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Preface

In preparing this ninth edition, we had three primary goals.
First, we wanted to incorporate the sweeping changes in
the United States and world economies we have all wit-
nessed in the last several years, and the difficulties that the
world economics have continued to experience in recover-
ing from the severe economic downturn. Second, we strived
to update this edition to reflect the latest exciting develop-
ments in economic thinking and make these accessible to
new students of economics. Finally, we wanted to stay true
to the philosophy of the textbook—using basic concepts of
economics to explain a wide variety of timely and interesting
economic applications.

» WHAT’S NEW TO THIS EDITION

In addition to updating all the figures and data, we made a
number of other key changes in this edition. They include
the following:

* At the beginning of each chapter, we carefully refined
our Learning Objectives to match the contents of the
chapter closely. These give the students a preview of
what they will learn in each section of the chapter,
facilitating their learning.

* We discuss in Chapter 6 whether the recent major
recession permanently affected labor force participa-
tion.

* We discuss in Chapter 8 the position of the pessimists
who think that technological progress has slowed down.

* We also introduce in Chapter 8 the idea of controlled
experiments in economic policy, as these experiments
have been very influential in recent policy develop-
ments.

* We discuss in Chapter 13 the rationale and application
of “stress tests” as a new tool for financial regulation.

e We introduce Janet Yellen, the new Chair of the
Federal Reserve, in Chapter 14, and discuss her prior
experience before she assumed her current role

* We revised and expanded our discussion of the euro
in Chapter 19, reflecting the serious challenges now
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facing the European Monetary Union, particularly
with the experience of Greece.

We also incorporated a total of 44 exciting new Appli-
cations into this edition, including five in the common
chapters (Chapters 1-4), 22 in macroeconomics, and
17 in microeconomics. In addition, we incorporated a
total of 14 new chapter-opening stories, including one
in the common chapters, seven in macroeconomics,
and six in microeconomics. These fresh applications
and chapter openers show the widespread relevance of
economic analysis.

In the chapters common to macroeconomics and
microeconomics, the new applications include housing
prices in Cuba (Chapter 1), property rights in urban
slums (Chapter 3), and the effects of winds from the
Sahara Desert on the price of chocolate (Chapter 4).

In the macroeconomics chapters, the new applica-
tions include understanding the links between unem-
ployment and unemployment insurance (Chapter 6),
how the government promotes high levels of savings
in Singapore (Chapter 7), how Greek citizens hoarded
euros as the talk of crisis grew (Chapter 13), new
research on “ underwater” homeowners (Chapter 12),
the debate on secular stagnation (Chapter 15), and how
accounting for “missing” international financial flows
changes our thinking of global investment patterns
(Chapter 19).

In the microeconomics chapters, the new applications
include the market effects of a luxury tax (Chapter 21),
the neuroscience of the “cola wars” between Coke and
Pepsi (Chapter 22), the time path of blueberry prices
triggered by publicity about the health benefits of eat-
ing blueberries (Chapter 24), the new advertising pro-
gram for dairy products, “Milk Life” (Chapter 27),
genetic discrimination in insurance (Chapter 29), clear-
ing space debris (Chapter 30), responding to climate
change by washing carbon out of the air (Chapter 31),
and proposals to expand the earned income tax credit
(Chapter 32).



» APPLYING THE CONCEPTS

"This is an Applications-driven textbook. We carefully selected over 130 real-world Applications that help students develop
and master essential economic concepts. Here is an example of our approach from Chapter 4, “Demand, Supply, and Market

Equilibrium.”

Application 1

THE LAW OF DEMAND FOR YOUNG SMOKERS

APPLYING THE CONCEPTS #1: What is the law of demand?

As price decreases and we move downward along the market
demand for ci ttes, the quantity of ci
increases for two reasons. First, people who smoked cigarettes
atthe original price respond to the lower price by smoking more.
Second, some people start smoking.

In the United States, cigarette taxes vary across states,
and studies of cigarette consumption patterns show that higher
taxes mean less cigarette consumption by youths. Using data

that increases in state cigarette taxes between 1990 and 2005
resulted in less participation (fewer smokers) and lower fre-
quency (fewer cigarettes per smoker).

A change in cigarette taxes in Canada illustrates the sec-
ond effect, the new-smoker effect. In 1994, several provinces
in eastern Canada cut their cigarette taxes in response to the
smuggling of cigarettes from the United States (where taxes are
lower), and the price of cigarettes in the provinces decreased
by roughly 50 percent. Researchers tracked the choices of 591
youths from the Waterloo Smoking Prevention Program and
concluded that the lower price increased the smoking rate by
roughly 17 percent. Related to Exercises 1.6 and 1.8.

'SOURGES: Tony Wirjanto, “Estimating Cigarette
Taxes on Youth Smoking Participation, Iitiation, and Persistence: Empirical Evi-
dence from Canada,” Health Economics 19 (2010), pp. 1264-1280. (2) Christopher
Garpentera and Philip J. Gook, “Cigarette Taxes and Youth Smoking: New Evi-
dence from National, State, and Local Youth Risk Behavior Surveys,” Journal of
Health Economics 27 (2008), pp. 287-299.

from the Youth Risk Behavior Surveys (YSBS), one study shows

For each Application and Applying the Concepts
question, we provide end-of-chapter exercises
that test students’ understanding of the concepts.

21

Each chapter includes three to five thought-provoking
Applying the Concepts questions that convey impor-
tant economic concepts, paired with and illustrated by
an Application that discusses the concept and conveys its
real-world use.

4.10 Crop Insurance. Consider a state in which farmers are
divided equally into two types: high risk and low risk.

The average annual crop loss (and possible insurance

claim) is $200 for a low-risk farmer and $1,200 for a

high-risk farmer.

a. If all farmers were to buy insurance, what is the
break-even price for the insurance company?

b. Suppose a farmer will purchase insurance only if the
price (the annual premium) is no more than 50 per-
cent higher than his or her average crop loss. What
is the equilibrium price?

4.11 Safety Rebate from the Insurance Company. In

2010 a leading insurance company started a policy that

s a policyholder a 5 percent rebate on his or her
insurance premium in any year in which the driver does
not file an insurance claim. For example, a household
with an annual premium of $1,200 will get a $60 rebate
check each year it does not file a claim. Explain the
rationale for the rebate policy. What problem is the
policy trying to solve? (Related to Application 4 on
page 653.)

The Economics of Consumer Search

Use the marginal principle to describe optimal search by
consumers.

5.1 The reservation price is the price at which the con-
sumer is about additional search, meaning
that the of search equals the .

5.2 Ifaconsumer knows that TVs are available at BestBuy
at a price as low as $200, it is sensible not to continue
shopping until the consumer finds the lowest-price
store. (True/False)

5.3 Suppose the range of prices for a cooking book is $30
to $70 and your discovered price (lowest price so far)
is $48. If you visit one more store and discover a lower

price, the best guess for a lower price
the savings if you discover this lower price is

5.4 As the opportunity cost of search time in
reservation price (increases,
and the amount of search time
decreases).

5.5 A doubling of prices (increases,
the marginal benefit of search at a given
price, and the percentage gap between tl
tion price and the lowest price
decreases).

5.6 A study of consumer search for liquid dete|
mated thata doubling of income decreased
of search by roughly (1,14, 50,
(Related to Application 5 on page 657.)

5.7 Compute the Reservation Price. Suppos|
of prices for a consumer good is $20 to §
prices in this range are equally likely.

a. Fill in the blanks in the table.

Discovered price (lowest so far) $40
Probabilty of discovering lower
price in next visit

Best guess of lower price
Savings if lower price is
discovered

Marginal benefit: Expected
savings from additional visit

b. If the marginal cost of search is $1.25,
tion price is .
5.8 Internet and Reservation Prices. Consi

try that initially has no Internet service or

50 consumers must travel to stores to get if
about prices. Use a graph to show the effe

ducing Internet service on the reservation|
consumer good.

ECONOMIC EXPERIMENT }

ROLLING FOR LEMONS

In this experiment, students play the role of consumers pur-
chasing used cars. Over half the used cars on the road (57%)
are plums, and the remaining cars (43%) are lemons. Each
consumer offers a price for a used car and then rolls a pair of
dice to find out whether he or she gets a lemon or a plum. In
general, rolling a big number is good news: To get a plum,
you need to roll a big number. The higher the price you offer,
the smaller the number you must roll to get a plum. Here is
how the experiment works:
* Each consumer tells the instructor how much he or she is
offering for a used car and then rolls the dice.
* The instructor tells the consumer whether the number
g2 rolled s large enough to geta plum. If the number is not
large enough, the consumer gets a lemon.

* The consumers’ scores equal the difference b
maximum amount they are willing to pay for

KEY TERMS

featherbedding, p. 715
income effect for leisure
demand, p. 708

input-substitution effect, p. 706
labor union, p. 715
learning effect, p. 714

long-run demand curve
for labor, p. 706

marginal product of labor, p. 704

marginal-revenue product
of labor (MRP), p. 704

market supply curve
for labor, p. 709

EXERCISES | Allproblems are assignable in Mylab Economics.

The Demand for Labor

Explain why competition generates wages equal to marginal
revenue product.

means-tested programs, p. 720
output effect, p. 706
short-run demand curve
for labor, p. 704
signaling effect, p. 714
substitution effect for leisure
demand, p. 708

1.1 The marginal revenue product of labor equals per subscriber per month. As a result, the publisher
times . increases the monthly price of a subscription by 20 per-
1.2 Aprofit-maximizing firm will hire the number of work- cent. How will the new law affect the monthly income

ers where equals of the typical news kid?

1.9 Demand for Airline Pilots. Comment on the follow-
ing: “There is no substitute for an airline pilot: Some-
one has to fly the plane. Therefore, an increase in the
wage of airline pilots will not change the number of

pilots used by the airlines.”

1.3 Your favorite professional team is considering hiring a
new player for $3 million per year. It will be sensible
(profitable) to hire the player if his is greater
than the $3 million cost.

1.4 Arrows up or down: The logic of the output effect is
that a decrease in the wage will produc-
tion costs, so the price of output will and
the quantity of output demanded will LAsa
result, the quantity of labor demanded will

The Supply of Labor

Explain why an increase in the wage could increase, decrease,
or not change hours worked.

n

‘The input-substitution effect is that a decrease in the
wage (increases/decreases) the quantity of 2.1

I t Arrows up or down: An increase in the wage
labor per unit of , 50 the quantity of labor

the opportunity cost of leisure time, which tends to
Ieisure time and labor time.

1.6 The short-run market demand curve for labor is 2.2 Arrows up or down: An increase in the wage

(steeper/flatter) than the long-run demand real income, and if leisure is a normal good this tends

occur(s) in the short run. o leisure time and labor time.

Fill the blanks with 75, 100, 117,200, or 360. In major 2.3 We

league baseball, the marginal revenue product of the

typical free agent is roughly percent of his

salary, compared to percent for a journey-

man and percent for an apprentice. (Related 5 4

to Application 1 on page 707.)

1.8 Demand for News Kids. Consider the market for
newspaper delivery kids in Kidsville. Each news kid
receives a piece rate of $2 per subscriber per month
and has a fixed territory that initially has 100 subscrib- 25
ers. The price elasticity of demand for subscriptions is
2.0. Suppose the new city council of Kidsville passes
a law that establishes a minimum piece rate of $3

because

-
N

(can/cannot) predict a worker’s response
to an increase in the wage because effect
and the effect work in (the same/
opposite) direction(s).

Your objective is to earn exactly $120 per week. If your
wage decreases from $6 to $4 per hour, you resporid by
working hours instead of hours.
Tn other words, your labor-supply curve is

sloped.

Tn the short run, labor supply is influenced by the
wage rate, while in the long run, it is influenced by net
advantages of the job. (True/False)
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car they got ($1,200 for a plum and $400 for a fermonyanT
the price they actually paid. For example, if Otto offers
$500 and gets a plum, his score is $700. If Carla offers
$600 and gets a lemon, her score is —$200.

* The instructor announces the result of each transaction
to the class.

* There are three to five buying periods. At the end of the
last trading period, each consumer adds up his or her
score.

MyLab Economics
For additional economic experiments, please visit www.
myeconlab.com.

In addition, some chapters contain an Economic
Experiment section that gives students the opportu-
nity to do their own economic analysis.
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» WHY FIVE KEY PRINCIPLES?

In Chapter 2, “The Key Principles of Economics,” we intro-
duce the following five key principles and then apply them
throughout the book:

1. The Principle of Opportunity Cost. The opportunity
cost of something is what you sacrifice to get it.

2. The Marginal Principle. Increase the level of an activ-
ity as long as its marginal benefit exceeds its marginal
cost. Choose the level at which the marginal benefit
equals the marginal cost.

3. The Principle of Voluntary Exchange. A voluntary
exchange between two people makes both people bet-
ter off.

4. The Principle of Diminishing Returns. If we increase
one input while holding the other inputs fixed, output
will increase, but at a decreasing rate.

5. The Real-Nominal Principle. What matters to people
is the real value of money or income—its purchasing
power—not the face value of money or income.

"This approach of repeating five key principles gives students
the big picture—the framework of economic reasoning. We
make the key concepts unforgettable by using them repeat-
edly, illustrating them with intriguing examples, and giv-
ing students many opportunities to practice what they’ve
learned. Throughout the text, economic concepts are con-
nected to the five key principles when the following callout
is provided for each principle:

PRINCIPLE OF OPPORTUNITY COST Y

The opportunity cost of something is what you sacrifice to get it.

» HOW IS THE BOOK ORGANIZED?

Chapter 1, “Introduction: What Is Economics?” uses
three current policy issues—traffic congestion, poverty in
Africa, and Japan’s prolonged recession—to explain the
economic way of thinking. Chapter 2, “The Key Principles
of Economics,” introduces the five principles we return to

throughout the book. Chapter 3, “Exchange and Markets,”
is devoted entirely to exchange and trade. We discuss the
fundamental rationale for exchange and introduce some
of the institutions modern societies developed to facilitate
trade.

Students need to have a solid understanding of demand
and supply to be successful in the course. Many students
have difficulty understanding movement along a curve ver-
sus shifts of a curve. To address this difficulty, we developed
an innovative way to organize topics in Chapter 4, “Demand,
Supply, and Market Equilibrium.” We examine the law of
demand and changes in quantity demanded, the law of sup-
ply and changes in quantity supplied, and then the notion
of market equilibrium. After students have a firm grasp of
equilibrium concepts, we explore the effects of changes in
demand and supply on equilibrium prices and quantities.
You can present either macroeconomics or microeconomics
chapters first, depending on your preference.

Summary of the Macroeconomics Chapters

Part 2, “The Basic Concepts of Macroeconomics” (Chapters
5 and 6), introduces students to the key concepts—GDP,
inflation, unemployment—that are used throughout the text
and in everyday economic discussion. The two chapters in
this section provide the building blocks for the rest of the
book. Part 3, “The Economy in the Long Run” (Chapters 7
and 8), analyzes how the economy operates at full employ-
ment and explores the causes and consequences of economic
growth.

Next we turn to the short run. We begin the discussion
of business cycles, economic fluctuations, and the role of gov-
ernment in Part 4, “Economic Fluctuations and Fiscal Policy”
(Chapters 9 through 12). We devote an entire chapter to the
structure of government spending and revenues and the role
of fiscal policy. In Part 5, “Money, Banking, and Monetary
Policy” (Chapters 13 and 14), we introduce the key elements
of both monetary theory and policy into our economic mod-
els. Part 6, “Inflation, Unemployment, and Economic Policy”
(Chapters 15 through 17), brings the important questions of
the dynamics of inflation and unemployment into our analy-
sis. Finally, the last two chapters in Part 7, “The International
Economy” (Chapter 18 and 19), provide an in-depth analysis
of both international trade and finance.



A Few Features of Our Macroeconomics
Chapters

The following are a few features of our macroeconomics
chapters:

* Flexibility. A key dilemma confronting economics pro-
fessors has always been how much time to devote to
long-run topics, such as growth and production, versus
short-run topics, such as economic fluctuations and busi-
ness cycles. Our book is designed to let professors choose.
It works like this: To pursue a long-run approach, profes-
sors should initially concentrate on Chapters 1 through 4,
followed by Chapters 5 through 8.

e To focus on economic fluctuations, start with
Chapters 1 through 4, present Chapter 5, “Measuring
a Nation’s Production and Income,” and Chapter 6,
“Unemployment and Inflation,” and then turn to
Chapter 9, “Aggregate Demand and Aggregate Supply.”

¢ Chapter 11, “The Income-Expenditure Model,” is self-
contained, so instructors can either skip it completely
or cover it as a foundation for aggregate demand.

* Long Run. Throughout most of the 1990s, the U.S.
economy performed very well—low inflation, low
unemployment, and rapid economic growth. This
robust performance led to economists’ increasing
interest in trying to understand the processes of eco-
nomic growth. Our discussion of economic growth in
Chapter 8, “Why Do Economies Grow?” addresses the
fundamental question of how long-term living stan-
dards are determined and why some countries prosper
while others do not. This is the essence of economic
growth. As Nobel Laureate Robert E. Lucas, Jr., once
wrote, “Once you start thinking about growth, it is
hard to think of anything else.”

* Short Run. The great economic expansion of the
1990s came to an end in 2001, as the economy started
to contract. The recession beginning in 2007 was
the worst downturn since World War II. Difficult
economic times remind us that macroeconomics is
also concerned with understanding the causes and
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consequences of economic fluctuations. Why do
economies experience recessions and depressions,
and what steps can policymakers take to stabilize the
economy and ease the devastation people suffer from
them? This has been a constant theme of macroeco-
nomics throughout its entire history and is covered
extensively in the text.

* Policy. Macroeconomics is a policy-oriented subject,
and we treat economic policy in virtually every chapter.
We discuss both important historical and more recent
macroeconomic events in conjunction with the theory.
In addition, we devote Chapter 17, “Macroeconomic
Policy Debates,” to three important policy topics that
recur frequently in macroeconomic debates: the role
of government deficits, whether the Federal Reserve
should target inflation or other objectives, and whether
income or consumption should be taxed.

Summary of the Microeconomics Chapters

A course in microeconomics starts with the first four chap-
ters of the book, which provide a foundation for more
detailed study of individual decision making and markets.

Part 8, “A Closer Look at Demand and Supply,”
(Chapters 20 through 22), provides a closer look at demand
and supply, including elasticity, market efficiency, and
consumer choice. Part 9, “Market Structures and Pricing”
(Chapters 23 through 28), starts with a discussion of produc-
tion and costs, setting the stage for an examination of alter-
native market structures, including the extremes of perfect
competition and monopoly, as well as the middle ground of
monopolistic competition and oligopoly. The last chapter in
Part 9 discusses antitrust policy and deregulation. Part 10,
“Externalities and Information” (Chapters 29 through 31),
discusses the circumstances under which markets break
down, including imperfect information, public goods, and
environmental degradation.

Part 11, “The Labor Market and Income Distribution”
(Chapter 32), explores the economic forces that determine
wages, and also examines recent changes in the distribution
of income and the effects of government programs on the
income distribution.
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» MylLab Economics
Digital Features Located in MyLab Economics

MyLab Economics is a unique online course management,
testing, and tutorial resource. It is included with the eText
version of the book or as a supplement to the print book.
Students and instructors will find the following online
resources to accompany the ninth edition:

e Concept Checks: Each section of each learning objec-
tive concludes with an online Concept Check that con-
tains one or two multiple choice, true/false, or fill-in
questions. These checks act as “speed bumps” that
encourage students to stop and check their understand-
ing of fundamental terms and concepts before moving
on to the next section. The goal of this digital resource
is to help students assess their progress on a section-by-
section basis, so they can be better prepared for home-
work, quizzes, and exams.

e Animations: Graphs are the backbone of introductory
economics, but many students struggle to understand and
work with them. Many of the numbered figures in the
text a supporting animated version online. The goal of
this digital resource is to help students understand shifts
in curves, movements along curves, and changes in equi-
librium values. Having an animated version of a graph
helps students who have difficulty interpreting the static
version in the printed text. Graded practice exercises are
included with the animations. Our experience is that
many students benefit from this type of online learning.

e Graphs Updated with Real-Time Data from
FRED: Approximately 16 graphs are continuously
updated online with the latest available data from
FRED (Federal Reserve Economic Data), which is a
comprehensive, up-to-date data set maintained by the
Federal Reserve Bank of St. Louis.

FRED -~

ECONOMIC DATA | ST.LOUIS FED

Students can display a pop-up
graph that shows new data
plotted in the graph. The
goal of this digital feature is to help students under-
stand how to work with data and understand how
including new data affects graphs.

¢ Interactive Problems and Exercises Updated with
Real-Time Data from FRED: The end-of-chapter
problems in select chapters include real-time data
exercises @ that use the latest data from FRED. The
book contains several of these specially-selected exer-
cises. The goal of this digital feature is to help students
become familiar with this key data source, learn how to
locate data, and develop skills in interpreting data.

» INTEGRATED SUPPLEMENTS

The authors and Pearson Education have worked together
to integrate the text and media resources to make teaching
and learning easier.

For the Instructor

Instructors can choose how much or how little time to spend
setting up and using MyLab Economics.

Each chapter contains two preloaded exercise sets
that can be used to build an individualized study plan for
each student. These study plan exercises contain tutorial
resources, including instant feedback, links to the appro-
priate learning objective in the eText, pop-up definitions
from the text, and step-by-step guided solutions, where
appropriate. After the initial setup of the course by the
instructor, student use of these materials requires no fur-
ther instructor setup. The online grade book records each
student’s performance and time spent on the tests and
study plan and generates reports by student or chapter.

Instructors can fully customize MyLab Economics to
match their course exactly, including reading assignments,
homework assignments, video assignments, current news
assignments, and quizzes and tests. Assignable resources
include:

* Preloaded exercise assignments sets for each chapter
that include the student tutorial resources mentioned
earlier

® Preloaded quizzes for each chapter that are unique to
the text and not repeated in the study plan or home-
work exercise sets

* Study plan problems that are similar to the end-of-
chapter problems and numbered exactly like the book
to make assigning homework easier

* Real-Time-Data Analysis Exercises, marked with ,
allow students and instructors to use the very latest data
from FRED. By completing the exercises, students
become familiar with a key data source, learn how to
locate data, and develop skills in interpreting data.

® In the eText available in MyLab Economics, select fig-
ures labeled MyLab Economics Real-time data allow
students to display a pop-up graph updated with real-
time data from FRED.

¢ Current News Exercises provide a turnkey way to assign
gradable news-based exercises in MyLab Economics.
Each week, Pearson scours the news, finds a current
microeconomics and macroeconomics article, creates
exercises around these news articles, and then automat-
ically adds them to MyLab Economics. Assigning and
grading current news-based exercises that deal with
the latest micro and macro events and policy issues has
never been more convenient.

* Experiments in MyLab Economics are a fun and engag-
ing way to promote active learning and mastery of
important economic concepts. Pearson’s Experiments
program is flexible, easy-to-assign, auto-graded, and
available in Single and Multiplayer versions.

* Single-player experiments allow your students to play
against virtual players from anywhere at any time so
long as they have an Internet connection.
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Exercise Score: 0 of 1 pt

Real-Time Data Analysis Exercise

Then use that data to answer the following questions. _‘.%

The following table contains. along with M1, the series IDs
corresponding to the non-M1 components of M2, which are measured
weekly and seasonally adjusted.

Cir= ®

Complete this table by recording. for each series ID, the most recent
observation (2014 — 05 — 05). (Enter your responses exactly as they

appear in FRED.)
Series ID Value
M1 $2808.2 billion.
SAVINGS $7295.1 billion.
WRMFSL $ 6379 billion_
WSMTIME $524.1 billion.

Using the data recorded above. the most recent observation of M2 is
${11.265.3| billion
Enter your answer in the answer box, then click Check Answer.

2 parts remaining

® Multiplayer experiments allow you to assign and man-
age a real-time experiment with your class.

* Pre- and post-questions for each experiment are avail-
able for assignment in MyLab Economics.

For a complete list of available experiments, visit http://
www.myeconlab.com.

* Test Item File questions that allow you to assign quiz-
zes or homework that will look just like your exams

* Econ Exercise Builder, which allows you to build cus-
tomized exercises

Exercises include multiple-choice, graph drawing,
and free-response items, many of which are generated

olelorcIo)o)oolo)

Exercise Score: 0 of 1 pt
‘Why That Summer BBQ Will Cost More This Year

&
Source: Campbell, Elizabeth and Matt Miller - video report. "Why That Summer

&S BBQ Will Cost More This Year." Bloomberg.com, posted 5/9/2014.

Carefully watch the video, and then answer the following questions.

Graphically show the impact of a decrease in supply of pork on the price of
pork.

1) Using the line drawing tool, show the impact of a decrease in supply
of pork on the price of pork. Properly label your curve.

2.) Using the point drawing tool, show the new equilibrium. Label your
point E,".

Carefully follow the instructions above, and only draw the required
objects.

Click a line or point to select it.

4 parts remaining

Assignment Score: 0% (0 of 4 pts)

Click the following link to view M2 and Components data from FRED *

Assignment Score: 0% (0 of 9 pts)

RTDA+: Measuring M2

Dof 4 complete  [3H

X
U.S. M2 Money Supply

11,237+
11477+
bl B
11,057
10,387
10,3374
10,877
10,8174
10,757+
10,697+
10,637
10,577

Billions of dollars
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Juk13 Sep-13 Nov-13  Jan-14 Mar-14 May-14
Manthiyear

*Real-time data provided by Federal Reserve Economic Data (FRED), Federal
Reserve Bank of 8t. Louis.
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algorithmically so that each time a student works them, a
different variation is presented.

MyLab Economics grades every problem type except
essays, even problems with graphs. When working home-
work exercises, students receive immediate feedback, with
links to additional learning tools.

Customization and Communication

MyLab Economics in Pearson MyLab/Mastering provides
additional optional customization and communication tools.
Instructors who teach distance-learning courses or very
large lecture sections find the Pearson MyLab/Mastering
format useful because they can upload course documents
and assignments, customize the order of chapters, and use

*Video: 5/9/14: Supply and demand Ex1
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communication features such as Document Sharing, Chat,
ClassLive, and Discussion Board.

For the Student

MyLab Economics puts students in control of their learning
through a collection of testing, practice, and study tools tied
to the online, interactive version of the textbook and other
media resources.

Students can study on their own or can complete assign-
ments created by their instructor. In MyLab Economics’s
structured environment, students practice what they learn,
test their understanding, and pursue a personalized study
plan generated from their performance on sample tests and
from quizzes created by their instructors. In Homework or
Study Plan mode, students have access to a wealth of tutorial
features, including:

¢ Instant feedback on exercises that helps students under-
stand and apply the concepts

* Links to the eText to promote reading of the text just
when the student needs to revisit a concept or an expla-
nation

* Step-by-step guided solutions that force students
to break down a problem in much the same way an
instructor would do during office hours

* Pop-up key term definitions from the eText to help
students master the vocabulary of economics

* A graphing tool that is integrated into the various exer-
cises to enable students to build and manipulate graphs
to better understand how concepts, numbers, and
graphs connect.

Additional MyLab Economics Tools
MyLab Economics includes the following additional features:

e eText—Students actively read and learn, and with
more engagement than ever before, through embed-
ded and auto-graded practice, real-time data-graph
updates, animations, author videos, and more.

e Glossary flashcards—Every key term is available as
a flashcard, allowing students to quiz themselves on
vocabulary from one or more chapters at a time.

MyLab Economics content has been created through
the efforts of Chris Annala, State University of New York—
Geneseo; Charles Baum, Middle Tennessee State University;
Peggy Dalton, Frostburg State University; Carol Dole,
Jacksonville University; David Foti, Lone Star College; Sarah
Ghosh, University of Scranton; Satyajit Ghosh, Universtity
of Scranton; Melissa Honig, Pearson Education; Woo
Jung, University of Colorado; Courtney Kamauf, Pearson
Education; Chris Kauffman, University of Tennessee—
Knoxville; Russell Kellogg, University of Colorado-Denver;
Noel Lotz, Pearson Education; Katherine McCann,
University of Delaware; Daniel Mizak, Frostburg State

University; Christine Polek, University of Massachusetts—
Boston; Mark Scanlan, Stephen F. Austin State University;
Leonie L. Stone, State University of New York-Geneseo;
and Bert G. Wheeler, Cedarville University.

» OTHER RESOURCES
FOR THE INSTRUCTOR

Instructor’s Manual

Jeff Phillips of Colby-Sawyer College revised the Instructor’s
Manual for the ninth edition. The Instructor’s Manual is
designed to help the instructor incorporate applicable ele-
ments of the supplement package. It contains the following
resources for each chapter:

¢ Chapter Summary: a bulleted list of key topics in the
chapter

* Learning Objectives

* Approaching the Material; student-friendly examples
to introduce the chapter

¢ Chapter Outline: summary of definitions and concepts

¢ Teaching Tips on how to encourage class participation

® Summary and discussion points for the Applications in
the main text

* New Applications and discussion questions

* Solutions to all end-of-chapter exercises.

The Instructor’s Manual is available for download from
the Instructor’s Resource Center (accessible from
http://www.pearsonglobaleditions.com/osullivan). The
solutions to the end-of-chapter review questions and problems

were prepared by the authors and Jeff Phillips.

Test [tem Files

Jeff Phillips of Colby-Sawyer College prepared the Test
Item Files for the ninth edition. The Test Itern File includes
approximately 6,000 multiple-choice, true/false, short-
answer, and graphing questions. There are questions to
support each key feature in the book. The Test Item Files
are available for download from the Instructor’s Resource
Center (accessible from http://www.pearsonglobal
editions.com/osullivan). Test questions are annotated
with the following information:

¢ Difficulty: 1 for straight recall, 2 for some analysis, 3
for complex analysis

e Type: multiple-choice, true/false, short-answer, essay
e Topic: the term or concept the question supports

¢ Learning outcome

e AACSB (see description that follows)

e Page number in the text.

The Association to Advance Collegiate Schools of
Business (AACSB) The Test Item File author has con-
nected select questions to the general knowledge and skill



guidelines found in the AACSB Assurance of Learning
Standards.

What Is the AACSB? AACSB is a not-for-profit corpo-
ration of educational institutions, corporations, and other
organizations devoted to the promotion and improvement
of higher education in business administration and account-
ing. A collegiate institution offering degrees in business
administration or accounting may volunteer for AACSB
accreditation review. The AACSB makes initial accredita-
tion decisions and conducts periodic reviews to promote
continuous quality improvement in management educa-
tion. Pearson Education is a proud member of the AACSB
and is pleased to provide advice to help you apply AACSB
Assurance of Learning Standards.

What Are AACSB Assurance of Learning Standards?
One of the criteria for AACSB accreditation is the quality
of curricula. Although no specific courses are required, the
AACSB expects a curriculum to include learning experiences
in the following categories of Assurance of Learning Standards:

* Written and Oral Communication

¢ Ethical Understanding and Reasoning
* Analytical Thinking Skills

¢ Information Technology

¢ Diverse and Multicultural Work

¢ Reflective Thinking

¢ Application of Knowledge.

Questions that test skills relevant to these standards are
tagged with the appropriate standard. For example, a
question testing the moral questions associated with exter-
nalities would receive the Ethical Understanding and
Reasoning tag.

How Can Instructors Use the AACSB Tags? Tagged
questions help you measure whether students are grasp-
ing the course content that aligns with the AACSB guide-
lines noted earlier. This in turn may suggest enrichment
activities or other educational experiences to help students
achieve these skills.

TestGen

The computerized TestGen package allows instructors to
customize, save, and generate classroom tests. The test pro-
gram permits instructors to edit, add, or delete questions
from the Test Item Files; analyze test results; and orga-
nize a database of tests and student results. This software
allows for extensive flexibility and ease of use. It provides
many options for organizing and displaying tests, along with
search and sort features. The software and the Test Item
Files can be downloaded from the Instructor’s Resource
Center (accessible from http://www.pearsonglobal
editions.com/osullivan).
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PowerPoint Lecture Presentation

Two sets of PowerPoint slides, prepared by Brock Williams
of Metropolitan Community College, are available:

1. A comprehensive set of PowerPoint slides can be used
by instructors for class presentations or by students
for lecture preview or review. These slides include all
the graphs, tables, and equations in the textbook. Two
versions are available—step-by-step mode, in which
you can build graphs as you would on a blackboard,
and automated mode, in which you use a single click
per slide. Instructors can download these PowerPoint
presentations from the Instructor’s Resource Center
(accessible from http://www.pearsonglobaleditions
.com/osullivan).

2. A student version of the PowerPoint slides is avail-
able as .pdf files. This version allows students to print
the slides and bring them to class for note taking.
Instructors can download these PowerPoint presen-
tations from the Instructor’s Resource Center (acces-
sible from http://www.pearsonglobaleditions.com/
osullivan).

Learning Catalytics™

Learning Catalytics is a “bring your own device” Web-
based student engagement, assessment, and classroom intel-
ligence system. This system generates classroom discussion,
guides lectures, and promotes peer-to-peer learning with
real-time analytics. Students can use any device to interact
in the classroom, engage with content, and even draw and
share graphs.

To learn more, ask your local Pearson representative or
visit https://www.learningcatalytics.com.

Digital Interactives

Focused on a single core topic and organized in progres-
sive levels, each interactive immerses students in an assign-
able and auto-graded activity. Digital Interactives are also
engaging lecture tools for traditional, online, and hybrid
courses, many incorporating real-time data, data displays,
and analysis tools for rich classroom discussions.

» OTHER RESOURCES
FOR THE STUDENT

In addition to MyLab Economics, Pearson provides the fol-
lowing resources.

Dynamic Study Modules

With a focus on key topics, these modules work by continu-
ously assessing student performance and activity in real time
and, using data and analytics, provide personalized content
to reinforce concepts that target each student’s particular
strengths and weaknesses.
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PowerPoint Slides

For student use as a study aid or note-taking guide,
PowerPoint slides, prepared by Brock Williams of
Metropolitan Community College, can be downloaded from
MyLab Economics or the Instructor’s Resource Center
(accessible from http://www.pearsonglobaleditions.com/
osullivan) and made available to students. The slides include:

e All graphs, tables, and equations in the text

¢ Figures in step-by-step mode and automated modes,
using a single click per graph curve

* End-of-chapter key terms with hyperlinks to relevant
slides

» REVIEWERS OF PREVIOUS EDITIONS

A

long road exists between the initial vision of an innovative

principles text and the final product. Along our journey
we participated in a structured process to reach our goal.
We wish to acknowledge the assistance of the many people
who participated in this process.
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