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Second, and related in an important way, I would want to
integrate some discussion of nominal Gross National Product
(NGDP) targeting and the work of the Market Monetarists. That
theoretical ~perspective shares much with my monetary
disequilibrium approach and its analysis of the post-crash
environment makes an important contribution to our understanding
of the recession. The possibility of using NGDP targeting as a
preferred central bank policy also shares much with both the
theoretical perspective of the book and its recommendation for a free
banking system. If NGDP targeting can be implemented and if
central banks will stick to the rule, it would accomplish something
pretty close to what free banking would do in terms of maintaining
monetary equilibrium. Those are, however, two big .ifs. A more
complete treatment of NGDP targeting will have to look at it from a
political economy perspective to see whether it is likely to work
given the real incentives facing political actors, including those who
run central banks. I leave it to the reader to think through the issues
involved.

I hope that Persian language readers of the book find it to still be
timely and valuable. And I also hope that it can add to the growing
understanding of sound economics and the market economy in
places where those ideas are just starting to take root. I am happy to
see my own small contribution to that larger and very important
conversation become available to a whole new set of readers.

Steven Horwitz
Fishers, IN, July 2018



O3 amnd DSl (g0 520998 dodds Sl 20

Preface to the Persian Translation of
Microfoundations and Macroeconomics: An Austrian Perspective

It is my great pleasure to see this volume translated into Persian. One
reason is that it is another encouraging sign about the spread of
liberal ideas to parts of the world that would benefit greatly from
encountering the economic and political thought of liberal scholars,
both past and present. More specifically, one of the great threats to
human prosperity and the institutions of the liberal order has been
macroeconomic failure. Throughout the 20" century, inflation,
deflation, business cycles, and recessions took their toll on Western
economies, with the Great Depression in particular doing enormous
human damage and causing a loss of confidence in the market
economy. As other parts of the world begin to integrate themselves
into the international marketplace and see significant economic
growth at home, the more they can learn about how to avoid those
macroeconomic problems, the smoother path they will have to
prosperity for their people. I hope the lessons of this book contribute
to that process in some way.

The book was first published in 2000, with the paperback version
being reissued in 2009 as written in 2000. In looking back over the
book today, I still think its essential message and arguments are
correct and that they are timeless. However, were | to update today,
almost 20 years after its original publication, there are two additional
topics [ would bring into the discussion.

First, I would include a chapter on the 2007-08 financial crisis
and recession. Not only does any book on macroeconomics need to
account for those events, one that discusses the Austrian theory of
the business cycle must absolutely do so given the ways in which the
Austrian theory can explain much of what happened. The monetary
disequilibrium approach of the book works well to explain the
events of the 2000s. One can tell a good story about an excess
supply of money setting off the boom that eventually ended in a bust
and how a deficient supply of money in the aftermath made the
recession significantly deeper and longer than it should have been.
The failure of central banks to maintain anything close to monetary
equilibrium both before and after the crash nicely illustrates the
theoretical points in the book and provides a good historical example
for my criticisms of central banking.
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