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THE MOST RELIABLE constant of life in a market economy is constant change.
Sitting down to work on this new edition of this textbook has brought many
changes to my attention..

Some of them are trivial. One chapter mentioned some authors who were on the

best-seller list at the time of the last edition—good books they wrote, but just as the

market economy is in constant change, so is the publishing industry. Out they go, to

be replaced by J.K. Rowling and Dan Brown.

Other changes are much more fundamental, such as the trend toward globaliza-

tion of both the macro- and micro-economy. Professional economists will know that

this trend is not really new. If one looks at the data, trends in imports and exports,

integration of labor and financial markets, and global brand penetration started long

ago. Yet, although statistically well established, these trends have clearly hit a new

threshold of public awareness in the first decade of the 21st century. For that reason

alone, a modern textbook must reflect the global nature of the economy.

One of the signs of its increased global outlook is the disappearance of a separate

chapter on foreign exchange markets and international monetary policy. Because

these topics are more important than ever, it is no longer appropriate to isolate them

in the last chapter of the macroeconomics course, too easily skipped in the rush

toward final exams. Instead, topics like the effects of exchange rates on aggregate

demand and the relationship between price stability and exchange rate policy are

now integrated directly into the various macro chapters that deal with related issues

for the domestic economy. The result is a book that is both more up-to-date and more

streamlined. Numerous globally-oriented cases and topics appear in the micro chap-

ters as well.

One final change is in the textbook market itself. Earlier editions of this book

reflected the college publishing world of the past: Fat, heavy volumes with fat, heavy

price tags that, over time, came to be one of the most resented financial burdens of a

college education. And students didn’t even get their money’s worth from those texts

xi
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of an earlier era. The technology of the day meant long lead times and the sheer costs

of production meant substantial intervals between revisions, so that textbooks were

often several years out of date before they hit the classroom. Things were even worse

for students who, because of financial pressure, depended on lower-cost used copies

of earlier editions. Happily, that model of publishing is now in retreat.
It is a great pleasure to me to see this new edition come out through Horizon

Textbook Publishing. The advantages of working with a publisher who uses the latest
technology to bring the book to market just a few months after final revisions are
made makes the pleasure all the greater. I hope you, as a user of the book, will com-
plete the cycle by providing me, as author, with your feedback so that your suggested
changes can be quickly incorporated in future editions.

Acknowledgments
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dant real world examples to make the concepts more applied and interesting.
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I am very thankful to the wonderful staff of Horizon Textbook Publishing Com-

pany for making this project possible in such a short time. My special thanks to my

wonderful wife who understood my absences from many family obligations when I

was working on this project. I dedicate this edition to her cheerfulness and co-opera-

tion. Our daughters Lina and Aditi deserve appreciation for making life so worth-

while.

Several of my colleagues have already used this book for their classes, and many

more are seriously considering adopting it in future semesters. Notable amongst

them are: Debasri Mukherjee, Western Michigan University, Jesus Valencia, Slippery

Rock University, Vani Kotcherlakota, University of Nebraska-Kearney, and Vijay

Sharma, University of Colorado-Denver. I am grateful to all these individuals. Most

of all, thanks to hundreds (and probably thousands) of my students who would

attend classes and read these chapters. Teaching is an enjoyable exercise when stu-

dents show enthusiasm to learn, and are willing to study. I invite all of you to send

me comments by e-mail. 

KISHORE G. KULKARNI, 

Denver, Colorado. E-mail: kulkarnk@mscd.edu

Features of This Edition

• State of the art pedagogy. An abundance of case studies introduce and illus-

trate the subject matter of every chapter. 

• Integrated international economics. As the world economy itself comes

closer together, international economics must be more closely integrated

into the principles course. Accordingly, topics in international economic

theory and policy, ranging from balance of payments accounts to the for-

eign exchange operations of the Fed, are introduced in the chapters in

which they occur naturally, rather than presented separately in a single

chapter.

Supplements

Test Bank

The accompanying Test Bank contains over 2,000 questions in a variety of formats

including multiple choice, true/false, and essay questions.

Instructor’s Manual

The expanded Instructor’s Manual contains material which can be easily included in

lectures. The manual also includes all of its traditional elements, including instruc-

tional objectives, lecture notes, and suggestions.
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Study Guide

The Study Guide has hands-on applications and self-testing programs. It is available
in two versions, Macroeconomics, and Microeconomics. Students can gain an advan-
tage by reinforcing their reading and lecture notes with the following study guide 
features:

• Where You’re Going. The objectives and terms for each chapter are recapped to
tie concepts together.

• Walking Tour. The “Walking Tour” section provides a narrative summary of the
chapter and incorporates questions on key points. Answers are given in the
margin.

• Hands On. Geographical and numerical exercises clarify concepts and better
prepare students for tests and quizzes.

• Economics in the News. A news item illustrates how concepts covered in the
chapter can appear in the real world. Questions and answers reinforce the 
concepts.

• Questions for Review. These questions and answers follow the key chapter con-
cepts, preparing students for the self-test.

• Self-Test. Extra test preparation increases a student’s understanding and ability
to succeed.

• Careers in Economics. Formerly an appendix in the text, this material provides
students with an understanding of where the study of economics could lead
them.

Online Student Tutorial

Created to support and enhance the student's comprehension of the economic prin-
ciples discussed in the textbook. The online tutorial includes chapters objectives and
study questions. To access the tutorial please visit our Students section on our Web
site www.htpublishing.com. Username: Economics Password: DolanLindsey
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