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Introduction

This book is an introductory macroeconomics text that addresses itself to
the major economic challenges and opportunities facing Canada today and
the policy choices for governments in dealing with these issues. It is not ori-
ented toward rigorous, abstract, or elegant economic theory, nor to a math-
ematical approach to economics — students of introductory economics
neither want nor need these. Rather, its approach tends to be practical and
pragmatic, introducing theory not for its own sake so much as to contribute
to an understanding of the issues being discussed.

The text is ideally suited for a student’s first course in macroeconomics
and has been used in this role at the secondary school, community college,
and university levels. For the fifth edition, this book and its companion book
are being published in separate volumes only and not in the combined text
as was done in the previous edition.

New to This Edition

For this edition, the subject matter of the book has been extensively reorga-
nized to reflect Canada’s changing economic circumstances. In particular,
the topics of inflation and government deficits and debt have been repositioned
toward the end of the book where they are not as prominent as key current
issues. Rather, these topics serve as important background material for
understanding the policies adopted in recent years by the federal govern-
ment and the Bank of Canada with respect to inflation and fiscal policy in
the globalized economic environment of our times. Another aspect of the
reorganization is the relocation of the chapter on Money and Banking to
earlier in the text, so as to integrate it more effectively with coverage of the
demand side of the economy and the problem of economic instability.

For this fifth edition, the “boxes” that became increasingly prominent
over previous editions have been rationalized and organized into three
types: margin boxes, which add interesting facts not covered in the text, “In
the News” boxes, and “You Decide” boxes. The latter two types of boxes
present a situation and ask questions for students to answer. They can then
turn to Appendix 1 at the back of the book for the correct answers, creating
an opportunity for interactive learning. These boxes can also be used for in-
class discussions, in addition to the questions at the end of each chapter.
Finally, Appendix 2, which directs you to economics information from a
variety of sources on the Internet, has been added.

Xvii



Xviii

Preface

The overall intended result of these changes is a text that is not only
more current, but that also has fewer chapters and flows more effectively
— in short, a book that is more concise, better integrated, and more inter-
active.

Features

According to both students and teachers, a major feature of this book is its
readability, which helps considerably in the learning and teaching of a sub-
ject that has an (undeserved) reputation of being rather formidable. Other
aspects of the text include:

e Organization The material is organized in a manner that students
find logical and easy to follow.

¢ Flexibility The reduced number of chapters fits well into most
schools’ programs — if time is short, chapters 12 and 14 can be omit-
ted, bringing the number of chapters covered down to twelve. In
addition, the material in Chapter 13 on inflation and government
deficits and debt can be covered as a separate chapter or integrated
into earlier sections of the text.

¢ Interactiveness The boxes described above, together with the dis-
cussion questions at the end of each chapter and the Study Guide,
provide extensive opportunities for students to interact with the
material, both in groups and on their own.

Organization

For the main body of the book, the reorganization has created a more
focused and cleanly-flowing presentation of macroeconomics. Following
the introductory material in the first two chapters, the supply side of the
economy is presented, followed by the demand side, providing a structured
overview of the economy on a macroeconomic scale at an earlier point in
the text. Money and banking are then covered, expanding on the coverage
of the demand side and providing a link to the major topic of economic
instability in Chapter 6. In the next chapter, fiscal policy and the monetary
policy used to stabilize the economy are covered, followed by a chapter on
the realities that limit what can be achieved by these policies in the
Canadian context.

Chapter 9 introduces international trade and the World Trade
Organization, followed by a chapter on Canadian trade policy, with empha-
sis on the impact that the globalization of the world economy has had on
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Canada and Canadian trade policy, including the North American Free
Trade Agreement. The next two chapters cover exchange rates and the
international monetary system.

Chapter 13 presents two major lessons that Canada has learned through
hard experience — the dangers of inflation and of excessive government
budget deficits and debt, and the problems that these have caused for
Canada. This material serves as background to both the economic problems
that characterized much of the 1990’s and the government policy directions
that are outlined in the next chapter. For this edition, the material on the
“Great Inflation” of the 1970’s that was covered in the appendices to
Chapters 28 and 29 in previous editions has been relocated to the
Instructor’s Solutions Manual, where it can be used as background materi-
al. Finally, Chapter 14 summarizes Canada’s economic position and govern-
ment policy directions for the future with respect to trade, monetary policy,
fiscal policy, and the improvement of productivity.

Supplements

The following supplements are available for this text:
e Instructor’s Solutions Manual with Video Guide
e CBC/Prentice Hall Canada Video Library

e Test [tem File

e Prentice Hall Custom Test

e Transparency Masters

e Study Guide
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