Introduction to Microeconomics

Economics is the study of making choices and every individual go through this whether they like or not, it’s inevitable.  Nonetheless, scarcity lingers forcing people to make these decisions due to our necessities and wants.  An individual makes decisions on what they buy, how much they work, and how much they save.  It gives us a way of understanding how to make best use of natural resources, machinery, and people's work efforts.  Economics helps us examine trade-offs between various goals and expect the outcomes of changes in governmental policies, company practices, or work of the population, and so on. Almost all issues of public and private policy involve economics and so do your own individual choices.  In addition, what people do, how they interact, and how their actions and interactions shape society.  People go through allocating one thing to substitute it for another.  I guess someone would say that the world revolves around trade-offs and by doing this, a person might risk several things.  Furthermore, time efficiency is also a large matter when a person has a job.  There can be conflicts like managing time or how to make profits.  An individual responding to incentives is constantly normal.  Even now, economics can alter people’s lives and make a turn on them, but it’s always due to the decisions made.
Microeconomics is the study of the economic behavior of individual consumers, firms, and industries and the sharing of production and income amid them. It considers individuals both as suppliers of labor and capital and as the ultimate consumers of the final product. It studies firms both as suppliers of products and as consumers of labor and capital.  Microeconomics searches to examine the market or other types of mechanisms that set up relative prices amongst goods and services or allocates society’s resources between their several alternatives.

What are we looking for in this course?  We learn how to deal with incentives and decisions in and out our future lives.  In the near future it helps us elaborate out financial statements to a more settle one.  It gives an individual a whole new economic perspective in how to establish ourselves economically.  Everyday we deal with prices, but with the help of economics, it can help a person understand the decision made when buying, what will benefit them if they get this rather than that, and comparing prices logically.  

Supply is the quantity that producers are willing to sell at a given price. Supply will be the market price of the good and the cost of producing it.  Furthermore, supply curves are build from the firm’s cost agenda.  Demand is that quantity of a good that consumers are not willing to buy but also have the capacity to buy at the given price.  A demand schedule can be build that shows the quantity demanded at each given price.  It can be illustrated on a graph as a line or a curve by plotting the quantity demanded at each price.

The Supply and Demand model is used to describe, explain, and predict changes in the price and quantity of goods sold in competitive markets. The model is only a first estimate for relating a badly competitive market.  The theory of supply and demand is crucial for some economic schools' understanding of a market economy in which it is a clarification of the mechanism by which many resource allocation decisions are made. On the other hand, supply schedules in this partial equilibrium model are fixed by unsolved forces.


As for oil in during the 1973 Israeli war the oil was shot off! In 73’ almost all oil plants were shot off or not being used very much because of inflation. William Rutter said that the “cost went up a lot!” enough for people to stop buying so much! James Schlesinger announced that, “there are just so many dry holes for oil that there is no activity for oil to be produced!” In 72’ the war was over and new oil was found around the world. It was then that the U.S. became very dependent by imports and U.S. money had doubled just trying to get it, causing inflation. Jimmy Carter, U.S. president at the time brought down gas prices; causing the inflation to decrease.
Brenda Gall said that, “the only reason why people are all hyped by it is because it was the first time people saw a TV advertisement for clothing, people want the latest fashion, and they want it!”  Product, fashion, and money all change. Everything goes up and down!  But the law of the supply and demand will always be the very heart of our economy.


Elasticity refers to how supply and demand changes in response to a variety of incentives. One way of defining elasticity is the percentage change in one variable divided by the percentage change in another variable. As a result, it’s a measure of relative changes. Frequently, it’s helpful to know how the quantity supplied or demanded will change when the price changes. This is known as the price elasticity of demand and the price elasticity of supply.  Let’s say that if a monopolist decides to raise the price of their product, this in turn will affect their sales revenue and will the increased unit price make up for the probable decrease in sales volume? 


Calculating elasticity is the percentage change in quantity over the percentage change in price. Consequently, “if the price shifts from $1.00 to $1.05, and the quantity supplied goes from 100 pens to 102 pens, the slope is 2/0.05 or 40 pens per dollar. Since the elasticity depends on the percentages, the quantity of pens increased by 2%, and the price increased by 5%, so the elasticity is 2/5 or 0.4.” (Wikipedia.com)

Given that the changes are in percentages, changing the unit of measurement will not affect the elasticity. If the quantity demanded or supplied changes plenty when the price changes a little, then it is elastic. If the quantity changes slightly when the prices changes a lot, then it is inelastic. An example of zero elasticity is displayed as a vertical supply curve. 


Elasticity in relation to variables other than price can also be considered. An increase in demand would be represented on a graph by a positive shift in the demand curve, because at all price levels, a greater quantity of something in particular such as an expensive car would be demanded.  One more of an elasticity is that sometimes the cross elasticity of demand, which measures the reaction of the quantity demanded of a good to a change in the price of another good. This is often considered when looking at the relative changes in demand when studying complement and substitute goods. Complement goods are goods that are typically utilized together, where if one is consumed, usually the other is also. Substitute goods are those where one can be substituted for the other, and if the price of one good rises, one may purchase less of it and instead purchase its substitute.


Cross elasticity of demand is measured as the percentage change in demand for the first good that occurs in response to a percentage change in price of the second good. 

The paradox of value is that the obvious opposition is that, although water is vital to life while diamonds have mostly visual value, the price of water is enormously lower than that of diamonds. The concept of utility is an attempt to resolve this paradox in that economics suffered from the misleading notion that value is an inherent quality of a good which means that water is fundamentally valuable in the sense of its use value, while diamonds are fundamentally valuable in terms of their economic value. Subsequently, the paradox is that items with a high use value often have a very low economic value. 

