
Syllabus
ECO 146: Applied Microeconomic Analysis

Fall 2015
Instructor: (Daisy) Weijia Dai
Time: T/TH 1:10 - 2:25 PM

Room: RB 041

Course Objectives

The objective of this course is to teach you the framework and skills to analyze the economic
decision making of individuals, to understand the market outcomes, and to apply the economic
thinking to solve real-world problems. Lectures focus on presenting analytical tools fundamental
to applying such thinking. We will emphasize the application of mathematics, analytical logic, and
theoretical modeling, in order to prepare you to address a wide range of issues in business strategy,
public policy, health economics, industrial organization, environmental economics, and many more.

By the end of the course, you should acquire and understanding and ability to:

• Analyze consumer and firm decision making using constrained optimization;
• Analyze competitive market outcomes using supply-and-demand model;
• Analyze decision under risk with the aid of basic probability theory;
• Analyze strategic interaction among individuals using basic concepts in game theory;
• Demonstrate understanding of market equilibrium, market e�ciency, market failure and the

appropriate role of microeconomic policy;
• Explain the economic intuition behind the theoretical models.

Required Text

Walter Nicholson and Christopher Snyder. Microeconomic Theory: Basic Principles and Ex-

tensions - 11th Edition, Cengage Learning.
Publisher: https://shar.es/1vmLOU
eTextbook: http://www.coursesmart.com/IR/8444130/9781111525538?__hdv=6.8
Note that the 10th edition of this textbook may be available at a lower cost. Students can learn

the core theoretical material from either edition. Examples, problems, and chapter numbers di�er
across editions, so it will be the burden of the student to find the chapter and pages in the 10th edi-
tion that corresponds to the assigned reading from the 11th edition and make copies when necessary.

Prerequisites

Calculus, Eco 1, Eco 45 or equivalent and Math 21 or equivalent.

Administrative

• Instructor: Daisy Dai

– O�ce: RB 402
– Email: dai@lehigh.edu
– O�ce hours: T/Th 2:30 - 4:30pm

• Grader: Chengfeng Du (chd314@lehigh.edu)
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Evaluation

Grades for the course will be based on:

• In-class Quizzes 7%
• Homework (6 problem sets): 18%
• Midterm Exam 1 (9/22): 20%
• Midterm Exam 2 (10/27): 20%
• Final Exam: 35%

You must bring a simple calculator, one that can calculate exponents, to class each day, and to
midterm exams and final exam.

Policies

Accommodations for Students with Disabilities If you have a disability for which you are or
may be requesting accommodations, please contact both your instructor and the O�ce of Academic
Support Services, Williams Hall, Suite 301 (610-758-4152) as early as possible in the semester. You
must have documentation from the Academic Support Services o�ce before accommodations can
be granted.

Academic Integrity Lehigh University Student Senate Statement on the University’s Code of
Conduct: “We, the Lehigh University Student Senate, as the standing representative body of all
undergraduates, rea�rm the duty and obligation of the students to meet and uphold the highest
principles and values of personal, moral and ethical conduct. As partners in our educational
community, both students and faculty share the responsibility for promoting the helping to ensure
an environment of academic integrity. As such, each student is expected to complete all academic
course work in accordance to the standards set forth by the faculty and in compliance with the
university’s Code of Conduct.”

The Principles of Our Equitable Community Lehigh University endorses The Principles of
Our Equitable Community (http://www.lehigh.edu/~inprv/initiatives/PrinciplesEquity_
Sheet_v2_032212.pdf). We expect each member of this class to acknowledge and practice these
Principles. Respect for each other and for di�ering viewpoints is a vital component of the learning
environment inside and outside the classroom.

Homework and Quizzes The problem sets are due at the start of class on the due date, and
late homework are not accepted. If you have to miss a class when homework is due, you may give
it to your classmate, scan and email your homework to me, or slide it under my door before the
due time.

Each homework in the course must be completed for a student to receive a passing grade. (http:
//www.lehigh.edu/registar/)

You may form study groups and work on the problem sets together. You are encouraged to
discuss about problems and learn from the intuition and skills of others, but you must write up the
answers and turn in your own assignment. If you work with others on a problems set, you should
write down names of the classmates you have worked with on that problem set.

The quizzes are conducted in class. There is no make up quiz.
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Exams The midterm will be conducted in class. There will be no make-up for the midterm. If
you have a University-excused absence that has been verified by the Dean of Students, the weight
of your missing midterm will be added to the weight of your final exam. For example, you final
will carry 55% weight if you miss one midterm.

If you are unable to take the final at the designated time, you must follow the procedures in
the Lehigh Student Handbook. No makeup final will be given except on the o�cial makeup day as
determined by the Registrar. The final exam is not comprehensive, but since the tools you learn in
the first half of the course will be highly relevant to the second half, you should not forget all the
materials covered before the midterm.

You are not responsible for textbook material that I did not teach in class assign you to read.

Class attendance

While attendance is not part of the final grade, you must be in class to participate and to learn
the material. Participation in class could make a di�erence in your grade if you are right on the
borderline. I reserve the discretion in giving a bump-up or not.

Communication I will be using Course Site as the major means of our communication outside
the classroom. Do login regularly. And I welcome your emails whenever you have any questions. I
will answer in emails if the questions are simple enough; otherwise I will ask you to talk to me in
person.

If you run into any problems or di�culties, it is always better to talk to me sooner than later.

Electronic Devices I count on your judgement and discipline regarding the uses of electronic
devices in the classroom. Exercise your discipline and respect other students and the instructor.
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Tentative Schedule of Lecture

No. Date Subject Text
1 8/25

(Tue)
Introduction

- course outline and purpose
Math Review

Chapter 1
Chapter 2

2 8/27
(Thur)

Consumer Preferences, I

- utility concepts, marginal utility
- indi�erence curves
- axioms of preferences

Chapter 3

3 9/1
(Tue)

Consumer Preferences, II

- mathematics of indi�erence curves
- marginal rate of substitution
- preference examples

Chapter 3

4 9/3
(Thur)

Budget Constraint and Utility Maximization

- definition, derivation
- budget constraint examples
- derive optimal consumer choice

Chapter 4
Chapter 5

5 9/8
(Tue)

Utility Maximisation Problems

- examples of interior solutions and corner
solutions
- demand function
Homework 1 Due before Class

Chapter 4
Chapter 5

6 9/10
(Thur)

Income and Subsititution E�ects, I

- how does income and price changes a�ect
consumer choice
- normal and inferior good

Chapter 5

7 9/15
(Tue)

Income and Subsititution E�ects, II

- slutsky equation
- substitutes and complements

Chapter 5
Chapter 6

8 9/17
(Thur)

Individual and Market Demand

- demand aggregation
- elasticity of market demand
- consumer surplus
Homework 2 Due before Class

Chapter 6
Chapter 12

9 9/22
(Tue)

Midterm 1

10 9/24
(Thur)

Risk and Uncertainty, I

- uncertainty
- risk preference, expected utility
- risk aversion, risk premium

Chapter 7
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No. Date Subject Text
11 9/29

(Tue)
Risk and Uncertainty, II

- demand for risky asset
- examples

Chapter 7

12 10/1
(Thur)

Production, I

- production function, marginal product
- isoquant, the rate of technical substitution
- violation of classical assumptions and
solutions

Chapter 9

13 10/6
(Tue)

Production II

- return to scale, examples
Cost Function

- cost of inputs
- cost minimizing input choices
- cost function
- various cost concepts

Chapter 9
Chapter 10

14 10/8
(Thur)

Profit Maximization, I

- duality
- define profit maximization problem
- derive the optimal condition
- define competitive market
- short-run supply curve
Homework 3 Due before Class

Chapter 10

10/13
(Tue)

Pacing Break Chapter 11

15 10/15
(Thur)

Profit Maximization, II

- review short-run, long-run cost curves
- long-run supply curve
- constant cost, increasing cost, decreasing cost
Competitive Equilibrium

- competitive market
- short-run price det

Chapter 10
Chapter 12

16 10/20
(Tue)

Economic E�ciency and Welfare Analysis

- consumer surplus, producer surplus
- e�ciency
- price controls and shortagesermination
- lon-run equilibrium
Homework 4 Due before Class

Chapter 12

18 10/22
(Thur)

Incidence Analysis

- tax incidence
Review

Chapter 12

19 10/27
(Tue)

Midterm II
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No. Date Subject Text
19 10/29

(Thur)
Monopoly

- monopoly
- monopoly’s profit maximization problem
- markup, lerner index
- monopoly vs. competitive equilibrium
- price discrimination
- regulating monopoly

Chapter 14

21 11/3
(Tue)

Game Theory, I

- players, strategies, payo�s
- Nash equilibrium
- prisoner’s dilemma

Chapter 8

22 11/5
(Thur)

Game Theory, II

- battle of the sexes
- best-response diagram

Chapter 8

23 11/10
(Tue)

Imperfect Competition, I

- oligopoly
- Bertrand model
- Cournot model
Homework 5 Due before Class

Chapter 15

24 11/12
(Thur)

Imperfect Competition, II

- capacity constraints
- product di�erntiation
- monopolistic competition
- welfare comparison

Chapter 15

25 11/17
(Tue)

Imperfect Competition, III

- entry and exit
Asymmetric Information

- adverse selection

Chapter 15

26 11/19
(Thur)

Asymmetric Information

- adverse selection examples
- moral hazard
- moral hazard examples: insurance, wage

Chapter 18

27 11/24
(Tue)

Externality

- externality and allocative ine�ciency
- market failures

Chapter 19

/ 11/26
(Thur)

Thanksgiving Break

28 12/1
(Tue)

Public Goods

- attributes of public goods
- public goods and resource allocation
Homework 6 Due before Class

Chapter 19

29 12/3
(Thur)

Review
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