


PREFACE

The economy has gone through wild gyrations in the last few vears. For a good
many years people thought the economy, the stock market, and home prices
would never stop rising. Then the “housing bubble” burst, sending home prices
into a steep and sickening slide. With the slide in home prices came a wave ol
foreclosures-and a drastic decline in people’s confidence in the economic out-
look, Consumers trimmed their spending on goods and services while businesses
slashed their investments in housing, machinery, technology, and factories. These
spending cuts pushed the U.S. economy into a steep recession that caused the
production of goods and services to contract and unemployment to soar. At the
depths ol the 2008-2009 recession more than 15 million Americans were
unemployed.

The recession of 2008-2009 wasn't the first setback for the U.S. economy—
ar even the worst. The Great Depression of the 1930s was lar deeper and lar
longer (10 years!). And the other ten U.S. recessions since World War 11 were
painful as well—even if not quite so disastrous, What this record of recessions
reminds us is how difficult it is to manage the economy. It also underscores,
however; the importance of studving the forces that cause economic setbacks—
and identifving the forces that help the economy recover. That's reason enough
to study the Essentials of Economics,

There are more personal reasons for studying economics as well. Economic
principles help explain how prices are set, how hiring and salary decisions are
made, how businesses set production targets, and even how the environment
can be better protected. In other words, economics encompasses not just the
“big picture”—the macro economy—but also the many dimensions of evervday
consumption, work, and leisure decisions—the micro economy.

FOCUS ON CORE CONCEPTS

Its impossible to squeeze all the content—and the excitement—of both micro
and macro economics into a one-semester course, much less an abbreviated
intro text. But economics is, after all, the science of choice. Instructors who
teach a one-term survey of economics know how hard the content choices can
be. There are way oo many topics, way too many economic events, and way
1oo little time.

Few textbooks confront this scarcity problem directly. Some one-semester
books are nearly as long as full-blown principles texts. The shorter ones tend to
condense topics and omit the additional explanations, illustrations, and appli-
cations that are especially important in survey courses. Students and teachers
alike get Irustrated trving to pick out the essentials from abridged principles
lexts,

Essentials of Feonomices lives up to its name by making the difficult choices.
The standard table of contents has been pruned to the core. The surviving topics
are the very essence of economic concepts. In microeconomics, for example, the
focus is on the polar models of perfect competition and monopoly. These mod-
els are represented as the endpoints of a spectrum of market structures (see fig-
e on po 117) Intermediate market structures—oligopoly, monopolistic
competition, and the like—are noted but not analvzed. The goal here is simply
lo convey the sense that market structure is an important determinant of
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