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In some respects, this new edition is the same tried and true book. It has always
been my hope that Intermediate Microeconomics and Its Application will pro-
vide for students a clear and concise introduction to the ways in which econo-
mists explain the operations of markets. I hope that each successive edition of this
book continues to approach this goal ever more closely.

In many other respects, however, this is a new book. I have tried to simplify
some of the more opaque sections of prior editions and have worked hard to
make certain that the analysis in the book is phrased in ways that make more
intuitive sense to students. In addition, this is my first edition with South-
Western/Thomson Learning and they have managed to give the book a fresh new
look and a clearer presentation. All in all, I think both students and faculty will
be happy with this latest incarnation.

| NEW TO THE NINTH EDITION

Some of the specific changes and additions I have made to the theoretical material
in the ninth edition include:

e A simplified presentation of both demand (consumer surplus) and cost con-
cepts so that much extraneous material can now be avoided

e Some reorientation of the material on the competitive model that especially
focuses on providing a more compact coverage of general equilibrium ideas
Major revisions to the factor market material in the text
Some extensions of the theory of externalities and public goods to illustrate to
students further uses of these important concepts
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| APPLICATIONS AND INTERNET EXERCISES

This edition again features many new applications on such topics as:

The California Electricity Crisis
Internet Auctions

Casino Gambling

New Protectionism in Steel
Derivative Securities and Fannie Mae
Regulation of HMOs

In addition, I have tried to provide updates to all of the applications that I have
retained from the eighth edition, with a special emphasis on such current issues as
accounting fraud, stock options, and changes in airlines’ operational strategies.

This edition also features a series of Internet Exercises that have been
designed by my colleague Lisa Takeyama. The exercises are intended to show stu-
dents how they can make use of Web resources to study important and timely
economic questions.

| TEXT FEATURES

I am very proud of the features in this text that are designed to facilitate learning.
These include:

® Review Questions in each chapter that are intended to build intuition for
students

¢ InfoTrac margin notes that highlight key words throughout the text for fur-
ther study of chapter topics through the InfoTrac database of articles on the
Internet

e Extensive problems in each chapter that are intended to drive home impor-
tant analytical points (Solutions to many of these problems are also provided
as an aid to independent learning.)

¢ About five short-answer MicroQuizzes in each chapter that provide a check
for students as they read

* Questions associated with each Application that motivate students to put the
material presented into a broader perspective

® A detailed Glossary that is available both in the margins of the text and gath-
ered together at the end

All of these aids have been revised and updated for this edition when appropriate.
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| SUPPLEMENTS TO THE TEXT

A helpful array of supplements are available with this edition to both students
and instructors.

An Instructor’s Manual with Test Bank, by Walter Nicholson, Amherst
College, contains summaries, lecture and discussion suggestions, list of glos-
sary terms, solutions to problems, multiple-choice test bank, and suggested
test problems. The Instructor’s Manual with Test Bank is available on the text
Web site to instructors only.

A Study Guide and Workbook, by Brett Katzman, Kennesaw College,
includes learning objectives, fill-in summaries, multiple-choice questions,
glossary questions, exercises involving quantitative problems, graphs, and
answers to all questions and problems.

Microsoft PowerPoint Slides, revised by Mark Karscig, Central Missouri
State University, are available on the text Web site for use by students as an
aid to note taking and by instructors for enhancing their lectures.

A text Web site at http://nicholson.swcollege.com contains links to the end-
of-chapter Internet Exercises, on-line quizzes, InfoTrac, instructor and stu-
dent resources, economic applications, and more.

Economic Applications (e-con @pps) at http:/leconapps.swcollege.com is the
site for South-Western’s dynamic Web features: EconNews On-Line,
EconDebate On-Line, and EconData On-Line. Organized by pertinent eco-
nomic topics and searchable by topic or feature, these features are easy to
integrate into the classroom. EconNews, EconDebate, and EconData all
deepen your understanding of theoretical concepts through hands-on explo-
ration and analysis for the latest economic news stories, policy debates, and
data. These features are updated on a regular basis. The Economic
Applications Web site is complementary to every new book buyer via an
access card that’s packaged with the books. Used book buyers can purchase
access to the site at hitp://econapps.sweollege.com.

InfoTrac College Edition has passwords packaged with every new copy of the
textbook. InfoTrac is a fully searchable on-line university library containing
complete articles and their images. Its database allows access to hundreds of
scholarly and popular publications—all reliable sources, including maga-
zines, journals, encyclopedias, and newsletters—with the key words provided
in the text.

| TO THE INSTRUCTOR

Using this new edition should prove easy both for new adopters and for users of
the previous edition. New adopters will find that the book proceeds in a very
standard way through demand, supply, and market structure. It is possible to
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adopt a “bare bones” approach to the subject by covering only this material, or
one may add extra topics from the final section of the book that covers factor
markets, uncertainty, and externalities.

For previous users of the text, there are virtually no changes here that should
affect class scheduling. The most important change is my deletion of the chapter
on general equilibrium and inclusion of some of its material in an appendix to the
perfect competition chapter. This change was made on the advice of many
reviewers who pointed out that the general equilibrium material was somewhat
out of keeping with the applied nature of the remainder of the text. I have bowed
to their collective judgment.

As always, any comments on the text and its accompanying ancillaries would
be most appreciated. Ever since the advent of the Internet, I have accumulated a
vast collection of e-mail correspondence. I especially encourage users of the book
to contact me in this way (the address is wenicholson@amberst.edu).

| TO THE STUDENT

This book really is intended to make it easier for you to learn microeconomics.
Although the book pulls no punches in terms of insisting you learn “the real
thing,” it has been extensively reworked over the years to make that process as
clear and streamlined as possible. Of course, there may still be places in the text
that you don’t like or find confusing. I would very much like to hear from you
about these. I would also be interested in knowing whether you find the applica-
tions useful and enjoyable or, if not, how they might be improved. Prior editions
of the book owe a great debt to the perceptive comments of students, and I expect
that will be the case for this new version as well. If you feel so inclined, drop me
an e-mail (wenicholson@amberst.edu).

| ACKNOWLEDGMENTS

The first debt of gratitude I must acknowledge for this edition is to Jeff Gilbreath
of South-Western/Thomson Learning. He introduced me to the company and
helped me in planning this edition. His death in the summer of 2002 cut short
what I had hoped would turn into a highly productive, long-term working rela-
tionship. I am very grateful to Peter Adams who gave me good advice in Jeff’s
absence and especially to Susan Smart who, despite being overworked in the
extreme, helped to pick up where Jeff had left off and got the text done pretty
much on schedule. I hope this book justifies Jeff’s faith in it.

As to the specifics of this new edition, I drew especially on a series of very use-
ful reviews of the eighth edition that were kindly provided by Hassan Y. Aly,
Ohio State University; Laurie J. Bates, Bryant College; Tibor Besedes, Rutgers
University; Donald R. Booth, Chapman University; Barry Haworth, University of

XXiii



XXiV

Preface

Louisville; Gerrit Knaap, University of Illinois at Urbana-Champaign; Tim Sass,
Florida State University; and Mark Walker, University of Arizona.

The suggestions of these reviewers about what should be covered in the book
(and what should be omitted) proved to be good advice that I hope I have fol-
lowed as faithfully as possible. These reviewers’ thoughts on the suitability of
various applications in the text were also most helpful.

Ambherst students who assisted me with this and previous editions include:
Mark Bruni, Stephanie Cogen, Morgan Delano, Adrian Dillon, David Macoy,
Katie Merrell, Jeff Rodman, and Sujith Vijayan. To them and to all of their col-
leagues who used the text, I owe a debt of appreciation for keeping me “on mes-
sage.” I also appreciate all of the useful comments I have received from my
Ambherst colleagues who use this text, Lisa Takeyama and Frank Westhoff. I am
thankful that they appear to use it voluntarily and actually seem none the worse
for it.

I have been very impressed by the professional staff at South-Western/Thomson
Learning who made this edition happen. In addition to Peter Adams and Susan
Smart, I owe special gratitude to Chris Hudson who guided the production of the
book. On more than one occasion, he caught my errors and made sure everything
was here. C. Jeanne Patterson did an exceptional job in copyediting the text; I
believe that the writing style here is much improved and hopefully devoid of the
professor-speak that inevitably sneaks into my prose if I am not careful. The
attractive and innovative design for this edition is the work of Stacy Shirley. I
believe users will appreciate the fine job she did in making the appearance of the
book more lively and interesting.

Because all of my children (Kate, David, Tory, and Paul) have now become
adults, it is only my wife Susan and our sedate dog Tobler who have to put up
with my “new edition” moods. This year was a very difficult one for Susan; we
are all grateful that it is ending better than it began. I hope that working on this
edition did not take too much of my time away from what is really important.

It is hard to pretend to be young when you have three grandchildren (Beth,
Sarah, and David). My dedication of this edition to them is not only a feeble
attempt to lure them into reading it someday but also a statement about how
happy I am that they are here.

Walter Nicholson
Amberst, Massachusetts
April 2003
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