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Students know that no matter what major or career they
choose, they will encounter economics at many points
throughout their lives. They will make economic decisions
and be influenced by economic forces. They want to under-
stand the principles of economics that can guide their deci-

sions and help them understand the economic forces they

encounter.

Foundations of Macroeconomics is inspired by the special place that economics
occupies in every student’s education and is our attempt to meet the challenges
that all students face.

As we publish the Fourth Edition of Foundations, we are gratified by the
tremendous response of the economics community to our approach. Clearly,
many of you agree with our view that to achieve its goals, the principles course

must:

¢ Focus on core concepts;
Steer a path between an overload of detail that swamps the
student and a minimalist approach that leaves the student
dangling with too much unsaid;

¢ Encourage learning by doing.

We have encountered this view from our own students, and we have heard
it echoed by hundreds of colleagues across the United States and throughout the
world. Foundations of Macroeconomics is our best effort to take these challenges
seriously and to help students see economics in the clearest possible light.

The Foundations icon with its four blocks (on the cover and through the
book) symbolizes our four paths to that clarity: (1) continuous practice and
immediate reinforcement of core concepts; (2) seamless integration of print and
online resources for different learning styles; (3) diagrams that step students
through the action and that use color logically and consistently; and (4) real-
world applications that bring theory to life.
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LOWERING THE BARRIERS TO ENTRY
S N T A

Most of us want to teach a serious, analytical course that explains the core
principles of our subject and helps students apply these principles in their
lives and jobs. We are not content to teach “dumbed-down” economics. But we
know that most students drown rather than learn to swim when thrown into
the deep end of the pool. In this book and its MyEconLab and Study Guide,
we make painstaking efforts to lower the barriers to learning and to reach out
to the beginning student.

We focus on core concepts; provide a variety of learning tools to match the
diversity of learning styles; use diagrams in conjunction with captions that tell a
complete story; and illustrate theory with examples and issues that students
encounter in their lives.

B Focus on Core Concepts

Each chapter of Foundations concentrates on a manageable number of main ideas
(most commonly three or four) and reinforces each idea several times through-
out the chapter. This patient, confidence-building approach guides students
through unfamiliar terrain and helps them to focus their efforts on the most
important tools and concepts of our discipline.

B Many Learning Tools for Many Learning Styles

Foundations’ integrated print and electronic package builds on the basic fact
that students have a variety of learning styles. In MyEconLab students have a
powerful tool at their fingertips—they can complete all Checkpoint exercises
and end-of-chapter exercises online, work interactive graphs, assess their skills
by taking Practice Tests, receive a personalized Study Plan, and step through
Guided Solutions.

B Diagrams That Tell the Whole Story

We developed the style of our diagrams with extensive feedback from faculty
focus group participants and student reviewers. All figures make consistent use
of color to show the direction of shifts and contain detailed, numbered captions
designed to direct students’ attention step by step through the action. Because
beginning students of economics are often apprehensive about working with
graphs, we have made a special effort to present material in as many as three
ways—with graphs, words, and tables—in the same figure. And in an innova-
tion that seems necessary but is to our knowledge unmatched, nearly all of the
information supporting a figure appears on the same page as the figure itself.
No more flipping pages back and forth!

B Real-World Connections That Bring Theory to Life

Students learn best when they can see the purpose of what they are studying,
apply it to illuminate the world around them, and use it in their lives. Three fea-
tures of this new edition connect economic principles to the real world and show
students how to use economics.
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First, our Eye On boxes offer fresh new examples to help students see that
economics is everywhere.We place current U.S. economic events in global and
historical perspectives in our Eye on the Global Economy and Eye on the Past bo-
xes.

Second, we are continuing to provide Economics in the News updated in
MyEconLab most days during the school year. We have reinforced this feature
with a news-based problem and exercise in each Chapter Checkpoint. We have
also provided on-line versions of these and other news-based questions in
MyEconLab. It is now easier for you to assess your students’ ability to apply
their knowledge of economics to the real world.

Third, we have created a new series of Eye on Your Life boxes to show stu-
dents how they can use economics in their personal day-to-day decisions or to
illuminate their own economic lives.

PRACTICE MAKES PERFECT

e e S

Everyone agrees that the only way to learn economics is to do it! Reading and
remembering don’t work. Active involvement, working problems, and repeated
self-testing are the ingredients for success in this subject. We have structured this
text and its accompanying electronic and print tools to encourage learning by
doing. The central device that accomplishes this goal is a tightly knit learning
system based on our innovative Checklist-Checkpoint structure.

B Checklists

Each chapter opens with a Chapter Checklist—a list of (usually) three or four tasks the
student will be able to perform after completing the chapter. Each Checklist item
corresponds to a section of the chapter that engages the student with a conversa-
tional writing style, well-chosen examples, and carefully designed illustrations.

B Checkpoints

The best time to review material is when it’s fresh in students’ minds. That’s
where Checkpoints come in. A full-page Checkpoint—containing a Practice
Problem with solution and a parallel Exercise—immediately follows each
chapter section. The Checkpoints serve as stopping points and encourage stu-
dents to review the concept and to practice using it before moving on to new
ideas. Diagrams and tables bring added clarity to the Checkpoint problems
and solutions. All of the Checkpoint problems are available for self-assessment
in the MyEconLab Study Plan. All of the Checkpoint exercises are available for
self-assessment in Sample Test A in MyEconLab.

B Chapter Summary and Chapter Checkpoints

At the end of each chapter, a Chapter Summary lists the chapter’s key points and
key terms. The summary is followed by a Chapter Checkpoint, which contains a
further set of study questions divided into three groups: problems, exercises,
and critical thinking and Web activities. All of the problems are available for
self-assessment in the MyEconLab Study Plan, and all of the exercises are avail-
able to instructors in the MyEconLab assessment manager.
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B News-Based Problems and Exercises in the Chapter Checkpoints

New to the Fourth Edition Chapter Checkpoints are news problems and news
exercises. Each news problem and news exercise excerpts a timely news article
that is relevant to the material covered in the chapter. Students can complete the
news problem within the MyEconLab Study Plan. Instructors can assign the
news exercise for assessment. Within the MyEconLab assessment manager,
instructors have access to additional questions based on news extracts and the
Economics in the News archive.

ORGANIZATION
O S

Our text focuses on core topics with maximum flexibility. We cover all the stan-
dard topics of the principles of economics curriculum. And we do so in the order
that is increasingly finding favor among principles teachers. We believe that a
powerful case can be made for teaching the subject in the order in which we
present it here.

The organizing device in the coverage of macroeconomics is the idea that at
full employment, the real economy is influenced by only real variables and the
price level is proportional to the quantity of money. This idea has been incredibly
productive in advancing our understanding of both the full-employment economy
and the business cycle. By having a firm understanding of the forces that determine
potential GDP, the student better appreciates the more complex interactions of real
and monetary factors that bring economic fluctuations. Further, the student sees
that the long-term trends in our economy play a larger role in determining our
standard of living and cost of living than do the fluctuations around those trends.

The macro course divides naturally into four parts. The first explains the real
economy at full employment (potential GDP, economic growth, investment, saving,
the real interest rate). The second part explains the money economy (determining
the nominal interest rate in the short run and the price level and inflation rate in
the long run). The third part explains economic fluctuations (interactions between
the real and monetary sectors) using the ideas of aggregate supply and aggregate
demand, and optionally the aggregate expenditure model and the Phillips curve.
The fourth part explains how fiscal policy and monetary policy influence macro-
economic performance, both in the long term on the supply side and in the short
term on the demand side.

Extensive reviewing suggests that most teachers agree with our view on how to
organize the course. But some teachers want to follow the measurement material
with the aggregate expenditure (fixed price level) model and aggregate demand and
aggregate supply. Money and economic fluctuations come next, and the influences
on potential GDP and economic growth either come last or are omitted. Our text
supports this sequence. After Chapter 7, it is possible to jump to either Chapter 13
(AS-AD and the Business Cycle), Chapter 14 (Aggregate Expenditure), or Chapter
15 (The Short-Run Policy Tradeoff). The money chapters (Chapters 11 and 12) can be
covered next, followed by macroeconomic policy (Chapters 16 and 17).

The flexibility chart provides detailed information that enables you to rear-
range the macro chapters in a variety of ways. The alternative course chartoffers
some suggestions of other possible paths through the macro chapters.
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A QUALITY-ASSURED SUPPORT SYSTEM FOR THE INSTRUCTOR
e O B

Our instructor resource tools are the most comprehensive, carefully developed,
and accurate materials ever made available. MyEconLab, the Study Guide, the
PowerPoint lecture notes, the Solutions Manual, the Instructor’s Manual, and
the Test Banks all key off the Checkpoints in the textbook. The entire package
has a tight integrity. We are the authors of the MyEconLab content and
PowerPoint resources. We have paid close attention to the design, structure, and
organization of MyEconLab. And we have helped in the reviewing and revising
of the Study Guide, Solutions Manual, Instructor’s Manual, and Test Banks to
ensure that every element of the package achieves the consistency that students
and teachers need.

For your convenience, all instructor resources are available online via
our centralized supplements Web site, the Instructor Resource Center
(www.pearsonhighered.com/irc). For access or more information, contact your
local Pearson Addison-Wesley representative or request access online at the
Instructor Resource Center.

B Solutions Manual

The Solutions Manual, written by Mark Rush, contains the solutions to all the
Checkpoint Exercises and Chapter Checkpoint Problems, Exercises, and
Critical Thinking and Web Activities. It is available for download in Word and
PDF formats.

B Instructor’s Manual

The Instructor’s Manual, edited by Mark Rush, contains chapter outlines and
road maps, additional exercises with solutions, and a virtual encyclopedia of
suggestions on how to enrich class presentation and use class time efficiently.
The fourth edition is particularly enhanced with a Chapter Lecture which incor-
porates lively Lecture Launchers to enrich your presentation, Landmines that
point out potential stumbling blocks, and additional teaching tips, creating one
comprehensive lecture resource. The macro portion has been written by Richard
Gosselin of Houston Community College. It is available for download in Word
and PDF formats.

B Three Test Banks

Three separate Test Banks are available for Foundations of Macroeconomics, with
more than 5,000 multiple-choice, numerical, fill-in-the-blank, short-answer,
essay, and integrative questions that build on material from more than one
Checkpoint or more than one chapter. This edition features new integrative
and graphing questions in each chapter. Mark Rush reviewed and edited
questions from four dedicated principles instructors to form one of the most
comprehensive testing systems on the market. Our questions authors on the
macro side are Fred Hipple (Eastern Tennessee State University) and Richard
Stratton (University of Akron). These are available for download in Word,
PDF, and TestGen formats.
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B Computerized Test Banks

All three Test Banks are available in Test Generator Software (TestGen with
QuizMaster). TestGen’s graphical interface enables instructors to view, edit, and
add questions; transfer questions to tests; and print different forms of tests. Tests
can be formatted by varying fonts and styles, margins, and headers and footers,
as in any word-processing document. Search and sort features let the instructor
quickly locate questions and arrange them in a preferred order. QuizMaster,
working with your school’s computer network, automatically grades the exams,
stores the results on disk, and allows the instructor to view and print a variety
of reports.

B PowerPoint Resources

We have created the PowerPoint resources based on our 15 years of experience
using this tool in our own classrooms. Four types of PowerPoint presentations
are available:

# Lecture notes

*  Checkpoint Practice Problems and clicker-enabled slides
*  Textbook animated figures

*  Eye On boxes

The Lecture notes include full-color animated versions of all of the text’s fig-
ures as well as speaking notes and teaching tips and suggestions from the
Instructor’s Manual.

Checkpoint Practice Problem slides include all Checkpoint Practice
Problems and their in-text solutions. The MyEconLab multiple-choice problems
that correspond to Checkpoint Practice Problems are available on Clicker
(Personal Response) enabled slides for use in the classroom.

The Textbook animated figures are large-scale versions of those in the text-
book. These figures can be incorporated into your personal PowerPoint slides or
used as they are.

The Eye On boxes presentations contain a summary of each Eye On and
include animated figures.
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Not just a descriptive chapter. Defines
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. The Economic Problem

Carefully paced and complete first look
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Includes an explanation of comparative
advantage and the gains from trade.
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Carefully paced and complete explanation
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the long run—classical macro. They may be
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13,
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A carefully paced but comprehensive

account of the AS—-AD model and its use
in understanding the business cycle. This
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its effects on inflation and real GDP. Includes a
discussion of alternative approaches to monetary
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The appendix explains the chained-dol-
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want to explain in detail how unplanned
inventory changes set off a multiplier
process, you may omit this chapter.
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