
Syllabus
ECO 146: Applied Microeconomic Analysis

Fall 2017, Section 013
Instructor: (Daisy) Weijia Dai
Time: M/W 8:45 - 10:00 AM

Room: Rauch Business Center 151

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.

Administrative

• Instructor: Daisy Dai

– O�ce: Rauch Business Center 402
– Email: wed215@lehigh.edu
– O�ce hours: Mon/Wed 1:00-2:00pm

• MyEconLab Course ID: dai13165 (registration opens on 8/28)

• Grader: Shuo Zheng

Prerequisites

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

Textbook and Readings

Required textbook:
Robert Pindyck and Daniel Rubinfeld [PR]. Microeconomics - 9th Edition, Pearson, 2018

(Publisher Link).
Additionally, you will need to have MyEconLab access, which contains online study aids and

allows completing homework assignments and quizzes. The purchase of a new book usually includes
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a subscription (access card) to MyEconLab. Otherwise, you would have to buy it separately for
about $65.

The exams and the assignments will be based on the material discussed in class. Lecture notes
will be posted on Course Site. Please note that the posted lecture notes are an outline of the
material covered in class, not a comprehensive review. Not all formulas and examples are included
in the posted notes. They are not a substitute for attending class and complete assigned textbook
reading. Together with the required textbook, these lecture notes will serve as your main reference
for the course.

Course Information and Policies

Course Grades

Grades for the course will be based on:

• Attendence Checks: 5%
• MyEconLab Homework: 20%
• Midterm Exam 1: 20%
• Midterm Exam 2: 25%
• Final Exam: 30%

You will need a simple calculator during in-class exercises and exams. Please prepare one in
advance.

Exams

There will be two midterms and a final exam.
The midterms 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, if you miss
midterm 2, your final exam will carry (30+25)%=55% weight.

The final exam location and time will be designated by the university and will be announced
in class once the exam schedule is available. 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.

Homework Assignments

There will be weekly assignments, which make up 20% of your grade. All homework assignments
should be completed through MyEconLab (MEL). The course number is dai13165. The instruc-
tions for enrollment can be found on Course Site.

The homework assignments test your knowledge of past material, including both lecture material
and assigned textbook reading. They will provide instant feedback as well as tutorial tools. You
will get two tries on each homework question. Your progress on one homework can be saved and
pick up where you left o�.

The weekly homework assignments will be made available on Wednesday after class and due
on Sunday (the same week) 11:59pm . See section “Class Schedule” in the back of the syllabus for
full HW schedule and exceptions. Please note that the due dates are final and there will be no
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exceptions. As a trial, the first “Getting Started Exercises” will not be graded. There are 12 HW
in total. I will drop the 2 lowest HW grades. All other assignments will carry 2% weight each and
be counted towards the final grade.

If you have technical issues with MEL, contact MEL’s technical support as a first resource
(direct line: 1-844-292-7015). Click Here (MEL Student Support) for contact information. If you
need an extension on the homework because of technical issues with MEL, please contact MEL and
obtain your incident number. You need to forward the email with the incident number before I can
grant you an extension.

Class attendance

Attendance counts for 5% of your grade. There will be 8 random attendance checks during lectures.
Most of the attendance checks will be conducted through ungraded quizzes that cover concepts
that are usually more challenging for students. The attendance check quizzes will not be graded
for accuracy, but for e�ort.

Out of the 8 attendance checks, 5 will count towards your regular attendance grade (1% each,
making up 5% of your total grade). This builds in flexibility, meaning that you can miss up to 3
lectures and still get the full 5%. Any attendance checks beyond the 5 required ones will count as
0.33% extra credit. If you miss all 8 attendance checks, you will lose 5% of your grade.

If you need to miss class for a valid Lehigh-sanctioned reason, you need to notify me by email
or provide the appropriate documentation to me before class starts and I will count you as being
present. If you cannot provide a valid documented excuse for missing class when an attendance
check is given, you will not get attendance credit.

Communication

I will be using Course Site and emails as the major means of our communication outside the
classroom. Do login Course Site regularly and read class emails for important announcements. I
welcome your emails whenever you have any question. 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 problem or di�culty, it is always better to talk to me sooner than later.

Electronic Devices

A growing number of studies have found that computers hinder classroom learning in college and
have led to worse learning outcomes. (Brookings Report) Based on these findings, electronic devices
are discouraged during the class. You may bring electronic devices that contain course-related ma-
terial if you strongly believe that it assists your learning. I count on your judgement and discipline
regarding the uses of electronic devices in the classroom. Exercise your discipline and also respect
other students and the instructor.

University 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.
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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.

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.”
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Class Schedule

No. Date Topic Text
Reading

1 8/28
(Mon)

Introduction
- course outline, purpose, rules and requirements
- themes of microeconomics
- MEL getting started

1.1, 1.2, 1.4
familiarize
with MEL
environment

2 8/30
(Wed)

HW#1
Assigned

Review and Preliminaries
- market, the basics of supply and demand (review of
introduction course materials)
- equilibrium
- calculate elasticities of demand

2.1, 2.2, 2.3,
2.4

3 9/4
(Mon)

Overview of Consumer Behavior
Consumer Preferences, I
- basic assumptions, utility
- indi�erence curves, indi�erence maps
- properties of the indi�erence curves

3.1

4 9/6
(Wed)

HW#2
Assigned

Consumer Preferences, II
- marginal rate of substitution (MRS)
- utility and indi�erence curves, marginal utility and
MRS

3.1,
4.A1 - MRS
(P149-150)

5 9/11
(Mon)

Examples of consumer preferences
- perfect substitutes and perfect complements
Budget Constraint
- definition, derivation, examples

3.1, 3.2

6 9/13
(Wed)

HW#3
Assigned

Consumer Choice - Utility Maximization with
Constraints
- graphic illustration
- equal marginal principle
- corner solutions
MU, MRS and Consume Choice

3.3, 3.5
4.A -
P149-151

7 9/18
(Mon)

Examples of Consumer Choice
Individual Demand, I
- e�ect of price changes on choice, individual demand
curve

3.5
4.1

8 9/20
(Wed)

HW#4
Assigned

Individual Demand, II
- e�ect of income changes on consumer choice
- normal vs. inferior good, engel curves
- substitutes and complements
Income and Substitution E�ects, I
- concept and graph illustration

4.1, 4.2
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No. Date Topic Textbook
9 9/25

(Mon)
Income and Substitution E�ects, II
- gi�en goods
Individual and Market Demand
- demand aggregation (from individual to market)
- elasticity of demand

4.2, 4.3

10 9/27
(Wed)

Midterm 1

11 10/2
(Mon)

Midterm 1 Discussions
Describe Risks
- probability, expected value, variability

5.1

12 10/4
(Wed)

HW#5
Assigned

Decision Making when Risk Exists
Preference Toward Risk, I
- expected utility
- preference toward risk
- risk aversion, risk premium, risk neutral

5.1, 5.2

13 10/9
(Mon)

Preference Toward Risk, II
- examples
Ways to Reduce Risk

5.2, 5.3

14 10/11
(Wed)

HW#6
Assigned

due on
10/17

Overview of the Production Decisions of a Firm
Production, I
- technology, production function
- average product, marginal product, one or two inputs
cases
- isoquant, marginal rate of technical substitution
(MRTS)
- diminishing marginal returns

6.1, 6.2, 6.3
7.A-MRTS

10/16
(Mon)

Pacing Break (HW#6 may require advanced reading of
Ch6)

15 10/18
(Wed)

HW#7
Assigned

Production II
- return to scale
The Cost of Production, I
- various cost concepts
- cost function, marginal and average cost

6.4, 7.1

16 10/23
(Mon)

The Cost of Production, II
- cost in the short-run
- the shape of the cost curves
- cost in the long-run

7.2, 7.3

17 10/25
(Wed)

HW#8
Assigned

The Cost of Production, III
- long-run cost-minimizing input choices
- short-run and long-run cost curves

7.3, 7.4
7.A-MRTS

18 10/30
(Mon)

Midterm 2
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No. Date Subject Textbook
19 11/1

(Wed)
Midterm 2 Discussion
Perfectly Competitive Market

8.1

20 11/6
(Mon)

Profit Maximization and Competitive Supply
- marginal revenue, marginal cost, profit maximization
- short-run output choice

8.2, 8.3

21 11/8
(Wed)

HW#9
Assigned

Short-run Supply
- short run firm supply curve
- short-run market supply curve, elasticity
- producer surplus in the short run
Long-run Supply and Competitive Equilibrium
(optional)

8.4, 8.5, 8.6

22 11/13
(Mon)

Policy Interventions and Welfare E�ects, I
- consumer and producer surplus and applications
- price interventions

9.1, 9.2, 9.3.
9.4

23 11/15
(Wed)

HW#10
Assigned

Policy Interventions and Welfare E�ects, II
- tax

9.6

24 11/20
(Mon)

Market Power, Overview
Monopoly, I
- monopoly’s profit maximization problem
- measuring monopoly power

10.1, 10.2

11/22
(Wed)

Thanksgiving

25 11/27
(Mon)

Monopoly, II
- source of monopoly power (10.3 read on your own)
- social cost of monopoly
Pricing with Market Power
- price discrimination

10.3, 10.4
11.1

26 11/29
(Wed)

HW#11
Assigned

Price Discrimination
- third-degree price discrimination

11.2

27 12/4
(Mon)

Oligopoly, I
- Cournot model and equilibrium

12.2

28 12/6
(Wed)

HW#12
Assigned

Oligopoly, II
- Cournot model vs. monopoly
- Cournot model vs. collusion
- price competition

12.2, 12.3
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