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Preface

	 ◆ The Eleventh Edition Revision
Thoroughly updated, stripped of technical detail 
where possible, extensively illustrated with well-
chosen photographs, enlivened with new applications 
features that focus on issues at play in today’s world, 
responsive to the suggestions of reviewers and users,  
and seamlessly integrated with MyEconLab: These  
are the hallmarks of this eleventh edition of 
Microeconomics.

This comprehensive revision builds on the solid 
foundation of the previous edition and retains its 
thorough and careful presentation of the principles of  
economics, its emphasis on real-world examples and 
applications, its development of critical thinking 
skills, its diagrams renowned for pedagogy and clar-
ity, and its path-breaking technology.

Most chapters have been thoroughly reworked 
to achieve even greater clarity and to place greater 
emphasis on applications to current issues. Some 
sections of chapters have been removed and other 
sections added to cover new issues, particularly those 
that involve current policy problems.

Current issues organize each chapter. News 
stories about today’s major economic events and  
debates tie each chapter together, from new abbrevi-
ated chapter-opening vignettes to Reading Between 
the Lines and end-of-chapter problems and applica-
tions and online practice.

A new feature, Economics in the News, is 
aimed at better motivating students and showing 
them how to use the economic toolkit to under-
stand the events and issues they are confronted with 
in the media. It also helps them to work the related 
Economics in the News end-of-chapter problems and 
applications.

A second new feature, At Issue, shows two sides 
of a controversial issue and helps students to apply 
the economic way of thinking to clarify and debate 
the issues.

Among the many issues covered in one or more 
of the two new features described above are:

■	 Capitalism and its critics in Chapter 1
■	 Energy independence in Chapter 2
■	 The relentlessly rising cost of college in Chapter 3
■	 Price gouging in Chapter 5
■	 Offshore outsourcing in Chapter 7
■	 Obamacare in Chapter 16
■	 Taxing carbon to counter climate change in 

Chapter 17
■	 The monopoly power of the NCAA in Chapter 18

The future is always uncertain. But at some times, 
and now is one such time, the range of possible 
near-future events is enormous. The major source 
of this great uncertainty is economic policy. There 
is uncertainty about the way in which international 
trade policy will evolve as protectionism is returning 
to the political agenda. There is uncertainty about 
exchange rate policy as competitive devaluation 
rears its head. There is extraordinary uncertainty 
about monetary policy with the Fed having tripled 
the quantity of bank reserves and continuing to cre
ate more money in an attempt to stimulate a flagging  
economy but providing no guidance about its even-
tual exit strategy from stimulus. And there is uncer-
tainty about fiscal policy as a one trillion dollar 
deficit approaches a fiscal cliff and interacts with an 
aging population and rising health-care costs to cre-
ate a national debt time bomb.

In the five years since the subprime mortgage cri
sis of August 2007 moved economics from the busi
ness report to the front page, justified fear has  
gripped producers, consumers, financial institutions, 
and governments.

Even the idea that the market is an efficient mecha- 
nism for allocating scarce resources came into question. 
Many thoughtful people worried about rising income 
inequality and some political leaders called for the end 
of capitalism and the dawn of a new economic order in 
which tighter regulation reigned in unfettered greed.

Rarely do teachers of economics have such a rich 
feast on which to draw. And rarely are the principles 
of economics more surely needed to provide the solid 
foundation on which to think about economic events 
and navigate the turbulence of economic life.

Although thinking like an economist can bring a  
clearer perspective to and deeper understanding of  
today’s events, students don’t find the economic way  
of thinking easy or natural. Microeconomics seeks to 
put clarity and understanding in the grasp of the 
student through its careful and vivid exploration of 
the tension between self-interest and the social inter-
est, the role and power of incentives—of opportunity 
cost and marginal benefit—and demonstrating the 
possibility that markets supplemented by other mecha
nisms might allocate resources efficiently.

Parkin students begin to think about issues the 
way real economists do and learn how to explore dif-
ficult policy problems and make more informed deci-
sions in their own economic lives.



xxvi	 Preface

Economics in the News
Complementing Economics in the News questions, 
which have appeared daily in MyEconLab and in 
end-of-chapter problems in previous editions, a  
series of new Economics in the News boxes help stu-
dents to answer news-based questions (see an exam-
ple below). The topics covered by these boxes are:

■	 The invisible hand and entrepreneurship at work
■	 The fragile global economy in 2013
■	 Rising global food costs
■	 Energy independence cost and inefficiency
■	 The market for college education
■	 The market for gasoline
■	 Elasticities of demand for peanut butter
■	 The changing market for coat hangers
■	 The principal–agent problem at JPMorgan Chase
■	 Cost curves at the checkout line
■	 Record stores exit
■	 The falling cost of sequencing DNA
■	 Microsoft monopoly
■	 Boeing versus Airbus
■	 The choice of college major and job prospects

Highpoints of the Revision
Most topics are well explained in the previous edition 
and are hard to improve on. So the highpoints of the 
current revision are the new Economics in the News 
and At Issue features. Nonetheless, three topics have 
been substantially revised. They are:

■	 Price discrimination
■	 Carbon emissions and climate change externalities
■	 Education and health care

Price Discrimination  The key idea we want our 
students to understand about price discrimination 
is that it converts consumer surplus into producer 
surplus and economic profit. To strengthen this in-
sight, I now begin with a brief explanation of the 
relationship between producer surplus and economic 
profit. I then use a carefully constructed model of 
two separated markets to show how discrimination 
between them can increase producer surplus. I build 
on this model to show how perfect price discrimina-
tion, if it were possible, would grab the entire con-
sumer surplus and convert it to producer surplus. 
I illustrate the attempt to move toward perfect price 
discrimination with applications to Microsoft’s pric-
ing of Windows and Disney’s pricing of tickets to its 
theme parks.

Carbon Emissions and Climate Change 
Externalities  What Nicholas Stern has called the 
greatest market failure and what some climate-change  
skeptics see as a problem that markets will eventu-
ally solve gets a thoroughly new treatment. I begin by 
contrasting the success story of local air quality in the 
major U.S. cities with the unrelenting rise in atomos
pheric carbon concentration. I then explain the three 
methods of coping with environmental externalities: 
property rights, mandating the use of clean technolo-
gies, and taxing or pricing emissions. I explore the 
ability of each method to achieve an effcient outcome. 
I also explore the special challenge that arises from the 
global rather than national scope of carbon emission.

Education and Health Care  These two large items 
of public expenditure are not public goods but are 
examples of goods that have large positive externali-
ties. I have expanded and revised my explanation of 
the problem of delivering an efficient quantity of 
these goods with an emphasis on the potential role 
for vouchers in both markets. I also have a new dis-
cussion of charter schools and the role they can play. 
U.S. health-care service and expenditures are placed 
in a global perspective.

  THE ANSWERS   
■   �e number of jobs for biomedical engineers is 

 growing because  both  demand for and supply of 
 biomedical engineers are increasing.  

■   �e demand for biomedical engineers is  derived  
from the demand for biomedical products. �e 
 demand for replacement parts for the human 
body is increasing because technological advances 
are creating new and improved products.  

■   �e supply of biomedical engineers is determined 
by the working-age population and the number of 
people who decide to major in the subject. �e 
supply is increasing because the working-age pop-
ulation is increasing and good job prospects are 
attracting a larger percentage of people to study 
 biomedical engineering.  

■   �e wage rate of biomedical engineers will rise if 
the demand for their services increases faster than 
supply.  

■   �e �gure illustrates the market for biomedical 
 engineers in 2012 and in 2020.  

■   Demand is expected to increase from  D  12  to  D  20 .  
■   Supply is expected to increase from  S  12  to  S  20 .  
■   �e increase in demand is much greater than the 

 increase in supply.  
■   �e equilibrium quantity (the number of jobs) 

 increases from 20,000 in 2012 to 32,000 in 2020.  
■   Because demand increases by more than supply, 

the equilibrium wage rate rises. (�e 2020 wage 
rate is an assumption.)      

 ECONOMICS IN THE NEWS 
  College Major and Job Prospects 
     �e Most Valuable College Major 
 Which college major is most likely to land you a well-
paying job right out of school? Katie Bardaro, an 
 economist at PayScale, a compensation research � rm, 
says biomedical engineering is your best bet. � e 
median salary starts at $53,800 and by mid-career 
 reaches $84,700 and keeps rising. � e median salary 
for all biomedical engineers in 2012 was $88,000. 

 Some other science and engineering jobs pay more 
but don’t have as good an outlook for jobs growth. 
� e Bureau of Labor Statistics projects that the num-
ber of jobs for biomedical engineers will increase 
from today’s 20,000 to 32,000 in 2020—an increase 
of more than 60 percent. In contrast, the working-age 
population will increase by only 8 percent by 2020. 

 Sources: �e Bureau of Labor Statistics and 
 Forbes , May 15, 2012   

  THE QUESTIONS   
■   Why is the number of jobs for biomedical engi-

neering graduates increasing?  
■   What determines the demand for biomedical engi-

neers and why might it be increasing?  
■   What determines the supply of biomedical engi-

neers and why might it be increasing?  
■   What determines whether the wage rate of bio-

medical engineers will rise?  
■   Provide a graphical illustration of the market for 

 biomedical engineers in 2012 and 2020.     

  Biomedical engineers design and build replacement parts 
for the human body.   
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	 ◆ �Features to Enhance Teaching 
and Learning

The new features that I have just described are addi
tions to an already powerful teaching and learning 
package. Here, I briefly review the features retained 
from the previous edition.

reading Between the Lines
This Parkin hallmark helps students think like econo-
mists by connecting chapter tools and concepts to 
the world around them. In Reading Between the Lines, 
which appears at the end of each chapter, students apply 
the tools they have just learned by analyzing an article 
from a newspaper or news Web site. Each article sheds 
additional light on the questions first raised in the 
Chapter Opener. Questions about the article also ap-
pear with the end-of-chapter problems and applications.

at Issue
Seven new At Issue boxes engage the student in debate 
and controversy. An At Issue box (see below) intro-
duces an issue and then presents two opposing  
views. It leaves the matter unsettled so that the stu-
dent and instructor can continue the argument in 
class and reach their own conclusions.

The goal of At Issue is to motivate the student to 
think about the opposing arguments and to take a 
stand on the issues.

The seven issues covered by this feature are:
■ The protest against capitalism and the Occupy Wall 

Street movement
■ Do we need a law against price gouging?
■ Does the minimum wage cause unemployment?
■ Is offshore outsourcing good or bad for America?
■ Is Obamacare the solution to U.S. health-care 

problems?
■ Should we be doing more to limit carbon 

emissions?
■ Monopoly power at NCAA: Is it good or bad?

Should We Be Doing More to Reduce Carbon Emissions?
Economists agree that tackling the global warming problem requires changes in the incentives that people face. 
�e cost of carbon-emitting activities must rise and the cost of clean-energy technologies must fall.

Disagreement centers on how to change incentives. Should more countries set targets for cutting carbon 
emissions at a faster rate and introduce a carbon tax or emissions charges or cap-and-trade to cut emissions? 
Should clean energy research and development be subsidized?

AT ISSUE

Yes: The Stern Review

■ Confronting emitters with a tax or price on carbon 
imposes low present costs for high future bene�ts.

■ �e cost of reducing greenhouse gas emissions to 
safe levels can be kept to 1 percent of global 
income each year.

■ �e future bene�ts are incomes at least 5 percent 
and possibly 20 percent higher than they will be 
with inaction every year forever.

■ Climate change is a global problem that requires 
an international coordinated response.

■ Unlike most taxes, which bring deadweight loss, a 
carbon tax eliminates (or reduces) deadweight loss.

■ Strong, deliberate policy action is required to 
change the incentives that emitters face.

■ Policy actions should include:
1. Emissions limits and emissions trading
2. Increased subsidies for energy research and devel-

opment, including the development of low-cost 
clean technology for generating electricity

3. Reduced deforestation and research into new 
-resilient crop varieties

No: The Copenhagen Consensus

■ Confronting emitters with a tax or price on carbon 
imposes high present costs and low future bene�ts.

■ Unless the entire world signs onto an emissions 
reduction program, free riders will increase their 
emissions and carbon leakage will occur.

■ A global emissions reduction program and carbon 
tax would lower living standards in the rich coun-
tries and slow the growth rate of living standards 
in developing countries.

■ Technology is already advancing and the cost of 
cleaner energy is falling.

■ Fracking technology has vastly expanded the natu-
ral gas deposits that can be pro�tably exploited 
and replacing coal with gas halves the carbon 
emissions from electricity generation.

■ Free-market price signals will allocate resources to 
the development of new technologies that stop 
and eventually reverse the upward trend in green-
house gasses.

Economist Nicholas Stern, 
principal author of The Stern 
Review on the Economics of 
Climate Change. 
Greenhouse gas emission 

seen.”

strophic climate change, 
2 trend 

must be stopped.

Bjørn Lomborg, President of 
the Copenhagen Consensus 
and author of The Skeptical 
Environmentalist. 
“For little environmental 
benefit, we could end up 
sacrificing growth, jobs, 
and opportunities for the 

the developing world.”
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 Demand and Supply: 
The Price of Peanut Butter   
  Peanut Butter Prices Expected to Rise After Dry Summer 
 �e Augusta Chronicle 
 October 12, 2011 

 Another hot, dry summer in key producing states and competition from more pro�table 
crops including cotton have signi�cantly shrunk the U.S. peanut crop this year. 

 U.S. farmers are expected to produce roughly 1.8 million tons of peanuts this year, down 
nearly 13 percent from last year, according to a survey released Wednesday by the Depart-
ment of Agriculture. Assuming that estimate holds, it would be the smallest harvest since 
2006. 

 Peanut butter producers already have plans to raise prices for peanut butter signi�cantly in 
the next few weeks. . . . �e J.M. Smucker Co., which makes Jif peanut butter, plans to raise  
its wholesale prices 30 percent in November. Kraft Foods Co., which launched its Planters 
peanut butter in June, is raising prices 40 percent on Oct. 31. 

 A spokesperson for ConAgra Foods Inc., which makes Peter Pan peanut butter, was not im-
mediately available to comment but multiple media outlets report that the company plans to 
raise its prices as well. 

 Unilever, which makes Skippy brand peanut butter, said the company is watching the com- 
modities market very closely. 

 Georgia, the largest peanut-producing state in 
the country, saw record-breaking heat and a 
lack of rainfall that prevented some peanut 
seeds from even germinating in the �eld. 
Plants that did grow were baked in the hot 
summer sun, producing poor-quality nuts. 

 According to USDA estimates this week, 
farmers who had runner peanuts—the most 
common kind and the type used for peanut 
butter—could sell their crop for nearly $1,200 
a ton, up from nearly $450 a ton last year. 

 Copyright Associated Press and �e Augusta Chronicle, 2011. Reprinted with permission.  

 READING BETWEEN THE L INES 

   ■   A hot and dry 2011 summer resulted in a poor 
peanut harvest.  

  ■   Because cotton was more profitable, some farm-
ers switched from peanuts to cotton.  

  ■   U.S. peanut production in 2011 was 1.8 million 
tons, down nearly 13 percent from 2010.  

  ■   The price of peanuts increased from $450 per 
ton in 2010 to $1,200 per ton in 2011.  

  ■   Peanut butter producers raised their prices by up 
to 40 percent.  

  ESSENCE OF THE STORY 
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  ■   This news article reports events in two markets: the 
market for peanuts and the market for peanut butter.  

  ■   In the market for peanuts, a hot, dry summer de-
creased supply.  

  ■   Also, a rise in the price of cotton, a  substitute in pro-
duction  for peanuts, led farmers to plant more cotton 
acres and fewer peanuts acres, so the supply of 
peanuts decreased for a second reason.  

  ■   The decrease in supply led to a large increase in price, 
a decrease in the quantity demanded, and a decrease 
in the equilibrium quantity of peanuts.  

  ■    Figure   1    illustrates the market for peanuts in 2010 and 
2011.  

  ■   The demand curve for peanuts is  D . In 2010, the sup-
ply curve was  S  0 . The equilibrium price was $450 per 
ton and 2 million tons of peanuts were produced.  

  ■   In 2011, supply decreased and the supply curve shift-
ed leftward to  S  1 . The equilibrium price increased to 
$1,200 per ton and the equilibrium quantity de-
creased to 1.8 million tons. The quantity demanded de-
creased, shown by the movement along the demand 
curve  D .  

  ■   Peanuts along with labor and capital are used to 
make peanut butter.  

  ■   So the rise in the price of peanuts increased the cost of 
producing peanut butter and decreased its supply.  

  ■   The decrease in the supply of peanut butter led to an 
increase in price, a decrease in the quantity demand-
ed, and a decrease in the equilibrium quantity of 
peanut butter.  

  ■    Figure   2    illustrates the market for peanut butter in 
2010 and 2011.   

  ■   The demand curve for peanut butter is  D . In 2010, the 
supply curve was  S  0 . The equilibrium price was $2.00 
per pound and 350 million pounds of peanut butter 
were produced.  

  ■   In 2011, supply decreased and the supply curve shift-
ed leftward to  S  1 . The equilibrium price increased to 
$2.80 per pound and the equilibrium quantity de-
creased to 300 million pounds. The quantity of peanut 
butter demanded decreased, shown by the movement 
along the demand curve  D .  

ECONOMIC ANALYSIS

... the equilibrium
quantity and the
quantity of peanuts
demanded decreased

Figure 2  The Market for Peanut Butter

D

Figure 1  The Market for Peanuts
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  ■   Notice that the increase in the price of peanut butter, a 
40 percent increase, was much smaller than the in-
crease in the price of peanuts, an increase from $450 
to $1,200 or a 167 percent increase. Can you explain 
why?    

 Economics in the News 
  34.   After you have studied  Reading Between the Lines  

on pp.  74 – 75 , answer the following questions. 
  a.   What happened to the price of peanut butter 

in 2011?  
  b.   What substitutions do you expect might have 

been made to decrease the quantity of peanut 
butter demanded?  
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Diagrams That Show the Action
Through the past ten editions, this book has set new 
standards of clarity in its diagrams; the eleventh edi-
tion continues to uphold this tradition. My goal has 
always been to show “where the economic action is.” 
The diagrams in this book continue to generate an 
enormously positive response, which confirms my 
view that graphical analysis is the most powerful tool 
available for teaching and learning economics.

Because many students find graphs hard to work 
with, I have developed the entire art program with 
the study and review needs of the student in mind.

The diagrams feature:
■	 Original curves consistently shown in blue
■	 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.

Economics in Action Boxes
This feature uses boxes within the chapter to address 
current events and economic occurrences that high-
light and amplify the topics covered in the chapter. 
Instead of simply reporting the current events, the ma
terial in the boxes applies the event to an economics 
lesson, enabling students to see how economics plays a  
part in the world around them as they read through 
the chapter.

Some of the many issues covered in these boxes 
include the best affordable choice of recorded music, 
movies and DVDs, the cost of selling a pair of shoes, 
how Apple doesn’t make the iPhone, opposing trends 
in air pollution and carbon concentration, information-
age monopolies, is the American dream still alive, and 
how is income redistributed. A complete list can be 
found on the inside back cover.

Chapter Openers
Each chapter opens with a student-friendly vignette 
that raises questions to motivate the student and 
focus the chapter. This chapter-opening story is  
woven into the main body of the chapter and is  
explored in the Reading Between the Lines feature that 
ends each chapter.
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 FIGURE 3.3    A Change in the Quantity 
Demanded Versus a Change 
in Demand 

   When the price of the good changes, there is a movement 
along the demand curve and   a change in the quantity 
demanded ,  shown by the blue arrows on demand curve   D   0 . 
When any other influence on buying plans changes, there 
is a shift of the demand curve and a   change in demand  . An 
increase in demand shifts the demand curve rightward (from  
 D   0  to   D   1 ). A decrease in demand shifts the demand curve 
leftward (from   D   0  to   D   2 ).    

MyEconLab animation

 Economics in Action 
  Opposing Trends: Success and Failure 
 �e trends in local U.S. air quality and global green-
house gas concentrations are starkly opposing. �e 
 concentrations of air pollutants in U.S. cities is 
decreasing, as it has done so for the past 30 years. In 
contrast, the concentration of greenhouse gases 
(mainly carbon dioxide) in the global atmosphere is 
 increasing and posing an ever more urgent problem. 

  Air Pollution Trends 
  Figure   1    shows the trends in the concentrations of the 
six main pollutants of the air in the United States 
between 1980 and 2010. �e concentrations of all  
these pollutants decreased. 

 �e Clean Air Act has brought regulations that 
cut emissions of carbon monoxide, volatile organic 
compounds, oxides of nitrogen, sulfur dioxide, and 
 particulate matter to around 64 percent of their 
1980 levels. And economic actions that you will 
learn about in this chapter have almost eliminated 
lead from highway vehicles and industrial processes. 

 �ese reductions in air pollution are even more 
impressive seen against the trends in economic activ-
ity. Between 1980 and 2010, total production in the 
United States increased by 124 percent, vehicle miles 
traveled increased by 95 percent, and the population 
increased by 36 percent.     

  Global CO 2  and Temperature Trends 
  Figure   2    shows the global trends in carbon dioxide 
(CO 2 ) concentration and temperature. 

 Both trends are starkly upward. CO 2  concentra-
tion has increased by almost 40 percent since 1850, 
and global temperature has been rising for more than 
100 years. 

 Scientists agree that the scale on which we burn 
fossil fuels is the major source of the rising CO 2  trend. 
�ere is more uncertainty about the e�ect of the increase  
in CO 2  on global temperature, but the consensus is that 
the e�ect is signi�cant. 

 Stopping the rising CO 2  trend requires joint 
action by the governments of every nation. But a 
binding agreement among nations to reduce green-
house gas emissions, the  Kyoto Protocol , excluded the 
major developing countries and the United States 
refused to ratify it. You will see in this chapter why 
global warming is a much harder problem to solve 
than reducing air pollution in the United States.   

     

 Los Angeles still has a smoggy dawn on some days  
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Figure 1  U.S. Air Pollution Trends

Ozone

Lead

Nitrogen
dioxide

Sulfur
dioxide

Carbon
monoxide

Particulate matter (PM10)
(1990 = 100)

     
  Source of data:  United States Environmental Protection Agency.  

Global
temperature

Global CO2
concentration 

–0.8

–0.6

–0.4

0

0.6

1850

–0.2

0.2

0.4

300

250

350

400

450

Year
1900 1975 20252000195019251875

G
lo

b
a
l t

em
p
er

a
tu

re
 (

d
eg

re
es

 c
el

si
u
s

d
ev

ia
ti
o
n
 f

ro
m

 1
96

1
–1

9
9
0
 a

ve
ra

g
e)

C
O

2
 c

o
n
ce

n
tr

a
ti
o
n
 (

p
a
rt

s 
p
er

 m
ill

io
n
)

Figure 2  Global Warming Trends      
  Sources of data : Temperature: Met Office Hadley Centre (combined land 
and oceans); CO 2 : Scripps Institution of Oceanography, Mauna Loa Obser-
vatory, Hawaii, data since 1960 and ice-core estimates before 1960.  
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	 ◆ For the Instructor
This book enables you to focus on the economic way 
of thinking and choose your own course structure in 
your principles course:

Focus on the Economic Way of Thinking
As an instructor, you know how hard it is to encour-
age 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, supply, and equilibrium; the pursuit of eco
nomic rent; the tension between self-interest and the 
social interest; and the scope and limitations of gov-
ernment actions.

Flexible Structure
You have preferences for how you want to teach your 
course. I have organized this book to enable you to 
do so. The flexibility chart on p. xi illustrates the 
book’s flexibility. By following the arrows through 
the chart you can select the path that best fits your 
preference for course structure. Whether you want 
to teach a traditional course that blends theory and 
policy, or one that takes a fast-track through either 
theory or policy issues, Microeconomics gives you the 
choice.

Instructor’s Supplemental Resources
The supplements for instructors are:
■	 Instructor’s Manual
■	 Solutions Manual
■	 Test Item Files
■	 PowerPoint Resources

Instructor’s Manual  The Instructor’s Manual for 
Microeconomics integrates the teaching and learning 
resources and serve as a guide to all the supplements. 
Written by Laura A. Wolff of Southern Illinois 
University Edwardsville, the Instructor’s Manual 
is available in hard copy and electronically on the 
Instructor’s Resource Disk.

Key Terms
Highlighted terms simplify the student’s task of 
learning the vocabulary of economics. Each high-
lighted term appears in an end-of-chapter list with its  
page number, in an end-of-book glossary with its page  
number, boldfaced in the index and in MyEconLab in 
the interactive glossary and the Flash Cards.

In-Text Review Quizzes
A review quiz at the end of each major section 
enables students to determine whether a topic needs 
further study before moving on. This feature includes 
a reference to the appropriate MyEconLab study plan 
to help students further test their understanding.

 REVIEW QUIZ 
  1    What is the distinction between a money price 

and a relative price?   
  2    Explain why a relative price is an opportunity cost.   
  3    �ink of examples of goods whose relative price 

has risen or fallen by a large amount.   
  You can work these questions in Study 
Plan 3.1 and get instant feedback.  MyEconLab 

End-of-Chapter Study Material
Each chapter closes with a concise summary organ
ized by major topics, a list of key terms with page 
references, and problems and applications. These  
learning tools provide students with a summary for 
review and exam preparation.

Interviews with Economists
Each part closes with an overview of the chapters and  
a teaser of an interview with a leading economist 
whose work correlates to what the student is learning. 
These interviews explore the education and research 
of these prominent economists and their advice for 
those who want to continue the study of economics.  
All past and present interviews I have conducted are 
available in full in MyEconLab.
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Each chapter contains:

■	 Lecture notes with all the textbook figures animated, 
tables from the textbook, and speaking notes from 
the Instructor’s Manuals

■	 Large-scale versions of all the figures and tables in 
the textbook, animated for instructors to incorpo-
rate into their own slide shows

■	 Clicker-ready multiple-choice quizzes that test 
important concepts

The presentations can be used electronically in the 
classroom or can be printed to create hard copy trans-
parency masters. This item is available for Macintosh 
and Windows.

In addition, a separate set of PowerPoint lecture 
notes is available for students in MyEconLab.

Getting Your Instructor’s Resources 
Instructor’s Resource Disk  Compatible with 
Windows and Macintosh, the Instructor’s Resource 
Disk contains electronic files of every instructor sup
plement for the eleventh edition. Files included are:  
Microsoft® Word and Adobe® PDF files of the 
Instructor’s Manual, Solutions Manual, Test Item  
Files; the Computerized TestGen® Test Item Files; 
and the PowerPoint resources. Add this useful  
resource to your exam copy bookbag, or locate your  
local Pearson Education sales representative at www.
pearsonhighered.educator to request a copy.

Instructors can download supplements from a 
secure, instructor-only source via the Pearson Higher 
Education Instructor Resource Center Web page 
(www.pearsonhighered.com/irc).

BlackBoard and WebCT  BlackBoard and WebCT 
ready conversions of the TestGen Test Item Files are 
available for download from www.pearsonhighered.
com/irc.

Study Guide
The eleventh edition Study Guide by Mark Rush is 
coordinated with the text, MyEconLab, and the Test 
Item Files. Each chapter contains key concepts, help-
ful hints, true/false/uncertain questions, multiple-
choice questions, and short-answer questions. Each 
part allows students to test their cumulative under-
standing with questions that go across chapters and 
to work a sample midterm examination. The student 
is encouraged to explain some common misconcep-
tions as if he or she were the teacher.

Each chapter contains an overview, a list of 
what’s new in the eleventh edition, and ready-to-use 
lecture notes, which enable a new user of Parkin to 
walk into a classroom and deliver a polished lecture.

Solutions Manual  The comprehensive solutions 
manual for Microeconomics provides instructors 
with solutions to the Review Quizzes and the 
end-of-chapter Problems and Applications as well 
as additional problems and the solutions to these 
problems. Written by Mark Rush of the University 
of Florida and reviewed for accuracy by Jeannie 
Gillmore of the University of Western Ontario, 
the Solutions Manual is available in hard copy and 
electronically on the Instructor’s Resource Disk, or 
downloaded from MyEconLab or the Instructor 
Resource Center.

Test Item Files  Three separate Test Item Files with 
nearly 6,500 questions, provide multiple-choice, 
true/false, numerical, fill-in-the-blank, short-answer, 
and essay questions. Mark Rush reviewed and 
edited all the questions to ensure their clarity and 
consistency.

New questions were written by Rebecca Stein of 
the University of Pennsylvania, Svitlana Maksymenko 
of the University of Pittsburgh, and James K. Self of 
the University of Indiana, Bloomington.

Questions follow the style and format of the 
end-of-chapter text problems. End-of-part tests 
contain integrative questions that cover all the 
chapters in the part. New to the eleventh edi-
tion are news based application questions for each 
chapter of the text.

Fully networkable and available for Windows® 
and Macintosh®, TestGen’s graphical interface en-
ables instructors to view the Test Item Files, edit 
and add questions; transfer questions to tests; and 
print different forms of tests. Tests can be formatted 
as in any word-processing document with varying 
fonts, styles, margins, headers, and footers. Search 
and sort features let the instructor quickly locate 
questions and arrange them in a preferred order. 
QuizMaster, working with your school’s computer 
network, automatically grades exams, stores the 
results, and allows the instructor to view or print a 
variety of reports.

PowerPoint Resources  A set of full-color 
Microsoft® PowerPoint Presentations for each 
chapter.

www.pearsonhighered.educator
www.pearsonhighered.educator
www.pearsonhighered.com/irc
www.pearsonhighered.com/irc
www.pearsonhighered.com/irc
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Economics in the News  Economics in the News is a 
turn-key solution to bringing daily news into the 
classroom. Updated daily during the school year, I 
upload a microeconomic article and provide links for 
further information and questions that may be as-
signed for homework or for classroom discussion.

Auto-Graded Economics in the News  New to the 
eleventh edition are auto-graded Economics in the 
News exercises updated weekly throughout the school 
year. Each week I upload a multi-part microeco-
nomic exercise with links to the relevant article.

Experiments in MyEconLab  Experiments are a fun 
and engaging way to promote active learning and 
mastery of important economic concepts. Pearson’s 
experiments program is flexible and easy for instruc-
tors and students to use.
■	 Single-player experiments allow your students to 

play against virtual players from anywhere at any 
time with an Internet connection.

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

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

For a complete list of available experiments, visit 
www.myeconlab.com.

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

A more detailed walk-through of the student benefits 
and features of MyEconLab can be found on the inside 
front cover. Visit www.myeconlab.com for  
more information and an online demonstration of 
instructor and student features.

MYECONLAB MyEconLab
 

MyEconLab works hand-in-hand with Microeconomics. 
Robin Bade and I, assisted by Jeannie Gillmore, Laurel 
Davies, and Sharmistha Nag, have authored and over-
seen all of the MyEconLab content for Microeconomics. 
Our team has worked hard to ensure that the Parkin 
MyEconLab is tightly integrated with the book’s 
content and vision.

With comprehensive homework, quiz, test, and 
tutorial options, instructors can manage all assess-
ment needs in one program.

■	 All of the Review Quiz questions and end-of-chapter 
Problems and Applications are assignable and  
automatically graded in MyEconLab.

■	 All the Review Quiz questions and end-of-chapter 
Study Plan Problems and Applications are avail
able for students to work in Study Plan.

■	 All the end-of-chapter Additional Problems and 
Applications are not available to students in 
MyEconLab unless assigned by the instructor.

■	 Many of the problems and applications are algo
rithmic, draw-graph, and numerical exercises.

■	 Test Item File questions are available for assign
ment as MyEconLab quizzes, tests, or homework.

■	 The Custom Exercise Builder enables instructors 
to create their own problems for assignment as test 
or homework questions.

■	 The powerful Gradebook records each student’s 
performance and time spent on tests, the study 
plan, and homework and generates reports by stu
dent or by chapter.

Enhanced Pearson eText  The enhanced Pearson 
eText, the entire textbook with animated figures 
that include audio narration is available online in 
MyEconLab textbook resources. For MyEconLab us-
ers, the eText is available offline via an iPad/Android 
app. Instructors and students can highlight the text,  
bookmark, search the glossary, and take notes.

www.myeconlab.com
www.myeconlab.com
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media assets were correctly assembled. Lori Deshazo, 
Executive Marketing Manager, provided inspired mar
keting strategy and direction. Catherine Baum pro-
vided a careful, consistent, and intelligent copy edit and 
accuracy check. Jonathan Boylan designed the cover 
and package and yet again surpassed the challenge of 
ensuring that we meet the highest design standards. Joe 
Vetere provided endless technical help with the text and 
art files. And Heather Johnson with the other members 
of an outstanding editorial and production team at 
Integra-Chicago kept the project on track on an impos-
sibly tight schedule.

I thank all of these wonderful people. It has been 
inspiring to work with them and to share in creating 
what I believe is a truly outstanding educational tool.

I thank our talented eleventh edition supple-
ments authors and contributors—Laurel Davies, 
Jeannie Gillmore, Svitlana Maksymenko, Sharmistha 
Nag, Jim Self, Rebecca Stein, and Laurie Wolff.

I especially thank Mark Rush, who yet again 
played a crucial role in creating another edition of 
this text and package. Mark has been a constant 
source of good advice and good humor.

I thank the many exceptional reviewers who 
have shared their insights through the various edi-
tions of this book. Their contribution has been 
invaluable.

I thank the people who work directly with me. 
Jeannie Gillmore provided outstanding research assis
tance on many topics, including the Reading Between 
the Lines news articles. Richard Parkin created the 
electronic art files and offered many ideas that 
improved the figures in this book. Laurel Davies 
managed an ever-growing and ever more complex 
MyEconLab database. And Sharmistha Nag has 
helped me to create Economics in the News questions 
for MyEconLab.

As with the previous editions, this one owes an 
enormous debt to Robin Bade. I dedicate this book 
to her and again thank her for her work. I could not  
have written this book without the tireless and 
unselfish help she has given me. My thanks to her are 
unbounded.

Classroom experience will test the value of this 
book. I would appreciate hearing from instructors 
and students about how I can continue to improve it 
in future editions.

Michael Parkin
London, Ontario, Canada
michael.parkin@uwo.ca
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Is economics about money: How people make it and 
spend it? Is it about business, government, and jobs? 
Is it about why some people and some nations are 
rich and others poor? Economics is about all these 
things. But its core is the study of choices and their 
consequences.

Your life will be shaped by the choices that you make 
and the challenges that you face. To face those challen­
ges and seize the opportunities they present, you must 
understand the powerful forces at play. The economics 
that you’re about to learn will become your most reliable 
guide. This chapter gets you started by describing the 
questions that economists try to answer and looking at 
how economists think as they search for the answers.

After studying this chapter,  
you will be able to:

◆  Define economics and distinguish between  
microeconomics and macroeconomics

◆  Explain the two big questions of economics
◆  Explain the key ideas that define the economic 

way of thinking
◆  Explain how economists go about their work as 

social scientists and policy advisers

What Is Economics?1
PART one introduction

1

◆




