GB 525 :  Economics of Emerging Markets and the Multinational Firm

Spring 2008

Dr. Cinar: 1 East Pearson, Maguire Hall, Room  542

                 tel: (312) 915-6066 (for fast feedback)

                 Secretary: (312)-915-7203

                 Email: mcinar@luc.edu (please put GB525 in comment column)





Office Hours:  THURSDAYS 1:00 pm -6:00 p.m. 


           and by appointment

COURSE DESCRIPTION
The purpose of this course is to understand the macro, micro foundations of the problems that the emerging countries face today. The course will start with a historical perspective on growth and development and the structural transformation of economies as countries evolve over time.  It will examine the foundations of macroeconomic instability and balance of payments crisis.  It will look into the development of internal equity markets. It will compare and contrast the efficiency of private versus public capital and also examine the role of the multinational firms in restructuring these economies into the next century.  The course content is a combination of growth theory, best practices and creating win-win situations between the developed countries, markets and less developed countries.  Special emphasis are given  to social, ethical and environmental impact/considerations of growth, investment and marketing in emerging markets.  Many readings will be distributed through out the class that pertain to above values and how they interface with markets.

The students will be required to pick one country and specialize on that country by applying the tools examined in the course.  The course will have weekly homeworks, a GROUP PROJECT country analysis term paper and a final exam.  The final exam will be an objective exam over the chapters in the book.

Main Textbook:  Economic Development , by M. Todaro, AddisonWesley Longman, 9th edition. Selected Power Point slides from the book will be made available.

I will also bring chapters/articles from other texts.   Most of the lectures will be from current articles and notes.   It is your responsibility to read the book every week.
Major Data Sources for the Term Paper:  You will be using these on your own from the library.  Also use the sites from the internet.    Try World Bank, IMF, CIA, State Department and Federal Reserve Bank sites.  Part of the learning of this course is for you to learn to search for data  ON YOUR OWN WITHOUT MY HELP.  Below are some sources of country statistics from the library.

International Financial Statistics, IMF

World Development Tables, World Bank

Human Development Report, UNDP

IMF Country Reports (Various)
Grading Policy:  Grading will be as follows:

10%, weekly oral or board presentations of homeworks

60%, term paper  (group)

30%, final examination.  

Group Term Paper:  The student has to pick the country of his/her choice by end of the first lecture.  Every week, students will be assigned to look up data and do the calculations for assigned topics on the country of their choice, at least one neighbor or trading partner country as well as the U.S.. These topics will be on relevant growth statistics, balance of payments, monetary policies, input/output tables, income distribution and sources of growth.  Multinational firms operating in that specific country and their contributions to the domestic economy will be examined.  

All of these weekly assignments will be used to construct the term paper along a specific topic or hypothesis. The first draft of the written report is due on the seventh lecture.  The final paper is due on the ninth lecture, with no excep​tions.  Policy conclusions relating to improving income distributions, social equity, environmental footprint are very much encouraged.

The countries will be grouped by economic similarities and areas. 

If the term paper is late, five points (out of 100) will be taken off for each day it is late.

Please see below for the suggested format for the term paper.

OUTLINE:  This is tentative, the speed will depend on the class discussions. 

1. Emerging countries and the meaning and measurement of development; some historical background and  Asian, Russian and Latin American crisis (Notes plus Chapters 1, 2)

2. Income Distribution; ethnic and social distributions and equity;  internal, external deficits; historical theories of growth and neoclassical growth (Notes plus Chapters 3,4,5)

3.   Population Growth, Unemployment issues, migration issues (Notes plus Ch. 6,7,8)     

3.   Education and gender and ethnic access to education;  Industry versus agriculture; leading industries; linkages; patterns of observed growth  
(Notes plus Chapters 9,10,11)

4.  Issues of inflation and unemployment; transmission mechanism; balance of payments; foreign workers and official reserves (Notes plus chapters 12,13,14)

5.  Public and private capital flows and international debt; equity markets;  bond markets and country risk analysis  ( Notes, plus Chapters  15,17)

6.  Entrepreneurship; state economic enterprises; efficient schemes of privatization;  Multinational firms and investment decisions; multinational corporations and their role in development; environmental impact of  markets and business  (Notes)

8.  Oral reports of  papers

9.  Oral reports  of papers

10. Final Exam

COURSE REQUIREMENT: ECON 420 OR ECON 421 OR PREVIOUS EXPOSURE TO MICRO OR MACRO ECONOMICS

ASSIGNMENTS AND HOMEWORKS :  Homeworks are to be written out and handed in TO YOUR GROUPMATES DURING THE LECTURE and you are to also put the results up on the board . Late homeworks are NOT accepted. Please use a word processor such as WP or  MS Word.  The objectives of the homeworks are two fold:  to help you prepare the body of your group paper and to inform your classmates about the economics of your region.

For Lecture 2:
Homework Set 1

For Lecture 3:
Homework Set 2

For Lecture 4:  Homework Set 3

For Lecture 5:
Homework Set 4

For Lecture 6:
Homework Set 5

For Lecture 7:
Turn in the first draft of the paper

For Lecture 8:
Pick up first draft and revise 

For Lecture 9:
Turn in final draft of paper

For Lecture 10:  Final Quiz

Homework Set 1: 
(GET STATISTICS FOR YOUR COUNTRY, YOUR BIGGEST  NEIGHBOR AND THE USA)

GDP, GDP per Capita, 

Breakdown of GDP into Agriculture, Service, Industry 





Breakdown of GDP into C, I, G, X, M for 1990, 1995  and a recent year. 

Literacy rate, HDI Index, social equity

Major trading partners and the source of most important foreign exchange earnings 

Homework Set 2: 
A brief history of the country (1-2 pages), especially colonial history, if any.

Ethnic distribution of the population, if any; access to education and social services by ethnic/gender classifications

Educational Attainments of the Labor force (i.e., secondary and tertiary education)

Harrod-Domar growth estimates

Homework set 3:
Lorenz Curve, Income distribution and Gini Coefficient

Historic time series of Sources of Growth; time series data on GDP, capital, labor force (or population)

Volatility of components of GDP over time; time series  of C,I,G,X,M  as shares of GDP for the last 20-25 years

Homework set 4: 
Regressions on Neoclassical Growth Models; estimate Solow production functions using data set in homework 3

Historic internal and external deficits

Deficit financing type and monetization of debt, if any.

Deficits and rescheduling of debt or defaults, if any

Debt to exports ratio, debt service/export ratio, 





M1,M2 money supply growth

Inflation and unemployment growth

Official reserves,  historic exchange rates and devaluations, if any

Homework set 5: 
External financing of deficits, type, debt rescheduling, if any

Private flow of funds into capital markets

Names and investments of the largest multinationals

Capitalization of internal equity markets

Employment and tax contribution of multinationals

Top five equities held by foreign mutual/investment funds

Correlation of inflation rate, exchange rate, volatility of flow of funds

National securities law and restrictions of foreign funds

Commercial law, civil law

SUGGESTED FORMAT FOR THE GROUP PAPER

A. Introduction of the overall economy

History of the countries in the region

Sources of growth (Solow Production Function)

Monetary Policy (M1, M2 Growth, inflation)

Fiscal Policy (Government spending, taxes, deficit financing, if any)

Balance of payments, financial markets

B.  Multinationals in the countries; social justice and equity

C. Conclusions

Please use your own words.   Your grade will depend on the strength of your conclusions, as well as the accuracy of the contents. Please put in work for the homeworks as part of your Appendix.

ON GROUP WORK:

Please note that in group work, you get graded as a group.  This means  that you get points taken off for weak section(s) of your project.  

