
kreps a course in microeconomic theory
kreps a course in microeconomic theory is a foundational text widely regarded in the field of
economics for its rigorous and comprehensive treatment of microeconomic principles. This course
material, authored by David Kreps, delves deeply into the theoretical underpinnings of microeconomic
analysis, covering essential concepts such as consumer behavior, market equilibrium, game theory,
and information economics. Kreps’s approach is characterized by its mathematical precision and
clarity, making it a vital resource for graduate students and researchers seeking a thorough
understanding of microeconomic theory. Throughout this article, key components and topics from
kreps a course in microeconomic theory will be explored to provide a detailed overview of its scope
and significance. Readers will gain insight into the structure of the course, its main theoretical
contributions, and its application in modern economic analysis. Following this introduction, a
structured overview of the core sections will guide the discussion on the pivotal themes presented in
kreps a course in microeconomic theory.
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Overview of Kreps’s Microeconomic Theory
Kreps a course in microeconomic theory presents a structured and rigorous framework for
understanding the behavior of economic agents and the functioning of markets. The course
emphasizes formal modeling and mathematical rigor to articulate microeconomic concepts clearly
and precisely. It is structured to build a strong foundation in the basic principles before advancing to
complex topics such as strategic behavior and information asymmetry. Theoretical models in the text
are supported by proofs and examples, making it an essential learning tool for those pursuing
advanced studies in economics. The course also integrates insights from related fields, such as
decision theory and game theory, highlighting the interdisciplinary nature of modern microeconomics.

Consumer Choice and Preferences



Foundations of Consumer Theory
This section of kreps a course in microeconomic theory explores the fundamental assumptions about
consumer preferences and choice behavior. Consumers are modeled as rational agents who seek to
maximize utility subject to budget constraints. The course examines the properties of preference
relations, such as completeness, transitivity, and continuity, which are crucial for defining well-
behaved utility functions. The theory also introduces the concept of indifference curves and budget
lines to graphically represent consumer optimization problems.

Utility Functions and Demand
Kreps’s analysis extends to the mathematical formulation of utility functions, which represent
consumer preferences numerically. The course explains how utility maximization leads to demand
functions that describe the relationship between prices, income, and quantities demanded. It also
covers important theorems such as Roy’s identity and the Slutsky equation, which link consumer
demand to changes in prices and income. These concepts provide the foundation for understanding
market demand and consumer responsiveness to economic variables.

Production and Cost Theory

Production Functions and Technology
In kreps a course in microeconomic theory, production is modeled through production functions that
describe the technological relationship between inputs and outputs. The course analyzes different
types of production functions, including linear, Cobb-Douglas, and CES (constant elasticity of
substitution), emphasizing their properties such as returns to scale and input substitutability. This
section also discusses the role of technology in determining productive efficiency and shaping firm
behavior.

Cost Minimization and Supply
The cost structure of firms is a key topic in this course, focusing on how firms minimize costs given
input prices to produce desired output levels. Kreps covers short-run and long-run cost functions,
distinguishing between fixed and variable costs. The course details the derivation of supply functions
from profit maximization behavior, illustrating how firms respond to market prices. Understanding
cost theory is essential for analyzing firm decisions and market outcomes.

Market Equilibrium and Welfare Economics

Competitive Equilibrium
Kreps a course in microeconomic theory elaborates on the concept of competitive equilibrium, where
supply equals demand in all markets, and agents optimize their objectives. The course rigorously



defines equilibrium conditions and examines existence and uniqueness theorems. This section
highlights the efficiency properties of competitive equilibria and their implications for resource
allocation in an economy.

Welfare Theorems and Market Efficiency
The course also covers the fundamental welfare theorems, which establish the conditions under which
competitive equilibrium is Pareto efficient. It discusses the limitations of these theorems in the
presence of market failures such as externalities and public goods. This part of the course provides
the foundation for evaluating policy interventions and the role of government in correcting market
imperfections.

Game Theory and Strategic Interaction

Basic Concepts in Game Theory
Kreps integrates game theory as a critical component of microeconomic analysis, focusing on
strategic interaction among rational agents. The course introduces key concepts such as Nash
equilibrium, dominant strategies, and mixed strategies. It provides examples of static and dynamic
games, illustrating how strategic considerations influence decision-making in markets with oligopolies
or asymmetric information.

Repeated Games and Reputation
This section explores repeated games, where players interact over multiple periods, allowing for the
analysis of reputation and cooperation. The course examines strategies that sustain cooperation in
infinitely repeated games through credible threats and rewards. These insights are instrumental in
understanding long-term economic relationships and contract enforcement.

Information Economics and Uncertainty

Asymmetric Information and Screening
Kreps a course in microeconomic theory addresses the challenges posed by asymmetric information,
where one party has more or better information than another. The course studies models of adverse
selection and moral hazard, explaining how these issues affect market outcomes. It also discusses
screening and signaling mechanisms that economic agents use to mitigate information problems.

Decision Making under Uncertainty
The treatment of uncertainty is another critical aspect of the course, focusing on how agents make
decisions when outcomes are uncertain. Topics include expected utility theory, risk aversion, and the



role of insurance and diversification. These concepts are vital for understanding financial markets,
insurance, and contract design within microeconomic frameworks.

Mathematical Tools and Techniques in Microeconomics

Optimization and Comparative Statics
Kreps a course in microeconomic theory extensively employs mathematical methods to analyze
economic models. Optimization techniques, including constrained and unconstrained optimization, are
fundamental tools used throughout the course. Comparative statics analysis is applied to study how
changes in parameters affect equilibrium outcomes, providing valuable insights into economic
dynamics.

Fixed Point Theorems and Existence Proofs
The course introduces advanced mathematical concepts such as fixed point theorems, which are
instrumental in proving the existence of equilibria in various economic models. These theoretical tools
underpin the rigorous foundation of microeconomic theory and demonstrate the integration of
mathematics and economics in modern analysis.

Consumer behavior modeling

Production and cost analysis

Market equilibrium conditions

Strategic interaction in games

Information asymmetry and signaling

Decision theory under uncertainty

Mathematical rigor in economic modeling

Frequently Asked Questions

Who is Kreps and what is his contribution to microeconomic
theory?
David M. Kreps is a prominent economist known for his work in microeconomic theory, particularly in
game theory, decision theory, and dynamic choice. His contributions have helped shape modern
economic analysis by providing rigorous models of strategic interaction and uncertainty.



What topics are typically covered in Kreps' course on
microeconomic theory?
Kreps' course on microeconomic theory usually covers foundational concepts such as consumer and
producer theory, general equilibrium, game theory including extensive and strategic form games,
information economics, and dynamic decision making under uncertainty.

How does Kreps' approach to microeconomic theory differ
from traditional courses?
Kreps emphasizes a rigorous mathematical approach combined with real-world applications. His
course often integrates game theory and information economics more deeply than traditional
microeconomic courses, focusing on strategic behavior and dynamic decision processes.

Is there a recommended textbook for studying microeconomic
theory following Kreps' methodology?
Yes, David M. Kreps' book 'Microeconomic Foundations I: Choice and Competitive Markets' is widely
recommended. It provides a comprehensive and rigorous treatment of microeconomic theory
consistent with his teaching approach.

How can students best prepare for Kreps' microeconomic
theory course?
Students should have a solid background in calculus, linear algebra, and basic economic principles.
Familiarity with probability theory and game theory basics is also helpful. Reviewing Kreps' lecture
notes or textbook before the course can provide a strong foundation.

Additional Resources
1. Microeconomic Theory by Andreu Mas-Colell, Michael D. Whinston, and Jerry R. Green
This comprehensive text is widely regarded as a standard reference in microeconomic theory. It
covers a broad range of topics including consumer and producer theory, general equilibrium, and
game theory. The book is known for its rigorous mathematical approach and detailed proofs, making
it ideal for advanced graduate students.

2. Advanced Microeconomic Theory by Geoffrey A. Jehle and Philip J. Reny
This book provides a thorough introduction to microeconomic theory at the graduate level. It
emphasizes the intuition behind key concepts and includes numerous examples and exercises. Topics
covered include consumer choice, production theory, general equilibrium, and information economics.

3. Microeconomics by Robert S. Pindyck and Daniel L. Rubinfeld
While more accessible than Kreps’ text, this book offers a solid foundation in microeconomic
principles. It blends theory with practical applications, making it suitable for both intermediate and
advanced students. The book’s clear explanations of market structures and game theory complement
Kreps’ more theoretical approach.



4. Game Theory for Applied Economists by Robert Gibbons
This concise introduction to game theory focuses on applications in economics. It provides a clear
explanation of strategic behavior, equilibrium concepts, and repeated games. The book is a valuable
supplement for readers of Kreps who want to deepen their understanding of game theory.

5. Microeconomic Analysis by Hal R. Varian
Varian’s text is a classic in microeconomic theory, offering an analytical approach to consumer and
producer theory. It is well-known for its clarity and brevity, with a strong emphasis on mathematical
modeling. This book is a useful companion to Kreps’ course for reinforcing fundamental concepts.

6. Information and Learning in Markets: The Impact of Market Microstructure by Xavier Vives
This book explores the role of information in markets, a topic also addressed in Kreps’ work. It
combines theoretical models with empirical evidence to analyze how information asymmetry affects
market outcomes. The text is ideal for readers interested in the intersection of microeconomic theory
and market microstructure.

7. Microeconomic Foundations I: Choice and Competitive Markets by David M. Kreps
Written by the author of the primary text, this book offers a more focused look at choice theory and
competitive markets. It provides detailed discussions on preferences, utility, and equilibrium, serving
as a valuable supplement to “A Course in Microeconomic Theory.” The clear exposition helps deepen
understanding of foundational microeconomic concepts.

8. Behavioral Game Theory: Experiments in Strategic Interaction by Colin F. Camerer
This book introduces behavioral aspects of game theory, complementing the more traditional models
found in Kreps’ text. It combines experimental results with theoretical insights to explain how real
people behave in strategic situations. Readers interested in behavioral economics will find this an
enriching resource.

9. General Equilibrium Theory: An Introduction by Ross M. Starr
Focusing on general equilibrium, this book provides a clear and accessible introduction to one of the
central themes in microeconomic theory. It covers existence, uniqueness, and stability of equilibrium,
with rigorous mathematical treatment. This text serves as a strong supplement for those studying
Kreps’ comprehensive approach to microeconomics.
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