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PowerPoint® Lecture Presentation
to accompany
Principles of Economics, Third Edition
N. Gregory Mankiw

Prepared by Mark P. Karscig, Central Missouri State University.
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... The word economy comes from a Greek
word for “one who manages a household.”
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“There is no such thing as a free lunch!”
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» Guns v. butter
Food v. clothing
e Leisure time v. work
« Efficiency v. equity

Making decisions requires trading
off one goal against another.
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» Whether to go to college or to work?
» Whether to study or go out with friends?
» Whether to go to class or sleep in?

* opportunity cost
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» Marginal changes
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People make decisions by comparing
costs and benefits at the margin.
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* Market failure
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* an externality,
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Summary

* When individuals make decisions, they face
tradeoffs among alternative goals.

» The cost of any action is measured in terms of
foregone opportunities.

 Rational people make decisions by comparing
marginal costs and marginal benefits.

 People change their behavior in response to the
incentives they face.

0,255 §30m St ity 5 Aoz

Mehdy.morady.g@gmail.com

Summary

* Trade can be mutually beneficial.
» Markets are usually a good way of coordinating
trade among people.

» Government can potentially improve market
outcomes if there is some market failure or if
the market outcome is inequitable.
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Summary

 Productivity is the ultimate source of living
standards.

« Money growth is the ultimate source of
inflation.

« Society faces a short-run tradeoff between
inflation and unemployment.
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