The School of Business & Technology
Webster

UNIVERSITY

Course BUSN 6120-59 Managerial Economics

Term Spring 2, 2008 Camp Bullis, Texas

Instructor Dan Davied, Ph.D.
210-886-1377(office)
DrDavied@sboglobd.net or danieldavied93 @vebder.edu

Catalog Thestudent examines the application of microeconomnic theory as applied to

Description themanagers responsbilities within the organization. This course should
emphasize the quantitative and quditative application of economic prindples
to busness andysis.

Prerequisites BUSN 5620and BUSN 5760

Course Level
Learning
Outcomes

Outcome Expectation

1. Studentsundestand Students can utilize basic supply and demand
how market forces andysis (graphical and quantitative) to predict
affect price and thelikely impact of events ontheprice and
gquantity. guantity sold of any produd.

2. Students undestand Students can both calculate elasticity and
elagticity and its estimate elasticity empirically. Given theresult
relationdhip to pricing | thestudent can correctly predict theeffect of a
andrevenue given changein price onrevenue

3. Students can utilize Students can take provided dataand correctly

statistical andysisto estimate a demand fundion, determinethe
assess produd demand | statistical significance, calculate the produd
conditions elasticities (price, cross, and income) and infer
theimplicationsof tha information to market
demand conditions

Students can also learn how to measure risk and
uncertainty, and then incorporate these measures

4. Students can utilize Students can identify which of thefour primary
indugry anaysisto market structures mog appropriately correlates
assess market postion | to anindudry. Thestudent can draw inferences

regarding firm behavior and performance.

Students can identify the Oligopolstic modd
that best describes the behavior of an
Oligopolstic indugry.

Students can use basic game theoretic andysisto
describethe behavior of firmsin an Oligopoistic
indudry.

Students can also utilize Michael Porter® Five-
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forces modd to assess market potential and gain
draw inference regarding firm behavior and
potential performance.

Titlee Fundamentals of Managerial Economics; 8th edition

Materials Author. Hirschey, Mark;
Publisher: South-Western College Pub.
ISBN: 0-324-288891
. Exam 1 30%
Grading Exam 2 30%
Exam 3 30%
Assigned Homework 10%
Activiti - Homework assignments from back of each chapter.
ctivities . . . .
- Apliaassignments corresponding to each topic area.
Policy University policies are provid_ed in thecurren_t course catal og and_ course
Statements: schedules. They are also available onthe university webst_e. Thls_c_la$ IS
govend by theuniversity@ published policies. Thefollowing pdicies are of
University paticular interest:
Policies

Academic Honesty
Theuniversity is committed to high standads of academic honesty.
Students will be hdd responsble for violationsof these standads. Please
refer to the university@ academic honesty policies for adefinition of
academic dishonesty and potential disciplinary actionsassodated with it.

Drops and Withdrawals
Please be aware that, should you choos to drop or withdraw fromthis
course, thedate onwhich you notify the university of your decision will
determinethe amountof tuitionrefundyou receive. Please refer to the
university policies on dropsand withdrawals (published elsewhere) to find
outwha the deadlines are for dropping a course with a full refundand for
withdrawing from a course with a patial refund.

Special Services
If you have registered as a student with a doaumented disability and are
entitled to classroomor testing accommodéions please inform the
indructor at thebeginning of the course of the accommodaionsyou will
require in this class so tha these can be provided.

Disturbances
Since every student is entitled to full paticipaionin class without
interruption, disruption of class by inconsderate behavior is not
acceptable. Students are expected to treat theingructor and other students
with dignity and respect, especially in cases where adiversity of opinion
arises. Students who engagein disruptive behavior are subject to
disciplinary action, induding remova from the course.

Student Assignments Retained
From time to time, student assignments or projects will beretained by The
Department for the purpose of academic assessment. In every case,
should the assignment or project be shared outsidethe academic
Department, the student's name and all identifying information abouttha
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Policy
Statements:

University
Policies

University policies are provided in the current course catalog and course
schedules. They are aso available onthe university webste. Thisclassis
govaned by theuniversity@ published policies. Thefollowing pdicies are of
paticular interest:

Academic Honesty
Theuniversity is committed to high standads of academic honesty.
Students will be hdd responsble for violationsof these standads. Please
refer to the university@ academic honesty policies for adefinition of
academic dishonesty and potential disciplinary actionsassodated with it.

Drops and Withdrawals
Please be aware that, should you choos to drop or withdraw fromthis
course, thedate onwhich you notify the university of your decision will
determinethe amountof tuitionrefundyou receive. Please refer to the
university policies on dropsand withdrawals (published elsewhere) to find
outwha the deadlines are for dropping a course with a full refundandfor
withdrawing from a course with a patial refund.

Special Services
If you have registered as a student with a doaumented disability and are
entitled to classroom or testing accommodéions please inform the
indructor at thebeginning of the course of the accommodaionsyou will
require in this class so tha these can be provided.

Disturbances
Since every student is entitled to full paticipaionin class without
interruption, disruption of class by inconsderate behavior is not
acceptable. Students are expected to treat theingructor and other students
with dignity and respect, especially in cases where adiversity of opinion
arises. Students who engagein disruptive behavior are subject to
disciplinary action, induding remova from the course.

Student Assignments Retained
From time to time, student assignments or projects will beretained by The
Department for the purpose of academic assessment. In every case,
should the assignment or project be shared outsidethe academic
Department, the student's name and all identifying information abouttha
student will beredacted from the assignment or project.

Contact Hours for this Course
It isessential that al classes meet for thefull indructiond time as
scheduled. A class cannotbe shortened in length. If aclass sessionis
cancelled for any reason, it mug berescheduled.

Course Policies

This syllabusmay berevised at thediscretion of the indgructor withoutthe
prior notification or congent of the student. The schedule bd ow presents an
approximate expectation of course progress. Theindructor reservestheright
to add, ddete, or modify any weeks of this schedule. Theindructor aso
reserves therightto changethe overall course grade weighting. Any changes
will beannouned in class.

If youmiss class you are responsble for getting nates and assignments. No
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late homework will be accepted and missed quizzes will receive scores of zero
unless prior approval to miss class is obtained from the instructor. Makeup
exams will be scheduled only if arranged in advance of the scheduled exam

dae.
Weekly Weeks 1-2
Schedule .

Supply and Demand

- review thebasic demand and supply modd

- market equilibrium

- nonprice deerminants of supply and demand and how changesin
demand might affect market equilibrium

¢ Elasticity

- caculate own-price, cross-price, and income elasticity
- eladticity and revenue
- deerminants of price elasticity

e Demand Estimation

- review multipleregression
- usmultiple regression to estimate a demand curve

Conduct 1% examin Week 3 (2 hours)
Weeks 3-5
* Business Forecasting

- Review trend, seasond, and cyclical components of a data series

- Review smoothing techniques (e.g. moving averages and exponential
smoothing)

- Review variousmethodsof moddingtrends(e.g. linear, qualratic,
exponential).

- Apply variousforecasting techniques to aid demand estimation.

* Optimization

- correlation between produdion and cost

- increasing/decreasing returnsto a factor

- increasing/decreasing returnsto scale

- economies of scale and economies of scope

- theredationship beween returnsto afactor and inaemental (or
margind) cod.

- fixed and variable cog

- short-run pricing and produdion decisions

- theMR=MC rule of profit maximization

- deriving revenueand margind revenuefundions(or table)

- determining profit maximizing quantity and price for afirm with
pricing power.
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Perfect Competition and Monopoly

the Structure-Condud-Performance paradigm

basic characteristics of each market structure

short and long-run effects of changesin demand and cos in each
market structure

potential for long-term profitability in each market structure
empirically solving for market equilibrium in each market structure
discuss real-world examples of each market structure.

Price Discrimination

first, second,and third degree price discriminaion
conditionsfor price discrimination to take place
peak-load pricing

intertempora pricing

two-part tariffs

Conduct 2" examin Week 6 (2 hours)

Weeks 6-8

Monopolistic Competition and Oligopoly

the Structure-Condud-Performance paradigm

basic characteristics of each market structure

short and long-run effects of changesin demand and cos in each
market structure

potential for long-term profitability in each market structure
empirically solving for market equilibrium in each market structure
discuss real-world examples of each market structure.

the Sweezy prindple

the Coumot, Stackelberg, Bertrand, price leadership, and colluson
modds of oligopoly

cartels

Game Theory and the Economics of Information

domnant strategies

Nash equilibrium

prisona @ dilemma

mixed strategies

onetime versusrepeated games

solve for the Nash equilibriumfor a 3x3 decision matrix.
asymmetric information

the @emonOmodé

adverse selection and mora hazard

expected profits and expected wealth.

Pricing Strategies
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- MR=MC

- Baumol@ RevenueMaximization Modd
- Two-part pricing

- Block pricing

- Trander pricing

- Commodity Bundiing

- Lerne®@mark-uprule

- Randomized pricing

- Price matching

* Porter’s Five-Forces Analysis

- basics of themodd
- implicationsand applicationsof the modd

¢ Risk and Return

- caculating expected wealth

- caculate variance, standad deviation, and codficient of variation
- caculate expected profits

- asymmetric information, adverse selection, and moral hazard.

Conduct 3" examin Week 9 (2 hours) Course Summary will follow exam.

Additional Only a student with atermind degree in Economics from an accredited
Information inditution should be consdered for awaiver.
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