Economics21;
I ntermediate M acroeconomics
Swarthmore College

Professor Jefferson Spring 1999
Office Hours: Thurs. 1-4pm & by appt. Kohlberg 212, x690-6856

COURSE DESCRIPTION:

Indugtridized economies are characterized by variaionsin ther rates of unemployment, inflation, and output
growth. These variations are often caused by factorsthat are exogenousto a particular economy or by the
macroeconomic policies pursued by a country’s monetary and fiscal authorities. In this course, we will
devel op toolsthat help usto understand how exogenous shocks effect acountry’ slabor, asset, and product
markets. Also, wewill contemplate whether macroeconomic policy can andioratethe variationsin
the rates of unemployment, inflation, and output growth that we observe.

REQUIRED TEXTS:
Abd, Andrew and Ben Bernanke (1998): Macroeconomics, 3 edition, Addison-Wedey, NY,
NY. (Denoted AB below.)

Annud Editions Macroeconomics 1998/99, 12" edition, Dushkin/McGraw-Hill, Guilford, CT., Don Cole,
editor. (Denoted M below.)

GRADING:
10% L &b attendance / participation
25% Mid-term exam 1 (March 4, in class, covering weeks 1-5)
25% Mid-term exam 2 (April 15, in class, covering weeks 6-10)
40% Fina exam (scheduled time during finds week)

LAB SECTIONSAND PROBLEM SETS:

The Wednesday lab sections are an opportunity for degpening our understanding of macroeconomics.
They will focus on (1) discussion of assigned articles, (2) working out problems from the text, and (3)
questions you may have from class lectures. The intensity of exposure to each component will vary from
week to week depending on demand, interest, and need. Attendanceis not required; however, attendance
and participation are monitored and one’ srecord in these respects can affect one' sgrade. Lab will not be
held in the weeks of the mid-term exams.

Each week articles from the Macroeconomics 1998/99 reader is assgned. These articles will
providetheraw materia for applicationsextensons of thetheory sudiedinlecture. Thearticlesareintegra
to achieving one of the godls of the course: the demongtration of how the study of macroeconomics can
enhances our understanding of the world in which we live. Students are expected to be able to summarize
the assgned articles during lab as well as respond to questions they might pose. (See the attached
discussion questions for examples.)

Each week asmall sat of problemsfrom thetext will be assgned. Y ou are strongly encouraged to




do dl of the problems. Experience indicates that sudents who do dl of the problem sets are better ableto
participate in lab discussions and do better on the exams. Problem sets are due at the Wednesday lab one
week after they are assigned. Problems marked with anagterix will be reviewed by the teaching assstants
and handed back at the Wednesday |abs. L ate problem setswill not be accepted after corrected problem
sets have been returned.

STUDY GROUPSAND TA CLINICS:

| encourage you to work together in small groupsto do the problem sets. Each person, however, must turn
in her/his own set of solutions to the problems that are to be reviewed. Your problem set should be
identified by your name and discussion time.

There will be awdk-in dinic a which sudents may meet with teaching assstants individudly or
insmal ad hoc groups (having Smilar questions). A regular mesting time will be determined during thefirst
week of classes. Theteaching assstants are dso available on apriority bassto meet with individuad study
groups at mutualy agreeable times.



COURSE OUTLINE

Lecturel: Macroeconomic Concepts and Concerns (1 week)
1. Introduction
2. What is Macro and What Must Macro Explain?
3. Some Macro Facts
4. ldeologica Controversy in Macro
5. Nationa Income and Product Accounting

Reading: AB chapters 1-2, Appendix A
M articles 1, 2,4, 7, 35, 8, 9, and 12.

Lecturell: The Macroeconomics of Full Employment (5 weeks)
1. Production and Employment
Consumption, Saving, and Investment
Microeconomic Foundations of Consumption and Saving: A Deeper Look
Government Finance: First Principles
The Microeconomic Foundations of Investment
Saving and Investment in the Open Economy
Long-Run Economic Growth
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Reading: AB chapters 3.1-3.4, 4, 8.1-8.4, 5, and 6.
M articles 14-20, 10, and 47.

Lecturelll: Busness Cycles (5 weeks)
1. Temporary and Permanent Components of Business Cycles
2. ThelSLM Mode
3. Aggregate Demand and Aggregate Supply
4. Classcd Budness Cycle Andyss
5. Keynesian Business Cycle Anaysis

Reading: AB chapters9, 7, 10, 8.5, pp.587-591, 11, and 12.
M articles 11, 25, 13, 31, 32, and 28.

LecturelV: Macroeconomic Policy (3 weeks)
1. Why the Unemployment Rate is Never Zero
2. Inflation and Unemployment: Okun's Law and the Phillips Curve
3. The Open Economy: Business Cycles and Policy
4. The Mechanics of Money Supply
5. Government Finance Revisited

Reading: AB chapters 3.5-3.6, 13-16.
M articles 44, 36, 37, 33, 6, 26, 27, 22, 24, and 34.



