BSM940 ECONOMIC ENVIRONMENT OF BUSINESS

Academic Year 2013/14
Number of Aston Credits:

15

Number of ECTS Credits:

7.5

Staff Member Responsible for the Module:
Prof. Tomasz M. Mickiewicz, Economics and Strategy Group
Main Building South Wing, Room SW1014, Extension: 3007
Email: t.mickiewicz@aston.ac.uk
Availability: during office hours; details for each week available via Aston Web
Appointment Scheduling System at
<<https://wass.aston.ac.uk/wass/pages/login.page.php>>
Or contact the Economics and Strategy Group Administrator
Ms Lynne Woolley, SW907b, Extension: 3038
Email: l.woolley@aston.ac.uk

Pre-requisites for the module:
None

Mode of Attendance:
On Campus

Module Objectives
The aim of this module is to provide students with (a) an introduction to the economic
institutional environment within which business enterprises operate, and (b) an
appreciation of the importance of the economic institutional environment for the
performance of an industry and enterprises within it.

Learning Outcomes:
Students should develop: (a) the ability to apply relevant economic principles, concepts
and tools to the analysis of issues faced by businesses related to its economic institutional
environment, and (b) an understanding of the implications of the economic institutional
environment for business operation.

By the end of this module, students should be able to:
assess the implications of the diverse economic institutional environment for
businesses;
assess, in broad terms, implications of economic policies and institutional change for
the national economy, an industry and an enterprise;
discuss, in broad terms, strategic options available to a business in a specific
economic institutional environment.

Module Content:
Students will be introduced to the institutional structure of production, institutional
frameworks and following that to the possible links between these structures and business
performance. The role of institutions and organization in alleviating business uncertainty,
decreasing transaction costs and attenuating agency problems will be highlighted. The
course will emphasize the similarities in our analysis of both business organizations and of
the institutional frameworks at the economy level that affect businesses.

Week 1:

The institutional structure of production and institutional approach to
Organisations

We will start with micro applications of institutional analysis, and will discuss businesses
as seen not only as specific production functions (as in the microeconomic analysis) but
also as organizations that can be optimized and modified, responding to changes in
environment.

Week 2:

Why institutions matter?

In this lecture we will move from the level of organisations to the level of institutions. We
will argue that institutions matter for economic outcomes and businesses and discuss the
emergence of institutions.

Week 3:

Human behavior

We will discuss the role of knowledge and bounded rationality in how institutions and
organisations are shaped in order to overcome coordination problems. We will also
discuss different types of human motivation, and agency problems resulting from
opportunistic behaviour.

Week 4:

The costs of coordination and institutions

This lecture will start with the prisoner’s dilemma to illustrate the basic problem of
coordination. We will discuss various coordination costs and how internal and external
institutions help to decrease these costs.

Week 5:

Institutional systems

We will look more closely at the hierarchies of rules and distinguish between planned and
spontaneous orders. We will next analyze the role of culture.

Week 6:

Property rights, contracts and competition

We will introduce the concept of property rights and discuss the key characteristics of
property rights. We will next illustrate how property rights result in freedom of contracts
and discuss contracts between firms and how the related legal frameworks affect business
strategies and performance.

Week 7:

Institutional change

In this lecture we will discuss institutions change, including external and internal sources
of change. With respect to the external sources of change we will discuss the impact of
globalization. With respect to the internal sources of change, we will introduce the concept
of political entrepreneurship.

Week 8:

Transition to the market economy

During Week 8, one of the most illuminating natural experiments in institutional change will
be discussed, namely, the process of economic transition to a market based economy
from an alternative economic structure in much of central and eastern Euro-Asia. Where
applicable, comparisons will be made with other emerging market economies that are also
making transitions to market economies from different starting points.

Week 9:

Recapitulation

Corporate Connections:
The lectures will draw on cases reported in academic literature, and experiences of
developed countries and emerging in the aftermath of economic reforms and major policy
changes. In addition, as part of their assessment, students would be expected to utilize
firm, sector and/or country-wide data on aspects of the economic environment of
business.

International Dimensions:
The lectures will use examples from both developed countries, particularly those from
Europe and North America, and emerging market economies, with emphasis on the
BRICS economies.

Contribution of Research:
The module content will draw significantly on the lecturer’s past and present research in
the areas of impact of institutional quality and economic policy on strategic decisions and
performance of companies and entrepreneurs.

Ethics, Responsibility & Sustainability:
The module focuses on the issues of governance, seen in the context of uncertainty and
risk, where uncertainty is introduced not only by environmental factors but also by
opportunistic behavior of economic agents. It also refers to organisations and frameworks
that affect business.
These issues all provide a context in which issues of ethics, responsibility and
sustainability are relevant.
Ethical Approval:
This module does not require any primary research and no ethical approval will be
necessary.

Method of Teaching:
The module will use a number of non-technical research papers (some of which are
included in the recommended text book) on each of the key issues. Some of these papers
(from the main textbook) would be required reading. The lectures would provide the
analytical framework, and integrate the required reading would be integrated into this
framework. The lectures would also draw on industry and country experiences, as
appropriate. Each 2-hour lecture would be followed by a 1-hour tutorial in which student
contribution to the discussion would be encouraged and facilitated. Assimilation of
different viewpoints and critical analysis would be encouraged during the course of the
lectures and the tutorials.

Method of Assessment and Feedback:
The assessment strategy for this module involves an exam, which will be taken in two
parts:
A 1,5h open book component, which will link to the questions the students will
prepare during the tutorials.
A 1,5h long closed book exam (essay questions related to lecture material)
The weighting between the two components will be 50% each
The feedback on the students’ performance on the module would be given using a variety
of methods such as via Blackboard, or to individuals on request.

Learning Hours:
Pre-reading
Lectures
Tutorials
Contact hours subtotal
Research (tutorials topics)
Private study (lecture topics)
Total

25
18
8
26
50
49
150

The following readings are subject to change. Students should not
therefore purchase textbooks prior to commencing their course. If
students wish to undertake background reading before starting the
course, many of the chapters/readings are available in electronic form
via on-line library catalogues and other resources.
Pre-reading
For lectures:
Kasper, Wolfgang, Manfred Streit, and Peter Boettke (2012). Institutional Economics.
Cheltenham: Edward Elgar: Foreword and Part I.

For tutorials
Benjamin Klein, 1988, Vertical Integration as Organizational Ownership: The Fisher BodyGeneral Motors Relationship Revisited, Journal of Law, Economics, & Organization, Vol.
4, No. 1, pp. 199-213
Roald H Coase, 2000, Acquisition of Fisher Body by General Motors, Journal of Law and
Economics, Vol. 43, pp. 15-31.

