1. People face trade-offs

We have to balance efficiency with
equity (fairness)

Should | buy a new phone or
lease one?

Do | want the government to
spend our budget on schools
or the military?

2. The cost of something is
what you give up to get it

Because we have to make trade-offs - our
decisions are based on comparing the
costs and benefits of each option

Buying a house means that
we don't have as much
money to go out...

3. Rational people think at
the margin

Is the benefit you gain from doing
something worth the effort?

Is going to the gym more
frequently going to get you to
your fitness goals?

Is eating the cupcake going to
ruin them?

4. People respond to
incentives

Incentives can be both positive and
negative. They can even be positive for
negative reasons (and vice versa).

’
Oh Look: A buy one get one
free sale!
But wait. These prices seem
higher than normal?!
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8. The standard of living
depends on a country’s
production

Differences in living standards lies in
differences in productivity

To boost living standards the
policy needs to raise
productivity by ensuring that
workers are well educated,
have the tools needed, and
have access to technology.

9. Prices rise when the
government prints too
much money

When the government creates a large
amount of money, the value of money
falls

In Germany in November of
1923, a loaf of bread cost
200,000,000,000 marks due
to hyperinflation

10. Society faces a short-
run trade-off between
inflation and
unemployment
The short-run effect of injecting/adding

money into the economy is lower
unemployment and higher prices.

’ Higher interest rates will reduce
consumer spending and investment
« leading to lower aggregate demand.
This fall in aggregate demand will
lead to lower inflation.




