Session 2011-2012
UNIVERSITY OF ESSEX 
DEPARTMENT OF ECONOMICS


						Module Supervisors: 	Prof Tim Hatton 
Dr Jonathan Halket

EC111 INTRODUCTION TO ECONOMICS 

This module provides a broad overview of economics suitable as an introduction to the subject for all undergraduates. It is designed to develop students’ knowledge of economic ideas in the context of contemporary issues using the tools of elementary economic analysis. Students are shown how to apply economic reasoning to a range of problems relevant for understanding the mechanisms and institutions which allocate and distribute resources.  In the Autumn Term theories of individual (micro) behaviour are introduced, including consumer decision-making as well firms’ conduct in different market structures. In the Spring Term the focus shifts to the study of aggregate (macro) level economic activity: inflation, unemployment, business cycles and economic growth. The national economy is analysed in a global environment that includes international trade, monetary and financial systems. The effects of government policy and the choice of those policies is analysed throughout the module.  

ASSESSMENT 

Details of assessment and submission deadlines are contained in the Undergraduate Economics Handbook 2011-12, available from room 5B.209. It is very important for you to obtain a copy of the Handbook. Further information about the module is contained in the University’s module catalogue, see: http://www.essex.ac.uk/courses/
 
TEACHING 

There are two lectures per week in both the Autumn and Spring terms. In the Autumn Term, Tim Hatton will lecture on microeconomics. Jonathan Halket lectures in the Spring Term on macroeconomics. In addition, students are required to attend and prepare for a weekly class. The classes are designed to review the previous week’s lecture and will be largely based on exercises set in advance. Students are also invited to suggest topics for discussion or clarification. 

READING 

The required text for the module is: 
D. Begg, G. Vernasca, S. Fischer and R. Dornbusch, Economics, 10th edition, McGraw-Hill , 2011. 

Two alternative texts which may be useful for additional reading are: 
M. Parkin, M. Powell and K Matthews, Economics, 8th Edn, Pearson Education, 2011, and J. Sloman and D. Garrett, Essentials of Economics, 5th Edn, Pearson Education, 2010.

The core material for the module is that provided in the lectures and classes. Although lecture notes will be made available, the material will be explained in more detail during the lectures and so you are strongly advised to attend the lectures. Even so, it is not possible to cover in detail all of the relevant material, so reading the texts is essential to deepen your knowledge. 

OUTLINE OF TOPICS 

A. MICROECONOMICS (Autumn Term) 

1. Introduction; Supply and Demand: Week beginning 10th  October (University week: 2) 
Scope and methodology of economics. Production possibilities and the gains from trade. Demand supply and equilibrium in a single market. 
Reading: Begg, chapters 1.2-1.5, 2.10, 3.1-3.3, 3.9.
2. Price and Quantities in a Competitive Market: Week beginning 17th October (University week: 3) 
Demand, supply and equilibrium. Shifts in demand and supply. Elasticities. Government intervention: taxes and tariffs. 
Reading: Begg, chapters 3.5-3.7, 4.1-4.6, 4.8-4.9, 28.4.
3. Theory of Consumer Choice: Week beginning 24th October 2011 (University week: 4) 
Consumer preferences and indifference analysis. Budget constraint. Optimisation. Income and substitution effects. 
Reading: Begg, chapter 5.1-5.5. 

4. Consumer Surplus and Uncertainty; Theory of the Firm, Production and Costs: Week beginning 31st October (University week: 5) 
Consumer surplus. Uncertainty and Insurance. Theory of production. Cost curves. Cost minimisation. 
Reading: Begg, chapters 3.8, 12.2, 6.1-6.6, 7.1-7.7

5. Perfect Competition: Week beginning 7th November (University week: 6) 
Profit Maximisation and he supply curve of a perfectly competitive firm. Short run versus long run. Industry supply. Equilibrium. 
Reading: Begg, chapters 7.8, 8.1-8.5

6. Monopoly and regulation: Week beginning 14th November (University week: 7) 
Characteristics of monopoly. Marginal revenue and market power. Comparison with perfect competition. Regulation. Price discrimination. 
Reading: Begg, chapter 8.6-8.9. 

7. Imperfect Competition: Week beginning 21st November (University week: 8) 
Monopolistic competition. Oligopoly and strategic firm behaviour. 
Reading: Begg, chapter 9.1-9.7 (except pp. 214-5). 
8. The Labour Market: Week beginning 28th November  (University week: 9) 
Labour supply decisions. Labour demand under perfect competition. Wage determination with imperfect labour markets. 
Reading: Begg, chapter 10.1-10.7. 

9. Capital and Investment; Introduction to Welfare: Week beginning 5th December (University week: 10) 
Present values. Demand, supply and equilibrium in the market for capital services. Welfare theorems. Perfect competition and Pareto efficiency. 
Reading: Begg, chapters 11.1-11.2, 11.4-11.6, 13.1-13.4. . 
10. Welfare Economics: Week beginning 12th December (University week: 11) 
Market failures. Externalities. Public goods.
Reading: Begg chapters 13.5-13.5, 14.1-14.2.
B. MACROECONOMICS (Spring Term) 

11. Introduction: Week beginning 16th January  (University week: 16) 
Macroeconomics and the national economy. Key issues.  The circular flow of income. Measuring national income and output. 
Reading: Begg chapter 15. 
12. National income determination: Week beginning 23rd January (University week: 17) 
The consumption function. The Keynesian multiplier. The role of  government: expenditures, taxes, and fiscal policy.
Reading: Begg chapter 16 and 17.1-17.6. 
13. Money and Banking: Week beginning 30th January  (University week: 18) 
The functions of money and the role of the banking system. The supply of money and  the money multiplier.
Reading: Begg chapter 18. 

14. The money market, the interest rate and monetary policy: Week beginning 6th February (University week: 19) 
Money market equilibrium. Interaction of goods and money markets. Fiscal and monetary policy in a closed economy. 
Reading: Begg chapters 19-20. 

15. Aggregate supply, prices and shocks: Week beginning 13th February (University week: 20) 
Inflation, aggregate demand and supply. The labour market. Shocks and adjustments to shocks. Monetary tradeoffs. 
Reading: Begg chapter 21. 

16. Inflation, Expectations and Credibility: Week beginning 20th  February (University week: 21) 
Inflation, money, interest rates and expectations. Inflation, unemployment and output.  Controlling inflation and its costs. 
Reading: Begg chapter 22. 

17. Unemployment: Week beginning 27th February (University week: 22) 
The labour market and unemployment. Decomposing unemployment. 
Reading: Begg chapter 23. 

18. Open economy macroeconomics (1): Week beginning 5th March (University week: 23)
The foreign exchange market and the exchange rate. The balance of payments. Exchange rate regimes. International capital mobility. 
Reading: Begg chapter 24. 
19. Open economy macroeconomics (2): Week beginning 12th March  (University week: 24)
Fiscal and monetary policy under fixed and floating exchange rates. International capital mobility and the money supply. 
Reading: Begg chapter 25. 

20. Economic growth:: Week beginning 19th March  (University week: 25) 
Long run economic growth. Saving and the capital stock. The neoclassical growth model. Income differences between economies and economic convergence. Endogenous Growth.
Reading: Begg chapter 26. 



