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SYLLABUS

This course provides an introduction to current economic issues and to basic economic principles and methods. The economist John Maynard Keynes wrote that “the ideas of economists and political philosophers, both when they are right and when they are wrong, are more powerful than is commonly understood.”  Economics is not primarily a set of answers, but rather a method of reasoning. By the end of the course, you will be able to use the analysis practiced in the course to form your own judgments about many of the major economic problems faced by the United States and other countries.  

In the first part of the course, we will focus on microeconomics, which is the study of the interaction of people and firms in markets. Theories concerning consumer and firm behavior will be examined—how consumers decide what to buy, and how companies decide how much to produce.  We will also look at the various kinds of markets in which firms operate.

During the second part of the course, we will focus on macroeconomics, the study of the economy as a whole.  We will study long-run economic growth and development, year-to-year fluctuations in economic activity, and the impact of both monetary and fiscal policy on inflation, unemployment, interest rates, investment, the exchange rate, and international trade.  
Prerequisites:  Elementary algebra and geometry

Academic Honesty




Harvard Summer School takes matters of academic honesty very seriously.   While you may discuss assignments with your classmates and others, make sure that any written material you submit is your own work.   Use of old course materials, including problem sets or exams from online sources, is strictly prohibited unless made available to all students by the instructor.  
Examples of unacceptable conduct include plagiarism, copying and pasting answers from the internet, downloading answers to problem sets or exams from other students or the internet, collaborating on examinations, etc.
Collaboration on problem sets is allowed, even encouraged, but there will be absolutely no allowance for any collaboration on exams.  Any suspected collaboration during an exam, or consultation via text, email, or the web, will result in a full report to the Administrative Board of the Summer School, with subsequent investigation and disciplinary action.

You are responsible for understanding Harvard Summer School policies on academic integrity (http://www.summer.harvard.edu/policies/student-responsibilities).   Not knowing the rules, misunderstanding the rules, running out of time, or being overwhelmed with multiple demands are not acceptable excuses. 
To support your learning about academic integrity rules, please visit the Resources to Support Academic Integrity: (http://www.summer.harvard.edu/resources-policies/resources-support-academic-integrity) 
where you will find links to the Harvard Guide to Using Sources and two free online 15-minute tutorials to test your knowledge of academic citation policy. The tutorials are anonymous open-learning tools. 

Publishing or Distributing Course Materials
Students may not post, publish, sell, or otherwise publicly distribute course materials without the written permission of the course instructor. Such materials include, but are not limited to, the following: lecture notes, lecture slides, video, or audio recordings, assignments, problem sets, examinations, other students’ work, and answer keys. Students who sell, post, publish, or distribute course materials without written permission, whether for the purposes of soliciting answers or otherwise, may be subject to disciplinary action, up to and including requirement to withdraw from the Summer School. Further, students may not make video or audio recordings of class sessions for their own use without written permission of the instructor.
Accessibility
The Summer School is committed to providing an accessible academic community. The Accessibility Office offers a variety of accommodations and services to students with documented disabilities. Please visit http://www.summer.harvard.edu/resources-policies/accessibility-services for more information. 

All accommodations need to go through the Accessibility Services Office. Separate arrangements for students who approach individual instructors with a disability issue cannot be made.
Course Evaluation
Your constructive assessment of this course plays an indispensable role in shaping education at Harvard.  Upon completing the course, please take time to fill out the online course evaluation.


Course Requirements
  Exams

There will be two exams for the course.  The first exam will cover the microeconomics portion of the course, including the lectures by Professor List.  The second exam will cover the macroeconomics portion, including the lectures by Professor Laibson.  Both of the exams will be taken on-line on Canvas.  
The first exam will be available on Canvas starting at noon (US Eastern Time) on Monday, July 11.  Students will have a 24-hour window, from noon (US Eastern Time) on July 11 to noon (US Eastern Time) on July 12, in which to complete the exam.  The exam is ninety minutes long, and will contain 75 questions.  Once begun, it must be taken in one sitting.  It cannot be partially finished, then saved, then completed later.
The second exam will be available on Canvas starting at noon (US Eastern Time) on Friday, August 5.  Students will have a 24-hour window, from noon (US Eastern Time) on August 5 to noon (US Eastern Time) on August 6, in which to complete the exam.  Like the first exam, the second exam is ninety minutes long, and will contain 75 questions.  Once begun, it must be taken in one sitting.  It cannot be partially finished, then saved, then completed later.
Detailed instructions on both exams will be sent to students well in advance of the exam dates.

Please Note: 

· It is your responsibility to plan your travel ahead around exam dates. In particular, the date of the second exam is determined by the Registrar and cannot be changed 
for any reason.  If you miss the second exam, you will need to petition for a make-up, which is quite an involved process, with make-ups granted only in exceptional circumstances.
· NO MAKE-UPS FOR THE FIRST EXAM WILL BE GIVEN.  So if you miss the first exam, for any reason, please see the section below on “Grading” to understand how your semester grade will be determined.
Proctorio
In order to assure the integrity of the exams, they will be proctored through software called Proctorio.  The Summer School offers remote proctoring integrated into the course Canvas site, and allows you to take exams wherever you are most comfortable.  There is no need to take the exams in the lecture hall, and, for distance students, there is no need to hire or pre-schedule an in-person proctor.  

Proctorio requires you to use a computer outfitted with an external or built-in webcam, microphone, and the Google Chrome browser.  A stable, reliable internet connection is essential  (e.g. hotspots and VPNs won’t work).  More information about setting up your computer and an opportunity to test Proctorio will be provided long before the scheduled exams.  

Problem Sets
There will be six problem sets assigned during the term.  These will be multiple choice assignments completed on MyEconLab.  Problem set availability and due dates are given on the course calendar below.  Further instructions about MyEconLab will be given before the first problem set is assigned.
The due date on problem sets cannot be extended for any reason.  However, the lowest two of the problem set scores for the semester will be dropped from the calculation of each student’s semester grade.  So, if you cannot do one of the problem sets some week, that will just be one of the scores that gets dropped.  No EXTEnsions will be granted.
Grading
Your semester grade will be based on the higher of two weightings:


30% problem set scores



30% problem sets


35% first exam


or

70% second exam


35% second exam

So, if you do poorly on the first exam, or are unable to take it for any reason, your second exam will automatically be reweighted to be 70% of your semester grade, with the problem sets constituting the remaining 30%.  We will make these calculations automatically for each student—you don’t have to “opt in” or “opt out” of one or the other weighting.  We will make certain you receive the highest grade to which you are entitled.
Once we have determined which weighting gives you the higher semester weighted average, your grade will be calculated two ways, and if there’s any difference in the result, we will give you the higher of the two letter grades which result.

· Curve
In the first calculation, semester grades will determined by a curve.  The nature of a curve is that your grade is based on your performance relative to all other students in the class.  It does not involve an “absolute standard,” e.g., 90 – 100 = A, 80 – 90 = B, etc., which you may be used to from high school or in some other courses.  I believe that a curve is ultimately the fairest way to determine grades, since it does not set some arbitrary absolute standard, but assigns grades based on students’ performance relative to their peers.

With a curve, your grade is based on your percentile rank in the class, i.e., the percentage of students in the class who scored below you.  If you are in the 60th percentile, for example, that means that 60% of students had scores equal to or below yours, while 40% of students had scores above yours.  

The Curve Used in Assigning Your Letter Grade for the Semester

To determine your semester grade, we will employ the (very generous) curve given below:

Letter Grade
        Percentile Rank Range  of Letter Grade


A
83rd Percentile  – 100th Percentile


A-
63rd Percentile  –  83rd  Percentile


 B+
44th Percentile  –  63rd Percentile


B
24th Percentile  –  44th Percentile


B-
10th Percentile  –  24th Percentile


C+
 7th  Percentile  –  10th Percentile


C
 5th  Percentile  –  7th  Percentile

  
C-
 3rd  Percentile  –  5th  Percentile


D
 2nd Percentile  –  3rd  Percentile


 E/F       0th Percentile  –  2nd Percentile
For example, say your total semester weighted average was 85%.  If this put you in the 60th percentile, you would receive a B+ by the curve.
· Absolute Scale
In the second calculation, grades will be determined by the standard curve you may be familiar with from high school.  In this approach, your letter grade is based directly on your semester weighted average.  Here is the scale:

A
93.0%

A-
90.0%

B+
87.0%

B
83.0%

B-
80.0%

C+
77.0%

C
73.0%

C-
70.0%

D
65.0%

E/F
0.0%

Following the previous example, if your semester weighted average was 85%, you would get a letter grade of B by the absolute curve.
Given that the curve resulted in a grade of B+, while the absolute scale resulted in a grade of B, your reported semester grade would be a B+.

Textbook
The course text is Economics, by Acemoglu, Laibson, and List (2nd edition), with MyEconLab  attached. (This MyEconLab access is critical, so don’t buy the book without the MyEconLab access.  We’ll be using MyEconLab for assignments.) All chapter listings in the course calendar below refer to this textbook.  
Further details on registering for MyEconLab and acquiring the book will be discussed at the first lecture.
All of the authors will be donating their royalties from the sale of the book to Econ S-10ab students to charity.

COURSE CALENDAR

	Tues., June 21
Prof. Watson

	Course Overview

The Scope of Economics

   Economic Agents and Economic Resources

   Definition of Economics

   Positive, Prescriptive, and Normative Economics

   Microeconomics and Macroeconomics

Three Principles of Economics

The Scientific Method

   Models and Data

   An Economic Model

Causation and Correlation

Economic Questions
Models
Chapters 1 & 2

______________________________________________________


	Wed., June 22   
Prof. Watson

	Demand, Supply, and Equilibrium

Basics of Demand


The Individual Demand Schedule


The Individual Demand Curve

From Individual Demand to Market Demand


Change in Quantity Demanded vs. Change in Demand
Basics of Supply

The Individual Supply Schedule


The Individual Supply Curve


From Individual Supply to Market Supply


Change in Quantity Supplies vs. Change in Supply
Equilibrium

Price Ceilings


Price Floors
Chapter 4



	Thurs., June 23
Prof. Watson

	Comparative Statics, Elasticity
Comparative Statics

Elasticity


Price Elasticity of Demand

Cross-price Elasticity of Demand

Income Elasticity of Demand


Price Elasticity of Supply
Section 5.5
Pp. 124 – 5 
PS 1 Available on MyEconLab
______________________________________________________


	Fri., June 24
Prof. Watson

	Consumer Theory
The Buyer’s Problem
What You Want:  Tastes and Preferences

Indifference Curves
What You Can Afford


The Budget Constraint

Consumer Optimum

Section 5.1

Chapter 5 Appendix

______________________________________________________


	Fri., June 24 Rob Munger

	Section 


	Mon., June 27
Prof. Watson
Tues., June 28
Prof. Watson

	Consumer Theory (cont.)
Changes in the Budget Constraint


Shifts—changes in income


Pivots—changes in prices

Income and Substitution Effects

Deriving the Demand Curve

Why Does the Demand Curve Slope Down?

Sections 5.2, 5.3
Behind the Supply Curve:  Producer Theory

Firms’ Costs


Total, Average and Marginal Costs


Total, Fixed and Variable Costs

pp. 118 – 120
______________________________________________________
The Perfectly Competitive Firm
The Perfectly Competitive Firm in the Short Run


Firms’ Revenues and Profit Maximization


Supply for a Perfectly Competitive Firm


The Shut-Down Condition

The Perfectly Competitive Firm in the Long Run


Comparative Statics

pp. 120 – 127

Section 6.5  


	Wed., June 29
Prof. Watson

	 Monopoly

Sources of Market Power

Marginal Revenue for a Monopoly
Profit Maximizing Quantity
Profits and Losses
Does a Monopoly Have a Supply Curve?

Chapter 12

Monopolistic Competition

Product Differentiation

Attributes of a Monopolistically Competitive Market

Profit Maximizing Quantity

Long-run Equilibrium

Ways to Delay the Zero Economic Profit Equilibrium

Monopolistic Competition and Efficiency
Section 14.3

Oligopoly

Four-firm Concentration Ratios

Oligopoly Model with Homogeneous Products
Oligopoly Model with Differentiated Products

Section 14.2

PS 1 Must Be Completed by 11:45 PM (Eastern US Time)
PS 2 Available on MyEconLab



	
	

	Thurs., June 30
Prof. List
Fri., July 1
Rob Munger

Tues., July 5
Prof. List


	Game Theory and Strategic Play

The Players, the Strategies, and the Payoffs

   A Key to Optimal Play: Best Responses

   Dominant Strategies and Dominant Strategy Equilibrium

   Advertising for Your Surf Shop

Nash Equilibrium
   Box: A Beautiful Mind
   Finding a Nash Equilibrium 
Choice and Consequence: Work or Shirk in a Partnership?

Applications of Nash Equilibria

The Dating Game
   Tragedy of the Commons Revisited

 Penalty Kicks and Mixed Strategies

   Choice and Consequence: Acting Unpredictably

How Do People Actually Play Such Games?

   An Example of the Prisoner’s Dilemma: “Friend or Foe”
   Penalty Kicks 
Games Where Players Move One After the Other

   Backward Induction

   First-Mover Advantage and the Value of Commitment and Vengeance

   How Would You Decide?: The Lemons Game

Chapter 13
______________________________________________________
Section

______________________________________________________
Auctions and Bargaining
Auctions

   Types of Auctions

   The Revenue Equivalence Theorem
Bargaining
   What Determines Bargaining Outcomes?
   Bargaining in Action:  The Ultimatum Game
   Bargaining and the Coase Theorem
Chapter 17



	Wed., July 6
Rob Munger
Thurs., July 7
Prof.List

	Welfare Economics
Consumer Surplus

Producer Surplus

Social Surplus

Efficiency

   Pareto Optimality

Welfare Analysis of a Price Ceiling

Welfare Analysis of a Price Floor

Sections 5.4, 6.4, 7.1

PS 2 Must Be Completed by 11:45 PM (Eastern US Time)
PS 3 Available on MyEconLab
______________________________________________________
Social Economics, The Environment

The Economics of Charity and Fairness

   Understanding Charity

   Why Do People Make Charitable Gifts?

   Letting the Data Speak:  Why Do People Give to Charity?

   The Economics of Fairness

      Fairness on Television?

      Fairness in the Lab

   How Would You Decide? The Dictator Game

Evidence-Based Economics: Do People Care about Fairness?

The Economics of Trust and Revenge

   The Economics of Trust

   The Economics of Revenge

How Others Influence Our Decisions

   Where Do Our Preferences Come From?

   The Economics of Peer Effects

   Box: Is Economics Bad for You?

   Letting the Data Speak: Your Peers Affect Your Waistline

   Following the Crowd: Herding

   Box:  Are You an Internet Explorer?

Chapter 18
Economics of the Environment

  Valuing the Environment

  Pollution as an Externality

Economics of Climate Change

  Technology and Climate Change
Web Chapter 2


	Fri., July 8 
Rob Munger
Sun., July 10
Mon., July 11 
--Tues., July 12
Wed., July 13
Prof.Watson
Thurs., July 14
Prof.Watson

	First Exam Review
______________________________________________________

PS 3 Must Be Completed by 11:45 PM (Eastern US Time)
______________________________________________________

First Exam (covering only the lectures from June 21 to July 8)
______________________________________________________

Key Macro Variables:  Gross Domestic Product (GDP)
Definition

Measurement


The expenditure method

Components of GDP

Potential GDP

Per Capita GDP

Real vs. Nominal GDP

Key Macro Variables:  Inflation

GDP Deflator

Chapter 19

Section 25.2   
PS 4 Available on MyEconLab
Inflation (cont.)
The Consumer Price Index (CPI)


CPI vs. GDP Deflator

Nominal vs. Real Interest Rates

Costs of Inflation

Section 25.3   
Unemployment
Measurement

Kinds of Unemployment

Causes of Unemployment

Chapter 23


	Fri., July 15 
Rob Munger

Mon., July 18
Prof.Laibson
Tues., July 19
Prof.Laibson
Wed., July 20
Prof.Laibson

	Section

______________________________________________________

Tradeoffs Involving Time and Risk

The Time Value of Money

   Interest Rates

   Borrowing Versus Lending

   Optimization Toolbox: Present Value

  Tim Preferences

   Time Discounting

   Preference Reversals

Evidence-Based Economics: Preference Reversals

   Optimization Error: Failing to Anticipate Preference Reversals

Probability and Risk

   Optimization Error:  The Gambler’s Fallacy

   Optimization Toolbox: Expected Value

   Optimization Application: Gambling

   Optimization Error: Buying an Extended Warranty

Risk Preferences

   Diminishing Marginal Utility and Risk Aversion

   Optimization Toolbox: Life Insurance

Chapter 15
Financial Decision Making  

Risk and Return

   Risky Returns

   Percentiles

   Risk Associated with Individual Stocks

Diversification

Investment Accounts

   Bank Accounts

   Brokerage Accounts

   Mutual Funds

   Retirement Savings Plans

  Decision-Making Error: Overlooking Fees

   How Easy Is It to Beat the Market?

Evidence-Based Economics: Return Chasing

Web Chapter 1

Credit Markets

What is the Credit Market?

  Borrowers and the Demand for Loans

  Real and Nominal Interest Rates

  The Credit Demand Curve

  Saving Decisions

  The Credit Supply Curve

  Equilibrium in the Credit Market

Banks and Financial Intermediation:  Putting Supply and Demand Together

  Assets and Liabilities on the Balance Sheet of a Bank

What Banks Do

  Identifying Profitable Lending Opportunities

  Maturity Transformation

  Management of Risk

  Bank Runs

  Bank Regulation and Bank Solvency

Evidence-Based Economics: How often do banks fail?

Choice & Consequence: Too Big to Fail

Chapter 24

PS 4 Must Be Completed by 11:45 PM (Eastern US Time)
PS 5 Available on MyEconLab


	
	

	 Thurs., July 21
Prof. Laibson

	Short-Run Economic Fluctuations 
Economic Fluctuations

   The Nature of Business Cycles

   Patterns of Economic Fluctuations

   The Great Depression

Short-Run Macroeconomic Equilibrium and Fluctuations

    Labor Demand and Fluctuations

    Sources of Fluctuations

      Animal Spirits and Multipliers: Keynesian Explanations

      Monetary and  Financial Factors: Explanations from Milton Friedman

      Explanations Related to the Credit Market

    Multipliers Again

    Macroeconomic Equilibrium in the Medium Run

Evidence-Based Economics: What Caused the Great Recession of 2007-2009?

Chapter 26



	Fri., July 22
Rob Munger
Mon., July 25 Prof. Laibson

	Section
Monetary Policy

The Federal Reserve

    The Central Bank and the Objectives of Monetary Policy

    The Federal Funds Market

    The Relationship Between the Federal Funds Rate and the Long-

         Term Real Interest Rate

The Role of Countercyclical Policies in Economic Fluctuations

Countercyclical Monetary Policy

   Controlling the Federal Funds Rate

   Other Tools of the Fed

   Expectations, Inflation, and Monetary Policy

   Contractionary Monetary Policy:  Control of Inflation

Sections 27.1 – 27.2


	Tues., July 26
Prof. Laibson
Wed., July 27
Rob Munger

	Fiscal Policy
Basics of Fiscal Policy

Countercyclical Fiscal Policy

    Fiscal Policy Over the Business Cycle

    Automatic and Discretionary Components

Policies That Blur the Line Between Fiscal and Monetary Policy
Section 27.3
Open Economy Macroeconomics

Exchange Rates

The Foreign Exchange Market

   How do Governments Intervene in the Foreign Exchange Market

The Real Exchange Rate and Exports

GDP in the Open Economy

   Interest Rates, Exchange Rates, and Net Exports

Chapter 29

PS 5 Must Be Completed by 11:45 PM (Eastern US Time)
PS 6 Available on MyEconLab


	
	

	Thurs., July 28
Prof. Watson

	Economic Growth
Calculating Growth Rates

The Rule of 70

The Sources of Growth


The Per Worker Production Function


Technological Change


Productivity in the U.S.

New Growth Theory

Growth Across Countries

Convergence

Economic Development:  The Three Alternative Approaches
     Development Debates

Chaps. 21 – 22


	Fri., July 29
Rob Munger
	Section


	Tues., Aug. 2

	Review for the Second Exam
__________________________________________________________



	Wed., Aug. 3

	TA Office Hours

PS 6 Must Be Completed by 11:45 PM (Eastern US Time)

 

	Thurs., Aug. 4

	TA Office Hours



	Fri., Aug. 5 - Sat. Aug. 6            

	Second Exam   (90 min., covering only the lectures from July 13 to July
                           28)

          


