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The Classic Text is Still the Best!
Economics remains the leading text for AP Macroeconomics 
and AP Microeconomics courses. The authors’ 40 years 
of teaching success is reflected in the clear treatment of 
economics concepts, balanced coverage, and patient 
explanations. Streamlined to focus on AP content with easy 
visual cues to separate microeconomic and macroeconomic 
coverage, this new AP Edition is fully aligned to the new  
course Frameworks. A new test prep module includes  
exam tips, unit reviews, and practice exams.

Streamlined AP Focus
Robust, fully aligned AP resources including AP part and 
chapter introductions, AP-style test practice, AP quick review 
sections and complete practice exams focus the learning on  
AP curriculum all year long.

• Graphing practice, and additional graphing exercises and 
support provide multiple application opportunities.

• AP Edition eBook and a SmartBook® adaptive reading 
experience deliver anywhere, anytime learning.

• Refreshed illustrations and enhanced learning aids provide 
students with more accessible ways to approach instruction.

• An AP Teacher Manual, available in print and online, 
includes a Pacing Guide, AP course and Exam information, 
suggested activities, AP-focused instructional strategies,  
and a sample syllabus.

AP®, Advanced Placement®, and Advanced Placement Program® are trademarks registered by the College Board, which was not involved in the production of, and does not endorse, these products. 

More information see other side.

Dynamic Digital Resources
• An interactive eBook and assignable, adaptive Smartbook® 

with practice and assessments that support the core text.

• Unit Reviews aligned to the AP Frameworks.

• AP chapter and key concept overviews include teaching 
strategies, AP suggested assignments, benchmarks, and 
pacing guides.

• Full Practice Exams reflecting the content and format of the 
actual AP Exams.
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 CHAPTER FOCUS
In Chapter 15, we focused on the wages and sala ries paid by firms to hire labor. Here our atten tion 
is focused on the rent, interest, and profit paid by firms to obtain, respectively, land, capital, and 
entrepreneurship. Our analysis will provide an swers to numerous practical questions, including: 
 How do land prices and land rents get estab lished, and why do they differ from property to 
property? For example, why do 20 acres of land in the middle of the Nevada desert sell for 
$5,000 while 20 acres along The Strip in Las Vegas com mand $500 million? 
 What determines interest rates and causes them to change? For instance, why were inter-
est rates on 3-month bank certificates of deposit 4.32 percent in October 2008, 0.13 percent 
in April 2015, and 2.69 percent in December 2018? How does interest compound over time, 
and how does that compounding relate to the so-called present value and future value of a 
particular sum of money? 
 What are the sources of profits and losses, and why do they vary? For example, why did 
Walmart, currently the world’s largest retailer, earn profits of nearly $32 billion in 2018 while 
Sears, formerly the world’s largest retailer, went bankrupt after a decades-long decline?

>>  LEARNING OBJECTIVES

 LO16.1 Explain economic rent and how it is determined.

 LO16.2 Define interest and explain why interest rates vary.

 LO16.3 Explain the loanable funds theory of interest rates.

 LO16.4 Relate interest rates to the time-value of money.

 LO16.5 Explain the role of interest rates in allocating capital, modulating R&D 
spending, and determining the economy’s total output.

 LO16.6 Explain why economic profits occur and how profits and losses allocate 
resources.

 LO16.7 List the share of U.S. earnings received by each of the factors of production.

Rent, Interest,  
and Profit

CHAPTER 

16

 Economic Rent
To most people, “rent” means the money paid for the use of an apartment, house, or room in a 
residence hall. Economists use “rent” in a much narrower sense. Economic rent is any payment in 
excess of the economic cost (opportunity cost) needed to bring a resource into production or to 
obtain output from a producer. When the owner of a factor of production or the seller of output 
receives a payment in excess of the opportunity cost of producing that factor or output, the excess 
is economic rent.

> > LO16.1 Explain  
economic rent and how  
it is determined.

economic rent Any payment 
to a resource provider or 
seller of output in excess of 
the economic cost (opportu-
nity cost) of providing that 
resource or output.
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More Personalized. More Productive. More Prepared.
SmartBook® delivers personalized, adaptive learning tailored to 
each student’s individual needs by pinpointing knowledge gaps and 
focusing instruction on the concepts that require additional study. 
Teachers can assign a specific chapter, topic, or concept and access 
advanced reporting features that track individual and class progress 
with actionable insights to inform instruction.

Access to the Online Student Edition includes access to the ebook, a SmartBook adaptive ebook, interactivities and tutorials. Teacher online access 
includes ebook, SmartBook, PowerPoint presentations, assignable activities, AP test banks, AP Teacher Manual, Gradebook, and more.
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