
	SV 151 -- Principles of Economics (formerly SL 151)

	Course Syllabus - - Spring Quarter 2010

	home page: http://www.rose-hulman.edu/~bremmer/quarter.htm

	Section: 1
	Time:  2nd Period (9:00 – 9:50)
	Days: MTRF
	Room: B-106


	Instructor: Dr. Dale S. Bremmer
	Office: A-217, Moench Hall

	Email: dale.bremmer@rose-hulman.edu 
	Office Phone and Voice Mail: (812)877-8456

	Home Phone: (812)877-3412
	Office Fax: (812)877-8909

	Office Hours:
3rd - 4th Period (9:55 - 11:40) MTRF, 8th Period (2:30-3:20)  MTRF, 




or by appointment


I. Textbook

The required textbook is Essentials of Economics by R. Glenn Hubbard and Anthony Patrick O’Brien (Pearson: Prentice Hall, 2nd ed., ISBN-13: 9780138001858).  Practice exams and PowerPoint slides for each chapter may be found at the book’s companion web site whose URL is http://wps.prenhall.com/bp_hubbard_essentials_2/.  The PowerPoint slides may also be found on Angel.  The study guide that accompanies the textbook is on reserve at Logan Library.  
II. General points

This course is an one‑quarter survey of introductory economics.  This class is the prerequisite for the other economic courses offered by the Institute.  The course material is suitable for students pursuing either a major or a minor in the economics or the student looking a “Society and Values” elective (or a “Self and Society” elective for those using the previous HSS curriculum).

The first part of the course introduces the area of microeconomics.  Production possibilities curves are used to introduce the ideas of scarcity and choice.  Demand and supply models are studied to develop an understanding of how markets allocate scarce resources.  The concepts of elasticity, production, and costs are examined.  The impact of different market structures such as pure competition and pure monopoly is discussed.

Macroeconomic issues are examined during the second part of the course.  The concepts of GDP, inflation, and unemployment are addressed.   The components of aggregate expenditure are considered.  Short-run and long-run macroeconomic equilibria are analyzed using the aggregate demand and aggregate supply model.  The determinants of economic growth are identified. The short-run and long-run effects of monetary and fiscal policy are debated.  The aggregate demand and aggregate supply framework is used to question whether policy should be activist.  Deposit expansion and monetary theory are covered. 

Economic classes tend to be more analytical than most liberal arts courses.  However, the course relies on common sense and the successful completion of this class depends on continued application of a few key ideas. 

III. Prerequisites
This course has no prerequisites.  However, it is assumed that students have a basic knowledge of calculus.  The ability to use and interpret graphs is particularly important. 

IV. Testing and grading

A. Grading scale

The grade in the course is based on the scores of three in-class exams, a comprehensive final, two short papers, and nightly homework.  In calculating the course grade, these assignments have the weights shown in the following table.

	
Assignment
	Weight

	3 in-class exams
	45%

	two-hour comprehensive final
	30%

	2 short papers
	 15%

	Homework 
	 10%

	Total
	100%


B. Exams

There are three, in-class exams.  The tests consist of multiple choice and essay questions.  The exams cover both assigned reading and lecture material. The dates of the in‑class exams are as follows: (1) Friday, March 26th, (2) Friday, April 23rd, and (3) Friday, May 14th.  Copies of previous exams can be found at two different locations: (1) at the Learning Center located on the bottom floor of the library, or (2) on the course web page at http://www.rose-hulman.edu/~bremmer/quarter.htm.  

The comprehensive final exam is two-hours long, and it covers all the material assigned during the quarter.  Additional information about the final is on the last two pages of this syllabus.  During finals week, the final may be rescheduled only if there is a conflict with another exam or if the student is taking more than two finals on one day.  While graduating seniors are exempt from taking the final exam during finals week, they are not exempt from the final.  Graduating seniors need to schedule a time to take the final exam on Friday, May 21st, the last day of class.
C. Two papers
The papers must be typed, double-spaced, and are generally not longer than three pages.  The papers are judged on content, clarity of thought, and logical organization.

The first paper, which is due by 5:00 p.m. Friday, April 2nd, is to answer the following problem:
Students will be provided material from a recent NPR broadcast about the Russian vodka market.  After listening to the broadcast and reading the transcript, they will write a paper describing how the Russian government is trying to reduce the sale of cheap vodka.  Students must analyze two markets: the market for Russian cheap vodka (lower quality) and the market for Russian good vodka (higher quality).  Students should analyze how the Russian government plans to affect the market for cheap vodka and whether it will be successful.  In addition, their analysis must include a discussion on how the government intervention in the cheap vodka market affects the market for good vodka.  The paper must illustrate and describe what has happened in both markets using separate demand and supply diagram.  In writing the paper, students should support their arguments with direct quotes from the articles.
Students are required to submit an electronic copy of the first paper to the RosE Portfolio.  Further instructions will follow.
The second paper is due by 5:00 p.m. on Friday, May 7th.  This paper is to analyze the following problem:

Assume a perfectly competitive, constant-cost industry is in long-run equilibrium.  Using two graphs, one showing market demand and supply and the other showing the short-run average cost curves of the typical firm, illustrate and describe the short-run and long-run effects of the government imposing a $1 per unit excise tax on every firm in the industry.  Explain what happens to the market price, the market output, the output of the typical firm, the profits of the typical firm and the number of firms, both in the short run and in the long run.  In addition, illustrate and explain how the excise tax affects the long-run industry supply curve.
In writing these papers, you may assume that your audience consists of students in the class.  Write the paper and, when appropriate, use graphs, equations, or math to convince the reader that your argument is correct.  Each paper is worth 100 points.  Late papers will be penalized 20% each weekday they are turned in past the assigned deadline.
D. Homework 
Nightly homework exercises are assigned.  Each homework assignment usually consists of ten or more multiple-choice questions.  These questions cover both material from lecture and assigned reading, and they are indicative of the material that may be on the exams.  The homework can be one of three types: (1) some homework assignments reinforce material already covered in class, (2) other homework problems anticipate the next day’s lecture, and (3) finally, some homework questions cover material not discussed in class. At the end of the quarter, the homework assignments are worth 100 points.  For example, if a student earns 80 percent of the possible points on the homework, at the end of the quarter the student receives 80 points for his or her homework score.  Answers to the homework problems will be submitted electronically to the designated files on Angel.  Late homework will not be accepted.  The four homework assignments with the lowest scores are dropped at the end of the quarter.
E. Grades
Grades are based solely on the performance on the four exams, the two papers, and homework.  Academic misconduct results in failing the course.   Exam grades are not dropped.  No extra credit is available.  Grades are not discussed over the phone.  At the end of the quarter, a weighted average of the graded material is calculated, and the final grade is determined by the grading scale shown in the following table.

	Class Average
	[ 0, 60 )
	[ 60, 67 )
	[ 67, 70 )
	[ 70, 77 )
	[ 77, 80 )
	[ 80, 87 )
	[ 87, 90 )
	[90, 100]

	Final Grade
	F
	D
	D+
	C
	C+
	B
	B+
	A


The last day to drop this class with no penalty is Friday, April 23rd.
V.  Attendance and makeup policy
Class attendance is expected.  Exams are to be taken on the assigned day at the correct time.  A missed exam is recorded as a zero.  No makeup exams will be given unless there is an acceptable excuse such as the following: (1) a serious illness, (2) a death in the family, or (3) an Institute-sponsored event.  If an exam is to be missed because of one of these reasons, notification prior to the exam is required.  All makeup exams are graded at face value; they are not "curved." 

VI. Tentative course schedule

The table on the following page lists the order the material is presented.  Assignments are also listed as are the dates that they are tentatively due.  Any chapter or subsection listed below is to be considered as required reading.  Any modifications to this table will be announced.
	 Date
	Lecture Subject
	Readings
	Work Due

	Week 1
	M
	3/8/10
	Production Possibilities Curve (PPC)
	Ch. 1, Ch. 2
	

	
	T
	3/9/10
	PPC (Continued)
	Ch. 2
	HW #1

	
	Th
	3/11/10
	PPC and International Trade
	pp. 603 - 609; Ch. 3
	HW #2

	
	F
	3/12/10
	Demand
	Ch. 3
	HW #3

	Week 2
	M
	3/15/10
	Supply
	Ch. 3
	HW #4

	
	T
	3/16/10
	Demand and Supply Equilibrium
	Ch. 4
	HW #5

	
	Th
	3/18/10
	Price Elasticity of Demand
	Ch. 4
	HW #6

	
	F
	3/19/10
	Price Elasticity of Supply
	Ch. 6
	HW #7

	Week 3
	M
	3/22/10
	Price, Income, and Cross Price Elasticity
	Ch. 6
	HW #8

	
	T
	3/23/10
	Applications: minimum wage, price floors
	pp. 609 -14
	HW #9

	
	Th
	3/25/10
	Applications: free trade, tariffs, tax burden
	
	HW #10

	
	F
	3/26/10
	
	
	1st  in-class exam

	Week 4
	M
	3/29/10
	Short & Long Run; Average & Marginal Product
	Ch. 7
	HW #11

	
	T
	3/30/10
	Marginal & Average Product
	Ch. 7
	HW #12

	
	Th
	4/1/10
	Implicit & Explicit Cost; Short-Run Cost
	Ch. 7
	HW #13

	
	F
	4/2/10
	Short-Run & Long-Cost
	Ch. 7
	HW #14, 1st paper

	Spring Break: Monday, April 5th – Friday April 9th 

	Week 5
	M
	4/12/10
	Long-Run Cost, Market Models
	Ch. 8
	HW #15

	
	T
	4/13/10
	Competition: Assumptions, Profit Maximization
	Ch. 8
	HW #16

	
	Th
	4/15/10
	
	
	

	
	F
	4/16/10
	
	Ch. 8
	

	Week 6
	M
	4/19/10
	Competition: Short-Run Equilibrium
	
	HW #17

	
	T
	4/20/10
	Competition: Long-Run Equilibrium
	Ch. 8
	HW #18

	
	Th
	4/22/10
	Competition: Long-Run Supply
	
	HW #19

	
	F
	4/23/10
	
	Ch. 9
	2nd in-class exam

	Week 7
	M
	4/26/10
	Monopoly: Assumptions & Profit-Maximization
	Ch. 9
	HW #20

	
	T
	4/27/10
	Monopoly: Short-run Equilibrium
	Ch. 9
	HW #21

	
	Th
	4/29/10
	Monopoly: Comparison to Competition
	Ch. 11
	HW #22

	
	F
	4/30/10
	GDP & Unemployment
	Ch. 11, Ch. 12
	HW #23

	Week 8
	M
	5/3/10
	Price Indices and Inflation
	Ch. 12, Ch. 13
	HW #24

	
	T
	5/4/10
	Components of Aggregate Demand
	Ch. 14
	HW #25

	
	Th
	5/6/10
	Aggregate Demand
	Ch. 14, pp. 142 - 146
	HW #26

	
	F
	5/7/10
	Aggregate Demand
	Ch. 14, pp. 524 - 527
	HW #27, 2nd paper

	Week 9
	M
	5/10/10
	Short-Run and Long-Run Aggregate Supply
	Ch. 14, Ch. 17
	HW #28

	
	T
	5/11/10
	Equilibrium & Self-Correcting Mechanism
	Ch. 16, Ch. 17
	WW #29

	
	Th
	5/13/10
	Activist Policy: Pro & Con
	
	HW #30

	
	F
	5/14/10
	
	Ch. 15
	3rd in-class exam

	Week 10
	M
	5/17/10
	The Fed
	Ch. 15
	HW #31

	
	T
	5/18/10
	Deposit Expansion, Deposit Contraction
	Ch. 15, Ch. 16
	HW #32

	
	Th
	5/20/10
	Deposit Expansion, Deposit Contraction
	Ch. 16
	HW #33

	
	F
	5/21/10
	Monetary Policy
	
	HW #34


VI. Information about the final
The comprehensive final exam is worth 200 points, and it consists of three parts: (1) 20 true-false questions worth one point each, (2) 40 multiple choice questions worth three points each, and (3) six short answer questions worth a total of 60 points.  Two of the short-answer questions will be over the material covered since the last in-class exam.  The other four questions will come from material covered in the three in-class exams and they will be chosen from the list of six questions below.  When possible, use math, graphs, and equations to explain these answers.  Answers should be written with complete sentences.  Students are encouraged to discuss prospective answers for the following questions with each other and with the professor.

1.
According to some estimates, the total revenues from the sale of pornography in Denmark declined by 25 percent in the year immediately following the liberalization of censorship laws.  From this evidence, some sociologists have deduced that legalizing this type of activity reduces the demand for it.  Do you agree?  Why or why not?  What effects on the supply side might be deduced?  Explain. 
2.
Suppose the government imposes an excise tax on producers for every gallon of gasoline sold.  Suppose the demand curve is downward sloping and before the tax, the price of a gallon of gas was $2.63.  Assume the price of gasoline paid by consumers rises to $3.63 per gallon.  Using the concept of the price elasticity of demand and supply, explain what must be true for this scenario to arise.  Determine who bears relatively more of the tax, producers and consumers.  Illustrate and explain your answer with a demand and supply diagram.
3.
Assume a perfectly competitive, decreasing-cost industry is in long-run equilibrium.  Use two graphs, one showing market demand and supply and the other showing the short-run average cost curves of the typical firm, illustrate and explain the short-run and long-run effects of a decrease in demand.  Using your diagram, explain how you can derive the long-run industry supply curve for the decreasing-cost industry. 

4.
Assume a pure monopoly is maximizing profits and earning an economic profit.  Illustrate and explain this situation with a diagram showing the monopolist’s demand curve, marginal revenue curve, average total cost curve and marginal cost curve.  Using your graph, illustrate and explain what would happen to the monopoly’s profit-maximizing price and output if the firm’s fixed costs was to increase.  Would the increase n fixed cost have any long-run implications?  Explain.
5.
Assume the economy is at full employment, but there is an aggregate demand shock and the economy experiences a recessionary gap.  Illustrate and explain this situation using an aggregate demand and supply diagram.  Using your graph, illustrate and explain how the self-correcting mechanism will return the economy to full employment in the long run.  Assume the economy is experiencing a short-run recessionary gap.  Use your diagram to compare and contrast how a Monetarist or a Keynesian would respond to such a gap.
6.
Assume the economy is at full employment.  Using the aggregate demand-aggregate-supply model, illustrate and explain the short-run effects and long-run effects of an increase in the money supply.  What happens to the price level, the nominal interest rate, consumption, investment and net exports in the long run?  Illustrate and explain your answer using two graphs: (i) on showing the AD, SRAS, and LRAS curves, and (ii) the other showing the demand and supply of loanable funds.
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