· Mid-point Profit = (Average Revenue – Average Cost) x Quantity

Consumer Surplus: CS = WTP – P   or	½ x Q x P (To calculate area of Surplus) 

Producer Surplus: PS = P – Cost   or   ½ of B x H

Total Surplus: PS + CS 

Efficiency: Total Surplus = (value to buyers) – (cost to sellers) 

Total surplus is used as a measure societies well being

An allocation of resources is efficient if it maximizes the total surplus. 

Efficiency means: the goods are consumed by the buyers who value them the most highly and the good are produced by the sellers with the lowest cost – raising or lowering the quantity of a good would not increase total surplus. 

Revenue From Tax: $T x QT

Marginal Rate of Substitution (MRS): Slope of the Indifference Curve (Changes along different points of the Indifference curve – Only perfect substitutes (like nickles & dimes) and perfect compliments (like right/left shoes) lead to straight indifference lines 

Optimization of Indifference Curve: MRS = Pf / Pm 

Opportunity Cost: What must be given up to make a marginal gain -> a - b = - 1 Rabbit for 20 Berries

Marginal Cost: 1 More Berry is 1/20 (slope) rabbits









