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Preface







        

      

    


      
        
          
New to this Edition




Updates for this edition of Principles of Macroeconomics include:





	
                  It is our hope that students will come to see both how broad the tools of economics are and how exciting is much of the new research in the field. The 14th edition has continued the changes in the Economics in Practice boxes found in this text. In these boxes, we aim to bring economic thinking to the concerns of todays’ student. In many cases, we do this by spotlighting recent research, much of it by young and diverse scholars. Here are some examples of the topics we cover in the new boxes:


	
                  The reduced opportunity costs of streaming in the absence of traditional employment opportunities during the COVID-19 pandemic saw increased streaming hours from and earning potential for newcomers (Chapter 2, “Digital Entrepreneurship and Opportunity Costs”).

              

	
                  The growing popularity of oat milk and its impact on the supply and demand of cow’s milk (Chapter 3, “Oat Milk: Transformations in Supply and Demand Dynamics”).

              

	
                  The total cost of acquiring the tickets for Taylor Swift’s Eras Tour in Singapore includes the opportunity cost of the time spent in the purchasing process (Chapter 4, “The Price Mechanism at Work for Taylor Swift’s Eras Tour in Singapore”).

              

	
                  The importance of macroeconomics in understanding how asset depreciation influences government spending and budgeting (Chapter 21, “General Government Depreciation”).

              

	
                  When the COVID-19 pandemic was declared a national emergency, many factories producing automotive parts shut down for employee safety. The closure of these factories eventually led to gaps in the automotive supply chain when production of vehicles and their parts resumed (Chapter 8, “Automotive Supply Chain during and after COVID-19”).

              

	
                  The COVID-19 pandemic made it difficult for young people to find employment, especially entry-level positions (Chapter 7, “Unemployment Among Youth During the COVID-19 Pandemic”).

              

	
                  Bank of Japan’s fiscal and monetary policies aimed at supporting the country’s economic recover after COVID-19 and maintaining stable growth (Chapter 14, “The effects of Japan’s Post-Pandemic Interest Rate Hike”).

              

	
                  A randomized controlled trial in the Philippines stimulated savings using a commitment savings account (Chapter 21, “Stimulating Savings Through Commitment Devices”).

              



              

	
                  All of the macro data have been updated through 2023, and many end-of-chapter problems have been revised. We have reworked some chapters to streamline their contents and improve readability. In the discussions of supply and demand and the discussions of perfect and imperfect competition, we have added simple algebraic material to the graphical, numeric, and verbal explanations to aid in clarity of understanding.



	
                  In Chapter 17, “Alternative Views in Macroeconomics,” a discussion of behavioral macroeconomics has been updated to reflect its growing importance in academic research and modern business operations.

              


              

	
                  The material in Chapter 21, “Critical Thinking about Research,” is unique in an introductory economics text. This chapter covers the research methodology of economics, where we highlight some of the key concerns of empirical economics: selection issues, causality, statistical significance, and regression analysis. Methodology is a key part of economics these days, and we have tried to give the introductory student a sense of what this methodology is and how to apply it in the classroom and their careers.
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The Principles of Macroeconomics Program





Our goal in the 14th edition, as it was in the first edition, is to instill in students a fascination with both the functioning of the economy and the power and breadth of economics. The first line of every edition of our book has been “The study of economics should begin with a sense of wonder.” We hope that readers come away from our book with a basic understanding of how market economies function, an appreciation for the things they do well, and a sense of the things they do poorly. We also hope that readers begin to learn the art and science of economic thinking and begin to look at some policy and even personal decisions in a different way. We have prepared this edition of the text and MyLab Economics with this in mind. To improve student results, we recommend pairing the text content with MyLab Economics, which is the teaching and learning platform that empowers instructors to reach every student. By combining trusted author content with digital tools and a flexible platform, MyLab personalizes the learning experience and will help students learn and retain key course concepts while developing skills that future employers are seeking in their candidates.







        

      

    


      
        
          
Solving Teaching and Learning Challenges




As authors and teachers, we understand the challenges of the principles of economics course. The foundational themes of Principles of Macroeconomics, 14th edition, Global Edition are to introduce the discipline of economics and to provide a basic understanding of how economies function. This requires a blend of economic theory, institutional material, and real-world applications. We have maintained a balance between these ingredients in every chapter. There is such a volume of material for teachers to cover and for students to understand. We address this learning challenge through (1) a three-tiered approach of explaining key concepts through relevant stories, graphs, and equations; (2) pedagogical features in the text and accompanying digital resources in MyLab Economics that illustrate and reinforce key concepts through real-world examples and applications that are relevant to students; (3) graphs and animations; and (4) a wide variety of questions and problems.




Three-Tiered Explanations: Stories-Graphs-Equations




Professors who teach principles of economics are faced with a classroom of students with different abilities, backgrounds, and learning styles. For some students, analytical material is difficult no matter how it is presented; for others, graphs and equations seem to come naturally. The problem facing instructors and textbook authors alike is how to convey the core principles of the discipline to as many students as possible without selling the better students short. Our approach to this problem is to present most core concepts in the following three ways.




First, we present each concept in the context of a simple intuitive story or example in words often followed by a table. Second, we use a graph in most cases to illustrate the story or example. And finally, in many cases where appropriate, we use an equation to present the concept with a mathematical formula. In this edition, we have strengthened this element without greatly increasing mathematical levels needed for the class. For students who would benefit from a math review, MyLab Economics offers math skills review Chapter R, accessible from the assignment manager and containing over 150 graphing, algebra, and calculus exercises for homework, quiz, and test use.




Economics in Practice




We know that students are best motivated when they see the relevance of what they’re learning to the world they live in. We’ve created Economics in Practice with a focus on recent research or events that support a key concept in the chapter and help students think about the broad and exciting applications of economics to their lives and the world around them.




To further promote the relevance of economics, Current News Exercises provide a turnkey way to assign gradable news-based exercises in MyLab Economics. Each week, Pearson scours the news, finds a current microeconomics and macroeconomics news article or video, creates exercises around these news articles, and then automatically adds them to MyLab Economics. Assigning and grading current news-based exercises that deal with the latest micro and macro events and policy issues has never been more convenient.
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                        [image: A screenshot shows an article from the section "Economics in Practice."] 
              

          

          

          
                          The article is titled "Automotive Supply Chain during and after COVID-19." The article reads: "The COVID-19 pandemic impacted many global supply chains. You may remember struggling to find necessities such as toilet paper. Another industry that was seriously impacted by the pandemic was the automotive industry. When the pandemic was declared a national emergency, many factories producing automotive parts shut down for employee safety. Additionally, as gas was in low demand during the height of the pandemic, so were cars, so it was not necessary to risk employees' health to keep the factories open. 
 The closure of these factories eventually led to gaps in the automotive supply chain when production of vehicles and their parts resumed. Different parts of the world were reopening their factories at different times according to their coun tries' regulations, leading to variable availability of imported parts to produce finished vehicles. Additionally, a shortage of computer chips needed to produce many new cars limited the production capacity." 
 The result of these inventory shortages and disconnects in the global supply chain was rising new and used car prices. New car prices increased due to the lack of production capability, and used car prices rose as the demand for them as a substitute for new cars increased. From December 2019 to December 2022, the consumer price index (CPI) of new cars increased by 20.7 percent. Meanwhile, the Manheim Used Vehicle Index increased by 24 percent from March 2020 to March 2021, reflecting the increased demand for a more affordable and accessible option for a vehicle. 
      
    
          

        




Concept Checks




Giving students the opportunity to practice what they are learning along the way is critical to their success in the principles of economics course. New for this edition, each section and subsection of each learning objective, and select key figures, are reinforced with a Concept Check in the eTextbook of MyLab Economics that contains one or two multiple-choice, true/false, or fill-in questions. These checks act as “speed bumps” that encourage students to stop and check their understanding of fundamental terms and concepts before moving on to the next section. The goal is to help students assess their progress on a section-by-section basis, so they can be better prepared for homework, quizzes, and exams.








          
          
              
                        [image: A screenshot of the homework screen for "Assignment 1" shows a correct answer for a question about the labor market.] 
              

          

          

          
                          The screenshot shows a homework interface titled "Assignment 1," where the student has completed two questions. At the top, the progress bar indicates "Completed: 2 of 2" and "My score: 2 of 2 points (100 percent)." Below this is the current question: 
 "When considering the circular flow of economic activity, households supply resources (inputs) such that the resources supplied by the households may be thought of as being provided in individual markets. 
 Which of the following accurately describes this statement?" 
 The multiple-choice options are: 
 A. In the capital market, households loan accumulated savings to firms in exchange for labor income. 
 B. In the capital market, households loan inherited savings to firms in exchange for claims on past profits. 
 C. In the labor market, households earn wages by supplying labor to firms that demand it. 
 D. In the land market, households supply land or raw materials in exchange for claims on future profits. 
 Option C is selected as the correct answer, with a green checkmark indicating correctness. 
 The left panel lists two questions: "Concept Question 2.3" (1 of 1 point) and "R T D A plus: Unemployment" (1 of 1 point), both completed. Navigation options at the bottom include "Help me solve this," "E text pages," and "Get more help." A "Try again" button is visible at the bottom right. 
 An option to save is on the top right. 
      
    
          

        






Graphing Animations


Graphs are the backbone of introductory economics, but many students struggle to understand and work with them. The Chapter 1 Appendix, “How to Read and Understand Graphs,” shows readers how to interpret the over 200 graphs featured in this book. To make interpreting graphs easier for students, we use red curves to illustrate the behavior of firms, blue curves to show the behavior of households, and a different shade of red and blue to signify a shift in a curve.
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The figures in the book are also an integral part of our three-tiered approach to explain concepts in words, equations, and graphs. They promote learning as students read an example or story, followed by a mathematical representation, and then see a graphical representation.


Select numbered figures in the text have a supporting animated version in MyLab Economics. The goal is to help students understand shifts in curves, movements along curves, and changes in equilibrium values by bringing graphs to life. Having an animated version of a graph helps students who have difficulty interpreting the static version in the printed text. Graded practice exercises are included with the animations to give students practice reading and interpreting graphs.








          
          
              
                        [image: A screenshot of a video shows a concept of shifts versus movement along a demand curve using two graphs.] 
              

          

          

          
                          The two graphs are titled "a. Income rises." The first graph on the left shows "Demand for inferior good shifts left," with two curves. The horizontal axis is labeled pounds of hamburger per month, q and the vertical axis is labeled price per pound of hamburger in dollars, P. The first curve D subscript 0 begins from the upper left slightly on the left of the midpoint of the horizontal axis and slopes slightly concave down with a decreasing curve. The second curve D subscript 1 begins on the left of the D subscript 0. An arrow points from D subscript 0 to D subscript 1.
 The second graph on the right shows "Demand for normal good shifts right," with two curves. The horizontal axis is labeled pounds of steak per month, q and the vertical axis is labeled price per pound of steak in dollars, P. The first curve labeled D subscript 0 begins from the upper left and slopes down to the lower right on the left of the midpoint of the horizontal axis. The second curve D subscript 1 begins from the right of the D subscript 0 curve and slopes down to the lower right, on the right of the midpoint of the horizontal axis. An arrow points from D subscript 0 to D subscript 1. 
 A section below these graphs titled "Price of hamburger rises" shows graphs for quantity of hamburger demanded falls and demand for substitute good (chicken) shifts right. 
      
    
          

        






Real-Time Data


Currency is imperative in economics, particularly macroeconomics. We achieve this with real-time data analysis figures and exercises. Many of the key figures in the text have been updated in the MyLab with real-time data from the Federal Reserve’s Economic Data (FRED™) — a comprehensive, up-to-date data set maintained by the Federal Reserve Bank of St. Louis. These animated graphs help students understand shifts in curves, movements along curves, and changes in equilibrium values. Easy to assign and automatically 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, students see it.








          
          
              
                        [image: A screenshot shows a homework assignment for unemployment rate calculations using data from FRED for October 1, 2024, with provided series I Ds and values.] 
              

          

          

          
                          The screenshot shows a homework question titled "Real-time data analysis exercise" from "Assignment 1." The content includes: Click the following link to view unemployment data from FRED asterisk. Then use that data to answer the following questions. (An option for information). 
 Real-time data provided by Federal Reserve Economic Data (FRED), Federal Reserve Bank of Saint Louis. 
 The data in the table below shows employment data for October 01, 2024. Using the link above, correctly identify the title for each series listed in the table below." 
 The table consists of three columns and three rows. The column headings are title, series I D, and value. The row entries are as follows: 
 

	Title
	Series ID
	Value




	Unemployed
	UNEMPLOY
	6,984



	Civilian Labour force
	C L F 16 O V
	168,479



	Employment level-part-time for economic reasons ellipses
	L N S 12032195
	3,023




 The content below the table reads: 
 Using FRED, the series above are reported monthly, and the values are in thousands of persons. 
 Use the data in the table above to calculate two different unemployment rates. (Enter your responses rounded to two decimal places.) (An option for information.) 
 The civilian unemployment rate is 4.15 percent. 
 The civilian unemployment rate including persons who are underemployed (part-time for economic reasons) is 5.94 percent. 
 Buttons at the bottom include "E-text pages," "Graphed," "Ask my instructor," and "Try again." The "Save" button is highlighted, and the completion score is shown as 1 of 2 points (50 percent) and the question is part 3 of 3. Navigation buttons are depicted on the left. 
      
    
          

        







                
                    17
                
            


Problems and Solutions


Each chapter and appendix end with a problem set that asks students to think about and apply what they’ve learned in the chapter. These problems are not simple memorization questions. Rather, they ask students to perform graphical analysis or to apply economics to a real-world situation or policy decision. More challenging problems are indicated by an asterisk. Many problems have been updated. These problems can be assigned and auto-graded in MyLab Economics and are available with optional just-in-time learning aids to help students when they need it the most. Students can also practice these problems in the Study Plan. The Study Plan gives students personalized recommendations, practice opportunities, and learning aids to help them stay on track.







        

      

    


      
        
          
Developing Employability Skills




For students to succeed in a rapidly changing job market, they should be aware of their career options and how to go about developing the many skills they will need to do so. We focus on developing these skills in a variety of ways.




In the text, the Economics in Practice boxes help students think deeply about concepts and make connections between what they learn in class and how it can apply to their job in the real world. Chapter 1’s Economics in Practice box explores how majoring in economics can help make students less vulnerable to recession. Chapter 11’s Economics in Practice boxes highlight investment banking, the stock market, and investing strategies, topics of particular interest and relevance to students studying economics and finance.




In MyLab Economics, the Critical Thinking Questions and Current News exercises encourage application of skills that will contribute toward success in this course and in the future, regardless of each student’s career path.







        

      

    


      
        
          
Instructor Teaching Resources




The instructor supplements are designed to make teaching and testing flexible and easy and are available for Micro, Macro, and Economics volumes.




This program comes with the following teaching resources:





          
          
          
          
            
              
              
	Supplements available to instructors at www.pearson.com/en-gb.html

	Features of the Supplement





	
Instructor’s Manual

authored by Mike Casey, University of Central Arkansas


	
	
                  Detailed Chapter Outlines include key terminology, teaching notes, and lecture suggestions.

              

	
                  Topics for Class Discussion provide topics and real-world situations that help ensure that economic concepts resonate with students.

              

	
                  Unique Economics in Practice features that are not in the main text provide extra real-world examples to present and discuss in class.

              

	
                  Teaching Tips provide tips for alternative ways to cover the material and brief reminders on additional help to provide students. These tips include suggestions for exercises and experiments to complete in class.

              

	
                  Extended Applications include exercises, activities, and experiments to help make economics relevant to students.

              

	
                  Solutions are provided for all problems in the book.

              






	
Test Bank

authored by Mike Casey, University of Central Arkansas


		
                  Multiple-choice, true/false, short-answer, and graphing questions with these annotations:


	
                  Difficulty level (1 for straight recall, 2 for some analysis, 3 for complex analysis)

              

	
                  Type (Multiple-choice, true/false, short-answer, essay)

              

	
                  Topic (The term or concept the question supports)

              

	
                  Learning outcome

              

	
                  AACSB learning standard (Written and Oral Communication; Ethical Understanding and Reasoning; Analytical Thinking; Information Technology; Interpersonal Relations and Teamwork; Diverse and Multicultural Work; Reflective Thinking; Application of Knowledge)

              



              





	Computerized TestGen

	
TestGen allows instructors to:


	
                  Customize, save, and generate classroom tests

              

	
                  Edit, add, or delete questions from the Test Item Files

              

	
                  Analyze test results

              

	
                  Organize a database of tests and student results

              







	
PowerPoints

authored by Mike Casey, University of Central Arkansas


	
	
                  Slides include all the graphs, tables, and equations in the textbook.

              

	
                  PowerPoints meet accessibility standards for students with disabilities. Features include but are not limited to:


	
                  Keyboard and Screen Reader access

              

	
                  Alternative text for images

              

	
                  High color contrast between background and foreground colors
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New to this Edition




Updates for this edition of Principles of Macroeconomics include:





	
                  It is our hope that students will come to see both how broad the tools of economics are and how exciting is much of the new research in the field. The 14th edition has continued the changes in the Economics in Practice boxes found in this text. In these boxes, we aim to bring economic thinking to the concerns of todays’ student. In many cases, we do this by spotlighting recent research, much of it by young and diverse scholars. Here are some examples of the topics we cover in the new boxes:


	
                  The reduced opportunity costs of streaming in the absence of traditional employment opportunities during the COVID-19 pandemic saw increased streaming hours from and earning potential for newcomers (Chapter 2, “Digital Entrepreneurship and Opportunity Costs”).

              

	
                  The growing popularity of oat milk and its impact on the supply and demand of cow’s milk (Chapter 3, “Oat Milk: Transformations in Supply and Demand Dynamics”).

              

	
                  The total cost of acquiring the tickets for Taylor Swift’s Eras Tour in Singapore includes the opportunity cost of the time spent in the purchasing process (Chapter 4, “The Price Mechanism at Work for Taylor Swift’s Eras Tour in Singapore”).

              

	
                  The importance of macroeconomics in understanding how asset depreciation influences government spending and budgeting (Chapter 21, “General Government Depreciation”).

              

	
                  When the COVID-19 pandemic was declared a national emergency, many factories producing automotive parts shut down for employee safety. The closure of these factories eventually led to gaps in the automotive supply chain when production of vehicles and their parts resumed (Chapter 8, “Automotive Supply Chain during and after COVID-19”).

              

	
                  The COVID-19 pandemic made it difficult for young people to find employment, especially entry-level positions (Chapter 7, “Unemployment Among Youth During the COVID-19 Pandemic”).

              

	
                  Bank of Japan’s fiscal and monetary policies aimed at supporting the country’s economic recover after COVID-19 and maintaining stable growth (Chapter 14, “The effects of Japan’s Post-Pandemic Interest Rate Hike”).

              

	
                  A randomized controlled trial in the Philippines stimulated savings using a commitment savings account (Chapter 21, “Stimulating Savings Through Commitment Devices”).

              



              

	
                  All of the macro data have been updated through 2023, and many end-of-chapter problems have been revised. We have reworked some chapters to streamline their contents and improve readability. In the discussions of supply and demand and the discussions of perfect and imperfect competition, we have added simple algebraic material to the graphical, numeric, and verbal explanations to aid in clarity of understanding.



	
                  In Chapter 17, “Alternative Views in Macroeconomics,” a discussion of behavioral macroeconomics has been updated to reflect its growing importance in academic research and modern business operations.

              


              

	
                  The material in Chapter 21, “Critical Thinking about Research,” is unique in an introductory economics text. This chapter covers the research methodology of economics, where we highlight some of the key concerns of empirical economics: selection issues, causality, statistical significance, and regression analysis. Methodology is a key part of economics these days, and we have tried to give the introductory student a sense of what this methodology is and how to apply it in the classroom and their careers.
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The COVID-19 pandemic impacted many global supply
chains. You may remember struggling to find necessities such
as toilet paper. Another industry that was seriously impacted
by the pandemic was the automotive industry. When the
pandemic was declared a national emergency, many factories
producing automotive parts shut down for employee safety.
Additionally, as gas was in low demand during the height of
the pandemic, so were cars, so it was not necessary to risk
employees’ health to keep the factories open.

The closure of these factories eventually led to gaps in the
automotive supply chain when production of vehicles and
their parts resumed. Different parts of the world were reopen-
ing their factories at different times according to their coun-
tries’ regulations, leading to variable availability of imported
parts to produce finished vehicles. Additionally, a shortage of
computer chips needed to produce many new cars limited the
production capacity.

The result of these inventory shortages and disconnects in
the global supply chain was rising new and used car prices.
New car prices increased due to the lack of production
capability, and used car prices rose as the demand for them
as a substitute for new cars increased. From December 2019
to December 2022, the consumer price index (CPI) of new

Automotive Supply Chain during and after COVID-19

cars increased by 20.7 percent. Meanwhile, the Manheim
Used Vehicle Index increased by 24 percent from March 2020
to March 2021, reflecting the increased demand for a more
affordable and accessible option for a vehicle.
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Question Completed: 1 of 2 o)

Homework: Assignment 1 Part30f 3 My score: 1/2 pis (50%)

Real-time data analysis exercise

Click the ing link to view ploy data from FRED*. Then use that data to answer the following questions o

*Real-time data provided by Federal Reserve Economic Data (FRED), Federal Reserve Bank of Saint Louis.

The data in the table below shows employment data for October 01, 2024. Using the link above, correctly identify the title for each series listed
in the table below.

Title Series ID Value
Unemployed UNEMPLOY 6,984
Civilian Labour force CLF160V 168,479
Employ level-part-time for ic reasons. .. LNS12032195 3,023

Using FRED, the series above are reported monthly . and the values are in thousands of persons .

Use the data in the table above to calculate two different rates. (Enter your responses rounded to two decimal places.) o

The civilian unemployment rate is 4.15 %.

)is 594 %

The civilian unemployment rate including persons who are ployed (part-time for

Etext pages  Grapher  Ask my instructor }’
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Shifts Versus Movement
Along a Demand Curve
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Homework: Assignm Question - sctﬁ:mzﬂ!;:i&«:; ©
A% Minimize list When considering the circular flow of economic activity, households supply resources (inputs)

such that the resources supplied by the households may be thought of as being provided in
individual markets.

Concept Question 2.3 Which of the following accurately describes this statement?

Question | 111 pc /. Inthe capital market, households loan accumulated savings to firms in exchange for

labor income.
RTDA+: Unemployment 1. In the capital market, households loan inherited savings to firms in exchange for
2 @ Question | 1/1 pt ° claims on past profits.

& Inthe labor market, households eam wages by supplying labor to firms that demand
it

In the land market, households supply land or raw materials in exchange for claims
on future profits.

Help me solve this  Etext pages  Get more help « ﬂ Try again






