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Instructor:  James Hodge, PhD 
Lectures: Wednesdays, 6:20 PM - 8:20 PM, L120, 12 Waverly Place  
Instructor’s office: 503, 19 West 4th Street 
Instructor’s email address: jhh301@NYU.edu 
Instructor’s Telephone: (914) 217-6858 
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Course Description:  
 
This course is designed to introduce the student to advanced microeconomics. 
Its focus is on teaching the classical concepts of microeconomics, reinforced with 
the precision of modern analysis and appropriate mathematical techniques. The 
first part of the course will cover the formal development of demand and supply 
analysis, the cornerstone of economics. We will discuss utility, demand, costs 
and supply, and partial equilibrium. 
 
In the second half we will expand the analysis to general equilibrium, welfare 
economic theorems, monopoly, imperfect competition, strategic relationships, 
public goods and externalities. We will examine these issues using traditional 
models as well as more modern models which incorporate the basic principles of 
game theory.   
 
The course will follow the presentations developed in the main texts by Friedman 
and Kreps. As an alternative to Kreps, students may find the same material in 
Varian’s advanced text and Jehle’s and Reny’s book.  These readings  will be 
complemented by readings from Carlton’s and Perloff’s Modern Industrial 
Organization and several articles.  
 
In addition to the normal class, Diego will host a recitation or help/work session 
immediately following the scheduled lectures. Students are encouraged to 
attend. This is a great opportunity to think through material to which you have 
been exposed and to get answers to questions you may have. 
 
Required Texts: 
 
David Kreps, A Course in Microeconomics. 1990, Princeton University Pres. The 
text is based on Krep’s course at Stanford. It has two distinguishing features. 
One, it is fairly easy to read, if chatty. Two, it devotes a considerable amount of 
time to game theory. 
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Milton Friedman, Price Theory. Aldine Publishing, 1976. 
The book is basically the published version of the lecture notes of the graduate 
price theory course Friedman taught at the University of Chicago in the 1960’s 
and 1970’s. The book is topical, rather than mathematically rigorous.  It is an 
excellent presentation of the key principles in neoclassical microeconomics.  
 
Other required readings will be handed out in class.  
 
Recommended Textbooks: 
 
 Listed below are eight additional texts, each of which presents the material in a 
different style and with different points of emphasis. Each is an important book in 
its own right.  
 
Samuel Bowles, Microeconomics: Behavior, Institutions and Evolution, Princeton 
University Press, 2004.  
This book differs from the other references in that it explores economic and 
institutional behavior using a broader and more interdisciplinary approach than 
found in most neoclassical grounded texts.  
 
Dennis Carlton and Jeffry Perloff, Modern Industrial Organization, Addison 
Wesly,2004. 
This text is one of the leading books on industrial organization. We will primarily 
read the sections which discuss various models of oligopoly.  
 
Geoffrey Jehle and Philip Reny, Advanced Microeconomic Theory, Addison 
Wesley, 3rd edition, 2011. This is a relatively new text which combines both  
formal and intuitive approaches to the study of microeconomics. It was used last 
year as one of the required texts. It is excellent, but students found it hard to 
understand. 
 
Andreu Mas-Colell, Michael Whinston, and Jerry Green, Microeconomic Theory, 
Oxford University Press, 1995. This book is the outgrowth of the microeconomic 
lectures given in Harvard’s graduate program. The book is comprehensive and 
mathematically rigorous. 
  
Walter Nicholson, Microeconomic Theory: Basic Principles and Extensions, 
Thomson, 10th ed., 2007. This is a widely used text in microeconomic courses 
and begins to apply advanced techniques to the study of microeconomics. In the 
past, this text has been as the main text for the current course. It still provides a 
thorough and detailed examination of key techniques.  
 
 



 
 
Steven Tadelis, Game Theory: An Introduction. Princeton University Press, 2013. 
This is a brand new text which presents the key principles in game theory in a 
straightforward and understandable manner. 
 
Hal Varian, Microeconomic Analysis. Norton and Co. Third ed., 1992. As in the 
cases of the other texts, the book is an outgrowth of lectures given in Varian’s 
first year graduate courses. Its distinguishing feature is that it integrates a 
modern analytic approach with the classical price theory approach.    
 
Hal Varian, Intermediate Economics: A Modern Approach, 8th ed., W.W. Norton 
2010. This book is designed to be used in the intermediate courses that serve as 
the foundation in economic analysis for undergraduates. If you are rusty or do not 
have a strong analytic background, you will find it a useful supplement to Jehle’s 
and Reny’s and Varian’s more formal presentations. 
 
In addition, it may useful to keep a mathematical economics text handy. These 
books, such as Baldani’s, Bradfield’s and Turner’s Mathematical Economics  
(Thomson, 2005), illustrate how basic mathematical tools are used in the 
development of basic economic principles and models.    
 
 
Required Work and Grades: 
 
Grades will be determined on the basis of four pieces of work. A one hour in 
class mid term will be given. It will focus on techniques and issues covered in 
Krep.  
 
At the time of the mid term, students will be expected to hand in a problem set 
based on several of the questions in the appendix of Friedman’s book. A word of 
warning: Friedman’s problems are not necessarily easy. They do not require 
intricate math. They do, however, require the student to think like an economist 
and address economic problems in the context of real world issues. They require 
quite a bit of thought and care. Students are permitted (encouraged) to work in 
groups. Begin thinking about them from the start of class! Do not leave them until 
the week before they are due.     
 
A two hour final will be given at the end of the course. Similar to the mid-term, the 
first hour of the final will cover the formal topics covered in the second half of the  
course.    
 
During the second hour, students will write an essay on an economic problem 
currently plaguing developed economics caused by the misallocation of 
resources. The analysis in the essay should be developed using price theory 
tools. Think about your essay throughout the course. At the time of the exam, 



simply write it up. (No notes will be allowed in the exam. Think through your 
essay well in advance. I will be looking for soundness of economic argument, not 
a demonstration of technique or references to the literature.) 
   
Each of these four work efforts will count for 25% of the grade. 
 
In addition, homework problems will be assigned. They will be due every other 
week. In terms of grades, the quality of the homework will serve as a ‘tie-breaker’ 
when it is unclear as to what overall grade the student has earned. (For example, 
the homework could make a difference in whether a person receives a B+ or A-.) 
Failure to turn in all homework on time will result in a full grade deduction from 
the final grade. (For example, an A would become a B) 
    



Class Date Topic Primary Secondary 
Readings Readings

Outside of Friedman Ch 1 
Class Jehle and Reny, Review Math Appendix

1 Jan 30th Preferences, Utility Jehle and Reny, pp 3-27 Varian, Ch 7
and Choice-1 Friedman, Chs 2, P 12-47 Mas-Colell, Ch 1 & 2

2 Feb 6th Preferences, Demand Jeny and Reny, pp 28-48 Varian, Ch 8
and Expenditures Friedman, Ch 2, P47-64 

3 Feb 13th* Demand, Income & Jeny and Reny, pp. 48-63 Varian, Ch  9 & 10
Substitution Effects Friedman Ch 3 Mas-Colell, Ch 3 & 4

4 Feb 20th Duality, Revealed Jeny and Reny, pp 73-97
Preferences Friedman, Ch 4

5 Feb 27th* Theory of the Firm Jehle and Reny, Ch 3 Friedman, Ch 6
Profit Maximization Friedman, Ch 5 Varian, Ch 6

6 Mar 6th Partial Equilibrium Jehle and Reny, Ch 4 Nicholson, Ch 11
Mas Colell, Ch 10

7 Mar 13th Mid Term   

Mar 20th  Spring Break

8 Mar 27th General Equilibrium Jehle and Reny, pp 195-236 Mas-Colell, Ch 15, 16 & 17
and Welfare Economics  Bowles, Ch 10

9 Apr 3rd* General Equilibrium Harberger Article
and Welfare Economics

10 Apr 10th Imperfect Competition Carlton, Ch 4 &6 Varian, Ch 14
and Monopoly Mas-Colell, Ch 12

11 April 17th* Strategy & Game Theory Varian, Ch 15 Mas-Colell, Ch 7,8, 9
 Carlton, Ch 9 Jehle and Reny, pp 305-32

 
12 April 25th Strategy & Game Theory Jehle and Reny, pp 325-365

  
13 May 1st* Public Goods Varian, Ch 23 & 24 Mas-Colell, Ch 13 & Ch 14

Externalities

14 May 8th Public Goods Coase Article
Externalities

May 25th Final Exam
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