Course Syllabus for Economics 104: Macroeconomics
Scott Beaulier

sbeauli1@gmu.edu
Econ. 104

Spring, 2003

Course Meeting Time: Tuesday, 4:30-7:10 pm

Location: Prince William Campus, Room 220

Office Hours: I promise to be available from 2 pm until 4:30 pm on Tuesday afternoons.  Since I don’t have office space, you will be able to find me in the Prince William library.  If this time is inconvenient, feel free to make an appointment with me for an alternative time and/or location.

Overview: A little over ten years ago, Bill Clinton defeated George Bush Sr. by pointing out that “It’s the economy stupid!”  Clinton and Bush had decidedly different positions on what factors mattered in an economy’s performance.  What was true for Clinton and Bush is true to a much greater extent for academic economists in general.  It is the subject matter of macroeconomics that leads the layman to think that economists disagree.  

This course will steer you through the turbulent waters of macroeconomics.  I will try to show you that there is more coherence and agreement in macroeconomics than many people believe, but we’ll also spend plenty of time on the disagreements.  Throughout this story, we will be primarily concerned with the factors that make the economy go—gross domestic product, inflation, unemployment, and trade.  In addition, we will spend some time on economic development, globalization, and the role of international lending institutions.  More generally, you will be taught to extend simple supply and demand models to better understand history, current global trends, and many popular economic fallacies.  

Prerequisites: I hope that many of you have taken EC103: Microeconomics.  It is not a prerequisite, but it might be helpful.  Fortunately for those of you who have not taken EC103, there will be a brief review of the material covered in that class to bring you up to speed.  Throughout the semester, I will assume that you can handle basic graphical analysis and some algebra.

Required Texts: 

N. Gregory Mankiw Principles of Macroeconomics (2nd ed.)

William Easterly The Elusive Quest for Growth (MIT Press)

This class is concerned with the overall economy of the United States and other countries.  I highly recommend you try to stay in tune with what is going on with the U.S. economy and the economies of developing countries.  Two easy ways to stay in tune are to read The Wall Street Journal or The Economist magazine.  Neither periodical is required for this class, however.

In addition to the required texts, there may be occasions where I hand out additional material in class.  You will be responsible for any of these materials on your exams. 

Grading and Exams: There will be three midterm exams throughout the course of the semester and one final exam.  Only two of your three midterm grades will count towards your semester grade: your lowest performance on the three midterms will be dropped.  THE FINAL EXAM WILL NOT BE DROPPED!  To illustrate my grading policy: if you scored 77, 89, and 84 on your three midterms and scored a 74 on the final exam, I would drop the 77.  Then, I would add the other three scores together to determine your semester grade.  My grading range is the following:

Total Points






Grade

300 (or higher)-280





   A

279-270 A-

269-260 B+

259-250 B

249-240 B-

239-230 C+

229-220 C

219-210 C-

209-200 D+

199-190 D

189-175 D-

174 or below






   F

The “One-Minute Paper”: At the end of each lecture, you will be given the opportunity to earn one point of extra credit for simply taking a minute out of your time to do two things.  First, I want you to summarize what the lecture covered and whether there was anything that did not make sense.  Second, I want you to write down a question related to the material that was covered in class.  The question can relate to something that you did not understand in class, something that you were really interested in, or something from the “real world” that seems to be connected to the material we are covering.

Attendance and “Fairness”: I believe in the freedom of individual choice.  You are free to choose between attending class and not attending class.  There will be no penalty for skipping, nor will there be any monitoring or “mark-up” for those of you who attend regularly.  In sum, this class is a record of what you did do; it is not about what you could have, should have, or would have done had circumstances been different.  People learn in hundreds of different ways, so you are free to approach this class in any way you desire.  

Tentative Outline of Topics:

Weeks 1-2: A Crash Course in the Economic Way of Thinking

Key Concepts: self-interest, rationality, the economist’s analytical framework, opportunity cost, scarcity, rationing, utility, incentives, thinking at the margin, marginal utility, comparative advantage, absolute advantage, production possibilities, efficiency, division of labor, private property, “common” property, “tragedy of the commons”, mutual benefits of trade, the functions of price, law of supply, law of demand, quantity supplied, quantity demanded, equilibrium, entry and exit, elasticity, shifts vs. movements along curves, substitutes, profit, loss, short run vs. long run, consumer surplus, producer surplus, the “invisible hand”.

Assigned Readings: Your assignment is to make sure you are VERY comfortable with Chapters 1-9 of this textbook.  The first two weeks of lecture will provide an overview of this material, but I highly recommend you familiarize yourself with the concepts and terms in these chapters.

Week 3-4: The Key Variables in the Macroeconomy: Gross Domestic Product, Inflation, and Unemployment

Key Concepts: gross domestic product (GDP), consumption, investment, government spending, net exports, national income accounting, reals vs. nominals, the GDP deflator, problems with GDP, problems with measurement in general, inflation, consumer price index (CPI), producer price index (PPI), disinflation, deflation, interest rates, unemployment, the labor force, unemployment rate, natural rate of unemployment, the discouraged workers hypothesis, cyclical, frictional, structural unemployment, unemployment insurance, minimum wage laws, unions.

Assigned Readings:    Mankiw, Chapter 10



            Mankiw, Chapter 11




Mankiw, Chapter 14

Midterm Exam 1 at End of Week 4 or Beginning of Week 5

Week 5: Savings and Investment

Key Concepts: stocks, bonds, financial market equilibrium, mutual funds, savings, surpluses, deficits, debt, loanable funds market, investment.

Assigned Readings: Mankiw, Chapter 13
Week 6: The Monetary System and Inflation

Key Concepts: money, the three functions of money, gold standard, fiat money, demand deposits, M1, M2, M3, the Federal Reserve, central banks, the European Currency Board (ECB), money supply, monetary policy, fractional-reserve banking, T-accounts, money multiplier, reserve requirements, discount rate, money demand, quantity theory of money, velocity of money, MV=PY, Friedman’s dictum, Sargent’s refinement of Friedman’s dictum, costs of inflation. 

Assigned Readings:     Mankiw, Chapter 15




 Mankiw, Chapter 16



Weeks 7-8: International Economics

Key Concepts: exports, imports, world prices, domestic prices, trade balance, net foreign investment, exchange rates, currency appreciation/depreciation, purchasing power parity, trade policy, capital flight, political instability, the case of Argentina.

Assigned Readings: 
Mankiw, Chapter 17




Mankiw, Chapter 18

Midterm Exam 2 at End of Week 8 or Beginning of Week 9

Weeks 9-10: Aggregate Demand, Aggregate Supply, and the Inflation-Unemployment Tradeoff

Key Concepts: recession, depression, aggregate demand (AD), aggregate supply (AS), components of AD and AS, factors that shift the curves, supply side economics, stagflation, liquidity preference, the Keynesian multiplier, stabilization policies and “crowding out”, the Phillips curve, the natural rate of unemployment, adaptive expectations, rational expectations, 

Assigned Readings: 
Mankiw, Chapter 19




Mankiw, Chapter 20




Mankiw, Chapter 21
Week 11: Why Economists Disagree: Contentious Debates Over Macroeconomic Issues

Key Concepts: rules vs. discretion, active stabilization, the role of the central bank, the source of business cycles, the role of fiscal policy and the debt, saving vs. consumption as the driver of long-run growth

Assigned Readings: 
Mankiw, Chapter 22

Midterm Exam 3 at End of Week 11 or Beginning of Week 12

Week 12: The Determinants of Economic Growth

Key Concepts: growth theory, GDP/capita, productivity, physical capital, human capital, natural resources, technological know-how, diminishing returns, convergence, property rights, open borders, population growth and economic growth.

Assigned Readings: Mankiw, Chapter 12

Week 13: Why Growth Matters and the 50 Year History of Development Planning Failures
Key Concepts: what’s at stake, does growth matter—a few numbers to put on the table, the International Monetary Fund, the World Bank, the investment gap, technology and growth, “brain drain”, quality and quantity of education, population control and economic growth, unintended consequences, debt repudiation.

Assigned Readings: Easterly, pp. 1-140

Week 14: What We Know, and What Can Be Done?

Key Concepts: the institutional prerequisites for growth and development, increasing returns and network effects, the role of profit and loss in economic development, mean reversion, political instability and growth, does culture matter, government transparency and accountability, the Economic Freedom Index, reasons for optimism.

Assigned Readings: Easterly, pp. 141-291

YOUR FINAL EXAM WILL BE HELD IN THIS ROOM ON TUESDAY, MAY 13th FROM 4:30 pm-7:15pm!

