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AP Microeconomics: one connected decision system

UNIT 1 UNIT 2 UNIT 3 UNIT 4 UNIT 5 UNIT 6

FOUNDATION MARKET FIRM MARKET POWER INPUTS

WELFARE

Scarcity -> choice Demand + supply Production + costs Market power Factor markets Welfare + policy

PPC « trade * margin elasticity * policy

profit « competition monopoly ¢ oligopoly MRP ¢ MFC * monopsony externalities * public goods

MKT CBA PRD POL
Scarcity & Markets Marginal Thinking Production & Firms

Welfare & Policy
choices under constraints compare added benefit and cost

inputs -> output -> profit efficiency, equity, intervention

Fast map: CHOICE -> MARKET -> FIRM -> MARKET POWER -> INPUTS -> WELFARE / POLICY
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Aligned to College Board AP Microeconomics Course and Exam Description, Effective Fall 2026
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WHOLE COURSE
AP Microeconomics = Z= sjLIe| SE2lL|C}.
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AP Microeconomics: one connected decision system

UNIT 1 UNIT 2 UNIT 3 UNIT 4 UNIT 5 UNIT 6

FOUNDATION MARKET FIRM MARKET POWER INPUTS WELFARE

Scarcity -> choice Demand + supply Production + costs Market power Factor markets Welfare + policy

PPC « trade * margin elasticity * policy profit « competition monopoly * oligopoly MRP ¢ MFC ¢ monopsony externalities ¢ public goods

MKT CBA PRD POL
Scarcity & Markets Marginal Thinking Production & Firms Welfare & Policy
choices under constraints compare added benefit and cost inputs -> output -> profit efficiency, equity, intervention

Fast map: CHOICE -> MARKET -> FIRM -> MARKET POWER -> INPUTS -> WELFARE / POLICY

1 MEHO| H|E2 FAO0|H, “2[X”2 O{C|A7}? 12-15%
2 =R 35 HaIH A - - AN E o EH HR =R 20-25%
3 7|Y2 HIEZ of2lf ofC|MtX| A Alof SH=7t? 22-25%
4 AZEX|BH0] WI|H 7+ - =2 3 EH0] O{EA H2tX| =71 15-22%
5 U2 S A2 E2 FYQAE 0L U83H=TR 10-13%
6 A 2ot H|Z EH0|7 L 2HSY I M2 RAS HFR =R 8-13%

30-second retrieval check
6 71l Unit 2 =ACHE Yot7| / ZFE HIE 2 Unit 274 37| / “MR=MC”7} S&3St= Unit I 22|7|
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AP THINKING ENGINE
AP Micro = «20{ 2t7|’HLC} 4 79| AN|st Al D SEHS HHESHL|
C}.

SIAll CED 7|Z: 70 - 8 A - 3} of| 5 - T2z m 2l

Aol M AH2 5= &

1 Principles & Models 2|, GllA| Al X[0f| A 7HE 7], 7HE H|w “o| M=ol 0|E27?”

2 Interpretation 9ff O] A7t M E=X] QoA 4 “off DA SHX|?”

3 Manipulation ot > HoLL CHE AR /Aot O)X| = 22t 2H “Z2oio| g=lo|1, CtZ2?”
4 Graphing & Visuals ~ M=ot %.3M .M. 0|5 - FHOE RH HH “Z - 22 E—> Ha > M E— A"

CHOICE / POSSIBILITY MARKET FIRM INPUT / WELFARE
PPC  Utility D-S « Policy * Trade Costs » PC « Monopoly Factor « Externality

1 2 3 4 5

Label axes Locate original Apply shock Mark new point State direction

+ curves equilibrium / rule / area + reason

Prediction first: say the direction BEFORE drawing; then use the graph to verify it.

B CED = 60 MCQ(70 &) + 3 FRQ(60 &2, 10 2 217| & e) #Z0|H, FRQ 2| 2 20| I W -y st AZELICE O
2iM 22T = “Opx|eto 9| 2= J270] OtL|2f XS FEf Alxl 10| 2 CHELIC.



TRANSFER MAP

ctgl Alo| C}al=

7|HslioF 27t

Z'2 marginal rule I welfare benchmark 7+ Ct2 ZHO| A B2 EL|CE,

Cross-unit bridges: learn relationships, not isolated chapters

Ul
Opportunity cost

marginal choice

U4
Market power

MR below demand

=

U2
Demand / Supply

equilibrium + surplus

uUs
Factor-markets
MRP = MP x MR

u3
Costs / MR / MC

profit choice

ue
Welfare / policy

social vs private

MARGINAL
MB=MC / MR=MC / MRP=MFC

PRICE & MR WELFARE

market price feeds firm decisions compare private vs social outcomes

Key habit: identify the graph family -> apply the marginal rule -> check the welfare benchmark.

Bridge il
Ui- U2 7H219] marginal choice 7t =2 M3t A|&229] 7|4HH0| &
u2-U3 AEItH e HA 7| QoA P=MR 0| £| 1 HAZHHS H| <k
U3 - u4 MR=MC & | X|=|X| 2}, A[ZX|HZ WZ0] P 2F MR of 2HA|7}+ E2t
U3/u4 - U5 MES 7HF-MR It =5 40| ZEE0{ MRP 7t &
U2/U4/U5 - U6 A0 AIEX|HHE - RANT AW E 8 - EHS - HM ENE HE

30-second retrieval check

P=MRO| M&5t= A|HFE / MRP O & M4 / 224 7|F P=MC 9| 2|0|



UNIT1
Basic Economic Concepts | MEiS A =3}st= 210

6 topics: scarcity -> systems -> PPC -> trade -> cost-benefit -> consumer choice

UNIT 1 Basic Economic Concepts

AP MCQ weighting 12-15% | Core schema: constraint -> trade-off -> marginal choice

1.1 Scarcity limited resources, unlimited wants 3|44 20l MEdDt 7|2]H| 0] MZICt,
1.2 Economic Systems  market / command / mixed allocation HE7h =71 A o EAH B 2st=71"8 ZH-3ICt.
1.3PPC efficient / inefficient / unattainable, shifts PPC = MA7tsMat 7|9|H| 22 A|Zfststct,

1.4 Comparative

absolute vs comparative, terms of trade SO Hil2 M7} ofL|2t 2 7|2|H[ 0]t
Advantage
1.5 Cost-Benefit " -
) explicit + implicit costs, opportunity cost 2| & MEH2 Pt H| 2t M S H|motCt,
Analysis
1.6 Marginal Analysis S "
& y MB=MC, diminishing MU, MU/P A| =AM S “3t £h9| [{72| M3} H|R0| ZOFX|= Ro|Ch,

& Consumer Choice

Unit1o| g% 2%
Scarcity -> trade-off -> opportunity cost -> comparative advantage -> marginal decision. 0| 5 £t SE0t EX|
Ao ™ Unit 1 9| tHCH7E Eel 24 L|C,

el
kl
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30-second retrieval check

scarcity 2 shortage 7+&2 / absolute vs comparative advantage / optimal quantity 2| =71



UNIT 1 | CORE GRAPH

O Of. ¢ NS L L o
PPC e H| w29 “H|B”E =22 UE= A
Jejmol M 2[X|2t 7|27|0| M opportunity cost & =L}

PPC: scarcity -> trade-offs -> opportunity cost Comparative advantage: compare opportunity costs

@ unattainable
Producer AX costs 2 Y
CAin Y ifY cost is lower

Producer B X costs 1/2 Y

CA in X if X cost is lower

Good Y

® inefficient
Absolute advantage = fewer resources / more output
Comparative advantage = lower opportunity cost

Trade gains come from specialization according to comparative advantage.

Good X

PPCSH WA RHRI 7|2 E T T Wit “‘TEN” * “3H”

PPC ot% MR/ SHIES 7tSSHR|E Xt g 2G| A8 S| 942
PPC H}Z e g8 2ts 7|&- Xt 7t Al OfHof| TtsE £~ US
ZMo|HPZoZ 0|5 ZH| ME/ HaksE Sty SE Mol St BItE He 9l
7127|/HlIEg ot THBtE O 7| Qo Z7|st= CHE TSt H| 1 22/+= opportunity cost £ H|ul

Iz E AL FE
HLIPPCE EH HX “1 e X O H[ 8" S X MAXE D5 A ASHF H|WSHAR. O 212 7|SH[E S 7HE HARI7EX 9|
comparative advantage £ 7}ZL|Ct,

30-second retrieval check

PPC 2t/9l/8f o[0| / H|W L] Atk &M / trade 7t &% 25 0|S0| £|= 0|



UNIT 1| MARGINAL THINKING
“ZH|” 7t ofL|2} «ot The| £ S H]| w5l H AP Micro 7t | HEL
C}

MB, MC, MU, MU/P = 0| 2 & tHale| &8 210
Total utility rises at a diminishing rate Consumer choice = equalize utility per dollar
Fil.5
60 -
15.0
MUx / Px = MUy /Py
50 1 12.5
. E‘ If MUx/Px > MUy/Py, buy more X and less Y.
= F10.0 2 ) o
= 401 2 Marginal decision rule
= o
(=} 3 o . .
= r75 &8 Expand an activity while MB > MC
304 Optimal quantity occurs where MB = MC
r5.0
o5 Do NOT overlearn indifference curves: they are outside AP Micro scope.
20 ’
1 2 3 4 5 6 7
Quantity

MB > MC ot RIS O otz 0| H|EELH S -> &S =i =0 izl LENE
MB <MC F7HHIEOIH B > 88 Ha 7| Ak, HMmIL
MB = MC marginal 7|1&2| | & profit max, social efficiency
MU diminishes AHZO| ERE FH R UL downward-sloping demand 2| =l
MUx/Px = MUy/Py OFx|2h 1 E2jel 282 #8532 consumer choice

AP 'HQ| HMof JOIE

& CED 0| M= indifference curves & H 2| SrL|Ct CHA marginal utility per dollar Bl (MU/P)= 2| OFL|CE “Al&0f| O L}
=103 E770| AZHS MX] ob= A 2 2L CH

FO e



Supply and Demand | A% tH3l2| 2

9 topics: D -> S -> elasticity -> equilibrium/surplus -> intervention -> trade

UNIT 2 Supply and Demand

AP MCQ weighting 20-25% | Core schema: shock -> curve shift -> new equilibrium -> welfare

2.1 Demand law of demand, determinants, individual -> market demand
2.2 Supply law of supply, determinants, market supply

2.3PED responsiveness, elastic/inelastic/unit, TR relation

2.4 PES supply responsiveness

2.5 Other Elasticities income elasticity, cross-price elasticity

2.6 Equilibrium & Surplus equilibrium, CS, PS, total surplus

2.7 Disequilibrium / Changes shortage/surplus, shifts and new equilibrium

2.8 Government Intervention price floors/ceilings, taxes/subsidies, incidence, DWL

2.9 International Trade & Policy world price, imports/exports, tariffs, quotas concept

ol
@ AH0| D/S Ol A QRIITI - (3) 0] FMO0| 0= WO =2 0|F5? > @ P 2t Q 2 W& — B surplus/tax/DWL

30-second retrieval check

8 &7t vs quantity demanded 37t / shortage vs scarcity / shift 22l 3 74



UNIT 2 | MARKET CORE
Demand/Supply: Hz}2o| oIS HAN 2FoIH 2y} Xt 52}
EIL|L}.

Own price change = =4 | 0|5, non-price determinant & S XAl 0|5

Market equilibrium Shift vs movement along curve

— D1
D2
S
% I
o (o]
@) @)
I I
ke o
a a
OwpArice change -> movement along curve
Nofh-price determinant -> shift the curve
Quantity Quantity
Demand shifters Supply shifters
Income (normal/inferior) Input/resource prices
Tastes / preferences Technology / productivity
Prices of related goods: substitutes/complements Taxes/subsidies and regulation

Expectations Number of sellers

Number of buyers Expectations / natural conditions

Direction-before-graph 1%

IS O2)7] FMoll X2 HR olZBHMIR: “D right -> P up, Q up.” 0l 2 £N2| 444 (generation)0l 7|7I1% 12l A4S I EeL
Ct.

30-second retrieval check

2 B7HAP/Q WS | B3 E7HAIP/Q S / DS IH Sl HE o 29i0] SEHY & it

[e]
= o=
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UNIT 2 | ELASTICITY

Elasticity = “71&7|”7} OtL|2} “HIS 2| H|Z” QILIL}.
AN e oA HalshA Tloletel 25

o] Z0{ELICt.

Elastic demand Unit / reference Inelastic demand

Price / Cost
Price / Cost
Price / Cost

|Ed]| > 1 |Ed| = 1 benchmark

|Ed| <1

Quantity Quantity Quantity

Measure Formula / sign

Price elasticity of demand |%AQd / %AP| >1 elastic, <1 inelastic, =1 unit elastic

Price elasticity of supply %AQs / %AP IS5 7H4 Ht3d

Income elasticity %AQd / %Alncome positive normal / negative inferior
Cross-price elasticity %AQd(A) / %AP(B) positive substitutes / negative complements

Price T € Oj TR Price | 2 Oj TR
Elastic TR TR T
Inelastic TR T TR
Unit elastic TR unchanged TR unchanged
Bty
x|

M =B MM E elasticity = 20T E2HELICE “slope = elasticity” 2 | H EZILICH

11



UNIT 2 | POLICY

Price controls-taxes: “57 2E?” KL} elasticity FE| EA|

AZIHY 2 Heh2, A, R+, DWL S &1 HHE LT,

Price ceiling -> shortage Price floor -> surplus Per-unit tax -> wedge + DWL

bingig floor

Price / Cost
Price / Cost
Price / Cost

Quantity Quantity Quantity

Binding =

Price ceiling ceiling < equilibrium price shortage; quantity traded H|t; potential DWL
Price floor floor > equilibrium price surplus; quantity traded XI%t; potential DWL
Per-unit tax buyer/seller price wedge Q falls; government revenue; DWL; incidence depends on elasticity

effective wedge lowers buyer cost /

Subsid
ubsidy raises seller receipt

Q rises; government cost; may correct positive externality in U6

Tax incidence 7|2

Cf HIEt2I X QI 20| 714 HotE 2 I|Y £~ Q8= NZ FHE O Bo| K= FE0| ASUCHL HHOZ £t HE =KX= ZHH

o CHE 4= ASUICE

30-second retrieval check

binding ceiling 2| #IX| / elasticity 2 tax incidence / tax revenue rectangle 2| &

12



UNIT 2 | TRADE

International trade = =L D/S 32 0f| “world price”
e =HIYLC.

Pw 2t XtFXHE #&@7tA 2 H|wSHH import/export 7t 23

World price below autarky -> imports World price above autarky -> exports

Price / Cost
Price / Cost

Quantity Quantity

Pw < domestic equilibrium Consumers gain; producers lose; total
) a AH| 1, 2UMA | imports=Qd - Qs gain; p

price surplus usually rises

Pw > domestic equilibrium Producers gain; consumers lose; total
. a S84 1, FUHAH| |, exports = Qs - Qd gain; ¢

price surplus usually rises

Tariff on imports domestic price rises toward autarky, imports fall government revenue + DWL; CS falls

A A0l . = =
Quota nolzre xIF Mot 74 1,4 | ;AP & quota graph XHH| S

QTGHK| k=

|
Mot HOIE

112
Ho

18 CED = quota @ &1} O[sf= 278X Et quota T2 J2|7|= He| SO = HA[ELICE

13



UNIT 3

Production, Cost, and Perfect Competition | 7|22| At
2085
7 topics: production -> costs -> profit -> MR=MC -> SR/LR -> perfect competition

UNIT 3 Production, Cost, and the Perfect Competition Model

AP MCQ weighting 22-25% | Core schema: production -> cost -> marginal rule -> entry/exit

Topic AL
3.1 Production Function TP, MP, AP; short run vs long run; diminishing marginal returns
3.2 Short-Run Costs FC, VC, TC; AFC, AVC, ATC, MC relationships
3.3 Long-Run Costs LRATC; economies / constant / diseconomies of scale
3.4 Types of Profit accounting vs economic profit; explicit/implicit cost
3.5 Profit Maximization TR, MR, profit; MR=MC decision rule
3.6 Produce / Enter / Exit shutdown vs break-even; long-run entry/exit
3.7 Perfect Competition price taker; P=MR; efficiency and long-run zero economic profit

Unit3 &= 2%
Input 2 C A3 MP 7} #1311 > H| S 2 M0| 447|0f -> 7|22 MR=MC 0l M Q E 3t 1 > 7}2{} ATC/AVC S |23l profit,
shutdown, entry/exit & THEHEHL|CH,

30-second retrieval check

MC 7t ATC & B0{22|= = / economic profit ! / shutdown vs exit &2



UNIT 3 | PRODUCTION + COST
Diminishing marginal returns 2t MC &#52 Z2 $iMo| &
d= Lt

MG HIES ME Q2K FU HRUAZ HE

0=

Production: total product + diminishing returns Cost curves: MC crosses AVC & ATC at minima
— MC
— AVC
—— ATC
" g
g =
g s
e} u
&
Variable input Output
Measure Formula / relation 33 ofn|
MP ATP / Avariable input 7t E 1CHRI7FBHE FTLAHE
AP TP /input SollTeg HR s
TC FC+VC ZH[E
AFC/AVC/ATC FC/Q,VC/Q,TC/Q ATC=AFC+AVC
MC ATC/AQ ZT7hAbE 1 EHR(O] ZTHH|E

MP 7} #&¢ o MC = St2st= B, MP 7} 51215t MC = &&5hs 28 MC = AVC 2L ATC 2| 2| MH S SatetLIth AFC= Q7L
2HAT

30-second retrieval check
MC 2t MP Q| 2tA| / MC 7} ATC Of2™ ATC &heF / AFC 2

15



UNIT 3 | COST SYSTEM
ZAS « I AAHLCE 2 M 2| S M| 98 oo{elLct.
|

Bt HIE 5712t 7| WHHIES o AIARCE F7

Quantity

Q fixed variable TFC+TVC TFC/Q TVC/Q TC/Q ATC/AQ

Long-run region LRATC direction
Economies of scale falls as output rises specialization / spreading indivisible resources / efficiencies
Constant returns to scale roughly flat scale changes do not materially change unit cost
Diseconomies of scale rises as output rises coordination / communication / management complexity

@ S2t=l total H5H TC=TFC+TVC 2 57 — @ average = /Q — @ marginal 2 & & X{0] — @ “3tA|7} WZ ECt 27H/E2

Short run = M0{ = 3tLto| fixed input ZX. Long run = 2 input 0| variable. “23 A|Z’O = FESIX| 45 LTt

30-second retrieval check

TC 24! / economies vs diseconomies / short run 2 9|

16



UNIT 3 | PROFIT

Profit 2Hl= @ Q MEH @ profit A& @ 2H/El= LCIo2 2

2| ghLict.

MR=MC 2} P/ATC/AVC H|n &

HH

Accounting profit
Economic profit
Total revenue
Marginal revenue

Profit-max output

Perfect competition

decision

al

SRR & A

oH
>

TR - explicit costs
TR - explicit costs - implicit costs
PxQ

ATR/AQ

MR = MC (with usual crossing condition)

Profit

Break-even

Short-run loss but produce
Shut down short run

Long-run exit pressure

ZHIE0| 22|

Step 1: MR=MC 0f|A| Q*. Step 2: 2 Q*0ilA] demand/price &

E entry/exit THEE

P>ATC at Q*
P=ATC
AVC <P <ATC

P<AVC

persistent negative economic profit

positive economic profit
zero economic profit / normal profit
covers all VC + part of FC
revenue does not cover variable cost

firms leave; market supply changes

217|. Step 3: P 2t ATC/AVC H| 1. Step 4: profit/loss rectangle &



UNIT 3 | PERFECT COMPETITION
MZ 7HA3 E | JeE S “HZE F 2= BAIK.

Market S/D -> market price -> firm 2| horizontal P=MR=D

Perfectly competitive market Firm chooses Q where MR = MC

— MC
— ATC
—— D=MR=P

@ @

S — D S

ke - s S

o o

Quantity Firm output

Characteristic Perfect competition

Number / product many firms; identical product

Entry barriers very low / free entry and exit in long run

Firm power price taker

Firm demand perfectly elastic at market price; P=MR

Profit rule MR=MC

Long-run economic profit tends to zero through entry/exit

Efficiency long-run benchmark includes allocative P=MC and productive efficiency at min ATC

30-second retrieval check
NEItAH0| 2EH firm D=MR 2|X| / P<AVC Tt / long-run profit 0| 0 @2 7H= HF{LIE

18



Imperfect Competition | A|ZX|H{2{0] 471 F|0jl== MR=MC
= "&LICh.

5 topics: imperfect markets -> monopoly -> price discrimination -> monopolistic comp -> oligopoly

UNIT 4 Imperfect Competition

AP MCQ weighting 15-22% | Core schema: market power changes P vs MR and efficiency

Topic AL

4.1 Intro to Imperfect Competition barriers to entry, product differentiation, strategic behavior

4.2 Monopoly single seller, downward D, MR below D, Q at MR=MC, P from D, DWL

4.3 Price Discrimination different prices not explained by cost; conditions and surplus effects

4.4 Monopolistic Competition many firms + differentiated products; SR profit/loss; LR zero economic profit

. few interdependent firms; dominant strategies, Nash equilibrium, collusion
4.5 Oligopoly & Game Theory

incentives
Unit 4 §t=
“P=MR”Zt I{X| 1 “MR=MC”= JCHEL|Ct. F, A|ZX|H{= EH[f HA2 Q E Fe F| 7tHS demand curve Of| A 2 @i = QAL
Ct.

30-second retrieval check

monopoly ol P S {C| M ¢lLt / barrier to entry 20| / monopolistic comp LR profit

19



UNIT 4 | MONOPOLY
Monopoly graph 2| 24 80%+= “Q2t P E Z2 uM0A =
2”0l M ErL|C}.

Q: MR=MC — P: demand curve

Price / Cost

Step

AE

Monopoly: find Q at MR=MC, then price from D Why MR lies below demand

— D
== MR

— MC ; g ; :
To sell one more unit, a single-price monopolist
must lower the price on marginal (and often prior) units.

Therefore: P > MR

Profit max: MR = MC
Allocative efficiency benchmark: P = MC

Market power usually means Qm < Qefficient and Pm > Pefficient.

Quantity

|d
i}
=]
00
ofn

MR 2t MC 2| @ E0| A monopoly output Qm Z2H
Qm 2 2|2 22 demand curve ol X Pm % 7|

ATC 7t L2 Qm Of| A profit/loss per unit &¢l

ot

2 2 EE D(=MB)2tMC 2| ¥ Qe 2 H|u!

Qm < Qe AL0|9] gains from trade 7+ Al2HX|™ DWL

Natural monopoly = relevant range Ol A ATC 7} A|% 5t2fst= HI 8 27t Sl IL|CL X0l M allocative efficiency(P=MC)2t
zero-profit/fair-return(P=ATC)S T2 &L|Ct.

HAOLLA | AP Microeconomics Whole-Course Cognitive Map | 20



UNIT 4 | PRICE DISCRIMINATION + MONOPOLISTIC COMPETITION
EH2 H|otx| 2 0|77t CHE JH'E S of SHHOf| A CHZEELICY

price discrimination 2 pricing strategy, monopolistic competition 2 market structure

Price Discrimination Monopolistic Competition

Lk Z2/q A THE M2 CHE D240 A| CHE 7t o2 7|¢0| differentiated product £ Tof
Lo =4 market power + customer separation + resale gt S22 TIA&H + product differentiation
&7 profit AlE =0l et 7ts entry/exit 2 economic profit 7t 0 off M2

perfect discrimination & output € efficient level 2

s2A X ity 7h
28 52 4 910 surplus & firm 0] 54 LR AIAT P=MC, excess capacity 7t
Jejo monopoly family monopoly-like firm graph; LR tangency ATC-D
719 g
Monopoly 2t monopolistic competition 2 & Ct downward-sloping demand 2t MR<D & 2tX| 2, “XII &1t Z7| profit 7}

CHELIC

30-second retrieval check

PDMZ =227 / MCvs monopoly 358 / MC long-run profit

HAOLLA | AP Microeconomics Whole-Course Cognitive Map | 21



UNIT 4 | OLIGOPOLY

Oligopoly = “&trl2| Mefo] L Z[Z{ME S HH= Al L|CL.

2x2 payoff matrix il A best response E MAXMZ EA|

2 x 2 game theory: scan best responses, then find Nash equilibrium

Firm B
Low Price High Price
o (3, 3) (5, 1)
<
£
= (1, 5) 4, 4)

Dominant strategy = best regardless of rival action. Nash = no unilateral profitable deviation.

Dominant strategy A7 FAE 3l = ot T20| O =2 payoff

Nash equilibrium ZIXto| MEHO| ATH MEHS FO|ZI WO R = mff | M; =Xt HIY 0|5 S
Collusion 7|¥E0| 350|122 =0[7] 2l 2HE FolHE= A

Prisoner’s dilemma JHE |felo] S SEX HAE FUER A= 7E

113
d0
12}
12
K
re
Im

ret
o
(@]
m
O
rir
N
o)}
N
0%
off
o
ow
o
N
rir
AT
pa
_Ql
X

2, mixed strategy, extensive-form game S2 AP 9| 81O 2 FL|LC},

22



Factor Markets | .. &2 “AH|XY{”7} ofL|2} ‘4 At
Lc}.

4 topics: factor market -> shifts -> PC hiring -> monopsony

1jo

9%t M4

UNIT 5 Factor Markets

AP MCQ weighting 10-13% | Core schema: derived demand -> MRP -> MFC -> hire

Y
5.1 Introduction labor/capital/land; factor prices; derived demand
5.2 Changes in Factor D/S product demand, productivity, output price, input substitutes/complements

5.3 Perfectly Competitive Factor Markets market wage; firm MFC=wage; hire where MRP=MFC; MRP=MP x MR

single/dominant buyer; upward labor supply; MFC above supply; lower

5.4 Monopson
psony employment/wage vs competitive benchmark

Unit 5 &=
MES AZO| HY Z22|0|1 -> 10 Mo} 52| MRP £ HHEH > =542 7t 0| S LICt. J24A factor demand £ “derived

demand”2t EELICE,

30-second retrieval check
MRP S4! / output price 50| labor demand 0f| 0| X|= ®&F / MFC 2t wage 2|
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UNIT 5 | FACTOR DEMAND
S+ worker o MM X MES2| marginal revenue
Lt

MRP = MP x MR; perfect competition output market 0flA{= VMPL = MPL x P

Labor market: wage & employment Firm hires where MRP = MFC
= MFC = wage
©
o= |
-
(=]
s
[
[ >
g @
= i
o
©
[*)]
©
=
Labor Labor

MRP shift right (labor demand 1) MRP shift left (labor demand | )
output demand 1 /output priceor MR 1 output demand | /output priceor MR |
worker productivity / MP T worker productivity / MP |
complementary input availability/productivity 1 substitute input becomes cheaper / more productive
Hiring rule
Perfectly competitive labor market 0l A JHH7| ¥ 2 wage & FO0{Zl Z{IO 2 21 MFC=wage 7} € L|C}. MRP > wage H &l 1 8%
f2lo] 11, MRP=wage Ol A profit-max labor quantity £ #&LI|Ct.

HAOLLA | AP Microeconomics Whole-Course Cognitive Map | 24



UNIT 5| MONOPSONY

Monopsony 2| ZEH X}0|: 37} worker gt H2| “otH| R A H|
870 wage &L} FLICt.

MFC above supply -> choose L at MRP=MFC -> wage from supply

Monopsony: MFC lies above labor supply

o
24
=
]
(@]
©
=
m— | abor supply
— MFC
== MRP
Labor
Perfectly competitive labor market Monopsony
Firm faces horizontal MFC = market wage Firm faces upward-sloping labor supply
Hire where MRP = wage Hire where MRP = MFC
Many buyers of labor One/dominant buyer of labor

Usually lower wage and employment than competitive
benchmark

Competitive wage/employment benchmark
JEfo 2El

(D MRP=MFC 0flA| employment Lm — @ Lm & labor supply 7tX| Li2{/22{ wage Wm A 7|. Monopoly 0ilAl Q & MR=MC 2 ¥
1 PEdemand 0lM gl= At FEMOE RARLICH

30-second retrieval check

monopoly 2 monopsony 2| =& SAE / MFC 7}t supply 2Lt &2 0|] / wage A& 21X

21
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UNIT 6

Market Failure and the Role of Government | “A|&Z
a7} “ASIH A1H72 CHE 4 BLICH
5 topics: efficiency -> externalities -> goods -> intervention by structure -> inequality

UNIT6 Market Failure and the Role of Government

AP MCQ weighting 8-13% | Core schema: private equilibrium vs social optimum

Topic AL

6.1 Efficient / Inefficient Outcomes allocative efficiency, total surplus, P=MC benchmark; imperfect competition inefficiency

MPC/MSC, MPB/MSB; positive/negative production/consumption externalities;

6.2 Externalities . L.
corrective policies

6.3 Public & Private Goods rivalry/excludability; free-rider problem; common resources

6.4 Government Intervention by

tax/subsidy/regulation/antitrust; monopoly regulation; intervention can help or distort
Market Structure / y/reg / poly reg P

6.5 Inequality income/wealth inequality; Lorenz curve & Gini interpretation; sources of inequality
Unit 6 &=
HX “private” curve 2 “social” curve & FE8t, A|IZ4-2F Qm IF ALS| X £|H Qs O x}0|E #2 7, O 2HAHS £0|= MM digkg

TretetLict

30-second retrieval check

P=MC 7} &=6t= 284 / externality ©| social vs private / public good 2| & &4
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UNIT 6 | EXTERNALITIES

AF = 40l = i/ AH X SH/R

JB

M 0|ES 27| 2L} “=7o| H|g/Ho| W =718 27|

Negative production

H” 2x2 2 =okM 1.

Positive production

m— MPB=MSB
— M
SC

MPB=MSB
M
SC
Ed -
[%) w
(o] o
O O
g =
[0} [
Q Q
= e
Q. o.
Ms€ > MPC
Quantity
Negative consumption
e MPC=MSC
— M
SB
Ed —
wn w
o o
(@] (&)
= -
[0} (V]
Q L
- -
o o
MSB < MPB

Quantity
Positive consumption
e MPC=MSC

s M)
SB

MSB > MPB

Quantity

Market quantity vs social optimum

Quantity

Negative production Qm=>Qs
Positive production Qm<Qs
Negative consumption Qm=>Qs
Positive consumption Qm<Qs

ESTE R

Negative externality = market does “too much.” Positive externality =

cost side, consumption O|™ benefit side & Z&gL|Ct.

HAOLLA | AP Microeconomics Whole-Course Cognitive Map | 27

tax / regulation / cap to internalize external cost
subsidy / support
tax / regulation / information

subsidy / provision / support

market does “too little.” ICHS production O|H



UNIT6 | GOODS + INEQUALITY
A& D= externality 9H0| OFEIL|CE, xH2te] A A3t F4lf A2}
T SLC}.

rivalry/excludability + inequality measures + policy trade-offs

Excludable?

Private good Yes Yes ordinary market good

Public good No No free rider; underprovision

Common resource Yes No overuse / tragedy of commons
No (until

Club good ( Yes membership access / congestion

congestion)

Inequality concept

Lorenz curve 45° equality line O|A 5 ELWSO| 2 2XZ2 oM
Gini coefficient 2RO EHS ML E H|wdh= X[ H; oIx AP = Al XK E 7oK 942

human capital, social capital, inheritance, discrimination, financial access, mobility, bargaining

Sources -
power, tax structures &

9] HoF HOIE

Lorenz curve 2+ Gini 2| 2|0|/H| &= &|, $48 CED = Lorenz curve & 12|72t Gini coefficient A4S H| 9O 2 HA|BILICE

Policy reasoning

HENUL X502 “ECt/LCE” 7t OFELICE Ot market failure & AH'EsH=X|, incentives £ M2 HHREX|, efficiency 2F
equity Of 0{H trade-off 7t 47| =X| {0 ghL|Ct,

HAOLLA | AP Microeconomics Whole-Course Cognitive Map | 28



SUPER COMPARISON
ANZZE 4 7] + monopsony £ ¢ BOj|A L=

HH=E 47|20 H| w7t EW =0 QaE{ZiL(Ct,

Firm demand / MR LR profit
Perfect Competition many / identical very low horizontal; P=MR 0 econ profit P=MC; min ATC benchmark
Monopolistic . . . .
" many / differentiated low downward; MR<D 0 econ profit P>MC; excess capacity

Competition
Oligopoly few / varies significant strategic / interdependent possible collusion + game theory
Monopoly one / no close substitute high downward; MR<D possible Q lower, P higher; DWL

one/dominant buyer of labor supply upward; . employment/wage below
Monopsony (factor) . / y buyer power PPy up possible P y. . /wag

input MFC>S competitive benchmark

Profit-max rule MR=MC = perfect competition 2t imperfect competition 2F0| ¥ &L|Ct. H2X|= A2 F2 demand/MR
2|2t market power 2JL|C},

30-second retrieval check

P=MR O] M&l5t= 7= / MR<D 2/ #Z 27l / monopsony = &

2
10
=
0
Ral
=3
==
1
=
M
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CONFUSION KILLER
o S o
MH pHIE SSM + 2

Scarcity

Demand increase
Supply increase
Slope
Accounting profit
Fixed cost
Shutdown

MC

MR

Product market D

Wage

Scls 2 7l g S “22=" 2| ofL|2f Bl =St i

@

Shortage
Increase in Qd
Increase in Qs

Elasticity

Economic profit
Sunk cost
Exit
ATC
Price
Factor market D

MFC

Private cost/benefit Social cost/benefit

Formula family

o
=
T
-
p=
ok

= Mt vs EF 7HH0llM Qd>Qs

curve shift vs movement along D due to own price

curve shift vs movement along S

A 7|27| vs percentage responsiveness

implicit opportunity costs E%f o &

output 0f| 2t HEEX| @43 vs 0| 0] LAs SAxH Aol M 2|4~ =7t
short-run production stop vs long-run market departure
marginal vs average; MC pulls average

PC 0l = equal; monopoly 0flA{= MR<P

final good demand vs derived input demand

PC labor firm 0| equal; monopsony 0l Al= MFC>wage

external effect X8t o5

Elasticity

PED=%AQd/%AP | PES=%AQs/%AP | YED=0%AQd/%AY | XED=%AQd(A)/%AP(B)

Cost TC=FC+VC | AFC=FC/Q | AVC=VC/Q | ATC=TC/Q | MC=ATC/AQ

Revenue/Profit

Production/Factor

TR=PXQ | MR=ATR/AQ | Profit=TR-economic cost

MP=ATP/Ainput | MRP=MP X MR | PC output market: VMPL=MPL X P

Rules consumer optimum MUx/Px=MUy/Py | firm/output MR=MC | labor MRP=MFC
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GRAPH ATLAS

a2 4= A0{0} 5= J2 X vs 0| M Sl 2 E 212

$13 CED 9| Graphs and Visuals appendix £ && M=Q2 &%

Graph family decision tree

What is the object?

CHOICE / POSSIBILITY MARKET FIRM INPUT / WELFARE
PPC  Utility D-S « Policy * Trade Costs » PC « Monopoly Factor « Externality

1 2 3 4 5

Label axes Locate original Apply shock Mark new point State direction

+ curves equilibrium / rule / area + reason

Prediction first: say the direction BEFORE drawing; then use the graph to verify it.

PPC; utility; demand/supply; domestic market with trade Total costs in short run

Externalities in imperfectly competitive
markets

Production function; per-unit SR costs; LRATC

Lorenz curve (interpret only; drawing

Perfect competition; market+firm; monopoly/monopolistic competition
P poly/ P P excluded)

Natural monopoly; game theory matrix; factor market; PC factor firm;
monopsony

Externalities in perfectly competitive markets

1) axes/curves — 2) original equilibrium — 3) apply shock — 4) new point/price/quantity/area — 5) one-sentence causal
interpretation. “J1 &8 5t MHO| E2[=" AS L= XA FEIQL|CH

30-second retrieval check

monopoly Q/P #7| &A / monopsony L/W 17| &A / externality Ol A private/social curve &



EFFICIENCY FILTER

S5Ot gfote &= A

Effective Fall 2026 CED 7} HA|$t CHEZX QI H 2|

N
0%
X
N

OF
omn
o

I
rir
I

al
=
oo

Collusion inefficiency/policy graph =& 12|7|

Lorenz curve =& 12|7| / Gini A&

oooo 3%
S MY He BHEHS LR E HE E
2aI5M2.

I'/ mixed strategy / extensive

MU/P H|

quota 7t DL MAL-I4AH . 4

- dojoi 0jx|=

£ E%t consumer choice

=lE=130]

o o

|3H

2 X2 payoff matrix, dominant strategy, Nash equilibrium

collusion 2| 211} antitrust policy 7'

Lorenz/Gini £ 0|23t 21

£ L8X=" dzat

I A
HE

on

ELICH A 33 =0M= AP 7t 273t

H| 1 - of

M

=~

2= HSLICE CHet .- E0f| [CORE AP] / [ENRICHMENT] Ef & 20 Al& 2

rx
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COGNITIVE SCIENCE ROUTINE

ot7| £ “X| = 3 25" o|0ll= B2l =, HH UHAHSE S

97| g4 20t X O RS 21477 A

DO| & PDF 33| £ 6 Unit 2 #X|0fl 2fA 6 JH2 X4, 2t Unit off 2A D2z 171 0|5 M), 10-15m
D1 H|o|X| 10| 6 Unit &A1 + 2} Unit & rule 1 70 Zst7]. 7| o Lh= Zdgh &0l 8-10m
D3 24T 4 74 2=EQ|: D/S, cost curves, monopoly, externality £ Z5E 12|7]. 12-15m

Interleaving: PC vs monopoly / D shift vs movement / tax vs price control / labor PC vs

D7
monopsony H|ul,

D21 108 H

HI

Prediction-Error-Update

= = = = =

30 X WAL M

A
(=]

4
2

1%

S — Hh/Hw” &= M2 30 = 2F ZMR. 2Hd[= XFH0| A FAFLICH @FHO| ZoX|H
LT,

30-second retrieval check
6 Units from memory / 4 Big Ideas MKT/CBA/PRD/POL / 5-step graph script

15m

el X QIE = ot 0N FIHE CIEYE XI=0f 2071, 10-15m

ZHE 27| M getS o= - H/OHIZ AT - 0| F0| SR 0|RE S EZ 7|E. O| M HAZL “QE &l”2 &N 52 = HiELICH
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10-MINUTE WHITEBOARD
wo| WX| oI5 X3 | &t

O| T|O|X|Z 3 2|= %=t D7/D21 0f Bt= AL

o

HX| 2n Hx 2st7{Lt a2|7]
Scarcity -> opportunity cost -> PPC -> comparative advantage -> MB=MC -> MU/P

D/S determinants -> elasticity -> equilibrium/surplus -> controls/tax -> world price/trade

TP/MP -> cost curves -> profit -> MR=MC -> shutdown/break-even -> PC SR/LR

market power -> monopoly Q/P -> price discrimination -> monopolistic comp ->2x2 game

derived demand -> MRP=MP X MR -> MRP=MFC -> factor shifts -> monopsony

P=MC efficiency -> MSC/MSB -> 4 externalities -> public goods -> policy -> inequality

J2z 8 JHE 1 2: PPC/ D-S / cost curves / perfect competition / monopoly / factor market / monopsony /
externality

=2 Yes/No
T ZE £3t 2M 0|2RE s 02 £ =Th

W3Ol HreFg T I Mo L2 oIS 4+ YT

TEMZ “Ho|"7} OfL|at “ 7| Z7 02 et 4 QU=

ZAIZ QK| o4 AX|N o|0|2 M £ Q=T

29 M LIS o= Unit/ I Z0f| 2UX| HH2 & 4 Q=742

100%7} OfL|2t “FH| K| =& 4| ¢hi= 2”0 SEYLICE 70~80%7t 2X| 410 M4 =|H o
7t AYLTt.

El
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O] 2AM= matA tHX|Z0| otL|2t “whole-course cognitive map” & LIC}. 2t w /40| TIF =™ 2} T| 0| X|of] M5 He|, ML
ZxH, H2 QES 20 QIStHE Learning Graph 2 2HAIF ML,
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