


• �Dynamic Study Modules�—With�a�focus�on�key�topics,�these�modules�work�
by�continuously�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.

Practice,�Engage,�and�Assess
• �Enhanced eText—The�Pearson�eText�gives�students�access�to�their�

textbook�anytime,�anywhere.�In�addition�to�note-taking,�highlighting,�and�
bookmarking,�the�Pearson�eText�offers�interactive�and�sharing�features.�
Students�actively�read�and�learn�through�auto-graded�practice,�real-time�
data-graphs,�figure�animations,�author�videos,�and�more.�Instructors�can�
share�comments�or�highlights,�and�students�can�add�their�own,�for�a�tight�
community�of�learners�in�any�class.

• �Practice—Algorithmically�generated�homework�and�study�plan�exercises�
with�instant�feedback�ensure�varied�and�productive�practice,�helping�students�
improve�their�understanding�and�prepare�for�quizzes�and�tests.�Draw-graph�
exercises�encourage�students�to�practice�the�language�of�economics.

• �Digital Interactives—Digital�Interactives�are�engaging�assessment�activities�that�
promote�critical�thinking�and�application�of�key�economic�principles.�Each�Digital�
Interactive�has�progressive�levels�where�students�can�explore,�apply,�compare,�and�
analyze�economic�principles.�Many�Digital�Interactives�include�real�time�data�from�FRED®�
that�displays,�in�graph�and�table�form,�up-to-the-minute�data�on�key�macro�variables.�
Digital�Interactives�can�be�assigned�and�graded�within�MyEconLab,�or�used�as�a�lecture�
tool�to�encourage�engagement,�classroom�conversation,�and�group�work.

• �Learning Resources—Personalized�learning�aids�such�as�Help�Me�Solve��
This�problem�walkthroughs�and�Figure�Animations�provide�on-demand�help�
when�students�need�it�most.�

• �Personalized Study Plan���—Assists�students�in�monitoring�their�own��
progress�by�offering�them�a�customized�study�plan�based�on�Homework,��
Quiz,�and�Test�results.�Includes�regenerated�exercises�with�unlimited�
practice,�as�well�as�the�opportunity�to�earn�mastery�points�by�completing�
quizzes�on�recommended�learning�objectives.



with�MyEconLab®

• �NEW:�Math Review Exercises in MyEconLab—MyEconLab�now�offers�an�
array�of�assignable�and�auto-graded�exercises�that�cover�fundamental�math�
concepts.�Geared�specifically�toward�principles�and�intermediate�economics�
students,�these�exercises�aim�to�increase�student�confidence�and�success�
in�these�courses.�Our�new�Math�Review�is�accessible�from�the�assignment�
manager�and�contains�over�150�graphing,�algebra,�and�calculus�exercises�for�
homework,�quiz,�and�test�use.

• �Current News Exercises�—Every�week,�current�microeconomic�and�
macroeconomic�news�articles�or�videos,�with�accompanying�exercises,�are�posted�
to�MyEconLab.�Assignable�and�auto-graded,�these�multi-part�exercises�ask�
students�to�recognize�and�apply�economic�concepts�to�real-world�events.

• �Real-Time Data Analysis Exercises—Using�current�macro�data�to�help�
students�understand�the�impact�of�changes�in�economic�variables,�Real-Time�
Data�Analysis�Exercises�communicate�directly�with�the�Federal�Reserve�Bank�
of�St.�Louis’s�FRED®�site�and�update�as�new�data�are�available.

• �Experiments—Flexible,�easy-to-assign,�auto-graded,�and�available�in�Single�
Player�and�Multiplayer�versions,�Experiments�in�MyEconLab�make�learning�
fun�and�engaging.��

• �Reporting Dashboard—View,�analyze,�and�report�learning�outcomes�
clearly�and�easily.��Available�via�the�Gradebook�and�fully�mobile-ready,�
the�Reporting�Dashboard�presents�student�performance�data�at�the��
class,�section,�and�program�levels�in�an�accessible,�visual�manner.

• �Mobile Ready—Students�and�instructors�can�access�multimedia�
resources�and�complete�assessments�right�at�their�fingertips,�on�any�
mobile�device.

• �LMS Integration—Link�from�any�LMS�platform�to�access�assignments,��
rosters,�and�resources,�and�synchronize�MyLab�grades�with�your�LMS�
gradebook.�For�students,�new�direct,�single�sign-on�provides�access�to�all�the�
personalized�learning�MyLab�resources�that�make�studying�more�efficient�and�
effective.
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Confidence-Building Graphs
use color to show the direction of shifts and 
detailed, numbered captions guide students 
step-by-step through the action. 

100% of the figures are animated in 
 MyEconLab, with step-by-step audio narration.

A Learning-by-Doing 
Approach
The Checklist that begins each chapter 
highlights the key topics covered and the 
chapter is divided into sections that directly 
correlate to the Checklist.

The Checkpoint that ends each section 
provides a full page of practice problems to 
encourage students to review the material 
while it is fresh in their minds. 

Each chapter opens with a question about 
a central issue that sets the stage for the 
 material.

delivers a complete, hands-on learning system designed  
around active learning.

Eye On boxes apply theory to 
important issues and problems 
that shape our global society and 
 individual decisions.
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Students know that throughout their lives they will make 

economic decisions and be influenced by economic forces. 

They want to understand the economic principles that can 

help them navigate these forces and guide their decisions. 

Foundations of Economics is our attempt to satisfy this want.

The response to our earlier editions from hundreds of 

colleagues across the United States and throughout the world 

tells us that most of you agree with our view that the principles course must do 

four things well. It must

•	 Motivate with compelling issues and questions
•	 Focus on core ideas
•	 Steer a path between an overload of detail and too much left unsaid
•	 Encourage and aid learning by doing

The Foundations icon with its four blocks (on the cover and throughout 

the book) symbolizes this four-point approach that has guided all our choices 

in writing this text and creating its comprehensive teaching and learning 

 supplements.

WHAT’s nEW in THE EiGHTH EDiTion

New in this Eighth Edition revision are: A further fine-tuning of the content; an 
enhanced focus on outcome-driven teaching and learning; and a further large 
investment in enhanced digital features to bring economics to life and provide an 
exciting interactive experience for the student on all platforms and devices.

 Fine-Tuning the content
The content of this revision is driven by the drama of the extraordinary period 
of economic history in which we are living and its rich display of events and 
forces through which students can be motivated to discover the economic way of 
thinking. Persistent slow economic growth; increasing concentration of wealth; 
headwinds from Europe’s stagnant economy and the UK decision to leave the 
economic union (Brexit); ongoing tensions arising from the loss of American jobs 
to offshore outsourcing and the political popularity of trade protection; a slowing 
pace of China’s expansion; enhanced concern about carbon emission and climate 
change; relentless pressure on the federal budget from the demands of an aging 

Preface
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population and a sometimes dysfunctional Congress with its associated rising 
government debt; the dilemma posed by slow, almost decade-long recovery 
from the global financial crisis and recession and the related question of when 
and how fast to exit an era of extreme monetary stimulus. These are just a few 
of these interest-arousing events. All of them feature at the appropriate points in 
our new edition.

Every chapter contains many small changes, all designed to enhance clarity 
and currency, and the text and examples are all thoroughly updated to reflect the 
most recently available data and events.

Because the previous edition’s revision was so extensive and well-received, 
we have limited our interventions and changes in this Eighth Edition to address-
ing the small number of issues raised by our reviewers and users, ensuring that 
we are thoroughly up-to-date, and focusing on the new digital tools that we’ve 
just described. Nonetheless, some changes that we now summarize are worth 
noting.

 notable content changes in micro
In Chapter 1, Getting Started, we have added a new section, Economics as a Life 
Skill, which explains how economics is used as a decision tool, the scientific 
method the subject employs, and economics as an aid to critical thinking. A new 
Eye on Your Life looks at the BLS data on student time allocation (which contains 
some surprises).

In Chapter 3, The Economic Problem, we show explicitly how the outward-
bowed production possibilities frontier arises from exploiting comparative 
advantage.

Chapter 7, Government Actions in Markets, has a new section on produc-
tion quotas, which explains why producers like them and illustrates how a quota 
expands producer surplus.

Chapter 8, Taxes, explains the Flat Tax and Fair Tax proposals and compares 
their efficiency and equity properties with those of the existing tax code.

In Chapter 10, Externalities, we have expanded our discussion of carbon 
emissions and the global challenge of achieving an efficient use of energy 
 resources.

Chapter 11, Public Goods and Common Resources, now uses the efficient 
provision of transportation infrastructure as its motivating example and discuss-
es the underprovision that results from limited revenue sources.

Chapter 12, retitled Private Information and Healthcare Markets, has a new 
and expanded coverage of the economics of healthcare insurance and services. 
It identifies the sources of healthcare market failure and describes and compares 
alternative solutions including Obamacare and the healthcare systems of Canada 
and Europe.

In Chapter 20, Economic Inequality, we have broadened our examination of 
inequality trends with a focus on the income share of the top one percent—the great 
compression through the mid-1970s and the great divergence of the past 40 years. 
We have also expanded our coverage of mobility up and down the income quintiles.

 notable content changes in macro
Chapter 22, Jobs and Unemployment, is motivated by the question of whether 
we are back at full employment. In seeking an answer, the chapter adds to the 
standard list of job market indicators the new Z-Pop measure of the percentage 
of the population that is fully occupied.
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Chapter 23, The CPI and the Cost of Living, explains and presents data on 
the new “Sticky Price CPI” and its related “Flexible Price CPI” as an attempt to 
measure the underlying inflation rate.

In Chapter 25, Economic Growth, we have added an account of who gets the 
benefits of economic growth with a dramatic demonstration of the gains by the 
top one percent compared with the gains of the other 99 percent.

Chapter 32, Fiscal Policy, has a new and expanded explanation of the con-
cepts of fiscal imbalance and generational imbalance and the magnitudes of these 
imbalances in the United States today.

Chapter 33, Monetary Policy, has a new discussion of the rules versus discre-
tion dichotomy and a description of both the Taylor interest rate rule and the 
McCallum monetary base growth rate rule.

 outcome-Driven Teaching and Learning
An overarching revision message is that this text, its customized MyEconLab, 
and classroom resources are built to support an outcome-driven teaching and 
learning program in which the principles of economics course strengthens

•	 Problem solving
•	 Critical thinking
•	 Decision making
•	 Citizenship

Problem solving is central to the Foundations story. A Checkpoint at the 
end of each topic, typically three per chapter, provides a pause and oppor-
tunity to check understanding with problems, one of which is driven by a 
recent news clip, and worked solutions. A series of MyEconLab Solutions 
Videos then give the student an alternative way of reviewing the solutions to 
these problems.

Critical thinking is encouraged and supported through a series of interactive 
exercises in MyEconLab. In each chapter, there is one exercise that is based on the 
question or issue that opens and motivates the chapter, and a second that builds 
from an Economics in Your Life feature.

 Enhanced eText
The new Enhanced Pearson eText gives students access to their textbook anytime, 
anywhere. In addition to note-taking, highlighting, and bookmarking, the Pear-
son eText offers interactive and sharing features. Students actively read and learn 
through embedded and auto-graded practice, real-time data-graphs, animations, 
author videos, and more. Instructors can share comments or highlights, and stu-
dents can add their own, for a tight community of learners in any class.

The new eText includes:

•	 A Big Picture Video that motivates and summarizes each chapter and 
provides an outline answer to the chapter’s motivating question.

•	 A series of Concept Videos that illustrate and explain the key ideas in 
each section of a chapter. These videos also contain animations and ex-
planations of each figure, which can be played separately.

•	 A series of Solutions Videos that walk the student through the solutions 
to the Practice Problems and In the News exercises in each Checkpoint.

•	 Interactive data graphs that display real-time data from the St. Louis 
Federal Reserve data base, FRED.
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•	 Study Plan links that provide opportunities for more practice with prob-
lems similar to those in the text, some with real-time FRED data, that 
give targeted feedback to guide the student in answering the exercises.

•	 Key Terms Quiz links that provide opportunities for students to check 
their knowledge of the definitions and uses of the key terms.

THE FoUnDATions vision

 Focus on core concepts
Each chapter of Foundations concentrates on a manageable number of main ideas 
(most commonly three or four) and reinforces each idea several times throughout 
the chapter. This patient, confidence-building approach guides students through 
unfamiliar terrain and helps them to focus their efforts on the most important 
tools and concepts of our discipline.

 many Learning Tools for many Learning styles
Foundations’ integrated print and electronic package builds on the basic fact that 
students have a variety of learning styles. Students have powerful tools at their 
fingertips: Within the eText, they can get an immediate sense of the content of a 
chapter by playing the Big Picture video; learn the key ideas by playing the Con-
cept videos; and get a quick walkthrough of the Checkpoint Practice Problems 
and In the News exercises with the Solutions videos.

In MyEconLab, students can complete all Checkpoint problems and In the News 
exercises online and get instant feedback; work with interactive graphs and real-time 
data graphs; assess their skills by taking Practice Tests; receive a personalized Study 
Plan; and step-by-step help through the learning aid called “Help Me Solve This.”

 Diagrams That Tell the Whole story
We developed the style of our diagrams with extensive feedback from faculty 
focus-group participants and student reviewers. All of our figures make consis-
tent use of color to show the direction of shifts and contain detailed, numbered 
captions designed to direct students’ attention step-by-step through the action.

Because beginning students of economics are often apprehensive about 
working with graphs, we have made a special effort to present material in as 
many as three ways—with graphs, words, and tables—in the same figure. In an 
innovation that seems necessary, but is to our knowledge unmatched, nearly all 
of the information supporting a figure appears on the same page as the figure 
itself. No more flipping pages back and forth!

 Real-World connections That Bring Theory to Life
Students learn best when they can see the purpose of what they are studying, 
 apply it to illuminate the world around them, and use it in their lives.

Eye On boxes offer fresh new examples to help students see that economics is 
everywhere. Current and recent events appear in Eye on the U.S. Economy boxes; 
we place current U.S. economic events in global and historical perspectives in our 
Eye on the Global Economy and Eye on the Past boxes; and we show how students 
can use economics in day-to-day decisions in Eye on Your Life boxes.

Each chapter-opening question is answered in an Eye On box that helps 
students see the economics behind a key issue facing the world and highlights a 
major aspect of the chapter's story.
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oRGAniZATion

We have organized the sequence of material and chapters in what we think is the 
most natural order in which to cover the material. But we recognize that there are 
alternative views on the best order. We have kept this fact and the need for flexibil-
ity firmly in mind throughout the text. Many alternative sequences work, and the 
Flexibility Charts on pp. xxxiv–xxxv explains the alternative pathways through the 
chapters. In using the flexibility information, keep in mind that the best sequence 
is the one in which we present the material. And even chapters that the flexibility 
charts identify as strictly optional are better covered than omitted.

mYEconLAB  MyEconLab

MyEconLab has been designed and refined with a single purpose in mind: to 
create those moments of understanding that transform the difficult into the clear 
and obvious. With comprehensive homework, quiz, test, activity, and tutorial op-
tions, instructors can manage all their assessment needs in one program.

•	 All of the Checkpoint and Chapter Checkpoint Problems and 
Applications can be assigned and automatically graded in MyEconLab.

•	 Extra problems and applications, including algorithmic, draw-graph, 
and numerical exercises can be used for student practice or instructor 
assignment.

•	 Problems and applications that use real-time data continuously update 
directly from a feed to the Federal Reserve Bank of St. Louis.

•	 Test Item File questions can be assigned in quiz, test, or homework.
•	 The Custom Exercise Builder gives instructors the flexibility to create 

their own problems for assignment.
•	 The Gradebook records each student’s performance and time spent on 

the Tests and Study Plan and generates reports by student or by chapter.

New for the Eighth Edition is an Enhanced Pearson eText, which includes 
embedded and auto-graded practice, real-time data graphs, animations, videos, 
and more. Instructors can share comments or highlights, and students can add 
their own, for a tight community of learners in any class.

With the Pearson eText 2.0 mobile app students can access the Enhanced 
eText and all its functionality from their computer, tablet, or cell phone. 
 Because the student's progress is synced across all of their devices, they can 
stop what they're doing on one device and pick up again later on another one—
without breaking their stride.

 Features of the Enhanced eText

Big Picture videos Big Picture videos, tied to the Chapter 
Checklist, set the stage for the main concept that will be introduced 
throughout the chapter. Students can use these videos to prepare for 
today’s lecture or to help them focus on main chapter ideas.
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concept videos Concept videos accompany every major section 
of each chapter and are designed to briefly present the major con-
cepts and graphical tools covered within key sections. Using text, 
audio, and animation, Concept videos enable students with different 
learning styles to efficiently study and review key concepts of the 
chapter.

Animations Every textbook figure includes a step-by-step animation, with 
 audio, to help students learn the intuition behind reading and interpreting 
graphs. These animations may be used for review, or as an instructional aid in 
the classroom. Figures labeled MyEconLab Real-Time Data update using the most 
recent data available from the Federal Reserve Bank of St. Louis’s FRED site.

Embedded myEconLab Assessment Every Checkpoint Practice Problem, 
every In the News problem, and every Study Plan Problem and Application 
in the enhanced eText can be worked by the student directly from the eText 
page on which it occurs. These problems are auto-graded and feed into the 
MyEconLab’s Study Plan, where students receive recommendations based upon 
their performance.

key Terms Quiz The Key Terms Quiz, accessible from each 
Checkpoint, allows students to check their understanding of 
key chapter concepts before moving onto the next section. 
The Interactive Glossary that supports the enhanced eText 
provides the key term definition, an example, and  related 
terms.

CHECKPOINT 7.1

Explain how a price ceiling works, and why a rent ceiling creates a housing 
shortage and is ine	cient and unfair.

Practice Problems
Figure 1 shows the rental market for apartments in Corsicana, Texas.
1. What is the rent and how many apartments are rented? If a rent ceiling of 

$900 a month is set, what is the rent and how many apartments are rented?
2. If the city government imposes a rent ceiling of $600 a month, what is the 

rent and how many apartments are rented? If a black market develops, ex-
plain how high the black market rent could be.

3. If the city government imposes a rent ceiling of $600 a month and enforces it, 
is the housing market e­cient? What is the deadweight loss? Is the housing 
market fair? Explain your answer.

In the News
A gas price ceiling
China has cut the price of natural gas and may install a price ceiling that prohib-
its a price rise of more than 20 percent above a benchmark.

MyEconLab Study Plan 7.1

Key Terms Quiz

Solutions Video

FIGURE 1
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solutions videos Every Checkpoint Practice problem 
and In the News problem is supported by a Solutions video 
that provides a step-by-step working of the problem, includ-
ing graphical analysis. Text, audio, and animation ensure 
that a student understands how to set-up and solve each of 
the problems.
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 myEconLab also includes:

Economics in the news Economics in the News is a turn-key solution to 
bringing current news into the classroom. Updated daily during the academic 
year, we upload two relevant articles (one micro, one macro) and provide ques-
tions that may be assigned for homework or for classroom discussion.

current news Each week during the academic year, we upload multi-part 
microeconomic and macroeconomic exercises, with links to relevant articles, into 
the MyEconLab assignment manager. These enable instructors to bring current 
issues and events into the course with easy to assign and auto-graded exercises.

Real-Time Data Analysis Exercises (FRED) Easy to assign and automati-
cally graded, Real-Time Data Analysis exercises use up-to-the-minute, real-time 
macroeconomic data. These exercises communicate directly with the Federal 
Reserve Bank of St. Louis’s FRED site, so every time FRED posts new data, stu-
dents see new data. As a result, Real-Time Data Analysis exercises offer a no-fuss 
solution for instructors who want to make the most recent data a central part of 
their macro course. End-of-chapter exercises accompanied by the Real-Time Data 
Analysis icon ( ) include Real-Time Data versions in MyEconLab. Select in-text 
figures, labeled Real-time data, update in the eText using FRED data.

Digital interactives: Economic principles are not static ideas, and learning 
them shouldn’t be either! Digital Interactives are dynamic and engaging assess-
ment activities that promote critical thinking and application of key economic 
principles.

Each Digital Interactive has 3 to 5 progressive levels and requires approxi-
mately 20 minutes to explore, apply, compare, and analyze each topic. Many 
Digital Interactives include real-time data from FRED™ allowing professors and 
students to display, in graph and table form, up-to-the-minute data on key macro 
variables.

Digital Interactives can be assigned and graded within MyEconLab, or used 
as a lecture tool to encourage engagement, classroom conversation, and group 
work.

Topics include:

Comparative Advantage
Opportunity Cost
Unemployment
Consumer Price Index/Inflation
Monetary Policy
Elasticity
GDP
Demand & Supply

math Review Exercises in myEconLab—MyEconLab now offers an array of 
assignable and auto-graded exercises that cover fundamental math concepts. 
Geared specifically toward principles economics students, these exercises aim to 
increase student confidence and success in these courses. Our new Math Review 
is accessible from the assignment manager and contains more than 150 exercises 
for homework, quiz, and test use.
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Learning catalytics Learning Catalytics helps you generate class discussion, 
customize your lecture, and promote peer-to-peer learning with real-time analyt-
ics. As a student response tool, Learning Catalytics uses students' smartphones, 
tablets, or laptops to engage them in more interactive tasks and thinking.

•	 NEW! Upload a full PowerPoint® deck for easy creation of slide questions.
•	 Help your students develop critical thinking skills.
•	 Monitor responses to find out where your students are struggling.
•	 Rely on real-time data to adjust your teaching strategy.
•	 Automatically group students for discussion, teamwork, and peer-to-peer 

learning.

Experiments in myEconLab Experiments are a fun and engaging way to promote 
active learning and mastery of important economic concepts. Pearson’s Experiments 
program is flexible and easy for instructors to assign and students to use.

•	 Single-player experiments, available to assign, allow your students to 
play against virtual players from anywhere at anytime so long as they 
have an  internet connection.

•	 Multiplayer experiments allow you to assign and manage a real-time 
 experiment with your class.

•	 Pre and post-questions for each experiment are available for assignment 
in MyEconLab.

•	 Experiments are auto-graded using algorithms that objectively evaluate 
a student’s economic gain and performance during the experiment.

AAcsB and Learning outcomes All end-of-chapter and Test Item File ques-
tions are tagged in two ways: to AACSB standards and to discipline-specific 
Learning Outcomes. These two separate tagging systems allow professors to 
build assessments around desired departmental and course outcomes and track 
results in MyEconLab’s gradebook.

Personalized study Plan The Personalized Study Plan provides recom-
mendations for each of your students based on his or her ability to master the 
learning objectives in your course. This allows students to focus their study time 
by pinpointing the precise areas they need to review and allowing them to use 
customized practice and learning aids—such as videos, eText, tutorials, and 
more—to get them back on track. The Study Plan also ensures that your students 
are mastering the concepts, not just guessing the answers.

Using the report available in the Gradebook, you can then tailor course 
lectures to prioritize the content where students need the most support—offering 
you better insight into classroom and individual performance.

Dynamic study modules Dynamic Study Modules help students study ef-
fectively on their own by continuously assessing their activity and performance 
in real time. Here's how it works: students complete a set of questions with a 
unique answer format that also asks them to indicate their confidence level. 
Questions repeat until the student can answer them all correctly and confidently. 
Once completed, Dynamic Study Modules explain the concept using materials 
from the text. These are available as graded assignments prior to class, and acces-
sible on smartphones, tablets, and computers.

NEW! Instructors can now remove questions from Dynamic Study Modules 
to better fit their course.
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sUPPoRT mATERiALs FoR insTRUcToRs AnD sTUDEnTs

Foundations of Economics is accompanied by the most comprehensive set of 
 teaching and learning tools ever assembled. Each component of our package is 
organized by Checkpoint topic for a tight, seamless integration with both the 
textbook and the other components. In addition to authoring the MyEconLab 
Study Plan and Assignment problems, PowerPoint resources, and Video scripts, 
we have helped in the reviewing and revising of the Solutions Manual, Instruc-
tor’s Manual, and Test Item Files to ensure that every element of the package 
achieves the consistency that students and teachers need.

 PowerPoint Resources
We have created the PowerPoint resources based on our 24 years of experience 
using this tool in our own classrooms. We have created four sets of PowerPoint 
presentations for instructors. They are:

•	 Lecture notes with full-color, animated figures, and tables from the 
textbook

•	 Figures and tables from the textbook, animated with step-by-step walk-
through for instructors to use in their own personal slides

•	 Eye On features
•	 Alternative micro lecture notes with full-color, animated figures and 

tables that use examples different from those in the textbook

A student version of the lecture notes is also available on MyEconLab.

 instructor’s manual
The Instructor’s Manual, written by Luke Armstrong and reviewed by Mark 
Rush, contains chapter outlines and road maps, additional exercises with 
solutions, a comprehensive Chapter Lecture resource, and a virtual encyclo-
pedia of suggestions on how to enrich class presentation and use class time 
efficiently. The Instructor’s Manual has been updated to reflect changes in the 
main text as well as infused with a fresh and intuitive approach to teaching 
this course. The Instructor’s Manual is available for download in Word and 
PDF formats.

 solutions manual
The Solutions Manual, written by Mark Rush and checked for accuracy by 
 Jeannie Gillmore, contains the solutions to all Chapter Checkpoint Study Plan 
Problems and Applications, Instructor Assignable Problems and Applications, 
and the Multiple Choice Quiz. The Solutions Manual is available for download in 
Word and PDF formats.

 Three Test item Files and TestGen
More than 12,000 multiple-choice, numerical, fill-in-the-blank, short answer, essay, 
and integrative questions make up the three Test Item Files that support Foundations 
of Economics. Mark Rush reviewed and edited the updated and new questions from 
three dedicated principles instructors to form one of the most  comprehensive test-
ing systems on the market. Our microeconomics questions were written by Carol 
Dole  (Jackson  University); and our macroeconomics questions were written by 
 Svitlana.  Maksymenko (University of Pittsburgh) and David Black (University of   
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Toledo). The entire set of questions is available for download in Word, PDF, 
and TestGen formats.

All three Test Item Files are available in test generator software (TestGen 
with QuizMaster). TestGen’s graphical interface enables instructors to view, edit, 
and add questions; transfer questions to tests; and print different forms of tests. 
Instructors also have the option to reformat tests with varying fonts and styles, 
margins, and headers and footers, as in any word-processing document. Search 
and sort features let the instructor quickly locate questions and arrange them in 
a preferred order. QuizMaster, working with your school’s computer network, 
automatically grades the exams, stores the results on disk, and allows the instruc-
tor to view and print a variety of reports.

 instructor‘s Resource center
This page on the Pearson Higher Education website (www.pearsonhighered.
com/IRC) contains the Instructor’s Manual, Solutions Manual, and Test Item 
Files in Word and PDF formats. It also contains the Computerized Test Item Files 
(with a TestGen program installer) and PowerPoint resources. It is compatible 
with both Windows and Macintosh operating systems.

For access or more information, contact your local Pearson representative or 
request access online at the Instructor Resource Center.
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together. Mark also made many valuable suggestions for improving the text and 
the Checkpoint Problems. His contribution went well beyond that of a reviewer, 
and his effervescent sense of humor kept us all in good spirits along the way.

Working closely with Mark, Luke Armstrong wrote content for the Instruc-
tor’s Manual. Carol Dole, Svitlana Maksymenko and David Black authored new 
questions for the Test Item Files.

Luke Armstrong and Carol Dole recorded the narrations that accompany the 
Big Picture, Concept, and Solutions Videos in the eText. The engaging style and 
clarity of these outstanding teachers makes these videos a powerful learning tool. 

Fred Bounds (Georgia  Perimeter  College) and Carol Dole provided outstand-
ing reviews of the Study Plan and Assessment problems in MyEconLab that helped 
to make our exercises as effective as possible.

The ideas from which Foundations grew began to form over dinner at the 
 Andover Inn in Andover, Massachusetts, with Denise Clinton and Sylvia 
 Mallory. We gratefully acknowledge Sylvia‘s role not only at the birth of this 
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enormous experience.
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The success of Foundations owes much to its outstanding editors: Director of 
Portfolio Management, Adrienne D’Ambrosio, and Portfolio Manager, Ashley 
Bryan. Adrienne’s acute intelligence and sensitive understanding of the market 
have helped sharpen our vision of this text and package over several editions, 
and Ashley has brought a fresh perspective to this Eight edition revision. The 
value-added of Adrienne and Ashley is huge. It has been, and we hope it will for 
many future editions remain, a joy to work with them.

Jonathan Boylan created the new impressive cover design and converted the 
raw ideas of our brainstorms into an outstandingly designed text.

Melissa Honig, Digital Studio Producer, and Noel Lotz, Digital Content 
Team Lead have set a new standard for online learning and teaching resources. 
They have been sources of high energy, good sense, and level-headed advice and 
quickly found creative solutions to all our technology problems.

Nancy Freihofer, our outstanding, ever calm, Content Producer, worked 
with a talented team at Integra, Project Editor, Heather Johnson, and designer, 
art coordinator, and typesetter. Our copy editor, Catherine Baum, gave our work 
a thorough review and helpful polish, and our proofreader ensured the most 
 error-free text we have yet produced.

Our marketing team, comprised of Ramona Elmer, Tricia Murphy, and Brad 
Parkins, has been an integral part of this revision process. They have provided 
great knowledge and strategies to help continuously improve our suite of 
 materials and keep them relevant and valuable in these ever-changing times.

Richard Parkin, our technical illustrator, created the figures in the text, the 
dynamic figures in the eText, the animated figures in the PowerPoint presenta-
tions, created the animations for and assembled the enhanced eText videos, and 
contributed many ideas to improving the clarity of our illustrations in all media.

Jeannie Gillmore, our long-standing personal assistant, worked closely with 
us to create MyEconLab Study Plan and Assignment problems and to ensure  the 
highest standards for our feedbacks and “help me solve this” question help.

Finally, our reviewers, whose names appear on the following pages, have 
made an enormous contribution to this text and MyEconLab resources. Once 
again we find ourselves using superlatives, but they are called for. In the many 
texts that we’ve written, we’ve not seen reviewing of the quality that we  enjoyed 
on this revision. It has been a pleasure (if at times a challenge) to respond 
 constructively to their many excellent suggestions.

Robin Bade
Michael Parkin
London, Ontario, Canada
robin@econ100.com
mparkin@uwo.ca
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Getting Started

Chapter CheCklist

You’re in school!  
Did you make the right decision?

When you have completed your study of this chapter,  
you will be able to

1 Define economics and explain the kinds of questions that  
economists try to answer.

2 Explain the ideas that define the economic way of thinking.

3 Explain how economics is useful as a life skill. MyEconLab Big picture Video
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