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Principles students, who struggle to master core concepts like GDP, growth, unemployment, inflation, and exchange rates, 
cannot absorb the disagreements among the differing models of modern macroeconomists. But it is important for students, 
as citizens, to understand policy differences that they will hear from economists and politicians for the rest of their lives.

Macroeconomics for Life: Smart Choices for All? simplifies and consolidates the disagreements, providing a framework 
for understanding macroeconomics and thinking about the appropriate role for government policy. The disagreements  
are incorporated into what we call the fundamental macroeconomic question:

If left alone by government, how quickly do the price mechanisms of market economies  

adjust to maintain steady growth in living standards, full employment, and stable prices?

The two main answers are:

•	 Markets Quickly Self-Adjust, so Government Hands-Off

•	 Markets Fail Often, so Government Hands-On

The possibility of two answers is behind the question mark of the subtitle — Smart Choices for All? When microeconomic 
smart choices of individual households and businesses are aggregated, does Adam Smith’s invisible hand continue to 
produce optimal macroeconomics outcomes — steady growth in living standards, full employment and stable prices?  
Or, with the incorporation of money, banks, financial markets, expectations, and exchange rates, do markets fail often  
and produce undesirable outcomes Keynes highlighted — unemployment, financial bubbles, bankruptcies, and inflation?

Macroeconomics for Life covers the traditional, agreed-upon core macroeconomic concepts and theory, using the 
expanded circular flow (Y=C+I+G+X-IM ) and AS/AD models. We encourage students to think about the differing 
positions not as right or wrong, but as exposing two contrasting ways of looking at the macro economy. Topic by topic,  
we then present the best arguments behind economists’ Hands-Off and Hands-On positions. 

Macroeconomics for Life: Smart Choices for All? engages students by giving them agency in thinking about the 
fundamental macroeconomic question, the answers to which will affect their job prospects, standard of living,  
investment decisions, mortgage choices, votes … In short, the macroeconomics that will affect their lives.
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Pareto-Improving the Principles Course 

Macroeconomics for Life uses the literacy-targeted (LT) approach to teaching principles which argues that it is far more 
valuable for students to understand and apply core economic concepts well than to be exposed to a wide range of 
concepts they will soon forget. By excluding some content, the LT approach prioritizes mastery of core concepts. Time 
saved allows repeated applications of core concepts, strengthening retention and ensuring that students can use economic 
reasoning throughout their lives. Content presentation uses a first-person, narrative approach to keep students engaged, 
and for deeper learning.

What Should Go Into the Only Economics Course Students Will Ever Take? 

The LT approach differs from traditional approaches in answering the question, What should go into the only economics 
course that students will ever take, while not disadvantaging majors? The LT approach to principles is designed to create  
a Pareto improvement by: 1)  Attracting more students who would otherwise not take economics; 2)  Improving the 
success and retention of one-and-done students; and 3)  Ensuring that students who do become economics majors  
are not disadvantaged. For supporting evidence, see 2024 Journal of Economic Education Symposium 55(2). 
 

And... 
Macroeconomics for Life is the only principles text written by national-teaching-award winners — both have been members 
of the prestigious AEA Committee on Economic Education — with expertise in economics (Cohen, PhD Economics, Stanford) 
and in economics education (Wolla, MA, PhD Economics for Educators, Curriculum and Instruction). 

Brief Table of Contents

1 What’s in Economics for You?
Scarcity, Opportunity Cost, Trade, and Models

 9 Skating to Where the Puck is Going
Aggregate Supply and Aggregate Demand

2 Making Smart Choices
The Law of Demand

10 What’s behind Aggregate Demand?
The Aggregate Expenditure Model and Multipliers	

3 Show Me the Money
The Law of Supply

11 Trading Dollars for Dollars? 
Exchange Rates and Payments with the Rest of the World

4 Coordinating Smart Choices
Demand and Supply

12 Steering Blindly?
Money, Monetary Policy, and the Bank of Canada

5 Are Your Smart Choices Smart for All?
From Microeconomics to Macroeconomics

13 Spending Others’ Money
Fiscal Policy, Deficits, and National Debt

6 Up Around the Circular Flow
Measuring GDP and Living Standards

14 Are Sweatshops All Bad?
Globalization, Trade, and Protectionism

7 Do Macroeconomic Dreams Come True?
Potential GDP, Economic Growth and Business Cycles

15 Hands-Off and/or Hands-On?
Controversies in Macroeconomics

8 Costs of (Not) Working and Living
Unemployment and Inflation

https://economicsforlife.ca/
https://www.researchgate.net/publication/376418402_Introduction_to_JEE_symposium_on_What_should_go_into_the_only_economics_course_students_will_ever_take
https://economicsforlife.ca/

