
 

 

 

 

 

 

T h e  B i g  P i c t u r e  

Where we are going: 

N e w  i n  t h e  E i g h t h  E d i t i o n  

WHAT IS ECONOMICS? 
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L e c t u r e  N o t e s  

What Is Economics? 

I. Definition of Economics 

 scarcity

 

incentives

Economics 

 Economics

 

 

 Microeconomics 

 Macroeconomics 

Economics
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II. Two Big Economic Questions 

How do choices wind up determining what, how, and for whom goods and services are produced? 

What, How and For Whom? 

 Goods and services

 factors of production land

labour

capital

entrepreneurship

 human capital

 rent wages interest

profit

When is the pursuit of self-interest in the social interest? 

  self-interest.

 social interest

 
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 

 Globalization

 information-age economy

 Climate chang

 Economic instability

III. Economic Way of Thinking 

A Choice is a Tradeoff 

 tradeoff

 

 

 

 

Making a Rational Choice 

 rational choice

 

 

Benefit: What you Gain 

 benefit preferences

 

 
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Cost: What You Must Give Up 

opportunity cost

Choosing at the Margin 

 margin

marginal benefit

marginal cost

 

 

Human Nature, Incentives, and Institutions 

 

 

IV. Economics as Social Science and Policy Tool 

Economics as Social Science 

 

 

 economic model
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 

 

2. 

 

3. 

 

Economist as Policy Adviser 

 

 
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A d d i t i o n a l  D i s c u s s i o n  Q u e s t i o n s  

 

 

 

”
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A p p e n d i x :  G r a p h s  i n  E c o n o m i c s  

L e c t u r e  N o t e s  

I. Graphing Data 

 

 

 Scatter diagram

II. Graphs Used in Economic Models 

 

 positive relationship direct relationship —

linear relationship

 negative relationship inverse relationship —

 —

III. The Slope of a Relationship 

 slope

     “ ”

 

 

 

IV. Graphing Relationships Among More Than Two Variables 

 
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