     Voc. List 6
 Eco. 101 & 102  
Prof. Dohan, Spring 2011

Vocabulary list 6  from first 4 weeks of lecture for 101 and 102


More vocabulary from lecture:

These are more words and terms that I used in recent lecture, starting with the most recent lecture and working backwards.  Some new words I will use in the exam.

Definition and function of money versus definition of capital. Is money the same as capital in terms of  production.

External costs:  definition, its impact on resource allocation and private prices compared to social marginal cost  (too much, too little, too high, too low)  look at the practice problem, major examples 

External benefits. definition and the examples given in class (wetland and Katarina, private gardens

Social marginal costs equals marginal private costs plus marginal external costs.

Pollution tax, markets for pollution rights and problems of regulating pollution. Optimal level of pollution where MC = MB. 

The two functions of profits in an economy and possible social benefits of profit maximization 

The two functions of prices:  allocation (rationing)and signaling of opportunity costs and benefits

Explain the social benefits of letting the market set an equilibrium price and quantity in the absence of externalities, market imperfections and nature of certain good and services (justice, passing laws, etc)

Price ceilings, their social costs and impact on the market behavior with examples. (shortages, waiting in line, hoarding

Price supports their social costs and impact on the market behavior with examples

What do we include in private capital and infrastructure capital.  What is the relationship between the economist’s definition of investment and of capital

Definition of a public good, Costs of first units supplied and the costs of additional users enjoying their benefits. What does this imply about optimal price of a public good in short run and in long run and who should be financing them..

Examples of public goods, and their relationship to ownership as compared to marginal cost.

Movements along a demand or supply curve versus shifts in demand or supply curves.

Reasons for shifts in the demand (prices of substitutes, of compliments, weather, advertising, tastes, technology, expectations, peer pressure, demographics
The role of private marginal costs in the market supply curve 

The societal losses caused by producing less than the equilibrium quantity: Think in terms of marginal benefits to the buyer compared to the marginal cost to the supplier. Opportunity costs
Societal losses caused by producing more than the equilibrium quantity even if you sell the excess supply at a low cost.

Impact of raising the minimum wage on the supply curve (think marginal costs)

Impact of raising the minimum wage on the labor market equilibrium and possible unemployment.

Impact of technical progress on the supply and demand curves.

Concept and benefits of congestion pricing

Congestion pricing, public goods and its relation to external costs of overuse.

Fixed prices that act as a price ceiling or a price support depending on weather, team standing, time of day

Scalping of tickets, rent control, fixed price of gas, fixed tunnel tolls

Price behavior over time when the demand curve shifts outward (as supply adjusts if possible)

Barriers to entry of producers into an industry (autos) versus no barriers (tomato farming)

A constant cost market supply curve with examples and required economic conditions. Why is it horizontal in the long run?  Supply function  is Ps = $Y

Economic rent definition and examples. Rent earned by low cost producers, by high quality arable land.

Vertical supply curve and examples. Supply function is Qs = Y units. Relationship to economic rent?  

Difference between supply of land in Manhattan and the vertical supply curve of OPEC   How does it give rise to economic rent?  Do pop stars and star athletes earn economic rent? What is the marginal cost of one more unit if the supply curve is vertical?  (Trick question). 

Ceteris paribus = other things being equal.  The basic assumption of S&D market analysis and many other economic models with exogenous variables being held constant. In the simple S&D model, P, Qs and Qd are endogenous variables, the values of which can be found by solving the  a proper specified model with three independent equations.

Economics depreciation (obsolescence) versus physical depreciation  (computers versus trucks)

Other terms used in lecture: (underlined words are used frequently in later economic courses) Habitat, wetlands, paper mills, SO and SO2, stripper wells, scalping of tickets, deep mines vs strip mining, meadow lands, fisheries, cattle feed, saturated fats, mad cow disease, agricultural subsidies, infrastructure, price discrimination by Microsoft, blueberries, start up price (when Q just equals 0), hydroelectricity, pumped storage, turbines and generators, wind power, geothermal power, solar panels, insulation, solar energy, CO2, smog, NO, thermal inversion of air, lung cancer, URI (upper respiratory illness), glacier and iceberg, ice-free passage of the Artic, exogenous, endogenous, epidemiology, diminishing rate, tangent to a curve, hurricane, drought, Great Depression, Dust Bowl, cheating on price, price-cutting, black market, “key money” for a rent controlled apartment, commodity futures, soy beans, rye, barley, petrochemicals, fertilizers, S-corporations, partnerships, single proprietors, C-corporations, elasticity of demand 

Excise taxes (per unit of good and ad valorum) and shifting of taxes forward to the consumer and backward to the supply.  Pb=Ps + Tx so that the supplier can recover his private marginal costs plus the tax.  Why do smoker bear most of the cigarette tax, drivers most of the gas tax, and landowners most of the tax on land.?

Production possibility frontier are usually bowed outward (concave from below).
Used in the exam

To entice 

Brain drain

Net capital stock equals capital stock adjusted for depreciation

Total productivity curve and marginal physical product

