Economics 2307

Macroeconomic Principles

Spring 2008
Mr. Thomas A. Odegaard

My office is H 109.3; phone is 710-4893; email address is Thomas_Odegaard@Baylor.edu.  Office hours are MW, 10-11 and 2:30-5; TTh, 3-5; F, 3-4; and by appointment.
Important Notice:

Please note:  The Hankamer School of Business requires that all BBA students must earn a C (or better) in all lower level core courses before advancing to the next course and before being accepted into the Business School in their junior year. 

Economics 2307 is one of these courses.  Thus, in order to be admitted to the Business School and to take advanced level courses, BBA students must earn at least a C in Economics 2307.

The idea is to improve students’ success in upper level business courses.  Failure to earn at least a C in a core business course may be a signal that a route other than a BBA may be appropriate for one’s time at Baylor.
Required text: 
Frank and Bernanke.  Principles of Macroeconomics, 3rd edition.

Additional reading:

You should read a good newspaper and newsmagazine regularly, as economic issues appear and are discussed on a daily basis.  Such news items provide a way to practice with the theory discussed in class and provide examples of the kinds of phenomena that economic theory is intended to explain.  A further resource is Peter Kennedy’s course page (http://www.sfu.ca/~kennedy/), particularly the large number of multiple choice questions available there (with answers; these may be helpful in practicing for examinations).  Sources of macroeconomic data include the U. S. Department of Commerce’s site, which provides national income accounting data (www.bea.doc.gov); the Labor Department’s Bureau of Labor Statistics site, which provides price and employment data (stats.bls.gov); and the Fed’s Board of Governor’s web site, which provides access to many resources, including money supply data, as well as access to each of the regional Bank’s web sites (www.federalreserve.gov).  Finally, the Economic Report of the President (from the Council of Economic Advisors) provides much data of a variety of kinds, as well as analysis of economic events (www.gpoaccess.gov/eop/).  

You may also wish to note the supplementary material on the web site the text’s publisher has provided (www.mhhe.com/economics/frankb3).

Examinations:

There will be three one-period examinations, to be given on February 7, March 6, and April 10.  The final examination is comprehensive and will be given on Thursday, May 8, 11:30-1:30.  Please note:  attendance at examinations is required.  No makeup examinations will be given.  Absences from examinations will not be excused except for the most serious, unavoidable reasons.  Acceptable reasons include official University business; or serious illness or death, to you or to a member of your immediate family.  You must document fully any reason for absence from an examination.  Any unexcused absence from an examination will result in a grade of zero for that examination.  An excused absence from an examination permits you to substitute the average of your other examination scores (including the percentage score on the final examination) for the missed examination score.  If you know you will be out of town on official University business on the day of the examination, please let me know in advance.  It may be possible for you to take the examination early.

Grading policy:

Your command of the course material determines your course grade:  that is, you tell me what to record as your course grade by your performance on examinations and on other class work:  homework; and any quizzes we may have.

You can earn a maximum of 500 points by your work in this course.  Each one-period examination is worth 100 points, the final examination is worth 150 points, and homework is worth 50 points.

Letter grades will be assigned as follows:  

A:
425-500


C+:
360-374


F:
<275

B+:
410-424


C:
300-359

B:
375-409


D:
275-299

There is no such thing as a curve or extra credit work.  I reserve the right to add 1 or 2 points to your semester total, based on improvement, attendance, class participation, and faithfulness in doing homework.

Please note that the University requires that you attend 75% of class meetings to receive credit for this course.  This means I must record a grade of F if you accumulate 11 absences or more.  (Yes, this does include the first day of class; and the University does not care whether or not the absences are excused.)

Academic responsibility:

You are responsible for all course material.  This includes material contained in the text and that covered in class.  Class discussion may extend and supplement the text, or cover material not discussed in the text.  Regular class attendance is expected, as economics is theoretical and cumulative in its nature.  You should read assignments in advance of class discussion of course material, in order that such discussion makes sense to you.  Homework assignments are due at the beginning of class; late homework assignments will not be accepted for credit.   You may consult with each other on the homework assignments, but-in the end-you must submit your own work, not simply make one copy for the group with each participant turning in the same copy.
It goes without saying (although I’m saying it anyway) that work you turn in under your name is your work, not someone else’s.  Plagiarism (any and all forms of cheating) is unacceptable.  Please check the Student Handbook (“Honor Code”) for a full discussion of this issue, including penalties for Honor Code 
violation.
Classroom etiquette:

The Dean asks that you not bring food or drinks into the classroom, please.  Thank you for observing this request.
Cautions and alarms:

Economics is sometimes thought to be difficult.  There may be several reasons for this:

1. It is an analytically oriented discipline.

2. To many, it is an entirely new way of thinking about people and events.

3. It involves learning a language that, in part, is new.

4. To an important degree, the subject matter is cumulative.

The best way to overcome difficulties is to set aside regular, frequent study sessions.  It may be necessary for you to read and work through some course material several times (2? 3? 5?) for full comprehension.  I suggest you begin the term by committing about 10 hours per week to this course, including the time spent in class.  Small group sessions may be helpful once you have spent serious time with the material by yourself.  By far the easiest way to master the material is regular class attendance.  Homework assignments are intended to help you get ready for examinations.  
Beware!  Learning the vocabulary of economics is not the same thing as learning economics.  How do you learn economics?  The same way you learn other useful skills (such as playing a musical instrument, turning the double play, or getting up-and-down from off the green):  by practicing.  Class meetings provide good, low-cost opportunities to try out your skills, to practice economics as a way of thinking.  Questions are welcomed and encouraged.
Part of your practice will involve becoming more comfortable with two languages economics uses extensively to help think about problems:  geometric language and algebraic language.  Graphs and equations are simply alternatives to English, and they are particularly helpful ways of doing economic analysis.

What’s going on here, anyway?

Macroeconomics studies the performance of entire economies, rather than the performance of particular industries or firms.  It examines phenomena such as output, employment, inflation, interest rates, and exchange rates.  In addition, it examines questions like why some countries are rich and others are poor  (the question of economic growth), and why the rate of economic growth slowed from the early 70s to the early 90s (and why it’s increased since then); and why we see fluctuations in the level of economic activity (booms and recessions), with their associated changes in unemployment rates.  We’ll argue that, at least as a useful first approximation, that short-run fluctuations in the level of economic activity are driven primarily by aggregate demand shocks, while economic growth (long-run changes in the level of economic activity) is driven primarily by aggregate supply shocks (especially by technological change).  We’ll also examine the prospects of improving macroeconomic performance by applying monetary and fiscal policy.  Other issues include the role of money in the economy, and the relevance of government deficits and trade deficits (do they matter?  If so, how?).  

Why should we care about macro?  First, macro terminology and issues are in the news on a daily basis, and it’s useful to have some sense of what people are talking about.  Additionally, events beyond our control can have a large effect on our lives.  Macroeconomic forces affect our ability to get good jobs and hold them during bad times, and influence our ability to provide for our retirement.  They also affect our ability to finance the purchase of large items (college tuition; cars; houses).  Further, the macro economy provides the context, the environment for the performance of individual firms and industries, thus affecting our ability to “do well”.  A good understanding of macro helps us to be better citizens and business people, and it may help protect ourselves from economic disaster.

Course Schedule:  (Provisional; all chapter numbers refer to the Frank/Bernanke text.)

Weeks:

1:
1 (skim; on your own); appendix, 1 (on your own); 2 (pp. 47-51); 3

2:
3; 4

3:
5; 6

4:
7; examination 1, February 7 

5:
8

6:
9

7:
10

8:
12; examination 2, March 6 

9:
12

10:
13; Appendix A, Appendix B
11:
14 (see also p. 300); Appendix, 14
12:
14; 15; examination 3, April 10 

13:
15

14:
11 (pp. 306-316); 18

Final Examination:   May 8, 11:30-1:30

