Managerial Economics, Economics 355
General Course Information

Fall 2004

Managerial Economics is an applied branch of economics.  ECO 355 examines the logic and consequences of consumer and producer decision-making, the resultant market outcomes, the efficiency of those outcomes and solutions for inefficient outcomes.  Managerial Economics welds together microeconomic theory and the insights of management science in a decision-making format.  We pursue these questions using a combination of theory, historical example and case study.  The principal goal of the course is to learn the process of economic reasoning in order to untangle complex business management problems. 

Professor Grove’s Contact Information

Office: 335 Reilly Hall

Office Telephone: 445-4262

Email Address: grovewa@lemoyne.edu (e-office is always open)

Webpage: http://webserver.lemoyne.edu/~grovewa/
Office Hours: M 1-3pm; W 10-11am.

Textbook and Required Reading Materials

1. Case studies:


i. “Cola Wars Continue: Coke and Pepsi in the Twenty-First Century,” HBS Case Study No. 9-702-442.

ii. “Diapers War: Kimberly-Clark versus Proctor & Gamble,” Ivey Case Study No. 9A92M003.

iii. “Matching Dell,” HBS Case Study No. 9-799-158.

iv. Bitter Competition: The Holland Sweetener Company versus NutraSweet," HBS
9-794-079.

Course Requirements and Grading System

1. Class participation: 5%.

2. Group Case Studies: 30%.  Three case studies each worth 10%.  See handout.

3. Exams: 50%.

There will be two non-cumulative exams, each worth 25%: 

A mid-term on Thursday, October 21st.



A final examination: 

Dec. 15th, 12-2:30 pm (for the 2:30 pm class); 

Dec. 17th, 12-2:30 (for the 1:00 pm class).
4. Quizzes: 9%.

5. Problem Assignments: 6%.

Class Participation
Five percent of your course grade will be determined by your attendance and preparation for and participation in class discussion, especially the case study discussions.  Each student will be granted five absences without penalty, after which I deduct a third of a letter grade from your final course grade (e.g., from an B- to a C+).  This attendance policy means both that you do not need to explain the reason for missing class but that the chance that you should reserve some of your excused absences in case of an emergency.   

Quizzes

I will regularly administer quizzes to evaluate your knowledge of the readings.  Some will be announced as indicated on the syllabus but others will be unannounced.

Everyone-has-a-bad-day scaling

At the end of the course I will reweight your grades to decrease the importance of your lowest grade exam or case study grade by 5% percent.  

Make-up Exam Policy

There will be no make-up exams unless the student has an "excused absence" as defined by the following: illness of the student or serious illness of a member of the student’s immediate family; death of a member of the student’s immediate family; College sponsored trips; or major religious holidays.  In each case, written verification will be required and permission to miss an exam must be secured before the scheduled exam time, unless the cause of the absence is unforeseen.  

Blackboard

I use Blackboard to post course materials and information, namely this syllabus and the class outline and list of readings, all assignments, supplemental readings, and my power point presentation lecture notes. 

Cheating and Plagiarism

Cheating is not tolerated at LeMoyne College.  Anyone caught cheating will be severely penalized.  The actual penalty will be determined in consultation with the Chairperson of the Department of Economics.  

Compliance with Section 504 and the ADA

In compliance with section 504 and the Americans with Disabilities Act (ADA), LeMoyne College is committed to ensure that “no otherwise qualified individual with a disability…shall, solely by reason of disability, be excluded from participation in, be denied the benefits of, or be subject to discrimination under any program or activity…”  If you feel that you are a student who may need academic accommodations due to a disability, then you should immediately register with the Director of the Academic Support Center, 445-4118.  ASC is the LeMoyne College office that authorizes special accommodations for students with disabilities.  

COURSE OUTLINE AND READINGS
Note: All readings are to be completed before class. 

Week Day
Topics/ What to Read







1.
8/31
Introductory Meeting; Overview


Handout: Enron questions.




9/2
Enron



READ: Healy and Krishna (2003), “The Fall of Enron,” Journal of Economic Perspectives, 17, 2(Spring): 3-26. [Blackboard; E-Reserves]
I. THE COMPETITIVE ENVIRONMENT

2.
9/7
Perfect Competition: Supply and Demand; Market Efficiency and Performance


For reading see Blackboard. 

9/9
Imperfect Competition: Monopoly, Price Discrimination and Cartel

For reading see Blackboard; 
“The Best Little Monopoly in America,” Barro (E-Reserves).

Quiz: “Best Little Monopoly in America.”
3. 
9/14
Market for Organ Transplants: The Limits of the Market


READ: “Pindyck ‘9.2 Market for Human Kidneys’” and Swartz “Issue 6: Should markets be allowed to solve the shortage in body parts?” [Blackboard; E-Reserves]


Quiz on both readings: see reading questions on Blackboard.

9/16
Four of the “Five Forces Model”


For reading see Blackboard



Quiz: what are the four?

4.
9/21
The Fifth of the “Five Forces Model”: Entry


For reading see Blackboard

9/23
The Five Forces and the Cola Wars Case Study
Come to class with a thorough understanding of the case and answers to the questions: “Cola Wars Continue: Coke vs. Pepsi in the Twenty-First Century; Harvard Business School Case Study; Class Discussion.
5.
9/28
 Vertical Integration


For reading see Blackboard


Hand in individual draft of Diaper Wars case study.
9/30
Case Study groups meets during class to prepare Diaper Wars paper.
II. THE ORGANIZATION
6.
10/5
Organizational Goals and Coordination and Compensation 



For reading see Blackboard
Each group hands in a sealed envelop regarding the case. 


Firm Concentration Assignment due (see Blackboard)          
10/7
Case Study #2: The “Diaper Wars”

Hand in Group Case Study papers; Hand in evaluation of group members; Discussion of “The Diaper War: Kimberly-Clark versus Proctor & Gamble,” Attendance Mandatory.
7. 
10/12
FALL BREAK

10/14
Update of Diapers Wars; Game Theory & Prisoner’s Dilemma



Handout & Lecture
8.
10/19
Catch-up and Q&A Review for Midterm Exam
10/21
 Midterm Exam.

9.
10/26
Hand back and discuss the Midterm Exam.





Game Theory & Prisoner’s Dilemma Assignment due           
10/28
Wal-Mart & Starbucks








LECTURE

Hand in individual draft of Dell case study.
10. 
11/2
Case Study groups meet during class to prepare Dell paper.


11/4
Mergers and Acquisitions

READ: Reading to be announced.
11.
11/9 
Quantitative Analysis of Dell’s Comparative Advantage: 

Bring a calculator and the “Matching Dell” case to class



Each group’s sealed envelop regarding the case.

11/11
Case Study #2: “Matching Dell,” Harvard Business School Case Study.  Hand in Group Case Study papers; Hand in evaluation of group members; Discussion; Attendance Mandatory.

12.
11/16
Reciprocity and Collusion; Credibility and Reputation; Hidden Information, 


Signaling and Screening; Incentives




Lecture

11/18
Customer Loyalty Programs 





Lecture
13.
11/23
Case Study group meeting during class to prepare the Bitter Competition paper.

11/25
THANKSGIVING BREAK

14.
11/30
 Generating Competitive Advantage
LECTURE: See readings in Blackboard.


Each group’s sealed envelop regarding the case.
12/1
Case Study #3: Bitter Competition: The Holland Sweetener Company versus NutraSweet," Hand in Group Case Study papers; Hand in evaluation of group members; Discussion; Attendance Mandatory
15.
12/7
Case Study #3: Bitter Competition: II


Handouts from 12/1.

12/9 
Big Picture; Questions and Answers for Final Exam; Reading Suggestions
Final Exam: 2:30 class: Wednesday, December 15th, 12-2:30pm;


1pm class: Friday, December 17th, 12-2:30pm.
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