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The course information as follows may be subject to change, either during the session because of unforeseen
circumstances, or following review of the course at the end of the session. Queries about the course should be
directed to the course instructor.
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This course introduces you to the study of microeconomics, a major field and a foundational field in
economics that analyzes the behavioral pattern of various economic agents, encompassing consumption,
production, market competition and monopoly, and government intervention. Building on basic analytical
tools, we investigate how economics can provide insights into many behaviors of individuals, firms and
government agencies.
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After taking this course you should have developed an understanding of the basic topics in microeconomics.
You should be able to employ qualitative and quantitative methods to analyze and explain to others how
various behaviors of economic agents and government policies can be explained by economics. You will be
equipped with some necessary microeconomics knowledge for the study of various courses in finance.
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Course Contents (in Parts/Chapters/Sections/Weeks. Please notify name of instructor for course section(s), if
this is a team teaching or module course.)
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Chapter 1: Preliminaries (3 Hours)

In this chapter, learners will be provided with an overview of the basic themes of microeconomics, the definition of
markets, the difference between real and nominal prices, and understand why they need to learn microeconomics. The
learners will have a basic understanding of the themes and significance of microeconomics, and the objectives to
achieve in learning microeconomics.

Chapter 2: The Basics of Supply and Demand (3 Hours)

In this chapter, learners will learn about the concepts of supply and demand, the market mechanism, the market
equilibrium, the factors affecting the changes in market equilibrium, the definitions and calculations of the elasticities of
supply and demand, the differences between short-run and long-run elasticities of supply and demand, the
understanding and prediction of the effects of the changes in market conditions, and the impacts of government
intervention in markets.

Chapter 3: Consumer Behavior (3 Hours)

In this chapter, learners will learn the concepts of consumer preferences, budget constraints, consumer choice, revealed
preference, marginal utility, the law of diminishing marginal utility, conditions for optimal consumer choices, and the
approaches to constructing cost-of-living indexes.

Chapter 4: Individual and Market Demand (3 Hours)

In this chapter, learners will learn the concepts of individual demand, the income and substitution effects induced by
price changes, the concepts of market demand, consumer surplus, network externalities in consumption, and the
methods of empirical estimation of demand.

Chapter 5: Uncertainty and Consumer Behavior (3 Hours)

In this chapter, learners will learn about the definition of risk in economics, the different types of attitudes toward risks,
and different ways to reduce the effects of risks and uncertainty. Learners will then understand how to analyse the
demand for risky assets. Some basic concepts of behavioural economics will also be introduced.

Chapter 6: Production (3 Hours)

In this chapter, learners will learn about the definition of the technology of production in economics, and understand two
types of production functions, i.e., production with one variable input (labor) in the short run and production with two
variable inputs (labor and capital) in the long run. Learners will also learn the concepts of increasing, constant and
diminishing returns to scale.

Chapter 7: The Cost of Production (3 Hours)

In this chapter, learners will learn about the different types of production costs, the differences in short-run and long-run
costs, the concepts of economies of scope, the dynamic changes in costs (learning curve), and the estimation and
prediction of costs.

Chapter 8: Profit Maximization and Competitive Supply (4 Hours)

In this chapter, learners will learn about the concepts of perfectly competitive markets, firms’ objective of profit
maximization, marginal revenue, marginal cost and profit maximization. Learners will understand how firms choose
output in the short run and in the long run, and the short-run and long-run market supply curves.

Chapter 9: The Analysis of Competitive Market (4 Hours)

In this chapter, learners will learn systematically how to assess the impacts of government policies on social welfare.
Learners will first understand the concepts of consumer surplus and producer surplus and their roles as basic tools in
measuring social welfare changes. Next, learners will learn the meaning of the efficiency of a competitive market.
Learners will then use these analytical tools to assess the effects of various government economic policies such as
minimum prices, price supports and production quotas, import quotas and tariffs, and taxes or subsidies on social
welfare.

Chapter 10: Market Power: Monopoly and Monopsony (4 Hours)
In this chapter, learners will learn about the concepts of monopoly, monopoly power, the sources of monopoly power, the
social costs of monopoly power, monopsony, monopsony power, and the government’s antitrust laws to limit market
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Chapter 11: Pricing with Market Power (4 Hours)

In this chapter, learners will learn about how monopolists capture consumer surplus, the different types of price
discrimination, intertemporal price discrimination and peak-load pricing strategies, the two-part tariff, bundling, and
advertising.

Chapter 12: Monopolistic Competition and Oligopoly (4 Hours)
In this chapter, learners will learn about the concepts of monopolistic competition, oligopolistic competition, price
competition, competition versus collusion, the prisoner’s dilemma and its implications for oligopolistic pricing, and cartels.

Chapter 13: General Equilibrium and Economic Efficiency (4 Hours)

In this chapter, learners will learn about the meaning of general equilibrium analysis, the efficiency in exchange, equity
and efficiency, efficiency in production, the gains from free trade, the efficiency of competitive markets, and why market
failures take place.

Chapter 14: Externalities and Public Goods (3 Hours)

In this chapter, learners will learn about the concepts of externalities and market failure, the importance of property rights
in addressing externality problems, common property resources and the tragedy of common property, the provision of
public goods, and the private preferences for public goods.

b R H e 2% %K Textbook and Supplementary Readings
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This Course has been approved by the following person or committee of authority




