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In 1977, the first edition of this text opened with these words:

Our aim in writing this book has been to explain how modern macroeconomics is used
in understanding important economic issues, and to help the reader analyze macroeco-
nomic problems for her or himself.... The book is policy- and issue-oriented.

These words remain true today. But both the economy and the study of econom-
ics have changed in 20 years. This new edition reflects those changes. Indeed, about
40 percent of the material in this edition is new or has been revised in the 4 years since
the sixth edition. What has remained constant is the authors’ conviction that the best
textbook is one written with an abiding respect for both student and instructor. We have
not shied away from difficult materl, although we emphasize straightforward expla-
nation. Further, where scientific questions about the economy remain unsettled, we
state so frankly. At the same time, we are clear about which channel is occupied by
the mainstream of the profession.

We have taken the position that the best teaching reflects the instructor’s own
scholarship, interests, and research and that a textbook must facilitate this. While the
text is organized around our own quite strongly held views as to what is impottant, we
have also provided numerous points of departure for deeper exploration of particular
topics. While we doubt that anyone will follow all these branches, we hope everyone
will explore one or more.

This seventh edition differs from its predecessors in two important ways. First,
we have given far greater emphasis to the long-run behavior of the economy than we
did in previous editions. This emphasis is reflected in the greatly expanded coverage
of economic growth and in an extended discussion of the intergenerational aspects of
budget deficits and of social security. Second, we have, in keeping with our respect for
student and instructor, included more material exploring state-of-the-art research than
is customary in undergraduate texts. At the same time, we have reduced the book’s
level of difficulty by emphasizing concepts over technique. We have also changed the
text in two more subtle ways: by adding many more international examples and by pro-
viding many more illustrations based on real-world data. These changes are in response
to the increasing need for taking a global perspective and to students’ desire to have
ideas and concepts confirmed by real data.

Our book is used today not only in the United States but around the world, in
many languages and far more countries, from Canada to Argentia to Australia; all over
Europe; in India, Indonesia and Japan; from China and Albania to Russia. Even before




xviii

PREFACE

the Czech Republic gained independence from communism, an underground transla-
tion was secretly used in macroeconomics seminars at Charles University in Prague.
There is no greater pleasure for teachers and textbook authors than to see their efforts
succeed so concretely around the world.

PLANS OF ATTACK

We provide here several alternative paths through the book to fit a variety of course
goals and student needs. We think the best plan is to begin at the beginning and work
through the entire book (which is why, of course, we organized the material the way
we did), but there are a number of approaches that can be taken to give a different em-
phasis or simply to reduce the breadth of material covered:

+ An Overview Course: The course can be shortened substantially by omitting the
chapters that focus on the microeconomic detail beneath macroeconomic theory.
Omit Chapters 8 and 13 through 17. In the United States, you might also choose to
omit Chapters 12 and 21, on international interdependence, and perhaps Chapter 4,
on growth and policy.

» A Traditional Aggregate Demand—Oriented Course: Chapters 3 and 4, on growth,
can be moved to the end of the course. Chapter 18, on stabilization policy, can be
moved up in front of Chapter 13. Omit most of Chapter 8, with the possible ex-
ception of the material on New Keynesian economics.

» A “Supply-Side” Course: The IS-LM material in Chapters 9 through 11 can be
deemphasized. Greater emphasis might be given to the discussion of hyperinflations
in Chapter 19. For students ready for challenging material, explore Chapter 8’s sec-
tions on the random walk of GDP and on real business cycles.

» A Business School Course: Omit Chapter 8. Emphasize Chapters 16 and 17 on the
Fed and on financial markets.

Throughout the book, we have labeled some material “optional” and some even
“superoptional.” This material is technically difficult. Many of the optional sections
will be fun for students who enjoy a technical challenge, but the instructor should spec-
ify clearly which of these sections are required and which are truly optional.
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SUPPLEMENTARY MATERIAL

An Instructor’s Manual and Test Bank to accompany the text have been prepared by
Professor Juergen Fleck of Hollins College. The Instructor’s Manual has been sub-
stantially updated and includes chapter summaries, learning objectives, solutions to the
end-of-chapter problems, and many additional problems (and their solutions) that can
be used for class discussion, homework assignments, or examination questions. The
Test Bank has been expanded and now includes more than 750 questions.

The Study Guide, by Jessica Rutledge of the University of Washington-Seattle,
that accompanies the text has again been revised and brought up to date. It.contains a
wide range of questions, starting from the very easy and progressing in each chapter
to material that will challenge the more advanced student. The Study Guide is a great
help in studying, particularly since active learning is so important in mastering new
material.

Learning can be made more active yet with the help of the software program PC-
Macroeconomics, developed by Professors F. Gerard Adams of the University of Penn-
sylvania and Eugene Kroch of Villanova University. It is available with the text as well
as separately. The program follows the sequencing in the text and patiently builds the
analytical framework by using empirical data that allow students to understand macro-
economics in a step-by-step integration of text, data, and graphics. Students can either
view the analysis in a demonstration mode, choose to interact within the parameters
set in the program, or change the parameters as desired. There is also a “Policy Game”
that gives students meaningful experience in analyzing various policy options. PC-
Macroeconomics is a standard Windows application and is entirely self-explanatory.

Rudiger Dornbusch
Stanley Fischer
Richard Startz
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