ECO 251
PRINCIPLES OF MICROECONOMICS

COURSE DESCRIPTION:

Prerequisites: ENG 090, MAT 070, and RED 090, or satisfactory score on placement test
Corequisites: None

This course introduces economic analysis of individual, business, and industry choices in the
market economy. Topics include the price mechanism, supply and demand, optimizing economic
behavior, costs and revenue, market structures, factor markets, income distribution, market
failure, and government intervention. Upon completion, students should be able to identify and
evaluate consumer and business alternatives in order to achieve economic objectives efficiently.
This course has been approved to satisfy the Comprehensive Articulation Agreement for the
general education core requirement in social/behavioral sciences. Course Hours Per Week:
Class, 3. Semester Hours Credit, 3.

LEARNING OUTCOMES:
In successfully completing this course, students will:

a. Comprehend and apply the principles of the communication process, both as a sender and
receiver of messages.

b. Demonstrate the ability to express oneself in clear and concise ways.

Determine the most appropriate form of communication to satisfy the intent of the message.

Demonstrate the ability to objectively identify and assess resources that can provide accurate

information.

Apply planning techniques and monitor progress toward achievement.

Apply problem-solving techniques applicable to business decision-making.

Recognize and comprehend the organization’s goals and objectives.

Model and promote behavior and work habits that the organization strives to attain.

Apply the principles of microeconomics, which support the overall economic strategy of the

organization.

j.  Demonstrate an understanding of the principles of supply and demand via graphing and
oral/written communication skills.

k. Recognize and comprehend the effects to a firm’s customer base, revenues, costs and profits

when changes occur in prices and income.

Demonstrate an understanding of factor markets and their dynamics.

m. Recognized and explain the four basic market structures and their salient characteristics.

Provide logical solutions for economic problems involving scarcity, opportunity cost and

optimization.

0. Matriculate to the next higher level of microeconomics.
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OUTLINE OF INSTRUCTION:

VI.

Economics: what it’s all about
Scarcity

Opportunity cost

Basic economic decisions
Positive vs. normative analysis
Marginal analysis

Rational behavior

Graphing
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Production possibilities

A. Resources, technology and production possibilities
B. Production possibilities curve

C. Expanding production possibilities

Supply and demand analysis

Demand

The law of demand and the market demand curve
Supply

The law of supply and the market supply curve
Market equilibrium, price and quantity

Prices and scarcity

Markets for labor and credit

Price ceilings, floors and controls
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The price system and the mixed economy
A. Capitalism and the market economy
B. How the price system works

C. Common defects in the price system
D. The modern mixed and open economy

Elasticity
. Price elasticity of demand

. Forecasting changes in total expenditure and revenue when prices change

A
B
C. Income elasticity of demand
D. Cross elasticity of demand

E. Price elasticity of supply

F. Tax shifting

Consumer choice and the theory of demand
Utility and consumer equilibrium
Theory of consumer choice

The paradox of value

Law of diminishing marginal ability
Deriving demand curves

Indifference curves
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VII.

VIII.

XI.

XII.

XII.

XIV.

XV.

The business firm

Sole proprietorship

Partnerships

Corporations

Advantages/disadvantages of the types of business firms
Economic cost vs. accounting cost

Opportunity cost vs. accounting cost
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Production and cost

A. Production in the short run: the law of diminishing marginal returns
B. Short-run cost curves

C. Long-run cost curves

The profit-maximizing competitive firm and market supply

Profit, price and output in the short-run for a competitive firm

Perfect competition

Using marginal analysis to choose the profit-maximizing output: the theory of short-
run supply

Marginal revenue, cost, and profit

Choosing the output level for profit maximization

The decision to shut down in the short run

The competitive firm’s short-run supply curve

Market supply
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Long-run supply in competitive markets
A. Long-run competitive equilibrium
B. Profit, loses, and long-run supply

Monopoly

A. Pure monopoly

B. Profit maximization by monopoly firms

C. Evaluating market outcomes under pure monopoly
D. Price discrimination

Monopolistic competition and oligopoly
A. Monopolistic competition
B. Oligopoly

Antitrust policy and regulation of markets
A. Antitrust policy
B. Regulating pricing and entry in markets served by competing sellers

Market failure, externalities and the environment
A. Externalities
B. Causes and cures

Public goods, public choices, and government activity
A. Public goods and their provision by governments

ECO 251: February 2008



B. Public choice and majority rule
C. The economics of subsidies and tax breaks
D. Agricultural subsidies and price supports

XVI. Input markets and the demand for resources
A. Input markets and prices
B. Competitive input markets

C. Market demand for supply of inputs and the concept of economic rent

D. Monopsony

XVII. Labor market
A. Labor supply
B. Differences in wages
C. The economics of labor unions

XVIII. Interest, rents, and profit
A. Capital, investment, and the interest rate
B. Supply of and demand for loanable funds

XIX. The distribution of income and the economics of poverty
A. Income inequality in the United States
B. The economics of poverty
C. Government assistance to the poor
D. Impact of government assistance on incentives and well-being

REQUIRED TEXT AND MATERIALS:

To be selected by instructor.

STATEMENT FOR STUDENTS WITH DISABILITIES:

Students who require academic accommodations due to any physical, psychological, or learning
disability are encouraged to request assistance from a disability services counselor within the
first two weeks of class. Likewise, students who potentially require emergency medical attention
due to any chronic health condition are encouraged to disclose this information to a disability
services counselor within the first two weeks of class. Counselors can be contacted by calling
686-3652 or by visiting the Student Development Office in the Phail Wynn Jr. Student Services

Center, room 1309.
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