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PREFACE

This book is the result of dissatisfaction with existing macroeconomics textbooks. Good as
many of these are, they concentrate too much on the closed economy. At the same time,
macroeconomics is often discussed in the abstract as if the institutional framework does not
matter. Since much of macroeconomics is concerned with the short and medium terms of
open economies, it appears to me that it is essential to deal with the open aspects of
macroeconomics throughout the text and not leave it to the final few chapters. Further-
more, institutions do matter, particularly in the short and medium terms. 1 thus decided to
write a book which dealt with theory, policy and institutions.

I discussed my dissatisfaction with existing works with Edward Elgar, formerly of
Wheatsheaf. The same view had been expressed by a number of academics around the UK.
Edward Elgar was accordingly keen to see such a book written. At this time I was switching
from teaching microeconomics to macroeconomics. I had already been teaching a specialist
course in international monetary economics at the University of Stirling, and the time was
opportune to bring ‘openness’ to macroeconomics. Having, however, decided to embark on
this project, I was aware that different academics have different needs; and thus Wheatsheaf
conducted a small questionnaire in order to establish what macroeconomists would wish to
see in an intermediate macroeconomics textbook. I wish to thank all those individuals who
responded to this questionnaire.

Besides covering macroeconomics from an open perspective, the book has a number of
other objectives. First, it is concerned largely with the UK economy. In other words,
macroeconomics is discussed within the context of the UK economy. This is especially true
of Part 11, which is concerned with policy and Part III which is concerned with problems
specific to the UK. In this respect there is a great deal of factual material supplied about the
UK economy. This is deliberate. 1 find it very disheartening to hear undergraduates (and
postgraduates) expounding on recent theories and yet having no idea about the magnitudes
of basic economic indicators and parameters. This is even more true of institutions. The
macroeconomy does not operate in a vacuum. Although it is desirable to have universal
theories, it is most unlikely that economics will ever achieve these. I suspect that anything
coming close to such a possibility will be a most uninteresting theory. Certainly, when it
comes to policy discussion, it i1s impossible to consider such theories without referring to a
particular economy and to a particular point in time.

The multiple aims of the book have made it quite long. Because of the desire to cover
theory, policy and institutions it has been necessary to make choices and compromises
throughout, the most obvious of which is the brevity of the theory in Part I. Linked to this is
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the choice of integration of theory and policy being left until Parts I1 and III. A student can
only apply a theory once the theory is known. At the same time, it is almost impossible in
macroeconomics to illustrate just one theory or one macroeconomic concept. In explaining
the real world a number of macroeconomic ideas are usually required at the same time.
Thus, Part I should be seen as setting down the bare essentials of macroeconomics in order
to take up the discussion of policy later. Further theory will, therefore, be found in Parts I1
and I1I-although Part Il in particular is referred to as ‘policy’.

This book has taken almost four years to write, and in that time the material has been
written on three different microcomputers using two different word processors. A variety of
programmes have been used, such as spreadsheets, equation solvers, graphics packages and
a variety of other statistical packages. I am grateful to all concerned for helping me, not only
in the writing of this book, but also in becoming computer literate in the process.

I would like to thank my colleagues, past and present, who have helped me at various
stages, especially Mick Common and Paul Hare for comments on early material. Thanks
are due to Paul Hudson, Wolverhampton Polytechnic, who also read some of the early
material. I would especially like to thank Alex Rebmann who read the whole manuscript
and provided the most detailed comments I have ever received. Teaching invariably shows
up weaknesses, and so I would like to thank all those students who have undertaken my
courses in macroeconomics and international monetary economics and have forced me to
clarify aspects of open economy macroeconomics. I would iike to express my sincere thanks
to my wife, Anne Thomson, for her understanding and patience during the writing of this
book, especially in the final stages. At an emotionally weak moment she supplied a much
needed encouragement. Finally, I would like to thank Sheila Shepherd for the excellent job
of copy-editing; also thanks to Tony and, most especially, Margaret Thomson for their help
in checking the proofs.

R. Shone
January 1989
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