TOPICS FOR SECOND EXAM

 SUPPLY OF EXISTING GOODS - INVERSE DEMAND

 EFFICIENCY OF MARKET ALLOCATIONS OF GOODS WITH NO EXTERNALITIES

 COMPARATIVE ADVANTAGE AND EFFICIENT PRODUCTION

 EFFECTS OF EXPANDED TRADING OPPORTUNITIES
 COMPLEX PRODUCTION

 ROUNDABOUT PRODUCTION

 TEAM PRODUCTION

 IMPLICATIONS FOR EFFICIENT ORGANIZATION OF PRODUCTION

 LARGE ORGANIZATIONS - SEPARATION OF OWNERSHIP AND CONTROL

 MANAGERS AS MONITORS

 IMPLICATIONS FOR COSTS
 MARGINAL COST FALLS THEN RISES

 SUPPLY CURVE GIVEN BY MC ABOVE AC

 LONGER RUN SUPPLY MORE ELASTIC

 EFFICIENT TO ALTER THE PRODUCTION TECHNIQUE 
 TIME FOR ENTRY OR EXIT OF PRODUCERS 

 IMPACT OF A TRADE DEFICIT
 Lending country must be paid back in the future

 Effect on borrowing country’s capital stock

 Ability to transfer consumption across generations
 CONTRAST TO A GOVERNMENT DEFICIT w/no TRADE DEFICIT
 We owe ourselves

 Lowers apparent “price” of government services

 Substitutes government debt for private debt with likely adverse impacts on savings.

 INTEREST RATE

 MEASURE OF THE PREMIUM OF THE PRESENT OVER THE FUTURE

 PV = FN / (1+R)N and its other versions
 COMPLEX PRODUCTION AND VALUE OF MIDDLEMEN

 MIDDLEMEN LINK CONSUMER PREFERENCES AND “DISTANT” PRODUCERS
 Speculators
 Social value of information about future prices

 Futures markets and risk sharing

 Efficient markets

 Price takers and the Law of Demand

 Conditions for price taking

 Many sellers

 Homogeneous goods

 Good information
