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Notes

Module Outline 

Aims and Distinctive Features: 
Students should be able to understand fundamental microeconomic concepts. They will obtain a general overview on microeconomic problems and policy in Czech and world economies. 

Learning Outcomes
· The module will contribute to the development of interpretative, analytical and evaluative skills appropriate to microeconomic problem-solving.
· It will develop the ability critically to assess microeconomic theory, economic policy, economic practice and their mutual relationships. 
Skills

· To analyse and forecast microeconomic environment changes as an important external factor. It could be both an opportunity and threat for further development of the firm or household.

· The ability to distinguish the difference and relationship between theory and practice.

Study Programme

Required reading: 
Hájek, L.: Economics – An Overview of Basic Concepts and Problems. Hradec Králové, Gaudeamus 2000

1.
Introduction to Economics
10

Microeconomics and macroeconomics. Economic resources. Inputs and outputs. Externalities and public goods. The three problems of economic organisation. Command economy, market economy, and mixed economy. The law of scarcity. The production-possibility frontier. Efficiency, technological change. Economic growth. Opportunity cost. The law of diminishing returns. Evolution of economic thought. 

2.
The Elements of Supply and Demand in Microeconomics
15

Supply and demand analysis. Quantity demanded and demand. The law of down-sloping demand. Non-price factors affecting demand. Quantity supplied and supply. Non-price factors determining supply. Market equilibrium. Price elasticity of demand. Price elasticity of supply. 

3.
Demand and Consumer Behaviour
20

Utility. Marginal utility. The law of diminishing marginal utility. The total utility. A consumer equilibrium (the law of equal marginal utilities per dollar for every good). The substitution effect. The income effect. Market demand curve. The paradox of value. Consumer surplus. 

4.
Geometrical Analysis of Consumer Equilibrium
22

The indifference curve. The marginal rate of substitution. Diminishing marginal rates of substitution: The indifference map. The budget line (consumption-possibility line). Consumer equilibrium. Income change. Price change. Deriving the demand curve.

5.
Theory of Production and Marginal Product
25

The production function. Total (physical) product. Average product. The marginal product. The law of diminishing marginal returns. Returns to scale. Time periods in production and cost analysis. 

6.
Analysis of Costs
27

Total costs. Fixed costs and variable costs. Average costs. Average variable costs. Average fixed costs. Marginal costs. Isoquant analysis. Equal-product curve (isoquant). The marginal rate of technical substitution of labour for capital. Equal-cost lines (isocost lines). Least-cost conditions.

7.
Supply and the Pricing in Competitive Markets
31

Perfect competition. The individual demand curve. The market demand curve. The firm’s supply curve. Shutdown condition. Breakeven point. Market supply. The long-run equilibrium condition. Total revenue. Profit. Average revenue. Marginal revenue. Marginal profit. Equilibrium in perfect competition (demand equilibrium, equilibrium of firm, market equilibrium).

8.
Imperfect Competition
35

Imperfect competition. Monopoly. Oligopoly. Monopolistic competition. Sources of market imperfections. Cost patterns. Barriers to competition. Legal restrictions. Product differentiation. Market power. Concentration ratios.

9. Analysis of Monopoly, Oligopoly and Monopolistic Competition 
37

Total revenue. Average revenue. Marginal revenue. Point of maximum profit. Total profit. Geometrical analysis of imperfect competition (monopoly, oligopoly, monopolistic competition). Economic costs of monopoly. Regulation. Collusive oligopoly. Dominant-firm oligopoly. Monopolistic competition.

10.
Pricing of Factors of Production
40

Marginal product. The marginal revenue product of labour. Profit maximisation under perfect competition. Least-cost rule. Demand for labour. Substitution rule. Marginal-productivity theory with many inputs. Rent as return to fixed factors. Market equilibrium in fixed supply.

11.
Wages and the Labour Market
43

A perfectly competitive labour market. The nominal and real wage. The demand for labour. The supply of labour. Population. Substitution effect vs. income effect. Compensating differentials, differences in labour quality, rent elements in wages, and discrimination by race and gender.

12.
Capital Market
45

Capital. Rate of return on capital goods. Interest rates. The present value of the capital assets. Roundaboutness. Determination of interest and the return on capital. Short-run equilibrium. Long-term equilibrium. The real interest rate. 

13.
Income Distribution
47

Income. Disposable income. Wealth. Measurement of inequality.  Lorenz curve. Gini coefficient. Poverty income threshold. Equity vs. efficiency. Welfare programs. 

Reading and Resource List

· Core Texts :
Hájek, L.: Economics – An Overview of Basic Concepts and Problems. Hradec Králové, Gaudeamus 2000
Samuelson, P. A. - Nordhaus, W. D.: Economics. 13th – 18th editions, New York, McGraw-Hill 1989, 1992, 1995, 1997, 1998, 2001, 2004, 2005, 2007
The Economist

· Other Useful Books:

Colander, D. C.: Economics. Chicago, Irwin 1995, 2nd ed. 

Cueto, C., Hájek, L. et al.: Politics and Economics in the Czech Transition. Hradec Králové, Gaudeamus 2000 
Yohe, G. W.: Microeconomics: Study guide to accompany Samuelson – Nordhaus. 14th ed., New York, McGraw-Hill 1992

· Journal List
The most relevant journal is:

Economist
· Other Useful Journals:

Czech Journal of Economics and Finance (Finance a úvěr)

E + M (Economics a Management)
Politic Economy (Politická ekonomie)
Prague Economic Papers

 HYPERLINK "http://science.vse.cz/pep"  
· Web sites
Czech National Bank: http://www.cnb.cz 
Czech Statistical Office: http://www.czso.cz/ 
European Union: http://www.europa.eu.int 
OECD: http://www.oecd.org 
Czech Government: http://www.vlada.cz/ 

There are lots of other sources which may have information of relevance.

Structure of Teaching and Learning Activities
It is necessary to use WebCT.

· Assessment:
· Compulsory part of an exam (20% of module mark)
· A 2500-words essay from one of 13 topics

· Bring overview of the topic or point out some specific part of the topic. Try to find examples from real world aplications. 

· Presentation of assessment on a seminar (20% of module mark).
· 14th October  2008 choose topic of your presentation (one topic can choose max 2 students)

· 1 week before presentation consalting structure and topic of your presentation

· Assessment will be presented in the lesson and send to my e-mail in .doc/.rtf and .ppt format (bouth assessment and presentation!!!)

· Examination 

· Work during semester (10 % of module mark).
· Oral examination: 50% of module mark.
· Oral examination:
· Monday, December 22th, 2008
· Or Tuesday, January 13th, 2009
· Assessment Criteria for Project:
· Description of purpose, aims and objectives (approximately 10%)

· Structure, theoretical background and methodological issues (approximately 20%)

· Depth of treatment of subject matter (approximately 20%)

· Quality of discussion (approximately 20%)

· Critical approach (approximately 20%)

· Formal elaboration, referencing, etc. (approximately 10%)
It must be stressed, however, that these proportions are indicative rather than definitive. They are intended, primarily, to demonstrate the range of factors which should be taken into consideration.
NOTE
Academic Dishonesty:
All work which is submitted for assessment must be your own work and where necessary appropriately referenced. Academic dishonesty is a very serious offence and will be penalised accordingly.  

We hope that you enjoy studying this module and that it makes a valuable educational contribution to your chosen programme.
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Any notes may be added here 











