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1.

Introduction

The course aims to develop students’ capabilityntderstand key themes in graduate
micro and macroeconomics. The student will be thiced to the discipline in a
theoretical manner, where we will seek to undetstaansumer decisions etc. by
considering the underlying mathematical framewd¥le will then integrate the math
modelling with a diagrammatic analysis and exptars interface thoroughly. Having
considered the problems of the consumer and proaveavill extend the analysis to
the role played by uncertainty in economic decisiaking. The second part of the
course will familiarise students with the main sitrin macro theory. Again we will

be utilising a technical and non-technical appraadacilitate greater student
understanding.

2. Learning Outcomes

The aims of this module are to:

present a thorough of analysis of key micro andrm#ieemes relevant to the
award.

introduce the student to the varied ways by whidoties can be taught and
understood at this level.

To make the student aware of the interface betwssh models and
diagrammatic analysis.

By the end of this course you should:

Understand the principal micro- and macro-econaraitcepts, principles and
theories and their evolution

Be experienced and confident in the applicatiocsh ase of these tools of
analysis in the study of economics

Demonstrate a systematic understanding of thedtmits to macroeconomic
analysis;

Demonstrate a critical awareness of both the imadit and modern theory of
the firm and its evolution.

Demonstrate a practical understanding of the agiphic of the above theories
in a policy context

Have acquired and refined key analytical skillse3&include advanced
research and written communication skills and thta to marshal and
present a logical, sustained economic argument.



3. Organisation of the Module
3.1 Teaching and Learning Methods

The course will be taught using a combination ofudees and seminars. The lectures
and seminars will complement each other. Seminara aital part of the teaching
programme in which students will be encouragedtivaly participate. The content
of the lectures will provide the necessary backgdoknowledge for the focus of
discussion in seminars.

Analysis presented in the lecture will be augmeniedugh the discussion of seminar
material that the student will be expected to c@smh week. We will not have time
to cover all questions in depth and it is up tahestadent to ensure that s/he has full
answers to each question. To this end | would erageuyou to work together on the
seminar questions.

In fact, the exam questions will be based on issliEsussed in seminars, grounded,
of course, on the knowledge presented in the lestér record of attendance will be
kept during the module and any student who, fores@ppropriate reason, cannot
attend a particular seminar, should inform Waynihatearliest opportunity.

3.2. Student responsibilities

Lectures

You should be aware that lectures are designerbiade a framework for discussion
and analysis. Lectures provide insights into isare debates, as well as highlighting
the importance of people, places and events. hier atords, the lectures set out the
context in which a more detailed examination isastaken in the seminars. Your
responsibility therefore is to attend these lectune a regular basigzailure to do so
may seriously affect your ability to keep abreastfathe course and hence impact on
your final grade.

Seminars

A seminar is designed to enable students to irgagstian issue or theme in greater
detail. The onus is on you to keep up to date thighwork on a weekly basis
Seminars work better if everyone has done some pragatory work, have thought
about interesting questions to ask and come alonggpared to discuss the theme in
guestion. Do not leave it to others to do the work.

Library
A final point concerns the library system. You expected to use the full potential of

the UWE library system. As a multi-campus insta@atiresources are scattered. Books
and periodicals may be housed on only one sitebeSmepared, especially when
preparing essays, to use the inter-site loan systdbetter still) travel to the other sites
to obtain relevant material.



3.3. Staff responsibilities

Staff will endeavour to produce useful, interestamgl thought provoking lectures,
which are well informed by up-to-date secondasyréiture and, where appropriate, by
visual aids. In seminars tutors will help to geterand sustain discussion while at the
same time recognising the students' responsibdistimulate debate. They will also try
their best to return work, with detailed feedbagithin three working weeks of the
submission date. Staff will be available to discysur work on a one-to-one basis at
specified times. In addition, they will make tineediscuss issues raised by the group
in the regular weekly seminar slot.

3.4. Facilities and Resources

Within this module you should make extensive ustheflibrary journal section, as
well as use the internet to search relevant sites.

3.5. Source Material
The following is a list of suggested texts. Thetfiexts in each section are the basis
for the term’s material. | will ensure that copaghese texts are placed in the short
loan collection. | have indicated how these relatthe readings for lectures and
seminars given above. The other texts provide backgl for the work that we will
do and you will find them useful. You should ndtattthis is not an exhaustive list
and where possible should use the library resouccasl your learning.

Microeconomics
H Gravelle and R. Reeblicroeconomics(5e, Pearson, 2004) (G&R)
Mas Colell, Whinston and Grednicroeconomic theory
H Varian,Intermediate Microeconomigge, Norton, 2003)(V)
H VarianMicroeconomics
Macroeconomics:
David RomerAdvanced MacroeconomitdécGraw-Hill, 1996
B Snowdon and HR Vang Macroeconomics Reader
B Snowdon, HR Vane and Wynarczyk®dern Macroeconomics: It's
Origins, Development and Current Staglward Elgar
Chrysal and Pric€ontroversies in Macroeconomjddarvester Wheatsheaf

4. Module Programme

Lecture Programme : This is the target lecture programme, thoughethe likely to be

some slippage over the term.

Lect \L/JVVeVeEk W/C | Title Background Reading
1 9 08-Oct | Consumer Theory G&R 2-4;V
2 10 15-Oct | Production theory G&R 5-7; V
3 11 220ct | Market theory G&R 8-10; V




12 29-Oct | Game theory and Oligopoly G&R 18;V

13 05-Nov | Uncertainty and insurance G&R 17, 19

14 12-Nov | Keynesian economic debates |

15 19-Nov | Keynesian Economics debates I

16 26-Nov | Real Business Cycles

17 03-Dec | New Keynesians
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18 10-Dec | Growth theory

5. Seminar Details

Seminar 1:Discussion of course, revision of optimisation
Seminar 2: Consumer Theory

Seminar 3:Production Theory

Seminar 4:Market Theory

Seminar 5: Game Theory and oligopoly
Seminar 6: Uncertainty and insurance
Seminar 7: Keynesian economic debates |
Seminar 7:Keynesian economic debates II
Seminar 8:Real Business Cycles

Seminar 9: Growth theory

Seminar 10:Revision

6. Assessment Offences — Cheating, Collusion anthgiarism

Please read carefully the following definitionsabfeating, collusion and plagiarism.
These are serious offences and it is very impottaattyou know how to avoid them.
The University procedures for dealing with allegas of assessment offences are laid
out in theUWE Student Handbook, and in the Academic Regulations (E12a).

6.1. Definitions

6.1.1 Cheating (in the widest sense of the word}hs use of unfair means of
presenting work for assessment. It is a serioagemic offence as it prevents
examiners from being able to make a realistic jodg® of a student’s
knowledge, understanding, ability and/or creativity

6.1.2 Cheating in an examination includes:

a) taking aids (eg notes, books, mobile phonesipetnt) into an examination
room which are not authorised for use in that exatmn

b) copying another student’s work

C) seeking or obtaining help from another person

d) assisting another student with an examination




6.1.3
a)

b)

6.1.4

b)

c)
d)

6.1.5

Collusion includes:

presenting work as one’'s own which is derive@mfr unauthorised
collaboration with others

assisting another person by giving substant&p lwith ideas or with text
which are not then acknowledged.

Plagiarism is a form of theft. It includes:

the quotation of another person’s words witlguotation marks

the quotation of another person’s words or ide#isout acknowledgement
the use of another person’s ideas without ackedyement

the use of another person's facts or experichem&sults without
acknowledgment.

It is also an assessment offence to prevesthar student from being able to
be examined properly.

6.2. Avoiding Cheating in Examinations

6.2.1

a)

b)

Students can ensure that they do not ungfgticheat in examinations if they

take into an examination only those items whidve been authorised.
Particular care must be taken with programmableutatiors and dictionaries
which can only be used if specifically authorised.

follow carefully the “Instructions to Candidat€&xamination Regulation 2)
and communicate with no-one except an invigilatmirey an examination.

6.3. Avoiding Collusion

6.3.1

6.3.2.

Most collusion is unintentional. Students aften required to work on a topic
or activity in groups and then to produce individwark for assessment.
They must be careful to follow the instructions amting the assessment.
Some assessments may require the group to produntedeas or proposals,
whereas others might assign this initiative to thdividual. Unless the

instructions specifically require a group repotydents must produce their
own written work without the help of other people.

It is a normal part of the learning procéssstudents to discuss ideas for
written work with each other. However, studentsudti be cautious about
lending essays, computer files or laboratory reptwtother students in order
to avoid the danger of the second student produamgssay or laboratory
report similar to that of the first student.



6.3.2. Discussion between students can be a gogairlaarning: however, students
should be careful to ensure that they think out amite the detail of their
essays/assignments by themselves.

6.4. Avoiding Assessment Offences

6.4.1. In order to produce good essays, assignmetatsit is expected that students
will base their ideas on several sources and wititg from them. Plagiarism
is often a result of poor academic practice rathan a deliberate attempt to
cheat. Good academic standards require that -

a) any phrase or longer text which is taken frarother author must be
guoted precisely using quotation marks and thedglkdphical reference
b) where an author’s text is summarised the suypmaist be in the
student’s own words. Merely changing the ordewofds or using
synonyms does not form an acceptable summary

C) any facts, tables, diagrams or experimentalli®saken from another
person must be acknowledged and referenced

d) any ideas or conclusions taken from anothesqremust be duly
acknowledged and referenced.



7. Assessment

7.1. Regulations

Postgraduate Assessment Criteria

To pass a level M (postgraduate) module a studerst @chieve an overall module
mark of not less than 50%. Where a module hasdwoponents, a student must
achieve at least 40% in each component. A mar&vbdl0% in either component

means that the module has not been passed. Assdssmteria for level M modules

are based on the following principles:

The criteria listed under each category below draracteristics of a band, not
threshold criteria.

In order for assessed work to be considered for586 or over, a range of the
characteristics in that category must be satisti@d;is not predetermined.

There is no predetermined weighting given to angy aniterion.

These overall criteria will normally be supplemehby module specific criteria
which will be given to students by the course tutor

The table is intended to serve as guidance onlynaaygdbe subject to amendment and
further detailed interpretation.

Descriptor/criterion Fall Pass Merit Distinction

Does not meet| Student Satisfies all Work that

the required demonstrates | important exceeds the
Overall assessment \ . :

. overall achievement | requirements of | requirements of
demonstration of .
: standard — against all assessment task| the module

achievement of : . .

. learning learning and module learning
learning outcomes but | 1 : i all
for module outcomes not | outcomes but | learning outcomes in a

met with outcomes important
limitations dimensions
Does not The question /| The question or | Rigour of
address the problem is problem is approach is
guestion, accurately elaborated and | combined with
evidence that | stated and is | student clear and
topic is not addressed; demonstrates appropriate
Focus on question | understood,; additionally clear scoping of depth
or topic/ problem where student | where student| understanding of| and breadth to
framing (where autonomy autonomy most of the reveal excellent
student autonomy | exists, the exists, the relevant issues | understanding of
exists) problem is ill- | problem lies topic area
defined within the
realms of the
learning
outcomes for
the module




-

One or more of Competent All essential Comprehensive
the essential | coverage of | points covered | coverage within
main points is | essential but some relevanttopic domain
Coverage of missing issues issues missed; | regarding breadtl
anticipated issues good attempt to | and depth
cover breadth
and depth of
issues
Substantive Most Work supported | Work supported
points are not | substantive throughout by throughout by
supported by | points are use of relevant | use of relevant
Use of evidence evidence, support_ed by | evidence evidenc_e_ that hag
makes appropriate been critically
unjustified evidence, evaluated
assumptions | avoids
generalisation$
Draws on the | Adopts an Clear exposition | Has shown
work of analytical of theory and creativity in
recognised approach and | evidence with exploring the
authors in the | engages with | critical reflection | limits of current
field but relevant on the knowledge
mainly theory though | relationship
Academic descriptive; lacks critical | between theory
underpinning shows gaps in | approach and practice
understanding
of concepts;
shows
symptoms of
learning by
rote
Descriptor/criterion Fall Pass Merit Distinction
Poor argument| Presents an | Presents a clear | Argument
— difficult to argument or | and integrated | provides the
follow, line of argument without backbone to
contains leaps | reasoning that| serious errors of | structure the
Logical in the line of | integrates logic or assignment;
argumentation reasoning, evidence and | reasoning obvious links to
important key concepts learning
connections in response to outcomes for
are not made | the question or module can be
problem identified
Weak attempts) Summarises | Draws sound Considers
to summarise | analysis on a | conclusions and | practical

Conclusions and
recommendations

work, fails to
draw any
incisive
conclusions,
may be guilty

of “sitting on

step-by-step
basis to
provide
interim
conclusions

and draws

makes

recommendation

based on
evidence and
application of
relevant theory

implications of
Srecommendation
including the
consequences of
non-acceptance

U)




the fence” some final
conclusions
that are
supported by
preceding
argumentation
Makes References | All sources Correct
unsubstantiatedand citations | acknowledged | referencing and
claims. largely with correct in- | citation
Incomplete complete and | text citations and| (including page
Citation and attempts to compliant list of references | numbers) for all
referencing acknowledge | with Harvard | to authoritative | sources
the work of System sources. (including URLs
others. Clear with dates
evidence of accessed)
plagiarism
No evidence off Demonstrates| Demonstrates | Wide and deep
reading beyond familiarity reading beyond | reading evident
: the core with directed | presented that includes
Evidence of . : )
. text/notes from| reading material and relevant:
e lectures materials shows empirical
learning ectu di . P '
iscernment in | research, and
selecting relevant professional
works literature
Poor Complies with| Appropriate use | Excellent
presentation — | guidelines for | of headings and | presentation with
does not assignment | sub-headings, | good visual
comply with including tables of contents impact and
assignment word count and list of excellent
task guidelines} and has clear | abbreviations. management of
Presentation poor print beginning, Has an reader’s
quality middle and appropriate expectations
end. balance between
material
presented within
the body and that
in appendices
Language Meaning is Good use of Clear
confused and | clear though | English, jargon | unambiguous us¢
incoherent. there may be | free, all of language,
Obscene, some acronyms spelt | excellent
racist, sexist or problems with | out on first sentence and
other grammar. usage, correct | paragraph
Use of English objectionable | Spell checker | spelling, construction

use of
language

has been used
and there are
no
misspellings
of common
words.

grammar, and
punctuation

)%




7.2. First Opportunity

This module is assessed by a combination of oreemécoursework and a three
hour unseen examination.
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Coursework:
ASSIGNMENT TERM 1

Each Question is equally weighted, answer all quashs.

1. Keizo the salmon fisherman prefers bigger feserhaller fish. He strives for
adventure, so is a risk lover. He only catchesealfor his own
consumption. The Fisheries Department is consigehia adoption of one of
two salmon management programmes. In the firshtimeber of salmon will
be increased by 1%, with their size unchangedhdrsecond the size of the
fish will be increased by 1% , while the numbefish is held constant. In
either case, there is an annual quota of one fighfish within a given
programme are of the same size and the probabflitgtching a fish is
proportional to the number of fish. Which prograewould Keizo prefer?

What if Keizo were risk neutral? Risk averse?
(Hint: Make use of the definition of a convex/came function)

2. Joe Farmer, a risk-averse individual, will eannincome of $15,000 if the
weather is bad and $20,000 if the weather is ggdodambler offers Farmer
the following bet: for every dollar Farmer bets,Will be reimbursed $1.25 if
the weather is bad and nothing if the weather @go

@) If Farmer bets $4,000 what is his subjectivabpbility that the
weather will be bad?

(b) Given the subjective probability computed imtga), how much
would farmer bet if he were risk neutral and rexay instead to

be reimbursed $1.20 in the bad state (and ngihithe
good) for every dollar he bets?
3. Critically discuss expected utility theory. (ligou may assume a good deal

of knowledge on my part, so don’'t waste your wdsedsng me what expected
utility theory is and deriving it. Rather you shddibcus on attempts to grapple
with any problems and inconsistencies. Your reatigtgs up to you and you
can make good use of the library resources toyrgeli to grips with this, for
example econlit, BIDS or the web. Word limit forgtelement, 1500 words)

The deadline for submission is Wednesday 22rd N@ween2.00 p.m. Please post the
assignments in the assignment boxes by Cribbs €&fif®p in Block
B.

Exam: 50% of final mark. A two-hour examination in thanuary
assessment period under exam conditions. You widldked to
answer three questions on the topics that have dmesred in the
term.
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7.3 Second assessment opportunity
Re-assessment for the coursework component

For the reassessment of the coursework componantyil be expected to complete
two January exam questions, one from part one aadrom part two.

The assessment criteria are the same as thatedietailpages 10 and 11. The deadline
date for the submission of referral work will bespe on the Faculty notice board
when it is known. The work is to be posted in thsignment boxes by Cribbs Coffee
Shop in Block B.

The referral examwill be in the same format as the January exarh avgimilar

balance of questions and will take place duringetkeem period in August/September
2007.

12



8. Previous Exam Paper

MA Economic Theory and Applications: January Exaaper

You have two hours to answer three questions. nfost answer one question from
section A and one question from section B. Eaclstiueis worth 25 marks.

Section A:

1.

An individual derives utility from the consutign of two goods x and y. Her
utility function is given byU (X, y) = %In x+%ln y. She maximises her

utility subject to the budget constraiM = p, x+ p, .

a. Write down her constrained optimisation proble (2 marks)

b. Write down the first order conditions and shbat these imply that
utility is maximised when the marginal rate obstitution=slope of the

budget constraint. (6 marks)
C. Use the first order conditions to solve fptimal demands” and y".
(4 marks)
d. Suppos#1=100 andp, =5 and p, =3. Calculate” andy" and
compute the individual’s utility.
(3 marks)
e. Now suppose that, =6. Calculate<” andy" and compute the
individual’s utility.
(3 marks)
f. Show what has happened in parts d and e @asdiggram. Show on

the diagram the income and substitution effechefgrice change and
use this diagram to derive the Hicksian and Mal&matlemand

curves.
(7 marks)
. Show how the demand for a risky asset is affect by,
a) An increase in the risk free return. (12.5 marks)
b) A reduction in wealth. (12.5 marks)

. ‘Anincrease in the premium must reduce the denf@anchsurance’. Discuss.

Suppose that there are forty individuals livon the island of utopia. Each
islander lives under a coconut tree and lives ercticonuts that fall from the
tree. In a good year a tree produces 10 cocoimuisbad year the tree
produces 4 coconuts. Twenty-four utopians willdhawgood tree and sixteen

13



will have a bad tree; they do not know which typeytwill have. Utopians are
risk-averse.

a. What is the expected crop of coconuts for aayy (2 marks)

b. How many coconuts will each inhabitant geh#yt take equal shares from
the total crop? (2 marks)

C. Suppose an insurance company visits the isl&vidat premium (in terms
of fractions of coconuts) could they offer to emstirat everyone fully
insures? Will there be full insurance if the preamiis higher than this?
Explain both parts. (12
marks)

d. Draw a diagram to illustrate the problem. tadeé and explain the various
possible outcomes. (9 marks)

5. For the utility functionU = xy and budget constraini = p, y+ p,x Find
a. Solve for Marshallian demands and find the indirgdity function.

(8 marks)
b. Find the expenditure function. (3 marks)
c. Use Roy’s identity to solve for Marshallian demands
(7 marks)

d. Use Shepherd’s lemma to find Hicksian demands anélrm that at
maximised utility they are equal to Marshallian des.
(7 marks)
SECTION B
6. For the following equations

Y=C+1+G

where Y is aggregate demand, C is consumptionnvisstment, G is
Government expenditure, M is the money supply, tRasprice level, i
is the interest rate, c, t, b, k, h are parametedsvariables with a bar
are autonomous values of the primary variable.

a) Derive the IS and LM curves. Use the IS curvend the government
expenditure multiplier in the absence of a moneyketa

b) Derive expressions for the slopes of these curvé¥,i) space.

14



c) Derive an expression for equilibrium income.

d) Derive the government expenditure and monetarycpatiultipliers.
Explain the conditions under which the governmepieaditure multiplier
is the same as that found in part a).

. From first principles derive the Lucas supply cuavel explain why it slopes
upward. Do you believe that it adequately explaegiations in output.

. Explain why the UK chose to make the Bank of Endlantonomous. What
role is played by the Monetary Policy Committee?

. Develop a New Keynesian model of the economy. Sthagrammatically the
difference between a New Keynesian equilibrium amgdmpetitive
equilibrium and explain how the economy may redeently to demand
shocks.
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