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As in the first two editions, our goal in this third
edition was to write a textbook that will fulfill the
needs of students and instructors concerned with
the well-established as well as the controversial
topics in economics. We believe that a beginning
text should (1) be open-minded and strive to
present the best in all schools of thought especially
where there is disagreement, (2) be thorough and
realistic in the presentation of material that is gen-
erally accepted, (3) be flexible and be oriented to a
broad view in matters such as international trade,
economic development, and comparative eco-
nomic systems, and (4) above all, be as accessible
to introductory economics students as possible.

We believe that the characteristics of our book
are as appropriate in the 1990s as they were in the
1980s. We also believe that they form the founda-
tion for the type of “economic literacy” that will
allow students to understand the applicability of
economic principles beyond the specific applica-
tions in any one topic or any one period of time.

We feel this edition is a substantial enhance-
ment of the previous edition. The changes are not
minor, cosmetic, tune-ups of a few parts. In some
key areas the changes amount to a significant over-
haul.

Preface

MICROECONOMICS

Our material on microeconomics continues to be
thorough, interesting, and timely. In this edition
we have added some important new material. We
have increased our focus on transactions costs, un-
certainty, and the role of information in our discus-
sion of business firm choice. In addition, in analyz-
ing oligopoly, we have added new material on
leveraged buy-outs that have gained so much at-
tention in recent years.

Several new topics appear in our section on
applied microeconomics. Homelessness, panhan-
dling, gender discrimination, and the issues sur-
rounding compulsory labor as a condition for re-
ceipt of government assistance have been added to
our discussion of poverty and income redistribu-
tion. Similarly, our chapter on “International Mi-
croeconomics: Free Trade versus Protection”” now
includes material on administrative protection
(““dirty tricks””) and market-opening strategies that
countries use to combat such actions. These
market-opening strategies are called “‘protection
against protection.” Our chapter on agriculture
goes into greater detail than before on the farm
debt crisis. In that chapter, we also have added a
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discussion of the implications of a drought, such as
the one experienced in 1988, and of the “green-
house effect.”

INTERNATIONAL
ECONOMICS

We have received much praise for our innovative
international coverage and, if emulation is a form
of flattery, we have been amply flattered. Our treat-
ment of international economics is even stronger in
our third edition.

We have added new material on both the
macro and the micro dimensions of international
economics. We present a set of macroeconomic
identities that show the inherent relationships be-
tween the U.S. trade deficit, government budget
deficits, and the relatively low saving rate in the
U.S. economy. In the microeconomics context, we
show that the U.S. trade deficit extends to most of
our trading partners and cannot be blamed solely
on Japanese “‘dirty tricks.”

COMPARATIVE-SYSTEMS
COVERAGE

Gorbachev and perestroika provide new material for
our chapter on comparative economic systems. We
also have new material on ““Taking Japan Seri-
ously,”” showing the Japanese economic system as
a modern version of a corporate society described as
“in the neighborhood of capitalism.” In our chap-
ter on radical economics, we have added new ma-
terial on the present status and future prospects of
the New Left.

TOPICAL ESSAYS

We continue to offer thought-provoking essays at
the close of each of the seven parts of the book.
Three (*) of the seven are new or substantially re-
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vised for the third edition:

e Classical Economics: The Dismal Science?

» Neoclassical Economics: The Complacent Sci-
ence

* Living with Oligopoly
*s ““Fairness’’ in Industrial Relations—and Be-
yond

*e Regulation, Deregulation, Reregulation: The
S&L Case

*e Japanese-American Economic Warfare?
* From Karl Marx to the New Left

These essays lead the student beyond the regular
text material and show a broader perspective to the
subject covered.

“ECONOMICS IN FOCUS”
APPLICATIONS OF
ECONOMIC PRINCIPLES

As an entirely new feature of our third edition, we
close each chapter with a brief, real-world applica-
tion of some topic covered in the chapter. For ex-
ample, following our initial chapter on ‘““What
Economics Is”" the Economics in Focus application
compares contrasting contemporary reports on the
question “Is Socialism Dying?”” In the ‘““Govern-
ment and Taxation’’ chapter, the Economics in Focus
application describes the 1986 tax reforms and
questions the achievement of a simplified tax code.
These new additions to our text put economics “‘in
focus.” They are designed to help the student
bridge the gap between textbook explanations and
real-world applications of economic models.

INSTRUCTIONAL USE
OF COLOR

With a virtually unlimited array of colors available
for our third edition, we have carefully developed a
consistent color-coding system for our art program.
Rather than using color, as do most economics
books, as a decorative or highlighting tool, our



color system promotes the understanding of eco-
nomic concepts and relationships. This is true for
both our graphs and tables.

First, the consistent color-coding system helps
students recognize economic relationships in the
graphs and follow the logic of the analysis. For
example, a particular curve—such as supply, de-
mand, marginal cost, marginal revenue, average
cost, average revenue, and so on—is printed in the
same color every time it appears. When a curve is
shifted, it retains its original color, but with less
intensity.

Second, to further clarify the underlying eco-
nomic meaning, tables are consistently color-coded
to appropriate graphs. We believe that our efforts
result in a dramatic improvement over the art in
other texts because our colors are purposeful. Color
mobilizes an additional dimension of the human
senses and puts it to work in the learning process.

INNOVATIVE
LEARNING AIDS

We, and the people at Houghton Mifflin, have
made concerted efforts to make our text material
ultimately accessible to students. We have retained
the well-received glossary, index, end-of-chapter
summaries, and end-of-chapter discussion ques-
tions (some of them new) from the earlier editions.
We have added two innovative learning aids—easy
reference text notes and key terms at chapter ends.
Therefore, we now offer:

1. Glossary A very thorough glossary that is
both conceptual and descriptive. These defini-
tions are useful reference tools in that they are
more comprehensively written than the key
terms.

2. Index Our index is considered the most
comprehensive listing in the market. As with
previous editions, we have included both con-
ceptual and descriptive entries with much
cross-referencing.

3. Discussion Questions at Chapter Ends
Each chapter concludes with a list of questions
that are useful for classroom discussion or a

student’s individual study. We have purpose-
fully chosen questions that will generate inter-
esting analysis and commentary.

4. Summary at Chapter Ends Summary
statements are listed at the end of each chapter
and are page-referenced to the body of the
text. These statements allow students to
quickly review the most important topics and
concepts in each chapter.

5. Easy Reference Text Notes Throughout
the text, bold-faced ““text notes”” concisely
state the fundamental ideas of the material just
covered. They provide instant reinforcement
for the student as he or she studies the text.
The text notes assure that the preceding mate-
rial is well understood before the student goes
on to the next topic.

6. Key Terms at Chapter Ends Key terms,
carefully defined in the context of the material
of the particular chapter, are listed alphabeti-
cally at the end of each chapter so that the
student can build his or her economics vocab-
ulary as he or she proceeds through the course.
Each key term is page-referenced to where the
topic is defined and discussed in the body of
the text. For reference purposes, the key terms
are repeated with more general definitions in
the glossary at the back of the book.

COMPLETE ANCILLARY
PACKAGE

Our ancillaries are better than ever. They were de-
veloped to make the myriad of economic concepts
more accessible to both instructors and students.
Our computer-assisted interactive learning system
is new. We have multicolor transparencies (some
with overlays) and many new questions in our re-
vised test bank, plus an altogether new test bank.
Here is a list of the ancillaries.

1. Instructor’s Manual Prepared by the text
authors, the instructor’s manual provides, for
each chapter, a schematic outline, teaching
tips about especially important or difficult
points, and condensed answers to the end-of-
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chapter discussion questions. The manual also
includes transparency masters for all the fig-
ures and all the tables in the text.

Study Guide Prepared by Dr. Rose Pfeffer-
baum, Mesa Community College, our study
guide is recognized as one of the best in the
industry. For each chapter, it contains a sum-
mary, a list of learning objectives, review
terms, new terms, completion exercises, prob-
lems and applications, sample true-false ques-
tions, sample multiple-choice questions, and
discussion questions.

. Test Banks With this edition we publish

two complete test banks: SERIES 1 (Chapters
1-40) and SERIES II (Chapters 1-40). In to-
tal, our test banks offer over 5,000 multiple-
choice questions with a significant percentage
of items requiring graphical analysis. Ques-
tions are coded for level of difficulty and type.

Overhead Transparencies We provide
our adopters with over 150 multicolored over-
head transparencies. Fifteen percent of these
overheads are produced as overlays, allowing
instructors to visually demonstrate the dy-
namic nature of economics.

For the Computer

5.

Xii

PC Test Bank Plus All of our test questions
are available free of charge to our adopters, on
computer disk in IBM PC, PS/2 and compati-
bles, and Apple Macintosh format. PC Test
Bank Plus is an innovative test assembly pro-
gram that saves time and assures accuracy. The
program renders precise, pre-programmed
graphs on the computer which eliminates the
need to draw graphs or paste them in place.

In addition to this offering, adopters can
use Houghton Mifflin’s Call-in Test Service for
test generation.

Computerized Tutorial Package New to
this edition is an exciting tutorial program con-
sisting of over 15 modules. Providing students
with a highly interactive environment that
fully utilizes the dynamic capabilities of the
computer, each module reviews the major
concepts in a single chapter and then asks
questions that allow students to change vari-
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ables to interact with appropriate graphs. Stu-
dents are scored at the end of each module. For
questions that they did not answer correctly,
students are referred back to the text discus-
sion via actual page numbers. Available to
adopters for IBM PC, PS/2, and compatible
computers.

7. Computerized Simulation New to this
edition is a highly dynamic simulation pro-
gram consisting of over 15 modules. Each
module asks students to apply their chapter
knowledge to a real-world situation. By as-
suming various jobs that require economic un-
derstanding, students must make economic
decisions and evaluate the consequences. Un-
like most simulation packages, ours is highly
graphical, thereby furthering analytical educa-
tion. In addition, when a student has problems
with a particular decision, they are referred
back to both the text and appropriate tutorial
module. Available to adopters for IBM PC, PS/
2, and compatible computers.

8. Computerized Study Guide With this
edition we offer a brand new computerized
version of the printed Study Guide. When
questions are answered incorrectly, explana-
tions are offered to guide the students to the
correct answer. Available to adopters for IBM
PC, PS/2, and compatible computers.

9. Computerized Instructor’s Handbook
This ancillary includes lecture outlines for each
chapter. Instructors can modify these lecture
files using any commercial word processor to
produce personalized lecture notes, course syl-
labi, or handouts for use in the classroom.
Available to adopters for IBM PC, PS/2, and
Apple Macintosh computers.

THE AUTHORS

Each of us has instructed thousands of students in
elementary economics. We have used many differ-
ent texts, and each of us has taught many parts of
the subject—micro, macro, international, compar-
ative systems, and points between and beyond.



Each of us has his areas of special interest. Also, we
have learned a lot from each other and from the
experience of writing and revising our first two edi-
tions. Therefore, the final product is far less the
work of three individuals than it is the combined
efforts of a team. Each chapter is the result of the
cooperative efforts of all the authors. The result, we
believe, is far superior to what any one of us could
have accomplished alone.
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