COPENHAGEN BUSINESS SCHOOL

COURSE OUTLINE

FT MBA, FALL 2008
Economics
Professors: Peter Lotz and Keld Laursen

Place: Dalgas Have 15 (room SØ 089)

Time: See Below

Course Content 
The course in Economics has two distinct parts: Industrial Economics and Macro Economics. The aim of this course is to provide participants with a thorough understanding of the theories, concepts and frameworks developed in industrial economics, as well as a working understanding of central parts of macro economics. The course gives an essential understanding for strategy development and decision-making. The teaching in industrial economics is intended to give future executives an understanding of the nature of competition as industries develop and restructure. Macro economics provides an understanding of how consumers and firms are affected by the economic policies pursued by governments and central banks.
Learning Objectives

· to identify the key dimensions of a competitive situation
· to apply the theories on industry structure and competition to real world situations
· to compare the competitive situation in different industries by means of theoretical models
· to identify and define key macro economic variables – and how these variables relate to each other 
· to analyze the effect of monetary and fiscal policy on the aggregate output of an open economy 
· to illustrate theoretical mechanisms graphically
 
Class preparation

The course builds upon a range of teaching material. We will use the following set of materials for class discussion:

· cases, handed out and to be prepared in advance

· cases, handed out to be prepared in class

· 3 types of readings:

· required readings, handed out in advance (mandatory)
· optional readings, for those students who are interested in developing a deeper knowledge of a topic)
· in-class handouts, supporting class discussion
The cases are used both as a mechanism for you to exercise tools of analysis and as a motivation for discussing key issues. Case analyses are not intended to find either “first best” or “right” answer. Many good answers are possible. Do not approach the cases from the outside as a critical observer (as you might do with book sections or articles). You are expected to take on the role of an active decision-maker within the case and to focus on specific questions. Learn to sift out and identify the significant facts of the case. Cases contain data and, provocatively, they contain both more than you need and less than you want. Work at picking out the relevant facts and bringing them to support your arguments. Sometimes key pieces of your data are missing. In this case, make reasonable assumptions and flag them as assumptions during the case discussion.

Required readings are selected because they are a necessary part of the total framework you will need to analyze industries and national economies. They have to be carefully read before the class, since they are part of what is needed to actively participate and learn in class. Thus, you should always reflect on the ties between the reading and the cases.

Optional readings are selected to give further references for a deeper analysis of the class themes. They may be read before the class, if there is a specific interest in the theme, or after for a better understanding of arguments. In any case, optional readings provide you with additional perspectives and frameworks; they are identified with the assumption that they could be of help even if not mandatory.
Class participation

The key requirement for the in-class portion of this course is active participation. This participation is expected to be based on the thorough preparation of the assignments. Good preparation will increase the amount you get out of class and the amount your fellow students get out of listening to you. If you cannot be prepared, then please notify us before class. 

Evaluation Structure 

Students’ overall evaluation for this course will be based on the framework reported in the table below:

	Elements of evaluation
	Base of evaluation
	Weight

	Written exam
	Individual
	100%


Group memo: Each group is required to write a short case, describing the competitive situation in a given industry (2500 words max. + exhibits). The memo is due Tuesday, 18 November, at 12AM! (To be handed in electronically at SiteScape in PDF-format.) 
Written exam: The 4-hour written exam consists of an open book part and a closed book part. The closed book part can last up to five quarters of an hour. The rest of the four hours are allocated to the open book part of the exam. At any point in time during the first five quarters of an hour of the exam you can hand in your closed book exam (and in exchange get your material for the open book exam) and start working on the open book part (and hence get more time for the open book part of the exam). The closed book part will consist of ten multiple choice questions and a few questions to which you are supposed to give short answers. During the open book part of the exam you may be required either to perform a case analysis or to answer exam questions requiring longer answers based upon the course readings and class case discussions. 

The written exam will take place on Thursday, 11 December, at 9-13. The room is to be announced by the CBS administration.

Grading

Grading will follow the Danish 7-point scale. Under this scale, the following ECTS equivalencies may be understood:

	Outstanding
	A
12

	
	B
10

	Satisfactory
	C
7

	
	D
4

	Acceptable
	E
02

	Unacceptable
	F
00

	
	F
-3


Instructors

Peter Lotz is responsible for the Industrial Economics part (the first 10 lectures) and will teach most of this part, while Keld Laursen will teach Macroeconomics. 

Textbooks

There are two textbooks for the course:

· David Besanko, David Dranove, Mark Shanley, Scott Schaefer, “Economics of Strategy”, 4th Edition, Wiley, 2006
· Begg, D, Fisher, S. and Dornbush, R., “Economics”, 8/e, McGraw-Hill, 2005.


CLASS SCHEDULE AND READINGS
	Lecture number
	1

	Date & time
	Monday, 10 November, 9.00 -10.30 

	Instructor(s)
	P. Lotz & K. Laursen


	Topic
	INDUSTRIAL ECONOMICS:
What does it take to make a profit?


	Required Reading
	Besanko, chap. 10 (pp. 313-320 and 337-339)


	Optional Reading
	Besanko, start thru chap. 1

Besanko, chap. 10 (pp. 320-336)

Rumelt: “What in the world is competitive advantage?”


	Case(s)
	“Too many here, too few there” (Economist)

“Hawawini: “Are ‘old’ strategy concepts still working?” (EBF)


	Study Questions
	On the basis of the short descriptions in the two cases, please identify the main requirements for profitability in the airline industry and the internet industries.


	Lecture number
	2

	Date & time
	Monday, 10 November, 10.45 -12.15

	Instructor(s)
	P. Lotz 


	Topic
	INDUSTRIAL ECONOMICS:

Who is actually my competitor?


	Required Reading
	Besanko, chap. 3, 4, and 6 (only pp. 191-195)


	Optional Reading
	

	Case(s)
	“A case of office block” (Economist)


	Study Questions
	On the basis of the short case, please define the relevant market(s) in office supplies


	Lecture number
	3

	Date & time
	Monday, 10 November, 13.00 -14.30

	Instructor(s)
	P. Lotz 


	


	INDUSTRIAL ECONOMICS:

Why do I have so many competitors (or so few)?


	Required Reading
	Besanko, chap. 2 plus pp. 196-198 (“Measuring market structure”)

Chandler, “The enduring logic of industrial success”


	Optional Reading
	Utterback


	Case(s)
	“Motor vehicles” (Peter Johnson)


	Study Questions
	On the basis of the case, please explain the current market structure in the European car industry, and think of how and why it has changed over the past decades.


	Lecture number
	4

	Date & time
	Wednesday, 12 November, 9.00 -10.30

	Instructor(s)
	P. Lotz 


	Topic
	INDUSTRIAL ECONOMICS:
Can I make my own monopoly?


	Required Reading
	Sharon Oster, “Modern competitive analysis”, chap. 14

Besanko, chap. 6, pp. 203-208

	Optional Reading
	

	Case(s)
	

	Study Questions
	


	Lecture number
	5

	Date & time
	Wednesday, 12 November, 10.45 -12.15 

	Instructor(s)
	P. Lotz 


	Topic
	INDUSTRIAL ECONOMICS:
We could make a joint monopoly, couldn’t we?


	Required Reading
	Besanko, chap. 6, p. 208 ff


	Optional Reading
	

	Case(s)
	Gross, “The Fiber-Optic Network Bubble: Back to the Future”


	Study Questions
	With the ideas of Cournot and Bertrand competition in mind, please compare and explain the competitive situations in fiber-optics around 2000 and railroads in the 1870-90.

	Please note:
	Memos are due Tuesday, 18 November, at 12AM


	Lecture number
	6

	Date & time
	Wednesday, 19 November, 9.00 -10.30 

	Instructor(s)
	P. Lotz & K. Laursen


	Topic
	INDUSTRIAL ECONOMICS:
Public policy: Regulation and competition laws, I


	Required Reading
	

	Optional Reading
	European Commission: “Competition policy in Europe and the consumer”


	Case(s)
	Cartel case: TACA

	Study Questions
	


	Lecture number
	7

	Date & time
	Wednesday, 19 November, 10.45 -12.15 

	Instructor(s)
	P. Lotz


	Topic
	INDUSTRIAL ECONOMICS:
Public policy: Regulation and competition laws, II


	Required Reading
	Begg, D, Fisher, S. and Dornbush, R., 2005, Economics, 8/e, McGraw-Hill, London:

Chap. 17: Industrial policy and competition policy

Chap. 18: Natural monopoly: public or private?


	Optional Reading
	

	Case(s)
	

	Study Questions
	


	Lecture number
	8

	Date & time
	Friday, 21 November, 9.00 -10.30

	Instructor(s)
	P. Lotz 


	Topic
	INDUSTRIAL ECONOMICS:
I don’t give in (or do I)?


	Required Reading
	Besanko, chap. 7 (only pp. 223-236)


	Optional Reading
	Besanko, rest of chap. 7


	Case(s)
	Hay, “Facilitating practices, the Ethyl case”

	Study Questions
	

	Other
	Feedback on memos


	Lecture number
	9

	Date & time
	Friday, 21 November, 10.45 -12.15 

	Instructor(s)
	P. Lotz 

	Topic
	INDUSTRIAL ECONOMICS:
Hey, I have competed with that guy before! 
And I will meet him again. So . . . . ?


	Required Reading
	Besanko, chap 8


	Optional Reading
	

	Case(s)
	“Playing games with the planet” (Economist)


	Study Questions
	


	Lecture number
	10

	Date & time
	Wednesday, 26 November, 9.00 -10.30

	Instructor(s)
	P. Lotz 


	Topic
	INDUSTRIAL ECONOMICS:
Will I have more competitors? Can I scare them away?


	Required Reading
	Besanko, chap. 9

	Optional Reading
	

	Case(s)
	

	Study Questions
	


	Lecture number
	11

	Date & time
	Wednesday, 26 November, 10.45 -12.15

	Instructor(s)
	K. Laursen


	Topic
	MACROECONOMICS: Introduction


	Required Reading
	Begg, D, Fisher, S. and Dornbush, R., 2005, Economics, 8/e, McGraw-Hill, London:

Chap. 19: Intro to Macroeconomics

Chap. 20: Output and Aggregate Demand


	Optional Reading
	Chap. 21: Fiscal Policy and Foreign Trade


	Case(s)
	

	Study Questions
	What gives rise to the multiplier effect?


	Lecture number
	12

	Date & time
	XXday,  November, 10.45 - 12.15

	Instructor(s)
	K. Laursen


	Topic
	MACROECONOMICS: Fiscal and Monetary Policy


	Required Reading
	Begg, Fisher, and Dornbush:

Chap. 23: Interest Rates and Monetary Transmission

Chap. 24: Monetary and Fiscal Policy


	Optional Reading
	

	Case(s)
	

	Study Questions
	How and to which extent can fiscal and monetary policy affect the output of an economy?


	Lecture number
	13

	Date & time
	XXday, XX December, 9.00 - 10.30

	Instructor(s)
	K. Laursen


	Topic
	OPEN ECONOMY MACROECONOMICS: 
The Balance of Payments


	Required Reading
	Begg, Fisher, and Dornbush:

Chap. 28: Exchange Rates and the Balance of Payments


	Optional Reading
	

	Case(s)
	Balance of payments exercise

	Study Questions
	


	Lecture number
	14

	Date & time
	XXday, XX December, 10.45 - 12.45

	Instructor(s)
	K. Laursen


	Topic
	OPEN ECONOMY MACROECONOMICS: Fiscal and Monetary Policy under Fixed Exchange Rate Regimes


	Required Reading
	Begg, Fisher, and Dornbush:

Chap. 29: Open Economy Macroeconomics

Chap. 34: Exchange Rate Regimes


	Optional Reading
	

	Case(s)
	

	Study Questions
	Under which circumstances is fiscal policy an effective instrument for affecting output? Under which circumstances is monetary policy an effective instrument for affecting output?


	Lecture number
	15

	Date & time
	XXday, XX December, 9.00 - 10.30

	Instructor(s)
	K. Laursen 


	Topic
	OPEN ECONOMY MACROECONOMICS: Fiscal and Monetary Policy under Floating Exchange Rate Regimes


	Required Reading
	Begg, Fisher, and Dornbush:

Chap. 29: Open Economy Macroeconomics

Chap. 34: Exchange Rate Regimes


	Optional Reading
	

	Case(s)
	Exercise on the Yen/US $ exch. Rate

	Study Questions
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