GLOSSARY

A
ability-to-pay principle the principle
of tax fairness by which those with
greater ability to pay a tax should pay
more Lax.
absolute advantage the advantage con-
ferred on an individual or country in
an activity if the individual or country
can do it better than others. A coun-
try with an absolute advantage can
produce more output per worker than
other countries.

absolute value Lhe value of a number
without rc:gard o a ]:llu_'c Or minus sign.

accounting profit revenue minus
explicit cost.

administrative costs (of a tax) the
resources used (which is a cost) by
government 1o collect the 1ax, and

by taxpavers to pay it, over and above
the amount of the tax, as well as o
evade it

adverse selection the case in which

an individual knows more about the
way things are than other people do.
Adverse selection problems can lead to
market problems: private information
leads buy,trs Lo expect hidden ]:lrl)b]l:rn:i
in items offered for sale, leading 1o low
prices and the best items being kept off
the market.

antitrust pelicy legislative and regula-
tory elforts undertaken by the govern-
ment Lo prevent oligopolistic industries
from becoming or behaving like
monopolies.

artificially scarce good a good that is
excludable butl nonrival in consumption.
autarky a siluation in which a country
does not trade with other countries.
average cost an alternative term for
average Lotal cost; the total cost divided
by the guantity of cutput produced.

average fixed cost Lhe [ixed cost per
unit of output.

average total cost total cost divided
by gquantity of output produced. Also
relerred Lo as average cosl.

average variable cost the variable cost
per unit of oulpul.

backward-bending individual labor
supply curve an individual labor sup-
ply curve that slopes upward at low Lo
mederate wage rates and slopes down-
ward al higher wage rates.

bar graph a graph that uses bars of
varying heights or lengths to show the
comparative sizes of different observa-
tions of a variable.

barrier to entry something that prevents
other firms from entering an industry.
Crucial in protecting the profits of a
monopolist. There are [ive types of
barriers o entry: control over scarce
resources or inputs, increasing refurns
o scale, technological superiority,
network externalities, and government-
created barriers.

bartar the direct exchange of goods
or services for other goods or services
without the use of money.

benefits principle the principle of tax
fairness by which those who benefit
from public spending should bear the
burden of the tax that pays for that
spending.

black market a market in which goods
or services are bought and sold ille-
gally, cither because it is illegal 1o

sell them at all or because the prices
charged are legally prohibited by a
price ceiling.

bounded rationality a basis for deci-
sion making that leads to a choice that
is elose 1o butl not exactly the one that
leads to the best possible economic
outcome; the “good enough”™ method of
decision making.

brand name a name owned by a par-
ticular firm that distinguishes its prod-
ucts from those of other firms.
break-even price the market price at
which a firm earns zero profils.
budget constraint the limitation that
the cost of a consumer’s consumption
bundle cannot exceed the consumer’s
income.

budget line all the consumption
bundles available to a consumer who
spends all of his or her income.

c

capital the total value of assets owned
by an individual or firm—physical
assets plus financial assets.

capital at risk [unds that an insurer
places at risk when providing insurance.
eartel an agreement among several
producers to obey output restrictions
in order Lo increase their joint profits.
causal relationship the relationship
between two variables in which the
value taken by one variable directly
influences or determines the value
taken by the other variable.

circular-flow diagram a diagram that
represents the transactions in an
economy by two kinds of flows around
a cirele: flows of physical things such
as goods or labor in one direction and
Mews of money to pay for these physi-
cal things in the opposite direction.
Coase theorem the proposition that
even in the presence of externalities an
ecconomy can always reach an eflicient
solution as long as transaction costs
are sulliciently low.

collusion cooperation among produc-
ers to limit production and raise prices
50 as o raise one another's profits.
commodity oulpul of different produe-
ers regarded by consumers as the same
good; also referred 1o as a standardized
product.

common resource a resource Lhat

is nonexcludable and rival in
consumption.

comparative advantage the advantage
conferred on an individual or country
in producing a good or service if the
opportunily cost of producing the good
or service is lower for that individual or
country than for other producers.

compensating differentials wage dil-
ferences across jobs that reflect the
fact that some jobs are less pleasant or
more dangerous than others.
competitive market o market in which
there are many buyers and sellers

of the same good or service, none of
whom can influence the price al which
the good or service is sold.
complements pairs of goods for which
a rise in the price of one good leads

o a decrease in the demand for the
other good.

constant marginal cost cach additional
unit costs the same to ]:erd uce as the
previous one.

constant returns to scale long-run aver-
age lotal cost is constant as oulpul
increases.

consumer surplus a lerm often used 1o
refler both to individual consumer sur-
plus and 1o 1otal consumer surplus.
consumption bundle (of an individual)
the collection of all the goods and ser-
vices consumed by a given individual.
consumption possibilities the set of all
consumption bundles that can be con-
sumed given a consumer’s income and
prevailing prices.



copyright the exclusive legal right of
the creator of a literary or artistic work
to profit from that work: like a patent,
it is a lemporary monopoly.

cost (ol seller) the lowest price at
which a seller is willing o sell a good.
cost-benefit analysis an estimate of the
costs and benefits of providing a good.
When governments use cost-benefit
analysis, they estimate the social costs
and social benefits of providing a pub-
lic good.

cross-price elasticity of demand a
measure of the effect of the change

in the price of one good on the quan-
tity demanded of the other; it is equal
to the percent change in the quantity
demanded of one good divided by

the percent change in the price of
another guud.

eurve a line on a graph, which may be
curved or straight, that depicts a rela-
tionship between two variables.

deadweight loss the loss in total sur-
p]u_-c that occurs whenever an action

or a policy reduces the quantity trans-
acted below the efficient market equi-
librium quantity.

decreasing marginal benefit each addi-
tional unit of an activity vields less
benefit than the previous unit.
decreasing marginal cost each addi-
tional unit costs less o produce than
the previous one.

decreasing returns to scale long-run
average total cost increases as output
increases (also known as diseconomies
of scale).

deductible a sum specified in an insur-
ance policy that the insured individual
must pay belore being compensated
for a claim; deductibles reduce moral
hazard.

demand curve a graphical representa-
tion of the demand schedule, show-
ing the relationship between quantity
demanded and price.

demand price the price of a given quan-
tity at which consumers will demand
that quantity.

demand schedule a lisi or table show-
ing how much of a good or service
consumers will want to buy at different
prices.

dependent variable the determined
variable in a causal relationship.

diminishing marginal rate of substitution
the principle that the more of one good
that is consumed in proportion to
another, the less of the second good the
consumer is willing to substitute for
another unit of the first good.

diminishing returns to an input the
effect observed when an increase in the
quantity of an input, while holding the
levels of all other inputs fixed, leads 1o
a decline in the marginal product of
that input.

diversification reducing risk by invesi-
ing in several different lhings, s0 that
the possible losses are independent
evenls,

domestic demand curve a demand
curve that shows how the quantity of a
good demanded by domestic consum-
ers drl-pc:rld:i on the price of that guud_
domestic supply curve a supply curve
that shows how the quantity of a

guud :m]:lplir_‘d |:|r_}r domestic prudun_'::r:i
depends on the price of that good.
dominant strategy in game theory, an
action that is a pla_\-tr'_-c best action
regardless of the action taken by the
other p]a”\rc:r_

duopolist one of the two firms in a
duspaoly.

duopoly an oligopoly consisting of anly
two firms.

E

economic growth the growing ability
[)[ Ll"lE EL'UIlUmH 1o ]:!rl:ldl.]c:t: gU[NJS an.d
Services.

economic profit revenue minus the
uppurturli.ly cost of resources used:
usually less than the aceounting profit.
economic signal any piece of inlorma-
tion that helps people make better eca-
nomic decisions.

economics the social science that stud-
ies the prudur:liun. distribution, and
consumption of goods and services.
economy a system [or coordinating
society's productive activities.
efficiency-wage model a model in
which some employers pay an above-
equilibrium wage as an incentive for
better performance.

efficlent description of a market or
economy that takes all opportunities
to make some people better off without
making other people worse off.
efficlent allocation of risk an allocation
of risk in which those most willing Lo
bear risk are those who end up bear-
ing it

slastic demand the case in which the
price elasticity of demand is greater
than 1.

emissions tax a tax that depends on the
amount of pollution a firm produces.
environmental standards rules estab-
lished by a government o protect the
environment by specifying actions by
Fl'mdl.l[_trs erld CONSUMers.

equilibrium an economic situation in
which no individual would be better off
doing something different.

equilibrium price the price at which the
market is in Equi]ibri.um, that is, the
guantity of a good or service demanded
equals the gquantity of that good or
service :iupp]i::d; also relerred to as the
market-clearing price.

equilibrium quantity the quantity of a
guud or service buughl and sold at the
equilibrium {or market-clearing) price.
equilibrium value of the marginal
product the additional value produced
by the last unit of a factor emploved in
the factor market as a whole.

equity [airness: everyone gets his or
her lair share. Since people can dis-
agree about what is “fair” equily is not
as well defined a conceplt as Eifici::nl:_v_
European Union (EU) a customs union
among 28 European nations.

excess capacity the lailure 1o produce
enough Lo minimize average total cost:
characteristic of monopolistically com-
petitive firms.

excise tax a lax on sales of a good or
service.

excludable reicrring loa guud_
deseribes the case in which the sup-
plier can prevent those who do not pay
from consuming the guud.

expected utility the expected value of
an individual's total utility given uncer-
tainty about future oulcomes.
expected value in reference to a ran-
dom variable, the weighu:d average of
all pu_-c_-:i]:llt: values, where the wn:ighl:i
on each possible value correspond 1o
the probability of that value occurring.

explicit cost a cost that requires an
outlay of money.

exporting industries industries that
produce goods and services that are
sold abroad.

exports goods and services sold 1o
other countries.

external benefit an uncompensated
benelit that an individual or firm con-
fers on others: also known as positive
externality.

external cost an uncompensated cost that
an individual or firm impaoses on others:
also known as negative externality.
externalities external benelits and
external costs.

F

factor distribution of income the divi-
sion of total income among labor, land,
and capital.



factor intensity the difference in the
ratio of factors used 1o produce a good
in various industries. For example, il
refining is capital-intensive compared
Lo aulo seal production because oil
refliners use a higher ratio of capital 1o
labor than do producers of auto seats.
factor markets markets in which firms
buy the resources they need to produce
goods and services.

factors of production the resources used
o produce goods and services. Labor
and capital are examples of factors.

fair insurance poliey an insurance pol-
icy for which the premium is equal 1o
the expected value of the claim.

financial risk uncertainty aboul mon-
elary oulcomes.

firm an organization that produces
goods and services for sale.

fixed cost a cost that doees not depend
on the quantity of output produced; the
cost of a fixed inpul.

fixed input an input whose gquantity is
fixed for a period of Ume and canno
be varied (for example, land).

forecast a simple prediction of the
future.

free entry and exit describes an indus-
try that potential producers can easily
enter or current producers can leave.
frea trade Lrade that is unregulated
by government tarifls or other artifi-
cial barriers: the levels of exports and
imports occur naturally, as a result of
supply and demand.

frea-rider problem problem that resulis
when individuals who have no incen-
tive Lo pay for their own consumption
of a good take a “free ride” on anvone
who does pay; a problem with goods
that are nonexcludable.

G
gains from trade gains achieved by
di\riding tasks and Lrading; in this way
people can gel more of what they want
th rnugh trade than lhe_}r could if 1.|'h:y
tried 1o be sell-sufficient.

game theory the study of behavior in
situations of interdependence. Used 1o
explain the behavior of an oligopoly.

Giffen good the hypothetical inferior
good for which the income effect out-
weighs the substitution effect and the
demand curve slopes upward.

Gini coefficient a number that sum-
marizes a country’s level of income
inequality based on how unequally
income is distributed across quintiles.
globalization the phenomenon of
growing economic linkages among
countries.

governmeant transters pavments by the
government to individuals for which no
good or service is provided in return.

H
Hecksher—0lin model a model of inter-
national trade in which a country has
a comparative advantage in a good
whose production is intensive in the
factors that are abundantly available in
that country.
horizontal axis the horizontal number
line of a graph along which values
of the xvariable are measured; also
referred to as the x-axis.
horizontal intercept the point at which
a curve hits the horizontal axis: it indi-
cates the value of the xvariable when
the value of the y-variable is zero.

househeld a person or a group ol peo-
ple that share their income.

human capital the improvement in
labor ereated by education and knowl-
edge that is embodied in the workforee.
hyperglobalization the phenomenon of
extremely high levels of international
trade.

imperfect competition a market struc-
ture in which no firm is a monopolist,
but producers nonetheless have market
power they can use 1o affect market
prices.

implicit cost a cost that does not
require the uul]zr_}r of money; il is mea-
sured by the value, in dollar terms, of
forgone benefits.

implicit cost of capital the opportunity
cost of the use of one's own capital—
the income earned if the capital had
been employed in its next best alterna-
Live use.

import quota a legal limit on the guan-
tity of a good that can be imported.
import-competing industries indusiries
that pruduu: guud:i and services that
are also imported.

imports poods and services purchased
from other countries.

incentive anyvthing that offers rewards
to people who change their behavior.
incidence (of a tax) a measure of who
really pays a tax.

income distribution the way in which
total income is divided among the own-
ers of the various factors of production.
income effect the change in the quan-
tity of a good consumed that resulls
from the change in a consumer’s pur-
chasing power due to the change in the
price ol the good.

income elasticity of demand Lhe per-
cent change in the quantity of a good
demanded when a consumer’s income
changes divided by the percent change
in the consumer’s income.

income tax a tax on the income of an
individual or family.

income-elastic demand Lhe case in
which the income elasticity of demand
for a good is greater than 1.

income-inelastic demand the case in
which the income elasticity of demand
for a good is positive but less than 1.

inereasing marginal cost cach addi-
tonal unit costs more to produce than
the previous one.

inereasing returns to scale long-run
average total cost declines as oulput
increases (also referred o as econo-
mies of scale).

independent events cvents for which
the occurrence of one does not affect
the likelihood of occurrence of any of
the others.

independent variable the determining
variable in a causal relationship.
Indifference curve a contour line show-
ing all consumption bundles that yield
the same amount of total utility for an
individual.

indifference curve map a collection of
indilference curves for a given indi-
vidual that represents the individual's
entire uLiliLy function: each curve cor-
responds to a different total utility
level.

individual choice the decision by an
individual of what to do, which neces-
sarily invalves a decision of what ne

to do.

individual consumer surplus the net
gain to an individual buyer from the
purchase of a good; equal to the differ-
ence between the buyers willingness to
pay and the price paid.

individual demand curve a graphi-

cal representation of the relationship
between guantity demanded and price
for an individual consumer.

individual labor supply curve a graphi-
cal representation showing how the
quantity of labor supplied by an indi-
vidual depends on that individual's
wage rale.

individual preducer surplus the nel gain
to an individual seller from _-:r_*l]ing a
good; equal to the difference between
the price received and the seller's cosi.
individual supply curve a graphical rep-
resentation of the relationship between
quantity supplied and price for an indi-
vidual producer.



industry supply curve a graphical rep-
resentation that shows the relationship
between the price of a good and the
total oulpul of the induslry for that
good.

inefficient describes a market or econ-
omy in which there are missed oppor-
tunities: some people could be made
better off without making other people
worse of [

inefficient allocation of sales among
sellers a form of inefficiency in which
sellers who would be willing 1o sell a
guud al the lowest price are not a]wa.y:i
those who act ua]ly manage Lo sell it;
often the result of a price floor.
inefficient allocation to consumers a
form of inefficiency in which some
people who want the good badly and
are willing 1o pay a high price don't get
it, and some who care relatively linle
aboul the good and are only willing to
pay a low price do get it; often a result
of a price ceiling.

inefficiently high quality 2 [orm of
inefficiency in which sellers offer
high-gquality goods at a high price even
though buvers would prefer a lower
quality at a lower price; often the result
of a price floor

inefficiently low quality a form of ineffi-
cleney in which sellers offer low-quality
goods at a low price even though buy-
ers would prefer a higher quality at a
hightr price; often a result of a price
ceiling.

inelastic demand the case in which the
price elasticity of demand is less than 1.
inferior good a good for which a rise in
income decreases the demand for the
good.

in-kind benefit a benefit given in the
form of goods or services.

input a guud or service used o pruduq.‘v::
another good or service.

interaction (of choices) my cholces
affect your choices, and viee versa; a
feature of most economic situations.
The results of this interaction are often
quite different from what the individu-
als intend.

interdependence a relationship among
firms in which their decisions sig-
nil’icanr.ly aflfect one another's prufil.-s;.
characteristic of oligopolies.
internalize the externality take into
account external costs and external

benelits.

interast rate the price, calculated as a
percentage of the amount borrowed,
that a lender charges a borrower for
the use of their savings for one year.

international trade agreements Lreatics
by which countries agree 1o lower trade
prolections against one another.

invisible hand a phrase used by Adam
Smith to refer to the way in which an
individual’s pursuit of sell-interest can
lead, without the individual intend-
ing it, to good results for society as a
whole.

irrational describes a decision maker
who chooses an option that leaves him
or her worse off than choosing another
available option.

L

law of damand Lhe principle that a
higher price for a good or service,
other things equal, leads people to
demand a smaller quantity of that
good or service.

leisure the time available for purposes
other than earning money Lo buy mar-
keted goods.

license the right, conferred by the gov-
ernment or an owner, 1o supply a good.

linear relationship the relationship
between two variables in which the
slope is constant and therefore is
depicted on a graph by a curve that is a
straight line.

long run the time period in which all
inputs can be varied.

long-run average total cost curve a
graphical representation showing the
relationship between output and aver-
age total cost when lixed cost has been
chosen to minimize average total cost
for each level of oulpul.

long-run industry supply curve a graphi-
cal representation that shows how
gquantity supplied responds 1o price
once producers have had time 1o enter
or exit the industry.

long-run market equilibrium an eco-
nomic balance in which, given suf-
ficient time for producers Lo enter or
exit an indu sLIY, the quantity supp]itd
equals the quantity demanded.

loss aversion oversensitivity to loss,
leading to unwillingness to recognize a
loss and move on.

lump-sum tax a tax that is the same
for everyone, regardless of any actions
people take.

macroeconomics the branch of eco-
nomics that is concerned with the over-
all ups and downs in the economy.
marginal analysis the study of marginal
decisions.

marginal banefit 1he additional benelit

derived from producing one more unit
of a good or service.

marginal benefit curve a graphical rep-
resentation showing how the benefit
from producing one more unit depends
on the quantity that has aln:ad.\- been
produced.

marginal eost the additional cost
incurred by producing one more unit
of a good or service.

marginal cost curve a graphical repre-
sentation showing how the cost of
producing one more unit depends on
the guantity that has already been
produced.

marginal decision a decision made at
the “margin” of an activity 1o do a bit
more or a bit less of that activity.
marginal product the additional quan-
tity of output produced by using one
more unit of a given input.

marginal productivity theory of income
distribution the proposition that every
factor of production is paid its equilib-
rium value of the marginal product.
marginal rate of substitution (MRS) the
ratio of the marginal utility of one
good to the marginal utility of another.
marginal revenue the change in total
revenue generated by an additional unit
of oulput.

marginal revenue curve a graphical
representation showing how marginal
revenue varies as oulpul varies.
marginal social benefit of pollution the
additional gain to society as a whole
from an additional unit of pollution.
marginal social cost of pollution the
additional cost imposed on society

as a whole by an additional unit of
pollution.

marginal tax rate Lhe percentage of an
inerease in income that is taxed away.
marginal utility the change in total util-
ity generated by consuming one addi-
tional unit of a good or service.
marginal utility curve a graphical repre-
sentation showing how marginal utility
depends on the quantity of the good or
service consumed.

marginal utility per dollar the additional
utility gained from spending one more
dollar on a good or service.

market economy an economy in which
decisions about production and con-
sumption are made by individual pro-
ducers and consumers.

market failure the [ailure of a market 1o
be efficient.

market power Lhe ability of a producer
Lo raise prices.

market share the [raction of the total
industry output accounted for by a
given producer’s oulput.



market-clearing price the price at
which the market is in equilibrium,
that is, the quantity of a good or ser-
vice demanded equals the quantity
of that guud OF Service :iupplil‘}d; also
referred Lo as the equilibrium price.
markets for goods and services
markets in which firms sell goods
and services that l]1|:}r ]:lruduu: Lo
households.

maximum the highest point on a non-
linear curve, where the slope changes
from positive 1o negative.

mean household income Lhe average
income across all households.
means-tested describes a program in
which benefits are available only 1o
individuals or families whose incomes
fall below a certain level.

median household income the income
of the household lying at the exact mid-
dle of the income distribution.

mental accounting the habit of men-
tally assigning dollars 1o different
accounts so that some dollars are
worth more than others.

microeconomics Lhe branch of eco-
nomics that studies how people make
decisions and how those decisions
interact.

midpoint method a technigue for cal-
culating the percent change in which
changes in a variable are compared
with the average, or midpoint, of the
starting and final values.

minimum the lowest point on a non-
linear curve, where the slope changes
from negative o positive.

minimum wage a legal floor on the
wage rate. The wage rate is the market
price ol labor.

minimum-cost output the quantity of
output al which the average total cost
is lowest—the bottom of the U-shaped
average lotal cost curve.

moedel a simplilied representation of
a real situation that is used 1o better
understand real-life situations.
monopolist a [irm that is the only
producer of a good that has no close
substitutes.

monopolistic competition a market
structure in which there are many
competing producers in an industry,
each producer sells a differentiated
product, and there is [ree entry and
exit inte and from the industey in the
long run.

monopoly an indusiry controlled by a
monopolist.

monopsonist a [irm that is the sole
buyer in a market.

monopsony a market in which there is
anly one buyer but many sellers.

moral hazard the situation that can
exist when an individual knows more
about his or her own actions than other
people do. This leads to a distortion

of incentives 1o Ltake care or Lo expend
effort when someone else bears the
costs of the lack of care or el fort.

movement along the demand curve a
change in the gquantity demanded of a
good that results from a change in the
price of that good.

movement along the supply curve a
change in the quantity supplied of

a good that results from a change in
the price of that good.

Mash equilibrium in game theory,
the equilibrium that results when all
players choose the action that maxi-
mizes their payolls given the actions
of other players, ignoring the effect
of that action on the payolfs of other
plavers; also known as noncooperative
equilibrium.

natural monopoly a monopoly that
exists when increasing returns to
5[._3](‘.' vaid: =8 Id.r[.‘:l‘l‘ cosl a&]v:lniag‘:
to having all output produced by a
single firm.

negative externalities exiernal costs.

negative income tax a government pro-
gram that supplements the income of
low-income working families.

negative relationship a relationship
between two variables in which an
increase in the value of one variable is
associated with a decrease in the value
of the other variable. It is illustrated by
a curve that slopes downward from left
to right.

network externality the increase in

the value ol a good or service 1o an
individual is greater when a large num-
ber of others own or use the same good
or service.

noncooperative behavior actions by
firms that ignore the effects of those
actions on the profits of other firms.
noncooperative equilibrium in game
lheury. the Equi]ibrium that results
when all plavers choose the action

that maximizes their pavolfs given the
actions of other players, ignoring the
effect of that action on the payolls of
other plavers; also known as Nash
equilibrium.

nonexcludable referring Lo a good,
deseribes the case in which the sup-
plier cannot prevent those who do not
pav from consuming the good.

nonlinear curve a curve in which the
slope is not the same between every
pair of points.

nonlinear relationship the relationship
between two variables in which the
slope is not constant and therefore is
depicted on a graph by a curve that is
not a straight line.

nonprice competition competition

in areas other than price to increase
sales, such as new product features and
advertising; especially engaged in by
firms that have a tacit understanding
not o compete on price.

nonrival in consumption relerring Lo a
guud, describes the case in which the
same unil can be consumed by more
than one person at the same time.
normal good a good lor which a rise in
income increases the demand for that
good—the “normal” case.

nermative economics the branch of
economic analysis that makes pre-
scriptions about the way the economy
should work.

MNorth American Free Trade Agreement
(MAFTA) a trade agreement among the
United States, Canada, and Mexico.

o

offshore outsourcing the practice in
which businesses hire people in anoth-
er country to perform various tasks.
oligopolist a firm in an industry with
Unl}' a Emzl]l nu I‘nbc:r Ui Pr[NJLICEI.—E.
oligopoly an industry with only a small
rluml:n:r Ur ]:!rudul.‘c:rs.

omitted variable an unobserved vari-
ahble that, through its influence on
other variables, creates the erroneocus
appearance of a direct causal relation-
ship among those variables.
opportunity cost the real cost of an
item: what you must give up in order
to gel it.

optimal consumption bundle the con-
sumption bundle that maximizes a
consumer’s total utility given that con-
sumer’s budget constraint.

optimal eutput rule the principle that
profit is maximized by producing the
guantity of output at which the mar-
ginal revenue of the last unit produced
is equal 1o its marginal cost.

optimal quantity the quantity that
generates the highest possible total
net gain,

optimal time allocation rule the principle
that an individual should allecate time
so that the marginal wility gained from
the income earned from an additional
hour worked is equal to the marginal
utility of an additional hour of leisure.



ordinary goods in a consumer’s utility
funetion, those for which additional
units of one good are required Lo com-
pensate for fewer units of another, and
vice versa: and for which the consumer
experiences a diminishing marginal
rate of substitution when substituting
one good in place of another.

origin the point where the axes of a
two-variable graph meet.

other things equal assumption in the
development of a model, the assump-
tion that all relevant factors except the
one under study remain unchanged.
overuse Lhe depletion of a common
resource that occurs when individuals
ignore the fact that their use depletes
the amount of the resource remaining
for others.

P
patent a lemporary monopoly given by
the government Lo an inventor for the
use or sale of an invention.

payeff in game theory, the reward
received b}r a p]a}rc:r (for exam p]n:, the
profit earned by an oligopolist).

payoff matrix in game theory, a dia-
gram that shows how the payuf[s Lo
each of the participants in a two-player
game d::pr}m] on the actions of both: a
tool in analyzing interdependence.
payroll tax a tax on the earnings an
emplayer pays lo an employee.

perfect complements goods a consum-
er wants to consume in the same ratio,
regardless ol their relative price.

perfect price discrimination the price
discrimination that resulis when a
monopolist charges each consumer the
maximum that the consumer is willing
Lo pay.

perfect substitutes goods for which the
indifference curves are _-slnlighl lines:
the marginal rate of substitution of one
good in place of another good is con-
stant, regardless of how much of each
an individual consumes.

parfectly competitive industry an
industry in which all producers are
price -takers.

perfectly compatitive market a market in
which all participants are price-takers.
perfectly elastic demand the case in
which any price increase will cause

the L]_uan.r.iiy demanded to drup Lo Zero;
the demand curve is a horizontal line.
perfectly elastic supply the case in
which even a tiny increase or reduc-
tion in the price will lead 10 very large
L'hangt:.-c in the quantity supp]i::d. S0
that the price elasticity of supply is
infinite; the perfr.&.' Lly elastic :iupp]y
curve is a horizontal line.

perfectly inelastic demand the case
in which the guantity demanded
does not respond at all to changes
in the price; the demand curve is a
vertical line.

perfectly inelastic supply the case in
which the price elasticity of supply is
zero, so that chzmgl:s in the price of
the good have no effect on the quantity
sup]:]i::d; the pt:rfl:dl_\-‘ inelastic _-m]:lpl}'
curve is a vertical line.

physical capital manufactured produc-
tive resources, such as bui]dings and
machines: often referred to .'cirnp]}r as
“capital.”

pie chart a circular graph that shows
how some total is divided among its
components, usually expressed in
percentages.

Pigouvian subsidy a payment designed
to encourage activities that vield exter-
nal benefits.

Pigouvian taxes laxes designed to
reduce external costs.

pooling a strong form of diversilica-
tion in which an investor takes a small
share af the risk in many independent
evenls, so the pzuyul'[ has very little tenal
overall risk.

positive economics the branch of eco-
nomic analysis that describes the way
the economy aclua]ly works.

positive externalities external benefits.
positive feedback put simply, success
breeds success, failure breeds [ailure;
the effect is seen with goods that are
subject 1o network externalities.
positive relationship a relationship
between two variables in which an
increase in the value of one variable

is associated with an increase in the
value of the other variable. It is illus-
trated by a curve that slopes upward
from left 1o right.

positively correlated describes a rela-
tionship between events such that each
event is more likely to occur if the
other event also occurs,

poverty program a government pro-
gram designed 1o aid the poor.

poverty rate the percentage of the pop-
ulation with incomes below the poverty
threshold.

poverty thresheld the annual income
below which a family is officially con-
sidered poor.

premium a payment Lo an insurance
company in return for the promise

to pay a claim in certain states of the
world.

present value (ol X) the amount of
money needed today in order to receive
X at a future date given the interest rate.

price ceiling a maximum price sellers
are d]lu\\'td Ly L'I"Ial'gt fu‘r i gi.l[)d or ser-
vice; a form of price contral.

price controls legal restrictions on how
high or low a market price may go.
price discrimination charging different
prices to different consumers [or the
same good.

price elasticity of demand the ratio

of the percent change in the quantity
demanded to the percent change in the
price as we move along the demand
curve.

price elasticity of supply a measure of
the responsiveness of the guantity of a
good supplied o the price of that good;
the ratio of the percent change in the
quantity supplied to the percent change
in the price as we move along the sup-
ply curve.

price floor a minimum price buyers are
required Lo pay for a good or service; a
form of price control.

price leadership a pattern of behavior
in which one firm sets its price and
other firms in the industry follow.

price regulation a limitation on the
price a monopolist is allowed 1o charge.
price war a collapse of prices when
tacit collusion breaks down.

price-taking consumer o consumer
whose actions have no effect on the
market price of the good or service he
or she buvs.

price-taking firm's optimal cutput rule
the principle that the profit of a price-
taking firm is maximized by produc-
ing the quantity of output at which the
market price is equal to the marginal
cost of the last unit produced.
price-taking preducer a producer
whose actions have no effect on the
market price of the good or service it
sells.

principle of diminishing marginal utility
the proposition that each successive
unit of a good or service consumed
adds less to total utility than did the
previous unit.

principle of “sither-or” decision
making the principle that, in a decision
between two activities, the one with
the positive economic profit should be
chosen.

prisoner's dilemma a game based on
two premises: (1) each player has an
incentive to choose an action that ben-
efits itsell at the other p]a}rc:r's expense;
and (2) both plavers are then worse off
than if they had acted cooperatively.
private gooed a good that is both exclud-
able and rival in consumption.



private health insurance a program in
which each member of a large pool
of individuals pays a fixed amount to
a privale company thal agrees Lo pay
most of the medical expenses of the
pool’s members.

private information information that
some people have, but others do not.

producer surplus a term often used 1o
refer both to individual producer sur-
FI‘]'LI_‘C al'ld Lo mlal Prl.ldl.":l‘_'r _'CL]r]:lI'LI!i_

product differentiation the attempt by
firms to convince buyers that their
products are different from those of
other firms in the industry. If firms
can so convinee buyers, they can
charge a higher price.

production function the relationship
between the quantity of inpuls a

firm uses and the quantity of output

it produces.

production possibility frontier a model
that illustrates the trade-offs facing an
economy that produces only two goods.
It shows the maximum quantity of
one good that can be produced for any
given gquantity produced of the other.

profit-maximizing principle of marginal
analysis the proposition that ina
profit-maximizing “how much” deci-
sion the optimal guantity is the largest
quantity at which marginal benefit is
greater than or equal to marginal cost.

profits tax a lax on the profits of a
firm.

progressive tax a tax that takes a
larger share of the income of high-
income taxpavers than of low-income
[ﬂ}(]:la:ﬁ'ﬁl'_‘i_

property rights the rights of owners of
valuable items, whether resources or
gﬁuds_ o di!i]:ll.l!iﬁ‘ of those items as
they choose.

property tax a lax on the value of prop-
erty, such as the value of a home.

proportional tax a tax that is the same
percentage of the lax base regardless of
the la_';pa}'::r':i income or wealth.

protection an alternative term lor trade
protection; policies that limit imports.
public good a good that is both nonex-
cludahble and nonrival in consumption.
public ownership the case in which
goods are supplied by the government or
by a firm owned by the government o
prodect the interests of the consumer in
response 1o natural monopoly.

Q

quantity contrel an upper limil, set

by the government, on the quantity of
some good that can be bought or sold;
also referred Lo as a quota.

quantity demanded the actual amount
ol a good or service consumers are
willing to buy at some specific price.
quantity supplied the actual amount of
a good or service producers are willing
to sell at some specific price.

quota an upper limit, set by the gov-
ernment, on the quantity of some

good that can be bought or sold; alse
referred to as a quantity control.

quota limit the total amount of a good
under a guota or quantity contral that
can be legally transacted.

quota rent the difference between the
demand price and the supply price at
the guota limit; this difference, the
earnings that accrue o the license-
holder, is equal to the market price of
the license when the license is traded.

random variable a variable with an
uncertain future value.

rational describes a decision maker
who chooses the available option that
leads 1o the outcome he or she most
pn:f::ni_

recession a downturn in the economy.

regressive tax o tax that takes a
smaller share of the income of high-
income taxpavers than of low-income
laxpayers.

relative price the ratio of the price of
one good Lo the price of another.

relative price rule at the optimal con-
sumption bundle, the marginal rate
of substitution of one good in place of
anather is equal 1o the relative price.

rental rate the cost, implicit or explicit,
of using a unit of land or capital for a
given period of time.

reputation a long-lerm standing in the
public rc:g,ard that serves lo reassure
others that private information is not
being concealed; a valuable asset in the
face of adverse selection.

resource anything, such as land, labor,
and capital, that can be used to pro-
duce 50|‘m:1]1ir|g else: includes natural
resources (from the physical environ-
ment) and human resources (labor,
skill, intelligence).

reverse causality the error committed
when the true direction of causality
between two variables is reversed,
and the independent variable and the
dependent variable are incorrectly
identified.

Ricardian model of international trade a
maode] that analyzes international trade
under the assumption that opportunity
cosis are constant.

risk uncerlainly aboul future oulcomes.

risk-averse describes individuals who
choose to reduce risk when that reduc-
ton leaves the expected value of their
ineome or wealth unchanged.

risk-aversion the willingness to sacri-
lice some economic pavoll in order to
avoid a potential loss.

risk-neutral describes individuals who
are completely insensitive to risk.

rival in consumption referring 1o a
guﬁd, describes the case in which one
unit cannot be consumed by more than
one person at the same lime.
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sales tax a tax on the value of goods
sold.

scarce in short supply; a resource is
scarce when there is not enough of
the resource available 1o satisfy all the
various ways a sociely wants o use it
scatter diagram a graph that shows
points that correspond Lo actual
observations of the x- and y-vari:-lb] sl
a curve is usually litted to the scatter
ol points 1o indicate the trend in

the data.

screening using observable informa-
tion aboutl people to make inferences
about their private information: a way
to reduce adverse selection.

share a partial ownership of a company.

shift of the demand curve a change in
the quantity demanded at any given
price, represented graphically by the
change of the original demand curve
to a new position, denoted by a new
demand curve.

shift of the supply curve a change in
the quantity supplied of a good or
service al any given price, represented
graphically by the change of the origi-
nal su P]:lll\' curve Lo a new position,
denoted by a new supply curve.

short run the time period in which at
least one input is fixed.

short-run individual supply curve a graph-
ical representation that shows how an
individual producer’s profit-maximizing
output quantity depends on the market
price, taking fixed cost as given.
short-run industry supply curve a
graphical representation that shows
hewy the quantity supplied by an indus-
try depends on the market price given a
lixed number of producers.

short-run market equilibrium an eco-
nomic balance that results when the
quantity supplied equals the quantity
demanded, taking the number of pro-
ducers as given.



shortage the insulficiency of a good or
service that eccurs when the quantity
demanded exceeds the quantity sup-
plied; shortages occur when the price is
below the equilibrium price.

shut-down price the price at which a
firm ceases production in the short

run because the market price has

fallen below the minimum average
variable cost.

signaling taking some action lo estab-
lish eredibility despite possessing
private information; a way to reduce
adverse selection.

single-payer system a health care sys-
tem in which the government is the
principal payer of medical bills funded
through taxes.

single-price monopolist a monopalist
that offers its product 1o all consumers
al the same price.

slope a measure of how steep a line

or curve is. The slope of a line is mea-
sured by “rise over run"—the change

in the y-variable between two points
on the line divided by the change in
the x-variable between those same

twio points.

social insurance program a government
program designed 1o provide protec-
tion against unpredictable financial
distress.

socially optimal quantity of pollution

the quantity of pollution that society
would choose if all the costs and benefits
of pollution were fully accounted for:

specialization the situation in which
each person specializes in the task that
he or she is good at performing.
standardized product output of differ-
enl ]:!rl.ldut:::r:i l'l‘_‘garded h}r consumers
as the same good; also referred to as a
commodity.

state of the world a possible future
evenl.

status que bias the tendency Lo avoid
making a decision.
strategic behavior actions taken by

a firm that attempt to influence the
future behavior of other firms.

substitutes pairs of goods for which

a rise in the price of one of the goods
leads to an increase in the demand for
the other good.

substitution effect the change in the
guantity of a good consumed as the
consumer substitutes other goods that
are now relatively cheaper in place of
the good that has become relatively
more expensive.

sunk cost a cost that has already been
incurred and is nol recoverable.

supply and demand model a model of
how a competitive market behaves.
supply eurve a graphical representation
ol the supply schedule, showing the
relationship between quantity supplied
and price.

supply price the price of a given guan-
tity at which producers will supply that
quantity.

supply schedule a list or table showing
how much of a good or service produc-
ers will supply at different prices.
surplus the excess of a good or service
that occurs when the quantity supplied
exceeds the quantity demanded: sur-
pluses oceur when the price is above
the equilibrium price.

T

tacit collusion cooperation among pro-
ducers, without a formal agreement, Lo
limit production and raise prices so as
Lo raise one another’s profits.

tangency condition on a graph of a
consumer’s budget line and available
indifference curves of available con-
sumption bundles, the point at which
an indifference curve and the budget
line just touch. When the indifference
curves have the 1}rpical COMVEX 5]13]:::_
this point determines the optimal con-
sumption bundle.

tangent line a straight line that just
touches a nonlinear curve at a partieu-
lar point; the slope of the tangent line
is equal 1o the slope of the nonlinear
curve al that point.

taritf a tax levied on imports.

tax base the measure or value, such as
income or property value, that deter-
mines how much tax an individual pays.

tax rate the amount of tax pc:l:rp]n: are
rr.‘quin:rﬂ 1o pay per unit of whatever is
being taxed.

tax structure specilies how a tax
depends on the tax base; usually
E‘xprt:zi:itd in percentage terms.
technology the technical means for
producing goods and services.
technology spillover an external benefit
that results when kmwl:dge spreads
among individuals and firms.

time allocation the decision about how
many hours 1o spend on different activ-
ities, which leads to a decision about
how much labor to supply,'_

time allocation budget line an individ-
ual’s possible trade-offl between con-
sumption of leisure and the income
that allows consumption of marketed
goods.

time-series graph a two-variable graph
that has dates on the horizontal axis
and values of a variable that occurred
on those dates on the vertical axis.

tit for tat in game theory, a sirategy
that involves plaving cooperatively at
first, then duing whatever the other
player did in the previous period.
total consumer surplus the sum of the
individual consumer surpluses of all
the buyers of a good in a market.

total cost the sum of the fixed cost and
the variable cost of producing a given
quantity of output.

total cost curve a graphical represen-
tation of the total cost, showing how
total cost depends on the gquantity of
oulpul.

total producer surplus the sum of the
individual proaducer surpluses of all the
sellers of a good in a marker.

total product eurve a graphical represen-
tation of the prudur:tim function, show-
ing how the quantity of output depends
on the gquantity of the variable input for a
given gquantity of the [ixed input.

total revenue the total value of sales of a
good or service (the price of the good or
service multiplied by the quantity sold).
total surplus the total net gain o con-
sumers and producers [rom trading in
a market: the sum of the ]:lrr:rductr sur-
plus and the consumer surplus.

tradable emissions permits licenses
to emit limited gquantities of pollut-
ants that can be bought and sold by

]:lu"ull: r's.

trade the practice, in a markel econo-
my, in which individuals provide goods
and services to others and receive
gul:-ds and services in return.

trade protection policies that limit
imports.

trade-off a comparison of costs and
benefits of doing something,

trade-off between equity and efficiency
the dynamic whereby a well-designed tax
system can be made more efficient only
by making it less fair, and vice versa.
transaction costs the costs to individu-
als of making a deal.

truncated cul; in a truncaled axis,
some of the range of values are omit-
ted, usua]ly Lo save space.

U-shaped average total cost curve a
distinetive graphical representation of
the relationship between output and
average total cost; the average total cost
curve at first falls when output is low
and then rises as outpul increases.



uniens organizations of workers that
Ly Lo raise wages and improve working
conditions for their members by bar-
gaining collectively.

unit-elastic demand the case in which the
price elasticity of demand is exactly 1.

util a unit of utility.

utility (of a consumer) a measure of the
satisfaction derived from consumption
of goods and services.

utility function (of an individual) the
total utility generated by an individu-
al’s consumption bundle.
utility-maximizing principle of marginal
analysis the principle that the marginal
utility per dollar spent must be the
same for all goods and services in the
optimal consumption bundle.

v
value of the marginal product the value
of the additional output generated by
employing one more unit of a given fae-
tor, such as labor.
value of the marginal product curve a
graphical representation showing how
the value of the marginal product of a
factor depends on the quantity of the
factor employed.
variable a quantity that can take on
more than one value.

variable cost a cost that depends on the
quantity of output produced; the cost
of a variable input

variable input an input whose quan-
tity the firm can vary at any time (for
example, labor).

vartical axis the vertical number line
of a graph along which values of the
v-variable are measured; also referred
to as the y-axis.

vartical intercept the point at which a
curve hits the vertical axis; it shows the
value of the y-variable when the value
of the x-variable is zero.

W

wasted resources a lorm of inelficlency
in which people expend money, effort,
and time to cope with the shortages
caused by a price ceiling.

wealth tax a tax on the wealth of an
individual.

wedge the difference between the
demand price of the guantity trans-
acted and the supply price of the
gquantity transacted for a good when
the supply of the good is legally
restricted. Often ereated by a quan-
tity control, or quota.

weltare state the collection of govern-
ment programs designed to alleviate
economic hardship.

willingness to pay the maximum price
a consumer is prepared Lo pay for a
good.

world price the price at which a good
can be bought or sold abroad.

World Trade Organization (WTO)

an international organization of mem-
ber countries that oversees interna-
tional trade agreements and rules on
disputes between countries over those
agreements.

X

x-axis the horizontal number line of
a graph along which values of the
z-variable are measured; also referred
to as the horizontal axis.

Y

y=axis the vertical number line of

a graph along which values of the
v-variable are measured; also referred
to as the vertical axis.

F4
zero-profit equilibrium an economic
balance in which each [irm makes
zero profit at its profit-maximizing
guantity.
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204, 512-513, 534
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demand, 163

ACA_ See Affordable Care Act
(ACA)

academic performance, mon-
etary incentives to
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accounting, mental, 268

accounting profit, 230,
251-252, 364

acid rain, 467, 472, 477, 478

ADM. See Archer Danicls
Midland (ADM)

administrative costs, 200

advance purchase restric-
tions, 411

Advanced Micro Devices
(AMD), 390, 421

adverse selection, 597-598

adverse selection death
spiral and, 526, 527,
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tiation and, 457-458

AFC. See average fixed cost
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with Dependent
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511, 521-522_ 530-333

cost control and, 532
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corn production and,
371-372
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176

development and, 254-255

European farm surpluses
and, 180

falling prices and, 12

income elasticity of
demand and, 176
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479480

price floors and, 141-143
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115-116, 254-255

subsidies and, 240, 478, 480
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es in the 19th century
and, 233-234
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Aid to Families with
Dependent Children
(AFDC), 522
AlG. See American
International Group
(ALG)
air pollution. See pollution
Airbnb, 121-122
Airbus, 421
airline industry
British, rivalry in, 440
fuel costs and, 79, 81
"niche”™ members of, 421
price discrimination in,
407-409, 413
price elasticity of demand
and, 182
price floors and, 145
Ajinomoto, 419, 420, 423
Alaskan crab fishing, 152-153,
359
Alaskan halibut fishers,
502-303
Alcoa, 96
allocation
to consumers, incfficient,
136-137
efficiency in, 29
reallocation of consump-
tion among consumers
and, 118
of risk, efficient, 390-591
of sales among sellers, inef-
ficient, 144
of time, 564, 575-576
Alrosa, 421
Amazon, 103, 211, 351, 379,
414,421, 438
ambulance rides, price of,
161-162
AMD. See Advanced Micro
Devices (AMD)
American Economic
Association, 5
American International
Group (AIG), 602
American Recovery and
Reconstruction Act of
2009, 42
Amtrak, 403
Anarchy, State, and Utopia
(Nozick), 513
anchoring, 266
antitrust case, againsl
Microsoft, 483-484
antitrust policy, 387, 402,
419, 421, 434
Apple, 217, 390, 420, 421, 482
Applebec’s, 75

apprentice system, German,
561
arc method of calculating
slope, 56-58
Archer Daniels Midland
(ADM), 419, 420, 423
area, below or above a curve,
calculating, 39-60
Argentina, drug prices in, 391
arms races, 429
Army Corps of Engineers, 498
artificially scarce goods,
124, 503-503
ashestos, lawsnits related to,
596
assets, financial and physi-
cal, 263
asymmetric information. See
private information
at the margin, 284, 329
ATC. See average total cost
{ATC)
AT&T, 421, 422
Austen, Jane, 545
Australia
cap and trade system in,
477
per capita greenhouse gas
emissions in, 473
cotton production in, 95
entrepreneurship in, 338
income inequality in, 515
individual transferable guo-
tas in, 502
minimum wage in, 145
voter turnout in, 496
work hours in, 567
autarky, 220, 222
Authors United, 414
automobile industry
American, 45
Japanese, 225
product differentiation in,
437
Autor, David, 543
AVC. See average variable cost
(AVC)
average costs, 337, 339-34],
3449
average fixed cost (AFC),
340-342, 349
average total cost (ATC),
339-341, 349
long-run, 347-348
marginal cost vs., 258
minimum, 342, 347
monopolistic competition
vs_ perfect competition
and, 456
average total cost curve,
341-342
short- vs. long-run, 345-348
U-shaped, 340

average variable cost (AVC),
340-342, 349
axes, of a graph, 52

B
habysitting cooperative, 20
backward-bending indi-
vidual labor supply
curve, 578
banana trade, 239, 420
bhandwagon effect, 482
Banerjee, Abhjit, 42
Bangladesh
clothing production of, 37,
35, 225
comparative advantage
and, 39
bar graphs, 62
BarnesandMNoble.com, 211
barriers to entry, 389-393
barter, 37
Battle of Trenton, 2
Bazalgette, Joseph, 489
behavioral economics, 249,
265-270
irrationality and, 266-269
rationality and, 265-266
Belgium
entrepreneurship in, 338
international trade of, 218
minimum wage in, 144
voter turnout in, 496
Bell Telephone, 434
benefit(s). See also marginal
benefit; marginal
social benefit entries;
social benefit
external, 466. See also posi-
tive externalities
benefits principle, 203-204
Bertrand, Marianne, 562
Best Buy, 379, 438
hias, status quo, 268-269
hiotech industry, sunk costs
and, 264-265
BL. See budget line (BL)
"black labor,” 145-146
black markets, 139
black rhinos, legalized hunt-
ing of, 506
BMW, 561
Boathound, 122
Bocing, 25, 39, 45, 421
Booth School of Business, 42
bounded rationality, 266
brand names, 458459
Brazil
economy of, 125
U.5. subsidies to cotton
farmers and, 240
break-even price, 367
breakfast cereal industry, 359,
420



Britain. See United Kingdom
British Airways, 403, 440
British Telecom, 403
Brooks, Frederick P, Jr., 336
budget constraints, 251,
285-286, 288
budget line (BL}, 286-237
change in income and,
320-323
income and substitution
cffects and, 323-325
slope of, 312-313
time allocation, 575-576
Buick, 449
Burger King, 2598, 445
business cycles, correlation
with risks, 595
business world. See also
industries; specific
industries
corporate bailouts and, 602
cconomists in, 43-44
entrepreneurs and, 121, 254
firms in, 38

c

cab(s). See taxis
cable providers, as monop-
sonists, 405
Cadbury Canada, 425
Cadillac, 449
call centers, 241
Cambadia, clothing exports
of, 37
Camp, Garrett, 97
Canada
auto industry of, 226
per capita greenhouse gas
emissions in, 473
drug prices in, 391
entreprencurship in, 538
forest product exports of,
224
gasoline consumption in, 71
health care in, 529-530
high-speed Internet access
in, 407
income inequality in, 515
international trade of, 218
minimum wage in, 145
taxes in, 209
voter turnout in, 496
work hours in, 567
cap and trade systems,
477478
capital, 252
implicit cost of, 253
market for, 553-554
capital at risk, 585-590
capital market, 38
carbon trading, 477-478
Carl Ir's, 298
cartels, 423, 433, 435
Cassano, Joseph, 602
catch-share schemes, 502-503
causal relationships, 52-53
causality, reverse, 64

CDSs. See credit-default
swaps (CDSs)
cell phones. See also smart-
phone industry
use while driving, 466
centrally planned economies,
2,125
Champagne, 360
Chanel, 460
Chavez, Hugo, 140
Chevalier, Judith, 122
Chevrolet, 449
chicken, diminishing margin-
al utility and, 284-285
children, poverty among,
S516-517
Chile, grape exports of, 224
China
per capita greenhouse gas
cmissions in, 473
clothing exports of, 37
clothing production in, 225
cotton production in, 95
demand for cotton clothing
in, 95
"disappearing girls” in,
10-11
cconomy aof, 125
food consumption in, 116
increasing demand for food
of, 176
international trade of, 218
pollution control in, 477
smartphone production
and, 217, 219-223
LLS. tire impaort tariffs and,
240
wages in, 241
chocolate industry, price-
fixing in, 425
choice. See consumer choice;
individual choice
Christmas tree farming, 357
Chrysler, 45, 421
Churchill, Winston, 496
cigarettes, excise Laxes on,
203
circular-flow diagram, 17,
37-39
CITES. See Convention on
International Trade in
Endangered Specics
(CITES)
Clean Air Act of 1970, 472473
Clean Air Act of 1990, 472
climate, comparative advan-
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