Syllabus for:
IM600: International Trade and Investment Simulation, Spring 2008
Time: T/TH 4:00-5:30 PM       Room: MG307 (McGowan, third floor)
Instructor: Robert McCleery

Office: Rm. 217, McCone, ext. 4624, e-mail: Robert.McCleery@MIIS.edu

Office Hours: MW 2-3, T/TH 2-3 and by appointment. Feel free to talk to me right after class as well to resolve questions immediately!

Prerequisite: The business school’s first-year core (accounting, finance, operations, marketing, and international economics—preferably IM520, with the trade game), or instructor’s permission.

The story:  

In this course, you will role-play the project leader/team of a new production venture outside the US. It is 2002, and your jeans manufacturing company (Levi’s or similar company) finds that US production is no longer competitive with overseas production, as trade barriers and transportation costs fall. You will compete for the position of “Overseas production coordinator,” then research, finance, and manage the firm’s overseas production center.  

Course objectives:  

General: This course is meant to be a capstone experience for the MBA program. Thus it is a course in which material from the first-year core courses is integrated and synthesized.  However, it is taught by an economist, and thus economic principles may dominate, in practice.  After completing this course, you should understand many of the principles involved in setting up and managing production facilities outside the US.  It is also designed as an opportunity for mutual learning between MBA students and trade policy students and faculty.  
Skill development: Many skills will be developed and honed in this class.  Students will find their research abilities, teamwork, oral and written communication, quantitative, negotiation, and other business skills (such as excel proficiency) challenged and improved.  Students will have the option of polishing language skills, cultural and cross-cultural awareness, environmental awareness, ethics, and other skills outside the traditional business core.  Elements of entrepreneurship, global business strategy, international economics and operations are the functional areas stressed.  
Course Materials:

All course materials have either been developed by the instructor or will be developed by the class in the course of the semester.  While there is no required text, students may find it helpful to review course materials from prior business and economics courses.  

Evaluation:

Grading will be based on class participation and attendance (10%), your ultimate success of your operations (25%), and the following deliverables, listed in the order in which they will be due: 

1) A brief (2 page) business plan, outlining your subsidiary’s philosophy, “mission,” goals, and means of achieving those goals.  Your job is to identify both opportunities and challenges associated with setting up a foreign subsidiary and explain why you and your management team of former MIIS students are the ones who should lead it. Imagine that this document is part of your application to head the project development team for this proposed production facility.  Include both the opportunities and challenges inherent in the new operation (5%)

2) A one-page press release announcing and explaining your decision to close your San Francisco (or San Antonio) plant and open a production facility abroad. (5%)

3) A research report addressed to your CEO, with an appendix on methodology and sources, ranking three to five prospective sites for your new production facility.  It is assumed (but not required) that your sites be chosen (by your group) based on both economic considerations and your region of interest, language competence, etc. This exercise is somewhat similar to the country selection matrix used in IBP (15%)

4) You will negotiate for and obtain a signed contract with a national government (presumably towards the top of your list of sites) specifying the terms and conditions of your operation in that country.  In the case of anything not explicitly specified in your agreement, you will be bound by local laws and customs.  Potential areas to negotiate include domestic tax laws/concessions, land ownership/leasing laws, labor laws (including use of ex-pat managers), domestic content requirements, import restrictions, export requirements, infrastructure development, education and training, access to EPZ/SEZs, etc.  (10%)

5) Your decision on how to raise the $12 million required for initial “start-up.”  Your choices here will be greatly simplified from the full range of options taught in capital budgeting. (5%)

6) Your decision on how to invest the $12 million (start-up decisions), as follows: a) the capital intensity of production (where you plan to operate on the isoquant).  This (along with the wage you choose to pay—see 6 below) will determine labor and capital cost per unit of output, and materials cost per unit. b) plant capacity (= capital/capital intensity). c) the fraction of the initial $12 million you wish to devote to the first year’s research and development (R&D budgets will be set each year), plant size, starting cash, etc. d) your supply chain (affects raw materials cost).  e) any other up-front costs due before the start of your revenue stream (think hard and don’t leave things out!) (5%)

7) One quiz. (10%).  A second, optional “no-lose” quiz will be offered as a take-home the last week of class.
8) After the first year of operation, you will present your business plan and annual report to potential investors.  Your grade for the presentation will be based on the investment you attract and the quality of your own investments, in addition to the instructor’s vote.  (10%)
Course Schedule:
Approximate dates for lecture and discussion topics, quizzes, and assignments:

1) Intro and overview





1/22
2) HR considerations, infrastructure



1/24 
3) Trade and ex. rates, finance, taxation (including transfer pricing) and 
macroeconomic considerations (and team assignments)
1/29 (assignment #1 due)
4) Operations and supply chain consideration and Gov’t 
regulations (DCR, XR, BoPR, corruption, stability)

1/31 

5) Data gathering workshop, Ann Flowers (library)

2/5 (assignment #2 due)


6) Additional research time




2/7
Make-up, or off, because of additional work Thursday!  
2/12
7) Negotiations workshop, Prof. Wei Liang


2/14 (assig. #3 due)
8)**Joint session with IP662—Negotiate your deal!
2/16 (assig. #4 due before you leave)


9) Review of elasticities




2/19 

10) Intro to the (modified) trade simulation


2/21 (assig. #5 due)
11) Intro to the (modified) trade simulation continues
2/26 

12) Excel workshop (and conclude intro)


2/28
13) Quiz 1
(assign. #7)




3/4 (assig. #6 due)
14) Detailed discussion of quiz—common background
3/6 

[Spring Break—March 10-14, enjoy!]
Simulation begins!

15) Group discussions
& questions



3/18 (Q1 decisions due) 

16) Group discussions





3/20 (Q2 decisions due)

17) Group discussions





3/25 (Q3 decisions due)
 

18) Group discussions





3/27 (Q4 decisions due)
 

19) Annual reports (assig. #8), 20 minutes per group,
4/1 (Q5&6 contingent 


everyone participates



decisions due)

20) Group discussions





4/3 (Q7 decisions due)


21) Group discussions





4/8  (Q8 decisions due)


22) Group discussions





4/10  (Q9 decisions due)

23) Group discussions





4/15  (Q10 decisions due)


24) Group discussions





4/17 (Q11 decisions due)

25) Post-mortem-HR&Infrastructure



4/22 (Q12 decisions due)

26) Post-mortem- Trade and exchange rate management
4/24 (Q13 decisions due)

27) Post-mortem-Finance and Macroeconomics

4/29 (Q14 decisions due)

28) Post-mortem-Government regulations and corruption
5/1 (Q15&16 decisions due)


29) Simulation review, winner is crowned!


5/6 

30) Quiz 2
(optional, can only improve your grade)
take-home, due 5/8
 [Spring graduation—5/10  Good luck, graduates!]





