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Foreword

“You teach economics?’’ asks the alumnus at the college reunion. I answer
affirmatively, even proudly, but I know what the next sentence is going to
be: It was my worst subject—!I hated it.”

Indeed, he or she hated it, learned nothing, and joined the army of eco-
nomic illiterates. Was this necessary? Probably not. The old grad took a
course that was taught as the first step toward a Ph.D. For some students,
that can be very useful. Most students, particularly vocationally oriented
students, however, need a course that enables them to grasp the basic ele-
ments of economics and relate them to their world.

Professor Slavin has written a text that fulfills such a need. In the lan-
guage of computer programs, the book is user friendly. The student is led
gently into each topic. Each step is carefully explained in prose that is ac-
cessible. The landmines that so often destroy student interest are cleared
away—how to draw a diagram, what the concept of the margin is, even how
to calculate a percentage. Yes, Virginia, there are college students who have
deep-rooted problems with simple math or even arithmetic. Such students
are capable of learning complex concepts if the explanations are made clear
enough.

Although the book’s emphasis is on basics, the coverage is complete.
The student who has mastered this book is prepared for more advanced
work. Indeed, the book’s style and innovative pedagogy will enable such a
student to retain more of the subject, instead of forgetting the bulk of it
after the final exam.

I am happy to see this book on the market. It is an excellent teaching
tool. And that is what textbooks are supposed to be all about.

Bruno Stein
Professor of Economics
New York University
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Pretace

Nearly 20 years ago, while still a graduate student, I got a part-time job
helping to ghostwrite an introductory text for a major publisher. I asked my
editor why so many economics texts were ghostwritten. She smiled and
said, “Economists can’t write.” This makes me the exception that proves
the rule.

Economics can be a rather intimidating subject, with its extensive vo-
cabulary, complicated graphs, and quantitative tendencies. Is it possible to
write a principles text that lowers the student’s anxiety level without water-
ing down the subject matter? To do this, one would need to be an extremely
good writer, have extensive teaching experience, and have solid academic
training in economics. In this case, two out of three is just not good enough.

To the Student

What have you heard about economics? That it’s dull, it’s hard, it’s full of
undecipherable equations and incomprehensible graphs? If you were to read
virtually any of the introductory economics textbooks, that’s exactly what
you would find.

Why is this book different from all other books? For starters, this is the
first economics book that is reader friendly. While you're reading, I'll be
right there with you, illustrating various points with anecdotes and asking
you to work out numerical problems as we go along.

Are you a little shaky about the math? Your worries are over. If you can
add, subtract, multiply, and divide (I'll even let you use a calculator), you
can do the math in this book.

How do you feel about graphs? Do you think they look like those ultra-
modernistic paintings that even the artists can’t explain? You can relax. No
graph in this book has more than four lines, and by the time you're through,
yowll be drawing your own graphs.

Unlike virtually every other economics text, this one includes a built-in
workbook. Even if your professor does not assign the questions at the end of
each chapter, I urge you to answer them because they provide an excellent
review.

I can’t guarantee an A in this course, but whether you are taking it to
fulfill a college requirement or are planning to be an economics major, you
will find that economics is neither dull nor all that hard.

To the Instructor

Why did I write this book? Probably my moment of decision arrived about
nine years ago when I mentioned to my macro class that Kemp-Roth cut the
top personal income tax bracket from 70 percent to 50 percent. Then I
asked, “If you were rich, by what percentage were your taxes cut?”

The class sat there in complete silence. Most of the students stared at-
the blackboard, waiting for me to work out the answer. I told them to work
it out themselves. I waited. And [ waited. Finally, someone said, “Twenty
percent?”

vii
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Preface

““Close,”” 1 replied, ‘‘but no cigar.”

“Fourteen percent?’’ someone else ventured.

“No, you’re getting colder.”

After waiting another two or three minutes, [ saw one student with her
hand up. One student knew that the answer was 29 percent—one student in
a class of 30.

When do they teach students how to do percentage changes? In high
school? In junior high or middle school? Surely not in a college economics
course.

How much of your time do you spend going over simple arithmetic and
algebra? How much time do you spend going over simple graphs? Wouldn’t
you rather be spending that time discussing economics?

Now you'll be able to do just that, because all the arithmetic and simple
algebra that you normally spend time explaining are covered very methodi-
cally in this book. All you'll need to do is tell your students which pages to
look at.

In the micro chapters, there are scores of tables and graphs for the stu-
dents to plot on their own; the solutions are shown in the book. This will
cut down on the amount of time you’ll need to spend putting these prob-
lems on the board.

As an economics instructor these last 25 years at such fabled institu-
tions as Brooklyn College, New York Institute of Technology, St. Francis
College {Brooklyn), and Union County College, I have used a variety of
texts. But each of their authors assumed a mathematical background that
the majority of my students did not have. Each also assumed that his graphs
and tables were comprehensible to the average student.

The biggest problem we have with just about any book we assign is that
many of our students don’t bother to read it before coming to class. Until
now, no one has ever written a principles text in plain English. I can’t prom-
ise that every one of your students will do the readings you assign, but at
least they won’t be able to complain anymore about not understanding the -
book.

Changes in the Second Edition

We’ve added two chapters and split International Trade and Finance into
two chapters (30 and 31). The new chapters are Economic Growth and Pro-
ductivity (16) and Income Distribution and Poverty (29). We've also tried to
straighten out all the kinks that inevitably crop up in first editions of prin-
ciples texts. There are more current applications, particularly with respect
to our deteriorating international competitive position. Wherever possible,
suggestions by the book’s users have been incorporated, but the organiza-
tion, format, and writing style remain the same.

Acknowledgments
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I'd also like to thank Paula Buschman, the project editor; Jess Ramirez,
the copyeditor; and Randy Haubner, who worked on promoting Introduction
to Economics, 2nd edition.

Finally, I want to thank Professor Bruno Stein (New York University)
and Professor Elaine Wrong (Montclair State College) for their helpful sug-
gestions with the manuscript.

Stephen L. Slavin



Contents

1 What Is Economics All About, How Do
We Use This Book, and Why Is This Book
Different from All Other Introductory
Economics Textbooks? 1

2 Resource Utilization 3
Economics Defined 3
The Three Questions of Economics 4
The Central Fact of Economics: Scarcity 5
Scarcity and the Need to Economize 5
The Economic Problem 6
The Four Economic Resources 6
Opportunity Lost 7
Full Employment and Full Production 8
The Production Possibilities Frontier 11
Economic Growth 13
The Law of Diminishing Returns 16
Chapter 2 Appendix: The Law of Increasing

Costs 23

3 Supply and Demand 29
Demand 29
Supply 30

Equilibrium 31
Changes in Demand and Supply 33
Applications of Supply and Demand 34

4 The Mixed Economy 41

The Invisible Hand, the Price Mechanism, and
Perfect Competition 41

The Invisible Hand 42

The Price System 43

Competition 43

The Circular Flow Model 44

The Economic Role of Government 46

Capital 46

Specialization and Its Consequences 48

Specialization and Exchange 48

Specialization and Alienation 49

The “Isms'’: Capitalism, Fascism,
Communism, and Socialism 50

The Decline and Fall of the Communist
System 52

5 Gross National Product 59

What Is Gross National Product? 59

How GNP Is Measured 60

A. The Expenditures Approach 61

B. Flow-of-Income Approach 63

Two Things to Avoid When Compiling
GNP 67

A. Multiple Counting 67

B. Treatment of Transfer Payments 68

GNP versus Real GNP 68

Per Capita Real GNP 72

Shortcomings of GNP as a Measure of
National Economic Well-Being 74

A. Production That Is Excluded 74

B. Treatment of Leisure Time 75

C. Human Costs and Benefits 76

D. What Goes into GNP¢{ 77

The Last Word on GNP 78

The Consumption Sector 83

Consumption 83

Saving 84

Average Propensity to Consume (APC) 84

Average Propensity to Save {APS) 85

Marginal Propensity to Consume (MPC] 86

Marginal Propensity to Save (MPS) 87

Graphing the Consumption Function 88

The Saving Function 91

What the Consumer Buys 94

The Determinants of Consumption 95

Disposable Income 95

Credit Availability 95

Stock of Liquid Assets in the Hands of
Consumers 96

Stock of Consumer Durables in the Hands of
Consumers 96

Keeping Up with the Joneses 96

Consumer Expectations 97

The Permanent Income Hypothesis 97

The Determinants of Saving 98

Why Do We Spend So Much and Save So
Little? 99



} 4

7 The Business-Investment Center

/  Contents

105

Proprietorships, Partnerships, and
Corporations 105

The Proprietorship 105

The Partnership 105

The Corporation 106

Stocks and Bonds 107

Investment 107

Gross Investment versus Net
Investment 109

Building Capital 111

The Determinants of the Level of
Investment 113

(1) The Sales Outlook 113

(2) Capacity Utilization Rate

(3) The Interest Rate 114

(4) The Expected Rate of Profit 114

Why Do Firms Really Invest! 116

What Accounts for Our Low Rate of
Investment? 116

Graphing the C + [ Line 116

The Summing Up of Investment

113

118

The Government Sector 123

Introduction: The Growing Economic Role of
Government 123

Part I: Government Spending 124

Federal Government Spending 124

State and Local Government Spending

Government Purchases versus Transfer
Payments 128

What Do We Want the Government to
Do!? 128

Part II: Taxes 129

The Average Tax Rate and the Marginal Tax
Rate 129

Types of Taxes

127

132

Sources of Federal Revenue 135
Sources of State and Local Revenue 140
The State and Local Fiscal Dilemma 140

Comparisons of Taxes in the United States
and Other Countries 141

Two Principles of Taxation: Ability to Pay
versus Benefits Received — 142

Part III: The Economic Role of
Government 143

(1) Redistribution of Income

(2) Stabilization 143

{3) Economic Regulation

(4) Conclusion 145

Part IV: A Summing Up: C + [ + G +

X, 145
Graphing the C + I + G Line

143

144

145

10

Graphing the C + [ + G + X, Line 146

Summary of GNP Components 147

Economic Fluctuations, Unemployment,

and Inflation 153

Part I: A Brief History of the American
Economy since World War1 153

1920 to 1945 153

1945 to 1970 154

1970 to the Present 155

Part II: Economic Fluctuations 156

Is There a Business Cyclet 156

Cycle Turning Points: Peaks and
Troughs 156

The Conventional Three-Phase Business
Cycle 157

Business Cycle Theories

Endogenous Theories 158

Exogenous Theories 160

Business Cycle Forecasting

Analytic Forecasts 160

Barometric Forecasts 161

The GNP Gap 162

Part III: Unemployment

The Problern 163

How the Unemployment Rate Is
Computed 164

Types of Unemployment

Part IV: Inflation 169

The Post-World War 11 History of
Inflation 170

The Construction of the Consumer Price
Index 172

Anticipated and Unanticipated
Inflation 173

Theories of the Causes of Inflation

Inflation as a Psychological Process

Creeping and Hyperinflation 177

Conclusion 178

158

160

163

167

175
177

Equilibrium GNP: Aggregate Demand

Equals Aggregate Supply 185

Part I: The Classical Economic
System 185

Supply and Demand Revisited 187

The Classical Equilibrium: Aggregate
Demand Equals Aggregate Supply
The Aggregate Demand Curve 189

The Long-Run Aggregate Supply

189

Curve 192
The Short-Run Aggregate Supply
Curve 193

Part II: The Keynesian Critique of the
Classical System 195



11

12

Part III: The Keynesian System 198

The Keynesian Aggregate Expenditure
Model 198

Disequilibrium and Equilibrium 200

(1) Aggregate Demand Exceeds Aggregate
Supply 200

(2) Aggregate Supply Exceeds Aggregate
Demand 201

(3) Summary: How Equilibrium Is
Attained 201

Keynesian Policy Prescriptions 202

Fiscal Policy and the National

Debt 209

Putting Fiscal Policy into Perspective

Part I: The Deflationary Gap and the
Inflationary Gap 210

The Deflationary Gap 210

The Inflationary Gap 211

Part II: The Multiplier and Its
Applications 212

The Multiplier 212

Applications of the Multiplier 214

Part IIl: 'The Deficit Dilemma 217

Deficits, Surpluses, and the National
Budget 218

Deficits and Surpluses: The Record 218

Why Are Large Deficits So Bad! 220

Will We Ever Be Able to Balance the
Budget! 221

Part IV: Fiscal Policy 222

The Automatic Stabilizers — 222

Discretionary Fiscal Policy 226

The Proposed Balanced Budget
Amendment 228

The Full-Employment Budget 229

The Crowding-QOut and Crowding-In
Effects 230

Concluding Word on Fiscal Policy

Part V: The Public Debt 232

209

232

Money and Banking 241
Part I: Money 241

The Three Jobs of Money
Our Money Supply 243
M1, M2, and M3 244
Our Growing Money Supply 246
The Equation of Exchange 247
The Quantity Theory of Money
The Demand for Money 250
The Demand Schedule for Money
The Liquidity Trap 254
Determination of the Interest Rate

241

248

253

254

13

14

Contents / xi

Part II: Banking 257

A Short History of Banking

The Federal Deposit Insurance
Corporation 261

The Savings and Loan Debacle 262

Branch Banking and Bank Chartering

The Creation and Destruction of
Money 265

The Creation of Money

The Destruction of Money

Limits to Deposit Creation

257

264

265
266
266

The Federal Reserve and Monetary
Policy 273
The Federal Reserve System 273
The Federal Reserve District Banks
The Board of Governors 274
Independence of the Board of
Governors 275
Legal Reserve Requirements 275
Primary and Secondary Reserves
Deposit Expansion 277
How Deposit Expansion Works
The Deposit Expansion Multiplier
Three Modifications of the Deposit
Expansion Multiplier 279
The Tools of Monetary Policy 281
How Open-Market QOperations Work
The Federal Open-Market Committee
Discount Rate Changes 284
Changing Reserve Requirements
Summary: The Tools of Monetary
Policy 285
The Fed’s Effectiveness in Fighting Inflation
and Recession 286
The Depository Institutions Deregulation and
Monetary Control Act of 1980 286
Fiscal and Monetary Policies Should
Mesh 289

274

277

277
278

281
281

285

Twentieth-Century Economic
Theory 295

Classical Economics 295
Keynesian Economics 297
The Monetarist School 299

The Importance of the Rate of Monetary
Growth 299

The Basic Propositions of Monetarism
The Monetary Rule 302
The Decline of Monetarism
Supply-Side Economics 303
The Work Effect 303

300

302



xii

15

16

/ Contents

The Saving and Investment Effect 303

The Elimination of Productive Market
Exchanges 304

The Laffer Curve 304

Rational Expectations Theory

Conclusion 308

306

Chapter 14 Appendix: The Great Debate: The

Keynesians versus the Monetarists 315
Preliminary Debate 315
Round One: How Stable Is VI 315
Velocity and Changes in the Money
Supply 315
How Stable Is Velocity in the Short
Run! 316

Round Two: The Transmission

Mechanism 318
Introduction 318
The Keynesian View 319
The Monetarist View 320

Comparison of Keynesian and Monetarist

Transmission Mechanisms 321
Who Is Right! 321
Round Three: Monetary Policy 322
Fighting Recessions 322
Fighting Inflations 323

Round Four: A Question of Timing 324
The Lags 324

Fiscal Policy Lags 324

Monetary Policy Lags 325

Fiscal versus Monetary Policy: A Summing
Up 326

A Guide to Macropolicy 331
Fighting Recessions 331
Conventional Fiscal Policy 331

Conventional Monetary Policy 331
Two Policy Dilemmas 332
Fighting Inflation 332
Conventional Fiscal Policy 332
Conventional Monetary Policy = 332

Fighting Inflationary Recessions: Two More
Policy Dilemmas 332
Incomes Policies: An Alternate

Approach 333
Wage and Price Controls 333
Tax-Based Incomes Policies 333

Attaining a Satisfactory Rate of Economic
Growth 334

The Limits of Macropolicy

Conclusion 335

334

Economic Growth and

Productivity 339

The Industrial Revolution and American
Economic Development 339

17

18

The Economic Growth of the United
States 340

Why Is Our Productivity Increasing So
Slowly? 342

Qur Low Savings Rate 343

Our Low Rate of Investment 346

The Declining Quality and Quantity of
Labor 347

Other Factors Affecting Our Rate of
Growth 350

Economic Growth in the Less Developed
Countries 352

Demand 361

Demand Defined 361

Individual Demand and Market
Demand 361

Changes in Demand 362

What Causes Changes in Demand? 367

The Elasticity of Demand 368
Elasticity 371
The Meaning of Elasticity 371

Elasticity and Total Revenue 377
Determinants of the Degree of Elasticity of
Demand 378
Advertising 380

Utility 381

What Is Utility!?

Marginal Utility 381

Total Utility 382

Maximizing Utility = 382

Getting Your Priorities Straight at Burger
King: A Summary of Utility 383

381

Consumer Surplus 385
Supply 393
Supply Defined 393

Individual Supply and Market Supply

Changes in Supply 394
Elasticity of Supply 397
Costs 398

Fixed Costs 398
Variable Costs 399
Total Cost 399
Marginal Cost 400

The Short Run 400

The Long Run 401

The Shutdown Decision 401

Chapter 18 Appendix: Ceilings, Floors, and
Tax Burdens 408

Price Ceilings and Price Floors

Tax Incidence 410

408

394



19

20

21

22

Supply in the Short Run and the Long
Run 415

Average Cost 415

Average Fixed Cost 415
Average Variable Cost 416
Average Total Cast 417

Graphing the AFC, AVC, ATC, and MC
Curves 418

Revenue and Profit 421

Total Revenue and Marginal Revenue

Profit Maximization and Loss
Minimization 423

The Short-Run and Long-Run Supply
Curves 429

Derivation of Firm’s Short-Run Supply
Curve 429

A Summing Up 431

The Long-Run Planning Envelope
Curve 433

The Market Supply

421

437

Perfect Competition 443

Definition of Perfect Competition

The Perfect Competitor’s Demand
Curve 444

The Short Run 446

The Long Run 449

Economic and Accounting Profits

Efficiency 452

Decreasing, Constant, and Increasing Cost
Industries 452

Decreasing Costs and the Breakdown of

443

451

Perfect Competition 453
Monopoly 459
Monopoly Defined 459

The Graph of the Monopolist 459

Calculating the Monopolist’s Profit

Review of the Monopolist’s Economic
Analysis 465

The Monopolist in the Short Run and the
Long Run 467

Demand and Supply under Monopoly

Barriers to Entry 468

Limits to Monopoly Power 470

Economies of Scale and Natural
Monopoly 471

Why Is Bigness Bad?

Two Policy Alternatives

Conclusion 475

462

468

472
474

Monopolistic Competition 481

Monopolistic Competition Defined 481

23

24

25

26

Contents xiii

The Monopolistic Competitor in the Short
Run 481

The Monopolistic Competitor in the Long
Run 484

Product Differentiation 485

The Typical Monopolistic Competitor

Price Discrimination 486

Is the Monopolistic Competitor
Inefficient! 488

485

Oligopoly 495

Oligopoly Defined 495

Concentration Ratios 496

The Competitive Spectrum 497

Oligopoly without Collusion: The Kinked
Demand Curve 502

Administered Prices 509

Corporate Mergers and Antitrust 515

A Historical Perspective on Corporate
Concentration 515

Antitrust 516

The Political Background

The Sherman Antitrust Act

The Clayton Act 518

The Federal Trade Commission Act
(1914) 519

Modern Antitrust 519

Partial Breakdown of the Rule of
Reason 519

The 60 Percent Rule 520
The Celler-Kefauver Antimerger Act
Types of Mergers 520

Horizontal Mergers 520

Vertical Mergers 521
Conglomerate Mergers
Recent Mergers 523
How Effective Is Antitrust?
The Trend toward Bigness

516
516

520

522

523
524

The Four Types of Competition: A
Review 533
Perfect Competition
Monopoly 535
Monopolistic Competition
Oligopoly 537
Summary Tables

533
535

538

Demand in the Factor Market
Derived Demand 545
Productivity 546

Prices of Substitute Resources
Marginal Revenue Product

545

546
547



Xiv

27

28

!/ Contents

Graphing the MRP 550

The MRP of the Imperfect Competitor

Changes in Resource Demand 555

Changes in Resource Demand versus
Changes in Quantity of Resource
Demanded 555

The Four Reasons for Changes in Resource
Demand 556

Optimum Resource Mix for the Firm

552

559

Unions, Labor Markets, and Wage

Rates 565

A Short History of the American Labor
Movement 566

The Early Years 566

Key Labor Legislation 567

The Labor Movement since the New
Deal 569

The Economic Power of the Labor
Unions 571

The Economic Power of Large
Employers 572

Collective Bargaining 573

The Collective Bargaining Agreement

The Strike 576

Have Unions Raised Wages?

The Supply of Labor 578

Noncompeting Groups 578

The Theory of the Dual Labor Market

The Backward-Bending Supply Curve

The Demand for Labor 581

The Marginal Revenue Product
Schedule 581

Nonhomogeneous Jobs 583

Graph of the Demand for Labor 584

The Wage Rate: Supply and Demand

High Wage Rates and Economic Rent

Real Wages and Productivity 586

Should There Be a Minimum Wage

575

578

579
579

584
585

Rate? 587
Rent, Interest, and Profits 597
Rent 597
What Is Land? 597
How Is Rent Determined? 598

Economic Rent 600

Are Prices High Because Rents Are High, or
Are Rents High Because Prices Are
Hight 601

Interest 602

What Is Capital! 602

How Is the Interest Rate Determined?

Determination of the Level of
Investment 602

602

29

30

The Net Productivity of Capital 603
The Capitalization of Assets 604
The Present Value of Future Income
Profits 607

How Are Profits Determined!
How Large Are Profits! 608
Theories of Profit 608
Conclusion 610

606

607

Income Distribution and Poverty 617

Part I: Income Distribution in the United
States 617

The Poor, the Middle Class, and the
Rich 617

Distribution of Wealth in the United
States 620

Distribution of Income: Equity and
Efficiency 622

What Determines Income
Distribution? 623

Differences in Wages and Salaries

Property Income 626

Income from Government Transfer
Payments 626

Part II: Poverty in America

Poverty Defined 627

Who Are the Poor? 629

The Main Government Transfer
Programs 632

Theories of the Causes of Poverty

The Poor Are Lazy 633

The Heritage of Slavery 634

Employment Discrimination

Black Male Joblessness 634

Poverty Breeds Poverty 635

Inadequate Human Capital 636

The Conservative Theory of Poverty

The Liberal Theory of Poverty 637

Solutions 637

The Negative Income Tax

The Conservative Solution

Workfare 640

Conclusion 641

624

627

633

634

636

637
640

International Trade 647

Part I: The Theory of International
Trade 648

Specialization and Trade 648

Domestic Exchange Equations

The Terms of Trade 650

Absolute Advantage and Comparative
Advantage 652

The Arguments for Protection

Tariffs or Quotas 658

649

655



31

Conclusion 659

Part II: The Practice of International
Trade 660

Our Imbalance of Trade 660

What Are the Causes of Our Trade
Imbalance: 660

What Can We Do! 665

International Finance 673

Part I: The Mechanics of International
Finance 673

Financing International Trade 674

The Balance of Payments 674

Exchange Rate Systems 676

The Gold Exchange Standard,
1944-1973 677

Contents / xv

How Do Freely Floating (Flexible) Exchange
Rates Work! 680

Part II: The Decline and Fall of the American
Economy 681

From Largest Creditor to Largest
Debtor 681

Warning: Do Not Read beyond This Point If
You Think This Book Has a Happy
Ending 684

Living beyond Our Means 684

Closing Word: Will Foreigners Socon Own
America? 685

Glossary 691
Index 697



CHAPTER

1

What Is Economics All
About, How Do We Use
This Book, and Why Is
This Book Different from
All Other Introductory
Economics Textbooks?

You've just started reading what may be the shortest chapter with the
longest title ever to appear in an introductory economics textbook. Why is
this chapter so short? Mainly because I believe in economizing. What is
economizing? Funny you should ask.

Economics deals with efficiency—getting rid of waste. That’s why this
chapter is so short. In fact, that’s why this entire book—a textbook and
workbook combined—is so short. We've eliminated most of the extraneous
material, the stuff that almost no one reads and virtually no one can under-
stand. What you'll be getting here is 99.44 percent pure introductory
economics. If this book were sold in supermarkets, you‘d find it with the
rest of the no-frills products.

What exactly is economics? Basically, economics is a set of tools that
enables us to use our resources efficiently. The end result is the highest pos-
sible standard of living.

Economics operates on two levels, the macro level and the micro level.
Macroeconomics deals with huge aggregates like national output, employ-
ment, the money supply, bank deposits, and government spending; and how
we can deal with inflation and recession. The first half of this book (through
Chapter 16) is devoted to macroeconomics.

Microeconomics operates on the level of the individual business firm, as
well as that of the individual consumer. How does a firm maximize its prof-
its, and how do consumers maximize their satisfaction? These are the types
of questions answered by microeconomic analysis, which begins with Chap-
ter 17.

This book is very different from every other introductory text in several
ways. Not only is it shorter, but it is much more readable. To paraphrase an
old computer term, it is “reader friendly.” There are plenty of jokes and an-
ecdotes to illustrate points. And you will be able to do the math even if you
are mathphobic.

The format of the book encourages you to read actively rather than pas-
sively. You will be asked to answer questions and do calculations. Then
you'll check your work against the answers.

Whenever you are asked to do any calculations {and we rarely go beyond
eighth grade arithmetic), there will be a section that reviews the math. For
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example, just before we deal with gross national product (Chapter 5), which
is expressed in trillions of dollars, there is a section showing you how to
deal with large numbers. If you happen to be one of those people who
doesn’t know billions from trillions, then this section is for you. But if you
do know your billions and trillions, you can skip this section and go directly
to GNP, collect $200, and roll the dice again.

Actually, I won’t claim that reading this book will be quite as much fun
as playing Monopoly, or that you will get to collect $200 whenever you skip
a section. But you do get to save some money.

This text gives you two books in one: the conventional textbook and
the workbook. Go into any college bookstore and check out the prices. Al-
most every standard textbook/workbook package will cost you over $60, so
you're already economizing. And yet, in the words of the Carpenters’ golden
oldie, “We’ve only just begun.”



