TOPICS FOR FIRST EXAM
BASIC POSTULATES

SCARCITY

SUBSTITUTION


MARGINAL VALUE

DIMINISHING MARGINAL VALUE

BASIC CHOICE RULE 

- CHOOSE MOST PREFERRED

TRADE

TRADE IS EFFICIENT WITH DIFFERENT MVs

COSTS OF TRADE

FINDING PARTNER

IDENTIFYING QUALITY OF OTHERS GOODS

NEGOTIATING THE PRICE

INSTITUTIONS THAT LOWER TRADING COSTS

GOVERNMENT AND ENFORCED RIGHTS

MIDDLEMEN TRADING REPEATEDLY

MONEY  (DESIREABLE CHARACTERISTICS)

DEMAND

BASIC LAW OF ECONOMICS

TAKE AN ACTIONS IF BENEFIT EXCEEDS COST

LAW OF DEMAND

INCREASE PRICE -> INCREASE QUANTITY DEMANDED

PARAMETERS OF DEMAND
ELASTICITY OF DEMAND

MEASURE OF RESPONSIVENESS OF QUANTITY

       DEMANDED TO A PRICE CHANGE    %(Q/%(P
VALUE OF ELASTICITY AND CHANGE IN 
       EXPENDITURE WITH A PRICE CHANGE 
EQUILIBRIUM PRICE

SHORTAGE (Qd>Qs) - BUYER COMPETITION P RISES

SURPLUS (Qs>Qd) - SELLER COMPETITION P FALLS

PRICE CONTROLS 

ALTERNATIVE MANIFESTATIONS OF BUYER AND

    SELLER COMPETION

EFFICIENCY EFFECTS OF PRICE CONTROLS

SUPPLY OF PRODUCED GOODS

EFFICIENCY OF PRICE ALLOCATIONS

Production – create new goods, use up others.

Specialization


Absolute advantage

Comparative advantage

Social gains from expanded trade.

