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Topics Pages 

I. Basic Economic Concepts (8-14%)  

A. Scarcity, choice, and opportunity cost pp 4, 5, 7, 9, 10, 12-
14, 17, 18 

B. Production possibilities curve pp 11-18 
C. Comparative advantage, absolute advantage, specialization, and trade pp 18, 20, 404, 405, 

437, 754-777, 778, 
779, COI1-6 
through COI1-12,  
COI1-20, COI1-21 

D. Economic systems pp 30-40 
E. Property rights and the role of incentives pp 30-32, 37, 41, 42, 

110, 312, 324, 325-
327, 357, 511, 518, 
522, 523 

F. Marginal analysis pp 5, 13, 14, 24, 59, 
97, 98, 102-104, 
120, 121, 125-129, 
158,159, 200-202, 
209, 210 

II. The Nature and Function of Product Markets (55-70%)  

A. Supply and demand (15-20%)  
1. Market equilibrium  pp 47-65 
2. Determinants of supply and demand pp 50-54 
3. Price and quantity controls  pp 61-72, 273, 329, 

332, 372, 400, 402-
405, 461, 466, 467, 
517, 764, 767-778, 
791, COI1-11, 
COI1-12, COI1-14, 
COI1-18, COI1-19 

4. Elasticity pp 75-91 
a) Price, income and cross-price elasticities of demand pp 76-91, 139, 396, 

408, 439, 445 
b) Price elasticity of supply pp 84-91 

5. Consumer surplus, producer surplus and market efficiency  pp 93-95, 99, 111-
113, 187-189, 191-
193 

6. Tax incidence and deadweight loss  pp 347, 348, 352 
   B. Theory of consumer choice (5-10%)  

1. Total utility and marginal utility  pp 94, 116-125, 128 
2. Utility maximization: equalizing marginal utility per dollar  pp 120-123, 125, 

127, 128, 130 
3. Individual and market demand curves  pp 50, 65, 66, 67, 

105, 106, 112, 122 
4. Income and substitution effects  pp 49, 65, 122, 123, 

130 
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   C. Production and costs (10-15%)  
1. Production functions: short and long run  pp 147-153 
2. Marginal product and diminishing returns  pp 144-147, 149-152 
3. Short-run costs pp 147, 152-154, 

157, 161 
4. Long-run costs and economies of scale  pp 153-157 
5. Cost minimizing input combination pp 36, 258-260 

    D. Firm behavior and market structure (25-35%)  

1. Profit:  
a) Accounting vs. economic profits  pp 141-143 
b) Normal profit  pp 141-143, 159 
c) Profit maximization rule: MR=MC rule  pp 170,181-183, 

186, 201, 203, 210, 
220, 222, 231, 250, 
258, 259 

2. Perfect competition  
a) Profit maximization  pp 169-171 
b) Short-run supply and shutdown decision  pp 171-173 
c) Behavior of firms and markets in the short and long run  pp 170-175 
d) Efficiency and perfect competition  pp 164, 167, 182, 

186-189, 192 
3. Monopoly  

a) Sources of market power  pp 196, 197 
b) Profit maximization pp 200, 201 
c) Inefficiency of monopoly  pp 203-206 
d) Price discrimination  pp 207-209 
e) Natural monopoly  pp 205, 207, 210, 

375, 381-384 
4. Oligopoly  

a) Interdependence, collusion and cartels  pp 164, 224-228 
b) Game theory and strategic behavior  pp 226-228, 230, 

232-236, 238, 239, 
241, 242 

5. Monopolistic competition  
a) Product differentiation and the role of advertising  n/a 
b) Profit maximization  pp 219, 220 
c) Short-run and long-run equilibrium  pp 219-223 
d) Excess capacity and inefficiency pp 221, 222 

III. Factor Markets (10-18%)  

    A. Derived factor demand  pp 249, 250, 284 
    B. Marginal revenue product  pp 269-272, 277 
    C. Labor market and firms' hiring of labor  pp 269-272 

    D. Market distribution of income  pp 260, 261 

IV. Market Failure and the Role of Government (12-18%)  

    A. Externalities  
1. Marginal social benefit and marginal social cost  pp 92, 97, 102-104, 

108, 109 
2. Positive externalities  pp 105, 106 
3. Negative externalities  pp 105 
4. Remedies  pp 106-109 

    B. Public goods  
1. Public vs. private goods  pp 92, 99-102, 104 
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2. Provision of public goods  pp 102-104 
    C. Public policy to promote competition  

1. Antitrust policy  pp 374-378 
2. Regulation  pp 209, 210, 381-

384 
    D. Income distribution  

1. Equity  pp 260-262, 352-
354, 412, 413 

2. Sources of income inequality  pp 414-417, 424, 
429 

 


