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Economic Concepts
1. Consumer and Producer Surplus- Micro Topic 2.6 (Holiday Edition)
In this video the concepts of consumer surplus, producer surplus and deadweight loss are discussed. Consumer surplus is defined as the difference between the total amount that consumers are willing and able to pay for a good or service and the total amount that they actually do pay. Producer surplus is the difference between how much a person would be willing to accept for given quantity of a good versus how much they can receive by selling the good at the market price. The difference or surplus amount is the benefit the producer receives for selling the good in the market. 
Deadweight loss refers to the loss of economic efficiency when the equilibrium outcome is not achievable or not achieved. In other words, it is the cost born by society due to market inefficiency. The causes of deadweight loss are; (1) Price floors: The government sets a limit on how low a price can be charged for a good or service. An example of a price floor would be minimum wage. (3) Price ceilings: The government sets a limit on how high a price can be charged for a good or service such as the government setting the maximum price for a Santa hut at $3. (3)Taxation: The government charging above the selling price for a good or service. An example of taxation would be a Santa hut tax.
2. Price Ceilings and Floors- Micro Topic 2.8
This video explains what happens when the government takes part in controlling market prices for the available goods in the market. For instance, the price for gasoline in California is $4 dollars and the quantity is 100. The government then lowers the price of gasoline below the equilibrium to $1. This becomes the ceiling floor. A ceiling is the maximum price a seller is supposed to charge for a particular commodity. This increases the demand for gasoline to 200 while the supply quantity decreases to 50 dollars causing shortages in the market.
	The other way a government can control the prices by setting a price floor. A price floor is the minimum legal price that a consumer id expected to pay for a certain commodity. For instance, at equilibrium, the price for 50 tons of corn is $10. The government raise the price to $30, this increases the quantity of corn producers produce to 100 tons, but the consumers only purchase 30 tons due to the raised price. Thus leading to a surplus.
3. Elasticity of Demand- Micro Topic 2.3
This video talks about elasticity of demand. A change in the price of a commodity affects its demand. We can find the elasticity of demand, or the degree of responsiveness of demand by comparing the percentage price changes with the quantities demanded. Such change is elasticity in demand. Elasticity of demand is the responsiveness of the quantity demanded of a commodity to changes in one of the variables on which demand depends. In other words, it is the percentage change in quantity demanded divided by the percentage in one of the variables on which demand depends. The variables on which demand can depend on are: Price of the commodity, prices of related commodities and consumer’s income.
The types of elasticity include; price Elasticity, the price elasticity of demand is the response of the quantity demanded to change in the price of a commodity. It is assumed that the consumer’s income, tastes, and prices of all other goods are steady. It is measured as a percentage change in the quantity demanded divided by the percentage change in price. Cross Elasticity, the cross elasticity of demand of a commodity X for another commodity Y, is the change in demand of commodity X due to a change in the price of commodity Y. the third is Income Elasticity. Income elasticity of demand is the degree of responsiveness of the quantity demanded to a change in the consumer’s income.
4. Episode 26: Perfect Competition
A perfectly competitive market is a hypothetical market where competition is at its greatest possible level.  Neo-classical economists argued that perfect competition would produce the best possible outcomes for consumers, and society. The characteristics of this competition are;
· There is perfect knowledge, with no information failure or time lags in the flow of information.  Knowledge is freely available to all participants, which means that risk-taking is minimal and the role of the entrepreneur is limited.
· Given that producers and consumers have perfect knowledge, it is assumed that they make rational decisions to maximize their self-interest – consumers look to maximize their utility, and producers look to maximize their profits.
· There are no barriers to entry into or exit out of the market.
· Firms produce homogeneous, identical, units of output that are not branded.
· Each unit of input, such as units of labor, are also homogeneous.
· No single firm can influence the market price, or market conditions. The single firm is said to be a price taker, taking its price from the whole industry. The single firm will not increase its price independently given that it will not sell any goods at all. Neither will the rational producer lower price below the market price given that it can sell all it produces at the market price.
· There are very many firms in the market – too many to measure. This is a result of having no barriers to entry.
· There is no need for government regulation, except to make markets more competitive.
· There are assumed to be no externalities that is no external costs or benefits to third parties not involved in the transaction.
· Firms can only make normal profits in the long run, although they can make abnormal profits in the short run.
5. Episode 29: Monopolistic Competition
This video discusses the monopolistic competition. The model of monopolistic competition describes a common market structure in which firms have many competitors, but each one sells a slightly different product. Many small businesses operate under conditions of monopolistic competition, including independently owned and operated high-street stores and restaurants. In the case of restaurants, each one offers something different and possesses an element of uniqueness, but all are essentially competing for the same customers. The characteristics are; each firm makes independent decisions about price and output, based on its product, its market, and its costs of production. Knowledge is widely spread between participants, but it is unlikely to be perfect. The entrepreneur has a more significant role than in firms that are perfectly competitive because of the increased risks associated with decision making. 
There is freedom to enter or leave the market, as there are no major barriers to entry or exit. Firms are price makers and are faced with a downward sloping demand curve. Because each firm makes a unique product, it can charge a higher or lower price than its rivals. The firm can set its own price and does not have to ‘take’ it from the industry as a whole, though the industry price may be a guideline, or becomes a constraint. This also means that the demand curve will slope downwards.
6 Episode 30: Oligopoly 
An oligopoly is a market structure in which a few firms dominate. When a market is shared between a few firms, it is said to be highly concentrated. Although only a few firms dominate, it is possible that many small firms may also operate in the market. Oligopolies may be identified using concentration ratios, which measure the proportion of total market share controlled by a given number of firms. When there is a high concentration ratio in an industry, economists tend to identify the industry as an oligopoly.
6. Episode 25: Market Structures
There are several market structures in which firms can operate. The type of structure influences the firm’s behavior, whether it is efficient, and the level of profits it can generate. Neo-classical theory of the firm distinguishes a number of market structures, each with its own characteristics and assumptions. The structure of a market refers to the number of firms in the market, their market shares, and other features which affect the level of competition in the market. Market structures are distinguished mainly by the level of competition that exists between the firms operating in the market. Structures are classified in term of the presence or absence of competition.  When competition is absent, the market is said to be concentrated. There is a spectrum, from perfect competition to pure monopoly.


