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Sapling Plus

Everything You Need in a Single Learning Path

SaplingPlus is the first system to support students and instructors at every step, from
the first point of contact with new content to demonstrating mastery of concepts and
skills. It is simply the best support for Principles of Economics.

Pre-class
Tutorials

*

Introduce new topics in a more
manageable, less intimidating way, to
help students better retain what
they've learned for class time.

Test Bank

Classroom J
Activities
2\ Multiple-choice and short-answer
\ questions to help instructors assess
/f-j‘f students’ comprehension,

interpretation, and ability

Foster student curiosity to synthesize

and understanding through “clicker”
questions (via iClicker Campus) and
curated active learning activities.

Assessment

Q

Homework Assignments—
with an intuitive approach to
graphing—offer multi-part

questions and targeted
feedback.

Developing
Understanding

LearningCurve Quizzes identify
knowledge gaps and then nudge each
student to fill those gaps through

an enhanced eBook, videos, and
interactives. - /'
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PAUL KRUGMAN, recipient of the 2008 Nobel Memorial Prize in Economic
Sciences, is a faculty member of the Graduate Center of the City University of New
York, associated with the Luxembourg Income Study, which tracks and analyzes
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economy of economic inequality and its relationship with political polarization from
the Gilded Age to the present. His earlier books, Peddling Prosperity and The Age of
Diminished Expectations, have become modern classics.
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University. She received her BA from the University of Chicago and her PhD from
the University of California at Berkeley; she then did postdoctoral work at MIT. She
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Vision and Story of Macroeconomics

This is a book about economics as the study of what people do and how they
interact, a study very much informed by real-world experience. These words, this
spirit, have served as a guiding principle for us in every edition.

While we were driven to write this book by many small ideas about particular aspects
of economics, we also had one big idea: an economics textbook should be built
around narratives, many of them pulled from real life, and it should never lose sight of
the fact that economics is, in the end, a set of stories about what people do.

Many of the stories economists tell take the form of models—for whatever else they
are, economic models are stories about how the world works. But we believe that
student understanding of and appreciation for models are greatly enhanced if they are
presented, as much as possible, in the context of stories about the real world that both
illustrate economic concepts and touch on the concerns we all face living in a world
shaped by economic forces.

You’ll find a rich array of stories in every chapter, in the chapter openers, Economics
in Actions, For Inquiring Minds, Global Comparisons, and Business Cases. As
always, we include many new stories and update others. We also integrate an
international perspective throughout, more extensively than ever before. It starts with
a new introduction and an opening story on China’s Pearl River Delta that sets the
stage for new attention to China’s ascendance in the global economy. An overview of
the types of narrative-based features in the text is on p. x.

We also include pedagogical features that reinforce learning. For example, each major
section ends with three related elements devised with the student in mind: (1) the
Economics in Actions: a real-world application to help students achieve a fuller
understanding of concepts they just read about; (2) a Quick Review of key ideas in list
form; and (3) Check Your Understanding self-test questions with answers at the back
of the book. Our thought-provoking end-of-chapter problems are another strong
feature. The Work It Out feature appears in all end-of-chapter problem sets, offering
students online tutorials that guide them step-by-step through solving key problems.



With the Fifth Edition, a new feature, Discovering Data exercises, offers students the
opportunity to use interactive graphs to analyze interesting economic questions. An
overview of the text’s tools for learning is on p. xi.

Students also benefit from the impressive set of online resources that are linked to
specific chapter content. These include several exciting new digital features as well as
adaptive quizzing, tutorials, interactive activities, graphing questions, and data-
analysis questions. All have been devised with the goal of supporting instructor
teaching and student learning in principles of economics courses.

We hope your experience with this text is a good one. Thank you for introducing it
into your classroom.

Krugman/Wells,

Krugman/Wells, Macroeconomics, Macroeconomics, 5e,
5e, © 2018 Worth Publishers © 2018 Worth Publishers

Paul Krugman Robin Wells



Engaging Students in the Study of
Macroeconomics

We are commiitted to the belief that students learn best from a complete textbook
program built around narratives, steeped in real life and current events, with a
strong emphasis on global matters and with proven technology that supports
student success.

Narrative Approach

This is a textbook built around narratives and stories, many pulled from real life. In
every chapter, stories are used to teach core concepts and motivate learning. We
believe that the best way to introduce concepts and reinforce them is through
memorable, real-world stories; students simply relate more easily to them.

() Global Focus

This book is unrivaled in the attention paid to global matters. We have thoroughly
integrated an international perspective into the text, in the numerous applications,
cases, and stories and, of course, in the data-based Global Comparison feature.

Technology That Builds Success

Macroeconomics is not just a textbook. It has evolved to become a complete program
with interactive features designed and built to extend the goals of the text. This
program encourages even stronger student engagement, mastery of the material, and
success in the course.

AR Look for this Interactive Activity icon throughout the text to
find materials that are enhanced by our online tools.

What’s New in the Fifth Edition?



Technology that offers the best value and price. Because students’ needs are
changing, our most powerful learning option is now our most affordable. SaplingPlus
is a new digital solution that combines LearningCurve with an integrated e-Book,
robust homework, improved graphing, and fully digital end-of-chapter problems
including Work It Outs. And if print is important, a package with a loose-leaf copy of
the text is only a few dollars more.

Discovering Data exercises help students interpret, analyze, share, and

report on data. Students develop data literacy by completing these new interactive
exercises, step-by-step problems that have students use up-to-the-minute FRED data.

Current events framed by the world’s best communicators of

economics. No other text stays as fresh as this one. The authors—who have
explained economics to millions through trade books and newspaper columns—offer
a new online feature, News Analysis, that pairs journalistic takes on pressing issues
with questions based on Bloom’s taxonomy. This complements the text’s unparalleled
coverage of current topics: sustainability, the economic impact of technology, pressing
policy debates, and much more.

A richer commitment to broadening students’ understanding of the

global economy. With unparalleled insight and clarity, the authors use their
hallmark narrative approach to take students outside of the classroom and into our
global world, starting in the Introduction with a new opening story on the economic
transformation in China’s Pearl River Delta. The global focus is carried throughout in
chapter openers, Economics in Action, Business Cases, and Global Comparisons.
There is now more on the ascendance of China’s economy, along with real-world
stories about the economies of Europe, Bangladesh, and Japan, among many others.



Engaging Students with a Narrative
Approach

Income and
Expenditure
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An Economic Breakthrough in Bangladesh

Western news media rarely mention Bangladesh: it’s not
1 hot spot, it doesnt have oil,
immense neighbor, India. Yet it is home to
nd although it is still

nd it’s evershad-

in 1971, after a brutal war—was barely higher than it had
been in 1950, when the country was so poor that it liter
d on the edge of sta
the nation be

Although Bangladesh remains a wery poor counlry. a high growth
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period from E990 10 2010,
By 2015 real GDP per capita was almost 2% times wha 3
Other measures also showed dramatie improvements in the quality of life: life
expectancy rose by a dozen years, fell by 70 pereent, school enroll-
nt rose sharply, especially for girls,
Make o mistake, Bangladesh is sill incredibly poor by American stan-
dards. Wages I g. while working conditions are often
and dangerou ighted in 2013, when a factory complex col-
sed, killing more than a thousand workers. But compared with its own past,
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L GLOBAL COMPARISON  THE BIG MONEYS
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Parking Your Money at PayPal

QUESTIONS FOR THOUGHT

Krugman/Wells, Macroeconomics, 5e, © 2018 Worth Publishers

To engage students, every chapter begins with a compelling story. What You Will
Learn questions help students focus on key concepts in the chapter.

So students can immediately see economic concepts applied in the real world,
Economics in Action applications appear throughout chapters.

To provide students with an international perspective, the Global Comparison
feature uses data and graphs to illustrate why countries reach different economic
outcomes.

So students can see key economic principles applied to real-life business situations,
each chapter concludes with a Business Case.



Engaging Students with Effective
Tools for Learning

ECONOMICS >> in Action

China Pegs the Yuan
In the carly years of the twenty-!
of the lengths to which countr xed exchange rate.
In the first st of this siory, China acted 0 keep its
currency down. The country’s r as an
i L,

e capital fows were somewhat limited by
exchange controls—but kept coming in anyway.
It of the current account surplus and priv
inflows, China found itself in the position desc
panel (b} of Figure 18-7: at the target exchange rate, the
demand for yuan exceeded the supply. Yet th

government was determined 10 keep the excha
fixed at a value below its equilibrium level,

To keep the rate fixed, C ad 10 engage In large-
scale exchange market intervention, selling yuan, buying
up other countries” currencies (mainly U.S. dollars) on the
Ghing providos o strking orampio of tho longths fo which counres [oreiEn exchange market, and adding them to its reserves.
someimes Go to maintain a faod exchango rate, ndeed, between carly 2009 and carly 2014 China added

s2v 1 10 its foreign exch which by mid-
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te policy led {0 some friction with its trading partners, who
el |h.“ it Iud the effect of subsidizing Chinese exports,
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+ Counpies choose dffesent Vietnam and Bangladesh. Also, China's economic em..m while still F:M slowed,

imvestors grew nervous about a possible financis
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rates and floating exchange rates. $1 trillion, the great majority of it going to the United St
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‘hm"f“;“,,’::;t“ arp decling in the yuan, But the Chinese gover

Intervention, using foreign fall as it had once been to sce it rise. Sa China bcg.'l using its
exchange resérves. Counties eon reserves of foreign currency 1o buy large quantities of yuan. And by carly 2017
sl use domestic policies 1o shift reserves had fallen from $4 wrillion to less than §3 willion,

supply and demand in theforeign |
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. Choosing an exchange rate 1. Draw a diagram, similar to Figure 18-7, representing the foreign exchange situation of
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anchange ates ant good for cr yuan. Then show with » diagram how cach of the following pol
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DEMAND VERSUS QUANTITY DEMANDED It's OKto be a bit sloppy in ordinary conversation. But when you're
When economists say "an increase in demand” they mean a nghcwavd d 0 ysis, it tom between
shrfl of the demand curve, and when they say “a changes in the g )
they meana of the s, when they're d shifts of | igure 3-3 foran
being careful. illustration). up writing his:
. Je, including “If demand increases, the price will go up, but that willlead to a fal in
For example, might say. demand, which pushes the price down ... " and then go around in circles.
“the demand for air travel has doubled over the past 15 years, partly If you make a clear distinction between changes in demand, which
because of falling airfares” when he or she really means that the ‘mean shifts of the demand curve, and changes in quantity demanded,
quantity demanded has doubled. which means movement along the demand curve, you can avoid a lot

of confusion.

Krugman/Wells, Macroeconomics, 5e, © 2018 Worth Publishers



3. E Access the Discovering Data exercise for
=] Chapter 16 online to answer the following
questions.

a. How much did the monetary base change in the last
vear?

b. How did the change in the monetary base help in
the government'’s efforts to finance its deflicit?

c. Why is it important for the central bank to be inde-
pendent of government policy makers?

Krugman/Wells, Macroeconomics, 5e,
© 2018 Worth Publishers

. WORK IT OUT Interactive step-by-step help
with solving this problem can be found online,

15. There is only one labor market in Profunctia. All
workers have the same skills, and all firms hire work-
ers with these skills. Use the accompanying diagram,
which shows the supply of and demand for labor, 1o
answer the following questions. Hlustrate each answer
with a diagram.

Wage
rate
520 ]
10
1 B
o 50 100
Quantity of labor
(thousands)

a. What is the equilibrium wage rate in Prolunctia? At
this wage rate, what are the level of employment, the
size of the labor force, and the unemplovment rate?

b. If the government of Profunctia sets a minimum
wage equal to $12, what will be the level of employ-
ment, the size of the labor force, and the unemploy-
ment rate?

. If unions bargain with the firms in Profunctia and
sel a wage rate equal to $14, what will be the level
of employment, the size ol the labor lorce, and the
unemployment rate?

1]

d. If the concern for retaining workers and encour-
aging high-quality work leads firms 10 set a wage
rate equal 1o $16, what will be the level of employ-
ment, the size of the labor force, and the unemploy-
ment rate?

Krugman/Wells, Macroeconomics, e,
© 2018 Worth Publishers

To reinforce learning, sections within chapters conclude with three tools: an
application of key concepts in the Economics in Action; a Quick Review of key
concepts; and a comprehension check with Check Your Understanding questions.
Solutions for these questions appear at the back of the book.



Pitfalls teach students to identify and avoid common misconceptions about economic
concepts.

End-of-chapter Work It Out skill-building problems provide interactive step-by-step
help with solving select problems from the textbook.

Discovering Data exercises offer students the opportunity to use interactive graphs to
analyze interesting economic questions.



Engaging Students with Technology

The technology for this new edition has been developed to spark student
engagement and improve outcomes while offering instructors flexible, high-
quality, research-based tools for teaching this course.

5 SaplingPlus

NEW! SaplingPlus combines powerful multimedia resources with an
integrated e-Book and the robust problem library of Sapling Learning, creating
an extraordinary new learning resource for students. Online homework helps
students get better grades with targeted instructional feedback tailored to the
individual. And it saves instructors time preparing for and managing a course
by providing personalized support from a PhD or Master’s level colleague
trained in Sapling’s system.

NEW! Pre-Lecture Tutorials foster basic understanding of core
economic concepts before students ever set foot in class. Developed by two
pioneers in active-learning methods—Eric Chiang, Florida Atlantic
University, and José Vazquez, University of Illinois at Urbana—Champaign—
this resource is part of the SaplingPlus learning path. Students watch Pre-
Lecture videos and complete Bridge Question assessments that prepare them
to engage in class. Instructors receive data about student comprehension that
can inform their lecture preparation.

<< LearningCurve Adaptive Quizzing

Embraced by students and instructors alike, this incredibly popular and
effective adaptive quizzing engine offers individualized question sets and
feedback tailored to each student based on correct and incorrect responses.
Questions are hyperlinked to relevant e-Book sections, encouraging students
to read and use the resources at hand to enrich their understanding.



Krugman/Wells, Macroeconomics, Se, © 2018 Worth Publishers

NEW! Graphing Questions >>

Powered by improved graphing, multi-step questions paired with helpful
feedback guide students through the process of problem solving. Students are
asked to demonstrate their understanding by simply clicking, dragging, and
dropping a line to a predetermined location. The graphs have been designed so
that students’ entire focus is on moving the correct curve in the correct
direction, virtually eliminating grading issues for instructors.

Krugman/Wells, Macroeconomics, 5e, © 2018 Worth Publishers

Work It Out >>

These skill-building activities pair sample end-of-chapter problems with
targeted feedback and video explanations to help students solve problems step-
by-step. This approach allows students to work independently, tests their
comprehension of concepts, and prepares them for class and exams.



“Trade-Offs and Trade Work It Out: Question 1 of 4

Krugman/Wells, Macroeconomics, 5e, © 2018 Worth Publishers

<< NEW! Discovering Data Exercises help students interpret and

analyze data by completing interactive, stepped-out exercises that use up-to-
the-minute FRED data. These exercises help students develop data literacy
and synthesizing skills, encourage economic analysis based on recent trends,

and build an understanding of the broader economy.

International Trade: Discovering Data

FRED -~

What was the value of exports to China from the following states in 20122
Value of exports from California: $ | 13122323451 Value of exports from Florida: $
Value of exports from Michigan: § [: Value of exports from Pennsylvania: $ :]

Krugman/Wells, Macroeconomics, 5e, © 2018 Worth Publishers



Powerful Support for Instructors

FOR ASSESSMENT

Test Bank Fully revised for the Fifth Edition, the Test Bank, authored by Syon
Bhanot, Swarthmore College, and Kevin Beckwith, Salem State University, contains
multiple-choice and short-answer questions to help instructors assess students’
comprehension, interpretation, and ability to synthesize.

End-of-Chapter and Work It Out Questions The in-text end-of-chapter
problems have been converted to a multiple-choice format accompanied by answer-
specific feedback. Work It Out activities walk students through each step of solving
an end-of-chapter problem using choice specific feedback and video explanations for
each step.

Homework Assignments Each chapter concludes with homework of various
question types, including graphing questions featuring our updated graphing player,
providing instructors with a curated set of multiple-choice and graphing questions that
are easily assigned for graded assessment.

Practice Quizzes Designed to be used as a study tool for students, Practice
Quizzes allow for multiple attempts as students familiarize themselves with chapter
content.

ADDITIONAL RESOURCES

A Gradebook This useful resource offers clear feedback to students and instructors
on individual assignments and on performance in the course.

L.MS integration Included so that online homework is easily integrated into a
school’s learning management system and that an instructor’s Gradebook and roster
are always in sync.

Instructor’s Resource Manual Authored by Tori Knight, Carson-Newman



University, this manual offers instructors teaching materials and tips to enhance the
classroom experience, along with chapter objectives, outlines, and other ideas.

Solutions Manual Prepared by the authors of the text, this manual offers detailed
solutions to all of the text’s end-of-chapter problems and the Business Case questions.

Interactive Presentation Slides These brief, interactive, and visually interesting
slides, authored by Solina Lindahl, California Polytechnic State University, San Luis
Obispo, are designed to hold students’ attention in class with graphics and animations
demonstrating key concepts, real-world examples, hyperlinks to relevant outside
sources (including videos), and opportunities for active learning.

Additional technology resources available to support
Krugman and Wells

Krugman/Wells, Macroeconomics, 5e, © 2018 Worth Publishers

LaunchPad

For longtime users, a new version of LaunchPad is available with this Fifth Edition.
It includes an interactive e-Book, pre-built units offering instructors ready-made
assignments with LearningCurve quizzes, graded homework, graphing questions, and
Work It Out skill-building activities.

P‘!‘ffo;.tm.':.tc;vm;l': .\:!odﬂ's And Production Possibilities m
ECOI"IOITI!C Tradeoff L
f/ h" [rrert
@

-

© [

Krugman/Wells, Macroeconomics, 5e, © 2018 Worth Publishers

@ FlipltEcon prip1tEcon.com


http://FlipItEcon.com

FlipItEcon is available as a standalone resource or integrated with the SaplingPlus
learning path. Developed by two pioneers in active-learning methods—Eric Chiang,
Florida Atlantic University, and José Vazquez, University of Illinois at Urbana—
Champaign—Fliplt gets students actively involved in learning economics in a fresh
way. Students watch Pre-Lectures and complete Bridge Question assessments before
class, helping them prepare for class so they can be engaged. Fliplt also gives
instructors data about student comprehension that can inform their lecture preparation.

WHAT’S NEW IN THIS EDITION?

There are 33 new opening stories, Business Cases, and Economics in Action
applications in this edition—nearly a third of these stories are new, ensuring that
the Fifth Edition is truly current and relevant. Many other stories have been
updated and refreshed.

Ryan Pyle/Getty Images

9 New Opening Stories

A Day in the Megacity

Big City, Not So Bright Ideas

Liftoff

Paying for a Hidden Empire

Hard Times in Helsinki

Different Generations, Different Policies
Spending Our Way Out of a Recession
Not So Funny Money

Old Books and New Ideas



Smileus/Shutterstock

8 New Business Cases

How Priceline Revolutionized the Travel Industry

Uber Gives Riders a Lesson in Supply and Demand
Why Taxi Medallion Lenders Are Feeling Like Roadkill
TaskRabbit

Raising the Bar(code)

Toyota Makes Its Move

Parking Your Money at PayPal

Dining and Dollars in Buenos Aires

Bjoern Wylezich/Shutterstock

16 New Economics in Action Applications

The Fundamental Law of Traffic Congestion
Economists: What Are They Good For?

Why Price Controls in Venezuela Proved Useless
Solar Disputes

An Economic Breakthrough in Bangladesh

The Rise, Fall, and Return of the Productivity Paradox
What’s the Matter with Italy?

To Shale and Back

Sticky Wages in the Great Recession

A Tale of Two Stimuli

Trying to Balance Budgets in a Recession
Reducing Implicit Liabilities

Financial Regulation After the 2008 Crisis



Up the Down Staircase
Japan’s Escape Attempt
Strong Dollar Woes
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