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Finance 6341 

World Economy, section 060 

Spring 2022 

Murray Frank 

 

Class Time: Tuesdays 5:45 PM to 9:05 PM  

Office Hours: Thursdays 10:00 AM to noon. 

Teaching Assistant: Jash Jain. E-mail: jain0125@umn.edu 

 

The purpose of this course is to provide you with an understanding of the world economy 

through the lens of macroeconomic analysis and policy debates.  The class starts by covering 

the foundations: basic national income accounting, money, labor markets, and basic of 

international capital flows.  Then we turn to long-run economic growth.  We will carefully 

develop a short-run framework that is widely applied to macro policy debates, the AD-AS 

framework.  We will then consider the policy debates about government debt.  Finally, 

students will present their international macro reports to the class.  

 

Most classes have a significant time component devoted to discussions of assigned readings. 

These readings are critical to your developing an understanding of the range of modern 

macroeconomic policy debates. The readings present a wide range of often conflicting, 

macro policy perspectives. Because macroeconomic policy includes politically touchy topics, 

some of the readings disagree with each other. Reading and discussing such articles carefully 

is intended to help sharpen your thinking and your awareness.  You should expect to disagree 

with some of the readings -- I certainly do! But the point is to understand what is being said, 

and why. It is not just to decide if you agree. 

 

Background knowledge: We will make extensive use of basic algebra, statistics, and Excel. 

On Canvas there is a document that you can use to check that you still remember the basics. 

 

Textbook: Jones, C.I., 2021, Macroeconomics, 5th edition, W.W. Norton & Company. The 

textbook covers most of our analytical foundation.   

 

Grades:  

1. Homework 15% 

2. Team project initial proposal 5% 
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3. Team project interim report 5% 

4. Team project final report and video 20%  

5. Class discussion preps 10% 

6. Class participation 10%  

7. Exam 1 is 10%  

8. Exam 2 is 25%  

 

Homework: All are due to be submitted on our class Canvas before 11:59 pm on the due 

dates: assignment 1 Feb 9, assignment 2 Mar 8, assignment 3 Mar 29.  

 

Each student will do their own homework assignment. However, it is often useful to discuss 

things with others. In a class like this, most students do not know each other. Accordingly, for 

each homework each student will be in a “talk about it group” of roughly 3 or 4 people. It is 

expected that you are likely to talk about the homework informally with the other members 

of the group while working on it. Commonly you might first touch base with them about a 

week or 10 days before the due date, and then again as seems useful. This is a suggestion, not 

a requirement. 

 

Project: Team size is usually two or perhaps three people.   Each team will choose a country 

(first come, first served) and examine a key feature of its macroeconomic conditions. Due to 

the assigned class readings, excluded countries: USA, China, Japan, and India. This could be 

an examination of the long run trend growth, an examination of a recent business cycle, 

consideration of exchange rate policies, labor policies, the financial market conditions, fiscal 

policies, or some other relevant macroeconomic issue.  Make sure you have something that 

seems interesting to focus on.  You will make appropriate use of the tools developed in class 

to carry out the analysis, but you will not normally need all of the tools.  

 

Shortly after the team reports are submitted, I will tell each team by e-mail, which of the 

other reports to critique. 

 

• January 26. Teams will confirm the country choice with Prof Frank. 

 

• February 6. Teams will submit a 1 page proposal for the main focus.  Each team will do 

an economic analysis of the country following principles and a format established 

during the course.   

 

• March 18. Teams will submit the interim draft of the report.  
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• April 11 you will submit your team report on Canvas, and they will be made available to 

the class.  You will also post your presentation video on a private YouTube.  

o The report is at most 15 pages (double spaced 12 point font with 1 inch margins).  

o The YouTube video presentation will be between 10 and 15 minutes.  

 

• April 19 Each of your Youtube country presentation videos will be viewed by the class. 

Following each video there will be a brief Q&A session. Following the Q&A we will go on 

to the next presentation video. We will keep going until all of the countries have been 

discussed. 

 

Discussion Preps: On the Monday evenings before each class, you will submit a prep 

(maximum 3 pages) about the assigned readings.  Each person will do this individually to 

ensure that everyone has done the readings. The discussion prep will describe the key points 

in each of the readings, identify some key questions, and points of disagreement.  These prep 

documents will be graded as either pass or fail. These are due each week, starting on week 2 

with the Taxing Wealth readings.   

 

Some of the readings are mostly factual, but many cover controversial economic topics.  As 

you do the reading you should make note of the claims that are being made, and the evidence 

that is provided.  You should distinguish the following categories: 1) claimed facts that “any 

reasonable person” would agree are true (e.g. in Minnesota it sometimes snows in the 

winter), 2) claimed facts that some people say are true but others dispute (e.g. government 

spending crowds out private investment), 3) opinions about what is desirable (e.g. increasing 

the age to get Social Security payments would be a good idea). 

  

 A common rhetorical device is to try to convince you that claims from category 2 or 3 belong 

in category 1.  Keep your eyes open for it as you read the articles, and as you read or listen to 

macroeconomic news coverage.  

 

If we are being extra careful, even category 1 can be a bit tricky as well. We may disagree 

about who to include in the set defined by “any reasonable person”. If we say that someone is 

not a reasonable person, then can we ignore his/her arguments? Or, is that simply a version of 

ad hominem argumentation? Fortunately, in macroeconomics the range of “reasonable 

disagreement” is usually pretty obvious in practice. 
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When we try to figure out what is true, even if we agree on fundamentals and perspectives, 

the evidence may not be conclusive. Everyone may be unsure to roughly the same degree. If 

we want to figure out if something is true, we worry about both false positive conclusions and 

false negative conclusions. Statistics worries about this a great deal, and you should keep it in 

mind. A great deal of what we think we know has “a good chance of being true”, but it is not 

certain. We necessarily end up taking many claims on faith. For example, I do not know all of 

the physics underlying the way that a car works. But I do not think the car is being pushed by 

invisible elves. 

 

We all come to these topics with at least some background perspective and a base of factual 

knowledge. But as you read and think about things, you ought to learn things you did not 

previously know.  It is particularly important to look for what are sometimes called 

“inconvenient facts”.  These are facts that are hard to reconcile with our background 

perspective.  Such facts are of particular value – assuming that they are genuinely true.  When 

you come across such a fact, verifying that it is true, and then considering how to reconcile it 

with your earlier thinking may enrich your understanding.  

 

When an article is trying to convince you of something, pay particular attention to the reasons 

that they provide.  How can you figure out if you ought to believe them?  What kind of logic 

and evidence might be helpful?  Often it will help to ask yourself:  how would someone who 

disagrees with the author argue back?  Sometimes you will also notice that the author may 

have ignored something important so that they have not made as strong a case as they could 

have.  Do you think that the idea did not occur to the author?   Might there be some other 

reason that they left out that argument or that fact? 

  

Class participation part of your grades depends heavily on the class discussion part of the 

class.  For the class discussions please do the readings and come to class with questions, 

disagreements, confusions, etc.  In other words, you should come to class ready to debate the 

merits of the readings.  You are likely to find that these readings contain some things you 

agree with and some things you do not agree with.  That is to be expected since the 

readings do not always agree with each other.  We will discuss and think through these 

macro debate issues in a civil and informed manner.   Disagreement is often due to 

different assessments of available evidence.  It is also often due to different views about the 

importance various considerations and values.  

 

You may find that you change your opinions on some topics.  Or, you may find that you do not 

change them at all.  Either way is great.  The point is to learn about these macro issues – not 
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to force a consensus.  Reasonable people can talk, understand each other’s perspective, and 

still disagree.  

 

Exams. If you cannot take exam 1 due to unavoidable circumstances the weight will be 

transferred to exam 2. Accordingly, exam 2 will cover the whole course.    Exam 1 will use 

multiple choice questions.  Exam 2 will be 2/3 multiple choice and 1/3 essay/long answer. 

 

Foundation 
 

January 18, Introduction to macroeconomics 

• Read: Jones, chapters 1 and 2  

• Class discussions: Some policy perspectives 

o Krugman, 1998, Baby-sitting the economy 

o Fernandez-Villaverde and Ohanian, 2019, How Sweden Overcame Socialism 

o Reynolds, 2017, The suicide of expertise 

 

Long Run 

 

January 25, Why are some countries rich and others poor?  

• Read: Jones, chapters 3 and 4 

• Class discussions: Taxing wealth 

o Saez and Zucman, 2019 Alexandria Ocasio-Cortez’s Tax Hike Idea Is Not About 

Soaking the Rich: It’s about curtailing inequality and saving democracy 

o Rajan, 2020, Review of Piketty “Capital and Ideology” 

 

February 1, Do inputs drive growth? The Solow growth model  

• Read: Jones, chapter 5 

• Class Discussion: Minimum wages 

o https://en.wikipedia.org/wiki/Minimum_wage 

o CBO, 2021, https://www.cbo.gov/system/files/2021-02/56975-Minimum-

Wage.pdf 

 

February 6. Project Proposal due 

 

February 8, Growth accounting and new ideas 

https://en.wikipedia.org/wiki/Minimum_wage
https://www.cbo.gov/system/files/2021-02/56975-Minimum-Wage.pdf
https://www.cbo.gov/system/files/2021-02/56975-Minimum-Wage.pdf
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• Read: Jones, chapter 6  

• Class Discussion: Economic possibility constraints 

o https://en.wikipedia.org/wiki/The_Limits_to_Growth  

o Jenkins, 2021, Wait, We Still Want Fossil Fuels? 

 

February 15, The labor market: Unemployment and inequality 

• Read: Jones, chapter 7 

• Class Discussion: The future is coming 

o Chollet, 2017, The Impossibility of Intelligence Explosion  

o https://en.wikipedia.org/wiki/Moore%27s_law 

o Romer, 2016, Economic Growth  

 

Open Economy 
 

February 22, Globalization and trade 

• Read: Jones, chapter 19 

• Class Discussion: China 

o Zhu, 2012, Understanding Chinas Growth: Past, Present, and Future 

o Allen, F., Qian, J.Q. and Qian, M., 2019. A review of China's institutions. Annual 

Review of Financial Economics, 11, pp.39-64. 

 

March 1. Exam 1 and International finance 

• Read: Jones, chapter 20 

 

March 8. Inflation: Are we really bringing back the 1970s macroeconomy? 

• Read: Jones, chapter 8 

• Class Discussion: Federal Reserve policy 

o Brainard, 2021. Assessing Progress as the Economy Moves from Reopening to 

Recovery 

o Cochrane 2021, The Ghost of Christmas Inflation 

o Hall and Sargent, 2022, Three World Wars: Fiscal-Monetary Consequences 

 

 

Short Run 
 

https://en.wikipedia.org/wiki/The_Limits_to_Growth
https://en.wikipedia.org/wiki/Moore%27s_law
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March 15, The IS curve 

• Read: Jones, chapters 9, and 11  

• CBO, 2021, https://www.cbo.gov/system/files/2021-12/57579-forecast-record.pdf 

• Class Discussion: India 

o https://en.wikipedia.org/wiki/2016_Indian_banknote_demonetisation 

o Acharya, 2020, Why does growth falter? India routinely jettisons financial 

stability for myopic adjustments in government expenditures 

 

March 18. Project Interim Report due 

 

March 22, Monetary policy 

• Read: Jones, chapter 12  

• Class Discussion: Austerity  

o Alesina, Favero, and Giavazzi, 2019, Effects of Austerity: Expenditure- and Tax-

based Approaches, Journal of Economic Perspectives   

o Krugman, 2019, The Legacy of Destructive Austerity, NY Times  

 

March 29, Aggregate supply and aggregate demand  

• Read: Jones, chapter 13   

• Class Discussion: Africa  

o Morrison, and Rockmore, 2021. Crime and Political Participation in Africa: The 

Role of Insecurity. Journal of African Economies, 30, 2, 160-182. 

o https://en.wikipedia.org/wiki/Economy_of_Africa 

 

Government Policy 
 

April 5, Policy making in a crisis  

• Read: Jones, Chapter 14 

• Class Discussion: Japan 

o Blanchard and Tashiro, 2019, Rethinking Fiscal Policy in Japan 

o https://en.wikipedia.org/wiki/Lost_Decades 

 

April 11. Project Report and video submitted  
 

April 12, Government macroeconomic policy  

https://www.cbo.gov/system/files/2021-12/57579-forecast-record.pdf
https://en.wikipedia.org/wiki/2016_Indian_banknote_demonetisation
https://en.wikipedia.org/wiki/Economy_of_Africa
https://en.wikipedia.org/wiki/Lost_Decades
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• Read: Jones, Chapter 18 and 21 

 

April 19. Country Presentations and Discussions 
 

April 26. Exam 2 

 

Academic Policies 

The Carlson School defines academic misconduct as any act by a student that misrepresents 

the student’s own academic work or that compromises the academic work of another. 

Scholastic misconduct includes (but is not limited to) cheating on assignments or 

examinations, plagiarizing, i.e., misrepresenting as one’s own work any work done by another, 

submitting the same paper, or substantially similar papers, to meet the requirement of more 

than one course without the approval and consent of the instructors concerned, or sabotaging 

another’s work. Within this general definition, however, instructors determine what 

constitutes academic misconduct in the courses they teach. Students found guilty of academic 

misconduct face penalties ranging from lowering of the course grade or awarding a grade of F 

or N for the entire course, to suspension from the University. 

http://www1.umn.edu/regents/policies/academic/Student Conduct Code.html 

 

Accommodations for Students with Disabilities 

The University of Minnesota is committed to providing all students equal access to learning 

opportunities. Disability Services is the campus office that works with students who have 

disabilities to provide and/or arrange reasonable accommodations. Students registered with 

Disability Services, who have a letter requesting accommodations, are encouraged to contact 

the instructor early in the semester. Students who have, or think they may have, a disability 

(e.g. psychiatric, attention, learning, vision, hearing, physical, or systemic), are invited to 

contact Disability Services for a confidential discussion at 612-626-1333 (V/TTY) or at 

ds@umn.edu. Additional information is available at the DS website http://ds.umn.edu  

http://ds.umn.edu/

