  Intermediate Macroeconomics Econ 207, Fall Semester 2009
Professor John Abell
Office hours: MW 10:30-11:30 AM, or by appointment. Main #7. Phone #  947-8502 (office).
Textbook: Macroeconomics 9th ed., Richard Froyen. The syllabus is based on the 9e, but any edition from any source at any price is OK with me. Be apprised that the chapters may not match up, so be careful.
Other readings will be e-mailed, placed in the P: drive (Economics folder, then Econ 207 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: A course in macroeconomics at the intermediate level builds upon the foundations that were established in the macro principles course.  The topics will be familiar: economic growth, Federal Reserve monetary policy, interest rates, unemployment rates, inflation, etc., but the analysis will be undertaken with significantly more rigor and sophistication.  There will be particular emphasis on the use of economic models (graphical and mathematical) to assist in our understanding of various economic linkages.  In addition, there will be a significant section of the course devoted to empirically testing some of the theoretical relationships.
     As an example of the kinds of theoretical economic relationships we will examine, consider an increase in the nation’s money supply by the Federal Reserve. We will trace this policy change throughout the economy (both domestic and global) to its logical conclusion.  Financial markets will be affected first as interest rates experience downward pressure.  How far rates fall will depend on factors such as the extent to which market participants view the Fed as having credibility (especially as an inflation fighting institution), and the long-term effects will be a function of whether the Fed action is seen as permanent or temporary policy.  Lower interest rates might eventually be expected to influence domestic investment in a positive manner, yet, at the same time, cause downward pressure on the value of the U.S dollar relative to other currencies, everything else equal.  Additional domestic investment coupled with a weaker dollar might work in combination to increase the demand for U.S. goods and services, causing GDP to rise and causing more workers to be hired.  There are a number of other subtleties we will investigate, but this example should serve as an indicator of the level of understanding you’ll have after taking this course.  This course will also 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 1/3 of the material), comprised of essay questions and detailed analytical problems. The exams will test: 1) your understanding of economic theory and models, and how policy changes work within the context of those models to affect various sectors of the economy, 2) your ability to apply textbook theory to current economic events, and for the third test, your understanding of the poverty research material.  The exams collectively represent 65% of your grade, with 25% weighting on the two highest and 15% on the lowest.

Practice Problems: To help you prepare for each exam I have prepared practice problems. They are located in P:\Economics\Econ 207\. (File names: Econ 207 Prac Prob #1, #2, and #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 with answers for most, but not necessarily all questions:  Econ 207 Answer Key #1, #2, and #3.  I recommend that you work through the problems (attempting to write out detailed answers) without the answer keys first!  If all you have ever done by test time is to browse through an answer key without having actually worked through the questions, then you will discover that you are not really ready to write out a satisfactory answer on your own. 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 for each set—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.

#1) As a motivator for you to keep up with your reading, there will be a number of written assignments (perhaps 5-10). 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. These are collectively worth 5% of your grade.
#2) State of the Economy Assignment. This is a multi-faceted assignment designed to a) improve your writing, (including use of the APA writing style), and b) give you an opportunity to combine writing and research skills in an analysis of the current state of the economy. Yes, this is the same basic assignment as in Econ 101, but the economy has changed since you took Econ 101. I expect new and more sophisticated analyses from you this time! (and better written)! The details are located in: P:\Economics\Econ 207\State of the Economy Assignment. Due September 22. (15% of your grade).
Because this assignment is so heavily focused on writing and the use of the APA writing style, I bring to your attention the following 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. 
- 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. 
- There is a useful guide that illustrates how to write persuasively, and also makes you aware of the techniques others may employ to persuade you: 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.

- 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
Homework: There will be occasional formal homework assignments (more detailed and technical than the brief assignments listed above), accounting for 10% of your grade.

End-of-semester research project:

In this project, we will empirically test the following two hypotheses: 1) An increase in economic growth decreases poverty rates, and 2) An increasingly unequal distribution of income diminishes the ability of economic growth to decrease poverty rates. This project serves three purposes: 1) It is an empirical extension or application of the topic of economic growth covered earlier in the semester. 2)  It exposes you to some of the literature on the economics of poverty. 3) It also expands your knowledge of empirical research: a)  You’ll use the scientific approach to problem solving, b) You’ll identify, collect, and manipulate/transform data from on-line sources (Economagic.com and US Census), and c) You’ll learn to empirically test hypotheses using a variety of statistical techniques, including regression analysis.  Microsoft Excel will be used. Rather than writing a paper, you will be tested on the concepts learned from this research project as part of your 3rd test during finals week.

Attendance and class participation: The material we will cover this semester is rather technical, and the models we will encounter will build sequentially on a class-by-class basis. Therefore, missing classes is not recommended.  I reserve the right to assess grade penalties if absences become a serious problem.  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 an A-).

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 R-MWC and taken seriously. There is a useful section addressing plagiarism (and how to avoid it) in the  R-MWC Student Handbook. I also address this (especially regarding Economics writing) in a piece called Abell’s Writing Tips, located in Dokeos.
Student Athletes:  We will follow NCAA guidelines: 1) You may miss a class for a game. 2) You may not miss a class for a practice.  You will be expected to make up any work that is missed because of a game.

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.

Grade summary:

                       Three exams (25%, 25%, and 15%)                 65%

                       Brief written assignments                                   5%
                       Economics Writing Assignment                       15% 
                       Homework                                                        10%

                       Class participation                                              5%
                       Total                                                                100%  

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  
Course outline:  

All chapter references are to Froyen’s Macroeconomics 9e unless noted otherwise. Dates are based on the Gregorian calendar unless otherwise noted.

1. Sept. 1. 

- Introductory class. 

- Course details… 

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

- Announce assignment: Located in P:\Economics\Econ 207\State of the Economy Assignment.
2. Sept. 3. 
- Read Ch. 1. (Introduction).

- Read from Ch. 2. (Measurement of Macroeconomic Variables) sections 1-5. Focus on national income accounting.
- Read from Ch. 5. (The Keynesian System (I): The Role of Aggregate Demand), the section on “The simple Keynesian model: Condition for equilibrium output.”
3. Sept. 8. 
- National income accounting continued…
- Fed Governor Ben Bernanke: The Global Saving Glut and the U.S. Current Account Deficit. Located in P:\Economics\Econ 207\Bernanke speech on global savings 4-14-05. This material serves as an application of the national income and leakages and injections material from Chs. 2 and 5.
- As time permits: Growth rates and compounding. Reading located in P:\Economics\Econ 207\Econ 207 Growth Rates. Bring a hard copy of this reading as well as your calculator to class! Note: Much this material was covered at the 100 level. I will only briefly cover the background material on pp. 1-3 of this reading. Please come to class having answered questions 2 and 4 on p. 3. For us, the material that extends our understanding of growth rates beyond the 100 level starts at the bottom of p. 3, where the calculation of growth rates using non-annual (i.e., monthly or quarterly) data is introduced.

4. Sept. 10.
- Continue with growth rates…

- Real vs. nominal variables. Construction of RGDP, NGDP, and price indexes. Read Econ 207: How to construct Real GDP, Nominal GDP, the GDP Deflator, and the CPI, located in P:\Economics\Econ 207\Econ 207 GDP deflator. I will NOT cover this in class. You have seen this at the 100 level and are responsible for learning this on your own. 
- Application of real vs. nominal quantities: US Open tennis prize money vs. blue collar wages.
- If time allows we’ll start into classical economics Ch. 3.
5. Sept. 15. 
- Classical economics. Ch. 3.  (Classical Macroeconomics (I): Equilibrium Output and Employment). 

- Additional coverage of labor markets. Abell: Econ 207 Labor Markets Chapter, located in P:\Economics\Econ 207\ Econ 207 Labor Markets Chapter.

6. Sept. 17. 
- Labor markets continued. Focus on (non-classical) labor market extensions.

7. Sept. 22.
- State of the Economy Assignment due in class. 
Classical economics continued… Ch. 4. (Classical Macroeconomics (II): Money, Prices, and Interest).
- Additional coverage: Abell: Econ 207 Classical AS-AD Chapter, located in P:\Economics\Econ 207\Econ 207 Classical AS-AD Chapter.

- If time allows, additional coverage of loanable funds (beyond Ch. 4): Abell’s Loanable Funds Approach To Interest Rates. Located in P:\Economics\Econ 207\Loanable Funds model.
8. Sept. 24.
- Economic growth. Abel and Bernanke, Macroeconomics 4e, Ch. 6 Long-Run Economic Growth (Library Reserve). Optional/recommended readings from Froyen: Chs. 19 and 20.  

9. Sept. 29.
- Economic growth continued…
- Come prepared with questions for the test from having worked through your practice problems.

10. Oct. 1.
- Test #1
11. Oct. 6.
- Aggregate demand: Ch. 5 The Keynesian System (I): The Role of Aggregate Demand.

12. Oct. 8.
- Aggregate demand, Ch. 5 continued…

- Assign homework for Ch. 5, located in P:\Economics\Econ 207\Econ 207 Homework Froyen Ch. 5.
13. Oct. 13.
- Construction of IS and LM models: Ch. 6. (The Keynesian System (II): Money, Interest, and Income). 

- Ch. 6, Appendix 1. (The Algebra of the IS-LM Model).

- Also, for details on the construction of the IS curve, see Colander and Gamber, (2002), Macroeconomics, pp. 222-226 (Library reserve). They treat the IS curve in a more user-friendly manner than Froyen. I will use their approach in class.

14. Oct. 15. 

- IS-LM Ch. 6 continued…

Fall break: Oct. 21.

15. Oct. 22.
- IS-LM Ch. 6 continued…

- Assign homework for Ch. 6, located in P:\Economics\Econ 207\Econ 207 Homework Froyen Ch. 6.
16. Oct. 27.
- Applications of the IS-LM model. Ch. 7. (The Keynesian System (III): Policy Effects in the IS-LM Model).

- Ch. 7 Appendix 1. (Monetary and Fiscal Policy Multipliers in the IS-LM Curve Model).

17. Oct. 29.
- IS-LM applications, Ch. 7 continued…
18. Nov. 3.
- IS-LM applications, Ch. 7 continued… Focus on liquidity traps.

- Come prepared with questions for the test from having worked through your practice problems.

19. Nov. 5.
- Test #2 
20. Nov. 10.

- Keynesian AD-AS model: Ch. 8. (The Keynesian System (IV): Aggregate Supply and Demand).

21. Nov. 12.
- Keynesian AD-AS Ch. 8. continued…

22. Nov. 17.
- Monetarism: Ch. 9. (The Monetarist Counterrevolution).

23. Nov. 19.
- Monetarist vs. Keynesian economics: Ch. 10. (Output, Inflation, and Unemployment: Alternative Views).

24. Nov. 24.

- Rational Expectations: Ch. 12. (New Classical Economics).

Thanksgiving Break Nov. 25-27.

25. Dec. 1.
- Meet in Lab, Main 138.

- Econometric/statistical overview (in preparation for the poverty research project). Read Correlation and Regression Analysis, located in P:\Economics\Econ 207\Correlation and Regression Analysis. 

- Assignment. Details located in P:\Economics\Econ 207\Econ 207 Correlation and Regression Assignment.

26. Dec. 3.
- Meet in Lab, Main 138.

- Application: Economic growth and poverty. 

 Readings: 

 a) Isabel Sawhill, “Poverty in the U.S.: Why Is It So Persistent?” Journal of Economic Literature, Vol. XXVI, September 1988, pp. 1073-1119. Online via JSTOR: http://www.jstor.org/stable/2726525?&Search=yes&term=Literature%2C&term=pp.&term=Isabel&term=1073-1119.&term=Journal&term=Sawhill%2C&term=XXVI%2C&term=%22Poverty+in+the+U.S.+Why+Is+It+So+Persistent%3F%22&term=Economic&term=1988%2C&term=Vol.&term=September&list=hide&searchUri=%2Faction%2FdoBasicSearch%3FQuery%3DIsabel%2BSawhill%252C%2B%25E2%2580%259CPoverty%2Bin%2Bthe%2BU.S.%253A%2BWhy%2BIs%2BIt%2BSo%2BPersistent%253F%25E2%2580%259D%2BJournal%2Bof%2BEconomic%2BLiterature%252C%2BVol.%2BXXVI%252C%2BSeptember%2B1988%252C%2Bpp.%2B1073-1119.%2B%26wc%3Don%26dc%3DAll%2BDisciplines&item=1&ttl=1&returnArticleService=showArticle
b) Barry Hirsch, “Poverty and Economic Growth: Has Trickle Down Petered Out?” Economic Inquiry, Vol XVIII, Jan. 1980, pp. 151-158. Online at: http://www2.gsu.edu/~ecobth/EI_Poverty_&_Economic_Growth_Jan80.pdf
c) World Bank World Development Report 2000-2001, Chapters 2 and 3.  http://web.worldbank.org/WBSITE/EXTERNAL/TOPICS/EXTPOVERTY/0,,contentMDK:20194762~pagePK:148956~piPK:216618~theSitePK:336992,00.html
- Assignment: Write a one-page summary of each article and bring them to class.
- If time allows, start into data collection.
27. Dec. 8. 
- Meet in Lab, Main 138.

- Continue with data collection and analysis. 

- Preliminary regression models.

28. Dec. 10
- Meet in Lab, Main 138.

- Finish regression models.
- Discuss results.

- Reminder: All of this material on poverty, including lab results is fair game for test #3.
Test #3 Finals week
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