Principles of Macroeconomics (Econ 101), Fall 2009
Professor John D. Abell

Office Hours:  MW 10:30-11:30 AM, or by appointment. Main #7. Phone #  947-8502 (office).
Books: 
- Macroeconomics, William McEachern, 8th edition (2009). The syllabus is based on the 8e, but any edition from any source at any price is fine. Two copies of the 6th edition (2003) are on reserve at the library, along with the hardcopy 7th edition (2006) that has both macro and micro sections.
- Fast Food Nation, Eric Schlosser (2001)

Other readings will be e-mailed, placed in the P: drive (Economics folder, then Econ 101 folder), or placed on reserve in the library. Also, please keep up with current economic events which tend to appear as exam bonus questions. For what it’s worth, I read the NY Times on-line http://www.nytimes.com and listen to NPR news. 
Course design: This course is designed to introduce students to the macroeconomy which consists of relationships among measures—economists call them variables—such as interest rates, exchange rates, inflation, employment, the stock market, poverty, inequality, etc.  In addition to preparing you for upper division courses, graduate studies, or careers, the material presented in this course will simply allow you to gain a better understanding of everyday economic events that take place in the world in which you live.  
The world in which you live, by the way, at least the economic and financial world, has been on a “roller coaster ride” ever since about 2000, gyrating from recession to expansion and back again. Think of all the geo-political events that have, in part, contributed to this volatility: The 9-11-01 attacks, the wars in Iraq and Afghanistan, Hurricane Katrina, tense relations with Iran, Pakistan, North Korea, and Russia. More recently, there is the housing and credit crises that have crippled financial markets and the economy, though, according to Fed Chair Ben Bernanke and President Obama, we may have finally “hit bottom.” Major financial institutions such as Lehman Brothers and Washington Mutual Savings Bank no longer exist. Others like Bear Stearns and AIG have been bailed out by the government. Millions of families are facing foreclosure or are “under water” with their home mortgages. Millions have lost significant portions of their life savings as the stock market declined by more than 50% from its 2007 high. The market has regained a portion (just under 40%) of those losses at this point. Over the course of this ordeal, small, as well as big, businesses have had great difficulty obtaining badly needed loans because banks, which made terrible investment decisions in risky real estate ventures, have cut way back on making loans, except to a few select customers. Rather, they are hoarding cash. This credit freeze, however, may be improving. The government in 2008 passed a $700 billion bailout package design to assist the financial sector, and in 2009 passed a nearly $1 trillion economic stimulus package consisting of infrastructure spending and tax cuts. The goal of both was to prevent the existing recession from turning into a 1930s-style depression. The bailout and stimulus packages will add well over $1 trillion to a federal government budget deficit that was reported to have been approximately $1.2 trillion this past year, and is expected to remain that high on an annual basis for the next decade or so. The Federal Reserve has pushed short-term interest rates to historical lows (near 0.0%) and has created unprecedented new lending facilities in an effort to help financial markets to “thaw.” We have a new president who has acknowledged that we have problems that go beyond all this: a crumbling infrastructure, an unhealthy energy dependency, dangerous climate change, and lack of access to health care. All of these things are economics-related, so yes, we have a few things to talk about this semester.
Exams: There will be three exams, each covering approximately one-third of the material.  The exams will be comprised of essay questions (short and long), multiple choice questions, occasional true-false questions, and analytical problems.  Your highest two grades will receive 25% weighting and your lowest grade will receive 10% weighting.  If a medical or family emergency (with doctor's excuse) causes you to miss an exam, I will gladly schedule another for you. If you miss an exam for any other reason, I will schedule another but your grade on the exam will be reduced once for each day beyond the scheduled exam (A to A-, A- to B+, etc.).   You must earn a passing grade on at least one test in order to earn a passing grade for the course.
Practice Problems: To help you prepare for each exam I have prepared practice problems. They are located in P:\Economics\Econ 101\. (File names: Econ 101 Prac Prob #1, Econ 101 Prac Prob #2 and Econ 101 Prac Prob #3).  Please work through these at your own pace—the questions follow closely the sequence of material as it is presented in class.  Answer keys are also available:  Econ 101 Answer Key #1, #2, and #3. For best test preparation, attempt to write out detailed answers prior to looking at the answer keys!  These practice problems, for the most part, take the place of routine homework. 

     As an incentive for you to work through these problems, I am offering you a total of 3 bonus points*—1 per set of problems—for completing them. These bonus points are offered in lieu of other extra credit opportunities. Please DO NOT ask me for extra credit opportunities!  Successfully completing each set of practice problems involves simply writing out a complete answer to each question in your own words. If all you do is copy down my answers, then you will not necessarily learn much from the whole experience, moreover, you will not receive any credit.  I will accept your completed answers to each practice problem set on the day of the exam only.   * Note: The 3 bonus points are added to your end of semester final grade point average.
Assignments: 

Note: You must turn in all assignments in order to receive a passing grade for the course. For every day an assignment is late, I will reduce its grade by 1/3 of a letter: A to A-, A- to B+, etc. Your grades on most of these assignments will be based not only on economic content, but also on the quality of your writing. I will pay close attention to syntax, grammar, spelling, and where appropriate, adherence to APA writing style. Obviously, this won’t apply to an in-class hand-written assignment. However, if I can’t read your hand writing, then you won’t get the highest possible grade. This also applies to test taking! Write legibly, please!
There are lots of resources available on campus and on-line to help you with your writing. 

- There is a writing guide specifically for economics students called Economics Writing Tips, located in P:\Economics\Economics Writing Tips. 
- There is also another useful guide: Techniques of Persuasion: How To Identify Them located in P:\Economics\Abell Techniques of Persuasion. 
- The RC Writing Center has an APA manual: Publication Manual of the American Psychological Association (5th Edition).
- The RC Writing Center also has a publication with a good APA reference section: A Writer’s Reference.

- I have a book chapter (recently published) written in APA style. Feel free to use it as a guide for writing your own papers. It is located in P:\Economics\ APA example #1 Fuel Efficient Stoves (2008).  Citation: 

Abell, J. D. (2008). Fuel efficient stoves and community development in San Lucas Tolimán, Guatemala. Chapter 4 in T. Huber-Warring (Ed.), Growing a soul for social change: Building the knowledge base for social justice (pp. 45-78). Charlotte, NC: Information Age Publishing. 

- Finally, there is a most useful publication at the RC Writing Lab: Surface Matters. This provides the most basic of information: where to insert a comma, when to use a colon, etc. It is also available on-line at the following address: http://www.randolphcollege.edu/Documents/surface_matters.pdf
#1) As a motivator for you to keep up with your reading, there will be a variety of brief written assignments (approximately one per week: some in-class, some take-home). Some might be as simple as having you write 2 or 3 sentences about anything you have read from the day’s assigned reading. Others will be more detailed. Some might even be in the form of the dreaded “pop quiz.” Some will be summaries of assigned readings. Some of these readings summaries are already listed in the syllabus (See Oct. 1, Oct. 22., Nov. 12, and Dec. 3). These are collectively worth 5% of your overall grade. 

#2) Economics Writing Assignment. This is a multi-faceted assignment designed to a) improve your writing in general, b) improve your writing in economics specific areas, and c) introduce you to the APA writing style (now adopted throughout the Economics curriculum). The details are located in: P:\Economics\Econ 101\ Economics Writing Assignment. Due Sept. 10. (5% of your grade).
#3) State of the Economy Assignment. This assignment is designed to a) allow you to apply your new and improved writing skills, b) introduce you to economics research, and c) gain an understanding of the complexity and health of the US economy here in 2009. The details of the assignment are located in: P:\Economics\Econ 101\Economics State of the Economy Assignment. Due Sept. 22. (10% of your grade).
#4)  Assignment on fast food and food sustainability: Two readings: Fast Food Nation, by Eric Schlosser. “Getting real about the high price of cheap food,” by Bryan Walsh (Time Magazine). In the U.S., we expect speed and convenience in all aspects of our lives, especially when it comes to our meals. We also demand low prices. The speed, convenience, and low prices, however, come at great cost. Many costs, in fact: our health, health of the animals, well-being of workers, and health of the environment. These costs could be classified as externalities. We will discuss externalities on October 1. These readings represent, therefore, an application of this economic concept. Both authors offer numerous suggestions for improvement to our nation’s food system. Link to Walsh’s article:  http://www.time.com/time/health/article/0,8599,1917458,00.html The assignment is located in P:\Economics\Econ 101\Econ 101 Fast Food Nation Time Assignment. Hard copy without active internet links is located in P:\ Economics\Econ 101\Food article Time Magazine Bryan Walsh 2009. Related readings and video links are located in P:\Economics\Econ 101\Econ 101 FFN readings. We will discuss this material as a class and in small groups. Part of the assignment is for you to come up with questions of your own to introduce in your small group discussions. Due Oct. 13. (10% of your overall grade).  
#5) Your final assignment is an empirical analysis that examines “The Level and Distribution of Economic Well-Being,” the title of a speech (February 6, 2007) by Fed Chair, Ben Bernanke. Located in P:\Economics\Econ 101\Bernanke speech on inequality 2-6-07. Also, on-line at: http://www.federalreserve.gov/newsevents/speech/bernanke20070206a.htm.
We will identify and analyze US Census data on-line in a couple of lab sessions in order to determine whether Bernanke is correct in his assessment that “although average economic well-being has increased considerably over time, the degree of inequality in economic outcomes has increased as well” (p. 2). The details of the assignment are located in P:\Economics\Econ 101\Income Distribution Assignment. Due Dec. 8. (10% of your overall grade). 
Note: Material covered in these assignments may appear on tests whether the content is covered in the practice problems or not.
Attendance and class participation:  I will take role at the start of each class. If you come in after I have taken the role, I will still count that as an absence. I can assure you that good attendance will be of benefit to you at test time, especially since I tend to test on material covered in class, rather than from the book. I will show up for class unless I am ill—I expect you to do the same. Unexcused missed exams or deadlines on assignments will result in penalties. Good attendance and involvement in class discussions are easy ways to pick up your 5% Class Participation points (or enough, say, to turn a B- into a B).
Plagiarism: Be mindful that the non-attributed use of someone else’s work is plagiarism, otherwise known as academic theft. Plagiarism is an honor violation at RC and taken seriously. There is a useful section addressing plagiarism (and how to avoid it) in the  R-MWC Student Handbook. See also Economics Writing Tips. 
Student Athletes: We follow NCAA guidelines: 1) You may miss a class for a game. 2) You may not miss a class for a practice. Let me know in advance of planned absences. You are expected to make up missed work.

Students with a disability requiring special consideration: Please provide me with the appropriate letter from the Learning Resources Center indicating what accommodations you require, and I will make every effort to meet your needs.  Please consult with Tina Barnes in the LRC if you need more information.

Grading scale: 96-100:A,  93-95: A-,  90-92: B+,  87-89: B,  84-86: B-,  81-83: C+,  78-80: C,  75-77: C-, 72-74: D+,  69-71: D,  < 69: F    Note: All assignments must be turned in to earn a passing grade for the course.
Grade summary:                     3 tests (20%, 20% and 15%) 
         55%

                                                  Brief written assignments                            5%
                                                  Economics Writing Assignment                 5%
                                                  State of the Economy Assignment            10%
                                                  Fast Food Nation/Time Assignment         10%

                                                  Income distribution assignment                10%

                                                  Class participation                                      5%
                                                                                                                  100%
Course Outline:
All chapter numbers refer to McEachern 8e unless otherwise noted. 
1. Sept. 1 
- Introductory class. 

- Course details… 

- A look at the current state of the economy (Excel plots). 

- Announce writing assignment. Located in P:\Economics\Econ 101\Economics Writing Assignment.
2.  Sept. 3
- Ch. 1. (A Contemporary Introduction).Read the section on Microeconomics and Macroeconomics

- Ch. 1 Read the opening section on “The Economic Problem: Scarce Resources, Unlimited Wants.” 
- Ch. 2.  (Economic Tools and Economic Systems). Read a) the section on the Three Questions Every Economic System Must Answer and b) the section on Economic Systems.

- Recommended reading: Ch. 3. on Economic Decision Makers.

3. Sept. 8

- General discussion of the efficiencies of capitalism and markets in general.
- Production and resources. Review the reading from Ch. 1. on “The Economic Problem…”
- Ch. 1. Read the section on the Simple Circular-Flow model.

- Ch. 2. Read the section on “Choice and Opportunity Cost.”

4. Sept. 10
- Assignment due: Economics Writing Assignment. Assignment posted in P:\Economics\Econ 101\Economics Writing Assignment.
- Ch. 2. Read the section on “The Economy’s Production Possibilities.”

- Ch. 6. (Productivity and Growth) Read the entire chapter. Think about how this material relates to outward shifts of the production possibilities frontier.

5. Sept. 15
- Ch. 2. Read the section on “Comparative Advantage, Specialization, and Exchange.” 

- Additional reading: “Comparative advantage vs. absolute advantage: The case of typing papers vs. ironing shirts.” Located in P:\Economics\Econ 101\Econ 101 Comparative Advantage Example. 

- Recommended reading about comparative advantage from Ch. 18 on “The Gains From Trade.” 

- Ch. 1. Read the section on “The Science of Economic Analysis.”

- Hand out slope assignment. To assist with this assignment, read Ch. 1 Appendix.
6. Sept. 17
- Slope assignment due in class. 

- Ch. 4. Demand and Supply Analysis. Read the following sections: “Demand,” “Shifts of the Demand Curve,” and “Supply.”
7. Sept. 22
- Assignment due: State of the Economy Assignment. Assignment posted in P:\Economics\Econ 101\Economics State of the Economy Assignment.
- Ch. 4. Read the following sections: “Shifts of the Supply Curve,” Demand and Supply Create A Market,” and “Changes in Equilibrium Price and Quantity.”
- Ch. 19. Read the section on Foreign Exchange Rates. This material will be incorporated into the demand-supply analysis. We’ll look at the impact of the 1994 Peso devaluation on US and Mexico supply and demand.
- Application on the labor market: Minimum wage. Read about the analysis of David Card and Alan Krueger. Located in P:\Economics\Econ 101\Econ 101 Card and Krueger.
8. Sept. 24
- Ch. 4. Read the section on “Disequilibrium.” 
- Come prepared with questions for the test from having worked through your practice problems.

9. Sept. 29
- Test #1
10. Oct. 1
- "Alternative Economic Philosophies," from Carson et.al. Economic Issues Today, 6th ed. (pp. 3-31).  Located in P:\Economics\Econ 101\Econ 101 Alt Econ Phil. Read the Conservative and Liberal philosophies.
- Assignment due: Write a summary paragraph of each of the three economic philosophies.
- From the 7e hardcopy, read Ch. 17. on “Externalities and the Environment.” 
11. Oct. 6
- Continue with Carson. Finish the Liberal philosophy and continue into the Radical philosophy.

12. Oct. 8
- Video: The Great Depression (Video #1: A Job at Fords). 

13.  Oct. 13
Assignment due:  Food: Eric Schlosser’s Fast Food Nation and Walsh, Bryon (Friday, August 21, 2009). Getting real about the high price of cheap food. Time, http://www.time.com/time/health/article/0,8599,1917458,00.html 
See other details earlier in syllabus. We will discuss these readings and your assignment as a class and in small groups.
14. Oct. 15
- National Income Accounting: From Ch 7., read the first two sections: “The Product of A Nation” and “The Circular Flow of Income and Expenditure.”  
Fall break: Oct. 19-20
15. Oct. 22
- Continue with circular flow and national income accounting, especially: leakages and injections.

- Read Ch. 13. (Federal Budgets and Public Policy). Pay particular attention to the section on “The Twin Deficits.”
- Fed Governor Ben Bernanke: “The Global Saving Glut and the U.S. Current Account Deficit.” Located in P:\Economics\Econ 101\Bernanke speech on global savings 4-14-05. This material serves as an application of the national income and leakages and injections material. 

- Assignment due: Please write a one page double-spaced typed summary of the Bernanke article. We will discuss this in class. 

- Recommended reading: Ch. 19, (International Finance), especially the section on Balance of Payments.

16. Oct. 27
- Finish Bernanke…

- Construction of Real and Nominal GDP, the GDP Implicit Price Deflator, and the CPI. Read and bring a hard copy to class of: Econ 101: Real vs. Nominal GDP, the GDP Implicit Price Deflator, and the CPI. Located in P:\Economics\Econ 101\Econ 101 GDP Deflator
17. Oct. 29
- Aggregate demand. Read Ch. 5, (Introduction to Macroeconomics). 
- Aggregate supply. Read Ch. 11, (Aggregate Supply). 

- Recommended readings at this time for those who would like a more rigorous explanation of the aggregate demand side of the economy, Chapters 9 (Aggregate Expenditure) and 10 (Aggregate Expenditure and Aggregate Demand). 
- Ch 8. (Unemployment and Inflation). Pay particular attention to the following types of unemployment: frictional, structural, seasonal, and cyclical, and also to the meaning of full employment.

18. Nov. 3
- Fiscal Policy. Selections from Ch. 12 (Fiscal Policy): Focus on the following sections: discretionary fiscal policy, contractionary (recessionary) gaps, expansionary (inflationary) gaps, Great depression, WWII, automatic stabilizers, stagflation, policy overshooting, policy lags, and supply-side policy.

- Read Ch. 17. (Macro Policy Debate: Active or Passive?). 

- Come prepared with questions for the test from having worked through your practice problems.
19. Nov. 5
- Test #2 
20. Nov. 10
- Growth rates and compounding. Reading located in P:\Economics\Econ 101\Econ 101 Growth Rates. Bring a hard copy of this reading as well as your calculator to class! Look ahead to the next class date for an assignment (due then) on the Bernanke reading.
21. Nov. 12
- PC lab session. Topics: Introduction to Excel, on-line economic data retrieval, and data analysis. 
- Read Fed Chair Ben Bernanke’s speech/article, “The Level and Distribution of Economic Well-Being,” (February 6, 2007) prior to class! Located in P:\Economics\Econ 101\Bernanke speech on inequality 2-6-07. 
- Read the assignment (due on Dec. 8) on this topic of income distribution. Located in P:\Economics\Econ 101\Income Distribution Assignment.
- Two assignments due: 
a) Please write a one page double-spaced typed summary of the Bernanke article. 
b) Please write a one paragraph double-spaced summary of the analysis of the difference in well being between the middle and bottom quintile households. This is the sample analysis embedded in the income distribution assignment. 
Note: Both the Bernanke article and the sample analysis of the difference in well being between the middle and bottom quintile households are full of statistical detail. Make sure that you cover at least some of this statistical detail (in addition to the rest of the analyses) in your two summaries. We will discuss both of these readings and assignments in class. 
22. Nov. 17
- Finish lab session.

23. Nov. 19
- Start into fiscal policy. To contrast fiscal policy with the Classical focus on money, from Ch. 16, read the following sections: Classical Equation of Exchange, Quantity Theory of Money, and monetary velocity. 

- Fiscal policy continued. Readings: 

- Ch. 9 (Aggregate Expenditure). 

- Ch.10 (Aggregate Expenditure and Aggregate Demand).

- Ch.12 (Fiscal Policy).

- In-class handouts on Keynesian multiplier model.
24. Nov. 24
- Finish fiscal policy and Keynesian model.
Thanksgiving break Nov. 25-27

25. Dec. 1
- Start into interest rates and monetary policy. Readings:

- Loanable Funds Approach to Interest Rate Determination. Located in P:\Economics\Econ 101\Econ 101 Loanable Funds.
- The Story of Monetary Policy, FRB New York publication. (Handout).
- Recommended readings:  Ch. 14 (Money and the Financial System), Ch. 15 (Banking and the Money Supply), and Ch. 16 (Monetary Theory and Policy).
26. Dec. 3
- Finish loanable funds.

- As time permits: James Fallows, The $1.4 Trillion Question. Located in P:\Economics\Econ 101\Fallows, James, The $1.4 Trillion Question. This material serves as an application of the loanable funds model with respect to the role of foreign savings. 
- Assignment due: Please write a one page double-spaced typed summary of the Fallows article. We will discuss this in class. 

27. Dec. 8
- International economics. Readings: 

- Free trade vs. fair trade vs. protectionism. Located in P:\Economics\Econ 101\Econ 101 Free trade-protection

- Read Ch. 18 on International Trade, especially the section on “Trade Restrictions and Welfare Loss and Arguments for Trade Restrictions.”
- Assignment due: Econ 101 Income Distribution Assignment. Located in P:\Economics\Econ 101\Income Distribution Assignment. See details earlier in syllabus.
28. Dec. 10
- Continue with comparison of free trade vs. fair trade vs. protectionism …
- Read Ch. 20. (Developing and Transitional Economies).
Test #3 Finals week
2
3

