ECON 201 NOTES

· Concave: increase in Opportunity Cost
· Convex: decrease in Opportunity Cost
· Larger economies have larger PPF and more outwards
· Command economy price is controlled by the government
· Invisible hand: free market
· Mixed economy is both
· Excess Supply is on top of the supply and demand curve
· Excess Demand is on the bottom of the supply and demand curve
· Inferior Good: higher income use less 
· Normal income: higher income higher demand
· Price ceiling is the maximum you can charge
· Price floor is the minimum you can charge
· Quota: reduces supply (vertical line), smaller Q, higher P
· If a good has a Substitute it will be more elastic
· If a good is unique it will be more inelastic
· Demand is more elastic in the short run and more inelastic on the long run
· Cross prices Elasticity are positive for substitutes (+) and negative for Compliments (-) 
· Normal good has a positive elasticity of demand
· Inferior good has a negative elasticity of demand
· Higher price elasticity means its more inelastic
· Total Economic Surplus is on the left
· The more elastic the supply is the smaller the Dead weight loss and more Revenue Burden.
· Negative Externality (pollution) shifts Supply to the left.
· Positive Externality (vaccine) shifts the Demand to the right.
· Risk Pooling:
· Risk Spreading:
· AVC reaches a minimum where AP is a maximum
· MC reaches a minimum where MP is a maximum
· Increase to Returns To Scale: Input < Output
· Constant Returns To Scale: Input = Output
· Decrease Returns to Scale: Input  > Output
· Star making a profit when MC = ATC
· Shut down when MC < AVC
· Should stay open as long as Variable cost is paid
· Supernormal Profits for companies only exist on the Short-Run
· Monopoly: maintaining barriers to keep out competitors.
· Monopoly: they can decrease the Q to increase the P
· Monopoly: greatest profit is when MR = MC
· Monopoly: graph is Step Graph
· Monopoly: profit per unit is when MR meets ATC and you form a rectangle by putting a point of the D line, right on top of that point
· MR = half of quantity D
· Rent seeking makes ATC go up
· Oligopoly is an industry with a few producers
· Monopolistic competition is the close to Normal market competition except the fact that there is a close substitute for the other so P can’t change much
· Monopolistic Competition: MR = MC
· Duapoly: If one firm produces more, the other one will produce less.
· Subsidy will shift supply right
· The government will need to use taxes to fixe dead weight loss
·  Comparitive advantage of x   other /x
· If compliment price goes down, the other goods price goes up and Q goes up.
· If subsitute price goes down, then supply of the other one goes down.
· Consumer surplus is on top, producer surplus is on the bottom.
· If average product is rising MP must be over it.
· [bookmark: _GoBack]If average product is decreasing MP must be under it.




· It is almost always the case that initial plant size expansion leads to a decrease in cost. This is due to: technology exhibiting economies of scale
· when marginal product exceeds average product, average product must be rising.
· When AVC=MC you should shut down
· 28
· Supernormal profit: when market is big they come get profit and jet in SHORT RUN
· Concave: 
