Economics 103
Lecture #1

Administration: About Me

·       Name … Doug Allen

         Office: WMX 2670

          Phone: 3445

          Hours: After Lecture/ Appointment

                - I can’t sign you in or out.

                         - Tutorial swaps must be done by 3rd week.

Administration: About the Web Page

· Web: www.sfu.ca/~allen/103.html
Administration: About the Books

1.  Candide: 

                  - just read for fun for now.

                  - look at last assignment around 

                     midterm.

2. The Greatest Textbook ever ...

                 -available at:

                      www.mcinnescreekpress.com

Administration: About the Course

          This will either be the best or worst course you ever take. 

     ….  Why?

   Because it is a course about thinking like an economist … not a course about economics. 

Thinking like an economists requires the following skills: 

· Being Analytical.

· Recognizing the model is sequential.

· Being logical/mathematical.

              -We will not use anything beyond grade 9 math.

              - However, we use calculus ideas.

                                      “the margin” 

                                      “elasticity”

                                      “slopes at points”  etc.

Thinking like an economists requires the following skills: 

· Being Analytical.

· Recognizing the model is sequential.

· Being logical/mathematical.

· Being intuitive.

                  - the economic model is made up of parts, but it works together to generate an equilibrium.

                  - understanding “in” and “out” of equilibrium requires and “economic intuition.”

                  - endogenous vs. exogenous variables.

Administration: About Assignments

    * Get to know some people in your tutorial.

    * Work in groups with them.

    * Hand in one assignment per group.

  You cannot hand in assignments across tutorials.

Administration: Notes

    * I challenge you …

        - to mostly listen.

        - use a notepad for minimal notes.

        - on the day of the lecture, expand the minimal notes.

Testimonial:

    To: allen@sfu.ca
 From: xxxxx@sfu.ca
Subject: about course
Date: Mon, 14 Jan 2004 23:33:54 -0700
 
Dear Allen,

 My name is Xxxx, a student in your ECON class
last semester  I am writing you an e-mail to ask if I can have a reference letter from you.

…  I am telling the truth that your course is the most interesting course I have ever taken in SFU, and I think this is the important reason that inspires me to do my further study in Economics. I was really bad at the beginning actually.The first midterm I got only 49%, which was the lowest score I had ever got in my life. Later I talked to you and actively attended class, and also followed your words by rewriting the notes everytime after class. I became more and more interested in it and the second midterm I had improved my
score to 98%. I kept studying hard and got A+ for my final grade. … 

Administration: About Grades

  * I use a modified “Peter Kennedy Rule”

Let the Fun Begin!

…With a few Questions:

· Here’s a typical Langley Drug Dealer

· Why did the British march around in tight formations and bright red uniforms?

· Why did the British lose the American Revolution?  

· Was it because of …

* Aaron Burr, VP of the U.S. shot and killed the secretary of the treasury Alexander Hamilton in a duel … nothing happened to him. 

· Why is this soup can shaped like this:

· And What do you notice about this clip:

· But this raises the question: …

     …. What is ECONOMICS?

Economics is:

   A particular way of thinking about behavior.

      - people have objectives, and they tend to choose the best way to achieve them.

· Economics is not:

      - a set of facts, easy to look up, but hard to   remember.

      - a way of thinking about just business, the market, GNP.

      - a way of predicting the future.

· Economics is about all types of human behavior.

· Such as:

· Business behavior:

      - Why does Disney charge one price to get in, and nothing for the rides?

      - Why does every car have a heater, but not air conditioning?

      - Why are there coupons?

     - Why do people get paid differently and different amounts?

2. Legal Behavior:

  - why did the crime rate drop in the 1990’s?

  - why did divorce rates increase in the 1970’s?

  -why can’t you sell your children, your kidney, or your student card?

  - should there be gay marriage?

  - why can’t there be voluntary slavery?

3. Family Behavior:

  - why are only children spoiled?

  - why do you share in marriage

  - what is the value of a housewife?

  - why are adultery rates for wives like:

     but for husbands:   

4. Farm Behavior: 

· Why were there only mules in the south?

· Why share crops? Why in simple fractions?

· Why are only Holsteins used for veal?

· Why all the dinky little farms in the Fraser Valley? 

5. Any other type of Behavior:

· Why do some roads in Vancouver have flower planters in the middle?

· why are there no more 400 hitters in baseball?

· Why are most windows rectangular?

Some seem more economic than others, but …

· Economics, as a discipline, has three characteristics:

· 1. It is scientific.

    - we use models, because we just can’t think from scratch all the time.

                            - the hiker on the hill.

      - our models are formal, and explicit.

                            - infamous can-opener. 

      - our models should be testable.

                            - epi-circles.

2. It is an art.

    - there are good and bad explanations.

                           -tastes vs. constraints

    - a good economist senses what variables matter and what don’t.

                           - price of tea in China.

    - a good economist has an intuition about the explanation.

3. It is ultimately, like all science, pure religion.

 - in the end we accept much of our model on faith.

 - we view all individuals as fundamentally the same.

              -everyone behaves according to the model.

              - the “dismal science” 

 - I’m your preacher.

· So, what is the Economic Model?

 - it is a set of assumptions, we call Principles

                               +

    a set of constraints, leading to conclusions.
· There are two types of issues we’ll address in this class:

 1. Issues related to the volume (quantity) of trade and the terms (price) of trade.

                   -about 80% of course.

 2. Issues related to how we trade (the rules).

Next time we begin with our first principle:

The Principle of Maximization.

