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September 7, 1997





Mannig, 





   Here are some very general suggestions for a set of modules covering the first third of the course in terms of time allocation (through Chapter 4 in the text).  This may look like I'm completely ignoring all the good work you've already done and starting from scratch, but I'm definitely not.  The intention here is to build from what you already have, transforming and adding/subtracting in the process, to something that will be of maximum benefit to the students--as best we can determine at the outset.  The way I'm looking at it now is that we have this semester to develop and try out the material and get it ready for the students to use as an integral part of the course in the Spring.  





  My thinking is that we want to try to get something that accomplishes, as far as possible, some very ambitious goals: (1) it should be concise, of course, yet sufficiently comprehensive that it doesn't skip any key parts of the story; (2) it should focus on motivation (leaving detail for the text and readings) and do this primarily through examples and applications; and (3) it must be demonstrably useful to students in preparing for exams.  I can help you with the structure of the argument, but it will be your creative and imaginative choices about how to present the material that will make this work.  Working from and building on the slides you've already done will, I have no doubt, turn this into something very special.   





  DISCLAIMER: these are only suggestions and you may wholly or partly ignore some or all of them without any consequences whatsoever.  If they seem useful, try them out.  If they seem vague or puzzling, ignore them or contact me to see if I had anything more specific in mind.  If they seem uninteresting or otherwise inappropriate, drop them and move on to what you think works best. 


�
MODULE #1  


ECONOMIC SNAPSHOTS





  A set of slides that give a short but incisive portrait of why we study macroeconomics.  This could be something like the endpapers in the text (the story inside the front and back covers).  It might begin with a look at the world economy (I just updated the information in Figure 1.1 and you could use that graph).





  Following a series of relevant ‘economic snapshots’ there could be a concluding slide called Preview (or A Look Ahead or something like that).  This could be a feature of each module, a combination summary and bridge to the next model.  In this module it could be something to the effect that underneath economic performance of every economy at all times lies a simple general pattern that will be useful to build around:  


Scarcity  ( Choices ( Consequences.  We’ll first look at the nature of scarcity and the inevitable choices it forces upon us . . .








MODULE #2 


SCARCITY & CHOICE


(0) [An Afterthought, hence the numbering.]  Module 1 gave us a look at economic conditions in the world and in the U.S..  Economic goals, at least at the general level, of raising standards of living and health and well-being and distributing it more widely etc. etc. are widely shared around the world.  What are the ingredients that we can work with to attain these goals?  They are the resources/inputs needed to produce/transform raw materials and effort and technology and all the rest into final goods and services in a manner that wastes as little of these ingredients as possible.    


(1) What’s Scarcity—introduce recurring symbol/gimmick, e.g., Scarcityman or, perhaps, a “No Free Lunch” sign or symbol (e.g., a table setting with a large X over it, or something like that).


(2) Scarcity: It takes Inputs to Get Output, e.g., y=F(n,k,inst) etc., etc.  


(3) Scarcity & Choice: Two Outputs, PPF, Opportunity Cost, This or That? etc.


(4) Scarcity & Choice Example: Private (c+i+x) or Public (g)?


(5) Scarcity & Choice Over Time:  Now or Later, Investment feeds Capital hence growth is a matter of choice. Define y=c+i+x+gc+gi and then PPF between i+gi+x and c+gc.  


(6) Now or Later: Example 1; Economic Growth Choices


(7) Now or Later: Example 2; Financing government spending (i.e., bring in timing of costs (t or b) along with timing of benefits (gc  or gI).  


(8) Other Common and Important situations where we are forced to make choices like these.


(9) Preview . . .








MODULE #3 


GETTING FROM CHOICES TO CONSEQUENCES





(1) This is where an Economic Model becomes a necessity and a very practical one.  We use models because there's no other alternative if we want to understand interactions and connections etc.


(2) What this means is that we need to make some assumptions, some hypotheses, stick our necks out, in order to try to squeeze more information out of the turbulence and confusion that constitutes economic activity.  


(3) The Fundamental Model of All Modern Economics:  Supply & Demand.  Buyers/Sellers/Interact


(4) Basic Mechanics of Market Clearing


(5) Aggregating the Model: Aggregate Supply (Flexible W yields vertical AS*)


(6)      “                              “   : Aggregate Demand (Quantity Theory & Assumption of Constant Velocity of Money yield basic AD curve.


(7) AD/AS & Market Clearing


(8) Preview








MODULE #4 


USING THE CLASSICAL MODEL





(1) Three key assumptions and the game here is deriving implications from them.  


(2) The Four Big Implications are:   


(3) Brief Assessment—worked reasonably well up to the Great Depression.


(4) But the facts of the Great Depression weren’t consistent with the predictions of the model.


(5) Its policy implications came to . . . be patient.


(6) Preview








MODULE #5 


EXTENDING FROM CLASSICAL TO KEYNESIAN





(1) The setting—an economic crisis in a theoretical vacuum and a policy free for all.


(2) Keynes claimed great things for his analysis.  Many views of what he really said and really meant or should have meant exist.  One practical and standard interpretation is to focus on his development of a short run AS curve via sticky prices/wages and his development of a theory of AD when velocity is a variable. 


(3) Preview-Lay Out What’s to Come in Succeeding Modules








MODULE #6 


THE HEART OF AD: THE MULTIPLIER AND THE IS CURVE





(1) Here’s what we’ll be doing.


(2) The 6 equations, each one explained.


(3) Putting the 6 together into 1.


(4) The IS Equation and the IS Curve.


(5) Some Applications.








MODULE #7 


COMPLETING THE MODEL OF AD: THE MONEY MARKET AND THE LM CURVE





(1) Here’s what we’ll be doing.


(2) The 4 equations, each one explained.


(3) Putting the 4 into 1.


(4) The LM Equation and the IS Curve.


(5) Some Applications.








MODULE #8 


PUTTING AD TOGETHER: THE IS-LM MODEL OF AD





(1) Geometric derivation of AD


(2) Lots of examples.








MODULE #9 


ADDING THE SUPPLY SIDE TO THE MODEL





(1) Important to note that despite all the mechanics and complexity in the IS-LM model, it really has no economics in it because there’s no scarcity.


(2) Keynes trying to break the hegemony of the vertical AS*, introduced (following his teacher Alfred Marshall’s lead in microeconomics) a distinction between short and long run responses.  This is where his controversial price and wage stickiness came in.


(3) Go through and discuss and give examples . . .








MODULE #10


THE FULL AD/AS MODEL & ITS BASIC MECHANICS





(1) Put it together and go through lots of examples. . .


etc. etc.


