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Topic 1: Overview of Economics
Intro to Economics (Ch 1)
Economics is defined as a social science - studies aspects of human behavior. 
Scarcity: 
Examples:  (“Free cell phones”) 
Economics: 
How People make decisions

Principle 1: People Face Tradeoffs
Principle 2: The Cost of something is what you give up to get it

Principle 3: Rational people think at the margin

Principle 4: People Respond to Incentives

How People Interact

Principle 5: Trade can make everyone better off

Principle 6: Markets are usually a good way to organize economic activity.

Principle 7: Governments can sometimes improve market outcomes

How the economy as a whole works

Principle 8: A country’s standard of living depends on its ability to produce goods and services
Principle 9: Prices rise when the government prints too much money

Principle 10: Society faces a short-run trade-off between inflation and unemployment
Microeconomics and Macroeconomics (Ch.2)
Economics is generally split into two broad categories:

Microeconomics: 
Examples of Microeconomic Questions

How does the change of a price of cream cheese influence my purchases of bagels?

If my wages rise, will I be inclined to work more or fewer hours?

 Macroeconomics: 

Examples of Macroeconomic Questions

Why do developed countries have lower fertility than developing countries? What economic policies should the government follow to get country out of a Recession?

How is Economics “done”? (Ch. 2)
Economics operates based on the scientific method:
1. Observe some aspect of universe, get data.

2. Create hypothesis that is consistent with your data

3. Use hypothesis to make predictions about other (testable!!) observations that you don't have yet

4. Test the hypothesis by gathering data and compare it to the predictions of hypothesis

5. If hypothesis fails test, create new hypothesis

6.  If hypothesis passes, called theory, and create new predictions and tests

Positive:
Normative:  
Types of Economies (Not in Book)
Economic system: 
An economic system "answers" five questions:

1. What goods and services will be produced?

2. How will the goods and services be produced?

3. Who will get the goods and services?

4. How will the system accommodate change (i.e. preferences, technology, resources)?

5. How will the system accommodate progress?

There are two main kinds of economic systems in the world today.

Command System: 
Market System: 
In this class we will (exclusively) study the market system. 

In Theory:

A market system has the following characteristics:

1. 

2. 

3.
4.
5.
6.
Two major negative aspects of a command system are:
1.
2. 
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