Performance Objectives

Module 1

Students should:

· Understand the definition of economics and why scarcity is crucial to our analysis.

· Define and give an example of the different types of resources used in our economy.

· Explain the payments that go to the owners of each of these resources.

· Explain the assumption of rational self-interest: why is it important? 

· Explain the role that incentives play in determining our behavior and the economic choices we all make.

· Explain what marginal analysis is and be able to perform an example of it.

· Differentiate between microeconomics and macroeconomics, and provide a few examples of the kinds of questions that are asked and answered by each.

· Explain the important parts of any economic model: what is the question; what are the variables; what are the assumptions; what is the hypothesis, how do we test the hypothesis?

· Explain the difference between a natural science and a social science, and how it sometimes makes the job of economics (answering questions about how the world works and why) very difficult.

· Explain the importance of the assumption of ceteris paribus. 

· Explain the difference between positive and normative economic statements, and be able to provide a few examples of each.

· Explain the fallacy that correlation is causation (or association is causation). Provide an example where two things may be correlated but neither may be causing the other specifically.

· Explain the fallacy of composition.

· Explain the law of unintended consequences – the mistake of ignoring secondary effects of any economic event or government action.

Appendix:

While we try to keep the math as light as possible, so that students learn economic concepts instead of memorizing equations, there is always going to be some math in any course on the principles of economics. It will be important that you be able to do a variety of basic mathematical tasks, so don’t think you’ll be able to fake it and get by – your understanding of the material (and your grade) will suffer greatly. You need to be comfortable with basic addition, subtraction, addition and multiplication. You should also be able to do each of the following:

· Understand the difference between horizontal and vertical axes.

· Calculate the slope of a line.

· Understand the difference between positively and negatively sloped lines, and what they imply about the relationships between the two variables. (For example, if you were to plot the daily temperature of a city on the horizontal axis and the amount of ice cream consumed in that city daily, what do you think that line would look like? Why?)
· Understand how to determine whether the slope of a line is increasing or decreasing on a curve (instead of a line, where the slope is constant).

· Explain what it means for two curves to be tangent to each other.

· Calculate the area of a rectangle.

· Calculate the area of a triangle.

· Calculate the percentage change in a variable as it goes from one value to another.

· Understand when a line (showing the relationship between two variables) will shift and when we simply move along that line. This will be CRUCIAL in this class. 
If you cannot do any of the things listed above, you should brush up on your math skills by immediately reviewing the appendix to Chapter 1, reviewing a math textbook, or getting help from your professor or a tutor. Do not delay in this – get help immediately for this or you will not be able to grasp the material in this course.

