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PREFACE

To the text itself, we have made a number of structural changes that make this
edition more flexible and user-friendly. Additionally, the supplements for this edition—
both print and electronic—have been markedly improved. (Please review the “Supple-
mentary Materials” section later in this preface to learn about these exciting new
enhancements.) Important changes to the textbook follow:

D1visiON INTO “CORE”> CHAPTERS AND
“SPECIAL ToPIC” APPLICATIONS

The core chapters found in this edition cover all of the material taught in most princi-
ples courses and they are presented in the usual manner. Examples and data from the
real world are used to reinforce the analysis. In addition, the final part of the text (Ap-
plications and Special Topics), contains a number of short features on high-profile top-
ics. The applications are crisp and clearly focused—about one-third the length of a
chapter. They are designed for coverage in a single class period. These features provide
a solid foundation for discussing important topics such as the stock market, the future
of social security, the impact of unions, welfare reform, natural resources, and environ-
ment protection. Instructors stressing applications may choose to build their course
around Parts 1 and 2, plus the final part, “Applications and Special Topics.” Others may
want to use several of the applications to buttress various points as they progress
through the core material, or they may want to combine the applications and chapters
for the purpose of teaching a survey course. Still others—particularly those teaching
honors classes—may want to use the applications as the focal point for special projects
or classroom debates. The format of this edition provides each instructor with maxi-
mum flexibility. Directly following this preface, you will find some sample course out-
lines with suggestions for the integration of these applications.

A MoORE VisvAL TEXTBOOK

Today’s students read less, but they are better prepared to learn from the superior vi-
sual aides and technologies that we can now offer them. Accordingly, we have reduced
the number of words in this edition by about 10 percent—taking care to not omit im-
portant material or oversimplify the analysis. Illustrative graphics, diagrams, pictures,
cartoons, and other visual aides are frequently used to highlight the content and rein-
force important points. An example of this is the feature on “Facts and Figures of Gov-
ernment” between Chapters 5 and 6. Rather than using 8 to 10 text pages to present
this material as in the last edition, the ninth edition uses graphs and pictures with brief
descriptions to illustrate the major points. You will notice that the part openers in the
text have also been given special treatment. Each is a photo/graphical montage in-
tended to pique the student’s curiosity about the material that follows. You will notice
that the end-of-chapter summary paragraphs have been rewritten into point-by-point
“key topic” lists. The new format helps students immediately recognize the most im-
portant aspects of each chapter, making for easier student review.

MORE SUPPLY AND DEMAND

Following Chapter 3 on supply, demand, and the market process, we have added a new
chapter on applications and extension of the supply and demand model. Instructors tell
us that they are using supply and demand more and more to address topics of interest
to students. This is precisely what Chapter 4 does. Fun topics integrated into this chap-
ter include black markets, illegal drug trade, rent controls, the minimum wage, actual
versus statutory tax incidence, and the Laffer curve.
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THE ROLE OF GOVERNMENT AND COLLECTIVE CHOICE

While Chapters 3 and 4 focus on markets, Chapters 5 and 6 analyze the functions and
operations of government. These two chapters focus on the protective role of govern-
ment, why governments are often involved in the provision of public goods, and how
the political process actually works. This material consolidates four chapters from the
last edition. Regardless of the emphasis placed on the public choice approach, we be-
lieve that Chapters 5 and 6 add an important dimension to an economics course. This
material will enliven a principles course, while enhancing student understanding of the
real world and some of its imperfections. Taken together, the four chapters in Part 2
provide a solid foundation for the topics covered throughout the remainder of the text.

CORE MACRO

As in the past, our approach to macro highlights the role of and interaction among
markets. In this edition, the foreign exchange market is explicitly included in the ini-
tial development of the aggregate demand/aggregate supply model. This approach
makes it easier to visualize both (a) the role of exchange rates in the coordination of
trade and capital flows and (b) the impact of trade and capital flows on the major
macroeconomic markets. Chapter 15 on economic stabilization has been extensively
revised. The importance of economic growth is stressed throughout the macro section.
Chapter 16 focuses on current debates in growth theory while highlighting the impor-
tance of institutions and policies that most economists agree influence growth. Both
inputs (labor and capital) and a positive political environment (secure property rights,
predictable regulatory structure, monetary and price stability, and the openness of an
economy) are stressed as being key to long-term economic growth.

CORE MICRO

Our approach to microeconomics continues to highlight the importance of informa-
tion supplied by markets, competition as a process, and the role of entrepreneurship.
The micro section has been streamlined. The core micro contains only nine chapters,
two fewer than in the last edition. Five of the chapters focus on product markets, three
on resource markets, and one on income differences and poverty. Several of the appli-
cations in the final part of the text—for example, the ones on regulation, unionization,
welfare reform, natural resources, and environment economics—provide supplemen-
tary material for the core micro.

. ORGANIZATIONAL FEATURES

We have employed several organizational features designed to make the presentation
both more interesting and more understandable.

1. Myths of Economics. In a series of boxed articles, commonly held fallacies of eco-
nomic reasoning are dispelled. Each myth is followed by a concise explanation of
why it is incorrect, and each one is presented within a chapter containing closely
related material.

2. Applications and Measures in Economics. The application boxed features apply
economic theory to real-world issues and controversies. The measures explain how
important economic indicators such as the unemployment rate and the index of
leading indicators are assembled.

Vii
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3. Chapter Focus Questions and Closing “Key Point” Summaries. Each chapter be-
gins with several questions that summarize the focus of the chapter. Following the
end of each chapter is a Key Points section that provides the student with a concise
statement of the material (chapter learning objectives). Reviewing the focus ques-
tions and these concise Key Points will help the student better understand the ma-
terial and integrate it into the broader economic picture.

4. Key Terms. The terminology of economics is often confusing to introductory stu-
dents. Key terms are introduced in the text in bold type; simultaneously, each term
is defined in the margin opposite the first reference to the term. A glossary con-
taining the key terms also appears at the end of the book.

5. Critical Analysis. Questions Each chapter concludes with a set of discussion ques-
tions and problems designed to test the student’s ability to analyze economic is-
sues and to apply economic theory to real-world events. Appendix B at the end of
the text contains suggested answers for approximately half of the critical analysis
questions. We think these answers, illustrating the power of economics, will inter-
est students and will help them develop the economic way of thinking.

SUPPLEMENTARY MATERIALS

Wall Street Journal Edition. Instructors can enhance the real-life applications in the
text by ordering The Wall Street Journal Edition of the textbook instead of the regular
textbook. This special edition of the textbook is the same as the standard edition but in-
cludes a discounted 20-week Wall Street Journal subscription for students. Professors
get a free subscription when 10 or more of their students order the Journal. The Wall
Street Journal provides a nice tie-in with the text, since new examples of economic
principles can be found in each day’s paper. Students can activate their subscriptions by
simply completing -and mailing the business reply card found in the back of the book.
Instructors interested in finding out more about this program can contact their sales
representative or simply call 800-782-4479. This option is available for both the hard-
cover version of the book and paperback splits.

COURSEBOOKS

The Coursebooks for this edition were prepared by coauthor Professor Russell Sobel
and are now available not in two, but three versions, covering all three courses: eco-
nomics, microeconomics, and macroeconomics. The Coursebooks are more than
study guides. Each includes numerous multiple-choice, true/false, and discussion
questions permitting students to self-test their knowledge of each chapter. Answers
and short explanations for most questions are provided in the back of the Course-
books. Each chapter also contains problem and project exercises designed to im-
prove the student’s knowledge of the mechanics. A set of short readings chosen to
supplement the classroom teaching of important topics is also included. Like the
textbook, the Coursebooks are designed to help students develop the economic way
of thinking.

ECONACTIVE STUDENT-LEARNING CD ROM

Our new EconActive student-learning CD is html-based and very easy to use. Stu-
dents will navigate through the software as effortlessly as they do a website. The
CD ROM contain chapter-review sections, automatically graded practice quizzes,
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“cyberproblems” that launch to the worldwide web, and more. It also includes inter-
active graphs, and graphing problems where students are required to give the
correct answers by graphing the solutions. They are then given feedback when
they draw the wrong solution. Like the Coursebook, the EconActive CD ROM is de-
signed to help students develop the economic way of thinking within a multimedia
environment.

TEST BANKS

The Test Banks for the ninth edition were prepared by David MacPherson of Florida
State University. The two Test Banks contain approximately 7,000 questions—
multiple-choice and short answer—most of which have been class tested. Within each
chapter, the questions correspond to the major subheadings of the text. The first ten
questions of each chapter are suitable for use as a comprehensive quiz covering the
material of the chapter.

CoMPUTERIZED TEST BANKS

The computerized Test Banks for this edition have been enhanced significantly.
EXAMaster99 includes a more intuitive graphic interface, increased test sizes of up to
500 questions, the capacity to create up to 99 versions of any one test, on-line testing
and grade-book keeping, and many more features. The new software is now available on
CD ROM in Windows and Macintosh formats. A more detailed explanation of the
enhancements of EXAMaster99 can be found at the front of the Instructor’s Manual
accompanying this text.

PoweERPoINT CD-ROM

Prepared by David MacPherson, Chuck Skipton, and James Gwartney, we believe our
PowerPoint presentation is the best you will find in the principles market. The new
package provides chapter-by-chapter lecture notes with fully animated slides of the
textbook’s exhibits. The dynamic slides and accompanying captions make it easy for in-
structors to present (and students to follow) sequential changes. The dynamic graphics
are also used to highlight various relationships among economic variables. In order to
facilitate discussion and interaction, questions designed to help students develop the
economic way of thinking are strategically located throughout each chapter. We have
used the material in our own classes and can assure you that students find this method
of presentation both enjoyable and helpful. As the graphics are built step-by-step, the
accompanying dialogue guides the student through the underlying economic analysis.
Economic principles are developed rather than merely portrayed. This makes it so
much easier to visualize relationships.

Instructions explaining how professors can easily add, delete, and modify
slides in order to tailor-make the presentation to their liking are included with the
PowerPoint CD-ROM. If instructors want to make the PowerPoint presentation avail-
able to students, they can place it on their web site (or the site for their course). It is
also available on the web site for this text at http://gwartney.swcollege.com and on the
EconActive Student-Learning CD ROM. The PowerPoint package also includes self-test
quizzes covering the major concepts of each chapter. This is a powerful teaching tool
that will both attract student interest and enrich the learning process.
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POwWERPOINT LECTURE NOTES

For years, we have encouraged students to think rather than focus on note-taking in
our classes. It was a hard sell—many feel uncomfortable if they are not developing
a set of notes. This booklet contains the PowerPoint slides (both the notes and graph-
ics), along with space for additional note-taking next to each slide. This supplement
permits students to focus on the classroom activities while providing them with confi-
dence that they have an excellent set of notes for future reference. Professors who
choose to customize their PowerPoint presentations and would like to do the same
with their accompanying customized printed lecture notes can do so via Harcourt’s
custom publishing program. Visit www.harcourtcollege.com/custom for more informa-
tion. Once at the Website, you can locate your area’s custom publishing representative
by clicking the “Contact Us” icon.

WEB-BASED COURSE MANAGEMENT SOFTWARE

Harcourt now offers instructors html-based software to help them build web-based
learning sites for their students. This software can be utilized by nontechnical users to
create entire web-based courses, or simply to post office hours or supplementary
course materials for students. Instructors can design websites that provide a full array
of educational tools, including communications with their students, web testing, stu-
dent grade tracking with access control, database collaboration and searching, and
more. It is free of charge to adopters. For more information, call your South-Western
representative.

WEB SITE

Resources for instructors and students, including the PowerPoint slides and Instruc-
tor’s Manual, can be found at http:/gwartney.swcollege.com. Students will find there
chapter-by-chapter links to economic Internet sites, automatically graded practice
quizzes, PowerPoint slides for their review, sample chapters from the study guide
and EconActive CD ROM, and other resources. Career listings for students, leading
economic-indicator information, and an economic URL database can be found at www.
dryden.com. Because the Internet has become so integral to learning and to our lives,
you will notice bound into this book a quick Internet reference card listing important
URLs. We hope you and your students find it useful and tear it out for your reference.

INSTRUCTOR’S MANUAL WITH CLASSROOM GAMES

The Instructor’s Manual was also prepared by David MacPherson. Instructions and in-
formation on how to use and modify the PowerPoint material is contained in the front
of the manual. Also included at the front of the manual is information on the enhance-
ments to the new EXAMaster99 testing software. The remainder of the manual is di-
vided into three parts. The first part is a detailed outline of each chapter in lecture-note
form. It is designed to help instructors organize and structure their current lecture
notes according to the format of the ninth edition. Instructors can easily prepare a de-
tailed, personalized set of notes by revising the computerized form of the notes. The
second part of the Instructor’s Manual contains teaching tips, sources of supplemen-
tary materials, and other helpful information. Part 3 provides instructors with in-class
games designed to illustrate and enliven important economic concepts. Contributed in
part by Professor Charles Stull of Kalamazoo College, the games are an enormously
popular feature with instructors. We hope you will try them. We believe you will find
them extremely useful for classroom learning.
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INSTRUCTOR’S CID ROM

For the first time, the instructor’s supplements accompanying this textbook are now
conveniently available on one CD ROM. Included on the CD ROM are the PowerPoint
slides, Instructor’s Manual, and Test Banks. The CD ROM also displays a navigation bar,
allowing professors to easily search among the microeconomics and macroeconomics
versions of the supplements.

COLOR TRANSPARENCIES

Color transparencies of the major exhibits of the ninth edition have been prepared for
use with overhead projectors. They are available to adopters upon request.in sets for
microeconomics and macroeconomics.

South-Western will provide complimentary supplements or supplement pack-
ages to those adopters qualified under our adoption policy. Please contact your sales
representative to learn how you may qualify.
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~ Application 10

 Supgested Outline forthe © O R E
MICROECONOMICS

" COURSE

Chapter 1 The Economic Approach
Chapter 2 Some Tools of the Economist
Chapter 3 Supply, Demand, and the Market Process
Chapter 4 Supply and Demand: Applications and Extensions
Chapter 5*  The Economic Role of Government
Chapter 6* The Economics of Collective Decision Making
Chapter 19 Demand and Consumer Choice
Chapter 20 Costs and the Supply of Goods
Chapter 21 Price Takers and the Competitive Process
 Chapter22  Price-Searcher Markets with Low Entry.Barriers
_ Chapter23  Price-Searcher Markets with High Entry Barriers
Chapter24  The Supply of and Demand for Productive Resources
~ Chapter 25 Earnings, Productivity, and the Job Market
Chapter 26 Investment, the Capital Market, and the Wealth of Nations
Chapter 27 Income Inequality and Poverty
Related Applications
Application 1  Labor Markets and Unemployment: A Cross-Country Analysis
Application4  Social Security: The Nature of the Problem and the Alternatives For
Dealing With It

Application 5  The Stock Market: What Does It Do and How Has It Performed?
Application6  How Do.efs; Government Regulation Affect Your Life?
Application 7  Income Inequality, Transfers, and the Role of Government
Application8 Do Labor Unions Increase the Wages of Workers?
Application9  Natural Resources and the Future

Economics and the Environment

~ *Indicates a chapter that can

rbmitted without disrupting the flow of the material.



he Economxc Role of Govemment
he Economics of Collective Decision Making
, Takmg'the Nation’s Economic Pulse
Economic Fluctuations, Unemployment, and Inflation
An Introducuon to Basic Macroeconomic Markets
Workmg wﬂ:h Our Basic Aggregate Demand/Aggregate Supply Model
= Keynes:an Foundations of Modern Macroeconomics
~ Fiscal Policy
Money and the Banking System
~ Modern Macroeconomics: Monetary Policy
< Stabilization Policy, Output, and Employment
Economic Growth
- Gaining From International Trade .
. International Finance and the Foreign Exchange Market

y 1 ‘ym nt. ACross-Country Analysxs .

omitted without disrupting the flow of the material.



