'rated depreciation, 624-26
dsing. 363-65
tive inefficiency, 329
L W, 573
y.26
st, 631-46
ties, 33-34
sion and. 640-42
632-33 '
zr and, 637-48
'poiv and. 635-37
discrimimation and, Ga2—44
ies, 64445
ecialization. 309

cost. 237

et funcuon. 35, 189
‘ost. 235

e cost, 235

LR, 384

360, 384

ric forecasting, 161-64
to entry, 359-62

. 128

Hicient, 521

monopoly, 452

rket. 654

‘n point, 246-47
anstraint, 104-05 -

3366

expansion, 389-90

8¢t pricing model. 521-22
udgeting, 505-35
\tioning, 514-16

d taxes £17

4,640

= 508-10 .
fauver Amendment, 633
“ equivalent, 473

‘ain. E., 341

_- -3 quantity demanded, 74

Index

Change in demand. 74, 108-10
Cheaters, 354-56
Circular flow. 5
Clayton Act, 632-33
Coase, RH..7 .
Cobb-Douglas production function,
185,213,218
Coefficient of
determination, 117-19
vanation, 46-47, 471
Collusion, 354-56. 64042
Common costs. 407
Comparative advantage, 593-95
Complements, 75, 94.
Composite index. 164
Confidence interval. 120
Consent decress, 644
Constant returns to scale, 212, 217,241
Constraints, 274
Consumer
choice, 101-10
. preference, 74-75, 101-02
surplos, 328
Contestable markets, 649
Cournot model. 351-54
Cost
average fixed, 237
average variabile, 237
average total 237
of capital, 518-23
commeon, 407
explicit, 16
fixed, 235
implicit, 15 .
incremental, 233,-407-09 Cn
joint, 405-07
margmal, 233, 237
‘minimization, 193-06, 613-15
opportunity, 231-32
sunk, 233
total variable, 236
Cost function ’
cubic, 254

669

estimation of. 252-60
linear, 252
long run. 258-59
gquadratic, 254
short run, 252-58
Cost of capital, 506, 518-23
Cost-of-service pricing, 651
Cost-plus pricing, 427-30
Cross elasticity. 125
Cross section, 125
Cubic equation, 254
Cyert. RM..9

Deadweighi loss. 329,637, 647

Debt, 518-16

Decision rees, 491-95

Decision variables, 272

Decreasing returns fo scale, 212. 217,
24]

Degrees of freedom, 120

Delphi technique, 146, 563

- Deman

consumer choice and, 107-30

determinants, 74

estimation, 124-31

equation, 76

firm, 77

individual, 72-73

interdependent. 403-04

lawof, 72

market, 73-78
Dependent variables, 33
Depreciation, 509

Derivative, 55-61, 64

Derived demand, 437

Diffusion, 554

Diffusion-index, 164

Diffusion models, 566-68

Diminishing marginal returns, 11

Direct requirements matrix, 167
and indirect requirements matrix.

—— 168
Discount rate. 486-88. 507



670 INDEX

<niscounted cash flow, 520-21

Dissolution, 644
viversification, 488-96
vestiture, 644

swvidends, 519

1.2l linear programming problem, .

291-95
vnamic inefficiency, $51-52

. .onomic
zrowth, 548
models, 39-42

profit, 14-16
cent, 44647
kificiency conditions, 199
"conomies of scale,212-14
teonomies of scope, 214-15
“ifluent tax, 615
" lastic demand, 84
= lasticity
arc, 81-83
cross, 93-96
estimating, 126-27
determinants, 86-87
income, 90-93
marginal revenue and, 84-86
point, 83-84
price, 80-90
Electric machinery conspiracy, 642
Fngel’s law, 92-93
Entry, 309
limiting pricing, 384-89
Envelope curve, 243
Equity, 519-22
Excise tax, 606-10
Exit, 309-10
“xpansion path, 209-12
Fxpected value, 44, 470
“.xpert opinion, 14546
" xplicit cost, 16, 232
I“xponential smoothing, 158-60

actor market, 5
reasible region, 275-76
I‘ederal Trade Commission. 633
~inal demand, 166
~ines, 644 -
irm
aature of, 6-8
ubjective of, 8-9
.:st order condilivus, 63
“ixed cost. 235
‘og, B..350
“precasting. 145-70
“riedman. M., 484
‘ringe benefits. 622-23
ully distributed costs, 407
‘unctional relationships, 33-37

“yalbraith, JK.. 551
“yambling, 484-86
Games

cooperative, 380-81
noncooperative, 379
repeated, 381-82
sequential, 382-83
Game theory, 371-83
Gerstenfeld, A., 563

Hedging, 490-91
Herfindahl Index, 638-39
Hotelling, H., 575
Hypothesis testing, 120-21

Identification prohlem, 133-35
Implicit cost, 15,232
Implicit rate of return, 511
Income

differentials, 448-51

elasticity, 90-93

redistribution, 328-29
Increasing returns to scale, 212,217, 241
Incremental cost, 233, 40709 ‘

Independent variable, 33

Indifference curves, 102-04
Inelastic demand, 84
Inferior goods, 91
Inflection point, 37
Injunctions, 644
Innovation, 554-62

patents and, 560-62

process, 555

product, 555

requirements for, 557-59
Input tax, 613-16
Input/output analysis, 165-70
Insurance, 48086
Interdependent demand, 403-04
Intermediate products, 442-15
Internal rate of return, 511
Interest deductions, 620-22
Interest groups, 652-53
Inventories, 163
Investment tax credit, 623
“Invisible hand,” 13
Isocost, 200-03
Isoprofit. 272
Isoquant. 197-99

Jewkes. J.. 551

Joint products, 405-07

Kinked demand curve, 348-51

'Knight, F.. 333

Labor unions, 451-35

Law of demand. 72

Leading indicator, 162-63
Learning curve. 214, 365-66
Least square, 115-16
Leverage. 250

Limit pricing. 384-89

Linear functional form. 126
Linear programming, 270-95

capital rationing and, 516-18
constraints, 274
decision variables, 272
dual problem, 291-95
feasible region, 275-76
linearity assumption, 271
multiple solutions, 289
no feasible solution, 289-91
objective function, 272
primal problem, 291
redundant constraints, 289
shadow prices, 293
Location factors
primary, 587-89
secondary, 589
Locatior theory, 573-95
Logarithmic transformations, 126,
152-53,218
Long run, 193
Long-lived assets, 234
Luxuries, 92

- Machlup,E, 10

Macroeconomics, 4
Managerial economics, definition, 4
Marginal cost, 233,23
Marginal expenditure, 442
Marginal product, 34

function, 34,189
Marginal rate of substitution, 104

" Marginal rate of technical substitution,

197
Marginal revenue, 78-80
product, 193,438
Market
area determination, 581-86
experiments, 148-49
linear, 574-78
saturation, 390-91
separable, 415
structure, 308-10
Maximin decision criterion, 375-76
Median location, 574
Mergers, 524-32
antitrust and, 637-40
~ conglomerate, 524-25, 633
horizomal. 524-25
incentives for. 526-28
procedures for, 529-32
vertical, 524-25,633

Ia

" Microeconomics. 4

Miller, E.. 587
Minimum wage. 455-57
Monopolistic competition, 341-46
characteristics, 34142
profit maximization and, 34244

Monopoly, 324-33

allocative inefficiency and, 329

antitrust and bilateral, 452,
636-57

characteristics. 325

deadweight loss and, 329



i

\
acome redistribution and,

328-29

watural, 646-48
'rofit maximization and, 325-26
zlevance of, 333-34
>nt seeking and, 331-32
>chnical inefficiency and, 330-32
nopsony, 439
rgenstern, O,, 371
ticollinearity, 135-36
itiplicative functional form, 126

ayanan, M.F, 11

1 equilibrium, 372-73
ural monopoly, 64648
are of the firm, 6-8
ssities, 92

present value, 511-12
mann, J. von, 371

R, 652

aegativity requirements, 274
satiation, 101 -

nal goods, 91-92

aal profit, 233

ctive function, 272
poly, 346-59
aracteristics, 34648

ne theory, and 379-83
'dels, 348-59

:n. 386

ied variables, 131-33
‘ative leverage, 250-52
ating profit elasticity, 250
rtunity cost 15,231-32
nization, 61-63

me, 44, 469

ts, 560562

ik period, 510

{ matrix, 372, 469

‘oad pricing, 423-27

‘lary economies of scale, 527
' standard, 634

:t competition, 310-23
racteristics, 310

1t employment and, 43941
fit maximization and, 313-21
-vance of, 333-34

fuity, 26

en, C.,624

ion, 615

tory pricing, 643

1t value

uity factor, 66667

-.-rest factor, 66463
s¢ controls, 654-57
~~ discrimination. 415-22

frust and, 64244

:ria for, 415-16

nition, 415
: degrce, 417-18 .

second degree, 418-19
third degree, 419-20
undue 64849

Price elasticity, 80-89

Price fixing, 354-55, 64042

Price leadership
barometri¢, 358-59 )
dominant firm, 357-58

Price retaliation, 388

Price takers, 310

Primal linear programming problem,

7101

Principal-agent problem, 11
Prisoner’s dilemma, 380, 552
Prison sentences, 644
Probability, 42-43
distribution, 43-44
Product differentiation, 309
Product
bundling, 422-23
market, 5
package, 405 )
Production function, 184-87
Cobb-Douglas, 185,213, 218
definition, 184
estimation of, 217-21
returns to scale and, 186
technological change and,
54748
Productivity, 548
Profit
contribution analysis, 246-50
definition, 233
economic, 233
elasticity, 256
maximization, 9, 205-06, 31321,
325-26,342-44,611-12
normal, 14-16, 17, 233
present value of, 9, 486
role of, 17-18
tax, 610-13
Profitability ratio, 515
Property Lax, 616-19
Public
utility, 646
utility regulation, 646-53

Quadratic equation, 254

“R3"118
Ramsey, F,, 410
Ramsey pricing, 410-12
Rate case, 650-51
Rate structure, 651
Ratio-to-trend method, 154-56
Reaction functions, 352
Reduced form. 134
Regression analysis, 113-24
parameter estimation, 113-16
multiple, 123-24
prediction using, 121-22
* -problems with, 131-37

INDEX 671

testing regression estimates,
o 117-21
Rent seeking, 331-32
Replacement of equipment, 556
Research and development, 552~53
Reservation price, 447
Residuals, 115
Returns to scale, 186, 213-14, 217, 241,
360-61
Revenue
marginal, 78-80
maximization, 6iz
requirement, 65051
Risk
averse, 473,481
definition, 469
management, 480-91
neutral, 475
preference, 472-80
premium, 487,519
return trade-of, 470-72, 487
seeking, 474
Robinson-Patman Act, 633
Rule of reason standard, 634
Satisficing, 9
Seasonal variation, 154-56
Second order conditions, 63
Sensitivity analysis, 286-87
Shadow prices, 293
Sherman Act, 632
Short run, 193
Shut down decision, 316-19
Simen, H., 9,19
Slope, 55
Smith, A, 13
Smoothing constant, . 39
Specialization of labor _14
Standard deviation, 45, 470
Standard error, 119
State of nature, 42, 469
Static inefficiency, 551-52
Statistical significance, 121, 129
Stigler, G., 350, 360, 386, 652
Stochastic, 492
Strategic behavior, 383-92
Strategy
dominant, 373-74
dominated, 374-75
maxirmn, 375-76
minimax, 379
mixed, 378-79
tit-for-tat, 382
Structural form, 134
Student’s ¢ distribution, 120, 668
Subsidy, 648
Substitutability, 185
Substitutes. 75, 86, 94, 404
Sunk cost. 233
Surveys. 146-47
Sweezy P, 348
Synergy, 529



- 672 INDEX
atistie, 121, 136

ffluent, 615
vcise, 606-16
:cidence, 610
“out, 613-16
-ferences, 620-26
“ofit, 610-13
perty;616-19
1ological and environmental
o < :
*litative methods, 563-64.
--4ntitative methods, 565-68
- =nlogical change, 546-68
~=vkar structurs and $50-54
.utral, 547
production function and, 547-48
-Jductivity 4nd, 548-49 ;

- Thirry o consurner choice, i01-11

:30-32

Threshold analysis, 586-87

Time series, 125

Tit-for-tat, 382

Toffler, A., 546

Total product function, 188

Total revenue, 78 -
ion costs, 527-28

‘Transactions matrix, 16667

Transfer pricing, 412-15
Transifivity, 102 :

‘Trebie damages, 644-45

Trend projection, 150-61

Trenton Potteries Co., U.S. vs., 641

Unece..uu o
Unitary eiastic de:..

Utility, 473
Utility function, 473

Utility maximization, 106

Value added, 166
Value maximization, 9
Vertical integration, 524

Wage differentials, 448-51
Williamson, O., 637
Wold, H., 94°




