
Introduction/Forward to 2015 edition of Macrocosmic Systems 
 
First of all this book is still current and provides a good foundation for most of the leading arguments still 
being debated onwards from the Global Financial Crisis of 2007/8 and its aftermath. This is not an 
introductory text for macroeconomics. It is advanced and encompasses most of the main macro theories 
and their controversies. These are analysed within the context of a set of consistent economic models. The 
book is also relevant for understanding the modern dynamic stochastic general equilibrium (DSGE) 
modelling approach.  
 
Why Macroeconomic systems? Because this book defines a system which encompasses a number of 
macroeconomic models including the IS-LM model and an Aggregate Demand and Aggregate Supply, 
and money others. The basic introductory model has in total five markets plus a production function. The 
authors believe it is a superior model of examining and manipulating all the elements of an economy in an 
easy to understand set of interlinking diagrammatic diagrams.  
 
The book initially uses a general equilibrium model and analyses the movement from one equilibrium 
position to another. The system defines a number of endogenous variables (capable of being solved within 
the system) and a number of exogenous variables or externally defined variables including external 
shocks. All monetary and fiscal policy and their implications can be explored in-depth in Section 2. This 
uses the same framework and is father developed to study policy implications and advanced theories in 
more detail.  
 
There is some mathematics in the mathematical appendix which concentrates on comparative statics 
(probably a mistake to locate this in the middle of the book). That said, the reader will need to have some 
command of mathematics and at least an introduction to calculus and reduced forms – the result of 
solving the system for the endogenous variables. However, the basic models are presented 
diagrammatically so the need for in-depth mathematics is kept to a minimum. Most Asian readers will 
have little difficulty in understanding this book. There is also a single common framework to facilitate 
easy comparison of, for example, the impact of different policies.  
 
In section 2, more advanced ideas and controversies are explored in depth. In particular we aim to provide 
a more rigorous consideration of each of the individual markets. Nearly all of the major controversies are 
discussed and analysed in detail, using a development of the models and systems presented earlier. 
International dimensions and growth are introduced and analysed. 
 
The book makes it easy to examine the effects of monetary and fiscal policy on output, income, 
unemployment, inflation, currency fluctuations, trade imbalances, disequilibrium, dynamic 
paths/trajectories and growth. Modern phenomena such as impacts such an unexpected rise in European 
Union immigration to the UK can be explored (via a shift in the labour supply curve).  
 
Does the book favour austerity or anti-austerity? You can prove both as it depends on the shape of the 
functions (the curves). Proponents of austerity often forget the effect of the multiplier on less government 
expenditure coupled with falling tax revenues.  Of course, Kenneth Rogoff, the most famous of the pro-
Austerity school writers, would disagree.  
 
So what is not in the book? Not much. Structural reform might be difficult to incorporate but it is 
possible. The concept of the maximum possible fiscal space is current. Some may argue that the velocity 
of money is more important than the money supply per se. Also modern economists would offer the 
fallacy of composition. In terms of recent developments in macroeconomics, most current theories can be 
analysed within the models/systems contained within this book.   
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