
Economics

Mr. Morris, KWC&VS



Social Science
Scarcity and choice.  

Decision:  
● College or job
● Study or The Walking Dead
● Rent or Buy

So we ECONOMIZE = wise use.

Economics:  
Root meaning = ‘house’ and ‘to 
manage’.

Give me examples of where you have 
economized:

“I drank water because the juice was 
expensive”.
“I bought cheap jeans because I wanted to 
save money for an Ice Cap”.

Economics:  
● Practical science.
● Production and distribution and use of 

goods services, resources and wealth.
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Economics:  social science
225 years old: 

● Study of people making decisions about the choices available.
● Human behaviour.
● NOT pure science like chemistry.

ECONOMISTS DISAGREE!

“Economists have successfully predicted 7 out of the last 5 recessions” 3



Economists predict.
Prediction:  It’s hard to do.
● We can predict group behaviour better than individual behaviour.
● Economists like to assume stuff.  

"A physicist, a chemist and an economist are stranded on an island, with 
nothing to eat. A can of soup washes ashore. The physicist says, "Let's 
smash the can open with a rock." The chemist says, "Let's build a fire and 
heat the can first." The economist says, "Let's assume that we have a 
can-opener.”
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3 reasons from the text:
1. Difficult to read paper without hitting economic issues.  We want 

to be informed.
A. What are the economic headlines in the paper today? 

example:  stimulus spending.  Why are they doing it?
B.  What is your stand?  If you don’t have a stand, this course 
might help you develop one.
C. Outline the point/counterpoint.  Pro:  they should stimulate the 
economy to get it going.  Con:  stimulus spending is a big waste 
of money!

2. Lifelong decision making skills can be learned.

3. More effective civic participation.  Eg vote 5



Point Counterpoint
Try to list the point/counterpoint for these issues:

1. University education should be free.
2. The voting age should be lowered to age 16.
3. Beer should be removed from grocery store shelves.
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Let’s think up additional examples.  
Teams of 3 or 4.  Blackboard. Go!



Production vs People!
Charge:  Economists are too concerned with 
production and resources vs people!

Economics = effective and efficient.

= met goal + wasted minimum. (left overs for 
other goals).   Other goals can be people’s 
concerns.

Examples:
● Garbage collection,.
● Big snow plow to plow whole road.
● Assembly line.
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Opportunity Cost.  The OC.
= all that you lose from taking one course of action over another.  
You can apply this to the choices you listed earlier but let’s try a new one…..
 
I’m going to give you $2000.  What would you like to do with it?  Ah, a choice!  
(Possible use of Today’s Meet)
1. Trip to Cuba
2. Big screen TV with DVR
3. Save for a car.
 
OC of CUBA = satisfaction of Choice #2 (IE next BEST alternative).  
Not total of multiple alternatives as you can only do one.
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Economics:  Supply and Demand for ice cream
Ice Cream!
Let’s review page 11, Figure 1.6
In fact let’s draw it right now!!

Do 2 q’s on pg 11 (at the bottom right corner) 
and 2 q’s on p 12 (top left corner).
Yes, draw it.
 
Next:  
Page 12. 
Q1,2,3,4.  
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Economic principles, laws or theories are 
subject to 3 common fallacies.

Fallacy:  
A hypothesis that has been proven false but is still 
accepted by many because it appears at first glance to 
make sense.
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1. Fallacy of Composition
● If 1 farmer grows ‘great’ corn = good.
● If everyone switches, this would likely push 

the price down.
● Also works in REVERSE.  Example: All CDA 

wins from free trade.  But individuals lose 
jobs.
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Because cars create 
less pollution than 
buses, cars must be 
less of a pollution 
problem than buses.

“What is true for the part is true for the whole.” 



2. Post Hoc Fallacy
=“AFTER this therefore because of this” 

(cause and effect fallacy). 
 

● From the Latin “Post hoc ergo propter hoc”. 
● B happens after A.  Therefore A caused B
● Rooster crows, sun rises, therefore rooster caused sun to rise.
● New gov’t elected, economy up, therefore new government caused economy 

to improve.  Really it’s a coincidence!

Your parent/guardian woke you 
up for a test.  You passed.  
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LRT was built.  
Development occurred. 
LRT caused development.



3. Fallacy of single causation
Over simplification.

Stock market crash caused collapse of economy.

BUT other factors = subprime, unfunded pensions.

● Use of coal is why we have global warming.
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Kids are not doing well with math because 
they have not memorized their times tables.



Top 12 logical fallacies
Slide down and review the 12 common fallacies in 
the link below.

http://grammar.about.com/od/rhetoricstyle/a/Top-12-Logical-F
allacies.htm
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http://grammar.about.com/od/rhetoricstyle/a/Top-12-Logical-Fallacies.htm
http://grammar.about.com/od/rhetoricstyle/a/Top-12-Logical-Fallacies.htm


Basic economic tools/concepts
1. Opportunity Cost. OC
2. Production Possibilities Curve.
3. Law of Diminishing returns.
4. The law of increasing returns to scale.
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Opportunity Cost (OC)
Deals with competing products.  
Page 17, figure 1.10 helps us think about the difficult choices we must make 
between competing products.  

● Look at the chart.  Start by making all bread.  
● At 0 ploughs/15000 bread you must give up 1000 loaves to get that first plough made.  

○ Think of 5 people.  All making bread.  
○ Now one person walks over to make a plough.  

● The economic cost of one plough relative to bread is 1000 loaves.  
● Loaves, not dollars!
● Notice that the relative cost increases.  Relative cost = OC = Economic cost!
● Let’s find out why that cost increases by looking at the PPF.
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Production Possibilites Curve: PPC/PPF (frontier)

PPC is used to illustrate scarcity.  = visual of 
production choices in a simple economy.
 Assume:

Only 2 products.  (eg Bread/Ploughs)
  Allows us to focus on trade-offs.

  To increase production of one good means you must 
sacrifice the quantity of the alternate good.

Fixed technology and resources.
        Short time frame therefore no technology increase.
        Can’t get more resources

Economy is at full employment
All productive resources including labour.
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ppC
Chart:

Ploughs (capital item) goods 
used in the production of 
other goods.
(Future production of bread)  

vs 

Bread (products and 
services that satisfy human 
wants.).

20

I’d rather make 
ploughs than bread!  I 
tried making bread 
once.  It flopped.

Do I ever love 
my job. It feels 
great to be a 
master baker.



PPC
Reference:  Page 18, figure 1.11
Assume we start by only making bread.  15000 loaves!  
We want to make some ploughs though.  What do we do?
We send the best plough maker over to make our 1st plough.  
1. She has the whole shop to herself, 
2. Uses the best machines and 
3. Knows what she is doing. 

And she was a terrible bread maker.  So it doesn’t ‘cost’ us much bread!

Think about it now from the other extreme.  
Start by making 5 ploughs and 0 bread.  
If we shift people over to bread making, you know we are going to send the 
awesome bread maker first, with the 3 benefits listed above.  Look at the massive 
bread that first person can make!  Point F to point E.

Read page 18, figure 1.11 to review.
 

 
 
 
 

21

F

E



PPC Point L.  
We don’t make it.  

Why!? 
● Unemployment
● Uncultivated land
● Idle machines
● Human error
● Wastage
● SnapChat

Point M 
= unattainable today.  

How get it later?  
● Pop growth
● Technological advances
● Capital Investment
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Max potential output that can be produced for each of the 2 products. 
Goal: Hit the curve in the short term.

Expand the curve long term.

L

M



Law of diminishing returns
= output will increase when input 
increases to a point. 

Deals with relationship between 
inputs and outputs.
 
Eg. 10 hectare farms.  
Fixed/constant area but can hire 
workers (variable).  
Note that one input (land) is held 
constant.
  
Workers trip on each other 
eventually.
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Man, this is taking 
forever.  I’m so 
unproductive!

We are so at 
the point of 
diminishing 
returns!

Hmm...land is fixed, workers are 
variable.  But we are loading 
onto one truck (variable).  If the 
farmer bought another truck, we 
could be more productive again!!

I need a 
drink of 
water.



The law of increasing returns to scale. (Economies of scale)
Same as before but all productive 
resources are increased.  

Overall scale has increased.

Double output when double inputs.

Then more than double output when 
double again the inputs 
(teamwork/specialization).

This is why we have factories and 
factory farms.
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I’m a free 
range 
goat!



Reality
4 workers make 10 chairs.

8 workers make 20 chairs.

16 workers make 50 chairs.  
They more than double the output because 
they change the way they work to a more 
efficient method.

In reality, productive resources are limited 
and therefore ‘law of diminishing returns’ 
returns. 25

Thank goodness we got 
a big order.  Now we can 
be super efficient and 
keep this business alive!



Homework
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Page 22.  Q 4 and 5.
Page 24.  Q3,4,6.  
Let’s do #6 in a table 
via groups!
Page 25.  Q11


