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A macroeconomics course introduces students to fundamental economic
concepts such as scarcity and opportunity costs. Students understand the
distinction between absolute and comparative advantage and apply the principle
of comparative advantage to determine the basis on which mutually
advantageous trade can take place between individuals and/or countries and to
identify comparative advantage from differences in opportunity costs. Other basic
concepts that are explored include the functions performed by an economic
system and the way the tools of supply and demand are used to analyze the
workings of a free market economy. The course should also introduce the
concept of the business cycle to give students an overview of economic
fluctuations and to highlight the dynamics of unemployment, inflation, and
economic growth. Coverage of these concepts provides students with the
foundation for a thorough understanding of macroeconomic concepts and issues.

ii. Measurement of Economic Performance

To provide an overview of how the economy works, the course should start with
a model of the circular flow of income and products that contain the four sectors:
households, businesses, government, and international. It is important to identify
and examine the key measures of economic performance: gross domestic
product, unemployment, and inflation.

In studying the concept of gross domestic product, it is also important that
students learn how gross domestic product is measured, have a clear
understanding of its components, and be able to distinguish between real and
nominal gross domestic product.

The course should examine the nature and causes of unemployment, the costs
of unemployment, and how the unemployment rate is measured, including the
criticisms associated with the measurement of the unemployment rate. It is also
important to understand the concept of the natural rate of unemployment and the
factors that affect it. Students should also have an understanding of inflation and
how it is measured. In this section, the course should cover the costs of inflation,
the main price indices, such as the consumer price index (CPI), and the gross
domestic product deflator. Students should learn how these indices are
constructed and used to convert nominal values into real values, as well as to
convert dollar values in the past to dollar values in the present. It is also
important to highlight the differences between the two price indices as a measure
of inflation, as well as the problems associated with each measure.

iii. National Income and Price Determination

This section introduces the aggregate supply and aggregate demand model to
explain the determination of equilibrium national output and the general price
level, as well as to analyze and evaluate the effects of public policy. It is
important to discuss the aggregate demand and aggregate supply concepts
individually to provide students a firm understanding of the mechanics of the
aggregate demand and aggregate supply model.
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The aggregate demand and aggregate supply analysis often begins with a
general discussion of the nature and shape of the aggregate demand and
aggregate supply curves and the factors that affect them. A detailed study of
aggregate demand may begin by defining the four components of aggregate
demand: consumption, investment, government spending, and net exports. It
also examines why the aggregate demand curve slopes downward and how
changes in the determinants affect the aggregate demand curve. The spending-
multiplier concept and its impact on aggregate demand, and how crowding out
lessens this impact, should be demonstrated as well. The course can then
present the definition and determinants of aggregate supply, the different views
about the shape of the aggregate supply curve in the short run and in the long
run, and highlight the importance of the shape in determining the effect of
changes in aggregate demand on the economy. It is also important to
understand the notion of sticky-price and sticky-wage models and their
implication for the aggregate supply curve in comparison to flexible prices and
wages.

Students should be able to use the aggregate demand and aggregate supply
model to determine equilibrium income and price level and to analyze the impact
of economic fluctuations on the economy's output and price level, both in the
short run and in the long run.

iv. Financial Sector

To understand how monetary policy works, students must understand the
definitions of both the money supply and money demand and the factors that
affect each of them. Here the course introduces students to the definition of
money and other financial assets such as bonds and stocks, the time value of
money, measures of the money supply, fractional reserve banking, and the
Federal Reserve System. In presenting the money supply, it is important to
introduce the process of multiple-deposit expansion and money creation using T-
accounts, and the use of the money multiplier. In learning about monetary policy,
it is important to define money demand and examine its determinants. Having
completed the study of money supply and money demand, the course should
proceed to investigate how equilibrium in the money market determines the
equilibrium interest rate, how the investment demand curve provides the link
between changes in the interest rate and changes in aggregate demand, and
how changes in aggregate demand affect real output and price level. Students
should have an understanding of financial markets and the working of the
loanable funds market in determining the real interest rate. It is also important
that students develop a clear understanding of the differences between the
money market and the loanable funds market.

Having an understanding of the financial markets, students should identify and
examine the tools of central bank policy and their impact on the money supply
and interest rate. Students should understand the distinction between nominal
and real interest rate. Students should also be introduced to the quantity theory
of money, and examine and understand the effect of monetary policy on real
output growth and inflation.
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v. Inflation, Unemployment, and Stabilization Policies

Public policy affects the economy's output, price level, and level of employment,
both in the short run and in the long run. Students should learn to analyze the
impacts of fiscal policy and monetary policy on aggregate demand and on
aggregate supply as well as on the economy's output and price level both in the
short run and in the long run. It is also important to understand how an economy
responds to a short-run shock and adjusts to long-run equilibrium in the absence
of any public policy actions.

With both monetary and fiscal policies now incorporated in the analysis of
aggregate demand and aggregate supply, an understanding of the interactions
between the two is essential. Students should also examine the economic effects
of government budget deficits, including crowding out; consider the issues
involved in determining the burden of the national debt; and explore the
relationships between deficits, interest rates, and inflation. The course should
distinguish between the short-run and long-run impacts of monetary and fiscal
policies and trace the short-run and long-run effects of supply shocks. Short-run
and long-run Phillips curves are introduced to help students gain an
understanding of the inflation-unemployment trade-off and how this trade-off may
differ in the short and long run. In this section, the course identifies the causes of
inflation and illustrates them by using the aggregate demand and aggregate
supply model. A well-rounded course also includes an examination of the
significance of expectations, including inflationary expectations.

vi. Economic Growth and Productivity

The course should introduce the framework and examine how long-run economic
growth occurs. Students should understand the role of productivity in raising real
output and the standard of living, and the role of investment in human capital
formation and physical capital accumulation, research and development, and
technical progress in raising productivity. Having learned the determinants of
growth, students should examine how public policies influence the long-run
economic growth of an economy.

vii. Open Economy: International Trade and Finance

An open economy interacts with the rest of the world both through the goods
market and the financial markets, and it is important to understand how a
country's transactions with the rest of the world are recorded in the balance of
payments accounts. Students should understand the meaning of trade balance,
the distinction between the current account balance and the capital account
balance, and the implications for the foreign exchange market.

The course should also focus on the foreign exchange market and examine how
the equilibrium exchange rate is determined. Students should understand how
market forces and public policy affect currency demand and currency supply in
the foreign exchange markets and lead to currency appreciation or depreciation.
How capital flows affect exchange rates, and how appreciation or depreciation of
a currency affects a country's net exports should be an integral part of the
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presentation. Having learned the mechanics of the foreign exchange markets,
students should then understand how changes in net exports and capital flows
affect financial and goods markets.

It is important to examine the effects of trade restrictions, how the international
payments system hinders or facilitates trade, how domestic policy actions affect
international finance and trade, and how international exchange rates affect
domestic policy goals.

Major Concepts

VI.

VII.

Basic Economic Concepts

Measurement of Economic Performance

a. National income accounts

b. Inflation measurement and adjustment

c. Unemployment

National Income and Price Determination

a. Aggregate demand

b. Aggregate supply

c. Macroeconomic equilibrium

Financial Sector

a. Money, banking, and financial markets

b. Loanable funds market

c. Central bank and control of the money supply

Stabilization Policies

a. Fiscal and monetary policies

b. The Phillips curve

Economic Growth

a. Definition of economic growth

b. Determinants of economic growth

c. Growth policy

Open Economy: International Trade and Finance

a. Balance of payments accounts

b. Foreign exchange market

c. Imports, exports, and financial capital flows

d. Relationships between international and domestic financial
and goods markets

A. Course Schedule (Days and Length of class period)
1. The course meets 5 periods per week for the duration of one school year.
2. A class period is approximately 45-49 minutes.

B. Pacing (content by marking period)

Marking Period Unit

Quarter 1 Basic economics concepts; Measurement of economic
performance

Quarter 2 National Income and price determination; Financial sector

Quarter 3 Financial Sector; Stabilization policies; Economic growth

Quarter 4

Open economy

Page 5
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C. Methods

1. The instructor with the help of the students and staff will identify and
select community resource people to provide experiences that extend
and enrich the learning experience.

2. The librarian, in cooperation with the instructor, will identify evaluate
and select library resource material that will enhance learning activities.

3. Role playing, simulation, drawing, creative projects, group discussions,
and sharing of literary selections will be used to help the students
express attitudes and values.

4. The instructor will meet students’ individual needs by selecting a
variety of supplementary materials of varied levels of difficulty.

5. The instructor will modify learning activities for academically
challenged students if needed.

6. The instructor will introduce students to computer applications related
to social studies.

7. The instructor will provide opportunities for expository writing.

8. The instructor will develop reading activities in conjunction with the
Reading Department.

9. The instructor will expose students to primary source material.

10. The instructor will use traditional methods of teaching in conjunction
with inquiry approach and discovery learning.

11. The teacher will create opportunities for students to gain and
demonstrate understanding of content objectives through expository
and creative writing, visual projects, cooperative activities, simulations,
performance based activities, and traditional testing.

12. The teacher will implement the use of technology through the use of
the Promethean Board and laptops.

D. Resources

Anderson, David, and Margaret Ray. Krugman's Economics for AP. 1st. ed. Worth
Publishers, 2011

Morton, John S. Advanced Placement Economics: Student Resource, 3rd ed. National
Council on Economic Education. New York, 2003

The Wall Street Journal (print edition)

WiFi internet access, lap top classroom cart access.

Computer software, internet databases, internet resources.

Safari and Safari Montage video system.

Relevant periodicals.

Various research tools provided by ASD

Assessment
A. Procedures for Evaluation
a. Summative assessments

i. AP based assessments will be administered at the end of each unit.

ii. An AP Macroeconomics based midterm will be administered at the end of
the first semester.
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iii. An AP Macroeconomics based final will be administered at the end of the
second semester

b. Formative assessments will be administered in a variety of formats.

c. Accommodations aligned with those permitted for the PSSA/Keystone Exams and
included in IEP’s will be provided for Special Education students who are enrolled
in this course.

B. Expected Levels of Achievement
Students are expected to achieve at least a minimum level of proficiency.
Proficiency and related grades are defined as follows:

A 90 — 100%
B 80 - 89%
G 70 - 79%

D 60 - 69%



