Introducing Economics to First Year Students
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Wants v Needs

What does this picture say to you about
needs and wants?
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Ideal Economic Business Cycle
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Unfortunately thisis not alwaysthe
case. Why?
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Opportunity Costs

* Because resources are scarce and because we must make choices in
relation to our resources and needs, there is always an opportunity
cost involved in all transactions.

* Opportunity cost is the item (s) we chose to do without when we
have to make a choice between products and services.
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So the Question is...

* What is to be produced with limited resources?

* How will we produce goods and services and what will be used to
produce them?

* Who gets what in the economy?

Economics studies these decisions, how they are made, and what their
consequences are both at a micro level and a macro level
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Economics Introduction

* Economics is the study of how we make the best use
of resources in order to satisfy the needs of as many
people as possible
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The study of Economics is split into:

* Micro economics studies the decisions
made by individual and business
concerning the distribution of

resources and prices of goods and

services.

* Macroeconomics, studies the behavior
of not only particular company or
industries but whole economy.

+ Itincludes understanding how
unemployment, price levels, growth
rate affects the economy wide aspects
such as the Gross National Product
(GNP).

It dealks with a specific industry or a
sector, the connections of firms and
households in the market.

For example, microeconomics would

study how a company could lower its
prices to increase its product demand
in the market.

For example, macroeconomics would
look at how an increase/decrease in net
imports would affect a nation's capital
account.
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VWhat are resources?

I Definition: The things used to make other
goods
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BUT, there’s a
Fundamental Problem:

SCARCITY: unlimited wants and
needs but limited resources
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Think About this

* | can only buy either a new top or a new skirt from TopShop but |
can’t afford both. (Opportunity Cost)

* As the Minister for Finance, | will spend more money on education
than | will on hospitals- | can’t spend the same amount of money on
both.

* These statements are choices that can affect all members of
society. This happens because we do not have enough
money to do everything that we want to do. Therefore, we
must decide on our priorities and what is most important to
us at any given time- we cannot satisfy all needs and wants
as we do not have unlimited resources




