ABM 7101 BUSINESS ECONOMICS 

2. INSTRUCTOR:
Dr. J. Bonabana-Wabbi 

BSc. Agric, MUK, Uganda; 

MSc. Agricultural & Applied Econ, Virginia Tech, USA; 

PhD. Econ, Virginia Tech, USA 

3. COURSE TYPE:
Core for:
MABM 1 
4. COURSE STRUCTURE

3 Credit units: 30 lecture hours (2 contact hours per week for 15 study weeks) and 30 tutorial hours 

5. COURSE DESCRIPTION:

Microeconomic theory and its relevance and application to economic policies and business environment.  Theory of demand and application of elasticity’s, production theory and cost functions, price theory, price and output determination under perfect and imperfect competition and monopoly.  Profit maximization and equilibrium analysis.  Micro-level investment decisions.  Macroeconomic theory, national income (GDP). An outline of Keynesian analysis.  Determination of level and changes in income and employment.  Marginal propensity to consume and save.  The multiplier, the accelerator, determination of level of investment, liquidity preference and rate of interest.  Quantity theory of money inflation and deflation.  Money, Banking and Pubic finance.  Government monetary and fiscal policies.  Trade theory.

6. COURSE OBJECTIVES:

General objective
· To provide students with advanced theoretical and empirical basis for evaluating business decisions agricultural marketing organization and actors for market performance and public policy decision, and to enable them develop and use the tools of economic theory to analyse issues related to the marketing of agricultural commodities 

Specific objectives

To provide students with skills that will enable them 

· Apply 

7. RECOMMENDED REFERENCES FOR READING

Required Textbooks

· Macroeconomics 2nd Edition, by Olivier Blanchard. Prentice Hall Publishers

· Macroeconomics 5th Edition, by Gregory N. Mankiw. Worth Publishers

· Basic Economics 4th Edition, by Bernard B. Tayebwa. Genuine Researchers and Publishers

Further Readings

· Quarterly publications by the Uganda Bureau of statistics

· Background to the Budget reports, Ministry of Finance, Uganda

· Business sections of local print media

8. COURSE CONTENT, METHODS OF INSTRUCTION AND TOOLS AND REQUIRED

	TOPIC
	CONTENT
	METHOD OF INSTRUCTION / Time allocated
	TOOLS / EQUIPMENT NEEDED

	1. Review the concepts of

consumer and producer behaviour
	· Review key microeconomics concepts - marginal principle, role of theory and models, data

· Review key concepts in consumer theory

· Review key concepts in production theory 

· Review key concepts in exchange theory and gains from trade

· Review of fundamental mathematical concepts 
	Interactive lectures 

(2 hrs)

Tutorial (2 hrs)
	Chalk /BB or Markers /Flip charts, LCD projector

	2. CONSUMER THEORY
	· Utility Maximization 

· Constrained Optimization

· Formal statement of the consumer’s problem (First and Second order conditions for utility maximization)

· Comparative Statics
	Interactive lectures (2 hrs)

Tutorial (2 hrs)
	Chalk /BB or Markers /Flip charts

	3. CONSUMER THEORY cont...
	· Cross-price demand function (gross complements and substitutes)
· Derivation of Ordinary Demand Functions 

· The indirect Utility Function

· Market Demand Functions (Constructing market demand functions from individual demand functions)
	Interactive lectures (2 hrs)

Tutorial (2 hrs)
	Chalk /BB or Markers /Flip charts

	4. CONSUMER THEORY cont ...


	· Elasticity of Demand Functions

· Cross-price elasticity of demand

· Elasticities for Linear demand functions and Constant elasticity demand functions

· The relationship between price elasticity and total revenue for linear demand functions

· Elasticity of substitution in consumption
	Interactive lectures (2 hrs)

Tutorial (2 hrs)
	

	5. CONSUMER THEORY cont ...
	· Income and Substitution effects

· Effects of Changes in Income and Prices 

· Compensated demand functions
· Comparison of uncompensated and compensated demand functions
· The expenditure function
· The Slutsky equation
· Consumer surplus
QUIZ 1
	Interactive lectures (2 hrs)

Tutorial (2 hrs)
	Chalk /BB or Markers /Flip charts

	6. CONSUMER THEORY cont ....
	· Theory of Revealed Preference and Applications

· Axioms of Revealed Preference

· The substitution effect and  Comparative statics

· Continuity of demand function

· Aggregate consumer demand

· Inverse demand functions
	Interactive lectures (2 hrs)

Tutorial (2 hrs)
	Chalk /BB or Markers /Flip charts

	7. THEORY OF THE FIRM
	· Theory of the firm and applications to agriculture
· Production Theory - technologies and production functions
	Interactive lectures 

(2 hrs)

Tutorial (2 hrs)
	Chalk /BB or Markers /Flip charts

	8. THEORY OF THE FIRM
	· Profit Maximization 

· Cost Minimization

· Profit and Cost Functions

· Relating Demand Functions to Profit Functions

TERM PAPER 1
	Interactive lectures 

(2 hrs)

Tutorial (2 hrs)
	Chalk /BB or Markers /Flip charts

	9. REVIEW OF BASIC AND INTERMEDIATE MACROECONOMICS
	· Review of short-run macroeconomic principles

· Review of medium-run macroeconomic principles

· Unemployment

· Wage and price determination, 

· Review of Aggregate demand and supply models
	Interactive lectures 

(2 hrs)

Tutorial (2 hrs)
	Chalk /BB or Markers /Flip charts

	10.  DETERMINATION  OF LEVEL AND CHANGES IN INCOME
	· Marginal propensity to consumer and save

· The multiplier, the accelerator

· Determination of level of interest

· Rate of  interest

QUIZ 2
	
	

	11.  THE IS-LM FRAMEWORK
	· Equilibrium in the product and money markets

· Effect of fiscal policies on investment, consumption, saving, aggregate output

· Aggregate Supply and Aggregate Demand models
	Interactive lectures 

(2 hrs)

Tutorial (2 hrs)
	Chalk /BB or Markers /Flip charts

	12.  THE LABOR MARKET
	· The Unemployment Problem

· Determination of wages

· Effects on output and demand and the relationship with business cycles
	Interactive lectures 

(2 hrs)

Tutorial (2 hrs)
	Chalk /BB or Markers /Flip charts

	13. MONEY AND BANKING 
	· Quantity theory of money

· Inflation

· Deflation

· Effect of monetary policies in the short and medium run

TERM PAPER 2
	Interactive lectures 

(2 hrs)

Tutorial (2 hrs)
	Chalk /BB or Markers /Flip charts

	14. THE INTERTEMPORAL MODEL OF CONSUMPTION 
	· Consumption and saving

· The two-period model 

· The endowment effect

· Effect of changes in endowment 


	Interactive lectures 

(2 hrs)

Tutorial (2 hrs)
	Chalk /BB or Markers /Flip charts

	15. INTERTEMPORAL MODEL OF CONSUMPTION  CONT…
	· The Life Cycle Hypothesis

· The Permanent Income Hypothesis

· Criticisms of consumption models and suggested solutions
	Interactive lectures 

(2 hrs)

Tutorial (2 hrs)
	Chalk /BB or Markers /Flip charts

	16-17
	Revision and exams
	University examinations and revision
	


9. SUMMARY OF TIME NEEDED

Lectures










30 hrs

Tutorials (and assignments)







30 hrs

10. COURSE ASSESSMENT:

	Continuous assessment (Quizzes):
	There will be 2 Quizzes arising from tutorials and class material during week 5 and 10 of the semester
	20%

	Continuous assessment

(Term papers):
	Students will write 2 term papers in week 8 and 12
	20%

	University Examination:
	Final examination during week 16-17 of the semester
	50%


