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• It is designed to keep you engaged in the 
course every week, as opposed to 
studying only two times per term 

• Non-exam, graded work raises the final 
grades of most students 
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your lifetime.  
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 We commence with a behavioural 

assumption – what makes humans tick?

– Human wants are unlimited because 
people are GREEDY.

–Affects all us to different degrees

–As well as the environment in which we 
live and interact 

–And so the avarice is quite systemic

–https://www.youtube.com/watch?v=6p-
lDYPR2P8
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 Economic Resources
– Land:  natural resources or any derivative 

thereof 

• crops, minerals, land itself (on which 
buildings and structures LIE, not “lay”)

– Labour: human effort

– Capital:  something that is used to make 
something else 

• structures, vehicles, plant & equipment, 
machinery

• It is not altered or consumed in the 
production process, but it does depreciate.
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• It does not necessarily have a $ value
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 Illustration of a choice and an opportunity cost -
my career

– I faced the following choice in 1999-2000

• stay at my present position and earn a fairly 
high salary

–good working conditions

• join the ‘brain drain’ to the USA, and earn 
about 50% more than my present salary

–do research for the government or a 
consulting firm

– I (obviously) chose to remain here, so the 
opportunity cost of that choice is the value of 
option # 2
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accountant`s perspective, and I remained 
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– From the economist’s perspective, I lose 
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EARN ELSEWHERE.

– Am I irrational?  I lose out on PECUNIARY
terms, but non-pecuniary terms entered my 
decision.

– Now I am too old to face such an attractive 
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• Dalton McGuinty said in 2003 that his
government would boost spending on 
education and health care, not incur a 
budget deficit, and not raise taxes

• Quebec students in 2013 demanded 
“accessible” (read free) university 
educations for themselves, which is to 
be financed by “taxing the rich”
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 Two corollaries of learning objective 1.2 
– Examine value of the preferred option or 

choice COMPARED TO THE 
ALTERNATIVES, not just its $ value 

– Just because a certain option or choice 
confers benefits does not necessarily mean 
that scarce resources should be allocated to 
it
• Example: Ottawa’s light-rail transit system

–Currently under construction
• “On-track 2018”?    We can only hope!
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– Example:  There is a proposal to invest in high-
speed passenger train service between Quebec 
City and Toronto (Globe and Mail, 25/8/2017)
• https://beta.theglobeandmail.com/news/what-to-

do-with-via-rail-ottawa-weighs-multibillion-
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• bad economic reasoning:  “It will create 
hundreds of short-term jobs.  What do you have 
to lose?” 

– All of the local mayors are boosters

– As are the construction workers’ unions 
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reallocated from other potential 
uses, which might (or might not) 
be more productive elsewhere
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addressing these tasks?  Resources 
allocated to their HIGHEST AND BEST USE.  

– WHAT goods and services will be 
produced?  
• Those that are PROFITABLE. Production 

of unprofitable G&S is discontinued. 

– HOW to produce them?  
• The LEAST COSTLY TECHNIQUE of 
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– Distribution of rewards/penalties very 
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– Left-wing people view it as very unjust 
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 EFFICIENT in that shortages and 
surpluses are eliminated, and 
production of goods and services is 
in line with society’s needs and 
wants and is maximized in the face 
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– The ‘left’ says that it typically produces 
the wrong things
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– DYNAMIC as it adjusts rapidly to changes 
in technology, consumer tastes, 
demography

• e.g. if consumer tastes change, 
money can be made (lost) in 
producing the product in favor (out of 
favor).  Producers and consumers 
react quickly to PRICE CHANGES

–Family restaurant chains

• Related to learning objective 1.3, as 
incentives play an important role 
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of the market economy.
– discussed here for illustrative purposes
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 It executes the three essential tasks in a 
CENTRALIZED fashion.  All allocative 
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• Producers cannot react quickly.  All orders 

to produce more of this and less of that 
have to go through a very long chain of 
command.  
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 Use ECONOMIC MODELS as our primary 
analytical tool for economic events and 
behaviour.
– NOT designed to imitate reality with 

exactness, but rather to describe the 
workings of the economy and to make 
predictions.

– By necessity, models involve gross 
simplifications, and are based on 
assumptions which are often unrealistic.  
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 Forecasting is a small part of it
 Apply microeconomic analysis to the 

obesity epidemic
– In USA obesity rates have doubled since 1990
– One contributing factor is economic (there are 

other forces at work)
• After adjusting for inflation, price of fruits and 

vegetables up 75 %
• After adjusting for inflation, price of fats down 27 

%
• Thus consumers have an economic incentive to 

say ‘super-size me’ and eat accordingly
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