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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 is 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, we can warn you of coming market collapses and hopefully point you 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 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, much of which was covered in the Austin Intensive Sessions during last summer, deals with microeconomics.  This portion of the course equips you with the basic tools of microeconomics and experience in applying these tools to questions about consumer behavior, competition among firms, and government policy.  The second part of the course deals with macroeconomic concepts some of which we covered in the Intensive, while the third portion covers global economic concepts.  At the end of these two portions of the course you 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 to equip you with 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 marketing.  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, as discussed at the Austin Intensive, this course assumes you have had no formal training in economics.  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.

Leadership and this Course

The Texas MBA program is designed to develop influential business leaders. The MBA Program has identified four fundamental and broad pillars of leadership: knowledge and understanding, communication and collaboration, responsibility and integrity, and a worldview of business and society. 
In this course, you will enhance your knowledge and understanding of how markets and the global economy function and how they impact managerial decision making. Through class discussion, informal study groups, topic question homework sets and a formal examination you will enhance your communication and collaboration skills. We will examine and discuss the integrity of intergenerational transfers, the ethical issues of economic growth and the motives behind economic policymaking. Finally, this course is steeped with global topics and discussions.  Our analysis will not be limited to only the United States or only OECD economies.
Materials

Required


Microeconomics:

Thomas, Christopher R. and S. Charles Maurice, Managerial Economics, 9th ed, McGraw-Hill/Irwin,          © 2008.  ISBN-13:  978-0-07-340281-9

Additional readings posted on Blackboard.  You can access Blackboard from http://courses.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 and Global Economics:  

Dornbusch, Rudiger;  Stanley Fischer; and Richard Startz, Macroeconomics, 9th ed, McGraw-Hill/Irwin, 2004.  ISBN-13 9780072823400.


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.  After class it is important that you review the concepts we have discussed and work the problems in the “Topic Questions” set.  The topic questions will give you practice in “doing economics,” that is in helping you apply the concepts to business situations.

.

Optional
Students often enter MBA core courses with very different skill sets.  By the end of the course, however, these different backgrounds mean very little.  By the end of the semester students who enter with little or no background in a particular field quickly catch-up to those with much more experience.  To assist in this catch-up process, as well as offer those with a more extensive background further resources to sharpen their skills, I have complied the following ”suggested” list of resources.  Do not think that mastering of all of the concepts in the advanced text is necessary for completion of this portion of the course!  These are designed to be references for you as you work your way through the managerial decision making aspects of economics.

In addition, I would highly recommend that you keep up to date with current market and macroeconomic conditions.  In terms of daily publications I would highly recommend the Financial Times (http://www.ft.com) as well the Wall Street Journal (http://wsj.com), and the New York Times (http://www.nytimes.com).  Of the three the Financial Times offers the best international coverage, in my opinion.  In terms of weekly or monthly publications The Economist (http://economist.com) is by far the best recommendation I can give you.  There certainly are other outstanding sources of macroeconomic information aimed at managers, and this is by no means intended to be an exhaustive list.  Hopefully, however, they will provide you with valuable information not only during this course, but during your management career.


For those who have little to no background in macroeconomics.
Fusfeld, Daniel R. The Age of the Economist, 9th Edition, Addison-Wesley Publishers, 2002, ISBN-13:  970321088123

Hubbard, Glen R. and Anthony O’Brien, Macroeconomics, Prentice Hall Publishers, 2007, ISBN-13: 9780130348258


For those who have some background in macroeconomics.
Abel, Andrew B., Ben S. Bernanke, and Dean Croushore, Macroeconomics, 6th Edition, Addison-Wesley Publishers, 2008, ISBN-13: 9780321415547.
Hall, Robert and David Papell., Macroeconomics:  Economic Growth, Fluctuations, and Policy., 6th edition, W.W. Norton Publishers, 2005, ISBN 0-393-97515-0 

For those who have a strong background in macroeconomics.
Romer, David, Advanced Macroeconomics, 3rd edition, McGraw-Hill/Irwin Publishers, 2006, ISBN-13: 9780072877304
Fischer, Stanley and Olivier Blanchard, Lectures on Macroeconomics, MIT Press, 1989, ISBN-13: 9780262022835
Course Requirements and Grading
Your grade for this portion of the course will be determined as follows:

Exam I
35%
6 Topic Questions 
12%
Class Contribution
8%
Cumulative Final Exam
45%


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.  
Description of Requirements
Topic Questions
There will be six sets of topic questions for this portion of the course.  These questions, some of which will be conceptual, others mathematical, and still others application based, will help you prepare for the exams. Some of the questions will be multiple choice, while others will be short answer or more complex mathematical questions.  The topic questions will be graded on an effort basic:  2 points represent full credit, 1 point represents partial credit.  Late submissions will not be allowed and will earn a score of zero points.
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 exams 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. If after you have attempted to answer the questions on your own, feel free to consult with members of your study group or other class colleagues.  Waiting until the last minute to answer the Topic Questions is sub-optimal.  Use the Topic Questions as a learning tool.
Exams
The exams will be closed note, closed texts exam.  The exams will consist of multiple choice, short answer and quantitative questions.  The exam questions will consist of approximately:

~  Quantitative questions (< 15%):   these questions will require you to take derivatives, solve algebraic equations, etc. and potentially to explain your numerical answers.  
~  Application questions (> 85%):  in these questions, both multiple choice and short answer, you may asked the meaning of an economic concept, the application of an economic model, the relevance of an economic event, and/or be given a quote or passage from the business press and be asked to analyze the statement using the concepts/models we have discussed in class and in the readings.  For the short answer question you will be given word length limitations on your responses and penalties will be applied for greatly exceeding the stated limits.

Class Contribution
For the learning process to be effective, you will need to participate actively in the class discussions.  By actively participating in class discussions you will sharpen not only own insights, but those of your classmates.  You will learn the course content, and as importantly, the process of analysis and implementation that is critical to successful management.  The expectations are that you will analyze, comment, question, discuss, and build on the contribution of others.  Extraneous information and unprofessional behavior, of course, will be penalized.  You will be evaluated on your class participation at the end of the semester.

McCombs Classroom Professionalism Policy
The highest professional standards are expected of all members of the McCombs community. The collective class reputation and the value of the Texas MBA experience hinges on this.

Faculty are expected to be professional and prepared to deliver value for each and every class session. Students are expected to be professional in all respects.

The Texas MBA classroom experience is enhanced when:

· Students arrive on time. On time arrival ensures that classes are able to start and finish at the scheduled time. On time arrival shows respect for both fellow students and faculty and it enhances learning by reducing avoidable distractions.

· Students display their name cards. This permits fellow students and faculty to learn names, enhancing opportunities for community building and evaluation of in-class contributions.

· Students minimize unscheduled personal breaks. The learning environment improves when disruptions are limited. 

· Students are fully prepared for each class. Much of the learning in the Texas MBA program takes place during classroom discussions. When students are not prepared they cannot contribute to the overall learning process. This affects not only the individual, but their peers who count on them, as well.

· Students attend the class section to which they are registered. Learning is enhanced when class sizes are optimized. Limits are set to ensure a quality experience. When section hopping takes place some classes become too large and it becomes difficult to contribute. When they are too small, the breadth of experience and opinion suffers.

· Students respect the views and opinions of their colleagues. Disagreement and debate are encouraged. Intolerance for the views of others is unacceptable.

· Laptops are closed and put away. When students are surfing the web, responding to e-mail, instant messaging each other, and otherwise not devoting their full attention to the topic at hand they are doing themselves and their peers a major disservice. Those around them face additional distraction. Fellow students cannot benefit from the insights of the students who are not engaged. Faculty office hours are spent going over class material with students who chose not to pay attention, rather than truly adding value by helping students who want a better understanding of the material or want to explore the issues in more depth. Students with real needs may not be able to obtain adequate help if faculty time is spent repeating what was said in class. There are often cases where learning is enhanced by the use of laptops in class. Faculty will let you know when it is appropriate to use them. In such cases, professional behavior is exhibited when misuse does not take place.

· Phones and wireless devices are turned off. We’ve all heard the annoying ringing in the middle of a meeting. Not only is it not professional, it cuts off the flow of discussion when the search for the offender begins. When a true need to communicate with someone outside of class exists (e.g., for some medical need) please inform the professor prior to class.

Remember, you are competing for the best faculty McCombs has to offer. Your professionalism and activity in class contributes to your success in attracting the best faculty to this program.

Academic Dishonesty
I have no tolerance for acts of academic dishonesty.  Such acts damage the reputation of the school and the degree and demean the honest efforts of the majority of students.  The minimum penalty for an act of academic dishonesty will be a zero for that assignment or exam.  

The responsibilities for both students and faculty with regard to the Honor System are described on http://mba.mccombs.utexas.edu/students/academics/honor/index.asp and on the final pages of this syllabus.  As the instructor for this course, I agree to observe all the faculty responsibilities described therein. During Orientation, you signed the Honor Code Pledge. In doing so, you agreed to observe all of the student responsibilities of the Honor Code. If the application of the Honor System to this class and its assignments is unclear in any way, it is your responsibility to ask me for clarification.
As specific guidance for this course, you should consider the writing of all examinations to be an individual effort. Group preparation for examinations is acceptable and encouraged. Topic Question assignments are to be turned in individually but as discussed above you can and should work with each other in answering the quesitons. You should, however, develop your own answers and not cut and paste the work of others.

Students with Disabilities
Upon request, the University of Texas at Austin provides appropriate academic accommodations for qualified students with disabilities. Services for Students with Disabilities (SSD) is housed in the Office of the Dean of Students, located on the fourth floor of the Student Services Building. Information on how to register, downloadable forms, including guidelines for documentation, accommodation request letters, and releases of information are available online at http://deanofstudents.utexas.edu/ssd/index.php. Please do not hesitate to contact SSD at (512) 471-6259, VP: (512) 232-2937 or via e-mail if you have any questions. 

Tentative Schedule  (subject to change)
[image: image2.emf]Weekend 1 Review of Austin Intensive and Adv. Microeconomics Cohort 1 Cohort 2 where:

May 9 & 10 1.5 hr MB v. MC and S&D of financial Markets Sat AM 2 Fri PM 1 Fri PM 1 4-5:30pm

2 hr Externalities, Gov't Regulation & Failure Sat PM 1 Fri PM 2 Fri PM 2 6-8pm

2 hr Household Savings & Behavioral Economics Sat PM 2 Sat AM 1 Sat AM 1 8-10am

Topic Question 1 will be posted on Blackboard after the weekend of classes

Weekend 2 Macroeconomics:  Early Thought Sat AM 2 10:30-noon

May 23 & 24 1.5 hr Mercantilists & Classicalists Fri PM 1 Sat AM 2 Sat PM 1 1-3pm

2 hr Depression:  Marx v. Keynes Fri PM 2 Sat PM 1 Sat PM 2 3-5pm

2 hr Keynesian Economics Sat AM 1 Sat PM 2

Topic Question 2 will be posted on Blackboard after the weekend of classes

Weekend 3 Midterm Exam and Modern Macroeconomics

June 13 & 14 1:45 hr EXAM Fri PM 2a Fri PM 1a Fri PM 1a 4-5:45

2 hr Questioning Keynes:  Chicago School Sat PM 1 Fri PM 2 Fri PM 2a 6:15-8pm

2 hr Modern Business Cycles Sat PM 2 Sat AM 1

Topic Question 3 will be posted on Blackboard after the weekend of classes

Weekend 4 Growth, Fiscal and Monetary Policy

June 28 & 29 1.5 hr Long Run Growth & Fiscal Policy Fri PM 1 Sat AM 2

2 hr Money & Banking Fri PM 2 Sat PM 1

2 hr The Fed Sat AM 1 Sat PM 2

Topic Question 4 will be posted on Blackboard after the weekend of classes

Weekend 5 More Monetary Policy and Exchange Rates

July 11 & 12 1.5 hr Monetary Policy Sat AM 2 Fri PM 1

2 hr Exchange Rates Sat PM 1 Fri PM 2

2 hr FX Regimes & Optimal Currency Areas Sat PM 2 Sat AM 1

Topic Question 5 will be posted on Blackboard after the weekend of classes

Weekend 6 Final Exam and Global Financial Architecture

July 25 & 26 1:45hr FINAL EXAM  Fri PM 2a Fri PM 1a

2 hr Global Financial Architecture Sat PM 1 Fri PM 2

2 hr The Future and Final Take Aways Sat PM 2 Sat AM 1

Topic Question 6 will be posted on Blackboard after the weekend of classes


Required Readings
Review of Austin Intensive



Required Readings
Thomas & Maurice Chapters 1 – 3 and 5 – 6.


Optional Readings
Thomas & Maurice Chapters 4 and 7 (statistical estimation)

Weekend 1


Required Readings
Thomas & Maurice Chapter 8 – 9 and 11 – 12 and 14 – 15.


Optional Readings
Thomas & Maurice Chapter 10 (statistical estimation)

Weekend 2

Required Readings
Dornbusch et. al. Chapters 1 and 2.


Required Viewing
Download and watch PBS’ Commanding Heights documentary Chapters 1-19.  http://www.pbs.org/wgbh/commandingheights/lo/story/ch_menu.html
Weekend 3

Required Readings
Dornbusch et. al. Chapters 5 and 6

Weekend 4

Required Readings
Dornbusch at el. Chapters 7 & 8 and 15 & 16.

Weekend 5

Required Readings
       Dornbusch et. al. Chapter 17
Honor Code Purpose 

Academic honor, trust and integrity are fundamental to The University of Texas at Austin McCombs School of Business community. They contribute directly to the quality of your education and reach far beyond the campus to your overall standing within the business community. The University of Texas at Austin McCombs School of Business Honor System promotes academic honor, trust and integrity throughout the Graduate School of Business. The Honor System relies upon The University of Texas Student Standards of Conduct (Chapter 11 of the Institutional Rules on Student Service and Activities) for enforcement, but promotes ideals that are higher than merely enforceable standards. Every student is responsible for understanding and abiding by the provisions of the Honor System and the University of Texas Student Standards of Conduct. The University expects all students to obey the law, show respect for other members of the university community, perform contractual obligations, maintain absolute integrity and the highest standard of individual honor in scholastic work, and observe the highest standards of conduct. Ignorance of the Honor System or The University of Texas Student Standards of Conduct is not an acceptable excuse for violations under any circumstances. 

The effectiveness of the Honor System results solely from the wholehearted and uncompromising support of each member of the Graduate School of Business community. Each member must abide by the Honor System and must be intolerant of any violations. The system is only as effective as you make it.

Faculty Involvement in the Honor System 

The University of Texas at Austin McCombs School of Business Faculty's commitment to the Honor System is critical to its success. It is imperative that faculty make their expectations clear to all students. They must also respond to accusations of cheating or other misconduct by students in a timely, discrete and fair manner. We urge faculty members to promote awareness of the importance of integrity through in-class discussions and assignments throughout the semester. 

Expectations Under the Honor System 

Standards
If a student is uncertain about the standards of conduct in a particular setting, he or she should ask the relevant faculty member for clarification to ensure his or her conduct falls within the expected scope of honor, trust and integrity as promoted by the Honor System. This applies to all tests, papers and group and individual work. Questions about appropriate behavior during the job search should be addressed to a professional member of the Career Services Office. Below are some of the specific examples of violations of the Honor System.

Lying
Lying is any deliberate attempt to deceive another by stating an untruth, or by any direct form of communication to include the telling of a partial truth. Lying includes the use or omission of any information with the intent to deceive or mislead. Examples of lying include, but are not limited to, providing a false excuse for why a test was missed or presenting false information to a recruiter or faculty member.
Stealing
Stealing is wrongfully taking, obtaining, withholding, defacing or destroying any person's money, personal property, article or service, under any circumstances. Examples of stealing include, but are not limited to, removing course material from the library or hiding it from others, removing material from another person's mail folder, securing for one's self unattended items such as calculators, books, book bags or other personal property. Another form of stealing is the duplication of copyrighted material beyond the reasonable bounds of "fair use." Defacing (e.g., "marking up" or highlighting) library books is also considered stealing, because, through a willful act, the value of another's property is decreased. (See the appendix for a detailed explanation of "fair use.")

Cheating
Cheating is wrongfully and unfairly acting out of self-interest for personal gain by seeking or accepting an unauthorized advantage over one's peers. Examples include, but are not limited to, obtaining questions or answers to tests or quizzes, and getting assistance on case write-ups or other projects beyond what is authorized by the assigning instructor. It is also cheating to accept the benefit(s) of another person's theft(s) even if not actively sought. For instance, if one continues to be attentive to an overhead conversation about a test or case write-up even if initial exposure to such information was accidental and beyond the control of the student in question, one is also cheating. If a student overhears a conversation or any information that any faculty member might reasonably wish to withhold from the student, the student should inform the faculty member(s) of the information and circumstance under which it was overheard.

Actions Required for Responding to Suspected and Known Violations 

As stated, everyone must abide by the Honor System and be intolerant of violations. If you suspect a violation has occurred, you should first speak to the suspected violator in an attempt to determine if an infraction has taken place. If, after doing so, you still believe that a violation has occurred, you must tell the suspected violator that he or she must report himself or herself to the course professor or Associate Dean of the Graduate School of Business. If the individual fails to report himself or herself within 48 hours, it then becomes your obligation to report the infraction to the course professor or the Associate Dean of the Graduate School of Business. Remember that although you are not required by regulation to take any action, our Honor System is only as effective as you make it. If you remain silent when you suspect or know of a violation, you are approving of such dishonorable conduct as the community standard. You are thereby precipitating a repetition of such violations.

The Honor Pledge 

The University of Texas at Austin McCombs School of Business requires each enrolled student to adopt the Honor System. The Honor Pledge best describes the conduct promoted by the Honor System. It is as follows: 

"I affirm that I belong to the honorable community of The University of Texas at Austin Graduate School of Business. I will not lie, cheat or steal, nor will I tolerate those who do." 

"I pledge my full support to the Honor System. I agree to be bound at all times by the Honor System and understand that any violation may result in my dismissal from the Graduate School of Business."


