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PREFACE 


Times have changed, and so has this book. Once again, the macro­
economic policy scene has witnessed a profound transformation over 
a remarkably short period of time. Since our last revision, the United 
States has endured one of the most severe recessions of the past hundred 
years, and both fiscal and monetary policy have changed dramatically. 
Indeed, agencies of the U.S. government-ranging from the Treasury to 
government-sponsored enterprises-have become the de facto guaran­
tors of most of the U.S. housing market and virtually every large-scale 
commercial venture in the nation. The Federal Reserve System has ex­
panded its credit allocation operations to make itself into an industrial 
policy fiefdom. And along the way, the U.S. taxpayer has been put on 
the hook, explicitly or implicitly, for trillions of dollars in new obliga­
tions. Not since World War II has the American economy undergone 
such change. 

POLICY REVOLUTION 

In short, things have happened to the economy that many economists 
had thought impossible, and the fiscal and monetary authorities have 
responded with nothing short of revolutionary changes in the way they 
conduct policy. Because this book is about our times, these changes 
have induced us to once again transform this edition of The Economics 
ofMacro Issues. As just one example, virtually the entire section dealing 
with fiscal policy has been thrown out, and we have started again from 
scratch. The result of our revisions, we believe, is a book that addresses 
more critical new issues with more timeliness and, we hope, more in­
sight than any prior edition. We also believe that we are able to showcase 
pivotal developments in economic affairs and policymaking in ways that 
no other book on the market can match. 

NEW TO THIS EDITION 

The new issues addressed in this edition include the following: 

• Going Underground-how the underground economy sustains 
prosperity 

• The Threat to Growth-why higher taxes can mea:n less prosperity 
• Is GDP What We Want?-is there a better measure than GDP? 
• The Great Recession-why it happened and why it was a big deal 

xii 

• Are 	You Stimulated Yet?-why 
don't-work 

• Health Care Reform-why spendin 
• The Fannie Mae, Freddie Mac Flim 
• Big Bucks for Bailouts-if it's "too 
• The Pension Crisis-the future is co: 
• The Fed Feeding Frenzy-why mo 

like it used to 

In addition to completely replacing m 
all of the remaining chapters have been tm: 
the revision. Moreover, we have roughly 
tions appearing at the end of each chapter, 
provide both challenge and enlightenment 
demic achievement. Quite simply, we havi 
reflects in every dimension the major tn 
place in the American economy over the 
accessibility of the results to all. The res 
readers in unprecedented ways. 

INSTRUCTOR'S Iv 

Every instructor will want to access the In 
panies The Economics ofMacro Issues. It 
ers of the book. For each chapter, the rna: 

• A synopsis that cuts to the core of 
in the chapter. 

• A concise exposition of the "behin 
sis on which the discussion in the tt 
this exposition is supplemented \'; 
we have found to be particularly u 

• Answers to the Discussion Ques 
chapter-answers that further devi 
sis of the chapter and almost alwa: 
cussion. 

THE REVIEW' 

Of course, an undertaking such as this 
amount of behind-the-scenes activity, ~ 
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