ECON 201 Test #3 Fall Semester 2008- General Guide

(October 30, 2008-50 M/C Questions & Problems

1. Read Chapters 7,8,9 of the text carefully

2. Do the Practice M/C Questions on line or on study guide

3. Go over power point for quick review

4. Work and think through questions and problems

5. After you do the above, focus on the following concepts

Concepts of Focus:

· Willingness to pay for a good

· Consumer surplus

· Figure out consumer surplus from a table or a graph

· Producer Surplus

· Figure out consumer & producer surplus from a supply & Demand Curve

· Total surplus= Consumer + Producer surplus

· Externalities: Negative and positive

· The effect of tax on seller or buyer on market supply and demand

· Dead weight loss (DWL): Be able to identify or figure out DWL

· The per unit tax burden and total tax burden on seller and buyer

· The relationship between elasticity of demand & Supply on DWL

· The Laffer Curve

· The effect of imports on consumers and producers

· The concept of comparative advantage

· Consumer and producer after trade (export or import)

· The relationship between the world price and domestic price for an importing country

· The relationship between world price & domestic price for an exporting country

· The effect of tariffs on  exports and imports 

· Make sure to apply supply and demand curve to various situations of the effect of price change with tax or tariff on consumer and producer surplus

