Index

Microeconomics exercises

1. 
Selling footballers: the economic viewpoint

‘What are the economic arguments on whether a football club should sell an important player?’ 

Learning Focus: Developing an understanding of opportunity cost and its role in decision making; the importance of marginal costs and revenues.

Type: Reflective Exercise

2.
High fashion at low prices – too good a chance?

The effects of high street chains selling limited editions of designer clothes at below equilibrium prices.

Learning Focus: Understanding the concept of equilibrium and the importance of this in analysing what happens in disequilibrium. Using demand and supply analysis and developing an understanding of price and other allocation mechanisms. 
Type: Problem Focused Exercise

3.
Takeaway curries – when have you had enough? 

‘Is the price of a product for immediate consumption – like a takeaway curry – equal to its worth or benefit to a consumer?’

Learning Focus: Developing an understanding of diminishing marginal utility and the relationship of this to price of a product.  The importance of economic modelling and marginality are stressed.                                                                                                                
Type: Reflective Exercise

4. Pricing for profit – car parking

The owner of a city centre car park wants to know the best price to charge for parking during office hours on weekdays. On a typical weekday, the car park is currently only half full. 

Learning Focus: Considers the importance of marginality in maximising profit when demand fluctuates and costs are largely fixed.

Type: Threshold Web Exercise

5. Are you being charged too much for music downloads?

This exercise examines the higher prices charged in the UK for music downloads compared to the rest of Europe.

Learning Focus: Understanding price determination and the effect of market power and elasticity. 

Type: Problem Focused Exercise

6.
Students’ Rail Fares – Branson’s good deed?

‘Are the rail companies being kind to students in offering cheaper fares with young persons’ railcards?’

Learning Focus: Developing an understanding of price determination given differing demand curves, market power and price discrimination. 

Type: Reflective Exercise

7.
Road charging – an end to congestion?

‘What are the economic arguments on whether large cities that have congested roads should charge a road tax?’

Learning Focus: Developing an understanding of the workings and limitations of the market mechanism by considering an externality. The ideas of welfare economics and marginality are of importance.

Type: Reflective exercise

8.
Cruise ship pollution – an economic problem?

This exercise examines why ‘greywater’ dumped from cruise ships can be viewed as an economic problem and the difficulties of dealing with this.

Learning Focus: Appreciating why pollution is an economic problem and developing an understanding of markets, incentives and market failure. 

Type: Problem Focused Exercise

9.
How much should we spend on rail safety?
‘How should the government decide whether to invest in additional rail safety measures?’

Learning focus: Considers the importance of opportunity cost and marginality in answering such questions in welfare economics.

Type: Threshold Web Exercise

10.
Should the Third World limit pollution?

‘In less developed countries there are fewer controls on aspects of pollution such as exhaust fumes. How would you assess whether such countries, from their viewpoint, should invoke legislation to improve the environment in such respects?’

Learning focus: Applies welfare economics to this important question that often gains media attention. It considers the opportunity cost of such controls. 

Type: Threshold Web Exercise

11.
Is binge drinking an economic problem?

This exercise examines why excessive drinking may be an economic problem and the possible effects of government policy.

Learning Focus: Appreciating why binge drinking is an economic problem and developing an understanding of markets, incentives and market failure.  The aim is to get students using economic ideas rather than focusing on the social and medical details. 

Type: Problem Focused Exercise

12.
Rain affects play?

The brewery industry in the UK had poor sales in the summer of 2007.   This exercise explores why, using economic analysis.  It considers how the forces towards an equilibrium price may affect a firm. 

Learning Focus: Understanding the economic modelling of market changes using demand and supply analysis. The concept of equilibrium and the importance of this in analysing what happens in disequilibrium are stressed.  The role of profits in the price mechanism is introduced.
Type: Problem Focused Exercise

Macroeconomics Exercises

13. 
The London Olympics – how will the economy be affected?

‘What is the effect of the London Olympics on the economy?’

Learning Focus: Considering how economists approach such a questions and the role of simplification in modelling. Developing an understanding of the government expenditure and taxation multipliers. 

Type: Reflective Exercise

14. Are government budget deficits always bad?

‘The country is currently in recession and this has led to lower tax revenue and higher expenditure. The result is a large deficit. The government decides to raise taxes and lower government expenditure. Is this a good idea?’

Learning Focus: Getting students to recognise and apply an appropriate economic model and consider the importance of the multiplier in answering this question. 

Type: Threshold Web Exercise

15. 
The changing value of the multiplier

‘Over the past 30 years, and particularly since our entry into the EU, imports (and exports) as a proportion of GDP have risen considerably in the UK. What effect has this had on the value of the multiplier in the UK?’ 

Learning Focus: Understanding the multiplier and how the concept of marginality is important.

Type: Threshold Web Exercise

16. 
Money – just another good?

‘What happens in the money market if there is an increase in income?’

Learning Focus: Developing an understanding of the money market. The exercise starts by encouraging students to think of the money market in a standard demand and supply framework. It covers aspects of the money market that cause students problems: stocks/flows, real/nominal and the ‘price’ of money. It goes on to consider some of the differences in the demand for money given Keynesian and Monetarist views. 

Type: Reflective exercise

17.
Monetary policy – how is it decided?

The exercise explores how monetary policy affects the economy and the kind of factors that are important in determining the Monetary Policy Committee’s decision. 
Learning Focus: Understanding the monetary transmission mechanism and the factors that will influence the decisions of the Monetary Policy Committee on interest rates; considering the interactions between markets in the economy.

Type: Problem Focused Exercise

International Economics Exercises

18. 
Taxing imports – what’s the problem?

‘Should a country that is less efficient at producing all goods use import controls to reduce imports from other countries?’ 

Learning Focus: Considering how economists approach such questions and the role of simplification in modelling. Developing an understanding of comparative advantage and using this in the argument against tariffs.

Type: Reflective exercise

19. 
Should home production be protected to keep jobs?

Examining US–Canadian imports and exports and analysing a call to protect the US lumber industry. 

Learning Focus: Developing an understanding of the role of comparative advantage in evaluating the relative gains from trade; considering interactions between markets and the wider economic effects of any policy. 

Type: Problem Focused Exercise

20. 
Exchange rates – a question of demand and supply?

‘Can foreign exchange markets be analysed in the same way as the markets for ordinary physical commodities? Does demand slope downward and supply slope upward for currencies?’

Learning Focus: Developing an understanding of the foreign exchange markets by considering the application of demand and supply analysis and then the complications that arise in this market. 

Type: Reflective Exercise

21. 
Joining the euro: the effect on the exchange rate

‘How is the equilibrium £:€ exchange rate currently determined? If the UK was aiming to adopt the euro in the near future we would be expected to ‘shadow’ the euro for a while (the £:€ exchange rate would change only between very narrow margins). How can this be achieved?’

Learning Focus: Developing an understanding of the foreign exchange markets. The exercise considers how demand and supply analysis can be applied to this market and how equilibrium is achieved under floating and fixed exchange rates.

Type: Reflective Exercise

22. 
An increase in the exchange rate – always good news?

‘The pound has improved today on the foreign exchange market’ is a common media comment when the pound sterling appreciates. If the pound appreciates is it always good news for industry and the economy?’

Learning Focus: The effect of exchange rate changes on imports and exports and how these changes have different effects on business and the economy in recessions and booms.

Type: Reflective Exercise

23. How is the exchange rate affected by inflation? 

‘A country has a floating exchange rate and its inflation rate is higher than its trading partners. Why we would expect the country’s exchange rate to depreciate?’

Learning Focus: The effect on demand and supply of currency and the new equilibrium. Distinguishing between real and nominal values. 

Type: Threshold Web Exercise

24.
Macroeconomic adjustment and EMU

The exercise considers the Treasury’s explanation of the effect on macroeconomic adjustment of joining the euro.

Learning Focus: Understanding the real exchange rate as a macroeconomic adjustment mechanism and how this would be affected by joining the Euro; interactions between markets in the macroeconomy and the use of expectations in economic modelling are explored.

Type: Problem Focused Exercise
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