Business Economics &
Managerial Decision-Making

Welcome to week 1 this comprehensive exploration of business economics and its
critical role in managerial decision-making. Throughout this presentation, we'll
examine how economic principles provide powerful frameworks for business

leaders to make informed, strategic choices in complex market environments.




Welcome to Business Economics

Business economics bridges theoretical economic
concepts with practical business applications. This
course will equip you with analytical tools and
frameworks essential for effective decision-making in

today's complex business landscape.

As we begin this journey together, we'll explore how
economic thinking shapes business strategy and helps
managers optimize resource allocation, understand
market dynamics, and create sustainable competitive

advantage.
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Module Overview and
Learning Outcomes

Course Structure

Seven-week intensive exploration of business economics principles and

applications in managerial contexts

Learning Outcomes

Apply economic analysis to business problems, understand market

structures, evaluate strategic options, and make data-driven decisions

Assessment Methods

Case studies, economic analysis projects, and practical decision-making

scenarios that mirror real-world business challenges
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What 1s Business Economics?

Business economics is the application of economic theory
and methodology to business and management decision-
making. It integrates economic principles with business

practices to solve real-world problems.

This discipline helps managers understand market forces,
optimize resource allocation, analyze competitive
landscapes, and develop strategies that maximize value

creation while managing constraints.
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Micro vs Macro 1n a Business Economic Forces

Context

Microeconomics in Business

Focuses on individual markets, consumer behavior, pricing strategies,
production efficiency, and competitive analysis
Helps managers optimize operations, set prices, and understand customer

segments

Macroeconomics in Business

Examines broader economic factors like inflation, interest rates,

unemployment, and economic growth

Guides strategic planning, investment decisions, and risk management across
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Economic Thinking in Managerial Roles

Key Economic Thinking Patterns

* Rational decision-making under constraints
* Incentive analysis and behavioral economics
* Risk assessment and uncertainty management

« Systems thinking and feedback loop analysis

Economic thinking provides managers with structured approaches

to complex problems, helping them navigate trade-offs and

optimize outcomes in dynamic business environments.



Opportunity Cost and Marginal
Analysis

X4

Opportunity Cost
The value of the next best alternative foregone when making a decision

Example: Investing in new equipment means those funds can't be used for

marketing

Marginal Analysis
Evaluating the additional benefit or cost of one more unit

Example: Determining if producing one more unit generates more revenue

than cost

Optimal Decision Point
Where marginal benefit equals marginal cost

Example: Hiring additional staff until the revenue they generate equals their

cost

Ecoomic Equilerit



Overview of Business Decision
Tools

0”[] Quantitative Analysis

Statistical methods, regression analysis, and forecasting techniques to identify

patterns and predict outcomes

@38 Game Theory

Strategic decision-making frameworks for competitive situations with

interdependent outcomes

ﬁ} Decision Trees

Visual tools for mapping decision sequences, probabilities, and expected values

of different choices

éIé Cost-Benetfit Analysis

Systematic approach to evaluating the strengths and weaknesses of alternatives

by determining benefits and costs




