Fifth Edition

Macroeconomigs

U S BOOKSPORE

3.00

!
Y
& 5a
! . = -
-
| ik - ‘
¢ % )

" MICHAEL PARKIN



vsﬁg}% :
. 0 s

i

W
|

il
.




To Robin



t Michael Parkin

Michael Parkin

received his training as an economist at the
Universities of Leicester and Essex in England.
Currently in the Department of Economics at
the University of Western Ontario, Canada,
Professor Parkin has held faculty appointments at
Brown University, the University of Manchester,
the University of Essex, and Bond University.

He is a past president of the Canadian
Economics Association and has served on the
editorial boards of the American Economic Review
and the Journal of Monetary Economics and as
managing editor of the Canadian Journal of
Economics. Professor Parkin’s research on macro-
economics, monetary economics, and interna-
tional economics has resulted in over 160 publi-
cations in journals and edited volumes, including
the American Economic Review, the Journal of
Political Economy, the Review of Economic Studies,
the Journal of Monetary Economics, and the Journal
of Money, Credit and Banking. He became most
visible to the public with his work on inflation
that discredited the use of wage and price con-
trols. Michael Parkin also spearheaded the move-
ment toward

European monetary
union. Professor
Parkin is an expe-
rienced and dedi-
cated teacher of
introductory
economics.



his book presents economics as a serious,
lively, and evolving science. Its goal is to
help the student to develop the “economic
way of thinking” and to gain insights into

how the economy works and how it might be made
to work better. # My goal is to make economics as
accessible as possible yet to provide a thorough and
complete coverage of the subject, not a slimmed-down
or oversimplified selection. ® I am conscious that
many students find economics hard, so I place
the student at center stage and write for the
student. I use a style
and language that don’t
P reface intimidate and that
allow the student to
concentrate on the
substance. ® I open
each chapter with a clear statement of learning
objectives, a real-world student-friendly vignette
to grab attention, and a brief preview. I illustrate
principles with examples that are selected to hold
the student’s interest and to make the subject lively.
And I put principles to work by using them to illu-
minate current real-world problems and issues. # I
present some new ideas, such as dynamic compara-
tive advantage, game theory, the modern theory of
the firm, public choice theory, rational expectations,
new growth theory, and real business cycle theory.
But I explain these topics with familiar core ideas
and tools. ® Today’s course springs from today’s
issues—the information revolution, the East Asian
recession, and the expansion of global trade and
investment. But the principles that we use to under-
stand these issues remain the core principles of our
science. ® Governments and international agencies
place renewed emphasis on long-term fundamentals
as they seek to sustain economic growth. This book
reflects this emphasis. ® To enable students to
access the latest information on the national and
global economy, I have developed a companion Web
site. And to provide active learning opportunities,
have developed the tutorials and quizzes on the
accompanying Economics in Action CD.



X
PREFACE

The Fifth Edition Revision

Economics, F1irTH EDITION, RETAINS ALL THE
improvements achieved in its predecessor with its
emphasis on core principles, coverage of recent eco-
nomic developments, brief yet accessible explana-
tions, and strong pedagogy. New to this edition are:
m Revised and updated macro content
B In-text review quizzes
m Parallel end-of-chapter problems
® Part wrap-ups

Revised and Updated Macro Content
The four major revisions in the macro chapters are:

1. Measuring Employment and Unemployment
(Chapter 24): A new chapter (based on Chapter
25 of the Fourth Edition) that covers the mea-
surement issues in the labor market.

2. The Economy at Full Employment (Chapter
26): A new chapter that begins to build the story
of the aggregate supply side of the economy and
that explains how changes in population, capital,
and technology change potential GDP, employ-
ment, and the real wage rate. This chapter pro-
vides the foundation for the theory of aggregate
supply and is the jumping-off point for two sub-
sequent chapters on capital accumulation and
economic growth.

3. Inflation (Chapter 33): An improved explanation
and international illustration of the links between
inflation and interest rates.

4. Thorough and extensive updating to reflect the
U.S. economy and the global economy of 1998
and 1999, including events such as the evolution
of the federal budget from deficit to surplus, the

ongoing spectacular performance of the U.S.
economy, recession in Asia, and turmoil in global
financial markets.

In-Text Review Quizzes

[ have replaced the in-text Reviews of the previous
editions with Review Quizzes. These brief quizzes
invite students to revisit the material they have just
studied with a set of questions in mind. I hope that
these quizzes will encourage a more critical and
thoughtful rereading of any material that proves diffi-
cult for the student. The Instructors Manual provides
the answers.

Parallel End-of-Chapter Problems

[ have reworked the end-of-chapter problems and
created pairs of parallel problems. Robin Bade and I
have provided the solutions to the odd-numbered
problems at the end of the text, and these solutions
together with those to the even-numbered problems
provided by Melinda Nish appear in the Instructor’s
Manual. This arrangement provides help to students
and flexibility to instructors who want to assign
problems for credit.

Part Wrap-Ups

A new feature at the end of each part:

® Explains how the chapters relate to each other and
fit into the larger picture.

m Provides a biographical sketch of the economist
who developed the central idea of that part, and
places the original contribution in its historical
context.

m Presents an interview with a leading contemporary
economist.



Features to Enhance
Teaching and Learning

HERE 1 DESCRIBE THE CHAPTER FEATURES
that are designed to enhance the learning process.

Each chapter contains the following learning aids.
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Chapter Objectives

A list of learning objectives enables students to see
exactly where the chapter is going and to set their
goals before they begin the chapter. I link these goals
directly to the chapter’s major headings.

After studying this
chapter, you will

Chapter Opener

A one-page student-friendly, attention-grabbing
vignette raises questions that both motivate and focus

the chapter.

The Economic
Problem

We live in a style that surprises our

grandparents and would have aston-

ished our great-grandparents. Most of us
live in more spacious homes than they did.
We eat more, grow taller, and are even born
larger than they were. Video games, cellular
phones, gene splices, and personal computers did not
exist even 20 years ago. Economic growth has made us
richer than our grandparents. And we are not alone in experi-
encing an expansion in the goods and services that we consume.
Many nations around the world are not only sharing our experience:
They are setting the pace. Before the recent Asia crisis, Hong Kong,
Taiwan, Singapore, Korea, and China expanded at unheard-of rates.
But economic growth does not liberate us from scarcity. Why not?

Why, despite our immense wealth, must we still make choices and face
costs? Why are there no “free lunches” @ We
see an incredible amount of specialization and
trade in the world. Each one of us specializes

Making the
Most of It

in a particular job—as a lawyer, a car maker, a
home maker. We have become so specialized
that one farm worker can feed 100 people.
Less than one sixth of the U.S. work force is
employed in manufacturing. More than half
of the work force is employed in wholesale and retail trade, banking
and finance, government, and other services. Why do we specialize?
How do we benefit from specialization and trade? ® Over many cen-
turies, institutions and social arrangements have evolved that we take
for granted. One of them is property rights and the political and legal
system that protects them. Another is markets. Why have these social
arrangements evolved? How do they increase production?

) These are the questions that we study in this chapter. We begin
with the core economic problem: scarcity and choice and the concept
of the production possibility frontier. We then learn about the central
idea of economics—efficiency. We also discover how we can expand
production by accumulating capital and by specializing and trading.
@ What you will learn in this chapter is the foundation on which all
economics is built. You will receive big dividends from a careful study
of this material.

be able to:

B Explain the fundamental
economic problem

B Define the production
possibility frontier

B Define and calculate
opportunity cost

B Explain the conditions in
which resources are used
efficiently

B Explain how economic
growth expands produc-
tion possibilities

B Explain how specialization
and trade expand produc-
tion possibilities

After studying this
chapter, you will
be able to:

W Explain the funda-

mental economic
problem

B Define the produc-
tion possibility
frontier

Define and calculate
opportunity cost

[ Explain the con-
ditions in which
resources are used
efficiently

B Explain how eco-
nomic growth
expands production
possibilities

B Explain how special-
ization and trade
expand production
possibilities
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In-Text Review Quizzes

A review quiz at end of most major sections enables
students to determine whether a topic needs further
study before moving on.

R E VI E W QUI“Z

What is scarcity?
What is the fundamental economic problem?
Can you provide a definition of economics?

+ What are the resources that can be used to
produce goods and services?
How do we cope with the fact that our wants
cannot be satisfied with the available resources?

Key Terms

Highlighted terms within the text simplify the stu-
dent’s task of learning the vocabulary of economics.
Each highlighted term appears in an end-of-chapter
list with page numbers, an end-of-book glossary,
boldfaced in the index, in the Economics in Action
software, and on the Parkin Web site.

Land is the gifts of nature that we
= | use to produce goods and services. It

includes the air, the w]
KEY TERMS

surface as well as the 1
beneath the surface of]
Capital is the g
produced and that we
produce other goods 4
includes interstate hig|
dams and power proj

Absolute advantage, 47
Capital, 36

Capital accumulation, 43
Comparative advantage, 45

wth, 43

Capacity output The outpur at

> which average total cost is a mini-
mum—the output at the bottom
of the U-shaped ATC curve.
Capital The equipment, build-
ings, tools, and manufactured
goods (i
goods {1
Capitd |
eign in | |+
minus| |

/ . h'lﬁAA:lr:z-llﬂuy;a:wAAr;v :

& 4 Hurnan capital
. ;mvumnum
i

Labos

Rescurces

Dynamic comparative advantage, 47

Key Figures and Tables

An icon
and tables, and the end-of-chapter summary lists

identifies the most important figures

them. Instructor’s overhead transparencies also con-
tain enlarged and simplified images of most of these
key figures.

TABLE 10.3
Efficient Use of Resources o

Method Labor Capital
a Robot production | 1,000
b Production line 10 10
¢ Bench production 100 I
d Hand tool production 1000 |

FIGURE 3.4
Efficient Use of Resources 0

S—
g8 Bottles of soda | |Bottles of soda
Pl MC
o T 5l that people are| |that people
2 8 willing to forgo | | must forgo
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© )| T TTRCRTORUUUURO A A
2 Benefit
) exceeds
]
E 2 ..................................................
s
MB
: : : !
0 1.5 25 3.5 5

Tapes (millions per month)

The greater the quantity of tapes produced, the smaller is
the marginal benefit (MB) from a tape—the fewer bottles
of soda people are willing to give up to get an additional
tape. But the greater the quantity of tapes produced, the
greater is the marginal cost (MC) of a tape—the more
bottles of soda people must give up to get an additional
tape. When marginal benefit equals marginal cost,
resources are being used efficiently.

T S e e T e s
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Diagrams That Show the Action

This book has set new standards of clarity in its dia-
grams. My goal has always been to show “where the
economic action is.” The diagrams in this book con-
tinue to generate an enormously positive response,
which confirms my view that graphical analysis is the
most important tool available for teaching and learn-
ing economics. But many students find graphs hard
to work with. For this reason, I have developed the
entire art program with the study and review needs of
the student in mind. The diagrams feature:

m Shifted curves, equilibrium points, and other
important features highlighted in red

Color-blended arrows to suggest movement
Graphs paired with data tables

Diagrams labeled with boxed notes

Extended captions that make each diagram and its
caption a self-contained object for study and
review.

Price

Decrease in

quantity
demanded

Decrease in Increase in

dmnd
\

dmand

Increase in

quantity D
demanded

0 Quantity

Reading Between the Lines

Each chapter contains an economic analysis of a
significant news article from the popular press
together with a set of critical thinking questions that
relate to the issues raised in the article.

« Beading
oBetween *t,’

+ the Lines

Poricy WATCH

Opportunity Cost:
The Cost and Benefit of Education

PORTLAND PRESS HERALD Mw2 1998

High Cost Blocks Education

Robin MeAllster of South Portland  for people with  master's degree
has fallen into a disheartening rou- has jumped an estimated 21 per- 8 It has become hard for
tines Sit down at the Kitchen table.  cent someone who lacks a col-
scan the classifieds. apply for a job. lege education to find 1
et turned down. eraly dor' require a college eduea.  good job.

Like thousands of other tion huve declined an estimated 1
Maners, MeAlister has leamed 1 percent.
fundamental truth: People who dorit There's s buge gap (n pay
have the skills needed in today's  between the two groups. In Maine
hightech, highly compotitive eni.  the average hourly wage for jobs

By comparisan, fobs that gen-

B Jobs that requie &
college degee pay twice
as much as jobs that

ronment rurely find good Jobs, that generally require a college don:
Although a college degree  degree s twice that for occupations
doesn't guarantee a job, the ccon-  that don't, about S18 an hour vs. 89

® Jobs for people with
an MBA have become
even more plentifl.

omy is creating work for highly  an hour, according to an analysis
educated poople. .. by The Portland Newspapers of
Since 1989, the number ofjobs  state and federal databases,
© 1095 Portand Press Herald, Reinted with permisaion
Further reproduction prabibited. o Incomes of people

with MBAS have
increased greatly during
the 1990s.

THE NEW YORK TIMES Auousi2, 1998

A Top MBA Is a Hot Ticket
as Pay Climbs

The typical University of Chicago  more than five times the 1978 fig
[business school] graduate turns  ure. Inflation has been 142 percent
down so many job offers that the  over that period. .

dean’s main worry has become Half the graduates of the
“dealing with all the disappointed  Wharton School of the University of

companies.” Pennsylvania received offers of
‘The median offer this year fora  more than §133.000 this year.
new Stunford MBA .. was 120,000, At the top 25 schools, the best

more than double the first-year  compensation packages offered to
salary ot the peak of the ‘805, and  new MBAS are well above 5200.000.

© 1998 The New York Times. Reprinted with permission

Economic Analysis

® The opporaunity cost 8 Figure 2 shows the
of a college degree is for-  choices facing a collcge
gone consumprion. The  graduate. To get a profs-
payoffisan inceeasein  sional degree, a college
Tifetime production passi-  graduate selects point 4
billtes and in future can-  on the blue PP, forgpes
sumption passibiliies.  current consumption,
and increases the use of
cducationsl goods and
services to $24,000.

® Figure | shows the
choices facing a high
school graduate. This
person can consume edu- 8@ With x professional
cation and services  degree, income rises to
such as tuition, books $128,000 a year.

and other supplies, and  Production possibilries
sttdy dme, measured on  expand to the red PPFin
the yeaxis, or other goods  Fig. 2.

and services, measured
on the s-axis.

[Coingn
i’ e

® The greater the
resources devored 10 edu-
cation, the greater are the
fture production possi-
income of $16,000 a bilities. For people who
year, She can consume have che required ability,
along the blue PPE T the future benefits of

et a collee degree, 1 educarion exceed the
high school graduate costs by a significant
selects point aon the | amount,

blue PP forgoes cur-

rent consumprion, and

increases the use of cdu-

carional goods and ser-

vices to $12,000.

m Working full time, the
college graduate carns

wice as mich s the ® Political leaders ofall
high school graduate at  patties say that they
$32,000 a year. Witha  wantevery Ametican to
college degree, produc-  have a college education,
tion possibiliries expand

wthe red PPFin Fig. 1. @ Why do you think

= Working full dme,
this person has an

Figure 2 Colloge graduate's

& What is the apportu-
political leaders need to ity cost of providing &
A college graduate can  worry about college edu- <ollege educarion for
choose 1o quitschaolor  cation? every American?

spend cven more time

and orher resourceson @ With such huge = Would you vore for
education (o geta profes-  retuns from educarion, | oF agains a fax increase
sional degree. IFshe quits why don't mare people 10 enable everyone to
school, consumprion remain in school for artend college? Why o
remains ar $32.000 a year.  longer? why not?
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End-of-Chapter Study Material

Each chapter closes with a concise summary organized
by major topics; lists of key terms, figures, and tables
(all with page references); problems; and critical think-
ing questions. Items identified by the & icon link to
the Economics in Action software CD included with the
text. Items identified by the @{%icon link to the Parkin
Web site at http://www.economicsplace.com. My
hope is to encourage students to keep up to date and
to become comfortable and efficient in their use of
the Internet to access information.

. 2 KEY FIGURES
SUMMARY O

Figure 3.1 Production Possibility Frontier, 17
Figure 34 Efficient Use of Resources, 42
Figure 38 The Gains from Trade, 46

KEY POINTS Figure 3.9 Circular Flows in the Market

Economy, 49
Resources and Wants (5, 36)

Economic activity arises from scarcity—resources
are insufficient to satisfy people’s wants.
Resources are labor, land, capital (including
human capital), and entreprencurship.

We choose how to use our resources and try to get
the most out of them.

Resources, Production Possibilities, and
Opportunity Cost 3

KEY TERMS

Absolute advantage, 47

Capital, 3

Capital accumulation, 43
Compararive advantage, 45
Dynamic comparative advantage, 17
Economic growth, 43

Economics, 36

Efficie

PROBLEMS
*1. Use the figure to calculate Wendell’s oppor-
tunity cost of an hour of tennis when he
increases the time he plays tennis from:
a. 4106 hours a week.
b. 6o 8 hours a week.

Grade in economics [percent]

Tennis (hours per woek)

2. Use the figure to calculate Mary's opportunity
cost of an hour of skating when she increases
her time spent skating from:

a. 2104 hours a week.
b 4106 hours a week.

2. Use the links on the Parkin Web site and obtain

!CRITICAL THINKING

1. After you have studied Reading Between the Lines
on pp. 50-51, answer the following questions:
a. Why does the PPF for education goods and

services and consumption goods and ser-
vices bow ourward?

b, At what point on the blue PPFin Fig. 1 on
p. 51 is the combination of education
goods and services and consumption goods
and services efficient? Explain your answer,

¢ Students face rising tition. Does higher
tuition change the opportunity cost of edu-
cation?

d. Who receives the benefits from education?
Is the marginal cost of education equal to
marginal benefit? Is resource use in the
market for education efficient?

data on the tuition and other costs of enrolling
in the MBA program of a school that interests
you. If an MBA graduate can earn as much as
the amounts reported in the news article in
Reading Between the Lines on pp. 50-51, docs
the marginal benefit of an MBA exceed its mar-
ginal cost? Why docsn' everyone study for an
MBA?

For the Instructor

THIS BOOK ENABLES YOU TO ACHIEVE THREE
objectives in your principles course:

® Focus on the core ideas.
® Explain the issues and problems of our time.
® Choose your own course structure.

Focus on the Core Ideas

You know how hard it is to encourage a student to
think like an economist. But that is your goal.
Consistent with this goal, the text focuses on and
repeatedly uses the central ideas: choice; tradeoff;
opportunity cost; the margin; incentives; the gains
from voluntary exchange; the forces of demand, sup-
ply, and equilibrium; the pursuit of economic rent;
and the effects of government actions on the economy.

Explain the Issues and Problems of
Our Time

Students must use the core ideas and tools if they are
to begin to understand them. There is no better way
to motivate students than by using the tools of eco-
nomics to explain the issues that confront students in
today’s world. These issues include the environment,
immigration, widening income gaps, the productivity
growth slowdown, budget deficits, restraining infla-
tion, watching for the next recession, avoiding pro-
tectionism, and the long-term growth of output and
incomes.
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b 9. Possibilities, Preferences, and

Choose Your Own Course Structure

You want to teach your own course. I have organized
this book to enable you to do so. I demonstrate the
book’s flexibility in the flexibility chart and alterna-
tive sequences table that appear on pp. xxii—xxv. You
can use this book to teach a traditional course that
blends theory and policy or a current policy issues
course. Your micro course can emphasize theory or
policy. You can structure your macro course to
emphasize long-term growth and supply-side funda-
mentals. Or you can follow a traditional macro
sequence and emphasize short-term fluctuations.
The choices are yours.

Flexibility Chart

2. Making and Using Graphs
A good chapter o assign to the
student with 3 fear of graphs.

. Wikan lis Ecomommics”

3. Thve Ecomauesic Protiesn
4 Desmand and Sopply
5. Shasiciny

& Sy avd Equity
A chapter that provides a non-
technical explanation of efi extensive applications of optional, it may be covered if
ciency and equity that unifles demand and supply desired béfore demand In
the micro coverage and permits Chapter 4.
early coverage of policy issues.

7. Markets a Action
A unique chapter that gives.

8. Utility and Demand
Although this chapter s

Choices

A full chapter on this strictly
optional topic to ensure that it
is covered clearly with intuitive
explanations and illustrations.
The standard short appendix
treaument of this topic makes it

Four Alternative Micro Sequences

3. Thhe Feomemic 3. The Economic ¥. Wi fs Beonomics? 1. What &

Praibliern Problem

& D sne Supgly 4. Demand and Supply  3- The Economic 2 Making and Using
S. iy . Blasticity L S
& ERiciency s Equity 6. Efficiency and Equity 4 Demand and Supply 3. The Economic
7. Mierbees m At 7. Markets in Action 5. Blasticicy Problem
= & Ltity amé Doawd 9. Possibiliies, & Eficioncy and Equity 4. Demand and Supply
or Preferences, and
9. Possbiicies, Choices 7. Markers inAction 5. Elssiciy
Prafanemes. s 8 Utiity and Demvand. 6. Eficzency and Equity
Cimcas
8 Onguricivg 10. Organizing 18, Orgpaising 7. Markers in Action
Produce. Production Production
39, Oupur smé Cezs. 11, Outputand Costs §4. Qutpuc and Costs 15, Demand and Supply
in Resource Markers
¥2. Preriecs Campemoos 12, Perfect Competition 12, Perfect Campetiuon 16, Labor Markess
3. Momagsly 13. Monopoly 13, Mancgaly {epdoniah
B Mol 14. Monopol 14 Monepolisne 17. bnequatiy,
[ Competition and Comperition and R don, and
gy Oligopoly Oligapeiy Heaith Care
19, Rl ek 15. Demand and Supply 1. Markes Fallure and 18, Market Faikue anid
e in Resource Pubiic Charce Puslic Choice
Markers
B5. Do wd Sy 21, Unceraintyand 19. Regulacian and 20. Bxcermsices, e
i Besonsze Marvess Information Acticruse L Environment.and
Knowledge
L rm—— 19. Regulation and 20 Bcmralives. e 36 Trading widh the
Reclsanibustion, Antitrust Law Ervircnimess, snd Werld
Hhealith Care Knowledge

36 Frudling witth die 36. Trading with the
Wt World

Instructor’s Manual

The Instructor’s Manual by Melinda Nish of Salt
Lake Community College integrates the teaching and
learning package and is a guide to all the supple-
ments. An essay by Dennis Hoffman of Arizona State
University explains how to use the Economics in
Action software as a teaching tool.

INSTRUCTOR’S MANUAL

Fifth Edition

Economics

MICHAEL PARKIN

Printed Test Banks

We now have three major test banks. Mark Rush of
the University of Florida has thoroughly revised the
earlier test banks and has coordinated the develop-
ment of a new 3,000-question test bank written by
fifteen outstanding and dedicated principles instruc-
tors. They are Sue Bartlett (University of South
Florida), Kevin Carey (American University), Leo
Chan (University of Kansas), Carol Dole (University
of North Carolina, Charlotte), Donald Dutkowsky
(Syracuse University), Andrew Foshee (McNeese
State University), Jill H. Boylston Herndon
(Hamline University), Veronica Kalich (Baldwin-
Wallace College), Melinda Nish (Salt Lake
Community College), Terry Olson (Truman State
University), Rochelle Ruffer (Youngstown State
University), Virginia Shingleton (Valparaiso
University), Nora Underwood (University of
California, Davis), Peter von Allmen (Moravian
College), and Peter Zaleski (Villanova University).
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Computerized Test Banks

The test banks are also available in Test Generator
Software (TestGen-EQ with QuizMaster-EQ). Version
3.0 of the program, with a wealth of improved fea-
tures, is now available. This software includes all the
questions in the printed test banks. Fully networkable,
it is available for Windows and Macintosh. TestGen-
EQ’s new graphical interface enables instructors easi-
ly to view, edit, and add questions; transfer questions
to tests; and print different forms of tests. Tests can
be formatted by 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 pre-
ferred order. QuizMaster-EQ, working with your
school’s computer network, automatically grades the
exams, stores the results on disk, and allows the
instructor to view or print a variety of reports.

*h.3 The Economic Problem
3.1 Multiple Choice Questions
1) In the fundamental sense scaraity confronts
4) neither the poor nor the rich.
B) the poor but not the rich,
C) the rich but not the poor

.1 Multiple Choice Questions

1) In the fundamental sense searcity confronts
A) neither the poor nor the nch | Exam
8 the paor but not the ich
©) the neh but wot the poo:
©) both the poor and the nch Hamay
Answar: D

2) As you study for your econamies test you ar

A) ownership of wants 8) humar
©) entiepreneurshup D) abinty
Answer: 8

Overhead Transparencies and Overlays

Full-color overhead transparencies (several with over-
lays) of enlarged and simplified key figures from the
text will improve the clarity of your lectures. They
are available to qualified adopters of the text (contact
your Addison Wesley Longman sales representative).

PowerPoint Lecture Presentations

Charles Pflanz of Scottsdale Community College has
developed a full-color Microsoft PowerPoint Lecture
Presentation that breaks the chapters into lecture-size
bites and includes key figures from the text, animated
graphs, and speaking notes. The presentation can be
used electronically in the classroom or can be printed
to create hard-copy transparency masters. The lecture
presentation is available for Macintosh and Windows
to qualified adopters of the text (contact your
Addison Wesley Longman sales representative).

Economics in Action Software

Instructors can use Economics in Action interactive
software in the classroom. Its full-screen display
option turns its many analytical graphs into “elec-
tronic transparencies” for live graph manipulation
in lectures. Its real-
world data sets

and graphing utili- o
ty bring animated * e 2
time-series graphs
and scatter dia- ol
grams to the class- | P :
room. :
0 5'0 50 100

Quantity (millons of Walkmanslyzad

The Parkin Web Site
With the Fifth Edition of the textbook comes the debut
of The Economics Place at www.economicsplace.com.
This Internet-based learning environment contains
tools for organizing students’ grades from online
quizzes, frequent updates of data in the text figures,
and news you can use in the classroom. Use the Web
site to motivate and
organize lectures with
electronic Reading
Berween the Lines and
Point-Counterpoint or
to create an online
quiz for an in-class
review.
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Study Guide

The Fifth Edition Study Guide by Mark Rush of the
University of Florida is carefully coordinated with the
main text and the test bank. Each chapter of the
Study Guide contains:

m Key concepts
m Helpful hints

® True/false/uncertain questions that ask students to
explain their answers

® Multiple-choice questions

Short-answer questions

m Common questions or misconceptions that the
student explains as if he or she were the teacher

Each part allows students to test their cumulative
understanding with Reading Between the Lines
exercises and sample midterm tests.

Economics in Action Interactive Software

With Economics in Action Release 5.0, which accom-
panies the Fifth Edition, students will have fun
working the tutorials, answering questions that give
instant explanations, and testing themselves ahead of
their midterm tests. One of my students told me that
using EIA is like having a private professor in your
dorm room!

£
A Change in Demand

* i income rises from 520,000 to $22 000, the
demand cure for Wislkeans shifts tightward
and thire is an increase inthe demand for
Walkmans.

® The price of & Walkman rises and the quantity
of Walkmans bought and soid increases.

® The price fises berause the increase in demand
creates & thotage of Wallanans a the origingl
price.

Equitibrinm
Price (3Walkman)

00

.
¢ 50 60 190
Cuantity (millions of Walkmans/year)

The Parkin Web Site

New for the Fifth Edition, 7he Economics Place
Web site provides online quizzes, study tips, office
hours, links, electronic Reading Between the Lines,
a Point-Counterpoint feature that encourages
students to participate in contemporary policy
debates, and much more. You can reach the site
at http://www.economicsplace.com.
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