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Chapter by Chapter Changes 
Many of the examples have been updated for currency.  The examples, concept checks, and layout of the 
end of chapter material have been redesigned to improve ease of use. Data have been updated 
throughout.  
 
Chapter 1: Thinking Like an Economist 
• Minor updates to existing examples. 
 
Chapter 2: Comparative Advantage 
• Additional EOC problem added. 
 
Chapter 3: Supply and Demand 
• Minor adjustments made to some EOC problems. 
 
Chapter 4: Elasticity 
• Added a few new EOC problems. 
 
Chapter 5: Demand 
• Added Indifference Curves Appendix back in to follow this chapter. 
 
Chapter 6: Perfectly Competitive Supply 
• Problems 7 & 8 combined. 
• Small adjustment to LO3—added long run. 
 
Chapter 7: Efficiency, Exchange, and the Invisible Hand in Action 
• Previous problems 2 & 3 were combined. 
• Chapter 8: Monopoly, Oligopoly, and Monopolistic Competition 
• LO2 split into 2 learning objectives and “Economies of Scale and the Importance of Start-Up Costs” 

promoted to an a-head. 



 
Chapter 9: Games and Strategic Behavior 
• Slight rewording of LO1 and LO4. 
• New review question added. 
• Some minor adjustments made to some EOC problems. 
 
Chapter 10: An Introduction to Behavioral Economics 
• New to this edition! 
 
Chapter 11: Externalities, Property Rights, and the Environment 
• Was previously Chapter 10. 
• Using Price Incentives in Environmental Regulation section was added here from what was previously 

Chapter 13 and is reflected as new LO6. Updated section on climate change. 
• New EOC problems added and one deleted.  
 
Chapter 12: The Economics of Information 
• Was previously Chapter 11. 
• The health care material from what was previous Chapter 13 has been moved here and has been 

rewritten in a new section named “Insurance” and is reflected as LO5. 
 
Chapter 13: Labor Markets, Poverty, and Income Distribution 
• Was previously Chapter 12. 
 
 
Chapter 14: Public Goods and Tax Policy 
• Data updates as needed. 
 
Chapter 15: International Trade and Trade Policy 
• Builds on the international trade material presented in Chapter 2, Comparative Advantage. This chapter 

discusses production and consumption possibilities and the benefits of trade, a supply and demand 
perspective on trade, and protectionism.  

 
Chapter 16: Macroeconomics: A Bird’s-Eye View of the Economy 
• New to 7e! This chapter provides an overview of the issues that macroeconomists study and the basic 

tools that are employed such as aggregation. 
 
Chapter 17: Measuring Economic Activity: GPD and Unemployment 
• Extra Orchardia example, women’s labor force participation material added. 
• Circular flow diagram added. 
• Unemployment and the unemployment rate section here from previous Chapter 17(6e). In assessing the 

level of economic activity in a country, economists look at a variety of statistics. Among those being Real 
GDP and the unemployment rate so this discussion was moved back up into this chapter as it originally 
appeared. 

 
Chapter 18: Measuring the Price Level and Inflation 
• Previously Chapter 16. 
• Figure 16.1 deleted. 
• EN 16.1 “core inflation” deleted. 
• New EN 18.1 to explain why Congress periodically raises the minimum wage. 



 
Chapter 19: Economic Growth, Productivity, and Living Standards 
• Previously Chapter 18. 
• Economic Growth chapter (previously Ch 18) moved ahead of the Wages and Unemployment chapter 

(previously Ch 17). 
• Example 18.4 changed to an Economic Naturalist box (19.1). 
• More analysis of the rise in the labor force participation rate and the share of the population with jobs. 
• Example 18.6 changed to an Economic Naturalist box (19.2) and was updated. 
• Example 18.8 “Why did communism fail” was deleted 
• The Costs of Economic Growth section was moved ahead of the “Promoting Economic Growth” section 

(LOs 4 & 5 switched and rephrased). 
• Are their Limits to Growth subsection was promoted to an a-head. 
• Example 18.9 was deleted entirely. 
 
Chapter 20: The Labor Market: Workers, Wages, and Unemployment 
• This chapter (previously Ch 17) now appears after the chapter on economic growth (previously Ch 18). 
• Unemployment rate material moved earlier into the discussion of measuring economic activity in 

Chapter 17.  
• Two new labor market trends related to employment and unemployment have been added. 
• Impediments to full employment section rewritten minimum wage laws and labor union material 

subsections deleted, revisits some of the labor market trends mentioned at the beginning of the chapter. 
 
Chapter 21: Saving and Capital Formation 
• Previously Chapter 19. 
• Sections National Savings and Its Components (LO2) and Why Do People Save? (LO3) Have been 

switched. 
• Bond and stock material moved to Chapter 23 
• Example 19.3 changed to an Economic Naturalist box 21.1. 
• Deleted Example 19.5 and replaced with EN 21.2 on why Chinese households save so much. 
• Example 19.7 changed to EN 21.3. 
• New subsection “Is Low Household Saving a Problem?” and looks at this in both a microeconomic and 

macroeconomic perspective. 
• Example 19.16 was deleted. 
 
22: Money, Prices, and the Federal Reserve 
• Previously Chapter 20. 
• Financial intermediaries discussion moved to following chapter (23). 
• Federal Reserve System discussion moved here from what was previously Chapter 23. What was Example 

23.1 has been changed to EN 22.2. 
• Example 20.2 was changed to an EN box 22.1 with additional data updates. 
• Chapter 23: Financial Markets and International Capital Flows 
• A new chapter. 
• The Banking System and the Allocation of Saving to Productive Uses section from previous Chapter 20 

starts off this new chapter.  
• A new EN box (23.1) added discussing what happens to national economies during baking crises—

Japanese banking crisis example was deleted and replaced with this box 
• Bond and stock material from previous Chapter 19 moved here. 
• A new EN box (23.2) added “Why did the US stock market rise sharply and fall sharply in the 1990s and 

again in the 2000s.” 



• International capital flow material from previous Chapter 26 closes the chapter. Example 26.8 changed to 
EN 23.4. 

 
Chapter 24: Short-Term Economic Fluctuations: An Introduction 
• Was previously Chapter 21. 
• New 4.1 EN 24.1 added among introduction to show how short-term macroeconomic performance 

effects can influence election results. 
• Example 21.1 now EN 24.2. 
• New concept check 24.1. 
• Example 21.2 now EN 24.3 
• Example 21.4 changed to EN 24.4 
• EN 21.1 Coca-Cola machines has been deleted 
 
Chapter 25: Spending and Output in the Short Run 
• Was previously Chapter 22 
• Example 22.1 was changed to EN 25.1 
• Example 22.3 was changed to EN 25.2 
• Example 22.6 deleted, Example 22.7 changed to EN 25.3 
• Example 22.9 changed to EN 25.4 
• Example 22.11 changed to EN 25.5 and revised to include examples from 2009 
 
Chapter 26: Stabilizing the Economy: The Role of the Fed 
• Constructed from a rearranged version of previous Chapter 23 
• The Federal Reserve and Interest Rates (LO3) and How the Fed Controls the Nominal Interest Rate (LO4) 

from previous Chapter 23 starts off the chapter and are LO1 and LO2 respectively. 
• Example 26.1 added to illustrate the demand for money 
• Example 26.2 added to illustrate money holdings 
• New concept check 26.1  
• Some of the narrative in The Fed Fights a Recession section has been drawn out as a numbered example. 
• Example 23.4 has been changed to EN 26.2 
• Some of the narrative in The Fed Fights Inflation section has been drawn out as a numbered example 

(26.6) 
• Example 23.5 has been changed to EN 26.3 
• The section Should the Federal Reserve Respond to Changes in Asset Prices has been changed back to an 

EN 26.5 
• The Fed’s Policy Reaction Function new and Taylor rule has been brought back  
• Excess reserves discussion added 
• The unconventional monetary policy section has been expanded to discuss the zero lower bound, forward 

guidance and a rewrite of interest on reserves 
 
Chapter 27: Aggregate Demand, Aggregate Supply, and Inflation 
• A complete rewrite of what was previous Chapter 24. Have reverted back to the original presentation of 

this material 
 
Chapter 28: Exchange Rates and the Open Economy 
• Previously Chapter 26, international trade and capital flows material moved to what is now Chapter 23. 
• The real exchange rate material moved earlier in the chapter 
• New EN 28.1—does a strong currency imply a strong economy? 
• Determination of the exchange rate in the short run and long run have been switched so long run is 
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presented first. 
• New EN 28.2 to illustrate monetary policy and the exchange rate 
• Fixed exchange rate material added along with material on speculative attacks and how monetary policy 

can be used to influence exchange rates. New ENs 28.3-28.5 
• The Euro: A Common Currency for Europe has been added as EN 28.6 
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