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XV

  PREFACE 

 There have been dramatic advances in microeconomics over the past 40 years and the field 
is changing rapidly. The roles of uncertainty and information, the analysis of pricing by 
firms with market power, and game theory and competitive strategy play a central role in 
microeconomic theory today. Yet, in the aftermath of the global financial crisis, a number of 
economists, the media, and policymakers have argued that modern microeconomics cannot 
capture the complexity of the real world. 

 We believe that with increasing uncertainty and interdependence of real economies, 
there is a need for increasingly relevant and applicable microeconomics. However, most 
first-year books do not help students understand many of the issues and economic events 
and the managerial and public policy responses to them. We realized that the Fourth U.S. 
Edition of Hubbard and O’Brien’s  Principles of Microeconomics  is the kind of textbook that 
makes modern microeconomics valuable and applicable. It is the textbook that we always 
wanted to use in our classes and for this reason we decided to work on the Canadian edition 
of the book. 

 The Canadian edition of  Principles of Microeconomics  is completely widget free. It 
delivers complete economics coverage using many fresh, lively, real world examples from 
newspapers, magazines, websites, and professional journals from around the world. By 
building from the specific example to the general case, this text fosters student engage-
ment. In testing early drafts of the text in the classroom, we found the degree of student 
engagement was substantially improved by placing real-world examples and applications 
at the forefront rather than treating them as add-ons or afterthoughts. The approach is 
attractive to both instructors and students because it captures the richness and inter-
actions of the real-world while demonstrating the value and applicability of modern 
microeconomics. 

Highlights of this Edition 
 The severe global financial crisis that began in 2007 with the bursting of the housing 
bubble in the United States and the Great Recession and European debt crisis that 
followed are still affecting the world economy today. In many countries, unemployment 
has risen to levels not seen in decades. The crisis in the financial system has been the 
worst since the Great Depression of the 1930s. Managerial and public policy debates 
have intensified as governments around the world introduced the largest packages 
of spending increases and tax cuts in history. Central banks, including the Bank of 
Canada, have sailed into uncharted waters as they develop new policy tools to deal with 
the unprecedented financial turmoil. Other long-running managerial and public policy 
debates continue as well, as huge long-run budget deficits, environmental problems, 
income inequality, and changes to the tax system all receive attention from economists, 
policymakers, and the public. 

  Principles of Microeconomics , The Canadian edition, helps students understand recent 
economic events and the managerial and public policy responses to them. It places applica-
tions at the forefront of the discussion. We believe that students find the study of microeco-
nomics more interesting and easier to master when they see microeconomic analysis applied 
to real-world issues that concern them.  

The Foundation: Contextual Learning and Modern 
Organization 
 We believe a course is a success if students can apply what they have learned in both personal 
and business settings and if they have developed the analytical skills to understand what 
they read in the media. That’s why we explain economic concepts by using many real-world 
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business examples and applications in the chapter openers, graphs, Making the Connection
features, An Inside Look features, and end-of-chapter problems. This approach helps both 
business majors and liberal arts majors become educated consumers, voters, and citizens. 
In addition to our widget-free approach, we also have a modern organization and discuss 
interesting policy topics early in the book to pique student interest. 

 We are convinced that students learn to apply economic principles best if they are taught 
in a familiar context. Whether they open an art studio, do social work, trade on Bay Street, 
work for the government, or tend bar, students benefit from understanding the economic 
forces behind their work. And though business students will have many opportunities to see 
economic principles in action in various courses, liberal arts students may not. We therefore 
use many diverse real-world business and policy examples to illustrate economic concepts 
and to develop educated consumers, voters, and citizens. 

 Notable features of this book are: 
 • A strong set of introductory chapters.   The introductory chapters provide students 

with a solid foundation in the basics. We emphasize the key ideas of marginal analysis 
and economic efficiency. In  Chapter   4   , “Economic Efficiency, Government Price 
Setting, and Taxes,” we use the concepts of consumer surplus and producer surplus 
to measure the economic effects of price ceilings and price floors as they relate to 
the familiar examples of rental properties and the minimum wage. (We revisit 
consumer surplus and producer surplus in  Chapter   7   , “Comparative Advantage 
and the Gains from International Trade,” where we discuss outsourcing and analyze 
government policies that affect trade, and in  Chapter   13   , “Monopoly and Antitrust 
Policy,” where we examine the effect of market power on economic efficiency. In the 
online  Chapter   16   , “Pricing Strategy,” we examine the effect of firm pricing policy 
on economic efficiency.) In the online  Chapter   17   , “Firms, the Stock Market, and 
Corporate Governance,” we provide students with a basic understanding of how firms 
are organized, how they raise funds, and how they provide information to investors. 
We also illustrate how in a market system entrepreneurs meet consumer wants and 
efficiently organize production.  

• Early coverage of policy issues.   To expose students to policy issues early in the course, 
we discuss immigration in  Chapter   1   , “Economics: Foundations and Models”; rent con-
trol and the minimum wage in  Chapter   4   , “Economic Efficiency, Government Price Set-
ting, and Taxes”; air pollution, global warming, and whether the government should 
run the health care system in  Chapter   5   , “Externalities, Environmental Policy, and Pub-
lic Goods”; and government policy toward illegal drugs in  Chapter   6   , “Elasticity: The 
Responsiveness of Demand and Supply.”  

• Complete coverage of monopolistic competition.   We devote a full chapter— Chapter 
  11   , “Monopolistic Competition: The Competitive Model in a More Realistic Setting”—
to monopolistic competition prior to covering oligopoly and monopoly in  Chapter   12   , 
“Oligopoly: Firms in Less Competitive Markets,” and  Chapter   13   , “Monopoly and Anti-
trust Policy.” Although many instructors cover monopolistic competition very briefly or 
dispense with it entirely, we think it is an overlooked tool for reinforcing the basic mes-
sage of how markets work in a context that is much more familiar to students than are 
the agricultural examples that dominate other discussions of perfect competition. We 
use the monopolistic competition model to introduce the downward-sloping demand 
curve material usually introduced in a monopoly chapter. This helps students grasp the 
important point that nearly all firms—not just monopolies—face downward-sloping 
demand curves. Covering monopolistic competition directly after perfect competition 
also allows for the early discussion of topics such as brand management and sources of 
competitive success. Nevertheless, we wrote the chapter so that instructors who prefer 
to cover monopoly ( Chapter   13   , “Monopoly and Antitrust Policy”) directly after perfect 
competition ( Chapter   10   , “Firms in Perfectly Competitive Markets”) can do so without 
loss of continuity.  
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•  Extensive, realistic game theory coverage.   In  Chapter   12   , “Oligopoly: Firms in Less 
Competitive Markets,” we use game theory to analyze competition among oligopo-
lists. Game theory helps students understand how companies with market power 
make strategic decisions in many competitive situations. We use familiar companies 
such as Apple, Hewlett-Packard, Coca-Cola, PepsiCo, and Dell in our game theory 
applications.  

• Unique coverage of pricing strategy.   In the online  Chapter   16   , “Pricing Strategy,” 
we explore how firms use pricing strategies to increase profits. Students encounter 
pricing strategies everywhere—when they buy a movie ticket, book a flight for spring 
break, or research book prices online. We use these relevant, familiar examples to 
illustrate how companies use strategies such as price discrimination, cost-plus pricing, 
and two-part tariffs.    

Special Features: A Real-World, Hands-on Approach to 
Learning Economics 

  Business Cases and  An Inside Look  News Articles 
 Each chapter-opening case provides a real-world context for learning, sparks students’ inter-
est in economics, and helps to unify the chapter. The case describes an actual company fac-
ing a real situation. The company is integrated in the narrative, graphs, and pedagogical 
features of the chapter. Many of the chapter openers focus on the role of entrepreneurs in 
developing new products and bringing them to the market. For example,  Chapter   3    covers 
Bill Gates of Microsoft and Steve Jobs of Apple, the online  Chapter   17    covers the founding of 
the Hudson’s Bay Company and the Facebook initial public offering, and  Chapter   11    covers 
Howard Schultz of Starbucks. Here are a few examples of companies we explore in the chap-
ter openers in this new edition: 

•   Apple ( Chapter   3   , “Where Prices Come From: The Interaction of Demand and Supply”)  
•   Hudson’s Bay Company and Facebook (online  Chapter   17   , “Firms, the Stock Market, 

and Corporate Governance”)  
•   Starbucks ( Chapter   11   , “Monopolistic Competition”)   
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 Here are some examples of the articles featured in An Inside Look: 

•   Peaking Gas Prices Set New Records—“Breaking Down the Price of Gasoline” ( Chapter 
  6   , “Elasticity: The Responsiveness of Demand and Supply”)  

•   Adding Value Through Association with Star Power?—“Celebrity Endorsements: Do 
They Make Products More Appealing to You?” ( Chapter   8   , “Consumer Choice and 
Behavioural Economics”)  

•   Competing in the Wireless Spectrum—“Telus CEO Entwistle Warns of ‘Bloodbath’ 
if Verizon Has Advantage in Wireless Spectrum Auction ( Chapter   9   , “Technology, 
Production, and Costs”)  

•   Competing: Intel’s “Ultrabook” Against Apple’s MacBook Air—“Intel Taps into New Com-
puting at Taiwan Show” ( Chapter   12   , “Oligopoly: Firms in Less Competitive Markets”)    

  Economics in Your Life 
 After the chapter-opening real-world business case, we have added a personal dimension to 
the chapter opener with a feature titled Economics in Your Life, which asks students to consider 
how economics affects their own lives. The feature piques the interest of students and empha-
sizes the connection between the material they are learning and their own experiences.             

An Inside Look is a two-page feature that shows students how to apply the concepts from 
the chapter to the analysis of a news article. Select articles deal with policy issues and are 
titled An Inside Look. Articles are from sources such as the  Hamilton Spectator ,  The Econo-
mist ,  National Post, Toronto Star , and the  Montreal Gazette . An Inside Look feature presents an 
excerpt from an article, analysis of the article, a graph(s), and critical thinking questions.             

XVIII P R E F A C E
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 At the end of the chapter, we use the chapter concepts to answer the questions asked at 
the beginning of the chapter.             

 The following are examples of the topics we cover in the Economics in Your Life feature: 

    •   How Much Do Gas Prices Matter to You? ( Chapter   6   , “Elasticity: The Responsiveness of 
Demand and Supply”)  

   •   Have You Ever Been Urged to “Buy Canadian”? ( Chapter   7   , “Comparative Advantage 
and the Gains From International Trade”)  

   •   Why Does Toronto Have Only One NHL Team? ( Chapter   13   , “Monopoly and Antitrust 
Policy”)    

  Solved Problems 
 Many students have great difficulty handling applied economics problems. We help students 
overcome this hurdle by including two or three worked-out problems tied to select chapter-
opening learning objectives. Our goals are to keep students focused on the main ideas of 
each chapter and to give students a model of how to solve an economic problem by breaking 
it down step by step. Additional exercises in the end-of-chapter Problems and Applications 
section are tied to every Solved Problem. Additional Solved Problems appear in the Instruc-
tor’s Manual and the print Study Guide. In addition, the Test Item Files include problems 
tied to the Solved Problems in the main book.              
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Don’t Let This Happen to You 
 We know from many years of teaching which concepts students find most difficult. Each 
chapter contains a feature called Don’t Let This Happen to You that alerts students to the 
most common pitfalls in that chapter’s material. We follow up with a related question 
in the end-of-chapter Problems and Applications section.              

Making the Connection 
 Each chapter includes two to four Making the Connection features that provide real-world 
reinforcement of key concepts and help students learn how to interpret what they read 

on the web and in newspapers. Most 
Making the Connection features use rel-
evant, stimulating, and provocative news 
stories focused on businesses and policy 
issues. Each Making the Connection has 
at least one supporting end-of-chapter 
problem to allow students to test their 
understanding of the topic discussed. 
Here are some of the Making the Connec-
tion features:             
    •     Chapter   1   : Should the Government of 

Ontario Increase the Minimum Wage?  
   •     Chapter   6   : Price Elasticity, Cross-Price 

Elasticity, and Income Elasticity in the 
Market for Alcoholic Beverages  

   •     Chapter   8   : Why Do Firms Pay Sidney 
Crosby to Endorse Their Products?  

    •    Chapter   10   : The Rise and Fall of 
Canada’s Technology Darling  

   •     Chapter   11   : The Tim Hortons Coffee 
War in Canadian Cities                

  Graphs and Summary Tables 
 Graphs are an indispensable part of a principles of 
economics course but are a major stumbling block 
for many students. Each chapter except  Chapter   1    
includes end-of-chapter problems that require stu-
dents to draw, read, and interpret graphs. Interactive 
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graphing exercises appear on the book’s supporting website. We use four devices to help 
students read and interpret graphs: 

 1.   Detailed captions  
 2.   Boxed notes              

 3.   Colour-coded curves  
 4.   Summary tables with graphs (see pages  68 ,  72 , and  163  for examples)    

  Review Questions and Problems and Applications 
 Every exercise in a chapter’s Problems and Applications section is available in MyEconLab. 
Using MyEconLab, students can complete these and many other exercises online, get tutorial 
help, and receive instant feedback and assistance on exercises they answer incorrectly. Also, 
student learning will be enhanced by having the summary material and problems grouped 
together by learning objective, which will allow students to focus on the parts of the chap-
ter they found most challenging. Each major section of the chapter, paired with a learning 
objective, has at least two review questions and three problems. 

 We include end-of-chapter problems that test students’ understanding of the content 
presented in the Solved Problem, Making the Connection, and Don’t Let This Happen to You
special features in the chapter. Instructors can cover a feature in class and assign the corre-
sponding problem for homework. The Test Item Files also include test questions that pertain 
to these special features.   
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Integrated Supplements 
 The authors and Pearson Canada have worked together to integrate the text, supplements, 
and media resources to make teaching and learning easier.  

MyEconLab 
 MyLab and Mastering, our leading online learning products, deliver customizable content 
and highly personalized study paths, responsive learning tools, and real-time evaluation 
and diagnostics. MyLab and Mastering products give educators the ability to move each 
student toward the moment that matters most—the moment of true understanding and 
learning. MyEconLab for Hubbard, Canadian Edition, can be used as a powerful out-of-the-
box resource for students who need extra help, or instructors can take full advantage of its 
advanced customization options. Students can also benefit from MyEconLab’s Study Play,  
 now powered by a sophisticated adaptive learning engine that tailors learning material to 
meet their unique learning needs. 

 Pearson eText gives students access to the text whenever and wherever they have ac-
cess to the Internet. eText pages look exactly like the printed text, offering powerful new 
functionality for students and instructors. Users can create notes, highlight text in different 
colours, create bookmarks, zoom, click hyperlinked words and phrases to view definitions, 
and view in single-page or two-page view. Pearson eText allows for quick navigation to key 
parts of the eText using a table of contents and provides full-text search. The eText may also 
offer links to associated media files, enabling users to access videos, animations, or other 
activities as they read the text.  

Other Resources for the Instructor 

  Instructor’s Manual 
 The Instructor’s Manual includes chapter-by-chapter summaries grouped by learning objec-
tives, teaching outlines incorporating key terms and definitions, teaching tips, topics for 
class discussion, new Solved Problems, new Making the Connection features, new Economics 
in Your Life scenarios, and solutions to all review questions and problems in the book. The 
Instructor’s Manual is available for download from the Instructor’s Resource Center ( www
.pearsoned.ca/highered ). The text authors—Jason Childs and Apostolos Serletis—prepared 
the solutions to the end-of-chapter review questions and problems.  

  Two Test Item Files 
 This edition is accompanied by two Test Item Files. Each Test Item File includes 2,000 class-
tested multiple-choice, true/false, short-answer, and graphing questions. The first Test Item 
File will be available upon publication of the text; the second Test Item File of 2,000 ques-
tions will be added a year following publication in order to incorporate market feedback 
and to provide a fresh and updated store of questions. There are questions to support each 
key feature in the book. The Test Item Files are available in print and for download from 
the Instructor’s Resource Center ( www.pearsonhighered.com/hubbard ). Test questions are 
annotated with the following information: 

•  Difficulty:   1 for straight recall, 2 for some analysis, 3 for complex analysis  
•  Type:   multiple-choice, true/false, short-answer, essay  

   • Topic:   the term or concept the question supports  
   • Learning outcome     

• AACSB   (see description that follows)  
• Page number     
• Special feature in the main book:   chapter-opening business example, Economics in 

Your Life, Solved Problem, Making the Connection, Don’t Let This Happen to You, and An 
Inside Look    
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  The Association to Advance Collegiate Schools of Business (AACSB) 
 The Test Item File author has connected select questions to the general knowledge and skill 
guidelines found in the AACSB Assurance of Learning Standards.  

  TestGen 
 The computerized TestGen package allows instructors to customize, save, and generate 
classroom tests. The test program permits instructors to edit, add, or delete questions 
from the Test Item Files; analyze test results; and organize a database of tests and student 
results. This software allows for extensive flexibility and ease of use. It provides many 
options for organizing and displaying tests, along with search and sort features. The software 
and the Test Item Files can be downloaded from the Instructor’s Resource Center ( www
.pearsonhighered.com/hubbard ).  

  PowerPoint Lecture Presentation 
 Two sets of PowerPoint slides are available: 

 1.   A comprehensive set of animated PowerPoint slides can be used by instructors for class 
presentations or by students for lecture preview or review. These animated slides include 
all the graphs, tables, and equations in the textbook.  

 2.   A second set of PowerPoint slides without animations is available for those who prefer a 
more streamlined presentation for class use.    

  CourseSmart for Instructors 
 CourseSmart goes beyond traditional expectations—providing instant, online access to 
the textbooks and course materials you need at a lower cost for students. And even as 
students save money, you can save time and hassle with a digital eTextbook that allows 
you to search for the most relevant content at the very moment you need it. Whether 
it’s evaluating textbooks or creating lecture notes to help students with difficult concepts, 
CourseSmart can make life a little easier. See how when you visit  www.coursesmart.com
/instructors .  

  Learning Solution Consultants 
 Pearson’s Technology Specialists work with faculty and campus course designers to 
ensure that Pearson technology products, assessment tools, and online course materials 
are tailored to meet your specific needs. This highly qualified team is dedicated to helping 
students take full advantage of a wide range of educational resources by assisting in the integra-
tion of a variety of instructional materials and media formats. Your local Pearson Canada sales 
representative can provide you with more details about this service program.  

  Pearson Custom Library 
 For enrollments of at least 25 students, you can create your own textbook by choosing the 
chapters that best suit your own course needs. To begin building your custom text, visit 
 www.pearsoncustomlibrary.com . You may also work with a dedicated Pearson Custom edi-
tor to create your ideal text—publishing your own original content or mixing and matching 
Pearson content. Contact your local Pearson Representative to get started.   
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 The guidance and recommendations of the following instructors helped us develop our plans 
for the first Canadian edition and the supplements package. While we could not incorporate 
every suggestion from every reviewer, we do thank each and every one of you and acknow-
ledge that your feedback was indispensable in developing this text. We greatly appreciate 
your assistance in making this the best text it could be; you have helped teach a whole new 
generation of students about the exciting world of economics. We also wish to acknowledge 
Michael Leonard and his fine contributions to the Canadian research and examples in this 
volume. 
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  David Gray, University of Ottawa  
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 We greatly appreciate the efforts of the Pearson team. Managing Editor Claudine O’Donnell’s 
energy and direction made this first Canadian edition possible. Developmental Editor Mary 
Wat and Project Manager Rachel Thompson worked tirelessly to ensure that this text was 
as good as it could be. We are grateful for the energy and creativity of marketing manager 
Leigh-Anne Graham. Karen Townsend and Imee Salumbides ably managed the extensive 
MyLab and supplement package that accompanies the book. Anthony Leung and Jerilyn 
Bockorick turned our manuscript pages into a beautiful published book. We received excel-
lent research assistance from Mike Sherar and Michael Leonard. We thank copy editor Lau-
rel Sparrow and proofreader Cat Haggert for their careful copy editing and proofreading.   
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