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Macroeconomics Course Outline 
Prepared as a course guide for Principles of Macroeconomics sequence 

Organizing Idea: each topic should prepare you for the next one, so that measurement leads to 

models and models lead to policy 
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Overview 
Three-part structure. A macroeconomics course works best when it moves from foundations to economic 

measurement, to macroeconomic explanation and policy. The sequence below and in this course keeps early 

chapters concrete and accessible, then gradually builds toward aggregate demand and aggregate supply, 

schools of thought, the Federal Reserve, and later international trade balances. 

Additional topics. Business cycles fit most naturally after GDP, unemployment, and inflation, because 

economic students need to see how those indicators move together before they can understand why they move 

together. Marginal analysis, utility, and the law of diminishing marginal returns belong near the beginning as a 

short foundations unit, because they teach students to think in terms of changes at the margin and prepare them 

for demand, supply, and later neoclassical reasoning. 

Recommended Chapter Order 
Part Chapter Main Purpose 

Part I 1. Introduction to 

Macroeconomics 

Define macroeconomics and 

introduce the big questions. 

Part I 2. Scarcity, Opportunity Cost, and 

the PPC 

Show tradeoffs, efficiency, 

growth, and choice. 

Part I 3. Comparative Advantage and 

the Basics of International Trade 

Introduce specialization and gains 

from trade without advanced 

balance concepts. 

Part I 4. Marginal Analysis, Utility, and 

Diminishing Marginal Returns 

Teach students how economists 

reason at the margin. 

Part I 5. Demand and Supply Build price analysis and market 

adjustment. 

Part II 6. Gross Domestic Product Measure national output and 

spending. 

Part II 7. Unemployment Measure labor-market 

performance. 

Part II 8. Inflation Measure price-level change and 

purchasing power. 

Part II 9. Business Cycles Connect the indicators to 

recession and expansion patterns. 

Part III 10. Aggregate Demand and 

Aggregate Supply 

Explain economy-wide 

fluctuations and equilibrium. 

Part III 11. Keynesian Economic Thought 

and Fiscal Policy 

Explain demand-side 

stabilization. 

Part III 12. Classical and Neoclassical Present market adjustment and 
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Economic Thought long-run reasoning. 

Part III 13. The Federal Reserve, Banking 

System, and Monetary Policy 

Explain money, banking, and 

central-bank tools. 

Part III 14. International Trade in the 

Macroeconomy 

Return later to trade balances, the 

current account, and financial 

flows. 

Part I. Foundations of Economic Reasoning 
This opening section is concrete, visual, and intuitive. You are just learning how economists think, so the goal 

is not to overwhelm you with advanced macro theory. Instead, the early chapters teach scarcity, tradeoffs, 

specialization, marginal decision-making, and basic market behavior. These chapters establish the habits of 

thought that you will later use in macro analysis. 

Chapter 1. Introduction to Macroeconomics 
Define macroeconomics as the study of the economy as a whole. Introduce broad goals such as economic 

growth, low unemployment, stable prices, and relative financial stability. This chapter should also distinguish 

macroeconomics from microeconomics and explain why students study national income, recessions, inflation, 

and policy. 

Chapter 2. Scarcity, Opportunity Cost, and the Production Possibilities 

Curve 
This chapter gives you a visual model of scarcity, tradeoffs, unemployment of resources, efficiency, economic 

growth, and the cost of choosing one objective over another. The PPC also provides a natural bridge into 

specialization and international trade. 

Chapter 3. Comparative Advantage and the Basics of International Trade 
Early trade instruction should stay at the level of comparative advantage, specialization, and gains from 

exchange. This is the right time to study why nations trade and how both sides can benefit. I leave balance-of-

payments questions, trade deficits, current-account issues, and financial-account relationships for chapter 14. 

Chapter 4. Marginal Analysis, Utility, and the Law of Diminishing 

Marginal Returns 
This is the best place for marginal analysis. You need to understand that economists often focus not on the 

total level of activity, but on what happens when one more unit is added. A short treatment of utility and 

diminishing marginal utility helps explain demand. A short treatment of diminishing marginal returns helps 

explain production limits and prepares you for later neoclassical reasoning. 
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Chapter 5. Demand, Supply, Equilibrium and Elasticity of Demand 
With scarcity, tradeoffs, and marginal reasoning already established, you are ready for demand and supply. 

This chapter should explain market equilibrium, shortages, surpluses, and shifts in demand and supply. It also 

prepares you for later macro distinctions between market-level analysis and economy-wide analysis. The final 

section of this chapter is Elasticity of Demand. The study of elasticity of demand examines how responsive 

consumers are to changes in price, income, and related market conditions, helping us understand why the 

quantity demanded of some goods changes greatly while the quantity demanded of others changes very little.  

Part II. Measuring Macroeconomic Performance 
Once you understand basic economic reasoning, the next task is to learn how economists measure the 

economy. This section should answer the question, How do we know whether the economy is doing well or 

poorly? The three core indicators are output, unemployment, and inflation. The business cycle then ties these 

indicators together. 

Chapter 6. Gross Domestic Product 
Measurements of GDP, how it is calculated, and how economists distinguish nominal GDP from real GDP. It 

also examines how an economy expands its productive capacity through increases in resources, human capital, 

physical capital, technology, and productivity, how that growth can be consistently maintained through sound 

institutions and investment, and how GDP per capita measures the average real output or income available per 

person in an economy. This chapter gives you the central output measure you will use for the rest of the 

semester. 

Chapter 7. Unemployment 
The labor force, the unemployment rate, types of unemployment, and why low unemployment is not the same 

thing as zero unemployment. This chapter also prepares you to discuss recessions in a more disciplined way. 

Chapter 8. Inflation 
The price level, the inflation rate, the consumer price index, and the major effects of inflation. This chapter 

allows you to connect rising prices to real income, purchasing power, and policy concerns. 

Chapter 9. Business Cycles 
This is the best place to examine the business cycle model. At this point you already know the main indicators, 

so you can now learn how those indicators move together during expansions, peaks, recessions, and troughs. 

The business cycle chapter functions as the bridge from measurement into aggregate demand and aggregate 

supply. 
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Part III. Macroeconomic Models and Policy 
The final part of the course should explain why macroeconomic conditions change and what policymakers can 

do in response. This is where you, as a student, move from measurement to explanation and finally to policy. 

By the time you reach this point, you should already know the indicators and the business cycle, so aggregate 

demand and aggregate supply have a clear purpose. 

Chapter 10. Aggregate Demand and Aggregate Supply 
Aggregate demand and aggregate supply are studied immediately after the business cycle in this course. You 

have now seen the symptoms of recession and inflation; AD-AS gives you the model used to explain those 

symptoms. This chapter should become the central framework for later fiscal and monetary analysis. 

Chapter 11. Keynesian Economic Thought and Fiscal Policy 
Once you know AD-AS, you are ready to study the Keynesian emphasis on aggregate demand, recession, 

unemployment, and government stabilization policy. This is the natural place to examine fiscal policy, the 

multiplier, and the role of government spending and taxation during downturns. 

Chapter 12. Classical and Neoclassical Economic Thought 
After Keynesian policy, you will study the classical and neoclassical emphasis on markets, incentives, 

flexibility, and long-run growth. This is also the place to reconnect to the earlier ideas of marginal analysis and 

diminishing marginal returns, now in a broader macro context. 

Chapter 13. The Federal Reserve, the Banking System, and Monetary 

Policy 
With schools of thought already introduced, you are prepared to study the central bank. This chapter should 

explain the money supply, banks, the Federal Reserve, and the policy tools used to influence interest rates, 

credit conditions, inflation, and output. 

Chapter 14. International Trade in the Macroeconomy 
This is where the more advanced international trade material is studied. At this later stage in the course, you 

can understand how exports and imports enter GDP, how the trade balance relates to the current account, how 

the financial account helps finance imbalances, and how budget deficits, capital inflows, exchange rates, and 

trade deficits may connect. 

Placement Notes for the Added Topics 
• Business cycle model. Place it after GDP, unemployment, and inflation and before AD-AS. That position 

allows the cycle to function as a bridge chapter. 

• Marginal analysis. Place it early, before demand and supply. Students need the habit of marginal thinking 

before they study markets or neoclassical reasoning. 



Macroeconomics Course Outline Chapter Order 

Page 6 

• Utility and marginal utility. Teach it briefly inside the marginal-analysis chapter so that demand has a 

behavioral foundation. 

• Law of diminishing marginal returns. Teach it in the same early foundations chapter, then revisit it later 

in the classical and neoclassical section when discussing production, efficiency, and long-run growth. 

Suggested Semester Arc 
A practical way to use this outline is to think of the semester in three stages. The first stage teaches students 

how economists reason. The second teaches them how economists measure the economy. The third teaches 

them how economists explain economic problems and what policy tools are available. That structure gives the 

course a narrative: concepts first, indicators second, models third, policy fourth. 

Stage Approximate Focus Main Outcome 

Opening weeks Part I Students learn core ideas and the 

logic of markets. 

Middle weeks Part II Students learn the major macro 

indicators and the business cycle. 

Later weeks Part III Students use AD-AS and 

competing schools of thought to 

analyze policy and the modern 

economy. 

Why This Sequence 
• It keeps the opening weeks intuitive and manageable. 

• It allows GDP, unemployment, and inflation to be learned before they are used in macro models. 

• It makes the business cycle chapter a true bridge into AD-AS instead of an isolated topic. 

• It prevents international trade balances from arriving before students are ready for them. 

• It ends the course with policy, which gives students a sense of practical application and closure. 

Conclusion 
This order of topics is logical, coherent, and especially well-suited to a principle-level macroeconomics 

course. Its greatest strength is that each topic earns the next one. Students first learn scarcity and tradeoffs, 

then how markets work, then how the national economy is measured, then how the business cycle unfolds, 

then how AD-AS explains those movements, and finally how fiscal policy, monetary policy, and international 

forces influence macroeconomic outcomes. This progression should feel natural rather than forced. 


