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MANAGERIAL ECONOMICS

	Course code
	ECO107

	Course title
	Managerial Economics

	Type of course
Study level
Department
Year of study
	Compulsory
Undergraduate
Undergraduate studies
3rd 

	Semester
	6th semester

	ECTS
	6, 48 contact hours, 112 self-study hours, 2 hours of consultations (direct or distant form)

	Lecturer
	Dr. Silvio Städter, Rokas Šalaševičius

	Study form
	Regular, daytime

	Prerequisites
	Microeconomics

	Course language
	English


Aims of the Course 

The Managerial Economics course is organized for bachelor students of economics. It aims to discuss central decision problems the managers face in a daily business environment and to provide the economic analysis tools for making these decisions. The course not only concentrates on economic analysis and its tools, but also puts emphasis on managerial decision-making. 

	Subject Learning Outcome (SLO)
	Study methods
	Assessment methods 

	SLO1. Elucidate on the characteristics, scope and techniques of managerial economics
	Lectures, seminars, individual study
	Midterm test, final exam

	SLO2. Be able to explain the application of managerial economics in various aspects of decision making
	Lectures, seminars, individual study
	Midterm test, final exam

	SLO3.  Develop skills for strategic decision making
	Lectures, seminars, individual study
	Midterm test, final exam

	SLO4. Acquire problem solving skills
	Lectures, seminars, individual study
	Midterm test, final exam

	SLO5. Be able to make managerial decisions supported by quantitative methods
	Lectures, seminars, individual study
	Midterm test, final exam


Teaching and learning methods
The course is taught in English and is designed to achieve its aims through a combination of lectures and seminars, including solutions of managerial problems, case study analysis and discussions. Lectures and seminars are designed to encourage active participation, co-operative and creative work, interactive communication, and critical thinking. 

Quality Issues

The lecturer assures a variety of teaching and learning methods, interim knowledge assessment, supply of learning material to students and discussions of individual and group work in class during and after the course.

Cheating Issues

The ISM regulations on academic ethics, including cheating (see, ISM Bakalauro studijų reglamentas) are fully applied in the course during the entire semester. 

Weekly Course Content
	Week/Date
	TOPICS
	COURSE HOURS
	READING

	
	
	Lecture
	Seminar
	

	Week 1


	Topic 1: Overview - Economic Decision-Making Process (decision making steps (defining the problem, determining the objective, analyzing the alternatives, predicting the consequences, making a choice, performing sensitivity analysis); marginal analysis, private and public decisions)
	2
	2
	[1], Chapters 1, 2

	Week 2


	Topic 2: Demand Analysis, Optimal Pricing and Forecasting Demand
(determinants of demand, price elasticity of demand, optimal pricing, information gathering and forecasting, theory, and practice)
	2
	2
	[1], Chapters 3, 4

	Week 3
	Topic 3: Production and Cost Analysis (production concepts, measuring production functions, relevant costs; the cost of production; SR&LR costs; returns to scale; economies of scope) 


	2
	2
	[1], Chapters 5, 6


	Week 4
	Topic 4: Regulation, Public Goods and Benefit-Cost Analysis (valuing costs and benefits from society’s perspective, optimal decisions)

	2
	2
	[1], Chapter 11,


	Week 5
	Topic 5: Decision Making under Uncertainty (uncertainty, probability, expected value and expected utility, risk aversion and its impact to value perception, imperfect information)

	2
	2
	[1], Chapters 12, 13

	Week 6
	Mid-Term Exam

Topics 1 to 5

	2
	2
	

	Week 7
	Topic 6: Asymmetric Information and Organizational Design (P-A-Models, Adverse Selection, Signaling, Moral Hazard)
	2
	2
	[1], Chapter 14

	Week 8
	Topic 7: Bargaining and Negotiation (Economics of Beneficial Agreements, Negotiation Strategies)
	2
	2
	[1], Chapter 15


	Week 9
	Topic 8: Auctions and Competitive Bidding (advantages of auctions; bidder strategies; expected auction revenue; competitive procurement)
	2
	2
	[1], Chapter 16

	Week 10
	Topic 9: Customer Lifetime Value (different ways to value clients, long term and short-term value, the role of contracts and loyalty schemes, impact to value)


	2
	2
	tba

	Week 11
	Topic 10: Marketing (marketing spending optimization models)


	2
	2
	tba


	Week 12
	Topic 11: Rationality and Behavioral Economics (Economists usually assume that people are rational. We will analyze some exceptions from rational behavior and discuss consequences for managerial economic analysis)

	2
	2
	[4], [5]

	
	Total:
	24
	24
	


FINAL GRADE COMPOSITION
	Type of assignment
	%

	Group Components
	

	Group Presentation
	

	Individual Components
	

	Midterm exam
	40

	Final exam
	60

	Total:
	100


DESCRIPTION AND GRADING CRITERIA OF EACH ASSIGNMENT

(Provide short descriptions and grading criteria of each assignment)

1. The final exam will account for 60% of the final grade. The final exam will include all topics. All the materials that were covered during the lectures and seminars are relevant for exam.

2. The mid-term test (40%) will include the topics 1 to 5. All the materials that were covered during those lectures and seminars are relevant for the mid-term exam.
RETAKE POLICY

If the final (cumulative) mark of the course, including final exam score, is insufficient, students will be allowed to exercise their right of retake. The retake exam will cover all lectures and seminars in class during the course. It will be held during the last week of the exam session and will replace the 100% of the exams (final and midterm). The lecturer reserves the right to choose the form of the exam.
ADDITIONAL REMARKS

Attendance and participation in the lectures and seminars are not obligatory, however strongly recommended. Studying solely from slides/ course book is not considered to be a sufficient preparation for the exam. 

Due to the dynamic nature of the content of the course additional material can be assigned during the course. In case of unforeseen events the schedule will be adapted. The lecturer is trying to include actual and relevant materials – therefore the reading list may differ. Slide handouts and readings will be prepared for each class and available for download. The slides are the intellectual property of teaching instructor and students may not distribute or duplicate these notes without written consent.
Literature:
1. Samuelson, W. F. and Marks, S.G. (2012). Managerial Economics, 7th edition. New York: John Wiley & Sons, Inc. (ISM library)

2. Paul G. Keat, Philip K.Y. Young (2005). Managerial Economics. Economic Tools for Today’s Decision Makers, 5th edition. Upper Saddle River: Prentice Hall. (ISM library)
3. Baye, M. R. (2010). Managerial Economics and Business Strategy, 7th edition. Boston: The McGraw-Hill Companies, Inc. (ISM library)
4. Huck and Zhou (2011), “Consumer Behavioral Biases in Competition: A Survey”, Online at https://mpra.ub.uni-muenchen.de/31794/ MPRA Paper No. 31794, posted 23 Jun 2011 13:24 UTC
5. Armstrong and Huck (2010), “Behavioral Economics as Applied to Firms: A Primer”, downloadable copies are available from the website www.oft.gov.uk

Extra material for Managerial Economics course will be found on ISM intranet. 
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