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Saint Petersburg State University

Faculty of Economics

Module Specification

	
	Basic module information
	

	1. 
	Module title
	MICROECONOMICS (ADVANCED LEVEL)

	2. 
	Module code
	

	3. 
	Credit points
	

	4. 
	Duration (hours)
	45

	5. 
	Department
	Economic Theory

	6. 
	Date
	First semester of Master Program 


	7. Overview and Aims

	Overview:  The module covers the Economic theory on the level of companies and households, the focus is concentrated on the problems of functioning of these units within different structures of market economy. The basis for analysis are the following theories: theory of supply, demand and market equlibrium, theory of marginal utility, consumer behavior, theory of the firm, externalities, theory of common goods, theory of public choice and others. Within the module concrete practical cases are discussed as the examples of the existing connection between theory and practice.

Aims: 

- to provide acquaintance with the basic economic terms on micro level and  formulation of fundamental rules of  neoclassical  approach

- to develop the ability to conduct  the professional economic analysis of the reality and make conclusions and recommendations 

 


	8. Module Content

	Topic 1. Introduction to economic way of thinking

The basic principles of economics. The economist as a scientist and a policy adviser. Variety of economic concepts. Positive and Normative analysis. 

Topic 2. Market system and mechanism of its functioning

Market and competition. Circular-flow diagram. Production possibilities frontier. Demand. Demand curve. Market demand versus the individual demand. 

Supply. Supply curve. Market supply versus Individual supply. 

Market equilibrium. Market price. Consumer and producer surplus. Market Efficiency.

Elasticity and it’s application  

Topic 3. International trade: theory and practice.

 Interdependence and gains from trade.  The Winners and the Losers of trade. Comparative Advantage and it’s application. Arguments for restricting trade.

Topic 4. Supply, Demand and Governmental policies

Controls on prices: price Ceilings and price Floors. Taxes and Subsidies: market outcomes.

The costs of taxation. The Deadweight Loss of Taxation. Deadweight Loss and Tax Revenue as Taxes vary. Short-run and long-run effect.

Topic 5. The theory of consumer choice.

Indifference curve. Four Properties of Indifference curves. Consumer preferences. Marginal rate of substitution. Perfect substututes and perfect complements, other types of goods.

Consumer’s optimal choices. Income and price effect on consumer choices. Substitution effect. Angel’s model.

Topic 6. Nature of the firm.
Modern types of enterprises. Transaction costs. Administrative costs. Size of firm.

Costs of production. Total revenue, total cost and profit. Break-even point. Cost of capital as an opportunity cost. Economic profit versus Accounting profit. Various measuring of costs. Cost curves and their shape. Efficient scale. Costs in the short-run and in the long-run. Economies and diseconomies of scale.

Topic 7. Market structures.

Firms in competitive markets.  Meaning of Competition. Classification of the market structures.  Revenue of a competitive firm. Marginal cost-curve and firm’s supply decision. Short-run and long-run options for business development of competitive firm.

Topic 8.  Monopoly

Why monopolies appear? Natural monopoly.  Production and pricing decision-making of monopolies. Monopoly versus competition.  Monopoly’s revnue. Profit maximization. The welfare cost of monopoly. Public policy towards monopolies. Anti-trust regulations. Price discrimination.

Topic 9. Oligopoly

Markets with few sellers. A Duopoly example model. The equilibrium for an oligipoly.

Game theory and economics of cooperation. The prisoner’s Dilemma. Oligopolies as the prisoners’ dilemma. Concentration Ratio.  Cartel agreement.  Public policy towards oligopolies.

Topic 10.  Monopolistic competition.

Competition with differentiated products. Shot-run and long-run perspective. Monopolistic versus Perfect competition. Monopolistic competition and the welfare of society. Non-price competition. Advertising: pros and cons. Brands.

Topic 11. Markets of production factors.

General characteristics of factor markets. Labor market: supply and demand for labor. Marginal product of labor. Value of marginal product and demand for labor. Factors, influencing labor demand curve. Trade-off between work and leisure. Equilibrium in the labor market.

The case of double monopoly on the labor market. Minimum wage law.

Topic 12.  Capital and land markets.

Characteristics of the capital market. Depreciation and capital devaluation.  Capital market and investment decision-making. Calculation of NPV.  Exchange rate as the basis for economic decisions. 

Equilibrium in the markets of land and capital.  Land price. Links among the factors of production.

Topic 13. Economy of the public sector. 

Externalities. Market failure. Bystander. Negative externality. Positive externality. Well-being. Pollution. The cost to society. Private costs. Internalizing the externality.  Social optimum. Industrial Policy. Property rights. Coase Theorem. Transaction costs. Corrective Tax. Licensing. Ecological Law.

Topic 14. Public goods and common resources.

Public  goods. Private goods. The free-rider problem. Cost-benefit analysis of publc goods for the society. Common resources. The tragedy of commons. Protection of common resources.

The theory of public choice.




	9. Indicative Reading

	Basic literature
1. N.Gregory Mankiw. PRINCIPLES of MICROECONOMICS. 4th edition. 2008. Thompson. N.Y.

2. N.Gregory Mankiw. PRINCIPLES of MICROECONOMICS. 5th edition.2010. Thompson. N.Y.

3. Electronic  version of the same text book. In English
4. Мэнкью Н.Г. Принципы микроэкономики.4 изд. Пер.с англ. 2010. Питер. С.-Пб.

	Additional literature

1. Sowell Th. Applied economics.: Thinking beyond the stage one. N.Y., 2004

2. Micmillan J. Reinventing the Bazaar: a natural History of markets. N.Y.2002
3. Levitt St. and Dubner St. Freakonomics: a Rogue Economist Explores the Hidden Side of

Everything. N.Y.2005

      4. The  Economist. Weekly news magazine.




	10. Learning outcomes

	Knowledge and understanding. After studying this module students should be able to:

	· Know the terminology of the economic analysis on the micro level;

· Know fundamental theories

· Understand the problems of functioning of company and households within the market structures;

· Understand the economic interconnections between the participants of the market economy 

	Skills, qualities and attributes. After studying this module students should be able to:

	· Use professional  economic language while discussing the reality

· Prove personal point of view on different problems

· Be logical and critical in arguing

· Apply the systematic approach for the analysis of different phenomena

· Create professional presentations of the subject

· Illustrate theoretical statements by models, graphs and formulas

· Calculate important indicators for analysis of the competitive situation for the 

      company on the industry level  and make proposals for necessary decisions


	11. Teaching and learning

	Range of modes of direct contact

This indicates the range of direct contact teaching and learning methods used on this module, e.g. lectures, seminars

· lectures,

· seminars,

· presentations,

· in-class discussions,

· in-class written assignments 

· active methods of teaching (case-studies, small groups working, etc)



	Total contact hours

	Range of other learning methods

This indicates the range of other teaching and learning methods used on this module, e.g. directed reading, research

· preparation of presentations,

· pre-readings,

· at home written tasks



	Total non-contact hours


	12. Indicative Reading

	Assessment methods

This indicates the type and weighting of assessment elements of the module

	Weighting
	Type
	Description

	20% additionally to the result of the test 
	In-class work
	· Participation in presentations during classes, in-class written assignments 

· Time compensation of missed classes and control tests

	80%
	Test 
	Final written examination 

	Diagnostic/formative assessment

This indicates if there are any assessments that do not contribute directly to the final module

	At the beginning of the course there is a written assessment with some general economic questions to find out the level of knowledge and understanding of modern economic problems 

(such assessment is important because Master students are having different previous background on the Bachelor level) 

	Further information on assessment

This section provides further information on the module’s assessment where appropriate

	  Students are able to see the results of the written test and final grade during special time for announcement of the  results within 3 days after the exam


