
 ECON100 Economic Essential for Business Summary Notes 

Week/Date Outline of Weekly Topic 

1 Introduction: Review of Subject Outline & Foundations and 
models 

2 Choices and Trade offs in the Market 
How are market Prices Determined 

3 How are Market Prices Determined? 
Responsiveness to Price Changes: Elasticity 

4 Technology, Production and Costs. Perfectly Competitive Markets 

5 Monopoly Markets and Price Discriminationn. Microeconomic 
Policy  

6 GDP and Economic Growth 

7 ---- 

8 The AD/AS Model. 

9 Money, Banks and the RBA. 

10 Monetary Policy. 

11 Fiscal Policy 

12 Macroeconomics in an Open Economy 
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(1) More resources  
(2) Higher productivity  

 
Comparative Advantage and Trade  

- We can use the PPF and the concept of opportunity cost 
to explain the economic gains from specialisation and 
trade  

- We use a simple example of two people - Alice and Bob 
- And two goods, apples and cherries, measured in 

kilograms (kgs)  

 

 
 
No trade 

 
 

3. Tastes  
4. Population and demographics  
5. Expected future prices 

 
Shifting the demand curve  

 
 
 
Variables that shift market demand  

1. Income. 
- Normal Good: A good for which the demand 

increases as income rises and decreases as income 
falls 

- Inferior good: A good for which the demand 
increases as income falls and decreases as income 
rises  

2. Prices of related goods  
- Substitutes: Goods or services that can be used 

for the same or similar purpose 
- Complements: Goods and services that are used 

together 
3. Tastes 

- A broad category that refers to the many  
- subjective elements that can influence a 

consumer’s plans to buy a good or service  
- Seasons  
- Trends/Fashion 

4. Population and demographics  
- As the population increases, the demand for most 

goods and services will increase  
- Demographics: Changes in the characteristics of a 

population with respect  
- Demographics influence the demand for 

particular goods and services 
 
The ageing of the Baby Boom generation  

- The average age of populations in many countries of 
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Week 5 - Monopoly Markets and Price Discriminationn. Microeconomic Policy  

Monopoly and Social Welfare Government Intervention in the market 

Chapter 8  
Monopoly 
The only seller of a good or service that does not have a close 
substitute  
 

- Monopolies emerge due to a lack of competition created 
by barriers to entry  

 
The four main reasons for high barriers to entry are:  

1. Government blocks the entry of more than one firm into 
a market  

2. One firm has control of a key raw material unnecessary 
to produce a good  

3. There are important network externalities in supplying 
the good or service 

4. Economies of scale are so large that one firm has a 
natural monopoly  

 
1. Entry blocked by government action  

Government blocks entry in two main ways:  
1. By granting a patent or copyright to an individual or 

firm, which gives the exclusive right to produce a 
product or service for a period of time  

2. By granting a firm a public franchise, which makes it the 
exclusive legal provider of a good or service  

 
2. Control of key resource  
Another way for a firm to become a monopoly is by controlling a 
key resource. This happens infrequently because most resources 
are widely available from a variety of suppliers.  
 
3. Network externalities  
These exist when the usefulness of a product increases with the 
number of consumers who use it  

Chapter 11  
What’s good about markets and why does the government 
intervene  

- Equilibrium in a competitive market result in the 
economically efficient level of output, where marginal 
benefit equals marginal cost  

- Also, equilibrium in a competitive market results in the 
greatest amount of economic surplus, or total net benefit 
to society, from the production of a good or service 

- Although markets often lead to economic efficiency, the 
majority of economists acknowledge the necessity of 
some government intervention  

 
Reasons for government intervention  

1. The legal system and the rule of law  
2. Maintaining or enforcing competition  
3. Natural Monopoly: A situation in which economies of 

scale are so large that one firm can supply the entire 
market at a lower average cost than can two or more 
firms  

4. Externality: A benefit or cost that affects someone who is 
not directly involved in the production or consumption of 
a good or service. 

5. Common Resources, Public goods, merit goods  
6. Asymmetric Information  
7. Equity  
8. Macroeconomic policy  

 
Market Failure  
A situation in which the market fails to produce the efficient level 
of output   
 
Externalities  
Externality: A benefit or cost that affects someone who is not 
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A recession—production, employment and income are decreasing and the rate of economic growth is negative. 
§ The business cycle trough. 
§ Recession: Defined as a significant decline in economic activity spread across the economy, lasting more than a few months, visible 
in industrial production, employment, real income and wholesale-retail trade. 
§ Technical definition of recession: Two successive quarters of negative economic growth. 
 
GDP Growth  
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Capital account: The part of the balance of payments that records migrants’ asset transfers, debt forgiveness, and sales and purchases 
of non-produced, non-financial assets. 

- Non-produced, non-financial assets include copyrights and patents. 
-  In Australia, the capital account fluctuates between a small positive and small negative item in the balance of payments. 

 
Financial Account  
Financial account: The part of the balance of payments that records purchases of physical and financial assets a country has made 
abroad and foreign purchases of physical and financial assets in the country. 

- Contains direct investment, portfolio investment, financial derivatives, other investments, and Reserve Bank assets. 
For Australia, the financial account must always be in surplus to balance the current account deficit. 
 
Net foreign investment: The difference between capital outflows from a country and capital inflows, also equal to net foreign direct 
investment plus net foreign portfolio investment. 
 

 
 
Foregin Exchange Market  

- The foreign exchange market is a global decentralized market for the trading of currencies. 
- This market determines foreign exchange rates for every currency. 

 
 
 
FOREX cnewfisns  
1.EUR 
2. GBP 
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