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Preface

The stature of economics has grown in the recent past. There are, | believe, two
major reasons for this. First, people have come to realize that economics plays an
important role in their lives. Recession, inflation, the exchange value of the dollar,
the savings rate, taxes, mergers, business starts, the budget and trade deficits, all
matter. They touch lives, they affect dreams.

Second, economists have developed better tools and more refined methods of
analysis; they have extended their analytical apparatus beyond the traditional con-
fines of the science into such areas as sociology, law, political science, biology,
and more. There have been peaks and valleys along the way, but mostly economics
has performed well.

The challenge for the economics textbook writer today is to convey to students
all that has occurred and is occurring in economics in a way that is understandable,
exciting, and meaningful. Specifically, | believe the principles book should accom-
plish three goals: (1) Introduce the student to the facts, concepts, and analytic meth-
ods of economics. (2) Use the tools of economics to give the students a better handle
on their world. (3) Push the frontier of the students’ world outward. | have tried my
best to meet all three goals in this book in a way that allows students to experience
some of the richness, subtlety, and power of economics.

This book is organized into four sections. Section | discusses the key concepts and
tools in economics. Two of the four chapters are devoted to supply-and-demand
analysis. On completion of this section, the student should have a solid understanding
of the economic way of thinking.

Section Il deals with the rich world of macroeconomics. The organization follows
a logical sequence, beginning with macroeconomic fundamentals, moving to frame-
works, then to theories and problems, and ending with policies. The goal has been
to present the major macroeconomic schools in an objective light, focusing on both
their theoretical and empirical successes and failures and engaging the student in
the continuing, fascinating debate that characterizes this field of inquiry.

Section 1ll engages the theoretical underpinnings of economics, microeconomic
theory. | have tried to be rigorous in developing microeconomic tools and generous
with applications, knowing that it is the constant back and forth between theory and
applications that gives the student an appreciation of the explanatory and predictive
power of economics.

Section IV contains generous quantities of both micro- and macroanalysis applied
to the world economy. Here | have used economic analysis to try to unravel the
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mysteries of international economic events, and to show students how these events,
far removed in space from their home, city, state, or nation, can nevertheless sharply

affect their world.

To motivate the student and make the learning experience more interesting and
fulfilling, this book contains the following pedagogical features:

Introduction. The chapter introduction was designed to capture the student’s at-
tention and to pique his or her curiosity.

What This Chapter Is About. This feature serves as a road map for the chapter,
noting the topics that will be discussed and in what order.

Key Questions to Keep in Mind as You Read. Each chapter begins with key ques-
tions that focus the student’s attention on what is important in the chapter.

Interspersed Questions and Answers. Throughout each chapter are questions that
students may ask as they are reading. Each question is then answered by the author.
The question-answer format allows students to have their questions answered as
they arise and to play a more active role in the learning process. This is a unique
feature of this book.

Margin Definitions. Key words are printed in boldface and defined in the margins
as well as in the text.

Glossary. All margin definitions are listed alphabetically in the glossary at the end
of the book.

Economics In Our Times. This is one of the two applications features in the book.
Economics In Our Times applications focus on current, exciting topics that are of
particular interest to students.

Theory in Practice. Theory in Practice applications go beyond the student’s world
and immediate interests and apply economic theory in areas of special importance
to professional economists. The mix of Theory and Practice and Economics In Our
Times is designed to both deal with and extend the student’s interests.

Interviews. Twenth-three well-known economists were interviewed expressly for
this book on topics that the student will be familiar with, having read the material
in the chapter in which an interview appears. Not only do the interviews provide
the student with insights into the thinking of some of our most respected contem-
porary economists but also in many cases they give a glimpse of these persons’
experiences and personalities. The economists interviewed include Paul A. Samu-
elson, George Stigler, Robert Solow, James Buchanan, Alice M. Rivlin, Karl Brunner,
George Akerlof, Robert Barro, Walter Heller, Thomas Sargent, Richard Musgrave,
Allan Meltzer, Hyman Minsky, Arthur Laffer, Lester Thurow, Murray Rothbard, John
Kenneth Galbraith, Gary Becker, William Baumol, Harold Demsetz, Robert Lek-
achman, Gordon Tullock, and Murray Weidenbaum.
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Biographies. Biographical sketches of famous economists are used in this book to
convey to the student some of the rich history of economics in more personal terms.

Summary. Summary points at the end of each chapter are categorized according
to topic heading.

Questions to Answer and Discuss. End-of-chapter questions are based on the ma-
terial discussed in the chapter and are answered in the instructor’s manual.

Diagrams are an integral part of the economic way of thinking, and as all economics
instructors know, the sooner and more comfortably students begin to “think dia-
grammatically,” the better. A personal objective has been to write a book that
contains clear, colorful, complete-captioned diagrams that draw the student into
them. To this end, each diagram in this book has been carefully crafted to mix color,
content, and substance in a way that conveys the central message of the piece at a
glance, while subtly informing the student “why’’ and ““how’’ economists use dia-
grams.

This book is accompanied by a complete teaching and learning package. The Study
Guide was principally written by Thomas Wyrick (Southwest Missouri State Uni-
versity). Each chapter explains, reviews, and tests the student on important facts,
concepts, and diagrams found in corresponding chapters in this book. Chapter parts
include an introduction to and purpose of the chapter, a review of concepts from
earlier chapters, a fill-in-the-blank review of concepts to be learned, and problems
and exercises. | wrote the self-test that ends each chapter.

The Instructor’s Manual was written by Keith A. Rowley (Baylor University) and
offers detailed lecture assistance for this book. Chapter parts include an overview
of each text chapter, a list of chapter objectives, a list of key terms, a detailed chapter
outline with lecture notes, and answers to end-of-chapter questions.

Twenty Enrichment Lectures with accompanying transparencies are included in
the supplement package. The lectures are on current topics of high interest to in-
structors and students alike. The lectures were prepared by Keith A. Rowley (Baylor
University) and Thomas Wyrick (Southwest Missouri State University).

Dale Boisso (Southwest Missouri State University), Terry Ridgway (University of
Nevada, Las Vegas) and | prepared the Test Bank. There are an average of 90
questions per chapter, 75 multiple-choice and 15 true-false. Each set of chapter
questions tests the student’s knowledge of definitions, facts, diagrams, concepts,
theory, policy, and applications. The test bank is available on Westest Microcom-
puter Testing Service, which allows instructors to select or randomly generate test
questions.

Audio Cassette Tapes provide students with a chapter by chapter review of major
economic concepts. The tape scripts were written by Keith A. Rowley (Baylor Uni-
versity).

Software Tutorials for both macroeconomics and microeconomics are available.
Each tutorial contains 10 modules that explain and test a student on the key theory
issues discussed in this book.

Transparencies. The supplement package includes transparencies of key exhibits
featured in the text and in the 20 enrichment lectures. There are 100 transparencies
in total.
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Suggested Course Outlines

This book is intended for the two-semester sequence in macroeconomics and micro-
economics that is taught at colleges and universities. The book is available in a
combined macro-micro hardbound volume and two paperback split versions, titled
Macroeconomics and Microeconomics. The combined macro-micro hardbound vol-
ume can be used for a one-semester course that covers both macroeconomics and
microeconomics. The suggested outlines (listed below) for one-semester, one-quarter,
and combined macro-micro courses reflect the author’s preferences only. Instructors
may want to design courses with different emphases.

B Suggested One-Semester and One-Quarter Course Outlines

MACRO MICRO COMBINED
CHAPTERS EMPHASIS EMPHASIS MACRO-MICRO
1 What Economics |s About o e o 0 o o
2 Fundamentais of Economic Thinking ° o 0 .
3 Supply, Demand, and Price: Theory o @ o @ o o
4 Supply, Demand, and Price: Applications o 0
5 Macroeconomic Issues .
6 Macroeconomic Measurements o o
7 Money and Banking o o o o
8 The Federal Reserve System e o T )
9 The Income-Expenditure and MV-PQ L) .
Frameworks
10 The Aggregate Demand-Aggregate Supply L) T )
Framework
11 From Classical to Keynesian Theory o o o @
12 Monetarism o o .
13 infiation L) ° 0
14 Unemployment o 0 o @
15 The Phillips Curve and Expectations Theory: L ) T )
The Story of Modern Macroeconomics
16 Business Cycles: Adjustment Paths and L)
Causes
17 Fiscal Policy e o s 0
18 Monetary Policy o o o 0
19 Budget Deficits and the National Debt .
20 The Logic of Consumer Choice °
21 Elasticity o 0 o o
22 The Firm .
23 Production and Costs o o o 0
24 Perfect Competition o e e o
25 Monopoly o @ LI ]
26 Monopolistic Competition and Oligopoly o o
27 Factor Markets: With Emphasis on the Labor o 0 L)
Market
28 Wages, Unions, and Labor .
29 Interest, Rent, and Profit o
30 Agriculture: Problems and Policies o o .
31 The Distribution of income and Poverty L) .
32 Antitrust, Business Regulation, and o o .
Deregulation
33 Market Failure: Externalities and Public Goods o o .
34 Public Choice: Economic Theory Applied to . .
Politics
35 International Trade . o o o
36 International Finance o o
37 International Impacts on the Macroeconomy e o
38 Economic Growth and Development .
39 Alternatives to Mixed Capitalism ° . ]

XXXi

o0One-Semester Course ®0ne-Quarter Course
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