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In every chapter of this new edition, our focus remains on the modern core
of its respective area. We continue to believe that this approach enables
the careful reader to build a deep understanding of the principal pillars of
moédern microeconomics and to see the connections among them. We are
grateful that so many students and colleagues seem to agree.

There are exercises at the end of every chapter, and working through
as many of these as possible is the surest way to master the material. Hints
and answers for selected exercises are provided at the end of the book,
along with lists of theorems and definitions appearing in the text. We also
plan to maintain a Readers’ Forum on the web, where readers can exchange
solutions to exercises in the text. The Readers’ Forum can be reached at
http:/falfred.vassar.edu.

In preparing this new edition, we have taken the opportunity to make
one major structural change. As more and more students enter graduate
programs better prepared in mathematics, we believed we could safely
move the pure mathematics to an appendix. There, it will still be available
for those who want a refresher or for those who need to fill a gap in their
preparation, but it will not stand in the way of instructors who feel their
students are prepared to jump right into microeconomic theory from day
one. The two full chapters of the Mathematical Appendix still provide
students with a lengthy and largely self-contained development of the set
theory, real analysis, topology, calculus, and modern optimization theory,
which are indispensable in modern microeconomics. The exposition is
formal but presumes nothing more than a good grounding in single-variable
calculus and simple linear algebra as a starting point. We suggest that even
students who are very well-prepared in mathematics browse both chapters
of the appendix early on. That way, if and when some review or reference
is needed, the reader will have a sense of how that material is organized.

The basic structure of the rest of the text has remained unchanged.




Xiv

Part 1is devoted to modern consumer and producer theories. We treat
consurner theory first, and at some length—both because of its intrinsic
importance and because its methods and results are paradigms for many
other topic areas. Producer theory is next, and we draw attention to the
many formal similarities between these two important building blocks of
modern microeconomics.

In Part 11, we examine the behavior of economic agents when they
come together on markets. We fully develop neoclassical models of com-
petitive and noncompetitive market structures, and we take a first look at
how market structure, market equilibriom, and economic efficiency are
related. This is followed by the theory of general equilibrium, where we
consider some of the same questions at the level of the economic system.
The chapter on social choice and welfare provides an accessible introduc-
tion to systematic normative analysis.

Strategic behavior is the subject of Part III. A lengthy chapter on
game theory provides careful and detailed instruction on both strategic and
extensive form games. This is followed by a chapter on the economics of
information, where we adopt a game-theoretic approach to this important
area of current activity and interest. The final chapter offers a careful
development of the modern theory of auctions, one of the most active
frontiers in theoretical research today.

We have been fortunate to receive helpful suggestions from many
careful readers of the previous edition. Many of those suggestions (and all
contributed corrections) are included in this edition. The text is stronger
for the help these colleagues, friends, and students volunteered, and we
extend our grateful appreciation to all of them.

PREFACE
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