
THE TWO YEARS leading up to this fourth edition of Survey of Economics from
BVT Publishing have seen the most dramatic events in the global economy
in more than half a century. Now, more than ever before, changes in the

world economy affect what happens in the United States, and vice versa. Recognizing
this changing world, the changes to this edition continue to emphasize economic
globalization by providing new examples and illustrations from many parts of the
world throughout the text. These changes are reflected in major revisions of several
parts of this book. Most notably, the key chapters on macroeconomic policy have been
significantly revised. An intended and beneficial consequence of the revisions is that
the chapter outline expands the presentation of monetary policy which has been such
an important part of government policy in the last few years. As a result this book has
been expanded by one chapter to provide better and clearer explanation of both fiscal
and monetary policy. We believe that these changes improve the explanation and flow
of information throughout the entire book.

As in the past, this textbook begins with two introductory chapters that cover basic
economic ideas and supply and demand. These chapters make it possible to use the book
in either “macro-first” or “micro-first” course sequencing. Chapters 3, 4, 5, and 6 cover
the basic ideas of microeconomics and decision making under different types of markets.
The structure of these chapters is unchanged from previous editions. Chapters 7 through
13 are the macroeconomic chapters. These revised chapters have been edited to provide a
better understanding of the macroeconomic model and how monetary and fiscal policy
can be used by policymakers to help resolve macroeconomic problems. The most impor-
tant revision to these chapters is a reorganization of the chapters on fiscal and monetary
policy and the addition of new charts and cases to reflect current events. Economic data
are brought up through 2009. During the life of the edition, instructors will be able to
find tables and charts updated to 2010 and beyond, in PowerPoint slide form, on the
BVT Publishing web site (www.bvtpublishing.com).

Chapter 9 introduces basic concepts of banking and the banking system. The
appendix to Chapter 9 is a completely new discussion of the financial system and
bank regulation. It explains the evolution of the banking system from the traditional
“originate-to-hold” model to the modern “originate-to-distribute” model. In doing
so, it explains key concepts of modern finance, including securitization and sub-
prime mortgage lending. The final sections of the chapter cover bank regulation
and the problems that led up to the recent financial crisis. Chapter 10 covers the
aggregate supply and demand model.

The next three chapters of the book are completely rewritten to provide students
with a better perspective on current developments in macroeconomics. Chapter 11
looks at strategies for the conduct of monetary policy. It begins by explaining why
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lags, forecasting errors, and time-inconsistency render policymaking in the real world
much more difficult than the aggregate supply and demand model by itself implies.
That is followed by a discussion of alternative policy rules, including monetary target-
ing, inflation targeting, and exchange rate targeting.

Chapter 12, on fiscal policy, is completely rewritten. It pays much more attention
than before to lags, forecasting errors, multiplier uncertainty, and other practical
problems of policy. Most of the chapter is devoted to short-run fiscal stabilization, but
the final section also looks at longer run issues of macroeconomic imbalances and sus-
tainability of the federal debt and deficit.

Chapter 13 looks at tools for fighting inflation and deflation. Some of the material
on inflation, inflationary recession, and hyperinflation was covered in previous edi-
tions. The second half of the chapter is devoted to a greatly expanded discussion of
deflation. New topics include the liquidity trap, quantitative easing, productivity-
driven supply-side deflation, and asset price bubbles.

Environmental economics is one of the areas in which change has been most rapid.
Accordingly, Chapter 14, which covers climate change and environmental policy, is almost
completely rewritten to incorporate both the latest scientific findings and the current pol-
icy initiatives. A new appendix covers the thorny issue of weighing the costs and benefits of
economic decisions, effects of which stretch over a time horizon of hundreds of years.
Finally, more international issues are discussed in Chapter 15, Global Trade and Policy.

As always, we thank the entire publishing and editorial staff of BVT Publishing
for their highly professional support. They are a pleasure to work with, and we hope
that all students and instructors who use this book benefit as much as we have from
their unique and innovative approach to textbook publishing.

Features of This Edition

• State of the art pedagogy: An abundance of case studies introduce and illustrate 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 survey
course. Accordingly, topics relating to international economics are not exclusively
confined to Chapter 15, which outlines the theory of international trade. In addi-
tion, numerous examples and cases drawn from international economic experience
are included throughout the book.

Supplements for Instructors

1. Study Guide. The Study Guide has hands-on applications and self-testing pro-
grams. Students can gain an advantage 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.
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• 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 pre-
pare students for tests and quizzes.

• Economics in the News: A news item illustrates how concepts covered in the chap-
ter could 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 stu-
dents with an understanding of where the study of economics could lead them.

2. Instructor’s Manual. The expanded Instructor’s Manual contains material that
can be easily included in lectures. The manual also includes all of its traditional ele-
ments, including instructional objectives, lecture notes, and suggestions.

3. Test Bank. The accompanying Test Bank has been expanded to include 150 ques-
tions per chapter in a variety of formats, including multiple choice, true/false, and
essay questions.

4. PowerPoints. This edition is accompanied by a greatly expanded set of Power-
Point transparencies. Beginning with this edition, the transparencies for each chap-
ter include coverage of all graphical material in the text, sometimes supplemented
by additional material, as well.

5. Customize This Book. If you have additional material you’d like to add (handouts,
lecture notes, syllabus, etc.) or simply rearrange and delete content, BVT Publishing’s
custom publishing division can help you modify this book’s content, to produce a book
that satisfies your specific instructional needs. BVT Publishing has the only custom
publishing division that puts your material exactly where you want it to go, easily and
seamlessly. Please visit www.bvtpublishing.com or call us at 1-800-646-7782 for more
information on BVT Publishing’s Custom Publishing Program.

Supplements for Students

BVT Publishing is pleased to provide students with a free, comprehensive online tuto-
rial which can be found at www.bvtstudents.com. This web site offers the following:

1. eBook editions. Save time, money and paper by purchasing an eBook version of
this text directly from our convenient online store, located on our student web site.

2. Shopping Cart. For the student's convenience and pocketbook, the student web
site also contains a shopping cart where they have the added option of purchasing the
traditional paper textbook directly from the publisher if they prefer.
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3. Self Testing. Students can test their knowledge of this book’s content on our stu-
dent web site. The Self Test questions are designed to help improve students’ mastery
of the information in the book. 

4. Flash Cards. The Flash Cards are an easy way for students to spot-check their
understanding of common and important terms, as well as effectively retain the
information.

5. Chapter Summaries. The Chapter Summaries are another tool designed to give
the students an overview of each chapter’s content, further aiding the students in con-
tent comprehension and retention.
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