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The authors, back again for a
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PREFACE

ably the most relevant, interesting, and important subject they can study.

(Macroeconomics is the second-most important subject.) A good grasp
of microeconomics is vital for managerial decision making, for designing and
understanding public policy, and, more generally, for appreciating how a mod-
ern economy functions. In fact, even understanding the news each day often
requires knowledge of microeconomics.

We wrote this book, Microeconomics, because we believe that students need to
be exposed to the new topics that have come to play a central role in microeco-
nomics over the years—topics such as game theory and competitive strategy, the
roles of uncertainty and information, and the analysis of pricing by firms with
market power. We also felt that students need to be shown how microeconomics
can help us to understand what goes on in the world and how it can be used as
a practical tool for decision making. Microeconomics is an exciting and dynamic
subject, but students need to be given an appreciation of its relevance and use-
fulness. They want and need a good understanding of how microeconomics can
actually be used outside the classroom.

To respond to these needs, the ninth edition of Microeconomics provides a
treatment of microeconomic theory that stresses its relevance and application
to both managerial and public policy decision making. This applied emphasis
is accomplished by including examples that cover such topics as the analysis of
demand, cost, and market efficiency; the design of pricing strategies; investment
and production decisions; and public policy analysis. Because of the importance
that we attach to these examples, they are included in the flow of the text. (A
complete list is included on the endpapers inside the front cover.)

The coverage in this edition of Microeconomics incorporates the dramatic chang-
es that have occurred in the field in recent years. There has been growing interest
in game theory and the strategic interactions of firms (Chapters 12 and 13), in
the role and implications of uncertainty and asymmetric information (Chapters 5
and 17), in the pricing strategies of firms with market power (Chapters 10 and 11),
in the design of policies to deal efficiently with externalities such as environmental
pollution (Chapter 18), and in behavioral economics (Chapter 19).

That the coverage in Microeconomics is comprehensive and up to date does
not mean that it is “advanced” or difficult. We have worked hard to make the
exposition clear and accessible as well as lively and engaging. We believe that
the study of microeconomics should be enjoyable and stimulating. We hope that
our book reflects this belief. Except for appendices and footnotes, Microeconom-
ics uses no calculus. As a result, it should be suitable for students with a broad
range of backgrounds. (Those sections that are more demanding are marked
with an asterisk and can be easily omitted.)

For students who care about how the world works, microeconomics is prob-
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Changes in the Ninth Edition

ach new edition of this book is built on the success of prior editions by
Eadding some new topics, by adding and updating examples, and by im-

proving the exposition of existing materials. We continue that tradition in
this ninth edition. We have made a number of changes throughout the book, but
the most important are the following:

* We added a new chapter (Chapter 19) on behavioral economics. Behav-
ioral economics goes beyond the simple paradigm of maximizing some-
thing (e.g., utility, output, profit) subject to a constraint (e.g., income, cost,
demand and cost). While this paradigm has been extremely powerful in
helping us understand how markets work, it does not accurately describe
how real-world consumers and firms behave. The new and flourishing field
of behavioral economics incorporates findings from psychology into our
descriptions of how consumers and firms make decisions. Although the
previous edition of this book had a section on behavioral economics (that
appeared in Chapter 5), we decided that this topic was sufficiently impor-
tant to deserve a chapter of its own.

We have updated many of the examples (as we do in every new edition), but
we also added several new ones.

* We now have several examples of taxicab markets that include the entry of
“ride-share” services like Uber and Lyft (Chapters 9 and 13).

* We added an example about Tesla’s new battery factory (its “Gigafactory”)
and how scale economies will reduce the cost of batteries for electric cars

(Chapter 7).

* We added an example on merger policy (Chapter 10) and one on the Auto
Parts Cartel (Chapter 12).

* We even have two examples (in Chapters 1 and 12) that deal with the pricing
of this textbook.

e As part of the new Chapter 19, we added several examples that are “behav-
ioral” in nature, including consumers’ use of credit card debt (and apparent
willingness to pay extremely high interest rates) and decisions to join and
use health clubs.

* With the exception of the new Chapter 19, the layout of this edition is simi-
lar to that of the prior edition. This has allowed us to continue to define key
terms in the margins (as well as in the Glossary at the end of the book) and to
use the margins to include Concept Links that relate newly developed ideas
to concepts introduced previously in the text.

Alternative Course Designs

ity in course design. For a one-quarter or one-semester course stressing
the basic core material, we would suggest using the following chapters
and sections of chapters: 1 through 6, 7.1-7.4, 8 through 10, 11.1-11.3, 12, 14,
15.1-15.4,18.1-18.2, and 18.5. A somewhat more ambitious course might also in-
clude parts of Chapters 5, 16, and 19 and additional sections in Chapters 7 and 9.

This new edition of Microeconomics offers instructors considerable flexibil-



To emphasize uncertainty and market failure, an instructor should also include
substantial parts of Chapters 5 and 17.

Depending on one’s interests and the goals of the course, other sections could
be added or used to replace the materials listed above. A course emphasizing
modern pricing theory and business strategy would include all of Chapters 11,
12, and 13 and the remaining sections of Chapter 15. A course in managerial
economics might also include the appendices to Chapters 4,7, and 11, as well as
the appendix on regression analysis at the end of the book. A course stressing
welfare economics and public policy should include Chapter 16 and additional
sections of Chapters 18 and 19.

Finally, we want to stress that those sections or subsections that are more
demanding and/or peripheral to the core material have been marked with an
asterisk. These sections can easily be omitted without detracting from the flow
of the book.

Supplementary Materials

students using this book. The Instructor’s Manual, prepared by Duncan

M. Holthausen of North Carolina State University, provides detailed so-
lutions to all end-of-chapter Questions for Review and Exercises. The ninth edi-
tion contains many entirely new review questions and exercises, and a number
of exercises have been revised and updated. The new instructor’s manual has
been revised accordingly. Each chapter also contains Teaching Tips to summa-
rize key points.

The Test Item File contains approximately 2,000 multiple-choice and short-
answer questions with solutions. All of this material has been thoroughly
reviewed, accuracy checked, and revised for this edition. TestGen is a com-
puterized test generation program, available exclusively from Pearson, that
allows instructors to easily create and administer tests on paper, electronically,
or online. Instructors can select test items from the publisher-supplied test
bank, which is organized by chapter and based on the associated textbook ma-
terial, or create their own questions from scratch. With both quick and simple
test creation and flexible and robust editing tools, TestGen is a complete test
generator system for today’s educators.

The PowerPoint Presentation has been revised for this edition by Fernando
Quijano. Instructors can edit the detailed outlines to create their own full-color,
professional-looking presentations and customized handouts for students.
The PowerPoint Presentation also contains lecture notes and a complete set of
animated textbook figures.

For your convenience, all instructor resources are available online via our
centralized supplements Web site, the Instructor Resource Center (www
.pearsonglobaleditions.com/Pindyck). For access or more information, con-
tact your local Pearson representative or request access online at the Instruc-
tor Resource Center.

ﬁ ncillaries of an exceptionally high quality are available to instructors and
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Pearson MylLab Economics

Pearson MyLab Economics is a content-rich Web site with homework, quiz,
test, and tutorial options related to the ninth edition of Microeconomics. Pearson
MyLab Economics offers students an opportunity to sharpen their problem-
solving skills and to assess their understanding of text material in one program.
Similarly, instructors can manage all assessment needs in one program.
Pearson MyLab Economics contains:

* End-of-chapter exercises available for practice or auto-graded assignment.
These exercises include algorithmic, numerical, and draw-graph exercises.

* Additional exercises for assignment that draws upon material in the text.
e Instant tutorial feedback on a student’s problem and graphing responses.

e Interactive Learning Aids including Help Me Solve This step-by-step tutorials
and graph animations.

¢ Auto Graded Problems and Graphs for all assignments.

¢ Digital Interactives are engaging assessment activities that promote critical
thinking and application of key economic principles.

e Test Item File questions for homework assignment.
¢ A Custom Exercise Builder that allows instructors to create their own problems.

® A Gradebook that records student performance and generates reports by
student or chapter.

* Experiments in two versions, Single Player (for easy, asynchronous, interac-
tive homework assignments) and Multiplayer (for a fast paced, instructor-
led, synchronous, interactive experience).

® The Pearson eText gives students access to their textbook anytime, any-
where. Students actively read, with access to note-taking, highlighting, and
bookmarking. Instructors can share comments or highlights, and students
can add their own, for a tight community of learners in any class.

e Communication tools that enable students and instructors to communicate
through email, discussion board, chat, and ClassLive.

¢ Customization options that provide additional ways to share documents
and add content.

¢ Prebuilt courses offer a turn-key way for instructors to create a course that
includes pre-built assignments distributed by chapter.

* A fourteen-day grace period that offers students temporary access as they
wait for financial aid.

The Pearson MyLab Economics exercises for Microeconomics were created by
Duncan M. Holthausen at North Carolina State University. For additional infor-
mation and a demonstration, visit www.myeconlab.com.
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