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Course Description: The Challenge of Macroeconomics
This course is about the behavior of economic systems at the national and international levels. Topics include the methodology of economics as a social science, supply and demand, definition and measurement of important macroeconomic variables and theoretical models of growth, inflation, interest rates, unemployment, business cycles, stabilization policy, exchange rates and the balance of payments. The object of this course is to provide you with a general introduction to the study of economics, then to equip you with a responsible, participating citizen’s knowledge of macroeconomic theory and policy. This course is part of the Global Experience track in General Education Cluster 4 (see http://www.jmu.edu/gened/cluster4.html); note that significant parts of the content in this class are explicitly international and global in scope.

Legal Note
Students are prohibited from selling notes for this course to any person or commercial firm (or being paid to take notes or posting materials from this class online) without the express written permission of William C. Wood. Copyright © 2011 as to this syllabus and all lectures.


Course Goals
By the end of the course, the well‑prepared student will be able to explain and apply each of the concepts below:

Methodology of economics as a social science
1.
Micro- vs. macroeconomics
2.
Positive vs. normative economics
3.
Scarcity, choice and production possibilities
4.
Opportunity cost and comparative advantage
Supply and demand
5.
Demand and the Law of Demand
6.
Movement along demand curve vs. shift of entire curve
7.
Supply and the “Law” of Supply
8.
Market equilibrium
9.
Applications of the supply-demand model
10.
Price ceilings and floors
Definition and measurement of important macroeconomic variables
11.
Two (and a half) great questions of macroeconomics 
12.
The circular flow of income and product
13.
Gross Domestic Product, nominal and real 
14.
Measuring inflation: CPI and GDP deflator

Theoretical models of growth, inflation, interest rates, unemployment,
business cycles, stabilization policy, exchange rates and the balance of payments
15.
The Rule of 70
16.
Productivity, growth and aggregate supply in the long run
17.
Saving and investment as harmonized in the financial system
18.
The loanable funds model
19.
Unemployment and the natural rate of unemployment
20.
The nature of money
21.
The Federal Reserve and the monetary system
22.
How banks create money
23.
Multiple expansion of deposits
24.
Causes and costs of inflation
25.
The quantity theory of money
26.
The Fisher effect
27.
International flows of funds
28.
Exchange rates and their determination
29.
Basic concepts of exports, imports and the balance of payments
30.
The nature of short-run economic fluctuations 
31.
Aggregate demand and aggregate supply
32.
Why the aggregate demand curve slopes down
33.
Aggregate supply in the short run and in the long run
34.
The Federal Reserve and monetary policy
35.
Monetary policy in the short run
36.
Fiscal policy in the short run
37.
Issues in fiscal policy
38.
Short- and long-run effects of policy
39.
The Phillips Curve and its embodied tradeoff
40.
Current issues in macroeconomic policy: five debates


Required Texts
The required text is Principles of Macroeconomics (Mason, Ohio: Thomson, 5th ed., 2009 ISBN 0324589999) by N. Gregory Mankiw, with the accompanying Study Guide (ISBN 0324591195). Page numbers, exercises and some of the content will not match if you try to use a different edition of the textbook. By its nature, economics is difficult to read in large blocks. You are encouraged to keep up with the reading as assigned. 

Grading
Your grade will be based on ten card quizzes, two 75-minute tests and the final examination. On the tests and the final, roughly half of the material is multiple choice and the other half is free response (diagrams, problems and short essay). Dates of tests are listed in the course outline. To promote a casual atmosphere, participation is not graded. The point breakdown is as follows:


	Card quizzes (10, lowest 3 dropped)
	70

	Test 1 
	65

	Test 2 
	    65

	Final Examination     
	100

	Total
	300


Attendance and Excuses
If you attend class responsibly, you will not have any problems with my attendance and excuse policy. For those who require more detailed notice, read on.

[Begin bureaucratic language.] There are no excuses for card quizzes; three are dropped, giving you three automatic excuses for the 10 quizzes. For the larger tests, there are four categories of automatic excuses if you notify me before test time: your own illness, a family emergency, a University-sponsored trip and a religious holiday. For any other reason, or if you fail to notify me before test time, you are in grave danger of receiving a zero for an unexcused absence. Excuses are never granted for early departure for leisure travel. Excuses are never granted for “too much other work”; everyone in this class has too much other work, including the instructor. “I didn’t read the syllabus” is never an excuse. All absences, whatever the reason, become unexcused if 24 hours elapse after test time with no communication about your absence. For excused absences, the weight assigned to your final exam will be increased as a makeup. There is no other form of makeup work. “Sleeping through a test” is not an excused absence and will result in penalties of 10 points per hour late. [End bureaucratic language.]

Academic Honesty
I fully support the honor system at James Madison University and I will assume that students are behaving honorably unless they give me reason to believe otherwise. My specific interpretation of the University honor system includes the following policies: 

1.
It is dishonorable to turn in a test, thereby representing it as your own work, if you received any form of help during the examination period. Such help could include reference to books or notes, or copying from another student’s paper. I do not give “open-book” or “open-anything” tests in this class.

2.
It is dishonorable to take from the examination room any test or part of a test. Tests are clearly marked “THIS TEST IS NOT TO CIRCULATE” to remind students of this.

3.
It is dishonorable to study for a test using previous tests that I have given; in each case, the previous test was given under the honor system of JMU or another school, with students clearly warned not to take any test or part of a test away from the examination room. Therefore, any test I have given since 1986 can only come into the possession of a student today through dishonorable means.

4.
No calculators, wireless phones or other mobile electronic devices may be used on tests.

5.
Students whose native language is not English are permitted to consult a language dictionary during tests to aid with interpretation of questions and writing of answers.

6.
If you have a documented learning disability, see me before the day of the first test to discuss your access plan.

7.
In keeping with JMU’s academic policy, there is no “secret extra credit” or favoritism in this class. See http://cob.jmu.edu/woodwc/fairness for details.

8.
Any questions you have about the grading of tests and assignments during the semester must be raised on or before the last day of class.


How to Contact the Instructor

	Office Hours
	Monday and Wednesday 8-10 a.m.;
and Wednesday only 2-3:30 p.m.
427 Zane Showker Hall
(Often available afternoons at Business Outreach Center, 1598 S. Main St., Room 9)

	Phone
	(540) 568-3243 (voicemail active)

	Mailbox
	Economics Department, 436 Zane Showker Hall

	E-mail
	woodwc@jmu.edu

	Web
	http://cob.jmu.edu/woodwc



Inclement Weather Policy
The official JMU policy says: “Decisions to close university operations will be made by the President or a designee. If the decision to close is made, announcements will be made on JMU radio station 1610AM, on the JMU Home Page on the World Wide Web and on area radio and television stations.”

If JMU isn’t closed, assume that the class will meet – particularly if a test is scheduled. If JMU is closed on a scheduled test day, the test will be given on the next class day that JMU is open. Classes cancelled because of weather will be made up with online sessions via Blackboard’s Elluminate feature.

The Pet Peeve
According to a long-standing academic custom, you’re required to avoid one particular classroom behavior – chosen by the professor – regardless of whether you think it’s reasonable. In this class, that behavior is reading something else during class, whether it’s a newspaper, novel, text messages or notes from a previous class day. If you get up and leave, there is no penalty levied and no notice taken. 

Topics and Dates

1. Introduction to Economics: Scarcity, Choice and Production Possibilities
    Mankiw, chs. 1, 2, 3

2. Allocation by Price: Supply and Demand in Individual Markets
    Mankiw, ch. 4; also, pp. 113-123
 
3. Macroeconomic Measurement: Taking the Pulse of the Economy
    Mankiw, chs. 10, 11
 
4. The Long Run: Productivity and Growth, Saving and Investment 
    Mankiw, chs. 12, 13


TEST 1: Thursday, February 10 (65 pts.)


5. The Long Run: Unemployment and the Financial and Monetary System
    Mankiw, chs. 14, 15, 16

6. Money and Inflation
    Mankiw, ch. 17
 
7. The Balance of Payments and Related International Issues
    Mankiw, ch. 18

8. Determination of Prices and Output in the Short Run
    Mankiw, ch. 20


9. Monetary and Fiscal Policy
    Mankiw, ch. 21


TEST 2: Thursday, April 14 (65 pts.)

10. Macroeconomic Policy in Practice
    Mankiw, chs. 22, 23

FINAL EXAMINATION (100 pts.): Thursday, May 5, 8 a.m.

















