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This edition has the same purpose as its predecessors—namely, to combine economic 
theory and application in an up-to-date, accessible, and appealing way. When I first decided 
to write Understanding Economics: A Contemporary Perspective, my aim was to use my years of 
undergraduate teaching to create a text that could engage first-year students and help them 
realize the power of economic theory in explaining the practical aspects of their lives. 
I hope this new edition is as successful as the first five in accomplishing this goal.

What’s	New	in	the	Sixth	Edition?
The favourable reception of the previous editions led several instructors and students to 
make valuable criticisms and suggestions for change. I have incorporated many of these 
suggestions in this new edition. For example, extra material has been added to Chapter 1 
on the way that economists think, as well as on the environment and concerns over 
climate change. In Chapter 7, the discussion of spillover effects has been expanded to 
include a comparison of carbon taxes and cap-and-trade systems as a means of dealing 
with the economic effects of global warming. Both these additions make it easier for 
instructors to highlight the role of the environment as they teach microeconomic 
theory. In Chapter 6, the outline of market structures is illustrated with a discussion of 
competition among social media providers. In Chapter 13, an extended discussion of 
how financial regulation and monetary policy have been affected by the 2008 financial 
crisis has been added. Throughout the book, there is also a greater stress on the recent 
growth in transition economies and their rising global influence, especially in the wake 
of the 2008 financial crisis.

The book’s organization is comparable with that of the fifth edition, with several 
exceptions.

Specific	Changes	in	the	Sixth	Edition
Several tables throughout the text have been replaced with easier-to-use charts. As well, 
the language in each chapter’s learning objectives has been amended to make it more 
consistent with the WIDS/Bloom’s taxonomy.

Specific chapter-by-chapter changes include:

Part 1
Chapter 1’s discussion of recent innovations in how economists view rationality and 
cases when it is broken has been extended. Additional material has been incorporated 
on emerging economies, including a summary of Brazil’s recent growth record. On the 
topic of environmental sustainability and concerns over climate change, there is an added 
explanation of the controversies surrounding carbon emission caps in the wake of the 
Kyoto Protocol and the 2009 Copenhagen Conference.

Chapter 2 has been extended with a brief discussion of the economic ramifications 
of the arrival of m-commerce (mobile-phone banking) in Europe and emerging 
economies. Chapter 3’s explanation of income and cross-price elasticities now includes 
numerical illustrations.
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Part 2
Chapter 4’s treatment of short-run costs now incorporates a discussion of the costing 
structure of iTunes. Chapter 5 includes an explanation of how technological change can 
be used as an entry barrier, taking e-books and e-book readers as an example. Chapter 6’s 
outline of market structures is illustrated with an itemization of the benefits of competition 
among social media providers.

Chapter 7’s treatment of spillover costs now incorporates cap and trade systems, 
comparing these systems with carbon taxes. The discussion of the tragedy of the commons 
has been extended using Pacific salmon as an example. An explanation of the redistributive 
effects of the harmonized sales tax has also been added.

Part 3
Chapter 8 incorporates recent changes to the way that Mahbub al Haq’s Human 
Development Index is calculated. Chapter 9 now includes an illustration of the risks of 
hyperinflation using the example of Zimbabwe between 2007 and 2009. Chapter 10’s 
treatment of economic growth has been extended with a discussion of how technological 
progress and R&D (research and development) act as drivers of growth. 

Chapter 11 has been extended with an explanation of recent shifts in fiscal policy 
in Canada in the aftermath of the 2008–2009 recession. Chapter 13 has been revamped 
to incorporate an extended discussion of how financial regulation and monetary policy 
have been affected by the 2008 credit meltdown, and in particular how the regulation 
of financial markets is changing both globally and in Canada in the meltdown’s after-
math. A new online sideline article deals with the connections between monetary policy 
and the stability of the financial sector. This includes the role of speculative bubbles and 
derivatives, and potential lessons to economists and policy-makers. A new discussion 
distinguishing between the Bank of Canada’s current inflation targeting program with 
its proposed price-level targeting program has also been added.

Part 4
Chapter 14 incorporates a treatment of the controversy over China’s use of a low exchange 
policy in recent years, and its effects on its overall positive balance of trade. Chapter 15 
has been extended with a discussion of the rapidly shifting division of global GDP 
between the rich Western economies and the emerging world, and some of the likely 
ramifications of this shift.

Current	Issues
As did its predecessors, this edition explores important current issues. After all, economics 
is part of daily life—in the choices we make, in the decisions of communities, governments, 
and businesses, and in the media. While developing the theoretical framework of economics, 
Understanding Economics offers real-world examples and explores current economic 
issues. Articles, essays, and interviews stimulate critical thinking, research, application, and 
more. By providing a balanced and wide range of perspectives, these elements encourage 
students to evaluate and debate economic issues for themselves.
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Within each chapter, an Advancing Economic Thought feature details the ideas of 
an influential thinker of the past or the present and allows students to judge their contem-
porary relevance. So, for example, Adam Smith’s defence of private markets, Karl Marx’s 
theory of capitalist exploitation, and Thomas Malthus’s treatment of population growth are 
featured, as well as David Foot’s treatment of demographic change, Paul Romer’s innovative 
view of economic growth, and Nuala Beck’s analysis of the “new economy.”

In addition, each chapter includes several points for discussion called Thinking about 
Economics—many with a contemporary focus on new technologies and the Internet—
which help students interpret and apply the concepts they are learning through a question-
and-answer format.
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owned public debt, funds are simply taken from 
one group of Canadians in the form of taxes or new 
borrowing and given to another group of Canadians. 
In other words, the total “economic pie” does not 
get bigger or smaller—just the sizes of the slices.

Assets versus Liabilities
When debt is used to create productive assets, it can 
be defended in the same way as the debt acquired by 
businesses for investment purposes. While Canadian 
government investment in capital goods—at least 
as defined in the national accounts—has fallen in 
recent decades as a percentage of GDP, supporters 
of fiscal policy suggest that the problem lies in the 
definitions. They believe that we should define 
productive assets more widely to include the coun
try’s human resources, whose worth is promoted 
through such expenditures as education. Unfor
tunately, it is difficult to put a value on a country’s 
stock of productive assets when they are broadly 
defined in this way.

Comparisons with the Past
Because of substantial inflation and economic 
growth over the years, debt trends expressed in 
currentyear dollars are inadequate. A much better 
indication of the economy’s ability to bear public 
debt is to express the debt as a percentage of nomi
nal GDP, as shown in Figure A. For example, the 
$556.4 billion public debt at the end of the 2010–11 
year equalled 34 percent of the 2010 nominal GDP 
of $1621.5 billion [5 ($556.4 b. 4 $1621.5 b.) 3 
100%]. In contrast, the federal government’s debt 
charges of $30.8 billion equalled 1.9 percent [5 
$30.8 b. 4 $1621.5 b.) 3 100%]. It is interesting to 
note that, when measured in this way (column 3), 
public debt has sometimes been at higher levels in 
the past. For example, Canada’s public debt in 1936–
37, while only $3.1 billion in nominal dollars, was 67 
percent of that year’s GDP. By 1946–47, after federal 
borrowing to help finance Canada’s involvement in 
World War II, public debt was over 100 percent of 
that year’s GDP—a figure much higher than today.

Public Debt Is a Major Problem 
People who are concerned about levels of public 
debt concentrate on a different set of arguments: 
the trend of public debt charges in relation to the 
size of the economy, the recent significance of 
provincial and territorial government debts, the 

The DebaTe over Public DebT 
At first sight, the figures are astounding: in 1982, 
public debt was under $5000 per Canadian; by 2009, 
the federal government’s debt rose to about $15 
400 per capita. And supplementing this 2009 figure 
is another amount of just over $11 500 that each 
Canadian owes because of the debts of the provin
cial and territorial governments—making a total of 
almost $27 000 a head.

Is public debt too high? Are the potential costs 
of this debt exaggerated by those who want less 
government involvement in the economy? Or does 
the truth lie somewhere inbetween? Because the 
costs are great, whatever the truth—huge debt at 
one extreme, potentially reduced government 
programs at the other—this is a question not only 
for economists and policymakers, but also for the 
public as a whole. Let us take a look at the oppos
ing perceptions.

Debt Problems Are Overemphasized 
People who believe that the negative aspects of 
public debt have been exaggerated give four main 
arguments: public debt can increase current output; 
most of this debt is owed to ourselves; we should 
take into account the assets created by this debt; 
and as a percentage of GDP, the debt is still lower 
than it has sometimes been in the past.

Benefits of Public Debt
As discussed in Chapter 9, the amount by which real 
output falls short of its potential level represents 
the permanent loss of output due to high unem
ployment. To the extent that expansionary fiscal 
policy minimizes this gap, it provides a significant 
benefit—both by supplementing the economy’s 
output and by reducing the human costs of unem
ployment. According to this argument, any disad
vantages caused by the increases in federal debt are 
minor, compared with its positive contribution to 
economic growth.

Debt to Ourselves 
The federal government issues bonds to deal with 
the debt. However, most bonds—just over 85 
percent of the total value—are actually a liability 
Canada owes to Canadian bondholders. Supporters 
of fiscal policy stress this number’s significance. They 
argue that when interest is paid on Canadian

Mountain or Mirage 

AdvAncing Economic ThoughT
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Karl Marx

ProPhet of CaPitalism’s Doom

The Economic Theories of Karl Marx

Marx and His influence
Karl Marx (1818–1883) is best known as the founder of the international socialist and 
communist movements. He was born in the German state of Prussia, studied philoso-
phy, and worked as a journalist before beginning his career as a political activist. Exiled 
from both Germany and France, he moved to England where, with his close friend 
Friedrich Engels (1820–1895), he applied his revolutionary views to the fields of phi-
losophy, history, and economics.

Of these three subjects, it was what he called “the confounded ramifications of 
political economy” that gave him the most headaches. In his mammoth three-volume 
work, Das Kapital, Marx developed his theory of economics. He concluded that capital-
ism, by its very nature, was unjust.

Marx’s View of capitalisM
Marx’s years in England allowed him to witness first-hand the effects of the British Industrial 
Revolution. By the mid-1800s, manufacturing was the mainstay of Britain’s economy, 
and a large portion of the population had moved from rural areas to the burgeoning new 
cities in the hope of finding jobs in manufacturing. In the long run, the industrial trans-
formation experienced in Britain enhanced the economic well-being of the majority 
of citizens of industrialized countries. But in Marx’s day, the benefits of the Industrial 
Revolution seemed to be limited to the wealthier members of society. Living condi-
tions were horrendous for the labouring classes in the rapidly expanding urban areas:

And what cities! It was not merely that smoke hung over them and filth impregnated them, 
that the elementary public services—water-supply, sanitation, street-cleaning, open spaces, 
and so on—could not keep pace with the mass migration of men into cities, thus producing, 
especially after 1830, epidemics of cholera, typhoid and an appalling constant toll [from] 
air pollution and water pollution... The new city populations...[were] pressed into 
overcrowded and bleak slums, whose very sight froze the heart of the observer.1

Marx’s tHeory of capitalisM
The Labour Theory of Value Marx blamed these conditions on capitalism itself. His 
attack was based on his “labour theory of value,” in which prices of products depend 
on how much labour goes into producing them. According to this theory, only com-
pany owners (whom Marx called capitalists) have the financial resources to hire workers 
and sell the resulting output. By paying wages that are less than the value workers contrib-
ute to production, company owners are able to skim off a portion of value for themselves. 
By doing this, they engage in capitalist exploitation of their workforce.

The Theory of Exploitation An example will help explain Marx’s theory. It may 
take a worker four hours to make a shirt and eight hours to make a suit. According to 
Marx, the price of the shirt should then be half that of the suit; say, the prices of the 
two products are $40 and $80, respectively. If so, workers producing either two shirts or 

35CHAPTER 2    Demand and Supply

The Demand Curve
The quantities demanded of a product at various prices can be expressed in a demand 
schedule like the one in Figure 2.1. Expressing the schedule on a graph, as shown on 
the right in Figure 2.1, gives the consumer’s demand curve (D) for strawberries. The 
demand curve is drawn by placing the price of strawberries on the vertical axis and 
the quantity demanded per month on the horizontal axis. Note that the independent 
variable (price) is on the vertical axis, while the dependent variable (quantity demanded) 
is on the horizontal axis. This choice that economists have made differs from the 
convention in mathematics, in which the independent variable (x) is on the horizontal 
axis and the dependent variable (y) is on the vertical axis.

The demand curve’s negative (downward) slope reflects the law of demand: an increase 
in the product’s price decreases the quantity demanded, and vice versa. Changes such as 
these are examples of a change in quantity demanded and produce a movement along 
the demand curve. For example, an increase in the price of strawberries from $1.50 to 
$2 decreases the quantity demanded per month from three kilograms (point c on the 
demand curve) to two kilograms (point b).

demand schedule: a table 
that shows possible combinations 
of prices and quantities demanded 
of a product

demand curve: a graph that 
expresses possible combinations 
of prices and quantities 
demanded of a product

change in quantity 
demanded: the effect 
of a price change on  
quantity demanded

market demand: the sum of 
all consumers’ quantity demanded 
for a product at each price

While extremely rare, the relationship between a prod-
uct’s price and quantity demanded can be direct, in which 
case the demand curve for the product has a positive 
(upward) slope. This may happen when a product’s high 
price is seen as a status symbol. For example, the quan-
tity demanded of a designer shirt may rise when its price 
rises. Consumers who can afford the shirt are attracted 
to the item because its high price makes it more fash-

ionable than before. This situation, which can also apply 
to products like luxury perfumes and watches, is known 
as the “Veblen effect.” It is named after the American 
economist, Thorstein Veblen (1857–1929), whose wit-
tily phrased critique of such purchases led him to coin 
the memorable term “conspicuous consumption” to 
describe them. 

Is the law of demand ever broken?

 What is a specific example of a product that exhibits the Veblen effect?

THINKING ABOUT ECONOMICS

QUESTION

Market Demand
Market demand, which can again be shown as a schedule or a curve, is the sum of all 
consumers’ purchases, or quantity demanded, at each price. This is illustrated in Figure 2.2 
in the unlikely case that there are just two consumers in the strawberry market—you and 
a friend—with individual demand curves D0 (yours) and D1 (your friend’s). While you 
purchase two kilograms per month at a $2 price, your strawberry-loving friend purchases 
three kilograms per month at this same price. These amounts are based on what each of 
you is able and willing to pay for strawberries. The total quantity demanded in the market 
is, therefore, five kilograms. Repeating this procedure at every possible price gives the 
market demand curve (Dm) on the lower right in Figure 2.2.

The Sideline articles, both in the book and at the book’s Online Learning Centre, 
deal with a wide range of economic issues—for example, the causes of the 2008 credit 
meltdown and the increasing significance of cross-border financial flows.
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Emphasis	on	Skills	
Application is the key to effective learning. So that students have ample opportunity to 
apply the knowledge they acquire, skills are emphasized throughout this text. As an initial 
review and a resource to return to for direction and hints, the Skills Resource focuses 
on the basics of critical thinking, the use of economic language and visual materials, 
research, and ways of presenting findings. For example, this resource guides students in 
evaluating their own work or that of others to see that it is precise, logical, and consid-
ered; it reviews interpreting and creating tables and graphs; it illustrates economic fore-
casting; it lists possible resources; it discusses the use of the Internet as a research tool; 
and it supports essay-writing and debating. The Skills Resource is located at the text’s 
Online Learning Centre at www.mcgrawhill.ca/olc/lovewell.

In the body of each chapter, issues relating to the use of Economics as a second 
language are highlighted.

Questions appear at the end of each chapter, as well as at the end of all supplementary 
articles. Policy discussion questions (at the end of most chapters) deal with practical 
issues in the application of economic thinking to day-to-day policies.  Selected Internet 
Application Questions allow students to practise using economics-related resources 
on the Internet.

Study	Aids
To make Understanding Economics inviting and engaging for students, care has been taken 
to present the text in a clear and readable style and to use an appealing design. At the 
same time, a variety of features make this text user-friendly. Every chapter begins with 
Learning Objectives, which introduce the content students are to learn and which are 
reinforced with an icon throughout the body of the text where concepts are covered.
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Perfectly Elastic and Perfectly Inelastic Demand
There are two extreme cases of demand elasticity. When a product has perfectly elastic 
demand, its price remains constant whatever quantities are demanded. Because price 
never varies, the demand curve is horizontal, as shown in Figure 3.2, on the left. Consider 
the example of an individual producer, a soybean farmer, who is a price-taker. This means 
that the farmer has no influence over the market price of soybeans, since the 
farmer’s operations are too insignificant to affect the market. This farmer 
would face demand as illustrated by the demand curve D3. Because the same price of 
$100 per tonne of soybeans applies at all possible amounts demanded, the farmer faces 
a perfectly elastic demand curve. In contrast, when a product has perfectly inelastic 
demand, its quantity demanded is completely unaffected by price. This situation creates 
a vertical demand curve, as shown in Figure 3.2, on the right. An example is the demand 
for insulin: since this product is essential to people who have diabetes, they are willing 
to pay any price for a certain quantity of insulin. This means that the market demand 
curve for insulin (D4) is vertical at a given quantity demanded, such as 1000 L.

Price Elasticity of Demand and Total Revenue
Demand elasticity plays a role in determining what effect a price change has on total 
revenue (TR). Total revenue is defined, either for an individual business or for all businesses 
producing the same product, as the price of a product multiplied by its quantity demanded:

TR 5 P 3 Qd

For example, if the price of a certain product is $4 and 1000 units are purchased, 
then the total revenue generated is $4000 (5 $4 3 1000).

Consider how a rise in a product’s price affects the total revenue of businesses selling 
the product. The higher price, by itself, increases the revenue pocketed by the sellers, but 
the accompanying decrease in quantity demanded has the opposite effect.  The price elastic-
ity of demand determines which of these two effects—the increase in price or the decrease 
in quantity demanded—has the greater influence on the sellers’ total revenue.

perfectly elastic demand: 
demand for which a product’s 
price remains constant regardless 
of quantity demanded

perfectly inelastic demand: 
demand for which a product’s 
quantity demanded remains 
constant regardless of price

total revenue: the total 
income earned from a product, 
calculated by multiplying the 
product’s price by its quantity 
demanded

D3

D4

Perfectly Elastic Demand Curve Perfectly Inelastic Demand Curve
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A single soybean farmer might face a perfectly elastic demand curve, as shown on the left graph, with a constant price. In contrast, 
a producer of insulin might face a vertical or perfectly inelastic demand curve, as shown on the right graph, with the quantity 
demanded constant.

 Figure 3.2   Perfectly Elastic and Perfectly Inelastic Demand
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LEARNING OBJECTIVES After this chapter, you will be able to

Competitive Dynamics and Government

Usually, when we wish to acquire goods and services—a 
new digital music player, a pair of shoes in the right size 

and style, a last-minute holiday package to a Caribbean island—
they can be bought quickly and conveniently. In this chapter, 
we will analyze in more detail the ways in which competitive 
markets accomplish this task. In particular, we will look at the 
concept of elasticity and its effect on the interplay of demand and supply. We 
will also see how governments may choose to intervene in particular markets by 
establishing price controls. The dynamics of competitive markets can help or 
hinder government policies in ways that are often unavoidable—and occasionally 
the source of considerable political debate as well.

There is no resting place for an 
enterprise in a competitive economy.
— Alfred P. SloAn, AmericAn buSineSSmAn 

LO 3 LO 4LO 1 LO 2

Describe price  
elasticity of  demand, 
its relation to other  
demand elasticities, 
and its impact on  
sellers’ revenues

Define price elasticity 
of  supply and identify 
the links between  
production periods  
and supply

Identify how price  
elasticities of  demand 
and supply determine 
the impact of  an excise 
tax on consumers  
and producers

Explain how govern-
ments use price  
controls to override  
the “invisible hand”  
of  competition
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How can we refine our analysis of the role of demand and its impact in particular 
markets? One of the most important ways is by studying further the relationship between 
changes in price and quantity demanded. For example, from Chapter 2 we know that 
if the price of a computer game falls, then the number of games purchased rises. But by 
how much? If price is reduced by half, will quantity demanded double or triple, or will 
it rise by a smaller proportion, such as 10 percent or 20 percent? To answer these questions, 
we need to understand the price elasticity of demand (also called demand elasticity). 
Price elasticity of demand is the extent to which consumers, and the quantity they 
demand, respond to a change in price.

Elastic and Inelastic Demand
Consumers can be very responsive or very unresponsive to price changes. Consider 
Figure 3.1, which shows the demand curves for a sidewalk vendor selling ice-cream 
cones in two seasons. During the winter, the vendor raises her price from $2 to $2.40, 
which is an increase of 20 percent [5 (($2.40 2 $2.00)/$2.00) 3 100%]. The result is 
that monthly quantity demanded drops from 1000 to 500 cones, which is a decrease of 
50 percent [5 ((500 2 1000)/1000) 3 100%]. If a given percentage change in price 
causes a larger percentage change in a product’s quantity demanded, the product has 
elastic demand. Thus, the vendor faces elastic demand in the winter, as shown on the 
graph on the left. In the summer, greater demand for ice-cream cones pushes demand to 
the right. In addition, when the vendor increases her price in the summer by 20 percent, 
from $2 to $2.40, monthly quantity demanded only decreases from 2000 to 1800 cones, 
or by 10 percent. If a given percentage change in price causes a smaller percentage 
change in quantity demanded, the product has inelastic demand. The graph on the 
right shows an inelastic demand for ice-cream cones.

price elasticity of demand: 
the responsiveness of a product’s 
quantity demanded to a change 
in its price

LO1

elastic demand: demand 
for which a percentage change 
in a product’s price causes a 
larger percentage change in 
quantity demanded

inelastic demand: demand 
for which a percentage change 
in a product’s price causes a 
smaller percentage change  
in quantity demanded

D1

Elastic Demand Curve

2.40
 
2.00
 
1.60

1.20

0.80
 
0.40Pr

ic
e 

 (
$ 

p
er

 c
on

e)

0                      500                 1000
Quantity Demanded

(cones per winter month)

50%

20%

D2

Inelastic Demand Curve

2.40
 
2.00
 
1.60

1.20

0.80
 
0.40Pr

ic
e 

 (
$ 

p
er

 c
on

e)

0                  500                 1000                               1800 2000
Quantity Demanded

(cones per summer month)

10%

20%

For the elastic demand curve (D1) shown on the left graph, a 20 percent increase in price leads to a greater 50 percent decrease 
in quantity demanded. The graph on the right shows an inelastic demand curve (D2). The same 20 percent increase in price now 
leads to a smaller 10 percent decrease in quantity demanded.

 Figure 3.1   Elastic and Inelastic Demand Curves

3.1  Price Elasticity of Demand
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Just as the price elasticity of demand measures the responsiveness of consumers to a change 
in a product’s price, the price elasticity of supply (also called supply elasticity) measures 
the responsiveness of producers (and the quantities they supply) to changes in the prod-
uct’s own price.

Elastic and Inelastic Supply
In the case of elastic supply, a certain percentage change in the product’s price leads 
to a larger percentage change in its quantity supplied. In other words, the quantity that 
producers are willing to offer for sale is very responsive to price changes. Consider the 
example of a tomato producer, as in Figure 3.7. As shown on the graph on the left, if the 
price of tomatoes increases by 50 percent, from $2 to $3 per kilogram, the quantity of toma-
toes supplied annually increases from 100 000 to 200 000 kg—a 100 percent increase. If, as 
shown on the graph on the right, the identical 50 percent price increase for tomatoes causes 
a much smaller 20 percent increase in quantity supplied—from 100 000 to 120 000 kg—
then we have inelastic supply. In other words, if a product has inelastic supply, a given 
percentage change in price results in a smaller percentage change in quantity supplied.

As in the case of the price elasticity of demand, the price elasticity of supply is not 
the same as the slope of the supply curve. However, when two supply curves are drawn 
on the same set of axes, as in Figure 3.7, then—over a certain price range—the flatter 
curve (S1) is more likely to be elastic than the steeper curve (S2).

Factors That Affect Price Elasticity of Supply
The main factor that affects the price elasticity of supply is the passage of time. In 
competitive markets, three production periods can be distinguished: the immediate run, 
the short run, and the long run. The price elasticity of supply differs in each period. 
Figure 3.8 illustrates elasticity for each of the three production periods in the market 
for strawberries. 

LO2

3.2  Price Elasticity of Supply

price elasticity of  supply: 
the responsiveness of a product’s 
quantity supplied to a change  
in price

elastic supply: supply for 
which a percentage change  
in a product’s price causes a  
larger percentage change  
in quantity supplied

inelastic supply: supply for 
which the percentage change  
in a product’s price causes a 
smaller percentage change  
in quantity supplied

Elastic Supply Curve
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An elastic supply curve (S1) is shown on the left. A 50 percent increase in price leads to a greater 100 percent increase in quantity 
supplied. The graph on the right shows an inelastic demand curve (S2). The same 50 percent increase in price now leads to a 
smaller 20 percent increase in quantity supplied.

 Figure 3.7   Elastic and Inelastic Supply
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Then, each Brief Review summarizes key ideas, while margin notes define key terms 
highlighted in the text. These terms are listed at the end of each chapter under the heading 
Key Concepts for review and are defined again in a consolidated Glossary at the end 
of the book for easy reference. Following each Brief Review are Practice Questions 
whose answers appear in the Online Learning Centre. Because interpreting graphs is a 
challenge for many students, virtually all graphs are paired with tables so that it is possible 
to see at a glance how they are plotted. This technique not only makes graphs easier to 
interpret, but also helps students appreciate the usefulness of visual aids in presenting 
economic information. Lastly, an Index helps students access the text in a variety of ways.

Technology	Solutions	

Online learning Centre
More and more students are studying online. That is why we offer an Online Learning 
Centre (OLC) that follows Understanding Economics chapter by chapter. You don’t have 
to build or maintain anything, and it’s ready to go the moment you and your students 
type in the URL:

www.mcgrawhill.ca/olc/lovewell

Students can refer to the OLC for benefits such as:

• Internet Application Questions

• Annotated Web Links

• Newsroom

• EconGraph Tool Kit

• Online Tutor

• Key Terms and Searchable Glossary

• Link to S-STAT and CANSIM II 
database

• Current Issues Exercises

• Answers to Thinking About 
Economics Questions

• Answers to Practice Questions

• Sideline Articles

• Skills Resource

• Advancing Economic Thought Articles

Instructor’s Online Learning Centre The OLC at www.mcgrawhill.ca/olc/lovewell 
includes a password-protected website for instructors. The site offers the following 
downloadable supplements:

• Instructor’s Manual Written by the author, this useful manual offers a range of 
teaching and testing aids.

• Computerized Test Bank Written by the author, this test bank contains more than 
900 multiple-choice questions categorized by level, type, and topic. The computer-
ized test bank uses EZ Test—a flexible and easy-to-use electronic testing program—and 
allows instructors to create tests from book-specific items. EZ Test accommodates a wide 
range of question types and allows instructors to add their own questions. Test items are 
also available in Word format (Rich text format). For secure online testing, exams created 
in EZ Test can be exported to WebCT, Blackboard, and EZ Test Online. EZ Test comes 
with a Quick Start Guide. Once the program is installed, users have access to a User’s 
Manual and Flash tutorials. Additional help is available online at www.mhhe.com/eztest.

• Microsoft® PowerPoint® Presentation Prepared by the author, this contains 
animated illustrations along with a detailed, chapter-by-chapter review of the  
important concepts presented in the book.
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exPerienCing eCOnOmiCs thrOugh simulatiOns
New to this edition are fifteen sets of simulations provided at the Online Learning Centre 
to give students the opportunity to work with the concepts presented in each chapter 
of Understanding Economics.  All are designed to be simple and flexible, and are accompa-
nied by guidelines in the instructor’s manual that include descriptions of required 
materials, desired learning outcomes, and specific instructions for teaching and learning.

Each set of simulations is closely aligned with a particular chapter’s learning outcomes. 
A simulation may precede or follow its accompanying lecture to highlight the application 
of relevant economic concepts. While one or two core learning outcomes are emphasized 
in each simulation, most allow the instructor to cover additional concepts or review 
previously covered ones. The simulations are designed to involve as many students as possible 
in activity-based learning, and can be shrunk or expanded to accommodate different class 
sizes. Social interaction and movement are emphasized.

Included with each chapter’s simulation is a set of multiple choice and short answer 
questions. These may be used either for review or for test purposes, and can be answered 
by individual students or by teams. The questions also provide a launching pad for class 
discussions that actively engage students in the learning experience.

eCOnOmiCs VideOs
The OLC also includes a series of economics videos for students. The videos have been 
produced with key theories and difficult concepts in mind. They are designed to promote 
student engagement and understanding by presenting the concepts in an alternative format. 
Suggested teaching notes accompany the videos.

S-STAT is an educational resource designed by Statistics Canada and made available 
to Canadian educational institutions. Using 450,000 current CANSIM (Canadian Socio-
economic Information Management Systems) Time Series and the most recent—as 
well as historical—census data, E-STAT allows you to bring data to life in colourful 
graphs and maps. Access to E-STAT is made available to purchasers of this book, via 
Connect, by special arrangement between McGraw-Hill Ryerson and Statistics Canada.

Superior	Service

Service takes on a whole new meaning with McGraw-Hill Ryerson and Understanding 
Economics. More than just bringing you the textbook, we have consistently raised the bar in 
terms of innovation and educational research. These investments in learning and the educa-
tion community have helped us to understand the needs of students and educators across 
the country, and allowed us to foster the growth of truly innovative, integrated learning.

integrated learning 
Your Integrated i Learning Sales Specialist is a McGraw-Hill Ryerson representative 
who has the experience, product knowledge, training, and support to help you assess 
and integrate any of our products, technology, and services into your course for optimal 
teaching and learning performance. Whether it’s helping your students improve their 
grades, or putting your entire course online, your i Learning Sales Specialist is there to 
help you do it. Contact your i Learning Sales Specialist today to learn how to maximize 
all of McGraw-Hill Ryerson’s resources!
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COurse management
McGraw-Hill Ryerson offers a range of flexible integration solutions for Blackboard, 
WebCT, Desire2Learn, Moodle, and other leading management platforms. Please contact 
your local McGraw-Hill i Learning Sales Specialist for details.

tegrity 
Tegrity is a service that makes class time available all the time by automatically capturing 
every lecture in a searchable format for students to review when they study and complete 
assignments. With a simple one-click start-and-stop process, you capture all computer 
screens and corresponding audio. Students replay any part of any class with easy-to-use 
browser-based viewing on a PC or Mac. Educators know that the more students can see, 
hear, and experience class resources, the better they learn. With Tegrity, students quickly 
recall key moments by using Tegrity’s unique search feature. This search tool helps students 
efficiently find what they need, when they need it, across an entire semester of class 
recordings. Help turn all your students’ study time into learning moments immediately 
supported by your lecture.  To learn more about Tegrity, watch a two-minute Flash demo 
at http://tegritycampus.mhhe.com, and consult your local i Learning sales specialist.

COursesmart 
CourseSmart brings together thousands of textbooks across hundreds of courses in an 
eTextbook format, providing unique benefits to students and faculty. By purchasing an 
eTextbook, students can save up to 50 percent off the cost of a print textbook, reduce 
their impact on the environment, and gain access to powerful Web tools for learning, 
including full text search, notes and highlighting, and email tools for sharing notes 
between classmates. For faculty, CourseSmart provides instant access to review and 
compare textbooks and course materials in their discipline area without the time, cost, 
and environmental impact of mailing print examination copies. For further details, 
contact your i Learning Sales Specialist or go to www.coursesmart.com.

Create Online
McGraw-Hill’s Create Online places the most abundant resource at your fingertips— 
literally. With a few mouse clicks, you can create customized learning tools simply and 
affordably. McGraw-Hill Ryerson has included many of its market-leading textbooks 
within Create Online for eBook and print customization as well as many licensed readings 
and cases. For more information, please visit www.mcgrawhillcreate.com.

®
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