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To The Economics Educator

The separation of topics into macroeconomics and microeconomics, which has facilitated teaching, is
becoming strained. . . . More and more, macroeconomic problems seem to stem, at least in part,

from microeconomic causes.

This book covers the landscape found in typical
one-term introductory economics textbooks.
(Which implies, at the outset, that your use of this
book will permit you to continue to present the
bulk of what you have been teaching.) Yet, it is
markedly different in organization. I have asked
myself what I believe to be crucial questions con-
cerning the teaching of introductory economics
and have found that existing texts do not provide
satisfactory answers. These questions fall into
two sets:

1. Why don’t economics texts give students a
unified picture of reality? How can we assist
students in seeing that the many seemingly
disparate problems and *‘economic’’ issues of
continuing concern to society can be orga-
nized by economics into a coherent perspec-
tive, a perspective that transforms confusion
and apparent differences into an integrated,
unified view of the world around them?

2. What, after all, are the ultimate objectives of
economics? What unique contributions can it
make to help students better understand the
world around them? How can students prac-
tice what they learn in examining issues that
confront them daily?

The Problem

In essence, the fundamental problem is that stu-
dents have not been provided a unified structure
with which to examine reality. More often than
not, students who complete an introductory
course have learned bits and pieces, but seem to
be unable to place them all into perspective,

It is true that, structurally, the majority of texts
today rely on the macro-micro distinction (with
‘‘miscellaneous’” topics added on). Admittedly,

Thomas M. Carroll, Microeconomic Theory, 1983

this quite valid and useful distinction is more inte-
grative than the text formats generally used be-
fore the 1940s in this country, but it has some
unfortunate implications. The main problem is
that this convenient organizational device has
gradually been transformed into a hard-and-fast
way-of structuring students’ thinking about eco-
nomic issues. To paraphrase McLuhan, the su-
perstructure has become the message. Unfortu-
nately, the message is an artificial one. The
results of this subtle transformation include:

1. An undue and misleading emphasis on the
dichotomy between the two points of view.

2. A certain awkwardness in bridging the gap
between the micro and macro portions of tex-
tual material, accompanied by apologies and
caveats regarding the micro foundations of
macroeconomics.

3. The institutionalization of the macro-micro
distinction in the form of the two-term sched-
uling sequence, and a proliferation of “‘micro-
macro’’ paperback ‘splits.”” At course enroll-
ment time, students at many institutions are
told that it doesn’t matter which of the two is
taken first. The message is that the gap
between the two is so complete that they are,
in effect, separate subjects.

4. The placement of topics not strictly ‘*macro’’
or “‘micro’’ in various remaining sections of
introductory textbooks. Thus we find separate
chapters, that appear to have been tacked onto
the body of the textbook, focusing on *‘urban
economic issues,”” ‘‘international trade,”’” or
“‘economic growth.’’” What is the serious stu-

dent to make of all this?
Students come away from an introductory eco-
nomics course thinking that any problem may be
categorized as either macro or micro. Not only is



this unfortunate view too crude, it also misleads
students into thinking that this is how economists
approach problems. The analytical distinction be-
tween partial and aggregate equilibrium is an
important but by no means the only important dis-
tinction in economic analysis. It certainly isn’t an
all-encompassing one. Surely we can do better
than this.

A potential alternative pedagogical device,
namely, the ‘‘fundamental questions which every
economic system must answer,”’ is often placed
in an early chapter of introductory texts, but
promptly dies on the vine. The familiar what-
how-for whom trilogy originally consisted of five
distinct functions in Frank Knight's The Eco-
nomic Organization (1951). Yet, if these are so
fundamental, why do most texts treat them briefly
at the outset, and then return to them only briefly,
if at all, in succeeding chapters? The * ‘fundamen-
tal questions’” framework has the potential of
enabling authors to unify the topics treated in
their texts, but the potential is not realized. (The
framework of this book, as explained below,
incorporates these fundamental questions in a
way that shows explicitly how they relate to one
another.)

I believe a more cohesive setting is needed
within which to teach economic concepts and the-
ories. Such an organizational structure should in-
corporate, not discard, macro and microeconomic
topics and methodologies, and incorporate the
scarcity questions faced by every society.

The Solution

Ideally, the setting or structure of the course
should make clear the connections not only
among economic problems but also among eco-
nomic theories developed to explain them. A
truly effective structure would enable students to
perceive and understand clearly the interrelation-
ships among major topics, theories, and problems
treated by economic analysis. Rather than empha-
sizing subdivisions of our discipline, an intro-
ductory textbook should provide students with a

unified, integrated world view, a perspective
enabling them to appraise the economic nature of
any problem. Upon reading or hearing of a par-
ticular news event, students should be able to say:
““This topic is essentially one of (growth, alloca-
tive efficiency, equity, etc.) and concepts such as
(investment, saving, comparative advantage,
marginal cost, etc.) are relevant to helping me to
understand and analyze it.”’

What I am proposing, therefore, is an introduc-
tory text that presents a comprehensive and inte-
grated view of economic life by using a unifying
theme that comes from the very essence of eco-
nomics itself rather than one imposed from out-
side. The economic way of thinking is shown to
flow from this central theme and is used repeat-
edly in examples and cases throughout the text to
demonstrate to students that this simple but pow-
erful approach is a means available to them for
making sense out of the economic issues of the
day.

The book begins with the central problem of
economics: how should society organize itself in
order to satisfy human wants with limited means?
Of course, most texts should and do begin with a
discussion of the fundamental problem of scar-
city. This starting point for economic theory is
based firmly in the real world. Unfortunately,
most textbooks promptly and inexplicably shift
the focus to economics as a science rather than
continuing an examination of real economic life
and its implications. It is as if Physics I focused
students’ attention on the nature of the science of
physics rather than on the nature of the physical
world! Economists are apparently just as prone as
other academicians to write for one another.
While such a practice is eminently appropriate in
our upper level courses and graduate programs,
so that young scholars may acquire the style and
vocabulary of the professional, it is not appropri-
ate for introductory forums in which we commu-
nicate with the layman for the first time.

The idea behind this book, then, is to maintain
the focus on scarcity by showing how society as
well as individuals can and do respond to the



not only serve as means of explaining how
societies can improve their economic wellbe-
ing, but also serve as the analytical criteria
for appraising policy.

8. Economic growth is introduced early, in
Chapter 3, because of its importance as the
primary means of raising living standards in
many nations during the past 200 years, be-
cause it provides a logical setting for intro-
ducing the concepts of saving and invest-
ment, and because it allows instructors to
introduce in an integrated way current inter-
national issues such as Third World external
debt, multinationals, and the brain drain.

9. Important concepts actually used by profes-
sional economists, such as ‘‘allocdtive effi-
ciency,”” are clearly explained in non-
technical terms. and reinforced by numerous
illustrations for students at the introductory
level.

10. Instructors have the opportunity to treat, if
they wish, the alternative of reducing expec-
tations and wants. Chapter 19 points out the
unpopularity of this approach to scarcity and
explores the difficulties associated with at-
tempts to carry out this strategy as national
policy.

Supplements

- Accompanying this text are useful supplements to
aid in the effective teaching of introductory eco-
nomics. The Study Guide, authored by J. Eric
Fredland, provides a closely-correlated compan-
ion to the text. In it, students have the opportunity
of applying the text’s tools of analysis, answering
short-answer essays, and testing themselves on
the important ideas developed in each chapter.
Students also may practice what they’ve learned
by self-testing themselves with the short-answer
and multiple-option test items included in the
Study Guide.

The Instructor’s Manual/Test Bank is a com-
prehensive tool designed to assist both the novice
and experienced instructor. Each chapter in the
Manual portion contains an overview of the cor-
responding text chapter as well as an outline of
the major topics and ideas. In addition, it pro-
vides suggestions for motivating student interest
in the chapter, and shows how each chapter is
related to other chapters in the text. The Manual
portion also contains sample answers and com-
ments on the textbook’s end-of-chapter review
questions and provides the instructor with addi-
tional review questions for use in classroom dis-
cussions and on examinations. The Test Bank
portion contains multiple-choice and true-false
test items that are keyed to the material presented
in each chapter. Most of the several hundred
multiple-choice items have been modified as a
result of their being class-tested numerous times.
The Test Bank is available on perforated paper for
cutting and pasting in preparing exams.

Transparency Masters for use with overhead
projectors are available for all important Exhibits
found in the text.
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problem. Thus, economic theory is presented em-
bedded within a framework that explores the pos-
sible options for dealing with scarcity. | then
show that there is hope for society, by presenting
the possible options available to any society for
dealing with scarcity. There are three non-mutu-
ally exclusive options which comprise the key
integrating feature of the text.

The first option is the expansion of society’s
capabilities to meet human wants. Thus, eco-
nomic growth is presented early in the text as a
viable, historical alternative in dealing with scar-
city. It is in this context that the meaning of eco-
nomic cost (first introduced in Chapter 1 and used
again and again throughout the book) is given its
first majer reinforcement. The **options for soci-
ety”’ framework enables the topics of growth and
technological change to be integrated into the
overall unified scheme of the text instead of being
“*added on’’ elsewhere in the text.

The second option available to society is im-
proving the way in which currently available
resources are used to meet society’s wants. In
other words, efficiency and equity become the
integrating focus of a good deal of the text. The
discussion is divided into three major sections:
allocative efficiency, distributional equity, and
aggregate efficiency. It should be noted that the
subject matter in these areas is neither new nor
unique to my text. All texts have micro and macro
sections, as indicated above, and most texts con-
tain some discussion of distribution.

The third option consists of constraining ex-
pectations. Though this alternative is not widely
accepted in the Western world, the text treatment
shows how it is related to the scarcity problem.
Many students are, at the very least, intrigued by
alternative lifestyles, idealistic social theories,
and the philosophical criticisms of materialism.
Rather than convey to them, as most current texts
do, that economics has nothing to say about these
lively issues, one chapter in the text addresses
“‘small is beautiful,”” the conservation move-
ment, the rejection of materialism, the philoso-
phy of Thoreau, and other related topics. I believe

that it is the responsibility of economics educators
to show students how these ‘‘ethical’” and **non-
economic’’ positions relate to the scarcity prob-
lem faced by society.

Key Features of the Text

1. The unifying framework consists of the three
options for dealing with scarcity, integrating
the treatment of growth, changes in life-
styles, and traditional economizing con-
cepts. The schema is comprehensive.

2. All important economic theories and analyti-
cal techniques are introduced by grounding
them in a concern for the real-world prob-
lems of dealing with scarcity. Topics are not
introduced in a shopping-list fashion.

3. The topics of efficiency and equity are part
of the cohesive scheme of the text- Students
are thus able to clearly see that what are typ-
ically labeled micro, macro, and distribution
are really aspects of society’s attempts at
improving how resources are utilized.

4. Allocative and aggregate efficiency are pre-
sented as different yet complementary ways
of dealing with scarcity. The organization of
the book reveals that the two objectives are
related to the broader goal of making better
use of available capacity.

5. Economic goals such as growth, higher pro-
ductivity, lower inflation, balanced trade,
and many others are shown to be means of
achieving a higher standard of living, not
ends in themselves.

6. One of the most important things economic
educators can impart to beginning students is
a ‘‘way of thinking’’ that is uniquely eco-
nomic. As ideas are developed, correspond-
ing specific “‘tools of analysis’’ are identi-
fied and highlighted throughout the text.

7. Focusing primarily on allocative efficiency,
equity, and aggregate efficiency provides
students with a framework for evaluating
public policy issues. Efficiency and equity



To The Student

This book is designed to improve your under-
standing of the world around you. It provides a
framework that ties things together in a meaning-
ful way. I hope you find that the organization of
the book not only helps you understand current
issues of the day, but also provides you with a
sense of how various seemingly unconnected top-
ics relate to one another and fit into a larger, uni-
fied view of reality.

Format

The book is structured around three major inte-
grating themes. In order to satisfy human wants
with limited means, people have three options:

. expand resource capabilities (called economic
growth);

2. improve resource use (which has three as-
pects: improve aggregate efficiency, alloca-
tive efficiency, and distributional equity);
and

3. constrain our expectations (simplify life).

The first option is discussed in Unit A, which
comprises three chapters. Chapter 1 presents
some important economic concepts that are used
throughout the rest of the text. Chapter 2 intro-
duces you to the measurement of the economic
performance and progress of any economy. In
Chapter 3, economic growth is examined.

The second option takes up most of the book.
Units B, C, and D are devoted to efficiency and
equity questions as they relate to various subjects.
Unit B is devoted entirely to allocative efficiency.
Chapters 4 through 9 address this topic, how it is
defined, measured, and evaluated. Chapters 5, 6,
and 7 are very important since they provide you
with a solid overview of the market system. In
Chapter 8, shortcomings of the system are dis-
- cussed. And in Chapter 9, we examine various
policies that may be used to deal with these short-
comings.

Unit C focuses on distributional equity. Chap-

ter 10 defines the meaning of this relatively con-
troversial term. Chapter 11 presents data on fam-
ily incomes in the U.S. In Chapter 12, the work-
ings of labor markets are examined. Finally,
Chapter 13 explains private and government pol-
icies aimed at improving distributional equity.

Unit D treats the topic of aggregate efficiency.
Its definition and measurement are presented in
Chapter 14. Chapters 15 through 18 develop and
analyze some simple economic models of the
economy’s aggregate performance. Chapter 18
brings you up to date concerning supply-side eco-
nomics.

The third option is developed in Chapter 19,
the single chapter that makes up Unit E. This con-
cluding chapter examines the possibility of reduc-
ing our expectations and wants in order to reduce
the pressures of limited resources.

This structure is intended to help you place into
perspective a rich variety of topics that would
otherwise appear unconnected and confusing.
(Though you may not now know the meaning of
many of the terms above, by the completion of
your course of study you should be quite familiar
with them.)

Tools of Analysis

In addition to the comprehensive framework,
each chapter of the book contains “‘tools of anal-
ysis’’ that provide you with useful guidelines to
analyze policy questions. Should tariffs be raised
on imported automobiles? Should interstate
trucking rates be deregulated further? Should
wage and prices be controlled by the federal gov-
ernment?

You will encounter tools of analysis either pre-
ceding or following a discussion of matters to
which they pertain. Sometimes they will be pre-
sented in the form of an economic rule or princi-
ple. Other times you will be given a set of key
questions that you can use in examining a policy
question. It is hoped that they will help you think
clearly about current issues and that you will
make use of them long after completing your for-
mal study of economics.
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