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“ conomics is a study of mankind in the ordinary business of life.” So wrote 
Alfred Marshall, the great 19th-century economist, in his textbook,  Principles 
of Economics. We have learned much about the economy since Marshall’s 

time, but this definition of economics is as true today as it was in 1890, when the 
first edition of his text was published.

Why should you, as a student in the 21st century, embark on the study of 
economics? There are three reasons.

The first reason to study economics is that it will help you understand the 
world in which you live. There are many questions about the economy that might 
spark your curiosity. Why are apartments so hard to find in New York City? Why 
do airlines charge less for a round-trip ticket if the traveler stays over a Saturday 
night? Why is Robert Downey, Jr., paid so much to star in movies? Why are living 
standards so meager in many African countries? Why do some countries have 
high rates of inflation while others have stable prices? Why are jobs easy to find in 
some years and hard to find in others? These are just a few of the questions that a 
course in economics will help you answer.

The second reason to study economics is that it will make you a more astute 
participant in the economy. As you go about your life, you make many economic 
decisions. While you are a student, you decide how many years to stay in school. 
Once you take a job, you decide how much of your income to spend, how much 
to save, and how to invest your savings. Someday you may find yourself running 
a small business or a large corporation, and you will decide what prices to charge 
for your products. The insights developed in the coming chapters will give you a 
new perspective on how best to make these decisions. Studying economics will 
not by itself make you rich, but it will give you some tools that may help in that 
endeavor.

The third reason to study economics is that it will give you a better understand-
ing of both the potential and the limits of economic policy. Economic questions 
are always on the minds of policymakers in mayors’ offices, governors’ mansions, 
and the White House. What are the burdens associated with alternative forms of 
taxation? What are the effects of free trade with other countries? What is the best 
way to protect the environment? How does a government budget deficit affect 
the economy? As a voter, you help choose the policies that guide the allocation of 
society’s resources. An understanding of economics will help you carry out that 
responsibility. And who knows: Perhaps someday you will end up as one of those 
policymakers yourself. 

Thus, the principles of economics can be applied in many of life’s situations. 
Whether the future finds you following the news, running a business, or sitting in 
the Oval Office, you will be glad that you studied economics.

N. Gregory Mankiw
December 2016
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Preface:  
To the Student
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Video Aplication

C onceptClip videos help students master economics terms. These high-energy 

videos, embedded throughout the interactive book, address the known 

student challenge of understanding economics terminology when initially 

introduced to the subject matter. Developed by Professor Mike Brandl of The 

Ohio State University, these concept-based animations provide students with 

memorable context to the key 

terminology required for your 

introductory economics course.

C onceptClip Videos

Video application features the book’s author 

introducing chapter content. Author Greg 

Mankiw introduces the important themes 

in every chapter by delivering a highly relevant 

deposition on the real-world context to the 

economic principles that will be appearing in  

the upcoming chapter. These videos are intended 

to motivate students to better understand how 

economics relates to their day-to-day lives and  

in the world around them. 

“I have always wanted 

supplemental material such as 

this to help me understand certain 

concepts in economics.”
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Graph Builder

G raph Builder allows students to move 

step-by-step through complex graphical 

figures. Designed specifically for 

introductory economics students, Graph 

Builder interactive exercises help students 

first understand complex graphs by 

deconstructing a graph into finite steps 

that build upon one another, then practice 

graphing by drawing out a similar scenario 

from scratch. This drawing method supports 

the kinesthetic learning approach valued by 

instructors, like you— all within the context 

of the interactive book! 

“I have not used anything  

like this before.”

“The Graph Builder is amazing! 

This would help me a lot and the 

concept is great. I think all students 

should have access to this feature 

because it would better their 

knowledge of how to make graphs.”
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Adaptive Test Prep Prepares Your 

Students for High-Stakes Testing 

Are your students constantly asking you for more 

practice questions as exam time comes closer? Do 

your students complain because the test bank-type 

questions in the exam do not have the same look and feel 

as their homework assignments?

Adaptive Test Prep is a powerful tool that uses 4,000 new 

test bank-like questions to give students almost unlimited 

practice for each chapter and section. They can take as 

many tests as they like that are immediately graded for 

them. Students see how they did and the program 

gives them immediate remediation in the form of 

very robust feedback, a link right back into the text 

where the question topic resides, and for about 

2,000 questions, they get a brief Quick Coach video 

with an instructor walking them through the exact 

question they missed!

Students can generate reports that show them 

which chapters and sections they need the most 

help on so they can tailor future practice tests 

just on the areas they are struggling with.
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n writing this book, I benefited from the input of many talented people. 
 Indeed, the list of people who have contributed to this project is so long, and 
their contributions so valuable, that it seems an injustice that only a single 

name appears on the cover. 
Let me begin with my colleagues in the economics profession. The many edi-

tions of this text and its supplemental materials have benefited enormously from 
their input. In reviews and surveys, they have offered suggestions, identified 
challenges, and shared ideas from their own classroom experience. I am indebted 
to them for the perspectives they have brought to the text. Unfortunately, the list 
has become too long to thank those who contributed to previous editions, even 
though students reading the current edition are still benefiting from their insights. 

Most important in this process has been David Hakes (University of Northern 
Iowa). David, a dedicated teacher, has served as a reliable sounding board for 
ideas and is a hardworking partner with me in putting together the superb pack-
age of supplements. In addition, a special thanks to Ron Cronovich, an insightful 
instructor and trusted advisor, for his many years of consultation.  

A special thanks to the team of teaching economists who worked on the test 
bank and ancillaries for this edition, many of whom have been working on the 
Mankiw ancillaries from the beginning. To Ken McCormick for vetting the entire 
test bank (with 17,000 questions) for correctness, and to Ken Brown, Sarah Cos-
grove, Harold Elder, Michael Enz, Lisa Jepsen, Bryce Kanago, Daniel Marburger, 
Amanda Nguyen, Alicia Rosburg, Forrest Spence, and Kelvin Wong for authoring 
new questions and updating existing ones. 

The following reviewers of the seventh edition provided suggestions for 
refining the content, organization, and approach in the eighth.
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