[bookmark: _GoBack]Worth 200 points. Each essay is 50 points. Please complete this exam by the end of the day on Sunday, March 22.

Topic 1: Elasticity and Pricing
Safdar, K. 2019 May 13. Nike’s Strategy to Get a Lot More Personal with Its Customers. WSJ. https://www.wsj.com/articles/nikes-strategy-to-get-a-lot-more-personal-with-its-customers-11557799501

Assume that you are hired as an intern by Nike. Your manager wants you to get a sense of their pricing strategy. Please consider the following. Feel free to see chapter 5 in our textbook to assist with these questions.

Key Questions:
a) What is price elasticity of demand? What are the primary determinants of price elasticity of demand? In other words, what factors cause the demand for a good or service to be relatively elastic or inelastic?
b) How would you characterize the price elasticity of demand for Nike products? Is demand relatively elastic or inelastic? Be sure to consider your answer in a).
c) Does price elasticity of demand vary across Nike products? Why? Feel free to provide some examples and take a look at Nike’s website.
d) How much control does Nike have over the price that they charge to consumers? What strategies does Nike use to identify customers who are willing and able to pay higher prices? 

-----------------------------------------------------------------------------------------------------------------------------

Topic 2: Costs

Sider, A. 2020 March 10. Airlines Trim Capacity Over Coronavirus Spread; Some Executives Take Pay Cuts. WSJ. https://www.wsj.com/articles/southwest-ceo-to-cut-his-pay-by-10-as-coronavirus-chills-bookings-11583840287?mod=article_inline

A friend asks about the costs of airlines and how the coronavirus situation is impacts major airlines. Consider the following. Feel free to see chapter 7 to assist with these questions.

Key Questions:
a) What is the difference between fixed costs and variable costs?
b) What are the primary fixed costs for airlines?
c) What are the primary variable costs for airlines?
d) How are airlines currently trying to manage costs given the impact of the coronavirus on travel? Can you think of any ideas to help the airlines reduce costs given the current challenges?


-----------------------------------------------------------------------------------------------------------------------------

Topic 3: Consumer Choice

Kornelis, C. 2019 June 14. The Biggest Ways People Waste Money. WSJ. https://www.wsj.com/articles/the-biggest-ways-people-waste-money-11560523181

Assume that a friend asks you for help in understanding how consumers decide to spend their money. The friend is interested in saving money and avoiding wasteful purchases. You may want to see chapter 6 in our textbook to help with these questions.

Key Questions:
a) Explain how our people make decisions regarding how to spend their money based on our standard model of consumer choice. You will want to focus on the concepts of utility and budgets.
b) According to behavioral economics, why might people make decisions that appear “irrational”? In other words, why might people deviate from the traditional consumer choice theory discussed in part a)?
c) What are some of the primary ways that people “waste” money according to the Kornelis (2019) article above? What suggestions do you have for people who want to avoid this type of spending and increase their savings?

-----------------------------------------------------------------------------------------------------------------------------

Topic 4: Negative Externalities

Greenstone, M. and S. Ori. 2019 Jun 4. How Many Years of Life You Lost Because of Air Pollution. WSJ. https://blogs.wsj.com/experts/2019/06/04/how-many-years-of-life-you-lose-because-of-air-pollution/

Assume that you are hired as an economic consultant by a major city. You may want to see chapter 12 to assist with this question.

Key Questions:
a) What is a negative externality? Why is it difficult to address negative externalities through the market without government assistance?
b) Why is pollution a problem in many cities? What are some of the primary causes of pollution?
c) If the government wants to reduce pollution, what are some of the primary options that we discussed in class? Feel free to review the textbook for help with this.
d) Assume you are hired as an economic consultant for a major city. What suggestions would you provide if asked for advice on addressing the pollution in a major city? What would you advise the city to do to reduce pollution?

-----------------------------------------------------------------------------------------------------------------------------
