Microeconomics — Key Graphs

Production Possibility Frontier
(opportunity cost, international trade)

Circular Flow Model (w/ three factor circular flow)

Market Supply & Demand
(marginal cost, marginal utility)

Short run production relationships

Short run perfect competition model — market and firm
(short run cost curves)

Long run in perfect competition

Monopoly model and natural monopoly model
(long run average total cost curve)

Monopolistic competition model
Pay off matrix — duopoly — game theory

Perfect competition in the resource market — market &
firm

Monopsony
Least-Cost Rule/Profit Maximizing Rule

Externalities



Production Possibility Frontier
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Circular Flow Model
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THREE-FACTOR CIRCULAR FLOW




Market Supply and Demand
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Determinants of Demand Determinants of Supply
Changes in: Changes in:
Consumer taste & preference Resource prices
Consumer income Technology
Market size (number of buyers) Taxes and Subsidies
Consumer expectations Market Competition
Price of related goods - (number of sellers)
(substitutes or complements) Price of related goods

Seller expectations
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Demand & Supply
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Price Ceilings and Floors
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Price Elasticity of Demand
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Utility Maximization by Consumers

Total and Marginal Utility
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Short run production relationships
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M!ginal-ﬂemwe-ﬂlaryhml Cost Approach
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Short run perfect competition

Short-run Cormpetitive Equilibrium
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Long run in perfect competition
Test for allocative efficiency P =MC

Test for productive efficiency P = ATC

Long-Run Competitive Equilibriurm
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Monopoly

Price & Marginal Revenue Under Monopoly
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Single Price Vs. Price Discrimination
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Monopolistic Competition
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Oligopoly - Game Theory

Pay off matrix - Duopoly
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Dominant Strategy — strategy that is best for a player regardless of the
strategy chosen by the other players

Nash Equilibrium — a situation in which economic actors interacting with
one another choose their best strategy given the strategies that all the
other actors have chosen
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Marginal Revenue Production Analysis

WMEPP iz a Demand Schedule
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MRP is

Marginal Revenue Product Analysis

a Demand Schedule
Marginal Marginal

product duct Total revenue
m ETT:L Y P:te revenue  product MRP

0 5y 280 3 W}—

1 7 ]___ ; 260wy O gg

7 n ] : 240 N e

3 w e, 220 1940 149

4 22 3 200 4408 o

5 25 3 185 ig.g 108

6 27 15 S} ,

7 28 l P! 155 462 -
ign T
g % compstitive selier's
5 g 4 derrand for & resource
Sl > D Q

0 12 3 4667 8
Quantity of resource demanded

MRP when the output market is imperfectly competitive

25



Perfect Competition in the Resource Market

Supply & Demand

Labor in a Competitive Firm and Market
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Monopsony

Monopsonistic Labor Market
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Profit Maximizing Use of Resources by Firms
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Positive Externality
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