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	COURSE DESCRIPTION AND LEARNING OBJECTIVES: 
   This course is an introduction to the behavioral science of economics, which focuses on the aggregate behavior of households, firms and the government. Topics covered include gross domestic product, national income, economic growth, unemployment, inflation, the business cycle, fiscal policy and monetary policy, and international trade.
Upon successful completion of the course, the student should be able to demonstrate a basic understanding of news relating to the economy as a whole; the economic implications of changes in government fiscal or monetary policy; how interest rates are determined and the role of interest rates in personal and corporate decision-making; and critically apply economic concepts when participating as a citizen in a democratic society. In particular, the students should be able to calculate equilibrium national income levels, calculate and use various multipliers, convert nominal values to real values, and use a graph to explain the impact of changes in fiscal and/or monetary policy on income and price levels. In addition, students should be able to use simple models of international trade to study the flow of goods between countries and discuss the costs of protectionism within the context of such models.


	KEY CONCEPTS
1. Gross Domestic Product.
2. Consumer Price Index.
3. Unemployment rate.
4. National Income.
5. Money, Banks, Inflation.
6. The Open Economy
7. Economic Growth
8. IS-LM Model.
9. AD-AS Model


	COURSE TOPICS
Week 1.
Topic I – The Science of Macroeconomics. Chapter 1. Page 3-16.
· What Macroeconomists Study 3

· How Economists Think 7

· Theory as Model Building 8
· The Use of Multiple Models 12

· Prices: Flexible Versus Sticky 12
· Microeconomic Thinking and Macroeconomic Models 13
Week 2.
Topic II – The Data of Macroeconomics. Chapter 2, page 17-44.
· Gross Domestic Product 18

· Income, Expenditure, and the Circular Flow 18

· Real GDP Versus Nominal GDP 23

· The GDP Deflator 25

· The Consumer Price Index 32

· The CPI Versus the GDP Deflator 33

· The Unemployment Rate 36

· From Economic Statistics to Economic Models 41
Week  3

Topic III- The National Income. Chapter 3, page 45-79.  
· The Factors of Production 49

· The Production Function 50

· The Supply of Goods and Services 50

· Factor Prices 51

· The Decisions Facing a Competitive Firm 52

· The Firm’s Demand for Factors 53

· Consumption 64

· Investment 65

· Government Purchases 67

· Equilibrium in the Market for Goods and Services: The Supply and Demand

for the Economy’s Output 69

· Equilibrium in the Financial Markets: The Supply and Demand for

· Loanable Funds 70 
Week  4
Topic IV- The Monetary System. Chapter 4, page 81-100.
· What Is Money? 81

· The Functions of Money 82

· The Types of Money 82

· The Role of Banks in the Monetary System 87

· Bank Capital, Leverage, and Capital Requirements 90

· How Central Banks Influence the Money Supply 92

· A Model of the Money Supply 92

· The Instruments of Monetary Policy 94 
Week  5

Topic V- Inflation: Its Causes, Effects, and Social Costs Chapter 5, page 101-133.

·  The Quantity Theory of Money 102

· Transactions and the Quantity Equation 102

· Money, Prices, and Inflation 106

· Seigniorage: The Revenue From Printing Money 109

· Two Interest Rates: Real and Nominal 110

· The Fisher Effect 110

· The Nominal Interest Rate and the Demand for Money 114

· The Cost of Holding Money 114

· The Social Costs of Inflation 116

· The Costs of Expected Inflation 117

· The Costs of Unexpected Inflation 119

· The Costs of Hyperinflation 122

· The Causes of Hyperinflation 122

· The Classical Dichotomy 126 
Week  6
Topic VI - The Open Economy. Chapter 6, page 133-176.
· The International Flows of Capital and Goods 134

· International Capital Flows and the Trade Balance 136

· Saving and Investment in a Small Open Economy 139

· Capital Mobility and the World Interest Rate 139

· Nominal and Real Exchange Rates 149

· The Real Exchange Rate and the Trade Balance 151

· The Effects of Trade Policies 154

· The Special Case of Purchasing-Power Parity 159

Week  7
Topic VII - Unemployment. Chapter 7, page 177-204.
· The Natural Rate of Unemployment 178

· Frictional Unemployment 180

· Causes of Frictional Unemployment 181

· Real-Wage Rigidity and Structural Unemployment 183

· Minimum-Wage Laws 184

· Efficiency Wages 187

· Labor-Market Experience: The United States 189

· Labor-Market Experience: Europe 194 
Week  8
Topic VIII - Economic Growth I: Capital Accumulation and Population Growth. Chapter 8, page 205-236.
· The Accumulation of Capital 206

· The Supply and Demand for Goods 206

· Growth in the Capital Stock and the Steady State 209 
· The Golden Rule Level of Capital 

· Population Growth 224

· The Steady State With Population Growth 225 
Week  9. 

Topic IX - Economic Growth II: Technology, Empirics, and Policy. Chapter 9, page 235-272.
· Technological Progress in the Solow Model 236

· From Growth Theory to Growth Empirics 239

· Balanced Growth 239

· Convergence 240

· Factor Accumulation Versus Production Efficiency 241

· Beyond the Solow Model: Endogenous Growth Theory 253

Week  10 
Topic X - Introduction to Economic Fluctuations. Chapter 10, page 273-301.
· The Facts About the Business Cycle 274

· GDP and Its Components 274

· Unemployment and Okun’s Law 277

· Time Horizons in Macroeconomics 281

· Aggregate Demand 285

· Aggregate Supply 288

· From the Short Run to the Long Run 291 
Week  11 
Topic XI - Aggregate Demand I: Building the IS–LM Model. Chapter 11, page 303-324.
· The Goods Market and the IS Curve 305

· The Keynesian Cross 305
· The Interest Rate, Investment, and the IS Curve 314

· The Theory of Liquidity Preference 317

· Income, Money Demand, and the LM Curve 320
· The Short-Run Equilibrium 322  

Week  12
Topic XII- Aggregate Demand II: Applying the IS–LM Model.  Chapter 12, page 327-354.
· Explaining Fluctuations With the IS–LM Model 328

· The Interaction Between Monetary and Fiscal Policy 331

· IS–LM as a Theory of Aggregate Demand 337

· From the IS–LM Model to the Aggregate Demand Curve 337

· The IS–LM Model in the Short Run and Long Run 340

· The Great Depression 342

Week  13 

Topic XIII- The Open Economy Revisited: The Mundell–Fleming Model and the Exchange-Rate Regime. Chapter 13, page 355-391.
· The Mundell–Fleming Model 357

· The Small Open Economy Under Floating Exchange Rates 361

· The Small Open Economy Under Fixed Exchange Rates 365

· Interest Rate Differentials 372

· The Impossible Trinity 381

· The Mundell–Fleming Model With a Changing Price Level 383
Week 14,
Topic XIV- Aggregate Supply and the Short-Run Tradeoff Between Inflation and Unemployment. Chapter 14, page 397-423.
· The Basic Theory of Aggregate Supply 398

· The Sticky-Price Model 399

· An Alternative Theory: The Imperfect-Information Model 401

· Inflation, Unemployment, and the Phillips Curve 406

Week  15, 

Topic XV- Government Debt and Budget Deficits. Chapter 19, page 543-557.
· The Size of the Government Debt 544

· Problems in Measurement 548

· The Traditional View of Government Debt 552

· The Ricardian View of Government Debt 554

· Other Perspectives on Government Debt 561

· Balanced Budgets Versus Optimal Fiscal Policy 561




	COURSE ATTENDANCE:

The University's regulation states that a minimum of 75% attendance is required to pass any class. Students are expected to participate actively and attend class regularly

STUDENT EVALUATION:
Exams

Evaluationpoints 

Midterm exam

30 points
Assignments/quizzes

10 points

Final exam

60 points
Evaluation (with grades from 4 - 10), will be based on the following system points:

S  ≥  90% =10

80 ≤ S  < 89% = 9

70 ≤ S  <79% = 8

60 ≤ S  < 69% = 7

50 ≤ S  < 59% = 6

40 ≤ S  < 49% = 5

 S  < 40% = 4



	RECOMENDED LITERATURE AND READINGS
a. Primary literature:
· Gregory, Mankiw; “Macroeconomics”, 8th Ed (2013) ISBN-13:  978-1-4292-4002-4
· Gregory Mankiw, “Makroekonomia” Mediaprint 2015. ISBN 978-9928-08-213-8. In Albanian
b. Secondary literature:
·  Rudiger Dornbusch ,Stanley Fischer, Richard Startz, “Macroeconomics” 12th edition.

· - Dornbusch R. and Fischer S. Makroekonomia (2012) In Albanian.
Dishonesty and Plagiarism:
Unacceptable behavior such as cheating in any form will not be tolerated and will result in penalties after a due process hearing determines that such behavior did occur.

Special suggestions:
Here are some suggestions that may help you to do well in this course:

Do the assigned readings before class to get a preview of the material to be covered and to prepare any questions you have about this material. Please ask all questions by email. Take the problem sets seriously, because they are the best indication of whether you understand the material and they are the best preparation for the exams.

Notes:
· During lessons, cell phones must be turned off (as they cause distraction).

· All communication (assignments, additional readings) will be done via email, so please check your SSU email regularly.




