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Description and Objectives:

Managerial Economics should be thought of as applied microeconomics.  It is an application of the part of microeconomics that focuses on the topics that are of the greatest interest and importance to managers.  The course applies topics in economic theory and methods to business and administrative decision making. The course is concerned with the relationships between firms, consumers, and the economic environment in which they operate.  In doing so, this course provides the necessary foundations for courses in areas such as Finance, Management, and Marketing.
Environmental economics are dealt with when addressing Government and market failure, as well as effects of government intervention and ethical issues when discussing information economics.
Required Text:

Thomas, Christopher R.  Managerial Economics.  9th ed.  Irwin, McGraw-Hill, 2007.

Supplemental Text:

Pindyck, R. and Rubinfeld, D.  Microeconomics. 6th Edition. Pearson, Prentice Hall, 2006.

Evaluation:

Assignments:


20%

Midterm Exam:

30%

Final Exam:


50%
Students must get >50% on final exam to pass.

Grade Conversion:

A+
95% - 100%

A
85% - 94%

A-
80% - 84%

B+
77% - 79%

B
74% - 76%

B-
70% - 73%

C
<70%
TOPICS

1
INTRODUCTION TO MANAGERIAL ECONOMICS

This section will deal with the efficient allocation of resources subject to the economic constraints. Themes and concepts covered are:

Week 1

· Introduction to Economic Behavior

· Definition of Firms, Markets and Resources

· The Allocation Problem (Economic efficiency)

· Opportunity Cost

· Competitive Versus Noncompetitive Markets 

Reading: Chapter 1.




2
DEMAND, SUPPLY, MARKET MECHANISM AND CONSUMER BEHAVIOR

We analyze the role of the price mechanism in disseminating information and signals about the relative scarcity and abundance of a good, and how the process of production can be welfare improving through the creation of choice, thus achieving a desired societal production mix.  Themes and concepts covered:

Week 2

· Basics of Supply and Demand

· Partial Equilibrium

· Consumer Surplus and Producer Surplus

· Predicting Changes in Market Conditions 

· Effects of Government Intervention

· Marginal Analysis

Reading: Chapters 2, 3.
  
      



Week 3

· Consumer Behavior and Utility Theory

· Market Elasticity

Reading: Chapters 5, 6, 7.1-7.4.
  
      



3
PRODUCTION

The general production problem facing the firm is to determine how much output to produce and how much labor and capital to employ to produce that output most efficiently.  This section will address the different issues relating to the production decision.

Week 4

· Production Functions
· Law of Diminishing Returns
· Short-Run costs
· Isoquants
· Optimal Input Combination
· Returns to Scale 

Reading: Chapters 8, 9.

4
MARKET STRUCTURE, COMPETITIVE, MONOPOLISTIC, AND MONOPOLISTICALLY COMPEPTITIVE MARKETS 

Firms’ decisions to produce and price are affected by the economic environment in which the firm operates. An important dimension of this environment is the degree of competition faced by the firm and the type of market structure it operates in. 

Week 5

· Market Structure

· Perfect Competition

Assignment #1 posted

Week 6

· Monopoly

· Monopolistic Competition

· Pricing Strategies

Reading: Chapters 11, 12, 14.

Week 7

Review of Topics 1 - 4



Week 8

Mid Term Test


5 OLIGOPOLY, GAME THEORY AND APPLICATIONS

When only a few firms compete with one another, and entry by new firms is impeded, decisions are made strategically – weighing the probable reactions of competitors.  Concepts from game theory are used to understand oligopolistic industries.

Week 9

· Oligopoly Markets

· Prisoner’s Dilemma

· Nash Equilibrium 

· Cournot Oligopoly

Week 10

· Sequential Games

· Repeated Strategic Decisions

· Collusion

· Threats, Commitments, and Credibility

· Entry Deterrence
Reading: Chapter 13

6 INFORMATION ECONOMICS

Asymmetric information can lead to market failure or distortions. In the financial market credit rationing can arise leading to the creation of finance gaps. In the real market the lack of accurate information leads to adverse selection and moral hazard problems. The themes and concepts are:


Week 11

· Overview

· Adverse selection

· Moral hazard

· Akerlof’s Lemon’ Principal

· Risk and Uncertainty

Reading: Chapters 15, 16
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7 GOVERNMENT INTERVENTION AND MARKET FAILURE

Market failure does not mean that nothing good has happened, but what it means is that the best attainable results have not been achieved for the society or for specific economic agents. Markets can fail to achieve a Pareto optimal allocation of resources and outcomes, and therefore, the role of government intervention is analyzed.

Week 12

· Property rights, Externalities 

· Public Goods and non-rivalry
· Common property and non-exclusion
Reading: Chapter 16.



Week 13

Review

