《微观经济学》（双语）课程教学大纲

一、课程基本信息

课程代码：18060013
课程名称：《微观经济学》（双语）

英文名称：Microeconomics
课程类别：学科基础课  
学    时：48  

学    分：3
适用对象: 经济管理类

考核方式：考试
先修课程：高中数学
二、课程简介

中文简介

作为微观经济学的第一门课，本课程将向学生提供这一领域的基本观点、基本概念和分析工具。学生将学习市场如何运做，各个经济主体如何做出决策，以及他们对资源配置的含义。本课程将包括：对一些基本经济原理的介绍，供给和需求，市场与福利，公共部门经济学，企业行为与产业组织等。本课程将更多地侧重应用与政策。

英文简介

As the first course of microeconomics, this course will provide students with the fundamental ideas, basic concepts and techniques in this field. Students will study how the markets work, how the economic agents make decisions, and their implications for the allocation of resources. This course will includes: Introduction to Some Principles of Economics, Demand and Supply, Markets and Welfare, the Economics of the Public Sector, Firm Behavior and the Organization of Industry, etc. More of this course is devoted to application and policy. 
三、课程性质与教学目的
微观经济学是经济管理类专业的基础课，揭示了关于现代化大生产、市场经济运行和资源配置机制、政府宏观调控和企业管理的基本规律，也反映了发达资本主义国家特殊的阶级利益、制度属性和意识形态。学习该课程，需要以马克思主义理论为指导并从中国实际出发，遵循理论移植规律，紧密联系当代中国特色社会主义丰富实践，客观认识西方经济学，取其之精华、去之糟粕。

4、 教学内容及要求

第1章     Ten Principles of Economics
（1） 目的与要求

By the end of this chapter, students should understand:
1. that economics is about the allocation of scarce resources

2. some of the tradeoff that people face

3. the meaning of opportunity cost

4. how to use marginal reasoning when making decisions

5. how incentive affect people’s behavior

6. why trade among people or nations can be good foe everyone

7. why markets are a good, but not perfect, way to allocate resources
8. what determines some trends in the overall economy 

（2） How to study and treat microeconomics from the standpoint of Marxism? 

（3） 教学内容
I.
Introduction

A.
The word Aeconomy@ comes from the Greek word meaning Aone who manages a household.

B.
Fundamental economic problem: resources are scarce.

C. Definition of Scarcity: the limited nature of society’s resources.

D. Definition of Economics: the study of how society manages its scarce resources.

II.
How People Make Decisions

A.
Principle #1: People Face Tradeoffs

1.
Making decisions requires trading off one goal for another.

2.
A special example of a tradeoff is the tradeoff between efficiency and equity.

a.
Definition of Efficiency: the property of society getting the most it can from its scarce resources.

b.
Definition of Equity: the property of distributing economic prosperity fairly among the members of society.

B.
Principle #2: The Cost of Something Is What You Give Up to Get It

1.
Making decisions requires individuals to consider the benefits and costs of some action.

2.
Definition of Opportunity Cost: whatever must be given up to obtain some item.

C.
Principle #3: Rational People Think at the Margin

1.
Many decisions in life involve incremental decisions.

2.
Definition of Marginal Changes: small incremental adjustments to a plan of action.

D.
Principle #4: People Respond to Incentives


Because people make decisions by weighing costs and benefits, their decisions may change in response to changes in costs and benefits. 

III.
How People Interact

A.
Principle #5: Trade Can Make Everyone Better Off

B.
Principle #6: Markets Are Usually a Good Way to Organize Economic Activity

1.
Definition of Market Economy: an economy that allocates resources through the decentralized decisions of many firms and households as they interact in markets for goods and services.

C.
Principle #7: Governments Can Sometimes Improve Market Outcomes

1.
Goals of most government policies: promotion of efficiency and equity.

2.
Government policy can be most useful when there is market failure.


Definition of Market Failure: a situation in which a market left on its own fails to allocate resources efficiently.

3.

Examples of Market Failure

a.
Definition of Externality: the impact of one person’s actions on the well-being of a bystander.

b.
Definition of Market Power: the ability of a single economic actor (or small group of actors) to have a substantial influence on market prices.

4.
Note that the principle states that the government can improve market outcomes.  This is not saying that the government always does improve market outcomes.

IV.
How the Economy as a Whole Works

A.
Principle #8: A Country’s Standard of Living Depends on Its Ability to Produce Goods and Services

1.
Definition of Productivity: the quantity of goods and services produced from each hour of a worker’s time.

2.
High productivity implies a high standard of living.

B.
Principle #9: Prices Rise When the Government Prints Too Much Money

1.
Definition of Inflation: an increase in the overall level of prices in the economy.

2.
When the government creates a large amount of money, the value of money falls.

C.
Principle #10: Society Faces a Short-Run Tradeoff between Inflation and Unemployment


Definition of Phillips Curve: the short-run tradeoff between inflation and unemployment. 

 VI.  How to learn Microeconomics

1. Insist on analyzing with Marxist standpoint, viewpoint and method

2. Deeply understand the history of capitalist development

3. Closely linked with the practice of socialism with Chinese characteristics

4. Treat correctly on the methodology of Western Economics

（4） 课后练习

1. You were planning to spend Saturday working at your part-time job, but a friend asks you to go skiing. What is the true cost of going skiing? Now suppose that you had been planning to spend the day studying at the library. What is the cost of going skiing in this case? Explain.
2. Your roommate is a better cook than you are, but you can clean more quickly than your roommate can. If your roommate did all of the cooking and you did all of the cleaning, would your chores take you more or less time than if you divided each task evenly? Give a similar example of how specialization and trade can make two countries both better off.
（5） 教学方法与手段

课堂讲授。

第二章  Thinking Like An Economist
（一）
目的与要求

By the end of this chapter, students should understand:
1. how economics apply the methods of science

2. how assumptions and models can shed light on the world

3. two simple models – the circular flow and the production possibilities frontier

4. the distinguish between microeconomics and macroeconomics

5. the difference between positive and normative statement

6. the role of economics in making policy

7. why economists sometimes disagree with one another  

（二）
教学内容

I.
The Economist as Scientist

A.
Economists follow the scientific method.

1.
Observations help us to develop theory.

2.
Data can be collected and analyzed to evaluate theories.

3.
Experiments are more difficult in economics than in physical science because controlled experiments cannot be used.

B.
Assumptions make the world easier to understand.


Most assumptions will be somewhat unrealistic but will have small effects on the actual outcome of the answer.

C.
Economists use economic models to explain the world around us.

1.
Most economic models are composed of diagrams and equations.

2.
The goal of a model is to simplify reality in order to increase our understanding.  This is where the use of assumptions is helpful.

D.
Our First Model: The Circular Flow Diagram


Definition of Circular-Flow Diagram: a visual model of the economy that shows how dollars flow through markets among households and firms.

E.
Our Second Model: The Production Possibilities Frontier


Definition of Production Possibilities Frontier: a graph that shows the combinations of output that the economy can possibly produce given the available factors of production and the available production technology.

F.
Microeconomics and Macroeconomics

1.
Definition of Microeconomics: the study of how households and firms make decisions and how they interact in markets.

2.
Definition of Macroeconomics: the study of economy-wide phenomena, including inflation, unemployment, and economic growth.

II.
The Economist as Policy Adviser

A.
Positive Versus Normative Analysis

1.
Definition of Positive Statements: claims that attempt to describe the world as it is.

2.
Definition of Normative Statements: claims that attempt to prescribe how the world should be.

3.
Positive statements can be evaluated using data, while normative statements involve personal viewpoints.

B.
Economists in Washington 

III.
Why Economists Disagree

A.
Differences in Scientific Judgments
B.
Differences in Values

C.
Perception Versus Reality
IV.
Appendix — Graphing: A Brief Review

A.
Graphs of a Single Variable

B.
Graphs of Two Variables: The Coordinate System

C.
Curves in the Coordinate System

D.
Slope and Elasticity

E. Cause and Effect

F. Omitted Variables

G. Reverse Causality          

（三）
课后练习

1. The first principle of economics discussed in Chapter 1 is that people face tradeoffs. Use a production possibilities frontier to illustrate society’s tradeoff between a clean environment and high incomes. What do you suppose determines the shape and position of the frontier? Show what happens to the frontier if engineers develop an automobile engine with almost no emissions.
（四）
教学方法与手段

课堂讲授。

第三章   Interdependence and The Gains from Trade
（一）
目的与要求

By the end of this chapter, students should understand:
1. how everyone can benefit when people trade with one another

2. the meaning of absolute advantage and comparative advantage

3. how comparative advantage explains the gains from trade

4. how to apply the theory of comparative advantage to every life and nation policy.  

（二）
教学内容

I.
A Parable for the Modern Economy

A.
Example: two goods — meat and potatoes and two people — a cattle rancher and a potato farmer (both of whom like to consume both potatoes and meat).

B.
Production Possibilities

C.
Specialization and Trade
II.
The Principle of Comparative Advantage

A.
Absolute Advantage


Definition of Absolute Advantage: the comparison among producers of a good according to their productivity.

B.
Opportunity Cost and Comparative Advantage

1.
Definition of Opportunity Cost: whatever must be given up to obtain some item.

2.
Definition of Comparative Advantage: the comparison among producers of a good according to their opportunity cost.

3.
Because the opportunity cost of producing one good is the inverse of the opportunity cost of producing the other, it is impossible for a person to have a comparative advantage in the production of both goods.

C.
Comparative Advantage and Trade

1.
When specialization in a good occurs (assuming there is a comparative advantage), total output will grow.

2.
As long as the opportunity cost of producing the goods differs across the two individuals, both can gain from specialization and trade.

III.
Applications of Comparative Advantage

A.
Should Tiger Woods Mow His Own Lawn?

B.
Should the United States Trade with Other Countries?

1.
Just as individuals can benefit from specialization and trade, so can the populations of different countries.

2.
Definition of Imports: goods produced abroad and sold domestically.

3.
Definition of Exports: goods produced domestically and sold abroad.

4.
The principle of comparative advantage suggests that each good should be produced by the country with a comparative advantage in producing that good (smaller opportunity cost).

5.
Through specialization and trade, countries can have more of all goods to consume.          

（三）
课后练习

1. American and Japanese workers can each produce 4 cars a year. An American worker can produce 10 tons of grain a year, whereas a Japanese worker can produce 5 tons of grain a year. To keep things simple, assume that each country has 100 million workers.

a. For this situation, construct a table analogous to Table 3-1.

b. Graph the production possibilities frontier of the American and Japanese economies.

c. For the United States, what is the opportunity cost of a car? Of grain? For Japan, what is the opportunity cost of a car? Of grain? Put this information in a table analogous to Table 3-3.

d. Which country has an absolute advantage in producing cars? In producing grain?

e. Which country has a comparative advantage in producing cars? In producing grain?

f. Without trade, half of each country’s workers produce cars and half produce grain. What quantities of cars and grain does each country produce?

g. Starting from a position without trade, give an example in which trade makes each country better off.
（四）
教学方法与手段

课堂讲授。

第四章  The Market Forces of Supply and Demand 
（一）
目的与要求

By the end of this chapter, students should understand:
1. what a competitive market is 

2. what determines the demand for a good in a competitive market

3. what determines the supply of a good in a competitive market

4. how supply and demand together set the price of a good and the quantity sold

5. the key role of prices in allocating scarce resources in market economics  

（二）
教学内容

I.
Markets and Competition

A.
Definition of Market: a group of buyers and sellers of a particular good or service.

B.
Definition of Competitive Market: a market in which there are many buyers and many sellers so that each has a negligible impact on the market price.

C.
Competition: Perfect and Otherwise

1.
Characteristics of a perfectly competitive market:

2.
Because buyers and sellers must accept the market price as given, they are often called “price takers.”

3.
Agricultural markets provide good examples of perfect competition.

4.
A market with only one seller is called a monopoly market.

5.
A market with only a few sellers is called an oligopoly.

6.
A market with a large number of sellers, each selling a product that is slightly different from its competitors’ products, is called monopolistic competition.

D.
We will start by assuming perfect competition.
II.
Demand

A.
Definition of Quantity Demanded: the amount of a good that buyers are willing and able to purchase.

B.
What Determines the Quantity an Individual Demands?

1.
Price

a.
Definition of Law of Demand: the claim that, other things being equal, the quantity demanded of a good falls when the price of the good rises.

2.
Income

a.
Definition of Normal Good: a good for which, other things equal, an increase in income leads to an increase in demand.

b.
Definition of Inferior Good: a good for which, other things equal, an increase in income leads to a decrease in demand.

3.
Prices of Related Goods

a.
Definition of Substitutes: two goods for which an increase in the price of one good leads to an increase in the demand for the other good.

b.
Definition of Complements: two goods for which an increase in the price of one good leads to a decrease in the demand for the other good.

4.
Tastes

5.
Expectations

C.
The Demand Schedule and the Demand Curve

1.
Definition of Demand Schedule: a table that shows the relationship between the price of a good and the quantity demanded.

2.
Definition of Demand Curve: a graph of the relationship between the price of a good and the quantity demanded.


D.
Ceteris Paribus


Definition of Ceteris Paribus: a Latin phrase, translated as “other things being equal,” used as a reminder that all variables other than the ones being studied are assumed to be constant.

E. Market Demand Versus Individual Demand


The market demand is the sum of all of the individual demands for a particular good or service.

F.
Shifts in the Demand Curve


When any determinant of demand changes (other than price), the demand curve will shift.

III.
Supply

A.
Definition of Quantity Supplied: the amount of a good that sellers are willing and able to sell.

B.
What Determines the Quantity an Individual Supplies?

1.
Price
Definition of Law of Supply: the claim that, other things equal, the quantity supplied of a good rises when the price of the good rises.

2.
Input Prices

3.
Technology

4.
Expectations

C.
The Supply Schedule and the Supply Curve

1. Definition of Supply Schedule: a table that shows the relationship between the price of a good and the quantity supplied.


2.
Definition of Supply Curve: a graph of the relationship between the price of a good and the quantity supplied.

D.
Market Supply Versus Individual Supply


The market supply curve can be found by summing individual supply curves.

E.
 Shifts in the Supply Curve


When any determinant of supply changes (other than price), the supply curve will shift.
IV.
Supply and Demand Together

A.
Equilibrium

1.
The point where the supply and demand curves intersect is called the market’s equilibrium.

2.
Definition of Equilibrium: a situation in which supply and demand have been brought into balance.

3.
Definition of Equilibrium Price: the price that balances supply and demand.

4.
The equilibrium price is often called the “market-clearing” price because both buyers and sellers are satisfied at this price.

5.
Definition of Equilibrium Quantity: the quantity supplied and the quantity demanded when the price has adjusted to balance supply and demand.

6.
If the actual market price is higher than the equilibrium price, there will be a surplus of the good.

7.
If the actual price is lower than the equilibrium price, there will be a shortage of the good.

8.
Definition of the Law of Supply and Demand: the claim that the price of any good adjusts to bring the supply and demand for that good into balance.

B.
Three Steps to Analyzing Changes in Equilibrium

D.
Shifts in Curves Versus Movements Along Curves

V.
Conclusion: How Prices Allocate Resources

A.
The model of supply and demand is a powerful tool for analyzing markets.

B.
Supply and demand together determine the price of the economy’s goods and services.  

1.
These prices serve as signals that guide the allocation of scarce resources in the economy.

2.
Prices determine who produces each good and how much of each good is produced.          

（三）
课后练习

1. Suppose that the price of basketball tickets at your college is determined by market forces. Currently, the demand and supply schedules are as follows:

PRICE    QUANTITY DEMANDED      QUANTITY SUPPLIED

$ 4           10,000                  8,000

8            8,000                  8,000

12            6,000                  8,000

16            4,000                  8,000

20            2,000                  8,000

a. Draw the demand and supply curves. What is unusual about this supply curve? Why might this be true?

b. What are the equilibrium price and quantity of tickets?

c. Your college plans to increase total enrollment next year by 5,000 students. The additional students will have the following demand schedule:

PRICE                QUANTITY DEMANDED

$ 4                      4,000

8                      3,000

12                      2,000

16                      1,000

20                          0

Now add the old demand schedule and the demand schedule for the new students to calculate the new demand schedule for the entire college. What will be the new equilibrium price and quantity?

（四）
教学方法与手段

课堂讲授。

第五章  Elasticity and Its Application  

（一）
目的与要求

By the end of this chapter, students should understand:
1. the meaning of the elasticity of demand

2. what determines the elasticity of demand

3. the meaning of the elasticity of supply

4. what determines the elasticity of supply

5. how to apply the concept of elasticity in the three very different markets  

（二）
教学内容

I. The Elasticity of Demand

A. Definition of Elasticity: a measure of the responsiveness of quantity demanded or quantity supplied to one of its determinants.

B. The Price Elasticity of Demand and Its Determinants

1. Definition of Price Elasticity of Demand: a measure of how much the quantity demanded of a good responds to a change in the price of that good, computed as the percentage change in quantity demanded divided by the percentage change in price.

2. Determinants of Price Elasticity of Demand

a. Necessities versus Luxuries: necessities are more price inelastic.

b. Availability of Close Substitutes: the more substitutes a good has, the more elastic its demand.

c. Definition of the Market: narrowly defined markets (ice cream) have more elastic demand than broadly defined markets (food).

d. Time Horizon: goods tend to have more elastic demand over longer time horizons.

C. Computing the Price Elasticity of Demand 


D.
The Midpoint Method:  A Better Way to Calculate Elasticities

E.
 The Variety of Demand Curves

1. Classification of Elasticity

a. When the elasticity is greater than one, the demand is considered to be elastic.

b. When the elasticity is less than one, the demand is considered to be inelastic.

c. When the elasticity is equal to one, the demand is called unit elastic.

2. Slope of Demand Curve: in general, the flatter the demand curve the more elastic the demand.

3. Extreme Cases

D. Total Revenue and the Price Elasticity of Demand
E. Other Demand Elasticities

Definition of Income Elasticity of Demand:  a measure of how much the quantity demanded of a good responds to a change in consumers’ income, computed as the percentage change in quantity demanded divided by the percentage change in income.
II. The Elasticity of Supply

A. The Price Elasticity of Supply and Its Determinants

1. Definition of Price Elasticity of Supply: a measure of how much the quantity supplied of a good responds to a change in the price of that good, computed as the percentage change in quantity supplied divided by the percentage change in price.

2. Determinants of the Price Elasticity of Supply

a. Flexibility of Sellers: goods which are somewhat fixed in supply (beachfront property) have inelastic supplies.

b. Time Horizon: supply is usually more inelastic in the short run than in the long run.

B. Computing the Price Elasticity of Supply
C. The Variety of Supply Curves



1. Slope of Supply Curve: in general, the flatter the supply curve the more elastic the supply.

2. Extreme Cases
III.   Three Applications of Supply, Demand, and Elasticity

A. Can Good News for Farming Be Bad News for Farmers?

B. Why Did OPEC Fail to Keep the Price of Oil High?

C. Does Drug Interdiction Increase or Decrease Drug-Related Crime?            

（三）
课后练习

1. Suppose that business travelers and vacationers have the following demand for airline tickets from New York to Boston:

QUANTITY DEMANDED               QUANTITY DEMANDED

PRICE      (BUSINESS TRAVELERS)               (VACATIONERS)

$150              2,100                           1,000

200              2,000                             800

250              1,900                             600

300              1,800                             400

a. As the price of tickets rises from $200 to $250, what is the price elasticity of demand for (i) business travelers and (ii) vacationers? 

b. Why might vacationers have a different elasticity than business travelers?

2.  Suppose that your demand schedule for compact discs is as follows:

QUANTITY DEMANDED             QUANTITY DEMANDED

PRICE        (INCOME _ $10,000)                 (INCOME _ $12,000)

$ 8                40                              50

10               32                              45

12               24                              30

14               16                              20

16                8                              12

a. Calculate your price elasticity of demand as the price of compact discs increases from $8 to $10 if (i) your income is $10,000, and (ii) your income is $12,000.

b. Calculate your income elasticity of demand as your income increases from $10,000 to $12,000 if (i) the price is $12, and (ii) the price is $16.
（四）
教学方法与手段

课堂讲授。

第六章   Supply, Demand, and Government Policies  

（一）
目的与要求

By the end of this chapter, students should understand:
1. the effects of government policies that place a ceiling on prices

2. the effects of government policies that put a floor under prices

3. how a tax on a good affects the price of the good and the quantity sold

4. that taxes levied on buyers and taxes levies on sellers are equivalent

5. how the burden of a tax is split between buyers and sellers  

（二）
教学内容

I.
Controls on Prices

A.
Definition of Price Ceiling: a legal maximum on the price at which a good can be sold.

B.
Definition of Price Floor: a legal minimum on the price at which a good can be sold.

C.
How Price Ceilings Affect Market Outcomes

D.
How Price Floors Affect Market Outcomes

E.
Evaluating Price Controls
1.
Because most economists feel that markets are usually a good way to organize economic activity, most oppose the use of price ceilings and floors.

2.
Price ceilings and price floors often hurt the people they are intended to help.

II.
Taxes

A.
Definition of Tax Incidence: the study of who bears the burden of taxation.

B.
How Taxes on Buyers Affect Market Outcomes

1. If the government requires the buyer to pay a certain dollar amount for each unit of a good purchased, this will cause a decrease in demand.

2.
The demand curve will shift down by the amount of the tax.

3.
The quantity of the good sold will decline.

4.
Buyers and sellers will share the burden of the tax - buyers pay more for the good (including the tax) and sellers receive less.

C.
How Taxes on Sellers Affect Market Outcomes

1.
If the government requires the seller to pay a certain dollar amount for each unit of a good purchased, this will cause a decrease in supply.

2.
The supply curve will shift up by the amount of the tax.

3.
The quantity of the good sold will decline.

4. Buyers and sellers will share the burden of the tax - buyers pay more for the good and sellers receive less (because of the tax).
D.
Elasticity and Tax Incidence


In general, a tax burden falls more heavily on the side of the market that is less elastic.          

（三）
课后练习

1. (This question requires the use of high school algebra) Suppose the demanded curve for pizza can be represented by the equation Qd = 20-2P, where Qd is the quantity demanded and P is the price. The supply curve for pizza can be represented by the equation Qs = P-1, where Qs is the quantity supplied. Suppose the government imposes a $3 tax per pizza. How much more will consumers now pay for a pizza? (Hint: The price in the demand and supply equation are no longer equal .The price that determines quantity demanded now equals the price that determines quantity supplied plus $3.)
（四）
教学方法与手段

课堂讲授。

第七章  Consumers, Producers, and the Efficiency of Markets
（一）
目的与要求

By the end of this chapter, students should understand:
1. the link between buyer’s willingness to pay for a good and the demand

2. how to define and measure consumer surplus

3. the link between sellers’ costs  of producing  a good and the supply curve

4. how to define and measure producer surplus

5. that the equilibrium of supply and demand maximizes total surplus in a market  

（二）
教学内容

I.
Definition of Welfare Economics: the study of how the allocation of resources affects economic well-being.

II.
Consumer Surplus

A.
Willingness to Pay

1.
Definition of Willingness to Pay: the maximum amount that a buyer will pay for a good.

2.
Definition of Consumer Surplus: a buyer’s willingness to pay minus the amount the buyer actually pays.

B.
Using the Demand Curve to Measure Consumer Surplus


Consumer surplus can be measured as the area below the demand curve and above the price.

C.
How a Lower Price Raises Consumer Surplus

D.
What Does Consumer Surplus Measure?
III.
Producer Surplus

A.
Cost and the Willingness to Sell

1.
Definition of Cost: the value of everything a seller must give up to produce a good.

2.
Definition of Producer Surplus: the amount a seller is paid for a good minus the seller’s cost.

B.
Using the Supply Curve to Measure Producer Surplus


Producer surplus can be measured as the area above the supply curve and below the price.

C.
How a Higher Price Raises Producer Surplus

D.
Producer surplus is used to measure economic well-being of producers, much like consumer surplus is used to measure the economic well-being of consumers.
IV.
Market Efficiency

A.
The Benevolent Social Planner

1.
The economic well-being of everyone in society can be measured by total surplus, which is the sum of consumer surplus and producer surplus.

2.
Definition of Efficiency: the property of a resource allocation of maximizing the total surplus received by all members of society.

3. Definition of Equity: the fairness of the distribution of well-being among the members of society.

B.
Evaluating the Market Equilibrium

1.
Total surplus is maximized at the market equilibrium.

2.
Note that this is one of the reasons that economists believe Principle #6: Markets are usually a good way to organize economic activity. 
（三）
课后练习

1. Many parts of California experienced a severe drought in the late 1980s and early 1990s. 

a. Use a diagram of the water market to show the effects of the drought on the equilibrium price and quantity of water.

b. Many communities did not allow the price of water to change, however. What is the effect of this policy on the water market? Show on your diagram any surplus or shortage that arises.

c. A 1991 op-ed piece in The Wall Street Journal stated that “all Los Angeles residents are required to cut their water usage by 10 percent as of March 1 and another 5 percent starting May 1, based on their 1986 consumption levels.” The author criticized this policy on both efficiency and equity grounds, saying “not only does such a policy reward families who ‘wasted’ more water back in 1986, it does little to encourage consumers who could make more drastic reductions, [and] . . . punishes consumers who cannot so readily reduce their water use.” In what way is the Los Angeles system for allocating water inefficient? In what way does the system seem unfair?

d. Suppose instead that Los Angeles allowed the price of water to increase until the quantity demanded qualed the quantity supplied. Would the resulting allocation of water be more efficient? In your view, would it be more or less fair than the proportionate reductions in water use mentioned in the newspaper article? What could be done to make the market solution more fair? 
（四）
教学方法与手段

课堂讲授。

第八章  Application: The Cost of Taxation
（一）
目的与要求

By the end of this chapter, students should understand:
1. how taxes reduce consumer and producer surplus

2. the meaning and cause of the deadweight loss of a tax

3. why some taxes have larger deadweight losses than others

4. how tax revenue and deadweight loss vary with the size of a tax.

（二）
教学内容

I.
The Deadweight Loss of Taxation

A.
If there is a tax on a product, the price that a buyer pays will be greater than the price the seller receives. Thus, there is a tax wedge between the two prices and the quantity sold will be smaller if there was no tax.

B. How a Tax Affects Market Participants

C.
Deadweight Losses and the Gains from Trade

Definition of Deadweight Loss:  the fall in total surplus that results from a market distortion, such as a tax.
II.
The Determinants of the Deadweight Loss

A.
The price elasticities of supply and demand will determine the size of the deadweight loss that occurs from a tax.

III.
Deadweight Loss and Tax Revenue as Taxes Vary

A.
As taxes increase, the deadweight loss from the tax increases.
B. 
In fact, as taxes increase, the deadweight loss rises more quickly than the size of the tax.

C.
Also interesting is the fact that as the tax increases, the level of tax revenue will eventually fall.
D.
The Laffer Curve and Supply-Side Economics

（三）
课后练习

1. (This problem uses some high school algebra and is challenging.) Suppose that a market is described by the following supply and demand equations:

Qs = 2P

Qd = 300 -P

a. Solve for the equilibrium price and the equilibrium quantity.

b. Suppose that a tax of T is placed on buyers, so the new demand equation is

Qd = 300 – (P+T)

Solve for the new equilibrium. What happens to the price received by sellers, the price paid by buyers, and the quantity sold?

c. Tax revenue is T * Q. Use your answer to part (b) to solve for tax revenue as a function of T. Graph this relationship for T between 0 and 300.

d. The deadweight loss of a tax is the area of the triangle between the supply and demand curves. Recalling that the area of a triangle is 1/2 * base * height, solve for deadweight loss as a function of T. Graph this relationship for T between 0 and 300. (Hint: Looking sideways, the base of the deadweight loss triangle is T, and the height is the difference between the quantity sold with the tax and the quantity sold without the tax.)

e. The government now levies a tax on this good of $200 per unit. Is this a good policy? Why or why not? Can you propose a better policy?
（四）
教学方法与手段

课堂讲授。      

第九章  Application: International Trade
（一）
目的与要求

By the end of this chapter, students should understand:
1. what determines whether a country imports of exports a good.

2. who wins and who loses from international trade.

3. that the gains to winners from international trade exceed the losses to losers.

4. the welfare effects of tariffs and import quotas.

5. the arguments people use to advocate trade restrictions.  

（二）
教学内容

I.
The Determinants of Trade

A.
Example used throughout the chapter: the market for steel in a country called Isoland.

B.
The Equilibrium Without Trade
C.
The World Price and Comparative Advantage

II.
The Winners and Losers from Trade

A.    The Gains and Losses of an Exporting Country

B.
The Gains and Losses of an Importing Country
C.
The Effects of a Tariff

D.
The Effects of an Import Quota

E.
The Lessons for Trade Policy

1.
If trade is allowed, the price of steel will be driven to the world price.  If the domestic price is higher than the world price, the country will import and the domestic price will fall.  If the domestic price is lower than the world price, the country will export and the domestic price will rise.

2.
If a country imports a product, domestic producers are made worse off, domestic consumers are made better off, and the gains of consumers outweigh the losses of producers.  If a country exports a product, domestic producers are made better off, domestic consumers are made worse off, and the gains of producers outweigh the losses of consumers.

3.
Both a tariff and an import quota would create a deadweight loss because total surplus would fall.
III.
The Arguments for Restricting Trade

A.
The Jobs Argument

B.
The National-Security Argument 

C.
The Infant-Industry Argument

D.
The Unfair-Competition Argument

E.
The Protection-As-A-Bargaining-Chip Argument          

（三）
课后练习

1.  The following table presents the demand and supply schedules for watches in the United States and Switzerland (which we assume are the only two countries in the world ):

	
	     Qd  IN 
	    Qs  IN
	    Qd  IN 
	   Qs  IN

	PRICE PER
	UNITED STATES
	UNITED STATES
	SWITZERLAND
	SWITZERLAND

	Watch
	（Thousands）
	（Thousands）
	（Thousands）
	（Thousands）

	$10 
	110
	0
	80
	30

	20
	90
	20
	50
	50

	30
	70
	40
	35
	65

	40
	60
	60
	20
	80

	50
	50
	80
	5
	95

	60
	40
	95
	0
	105

	70
	30
	105
	0
	110

	80
	20
	110
	0
	115


a. With no international trade ,what are the equilibrium price and quantity in the U.S. watch market and in the Swiss watch market?

b. Now suppose that trade is opened between the United States and Switzerland only. What is the new equilibrium price in the world market for watches? How does it compare to the no –trade price of watches in the two countries?

c. What is the total quantity of watch production at the new equilibrium in the two countries? Which country exports watches? How many?

d. When trade opens, what happens to the quantity of watches produced, and thus employment, in the U.S. watch industry ?In the Swiss watch industry ? Who benefits and who loses from the opening of trade?
（四）
教学方法与手段

课堂讲授。

第十章  Externalities
（一）
目的与要求

By the end of this chapter, students should understand:
1. what an externality is

2. why externalities can make market outcomes inefficient

3. how people can sometimes solve the problem of externalities on their own

4. why private solutions to externalities sometimes do not work
5. the various government policies aimed at solving the problem of externalities  

（二）
教学内容

I.
Definition of Externality: the uncompensated impact of one person’s actions on the well-being of a bystander.

A.
If the effect on the bystander is adverse, we say that there is a negative externality.

B.
If the effect on the bystander is beneficial, we say that there is a positive externality.

C.
In either situation, decision makers fail to take account of the external effects of their behavior.

II.
Externalities and Market Inefficiency

A.
Welfare Economics: A Recap


B.
Negative Externalities in Production


Definition of Internalizing an Externality: altering incentives so that people take account of the external effects of their actions.

C.
Positive Externalities in Production

D.
Externalities in Consumption
III.
Private Solutions to Externalities

A.
We do not necessarily need government involvement to correct externalities.  

B.
The Types of Private Solutions

1.
Problems of externalities can sometimes be solved by moral codes and social sanctions.

2.
Many charities have been established that deal with externalities.

3.
The parties involved in this externality (either the seller and the bystander or the consumer and the bystander) can possibly enter into an agreement to correct the externality.

C.
The Coase Theorem


Definition of Coase Theorem: the proposition that if private parties can bargain without cost over the allocation of resources, they can solve the problem of externalities on their own.

D.
Why Private Solutions Do Not Always Work


Definition of Transaction Costs: the costs that parties incur in the process of agreeing and following through on a bargain.
IV.
Public Policies toward Externalities

A.
Regulation
B.
Pigovian Taxes and Subsidies

Definition of Pigouvian Tax: a tax enacted to correct the effects of a negative externality.
C.
Tradable Pollution Permits
D. Objections to the Economic Analysis of Pollution          

（三）
课后练习

1. The Pristine River has two polluting firms on its banks. Acme Industrial and Creative Chemicals each dump 100 tons of glop into the river each year. The cost of reducing glop emissions per ton equals $10 for Acme and $100 for Creative. The local government wants to reduce overall pollution from 200 tons to 50 tons.

a. If the government knew the cost of reduction for each firm, what reductions would it impose to reach its overall goal? What would be the cost to each firm and the total cost to the firms together?

b. In a more typical situation, the government would not know the cost of pollution reduction at each firm. If the government decided to reach its overall goal by imposing uniform reductions on the firms, calculate the reduction made by each firm, the cost

to each firm, and the total cost to the firms together. 

c. Compare the total cost of pollution reduction in parts (a) and (b). If the government does not know the cost of reduction for each firm, is there still some way for it to reduce pollution to 50 tons at the total cost you calculated in part (a)? Explain.
（四）
教学方法与手段

课堂讲授。

第十一章  Public Goods and Common Resources
（一）
目的与要求

By the end of this chapter, students should understand:
1. the defining characteristics of public goods and common resources

2. why private markets fail to provide public goods

3. some of the important public goods in our economy

4. why the cost-benefit analysis of public goods is both necessary and difficult

5. why people tend to use common resources too much

6. some of the important common resources in our economy
（二）
教学内容

I.
The Different Kinds of Goods

A.
When classifying types of goods in the economy, two characteristics should be examined.

1.
Definition of Excludability: the property of a good whereby a person can be prevented from using it.

2.
Definition of Rivalry: the property of a good whereby one person’s use diminishes other people’s use.

B.
Using these two characteristics, goods can be divided into four categories.

1.
Definition of Private Goods: goods that are both excludable and rival.

2.
Definition of Public Goods: goods that are neither excludable nor rival.

3.
Definition of Common Resources: goods that are rival but not excludable.

4.
If a good is excludable but not rival, it is said that there is a natural monopoly.
II.
Public Goods

A.
Example: a fireworks display.  

B.
The Free-Rider Problem

1.
Definition of Free Rider: a person who receives the benefit of a good but avoids paying for it.

2.
This is another demonstration of Principle #7: Governments can sometimes improve market outcomes.

C.
Some Important Public Goods

1.
National Defense

2.
Basic Research

3.
Programs to Fight Poverty

D.
The Difficult Job of Cost–Benefit Analysis

1.
Definition of Cost–Benefit Analysis: a study that compares the costs and benefits to society of providing a public good.

2.
This is very difficult to do, because measuring how much individuals will value a specific good is problematic.

III.
Common Resources

A.
The Tragedy of the Commons

B.
Some Important Common Resources

1.
Clean Air and Water

2.
Oil Pools

3.
Congested Roads
4.
Fish, Whales, and Other Wildlife

IV.
Conclusion: The Importance of Property Rights

A.
With both public goods and common resources, the market outcome will be inefficient because of the lack of well-defined property rights.

B.
This absence of property rights can lead to a market failure, which implies that in these situations, governments can improve the allocation of resources and increase economic well-being.          

（三）
课后练习

1. Think about the goods and services provided by your local government.

a. Using the classification in Figure 11-1, explain what category each of the following goods falls into:

·police protection

·snow plowing

·education

·rural roads

·city streets

b. Why do you think the government provides items that are not public goods?
（四）
教学方法与手段

课堂讲授。

第十二章  The Design of the Tax System
（一）
目的与要求

By the end of this chapter, students should understand:
1. how the US government raises and spends money

2. the efficiency costs of taxes

3. the alternative ways to judge the equity of a tax system

4. why studying tax incidence is crucial for evaluating tax equity

5. the tradeoff between efficiency and equity in the design of a tax system  

（二）
教学内容

I.
A Financial Overview of the U.S. Government

Definition of Budget Surplus: an excess of government receipts over government spending.

Definition of Budget Deficit: an excess of government spending over government receipts.
II.
Taxes and Efficiency

A.
Well-designed tax policies minimize the deadweight losses that occur when taxes distort incentives.  They also minimize the administrative burdens that taxpayers face when complying with tax laws.

B.
Deadweight Losses
C.
Administrative Burden

D.
Marginal Tax Rates Versus Average Tax Rates

E.
Lump-Sum Taxes

III.
Taxes and Equity

A.
The Benefits Principle

B.
The Ability-to-Pay Principle

1.
Definition of Ability-to-Pay Principle: the idea that taxes should be levied on a person according to how well that person can shoulder the burden.

2.
    Three tax systems: proportional, regressive, and progressive.

a.
Definition of Proportional Tax: a tax for which high-income and low-income taxpayers pay the same fraction of income.

b.
Definition of Regressive Tax: a tax for which high-income taxpayers pay a smaller fraction of their income than do low-income taxpayers.

c.
Definition of Progressive Tax: a tax for which high-income taxpayers pay a larger fraction of their income than do low-income taxpayers.
C.
Tax Incidence and Tax Equity
IV.
Conclusion: The Tradeoff Between Equity and Efficiency          

（三）
课后练习

1. Any income tax schedule embodies two types of tax rates—average tax rates and marginal tax rates.

a. The average tax rate is defined as total taxes paid divided by income. For the proportional tax system presented in Table 12-7, what are the average tax rates for people earning $50,000, $100,000, and $200,000? What are the corresponding average tax

rates in the regressive and progressive tax systems?

b. The marginal tax rate is defined as the extra taxes paid on additional income divided by the increase in income. Calculate the marginal tax rate for the proportional tax system as income rises from $50,000 to $100,000. Calculate the marginal tax rate

as income rises from $100,000 to $200,000. Calculate the corresponding marginal tax rates for the regressive and progressive tax systems.

c. Describe the relationship between average tax rates and marginal tax rates for each of these three systems. In general, which rate is relevant for someone deciding whether to accept a job that pays slightly more than her current job? Which rate is

relevant for judging the vertical equity of a tax system? 
（四）
教学方法与手段

课堂讲授。

第十三章  The Cost of Production
（一）
目的与要求

By the end of this chapter, students should understand:
1. what items are included in a firm’s costs of production

2. the link between a firm’s production process and its total costs

3. the meaning of average total costs and marginal cost and how they are related

4. the shape of a typical firm’s cost curves

5. the relationship between short-run and long-run costs  

（二）
教学内容

I.
What Are Costs?

A.
Total Revenue, Total Cost, and Profit

1.
Goal of a firm: to maximize profit.

2.
Definition of Total Revenue: the amount a firm receives for the sale of its output.
3.
Definition of Total Cost: the market value of the inputs a firm uses in production.

4.
Definition of Profit: total revenue minus total cost.
B.
Costs as Opportunity Costs


Total opportunity costs include both implicit and explicit costs.

a.
Definition of Explicit Costs:  input costs that require an outlay of money by the firm.

b.
Definition of Implicit Costs:  input costs that do not require an outlay of money by the firm.

c.
Accountants focus on only explicit costs, while economists examine both explicit and implicit costs.

C.
The Cost of Capital as an Opportunity Cost

D.
Economic Profit Versus Accounting Profit

1.
Definition of Economic Profit:  total revenue minus total cost, including both explicit and implicit costs.

2.
Definition of Accounting Profit:  total revenue minus total explicit costs.

3.
If implicit costs are greater than zero, accounting profit will always exceed economic profit.

II.
Production and Costs

A.
The Production Function

1.
Definition of Production Function: the relationship between quantity of inputs used to make a good and the quantity of output of that good.

2.
Definition of Marginal Product: the increase in output that arises from an additional unit of input.

Definition of Diminishing Marginal Product: the property whereby the marginal product of an input declines as the quantity of the input increases.

B.
From the Production Function to the Total-Cost Curve

III.
The Various Measures of Cost

A.
Fixed and Variable Costs

1.
Definition of Fixed Costs: costs that do not vary with the quantity of output produced.

2.
Definition of Variable Costs: costs that do vary with the quantity of output produced.

3. Total cost is equal to fixed cost plus variable cost.

  B.
Average and Marginal Cost

1.
Definition of Average Total Cost: total cost divided by the quantity of output.

2.
Definition of Average Fixed Cost: fixed costs divided by the quantity of output.

3.
Definition of Average Variable Cost: variable costs divided by the quantity of output.

4.
Definition of Marginal Cost: the increase in total cost that arises from an extra unit of production.

C.
Cost Curves and Their Shapes

1.
Rising Marginal Cost

2.
U-Shaped Average Total Cost


Definition of Efficient Scale: the quantity of output that minimizes average total cost.

3.
Typical Cost Curves

IV.
Costs in the Short Run and in the Long Run

A.
The division of total costs into fixed and variable costs will vary from firm to firm.

B.
Some costs are fixed in the short run, but all are variable in the long run.

C.
The long-run average total cost curve lies along the lowest points of the short-run average total cost curves because the firm has more flexibility in the long run to deal with changes in production.

D.
The long-run average total cost curve is typically U-shaped.

1.
Definition of Economies of Scale: the property whereby long-run average total cost falls as the quantity of output increases.

2.
Definition of Diseconomies of Scale: the property whereby long-run average total cost rises as the quantity of output increases.

3.
Definition of Constant Returns to Scale: the property whereby long-run average total cost stays the same as the quantity of output changes.          

（三）
课后练习

1. Healthy Harry’s Juice Bar has the following cost schedules:

Q (VATS)             VARIABLE COST            TOTAL COST

0                   $ 0                     $ 30

1                    10                       40

2                    25                       55

3                    45                       75

4                    70                      100

5                   100                      130

6                   135                      165

a. Calculate average variable cost, average total cost, and marginal cost for each quantity.

b. Graph all three curves. What is the relationship between the marginal-cost curve and the average total- cost curve? Between the marginal-cost curve and the average-variable-cost curve? Explain.
（四）
教学方法与手段

课堂讲授。

第十四章  Firms in Competitive Markets
（一）
目的与要求

By the end of this chapter, students should understand:
1. what characteristics make a market competitive

2. how competitive firms decide how much output to produce

3. how competitive firms decide when to shut down production temporarily 

4. how competitive firms decided whether to exit or enter a market

5. how firm behavior determines a market’s short-run and long-run supply curves  

（二）
教学内容

I.
What Is a Competitive Market?

A.
The Meaning of Competition

1.
Definition of Competitive Market: a market with many buyers and sellers trading identical products so that each buyer and seller is a price taker.

2.
Three characteristics of a competitive market (sometimes called a perfectly competitive market).

B.
The Revenue of a Competitive Firm

1.
Total revenue from the sale of output is equal to price times quantity.

2.
Definition of Average Revenue: total revenue divided by the quantity sold.

3.
Definition of Marginal Revenue: the change in total revenue from an additional unit sold.

II.
Profit Maximization and the Competitive Firm’s Supply Curve

A.
A Simple Example of Profit Maximization: The Smith Dairy Farm

B.
The Marginal-Cost Curve and the Firm’s Supply Decision
1.
Because the firm’s marginal cost curve determines how much the firm is willing to supply at any price, it is the competitive firm’s supply curve.

C.
The Firm’s Short-Run Decision to Shut Down.

1.
A firm will shut down if the revenue that it would get from producing is less than its variable costs of production:

Shut down if TR < VC.

2.
We can rewrite this condition as:

Shut down if P < AVC.

3.
Therefore, the competitive firm’s short-run supply curve is the portion of its marginal revenue curve that lies above average variable cost.

4.
Spilt Milk and Sunk Costs

D.
The Firm’s Long-Run Decision to Exit or Enter a Market

1.
A firm will exit if the revenue that it would earn from producing is less than its total costs:

Exit if TR < TC.

2.
We can rewrite this condition as:

Exit if P < ATC.

3.
A firm will enter an industry when there is profit potential, so this must mean that a firm will enter if revenues will exceed costs:

Enter if P > ATC.

4.
Because, in the long-run, a firm will remain in a market only if P ≥ ATC, the firm’s long-run supply curve will be its marginal cost curve above ATC.

E.
Measuring Profit in Our Graph for the Competitive Firm
III.
The Supply Curve in a Competitive Market

A.
The Short Run:  Market Supply with a Fixed Number of Firms


To get the market supply curve, we add the quantity supplied by each firm in the market at every given price.

B.
The Long Run:  Market Supply with Entry and Exit

1.
At the end of the process of entry or exit, firms that remain in the market must be making zero economic profit.

2.
This implies that the long-run equilibrium of a competitive market must have firms operating at their efficient scale.

3.
Why Do Competitive Firms Stay in Business If They Make Zero Profit?

C.
 A Shift in Demand in the Short Run and Long Run

D.
Why the Long-Run Supply Curve Might Slope Upward          

（三）
课后练习

1. Assume that the gold-mining industry is competitive.

a. Illustrate a long-run equilibrium using diagrams for the gold market and for a representative gold mine.

b. Suppose that an increase in jewelry demand induces a surge in the demand for gold. Using your diagrams, show what happens in the short run to the gold market and to each existing gold mine.

c. If the demand for gold remains high, what would happen to the price over time? Specifically, would the new long-run equilibrium price be above, below, or equal to the short-run equilibrium price in part (b)? Is it possible for the new long-run equilibrium price to be above the original long-run equilibrium price? Explain. 
（四）
教学方法与手段

课堂讲授。

第十五章  Monopoly
（一）
目的与要求

By the end of this chapter, students should understand:
1. why some markets have only one seller

2. how a monopoly determines the quantity to produce and the price to charge 

3. how the monopoly’s decisions affect economic well-being

4. the various public policies aimed at solving the problem of monopoly 

5. why monopolies try to charge different prices to different customers  

（二）
教学内容

I.
A competitive firm is a price taker; a monopoly firm is a price maker.
II.
Why Monopolies Arise

A.
Definition of Monopoly: a firm that is the sole seller of a product without close substitutes.

B.
The fundamental cause of monopoly is barriers to entry.

1.
Monopoly Resources

2.
Government-Created Monopolies

3.
Definition of Natural Monopoly: a monopoly that arises because a single firm can supply a good or service to an entire market at a smaller cost than could two or more firms.

III.
How Monopolies Make Production and Pricing Decisions

A.
Monopoly Versus Competition

1.
The key difference between a competitive firm and a monopoly is the monopoly’s ability to control price.

2.
The demand curves that each of these types of firms faces is different as well. 


B.
 A  Monopoly’s Revenue


A monopoly’s marginal revenue will always be less than the price of the good (other than at the first unit sold).

C.
Profit Maximization

1.
The monopolist’s profit-maximizing quantity of output occurs where marginal revenue is equal to marginal cost.

2.
Even though MR = MC is the profit-maximizing rule for both competitive firms and monopolies, there is one important difference.

a.
In competitive firms, P = MR; at the profit-maximizing level of output, P = MC.

b.
In a monopoly, P > MR; at the profit maximizing level of output, P > MC.

3. The monopolist’s price is determined by the demand curve (which shows us the willingness to pay of consumers).

D.
 A Monopoly’s Profit
IV.
The Welfare Cost of Monopoly

A.
The Deadweight Loss

B.
The Monopoly’s Profit: A Social Cost?
V.
Public Policies Toward Monopolies

A.
Increasing Competition with Antitrust Laws

B.
Regulation

1.
Regulation is often used when the government is dealing with a natural monopoly.

2.
Most often, regulation involves government limits on the price of the product.

C.
Public Ownership
D.
Do Nothing

VI.
Price Discrimination

A.
Definition of Price Discrimination: the business practice of selling the same good at different prices to different customers.

B.
A Parable About Pricing

C.
The Moral of the Story

D.
The Analytics of Price Discrimination

E.
Examples of Price Discrimination

1.
Movie Tickets

2.
Airline Prices

3.
Discount Coupons

4.
Financial Aid

5.
Quantity Discounts    

（三）
课后练习

1. Johnny Rockabilly has just finished recording his latest CD. His record company’s marketing department determines that the demand for the CD is as follows:
PRICE                         NUMBER OF CDS

$24                             10,000

22                             20,000

20                             30,000

18                             40,000

16                             50,000

14                             60,000

The company can produce the CD with no fixed cost and a variable cost of $5 per CD.

a. Find total revenue for quantity equal to 10,000, 20,000, and so on. What is the marginal revenue for each 10,000 increase in the quantity sold?

b. What quantity of CDs would maximize profit? What would the price be? What would the profit be?

c. If you were Johnny’s agent, what recording fee would you advise Johnny to demand from the record company? Why?

2. Larry, Curly, and Moe run the only saloon in town. Larry wants to sell as many drinks as possible without losing money. Curly wants the saloon to bring in as much revenue as possible. Moe wants to make the largest possible profits. Using a single diagram of the saloon’s demand curve and its cost curves, show the price and quantity combinations favored by each of the three partners. Explain.
（四）
教学方法与手段

课堂讲授。      

第十六章  Oligopoly
（一）
目的与要求

By the end of this chapter, students should understand:
1.  what market structures lie between monopoly and competition

2.  what outcomes are possible when a market is an oligopoly 

3.  the prisoners’ dilemma and how it applies to oligopoly and other issues

4.  how the antitrust laws try to foster competition in oligopolistic markets  

（二）
教学内容

I.
Between Monopoly and Perfect Competition

A.
Firms in imperfect competition lie somewhere between the competitive model and the monopoly model.

B.
Definition of Oligopoly: a market structure in which only a few sellers offer similar or identical products.

C.
Definition of Monopolistic Competition: a market structure in which many firms sell products that are similar but not identical.

II.
Markets With Only a Few Sellers

A.
A key feature of oligopoly is the tension between cooperation and self-interest.

B.
A Duopoly Example

1.
A duopoly is an oligopoly with only two members.
C.
Competition, Monopolies, and Cartels

1..
Definition of Collusion: an agreement among firms in a market about quantities to produce or prices to charge.

2.
    Definition of Cartel: a group of firms acting in unison.

D.
The Equilibrium for an Oligopoly

1.
It is often difficult for oligopolies to form cartels.

2.
Definition of Nash Equilibrium: a situation in which economic actors interacting with one another each choose their best strategy given the strategies that all the other actors have chosen.
3.
Note that the oligopolists could earn a higher total profit if they cooperated with one another, but instead pursue their own self-interest and earn a lower level of profit.

4.
When firms in an oligopoly individually choose production to maximize profit, they end up somewhere between perfect competition and monopoly.

E.
How the Size of an Oligopoly Affects the Market Outcome


As the number of sellers in an oligopoly grows larger, an oligopolistic market looks more and more like a competitive market.

III.
Game Theory and the Economics of Cooperation

A.
Definition of Game Theory: the study of how people behave in strategic situations.

B.
Definition of Prisoners’ Dilemma: a particular “game” between two captured prisoners that illustrates why cooperation is difficult to maintain even when it is mutually beneficial.

C. The Prisoners’ Dilemma

1.
Definition of Dominant Strategy: a strategy that is best for a player in a game regardless of the strategies chosen by the other players.

2.
If they had both remained silent, they would have been better off (with a sentence of only 1 year instead of 8). But, by each pursuing his or her own interests, the two prisoners together reach an outcome that is worse for each of them.

D.
Oligopolies as a Prisoners’ Dilemma

F.
Other Examples of the Prisoners’ Dilemma

1.
Arms Races 


2.

Advertising


3.

Common Resources

G.
The Prisoners’ Dilemma and the Welfare of Society

1.
In some cases, the noncooperative equilibrium is bad from society’s standpoint.

2.
However, in the case of a cartel trying to maintain monopoly profits, the noncooperative solution is an improvement from the standpoint of society.

H.
Why People Sometimes Cooperate

1.
While cooperation is difficult to maintain, it is not impossible.

2.
Cooperation is easier to enforce if the game is repeated.

IV.
Public Policy Toward Oligopolies

A.
Restraint of Trade and the Antitrust Laws
B.
Controversies over Antitrust Policy

1.
Resale Price Maintenance

2. Tying          

（三）
课后练习

1.  Consider trade relations between the United States and Mexico. Assume that the leaders of the two countries believe the payoffs to alternative trade policies are as follows:

	
	
	
	United States Decision
	

	
	
	Low Tariffs
	   
	High Tariffs

	
	
	·U.S. gains
	
	·U.S. gains

	
	Low
	  $25 billion
	
	 $30 billion

	
	Tariffs
	·Mexico gains
	
	·Mexico gains

	Mexico's
	
	  $25 billion
	
	  $10 billion

	Decision
	
	·U.S. gains
	
	·U.S. gains

	
	High
	  $10 billion
	
	  $20 billion

	
	Tariffs
	·Mexico gains
	
	·Mexico gains

	
	
	  $30 billion
	
	  $20 billion


a. What is the dominant strategy for the United States? For Mexico? Explain.

b. Define Nash equilibrium. What is the Nash equilibrium for trade policy?

c. In 1993 the U.S. Congress ratified the North American Free Trade Agreement (NAFTA), in which the United States and Mexico agreed to reduce trade barriers simultaneously. Do the perceived payoffs as shown here justify this approach to trade policy?

d. Based on your understanding of the gains from trade (discussed in Chapters 3 and 9), do you think that these payoffs actually reflect a nation’s welfare under the four possible outcomes?
（四）
教学方法与手段

课堂讲授。

第十七章  Monopolistic Competition
（一）
目的与要求

By the end of this chapter, students should understand:
1. competition among firms that sell differentiated products

2. the outcome under monopolistic competition and under perfect competition

3. the desirability of outcomes in monopolistically competitive markets 

4. the debate over the effects of advertising

5. the debate over the role of brand name    

（二）
教学内容

I.
Definition of Monopolistic Competition: a market structure in which many firms sell products that are similar but not identical.

II.
Characteristics of Monopolistic Competition

A.
Many Sellers

B.
Product Differentiation

C.
Free Entry

III.
Competition with Differentiated Products

A.
The Monopolistically Competitive Firm in the Short Run

1.
Each firm in monopolistic competition faces a downward-sloping demand curve because its product is different from those offered by other firms.

2.
The monopolistically competitive firm follows the monopolist’s rule for maximizing profit.


3.
We can determine whether or not the monopolistically competitive firm is earning a profit or loss by comparing price and average total cost.

B.
The Long-Run Equilibrium

1.
When firms in monopolistic competition are making profit, new firms have an incentive to enter the market.

2.
When firms in monopolistic competition are incurring losses, firms in the market will have an incentive to exit.

3.
The process of exit and entry continues until firms are earning zero profit.

4.
There are two characteristics that describe the long-run equilibrium in a monopolistically competitive market.

a.
Price exceeds marginal cost (due to the fact that each firm faces a downward-sloping demand curve).

b.
Price equals average total cost (due to the freedom of entry and exit).

C.
Monopolistic Versus Perfect Competition

1.
Excess Capacity

2.
Markup over Marginal Cost

D.
Monopolistic Competition and the Welfare of Society

1.
One source of inefficiency is the markup over marginal cost.  This implies a deadweight loss (similar to that caused by monopolies).

2.
Because there are so many firms in this type of market structure, regulating these firms would be difficult.

3.
Also, forcing these firms to set price equal to marginal cost would force them out of business (since they are already earning zero economic profit).

4.
There are also externalities associated with entry.

IV.
   Advertising

A.
The Debate over Advertising

B.
Advertising as a Signal of Quality

C.
Brand Names 
（三）
课后练习

1. Classify the following markets as perfectly competitive, monopolistic, or monopolistically competitive, and explain your answers.

a. wooden #2 pencils

b. bottled water

c. copper

d. local telephone service

e. peanut butter

f. lipstick

2. Complete the table below by filling in YES, NO, or MAYBE for each type of market structure.

DO FIRMS:                PERFECT      MONOPOLISTIC    MONOPOLY 

                       COMPETITION     COMPETITION  ______         

Make differentiated products?

Have excess capacity?

Advertise?

Pick Q so that MR = MC?

Pick Q so that P = MC?

Earn economic profits in long-run equilibrium?

Face a downward-sloping demand curve?

Have MR less than price?

Face the entry of other firms?

Exit in the long run if profits are less than zero?
（四）
教学方法与手段

课堂讲授。
五、各教学环节学时分配
	教学环节

教学时数


课程内容
	讲

课
	习

题

课
	讨

论

课
	实验
	实习
	其他教学环节
	小

计

	第一章
	2
	
	
	
	
	
	

	第二章
	2
	
	
	
	
	
	

	第三章
	2
	
	
	
	
	
	

	第四章
	3
	
	
	
	
	
	

	第五章
	3
	
	
	
	
	
	

	第六章
	3
	
	
	
	
	
	

	第七章
	3
	
	
	
	
	
	

	第八章
	3
	
	
	
	
	
	

	第九章
	2
	
	1
	
	
	
	

	第十章
	3
	
	
	
	
	
	

	第十一章
	3
	
	
	
	
	
	

	第十二章
	3
	
	
	
	
	
	

	第十三章
	3
	
	
	
	
	
	

	第十四章
	3
	
	
	
	
	
	

	第十五章
	3
	
	
	
	
	
	

	第十六章
	3
	
	
	
	
	
	

	第十七章
	2
	
	1
	
	
	
	

	合计
	46
	
	2
	
	
	
	48


六、课程考核

（一）考核方式
      考试

（二）成绩构成
平时成绩占比：30%    期末考试占比：70%
（三）成绩考核标准

掌握基础知识，基于马克思主义立场判断西方经济学优劣，合理分析当前中外经济问题。

七、推荐教材和教学参考资源
1. 西方经济学编写组，《西方经济学》精要本，高等教育出版社 2016 年 

2.（美）曼昆，经济学原理（第七版），北京，北京大学出版社，2014 

3.（美）斯蒂格里茨，经济学（第四版），北京，中国人民大学出版社，2013 

4. 高鸿业主编，西方经济学（第六版），北京，中国人民大学出版社，2014

5. （德）马克思，资本论，上海，上海三联书店，2009

八、其他说明     

1.本课程为双语教学课程。
大纲修订人：刘敏                           修订日期：2020年12月

大纲审定人：丁霞                           审定日期：2020年12月
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