
mcc26778_fm_i-xxxii.indd   1 17/12/19   5:31 PM



ESSENTIALS OF ECONOMICS
Brue, McConnell, and Flynn
Essentials of Economics
Fourth Edition

Mandel
M: Economics, The Basics
Fourth Edition

McConnell, Brue, and Flynn
Economics: Brief Edition. 
Macroeconomics: Brief Edition, and 
Microeconomics: Brief Edition
Third Edition

Schiller and Gebhardt
Essentials of Economics
Eleventh Edition

PRINCIPLES OF ECONOMICS
Asarta and Butters
Connect Master: Economics
Second Edition

Colander
Economics, Microeconomics, and 
Macroeconomics
Eleventh Edition

Frank, Bernanke, Antonovics, and Heffetz
Principles of Economics, Principles of 
Microeconomics, Principles of 
Macroeconomics
Seventh Edition

Frank, Bernanke, Antonovics, and Heffetz
Streamlined Editions: Principles of 
Economics, Principles of 
Microeconomics, Principles of 
Macroeconomics
Fourth Edition

Karlan and Morduch
Economics, Microeconomics, and 
Macroeconomics 
Third Edition

McConnell, Brue, and Flynn
Economics, Microeconomics, and 
Macroeconomics
Twenty-Second Edition

Schiller and Gebhardt
The Economy Today, The Micro Economy 
Today, and The Macro
Economy Today
Fifteenth Edition

Slavin
Economics, Microeconomics, and 
Macroeconomics
Twelfth Edition

ECONOMICS OF SOCIAL 
ISSUES
Guell
Issues in Economics Today
Ninth Edition

Register and Grimes
Economics of Social Issues
Twenty-First Edition

ECONOMETRICS
Hilmer and Hilmer
Practical Econometrics 
First Edition

Prince
Predictive Analytics for Business 
Strategy 
First Edition

MANAGERIAL ECONOMICS
Baye and Prince
Managerial Economics and Business 
Strategy
Ninth Edition

Brickley, Smith, and Zimmerman
Managerial Economics and 
Organizational Architecture
Seventh Edition

Thomas and Maurice
Managerial Economics
Thirteenth Edition

INTERMEDIATE ECONOMICS
Bernheim and Whinston
Microeconomics
Second Edition

Dornbusch, Fischer, and Startz
Macroeconomics
Thirteenth Edition

Frank
Microeconomics and Behavior
Ninth Edition

ADVANCED ECONOMICS
Romer
Advanced Macroeconomics
Fifth Edition

MONEY AND BANKING
Cecchetti and Schoenholtz
Money, Banking, and Financial Markets
Sixth Edition

URBAN ECONOMICS
O’Sullivan
Urban Economics
Ninth Edition

LABOR ECONOMICS
Borjas
Labor Economics
Eighth Edition

McConnell, Brue, and Macpherson
Contemporary Labor Economics
Twelfth Edition

PUBLIC FINANCE
Rosen and Gayer
Public Finance
Tenth Edition

ENVIRONMENTAL 
ECONOMICS
Field and Field
Environmental Economics: An 
Introduction
Eighth Edition

INTERNATIONAL ECONOMICS
Appleyard and Field
International Economics
Ninth Edition

Pugel
International Economics
Seventeenth Edition

THE MCGRAW-HILL SERIES: ECONOMICS

mcc26778_fm_i-xxxii.indd   2 17/12/19   5:31 PM



THE SEVEN VERSIONS OF MCCONNELL, BRUE, FLYNN

Economics 22e Chapter Title
Limits, Alternatives, and Choices	 x	 x	 x	 x	 x		  x

The Market System and the Circular Flow	 x	 x	 x	 x	 x		  x

Demand, Supply, and Market Equilibrium	 x	 x	 x	 x	 x		  x

Market Failures Caused by Externalities & Asymmetric Information	 x	 x	 x	 x	 x		  x

Public Goods, Public Choice, and Government Failure	 x	 x	 x	 x	 x		  x

Elasticity	 x	 x		  x	 x		  x

Utility Maximization	 x	 x		  x	 x		  x

Behavioral Economics	 x	 x		  x	 x

Businesses and the Costs of Production	 x	 x		  x	 x		  x

Pure Competition in the Short Run	 x	 x		  x	 x		  x

Pure Competition in the Long Run	 x	 x		  x	 x		  x

Pure Monopoly	 x	 x		  x	 x		  x

Monopolistic Competition 	 x	 x		  x	 x		  x

Oligopoly and Strategic Behavior	 x	 x		  x	 x		  x

Technology, R&D, and Efficiency 	 x	 x

The Demand for Resources	 x	 x

Wage Determination	 x	 x		  x	 x

Rent, Interest, and Profit	 x	 x

Natural Resource and Energy Economics	 x	 x

Public Finance: Expenditures and Taxes	 x	 x		  x	 x

Antitrust Policy and Regulation	 x	 x

Agriculture: Economics and Policy	 x	 x		  x	 x		  x

Income Inequality, Poverty, and Discrimination	 x	 x

Health Care	 x	 x

Immigration	 x	 x

An Introduction to Macroeconomics	 x		  x	 x		  x	 x

Measuring Domestic Output and National Income	 x		  x	 x		  x	 x

Economic Growth	 x		  x	 x		  x	 x

Business Cycles, Unemployment, and Inflation	 x		  x	 x		  x	 x

Basic Macroeconomic Relationships	 x		  x				    x

The Aggregate Expenditures Model	 x		  x				    x

Aggregate Demand and Aggregate Supply	 x		  x	 x		  x	 x

Fiscal Policy, Deficits, and Debt	 x		  x	 x		  x	 x

Money, Banking, and Financial Institutions	 x		  x	 x		  x	 x

Money Creation	 x		  x	

Interest Rates and Monetary Policy	 x		  x	 x		  x

Financial Economics	 x		  x

Extending the Analysis of Aggregate Supply	 x		  x	 x		  x	 x

Current Issues in Macro Theory and Policy	 x		  x

International Trade	 x	 x	 x	 x		  x	 x

The Balance of Payments, Exchange Rates, and Trade Deficits	 x	 x	 x	 x		  x	 x

The Economics of Developing Countries	 x	 x	 x

Ec
on

om
ic

s 
22

e

M
ic

ro
ec

on
om

ic
s 

22
e

Ec
on

om
ic

s 
B

rie
f 

Ed
iti

on
 3

e

M
ic

ro
ec

on
om

ic
s 

B
rie

f E
di

tio
n 

3e

M
ac

ro
ec

on
om

ic
s 

B
rie

f E
di

tio
n 

3e

Es
se

nt
ia

ls
 o

f 
Ec

on
om

ic
s 

4e

M
ac

ro
ec

on
om

ic
s 

22
e

A red “X” indicates chapters that combine or consolidate content from two or more Economics chapters.

mcc26778_fm_i-xxxii.indd   3 17/12/19   5:31 PM



mcc26778_fm_i-xxxii.indd   4 17/12/19   5:31 PM



Campbell R. McConnell
University of Nebraska

Stanley L. Brue 
Pacific Lutheran University

Sean M. Flynn
Scripps College

Twenty-Second Edition

mcc26778_fm_i-xxxii.indd   5 17/12/19   5:31 PM



ECONOMICS, TWENTY-SECOND EDITION

Published by McGraw-Hill Education, 2 Penn Plaza, New York, NY 10121. Copyright ©2021 by McGraw-Hill 
Education. All rights reserved. Printed in the United States of America. Previous editions ©2018, 2015, and 2012. 
No part of this publication may be reproduced or distributed in any form or by any means, or stored in a database 
or retrieval system, without the prior written consent of McGraw-Hill Education, including, but not limited to, in 
any network or other electronic storage or transmission, or broadcast for distance learning.

Some ancillaries, including electronic and print components, may not be available to customers outside the  
United States.

This book is printed on acid-free paper. 

1 2 3 4 5 6 7 8 9 LWI 24 23 22 21 20 

ISBN	 978-1-260-22677-5 (bound edition)
MHID	 1-260-22677-8 (bound edition)
ISBN	 978-1-264-11227-2 (loose-leaf edition)
MHID	 1-264-11227-0 (loose-leaf edition)

Director: Anke Weekes
Associate Portfolio Manager: Adam Huenecke
Senior Product Developer: Kelly I. Pekelder
Marketing Manager: Bobby Pearson
Content Project Managers: Harvey Yep (Core)/Bruce Gin (Assessment)
Buyer: Laura Fuller
Design: Matt Diamond
Content Licensing Specialist: Shawntel Schmitt
Cover Image: Shutterstock/Rawpixel.com
Compositor: Aptara®, Inc.

All credits appearing on page or at the end of the book are considered to be an extension of the  
copyright page.

Library of Congress Control Number: 2019918384

The Internet addresses listed in the text were accurate at the time of publication. The inclusion of a website does 
not indicate an endorsement by the authors or McGraw-Hill Education, and McGraw-Hill Education does not 
guarantee the accuracy of the information presented at these sites.

mheducation.com/highered

mcc26778_fm_i-xxxii.indd   6 1/2/20   11:59 AM



To Mem, Terri and Craig, and Rupali 

mcc26778_fm_i-xxxii.indd   7 17/12/19   5:31 PM



viii

ABOUT THE AUTHORS

CAMPBELL R. MCCONNELL earned his Ph.D. at the University of Iowa 
after receiving degrees from Cornell College and the University of Illinois. 
He taught at the University of Nebraska–Lincoln from 1953 until his retire-
ment in 1990. He was also coauthor of Contemporary Labor Economics and 
Essentials of Economics. He was a recipient of both the University of 
Nebraska Distinguished Teaching Award and the James A. Lake Academic 
Freedom Award and served as president of the Midwest Economics Asso-
ciation. Professor McConnell was awarded an honorary Doctor of Laws 
degree from Cornell College in 1973 and received its Distinguished 
Achievement Award in 1994. He was also a jazz expert and aficionado 
until his passing in 2019.

STANLEY L. BRUE did his undergraduate work at Augustana College 
(South Dakota) and received its Distinguished Achievement Award in 
1991. He received his Ph.D. from the University of Nebraska–Lincoln. He 
is retired from a long career at Pacific Lutheran University, where he was 
honored as a recipient of the Burlington Northern Faculty Achievement 
Award. Professor Brue has also received the national Leavey Award for 
excellence in economic education. He has served as national president and 
chair of the Board of Trustees of Omicron Delta Epsilon International Eco-
nomics Honorary. He is coauthor of Economic Scenes, fifth edition (Prentice-
Hall); Contemporary Labor Economics, eleventh edition; Essentials of 
Economics, third edition; and The Evolution of Economic Thought, eighth 
edition (Cengage Learning). For relaxation, he enjoys international travel, 
attending sporting events, and going on fishing trips.

SEAN M. FLYNN did his undergraduate work at the University of Southern 
California before completing his Ph.D. at U.C. Berkeley, where he served 
as the Head Graduate Student Instructor for the Department of Economics 
after receiving the Outstanding Graduate Student Instructor Award. He 
teaches at Scripps College (of the Claremont Colleges) and is the author of 
Economics for Dummies, third edition (Wiley); Essentials of Economics, 
third edition; and The Cure That Works: How to Have the World’s Best 
Healthcare—at a Quarter of the Price (Regnery). His research interests 
include behavioral finance, behavioral economics, and health care economics. 
An accomplished martial artist, Sean has coached five of his students to 
national championships and is the author of Understanding Shodokan 
Aikido. Other hobbies include running, traveling, and cooking.

mcc26778_fm_i-xxxii.indd   8 17/12/19   5:31 PM



ix

KEY GRAPHS

	 1.2	 The Production Possibilities Curve	 10

	 2.2	 The Circular Flow Diagram	 36

	 3.6	 Equilibrium Price and Quantity	 55

	 4.5	 Negative and Positive Externalities	 81

	 7.1	 Total and Marginal Utility	 137

	 9.2	 The Law of Diminishing Returns	 179

	 9.5	 The Relationship of the Marginal-Cost Curve to the  
Average-Total-Cost and Average-Variable-Cost Curves	 183

	 9.8	 The Long-Run Average-Total-Cost Curve: Unlimited Number of Plant Sizes	 187

	 10.3	 Short-Run Profit Maximization for a Purely Competitive Firm	 203

	 10.6	 The P = MC Rule and the Competitive Firm’s Short-Run Supply Curve	 206

	 11.6	 Long-Run Equilibrium: A Competitive Firm and Market	 220

	 12.4	 Profit Maximization by a Pure Monopolist	 235

	 12.6	 Inefficiency of Pure Monopoly Relative to a Purely Competitive Industry	 238

	 12.8	 Rate Regulation of a Natural Monopoly	 244

	 13.1	 A Monopolistically Competitive Firm: Short Run and Long Run	 254

	 14.2	 The Kinked-Demand Curve	 267

	 17.3	 Labor Supply and Labor Demand in	 324
		  (a) a Purely Competitive Labor Market and
		  (b) a Single Competitive Firm

	 20.10	 Efficiency Loss (or Deadweight Loss) of an Excise Tax Paid by Producers	 400

	 23.1	 The Lorenz Curve and Gini Ratio	 440

	 26.1	 The Effect of Demand Shocks under Flexible and Fixed Prices	 505

	 30.2	 Consumption and Saving Schedules	 581

	 30.5	 The Investment Demand Curve	 587

	 30.7	 The Multiplier Process (MPC = 0.75)	 592

	 31.2	 Equilibrium GDP in a Private Closed Economy	 603

	 31.7	 Recessionary and Inflationary Expenditure Gaps	 614

	 32.7	 The Equilibrium Price Level and Equilibrium Real GDP	 634

	 32.9	 A Recession Resulting from a Leftward Shift of Aggregate Demand  
When the Price Level is Downwardly Inflexible	 636

	 33.1	 Expansionary Fiscal Policy with the Multiplier Effect	 647

	 36.1	 The Demand for Money, the Supply of Money, and the Equilibrium Interest Rate	 705

	 36.3	 Monetary Policy and Equilibrium GDP	 720

	 36.4	 The AD-AS Theory of the Price Level, Real Output, and Stabilization Policy	 726

	 40.2	 Trading Possibilities Lines and the Gains from Trade	 795

	 40.6	 The Economic Effects of Protective Tariffs and Import Quotas 	 803

	 41.1	 The Market for Foreign Currency (Pounds)	 820

mcc26778_fm_i-xxxii.indd   9 17/12/19   5:31 PM



x

IN MEMORIAM

CAMPBELL R. McCONNELL 
(1928-2019)
We have lost a gracious friend, superb mentor, and legendary 
coauthor. In 2019 Professor Campbell R. “Mac” McConnell 
passed away at age 90 in Lincoln, Nebraska. Mac was one of 
the most significant and influential American economic educa-
tors of his generation. Through his best-selling principles text-
book, he made introductory economics accessible to millions 
of students. By way of numerous adaptations and translations 
of his textbook, he influenced students throughout the world.
	 Mac was born in Harvey, Illinois, graduated from Cornell 
College (Iowa) and obtained his Ph.D. from the University of 
Iowa. He had a long and successful career as a researcher and 
teacher at the University of Nebraska, publishing peer-
reviewed research articles and serving in leadership positions 
such as President of the Midwest Economic Association. His 
gift of explaining complex economics simply and thoroughly 
led him to explore opportunities to extend his educational 
reach beyond his own classroom. McGraw-Hill understood 
the great potential in his textbook proposal and the first edi-
tion of Economics: Principles, Problems, and Policies made its 
debut in 1960. It was an instant hit and by the late 1970s it 
became the leading seller in the United States, supplanting 
Paul Samuelson’s textbook as the market leader. Economics 
remains the top seller today.

	 In 1986, Mac and his former student, Stanley Brue, coau-
thored Contemporary Labor Economics and two years later Pro-
fessor Brue joined Mac as a coauthor of Economics. Stan, 
Mac, and McGraw-Hill added Sean Flynn as the third coau-
thor on the authorship team in 2008. The authorship transi-
tions have been planned in advance, with authors working 
side-by-side for several editions. These smooth transitions have 
greatly contributed to the progress of the book and its con-
tinuing success.
	 We (Stan and Sean) are humbled and proud to have 
worked with Mac and McGraw-Hill over these many years. 
We pledge to instructors and students that we will continue 
to stress clarity of presentation—in each new chapter, 
revised paragraph, rephrased explanation, and edited sen-
tence. We believe that our dedication to preserving and 
improving the quality of the book is absolutely the best way 
for us to honor and extend Mac’s amazing legacy. Mac liked 
to say that, “Brevity at the expense of clarity is false economy.” 
We will honor him, and his legacy, by always putting clarity 
first.
	 We greatly miss our coauthor and long-time friend Campbell 
R. McConnell.

Stanley L. Brue
Sean M. Flynn
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Welcome to the 22nd edition of Economics, America’s most 
innovative—and popular—economics textbook.
	 We are pleased to present faculty and students with com-
prehensive revisions, insightful new content, and significant 
improvements to both our online learning system and our indus-
try-leading ancillary materials.

Significant Content Updates
The financial crisis and the subsequent slow recovery 
increased both student and faculty demand for principles-level 
content geared toward explaining directly and intuitively why 
markets and governments fail—sometimes spectacularly—in 
delivering optimal social outcomes. To satisfy that demand, 
our presentation of market failures, government failure, and 
public choice theory has been significantly restructured in 
Chapters 4 and 5 to allow students to quickly absorb the key 
lessons regarding externalities, public goods provision, voting 
paradoxes, the special interest effect, and other problems that 
hinder either markets or governments from achieving optimal 
social outcomes. 
	 Faculty teaching macroeconomics will also find that we 
have made major changes to our presentation of monetary policy. 
These important updates explain how the post-Crisis Fed con-
ceptualizes its role in the economy—the dual mandate—and 
how it currently operationalizes contractionary or expansion-
ary monetary policy in pursuit of full employment with price 
stability. 
	 Our innovative presentation revolves around the monetary 
policy “bullseye chart” pioneered by the Chicago Fed. We 
explain in a friendly and intuitive manner why expectations 
matter so much and how monetary policy rules like the Taylor 
rule are helpful in explaining the priorities of Fed policymak-
ers with respect to balancing the goal of moderate inflation 
with the goal of full employment. We also explain why and how 
interest on excess reserves (IOER) and the “repo rate” have 
supplanted the federal funds rate as the Fed’s major tool for 
modulating banking lending and credit creation.

Improved Efficiency for 
Instructors 
Faculty time is precious. To preserve as much of it as possi-
ble for the faculty adopting Economics, we went sentence-by-
sentence and section-by-section, pulling out extraneous 
examples, eliminating unnecessary graphs, and—in some 
cases—removing entire sections that faculty reported they 
didn’t have time to teach. We have slashed the average chap-
ter’s word count by about 15 percent, even after accounting 
for newly added content. 
	 These changes have been reviewed positively by faculty 
and we are excited that our streamlined presentation frees up 
faculty time for more advanced classroom activities, including 
experiments, debates, simulations, and various forms of peer 
instruction and team-based learning.

Improved Readability for 
Students
Student time is also precious. The current crop of college stu-
dents are digital natives and social media pioneers. They are 
used to Googling for answers, reading things that tend to be 
no longer than a Tweet, and receiving instant feedback. We 
have revised our presentation to accommodate their fast-paced, 
nonlinear learning style. You will find a greater economy of 
language and an increased focus on key examples, including 
10 new Key Graphs that have self-contained Quick Quizzes to 
help students comprehend and apply crucial models. 
	 We have also worked hard to accommodate the large num-
ber of students who study by “hunting” through a chapter 
rather than by reading the content in sequence. They will find 
dozens of additional in-chapter Quick Review boxes to help 
them identify key material, scores of additional headers to help 
them scan for key concepts, and a much greater use of bullet 
points to organize related concepts and ideas.
	 These revisions will also aid traditional students who 
study the old-fashioned way by providing them with increased 
structure and organization. Traditional students will addition-
ally appreciate our switch to a single-column design that allows 
for extensive note taking in the margins. 

Examples and Illustrations that 
Resonate with Students 
Students absorb economic theory most easily when it resonates 
with their experiences and is explained with current examples. 
	 To that end, the 22nd edition covers many topics that are 
currently in the news. Topics include green-energy subsidies, 
universal basic income, the “Fight for $15,” soaring tuition 
costs, unfunded liabilities, and congestion pricing. 
	 The new edition also features 23 new “Consider This” and 
“Last Word” boxed features that drive home key ideas in an 
accessible, student-oriented manner. Topics include “Bitcoin 
and Cheap Electrons,” “Hasta La Vista, Venezuela,” and “Vol-
untary Pollution Control.”

Accelerating Student 
Achievement via Adaptive 
Learning and Innovative 
Ancillary Materials
Would you as a faculty member enjoy spending less time on 
definitions and more time on theory, applications, and enrich-
ment material? 
	 Most faculty say YES!—which is why we continue to make 
large annual improvements to what is already the most  
effective digital learning platform in higher education: Connect 
Economics.

PREFACE
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xii Preface

Before Class
You can use Connect Economics and its built-in adaptive read-
ing technology, SmartBook, to ensure that students know all the 
basics before class starts. Simply assign your selected chapter 
readings in SmartBook and have students complete related 
problems and questions before lecture. The Connect Econom-
ics platform will automatically probe for misunderstandings—
and then fix them with instant feedback and remediation. 
	 To further enhance the ability of instructors to “get stu-
dents up to speed” before class, we also offer interactive graph-
ing exercises, math-preparedness tutorials, and a large bank of 
custom-made videos covering real-world examples. All are 
assignable within Connect Economics, and each includes 
assignable assessment questions and instant feedback. 

During Class
You can then proceed, during class, to higher-level learning 
activities that build correct intuitions and the ability to apply 
models, theories, and concepts to new situations that have not 
already been covered in your class.
	 Creating higher-level classroom activities is no easy task, 
and we know from personal experience that faculty often find 
themselves with too little time left over at the end of a long 
day of teaching, service, and research to create the high-qual-
ity enrichment materials that they would like to use in class. 
	 To that end, we have gone out of our way to developed two 
major in-class enrichment tools that you can use to “flip” your 
classroom and engage students at a higher level.

Guided Peer Instruction  With the help of Todd Fitch of 
U.C. Berkeley, we have authored and field-tested hundreds of 
in-class questions and answers that can be used to facilitate the 
peer instruction teaching method pioneered by Eric Mazur of 
Harvard University. Our version, which we call Guided Peer 
Instruction (or GPI), is a student-focused, interactive teaching 
method that has been shown to more than double student 
understanding relative to “chalk and talk” and other lecture-
based presentation formats. We are proud to be the first text-
book to fully support Guided Peer Instruction.

Application-Based Activities (ABAs)  These immersive 
decision-making simulations are delivered digitally within the 
Connect platform and put students in the role of everyday econo-
mists. Students practice their economic thinking and problem-
solving skills as they apply course concepts, and see the 
implications of their decisions as they go. Each activity is 
designed as a 15-minute experience that can be replayed by 
eager students to build intuition. 

A 22nd Edition for the  
21st Century
Economics has maintained its position as the world’s best-selling 
economics textbook for nearly fifty years by continually updat-
ing its coverage and its pedagogy. We weren’t just the first with 
adaptive learning and instant remediation, but also with every-
thing from student study guides to computerized test banks 
(in the 1970s!).

McConnell Is/Was/And Will Remain The Innovation Champion:
	 •	 The first textbook with a student study guide.
	 •	 The first textbook to place both a meaningful title and 

a short accompanying explanation next to every graph, 
figure, and table.

	 •	 The first textbook with comprehensive test banks.
	 •	 The first textbook with multi-colored graphs.
	 •	 The first textbook with overhead projector slides.
	 •	 The first televised economics lectures.
	 •	 The first overhead projector slides.
	 •	 The first instructors’ manual.
	 •	 The first computerized test bank.
	 •	 The first textbook with PowerPoint slides.
	 •	 The first fully integrated adaptive-learning system. 

	 It is our sincere hope that our 22nd edition will continue to 
promote rapid learning and deep understanding as the 21st cen-
tury passes its 20th birthday. We have worked hard to ensure 
that Economics and all of its ancillary materials are compre-
hensive, analytical, and challenging—yet fully accessible to a 
wide range of students. Where needed, an extra sentence of 
explanation is provided. Brevity at the expense of clarity is false 
economy.

Sean M. Flynn
Stanley L. Brue

Chapter-by-Chapter Changes
Each chapter of Economics, 22nd edition, contains data 
updates, revised Learning Objectives, and new examples. 
Chapter-specific updates include new boxed pieces, additional 
Quick Reviews, and, where appropriate, substantial revisions 
to the core content.

Chapter 1: Limits, Alternatives, and Choices features a new 
Last Word about “The Marginal Starbucks,” a new Global Per-
spective comparing investment levels in selected countries, 
and a new Consider This titled, “Is Facebook Free?”.

Chapter 2: The Market System and the Circular Flow contains 
three new Consider This pieces—on Bitcoin mining, the Korean 
peninsula at night, and flood insurance subsidies—as well as a 
new Last Word about the economic collapse of Venezuela.
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Chapter 3: Demand, Supply, and Market Equilibrium includes 
a new Consider This on market equilibrium as well as a new 
Global Perspective on the price of a loaf of bread in various 
countries.

Chapter 4: Market Failures Caused by Externalities and Asym-
metric Information is a new chapter that features substantial 
new content, including a Consider This on congestion pricing, 
a Global Perspective on pollution abatement, a Key Graph on 
externalities, and a Last Word on how markets for pollution 
credits overcome information asymmetries between polluting 
firms and the government. 

Chapter 5: Public Goods, Public Choice, and Government Fail-
ure is another new chapter that also features substantial new 
content, including innovative material on quadratic voting and 
a Last Word discussing the ineffectiveness of corporate reloca-
tion subsidies. 

Chapter 6: Elasticity contains a new Consider This on “The 
Southwest Effect” as well as revised examples, wording improve-
ments, and two new Global Perspectives, the first giving cross-
price elasticities between food prices and education spending in 
various countries and the second reporting on the income elas-
ticities of the demand for gasoline in selected countries. 

Chapter 7: Utility Maximization contains several new exam-
ples as well as revisions of existing material for clarity and 
concision.

Chapter 8: Behavioral Economics benefits from new applica-
tions and a significantly streamlined presentation.

Chapter 9: Businesses and the Costs of Production includes a 
new Global Perspective on international differences in manu-
facturing costs as well as substantial rewrites for clarity in the 
opening section on economic costs. 

Chapter 10: Pure Competition in the Short Run features new 
examples plus a new Last Word on the damage that results 
when corrupt politicians divert fixed-cost depreciation funds 
into their own pockets. 

Chapter 11: Pure Competition in the Long Run contains 
updated examples as well as a new Last Word discussing 
whether entrepreneur Elon Musk’s profits (at SpaceX, Tesla, 
etc) are defensible in the long run. 

Chapter 12: Pure Monopoly has a new Consider This about 
France’s long history of government salt monopolies as well as 
two new Key Graphs on, respectively, the inefficiency of pure 
monopoly and the different strategies for rate regulation. 

Chapter 13: Monopolistic Competition contains new examples, 
edits for brevity, and a new Global Perspective on restaurants 
per 100,000 residents in various cities around the world. 

Chapter 14: Oligopoly and Strategic Behavior has a more intui-
tive introduction to the Prisoner’s Dilemma as well as a sig-
nificantly streamlined presentation made possible by, among 
other things, the removal of the much praised but rarely 
assigned material on sequential games. 

Chapter 15: Technology, R&D, and Efficiency contains edits for 
brevity, revised examples, and a relocated Last Word on why 
patents may be a net hinderance to innovation in the tech sector.

Chapter 16: The Demand for Resources features a new Global 
Perspective on the Top Ten oil importing nations as well as 
revised examples and edits for brevity and clarity. 

Chapter 17: Wage Determination has a new Quick Review as 
well as student-friendly rewrites utilizing bullet points and 
additional section headers.

Chapter 18: Rent, Interest, and Profit incorporates wording 
improvements, data updates, and a greater focus on core con-
tent, made possible by consolidating or discarding the previ-
ous edition’s coverage of the single tax on land and usury laws.

Chapter 19: Natural Resource and Energy Economics contains 
extensive data updates, substantial new material on energy 
costs and alternatives, a streamlined discussion of the user 
cost model, and a new Consider This piece on the famous bet 
between Julian Simon and Paul Ehrlich over resource prices 
and resource constraints. 

Chapter 20: Public Finance: Expenditures and Taxes benefits 
from consolidations and revisions that enhance brevity and 
clarity as well as a new Key Graph on the deadweight losses 
caused by excise taxes. 

Chapter 21: Antitrust Policy and Regulation features a new 
Global Perspective on the annual number of corporate merg-
ers taking place in selected countries as well as extensive 
updates to the chapter’s examples of court cases and regula-
tory actions.

Chapter 22: Agriculture: Economics and Policy delivers numer-
ous data updates, a heavily updated discussion of recent farm 
bills, including the Agricultural Act of 2018, and a new Last 
Word on the U.S. Department of Agriculture’s Conservation 
Reserve Program that created a glut of timber while attempt-
ing to prevent a glut of crops.

Chapter 23: Income Inequality, Poverty, and Discrimination 
presents a new Last Word on the debate over Universal Basic 
Income as well clarifying revisions to our discussion of the 
Lorenz curve and the Gini ratio, including a new Key Graph 
and Quick Quiz that tests students on their understanding of 
those concepts. 

Chapter 24: Health Care incorporates extensive data updates 
as well as significant revisions to our discussion of the Afford-
able Care Act, including references to the court decision that 
repealed the individual mandate.

Chapter 25: Immigration contains several data updates as well 
as a new Last Word that considers whether the Australian and 
Canadian immigration systems might be considered as reform 
models for the U.S. immigration system. 

Chapter 26: An Introduction to Macroeconomics has a new 
Last Word on the behavioral economics of sticky prices as 
well as a new Key Graph on the effects of demand shocks 
under fixed and flexible prices. 

Chapter 27: Measuring Domestic Output and National Income 
benefits from extensive data updates, a heavily revised intro-
ductory section on GDP accounting and a new Last Word on 
the difficulties that the digital economy has created for 
national income and product accounting. We also summarize 
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the recent accounting revisions under which the Bureau of 
Economic Analysis defines private domestic investment to 
include expenditures on R&D and money spent on the cre-
ation of new works of art, music, writing, film, and software.

Chapter 28: Economic Growth contains extensive data updates, 
a more intuitive explanation of network effects, a more con-
cise discussion of catch-up growth, a new Last Word on the 
growth-boosting effects of the surges in female labor force par-
ticipation and educational attainment that have taken place 
over the last few decades. 

Chapter 29: Business Cycles, Unemployment, and Inflation 
benefits from a streamlined presentation, several data updates, 
a more intuitive presentation of Okun’s Law, and a new Last 
Word on the shortage of skilled workers ten years after the 
Great Recession ended. 

Chapter 30: Basic Macroeconomic Relationships features data 
updates, a new Key Graph on the multiplier process, and a 
streamlined presentation. 

Chapter 31: The Aggregate Expenditures Model contains a hand-
ful of data updates but is otherwise unchanged save for an addi-
tional Quick Review and some minor wording improvements. 

Chapter 32: Aggregate Demand and Aggregate Supply contains a 
new Global Perspective on the size of various countries’ GDP 
gaps, a new Key Graph on the effect of a negative demand 
shock when the price level is inflexible, and a decrease in page 
count thanks to the elimination of the section on downward 
price rigidity (which was made redundant by the new Ch 26 
Last Word on the behavioral economics of sticky prices). 

Chapter 33: Fiscal Policy, Deficits, and Debt incorporates sev-
eral data updates, an additional Quick Review, and a new Key 
Graph on expansionary fiscal policy when the price level is 
downwardly inflexible. 

Chapter 34: Money, Banking, and Financial Institutions is sig-
nificantly more concise thanks to a shortened discussion of 
securitization, a streamlined history of the financial crisis, and 
the elimination of the section on the structure of the post-
crisis financial services industry. 

Chapter 35: Money Creation includes a shorter and more intu-
itive discussion of the monetary multiplier as well as a new 
Global Perspective on required reserve ratios.

Chapter 36: Interest Rates and Monetary Policy features a more 
intuitive explanation of repos and reverse repos plus a totally 
new presentation of monetary policy that utilizes the Chicago 
Fed’s “bullseye chart” to explain the Fed’s dual mandate, the 
usefulness and design of monetary policy rules, and why the 
Fed should be concerned about its management of inflation-
ary expectations. 

Chapter 37: Financial Economics contains several new examples, 
updated data, and edits throughout for simplicity and clarity.

Chapter 38: Extending the Analysis of Aggregate Supply delivers 
a streamlined presentation of supply-side economics as well as 

significant edits for clarity and concision, especially with 
regard to the analytical transition from the short-run Phillips 
curve to the long-run Phillips curve. 

Chapter 39: Current Issues in Macro Theory and Policy 
includes a clarified explanation of the monetarist view, a 
heavy rewrite of the rational expectations section, and a new 
Global Perspective that reports on the target rates of inflation 
set by various national and regional central banks. 

Chapter 40: International Trade contains extensive data 
updates, a streamlined presentation of the arguments in favor 
of protectionism, a new Key Graph on the economic effects of 
tariffs and import quotas, and an updated and consolidated 
discussion of multilateral trade pacts, including the USMCA 
revisions to NAFTA.

Chapter 41: The Balance of Payments, Exchange Rates, and 
Trade Deficits offers significantly streamlined coverage of 
fixed exchange rates, extensive data updates, and various edits 
for concision and clarity.

Chapter 42: The Economics of Developing Countries includes 
new examples, data updates, and a new Consider This about 
the fraction of the world’s population living in extreme pov-
erty falling from 36 percent in 1990 to just 10 percent 
in 2015. 
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Connect Tools for Customizing Classes
Our Connect learning platform contains several tools that 
allow faculty to create and deliver custom content to their 
students.

Instructor-Authored Homework Problems  McGraw-Hill 
is committed to empowering faculty. One way we do that is by 
ensuring that instructors can write their own auto-gradable 
homework questions within our Connect learning platform. 
These can then be assigned in exactly the same way as our 
test  bank questions and our end-of-chapter questions and 
problems. 

Custom Publishing  Another option for personalization is 
our “custom pub” program through which we can deliver 
small print runs of McConnell that include material that fac-
ulty have prepared themselves—anything from bullet-pointed 
lecture notes to privately authored worksheets or reading 
materials. Those materials can be integrated with McConnell 
content in any order, thereby allowing faculty total control 
over course content and reading materials.

Test Builder in Connect  Available within Connect, Test 
Builder is a cloud-based tool that enables instructors to format 
tests that can be printed or administered within a LMS. Test 
Builder offers a modern, streamlined interface for easy con-
tent configuration that matches course needs, without requir-
ing a download. 
	 Test Builder allows you to:
	 •	 access all test bank content from a particular title.
	 •	 easily pinpoint the most relevant content through robust 

filtering options.
	 •	 manipulate the order of questions or scramble questions 

and/or answers.
	 •	 pin questions to a specific location within a test.
	 •	 determine your preferred treatment of algorithmic  

questions. 
	 •	 choose the layout and spacing. 
	 •	 add instructions and configure default settings.

Test Builder provides a secure interface for better protection 
of content and allows for just-in-time updates to flow directly 
into assessments.

Assurance of Learning Ready 
Many educational institutions today are focused on the notion 
of assurance of learning, an important element of many 
accreditation standards. Economics 22e is designed specifi-
cally to support your assurance of learning initiatives with a 
simple yet powerful solution. 
	 Each chapter in the book begins with a list of numbered 
learning objectives, which appear throughout the chapter as 
well as in the end-of-chapter assignments. Every Test Bank 
question for Economics 22e maps to a specific chapter learn-
ing objective in the textbook as well as topic area, Bloom’s 
Taxonomy level, and AACSB skill area. You can use our Test 
Bank software, EZ Test, or Connect Economics to easily 
search for learning objectives that directly relate to the learn-
ing objectives for your course. You can then use the reporting 
features of EZ Test to aggregate student results in similar fash-
ion, making the collection and presentation of assurance of 
learning data simple and easy.

AACSB Statement 
McGraw-Hill is a proud corporate member of AACSB Inter-
national. Understanding the importance and value of AACSB 
accreditation, Economics 22e recognizes the curricula guide-
lines detailed in the AACSB standards for business accredita-
tion by connecting selected questions in the Test Bank and 
end-of-chapter material to the general knowledge and skill 
guidelines in the AACSB standards. 
	 The statements contained in Economics 22e are provided 
only as a guide for the users of this textbook. The AACSB 
leaves content coverage and assessment within the purview of 
individual schools, the mission of the school, and the faculty. 
While Economics 22e and the teaching package make no claim 
of any specific AACSB qualification or evaluation, we have, 
within Economics 22e, labeled selected questions according to 
the six general knowledge and skills areas.
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You’re in the driver’s seat.
Want to build your own course? No problem. Prefer to use our turnkey, 
prebuilt course? Easy. Want to make changes throughout the semester? 
Sure. And you’ll save time with Connect’s auto-grading too.

Make it simple,  
make it affordable. 
 
Connect makes it easy with seamless 
integration using any of the major 
Learning Management Systems—
Blackboard®, Canvas, and D2L, among 
others—to let you organize your course 
in one convenient location. Give your 
students access to digital materials at 
a discount with our Inclusive Access 
program. Ask your McGraw-Hill 
representative for more information.

Solutions for your 
challenges.
 
Connect is a real solution because 
it is not only affordable and reliable 
but also comes with training and 
ongoing support when you need it 
and how you want it. Our Customer 
Experience Group can also help 
you troubleshoot tech problems—
although Connect’s 99% uptime 
means you might not need to call 
them. See for yourself at status.
mheducation.com

65%
Less Time
Grading

FOR INSTRUCTORS

They’ll thank you for it.
Adaptive study resources like SmartBook® 2.0 help 
your students be better prepared in less time. You  
can transform your class time from dull definitions to 
dynamic debates. Find out more about the powerful 
personalized learning experience available in 
SmartBook 2.0 at www.mheducation.com/highered/
connect/smartbook
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Effective, efficient studying.
Connect helps you be more productive with your study time and get better grades using tools like 
SmartBook 2.0, which highlights key concepts and creates a personalized study plan. Connect sets you 
up for success, so you walk into class with confidence and walk out with better grades.

No surprises.
Connect Calendar and Connect Reports keep you on track with the  
work you need to get done and your assignment scores. Life gets busy; 
Connect tools help you keep learning through it all.

Learning for everyone. 
McGraw-Hill works directly with Accessibility Services 
Departments and faculty to meet the learning needs 
of all students. Please contact your Accessibility 
Services office and ask them to email  
accessibility@mheducation.com, or visit  
www.mheducation.com/about/accessibility  
for more information.

“I really liked this 
app—it made it easy 
to study when you 
don’t have your text-
book in front of you.”

FOR STUDENTS

— Jordan Cunningham, Class 
of 2021, Eastern Washington 
University

Study anytime, anywhere.
Download the free ReadAnywhere app and access your 
online eBook or SmartBook 2.0 assignments when it’s 
convenient, even if you’re offline. And since the app 
automatically syncs with your eBook and SmartBook 2.0 
assignments in Connect, all of your work is available 
every time you open it on any of your devices. Find out  
more at www.mheducation.com/readanywhere 
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