MBA 703 Cour se Syllabus
M icroeconomics Section

Cour se Nunber : MBA 703

Course Title: Econom ¢ Environnment of the Firm
Credits: (3;3)
Pre-requisities/Co-requisites: None

For Whom Pl anned: Requi red course for students in

t he Master of Business

Adm ni strati on Prograrns.
I nstructor | nformation: St ephen K. Layson, PhD

457 Bryan Buil di ng

334- 4868, (phone),

| ayson@ncg. edu

Ofice Hours: M&W9-12

Cat al og Descri ption:
Econom ¢ theory to anal yze markets, conpetitive and
nonconpetitive firm behavior, nmarket structure,
government regul ation, and current and histori cal
fiscal, nonetary and exchange rate policy changes
wi thin the global financial environnent.

bj ectives: M croeconom cs
The maj or objective of this course is to explain how
mar ket s generate cooperation from people across the
worl d, how prices act as signals and coordi nate
appropriate responses to changes in econonic
condi ti ons,

St udent Learni ng Qut cones:
At the end of the course you should be able to:



1. Expl ain price and out put changes in markets
usi ng supply and demand.

2. Predict price and output changes using the
price and inconme elasticity of demand.

3.Find the profit maximzing |evel of various
firmactivities using marginal analysis.

4. Denonstrate how conpetitive industries respond
in the short run and long run to demand and
supply shocks.

5. Denonstrate how an unregul ated nonopol i st sets
price and out put.

6. Di scuss the four different market structures
that firnms operate in.

TEACH NG METHODS AND ASSI GNVENTS FOR ACHI EVI NG LEARNI NG
QUTCOMVES:

Students should first read the assigned chapters in the
t ext book before the class | ectures. The lectures wll
reinforce and extend the textbook di scussion. Several
handouts w Il be discussed in class to further cover
student | earning outconmes. The students are al so
encouraged to do the textbook exercises at the end of
each chapter to help prepare for the mdtermand fina
exans. For the first few weeks there wll be short

qui zzes given that will be graded but not counted toward
your final grade. The purpose of the quizzes is to give
sone early feedback on how well you are |earning the
mat eri al .



1) Homewor k assignnents will be handed out each week and

are due the follow ng week at the begi nning of cl ass.
Lat e honewor k assignnents are not accepted. The
homewor k assignnments will cunul atively count for 20%
of your grade for the M croeconom cs section of the

course. The honmewor k assignnments will cover all six
| ear ni ng out cones.

2) There will be one in class mdtermcovering chapters
1-7 that wll count for 30% of your final grade. The
mdtermw || cover student |earning outcones 1-3.

3) The final examgiven on the |last class period wll
cover textbook chapters 8-15 and will count for 30%
of your final grade. The final examw || cover

student | earni ng outcones 3-6.

EVALUATI ON AND GRADI NG

The follow ng grading scale will be used for all
homewor k assi gnnents, the m dterm exam and the fina
exam for the M croeconom cs section of MBA 703.

A 93-100%

A-  90-92. 9%
B+ 87-89.9%
B 83-86. 9%
B- 80-82. 9%
C+ 77-79.9%
C 70-76. 9%
F 0-69. 9%
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REQUI RED TEXT:

Modern Principles of Econom cs, by Tyler Cowen and
Al ex Tabarrok, Worth Publishers, 2009.

TOPI CAL QUTLI NE/ CALENDAR:

First week

Second week

Third week

Fourth week

Fifth week

Qut

First Homework Hand Out

Lecture: Introduction, Demand, Supply and Market
Equilibrium, Chapters 1 - 3.

Quiz 1, First Honmework Due; Second Honmewor k
Hand Cut

Lecture: Elasticity and Its Applications, The Price System,
Price Ceilings and Price Floors, Chapters 4-7.

Quiz 2, Second Homework Due; Third HorodwHand Out

Lecture: International Trade and Externalities, Chapters 8-
9.

M dt erm
Thi rd Homewor k Due; Fourth Honewor k Hand CQut

Lecture: Profits, Prices and Conpetition,
Monopol y, Chapters 10- 12.

Fourth Honewor k Due: Fifth Honewor k Hand

Lecture: Price Discrimnation, Cartels, Ganes

and Network Goods, Chapters 12 and 13.



Si xt h week Fifth Homewor k Due.
Lecture: Labor Markets, and Getting

I ncentives R ght, Chapters 14 and 15.

Sevent h week Revi ew and Fi nal Exam

ACADEM C HONOR CODE:

Students are responsible for famliarizing thensel ves
with the UNCG policy on issues such as cheating,

pl agi ari sm m suse of academ c resources, falsification
and facilitation of dishonest conduct. Procedures and
penalties related to these and other violations of the
Academ c Honor Policy are found at the follow ng web
site: http://academ cintegrity.uncg.edu/. Any violation

of the Honor Policy may result failure of the assignnent
and subsequently the entire course.

ATTENDANCE POQLI CY:

Students are expected to attend and be an active
participant in all classes. If a student m sses a cl ass
they are expected to notify their instructor as soon as
possible to turn in their honmework and to get any new
homewor k assi gnments or handouts distributed in class.

ADDI TI ONAL REQUI REMENTS:
None.



MBA 703: ECONOMIC ENVIRONMENT OF THE FIRM

Fall 2010
Day Program
Stuart Allen stuart_allen@uncg.edu
462 Economics Department Office hours: By appoamtimafter class
334-3166 http://www.uncg.edu/eco/people/allen

CATALOG DESCRIPTION
Economic theory to analyze markets, competitive andcompetitive firm behavior, market structure,

government regulation, and current and historicakf, monetary and exchange rate policy changgmsnwi
the global financial environment.
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This course will be taught by Stuart Allen (Aug@egt-October 7) [Macroeconomics] and Steve Layson
(October 19-December 7) [Microeconomics].

OBJECTIVES: MACROECONOMICS

The major objective of this course is to developry@conomic understanding and analytical abilitpdeess
the current macroeconomic environment and goverhipaities in the United States and other countries
(e.g. fiscal, monetary, and exchange rate policifie course will utilize aggregated markets suclhas
output, labor, credit/financial, reserve, money fordign exchange markets to analyze the effechahges

in monetary, fiscal and exchange policy in the exnbdf the global economyThe lectures, discussions,
readings and assignments will help to develop whility to analyze the current economic environment
evaluate current government policies, and assesssthfacing businesses and households. Histarész
studies will be employed as an important teachingto explain the current global economic envirenim.

COURSE MATERIALS
Modern Principles of Economics by Tyler Cowen and Alex Tabarrok, ISBN 1-4292-02R7

ADDITIONAL SOURCE MATERIAL
Check out government agencies such as CBO.gov, @&Aand BLS.gov for additional information. The
Federal Reserve Corner is at http://www.nabe.cobtitptied.html

Political economic analysis of Paul Krugman anddBb&Long and tax analysis of the Tax Foundation may
be of interest. (Google)

COURSE REQUIREMENTS

Test 1 — 20% — Class 5 — September 7
Test 2 — 30% - Class 10 — September 23
Final Exam — 50% — Class 14 — October 7

Tests are required unless there is a family emeyganillness. The weight of a missed test wilkdoleled to
the final exam.

GRADING POLICY AND SCALE
Incompletes are not an option. No extra credit.
A: 90 -100 B: 80 -89 C: 65-79 F: Less tb&n

Your final grade will be the average of your maca@mic and microeconomic section of the course.

FACULTY STUDENT GUIDELINES
Can be found at http://www.uncg.edu/bae/facultydstu_guidelines.pdf

ATTENDANCE

Attendance is necessary to absorb the course tontdissing class may be hazardous to your course
performance. If the unexpected happens and yoa t@amiss class, you are responsible for the class
material. Class lectures may be recorded.

UNCG HONOR POLICY ISENFORCED






LEARNING OBJECTIVES

Students should be able:

1.

2.

10.

11.

12.

13.

14.

15.

16.

17.

18.

To understand the current economic news and tgzmaurrent public policy.

To understand the measurement of macroeconomicsdekaas real GDP, economic growth, price
indexes, inflation, unemployment, employment, #igefal budget deficit, and the national debt.

To be able to convert (deflate) nominal variabdesetl variables.

To understand the measurement of a country’s balehpayments, the current and capital accounts
and the status of a country as a debtor or creuitiion.

To discuss the sources of economic growth for dgesl and developing countries.

To analyze the effect of each of the three macrumoic policies (fiscal, monetary, and exchange
rate) with regard to real GDP growth, the unemplegtmate, and the rate of inflation.

To understand the role of exchange rates in ecglility trade and financial flows.

To analyze the effect of shifts in aggregate denwmal aggregate supply in the output market in
terms of short-run fluctuations in economic acfivit

To analyze the effect of implementing expansiorany contractionary policy when the economy is
suffering from recession or inflationary pressure.

To analyze the short- and long-term effects on &P growth and the inflation rate from the
expansionary monetary policy of the late 1970s\awidker’s fight against inflation from 1979-82.

To analyze the conduct of monetary policy (e.gefellfunds interest rate targeting) with specific
reference to the interest rate targeting of théd49he 1990s and the 2000s.

To analyze monetary policy according to Tayloreru

To analyze the effects on economy activity and ecvo growth from fiscal policy and deficit
spending with specific reference to the Reagan dtudigficits.

To analyze the effect of the 1980s budget defmitd monetary policy on real interest rates, the
current account deficit, the value of the dollad #me status of the US as a creditor or debtoomati

To understand the Bretton Woods international fifersystem and the adjustment process.

To analyze the Asian currency crisis in 1997/98taedole of fixed exchange rates in the boom
and bust cycle.

To analyze the current exchange rate policy of &hin

To analyze the reasons for the housing boom anbldalnd the contributions by government.



10

MBA 703
COURSE OUTLINE

You arerequested to haveread Chapters 1, 2, 3, 5, 20, 21, and 22 beforethefirst day of class.

I. GDP and Unemployment Ch. 20

A. GDP: Nominal vs. Real

B. GDP Per Capita

C. Expenditure vs. Income Approval

D. Trade and Balance of Payments Ch. 327pp-711
E. Measurement Problems

Insert: ......

F. Unemployment Rate and Job Creation Ch. 24
G. Types: Cyclical, Fractural, and Structural

H. National Rates of Unemployment and Full Emplewtn Potential Real GDP

I. Okun’s Law and Growth Recession

[l. Economic Growth Chs. 21 and 22
A. Key Facts: Wealth Miracles and Wealth Disasters
B. Rule of 70/?
C. Wealth of Nations: Institution, Incentives, Biwal Capital, Human Capital, Technology
D. ? Growth Model
E. Simple Model: Real GDP = F(K)
F. Convergence

Insert: PPF and Savings vs. Consumption ?
Insert: Supply Scale Economics

S— K— K/L Ratio— Labor Productivity> Real Wages» ???7?

lll. Savings, Investment and the Financial System Ch. 23
A. Demand to Borrowers
B. Supply by Lenders (?)
C. Loanable Funds = Credit Market
D. Role of Intermediaries
E. Real vs. Nominal Interest Rates



IV. Money Supply, Inflation, and the ? Theory of ?

V. Dynamic AD-AS Model

VL.
A. Monetary Policy
B. Fiscal Policy

VII. International Financial System
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Chs. 25 and 28

Chs. 25 and 27

Ch. 29
Chs. 30 and 31

Ch. 32



