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OO00(@O)OoOo- O0d (Michael Parkin) O O O O O O Michael ParkinJ received his training as an
economist at the Universities of Leicester and Essex in England. Currently in the Department of Economics at the
University of Western Ontario, Canada, Professor Parkin has held faculty appointments at Brown University, the
University of Manchester, the University of Essex, and Bond University. He is a past president of the Canadian
Economics Association and has served on the editorial boards of the American EconomicReview and the Journal
of Monetary Economics and as managing editor of theCanadian Journal of Economics. Professor Parkin's research
on macroeconomics,monetary economics, and international economics has resulted in over 160 publications in
journals and edited volumes, including the American Economic Review, the Journal of Political Economy, the
Review of Economic Studies, the Journal of Monetary Economics, and the Journal of Money, Credit and
Banking.He became most visible to the public with his work on inflation that discredited the use of wage and price
controls. Michael Parkin also spearheaded the movement toward European monetary union. Professor Parkin is an
experienced and dedicated teacher of introductory economics.
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O 0 0 0O O O Definition of EconomicsALL ECONOMIC QUESTIONS ARISE BECAUSE WE want more than
we can get. We want a peaceful and secure world. We want clean air, lakes, and rivers. We want long and healthy
lives. We want good schools,colleges, and universities. We want spacious and comfortable homes. We want an
enormous range of sports and recreational gear from running shoes to jet skis. We want the time to enjoy sports,
games, novels, movies, music, travel, and hanging out with our friends.What each one of us can get is limited by
time,by the incomes we earn, and by the prices we must pay. Everyone ends up with some unsatisfied wants.What
as a society we can get is limited by our productive resources. These resources include the gifts of nature, human
labor and ingenuity, and tools and equipment that we have produced.Our inability to satisfy all our wants is called
scarcity. The poor and the rich alike face scarcity. Achild wants a $1.00 can of soda and two 50~ packs of gum but
has only $1.00 in his pocket. He faces scarcity. A millionaire wants to spend the weekend playing golf and spend the
same weekend at the office attending a business strategy meeting. She faces scarcity. A society wants to provide
improved health care,install a computer in every classroom, explore space,dean polluted lakes and rivers, and so
on. Society faces scarcity. Even parrots face scarcity!Faced with scarcity, we must choose among the available
alternatives. The child must choose the soda or the gum. The millionaire must choose the golf game or the meeting.
As a society, we must choose among health care, national defense, and the environment.The choices that we make
depend on the incentives that we face. An incentive is a reward that encourages or a penalty that discourages an
action. If the price of soda falls, the child has an incentive to choose more soda. Ifa profit of $10 million is at stake,
the millionaire has an incentive to skip the golf game. As computer prices tumble, school boards have an incentive
to connect more classrooms to the Internet.Economlea is the social science that studies thechoices that individuals,
businesses, governments,and entire societies make as they cope with scarcity and the incentives that influence and
reconcile thosechoices. The subject divides into two main partsMicroeconomicsMacroeconomics [ [ [

[0 MicroeconomicsMicroeconomics is the study of the choices that individuals and businesses make, the way these
choices interact in markets, and the influence of governments.Some examples of microeconomic issues are: Why
are people buying more SUVs and fewer minivans? How would a tax on e-commerce affect Amazon.com?] [0 [
O O MacroeconomicsMaeroeeonomics is the study of the performance of the national economy and the global
economy. Some examples of macroeconomic issues are: Why did production and jobs shrink in 2001? Why has
Japan's economy stagnated? Can the Federal Reserve bring prosperity by cutting interest rates?’REVIEW QUIZ1
List some examples of scarcity in the UnitedStates today.2 Use the headlines in today's news to provide some
examples of scarcity around the world.3 Use today's news to illustrate the distinction between microeconomics and
macroeconomics.incentivel] [J economicsl] O O scarcity[] [J [0 microeconomicst] [J [0 [0 [J macroeconomics
ooooo
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