
MGCR 293: Managerial Economics 
 
 
 

Textbook (available from McGill Bookstore): 
 
“The custom text for McGill students” of “W. Bruce Allen, Neil A. Doherty, Keith Weigelt, and Edwin 
Mansfield, Managerial Economics: Theory, Applications, and Cases, 8th Edition (2014), W.W. Norton 
& Company, New York. ISBN Number (978-0-393-90560-1).  
 
NOTE: You can also use the full text of W. Bruce Allen, Neil A. Doherty, Keith Weigelt, and Edwin 
Mansfield, Managerial Economics: Theory, Applications, and Cases, 8th Edition (2014), W.W. Norton 
& Company, New York (we will cover chapters 1-3, 5-11 and 18 of the full text).  
 
 

Course Content: 
 

 
Chapter 1: Introduction to Managerial Economics  
The scope of managerial economics and the basics of the theory of the firm and competitive market model. 
Other topics include: what is profit? Managerial interests & the principal-agent problem, Demand & supply and 
equilibrium/market price.  

 
Chapter 2: Demand Theory  
Key concepts in demand theory, market vs. individual demand, price, income and advertisement elasticities, 
marginal, average and total revenues. Empirical applications of demand theory and the implications that 
elasticities have for pricing and marketing. 
  

Chapter 3: Consumer Behaviour and Rational Choice  
The theory of consumer behaviour, the tools of indifference analysis and consumer preferences. The usage of 
graphical analysis to solve the consumer problem.  

 
Chapter 5: Production Theory  
The production function and optimal choice of input usage. How production theory can inform the manager 
concerned with cost minimization as well as the manager concerned with producing as much output as possible 
with available budgets.  
 
Chapter 6: The Analysis of Costs  
The relationship between outputs and their costs, both in the short-run and in the long-run. Break-even analysis 
and the produce or shut down decisions. 

  
Chapter 7: Perfect Competition  
Different markets structures, and in particular, perfect competition and implications for price and output strategy.  

 
Chapter 8: Monopoly and Monopolistic Competition  
Other Market structures, i.e., Monopoly and Monopolistic Competition, and their implications for price and 
output strategy.  
 

Chapter 9: Managerial Use of Price Discrimination  
Appraisal of pricing techniques and their effects on profits and the value of the firm. Concepts and models of 
Price Discrimination, Peak Load Pricing and Two-Part Tariffs  
 

Chapter 10: Bundling and Intra-firm Pricing  
Other pricing techniques such as bundling, When to unbundle, Bundling as a pre-emptive entry strategy, Tying, 
Transfer Pricing and the global use of Transfer Pricing.  

 
Chapter 18: Optimization Techniques  
Optimization and basic elements of differential calculus and marginal analysis. Relationship between total, 
marginal & average values, Using derivatives to solve maximization & minimization problems, Marginal cost 
equal marginal revenue rule, Partial differentiation & the maximization of multivariable functions, Constrained 
optimization and comparing incremental costs with incremental revenues.  


