
ECONOMICS TERMINOLOGY

This is the simplest yardstick of economic performance. If one person, firm or country can produce more of something
with the same amount of effort and.

The crisis destroyed wealth on a massive scale and sent absolute poverty shooting up. Adverse selection When
you do business with people you would be better off avoiding. Markets A place where goods and services are
exchanged. Supply and Demand Consider a good that is being sold in many places across a nation. At any
given moment in time, total physical capital may be referred to as the capital stock which is not to be confused
with the capital stock of a business entity. In a second or third, fourth, and so on price sealed bid, the highest
bidder wins but pays only the second third, fourth highest price bid. Large businesses have or more
employees. This gives the managers a powerful incentive to act in the interests of the owners by maximising
shareholder value. E econometrics: A branch of economics that applies statistical analysis to economic
theories. Unlike the usages mentioned above, this one has the units "dollars, or another currency, per unit of
time", where the unit of time might be a week, month, or year, making it a flow variable. A high-profile
lawsuit was launched against Microsoft in  The lost potential gain is the cost of the opportunity that is
accepted. In economic models , transfer payments are normally treated as a negative component of "taxes net
of transfers", leaving "government spending on newly produced goods and services" as a separate category,
often referred to simply as "government spending". This intensifies competition, as consumers can be made
aware quickly when there is a better deal on offer. GDP income-based : Equals the total earnings from the two
factors of production labour and capital , plus taxes but minus subsidies. This is one of two main sorts of
market failure often associated with insurance. When there is adverse selection, people who know they have a
higher risk of claiming than the average of the group will buy the insurance, whereas those who have a
below-average risk may decide it is too expensive to be worth buying. Agriculture Farming around the world
continues to become more productive while generally accounting for a smaller share of employment and
national income , although in some poor countries it remains the sector on which the country and its people
depend. Licence: All Rights Reserved Glossary : A-Z of business terminology The Guardian Economics and
business dictionary from The Guardian, with bias towards business and finance but covering main economics
concepts e. Example: A group of five specialists could all trade their respective goods and services to each
other. Most central banks usually also have supervisory and regulatory powers to ensure the solvency of
member institutions, prevent bank runs , and prevent reckless or fraudulent behavior by member banks. This
kind of asymmetry can distort people's incentives and result in significant inefficiencies. Bidders compete to
offer higher prices and drop out until only one remains. It was renewed on several occasions and has been
extended to  If the effect of the minimum wage on hiring decisions were found to be very small and yet the
numerical result is very unlikely to have occurred only by chance, then the estimated effect is said to be
statistically significant but not significant economically. Such asymmetric information can make it difficult for
the two people to do business together, which is why economists, especially those practising game theory , are
interested in it. A common version in macroeconomic modelling defines output as a function of capital,
labour, and productivity. The same standard of living costs different amounts of money in different places in
the world. Ideally, insurance premiums should be set according to the risk of a randomly selected person in the
insured slice of the population year-old male smokers, say. There are more than two hundred entries. The
crisis brought an end to a then widespread belief that there was a distinct "Asian way" of capitalism that might
prove just as successful as capitalism in America or Europe. For this reason it is often thought, especially
when a recession has persisted for a sustained period, that the unemployment rate understates the true amount
of unemployment because some unemployment is disguised by discouraged workers having left the labor
force.


