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Lecture 1      Introduction to EC202: what is this course about? 

Microeconomics is usually defined by most text-books as the study of  “ the 
allocation of scarce resources amongst alternative uses or competing ends”. 

 

The typical microeconomics model has: consumers deciding on the mix of goods 
and services to consume, firms deciding what factors to purchase to produce their 
desired output of goods and services, and what prices to sell them at. 

 

And the locus of these two sets of decision-making and the focus of micro-
economic theory are “markets” where the forces of supply and demand then 
determine the prices of all goods and services, and all the factors of production 
(which give you incomes). 

 

But Nicholson and Snyder have the interesting quote from Alfred Marshall:  
“economics is the study of mankind in the ordinary business of life”:  this is a 
much wider definition- assuming that “mankind” includes “women” 

 

This definition also includes how households allocate their unpaid labour  

 

And also all kinds of traditional non-market ways in which resources are allocated 
in the Pacific and elsewhere. 
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The neoclassical micro model then goes on....  that  IF... 

Key assumptions are satisfied about rational consumers maximizing “utility” 

 

Firms maximize their profits 

 

Markets are perfectly competitive 

 

There are no “externalities” 

 

THEN  the eventual long-term outcome is an ideal efficient economy 

 

The state of Pareto Optimality-  “where no-one can be made better off, without 
making some-one else worse off”.   

 

Anything that does not fit into this model is seen as an “aberration” from the 
ideal world.  
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In this “private sector world” appears a neutral “government” or “state”  which 

Supposedly acting in the “public” interest 

 

With the ultimate force that governments in control are able to wield 

 

Makes decisions on taxation, tariffs, subsidies, all kinds of government 

expenditures on education, health, roads, water, sewerage, military, police etc 

 

Inevitably, these government actions affect the markets for consumers, firms, 

and owners of factors of production 

 

And have some influence on the eventual outputs and prices of goods and 

services and factors of production (incomes). 

 

Not forgetting that governments also have the responsibility of enforcing the 

“rule of law” and laws which govern all behaviour in the economy (including 

the laws of contract etc which are so dear to the legal profession) 
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Like most microeconomics texts, this course will also cover the theories of 

consumer behaviour, firms’ production and costs, income distribution, 

 

perfect competition and general equilibrium 

 

behaviour of different market structures, especially theories of monopoly, 

monopolistic competition and oligopolies 

 

externalities, public goods and welfare economics 

 

Impact of government interventions 

 

And as many Pacific examples as we can draw upon. 
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We will examine the detailed micro-economics of issues 

Who bears the real burdens of the taxes that are imposed by government? (VAT? 
company tax, excise tax on water exports, tariff protection?) 

 

why would the reality of economies of scale in manufacturing imply that a regional 
agreement like  PICTA is likely to turn out to be a future “stumbling block” rather than a 
“building block” as is claimed? 

 

Why do major monopolies flourish, often with government  protection, while the 
economies perform so poorly? eg telecommunications monopolies 

 

What happens in a monopoly market when a competitor appears on the scene? 

 

Why cannot governments leave the provision of health or education services purely to 
market forces and “user pays principles”?   But how much should governments provide 
and to whom? Is everyone entitled to a heart bypass? 

 

How can one best protect the environment? market mechanism, or by decree? 

 

Does Minimum Wages legislation help workers or harm them? 
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But I want you to examine not just the trees,  but examine what is 

happening to entire forests that comprise our economy: take heed 

Sherlock Holmes and Dr Watson go on a camping trip. After a good dinner and a bottle 

of wine, they retire for the night, and go to sleep. Some hours later, Holmes wakes up 

and nudges his faithful friend. "Watson, look up at the sky and tell me what you see."  

 

"I see millions and millions of stars, Holmes" replies Watson.   "And what do you deduce 

from that?" asked Holmes.   

 

Watson ponders for a minute.  "Well, astronomically, it tells me that there are millions of 

galaxies and potentially billions of planets.  

Astrologically, I observe that Saturn is in Leo.  

Horologically, I deduce that the time is approximately a quarter past three.  

Meteorologically, I suspect that we will have a beautiful day tomorrow.  

Theologically, I can see that God is all powerful, and that we are a small and 

insignificant part of the universe. What does it tell you, Holmes?"  

 

Holmes is silent for a moment.  

"Watson, you idiot!" he says. "Someone has stolen our tent!"  
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What systemic Pacific island developments can we examine as part of 

a microeconomics course? 

Why is there the continued shift from local, often more nutritious foods, to less 
nutritious foods which often are associated with serious health problems such as 
diabetes and heart problems; junk food, “noodle wars” etc 

 

What is there about indigenous Fijian land ownership patterns that seem to 
discourage commercial exploitation of the land by Fijians themselves? 

 

What are the crucial factors that all of a sudden, within seven years, create a 
hundred million dollar industry out of a plentiful supply of a commodity which 
also comes of the taps and once upon a time was used by economists to illustrate 
the paradox that an absolutely valuable commodity had a zero price while a 
fairly useless commodity like diamonds, had extremely high prices. 

 

Why is it that necessary micro-economic reforms (eg the rail/lorry cane 
transport system in the sugar industry) which economists know are necessary, 
do not actually take place? 

 

What explains the continued gender biases in our economies? eg What does 
microeconomics have to say about the work done by housewives? 
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Also examine a few “macro” questions which require “micro” analysis 

Why do industries in the Pacific (utilising comparative advantage national resources), 
which should be flourishing, in reality stagnate or not even come into life? 

 

What factors go into deciding how a “country” chooses how much of public tax-payers’ 
money to use on “military” purposes and on “education” or “health”? 

 

How is it that supposedly “sensible” or “rational” decisions made by billions of 
consumers and millions of firms around the world might still result in catastrophe for the 
world economy: global warming; species extinction; destruction of environments 

 

How can something called the Global Financial Crisis totally devastate asset prices and 
devastation of stock markets throughout the world, almost leading to world recession? 

 

Are governments really “class-neutral” in their public policies?  

 

We will also examine very critically, the methodology of neoclassical microeconomics in 
the light of our Pacific island and supposedly non-materialistic value systems (and there 
are many) 
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It may be seen that if micro-economics is able to throw some light on 

these real Pacific issues, it will be useful to students 

To also understand how microeconomics helps in the understanding of theories 

of Public Finance, International Economics, Monetary Economics, Gender 

Economics, Labour Economics, and Development Economics in general. 

 

We shall try and bring in as many applications from these higher level 

economics applications. 

 

Students are encouraged to contribute their own perspectives, informed by  their 

knowledge and experience of their own countries’ economies and interests 

 

At tutorials and in your examinations responses you will be assessed for your 

contributions  
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Students: please note the lessons from “The Practice”/”Boston Legal” 

The intellectual essence of this fascinating TV series, apart from the sex, homophobic 

jokes,  and silliness, is the presentation of legal issues in a profound “double-edged” way 

 

That the ordinary viewers will often be equally divided - with the opposing arguments 

made by the lawyers being equally convincing 

 

 Quite often a defending lawyer may even believe that the person they are defending are 

guilty, but they have to defend them to the best of their ability 

 

And often the prosecuting lawyer will feel that the accused may be innocent, but they 

have to be prosecuted to the best of their ability 

 

And justice is then done by the jury who listens to both sides, argued as strongly as 

possible. 

 

Students therefore must be able to understand and explain equally, the opposing views to 

whatever issues we are looking at: not just regurgitate what you think Wadan, or Fozia or 

Nalini think. 
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And mathematics in this course?  

Unfortunately for some (and fortunately for others), basic mathematics (algebra 

and calculus) enables the explanation of many parts of the micro-economics 

model very succinctly and rigorously. While alternative explanations of similar 

rigour using geometry and text are laborious and time consuming.   

 

Students are free to choose which approach to use 

 

Beware: those who use mathematical approaches will be expected to be 

extremely accurate (exams will be structured to discourage “rote learning” 

answers- dangerous to memorise equations without understanding) 

 

Equally: those who use geometry and text will have to be comprehensive and  

logical in their explanations. 

 

There will also be a simple introduction to the use of econometrics to throw 

light on microeconomic issues. 
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Textbooks and readings.... 

The text-book that had been prescribed previously for this course 
is Nicholson and Snyder 

 

There are other books also in the library and some on reserve 

 

My lectures do not follow the same order as any of these text-
books 

 

We will not be putting power-point presentations on “Class Share” 
as students then don’t bother to attend lectures  OR read the text-
books (except for my original data and graphs etc). 

 

All you will see on Class Shares are outlines of lectures, and even 
that will be 2 weeks late. 
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Tutors and tutorials 

The tutors are Ms Nalini Lata and Artika Prasad, who will also contribute to 
lectures now and then. 

 

They will be taking the tutorial classes and assessing your contributions in the 
classes, essays and mid-semester tests (amounting to 10).   

 

They will be totally in charge of course assessment and their advice will largely 
determine the final grades of all students, including  marginal students. 

 

They will be available for consultation at the times they give you. 

 

The tutors will not take kindly to “lazy” students who do not do their 
background readings first before asking for “clarification” or help. 

 

Note the regulations on asking for re-assessment of marks. 
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Assessment... note the specific days for tests and essays.  You miss it => 0 

Test 1 (Lecture 3 in Week 4)    15% 

Test 2 (Lecture 3 in Week 11)     15% 

 

Tutorial marks      10% 

 comprising 

 Tutorial quizzes (weeks 3, 7 and 12) (6%) 

 Tutorial attendance (other weeks)  (4%) 

 

Essay 1 (15 minutes in week 3, Lecture 3)    5%  

Essay 2  (15 minutes in week 10, Lecture 3)         5% 

  Total course work     50% 

  Final Examination      50%. 

TOTAL        100% 
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Final Grade Distribution EC202 Semester 2009 

Note: you will have to earn your A or A+. 

Grade Total %

A+ 7 2.7

A 7 2.7

B+ 29 11.3

B 30 11.7

C+ 41 16.0

C 75 29.3

D 41 16.0

E 26 10.2

All 256 100.0

Pass rate 73.8

Failure rate 26.2

Percentage Distribution
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What you get out of this course 

Will depend on what you put in. 

 

 

What works usually is 

 

 

99% perspiration and  

 

 

1% inspiration (and that includes guess work) 

 

 

Hope you enjoy the course 

 


