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Preface

The twentieth century witnessed a
spectacular change in the living stan-
dards of most of the world, particularly
those in the affluent countries of North
America, Western Europe, and East Asia.
People are asking, Will the twenty-first century
repeat the successes of the last century? Will the
affluence of the few spread to the many in poor
countries? Or will the horsemen of the apocalypse— ()
famine, war, and disease—continue to grip Africa
and perhaps even spread more widely? To a large
extent, the answers to these questions depend
mainly on the economic successes of countries—in
education, in investment, in foreign trade, and in
health care.
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The Growing Role of Markets
Over the past quarter-century, both attitudes and
economic institutions have changed dramatically.
Dozens of countries have rejected socialist and col-
lectivist approaches and adopted market systems.
Strong economic growth has been experienced in
countries as diverse as Ireland, Botswana, and the
Philippines. At no time in recorded history have so
many enjoyed such a sustained period of economic
growth as they have during the past half-century.

You might think that prosperity would lead to a
declining interest in economic affairs, but paradoxi-
cally an understanding of the enduring truths of eco-
nomics has become even more vital in the affairs of
people and nations. The United States grappled with @
slow growth in living standards; yet over the last
decade productivity growth has rebounded so
sharply that the nation has combined rapid output
growth with declining employment.

In the larger scene, the world has become
increasingly interconnected as computers and
communications create an ever-more-competitive
global marketplace. Developing countries like
China, India, and Russia—three giants that relied
heavily on central planning until recently—need a
firm understanding of the institutions of a market
economy if they are to attain the living standards of
the affluent. At the same time, there is growing
concern about international environmental prob-
lems and the need to forge agreements to preserve
our precious natural heritage. All these fascinating
changes are part of the modern drama that we call
economics.
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ECONOMICS Reborn

For more than half a century, this
book has served as the standard-bearer
for the teaching of introductory econom-
ics in classrooms in America and throughout
the world. Each new edition distills the best

thinking of economists about how markets func-

tion and about what society can do to improve peo-
ple’s living standards. But economics has changed
profoundly since the first edition of this text ap-
peared in 1948. And because economics is above all a
living and evolving organism, Economics is born anew
each edition as the authors have the exciting oppor-
tunity to present the latest thinking of modern econ-
omists and to show how the subject can contribute to
a more prosperous world.

Our task then is this: We want to present a clear,
accurate, and interesting introduction to the princi-
ples of modern economics and to the institutions of
the American and world economies. Our primary
goal is to survey economics, and in doing this we em-
phasize the basic economic principles that will en-
dure beyond today’s headlines.

(25t ) % 18 kR
THE EIGHTEENTH EDITION

Economics is a dynamic science—changing to reflect
the shifting trends in economic affairs, in the envi-
ronment, in the world economy, and in society at
large. As economics and the world around it evolve,
so does this book. These seven features differentiate
this edition from other books:

®

I.The Core Truths of Economics. Often, economics
appears to be an endless procession of new puzzles,
problems, and dilemmas. But as experienced teach-
ers have learned, there are a few basic concepts that
underpin all of economics. Once these basic con-
cepts have been mastered, learning is much quicker
and more enjoyable. We have therefore chosen to focus on
the central core of economics—on those enduring truths
that will be just as important in the twenty-first century as
they were in the twentieth. Microeconomic concepts
such as scarcity, efficiency, the gains from specializa-
tion, and the principle of comparative advantage will
be crucial concepts as long as scarcity itself exists.
Moreover, students of macroeconomics must receive
afirm grounding in the concepts of aggregate supply
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