Economics

Quarter 2 Exam Review Guide
The exam will cover the following topics:

1. Price elasticity

a. Know what products/services tend to be elastic vs. inelastic
b. Know how to express elasticity as a number (ΔQ/ΔP); understand how price changes effect total revenue when demand elasticity is >1, 1 or <1.

c. Know how elasticity relates to who bears the burden of excise taxes

2. Market interference

a. Indirect (excise) taxes – be sure you can graph the effect of an excise tax, who pays the tax, the deadweight loss, etc.

b. Price ceilings/floors – be sure you can graph a price ceiling and price floor and know when and how they cause surpluses or shortages

3. Market failures

a. Know your public goods and common resources: examples of each; causes (excludable, non-excludable, rival, non-rival, etc.); key terms such as free rider and tragedy of the commons.

b. Know your externalities: different types and examples of each; how to graph; how do they effect price and quantity supplied/demanded; how might governments address them (taxes, pollution trading schemes, etc.).
c. Know your info asymmetry: causes, effects, examples, solutions.

4. Market structures & firm costs
a. Be able to identify or describe the four types of structures – pure monopoly, monopolistic competition, oligopoly and pure competition.

b. Be able to graph a purely competitive and monopolistic firm, drawing in or identifying such things as:

· Marginal Cost

· Marginal Revenue

· Price / Demand

· Average Total Cost

· Average Variable Cost

c. Be able to show price and quantity are determined in each case

d. Be able to show consumer surplus in each case

e. Be able to show firm profits/losses in each case

f. Understand ideas of marginal product of labor and marginal cost and how the curves are shaped; understand concept of diminishing marginal returns
g. Be able to show where a firm will shut down and exit in the short run

5. Price discrimination – understand the basic concept, required conditions, and different examples; how do you know it when you see it?
6. Know the basic arguments pro and con for monopoly and unions

7. Know the fundamental differences between the positions represented by Garfield (“Larry the Liquidator”) and Jorgenson (“Jorgy”) in the film Other People’s Money, i.e. stakeholder value vs. shareholder value,  immediate effects vs. secondary effects.
8. Know the key pros and cons of different types of business structures, as well as the benefits/costs for a company to “go public”.
9. Know the key labor force trends of the past generation, i.e. shift from manufacturing to services, entrance of rural labor in places like China and India into the global workforce, entrance of women into the workforce, increasing use of technology in the workplace, etc. all leading to an increasing premium on education and skills.

