
Tulane University
Department of Economics

ECON 7510
Advanced Price Theory I

Fall 2019

Professor: Patrick Testa
Course hours: Tuesdays and Thursdays, 12:30-1:45pm
Course location: 307 Tilton Memorial Hall
Office: 201 Tilton Memorial Hall
Office hours: Wednesdays, 3:00-5:00pm (or by appointment)
Email: ptesta@tulane.edu
Office phone: (504) 865-5320

Course description and objectives

This is the first semester in a year-long sequence in advanced microeconomics. This course
is intended for first-year graduate students in the Ph.D. program in economic analysis and
policy. It is designed to provide students with a rigorous foundation in modern microeco-
nomic theory and prepare them to do original research using economic models to understand
economic and policy issues. After completing this course, students will be able to analyze
and build simple microeconomic models and apply them to their own research.

The course will address broad questions and methodologies related to producer and consumer
theory, partial equilibrium, and competitive equilibrium. Students should at least have prior
training in multivariate calculus and basic probability theory. It is also helpful to have a
background in intermediate microeconomics, linear algebra, and mathematical proofs.

Texts

Lectures will not follow any single text, although problem sets will borrow from both Mi-
croeconomic Analysis by Varian and Microeconomic Theory by Mas-Collel, Whinston, and
Green (MWG). Other recommended books are Mathematics for Economists by Simon and
Blume and Advanced Microeconomic Theory by Jehle and Reny.

Attendance policy

Students should attend class and take notes so that they are aware of assignments and
deadlines as well as any scheduling changes that may arise. Students should communicate
to me via email when they will be absent and rely on office hours (please come see me!)
as well as help from peers to fill in any blanks. In the absence of verified illness or serious
emergency, there will be no makeup final exams.

Grades

Your grade will be based on problem sets (10%), a midterm exam (30%) and a final
exam (60%). Problem sets will be graded largely based on completion, using a “check
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plus/check/check minus/no credit” system to provide feedback, with a “check” or better
earning you full credit. Sloppy, late, or incomplete work will not receive full credit. Grades
will follow a system of ≥ 80% for an A, 70-79% for an A−, 60-69% for a B+, etc.

ADA/Accessibility

Any students with disabilities or other needs, who need special accommodations in this
course, are invited to share these concerns or requests with the instructor and should contact
Goldman Center for Student Accessibility: accessibility.tulane.edu or (504) 862-8433.

Course outline

Introduction
The economic approach to human behavior
Mathematical optimization and Kuhn-Tucker
Functions, implicit differentiation, and comparative statics

Producer theory
Production functions
Returns to scale
Isoquants
Profit maximization
Input demand and output supply
Profit functions and Hotelling’s lemma
Cost minimization
Cost functions and Shepherd’s lemma

Midterm exam (October 8)

Fall break (October 10)

Consumer theory
Preference and choice
Utility maximization
Marshallian demand
Expenditure minimization
Hicksian demand
Slutsky equation

Risk and uncertainty
Lotteries
Expected utility
Risk aversion
Risk premium
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Imperfect competition
Nash equilibrium
Monopoly
Oligopoly

Thanksgiving break (November 28)

Competitive equilibrium
Partial equilibrium
Pure exchange economies
General equilibrium with production

Final exam (December 10 at 1pm)

Note: order and timing of material may be subject to change.

Code of academic conduct

The Code of Academic Conduct applies to all undergraduate students, full-time and part-
time, in Tulane University. Tulane University expects and requires behavior compatible
with its high standards of scholarship. By accepting admission to the university, a student
accepts its regulations (i.e., Code of Academic Conduct and Code of Student Conduct) and
acknowledges the right of the university to take disciplinary action, including suspension or
expulsion, for conduct judged unsatisfactory or disruptive.

Title IX

Tulane University recognizes the inherent dignity of all individuals and promotes respect for
all people. As such, Tulane is committed to providing an environment free of all forms of
discrimination including sexual and gender-based discrimination, harassment, and violence
like sexual assault, intimate partner violence, and stalking. If you or someone you know
has experienced or is experiencing these types of behaviors, know that you are not alone.
Resources and support are available: you can learn more at allin.tulane.edu. Any and all of
your communications on these matters will be treated as either “Confidential” or “Private”
as explained in the chart below. Please know that if you choose to confide in me I am
mandated by the university to report to the Title IX Coordinator, as Tulane and I want to
be sure you are connected with all the support the university can offer. You do not need
to respond to outreach from the university if you do not want. You can also make a report
yourself, including an anonymous report, through the form at tulane.edu/concerns.

3

http://allin.tulane.edu
http://tulane.edu/concerns


Emergency preparedness and response
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