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Price elasticity of demand is the responsiveness of 2 produict’s quantity dem
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1. Price elasticity of supply is the responsiveness of a prOd}inf"S quanti
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3. Price elasticity of supply is dependent méip}y’ ,lpn_"t‘hé‘;)‘r_éaliéhon perio
immediate run, supply is perfectly inela‘stic‘zvrr}ean‘ipgv,”;‘a' change.in price ha
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“For var1ous reasons, governments sometlmes choose to 1nte“
: ‘overrlde the “invisible hand” of compet1t10n Pr1ce controIs ar
] vennon and take the form of prlce ﬂoors and pr1ce ceﬂmgs
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Spl]l‘ er ef ects ‘cah be negatwe or pos1t1ve Spﬂlover costs, such as pollunon ate
- ha 1 effects of producmg or consurmng a product. Spillover beneﬁts such
: .'assoc1ated w1th educat1on are the posmve effects of producmg or con—f :
summg a product e et : S :

; Governments often step 1n to see that pubhc as well as pr1vate “costs and beneﬁts

afe accourited fot, Governments ‘might, for example, intervene with taxes to cor-"
4 réctan oversupply ini the case of spillover costs or W1th subsu:hes to correct a short— ,'
fa]l in the case, of spﬂlover benefits. “

4 Pubhc goods are products ‘whose beneﬁts cannot be restrlcted to certain 1nd1v1d—‘.‘
‘ uals Governments often step in to prov1de these goods rather than leave them to
prlvate‘ kets Governments can also attempt to tuin such goods mto pr1vate :
goods by deﬁnmg neW types of property Lo : )




