Spring 2005

220 Microeconomics: Theory and Applications.
Professor Deirdre McCloskey  deirdre2@uic.edu   See www.uic.edu/~deirdre2. 

3 Hours. Registration closes Jan 21.  Credit is not given for Economics 220 if the student has credit for Economics 218. Prerequisites: Econ 130 or both Econ 120 and 121; and either Math 160 or 165 or 180.

You're going to learn how to "think like an economist."  It's a strange way of thinking, pure "prudence."  But it's an aspect of most life and business.  Not the only one, but important and worth noting.


The text is Robert H. Frank, MicroEconomics and Behavior, 5th  Edition paperback McGraw-Hill ISBN: ISBN: 0072483342, 696pp, expensive but worth every penny.  Bob is a good and interesting economist (have a look at some of his popular books), and differs from the usual.  But we'll start with a novel: Russell Roberts, The Invisible Heart: An Economic Romance.  MIT Press, 2002, ISBN: 0262681358, hardcover, 288 pp., $18.95, by another good and interesting economist (and a student of mine 20 years in a course very similar to this one).  Both may be purchased at College Books at 1076 W. Taylor, corner of Taylor and Aberdeen.  Be aware that you can sometimes get second-hand copies, at College Books or on the internet.

We'll do Problem Sets, which I'll assign as frequently as I can stand to grade them.  It's the only way to get this odd way of thinking into your head—using it, really and truly using it.
 I might try assigning little groups to grade the problem sets in turn, which would be a good way to learn in its own right.  We'll see.

We'll also do an elaborate Collaborative Project on the Irrationality of Owning a Car.  I find this gets people thinking about capital theory and consumer theory and cost theory.  It will be a team project, in five or six teams collecting data on various parts of the master calculation.

I'll decide on the scheduling of problem sets and the Project as we go, and as I see how the class is performing.  Note that there's already scheduled one little hour exam and one big one, and a final.  If you're doing very well we'll skip the final.  Honest.  If the class really jells, and you all seem to be Getting It, why bother?  Otherwise: the usual torture.   So throw yourself into this, to get the Pareto optimal outcome for us all.
Occasionally, never announced beforehand, there will be a short in-class quiz on the day’s reading,  These will be mainly about easily-graded concepts you should know if you’re doing the work.  Usually they will be graded in class by your classmates.

Getting hold of me: You may send me an e-mail at deirdre2@uic.edu anytime: this is by far the best way to ask me a detailed question, help on problems, etc.  I don't believe in office hours, which have been made obsolete by e-mail.  Address the e-mail to me like a formal business letter, not “Hi Professor.”  You may in desperate emergencies call me at home at a civil hour, 312-435-1479 or cell phone 312-835-1479.  I mean desperate.

But ask all intellectual questions or general administrative questions in class,  Other people, believe me, will have the same question in their minds.  Asking questions is a good way to learn how to speak up in business meetings.  Never start a question by saying "I have a question about . . . ."   Just ask it.  

Some Rules 

(written out just so there’s no misunderstanding!)

· I take attendance, irregularly and informally but mercilessly, starting in the second week.  I use failure to pick up graded assignments as one measure, but also use attendance lists, and, when I get familiar with you, eye-balling.  If you miss six classes without permission and I detect it you will get an F in the course.  Sorry, but otherwise we don’t get the continuity of conversation that makes a class into a real intellectual experience.  Come sleep in class if necessary!  But come to class!  That's the best advice anyone can give you for success in college.  It's like showing up for your job.  In fact, it is you’re your job.

· I never allow makeups for any assignment or examination unless arrangements have been made, in quite exceptional circumstances, in advance.  

· You can sleep in class all you want.  Seriously.  Be my guest.  Really: I don’t mind.  And bring any friend, parent, child, dog you want, anytime.  No problem: no need to ask.  Really.  They are all welcome, always.  I think having kids and dogs in a class improves the atmosphere.  No joke.  

But you cannot read, talk, eat, slouch insultingly [guys: listen up], pass notes, pick your nose, look bored (being bored is another matter: these rules are about externals that hurt your classmates, demoralizing them and me), dress inappropriately, do homework, chew gum, come late, leave early, or more generally act like a high-schooler.  The class starts at 9:00 promptly.  I don’t want to hear about Duh Traffic, or “running late”: be on time.  Think of the class as a business meeting, with Deirdre as your boss. 

· All grades are final unless I make a mistake in adding up the points: I never discuss grades.  Never.  Believe me, this is one of Life's little unpleasantnesses: your boss will never discuss his plan to fire or promote you.  He just does it.  Grade school is over.

· If you cheat on tests or “plagiarize” in writings (that is, use someone else’s work as your own) you will get an F in the course and I will try to have you expelled from the University.  I may not succeed.  But believe me I will try.  I've succeeded in the past.  Plagiarism and academic misconduct involves but is not limited to the following: (1) Using or attempting to use unauthorized materials, information, people, or study aids in any academic exercise, or extending to or receiving any kind of unauthorized assistance on any examination or assignment to, or, from another person; (2) Using research that has been used by someone else; (3) Duplicating work that you have done in another class; (4) Allowing others to borrow your work.  Whatever your intention, you may be guilty of academic misconduct if another student copies your research; (5) Omitting source citation just because you have put much of the research material "into your own words" and it's not a direct quotation.  Got it?  No cheating!
(Sorry again to be so grim, but some child will say I didn’t say it if I don’t, if you see what I mean.)

Week 1: Tues, Jan 11  Introductions

Thurs, Jan 14   Frank Chp. 1 Thinking Like an Economist.  

      Over the weekend read Landsburg 

Week 2: 
Tues, Jan 18: Price theory and life: Landsburg 

Thurs, Jan 20:  Chp. 2 Supply and Demand 
Week 3: Tues, Jan 25    Chp. 3 Rational Consumer Choice
Thurs, Jan 27:  Little Quiz.  Roberts; the first couple of weeks.  
Week 4: Tues, Feb 1  Appendix: The Utility Function Approach to the Consumer Budgeting Problem
Thurs, Feb 3   Chp 4 Individual and Market Demand  
Week 5: Tues, Feb 8   5 Applications of Rational Choice and Demand Theories
Thurs, Feb 10   Appendix: Additional Topics in Supply Theory
Week 6: Tues, Feb 15  6 The Economics of Information and Choice Under Uncertainty 

Thurs, Feb 17: Appendix: Search Theory and the Winner’s Curse 

Week 7: Tues, Feb 22   7 Explaining Tastes: The Importance of Altruism and Other Nonegoistic Behavior 
Thurs, Feb 24   8 Cognitive Limitations and Consumer Behavior 
Week 8: Tues, Mar 1   9 Production
Thurs, Mar 3   Appendix: Mathematical Extensions of Production Theory
Week 9: Tues, Mar 8    10 Costs 
Thurs, Mar 10   Big Hour exam on all material up to here. 

Week 10: Tues, Mar 15   Appendix: Mathematical Extensions of the Theory of Costs 
Thurs, Mar 17  11 Perfect Competition 

[SPRING BREAK March 19-27]

Week 11: Tues, Mar 29  12 Monopoly 
Thurs, Mar 31  13 Imperfect Competition: A Game-Theoretic Approach 

Week 12: Tues, Apr  5   Appendix: Additional Models of Monopolistic Competition
Thurs, Apr 7 14 Labor 

Week 13: Tues, Apr 12  15 Capital 
Thurs, Apr 14  Appendix: A More Detailed Look at Exhaustible Resource Allocation 

Week 14: Tues, Apr 19 16 General Equilibrium and Market Efficiency 

Thurs, Apr 21  17 Externalities, Property Rights, and the Coase Theorem 

Week 15: Tues, Apr 26   18 Government  
Thurs, Apr 28  How to Really Think Like an Economist, and Why One Might or Might Not Want To
If too many of you have, alas, not thrown yourself into the course
The Final Exam will be held: in this room:       on this day of the week: at this time.
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