Defining Economics

"Resources are sc:&r)@gg:a\e-cf |
. Scarcil‘]yé\ﬂ%qméitgd‘r?é%ure of society’s

resBlifces P9

— Society has limited resources and cannot
produce all the goods and services people wish
to have.

 Economics

— The study of how society manages its
scarce resources
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"EXAMPLE 2: Opportunity cost

 What is the opportu&i%\m@‘t’%’)\%{going to
college for Q(y)eak‘?@o‘ 20

pTBﬂW QQ@@@ nd fees

« PLUS foregone earnings

* What is the opportunity cost of going to the
movies”?
 The price of the movie ticket

« PLUS the value of the time you spend in the
theater
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"Active Learning 1: Answer

A. Netflix: o\e cO [R\S

— Marginal beﬁng%@ﬁ@(%oﬁmg one more movie:

o J‘r@,@ﬁ%gg@et%u get from watching the

movie
— Marginal cost of watching one more movie:
- Monetary cost = $0
« Opportunity cost of time

— Decision: If the marginal benefit exceeds the
marginal cost, watch the movie.
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Principle 6: Markets Are Usually a Good Way to
Organize Economic A‘%ggity — 2
* Market econom% Otesa\e.c
—AIIoc%%ﬁK@&\)%:e%?l%rough the

detntra®2y decisions of many firms and
households as they interact in markets

—Proven remarkably successful in
organizing economic activity to promote
overall prosperity
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How the economy as a whole works

h ca\e -C‘Té;é "

Principle 8®@W&s%tandard of living
depands'Bh itsobility 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.
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