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Introduction

Managers can’t just employ economists, they must become 
economists.

Shlomo Maital1

Imagine that it is 1910 and you are presented with the follow-
ing list of problems:2

1. To build and maintain roads adequate for use of conveyances, 
their operators and passengers.

2. To transport physically a person from Manchester to Washing-
ton, DC, in around eight hours.

3. To convey instantly the visual replica of an action, such as a 
football match, to devices that people can fit in their pocket.

4. To find a way for women to be able to have sex without having 
children, or to have children without having sex.

5. To increase the average span of life by thirty years.

Put in this way, doesn’t the first item seem easiest? And indeed this 
is the one that governments were committed to achieving, but with 
dubious success. In comparison, as John Sparks said, “the other 
problems would have seemed fantastic and quite likely would have 

1 Maital (2011, p. 5).

2 Based on Sparks (1977). UK life expectancy figures from ‘Chapter 4: Mortality, 
2010-based NPP Reference Volume’, Office for National Statistics, 29 March 2012 
(http://www.ons.gov.uk/ons/dcp171776_253938.pdf).

Introduction



introduCtion

2

been rejected as the figments of someone’s wild imagination.” And 
yet all of those have been accomplished. We barely give them a 
second thought.

This isn’t to ignore the role that government plays in the medical 
and engineering achievements of modernity, but it is telling that the 
greatest achievements tend to stem from the creativity and tenacity 
of free individuals. Not from central planning, but from decentral-
ized experimentation. This book will provide the economic ammu-
nition for the argument that great things happen when people are 
free to try. Managerial economics helps us to understand the policy 
framework that is required for this to happen, and the toolkit that 
can then be used to create genuine value. I hope to engender a 
profound respect for the use of markets as a means to solve complex 
social issues.

If this book has a unifying theme it is that markets are incred-
ible. We use them every day, and largely take them for granted. But 
the poetry of economics is to marvel at the mundane. This book helps 
you to see markets in a new light, to appreciate how they operate, 
and to reflect on their results. We are totally familiar with markets, 
but they are remarkable accomplishments of human interaction. 
Indeed the science of economics is to make the mundane intelligible. 
To use the economic way of thinking to discover the strengths 
of markets and the conditions that are needed for them to work. 
This book will help you to understand how markets function and 
how they impact managerial decision-making. But we will also 
go beyond this. We will see how managers can use markets as a 
management tool – both in terms of internalizing the insights into 
their daily actions, and in terms of adopting processes that can be 
applied across the organization. I want to show you how markets 
generate social prosperity, but also how managers can use markets 

– and the principles on which they rest – to generate value.
By covering the key foundations of economic analysis we can 

apply them to specific concepts such as economic value added 
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(EVA), price discrimination and value-based pricing. But the aim 
is to keep an eye on the bigger picture – biographies of famous 
economists, the seminal books and articles, and key moments in 
economic history. We will look at how examples of market fail-
ure, such as monopolies, asymmetric information and behavioural 
anomalies, are well understood by economists and can in fact 
strengthen the case for markets. My own predisposition will shine 
through and it will be obvious that I want to evangelize, as well 
as explain, markets. But the reason I weigh in on key debates is in 
an effort to help the reader weigh up both sides. I wish to present 
arguments that I find compelling, alongside a charitable interpre-
tation of those I don’t. Ultimately, I have enough respect for you as 
a reader to make up your own mind. I wrote this book to act as an 
input in your decision-making. Don’t take my word for it. Consider 
markets.


