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The third edition of Economics for Managers builds on the strengths of the first 
two editions, while updating the case studies and examples, the data, and the 
references supporting the discussion. Economics for Managers, Third Edition, 
does not attempt to cover all the topics in traditional principles of economics 
texts or in intermediate microeconomic and macroeconomic theory texts. As in 
the previous editions, the goal of this text is to present the fundamental ideas of 
microeconomics and macroeconomics and then integrate them from a manage-
rial decision-making perspective into a framework that can be used in a single-
semester course for Master of Business Administration (MBA), Executive MBA 
(EMBA), and other business students.

What’s New in this Edition?
This edition has been completely revised to update the industry cases and examples 
in the microeconomics section and the data and analysis in the macroeconomics 
section.

• Twelve of the sixteen chapters have entirely new cases, while the cases in the 
remaining four chapters have been updated extensively.

• New cases include: Micro- and Macroeconomic Influences on the Global Automo-
bile Industry; Demand Elasticity and Procter & Gamble’s Pricing Strategies; The 
iPhone in China; Changing Market Power for Eastman Kodak Co.; Airline Pricing 
Strategies: Will They Start Charging for the Use of the Lavatories?; Mixed Signals 
on the U.S. Economy in Summer 2012; The Chairman’s Quandary; and Strong 
Headwinds for McDonald’s.

• Linkage to the marketing literature, particularly in Chapter 4, Techniques for 
 Understanding Consumer Demand and Behavior, and in Chapter 10, Pricing Strat-
egies for the Firm, has been increased.

• The macroeconomics section of the text has been completely rewritten, given the 
changes in the macroeconomy since 2008, when the second edition was drafted.

• The macroeconomic data in the tables have been updated to 2011, and the data in 
the figures show trends from 2000 to first quarter 2012.

• The macroeconomics discussion, which makes extensive use of Federal Reserve 
Monetary Policy Reports to Congress and reports and analyses by the Congressio-
nal Budget Office, includes recent policy issues such as the impact of the Ameri-
can Recovery and Reinvestment Act of 2009, the fiscal cliff debates in 2012, and 
the Federal Reserve’s use of nontraditional policy tools to stimulate the economy.

• An extensive discussion of the situation in the European Union from 2010 to 2012, 
which includes the banking, sovereign debt, and growth crises and the impact of 
these events on managerial decision making, is presented.

Preface
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18   Preface

Motivation for the text
Most micro/managerial economics and intermediate macroeconomics texts are 
written for economics students who will spend an entire semester using each 
text. The level of detail and style of writing in these texts are not appropriate for 
business students or for the time frame of a single-semester course. However, 
business students need more than a principles of economics treatment of these 
topics because they have often been exposed to that level of material already. 
The third edition of Economics for Managers will continue to present economic 
theory that goes beyond principles of economics, but the text is not as detailed 
or theoretical as a standard intermediate economics text given the coverage of 
both micro- and macroeconomics and the additional applications and examples 
included in this text. The compactness of the text and the style of writing are 
more appropriate for MBA students than what is typically found in large, compre-
hensive principles texts.

As in the previous editions, each chapter of Economics for Managers, Third 
Edition, begins with a “Case for Analysis” section, which examines events drawn 
from the current news media that illustrate the issues in the chapter. Thus, stu-
dents begin the study of each chapter with a concrete, real-world example that 
highlights relevant economic concepts, which are then explained with the appro-
priate economic theory. Numerous real-world examples are used to illustrate the 
theoretical discussion. This approach appeals to MBA students who typically 
want to know the relevance and applicability of basic economic concepts and 
how these concepts can be used to analyze and explain events in the business 
environment.

Intended Audience
This text is designed to teach economics for business decision making to students 
in MBA and EMBA programs. It includes fundamental microeconomic and macro-
economic topics that can be covered in a single quarter or semester or that can be 
combined with other readers and case studies for an academic year course. The 
book is purposely titled Economics for Managers and not Managerial  Economics 
to emphasize that this is not another applied microeconomics text with heavy 
emphasis on linear programming, multiple regression analysis, and other quantita-
tive tools. This text is written for business students, most of whom will not take 
another course in economics, but who will work in firms and industries that are 
influenced by the economic forces discussed in the text.

A course using this text would ideally require principles of microeconomics and 
macroeconomics as prerequisites. However, the text is structured so that it can be 
used without these prerequisites. Coverage of the material in this text in one semes-
ter does require a substantial degree of motivation and maturity on the part of the 
students. However, the style of writing and coverage of topics in Economics for 
Managers will facilitate this process and are intended to generate student interest 
in these issues that lasts well beyond the end of the course.

Economics for Managers can be used with other industry case study books, such 
as The Structure of American Industry by James Brock. These books present 
extensive discussions of industry details from an economic perspective. Although 
they focus primarily on microeconomic and managerial topics, these texts can be 
used with Economics for Managers to integrate influences from the larger mac-
roeconomic environment with the microeconomic analysis of different firms and 
industries.
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Preface   19

Organization of the text
The text is divided into three parts. Part 1, Microeconomic Analysis, focuses on how 
individual consumers and businesses interact with each other in a market economy. 
Part 2, Macroeconomic Analysis, looks at the aggregate behavior of different sec-
tors of the economy to determine how changes in behavior in each of these sectors 
influence the overall level of economic activity. And finally, Part 3, Integration of the 
Frameworks, draws linkages between Parts 1 and 2.

Although many of the micro- and macroeconomic topics are treated similarly in 
other textbooks, this text emphasizes the connections between the frameworks, 
particularly in the first and last chapters. Changes in macroeconomic variables, 
such as interest rates, exchange rates, and the overall level of income, usually affect 
a firm through microeconomic variables such as consumer income, the price of 
the inputs of production, and the sales revenue the firm receives. Managers must 
be able to analyze factors relating to both market competition and changes in the 
overall economic environment so they can develop the best competitive strategies 
for their firms.

To cover all this material in one text, much of the detail and some topics found 
in other micro and macro texts have been omitted, most of which are not directly 
relevant for MBA students. There is no calculus in this text, only basic algebra and 
graphs. Algebraic examples are kept to a minimum and used only after the basic 
concepts are presented intuitively with examples. Statistical and econometric tech-
niques are covered, particularly for demand estimation, at a very basic level, while 
references are provided to the standard sources on these topics. The text places 
greater emphasis than other texts on how managers use nonstatistical and market-
ing strategies to make decisions about the demand for their products, and it draws 
linkages between the statistical and nonstatistical approaches.

Economics for Managers, Third Edition, includes little formal analysis of input 
or resource markets, either from the viewpoint of standard marginal  productivity 
 theory or from the literature on the economics of organization, ownership and 
control, and human resource management. The latter are interesting topics that 
are covered in other texts with a focus quite different from this one. The mac-
roeconomics portion of this text omits many of the details of alternative macro 
theories discussed elsewhere. Students are given the basic tools that will help 
them understand macroeconomics as presented in business sources, such as the 
Wall Street Journal, that emphasize how the national government and the Federal 
Reserve manage the economy to promote full employment, a stable price level, and 
 economic growth.

Chapter-by-Chapter Breakdown: What’s New  
in this Edition?

Part 1: Microeconomic Analysis
The third edition of Economics for Managers includes new and updated cases from 
2010 to 2012 that introduce each chapter. In some chapters, the cases are on the 
same topic as in previous editions (e.g., the copper industry in Chapter 2) to facili-
tate the transition for current users of the text.

Chapter 1 introduces an entirely new case on the global automobile industry, 
which includes a discussion of the microeconomic factors influencing competi-
tion among the major players in the industry, and the impact of macroeconomic 
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changes on the entire industry. The chapter focuses on the competition between 
Japanese and  American auto makers, how the American industry has been making 
a comeback in recent years, and how that change intensified competition among 
the  American producers. I also discuss the impact of the 2011 earthquake and 
 tsunami on the  Japanese auto industry and the effect of the 2010 recall and quality 
issues on  Toyota. Automobile production and demand changes in China are major 
issues in this  chapter. Moreover, the role of China regarding both individual firms’ 
strategies and in the larger macroeconomic environment will be a significant factor 
throughout this text.

Another theme introduced in this chapter is the impact of the global financial cri-
sis and recession on managerial strategies. General Motors and Chrysler received 
a bailout from the U.S. government to help them survive. The ongoing economic 
crisis in Europe, which I discuss throughout the text, created major challenges for 
all players in the global automobile industry. I also discuss the role of currency 
exchange rates, particularly the impact of the strong yen on the Japanese auto 
industry.

As in previous editions, this chapter presents the frameworks for the microeco-
nomic and macroeconomic analyses used throughout the text. I introduce the role 
of relative prices and discuss the different models of market competition. I also 
present the circular flow macroeconomic model that focuses on consumption (C), 
investment (I), and government spending (G), and spending on exports (X) and 
imports (M). I introduce macro policy issues, including the U.S. Federal Reserve 
policy since 2008 of targeting historically low interest rates and fiscal policy issues 
such as the American Recovery and Reinvestment Act of 2009.

These microeconomic and macroeconomic issues will be discussed again in the 
context of the fast-food industry in Chapter 16. The use of two well-known indus-
tries to frame both the microeconomic and macroeconomic discussion is a unique 
feature of Economics for Managers, Third Edition.

Chapter 2 updates the case on the copper industry that introduces the concepts 
of demand and supply and shows the extreme volatility of prices in a competitive 
industry. The current discussion highlights the issues of the global demand for cop-
per, the particular influence of China, and the problem of copper thefts due to its 
high price. I have retained much of the discussion of the copper industry from pre-
vious editions to illustrate the impact of these changes over time. Even though this 
chapter focuses on the microeconomic concepts of demand and supply, the copper 
industry has been given the name “Dr. Copper,” because strong demand and high 
prices can indicate the overall health of the economy.

New examples of the non-price factors influencing demand include (1) the impact 
on the Zippo Manufacturing Co. of changing attitudes on cigarette smoking; (2) the 
Chinese demand for pecans; (3) the effect of the Japanese earthquake on the 
demand for luxury goods in that country; (4) the increased marketing of beer and 
other products to the Hispanic community; (5) the return of the practice of layaway 
in department stores; and (6) the effect of substitutes on Nestle bottled water.

New examples of the non-price factors influencing supply include (1) the effect 
of new technology on pecan growers; (2) the impact of high pecan prices as inputs 
for bakers; (3) the impact of high oil prices on the supply of natural gas; and (4) the 
effect of Chinese demand on the number of lumber producers. The extensive 
numerical example on the copper industry that is used throughout Chapter 2 has 
been updated to reflect recent events in the copper industry.

Chapter 3 begins with a new case on the relationship between Procter & Gamble’s 
pricing strategy and the price elasticity of demand. I have updated information on 
price elasticity for airline prices, gasoline, and illegal substances such as cocaine 
and heroin. The discussion of income elasticity now includes the demand for wines, 
while the cross-elasticity discussion includes the relationship between airline and 
automobile travel, which influenced the regulation of child airline safety seats, and 
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consumer demand for wireline and wireless phones. I have updated Table 3.7 with 
recent estimates of demand elasticity for food, water, and higher education. I have 
also increased the discussion of the relationship between the economic and mar-
keting approaches to consumer demand, and I have updated an earlier marketing 
demand elasticity study included in previous editions.

Chapter 4 presents a new case on how firms use cable television and Visa/Mas-
terCard information to better understand and impact consumer behavior. Although 
successful from the firm’s viewpoint, these strategies have raised concerns over the 
invasion of consumer privacy. In the discussion of marketing techniques to estimate 
consumer demand, I have drawn extensively on two major marketing references: 
Vithala R. Rao, Handbook of Pricing Research in Marketing, 2009, and Thomas T. 
Nagle et al., The Strategy and Tactics of Pricing, 5th ed., 2011. I have also updated 
the econometric references on estimating consumer demand, and I added a new 
case, “Case Study III: The Demand for Cheese in the United States.” I retained the 
case study of automobile demand and the illustrations of the use of consumer mar-
ket data in econometric demand studies from the previous editions.

In Chapter 5, I updated the opening case, “Production and Cost Analysis in the 
Fast-Food Industry,” by adding a discussion of fast-food delivery in various parts 
of the world. New productivity examples in the chapter include (1) the use of addi-
tional workers versus robots by Amazon and Crate & Barrel; (2) eliminating dimin-
ishing returns in hospital emergency rooms; (3) a discussion of Toyota’s quality 
problems; and (4) an updated discussion of overall industry productivity increases.

Chapter 6 begins with a new case, “The iPhone in China,” that focuses on the 
long-run decisions of Apple Inc. to produce iPhones in China and the controversy 
that  followed over working conditions in those Chinese factories. I also discuss the 
location and production decisions of smaller manufacturers such as Standard Motor 
Products of North Carolina. New examples of long-run production and cost decisions 
include (1) the use of robots in mining operations and hospitals; (2) crowdsourcing 
or farming out production tasks to the general public; (3) law firms’ increased use of 
software for the discovery process; (4) the trade-off between airline use of smaller 
jets to cut costs and increased time for refueling; and (5) the decreased use of bags 
in grocery stores. I also describe the limits of lean production that arose during the 
Japanese earthquake and tsunami, and I update the discussion of the use of nurse-
to-patient ratios to regulate hospital staffing decisions.

Chapter 7 begins with an update of the case of the potato industry from the previ-
ous editions of the book. Earlier editions focused on how potato farmers attempted 
to move away from the competitive market, where they had very little control 
over price. They formed farmers’ cooperatives to help control production and 
keep prices high. These moves recently faced consumer challenges as price-fixing 
arrangements. I discuss other recent influences on the potato industry, including 
obesity concerns resulting from potato consumption and a move to eliminate white 
potatoes from federally subsidized school breakfasts and lunches. I also update 
the analysis of competitive strategies in the broiler chicken, red meat, milk, and 
trucking industries. The red meat industry discussion includes both the issues of 
“pink slime” and the National Cattlemen’s Beef Association’s MBA or Master of 
Beef Advocacy, a training program to promote and defend red meat. The theme in 
all of these cases is how firms deal with the volatility of the competitive market.

Chapter 8 begins with a new case, “Changing Market Power for Eastman Kodak 
Co.,” which illustrates how the changing markets for cameras and film eroded the 
market power of this well-known company. In the section on the sources of market 
power, I have updated the discussion of mergers in the banking, beer, and airlines 
industries and examined mergers among pharmacy-benefit managers and law firms. 
New licensing examples include the case of interior decorators and the contro-
versy over who can perform teeth whitening. I have updated the patent discus-
sion with the case of Pfizer’s blockbuster drug Lipitor and the patent infringement 
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case between Apple Inc. and Samsung Electronics Co. The changing market power 
section now includes a discussion of how bricks-and-mortar retailers are fighting 
showrooming and the consumer use of phone apps to compare prices and then 
purchase online.

I have updated the antitrust section with a discussion of the August 2010 revisions 
in the antitrust guidelines and the use of the Herfindahl-Hirschman Index (HHI). 
I also provided new references on the guidelines. Although the Microsoft antitrust 
case was an important illustrative example in the two previous editions of the text, 
it has become dated. I replaced this case with a discussion of the failed merger of 
AT&T and T-Mobile in 2011. This case clearly illustrates for students the contro-
versies over the existence and use of market power. This discussion is extended in 
the monopolistic competition section with an update on the cases of independent 
drugstores and booksellers.

The opening case in Chapter 9 builds on the previous case of interdependent air-
line pricing behavior by adding current examples of oligopolistic strategies. I have 
also updated the examples of oligopolistic behavior between Coke and Pepsi; in 
the doughnut industry; and among DHL, Federal Express, and UPS. I added a dis-
cussion of the predatory pricing case of Spirit Airlines versus Northwest Airlines, 
included new references on cartel behavior, and updated the discussion of OPEC 
and the diamond cartel.

Chapter 10 begins with the case, “Airline Pricing Strategies: Will They Start Charg-
ing for the Use of the Lavatories?” This case illustrates revenue or yield manage-
ment strategies where the airlines have unbundled their services and are charging 
separately for different services based on demand elasticity and consumer willing-
ness to pay. I have extended this discussion throughout the chapter and have drawn 
extensively on articles in the Journal of Revenue and Pricing Management, a 
source that would be very useful for MBA students. As in Chapter 4, I have included 
more linkages with the marketing literature by including examples and citations 
from Vithala R. Rao, Handbook of Pricing Research in Marketing, and Thomas 
T. Nagle et al., The Strategy and Tactics of Pricing, 5th ed. I updated the discussion 
of major league baseball ticket pricing and peak load pricing with smart electric 
meters, and I added an example of revenue management by the Atlanta Symphony 
Orchestra. At the end of the chapter, I added material to the discussion of the macro 
impacts on pricing in 2011–2012.

Part 2: Macroeconomic Analysis
Part 2, Macroeconomic Analysis, continues with the framework in the second edi-
tion. After introducing the macroeconomic variables in Chapter 11, the text dis-
cusses real spending by individuals, firms, and governments (C + I + G + X − M) in 
Chapter 12. This material draws on the analyses students see daily in the Wall Street 
Journal and other business publications. A discussion of money, money markets, 
and Federal Reserve policy is presented in Chapter 13. These elements are com-
bined using the aggregate demand–aggregate supply (AD–AS) model in Chapter 14. 
Monetary and fiscal policy implementation issues are also presented in this chapter. 
Chapter 15 continues to focus on exchange rate and balance of payments issues and 
presents an updated discussion of controversies over the role of the euro and the 
Chinese yuan. The text continues to describe the impacts of policy changes in these 
areas on the U.S. and foreign economies. However, as in the previous  editions, 
and unlike the presentation in other texts, Economics for Managers, Third Edi-
tion, has an extensive discussion in both Chapters 14 and 15 of the impact of macro 
policy changes on the competitive strategies of both domestic and international 
firms. This is a unique feature of this textbook, which makes it most appropriate 
for MBA students who will probably never make macroeconomic policy, but who 
will work in firms and industries influenced by these policy changes.
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The macro section of the second edition of Economics for Managers was 
revised just as the U.S. economy was slipping into recession in 2008. Given that 
the third edition was revised in 2012, I rewrote most of the macro discussion to 
reflect the substantial economic and policy changes during that period. I updated 
the references for the national income and product accounts and for the under-
ground economy (Chapter 11). I used 2011 data for all the tables, while the  figures 
show trends from 2000 to the first quarter of 2012. I updated the discussion of 
each component of GDP with recent data and events (Chapter 12), and I made 
extensive use of Federal Reserve Monetary Policy Reports to Congress and the 
reports and analyses by the Congressional Budget Office. All of the cases reflect 
the uncertainty about the U.S. and global economies in 2011–2012 and the slow 
recovery from the recession of 2007–2009. In the case in Chapter 13, “The Chair-
man’s Quandary,” I discuss the dilemma facing Federal Reserve officials in sum-
mer 2012 as they made decisions on future monetary policy. This discussion 
includes issues related to the continuation of historically low targeted interest 
rates, Operation Twist, future bond buying, and the use of public statements to 
achieve monetary policy goals. I also refer students to Federal Reserve Chair-
man Ben Bernanke’s 2012 College Lecture Series, The Federal Reserve and the 
 Financial Crisis.

In Chapter 14, I discuss recent fiscal policy issues, including the American  Recovery 
and Reinvestment Act of 2009, the fiscal cliff debate in 2012, the impacts of  fiscal 
multipliers and how they are estimated, the role of automatic stabilizers, and the 
interactions between fiscal and monetary policies. On the supply side, I updated the 
discussion of productivity growth and the natural rate of unemployment. I kept the 
section on the use of the aggregate macro model to explain changes in the economy 
from 2007 to 2008, but I added a similar discussion for the period 2011–2012. I also 
added a summary of the U.S. auto bailout in 2008–2009, and I discussed the impact 
of the uncertain economic recovery on managerial decisions in 2011–2012.

Chapter 15, which is built around the opening case, “Uncertainty in the World 
Economy in 2012,” focuses on the U.S. economy and international issues from 2010 
to 2012. The chapter includes an analysis of the weakness in the Chinese economy, 
the worsening situation in Europe, and capital flows among industrialized and emerg-
ing economies. I have updated all tables and figures, included balance of payments 
data for 2011, and I updated the discussion and references on balance of  payment 
issues and the role of fixed versus flexible exchange rates. I include a discussion 
and extensive references on the euro zone situation that involves the banking crisis, 
the sovereign debt crisis, the growth crisis, and the issue of the sustainability of the 
euro, and I show the impact of the euro crisis on managerial decision making. I also 
updated the discussion of the Southeast Asia crisis from the second edition, and 
I have included recent policy issues related to the Chinese yuan.

Part 3: Integration of the Frameworks
As noted earlier in this section, in Part 3 we return to the issues first discussed 
in Chapter 1, the relationship between microeconomic and macroeconomic influ-
ences on managerial decision making. Chapter 16 presents the case, “Strong 
 Headwinds for McDonald’s,” which examines the effects of changes in the micro-
economic and macroeconomic environment on McDonald’s competitive strategies. 
I discuss current challenges facing the company and how these challenges were 
met in the past. I then broaden the discussion to include McDonald’s major rivals in 
the fast-food industry, Burger King, Subway, Wendy’s, and Starbucks, and I discuss 
the opportunities and challenges facing all of these companies as they enter emerg-
ing markets. I have added a discussion of how these companies are facing public 
health  concerns over obesity, and I present a detailed discussion of the impact of 
regulations requiring calorie counts on menus. I have also kept a statistical study 
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of  fast-food industry demand that was included in previous  editions of the text. 
I discuss macroeconomic influences on the fast-food industry with details from the 
International Monetary Fund Global Economic Report in October 2012.

The text ends by emphasizing its major theme: Changes in the macro environ-
ment affect individual firms and industries through the microeconomic factors 
of demand, production, cost, and profitability. Firms can either try to adapt to 
these changes or undertake policies to try to modify the environment itself. This 
theme is particularly important in this third edition of Economics for Managers, 
given the impact of the slow recovery from the 2007–2009 recession on the overall 
economy and on the strategies of different firms operating in this environment.

Unique Features of the text

Chapter Opening Cases for Analysis
Each chapter begins with a “Case for Analysis” section, which examines a case 
drawn from the current news media that illustrates the issues in the chapter. Thus, 
students begin the study of each chapter with a concrete, real-world example that 
highlights relevant economic issues, which are then explained with the appro-
priate economic theory. For example, Chapter 2 begins with a case on the cop-
per industry that illustrates forces on both the demand and supply sides of the 
 market that influence the price of copper and have caused that price to change 
over time. This example leads directly to a discussion of demand and supply func-
tions and curves, the concept of equilibrium price and quantity, and changes in 
those equilibria. Within this discussion, I include numerous real-world examples 
to illustrate demand and supply shifters. The chapter concludes by reviewing how 
formal demand and  supply analysis relates to the introductory case. Students thus 
go from concrete examples to the relevant economic theory and then back to real-
world examples.

Interdisciplinary Focus
Economics for Managers, Third Edition, continues to have an interdisciplinary 
focus. For example, Chapter 3 presents demand price elasticity estimates drawn 
from both the economics and marketing literature. Empirical marketing and eco-
nomic approaches to understanding consumer demand are both discussed in Chap-
ter 4. The production and cost analysis in Chapters 5 and 6 relates to topics covered 
in management courses, while the pricing discussion in Chapter 10 draws exten-
sively on the marketing literature. Thus, the third edition of Economics for Manag-
ers is uniquely positioned to serve the needs of instructors who are trying to inte-
grate both micro- and macroeconomic topics and who want to relate this material 
to other parts of the business curriculum.

Focus on Global Issues
Global and international examples are included in both the microeconomic and 
macroeconomic sections of the text. For example, Chapter 2 discusses how demand 
from China, an earthquake in Chile, and the financial crisis in Europe affected the 
copper industry. I revisit these international issues again in Chapters 15 and 16. 
Analyses of the impact of changing consumer demand, new production technolo-
gies, and rising input costs on both U.S. and international firms are included in 
many of the microeconomic chapters. Chapters 14 and 15 include discussions 
of the effects of U.S. and international macroeconomic policy changes on firms 
located around the world.
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As noted previously, Economics for Managers, Third Edition, takes the unique 
approach in Chapters 1 and 16 to discuss the impact of both microeconomic and 
macroeconomic factors on firms’ competitive strategies in international markets. 
The analysis of the global automobile industry in Chapter 1 and the fast-food indus-
try in Chapter 16 helps students see how economic and political issues around the 
world impact managerial decision making. This integration of micro and macro 
tools in the global setting has been a key feature of all editions of Economics for 
Managers.

Managerial Decision-Making Perspective
Economics for Managers is developed from a firm and industry decision-making 
perspective. Thus, the demand and elasticity chapters focus on the implications 
of elasticity for pricing policies, not on abstract models of consumer behavior. To 
illustrate the basic models of production and cost, the text presents examples of 
cost-cutting and productivity-improving strategies that firms actually use. It dis-
cusses the concept of input substitution intuitively with examples, but places the 
formal isoquant model in an appendix to Chapter 6. The text then compares and 
contrasts the various models of market behavior, incorporating discussions and 
examples of the measurement and use of market power, most of which are drawn 
from the current news media and the industrial organization literature.

Throughout the chapters you will find “Managerial Rule of Thumb” features, 
which are shortcuts for using specific concepts and brief descriptions of important 
issues for managers. For example, Chapter 3 contains several quick approaches for 
determining price and income elasticities of demand. Chapter 4 includes some key 
points for managers to consider when using different approaches to understanding 
consumer behavior.

Macroeconomics presents a particular challenge for managers because the sub-
ject matter is traditionally presented from the viewpoint of the decision makers, 
either the Federal Reserve or the U.S. Congress and presidential administration. 
Although Economics for Managers, Third Edition, covers the models that include 
this policy-making perspective, the text also illustrates how the actions of these 
policy makers influence the decisions managers make in various firms and indus-
tries. This emphasis is important because most students taking an MBA economics 
course will never work or make policy decisions for the Federal Reserve or the U.S. 
government, but they are or will be employed by firms that are affected by these 
decisions and policies.

End-of-Chapter Exercises
As you will see, some of the end-of-chapter exercises are straightforward calcula-
tion problems that ask students to compute demand-supply equilibria, price elastic-
ities, and profit-maximizing levels of output, for example. However, many exercises 
are broader analyses of cases and examples drawn from the news media. These 
exercises have a managerial perspective similar to the examples in the text. The 
goal is to make students realize that managerial decisions usually involve far more 
analysis than the calculation of a specific number or an “optimal” mathematical 
result. One of the exercises at the end of each chapter is related to the “Case for 
Analysis” discussed at the beginning of that chapter.

Instructor Resource Center
Economics for Managers is connected to the Instructor Resource Center available 
at www.pearsonglobaleditions.com/farnham. Instructors can access a variety of 
print, digital, and presentation resources available with this text in downloadable  
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format. Registration is simple and gives you immediate access to new titles and 
new  editions. As a registered faculty member, you can download resource files and 
receive immediate access and instructions for installing course management con-
tent on your campus server. If you ever need assistance, our dedicated technical 
support team is ready to help with the media supplements that accompany this text. 
Visit http://247pearsoned.custhelp.com/ for answers to frequently asked ques-
tions and toll-free user support phone numbers. The following supplements are 
available to adopting instructors:

• Instructor’s Manual

• Test Item File also available in TestGen software for both Windows and Mac 
 computers

• PowerPoint Presentations containing all figures and tables from the text
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