
Economics 6800: Spring 2012

Dr. Jonathan E. Leightner


Office: Allgood Hall # E-139 

Office Hours: Drop in: Mondays/Wednesdays 2:15pm-3:30pm, Tuesday/ Thursdays 7pm-8:15pm. 

By appointment only: Mondays/Wednesdays 9am – 11:30am.
Goals: 

1. Students should gain an MBA level of understanding of the basic, current, western economic models.  They should be able to explain and use these models.  In order to use the models, students will need to be able to replicate key graphs and discuss what causes different lines to shift and the resulting consequences.

2. Students should understand that these economic models are tools with uses and limitations.  Furthermore, they should be able to evaluate the usefulness of these tools for analyzing different "real world" situations and be able to apply the models when appropriate.
3. Students should be able to tell someone who knows a regression program how to set up the estimation of production functions, cost curves, and demand/supply curves.  They also should be able to critically evaluate the regression print outs of estimates of these relationships. 

Text:

For a review of undergraduate micro and macroeconomics, you can use Principles of Microeconomics by Libby Rittenberg and Timothy Tregarthen available free on the internet at http://students.flatworldknowledge.com/course/735234 (you have the option of purchasing a copy of this text if you want to). Using internet explorer may produce problems with viewing the graphs in this text.  Firefox will work better for the graphs. 
For the applied microeconomic part of the course, we will use Christopher Thomas and Charles Maurice, Managerial Economics, 10th edition (New York, McGraw Hill Irwin, 2011).

For the international part of the course, we will use handouts.
Attendance:

It is essential that students come to every class because most of the material in this class will build on previous lectures.  The textbook will not be a substitute for the lectures.  I will assume that you have read the textbook.  Indeed, I will start most classes by asking if there are any questions over the assigned readings and I may spend a significant amount of the class answering those questions.  If you had not read the textbook, then you might not understand the questions and the answers. After answering questions, I will then go significantly beyond the textbook with my lecture. 
Pre-requisites:

An undergraduate understanding of micro and macro economics is a pre-requisite for this course.  At the bare minimum you should be able to answer the following questions, correctly labeling all axes and curves.
1. Graphically depict the supply and demand curves for apples.  Show what happens if a new study proves that eating an apple a day will significantly reduce the risk of cancer.

2. Graphically depict the profit maximizing decision of a purely competitive firm in long run equilibrium.  Show what happens if the wage rate this firm has to pay its laborers increases.

3. Graphically depict a non-price discriminating monopoly.  Show what happens if this monopolist discovers a new technology that makes it possible for her to produce more output with the same number of workers.

4. Graphically depict the production possibilities frontier and the trading possibilities frontier.  Show what happens if this country’s exchange rates strengthens.

5. Graphically depict the aggregate supply and demand model.  Show what happens when the Fed buys back 600 billion dollars of government bonds.

6. Explain the money expansion process through the banking system.  Use a numerical example in your explanation and take that example through at least three banks.  Calculate the maximum increase in the money supply. 

If you cannot answer these questions right now, then I encourage you to withdraw from the course and take ECON 4999 first or study an undergraduate textbook before next Tuesday until you can answer these questions.  However, I will not automatically withdraw students who stop attending and/or do not perform well on my tests.

Tests: 

All tests will require the reproduction and application of key graphs and explanations.  The tests also will require that students use what they were taught in class and what they read in the textbook to analyze managerial problems and solutions.  The test will involve critical thinking. 

Quizzes:

Both announced and unannounced quizzes will be given.  Most of these quizzes will be given at the very beginning of class.  Two quiz grades will be dropped, but no make-up quizzes will be given.  Quizzes will either be over the material covered in the previous class period and/or over the reading assignment for the current day.  Most of the questions over the readings will involve the replication and/or explanation of graphs that are in the readings.
Projects: 

All course projects must be turned in by 10am (sharp) on May 4, 2012.  Projects will be penalized 1 point for every 15 minutes that they are late.  No late projects will be accepted after 6pm on May 4th. There are three options for the course project. 
Option 1:  In a qualitative fashion, apply all the models taught in this class to the student’s current or planned future employer/occupation.  This option requires the graphical depiction of what has happened in this industry in the recent past, what is currently happening, and what is likely to happen in the near future.  The markets for both outputs and inputs should be considered.  The project should also include a description of how the students would set up the estimation of the profit maximizing amount of output to produce and the amount of labor to hire (since this is a qualitative project, no actual estimations are required). If two students work for a given employer and both wish to take this option, then they may ask me for permission to do this option as a joint project.  Group dynamics are the responsibility of the group.  If any member of a group complains about another member not carrying their weight, then I will give a test over the project to the entire group (including the complainer). 

Option 2: Obtain sufficient data from your current employer or planned future employer and use it to estimate an economic relationship (a production function or a cost curve is recommended).  Students wishing to take this option need to obtain the data and show it to me before midterm (March 7, 2012).  Students should expect econometric problems that may require obtaining additional data and re-running the regression several times.  The project must be written up as a formal report.  This report should include a discussion of the meaning and significance of estimated coefficients, R2, F-statistic, t-statistics, and Durbin-Watson statistics.   If two students work for a given employer and both wish to take this option, then they may ask me for permission to do this option as a joint project.  Group dynamics are the responsibility of the group.  If any member of a group complains about another member not carrying their weight, then I will give a test over the project to the entire group (including the complainer).

Option 3: Students taking this option will turn in between 30 to 40 articles from the Wall Street Journal dated between January 1, 2012 and May 4, 2012.  Each article should be referenced with the date, page, column number and author (when available).  Each article should be accompanied by at least one economic graph that depicts the main point(s) of the article and two or three sentences connecting the graph(s) to the article.  Key sentences of the article should be highlighted or circled.  This project cannot be done as a group and students should find their own articles, not copy from other students.   The grade on this project will depend upon (1) the number of articles and graphs submitted, (2) the level of difficulty of the analysis (MBA level applications are worth more than undergraduate level applications), and (3) the variety of models used (you need at least two applications for each model discussed in class).
Grade: 

Two tests @ 25% each

= 50%

Quizzes 



= 25%

Project




= 25%

Absences on Exam Days: 

All students are expected to take their tests on the days scheduled for the tests.  If a student knows that they can not take a test on the scheduled day, then they need to produce proof (which the professor deems sufficient) as early as possible and arrange to take the test before the scheduled test date.  If a student does not take the test by the scheduled test day then (at the professor’s discretion) one of the following will be implemented: (1) the student will receive a zero for the test or (2) the student will have to take a make-up test that is harder than the original test. For possibility 2, the student will have to provide proof that (1) the missing of the test was unavoidable and (2) the taking of the test early was not possible. This proof must satisfy the professor (for illnesses, a copy of a doctor’s bill and excuse will be required).

Class Room Courtesy:

In order to meet the goals of the course outlined above, students are encouraged to ask questions, think critically about what they are being taught, and express their own analysis of issues related to the course material.  Students are expected to listen to and consider the views expressed by other students.  However, there is a certain amount of material which must be covered in this course.  Therefore, the professor has the right and obligation to encourage discussions when appropriate, to postpone discussions until later in the course when later course material would shed significant light on the discussion, and/or to end discussions when appropriate.  Students should not interrupt each other. Students should shut off all beepers and cell phones before entering class.  The professor will consider granting exceptions to this rule if a student can provide an adequate justification in advance.  In general, students are asked to refrain from any activity which interferes with the goals of this course.  Cheating will not be tolerated and will be prosecuted to the fullest extent of the rules and regulations of Augusta State University.

Recording Lectures:

Some students benefit from tape recording my lectures.  By tape recording the lectures, these students can concentrate more on understanding what I am saying and on copying graphs correctly.  However, students also learn by writing out the notes.  Therefore, I encourage the recording of my lectures under the one condition that students keep the recordings a maximum of one week.

Tentative Schedule

Subject                                      


Pre‑class Readings      
Date

I. Introduction …………………….………….…… Ch. 1 …..……………… 1/12
II. Supply and Demand …………………………….. Ch. 2 …………………. 1/17
III. Marginal Analysis ………………………………. Ch. 3 …………………  1/19
IV.  Basic Estimation Techniques …………………… Ch. 4 …………………  1/24

V. Theory of Consumer Behavior …………………… Ch. 5 ………………… 1/26
VI.  Elasticity ………………………………………… Ch. 6 …………………  1/31
      VII. Estimating Demand and Supply ………………… Ch. 7 and Online Topic 1,    
which can be accessed via www.mhhe.com/thomas10e or 
mcgraw-hill.com/sites/dl/free/0073375918/786760/Online_ Topic_1.pdf" 
http://highered. 

mcgraw-hill.com/sites/dl/free/0073375918/786760/Online_ Topic_1.pdf
.  .  2/2
     VIII. Production and Costs in the Short Run…………... Ch. 8 ……………..…… 2/7-2/9
IX. Production and Costs in the Long Run ……………. Ch. 9 ………………….. 2/14
X. Estimating Production and Cost Curves ………….. Ch. 10 …………………. 2/16
XI.  Pure Competition ………………………………… Ch 11 ………………2/21, 2/23, 2/28
XII. Test I …………………………………………………………………….……. 3/1
XIII. Monopoly and Other Forms of Firm Power……… Ch. 12 ……….3/6, 3/8, 3/13

XIV.  Price Discrimination …………………………….. Ch. 14 ………….. 3/15-3/20
XV.  
Three Diagram Domestic Model ….. Handout pages 1-15 ……… 3/22, 3/27, 3/29
Spring Break ……………………………………………………………. 4/2-4/6
XVI.  International Money Model ……….. Handout pages 16-29 ………..4/10-4/12
XVII. IS/LM/BP Model ……………… Handouts pages 30-38………. 4/17, 4/19, 4/24
XVIII. Test II ………………………………………………………………… 4/26 
XIX. How macroeconomics and international economics affects firms …… 5/1
Name: ____________________________

Pre-Test over Pre-requisites

1. Graphically depict the supply and demand curves for apples.  Show what happens if a new study proves that eating an apple a day will significantly reduce the risk of cancer.

2. Graphically depict the profit maximizing decision of a purely competitive firm in long run equilibrium.  Show what happens if the wage rate this firm has to pay its laborers increases.

3. Graphically depict a non-price discriminating monopoly.  Show what happens if this monopolist discovers a new technology that makes it possible for her to produce more output with the same number of workers.

