Economics Microeconomics Exam Study Guide

Understand the definition and application of the following concepts:

· Scarcity

· Factors of production – land, labor, capital ; examples of
· Opportunity-cost :  we must make choices ; every choice ‘costs’ you the opportunity to… 
· Cost-benefit analysis :  the concept of a tradeoff
· Command vs market economies – examples of ; benefits and drawbacks of
· Entrepreneur – what’s involved in starting and running a business?
· Corporations and corporate structure – common stock; Board of Directors; reasons to become a corporation?
· Business growth and expansion (mergers and conglomerates)

· Demand 

· Difference between a change in quantity demanded and a change in demand
· (factors that affect it - both price fluctuations and “determinants”)

· Supply  (same as demand above)
· Fixed costs + variable costs = total costs

· Equilibrium – market equilibrium/equilibrium price

· Shortage / Surplus

· Price floor and ceiling
· Elasticity – examples of elastic and inelastic products; how does competition affect price?
              (ex:  a 20% increase in price led to a relatively small reaction in the mkt.)

· Marginal analysis – (ex: we produced 3 more widgets, but our costs almost doubled! = not worth it!)

· Market structures (perfect competition, monopoly and everything in between)

· Externalities – positive and negative. 
I know this study guide is vague. The test may, if fact, include some items that are not listed here. This simply serves as a basis for review.  Use your textbook and notes/wkshts. to get a solid foundation. Then trust your instincts during the test.  Good luck!

