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Introduction

Economics is a greatly misunderstood field.  Often an executive’s first introduction to the topic came as an undergraduate student many years ago.  Undergraduate economics courses are most often designed to mold young economists.  Thus, undergraduate economics courses often emphasize how economists create, test, and revise theory.  Application of economic theory to reality in these undergraduate courses is usually relegated to a minor role.  In the end, most students remember their undergraduate economics course as being course in “moving lines around.”

Yet economics has much to offer business executives.  Economists have a great deal to say about pricing, evolving market structures, compensation schemes, capital structure, and debt levels.  In addition, economists can warn executives of coming market collapses and hopefully point firms to expanding market opportunities.  There is much more to economics than the shifting of lines from your undergraduate days.

And yet we face resource constraints.  One of the most significant constraints we face is time.  Our time together is limited.  Thus, choices and trade-offs must be made.  Many insightful, interesting, and useful topics we simply do not have time to cover.  Hopefully however, by the end of our time together, you will have an appreciation for how a knowledge of economics can make you a better manager.  

Course Objectives

This course examines economic concepts used in managerial decision making.  The first part of the course deals with microeconomics.  By the end of this portion of the course you will be equipped with basic tools of microeconomics and with experience applying these tools to questions about consumer behavior, competition among firms, and government policy.  The second part of the course deals with macroeconomic and global economic concepts.  At the end of this portion of the course will be able to critically analyze information pertaining to business cycle fluctuations, monetary and fiscal policies and the globalization of markets.

The overriding objective of the course is equip you will skills that will make you a better manager.  Some of the skills that you attain in this course will be useful immediately.  You will be able to better decipher the information you come across in the business press such as The Wall Street Journal, Financial Times and The Economist.  Other skills you attain will prove to be useful in later courses in the program.  Finance for example, is a sub-specialty of economics.  Many marketing concepts find their basis in economics.  There is more and more cross-over between economics and strategy.  In all of these courses your knowledge of economics will pay dividends.  Finally, some of the skills you attain in this course may not be readily useful to you for years.  For example as your career progresses you may be called upon to provide public service either as an advisor or a political appointee.  Hopefully, in making public policy you will rely upon economic reasoning and not political expedience.  If so, then the skills learned in this course will prove to be helpful.

Finally, this course assumes you have had no formal training in economics to this point.  If you have had economics courses in the past you may find that this economics course is much different.  Past experience has showed that by the end of the semester there is no significant difference in the performance of students who have had economics training in the past and those who have not.

Course Materials

Microeconomics:

Baye, Michael R., Managerial Economics and Business Strategy, 5th ed, McGraw-Hill/Irwin, 2005.  ISBN 0-07-298389-2.

Additional readings posted on Blackboard.  You can access Blackboard from http://course.utexas.edu .  You will then need your UT EID and password to line to the class website.  The class website will contain a variety of resources that can be accessed any time throughout the semester.

Macroeconomics:  

Hubbard, R. Glenn, Money, the Financial System and the Economy, 6th ed, Addison-Wesley, 2008, ISBN 0321426703

Additional readings posted on Blackboard.

The course is designed on the assumption that you have read the assigned course material before class.  Many students, at first, find economic concepts awkward and difficult to grasp.  Even students who have had prior course work in economics find it challenging to master these concepts in an executive education format.  Do not despair.  The objective of our time in-class is to go over these concepts, concentrating on what is important for you in terms of managerial decision making, and skipping over other, perhaps less important material.  
In the first portion of the course, “Topic Questions” set will be assigned to help you mastering the concepts covered in the readings and in class.  The topic questions will give you practice in “doing economics,” that is in helping you apply the concepts to business situations.  Quizzes will be given at the beginning of each class.  Please arrive on time.  Make-up quizzes are not possible.  In determining your final grade, the best five (out of six) quiz scores will be used.  Thus, we will throw out your lowest test score in determining your final grade.  

Grade Determination

5 best Quizzes:

40%
Topic Questions:

10%
Cumulative Final Exam:
50%

In keeping with the MBA Policy Committee resolution the overall Grade Point Average for the course will be extremely close to 3.4/4.0.  This means that approximately 30% in the course earn a letter grade of A while 60% earn a letter grade of B, and 10% will earn a letter grade of C.  

Additional work or extra credit is not possible.
Class participation, a quality not merely a quantity concept, will be used in deciding boarder line cases.  The quizzes will be multiple choice questions and last about 10 minutes. The Topic Questions will be a combination of multiple choice, short answer and quantitative questions.  
Grading of the Topic Questions is based on effort rather than on accuracy.  The purpose of the Topic Questions is for you to show evidence of your learning endeavors, this does not necessarily equate to perfect answers.  Evidence that you attempted each question will be scored with 2 points.  Incomplete responses will score 1 point.  Late submissions or not turning in the Topic Question will earn zero points.

The quizzes will be in-class (not take home), closed book, closed notes exams.  Time pressures maybe an issue on the quizzes.  The quizzes are designed to test your mastery of the material, not merely recall of memorized facts and figures.  Thus you should prepare for the quizzes as though they were exams.  The Honor Code applies at all times.
Tentative Outline for the First Portion of the Course
Subject to change.

In Austin

Tuesday August 14, 2006;   8am-noon
· Supply, Demand & Equilibrium

· Movement to new equilibrium

· Elasticities

Required Readings:  Baye Chapters 1-3.
Wednesday August 15, 2006;  8am – noon
QUIZ # 1 
· Utility theory.

· Labor markets.

· Costs

· Profit maximization
Required Readings:  Baye Chapters 4-6.

Thursday August 16, 2006;  1:15pm – 5: 15pm, GSB 3.104
QUIZ # 2
· Perfect Competition

· Monopoly

· Monopolistic Competition and Oligopoly
· Game Theory
Required Readings:  Baye 7, 8, and 11.

In Mexico City
Friday August 24, 2006;  4-8pm, Tecnológico de Monterrey – Campus Santa Fe
QUIZ # 3
· Financial economics

· Loanable Funds

· Yield Curve/default risk
Required Readings:  Hubbad Chapters 1-3 and 6 & 7.
Saturday August 25, 2006;  8am-noon, Tecnológico de Monterrey – Campus Santa Fe
QUIZ # 4
· Gains from trade

· Trade barriers

· Trade policies/blocks

Required Readings:  See Blackboard
Friday September 7, 2006;  4 – 8pm, Tecnológico de Monterrey – Campus Santa Fe
QUIZ # 5
· National Income Accounting concepts

· Real versus nominal

· Keynesian response to Great Depression
· Rational Expectations

· Business Cycles

Required Readings:  Download and watch PBS’ Commanding Heights documentary Chapters 1-19.

http://www.pbs.org/wgbh/commandingheights/lo/story/ch_menu.html and Brandl/Magee Chapter 16 “Global Business Cycles” pp. 1-31 (On Blackboard).

Saturday September 8, 2006;  8am - noon, Tecnológico de Monterrey – Campus Santa Fe.
QUIZ # 6
· Commercial Banks

· Problems with Banks

· Alternative Assets and the macroeconomy

· Microfinance, economic development and the macroeconomy

Required Readings:  Hubbard Chapters 12 – 16.
Tentative Outline for the Second Portion of the Course
NOTE:  2nd portion of the semester with Professor Schettino (topics and schedule subject to slight changes).  Details to follow from Professor Schettino
Saturday Sept. 22, 2007
-          Money & Money Supplies

-          Banking system and money creation

-          Banking regulation and oversight

-          Basel Accords

Saturday October 6, 2007
-          Monetary policy basics

-          Monetary targets

-          Time inconsistency problem

-          Inflation targeting

 

Saturday October 20, 2007
-          Exchange rate basics

-          Pre Bretton Woods Exchange Rate Regimes

-          Exchange Rates under Bretton Woods

-          Collapse of Bretton Woods

 

Saturday November 3, 2007
-          Fixed versus floating exchange rates

-          Fear of Floating exchange rates

-          Dollarization debate

-          Currency boards

 

Saturday November 12, 2007
-          Mexican Economy
-          Mexican Monetary Policy
-          Mexican Fiscal Policy
-          Latin American Economies beyond Mexico
 
Final Exam details To Be Announced.
Other Reference Materials

Samuelson, Paul A. and William D. Nordhaus, Economics, 17th ed, McGraw-Hill/Irwin, 2001.  ISBN 0-07-23-1488-5.    This textbook, which first appeared in 1948, is now being used by a third generation to learn economics.  While it is a classic, it can also be very dry. It does however offer a complete introduction to economics for those who have no background in the subject.

Cecchetti, Stephen G., Money, Banking, and Financial Marekt, McGraw-Hill/Irwin, 2006.  ISBN  0-07-245269-2.  This textbook is an excellent resource for anyone wanting an understanding of the relationships between financial systems and economic behavior.  

Of course a daily reading of either the Wall Street Journal or Financial Times will be extremely useful.  You will see many of the topics we discuss in class appear with the pages of these daily business newspapers.  In addition, reading of The Economist is highly encouraged.  But be forewarned:  the Economist is not an easy read.  It packs a great deal of information within its covers each week.  
Frequently Asked Questions
Q:  How do  I prepare for the course?

In putting together the course we strive to be very organized and to present the material in a straight forward manner.  Our ultimate goal is to help you understand how knowledge of economics leads to better managerial decision making.  This approach, while being successful over the years does have some drawbacks.  Unfortunately some will think that because they followed along with the class discussion and understood what the readings were saying that they have mastered the material.  This is not necessarily true.

In order to be successful with economics, one must get used to “doing economics.”  That is, one must practice using economic concepts and applying them to financial and business conditions.  That is part, is the goal of the Topic Questions.  The ability to apply what you learn in the class is the key to success.

Come prepared to discuss the material you have read.  Feel free to ask questions at any time during the class, but please be respectful of time constraints and of your fellow classmates. If you have to miss a class you are responsible for all material covered in the class.  Get notes and briefing from one of you class colleagues.  

Q:  What if I have questions outside of classtime?
The best way to get a hold of Professor Brandl is via email.  He will try to answer emails as quickly as he can.  He is happy to discuss course material and/or any other topic relating to economics.  Please understand that Professor Brandl has other teaching responsibilities during the week in Austin (and around the world) but he will try to answer your questions as fast and completely as possible.

Q:  Can I prepare the Topic Questions with a classmate?

The Topic Questions are designed for your benefit.  They are designed to give you experience in “doing economics,” that is using what you have learned in class and from the readings.  The Topic Questions also reflect what the quizzes will look like.  Thus, it is highly suggested that you treat the Topic Questions like mini-exams:  do them on your own, after you have reviewed the material, and think a great deal about your responses.  Waiting until the last minute before class begins to answer the Topic Questions is sub-optimal.  Use them as a learning tool.

Q:  Where can I find out more information about various economic topics including those not covered in the course?

One way that Professor Brandl keeps in touch with students long after our course time together is over is through my MBA Macro Updates.  This is a free email subscription service.  More “controversial” issues are discussed on the Brandl Blog.  Links to both, as well as more information, can be found on Professor Brandl’s UT web page:  http://www.mccombs.utexas.edu/faculty/Michael.Brandl/
Additional Issues

     By teaching this course, we have agreed to observe all of the faculty responsibilities described in that document. By enrolling in this class, you have agreed to observe all of the student responsibilities described in that document.  If the application of that Policy Statement to this class and its assignments is unclear in any way, it is your responsibility to ask me for clarification.  Policy on Scholastic Dishonesty:  Students who violate University rules on scholastic dishonesty are subject to disciplinary penalties, including the possibility of failure in the course an/or dismissal from the University.  Since dishonesty harms the individual, all students, and the integrity of the University, policies on scholastic dishonesty will be strictly enforced.  You should refer to the Student Judicial Services website at http://www.utexas.edu/depts/dos/ or the General Information Catalog to access the official University policies and procedures on scholastic dishonesty as well as further elaboration on what constitutes scholastic dishonesty.
     The University of Texas at Austin provides upon request appropriate academic accommodations for qualified students with disabilities. For more information, contact the Office of the Dean of Students at 471-6259, 471-4641 TTY.
Page 1 of 6
Page 3 of 6

