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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.
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Demand and Supply

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

-

Distinguish between quantity demanded and demand, and explain
what determines demand.

N

Distinguish between quantity supplied and supply, and explain
what determines supply.

w

Explain how demand and supply determine price and quantity in a
market, and explain the effects of changes in demand and supply.

FOUNDATIONS OF MICROECONOMICS

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

CHAPTER CHECKLIST

MyEconLab Big picture

F CHECKPOINT 4.1

Distinguish between q 1 and d , and explain

what determines demand.

Practice Problems

The following events occur one at a time in the market for cell phones:

The price of a cell phone falls.

Producers announce that cell-phone prices will fall next month.

The price of a call made from a cell phone falls.

The price of a call made from a land-line phone increases.

The introduction of camera phones makes cell phones more popular.

1. Explain the effect of each event on the demand for cell phones.
2. Use a graph to illustrate the effect of each event.
3. Does any event (or events) illustrate the law of demand?

MyEconLab Study Plan 4.1
Key Terms Quiz
Solutions

EYE on TUITION
Why Does Tuition Keep Rising?

Tuition has increased every year since
1980 and at the same time, enrollment
has steadily climbed. Figure | shows
these facts. The points tell us the levels
of enrollment (x-axis) and tuition (y-axis,
measured in 2010 dollars) in 1981, 1991,
and each year from 2001 to 2010. We

In a given year, other things remain
the same, but from one year to the
next, some things change.The popula-
tion has grown, incomes have increased,
jobs that require more than a high-
school diploma have expanded while
jobs for high-school graduates have

Eye On boxes apply theory to
important issues and problems
that shape our global society and
individual decisions.

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.

can interpret the data using the demand
and supply model

shrunk, and government subsidized stu-
dent loans programs have expanded.

described. In 2001, demand was Dg,;
and supply was S. The market was in
equilibrium with 16 million students
enrolled paying an average tuition of
$15,000. By 2010, demand had
increased to Djo. At the tuition of
2001, there would be a severe short-
age of college places, so tuition rises.
In 2010, the market was in equilibrium

| FIGURE 4.4
Change in Quantity Demanded Versus Change in Demand

MyEconLab Animation

@ A decrease in the
quantity demanded
The quantity demanded decreases
and there is a movement up along
the demand curve Dy if the price
of the good rises and other things
remain the same.

Price (dollars per bottle)
250

2.00 +

© A decrease in demand

Demand decreases and the

demand curve shifts leftward

(from D, to D)) if

B The price of a substitute
falls or the price of a
complement rises.

B The price of the good is 0.50 4
expected to fall. : D,

B Income decreases.*

1.50 +

1.00 +

B Expected future income

L— t I I I I
0 8 9 10 1 12 13
Quantity (millions of bottles per day)

or credit decreases.
W The number of buyers
decreases.

* Bottled water is a normal good.

© An increase in the

quantity demanded

The quantity demanded increases
and there is a movement down
along the demand curve D, if

the price of the good falls and
other things remain the same.

@ An increase in demand

Demand increases and the

demand curve shifts rightward

(from D, to D,) if

B The price of a substitute
rises or the price of a
complement falls.

B The price of the good is
expected to rise.

B Income increases.

W Expected future income
or credit increases.

W The number of buyers
increases.




MyEconLab™ Provides the Power of Practice

Optimize your study time with MyEconLab, the online assessment and tutorial system. When you take
a sample test online, MyEconLab gives you targeted feedback and a personalized Study Plan to identify
the topics you need to review.
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The equibrium price of a barrel of ol falls and the cqulibrium quantity increases.
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Learning Resources

Study Plan problems link to learning resources that
further reinforce concepts you need to master.

* Help Me Solve This learning aids help you break

down a problem much the same way as an instructor ®
would do during office hours. Help Me Solve This is C O n a
available for select problems.

» eText links are specific to the problem at hand so
that related concepts are easy to review just when they
are needed.

Find out more at www.myeconlab.com

» A graphing tool enables you to build and manipulate
graphs to better understand how concepts, numbers,
and graphs connect.



Current News Exercises

Posted weekly, we find the latest microeconomic
and macroeconomic news stories, post them,
and write multi-part exercises that illustrate the
economic way of thinking about the news.

Homework: News
MONOORONY

Exercise Score: 0 of 1 pt Assignment Score: 0% (0 of 4 pts)

Economics in the News
September 30, 2013
Read the news article.

China to launch mysterious free trade zone in Shanghai, and then

answer the following questions.

Price (dollars per litre}
400

3204 S
World price
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2. Why is free trade beneficial? Who wins? Does anyone lose? |2

. N . . 2404
Free trade is beneficial because it win and 218,05

from free trade.
lowers the world price;
Producers: consumers lose

1604

generates a tariff reverme;
Consumers; governments lose 80 Dy
increases exports;

Both consumers and producers; governments lose ar

¥ does not create a deadweight loss:

2 [ 3
Both consumers and producers win; nobody loses Quantity of French wine (thousands of litres per day)
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Interactive Homework Exercises

Participate in a fun and engaging activity that helps
promote active learning and mastery of important
economic concepts.

Pearson’s experiments program is flexible and easy for
instructors and students to use. For a complete list of

available experiments, visit www.myeconlab.com.

-
3. Graphical Analysis.
The launch of the free frade zone in Shanghai could be a game #»> Draw only the objects specified in the question.
changer for China's economy
Considering that France exports wine fnto China: I~
Click a line or paint to select it. @
2 parts remaining [ clearan ] [ Checkanswer | | [ save
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