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IKT 213-MICROECONOMICS I 

Course Description and Objectives 

 You’ve seen IKT 105, and you know that economics is the social science of choices. Now it’s time to 

introduce you to the way that economists build mathematical models to understand these choices. 

Microeconomics is micro because its goal is to capture the motivation of individual economic agents 

– person, household, firm or government – and how they interact in markets. Microeconomic theory 

can help us answer questions like: 

 • As a kid, how (and why) did you allocate your allowance between saving and spending? 

 • When does a firm decide to increase production or to shutter its doors temporarily?  

• What determines prices? Why does scarcity drive up prices?  

• Do markets always allocate resources perfectly? What happens if there is a good that isn’t bought 

or sold in markets (like pollution)?  

• What happens when individuals find themselves in strategic situations – when my well-being 

depends on the actions of someone else’s actions in addition to my own?  

If these questions look familiar, it’s because we’ve looked at them in IKT 105. But at that time, we 

primarily addressed these questions through stories and graphs. In this course, you will learn the 

value of building mathematical models in answering the questions. Mathematics allows us to build 

much more precise models and allow us to strip a model down to its most important components 

and interactions. It is crucial to remember that although models – especially those expressed 

mathematically – may seem overly simplistic at first, the art of being an economist is to impart 

economic meaning and conclusions to the equations, derivatives and graphs we derive. 2 The payoff 

is a deeper understanding of the importance that logical modeling and critical thinking play in 

economics. It will also be a fundamental foundation for further advanced courses in microeconomics, 

such as Public Economics, Industrial Organization, Labor Economics and Natural Resource Economics. 

 

Textbook and Course Materials  

The following materials are required for this course. Textbook. The textbook for this course is Hal 

Varian’s, Intermediate Microeconomics: A Modern Approach, 8th edition. Older print editions are 

okay (6th and 7th editions are quite common). 

 

 



Grading 

Assignments (15%), 1 Midterm (35%), 1 Final (50%). 

 

Course Outline: The course outline and the textbook coverage (in brackets) are subject to change. 

You will not be expected to read everything in the textbook, just what is relevant to material we 

cover in lectures. 

 Part 1: Theory of the Consumer  

WEEK 1:The Market & an Introduction to Modeling [Ch 1], Budget Constraint [Ch 2].  

WEEK 2: Preferences [Ch 3]. Utility [Ch 4].  

WEEK 3: Choice [Ch 5, skipping discrete good case in 5.3].  

WEEK 4: Demand [Ch 6, de-emphasize the homothetic and quasilinear examples in 6.3; skip discrete 

good in 6.6], Revealed Preference [Ch 7, but skip 7.6-7.9]. Slutsky Equation [Ch 8, but skip 8.5, 8.8, 

8.9].  

WEEK 5: Tues., 2 Oct.: Two Applications of Choice: Labor Supply & Intertemporal Choice [9.8, 9.9, 

10.1-10.4 ONLY].  

WEEK 6: Consumers’ Surplus [Ch 14], Market Demand [Ch 15]. 

Part 2: Theory of the Firm  

WEEK7: Technology [Ch 18]. Costs [Ch 20]. 

WEEK 8: Profit Maximization [Ch 19]. Firm Supply under Perfect Competition [Ch 22]. 

WEEK 9:  : Industry Supply under Perfect Competition [Ch 23] 

Part 3: General Equilibrium & Market Failures 

WEEKS 10-11-12: Exchange [Ch 31] 

 

 

 


