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Comparative Advantage

1.Exchange and Opportunity Cost
a. The Principle of Comparative Advantage
b. Sources of Comparative Advantage

2.Comparative Advantage and Production Possibilities
a. The Production Possibilities Curve

b. How Individual Productivity Affects the Slope and Position
of the PPC

c. The Gains from Specialization and Exchange

d. A Production Possibilities Curve for a Many-Person Economy

Curve
a. Why Have Some Countries Been Slow To Specialize?
b. Can We Have Too Much Specialization?

4.Comparative Advantage and International Trade
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b. Shifts in the Supply Curve
c. Four Simple Rules

5. Efficiency and Equilibrium
a. Cash on the Table

b. Smart for One, Dumb for All

Macroeconomics: The Bird"s-Eye View of the Economy

1. Introduction/Overview
a. Brief economic history of the Great Depression

b. Macroeconomic policies are government actions designed to
affect the performance of the economy as a whole.

2. The Major Macroeconomic Issues
a. Economic growth and living standards
b. Productivity
c. Recessions and Expansions
d. Unemployment
e. Inflation
f. Economic Interdependence Among Nations
3. Macroeconomic Policy
a. There are three major types of macroeconomic policy:

b. Positive versus Normative Analyses of Macroeconomic
Policies

c. Aggregation

d. Studying Macroeconomics: A Preview

Spending, Income, and GDP
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a. Market Value
b. Final Goods and Services
c. Produced Within a Country during a Given Period
2. The Expenditure Method for Measuring GDP
3. GDP and the Incomes of Capital and Labor
4. Nominal GDP versus Real GDP
5. Real GDP Is Not the Same as Economic Well-Being
a. Leisure Time
b. Nonmarket Economic Activities
c. Environmental Quality and Resource Depletion
d. Quality Of Life
e. Poverty and Economic Inequality
6. But GDP Is Related To Economic Well-Being
a. Availability of Goods and Services

b. Health and Education

Inflation and the Price Level

1. The Consumer Price Index: Measuring the Price Level
2. Inflation
3. Adjusting For Inflation

a. Deflating a Nominal Quantity

b. Indexing To Maintain Buying Power

5. The Costs of Inflation: Not What You Think
6. The True Costs of Inflation

ystem
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b. Distortions of the Tax System
a. Unexpected Redistribution of Wealth
b. Interference with Long-Run Planning
8. Hyperinflation
9. Inflation and Interest Rates
a. Inflation and the Real Interest Rate

b. The Fisher Effect

Wages and Unemployment

1. Five Important Labor Market Trends
a. Trends in Real Wages
b. Trends in Employment and Unemployment
2. Supply And Demand in the Labor Market
a. Wages and the Demand for Labor

b. Shifts in the Demand for Labor

(¢

. The Supply of Labor
d. Shifts in the Supply of Labor
3. Explaining the Trends in Real Wages and Employment

a. Why Have Real Wages Increased By So Much In The
Industrialized Countries?

b. Since The 1970s, Real Wage Growth In The United States Has
Slowed, While Employment Has Expanded Rapidly.

c. Increasing Wage Inequality: The Effects of Globalization
d. Increasing Wage Inequality: Technological Change

4. Unemployment and the Unemployment Rate
a. Measuring Unemployment

b. The Costs of Unemployment
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c. The Duration of Unemployment

e. Types of Unemployment and Their Costs
f. Impediments to Full Employment

g- Why Are Unemployment Rates So High In Western Europe?

Economic Growth

1. The Remarkable Rise in Living Standards: The Record
2.

3. Why Nations Become Rich: The Crucial Role of Average Labor
Productivity

4. The Determinants of Average Labor Productivity
a. Human Capital
b. Physical Capital
c. Land and Other Natural Resources
d. Technology
e. Entrepreneurship and Management
f. The Political and Legal Environment
5. The Costs of Economic Growth
6. Promoting Economic Growth
a. Policies to Increase Human Capital
b. Policies That Promote Saving and Investment
c. Policies That Support Research And Development
d. The Legal and Political Framework

e. The Poorest Countries: A Special Case?
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Saving, Capital Formation, and Financial Markets

1. Saving and Wealth
a. Stocks and Flows
b. Capital Gains and Losses
2. National Saving and Its Components
a. The Measurement of National Saving
b. Private and Public Components of National Saving
c. Public Saving and the Government Budget
d. Is Low Household Saving A Problem?
3. Why Do People Save?
a. Saving and the Real Interest Rate
b. Saving, Self-Control, And Demonstration Effects
4. Investment and Capital Formation

5. Saving, Investment, And Financial Markets

The Financial System, Money, and Prices

1. The Financial System and the Allocation of Saving to
Productive Uses

a. The Banking System
b. Bonds and Stocks
2. Bond Markets, Stock Markets, and the Allocation of Savings
3. Money and Its Uses
a. Measuring Money
4. Commercial Banks and the Creation of Money
5. Central Banks, the Money Supply, and Prices
a. Controlling the Money Supply with Open-Market Operations

b. Money and Prices
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c. Velocity

d. Money and Inflation In The Long Run

Exchange Rates and the Open Economy

1. Exchange Rates
a. Nominal Exchange Rates
b. Flexible versus Fixed Exchange Rates
2. The Determination of the Exchange Rate in the Short Run
a. A Supply and Demand Analysis
b. Changes in the Supply of Dollars
c. Changes in the Demand for Dollars
3. Monetary Policy and the Exchange Rate
a. The Exchange Rate as a Tool of Monetary Policy
4. Fixed Exchange Rates
a. How to Fix an Exchange Rate
b. Monetary Policy and the Fixed Exchange Rate

c. Monetary Policy, Fixed Exchange Rates, and the Great
Depression

d. The International Monetary Fund

5. Should Exchange Rates Be Fixed or Flexible?
a. The Euro: A Common Currency for Europe

6. Determination of the Exchange Rate in the Long Run
a. The Real Exchange Rate

b. A Simple Theory of Exchange Rates: Purchasing Power Parity
(PPP)

c. Shortcomings of the PPP Theory
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International Trade and Capital Flows

1. The Trade Balance and Net Capital Inflows
2. Comparative Advantage as a Basis for Trade

3. Production and Consumption Possibilities and the Benefits of
Trade

a. Consumption Possibilities With and Without International
Trade

b. How Do World Prices Affect What A Country Produces?
4. Trade Restrictions: Causes and Consequences
a. Protectionist Policies: Tariffs and Quotas

b. The Economic Naturalist: Why do consumers in the united
states pay more than double the world price for sugar?

c. The Inefficiency of Protectionism

5. International Capital Flows
a. The Determinants of International Capital Flows
b. Saving, Investment, And Capital Inflows

c. The Saving Rate and the Trade Deficit

WTO

1. An introduction to the WTO; its purpose, functions and history
2. Dispute Settlement in the WTO
3. Understanding the WTO: the Agreements

4. WTO Dispute Cases

http://www.wto.org/

Labor Markets, Poverty, and Income Distribution

1. The Economic Value of Work
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2. The Equilibrium Wage and Employment Levels
a. The Demand Curve for Labor
b. The Supply Curve of Labor
c. Market Shifts
3. Explaining Differences in Earnings
a. Human Capital Theory
b. Labor Unions
c. Compensating Wage Differentials
d. Discrimination in the Labor Market
e. Winner-Take-All Markets
4. Recent Trends in Inequality
5. Is Income Inequality A Moral Problem?
6. Methods of Income Redistribution
a. Welfare Payments and In-Kind Transfers
b. Means-Tested Benefit Programs
c. The Negative Income Tax
d. Minimum Wages
e. The Earned-Income Tax Credit
f. Public Employment for the Poor

g- A Combination of Methods

The Environment, Health, and Safety

1. The Economics of Health Care Delivery
a. Applying the Cost-Benefit Criterion

b. Designing a Solution

118




2. Using Price Incentives in Environmental Regulation
a. Taxing Pollution
b. Auctioning Pollution Permits

3. Workplace Safety Regulation

4. Public Health and Security

Public Goods and Tax Policy

1. Government Provision of Public Goods
a. Public Goods versus Private Goods
b. Paying For Public Goods

2. The Optimal Quantity of a Public Good
a. The Demand Curve for a Public Good
b. Private Provision of Public Goods

3. Additional Functions of Government
a. Externalities and Property Rights

b. Local, State, or Federal?
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