Advanced Placement Microeconomics

Mr. Jonker – Room 212

Phone Number/Voice Mail: 231-348-2144

Conference Period: 8:20-9:15

Website: http://www.petoskeyschools.org/jonker.zp.t/
E-Mail: jonker.zp.t@petoskeyschools.org
Course Description (From the College Board):

The purpose of an AP course in microeconomics is to give students a thorough

understanding of the principles of economics that apply to the functions of individual

decision makers, both consumers and producers, within the economic system. It

places primary emphasis on the nature and functions of product markets, and

includes the study of factor markets and of the role of government in promoting

greater efficiency and equity in the economy. 

Statement of Purpose:

Given the current economic conditions that exist in America, and the accelerated pace of Globalization, there may be no more relevant course you could be taking at Petoskey High School in terms of your future. Over the course of the upcoming semester you will be challenged to look at the world from an entirely different perspective as you begin to explore the economic way of thinking. This course will help you hone your analytical skills as you interpret current world events in the context of core economic principles. 

Course Resources:

Krugman, P., & Wells, R. (2006). Economics. New York: Worth Publishers.

Cunningham, R., & Sawyer-Kelly, E. (2006). Study Guide to accompany Economics. New York: Worth Publishers

Anderson, D. A. (2007). Economics by Example. New York: Worth Publishers.

Wheelan, C. (2002). Naked Economics: Undressing the Dismal Science. New York: W,W. Norton & Company.

Morton, J. S., & Goodman, R. B. (2003). Advanced Placement Economics: Students Activities (3rd ed.). New York: National Council on Economic Education

Grading:

Grades will be updated online weekly. You can access your grades through my website, www.petoskeyschools.org/jonker.zp.t, using your student ID # and the password you create. The grade breakdown is as follows:

Tests/Projects/Writing Log = 60% of marking period grade

· Tests will be administered after each unit. They will be set-up to mimic the AP Exam. There will be 30-40 multiple choice questions plus one or two free response questions (FRQs). 

· This course will emphasize active learning strategies. We will take part in numerous simulations and group projects to learn and reinforce the course objectives.

· Each student will be required to purchase their own large three-ring binder (writing log). I will supply paper and we will write in the binder 3 to 5 times a week on issues relevant to Microeconomics including current events. Many days we will start class with a prompt that will require you to reflect on a recent concept, or will introduce a new concept. These writing logs will be evaluated based on the 5-point Collins Writing Scale. We will also use the writing log for practice FRQs which will be evaluated using a separate rubric. The three-ring binder will be an essential organizational tool. As a class we will divide the binder into a variety of categories in which all relevant coursework will be compiled. These will also be evaluated on a regular basis.

Reading Quizzes = 20% of marking period grade

· 10 question reading quizzes will be administered at random after assigned readings.

Homework = 20% of marking period grade

· Homework will be evaluated at random. Homework could involve problem sets from the text or study guide, an AP Economics student activity, practice FRQs, etc. 

Study Tips:

· Complete all assigned reading assignments

· Utilize the study guide that accompanies the text for extra graphing practice.

· Access the textbook’s E-Study Center at 

      http://www.bcs.worthpublishers.com/krugmanwells_econ/

The Advanced Placement Microeconomics Examination:

Date: Thursday, May 14th, 2009 

Content:

The major content areas covered by the AP Microeconomics Exam are basic economic concepts, the nature and functions of product markets, factor markets, and market failure and the role of government. The following table reflects the approximate percentage of the multiple-choice section of the exam devoted to each content area: 

	8-14%
	basic economic concepts

	50-70%
	nature and functions of product markets

	10-18%
	factor markets

	12-18%
	market failure and the role of government


The free-response questions on the exam generally ask students to analyze a given economic situation and present and evaluate general macroeconomic principles. Students are expected to write well-organized and analytical essays and to include explanatory diagrams that clarify their analysis. Questions may require students to interpret graphs or to draw their own graphs as part of their answers. All graphs should be clearly labeled. Generally, the longer essay (50 percent of the free-response score) requires students to interrelate several content areas, while the two shorter essays (together, 50 percent of the free-response score) typically focus on a specific topic in a given content area.

Format: 

The AP Microeconomics Exam is two hours and 10 minutes long. In Section I, students are given 70 minutes to answer 60 multiple-choice questions; in Section II, they must answer three required free-response questions in 50 minutes.


		% of Grade
	Number of Questions
	Time Allotted
	Reading Period

	Section I
	66 2/3

	60

	70 minutes

	
	Section II
	33 1/3

	3 required

	50 minutes

	10 minutes



	


Course Planner:

Unit learning objectives taken from the AP Economics Teaching Toolkit developed by Linda Manning and Bill McCormick that accompanies the Krugman/Wells text. 

Unit I  -  Basic Economic Concepts  (8–14% of AP Micro Exam M.C. Questions)

Class Periods – 7

Textbook Chapters – 1 & 2

AP Student Activities – 1-8

After completing this unit the students will be able to:

1. Scarcity, choice, and opportunity cost

· Define scarcity and explain why it is the predominant economic problem

· Explain what the term choice means in economics

· Explain opportunity cost and describe the role of this concept in decision making

· Define absolute advantage

· Use PPC to show gains from trade

· Define and explain gains from trade

· Identify the allocative functions of an economic system

· Explain how the tools of supply and demand are used to illustrate how the free market operates

B. Production possibilities curve

· Draw a production possibilities frontier (PPF)

· Use the PPF to explain opportunity costs, choice, allocation of resources, productive efficiency, and economic growth

2. Comparative advantage, absolute advantage, specialization, and trade

· Define comparative advantage

· Distinguish between absolute and comparative advantage
· Use the concept of opportunity cost, comparative advantage, and a PPF to show gains from trade
· Identify conditions which permit gains from trade

· Identify differences in opportunity costs as the basis for comparative advantage

3. Economic systems

· Identify the basic economic questions that every society must answer

· Interpret the circular-flow diagram and understand the relationships that exist within the graphical representation

· Compare and contrast the three fundamental economic systems

· Understand the trade-offs that exist between efficiency and equity in any economic system

4. Property rights and the role of incentives

· Understand the role incentives play in the decision making process 

5. Marginal analysis

· Understand the concept of trade-offs and marginal decision making and analyzing decisions at the margin

Unit II - Supply and Demand with Theory of Consumer Choice (20–30% of AP Micro Exam M.C. Questions)

Class Periods – 17

Textbook Chapters – 3,4,5,6,10, and 17

AP Student Activities – 9-23

Supply and Demand

After completing this section the students will be able to:

1. Market equilibrium

· Illustrate a market at equilibrium by drawing a correctly labeled supply and demand graph, identifying equilibrium price (P), and equilibrium quantity demanded (QD) and quantity supplied (QS).

· Starting with a market at equilibrium, show the effect of increases and decreases in both supply and demand

· Illustrate on a correctly drawn market graph how changes in supply and demand effect market equilibrium

2. Determinants of supply and demand

· Differentiate between a change in quantity demanded and a change in demand; and illustrate these changes graphically and explain each in words.

· Differentiate between a change in quantity supplied and a change in supply; and illustrate these changes graphically and explain each in words.

· Identify and explain the determinants of demand

· Identify and explain the determinants of demand

· Differentiate between normal and inferior goods

· Differentiate between complimentary and substitute goods

· Explain and illustrate how changes in income effect the demand for normal and inferior goods

3. Price and quantity controls

· Explain a price ceiling and price floor

· Illustrate a price ceiling and price floor on a market diagram and explain their impact on the market

· Explain how price ceilings and price floors interfere with the market mechanism and create inefficiencies 

4. Elasticity

· Define the concept of price elasticity of demand

· Interpret coefficient of elasticity

· Identify and recognize determinants of price elasticity of demand

· Illustrate inelastic and elastic demand curves

· Identify line segments of the demand curve that are elastic and inelastic

· Define cross price elasticity of demand

· Define income elasticity of demand

· Define the concept of price elasticity of supply

· Illustrate and explain how price elasticity of demand affects the incidence of a tax

5. Consumer surplus, producer surplus, and market efficiency 

· Explain the concept of consumer surplus and illustrate it on a market graph

· Explain the concept of producer surplus and illustrate it on a market graph

· Explain the concept of total surplus and illustrate it on a market graph

6. Tax incidence and deadweight loss

· Define and illustrate deadweight loss

· Illustrate and explain the market impact of excise taxes

Theory of Consumer Choice 

After completing this section the students will be able to:

1. Total utility and marginal utility

· Define and explain the concept of utility, total utility, and marginal utility

· Explain the relationship between total utility and marginal utility

· Define and explain the principle of diminishing marginal utility

2. Utility maximization: equalizing marginal utility per dollar

· Explain how consumers choose combinations of goods to maximize their utility, subject to a budget constraint

· Use marginal analysis to solve for a consumer’s optimum goods bundle

3. Individual and market demand curves

· Explain how the law of diminishing returns gives rise to the demand curve

· Explain how consumption choices that maximize utility give rise to the individual demand curve

· Explain the relationship between the individual and market demand curves

4. Income and substitution effects

· Define and explain the income and substitution effects and discuss how they determine the downward slope of the demand curve. 

Unit IV - Production and Costs with Perfect Competition (15-20% of AP Micro Exam M.C. Questions )

Class Periods – 14

Textbook Chapter – 7, 8, and 9

AP Student Activities – 24-31 

After completing this unit the students will be able to:

1. Production functions: short and long run

· Define variable and fixed coasts in production

· Define short and long run in production

· Explain the relationship between inputs and outputs

2. Marginal product and diminishing returns

· Define marginal product of labor and other inputs

· Define and explain diminishing returns to an input (labor)

· Illustrate diminishing returns to an input using the production function

· Illustrate the impact of a change in a fixed and variable input on the production function and output

· Derive marginal product of labor from the production function

3. Short-run costs

· Explain the relationship between the production function and cost curves

· Define and identify total cost (TC), variable cost (VC), and fixed cost (FC)

· Differentiate between fixed and variable costs

· Define and explain marginal cost (MC) and average cost (AC)

· Define and explain average total coast (ATC), average variable coast (AVC), and average fixed cost (AFC). 

· Illustrate cost curves from data

· Explain the significance of the minimum average cost

· Explain the relationship between the average cost and marginal cost functions

4. Long-run costs and economies of scale

· Differentiate between the short run and the long run cost curves

· Explain the relationship between long-run average cost and marginal cost functions

5. Cost minimizing input combination

· Compute the cost minimizing input combination of labor and capital

· Compute the profit maximizing input combination of labor and capital

6. Profit:

· Define Profit

· Define and differentiate among accounting profit, economic profit, and normal profit

· Define and differentiate between implicit and explicit costs

· Determine the short (SR) and and long run (LR) equilibrium position of a profit maximizing firm and the corresponding market.

· Identify and explain profit maximizing output using the MR=MC rule. 

7. Perfect Competition

a. Profit maximization

· Identify and explain characteristics of a perfectly competitive firm and industry

· Identify and explain the profit maximizing relationships of price (P), marginal revenue (MR), average revenue (AR), marginal cost (MC), and average cost (AC). 

b. Short-run supply and shutdown decision

· Identify the short run supply curve (MC >AVC) of individually purely competitive firm

· Identify the shut down position of a purely competitive firm in the short run.

c. Behavior of firms and markets in the short run and in the long run

· Explain and illustrate how an industry’s supply curve is determined in both the short run and long run.

· Identify changes in MR, MC, ATC, AVC that result from changes in market conditions.  Also, illustrate and explain how these changes affect price, profit, and output determination for an individual firm.

· Illustrate the relationship between the equilibrium in the market and a typical firm in a perfectly competitive industry, using side-by-side diagrams.

· Illustrate and explain the adjustment of an individual firm in a perfectly competitive industry when there are economic profits.

· Differentiate between short run firm behavior and long run firm behavior

· Identify and differentiate among critical attributes of the short run and the long run

d. Efficiency and perfect competition

· Identify, define, illustrate, and distinguish between allocative efficiency and productive efficiency

· Illustrate and explain efficiency under conditions of pure competition

Unit V – Imperfect Markets (15-25% of AP Micro Exam M.C. Questions)

Class Periods – 14

Textbook Chapters – 14, 15, and 16

AP Student Activities – 32-42

After completing this unit the students will be able to:

1. Monopoly

a. Sources of market power

· Define characteristics of monopoly market power

· Identify sources of a monopolist’s market power

b. Profit maximization

· Identify the profit maximizing equilibrium position of a monopolist (MR = MC) determine Q, price is taken from the demand curve

· Identify elastic and inelastic portions of the demand curve by using MR = 0 to assess profit maximizing component

c. Inefficiency of monopoly

· Identify and illustrate consumer surplus (CS) and (PS) and total surplus (TS) on both a perfectly competitive and monopoly market model

· Identify and illustrate differences of CS and PS as well as changes in TS on this model

· Explain changes in TR to a monopolist based upon changes in output

· Identify changes in deadweight loss and efficiency based upon changes in the elasticity of the demand curve and changes in profit maximizing equilibrium output

· Illustrate and compare efficiency of the monopolist to the purely competitive firm

d. Price discrimination

· Differentiate between a single price monopoly and a price discriminating monopoly
e. Natural monopoly

· Identify and explain natural monopolies

2. Oligopoly

a. Interdependence, collusion, and cartels

· Identify incentives for collusion

· Explain the link between cartel behavior and oligopoly

· Define and explain tacit collusion

· Explain price leadership and nonprice competition

b. Game theory and strategic behavior

· Explain the Prisoner’s Dilemma

· Use a simple payoff matrix to explain oligopolistic behavior and identify a dominant price strategy

· Explain strategic behavior

· Explain Nash equilibrium

3. Monopolistic competition

After completing this section the students will be able to:

· Identify and explain market power in firms classified as monopolistically competitive

· Classify monopolistically competitive firms based upon established critical attributes of this market structure

· Identify, explain, and illustrate short run and long run equilibrium positions for monopolistically competitive firms

a. Product differentiation and role of advertising

· Explain the role of advertising and product differentiation in guiding the behavior in monopolistic competition

b. Profit maximization

· Identify, explain, and illustrate the profit maximization and loss minimization situations in monopolistic competition. 

· Explain and illustrate price determination in the firm in the short and long run

c. Short-run and long-run equilibrium

· Explain and illustrate profit maximizing output level of the firm and industry in the short and long run

d. Excess capacity and inefficiency

· Explain and illustrate the relationship between efficiency and excess capacity for the firm

Unit VI - Factor Markets (10–18% of AP Micro Exam M.C. Questions )

Class Periods – 8

Textbook Chapter – 12

AP Student Activities -  43-51

After completing this unit the students will be able to:

A. Derived factor demand

· Differentiate between physical capital and human capital

· Explain the factor markets of the land, labor, and capital , using the supply and demand framework

· Identify factors of production

· Define the factor market and differentiate between a factor market and a product market

· Identify determinants of factor demand and factor supply

· Explain how the demand for a factor of production is derived from market demand for goods produced by the factor

B. Marginal revenue product

· Define and explain the VMP and the role of optimal hiring

· Identify MRP as a derived demand function

· Apply the marginal productivity theory of labor to other factors of production

C. Labor market and firms’ hiring of labor

· Relate the demand for factors to the marginal productivity theory of income distribution
· Explain graphically how wages are determined in a market economy and use side by side graphs to explain how the market sets wages
D. Market distribution of income

· Explain the role of factor prices in the allocation of scarce resources

· Identify ways in which inefficiencies in factor markets such as union power, minimum wages, product market monopolies, and monopsony can affect distribution of income and sources of inequality

· Illustrate and explain how wages are determined in a competitive labor market

· List and explain events which cause shifts in the factor demand curve

Unit VII - Market Failure and the Role of Government (12–18% of AP Micro Exam M.C. Questions)

Class Periods – 10

Textbook Chapters – 19-21 

AP Student Activities - 52-60

After completing this unit the students will be able to:

A. Externalities

· Define and distinguish between positive  and negative externalities

1. Marginal social benefit and marginal social cost

· Define MSC=MSB as the socially optimal equilibrium position

· Use the MSC/MSB model to determine profit maximizing output for the industry, and the socially optimal output

· Identify ways in which market failures are created in free market economies

· Identify ways in which imperfect markets give rise to market failures through restricting competition

2. Remedies

· Explain why governments intervene in competitive markets

· Identify and explain remedies for negative externalities (Public vs. Private)

· Explain the effect on allocative efficiency of government policies

B. Public goods

1. Public versus private goods

· Differentiate between private and public goods 

2. Provision of public goods

· Explain how government policies establish efficient equilibrium quantities of public goods

· Explain how economic efficiency is achieved through government controls

· Classify a good to determine if it can be efficiently provided by the private sector

C. Public policy to promote competition

· Identify dead-weight loss of a tax on a market graph
· Explain the incidence of a tax
· Explain how taxes distort incentives
· Explain conditions for economic efficiency
· Differentiate the efficiency of a tax by using both the benefits principle and the ability to pay principle 
1. Antitrust policy

· Identify situation in which monopolies and firms possessing monopoly power can create market failures through restricting competition

2. Regulation

· Describe methods that the government can use to limit the price setting behavior of monopolies and oligopolies

D. Income distribution

1. Equity

· Define income inequality and identify government policies that increase or decrease the level of income inequality
· Use the Lorenz Curve and the Gini coefficient to measure the level of income equality and income distribution in the economy
2. Sources of income inequality

· Define income inequality and its measures

· Explain trade-offs between equity and efficiency

· Identify sources of income inequality

· Define poverty and measures of poverty

· Identify and explain casues of poverty

