Microeconomics:  Economics 3332
Spring, 2008                                                                                                                    Roy Ruffin

Texts:  Salvatore, Microeconomics, 4th Edition
Objectives of Course:

1. Learn about the basic ingredients of an economy
2. Learn how resources are allocated under a price system
3. Learn how different market structures affect resource allocation
Tests and Grading: 25% for the 8 pop quizzes; 25% for each of 3 exams.

Students will be dropped for excessive absences (or receive an F after the April 1 drop date).  
Students who surf the internet or text message during class will be dropped or given an “F.”
Office:  229C, McElhinney,  Office hours: 4-5:30 MW or by appointment. rruffin@uh.edu. 
I. The Basic Ideas of Economics: scarcity, pricing, and optimization (marginal calculus).
Salvatore, Ch. 1.
Leonard Read, “I, Pencil”  http://www.econlib.org/LIBRARY/Essays/rdPncl1.html, A brilliant rendition of Adam Smith’s woolen coat.

On Adam Smith, see: http://www.dallasfed.org/research/ei/ei0201.html.  Has quote about woolen coat as well as some biographical details. 
II. Supply and Demand
Salvatore, Ch. 2, including appendix (especially).
III. Consumer Preferences, Utility Maximization, and Demand.

Salvatore, Chs. 3, 4, 5 and pp.593-96 (“Arrow Impossibility Theorem”)
Substitution Effect: The impact of a change in the price of a good on quantity demanded when “utility” or “real income” is held constant.  This can be computed by looking at the change in quantity demanded and deducting the income effect of the price change.

IV. Production and Costs
Salvatore, Chs. 7 and 8, and pp. 605-606 on “Externalities”.  
The difficult economics of externalities

: http://www.daviddfriedman.com/Academic/Coase_World.html.

I also have a paper on the subject:

Ruffin: http://www.dallasfed.org/research/er/1996/er9603c.pdf. 
Exam 1: Feb. 20

V.   Theory of Perfect Competition  
               Salvatore, Ch. 9 and pp. 455-457.
VI. General Equilibrium
F.A. Hayek, “The Use of Knowledge in Society” Amer. Econ. Rev., 1945.  A brilliant account of general equilibrium in an economy with dispersed information and how prices coordinate supply and demand.  Earned a Nobel Prize.  May be accessed on jstor.org  or just google: Hayek + “the use of knowledge in society.”  Famous article.
Salvatore, Ch. 17.

VII. Monopoly

Salvatore, Ch. 10

Exam 2:  April 2
VIII. Oligopoly and Monopolistic Competition

Salvatore, pp. 399-408 on Nash Equilibrium

Salvatore, Ch. 11

Comprehensive Final Exam: April 28
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