	Eco 320
	Exam 1
	Fall 2005


Ground Rules

· Answers should be thorough and concise, and synthesize the information covered in class.

· Have a separate page upon which you put your name and signature, and make that the last page of the document you submit. Please do not include your name on any other page of the document.

· Answers are due on Monday, October 24 at 3:20 p.m. in 230 Wimberly Hall.

Answer problem 1. The maximum length of the answer is two double spaced typed pages. Graphs, equations or calculations may be hand written.

1. Compare and contrast the unique aspects of the economics of professional sports to that of standard economic analysis of the firm.

Answer one problem from the group of problems 2 - 5. The maximum length of the answer is two double spaced typed pages. Graphs, equations or calculations may be hand written.

2. Explain why revenue disparities among teams arise and the problems revenue disparities can cause sports leagues. Suggest some remedies that could be used to deal with these problems.
3. How do you explain professional sports team owners’ decisions to set ticket prices below the market equilibrium level and by doing so appear not to maximize profits?
4. Develop the conflicts of interest that can arise between a sporting league as a whole and an individual member of the league.
5. Explain the Coase Theorem as it applies to the allocation of player talent in professional sports.

Answer one problem from the group of problems 6 - 7. The maximum length of the answer is one double spaced typed page. Graphs, equations or calculations may be hand written.

6. Develop a salary equation for baseball pitchers that could be estimated using regression analysis. Explain your choices for the dependent and independent variables. Develop a hypothesis for each independent variable and the reasoning behind the hypotheses.
7. Explain the relationships between marginal revenue, price and elasticity of demand for a monopolist.
