EC2101 – Lecture 1
Microeconomics 1e /2008. B. Douglas and Michael D. Whinston
1. Scarce Resources
a. What to produce
b. How to produce
c. Who to allocate
2. Alternative Goals
3. Market
a. Associated with a single group of closely related products (highly interchangeable – substitutes)
b. Offered for sale within particulate geographic boundaries
c. Some are worldwide
d. Only functions if a system of transferable property rights is established and enforced
4. Motivations
a. Desire for goods and services
b. Include possibility that someone might care about the well being of someone else
5. Positive Economic Analysis
a. Economics address positive questions (factual)
b. Avoids value judgment
c. Sticks to objective facts
6. Normative Economic Analysis
a. Opposite of positive analysis
7. Tools
a. Initial observation
b. Theorizing
c. Identification of additional implications
d. Further observation and testing
e. Refinement of the theory
f. * Useful theory must have broad applications AND specific implications
8. Models
a. Simplification: Important to remove unneeded variables
b. A model only as good as its assumptions
9. Themes
a. Trade-offs are unavoidable
b. Good choices are made at the margin
c. People respond to incentives
d. Prices provide incentives

