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Spring 2001 General Information
Instructor:
Dr. Thomas Webster

Office:

Room W-428

Telephone:
(212) 346-1965

Fax:

(212) 346-1573

E-mail:

twebster@pace.edu    

Spring 2001 Office Hours
Tuesday:
2:00pm-5:00pm

Thursday:
2:00pm-5:00pm

Other times:
By appointment

Course Description  

Combines microeconomic theory and quantitative methods as a tool for managerial decisions at the firm level with practical application of concepts and techniques.  Topics include analysis of consumer demand, production and costs, prices and output, capital investment decisions, planning and forecasting.

Course Objective
ADVANCE \d4
The course is especially of value to MBA students, because it focuses on the economics of individual firms, particularly the considerations governing their managers' pricing and output decision. No business education can be considered complete without knowledge of the meaning of elasticity of demand and the concepts of marginal cost and marginal revenue. The course also familiarizes students with such public-policy issues as how millions of independent firm-level decisions are coordinated by the price system and what the consequences of such price coordination are for consumers, producers, and economic efficiency. 

Admonitions
This course is fundamentally quantitative in nature.If you are having difficulty with the material then it is your responsibility to make these problems known to me so that together we may rectify whatever problems that you may be experiencing.  Please feel free to see me during my office hours, or you may contact me by telephone or e-mail.

Text  
Webster, Thomas J., Foundations of Managerial Economics.

Grading
There will be four 60 minute examinations.  Each examination will be announced at least one week in advance.  Examinations will consist of multiple choice questions and problems.  Examinations are not cumulative.  Your lowest grade will be dropped when calculating your final numerical average. There are no make up examinations without prior permission of the instructor.  Each examination will be weighted equally.  Missed examinations will be graded as a zero.  One missed examination will be dropped as your lowest grade when calculating final grades.  If you miss two examinations then one examination will be dropped, but the other will be counted as a zero.  Examinations will be given at the beginning of class.  Students who arrive more than 15 minutes after the beginning of class will not be permitted to sit for examinations.   Class deportment matters.  Inappropriate behavior, especially when disruptive to the instructor or to other students will negatively affect your grade.  Classroom attendance is not factored into your final grade.

Course Outline
The Essentials of Demand and Supply (approximately one week).  Topics include: Managerial economics; the goal of the firm; economic profits; law of demand; demand determinants; market demand; law of supply; supply determinants; market supply; market equilibrium; price ceilings; and price floors.  Readings:  Text chapters 1, 4.

Additional Topics in Demand Theory (approximately two weeks).  Topics include: Arc and point price elasticity of demand; the relationship between the price elasticity of demand and total revenue; cross-price elasticity of demand; income elasticity of demand; and the elasticity of supply.  Readings:  Text chapter 5.

Examination #1--Chapters 1, 4-5
Production (approximately two weeks).  Topics include: The production function; short-run in production; long-run in production; Cobb-Douglas production function; total product of a factor of production; average product of a factor of production; marginal product of a factor of production; the law of diminishing marginal product; the relationship between the total, average and marginal products; three stages of production; derived demand; isoquants; marginal rate of technical substitution; optimal combination of factors of production; and returns to scale.  Readings:  Text chapter 7.

Cost (approximately one week).  Topics include: Opportunity cost; explicit cost; implicit cost; economic cost; short-run  vs. long-run; total cost; total fixed cost; total variable cost; average total cost; average fixed cost; average variable cost; marginal cost; the relationship between production and cost; economies of scale; economies of scope; and the learning curve.  Readings:  Text chapter 8.

Profit and Revenue Maximization (approximately one week).  Topics include:  Profit maximization, optimal input combinations, optimizing the profit function, total revenue maximization; and the relationship between profit and revenue maximization.  Readings:  Text chapter 9.

Examination #2--Chapters 7-9
Market Structure:  Perfect Competition and Monopoly (approximately one week).  Topics include: Market structure; MR=MC rule; perfect competition; price taker; short-run competitive equilibrium (P=MC); economic profit; long-run competitive equilibrium (P=MC=AC); normal profit; break-even price; shutdown price; monopoly; and market power.  Readings:  Text chapter 10.

Market Structure:  Monopolistic Competition (approximately one week).  Topics include: Monopolistic competition; product differentiation; short-run monopolistically competitive equilibrium; and long-run monopolistically competitive  Readings:  Text chapter 11.

Market Structure:  Duopoly and Oligopoly (approximately one week).  Topics include:  Cartel; collusion; duopoly; Cournot duopoly; Bertrand duopoly; Stackelberg duopoly; collusion; kinked demand curve; and oligopoly; mutual interdependence in pricing.  Readings:  Text chapter 12.

Examination #3--Chapters 10-12
Pricing Strategies (approximately two weeks).  Topics include:  First-degree price discrimination; second-degree price discrimination; block pricing; two-part pricing; commodity bundling; third-degree price discrimination; non-marginal pricing; multi-product pricing; peak-load pricing; transfer pricing; price leadership; price skimming; penetration pricing; prestige pricing; and psychological pricing.  Readings:  Text chapter 13.  

Break-Even Analysis (approximately one week).  Topics include: Break-even point; break-even revenue; target (required) profit; operating leverage; and degree of operating leverage.  Readings:  Text chapter 14.

Examination #4--Chapters 13-14
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