AEC504 Fundamentals of Economics
Course Instructor: Alexander Barinov


Overview: This course focuses on developing a deep understanding of and an intuition for basic economics concepts relating to markets, consumer behavior, production, competitive strategy and externalities.  The course is designed for entering doctoral students who do not have adequate background in economics for the microeconomics sequence of AEC511, 512 and 513.
Textbook: Robert S. Pindyck, Daniel L. Rubinfeld, Microeconomics, 6th Edition.
Organizational details: We will meet in S309 Mondays and Wednesdays, 12:30 pm to 15:00, with a 10-minute break in the middle of the section. The homework will be optional: you may do or do not the problems I will give out. The solutions need not be turned in. However, it is in your best interest to do the homework, because it is the best way to prepare yourself to the exam.

The course grade will be one-third midterm, two-third final. The final is cumulative. If you cannot take the midterm, your grade will be 100% final. Advance notice of the inability to take the midterm required.

Office hours are by appointment. My e-mail is abarinov@simon.rochester.edu
Tentative Course Outline
Wednesday, July 11
· Consumer Behavior: Consumer Choice, Substitution vs Complementarity. Ch. 3.1-3.3

· Revealed Preferences Ch. 3.4-3.5

Friday, July 13 (make-up for Monday, July 16)

· Individual Demand. Income and Substitution Effect. Ch. 4.1, 4.2

· Compensated Demand. Appendix to Ch. 4

Friday, July 20 (make-up for Wednesday, July 18)
· Market Equilibrium. Demand Shifts. Ch. 2.1-2.2

· Market Demand. Elasticities. Consumer Surplus Ch. 2.3-2.4, Ch. 4.3-4.4

Monday, July 23
· Production. Returns-to-Scale. Factor Demand. Cost Minimization. Ch. 6, Ch. 14.1, 14.2,  Ch. 7. Appendix
· Average Cost, Marginal Cost, Economy of Scale. Ch.7.1-7.5
Wednesday, July 25
· Profit Maximization and Perfect Competition. Ch. 8.1-8.5
· Entry and Exit. Ch. 8.6-8.8
Monday, July 30
· Social Welfare and Regulation. Ch. 9.1-9.4
· Taxes and Tariffs. Ch. 9.5-9.6
Wednesday, August 1
· MIDTERM
· Monopoly Power. Social Costs. Ch. 10

Monday, August 6 
· Price Discrimination: Group Pricing. Ch. 11.1-11.2
· Two-Part Tariff. Ch. 11.4
Wednesday, August 8
· Nash Equilibrium. Cournot Model. Ch. 13.1-13.3, Ch. 12.1-12.2
· Stackelberg Model. Bertrand Paradox. Ch. 12.3-12.4.
Monday, August 13 
· Price Competition with Differentiated Product. Hotelling Model. Ch. 12.4
· Empty Threats, Subgame-Perfection, and Infinite Games. Collusion. Ch. 12.5-12.7, Ch. 13.6-13.7

Wednesday, August 15
· General Equilibrium in the Endowment Economy. Ch. 16.1-16.2
· Edgeworth Box, Pareto-Optimality, Welfare Theorems. Ch. 16.2-16.3

Monday, August 20
· General Equilibrium in the Production Economy. Ch. 16.4
· Comparative Advantage. Ch. 16.5-16.6
Wednesday, August 22
· Externalities. Tragedy of Commons. Ch. 18.1, 18.4
· Coase Theorem, Public Goods and Free-Rider Problem . Ch. 18.2, 18.3, 18.5
Monday, August 27
· Risk and Risk Aversion. Ch 5.1-5.2

· Time Value of Money. Ch. 15.1-15.6

Wednesday, August 29
· FINAL
