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Topics Pages 
I. Basic Economic Concepts (8-14%)   

A. Scarcity, Choice and Opportunity Cost  4, 9-10 
B. Production Possibilities Curve 11-18 
C. Comparative Advantage, Absolute Advantage, Specialization and 

Trade 
33, 96-98, 101-102,  
745-748 

D. Economic Systems  30-40 
E. Property Rights and the Role of Incentives  30-31, 38, 341, 343-

344 
F. Marginal Analysis  5, 13-14, 56-57 

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

A. Supply and Demand (15-20%)  
1. Market equilibrium  54-58 
2. Determinants of supply and demand 48-54 
3. Price and quantity controls  59-62 

4. Elasticity  
a) Price, income and cross-price elasticities of demand 114-122, 124-126 
b) Price elasticity of supply 122-124 

5. Consumer surplus, producer surplus and market efficiency  126-130 
6. Tax incidence and deadweight loss  129, 363-369 

B. Theory of Consumer Choice (5-10%)  
1. Total utility and marginal utility  135-138 

2. Utility maximization: equalizing marginal utility per dollar  138-140, 142 
3. Individual and market demand curves  48, 140 
4. Income and substitution effects  140-141 

C. Production and Costs (10-15%)  
1. Production functions: short and long run  156-159 
2. Marginal product and diminishing returns  157-159 
3. Short-run costs 123, 156, 159-165 
4. Long-run costs and economies of scale  166-171 

5. Cost minimizing input combination 263-265 

D. Firm Behavior and Market Structure (25-35%)  
1. Profit  

a) Accounting vs. economic profits  155-156 

b) Normal profit  155 
c) Profit maximization rule: MR=MC rule  181-183 

2. Perfect competition 177-197 
a) Profit maximization  179-183 
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b) Short-run supply and shutdown decision  185-188 
c) Behavior of firms and markets in the short and long run  188-194 
d) Efficiency and perfect competition  195-197 

3. Monopoly 202-219 
a) Sources of market power  202-204 
b) Profit maximization 204-210 

c) Inefficiency of the monopoly  210-211 
d) Price discrimination  214-216 
e) Natural monopoly  216-219, 382 

4. Oligopoly 229-234, 240-243, 246 
a) Interdependence, collusion and cartels  229-232 
b) Game theory and strategic behavior  232-234, 241, 246 

5. Monopolistic competition 223-229 
a) Product differentiation and the role of advertising  223-224 
b) Profit maximization  225-226 
c) Short and long-run equilibrium  225-229 

III. Factor Markets (10-18%)  
A. Derived Factor Demand  254, 258-260 
B. Marginal Revenue Product  254-258 
C. Labor Market and Firms' Hiring of Labor  263-265, 271-281 

D. Market Distribution of Income  265-266, 281-287 
IV. Market Failure and the Role of Government (12-18%)  

A. Externalities  
a. Marginal social benefit and marginal social cost  - 
b. Positive externalities  79-80, 340-341 
c. Negative externalities  340-344 
d. Remedies  79-80, 342-343, 346 

B. Public Goods  
a. Public vs. private goods  79, 336, 349-350 
b. Provision of public goods  337-340 

C. Public Policy to Promote Competition  
a. Antitrust policy  78, 376-379 
b. Regulation  78, 382, 385-388 

D. Income Distribution  
a. Equity  410-412 
b. Sources of income inequality  363-365, 368, 371, 

411-416, 423-426 
 


