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370-371, 397-398
analyzing payoff tables, 375-378
In competitive strategy, 383-397
equilibrium strategies, 378-383
Interactive (strategic) thinking
in, 328
in mixed strategies, 409-413
sizing up competitive situations,
371-375
Game trees, 388-391
The Gap, 238
General Agreement on Tariffs and
Trade (GATT), 286
General Electric, 421
General Foods, 235
General Motors (GM), 107-108, 249
337, 368, 476, 569
Georges Bank, 347-348
Gerber, 327, 355, 356
Getty Oil, 5-6, 610
Gillooly, Jeff, 348
GlaxoSmithKline PLC, 16
Globalization, 475-476
Global warming, 430-432
GM, see General Motors
Goldwyn, Sam, 607
Goodness of fit, 135
Google, 102
advertising on, 645
DoubleClick takeover by, 421
market share of, 237, 238
teams at, 560
user network of, 285
Governance reforms, 573
Government:
antitrust laws, 334, 418-423
m infant formula debate, 327

In mixed economies, 416

positive externalities promoted by,

432-433
and private market functioning,
416, 417
regulation by, see Regulation
spending programs of, 219

Group performance, evaluating, 568
Guarantees, 548

H

Harding, Tonya, 348-349

Harper & Row Company, 594, 622

Harrison, Rodney, 191

Herfindahl-Hirschman Index
(HHI), 334

Herodotus, 624

Hess gas stations, 50

Heteroscedasticity, 144

Hewlett-Packard, 303, 383

HHI (Herfindah]-Hirschman Index),

334
High-definition DVD standard,
383-385
HIV prevention, 678-679
Honeywell International, 421
Hotwire.com, 103
Huxley, Aldous, 465

|

IBM, 235, 303, 337, 419, 560

ICU Medical, 560

Identification, 142

Imperfect information, 509-511
market failures due to, 435-438

In negotiations, 605-606
Incentives:

for cost control, 552

tor creating positive externalities,
433

for managers, 13
to motivate workers, 565566
for top management, 574-575

Incentive contracts (procurement),
648

Incentive pay, 544-545, 577
Income elasticity, 85-86

Increasing average cost, 233
Increasing-cost industries, 274
Increasing returns to scale, 188, 227
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Independent private value, 629
Independent variables. 60, 150
Index of Leading Indicators, 154
Indifference curves, 115~118
603n.5 ’
Indirect market measures, 449450
Industry demand, 84-85
inetficient transactions, 277, 278
Inelastic demand, 82-83
Infant-formula industry, 326-327,
355-356
Interior goods, 79
Infineon Corporation, 422
Information:
access to, bb7
asymmetric, 545-5hH4
In competitive situations, 375
expected value of, 508-509
imperfect, 435-438, 509-511
In negotiations, 605-606
optimal pricing for, 101-104
pervasive role of, 506-507
In probability assessment, 468n.2
on production, 199-200
valueless, 514-515
value of, see Value of information
Information economics,
237-238
Information goods and services,
optimal pricing of, 101-104
Information sharing, internal, 569
Information technology,

organizational structure and,
568-569
Informativeness principle, 567, 588
In-house production, 556-557
Insurance, 485-486
asymmetric information for, 547,
551-554
of bank deposits, 553-554
medical, 547, 551-552
Intel Corporation, 308-304, 324,
337, 423
Intellectual property rights:
as barrier to entry, 303
copyrights, 434
patents, 433-434
Interactive thinking, 328

International business, perils of,
475-477




738 Index

International trade:
cost analysis in, 229-231
perfect competition in, 286-289
tariffs and quotas, 286-289
Internet:
market efficiency and, 283-285
pricing of services, 102, 104
Internet start-ups, 101
Intuit, 421
Inverse demand equation, 32
[nvesting, linear programming 1n,
660-661,689-691
“Invisible hand,” 275, 282, 283
Isocost line, 194-195
Isoquants, 191-192
[Tunes, 434

J
Jackson, Thomas, 423

Japan, trade with, 229-231
Japan Airlines, 358
Jensen, Michael, 574
Johnson, Samuel, 123

K

Kahn, Alfred, 312-313
Kahneman, Daniel, 484
Kaplan, Edward, 678-679
Kerrigan, Nancy, 348, 349
Kierkegaard, Soren, 393
Kimberley-Clark, 344, 420
Kinked demand curves, 343-344
Kinney Shoe, 420

Kodak, 368

Kyoto Treaty, 432

L

[.abor:
additional, marginal cost of, 185

in least-cost production, 139-190
marginal product of, 183-187
as variable input, 182
LLAC, see Long-run average cost
L affer, Arthur, 63
Lagrange multipliers, 67-63
Large numbers, law of, 473
Large-scale firms, h54-555H
Lastminute.com, 103
Leading indicators of demand,
153-154

Least-cost function, 222

Least-cost production, 189-196
Legal barriers to entry, 303

Legal models, 11

“Lemons” markets, 546-548

Leno, Jay, 589, 613

Letterman, David, 589-590, 611-614
Leverhulme, Lord, 123

Lexis-Nexis, 103

Limited liability, 570

Limit pricing, 303, 391

Linear production functions, 196
Linear programming (LP), 660-691

algebraic solutions, 669-671
applications of, 679-680
computer software for, 683-689
for cost minimization, 668—-671
defined, 661
formulation issues, 671
graphing problems, 664—663
in investing, 660-661, 689-691
managerial decisions using, 662-664
for production at minimum cost,
682-683
for production for maximum
output, 630-632
for sensitivity analysis, 671-674
shadow prices, 674-679
Linear time trends, 149-150
Linear trends, 148
Lives, dollar value of, 450-451
LMC, see Long-run marginal cost
Lockheed, 235
Lockheed Martin, 421
Long-run average cost (LAC), 227,
228, 231-234
Long-run costs, 260
Long-run equilibrium, 272
Long-run marginal cost (LMC),
D2INIV8
Long-run production, 181, 187-196
least-cost production, 189-196
returns to scale, 187-189
Long-run production costs, 227-231
Loose oligopolies, 333
LP, see Linear programming

M
McAuliffe, Christa, h22--523

McDonald, John, 370

McDonald’s Corp., 26, 50-51, 368,
477, 500
McDonnell-Douglas, 235, 421
McNees, Stephen, 157
Managers, limiting power of, 571-573
Managerial duties, enforcemerﬁ of,
b2 | |
Managerial economics: i
central focus of, 16
defined, 1
main topics in, 17
Marginal analysis, 25-51
and calculus, 38-41
cost analysis, 34-35
defined, 27, 36
in fast-food franchising, 25-26,
50-51
marginal cost, 40, 43
marginal profit, 36-38
marginal revenue, 40, 42
maxim of, 28, 38
model of the firm in, 28-36
for optimization, 60-65
profit analysis, 35-36
profit maximization, 43—45
revenue analysis, 29-34
in searching for best price, 530
in sensitivity analysis, 46-51
for siting a shopping mall, 26-28
Marginal benefit curve, 278
Marginal cost (MC), 43, 224, 225
of an additional unit of output,
185n.4
of an input, 185
long-run, 227, 228
and marginal profit, 43—45
and profit function, 65
short-run, 224-228
Marginal cost of an input, 185
Marginal-cost pricing, 311-312
Marginal product (MP):
of labor, 183-187 -
of revenue, 185-186
Marginal profit, 36-38
as difference between marginal
revenue and marginal cost,
43-45
finding, 3040

2

Marginal rate of substitution (MRS),

119-120

Marginal rate of technical
substitution (MRTS), 192, 194
Marginal revenue (MR}, 40, 42
and marginal profi, 45-45
and price ¢lasticity, 90-91
and profit function, 65
Margimal revenue product, 185--186
Margin of error, 12
Market categories, 264265
Market efficiency, 275-285
benefits and costs valuation,
2762178
ol day care market, 276281
and equity of market, 282
and the Internet, 283-285
with multiple markets, 282-283
Market entry:
barriers to, see Barriers to entry
in competitive strategy, 385-380,
389-393
dectsion making for, 3-4
Market equilibrium, 272-275
Market failures, 4160438
and drug regulation, 451-452
due to externalites, 424-435
due to imperfect information,
435—438
due to monopoly, 417-423
and regulation, 416-417
Markel for corporate control, 572
Market share, 11, 378-381
Market values, 448
Markup:
of bid prices, 647
optmal, 93-96
Markup rule, 94-95
Marriott Corpaoration, 124
Material costs, increase in, 48
Matsushita, 383
Maximization of total sales model, 14
Maximum (s):
in marginal analysis, 63-65
output, 630-682
profit, 38-39, 41
Maylag, 421
MC, see Marginal cost
MCI, /76
Mean, 129
Medical insurance, 547, 551-h52
Merck & Co., 16

Mergers, government policy for,
420}, 421

MES (minimum efficient scale), 235

Metcall's law, 102n1.18

Method of Lagrange multipliers,
67-68

Microeconomic forecasts, 155

Microeconomic functions ol
government, 416

Micromarketing, 238

Microsoft, 421

Microsoft Corporation, 102
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cartels, 307-310

market failures due to, 417-423

monopolistic competition,
314-317

natural, 233-234, 310-314

perfect competilion vs., 304—-307

pricing by, 299-301

pure, 299-304

of taxis in New York City, 298,
317-318

Monopolistic competition, 314-317
Monopsonists, 321

antitrust suit against, 422-423

i HD format development,
383, 384
market share of, 237, 337
as monopoly, 419
risk management at, 486-487
user nelwork size, 285
Windows operating svstem,
108, 368
Milloy, Lawyer, 191
Minimumd(s):
In marginal analysis, 63-65
production cost, 682-683
Minimum efficient scale (MES), 235
Mixed bundling, 367-308
Mixed strategies, 409-413
Model(s), 10-11, 14
barometltric, 153-154
Bertrand, 349
biological, 11
competitive behavior, 10
defined, 10
determmistc, 11
economic, 10
five-torces, 328-330
legal, 11
maximization of total sales, 14
predictive, 10
principal-agent relationships,
H8hH-HBE
probabilistic, 11
satisficing behavior, 14
scientific, 11
structural, 144
time-series, 145-147
Model of the firm, 28-30
Monopolies, 264, 265, 298-318
barriers to entry, 301-304

Moral hazard, 550-554
Morgenstern, Oscar, 487
Morton Thiokol, 522
Motivating workers, 562-566
Motorola, 303, 559n.15
Movie industry, 123, 158-159
MR, see Marginal revenue
MRS, see Marginal rate of substitution
MRTS, see Marginal rate of technical
substitution
Multicollinearity, 141
Multinational production and
pricing:
decision making for, 3
demand analysis for, 98-100
Multiple decision makers, 545. See
also Asymmetric iInformation
Multiple-issue negotiation, £599-604
Multiple markets, profits from, 66—67
Multiple production facilities,
200-202
Multiple regression, 133-135,
175-175
Multiproduct firms, 202-203
cost analysis for, 242-244
decision making in, 29
Muluvariable {functions, maximizing,
65—-68
Murphy, Kevin, 574
Music industiy, 434
MusicMatch, 434

N

Nabisco, 238, 504
Nalebuff, Barry, 329
Napster, 434

NASA, 522-523

Nash equilibrium, 378, 380
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National Football League (NFL),
190-191

NationsBank, 247
Natural economic selection, 96n.13

Natural monopolies, 233254,
310-314
Natural resources:
control of, 302-303
supply and prices of, 263-264,
289-290
Nature of the firm, 554-556

Navtech, 421

NBC, 92, 375-378, 383, 589, 590, 612,

613, 623, 628-629, 649, 650
NEC Corporation, 383
Negotiation, 589-614. See also
Bargaining
auctions vs., 626
with contingent contracts, 598-599
continuous variables in, 601-604
and differences in values, 595-593
and economic sources of
agreements, 591-594
by David Letterman, 589-530,
611-614
multiple-issue, 599-604
opening offer in, 10
repeated, 607-608
resolving disputes in, 594-595
for selling a warehouse, 591-593
strategy for, 604-611
Net benefit rule, 442
Netflix, 384
Netscape, 422, 423
Network externalities, 102
New England Patriots, 191
New York City blackout, 482—4383
New York City taxis, 298, 317-318
New York Yankees, 191
NFL, see National Football League
Nike, 344
Nokia, 421
Noncooperative situations, 374
Nonlinear trends, 148
Nonmarketed goods and services,
valuing, 448-451
Non-zero-sum games, 373-374
Nordstrom, 238
Normal goods, 79
Northrup Grumman, 421

Northwest Airlines, 336-337, 358
Nuclear power industry, 218
Null hypothesis, 138, 139

O
Objectives, determining, 8-Y
Obijective function (OF), 59, 663,
672-674
O’Brien, Conan, 614
OF, see Objective function
Office Depot, 420
Ogilvy, David, 127n.2
Qil industry, 5-6, 308-310, 469-473
Oligopolies, 264, 326356
advertising, 350-353
concentration and prices, 334-337
defined, 328
five-forces framework, 328-330
industry concentration, 330-334
infant-formula industry collusion,
326-327, 355-356
price competition, 342-349
quantity competition, 337-342
strategic commitments, 353-35H5
OLS regression, see Ordinary least-
squares regressiorn
Olympics:
pricing of telecasts/online access,
J2=95
television rights to, 623-624,
649-650
Omitted variables, 141
Omniture, 126
Online auctions, 645
Online information, 102-103
OPEC, see Organization of Oil
Exporting Countries
Opening offer, in negotiations, 10
Operations research (O.R.), 661
Opportunity costs, 214-215, 219-221
Optimal consumption, 118-121
Optimal decisions:
cost analysis in, 238-244
identifying, 12
sequential, 526-527
and shadow prices, 676-678
Optimal pricing, 88—-105
for information goods, 101-104
for markup, 93-96
for maximizing revenue, 91-93

in practice, 95-96
and price discrimination, 96100
price elasticity, revenue, and
marginal revenue, 88-91
Optimal reaction function, 340
Optimal stopping, 524-026
Optimism, 484 ¢
Optimizaton: 5
constrained, 66—68 ’
marginal analysis for, 60-065. See
also Marginal analysis
maximizing multivariable
functions,,65-68
maximizing profit, 59-6(
techniques for, 59-68
using spreadsheets, 70-73
Optimization rule, 38-39
Options, 9-10
O.R. (operations research), 661
Oracle, 237, 285, 421
Ordinary least-squares (OLS)
regression, 128-135
Organizational design, 554-576
breadth of the firm, 556-557
division of decision-making
responsibilities, 557-562
incentive pay, 544-545, 577
for monitoring and rewarding
performance, 562-569
nature of the firm, 554-556
for separation of ownership and
control, 569-576
Organization of Oil Exporting
Countries (OPEC), 303,
308-310
Outcomes:
of bargaining, 439
in competitive situations, 372
decisions vs., 471-472
equilibrium, 604-605
Output:
break-even, 45
efficient, 282
elasticity of, 188
maximizing, 680-683
observing/measuring, 563-566
Outsourcing, 556, 557
Overconfidence, 521

Overestimates, 144
Overhead, increase in, 48
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Ovitz, Michael, 589, 590, 612
Ownership, separation of control
and, 569-576

P
Pan American World Airways, 358
Paramount Pictures, 383, 629
Pareto efficient, 283n.13
Patents, 433—-434
as barrier to entry, 303
resolving disputes over, 594-595
Pay-for-performance compensation
plans, 574-575
Payolffs:
In competitive situations, 372
uncertainty about, 523
Payoft frontier, 592
Payoff tables, 375-378
Penn Square Bank, 553
Pennzoil, 5-6, 610-611
PeopleSoft, 421
PepsiCo, 125, 161, 162, 344
Perfect competition, 263-29¢
characteristics of, 269
competitive equilibrium, 269-275
demand curve in, 39n.2
international trade, 286-289
market efficiency, 275-285
monopoly vs., 304-307
supply and demand, 265-269
and supply of natural resources,
2063-264, 289-290
Perfect information, in negotiations
605
Perfectly competitive markets, 142
Perfectly elastic demand, 83, 84
Perfectly inelastic demand, 82-83
Perfect price discrimination, 100
Performance:
torecasting, 155-157
monitoring and rewarding,
562-569
pay-for-performance compensation
plans, 574-575
Performance evaluation:
tor groups, 568
for individuals, 567
Perlof_ﬂ.[.-jjfnj*, 415
Petronius Arbiter, 544
Pharmaceutical industry, 5

AIDS drugs in Africa, 15-16
AZT, 415-416, 451-452
drug regulation, 451-452
sequential decisions in, 477-482
Philips, 383
Picasso, Pablo, 29(0-29]
Players, in competitive situations,
371-372
Point elasticities, 81 -89
Political risk, 476
Pollution:
cleanup cost for, 426428
external cost of, 425-4926
as externality, 424-425
and global warming, 430-432
private payments for, 429-430
Pollution permits, 429
Polynomial functions, 197
Porter, Michael, 285, 398
Predatory pricing, 419-420
Prediction:
of credit risks, 517-519
of decision consequences,
10-11
and price elasticity, 87-88
probabilistic, 512
of probabilities, 521
Predictive models, 10
Preferred courses of action, 11-12
Prescriptive approach, 18
Price(s). See also Pricing
searching for alternatives in,
528-530
shadow, 674-679
transfer, 561
Price competition (oligopolies),
342-349

Price-consumption curve,

121-122

Price discrimination, 96—100
Price elasticity, 80-91

and changes in revenue, 90
on demand curve, 88-90
tactors affecting, 84-85

and marginal revenue, 90-91
and prediction, 87~88

Price elasticity of demand, 81
Priceline.com, 103

Price takers, 269-270

Price wars, 344—346
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Pricing:
average-cost, 311, 3192

and bargaining power, 330
concentration and,

334-337
contingent, 599
customized, 103-104
demand-based, 99
himit, 391
marginal-cost, 311-312
markup, 93-96
to maximize revenue, 91-93
by monopolies. 299-301, 303
multinational, 3, 98—100
optimal, 93-96
in practice, 95-96
tor public projects, 447
transter, 255-25&
two-part, 100
of versions, 104
Principal-agent relationships, 550
and corporate scandals, 575-576
cost assocrated with, 554
employer-worker, 562-563
incentives in, H67
In large publicly held corporations,
h69-570
model of, H585-588
Prisoner’s dilemma, 346-349,
381-383
Private markets, 416-4]17
Probabilistic models, 11
Probability(-ies), 467—468
Bayes' theorem for, 513-515
decision trees for, 469-475
Information for determining,
512-516, 519-5923
relying on verbal expressions of,
483
subjective notion of, 467-468
In transactions with different
values, 596
Probability distributions, 468-469
Problem definition, 6-7
Procter & Gamble, 29, 50, 235, 238,
344, 504, 581
Procurement:

by Department of Defense,
600-601

through auctions, 625, 647-648
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Products:
bundling, 365-368
customized, 103-104
multiple, maximizing production
of, 202-203
lving, 368-306%
Product differentiaton:
A48 barrier to entry, 502
in monopolistic competuon,
314-315
in oligopolies, 351
Procduction, 179-203
cconomies of scope in, 235-236
clhicient, 282
with lixed propordons, 196197
in-house vs. outsourced, H5H6-557
least-cost, 189-1906
in the long run, 187-196
for maximum output, 680-682
measuring production functions,
196-200
al minimum cost, 082—-083
multinational, 3, 98—-100
with multiple production facilities,
200)-202
with multiple products, 202-203
with one variable input, 181-187
production function, 180-131
sales force allocation, 179,
203-205
Procduction costs, 221-231
long-run. 227-231
minimizing, 682-683
short-run, 222-226
Production functions, 180-181,
196200
Production technologies, 180
Production with fixed proportions,
196-147
Productivity:
signaling, 549
specialization for improving, 557
Product line organization, 538
Product satety, 436
Profit, 8
accountng, 214
economic, 215-217
from multiple markets, 66—67
Profitability:
and concentration, 334—-337

raising current market share for.
14n.4
Profit analysis, 35-36
Prolit curve, 38
Prolit funcuon, 30, 29-060, 63—60
Profit maximization:
calculus tor, 29-60)
lmitations of, 8
with limited capacity, 219-22]
by monopolies, 299-300
in pertectly competitive market, 270)
by price discrimination, 98
Property rights, 416
Proxyv battles, »70-a7 |
Public corporations, separation ol
control and ownership n,
H6Y-576
Public goods, 439-441
Public-sector decisions:
benelit-cost analysis for, 439-441
evaluating public projects, $44-447
objective In, 8
Punitive strategies, 393-394
Pure monopolies, 299-304
as markelt category, 264
perfect competition vs., 304-307
Pure public goods, 439
Pure selling problem, 91
Pure strategies, 409

Q
Quality, signaling, 548-549

Quality advantages, as barrier to
entry, 302

Quantity competition (oligopolies),
337-342

Quantity-price contracts, b01-604

Quiznos, 50

Quolas, trade, 286289

R

R? statistic, 135-136

Random errors, 144

Random fluctuations, 145
Randomized strategies, 404

Rational apathy, 570

R&D, see Research and development
Real income, 76n.4

Recessions, 145

gearing down for, 465, 495-496
and stock market prices, 530
Recehok, 314
Regional Greenhouse Gas Initiative,
429
Regression analvsis, 128~144
interpretng staustces from, 13.*'1%14(}
ordinary least-squares l't;gressihn,
128135 | :
potential problems with, 140-¥44
with spreadshect programs,
171-175
Regulation, 415-417
of airlines, 336
of AZT, 4154106, 451-1452
cost minimization for, 668-=669
ol drugs, 451-452
cnvironmental, 4-5
and market failures, 416-417. See
also Market tailures
ol natural monopolies, 310-312
new public building projects vs.,
447
of New York taxis, 298, 317-318
reforms in, 434—-435
of lelecommunications, 313
of therapeutic drugs, 451-452
Relevant costs, 213-221
cconomic profit, 215-217
[ixed costs, 217
for multiproduct firms, 243
opportunity costs, 214-215,
219-221
sunk costs, 217-219
Rents, 418
Rent-seeking activity, 413
Repeated competition, 374-375,
393-397
Repeated negotiation, 607-608
Reputation, 395
to avoid adverse selection, 548
in repeated negotiation, 607-608
Research, promoting, 432-433
Research and development (R&D):
decision making tor, b, 9-10
optimal-stopping problem for,

D21=920

sequencing investments in,
H26-527

sequential decisions for, 477-482

Reserve (reservation) prices, 591,
629, 645

Resources. See also Natural resources
as barrier to entry, 302-303
shadow price of, 674-679

Response accuracy, 124

Response bias, 124

Responsibilities, assigning, 557-562

Returns to scale, 187-189, 231-235

Reuters, 103

Revco, 421

Revenue:
expected, from auctions, 641-647
from information, 101-102
marginal, 40, 42—-45, 65, 90-91
maximizing, 91-93
price elasticity and changes in, 90
Revenue analysis, 39-45
Revenue equivalence theorem, 642
Revenue function, 33-34
Revenue projections, margin of error
with, 12
Reverse sequential decision making,
180-481
Risk(s), 466. See also Uncertainty,
decision-making under
assessing, 436—438
credit, predicting, 517-519
in decision making, 8-9
ditficulty in identifying/evaluating,
483484
In international business,
476-477
and motivation of workers,
565-566
perception of, 437, 438
Risk aversion, 484—495
of bidders, 644
and certainty equivalent, 484-485
defined, 485 ;
and demand for insurance,
485—486
and expected-utility rule, 487-495
on linear utility graph, 493
In negotiation, 597-598
Risk management, 486-487
Risk neutral decision makers, 484
Risk premium (RP), 586
Risk sharing, 598
Rite-Aid, 421

Rodriguez, Alex, 191

RP (risk premium), 586

R-squared (R®) statistic, 135—136
Rules, in competitive situations, 372
Runyan, Damon, 506

Ryanair, 337

S

SAC, see Short-run average cost

Sales force allocation, 179, 203205

Sample bias, 124

Sample variance, 129

Samsung, 383

Sara Lee Foods, 5()

Sarbanes-Oxley Act (2002), 576

Satisficing behavior model, 14

Scale of operations, 187

Schelling, Thomas, 604

Schultze, Charles, 4-5

Scientific models, 11

Scott Paper, 420

Sculley, John, 108

Sealed-bid auctions, 625, 631-639
bidding strategies for, 631-639
Dutch auctions vs., 631, 642
equilibrium bidding strategies,

636—639
strategy against a bid distribudon,
632-635
Scaled competitive bidding, 631-632
Sears, 579

Seasonal variations (seasonality), 145
152-153

Second-degree price discrimination,
100

Second-price auctions, 630
Self-selection, 546
Sensitivity analysis, 46-51
linear programming for, 671-674
as step in decision making, 12-13
Sequential decisions, 218, 477-484,
526527
Sequential games, 388, 393
Serial correlation, 144

Service line organization, 558
Shadow prices, 674-679

¥

Shareholder empowerment, 572-573

Sherman Act (1890), 418, 419

Short-run average cost (SAC), 224,
226228
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Short-run costs, 259-260

Short-run marginal cost (SMC),
224228
Short-run production, 18]
Short-run production costs, 229-99¢
Short-run supply curve, 270
Shut-down rule, 24(0-249
Signaling, 548-549
Simon, Julian, 263-264, 289
Simple regression, 171-173
Simultaneity, 142
Single-product firms, cost analysis
tor, 238-242
Size of companies, 554-555
Slovik, Paul, 437
SMC, see Short-run marginal cost
Smith, Adam, 275, 571
Socially determined values, 450
Social responsibility of business, 14
Software:
for linear programming, 683-689
spreadsheets, 70-73, 171-175
Sony Corporation, 383, 384, 434
Sotheby’s, 422
Space shuttle explosion, 522-524%
Specialization of labor, 183
Sports franchises, 191
Spreadsheets:
optimization using, 70-73
regression analysis with, 171-175
SSE, see Sum of squared errors
Stakeholders, 14-15
Standard deviation, 129
Standard error of a coefficient, 138
Standard error of the regression, 140
Standard Oil of new Jersey, 419
Staples, 420
Starting a business, cost of, 215-217
Statistical tables, 176—178
Statistics, interpreting, 135-140
Stock market, 506, 530-53%2
Stock market indices, 154
Stock repurchase, 626-627
Strategic barriers to entry, 303, 392
Strategic commitments, 353-355
Strategic complements, 353
Strategic profit analysis, 371. See also
Game theory
Strategic substitutes, 353
Strategic thinking, 328
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The Strategy of Conflict (Thomas
Schelling), 604
Structural models, 144
Subjective probability, 467-468
Substitute goods and services,
79-80, 329
Subway, 50
Sum of squared errors (SSE), 129, 132
Sunk costs, 217-219
Sun Microsystems, 237, 303, 4292, 423
Supercollider program, 219
Supply and demand, 265-269
basics of, 265-267
shifts in, 267-269
Supply curves, 265
in competitive equilibrium,
270-272
long-run, 273-274
short-run, 270
Surveys, 124-125
Sutton, Willie, 611
Switching costs, 302

Symmetric firms (oligopolies),
339-342

T
Tangent, 38
Tangent slopes, 61
Tariffs, 286—289
Taxis, in New York City, 298, 317-318
Teams, 560-H61
Technologies, production, 180
Telecommunications industry,
313-314
Television industry:
high-definition standard tor,
383-385
Olympic games rights, 92-93,
62%3-624, 649-650
ratings game in, 3756-378
Tender offers, 606—607
Texaco, b-6, 610-611
Thapsody, 434
Theory of the firm, 13
Third-degree price discrimination,
100
Thums Up, 477
Tight oligopolies, 333
Time of adjustment, elasticity of
demand and, 85

Time-series data, 126

Time-series models,
145-147

Time Warner, 421
Tirole, Jean, 354, 355
Titanic (movie), 628-629
Tit-for-tat strategy, 394-395
“Top-Dog” strategy, 395
Toshiba Corporation, 235, 383
Total profit:
as difference between total
revenue and total cost, 44
maximum, 41
Transferable emissions permits, 429
Transfer prices, 561
Transfer pricing, 255-253
Travelers Group, 247, 420-421
Trends, 145
fitting, 147-153
linear, 148
nonlinear, 143
Triplecast, 92
t-statistic, 138-139
Twain, Mark, 596
Twentieth Century Fox, 383, 629
Two-part pricing, 100
Two-tailed test, 139n.5

Tyco International, 576
Tying products, 368-369

U
UMW (United Mine Workers), 616
Uncertainty, 8-9, 466-467. See also
Risk (s)
about payoffs, 523
in international business costs, 476
Uncertainty, decision-making under,
465-496. See also Auctions
decision trees for, 469-475
expected value 1n, 468469
in gearing down for recession, 465,
495-496
probability in, 467-468
and risk aversion, 484—495
sequential decisions in, 477-482
Uncontrolled market data, 127-128
Underestimates, 144
Unitary elastic demand, 82
United Airlines, 336, 353
United Mine Workers (UMW), 616

U.S. Air, 404-405
U.S. Bureau of Economic Analysis,

154

1.S. Steel, 357, 419
United States Sentencing

Commission, 576

United States Treasury, 647

[Iniversal Pictures, 434 ¥

W

L Intversal Studios, %44, 383
University of ( ‘.hit';lgu-li(".{ A

approach, 335n.5

Utility curve, 4992-493

V

Value(s):

of benefits and costs, 448—-451

common, 636, 639, 641

expected, 468469

of the game, 380

of information, see Value of
information

negotiation with differences in,

595-598

Value asymmetry, 644-645
Valueless information, 514-515

Value maximization, 13-15
Value of information, 506-532 |

in determining probabilities,
512-516, 519-523

in forecasting the economy, 506,
530-532

in increasing alternatives,
527-530

in NASA’s risk analyss,
h22-523

for optimal searches, 523527

in practice, 519-523

in predicting credit risks,
517-519

in using decision trees, 507-511

Variables:

in competitive situations, 372-375
continuous, 601-604

decision, 59, 662

dependent, 60, 130

dummy, 153

independent, 60, 130

omitted, 141

Variable costs, 222, 223, 227
Variable input (production), 182

Versioning, 104

Vickrey auctions, 630, 6492
Video sales, 102

Von Neumann, John, 487

W

Walk-away prices, 591
Wal-Mart Stores Inc., 302, 384
395-396 |
Walt Disney Cor ]
poration, 3, 155,
383, 434 M.
Warner Books, 594, 629

Warner Brothers, 383, 384
Warranties, 548-549

WebEx Communicat;
tion, 551n.
Wendy'’s, 50 ik

West, Mae, 218
Western Electric, 419
Whirlpool, 421

Winner’s curse (aucti
ons), 639-6
646 ) ?

WorldCom, Inc., 576

World Health Organization, 16
World Trade Organization, 16

2

Index

Y

Yahoo, 237, 645

Yield Hanagement, in airlin
e

industry, 74—
YouTube, '2:-’.’}'y 7

Z

Zero-sum games, 373 379
Zone of agreement, 591

745




]

e

THIS BOOK IS FOR SALE
ONLY IN THE COUNTRY
TOWHICH IT IS FIRST
CONSIGNED BY WILEY
INDIA PVT. LTD. AND
SHOULD NOT BE
RE-EXPORTED.

4 :'lﬂ;. _
P oy X

ISBN:978-8L-2b5-4434=-9

9784812k

EWYINS




