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INTRODUCTION TO MICROECONOMICS AND BEHAVIOR
BY ROBERT FRANK

When students first encounter economics, they often brace
themselves for dense graphs, abstract formulas, and chilly
assumptions about rational self-interest. But Robert Frank’s
Microeconomics and Behavior turns that expectation on its
head. Renowned for blending rigorous economic theory with a
deep appreciation for human psychology, Frank’s textbook has
become a cornerstone for those who want to understand not just
what people should do, but what they actually do. This article
explores the unique contributions of Microeconomics And
Behavior Robert Frank, examining its core themes,
pedagogical approach, and lasting impact on the field of
economics.

Frank, a professor of economics at Cornell University and a
prolific author, has long argued that traditional economics misses
something crucial: the quirks, biases, and social motivations that
drive real-world decisions. Microeconomics and Behavior is his
answer to that gap. It does not discard standard microeconomic
theory; instead, it enriches it with insights from behavioral
economics, experimental research, and everyday observation. By
weaving these elements together, the book offers a more
complete picture of how individuals and firms make choices.

WHO IS ROBERT FRANK? THE MIND BEHIND THE
BOOK

Before diving into the content, it helps to understand the author’s
perspective. Robert Frank is not just a textbook writer; he is a
leading voice in behavioral economics and a frequent contributor
to public discourse. He is best known for his work on relative
income, status competition, and the economics of happiness. His
earlier book The Winner-Take-All Society (co-authored with Philip
Cook) explored how small differences in performance can lead to
huge disparities in rewards—a theme that resonates throughout
his microeconomics text.

Frank’s writing style is approachable and witty. He believes that
economics should not be a “dismal science” but a lens through
which to understand human behavior in all its complexity. This
philosophy permeates Microeconomics and Behavior, making
it a favorite among instructors who want to engage students
beyond rote memorization.

WHAT MAKES MICROECONOMICS AND BEHAVIOR
DIFFERENT?

Most introductory textbooks follow a rigid sequence: scarcity,
supply and demand, consumer theory, production, market
structures, and then perhaps a chapter on externalities or public
goods. Frank’s book follows a similar overall structure, but the
difference lies in the behavioral twist at nearly every step. He
does not assume that people are perfectly rational calculators.
Instead, he shows how cognitive biases, social norms, and
emotional factors influence economic outcomes.

For example, when discussing consumer choice, Frank introduces
the concept of “fairness” as a constraint on pricing. He uses
real-world experiments to demonstrate that people often reject

offers that seem unfair, even when it costs them money. This
challenges the traditional view that buyers and sellers are purely
self-interested. Similarly, in labor markets, he explores why
employers might pay efficiency wages—higher than the market-
clearing level—to boost morale and reduce turnover. These
examples bring microeconomics to life.

Key Themes in the Book

e Behavioral Economics Integration: Frank was one of
the first textbook authors to systematically incorporate
findings from Daniel Kahneman, Amos Tversky, and other
pioneers. He discusses framing effects, loss aversion, and
the endowment effect.

e The Role of Context: Decisions are not made in a
vacuum. Frank emphasizes that relative position—how we
compare to others—matters enormously. This leads to
insights about conspicuous consumption and the “keeping
up with the Joneses” phenomenon.

e Cooperation and Altruism: Unlike models that assume
purely selfish individuals, Frank highlights evidence of
reciprocal altruism, trust, and cooperation. He uses game
theory to show how cooperation can emerge even without
central authority.

 Utility and Happiness: A recurring theme is that more
money does not always lead to more happiness. Frank
explains the Easterlin paradox and discusses policy
implications for taxation and public spending.

e Experimental Economics: The book is rich with
references to laboratory and field experiments. Students
learn not just theory but also how economists test
hypotheses about behavior.

CORE CONTENT COVERED IN THE TEXTBOOK

While the behavioral angle is the headline, Microeconomics
and Behavior covers all the standard topics you would expect in
a rigorous microeconomics course. The chapters are carefully
ordered to build from simple concepts to more complex ones.

Part |: Introduction and
Basic Principles

The opening chapters define scarcity, opportunity cost, and the
tools of economic analysis. Frank’s hallmark is his use of
engaging narratives—for instance, he explains cost-benefit
analysis through the question, “Should | walk across town to save
$10 on a $20 radio, but not to save $10 on a $200 suit?” This
classic puzzle helps students see the marginal principle in action.

Part Il: Consumer Behavior
and Demand

Here the behavioral insights shine. Frank introduces the concept
of “reference-dependent preferences” —how people value
gains and losses relative to a reference point. He explains
indifference curves and budget constraints clearly, but then adds
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layers about how actual choices deviate from the textbook
model. The chapter on choice under uncertainty is particularly
strong, discussing how people tend to overweigh small
probabilities (lottery tickets) and underweigh large ones
(insurance deductibles).

Part lll: Production and
Supply

The material on production functions, costs, and profit
maximization is presented with standard rigor. Yet Frank includes
fascinating asides—such as why firms might keep excess
capacity or why they choose to locate near competitors
(agglomeration economies). He also addresses the role of
fairness in wage setting, a topic often ignored in other texts.

Part IV: Market Structures
and Pricing

From perfect competition to monopoly, oligopoly to monopolistic
competition, Frank covers each market structure with clarity. He
uses game theory extensively to explain strategic interactions.
The Prisoners’ Dilemma is a recurring tool to show why firms
may not cooperate even when it benefits them. The book also
discusses price discrimination, tying, and bundling with real-world
examples from airlines, software, and entertainment.

Part V: Externalities, Public
Goods, and Information

The final sections tackle market failures. Frank’s behavioral lens
is especially valuable here: he explains why people might not
contribute to public goods even when they value them (the free-
rider problem), but also why they sometimes do (social norms).
He discusses asymmetric information with the classic “lemons”
market and shows how signaling can overcome it.

PEDAGOGICAL FEATURES THAT ENHANCE LEARNING

One reason Microeconomics and Behavior has been so
successful in classrooms is its suite of learning tools. Each
chapter includes:

e Concept Checks: Brief questions throughout to test
comprehension.

 Examples and Applications: Richly detailed case studies,
often drawn from news articles or historical events.

* Exercises and Problems: A mix of numerical and
conceptual problems that challenge students to apply the

behavioral insights.
o “Behavioral Economics in Action” boxes: These
highlight specific experiments or real-world phenomena.

For instance, one beloved example involves the “Wall Street
Journal” contest where readers were asked to guess a number
that would be two-thirds of the average of all guesses. Frank uses
this to illustrate common knowledge and rational expectations in
a playful way.

THE IMPACT ON ECONOMICS EDUCATION

Since its first edition, Microeconomics and Behavior has
influenced a generation of economists. It helped legitimize
behavioral economics as a core part of the curriculum rather than
a fringe subfield. Today, many introductory textbooks include
behavioral economics chapters, but Frank’s was among the first
to weave those insights throughout the entire narrative.

The book also resonates with students from diverse
backgrounds—economics majors, business students, and even
those taking economics as a general education requirement. Its
readability and relevance make abstract theories feel tangible.
Instructors appreciate that it does not shy away from
mathematical rigor when needed, but always keeps the human
element front and center.

CRITIQUES AND CONSIDERATIONS

No textbook is perfect. Some critics argue that Frank’s behavioral
emphasis can sometimes downplay the elegance of traditional
models. Others suggest that the book introduces too many topics
without deep enough coverage of mathematical foundations.
However, Frank himself would argue that the goal is not to teach
mathematical economics but to teach economic thinking—and for
that, the behavioral lens is essential.

Another consideration is that the book evolves with each edition.
Later editions have incorporated more content on inequality,
behavioral public policy, and “nudge” theories. Instructors should
check the latest edition to ensure alignment with their course
goals.

CONCLUSION

In a field often perceived as dry and formulaic, Microeconomics
and Behavior by Robert Frank stands out as a vibrant,
human-centered exploration of choice. It bridges the gap
between traditional microeconomic theory and the messy,
fascinating reality of how people actually behave. Whether you
are a student encountering economics for the first time or a
seasoned professional looking to refresh your perspective, this
book offers valuable insights that extend far beyond classroom
walls. By focusing on the intersection of economics and
psychology, Robert Frank has created a textbook that is not only
informative but also deeply engaging—a rare and valuable
achievement in any discipline.
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