	Unit 3: Product Markets
	16-22% of AP


	Objectives
	Graphs/Diagrams/Formulas

	Identify the key characteristics of the four types of market structure
	Herfindahl-Hirschman Index



	Distinguish economic profit from accounting profit.
Identify per unit costs when given total costs and output; identify total costs when given per unit costs output.
	Total Revenue = Price x Quantity; Profit=Total Revenue — Total Costs  

Marginal Revenue = Change in Total Revenue / change in quantity of output



	Define the law of diminishing marginal returns.
	Marginal Product of Labor = Change in Quantity of Output / Change in Quantity of Labor

Total Costs = Fixed Costs + Variable Costs

Marginal Cost = Change in Total Costs / Change in Quantity of Output

Average Total Costs = Total Cost / Quantity of Output

Average Fixed Costs = Total Fixed Cost / Quantity of Output

Average Variable Costs = Total Variable Cost / Quantity of Output

	Use the profit-maximizing rule (MR=MC) to determine output price for firms in the different types of market structure.
	Profit Maximizing Level of Output where MR = MC



	In words and using graphical analysis, show the short position of the purely competitive firm.
	Perfect Competition—firm’s price and profit-maximizing level of output in short run

MR=MC to determine profit maximizing level of output



	Make a distinction between the short run from the long run.
Determine short and long run profit in the different types of market structure.

	Short run individual firm supply curve

Short and Long run market equilibrium

Effect of an Increase in Demand in the short and long run

	In words and using graphical analysis, show the short and long position of the purely competitive firm.
	Perfect Competition—firm’s price and profit-maximizing level of output in short and long run 
P > minimum ATC is profitable with firms entering in the long run

P = minimum ATC is breakeven point

P< minimum ATC is unprofitable and exit in the long run




