ECO 120 


     Global Macroeconomics


            Fall 2010

Taggert J. Brooks, Ph.D.

Department of Economics

Office: 403 O Carl Wimberly Hall

Phone: (608) 785-5295

Fax: (608) 785-8549

Office Hours: T,R 10:00am-11:00am, by Appointment, or Drop IN anytime
E-mail: brooks.tagg@uwlax.edu
Homepage: http://www.uwlax.edu/faculty/brooks
Weblog: http://www.arandomwalk.blogspot.com
Voicemail: http://www.uwlax.edu/faculty/brooks/contact.htm
Section 05: T, R 11:00-12:25 C. Wimberly Hall Room 203
Class Description:
From the course catalog:

Introduction to the functioning of the world economy. Applications of economic principles to domestic and international problems with an introduction to economic systems, economic thought, and economic history around the world. General topics include: the economics of international trade* and exchange rates, global macroeconomics, international monetary systems, and economic development. 

*We no longer cover trade in 120, it is covered in 110.

ECO 120 Objectives:
The major purpose of this course is to provide students with an analytical framework for life-long independent thinking about global economic issues.  Additional objectives include: (1) cultivating students’ understanding and appreciation of the historical development of economic ideas and economic systems around the world, (2) introducing students to the tool of macroeconomic analysis and their application to achieving stability and growth in the world economy, and (3) promoting student awareness of the interdependence of national economies and the consequent necessity for global cooperation in coordinating macroeconomic policy.

Goals for this class:

This class satisfies several important requirements and serves many different curricular functions.  These functions include being part of the general education program, being a requirement for admission into the college of business, and being a requirement for an economics major.  The goals for each of those programs can be found on their respective websites.

CBA undergrad curriculum goals

http://perth.uwlax.edu/ba/undergrad/uccgoals.html
General Education Goals

http://www.uwlax.edu/records/01-03/UG-Cat/graduat.html#_UW-LA_CROSSE_GENERAL
Goals for an Econ major

1. Access existing knowledge

2. Display command of existing knowledge

3. Interpret existing knowledge

4. Interpret and manipulate economic data

5. Apply existing knowledge

6. Create new knowledge

Adapted from Hansen (2001) and Bloom’s Taxonomy.  Think of this as a ladder you are climbing, by the time you graduate you should be on the fifth rung, reaching for number six.

What does this really mean?

My goal is to improve your abilities as a student, both your ability to write and your quantitative abilities (which are highly associated with your ability to think logically).  I will also strive to improve your ability to think critically about the economic ideas and phenomenon you encounter in the world around you.  I will do this in the context of a study of the macro economy.

Class Outline and Additional Readings (tentative and subject to change)

Required Text:

Hubbard, R. G. and A. P. O'Brien (2010). Macroeconomics. Upper Saddle River, NJ, Pearson Prentice Hall.

Resources for the previous (second) edition: http://wps.prenhall.com/bp_hubbard_macro_2/
Previous Textbook and Resources:

Case, K. E., & Fair, R. C. (2004). Principles of Macroeconomics (7th ed.). Upper Saddle River, NJ: Prentice Hall. Student resources, including online practice quizzes are available here: http://wps.prenhall.com/bp_casefair_macrof_7e And additional student resources are available here:
http://myphlip.pearsoncmg.com/cw/mplistres5.cfm?vbookid=596
Additional readings will be required and distributed electronically, in class, or links are provided in this syllabus.  If you miss a class it is up to you to make sure that you have all the materials that were distributed.

ECO 120 Learning Objectives 

Broad Learning Objectives:

1. Compare and contrast the performance of an open economy in terms of the short-run and the long-run. 

2. Evaluate the impact of macroeconomic policies on the long-run growth path of an economy and short-run business cycle fluctuations.

3. Develop an informed interest in an economy interacting in a global environment.

4. Accept responsibility for learning and develop the desire for life-long learning in order to become an active citizen.

5.
It is expected that comparisons will be made between the US and other countries when discussing unemployment, inflation, output, cyclical fluctuations, and economic growth.  

Specific Learning Objectives, Concepts and Topics: Class Outline and Additional Readings (tentative and subject to change)**
Module 1: Introduction

Explain the fundamental economic problem.

Required Readings: Hubbard and O’Brien Chapter 1, 2
Multimedia: http://www.ted.com/talks/laurie_santos.html
Define and provide an example of opportunity costs.

Required Readings: Hubbard and O’Brien Chapter 2
Explain how the production possibilities curve illustrates the concepts of scarcity, choice, and opportunity cost.
Required Readings: Hubbard and O’Brien Chapter 2
Module 2: Supply and Demand

Forecast changes in equilibrium price and quantity for a given change in a non-price determinant of demand or supply.

Required Readings: Hubbard and O’Brien Chapter 3, 4
Recommended Reading: O’Rourke, P.J., Eat the Rich: A Treatise on Economics, Atlantic Monthly Press, New York, 1998.  Chapter 1: http://www.bookbrowse.com/index.cfm?page=title&titleID=215&view=excerpt,

Chapter 6
Multimedia: http://www.youtube.com/watch?v=Y-8NuZZPD9E
An Application of Market Demand and Supply:  Exchange Rate Markets

Using the model of market demand and supply explain how exchange rates are determined.

Explain the difference between currency appreciation and currency depreciation and determine if the dollar has appreciated or depreciated relative to a foreign currency.



Determine the impact of changes in exchange rates on international trade.  

Required Readings: Hubbard and O’Brien Chapter 3, 4, pages 581-588, 604-619
Required Readings: McCurrencies. (2003, April 24th). The Economist.

Recommended Reading: http://fx.sauder.ubc.ca/PPP.html
Active Learning: Exchange Rate Demonstration
Module 3: Measuring Aggregates

Aggregate Output 


Define gross domestic product and explain how it is measured using the expenditure approach.


Explain the difference between nominal and real GDP.


Required Readings: Hubbard and O’Brien Chapter 7

Recommended Reading:

Genuine Progress Indicator (GPI) http://www.rprogress.org/newprograms/sustIndi/gpi/index.shtml
Recommended Reading: Mirror, Mirror on the Wall. (2004, June 17th). The Economist. http://www.economist.com/displaystory.cfm?story_id=2765877 
Active Learning: Dating changes in GDP.
Unemployment Rate 

Define unemployment and explain how it is measured.


Discuss, from a macroeconomic standpoint, the costs of unemployment.


Define the natural rate of unemployment.


Required Readings: Hubbard and O’Brien Chapter 8
Recommended Reading: Up the NAIRU Without a Paddle. (1997, March 6th). The Economist. http://www.economist.com/displaystory.cfm?story_id=145166
Active Learning: Dating changes in Unemployment Rate
Inflation


Define inflation and explain how one can measure it.


Identify problems with measuring inflation.


Explain the problems inflation presents.


Required Readings: Hubbard and O’Brien Chapter 8, 

Required Reading: Radford, R. A. (1945). The Economic Organisation of a P.O.W. Camp. Economica. http://www.uwlax.edu/faculty/brooks/eco120/pow camp.htm
Recommended Reading: Duff, C. (1997, January 16). Eyes on the Price: Is the CPI Accurate? Wall Street Journal, p. A 1

Multimedia: http://econblog.aplia.com/2006/08/how-to-cure-inflation.html?showComments=false

Active Learning: Dating changes in Inflation
Interest Rates (nominal and real interest rates)


Explain the difference between nominal and real interest rates.


Required Readings: Hubbard and O’Brien Chapter 8

Recommended Reading:
Exam I: Tuesday October 12th in class
Module 4: Growth

Fundamental Concepts and Measures 

Define productivity and explain how productivity growth is measured.

Explain why increases in productivity cause economic growth.

Explain the relationship between saving and investment in the macroeconomy.

Define GDP per capita and explain its importance for living standards

Required Readings: Hubbard and O’Brien Chapter 9, 10
Recommended Reading: Mokyr, J. (1990). The Lever of Riches: Technological Creativity and Economic Progress: Oxford; New York; Toronto and Melbourne: Oxford University Press.

Required Reading: http://stlouisfed.org/news/speeches/2000/04_07_00.html
Recommended Reading: O’Rourke, P.J., Eat the Rich: A Treatise on Economics, Atlantic Monthly Press, New York, 1998.  Chapter 1: http://www.bookbrowse.com/index.cfm?page=title&titleID=215&view=excerpt,

Multimedia:  http://video.google.com/videoplay?docid=2670820702819322251
Multimedia: http://www.gapminder.org/
Macroeconomic Models for Analysis of the Long-run Growth Model

Identify those factors that influence productivity and economic growth and explain the impact that each of these has on long-run growth and development. 

Explain international differences in economic growth and development.

Required Readings: Hubbard and O’Brien Chapter 10
Required Readings: Chapter 1 Landes, D. S. (1998). The Wealth and Poverty of Nations: Why Some are so Rich and Some so Poor: New York and London: Norton.

Active Learning: Book making experiment
Active Learning: Case Study: Debt forgiveness? 

Long-run Macroeconomic Policy

Identify government policies that can increase or decrease productivity and economic growth.

Explain why price stability is important in the long run.

Required Readings: Hubbard and O’Brien Chapter ??
Required Readings: Chapter 5. Easterly, W. (2001). The Elusive Quest for Growth: Economists' Adventures and Misadventures in the Tropics: Cambridge and London: MIT Press.
Module 5: Aggregate Expenditures

A Macroeconomic Model for Analysis of the Short-run: Aggregate Demand and Supply 

Forecast changes in output, employment, and prices over the short run in response to changes in aggregate demand and supply.

Keynesian Cross (Aggregate Expenditure)

Required Readings: Hubbard and O’Brien Chapter 11 and Appendix
Active Learning: http://perth.uwlax.edu/faculty/brooks/macro/macropolicy/kcross/Keynesian.html
Module 6: Aggregate Demand/Aggregate Supply
Aggregate Demand and Aggregate Supply

Required Readings: Hubbard and O’Brien Chapter 12
Recommended Reading: 
Explain and illustrate the multiplier effect given a change in a component of aggregate expenditures.

Exam II: Tuesday November 16th

Module 7: Money, Banking, and Monetary Policy

Money, Banking and Financial Markets

Using the model of the money market illustrate how changes in the money supply affect interest rates.

Required Readings: Hubbard and O’Brien Chapter 13, 14
Required Reading: Radford, R. A. (1945). The Economic Organisation of a P.O.W. Camp. Economica. 
Using the aggregate demand/aggregate supply model illustrate the impact of monetary policy on GDP, employment, and the price level.

Active Learning: Medium of exchange experiment?

Active Learning: Fed Funds experiment?

Multimedia: http://econblog.aplia.com/2006/08/how-to-cure-inflation.html?showComments=false
Monetary Policy

Given the state of the economy, choose the appropriate monetary policy action to move the economy toward potential output.

Explain the potential limits of the effectiveness of monetary policy.

Required Readings: Hubbard and O’Brien Chapter 13, 14
Recommended Reading:: Meyer, Laurence, “Come with Me to the FOMC”, Gillis Lecture, Willamette University, April 2, 1998. http://www.federalreserve.gov/boarddocs/speeches/1998/199804022.htm

Module 8: Fiscal Policy
Short-run Macroeconomic Policy and Stabilization

Define fiscal policy and using the aggregate demand/aggregate supply model illustrate the impact of fiscal policy on GDP, employment, and the price level.

Given the state of the economy, choose the appropriate fiscal policy action to move the economy toward potential output.

Compare and contrast discretionary fiscal policy with automatic stabilizers and give examples of each.

Explain the potential limits of the effectiveness of fiscal policy.

Required Readings: Hubbard and O’Brien Chapter 15
Active Learning: Budget Deficits and Fiscal Policy

Module 9: Debates
Explain the potential limits of the effectiveness of monetary policy.

The Policy Debate (time permitting)

Required Readings: Hubbard and O’Brien Chapter 16, 12 Appendix
Final Exam Section 05: Wednesday December 22nd 7:45-9:45 am in CWH 203
**Given we are on a textbook rental system and all instructors must use the same textbook, it is very difficult to find one that suits the many instructor’s different teaching styles equally well.  While I like the level at which Hubbard and O’Brien is written and most of the material, the ordering of the material is not exactly as I would like.  I’ve tried to compromise to make it easy for you to follow both in the text and in class, but it still may be difficult at times.  If it is just ask me.  I am more then happy to discuss the specific pages that relate to the lecture.  
Additional Recommended Readings:

For those looking for additional readings, or the sources for some of the required readings, here they are:

Diamond, J. M. (1999). Guns, germs, and steel : the fates of human societies (2st ed.). New York: W.W. Norton & Co.

Easterly, W. (2001). The Elusive Quest for Growth: Economists' Adventures and Misadventures in the Tropics: Cambridge and London: MIT Press.

Easterly, W. R. (2006). The White Man's Burden: Why the West's Efforts to Aid the Rest Have Done So Much Ill and So Little Good. New York: Penguin Press.

Landes, D. S. (1998). The Wealth and Poverty of Nations: Why Some are so Rich and Some so Poor: New York and London: Norton.

Levitt, S. D., & Dubner, S. J. (2005). Freakonomics: A Rogue Economist Explores the Hidden Side of Everything (1st ed.). New York: William Morrow.

Harford, T. (2006). The Undercover Economist: Exposing Why the Rich are Rich, the Poor are Poor--and Why You Can Never Buy a Decent Used Car! Oxford ; New York: Oxford University Press.

Mokyr, J. (1990). The Lever of Riches: Technological Creativity and Economic Progress: Oxford; New York; Toronto and Melbourne: Oxford University Press.

O'Rourke, P. J. (1998). Eat the rich (1st ed.). New York: Atlantic Monthly Press.

Radford, R. A. (1945). The Economic Organisation of a P.O.W. Camp. Economica.

Roberts, R. D. (1994). The Choice : A Fable of Free Trade and Protectionism. Englewood Cliffs, NJ: Prentice Hall.

Sen, A. K. (1999). Development as freedom (1st. ed.). New York: Knopf.

Sharp, A. M., Register, C. A., & Grimes, P. W. (2004). Economics of Social Issues (16th ed.). Boston: McGraw-Hill/Irwin.

Weatherford, J. M. (1997). The History of Money: From Sandstone to Cyberspace. New York: Crown Publishers.

Wight, J. B. (2002). Saving Adam Smith: A Tale of Wealth, Transformation, and Virtue. Upper Saddle River, NJ: Financial Times Prentice Hall.

Communication

I expect every student to make full use of the internet and its many wonders.  Every student has an e-mail address available to them through campus, it is simply your lastname.firs@.uwlax.edu, as such I expect you to check it frequently.  I will use it to point you in the direction of interesting article, or to keep you up to date on class deadlines.  I will also use it to answer questions that you may have.  Be sure to check it frequently.

Course Requirements and Grading (a.k.a. How I will assess your progress towards the above goals)

There will be 2 midterms and 1 final exam, each equally weighted.  I will also give six surprise quizzes throughout the semester.  While sometimes you may have a warning when the quiz will be administered I reserve the right to completely surprise you. Some of the quizzes may also be administered through D2L. This will place a premium on class attendance and staying up on the material.  You will be allowed to drop the lowest score of the six.  The remaining 5, each being worth 40 points will be added to your semester total.  The quizzes will be a mix of multiple choice or short answer/essay and should be fairly representative of exam questions you are likely to face, if not marginally easier.  The material on these quizzes will come from the required readings and the material covered in class so there is also a premium placed on following the syllabus.  Check back often as I’m likely to update it frequently through the semester. 

The point breakdown is as follows.

Midterm #1 

200

25%

Midterm #2

200

25%

Final Exam

200

25%

Quizzes (6 best of 5*40)
200

25%

Total


800

100%
Makeup exams will only be given with a Dean’s excuse, and then they will be entirely essay.  Hopefully that is a sufficient deterrent to S.I.S. (sudden illness syndrome).

Grades will be posted in a timely manner (approximately one week after the test or quiz) on D2L (Desire to Learn).  https://uwlax.courses.wisconsin.edu/
At my discretion there may be limited opportunity for extra credit.  Most likely it will involve attending an Economics department seminar.  Check for seminars here: http://www.uwlax.edu/ba/eco/blog.htm click on department seminars in the upper right hand corner, or subscribe to the RSS feed. 
Workload

The semester is 15 weeks long and hectic the entire time.  Many, if not most of you have commitments other than this class.  I realize it, and so do most of your other instructors, it wasn’t that long ago that we were in your shoes – although in most cases the shoes looked a little different.  In recognition of the difficulties, I have made every effort to smooth out the work that I assign you.  It is up to you to manage your time, be careful and make the right decisions.  Regardless of how you decide to use your time, realize that it is your choice to be in this class, so come prepared.  

Group work

Group work is often a mixed bag, providing both impediments to learning and opportunities that could not be created elsewhere.  It is certainly challenging, but little else will prepare you for what you’ll face in the “real” world.  We will spend time working on improving your group skills.

In my eighth year I commenced learning Latin, in conjunction with a younger sister, to whom I taught it as I went on, and who afterwards repeated the lessons to my father; from this time, other sisters and brothers being successively added as pupils, a considerable part of my day's work consisted of this preparatory teaching. It was a part which I greatly disliked; the more so, as I was held responsible for the lessons of my pupils, in almost as full a sense as for my own: I, however, derived from this discipline the great advantage, of learning more thoroughly and retaining more lastingly the things which I was set to teach: perhaps, too, the practice it afforded in explaining difficulties to others, may even at that age have been useful. 

- John Stuart Mill, Autobiography

On the importance of studying and understanding economics…

The ideas of economists and political philosophers, both when they are right and when they are wrong, are more powerful than is commonly understood.  Indeed the world is ruled by little else.  Practical men, who believe themselves to be quite exempt from any intellectual influences, are usually the slaves of some defunct economist.  Madmen in authority, who hear voices in the air, are distilling their frenzy from some academic scribbler of a few years back…. But, soon or late, it is ideas, not vested interests which are dangerous for good or evil.






- John Maynard Keynes The General Theory
But the honest truth is that what drives me as an economist is that economics is fun. I think I understand why so many people think that economics is a boring subject, but they are wrong. On the contrary, there is hardly anything I know that is as exciting as finding that the great events that move history, the forces that determine the destiny of empires and the fate of kings, can sometimes be explained, predicted, or even controlled by a few symbols on a printed page. We all want power, we all want success, but the ultimate reward is the simple joy of understanding.






- Paul Krugman Princeton University
The Fine Print:

CAVEAT EMPTOR

My new research agenda has taken me to new places, places where few economists venture.  I am actively researching the economics of adult entertainment and sex.  I mention this because I will include or reference my research where appropriate.  I do believe I do this in an extremely professional manner, but others may disagree.  I hope that you can also participate in a mature fashion.  If you are offended by such conversation I first suggest reading this quote from John Maynard Keynes:

Words ought to be a little wild, for they are the assaults of thoughts on the unthinking.

I’m not sure talking about porn and strippers is what Keynes had in mind, but it is one way I interpret that wonderful quote.  If you have concerns at anytime about my references or applications in class I would appreciate you contacting me, either in person or via email.  

CBA Mission Statement

The College of Business Administration provides an educational experience that fosters the professional, academic and personal development of its students, staff and faculty.  Our learning environment centers on a commitment to quality teaching and learning, substantial student-faculty interaction, and global engagement.  Faculty, administration and students will engage in scholarly activity, provide service to the university and broader community, and exhibit high integrity and ethics in the conduct of our own work and in our curriculum.

A note from Disability Resource Services

Any student with a documented disability (e.g., physical, learning, psychiatric, vision, or hearing, etc.) who needs to arrange reasonable accommodations must contact the instructor and the Disability Resource Services office (165 Murphy Library) at the beginning of the semester. Students who are currently using the Disability Resource Services office will have a copy of a contract that verifies they are qualified students with disabilities who have documentation on file in the Disability Resource Services office.
UWS 14.01 STATEMENT OF PRINCIPLES: The Board of Regents, administrators, faculty, academic staff, and students of the University of Wisconsin system believe that academic honesty and integrity are fundamental to the mission of higher education and of the University of Wisconsin System. The University has a responsibility to promote academic honesty and integrity and to develop procedures to deal effectively with instances of academic dishonesty. Students are responsible for the honest completion and representation of their work, for the appropriate citation of sources, and for respect of others' academic endeavors. Students who violate these standards must be confronted and must accept the consequences of their actions. 

http://www.uwlax.edu/StudentLife/uws14.html
“UWS 14.03 ACADEMIC MISCONDUCT SUBJECT TO DISCIPLINARY ACTION.

(1) Academic misconduct is an act in which a student: 
(a) Seeks to claim credit for the work or efforts of another without authorization or citation; 
(b) Uses unauthorized materials or fabricated data in any academic exercise; 
(c) Forges or falsifies academic documents or records; 
(d) Intentionally impedes or damages the academic work of others; 
(e) Engages in conduct aimed at making false representation of a student's academic performance; or 
(f) Assists other students in any of these acts. 
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