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Preface

Thank you for making the first edition of Managerial Economics and Busi-
ness Strategy such a success. I introduced that text to the marketplace
because I believed that a modern managerial economics course must blend
tools from intermediate microeconomics, industrial organization, and game
theory. Happily, I am not alone in that position. Users praised the first edi-
tion both for its balanced coverage of topics and for its flexibility. Feed-
back from other managerial economics instructors encouraged me to stay
the course.

As in the first edition, this second edition includes modern topics that
have not traditionally been covered in managerial economics textbooks—
contracts, vertical integration, bargaining, principal-agent problems, oligop-
oly, multistage and repeated games, auctions, and search, to name just a few.
I am gratified by the positive response to my treatment of the organiza-
tion of the firm (Chapter 6), oligopoly (Chapter 9), game theory (Chap-
ter 10), pricing strategies (Chapter 11), and the economics of information
(Chapter 12). But Managerial Economics and Business Strategy also covers
traditional topics such as present value analysis, supply and demand, elastic-
ities, regression analysis, indifference curve analysis, production theory and
costs, and the basic models of perfect competition, monopoly, and monop-
olistic competition, which makes it appropriate for a wide variety of mana-
gerial economics classrooms.

In preparing for this revision, my editors at Irwin and I gathered a lot
of information about the managerial economics market in general (through
a series of surveys and manuscript reviews) and about the first edition of my
book. The results of this market research were very interesting indeed. First,
there is a significant amount of change going on in managerial economics
classrooms and, as a result, these instructors have genuinely heterogeneous
needs when it comes to textbooks. Users of the first edition of this text
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assured us that they could easily exclude material or even entire chapters
without losing continuity. The second edition preserves this flexibility, so
that instructors are free to choose the topics they deem most important.
Clearly this depth of flexibility is key in a time of such great change.

New to the Second Edition

Based on extensive feedback from reviewers and users of the first edition,
the book has been improved in several areas. While the basic layout and
structure remains the same, the writing style has been smoothed out and,
where needed, explanations have been sharpened. Several new topics have
been included in the second edition, including transfer pricing and more
detailed treatments of moral hazard, adverse selection, and price discrimi-
nation. To accommodate the needs of instructors who teach regression
techniques, the coverage of regression analysis in Chapter 3 has been sub-
stantially expanded. An important addition, according to the reviewers, is
the material that shows students how to perform and interpret regressions
from standard spreadsheet programs like Excel or Quattro Pro that are read-
ily accessible to students and managers.
Here is a partial list of changes in the second edition:

- Updated and expanded ‘“Headlines”

- Expanded coverage of regression analysis

- New and revised end-of-chapter problems

- Spreadsheet-based data diskette

- Expanded coverage of elasticities

- Expanded treatment of price discrimination
+ Transfer pricing

- Updated “Selected Readings”

- Extensive list of “Additional Readings”

Key Features

Headlines

As in the first edition, each chapter begins with a Headline that is based on
a real-world economic problem—a problem that students should be able to
address after completing the chapter. The headlines have been thoroughly
revised and expanded, and reveal the types of practical issues that can be
addressed after completing a chapter. Each headline is answered at the end
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of the relevant chapter—when the student is better prepared to deal with the
complications of real-world problems. Adopters of the first edition liked the
headlines not only because they motivated students to learn the material in
the chapter, but because the answers at the end of each chapter taught stu-
dents how to think like an economist.

Demonstration Probleins

I firmly believe that the best way to learn economics is to work problems.
So, in addition to the problems contained in the Headlines to each chapter,
many Demonstration Problems are sprinkled throughout the narrative. De-
tailed answers to the problems are given in the main text. Users of the first
edition found this feature not only provides students with a low-cost way of
verifying that they have mastered the material, but they also reduce the cost
to students and instructors of having to meet during office hours to discuss
answers to problems.

Inside Business Applications

The second edition contains updated boxed material (called Inside Business
applications) that illustrate real-world applications of the theory developed
in the text. As in the first edition, I have tried to strike a balance between
applications drawn from the current economic literature and the popular
press.

Calculus and Non-Calculus Alternatives

Users of the first edition remarked how easy it was to include or exclude the
calculus-based material without losing content or continuity. That’s because
the basic principles and formulae needed to solve a particular class of eco-
nomic problems (e.g., MR = MC) are first stated without appealing to the
notation of calculus. Immediately following each principle or formula is a
clearly marked Calculus Alternative. Each of these calculus alternatives
states the preceding principle or formula in calculus notation, and explains
the relation between the calculus- and non-calculus-based formula. Thus,
the book is designed for use by professors who want to integrate calculus
into managerial economics, and by those who do not require students to use
calculus.

Key Terms and Concepts

Each chapter ends with a list of key terms and concepts. These provide an
easy way for professors to glean material covered in each chapter and for
students to check their mastery of terminology.
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End-of-Chapter Problems

Reviewers and survey respondents both commented on the importance of
breadth and depth in the end-of-chapter problem material in managerial
economics textbooks. When I looked critically at my first edition, I realized
that I had not adequately met this important need. I needed to write more
of them and I needed to provide a greater variety of problems for you, the
instructors, to choose from. While some of the first edition material was
revised and retained, I have added more than 100 end-of-chapter problems
to this edition. As in the first edition, answers to selected problems are pre-
sented in an appendix at the end of the book and a complete set of answers
is available to instructors in the instructor’s manual.

Suggested Readings/Additional Readings

At the end of each chapter, you will find an updated list of suggested read-
ings. In addition, I’ve included an end-of-book appendix that contains an
extensive list of additional readings for each chapter. These readings will be
very useful for professors who wish to assign course papers, projects, or
who use the mini-cases also included in the instructor’s manual.

Supplements

Instructor’s Manual

Richard Beil and I prepared a revised instructor’s manual that provides (1) a
summary of each chapter, (2) a teaching outline for each chapter, (3) a set
of open-ended mini-cases compiled by Darrell Parker, (4) complete answers
to all end-of-chapter questions, (5) a hard-copy of the questions contained
in the computerized test bank, and (6) transparency masters for key figures
in the text.

Computerized Test Bank

The exam questions provided in the instructor’s manual are also available in
a computerized test bank. There is a WordPerfect 5.1 computerized testbank
as well as Irwin’s Windows-based Computest to serve the needs of all
adopters.

Data Disk

By popular demand, I have written a data diskette that contains the raw data
for 100 regression problems. A copy of this spreadsheet (e.g., Excel or
Quattro Pro)-based data disk accompanies each student book. Regression
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output for each of these problems is contained on a separate data diskette
that accompanies the instructor’s manual.

Student Workbook

In addition to the numerous problems and answers contained in the text-
book, a thoroughly revised study guide prepared by yours truly rounds out
the assortment of ancillaries for the second edition of Managerial Econom-
ics and Business Strategy.
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