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Microeconomics II (EC202)        Semester II, 2010 

School of  Economics  (FBE)      The University of the South Pacific 

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

Course lecturer:   Professor Wadan Narsey  Tutors:   Nalini Lata, Artika Prasad. 

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

Course Overview 

 

This course attempts to explain how South Pacific economies and societies “allocate scarce 

resources amongst competing ends”.  Neoclassical micro-economics theorizes how 

consumers decide what mix of goods to consume, and firms decide what factors to purchase 

to produce their desired level or combination of goods.  The resultant “markets” then 

determine, through the forces of supply and demand, the prices and quantities of all goods 

and the factors of production.  If key assumptions are satisfied about rational consumers 

maximising their “utility”, firms maximising efficiently their profits, and markets being 

perfectly competitive and without externalities, then the final outcome is an efficient 

economy- a state of “Pareto Optimality”. The course covers theories of consumer behaviour, 

firms’ production and costs, market structures, theories of income distribution, general 

equilibrium and welfare economics.   

Given the typical small size of Pacific economies, there will be an emphasis on imperfect 

competition, especially monopoly and duopolies.  There will also be an introduction to 

externalities (eg public goods and pollution), government interventions in the market (eg price 

control, minimum wages legislation, tariffs) and gender economics (eg allocation of unpaid 

labour within households).   

The text-books have most case studies drawn from the developed economies.  This course 

will attempt to also introduce examples from Pacific Island Countries (PICs). Students are urged 

to contribute their personal experiences and perspectives in tutorials and examination responses. 

The kinds of questions that will be addressed by EC202 includes the following: 

 

* the shift in PICs from local, more nutritious foods, to less nutritious imported foods 

 

* why “economies of scale” in manufacturing imply that a regional agreement like  PICTA 

may turn out to be a “stumbling block” rather than a “building block” 

 

* short/long term outcomes when a monopoly is challenged by a newcomer. 

 

* impact of  tariff protection on local industries and consumer welfare 

 

*   impact of minimum wages legislation (Wages Councils) on employment and wages 

 

* welfare impact of “user pays fees” in education or heatlh 

 

* patterns of unpaid “housework”  in PICs 

 

The scope of the problems listed above indicates that microeconomic theory also sets the 

foundation for the specialist fields of economics such as Public Finance, International 

Economics, Labour Economics, Monetary Economics,  Development Economics, and Gender 

Economics. 
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While  mathematics (especially algebra and calculus) enables a more rigorous and usually more 

succinct explanation of much of neoclassical micro-economics models, non-mathematical 

students will be able to use geometrical explanations which however needed to be presented 

with clarity and good logic. 

 

Prescribed Text: 

 

Nicholson, W and Synder, C Intermediate Microeconomics and its application, 10
th

 Edition, 

2007, The Dryden Press. 

 

There are many microeconomics textbooks available in the Library, some on reserve: 

 

Frank, R H, Microeconomics and Behaviour, 5
th
 edition,2003, Irwin Mcgraw Hill. 

 

Katz, M and Rosen, H, Microeconomics, 3
rd

 edition.1998, Irwin McGraw Hill. 

 

Varian, H, Intermediate Microeconomics, A Modern Approach, 5
th
 edition, 1999, W. W.  

Norton. 

 

Besanko, D A and Braeutigam, R R (2005 or earlier), Microeconomics, 2
nd

 edition (or earlier 

edition), John Wiley & Sons, Inc. 

 

Edwin Mansfield and Gary Yohe, Microeconomics, Theory and Applications, 2004. Eleventh 

Edition, W.W. Norton, New York. 

 

Class shares 

 

To encourage students to attend lectures, only outlines of lectures will be put on class shares, 

and they will be put on with a two week time lapse. Do not expect full lectures to be put on 

Class Share, except those in which there are extensive original statistics and graphs, such as 

Week 2 topic on the results from the 2002-03 HIES. 

 

Assessment  
 

Test 1 (Week 4, Lecture 3)              15% 

Test 2 (Week 11, Lecture 3)              15% 

   Tutorial marks                 10% 

Tutorial quizzes (weeks 3, 7 and 12) (6%) 

    Tutorial attendance and contribution (other weeks)  (4%) 

   Essay 1 (15 minutes in Week 3, Lecture 3)         5%   

   Essay 2   (15 minutes in Week 10, Lecture 3)            5% 

          Total course work          50% 

Final Examination           50%. 

TOTAL          100% 

 

Given that this is a very large class, it is quite likely that only 5% of the class will receive  A+ or 

A grades, and only 10% are likely to receive B+ or B grades. 
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Dissatisfaction with Assessment: 

Should a student be dissatisfied with any assessment, the following steps must be taken:  

(a) With a written explanation for the request, refer the work to the course tutor for re-

checking and reassessment. 

(b) If the student is still not satisfied with the assessment, the work may be referred to the 

Course Lecturer for reassessment (grade may be raised, lowered, or remain the same). 

(c) If the student is still not satisfied, the work may be referred to the Head of School of 

Economics, whose decision will be final. 

2 Essay questions (worth 5 marks each) 

 

There will be 2 “surprise” essay questions given during the semester (Week 3/Lecture 3   and 

Week 9/Lecture 3).   Students not giving in essays will receive 0 marks.   Students are 

expected to write clearly and neatly, in good English.  Marks will be deducted for illegible 

writing.  The questions for the essays will be related to the following contemporary issues:  

 

Essay 1 theme:  

 

Neoclassical economics suggests that rational consumers decide on what bundle of goods to 

buy by maximising their “utility”, given the prices of the goods. How does advertising  fit  

into this model? 

 

Essay 2 theme:  

 

As time goes on, explain how the nature of competition between duopolists like  Vodafone 

and Digicel has been changing. 
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Draft outline of lectures   

This will be adjusted to accommodate 2 Guest Speakers out of the following: 

(1) David Gilmour (Fiji Water) 

(2) Richard Broadbridge (Mai TV) or  Fiji TV CEO 

(3) Digicel or Vodaphone CEO 

Lectures 

 

Week  1  Introduction to course (NS 1)  

General Equilibrium Model (NS 12) 

Critique of neoclassical methodology  

 

Week  2  Utility maximization by consumers (NS 2)      

Income effects on demand (NS 3,4) 

Fiji 2002-03 HIES results 

 

Week 3 Pareto Optimality in Exchange (NS 12) 

Price effects on demand (NS 3,4) 

Cobb-Douglas Production function (NS   Essay 1 (5%) 

 

Week 4  Short run production (NS 7) 

Long run production (NS 7) 

Test 1 (15%) 

 

Week 5  Consumer sovereignty and advertising 

Short run cost curves (NS 8) 

Long run cost curves (NS 8) 

 

Week 6  Bottled water: economies of scale  

Perfect competition short run (NS 12) 

    Distribution Theory (NS 15) 

 

Week 7 General Equilibrium (NS 12) 

Multiple market dynamics (case of oil).  

    Consumer and producer surplus (NS 11) 

 

Week 8  Semester break 

 

Week 8  Monopoly and impact on welfare (NS 13) 

Monopoly and price discrimination 

Monopoly and impact of price control (NS 13) 

 

Week 9 Duopoly (NS 14) 

Prisoners dilemma (NS 6) 

The macro and micro costs of monopoly: creation of ATH 
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Week 10  Market intervention: taxes on goods 

Market intervention: tariff protection in PICs (NS 12) 

Market intervention: minimum Wages Policies (NS 15) Essay 2 (5%). 

 

Week 11  Market intervention: quotas/tariffs: application to EU preferences (NS 12) 

PICTA building block or stumbling block 

Test 2 (15%) 

 

Week 12  Externalities and public goods 

    Externalities and controlling pollution 

Monopoly origins and equilibrium condition (NS 13) 

 

Week 13  Gender Economics I  

    Gender Economics II 

Gender Economics III 

 

Week 14  Gender Economics IV 

    Special lecture:  Global Financial Crisis: possible cause  

 

 

There will be two special essay questions in the Final Examination (you will be asked to 

write 1 page each, worth 10 marks out of 100- so allocate your time accordingly in your 

preparation and your writing) 

 

Investigate these questions on your own, using the Library, the Internet etc. Do not ask your 

tutors or any other lecturers. 

 

1  (a) The expenditure by the South African Government on the FIFA World  Cup was a 

gross misallocation of scarce tax-payers’ funds in a poor developing country like South 

Africa. 

 

  (b) The expenditure on the FIFA World Cup was economically and socially justified. 

 

2. (a) According to some critics, the global operations of Coca Cola or Microsoft illustrate 

clearly the socially negative impacts of a multinational company exercising effective 

monopoly power. 

 

 (b) The opposing view is that Coca Cola (or Microsoft) do not really exercise any  

 monopoly power- since there are competing products and companies. 

 

 


