
Issues and Methods of Economics

Economics studies the choices of society.  These choices include what industry shall be expanding, which taxes are most condusive to rising income standards, the costs and benefits of free trade, the most effective ways to reduce unemployment. Every society meets certain conflicts because its resources are limited.  The use of graphs are most important and will be shown that they are very useful, but may be less accustomed to use graphs to show ideas.  A graph distinguished by manufactured goods and food is connected by a production possibilities curve which marks the boundaries of all choices that are attainable and unattainable.  All points on or below the production possibilities curve are attainable.  The negative curve of the slope shows we must make a choice or a tradeoff.  In order to get stuck at an inefficient point, there must be a long recession, unemployed men and women and unused machines in factories.  Furthermore, even if we have no unemployed resources, we could have a bad use of those resources.  For example, suppose we have all the people who particular are good farmers employed in the manufacturer sector, and all the people who are good at manufacturing growing crops.

Let's say point B is on the curve, then that point would be more efficient than a point within the curve.  On the other hand, the distribution on point B of these goods where one particular group has several where others receive nothing.  The production possibilities curve is used to display how economists measure costs.  Economists state that the cost of producing food is the foregone alternative of manufactured goods.

"The opportunity cost of any action is the value of the best foregone alternative."  Which means what you have to give up, to get take that action. The curve previously discussed is also viewed as an opportunity cost.  The production of one good requires the sacrifice of another.  There are two main ways that we can expand our production possibilities curve: we can improve our technology or we can get more resources.  One way to improve our technology is to use production methods involving increased specialization.  The more workers do more precise tasks and getting good at it, the more productive they become.  These are one of the most important ways nations have become wealthy.  The production possibilities curve can also shift out if we acquire more input.  Investment being an example of how we can get more capital goods, by withholding some of our resources from producing either food or manufactured consumer goods, we can use the leftover resources to invest in more machines, factories and research.  Hence, by doing this we pull the production possibilities curve closer to the origin. If labor becomes more productive, we will have higher standards of living in the future.  

"Minimum wage laws are good because they redistribute income from the rich to the poor."  It's a good thing to redistribute income from the rich to the poor.  The positive part of this preposition is that the minimum wage laws redistribute income from the rich to the poor.  To examine what minimum wage laws do, a model is needed that is called the unskilled labor market.

Firms- the demanders of labor

Households- the suppliers of labor

The supply curve has an upright slope from left to right.  On the other hand, the demand curve has a downward slope from left to right.  The level of employment and the levels of wages are determined  are interacted by these slopes.  Excess demands indicates unfilled job vacancies.  Provinces with highly minimum wage rates are the ones with the highest proportion of unemployed in the unskilled category.  One of the major results of minimum wage legislation is to create unemployment towards a great number of people.  

Therefore, everything mounts up to the fact that economics is the study of choices, revolving around opportunity cost, tradeoff between efficiency and equity, positive and normative statements and supply and demand.


