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organizational framework, government and
nonprofit sectors 56–60
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376–7
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376–7
output maximization 300

break-even analysis 306
outputs 293–5

determining rate of (cost-plus pricing)
280

over specified regression models 36
overhead allocation 198–9

panel data 138
Panel on the Nonprofit Sector 291
Pareto Criterion 20

cost—benefit analysis 387
parking fees 284
pass-through rate 132
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“pay as you go” policies, disaster relief 8
pay-for-performance 349–50
payment in lieu of taxes (PILOT) 52
payroll taxation 132
peak-load pricing 257
perfect competition 226, 230–1

long-run adjustment 237–40
in not-for-profit industries 230–40
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232–7
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252, 256–7
perfectly competitive market
performance assessment 314–17
performance-related pay 349–50
perpetuity formula 356–8
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272
personnel economics 349–51
Pew Charitable Trusts, Philadelphia 44
Philanthropic Research, Inc. 54

philanthropy 67
panel study on U.S. household

contributions 47–8
phone calls, long-distance 256
piece rate contracts 172
PILOT (payment in lieu of taxes) 52
point estimates, regression models 34
political action committees (PAC) 177
positive externalities 157–8
Post Office

monopoly 241
substituting capital for labor at the 193

Postal Rate Commission 193
preferences 310–11
preferred outputs 293–5

break-even analysis 306
objective function 296, 298

present value
and discounting 353–6
perpetuity formula 356–8

pressure groups see interest groups
prestige optimization, universities 299
price

controls 100–7
discrimination 251–7
equilibrium 90, 94
as rationing device 91–3
regulation 247–51
sticky 267–9

price ceilings 105–7
price elastic demand 123
price elasticity 125–7
price elasticity of demand 122–5

elastic demand with respect to price 123
inelastic demand with respect to price

123
unitary price elasticity of demand 124

price elasticity of supply 127
price elastic supply 127
price floors 102–4

minimum wage as 103–4
price inelastic demand 123
price inelastic supply 127
price leadership 270–1
price makers 243
price setters 243
price takers 231–2
pricing

concepts 284
cost-plus see cost-plus pricing
in the public interest 283–5
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prisoner’s dilemma 274–5
private cost—benefit analysis (net
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private costs vs. social costs 203
private goods 40, 41, 49
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privatization 50

BBC 51
Russia 171
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producer cooperatives 167
producer surplus 97–8, 99–100

cost—benefit analysis 388–9
deadweight loss 101
licensing 176–7
rent-seeking 176–7
tax burden analysis 130, 131, 132

product differentiation 266–71
price leadership 270–1
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functions see production functions
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between 194–5
modeling 188–9
stages 195–6
value to firm of increased inputs 196–8

production functions 188–9
cost derivation from 204–7
with one variable input 189–95

production possibilities and scarcity 17–18
productive efficiency 19
productivity explanation for the existence

of the firm 162
professional associations 340, 343–4
profit maximization 299–300

break-even analysis 306
vs. revenue maximization 276

profit-maximizing rule 226–7
perfect competition 237

profit-seeking competition in higher
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profit-seeking firms 5, 12
characteristics 39
cost disease 219
crossing to government sector from 4–5
definition 6

employment 6, 10–11
“going public” 43–4
interaction between sectors 69–72
inter-sectoral competition 230
managerial discretion theory 308
managerial incentives 302
optimizing theory 162–3
perfectly competitive markets 231
principal—agent problem 170
public goods 41
sticky prices 267–9

progressive income tax 160
property rights

cost—benefit analysis 387
externalities 158–9
government and nonprofit sectors

39–40, 49
limiting externalities in Chinese state

owned enterprises 171
proprietary standards 228
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“going” 43–4
vs. private 43–4
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public choice 173–8
public finance 159
public goods 40–2

problem see free rider problem
uniqueness of demand for 107–9

public interest, pricing in the 283–5
public interest groups see interest groups
public library case, cost—benefit analysis

387–90
Public Trust Doctrine 43
Puget Sound Regional Council (PSRC),

Washington 284–5
purchase of service contracts (POSC) 68

vs. grants 68–9
put options 358, 360

qualitative forecasting 133, 135–6, 143–4
quality circles 194
quality issues

assessing firm performance 314, 317
athletic programs as indicator of

university quality 323–4
cartels 269
employee associations 344
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quasi-public goods 42, 45, 49
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Reagan administration 367
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recreation, cost—benefit analysis 376–7
Red Cross 7
regression models 24–37
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323–4
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136–43

cost function estimation 217–18
daily demand for natural gas,

forecasting 136
evaluation 27–34, 141–2
intercept and slope, interpreting 26
multiple linear regression 35–7
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evaluation 27–34; underlying
assumptions 26–7

overhead allocation per job 199
point and interval estimates 34
price elasticity of demand 124–5

regulation
externalities 158–9
fee/price 247–51

rent control, as price ceiling 105, 106–7
rent-seeking

fee/price regulation 250–1
public choice and collective decision-

making 176–8
reputation 241
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residuals (deviations), regression models

25, 26
resources 13
retirement living at universities 295

return on investment, cost-plus pricing 283
returns to scale 216

long-run costs 216, 217
see also economies of scale

revenue
balancing with costs in Chinese state
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estimating 136–44
forecasting 133–4
total 125–7

revenue maximization model 275–6
revenue shock adjustment 352–3
revenue sources 60–7

contributions 65–7
endowment income 67
sponsor subsidies 65
user fees 63–5

risk, firms as redistributors of 161–2
risk-adverse institutions 351
risk reduction, options used for 358–61
Rubin, Robert E. 4–5
Russia, privatization 171

sales force composite forecasting 135
sales taxes 129–33
Sandy, Robert 381–2
Santa Monica rent control 106–7
satisfaction

and demand 80, 81
and utility 116

scale economies see economies of scale
Scandinavian countries, excise taxes 130
scarcity see economic scarcity
schools, external examinations vs. internal

assessments 317–18
scope, economies of 283
seasonal behavior 142

Winters exponential smoothing 143, 144
second-degree price discrimination

(multipart pricing) 252, 256
Section 501(c) organizations 53–4,

159–60
IRS good governance recommendations

315
Securities and Exchange Commission

(SEC) 341
selecting the right niche 265–6, 285–9

game theory and strategic behavior
271–4

product differentiation 266–71
self-dealing 291
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serial correlation, regression models 33–4
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shadow wage 346
Shaw, Kathryn L. 349, 350
shirking and team production 342
short run 207–8
short-run adjustment in perfect competition

233–4
short-run average cost (SRAC) curves

215–16
short-run costs 207–14

costs per unit of output 212–14
short-term forecasts 135
shortages 91–2, 94
Sierra Club 14
significance, statistical 28–32
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simple (bivariate) linear regression 24–34

estimating client demand and revenue
140–2

“sin taxes” 159
Skokie, Illinois, public library 387–90
Smith, Adam 172

invisible hand 100, 151
perfect competition 230

Smith, Vernon L. 99–100, 175
social benefit maximization 300–1
social benefits 156
social cost—benefit analysis 370–1
social costs 156

vs. private costs 203
Social Economists 161
social sector 11
soft incentives 164
sole ownership of strategic resources 241
Solow, Robert 379
sourcing, government competitive 202–3
special interest groups see interest groups
specialization 216
sponsors 56–7

subsidies 65
trust on behalf of 155–6

stakeholder view 165–6
Stamp, Trent 7–8
standard error (SE), regression models 30

standard error of the estimate (SEE),
regression models 34

standardized products 231
standard-setting organizations 317
state owned enterprises, Chinese

balancing revenue and costs 242
defining property rights to limit

externalities in 171
state universities 45–6
statistical significance 28–32
sticky prices 267–9
stocks 39, 302
strategic behavior

and game theory 271–4
MacMillan Matrix 276–8

strategic goals 289–90, 324–30
assessing NFP firm performance 314–17
break-even analysis 303–8
commercial activity 312–14
institutional approach 290–1
managerial discretion 308–11
not-for-profit contracts and governance

291–3
objective function 295–302
operational targets and indicators

317–24
optimization 293
outputs and outcomes 293–5

strategic maximizing objectives 298–302
striking price, call option 359
student/teacher course evaluations 319–20
subgoal pursuit 170, 172

government corruption 173
subsidies

correcting market failure with 159–60
government and nonprofit sectors 51,

54–5
inter-sectoral competition 230
monopolies 241, 242: fee/price

regulation 250
perfect competition 233–4, 236, 237
sponsors 65
strategic maximizing objectives 300,

301
substitute goods and services 85

cross-elasticity of demand 129
industries dominated by NFP firms 229

substitution, marginal rate of (MRS) 118
substitution effects 81–2

utility maximization 120
wage changes 345
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100–2
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firm and market 86–8
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price: controls 102–7; as rationing
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price elasticity of 127
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supply curve 86
surpluses 92–3, 94
surveys of user’s expectations 136
Sweden, excise taxes 130
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taxation 43
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choice, limited 169
correcting market failure with 159–60
elasticities 129–33
excise taxes 129–33
government and nonprofit sectors 

51–5
pass-through rate 132
payment in lieu of taxes (PILOT) 52
payroll 132
progressive income tax 160
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unrelated business income tax 55

tax credits 160
tax deductions 159–60
tax expenditure 53
Tax Reform Act 1986 312
Taxpayer Bill of Rights 340
team building exercises 171
team production 350

and shirking 342
technology 19

entry barriers 241
long-run costs 216–17
productive efficiency 19

Tempel, Eugene R. 47–8

theories of the firm 161–8
third-degree price discrimination 254–6
third party government 50
third sector see nonprofit firms
time horizon 135
time series data 136

demand for nurses 138
forecasting meals served in childcare

centers 142, 143
tobacco products, health warnings on

391–3
Tocqueville, Alexis de 47
total costs

break-even analysis 303, 304, 306–7,
308

monopolies 243–5
perfect competition 236
short-run 209, 211–14

total product 191, 192
marginal and average product compared

to 194–5
total revenue 125–7

break-even analysis 303, 304, 306–7,
308

monopolies 243–5
perfect competition 235, 236
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trade schools 228
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trustees 57, 58

see also boards
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clients 155–6
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Tullock, Gordon 176
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uniqueness
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United States Department of Education 228
United States Department of Homeland

Security 342
United States Department of Labor 11
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utility 116
utility maximization 119–20
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value
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variable costs 204–7
break-even analysis 303, 304, 305, 308
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perfect competition 233–4, 236, 237
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monopolies 250

wage compression 349–50
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watchdogs 315, 317
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