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Abstract

This special research aims to explore methods in translating economic terms in the
book Naked Economic written by Charles Wheelan for general audience from English to Thai
language as a number of economic terms appear in the source text to the extent that it became
one of the prominent characteristics. The researcher, therefore, has an intention to seek
appropriate approaches in translating 44 selected economic terms which are the problems for

translation to meet the set objective

The researcher has reviewed various relevant theories and approaches and found that
Christiane Nord’s text analysis, notions about specialized texts from the point of view of
terminology, basic knowledge about the U.S.’s economy, society, and politics are very important

for the understanding and analysis of the content and the context of the source text.

In the same way, Peter Newmark’s Communicative Translation and Sue Ellen Wright’s
methods of specialized text translation provide the researcher with knowledge crucial for the
decision-making process when translating and enable the researcher to choose the most
appropriate terms and phrases for a given communication where the audience is the general
public. In addition, Jean Delisle’s Interpretive Approach and Lunica Sabina Tracius’'s methods of
economic conceptual metaphor translation are very helpful in setting a direction and solving

problems when translating economic terms.

All of the theories and approaches mentioned above are very useful for the researcher
in choosing the appropriate approaches for translation of economic terms for the general
audience so that the researcher can effectively transfer the terms from the source culture to the

target culture.
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“I pretty much wrote this book by accident, if that’s possible for a book. | was
teaching a course on economics at the Medill School of Journalism and | was not able
to find a book that would be appropriate for the course. | called a friend in the
publishing industry and asked her for a recommendation. | explained that | wanted a
book that would convey the big ideas in economics without getting bogged down in the

math.



After a long pause, she said, “l don’t think there is one. But you're going to write
it. It's going to be called Economics for Poets. And I'm going to read it.”
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“This is truly unique book. It contains no equation, no inaccessible jargon, and
no inaccessible jargon, and no inscrutable diagrams. While equations and diagrams
may well be behind many of the ideas in economics, Wheelan shows that they can be
reduced to plain English. He boils economics down to essentials. He demonstrates the

term “lucid economist” is not an oxymoron.”
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1) Easy money WNEDY “In the most literal sense, money that is easily acquired.
Academically speaking, the term specifically denotes a condition in the money
supply. Easy money occurs when the Federal Reserve allows cash flow to build up
within the banking system. This lowers interest rates and makes it easier for banks

and lenders to loan money. Money is therefore easily acquired by borrowers.”
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2) Free rider RUBDS “In economics, the free rider problem refers to a situation where
some individuals in a population either consume more than their fair share of a
common resource, or pay less than their fair share of the cost of a common

resource.”
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1.4.1 Indeed, Harry Truman is reported to have said that to avoid ambiguity, he wanted

to have “one-armed economists.”

1.4.2 Perot argued emphatically during the presidential debates that the North American

Free Trade Agreement would lead to a “giant sucking sound” as jobs left the

United States for Mexico.

1.4.3 In a sense, it was Adam Smith’s invisible hand passing Coca-Cola through the
Berlin Wall.

1.4.4 If low interest rates, or “easy money,” causes consumers to demand 5 percent
more new PT Cruisers than they purchased last year, then Chrysler must
expand production by 5 percent.

1.4.5 On September 11, 2001, hours after the terrorist attacks on the United States, the
Federal Reserve issued the following statement: “The Federal Reserve System

is open and operating. The discount window is available to meet liquidity needs.

1.4.6 But that can actually be part of the problem; it is easy to be a “free rider” and let
someone else, or some other organization, do the work.

1.4.7 But he said that | should not have written admiringly about stock options as a tool
for aligning the interests of shareholders and management because they are “an
instrument of the devil.”

1.4.8 He describes options as “managerial heroin,” because they create an incentive for

managers to seek short-term highs while doing enormous long-term damage.

1.4.9 The problem is that the bankers making huge commissions on the buying and
selling of what would later become known as “toxic assets” do not bear the full
risk of those products; their firms do.

1.4.10 If tax rates get high enough, individuals and firms may slip into the “underground
economy” where they opt to break the law and avoid taxes entirely.

1.4.11 Indeed, “green taxes” collect revenue by taxing activities that are detrimental to
the environment and “sin taxes” do the same thing for the likes of cigarettes,
alcohol, and gambling.

1.4.12 Indeed, “green taxes” collect revenue by taxing activities that are detrimental to
the environment and “sin taxes” do the same thing for the likes of cigarettes,
alcohol, and gambling.

1.4.13 This phenomenon, whereby taxes make individuals worse off without making

anyone else better off, is referred to as “deadweight loss.”



1.4.14 One intriguing and practical middle ground is the notion of “libertarian
paternalism,” which was advanced in an influential book called Nudge by
Richard Thaler, a professor of behavioral science and economics at the
University of Chicago, and Cass Sunstein, a Harvard Law School professor now
serving in the Obama administration.

1.4.15 Spain, France, Norway, Israel, and many other countries have “opt-out” (or
presumed consent) laws when it comes to organ donation.

1.4.16 In contrast, the United States has an “opt-in” system, meaning that you are not
an organ donor unless you sign up to be one.

1.4.17 On the other hand, economists have asked whether this kind of regulation is less
of a “helping hand” for society and more of a “grabbing hand” for corrupt
bureaucrats whose opportunities to extort bribes rise along with the number of
government permits and licenses required for any endeavor.

1.4.18 On the other hand, economists have asked whether this kind of regulation is less
of a “helping hand” for society and more of a “grabbing hand” for corrupt
bureaucrats whose opportunities to extort bribes rise along with the number of
government permits and licenses required for any endeavor.

1.4.19 This “fiscal drag,” as Burton Malkiel has called it, stems from two things.

1.4.20 The most ardent “supply-siders” argue further that tax cuts can actually raise the
amount of revenue collected by the government because we all will work harder,
earn higher incomes, and end up paying more in taxes even though tax rates
have fallen.

1.4.21 His paper entitled “The Market for Lemons” used the used-car market to make its

central point.

1.4.22 This creates an adverse selection problem, just as it did with the Hope

Scholarships.

1.4.23 Under any “fee for service” system, doctors charge a fee for each procedure they

perform.
1.4.24 The only fix for this inherent problem is to combine guaranteed access to
affordable insurance with a requirement that everyone buy insurance—healthy

and sick, young and old—a so-called “personal mandate.”

1.4.25 From the consumer’s standpoint, this is the beauty of capitalism. From the

producer’s standpoint, it is “commodity hell.”



1.4.26 In other words, does Harvard add great value to its students, or does it simply

provide an elaborate “signaling” mechanism that allows bright students to

advertise their talents to the world by being admitted to Harvard?
1.4.27 Stocks and bonds are complicated enough, but then there are options, futures,

options on futures, interest rate swaps, government “strips,” and the now

infamous credit default swaps.

1.4.28 Implicit in Adam Smith’s invisible hand is the idea of “creative destruction,” a

term coined by the Austrian economist Joseph Schumpeter.
1.4.29 In the case of the “tech wreck,” we massively overinvested in Internet businesses
and related technology.

1.4.30 Many American households were “excessively leveraged,” meaning that they had

borrowed far more than they could manage.

1.4.31 At that point, monetary policy can’t do anything more; it becomes like “pushing
on a wet noodle,” as Keynes originally described it.

1.4.32 When Americans without jobs give up on finding one, they no longer count as

unemployed and instead become “discouraged workers.”

1.4.33 Social Security is a “pay-as-you-go” program.

1.4.34 Indeed, we can explain the importance of demographics and fix Social Security
all in the next two paragraphs.

1.4.35 Imagine Social Security (or Medicare) as a seesaw in which payments made by
workers are on one side and benefits collected by retirees are on the other.

1.4.36 Governments (Washington, D.C., and the states) have been running deficits, or
“dissaving.” (U.S. businesses were the only ones setting any money aside until
households were shocked into saving by the recession.)

1.4.37 After a weekend of deliberation at Camp David, Nixon unilaterally closed the gold

1.4.38 Since then, the United States (and all other industrialized nations) have operated
with “fiat money,” which is a fancy way of saying that those dollars are just
paper.

1.4.39 Fixed or “pegged” exchange rates are a lot like the gold standard, except that

there is no gold.
1.4.40 America can “inflate away” much of its debt to China (and other creditors) by

printing money.



1.4.41 In places where Europeans could not easily settle because of a high mortality
rate from disease, such as the Congo, the colonizers simply focused on taking
as much wealth home as quickly as possible, creating what the authors refer to
as “extractive states.”

1.4.42 The result, in the words of one economist, has been a “largely self-imposed

economic exile.”

1.4.43 There is something in labor economics called the “backward-bending labor

supply curve.”

1.4.44 The result is what economists refer to as a “sclerotic” labor market.
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AINUNIRNOHHUAZURINA 9 NLNIDBI

maudadrunlagsrnuasfdanyitassgenaainlsngluniifei309 Naked Economics
284 Charles Wheelan % f33udiudasiianuiuazanudilangsg uwinig uszesdannug
99 Mindasaldmaninudadiunduattldinanzausanadainuadszasdnisudaun

a U @ R

fga fIpdsldiiandnmuaznumuumifauszasdainuone g ARsanudrindudszlond
GamuUaniunainan laun (1) MIaTNEAaILNAULKINIINNNIIVALATIZHRIBY Chistiane
Nord (2) UIN19MILUaluURaauva9 Peter Newmark (3) Win19mshlaluufanunans

284 Jean Delisle Uag (4) WMIAALALINLAILNIANIZNNG ANEIGD asTeaziBaada (Ui

a ¢ o a 3 T
2.1 NIIAIICRAIUNANNLEWINIIIINNIINAILAICHYDY Christiane Nord

Christiane Nord (1998, 1989 819fialu 133041 UadaIINLI89, 2545: 26-31) |elanannui)
NNINT=iIN1IuYa (Translatorisches Handeln) ﬁtﬁumsﬁﬁﬁaﬁwmmuuﬂa nanda Huladas
Liﬂiﬂﬁaqmjwmwaamuuﬂaﬁﬁwom (initiator) #aINIANTTINRBADY waIRIulanIun
nnmdumadumendsemaiarldunudasmunsnasusussminfivassaunlniansssa
Usnamaldmaunldsuvounang

Nord Vlﬁaﬁmﬂm:mumﬂ,maLﬁauﬁﬁp‘”@lqﬂizaaﬁé’aﬂdnmu‘ﬂqwﬁ FINITRUDNIN
wHnITS N “UWHHDALEAIITNNIULANTD ¥IDNITLIKNNIUUILLLINNAY (Zirkelschema
des Translationsprozesses)’ @augaslWiiuionszuaunsudsmdumstonanaaunduativd
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Anandnany anduldnssunduatvuazunuladnsfiduaiesdalunmsfomsmaaiuniam

a v v o v a &/
LLﬂzﬂJN’J’]’iﬂx‘ix‘]’]%“fﬂl%ﬂiZU’)%ﬂ’]iLLﬂﬂLﬂ@]“ll%
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1) MINATZHBIALUIZNaUNBKENAIUN (Extratextual factors)
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wwIaddalunisiesns Aadi
1.1) {avas (Sender)
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1.2) Lﬁ?@)u’n/adg}lyﬁdmi (Sender’s intention)
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ANUIEN W3 Titnsiidala Wudn waaRlaanIRITINToNad9 9 GBI RTAN
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1.3) #3U&17 (Audience)

;;;T%'umﬂﬂuﬂaﬁ'aﬁﬁmméﬂﬂ”nujﬁa‘lumiﬁams LWiﬁzLﬂugﬁmumﬁamMmi
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1.4)9 (Medium)
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1.5) qOIUN (Place of communication)

o o & o e A o & 4 Al A o A
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1.6) 1381 (Time of communication)
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1.7) loamamia (Motive for communication)
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1.8) niAMwaIaIUN (Text function)
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2) MAAleNzresddsznaunludiun (Intratextual factors)
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2.1) w"?m”m?'aa (Subject matter)
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2.2) 1fkan1 (Content)
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2.5) 879111 (Non-verbal elements)
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2.6) AN (Lexis)
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2.7) lassasrvszlom (Sentence structure)
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L‘ﬂ’?sl"ﬂiﬂ UQZLaﬂ@]ﬂJﬂG@u’)U‘YINWﬂLﬁE}\‘]WQLﬁﬁllﬁ/ﬁ’mﬁiﬂ LLﬂﬂ@w’]UﬂvLﬁE] g9LRANTRY

2.1 uwnsnmsudauuusana1uuas Peter Newmark

Peter Newmark (1995 8afialu gwysdl Tuwdi, 2554: 8-10) ldvinanaunamanisualy
& A ) . . <& 2]
NIRANA 8 LIN NMILUILUURDAIN (communicative translation) wwtduinaauwInteniteann

LWINNNIRYAAINE

Newmark "L@Tagﬂ"l,i’luuﬁfa 581384 A Textbook of Translation F1uwIN1sNIsudanuuFe
A7 (communicative translation) %alﬁmmﬁm@ﬁbﬂsmgLﬁu%é'ﬂf‘:l,ﬂuummamilma‘ﬁ
mm:auéwm%’ummﬂamﬂﬁq@ wonwilenNMILUaLULATUAIY (semantic translation) Galw
ANNRA YU LN U LU ;ﬁaﬁ”mza%msJLmeomiLqufi 8 uWINIANT Newmark

WLana addia i

AUANNAATEI Newmark ua? miwdasansandsaan leidusastszinnlug g laun
MIUUAUUULHBNIIN BN BTG BT (Source Language emphasis) wazMILUaluuLiunaI
wihlazasgdulunimuia (Target Language emphasis) lasiinnmduny (source language)

wazENUaN8NN9 (target language) Nudwnasilunsutalsznn

Newmark VL@T%”@L’%'UJLLaz"Lz\iiz@”un’mLﬂaLLuuLﬁumiﬁ"ﬂmmmﬁuaﬂumﬂﬁq@awa”uvlﬂ
@ma"']ﬁmuﬁammﬂaLLUULﬁummLiT'flﬁmaa;jé’mlummLLﬂamﬂﬁqmﬂugﬂé"m:rm”a V @9

LRBATNATHE
BT HI AR wingawlumuiula
n1sudanuuaisiadn nIaaulad
mMautaauenanss MIndaluuaaT
mmﬂmwu%’nmgﬂmw MIkdauuuAuay

NILUaLuUAILAINN msudaluuFaay
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AN BILNBLMWINNIAUE 8z nMsudauuudidadn (word-for-word
translation) tunsudafiiumasnmmduatuinige sesasaidunsudauuueny
@8N (literal translation) M3uUaLLLININIUAIY (faithful translation) aufaL LazmIula

WUUATLAW (semantic translation) iTumsudafiunssnnamduativieenge

MIBURLU VLA TN NG Ul ULD wEa (Source Language emphasis)

& v A o ¥ & a 1o &
LL%’J‘YI’Nﬂ’]iLL‘L]ﬂul‘!GLu%‘ﬂ'ﬂ&iﬂ‘]ﬂ’]gﬂLLUU“ﬂ N BN LT uRAN I@]&IVL&IQ']‘H,G

anudusssumduasnsdaianis suunidu 4 Uszinn Usznaveae

1) mudauvvsisiadi (word-for-word translation) \wnsudadidadiain
MG Snd1aui wladudazdnlag lddilstsusun

2) MIulauuUANGIsnEs (literal translation) \uwnsulansnmnlaseainsves
menduaily fnsudadfaseialaglidfiefsusunaesnm

3) mmﬂmwufnmgi/mm (faithful translation) Hunsudsiiatiaanunang
Posmsnaumarflassaismenudanasyinle ﬁmw%amwiaﬁuaﬂ’umnﬁqm

4) MIUUALUUATUAIIN (semantic translation) unsudaiiedianaa

AMNRUILVDINTEIAUNI LLazﬂa"L’stﬁa’S'ﬁmﬁm URZDIINIFVDIAUALY

YU ABING LTBUBILNBANNINNIIAIUDINAZNDIN NIAaLLRY (adaptation) LTwn13
LLﬂaﬁLﬁummuﬂamﬂﬁq@ auIaEnILUaLULBaT (free translation) NMTUUALLLLALAINW
(idiomatic translation) wazNsLUaLULREAINY (communicative translation) Wunsudanisi

v A
Mulane EJ‘Y]E‘J@]

mswlanuuinanun lavasdatwlvnisularludaa (Target Language emphasis)

LmeamiLLﬂaﬁq\‘iLﬁuﬁa:%'ﬂmm’]wmwaammﬁumaLﬂu%a”mﬁ'alﬁgﬁhu
mmsm‘ﬂ”ﬂauwLLiJa"L@Tmﬂﬁ'q@ Taglineerusnslasigsnsniz swwndn 4 1Uszan

Usznavag

1) MIAAULAY (adaptation) \Jumsudansnen Biamizanununsvesdualy
a , a ' = ad P o @
WWesathadod lasldasliBagdunuussiimadousasduadiy

2) mautauyudase (free translation) \wmsutaiwainslannudnnes
Fuatuwinte Imsiauatitannlnaien ﬂ;ﬁJLL‘uuLLa:ﬁmﬁl,mmmvl,ﬂmﬂﬁuaﬁu

3) mMudauyuiiuau (idiomatic translation) \unsudandignaa “eny” 284
FuatuNNNInNe LaaunInsatainsisundasting Smslaimuminanizuasnm

Uasnmsuaiazlddnngluduadiy
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4) mMsulauvyuFaniu (communicative translation) Wunsudansnmn
mm%mﬂmuﬁmmamuu‘%umaammﬁumo Lﬁﬂﬁ’]LLﬂzﬂ’]B’]Lﬂuﬁﬂa&I%’uLL&:‘ﬁ’ﬂﬁ

Unnglalasvialy

Peter Newmark lduaasanufadiudomahuwinmenisudsveaanldllunidsdaisas
A Textbook of Translation 11 ALNEIMILUBLLLATUAAY (semantic translation) LazN1TUUa
LUURaAIY (communicative) whifuﬁ'mmsnmauauaaqwﬂxmﬁm”nmaammﬂaaaaﬂszmi
ndnfa masnen liSsanufssasivenitanuazanaliduevesiionny Newmark dadn
mMatdaluuaIuanununzirIuMILdasundssinnidun1Iuaadaan (expressive text)
°nm:ﬁmslmmmuéamwwmm:émfummﬂa@ﬁwLﬁumﬂﬁﬁaga (informative text) W8z

U7i@n"3 (vocative text)

P 2 ] Ao & & o, v A
Newmark ﬂﬂ']’JﬂGfﬂiLL‘ﬂﬂLL‘U‘]Jﬁaﬂ'J']&I’J”ILﬂ%ﬂ']‘iLLl]iﬂV]ﬂ'lu\‘mGNE]']% aguuumsaam’m

U

] A o A a @ = o
LLﬂzLLﬂWHadLia\‘iLﬂu%aﬂ ﬂ’I‘JLL'ﬂﬂLLUU%SJLL%’JI%&H]zLL‘]Jﬂ“H’]@ (under-translate) UANUTALIWLLRS

FUNTTU NMILUaRUUBHINANI TN NI RN T UTITUTIR S LA A 1A A ﬁmﬂﬂﬁg‘{émmﬁ]

lainsuen ﬂsﬁﬁﬁﬁﬁé‘ddwuummaag LWSW:ﬁWﬁGﬁGﬂﬂNE‘T

q

' o @

I INNIMAUAI LD LRI
VOIRUAILNIALALY (Newmark, 1988: 47-48)

mnmsﬁﬂ‘mLLa:ﬂumumiLLﬂaLmuﬁiamm (communicative translation) 183 Peter
Newmark ;ﬁﬁi"ﬂwudﬁLmew@"'aﬂfehaﬁmwmmmmiamsﬁﬂﬁﬂ%‘ﬂ%ﬁumﬁuﬂa@”auwﬁuau”u
ﬁ;ﬁﬁ?ﬂlﬁanmﬁﬂmimnﬁwnu WS wikde3e9 Naked Economics ilusaunissinnldanm
'l1 (pragmatic text) ‘ﬁlﬁumﬂﬁ%gaLflum'”ﬂmm;@lﬂizm@‘i’maammﬂa Snns msulauuy
ﬁammﬂ'aaa(ﬂﬂﬁaan"’umwﬁaamwaa@wﬁﬁamﬂlﬁéﬁuwﬁmﬁﬁﬁlﬁmwwj’ﬁawﬁ'ﬂmima

wsgmaainugawriallndrs inmziduuwamnsudanajsaisanudlaldiungudeann

9

1w Ell%’ii?&l HIITNUIENI

2.2 upnsnmsudanuufaaruiaes Jean Delisle

Jean Delisle lataualuIn19Insulanuudinnunung (Interpretive approach) 13u
%ﬁﬂﬁaLéaﬂ Translation: An Interpretive Approach a7 Elﬂ’li@l%auuag’m’j’] nsula fa MaEasLIe
mifhma@mm%mﬂuuﬁugmmaamﬂﬁﬂmamwﬁﬂmm:m’mj’mamm Y% w9
LLﬁJa@"'\mdna1w13n1°ﬁ’llﬁﬁﬁqﬂﬁ’unﬂil,l,ﬂam”amlﬂi:mwl"ﬁmuﬂ”‘avl,ﬂwhﬁ?u laglirwtsaiun

Y3l ITInITu
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luniiiRaiSad Translation: An Interpretive Approach Delisle TIAAWIN M%Eﬁﬁmwﬁ@

Wudarzananunanadszinminisn waginsdasandaanunanadszdiinienim ﬁluﬂ’]i

FOFIANAALAZANURIN Uiﬁgﬁ%dﬁi’ﬂ A9t walIndLdazaIa1adANNRUIBNIIATILAE

AR HUITRIA lara8aNURINY L @Lﬂﬂﬁad danuninavasiiadaduszuuua

=) A A v v 6 v A< ¥ L=
m@au’l,maaﬂmm%mamgﬂmadmﬂmﬁh:mamwugua:ﬂs:anmim“uaaguﬂa‘ﬂmaw"b LRI

LRANANEINIINENENANINNRINY LA D NI A NITRY

N9k nIzuIwNIBIUITuwpaImInda (cognitive process of translation) @NLWINIINIT

udauuufanunanaueas Jean Delisle ﬁ']&l'ﬁﬂLLﬁ@GIﬁLﬁ%VLﬁﬁﬂﬂLLN%ﬂ’]W(V'iE]vI,‘]_lﬁ

Comprehension

Reformulation

Verification

Source Text

Original Utterance

Decoding of Linguistic Signs

(Language as Reference Point)

Comprehension of Meaning

First Interpretation

(Reality as Reference Point) —_—

NONVERBAL STAGE

(Concepts Turned Over to Non-

Linguistic Cerebral Mechanism)

Reverbalization of Concepts |

l

Tentative Solutions
Verification

Selection of a Solution

Re-expression of Utterance

Target Text

19

Reasoning

by Analogy

Second Interpretation



PINBHBNNIZIRR LI wwamsnsudawuudanunanslsznaudaauaaunsag 3

YUADW A9

1) m3svianuala (comprehension)

myvnanudhle Wuduaeulumsldanudrlamsnnmn AW uaz
Uszgumyninigadasnumunduaiifasianaunanan1eMnssiesnaIneIun
Fuatiy vaft mavnenudhlasunduatiurinlalagmsdnenanusunusszning
fasfuadaIun (semantic relationship) LazANUFNNHTIZHINTagf Lzl INgNI0E

nlaldifiaannm (referential relationship) laslaaunfgassniailagefisgiumazgn

=

P o A v A a @ I & A o o
aﬂwquﬂqdﬁﬁyﬁyz‘ﬂLﬁawiﬂﬂﬂul,ﬂul,ﬂiamq Uﬂﬁa@ﬂaa\jLLﬂzLﬂuLV\@lLﬂuNa%GﬂuLLﬂZﬂ%

° % o @ o a &£ & o o .
marhanuhlasunduatusunsaifiadunsluszaud (lexis) lhonnsal
(grammar) LAzUIUN (context) TINNINNURANLIZFINNAEN (referential meaning)

LAEANNANILUNY (connotative meaning)
1.1) N1INaNTHAN NN (decoding of linguistic signs)

MINBATHENIINNEN (transcoding) N8R tanaanslas liiade
AUAMNANLVBIAILNAURLY U UaNaunaasosfikasd1wIna1an
(2 % v A ) d' 1 a a ' oqz' d'
mMunduaiivladsianwmsdunuinlaniUsiuacAasITNTI& Lazlaaaiin
msﬁamm%mUluif:@”ummLﬁ@mmﬂg.um%aﬁaﬂmmmﬁaué’mﬂuwamﬂmi
ANELARZNIHIRAINNANIINNINIIATINAZIEUTenIa LA @Tmmqﬁ 9y
DAATHANIIA BN DI 87 LT 8 lwn1IfaNuaILNINaIUANNRLNE
1o LWﬁzmsLLﬂaLLuunamﬁ'amammLflmﬁmmsfhﬂIaugﬂmmmiVL;imaﬁa

AMUNNY I ALIINNIINVBIAI LN FURL L6
1.2) msvianualanunuig (comprehension of meaning)

e N lannunung nuneds mMsvinanualaaiunduaiiule

L a vl a = z&’ n' n&/ A ) o a £ a
TaUUSUNIA TR D ARNGININEIT FIF1NTDYN A basnITUSUNaN989
andsznaumsianudilaiNemanuningingysnsoinidudiulsznaues
AIUNAURTUIUTAN VRN Ntk nIwdatdunisiianufauitnenaa
= Qq: ‘é o v [ = 4 v ™ ™
AnaTani MsrinanatlannununsidunsdanuNafuRIANNFUN WS
swinanunansdadnudysnsaininmeaa sty ludunduady

i
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mmjﬁaﬁ%ﬂﬂumiﬁﬂmwLﬁﬁIﬂﬁﬁUﬂﬁuaﬁuﬂszﬂauéﬁsmwf 2 o

v Y IA I = U U L= ™ v
ﬁammgmummmLﬂwnnmmmm‘l,asl,ummmuauuLLa:‘ﬂﬂmmﬂ?jmm
Uananie LL&‘:ﬂ’J’]&JE@]’luLuE}WWNLﬂ%ﬂ’s’]&lg‘l’l"mElsl,WdLLﬂﬂﬁ’]&J’]iﬂL“Hﬂ’i}Lua%’llu@l’J
unduavle vu @mszau@T'nﬁam’mjl,ﬁuaﬁuu?uwaaﬁamﬁmﬁuﬁu S

2

b

2) NINRZADNINNA WAL (reformulation)

mmazaaﬂmngﬂmeaammLﬁm‘fumamé’amiﬁ']m']miﬂaﬁ’mﬂﬁuaﬁu lag
;;;TLLﬂaazﬁwmwuﬁ@ﬁ"[ﬁmﬂmsﬁﬂamﬂumnﬂlumﬁumauﬁau%ﬁwﬁmﬁﬂuL%‘ﬂﬂ%;ﬂﬁﬁ
anumunsmieutulunsdanoms v manazeannIUuuuvesmMsin
ﬂ‘izmumiﬁlﬁm‘fﬂuamawao;juﬂa%aLﬁmfuaé'uvlﬂm‘s:wj'mmma@m'mmmﬂLLa:ms
wmswnfimdansulumsdaoma LLa:azéuq@mLfiagLLﬂammmméﬂmuﬁmm:au

waztdunwala
2.1) malginguaunniyides (analogical reasoning)

Iumwa:aanmngmmumaammmfu Hudsaztonaadaunlummeu
madusrunlumsdsenslasSoufisumanunaneinsoesonulagls
matBewlys (association) NIZLIUNITANNRGHA (deduction) WIan1TauINY
(inference) s'i‘iavl,ajahLﬂu@i”aaLﬁ@fﬁumm‘m‘”ustnmuawawgwﬁfuﬁmm

TUTaw
2.2) miﬁm_/ﬁmﬁw;v@“lmi (reverbalization of concepts)

maspussdmalniidunsirenasanufadfiannnisldinexa
WisuLagsle Uifgﬂ wuUwazdasfNzanluAEIUa1anslasn1iing uy

. Aa @
199 nilagluauasundszaials

3) NI9IRDY (verification)

mim’maauLﬂumiammﬂ%ﬁaaaﬁayj’uuﬁugmmaaé’fyzy: (sign) lwamn
Uananng I@Uﬁq@ﬂszamiﬁiaﬁmsmﬂdmwLLﬂaﬁwd’uLLsﬂmmmfhwa@mmﬁmam‘"’s
uwéfuaﬂ'uvlﬁaamgnﬁama:s'ﬁaé'mva*ia@?’auwﬁuaﬁuﬁﬂuﬁmmﬂwmmmzaugamw
(equivalence) Sﬂﬁgaﬂ'al,ﬂumimmaaudmﬂu,ﬂammsnﬁamivl,@i’mamug@ﬂizmﬁmad;ﬂ”

1 A 1
RIFNTNID LN

WINWMTUUAUULANNURNNE (Interpretive approach) 484 Jean Delisle Faduuuwinne

NARAUNITZUIRANNAAL T UTUADUTALIN BUAILANIAINNAAINATILIAlasNIIIaNE e
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sullsznaumedumIneasiauazmmhanuidilannunang niuseinsuazeanan
gﬂLLuwaammI@ﬂi%ﬂizﬂ%ﬂﬁﬂﬁ%@ﬂﬂLLmLﬁ&l‘uLﬁml,l,a:mil,%'s_mﬁmﬁmu@1mil,ﬁa11a”|,@i”l,ﬂu
Fannun1sudatanin LL&TﬁaﬁmwLﬂm%ﬁaaﬂuﬁ’lﬁuq@ﬁﬁULﬁia@li’aﬁ]aaU’hﬁaﬂ’nuﬁiLLﬂa
°ﬁ"’sm’mfummsn?}amiﬁ’auwﬁuaﬁuiunwmﬂawﬂmavl,éfmm;@ﬂizaaﬁmaaﬁdamsﬁgﬂuﬁm
AN BUAZANYAN WS L] mssasuladondannuudalagiunszuInmInssmuTuaas

i leaundualiuwlandase fdadundualiuuiniga

AMNMIANBIUATNUNIBUWINIINTUUAULULAAINNRNNE (Interpretive approach) V84
Jean Delisle QﬁaﬁlwmwLmea@”dndnﬁmwLmn:amiamiﬁnmﬂ%’ulﬁﬁ'umwﬂaﬁwé’wﬁ
wsgenaaindusnsnsduuanulymnudanandsznanisvemitiiaiies Naked
Economics ﬁ;ﬁa”mﬁaﬂmﬁﬂmf‘: INTIZUIINIRINEIIBANTENaNaanNNRIN e luIzALIN
nyu I@m”l,ajﬁ@ﬁ@ﬁ'ﬂgmwwaammLﬁaagaa%”ﬂaawamwmamnmmal WONINT UUINNIE
FaAARDINUUTANYaIR LN U LAY tnTzunImsudanuudenuiigunsaldles

fganumundszinnldnuialy (pragmatic text)

2.3 LWIAALNYINUAILUNERNIENI
2.3.1 BUINUATANBUSYDIAILNRANIENI

FAUNLAWIZNY (specialized text) mangfis saunidnisldnisaniznig (special
language) lun1saasnsiunan Maria Teresa Cabré lananisfisnupasmeanizna3ln
%ﬁfdﬁaﬁiad Terminology: theory, methods and applications 11 PMMENLANIENY (special
language) f@ sﬁ'umw?amﬂ'awadmmﬁ'ﬁvlﬂ (general language) WAZUANHULLANIZNNGE
Tassunssenns andi lwaveaiiion Urzinnuesdiazan aonunsal adszasdvassans
VSuniinmsdems dssinnaesmsaosns Wudu uazmeamzmsfiganfunssiuanuiisniu
Ml

o 1

luniiRasas Terminology: theory, methods and applications Cabré na1131 A1

v

‘MBI waineily gadasrasmmngninuedisdatsamadsznslumed e ldun

(1) wavadiitan (2) daztnnvaddls uaz (3) dszinnvessaunsniniinisiess

¥ =

& & A M e . P2 @ o @y
(1) wazaaiawiawizmi nanois el ldiduduniiasnnuinialuvesas
a3 waziduiagavvasnszuiumaisuiianizns (2) dassnsidenuiinsaucananaagls
o a A & AX A e = .
MEBUANIENY WiaanTenhiimmgiiemianizn laslunfaesliduanuuaneds

1 L) L 4 1 U A | v A 4
331&')’]\‘1Edﬁdﬁ’]iLLﬂz&di‘Uﬁ’]'ﬂlENﬂ’]i’ﬁaﬁ’]iLﬂW’]Z‘ﬂ’]x‘l naafe Nfﬂdﬁ'ﬁ“ﬁ\‘iLﬂuﬁdwﬂﬂﬂ’]iﬁaﬁ’]ﬂ%wq:

U
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‘ma@TaaﬁmmjﬁimLf‘:ammwwzmaifu6] NNMIRNHY VEUsIAEIN ;ﬁumimmﬂmjﬁmmm
28N ﬁaﬂuﬂ”ﬁvl,ﬂlué'mu%oLﬁﬂ%’ﬂﬂﬁﬁamimwwzmaLﬁammwﬁﬁiad@ﬁﬂdn Turinuad
Weari m3famsmumsnanzmainidunmenisussiiedulu (3) sownsaifigtesny
WIANBNIWARIBAANULANIZNINN

athalsnany menanemldladlassasuuudoiasa wadmsudsswldaunis
IFuuazanInnsaiasnsdess nanfa (1) LaUanuENTuIasn NI wwussIN (degree
of abstraction) ﬁl,mﬂ@mﬁ‘wﬁyuayj’ﬁ‘mmmamﬁam HIUAT UWALIaWIVDIKEIENT (2)
f@qﬂszmﬁmaoms?}ami Sadudrtmuaminlsiuueslssnneaun (3) msnauiuanaisly
awilisnmandemaat dezifemaad uazdinu (4) Taudamadowanizyaaa (Cabre, 1999:
65-66)

wimsanzmesdsnsaenutunmodszmisiflanananinouas cabre la
’?Lﬂﬂ:ﬁaahoa:fé'mLLazWU'jﬁé“ﬂHm:Lwia:ﬂ's:msmaammmww:maLL@ia:mifuvl,aij@TﬁLLUULqu
dniuluszaufiiniuawell enananldin snuszvasnsanzmamsiLaasliing
anudulyldunninsisansalsseuanmenidanuanizannldanismevia i e
wwzaging asuaadliiAnldanununinuas Rondeau (1983 d19fislu Cabré, 1999: 68-69)
doluil

Area of highly specialized SLs
Middle ground for SLs
Transition area between general
language and SLs

(L) Overall lexicon of a language

(G) General language

(SL) Set of SL areas

N3t Cabrée "L@Ta@ﬂﬁamwLmﬂ@i’mmaaim”um'mLi&lﬁwaommmwwzmddﬁ “every
specialized language can be updated at different levels of specialization. The peak of the

pyramid corresponds to the communication between specialists, and its ground corresponds to
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the communication (popularization) for the general public. (...) the subject defines the
specialized language and a text does not cease to be a specialized text, as long as it aims at
vulgarization, its degree of specialization being simply smaller” (Cabré, 1995: 24 anadiglu
Mariana Coanca)

dnaganausadlfiiwin meanenslildgninadpudnslinuszning

] v

v A ] v > v K 1 o 2 =l [ ai q/di
N T T ULYINb LL@\mmminmevl,@”luﬂqmuﬂ’a"lﬂmy LN EILATN A B URNIEN N T RO T

o

2

'
a [

nuAnm linazdszauanuanenetasnitaassanmMelanen Nl T a1 33endng
TN TIYEINY ANAULANANIBITZALANUTUTHDBIANNANIZNNAUUKIAATES Cabré

(2

v & I a a g =
21AINININ LLﬁ@\‘ll‘ﬁL%%LﬂuLLN%ﬂWWWSZN@]@G@va

Maximum Communication between specialists

Degree of specialization

Minimum Communication for general public

PNAIANHILATNUNIBUIIAALNINLAILNLANIZNNI (specialized text) WRTATEN
. . , A A o - & em o
LANWIENY (special language) 283 Maria Teresa Cabré FuTwuwIAaN AN NS T ;d’;’?ﬂmﬁu
FumdaasnazivIn Wltlumsinanudnlasrunduaiuniluadwsasitaninazniwin
WU LLa:ﬁmmaa@ﬂﬁi’aaﬁ'mﬁuw@Tuaﬁ'uﬁ;ﬁﬁ]”mﬁanmﬁn‘maﬂ'ﬁamn LBINNLREMIVDIRII T
d'l . £ & 3 1 nﬂ a g n:i ai L3 “ A
4389 Naked Economics BUMUAIUNLANIENI9DENIRII LNTIZ UL keI NN 8T BINLIN
6 a 43 v ci n:in:l 94::5 ::ql/ 1 I3 > ::i Ua A

LATHIANEAT LLa:LMumuI@mdvﬁmmzyﬂmmuﬁwmﬂ@wm YigR)SxaloutY RN EE IRy
mﬁﬂmﬁﬁ;ﬁ'ﬂmsﬁumdLﬂugai'mﬁ'avlﬂ PRI aU AN N T U AIANNLANITNIVAIAILN A
deaniduniiltieasrningidmmydisnu Nuidinilimeianzmatasasauaalng
AUTEALVINIHINA 1)

2.3.2 WWIAALNYINUNITHUAAILNLANIZNI

Sue Ellen Wright (1993) ‘lananifisnsutadiunianiznng n3afisunin “Sci-Tech text”
Tluunanunisiznnisias “Scientific, Technical and Medical Translation” 31 daunyszianid
AMAIRENLATAUARUAILNIaNIzNMIdTznaudadundinnlng 9 3 Yszinn ldud daunnma

MIUnNE (medical text) AILNNIINLNENFAT (scientific text) uazarunMnalulad
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(technological text) las@unusdaslszinnazdszauanudunwinsssu (levels of abstraction) 284
LAARINULANGIINY LT AIUNNTLHARUNLINUARAAIFENT AITIFNRAT FDAAIFENT INLIFNRAT

ABNNIADT INLIFFATTININ INLIEFATLAN WRZTIHARAT LD UGN

\ = @ @ s o Aa X A o a & &
athilsfiona dunawiznadiateuaguisdiunifiilewiioanuineemaaidszend
a o‘d‘d > 6 o dl & K dl % [ =
wazdansinemaaindingUemduasgTummmannasaiudgidoimaaisnullauian
o di @ o o 6 U a 6
bl Luaamﬂﬁﬁ]ﬁguuumsmaaﬂﬂ'nu;ﬂ,m:m:mumima’mmmammﬂszqﬂﬁlﬁ’lumi
a =1 a 6 6 a o 0 ' a
wanmanaluladlustuuvresinsmaailszanduaziaanssy i ldgmadonaamnalulad
d! v A £ ai U U 6 qz:i U
(technology transfer) Gssindnszuauntsudaidnunieatasdrs lasidunsudassdanusile
NNIUITEE g Adillemmanefianiadienuduwiassiugs Wwiannfanadumwasa
v d‘ a 6 < d' = d' &/ 1 a Aa o
wonasniiauIyIandszasdiallan g ussliiuasfivannaisannds gu nmsadndias

WIANIIN NTBANRUULNE NI AT tTuen

Wright nd1271 MIudaadiunianiznd leatnanunsaui Hutladaadnitainaasuda
uniawiznelidifiamiamzmaiode lasRasananaademdvainmudaindanududon
= v Y & 1 v 1 tﬂl v s v
Widle usziaawvasgisnudueinils uazldiauadn ialdmuinudadionianznald
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a 6 a A 6 &) o @ a A A & ]
(2) WWINIIMNNITNIUATIZNVDY ATIRAILL WaIN L‘].]‘H:a'](ﬂ‘].lﬂﬂvtﬂ L%QGQWHE’J%UL%%’JWH’W
a [ [ < a ] 1 a [3 6 (g
3Lm’]:%ﬂizmwummu"nL‘ﬂumnLmﬁ:ﬂumwlmymﬂmmmmewaaﬂﬂ'ﬁ:ﬂaummmuw

=& A ' ° A A A o & '
TITNFINT ﬂluﬂﬂiﬂmu@mmanm,l,ﬂaﬂmm:amwamiqmqﬂi:mm asmsuilada il
3.1.1 Yszanvasaiun

Jean Delisle (1988) fﬂ'ﬁ,’lLﬁmaLLu’m’l\‘iﬂ’mL‘ﬂmm‘uﬁm’]&mmEJ (Interpretive approach) e
wridudszinnuasaruneanidu 2 dezinnlna 9 ldun daundssinnlgouwnaly (pragmatic

[
o A

text) LRZAILNY T ANITTUNTIN (literary text) @3

1) gaundsznnlsanuria bl (pragmatic text)

12

dundsmanldnuiill nansfls daunniiiedsssdiugunafetayauazli
anudayiugunIsnemsiduiidusasssan arananldidundeinniize
ANNRNINWATININNIIANUAN BT IzRIA TANUNITINUANNITIENAYIRY
' = 6 s d'l v et o< = v
annni fedszsdnanlunisiessdays wazdrunlasiilusanndanuningld
W E98ENILAEY U9aTI DU MBINTTEUD InTlTuaIun Ui lui9z 8z %Y

o A @ a & a o
LREAIUNY LLWJI%&I%&I L%Q‘Vlﬁll%“ﬁ{l RN

28



2) fIUNUINNITIeNITY (literary text)
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UNN 4: Government and the Economy II: the army was lucky to get that

screwdriver for $500
UNN 5: Economics of Information: McDonald’s didn’t create a better hamburger

uUNN 6: Productivity and Human Capital: Why is Bill Gates so much richer than

you are?

Uﬂﬁ 7: Financial Markets: What economics can tell us about getting rich quick
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UN? 8: The Power of Organized Interests: What economics can tell us about
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Uﬂﬁ 9: Keeping Score: Is my economy bigger than your economy?
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‘l_l"nﬁ 10: The Federal Reserve: Why that dollar in your pocket is more than just a

piece of paper
uﬂﬁ 11: International Economics: How did a nice country like Iceland go bust
Uﬂﬁ 12: Trade and Globalization: The good news about Asian sweatshops
‘.Ll‘ﬂﬁ 13: Development Economics: The wealth and poverty of nations

2.3) vianwiias [Tlugruiitsnle (Presupposition)

U o K 2N

NNMIANEIGILN FIBWLIHUAIwEIERLTa Naked Economics aainEIUaNT
duatiazdnnuiiuguioinuiausrwaminuuazingnisoiddn g vasland

A g ' A a [ v @ CZt = S
eataslulizinadieg unwasuadr Welienedisdibdudiumsamomedadu

v v v 3 1 ¥ o § 1 o v Lot Ié V1
Aau 2 Inaudy fumuinnzituguanuiiuandranngiuamsduadudadugan

T1OLNINWIINNERNAIT LWﬁz;jdm"nnvlmmulmysiawvlajﬁmwfﬁadgﬁﬁé‘ama
Jausrsuawinulunnizasuaziivnliuizniudsiamzonaiesninimnaniadgg
LWIRABLTINT
2n o o \ & A a o . a o
iiapazandaiiaiannaias liluguiiinla (presupposition) Nwuludium
AURLU LT% A1 “Social Security” TIATINUAIN “Usznugsan” a1 lne
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When American workers pay into Social Security (that large FICA
deduction on your paycheck), the money does not get invested somewhere so
that you can draw on it twenty or thirty years later, as it would in a private
pension fund.
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28979laFsniks 1T% People disagree about how to use the word “disinterested.” His next book

was “Heart of Darkness.” A textbook can be a “wall” between the teacher and the class.
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domain)” azldsumitienaagtuuunanadeanangddminmmaldebunoumifanidu
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INFLATION IS AN ENTITY (AND ADVERSARY):
“deal with inflation,” “combat inflation” (Lakoff, Johnson 1980: 3).

ECONOMIC GROWTH IS HEATH; CRISIS IS SICKNESS:

“thriving industry,” “economic paralysis,” “crippling strike,” “healthy

” o«

economic climate,” “economic revival” (Boers: 1999)

GEOGRAPHICAL REGIONS ARE CONTAINERS FOR INDIVIDUALS:

“in the Euro area,” “outside the Euro area,” “non-Euro area,” “across

Euro area” (Muntigl 2002)
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1) Perot argued emphatically during the presidential debates that the North American

Free Trade Agreement would lead to a “giant sucking sound” as jobs left the United

States for Mexico. — FINANCE IS A SUBSTANCE
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2) In a sense, it was Adam Smith’s invisible hand passing Coca-Cola through the

Berlin Wall. - ECONOMY IS A BODY
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Na1331 ECONOMY IS A BODY/ A HUMAN BEING Lﬂuﬂiamﬁwiuﬁﬂﬁﬁwﬂﬁ
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But that can actually be part of the problem; it is easy to be a “free rider” and let
someone else, or some other organization, do the work. — ECONOMY IS A LIVING

ORGANISM

faTUNLNLLAN: Free rider Iwniwinnafegedaiadnwinniennandads:lasiiain
dnfauniarou aunsauiBanluriaik ECONOMY IS A LIVING ORGANISM/ AN
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He describes options as “managerial heroin,” because they create an incentive for

managers to seek short-term highs while doing enormous long-term damage. --

MONEY IS A SUBSTANCE
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The problem is that the bankers making huge commissions on the buying and
selling of what would later become known as “toxic assets” do not bear the full risk
of those products; their firms do. -- MONEY IS FOOD
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If tax rates get high enough, individuals and firms may slip into the “underground
economy” where they opt to break the law and avoid taxes entirely. -- ECONOMY
IS A LOCATION
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Nk ECONOMY IS A LOCATION/ ENVIRONMENT (ﬂ’]&lﬁl Cardini ¥LRU

Indeed, “green taxes” collect revenue by taxing activities that are detrimental to the
environment and “sin taxes” do the same thing for the likes of cigarettes, alcohol,

and gambling. — FINANCE IS AN ENVIRONMENT
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Indeed, “green taxes” collect revenue by taxing activities that are detrimental to the
environment and “sin taxes” do the same thing for the likes of cigarettes, alcohol,

and gambling. -- FINANCE IS A HUMAN BEING
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On the other hand, economists have asked whether this kind of regulation is less of
a “helping hand” for society and more of a “grabbing hand” for corrupt bureaucrats
whose opportunities to extort bribes rise along with the number of government

permits and licenses required for any endeavor. -- ECONOMY IS A BODY
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10) On the other hand, economists have asked whether this kind of regulation is less of

a “helping hand” for society and more of a “grabbing hand” for corrupt bureaucrats
whose opportunities to extort bribes rise along with the number of government

permits and licenses required for any endeavor. -- ECONOMY IS A BODY
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11) America can “inflate away” much of its debt to China (and other creditors) by

printing money. FINANCE IS AN OBJECT
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12) From the consumer's standpoint, this is the beauty of capitalism. From the
producer‘s standpoint, it is “commodity hell.” -- ECONOMY IS A LOCATION/
ENVIRONMENT
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@ANN Cardini ¥LEWS

13) The result, in the words of one economist, has been a “largely self-imposed

economic exile.” -- ECONOMY IS A HUMAN BEING/ AN ANIMAL
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14) In the case of the “tech wreck,” we massively overinvested in Internet businesses

and related technology. — ECONOMY IS A SHIP AND SAILING

dafnadudy: Mazmaasgeaasiiiannnsaaulunsfamaluladainn
dnldgandnfisluansasasminisadiihg anunsauiBonluienii Silaski uaz

Kilyeni

a [ 4

% qq,' d' 1 s o > 6 > & A e 6 o d' ' v v o
A L3JQVLSJ‘WUT]&Jﬂ’]ﬂW'ﬂﬂi:ﬁLﬂ‘ﬂaqﬂﬂﬂHML?NNI%‘Y]?I%@N‘Y]T]G’]’J“H%‘]@]% ANFANN

v

\Egeaa NI ldAaaITndunduatuiathindnsnazisiuiunadiu 30 1 sl

1) Indeed, Harry Truman is reported to have said that to avoid ambiguity, he wanted to

have “one-armed economists.”

2) On September 11, 2001, hours after the terrorist attacks on the United States, the
Federal Reserve issued the following statement: “The Federal Reserve System is

open and operating. The discount window is available to meet liquidity needs.

3) But he said that | should not have written admiringly about stock options as a tool
for aligning the interests of shareholders and management because they are “an
instrument of the devil.”

4) This phenomenon, whereby taxes make individuals worse off without making

anyone else better off, is referred to as “deadweight loss.”
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One intriguing and practical middle ground is the notion of “libertarian paternalism,”

which was advanced in an influential book called Nudge by Richard Thaler, a
professor of behavioral science and economics at the University of Chicago, and
Cass Sunstein, a Harvard Law School professor now serving in the Obama
administration.

Spain, France, Norway, Israel, and many other countries have “opt-out” (or
presumed consent) laws when it comes to organ donation.

In contrast, the United States has an “opt-in” system, meaning that you are not an
organ donor unless you sign up to be one.

This “fiscal drag,” as Burton Malkiel has called it, stems from two things.

The most ardent “supply-siders” argue further that tax cuts can actually raise the
amount of revenue collected by the government because we all will work harder,
earn higher incomes, and end up paying more in taxes even though tax rates have

fallen.

10) His paper entitled “The Market for Lemons” used the used-car market to make its

central point.

11) This creates an adverse selection problem, just as it did with the Hope

Scholarships.

12) Under any “fee for service” system, doctors charge a fee for each procedure they

perform.

13) Stocks and bonds are complicated enough, but then there are options, futures,

options on futures, interest rate swaps, government “strips,” and the now infamous

credit default swaps.

14) If low interest rates, or “easy money,” causes consumers to demand 5 percent more

new PT Cruisers than they purchased last year, then Chrysler must expand

production by 5 percent.

15) After a weekend of deliberation at Camp David, Nixon unilaterally closed the gold

window.”

16) In places where Europeans could not easily settle because of a high mortality rate

from disease, such as the Congo, the colonizers simply focused on taking as much
wealth home as quickly as possible, creating what the authors refer to as “extractive

states.”

17) There is something in labor economics called the “backward-bending labor supply

curve.”
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18) The result is what economists refer to as a “sclerotic” labor market

19) The only fix for this inherent problem is to combine guaranteed access to affordable
insurance with a requirement that everyone buy insurance—healthy and sick, young

and old—a so-called “personal mandate.”

20) In other words, does Harvard add great value to its students, or does it simply

provide an elaborate “signaling” mechanism that allows bright students to advertise

their talents to the world by being admitted to Harvard?

21) Joseph Schumpeter, who coined the term “creative destruction,” described

capitalism as a process of incessantly destroying the old structure and creating a
new one.

22) Many American households were “excessively leveraged,” meaning that they had

borrowed far more than they could manage.
23) When Americans without jobs give up on finding one, they no longer count as

unemployed and instead become “discouraged workers.”

24) Social Security is a “pay-as-you-go” program.

25) Indeed, we can explain the importance of demographics and fix Social Security all
in the next two paragraphs.

26) Imagine Social Security (or Medicare) as a seesaw in which payments made by
workers are on one side and benefits collected by retirees are on the other.

27) Governments (Washington, D.C., and the states) have been running deficits, or
“dissaving.” (U.S. businesses were the only ones setting any money aside until
households were shocked into saving by the recession.)

28) Fixed or “pegged” exchange rates are a lot like the gold standard, except that there

is no gold.

29) At that point, monetary policy can’t do anything more; it becomes like “pushing on a
wet noodle,” as Keynes originally described it.

30) Since then, the United States (and all other industrialized nations) have operated

with “fiat money,” which is a fancy way of saying that those dollars are just paper.
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@188197 1: “The discount window”

On September 11, 2001, hours after the terrorist attacks on the United

States, the Federal Reserve issued the following statement: “The Federal
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Reserve System is open and operating. The discount window is available to

meet liquidity needs.
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¢188197 2: “The Market for Lemons”

His paper entitled “The Market for Lemons” used the used-car market to

make its central point.
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m”aazmﬁ 3: “the backward-bending labor supply curve”

There is something in labor economics called the “backward-bending

labor supply curve.”
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@188"97 4: “creative destruction”

Implicit in Adam Smith’s invisible hand is the idea of “creative

destruction,” a term coined by the Austrian economist Joseph Schumpeter.
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@288197 5: “discouraged workers”

When Americans without jobs give up on finding one, they no longer

count as unemployed and instead become “discouraged workers.”
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(7‘1”’.165]’1\1“7'1' 6: “pay-as-you-go” program

Social Security is a “pay-as-you-go” program.
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@188n9N 7: “Adam Smith’s invisible hand”

In a sense, it was Adam Smith's invisible hand passing Coca-Cola
through the Berlin Wall.

ﬁ"mti’m‘ﬁl 8 uaz 9: “helping hand” LLas “grabbing hand”

On the other hand, economists have asked whether this kind of
regulation is less of a “helping hand” for society and more of a “grabbing hand”
for corrupt bureaucrats whose opportunities to extort bribes rise along with the

number of government permits and licenses required for any endeavor.
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@188197 1: “The discount window”
AURUL

On September 11, 2001, hours after the terrorist attacks on the United
States, the Federal Reserve issued the following statement: “The Federal Reserve

System is open and operating. The discount window is available to meet liquidity

needs.
unula

WauN 11 nuenaw 3 2011 vlﬁﬁfaiwa%é'aﬁnﬂm@gﬁa"?mﬂm‘mﬁ
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@188197 2: “The Market for Lemons”
AURUL

His paper entitled “The Market for Lemons” used the used-car market to

make its central point.
Unua

NWITBVDIWNNTAIN “ARIATNUUANIRAINTAG (The Market for Lemons)”

A ¥ 6 A A 21' v & K 1 [ A
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@288190 3: “the backward-bending labor supply curve”
GURLL

There is something in labor economics called the “backward-bending labor

supply curve.”

yUnkla

Aa A a 6 . A A 1 “« [
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L™ 1 tﬂ' . 0
AID81NN 4: “creative destruction”
AURUL

Implicit in Adam Smith's invisible hand is the idea of “creative destruction,” a

term coined by the Austrian economist Joseph Schumpeter.
Unuia

] = a . o | Y & . . , 2
%a’]ﬁ]L‘]_]uvLﬂ@]']aJLLu’Jﬂ@ N1INIRYBNRINITIIA (creative destruction)” i3

wrsagluumifaflonuasliviusasady alis Sonuisdruaigmans
@288197 5: “discouraged workers”
duasy

When Americans without jobs give up on finding one, they no longer count

as unemployed and instead become “discouraged workers.”

Unla

L AWALYINWATIIINTWANFUNITRIIY WINIA LRULTwARIN99wan

doll wdazna e “WIINUNRIANIRI 192190 (discouraged workers)

@288197 6: “pay-as-you-go program”
AUaAUL

Social Security is a “pay-as-you-go” program.

unla

° g 5 o« 2 : »
lassmathwasnnwiiinszuy “ldande’lsl (pay-as-you-go)

@”’sasi’mﬁ 7: “Adam Smith’s invisible hand”
AURUU

In a sense, it was Adam Smith's invisible hand passing Coca-Cola through

the Berlin Wall.
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188NN 8 UAz 9: “helping hand” LLaz “grabbing hand”
ST,

On the other hand, economists have asked whether this kind of regulation is
less of a “helping hand” for society and more of a “grabbing hand” for corrupt
bureaucrats whose opportunities to extort bribes rise along with the number of

government permits and licenses required for any endeavor.
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1. Each transaction carries some embedded
risk. The problem is that the bankers
making huge commissions on the buying
and selling of what would later become

known as “toxic assets” do not bear the full

they win, tails the firm loses. In the case of
Lehman Brothers, that's a pretty accurate

description of what happened. Yes, the

risk of those products; their firms do. Heads
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Lehman employees lost their jobs, but
those most responsible for the collapse of
the firm don‘t have to give back the huge
bonuses they made in the good years.
One other culpable party deserves mention,
and again misaligned incentives was a key
problem. The credit rating agencies—
Standard & Poor‘s, Moody‘s, and others—
are supposed to be the independent
authorities that evaluate the risk of these
newfangled products. Many of the “toxic
assets” now at the heart of the financial
meltdown were given stellar credit ratings.
Part of this was pure incompetence. It
didn‘t help, however, that the credit rating
agencies are paid by the firms selling the
bonds or securities being rated. That's a
little like a used car salesman paying an
appraiser to stand around the lot and
provide helpful advice to customers. “Hey
Bob, why don‘t you come over here and tell

the customer whether he is getting a good
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deal or not.” How useful do you think that
would be? (CHAPTER 2 Incentives Matter:
Why you might be able to save your face by
cutting off your nose (if you are a black

rhinoceros))
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On the corporate side, high taxes can have
a similar effect. High taxes lower a firm’s
return on investment, thereby providing less
incentive to invest in plants, research, and
other activities that lead to economic
growth. Once again we are faced with an
unpleasant trade-off: Raising taxes to
provide generous benefits to disadvantaged
Americans can simultaneously discourage
the kinds of productive investments that
might make them better off.

If tax rates get high enough, individuals and
firms may slip into the “underground
economy” where they opt to break the law
and avoid taxes entirely. Scandinavian
countries, which offer generous government

programs funded by high marginal tax

FIMITLAIANTILAD é’mwmﬁgammmﬁalﬁlﬁ@
NANTENUNARIEARING mﬁgaﬁﬂﬁwa
132nauN13209 1599 UaN 84 aiwaiﬁuwgﬂa
maamsammﬁa%é’w?ﬂ'ﬂ BIN13398 wasHn
flanysndug Ndnadamatdulanmaiassgia
A& A & A A o A
aaad WdudnassnausyAunsaniUaun
v VR & ' A & A A 'Y
A% LN TERIA NE1AD NNITWANH N LA
ﬁﬂ%ﬂsﬂwﬁé"ugﬁ@iaﬂuaLaﬁn”u;j:ﬁaﬂIanﬂaﬁw
o A & \

Tnaaunddszlomizuuudieg ansd
LLﬁdﬂﬂwsamuﬁfuﬁ]:ﬁﬂﬁﬂuaLu%ﬁ'uﬁqmmw
Aa dAa . o=
FIANANINNAN

o A A X = o A o
WINSANMELANFIIUIRDITTAUNIS Fanuuas

uTEnEng g alnaaslly “ssuuaswafalddn

dldl = t:i oA
V]Gﬁ\TW'JﬂL?nLaﬂﬂﬂﬁ]z‘ﬂ’]“@ﬂg‘ﬁlﬂULLQZ
a4 a aa
%aﬂLaﬂﬁﬂ’]Hnﬂ’Jﬂﬂqq ﬂizL‘ﬂﬁLLﬂ‘U

A A A& o o v
mmumunﬂsﬁduiﬂidﬂﬂ‘ﬂﬁ]ﬂwam’lmg N

a ) A = A Adao ~
L\T%ﬁullakl»uqnln"ﬂ’]ﬂﬂqjﬂ'a']ul,wwﬂNﬂ@]'ﬁqfﬂ\‘] kN

o U N [ o et 6
#1731 “underground economy” AALLUANANN

6 s 6 Aa a 6
wrsgenaasUsiangdansoldalunad au
nyauULT 9N I uT@l ECONOMY IS A LOCATION
gﬁﬁ'ﬂﬁma’mmﬁaLﬁud’]mﬂ%ﬂa?%mmﬂaqﬂ
anwall T luieinisaTsgenga oy 9
Lucina Sabina Tcacius $#L&ua A8 mimqﬂ
% 6 A % 6 a v &
aﬂwmmwiumuua:gﬂLmummmuvb RN

o &

M7 “sruuassgialaan” iwmzddnridn il
8
q

o 6

ﬂanwm%wiuﬁhﬁua:gﬂLLuummﬁLﬂu
RINANI I WTITNAUNILazUa18N19 ;ﬁ'ﬂ
aInslumsn InsuaznmnaInguaNT
wnlale TaeladndudasladiatunoiNuidu

A = > %]
niadimnaulaila s IG]EJW’%]%’]HLTTS&I AU
TTUWNALINY W.4.2554 T2YANURNDVBY
dri ldaw 1 “lidawe, lignngnans,

LT VLIBNITEAAW NAINW AR

61




rates, have seen large growth in the size of
their black market economies. Experts
estimate that the underground economy in
Norway grew from 1.5 percent of gross
national product in 1960 to 18 percent by
the mid-1990s. Cheating the tax can be a
vicious circle. As more individuals and firms
slip into the underground economy, tax
rates must go up for everyone else in order
to provide the same level of government
revenue. Higher taxes in turn cause more
flight to the underground economy—and so
on. (CHAPTER 2 Incentives Matter: Why
you might be able to save your face by
cutting off your nose (if you are a black

rhinoceros))
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None of this should be interpreted as a
blanket argument against taxes or
government programs. Rather, economists
spend much more time than politicians
thinking about what kind of taxes we should

collect and how we should structure
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government benefits. For example, both a
gasoline tax and an income tax generate
revenue. Yet they create profoundly
different incentives. The income tax will
discourage some people from working,
which is a bad thing. The gasoline tax will
discourage some people from driving, which
can be a good thing. Indeed, “green taxes”
collect revenue by taxing activities that are
detrimental to the environment and “sin
taxes” do the same thing for the likes of
cigarettes, alcohol, and gambling.
(CHAPTER 2 Incentives Matter: Why you
might be able to save your face by cutting off

your nose (if you are a black rhinoceros))
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By global standards, the United States has
a relatively lightly regulated economy
(though try making that argument at a
Chamber of Commerce meeting). Indeed,

one sad irony of the developing world is
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that governments fail in their most basic
tasks, such as defining property rights and
enforcing the law, while piling on other
kinds of heavy-handed regulation. In theory,
this kind of regulation could protect
consumers from fraud, improve public
health, or safeguard the environment. On
the other hand, economists have asked
whether this kind of regulation is less of a
“helping hand” for society and more of a
“grabbing hand” for corrupt bureaucrats
whose opportunities to extort bribes rise
along with the number of government
permits and licenses required for any

endeavor.

A group of economists studied the “helping
hand” versus “grabbing hand” question by
examining the procedures, costs, and
expected delays associated with starting up
a new business in seventy-five different

countries. The range was extraordinary.
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Registering and licensing a business in
Canada requires a mere two procedures
compared to twenty in Bolivia. The time
required to open a new business legally
ranges from two days, again in Canada, to
six months in Mozambique. The cost of
jumping through these assorted government
hoops ranges from 0.4 percent of per capita
GDP in New Zealand to 260 percent of per
capita GDP in Bolivia. The study found that
in poor countries like Vietnam,
Mozambique, Egypt, and Bolivia an
entrepreneur has to give up an amount
equal to one to two times his annual salary
(not counting bribes and the opportunity
cost of his time) just to get a new business
licensed. (CHAPTER 4

Government and the Economy II: The army

was lucky to get that screwdriver for $500)
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Branding can be a very profitable strategy.
In competitive markets, prices are driven

relentlessly toward the cost of production. If
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it costs 10 cents to make a can of soda and
| sell it for $1, someone is going to come
along and sell it for 50 cents. Soon enough,
someone else will be peddling it for a
quarter, then 15 cents. Eventually, some
ruthlessly efficient corporation will be
peddling soda for 11 cents a can. From the
consumer‘s standpoint, this is the beauty of
capitalism. From the producer‘s standpoint,
it is “commodity hell.” Consider the sorry lot
of the American farmer. A soybean is a
soybean; as a result, an lowa farmer
cannot charge even one penny above the
market price for his crop. Once
transportation costs are taken into account,
every soybean in the world sells for the
same price, which, in most years, is not a
whole lot more than it cost to produce.
(CHAPTER 5 Economics of Information:
McDonald’s didn’t create a better

hamburger)
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The Chinese have it worse. Suppose
America‘s debt burden grows beyond what
U.S. taxpayers can (or are willing) to pay
back. The U.S. government could default—
simply refuse to honor its debts. That is
highly unlikely, mostly because there is
another irresponsible option that is more
subtle: America can “inflate away” much of
its debt to China (and other creditors) by
printing money. If we recklessly print
dollars, the currency will lose value—and
so will our dollar-denominated debts. If
inflation climbs to 20 percent, then the real
value of what we have to pay back will fall
by 20 percent. If inflation is 50 percent,
then half of our debt to China effectively
goes away. Is this a likely outcome? No.
But if someone owed me a trillion dollars
and also had the authority to print those
dollars, | would spend a lot of time worrying

about inflation. (CHAPTER 11 International
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Economics: How did a nice country like

Iceland go bust?)

Openness to trade. We've had a whole
chapter on the theoretical benefits of trade.
Suffice it to say that those lessons have
been lost on governments in many poor
countries in recent decades. The fallacious
logic of protectionism is alluring—the idea
that keeping out foreign goods will make
the country richer. Strategies such as “self-
sufficiency” and “state leadership” were
hallmarks of the postcolonial regimes, such
as India and much of Africa. Trade barriers
would “incubate” domestic industries so
that they could grow strong enough to face
international competition. Economics tells
us that companies shielded from
competition do not grow stronger; they
grow fat and lazy. Politics tells us that once
an industry is incubated, it will always be
incubated. The result, in the words of one

economist, has been a “largely self-
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imposed economic exile.” (CHAPTER 13

Development Economics: The wealth and

poverty of nations)
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Just about every political debate includes
an assertion by one or more candidate that
outsourcing and globalization are “stealing”
American jobs, leaving us poorer and more
likely to be unemployed. International trade,
like any kind of market-based competition,
does create some losers. But the notion
that it makes us collectively worse off is
wrong. In fact, those kinds of statements
are the economic equivalent of warning
that the U.S. Navy is at risk of sailing over
the edge of the world. In my lifetime, the
guy who made the most colorful assertion
along these lines was Ross Perot, a quirky
third party candidate in 1992 (when Bill
Clinton and George H. W. Bush were

running as the mainstream candidates);
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Perot argued emphatically during the
presidential debates that the North
American Free Trade Agreement would

lead to a “giant sucking sound” as jobs left

the United States for Mexico. The phrase
was memorable; the economics were

wrong. It didn‘t happen. (Introduction)
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Communal resources, on the other hand,
present some unique problems. First, the
villagers who live in close proximity to
these majestic animals usually derive no
benefit from having them around. To the
contrary, large animals like rhinos and
elephants can cause massive damage to
crops. To put yourself in the shoes of local
villagers, imagine that the people of Africa
suddenly took a keen interest in the future
of the North American brown rat and that a
crucial piece of the conservation strategy
involved letting these creatures live and
breed in your house. Further imagine that a

poacher came along and offered you cash
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to show him where the rats were nesting in
your basement. Hmm. True, millions of
people around the world derive utility from
conserving species like the black rhino or
the mountain gorilla. But that can actually
be part of the problem; it is easy to be a
“free rider” and let someone else, or some
other organization, do the work. Last year,
how much time and money did you
contribute to preserving endangered
species? (CHAPTER 2 Incentives Matter:
Why you might be able to save your face by
cutting off your nose (if you are a black

rhinoceros)
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None of this should be interpreted as a
blanket argument against taxes or
government programs. Rather, economists
spend much more time than politicians
thinking about what kind of taxes we

should collect and how we should structure
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government benefits. For example, both a
gasoline tax and an income tax generate
revenue. Yet they create profoundly
different incentives. The income tax will
discourage some people from working,
which is a bad thing. The gasoline tax will
discourage some people from driving,
which can be a good thing. Indeed, “green
taxes” collect revenue by taxing activities
that are detrimental to the environment and
“sin taxes” do the same thing for the likes
of cigarettes, alcohol, and gambling.
(CHAPTER 2 Incentives Matter: Why you
might be able to save your face by cutting

off your nose (if you are a black rhinoceros))
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The best answer is that recessions are like
wars: If we could prevent them, we would.
Each one is just different enough from the
last to make it hard to ward off. (Though
presumably policymakers have prevented
both wars and recessions on numerous

occasions; it's only when they fail that we
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notice.) In general, recessions stem from
some shock to the economy. That is,
something bad happens. It may be the
collapse of a stock market or property
bubble (the United States in 1929 and
2007, Japan in 1989); a steep rise in the
price of oil (the United States in 1973); or
even a deliberate attempt by the Federal
Reserve to slow down an overheated
economy (the United States in 1980 and
1990). In developing countries, the shock
may come from a sudden fall in the price of
a commodity on which the economy is
heavily dependent. Obviously there may be
a combination of causes. The American
slowdown that began in 2001 had its roots
in the “tech wreck”—the overinvestment in
technology that ultimately ended with the
bursting of the Internet bubble. That trouble
was compounded by the terrorist attacks of

September 11 and their aftermath.
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(CHAPTER 9 Keeping Score: Is my

economy bigger than your economy?)
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In 1989, as the Berlin Wall was toppling,
Douglas lvester, head of Coca-Cola Europe
(and later CEO), made a snap decision. He
sent his sales force to Berlin and told them
to start passing out Coke. Free. In some
cases, the Coca-Cola representatives were
literally passing bottles of soda through
holes in the Wall. He recalls walking
around Alexanderplatz in East Berlin at the
time of the upheaval, trying to gauge
whether there was any recognition of the
Coke brand. “Everywhere we went, we
asked people what they were drinking, and
whether they liked Coca-Cola. But we didn‘t
even have to say the name! We just
shaped our hands like the bottle, and
people understood. We decided we would

move as much Coca-Cola as we could, as
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fast as we could—even before we knew

how we would get paid”

[..]

In a sense, it was Adam Smith's invisible

hand passing Coca-Cola through the Berlin
Wall. Coke representatives weren't
undertaking any great humanitarian gesture
as they passed beverages to the newly
liberated East Germans. Nor were they
making a bold statement about the future
of communism. They were looking after
business—expanding their global market,
boosting profits, and making shareholders
happy. And that is the punch line of
capitalism: The market aligns incentives in
such a way that individuals working for
their own best interest—passing out Coca-
Cola, spending years in graduate school,
planting a field of soybeans, designing a
radio that will work in the shower—leads to
a thriving and ever-improving standard of

living for most (though not all) members of
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society. (CHAPTER 1 The Power of
Markets: Who feeds Paris?)

Before the first edition of this book came
out, | asked Paul Volcker, former chairman
of the Federal Reserve, to give it a read
since he had been a professor of mine.
Volcker read the book. He liked the book.
But he said that | should not have written
admiringly about stock options as a tool for
aligning the interests of shareholders and
management because they are “an
instrument of the devil.”

Paul Volcker was right. | was wrong. The
potential problem with options is that
executives can do things to goose the
firm‘s stock in the short run that are bad or
disastrous for the company in the long
run—after the CEO has sold tens of
thousands of options for an astronomical
profit. Michael Jensen, a Harvard Business
School professor who has spent his career

on issues related to management
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incentives, is even harsher than Paul
Volcker. He describes options as

“managerial heroin,” because they create

an incentive for managers to seek short-
term highs while doing enormous long-term
damage. Studies have found that
companies with large options grants are
more likely to engage in accounting fraud
and more likely to default on their debt.
(CHAPTER 2 Incentives Matter: Why you
might be able to save your face by cutting

off your nose (if you are a black rhinoceros))
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It is widely believed that Scotsman Thomas
Carlye labeled economics the “dismal
science” well over one hundred years ago
because it seemed boring, uninteresting,
unclear, and full of “on one hand, on the
other hand.” Indeed, Harry Truman is
reported to have said that to avoid
ambiguity, he wanted to have “one-armed
economists.” (Foreward by Burton G.

Malkiel)
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Sometimes simple statements speak
loudly. On September 11, 2001, hours after
the terrorist attacks on the United States,
the Federal Reserve issued the following
statement: “The Federal Reserve System is

open and operating. The discount window

is available to meet liquidity needs.”
Those terse and technical two sentences
had a calming effect on global markets.
The following Monday, as America’s
markets opened for their first trading
sessions after the attack, the Federal
Reserve cut interest rates by 0.5 percent,
another act that moderated the financial
and economic impact of the terrorist

assaults. How exactly does an inelegant
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two-sentence statement have such a
profound effect on the world's largest
economy—indeed, on the whole global
economy?

The Federal Reserve has tools with more
direct impact on the global economy than
any other institution in the world, public or
private. (CHAPTER 10 The Federal
Reserve: Why that dollar in your pocket is

more than a piece of paper)
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Before the first edition of this book came
out, | asked Paul Volcker, former chairman
of the Federal Reserve, to give it a read
since he had been a professor of mine.
Volcker read the book. He liked the book.
But he said that | should not have written
admiringly about stock options as a tool for
aligning the interests of shareholders and
management because they are “an
instrument of the devil.”

Paul Volcker was right. | was wrong. The

potential problem with options is that
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executives can do things to goose the
firm's stock in the short run that are bad or
disastrous for the company in the long
run—after the CEO has sold tens of
thousands of options for an astronomical
profit. Michael Jensen, a Harvard Business
School professor who has spent his career
on issues related to management
incentives, is even harsher than Paul
Volcker. He describes options as

“managerial heroin,” because they create

an incentive for managers to seek short-
term highs while doing enormous long-term
damage.10 Studies have found that
companies with large options grants are
more likely to engage in accounting fraud
and more likely to default on their debt.
(CHAPTER 2 Incentives Matter: Why you
might be able to save your face by cutting

off your nose (if you are a black rhinoceros))
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In general, economists tend to favor taxes

that are broad, simple, and fair. A simple
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tax is easily understood and collected; a
fair tax implies only that two similar
individuals, such as two people with the
same income, will pay similar taxes; a
broad tax means that revenue is raised by
imposing a small tax on a very large group
rather than imposing a large tax on a very
small group. A broad tax is harder to evade
because fewer activities are exempted,
and, since the tax rate is lower, there is
less incentive to evade it anyway. We
should not, for example, impose a large tax
on the sale of red sports cars. The tax
could be avoided, easily and legally, by
buying another color—in which case
everybody is made worse off. The
government collects no revenue and sports
car enthusiasts do not get to drive their
favorite color car. This phenomenon,
whereby taxes make individuals worse off
without making anyone else better off, is

referred to as “deadweight loss.”
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(CHAPTER 2 Incentives Matter: Why you
might be able to save your face by cutting

off your nose (if you are a black rhinoceros))

One intriguing and practical middle ground
is the notion of “libertarian paternalism,”
which was advanced in an influential book
called Nudge by Richard Thaler, a
professor of behavioral science and
economics at the University of Chicago,
and Cass Sunstein, a Harvard Law School
professor now serving in the Obama
administration. The idea behind benign
paternalism is that individuals do make
systematic errors of judgment, but society
should not force you to change your
behavior (that's the libertarian part);
instead, we should merely point you in the
right direction (that's the paternalism part).
One of Thaler and Sunstein‘s key insights
is that our decisions are often a product of
inertia. If our employer automatically signs

us up for some kind of insurance coverage,
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then we'll stick with that, even if six other
plans are offered. Conversely, we may not
sign up for any plan at all if it requires
some proactive behavior on our part—
reading a benefits manual, filling out a form,
going to a stupid human resources seminar,
or doing anything else that involves time
and effort. Thaler and Sunstein propose
that inertia (and other decision-making
foibles) can be used to some advantage. If
policymakers are concerned about some
individual behavior, such as inadequate
retirement savings, then the libertarian
paternalistic option is to make the default
option one that automatically puts a decent
amount of money from every paycheck into
a retirement account. That's the “nudge.”
Anyone is free to choose another option at
any time. But a shockingly high proportion
of people will stay wherever you put them

in the first place.
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This idea has profound implications when it
comes to something like organ donation.
Spain, France, Norway, Israel, and many
other countries have “opt-out” (or presumed
consent) laws when it comes to organ
donation. You are an organ donor unless
you indicate otherwise, which you are free
to do. (In contrast, the United States has an
“opt-in” system, meaning that you are not
an organ donor unless you sign up to be
one.) Inertia matters, even when it comes
to something as serious as organ donation.
Economists have found that presumed
consent laws have a significant positive
effect on organ donation, controlling for
relevant country characteristics such as
religion and health expenditures. Spain has
the highest rate of cadaveric organ
donations in the world—50 percent higher
than the United States. True libertarians (as
opposed to the paternalistic kind) reject

presumed consent laws, because they
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imply that the government “owns” your
internal organs until you make some effort
to get them back. (CHAPTER 3
Government and the Economy:
Government is your friend (and a round of

applause for all those lawyers)
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Let's step out of our cynical mode for a
moment and return to the idea that
government has the capacity to do many
good things. Even then, when government
is doing the things that it is theoretically
supposed to do, government spending
must be financed by levying taxes, and
taxes exert a cost on the economy. This
“fiscal drag,” as Burton Malkiel has called
it, stems from two things. First, taxes take
money out of our pockets, which
necessarily diminishes our purchasing
power and therefore our utility. True, the
government can create jobs by spending
billions of dollars on jet fighters, but we are

paying for those jets with money from our
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paychecks, which means that we buy fewer
televisions, we give less to charity, we take
fewer vacations. Thus, government is not
necessarily creating jobs; it may be simply
moving them around, or, on net, destroying
them. This effect of taxation is less obvious
than the new defense plant at which happy
workers churn out shiny airplanes. [....]
Second, and more subtly, taxation causes
individuals to change their behavior in ways
that make the economy worse off without
necessarily providing any revenue for the
government. Think about the income tax,
which can be as high as 50 cents for every
dollar earned by the time all the relevant
state and federal taxes are tallied up. Some
individuals who would prefer to work if they
were taking home every dollar they earn
may decide to leave the labor force when
the marginal tax rate is 50 percent.
Everybody loses in this situation. Someone

whose preference is to work quits his or her
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job (or does not start working in the first
place), yet the government raises no
revenue. (CHAPTER 4 Government and
the Economy Il: The army was lucky to get

that screwdriver for $500)

Taxation discourages both work and
investment. Many economists argue that
cutting taxes and rolling back regulation
unleashes productive forces in the
economy. This is true. The most ardent
“supply-siders” argue further that tax cuts
can actually raise the amount of revenue
collected by the government because we
all will work harder, earn higher incomes,
and end up paying more in taxes even
though tax rates have fallen. This is the
idea behind the Laffer curve, which
provided the intellectual underpinnings for
the large Reagan-era tax cuts. Economist
Arthur Laffer theorized in 1974 that high tax
rates discourage so much work and

investment that cutting taxes will earn the
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government more revenue, not less. (He
first sketched a graph of this idea on a
restaurant napkin while having dinner with
a group of journalists and politicians. In one
of life‘s delicious ironies, it was Dick
Cheney's napkin.) At some level of
taxation, this relationship must be true. If
the personal income tax is 95 percent, for
example, then no one is going to do a
whole lot of work beyond what is necessary
to subsist. Cutting the tax rate to 50
percent would almost certainly boost
government revenues. (CHAPTER 4
Government and the Economy Il: The army

was lucky to get that screwdriver for $500)
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This chapter is not about discrimination. It
is about information, which lies at the heart
of many discrimination-related problems.
Information matters, particularly when we
don‘t have all that we need. Markets tend
to favor the party that knows more. (Have

you ever bought a used car?) But if the
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imbalance, or asymmetry of information,
becomes too large, then markets can break
down entirely. This was the fundamental
insight of 2001 Nobel laureate George
Akerlof, an economist at the University of
California, Berkeley. His paper entitled “The

Market for Lemons” used the used-car

market to make its central point. Any
individual selling a used car knows more
about its quality than someone looking to
buy it. This creates an adverse selection
problem, just as it did with the Hope
Scholarships. Car owners who are happy
with their vehicles are less likely to sell
them. Thus, used-car buyers anticipate
hidden problems and demand a discount.
But once there is a discount built into the
market, owners of high-quality cars become
even less likely to sell them—which
guarantees the market will be full of
lemons. In theory, the market for high-

quality used cars will not work, much to the
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detriment of anyone who may want to buy
or sell such a car. (In practice, such
markets often do work for reasons
explained by the gentlemen with whom Mr.
Akerlof shared his Nobel Prize; more on

that in a moment.)

“The Market for Lemons” is characteristic of
the kinds of ideas recognized by the Nobel
committee. It is, in the words of the Royal
Swedish Academy of Sciences, “a simple
but profound and universal idea, with
numerous implications and widespread
applications.” Health care, for example, is
plagued with information problems.
Consumers of health care—the patients—
almost always have less information about
their care than their doctors do. Indeed,

even after we see a doctor, we may not
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know whether we were treated properly.
This asymmetry of information is at the
heart of our health care woes. (CHAPTER
5 Economics of Information: McDonald’s

didn’t create a better hamburger)

LA NTENIRAINTLT LANLLNNE LA 131879 13

NUAIEIILI IATUNIITN B AL RNIZRA
=} 1 1 £ ,&' & %

wIa b mmvlmwmm*’nawagamﬂum&lﬂ

PIUYMOURIN AN A RBILTNTFUAN

VI

At first glance, the financial markets are
remarkably complex. Stocks and bonds are
complicated enough, but then there are

options, futures, options on futures, interest
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rate swaps, government “strips,” and the

now infamous credit default swaps. At the

Chicago Mercantile Exchange, it is now
possible to buy or sell a futures contract
based on the average temperature in Los
Angeles. At the Chicago Board of Trade,
one can buy and sell the right to emit SO2.
Yes, it's actually possible to make (or lose)
money by trading smog. The details of
these contracts can be mind-numbing, yet
at bottom, most of what is going on is fairly
straightforward. Financial instruments, like

every other good or service in a market
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economy, must create some value. Both
the buyer and seller must perceive
themselves as better off by entering into
the deal. All the while, entrepreneurs seek
to introduce financial products that are
cheaper, faster, easier, or otherwise better
than what already exists. Mutual funds
were a financial innovation; so were the
index funds that Burt Malkiel helped to
make popular. At the height of the financial
crisis in 2008, it became clear that even
Wall Street executives did not fully
understand some of the products that their
firms were buying and selling. (CHAPTER
7 Financial Markets: What economics can
tell us about getting rich quick (and losing

weight, too!)
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10.

In 1933, Franklin Roosevelt ended the right
of individual Americans to exchange cash
for gold, but nations retained that right
when making international settlements. In

1971, Richard Nixon ended that, too.
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Inflation in the United States was making
the dollar less desirable; given a choice
between $35 and an ounce of gold, foreign
governments were increasingly demanding
the gold. After a weekend of deliberation at
Camp David, Nixon unilaterally “closed the
gold window.” Foreign governments could
redeem gold for dollars on Friday—but not
on Monday. Since then, the United States
(and all other industrialized nations) have
operated with “fiat money,” which is a fancy
way of saying that those dollars are just
paper. (CHAPTER 11 International

Economics: How did a nice country like

Iceland go bust?)
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11.

The relationship between government
institutions and economic growth prompted
a clever and intriguing study. Economists
Daron Acemoglu, Simon Johnson, and
James Robinson hypothesized that the
economic success of developing countries

that were formerly colonized has been
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affected by the quality of the institutions
that their colonizers left behind. The
European powers adopted different
colonization policies in different parts of the
world, depending on how hospitable the
area was to settlement. In places where
Europeans could settle without serious
hardship, such as the United States, the
colonizers created institutions that have
had a positive and long-lasting effect on
economic growth. In places where
Europeans could not easily settle because
of a high mortality rate from disease, such
as the Congo, the colonizers simply
focused on taking as much wealth home as
quickly as possible, creating what the
authors refer to as “extractive states.”

(CHAPTER 13 Development Economics:

The wealth and poverty of nations)
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12.

During the depths of the “Great Recession”
of 2007, however, the Fed couldn‘t make

money any cheaper. The Fed pushed
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short-term interest rates all the way down
to zero, for all intents and purposes, but
consumers and businesses still weren‘t
willing to borrow and spend (and unhealthy
banks were in a poor position to lend). At
that point, monetary policy can‘t do
anything more; it becomes like “pushing on
a wet noodle,” as Keynes originally
described it. This is the economic rationale
for turning to a fiscal stimulus as well.
(CHAPTER 9 Keeping Score: Is my

economy bigger than your economy?)
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13.

Unfortunately the Great Recession that
began in 2007 had other aspects to it that
spread the economic damage in virulent
and scary ways. Many American

households were “excessively leveraged,”

meaning that they had borrowed far more
than they could manage. The housing
boom had encouraged ever bigger houses

with ever bigger mortgages. Meanwhile, the
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down payments—the amount of their own
money buyers had to spend to get a loan—
were getting smaller relative to what was
being borrowed. Subprime mortgages (a
financial innovation, one must admit) made
it easier for people to borrow who were
otherwise not creditworthy and for other
people to borrow in particularly aggressive
ways (e.g., with no down payment at all).
This all works fine when housing prices are
going up; someone who falls behind on
their mortgage payments can always sell
the house to repay the loan. When the
housing bubble burst, however, the
numbers became a disaster. Overleveraged
American families found that they could not
afford their mortgage payments, nor could
they sell their homes. Millions of houses
and condos were thrown into foreclosure by
whatever bank or financial institution owned
the mortgage. When these properties were

dumped on the market, it drove prices
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down further and exacerbated all the real
estate—induced problems. (CHAPTER 9
Keeping Score: Is my economy bigger than

your economy?)

14.

Unemployment. My mother does not have
a job, but she is not unemployed. How
could that be? This is not one of those
strange logic riddles. The unemployment
rate is the fraction of workers who would
like to work but cannot find jobs. (My
mother is retired and has no interest in
working.) America‘s unemployment rate fell
below 4 percent during the peak of the
boom in the 1990s; it has since climbed
over 10 percent. Even that may understate
the number of people out of work. When
Americans without jobs give up on finding
one, they no longer count as unemployed

and instead become “discouraged workers.”
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(CHAPTER 9 Keeping Score: Is my

economy bigger than your economy?)
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15. Indeed, we can explain the importance of | @NANUDHITILE L@ WTneTUe gﬁﬁ'ﬂﬁﬁmmuéﬁLﬁu'j’]mﬂ%l,l,mmaﬂm,l,ﬂa
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pay for every retiree—a lot fewer. In 1960,
there were five workers for every retiree.
Now there are three workers for every
retiree. By 2032, there will be only two.
Imagine Social Security (or Medicare) as a
seesaw in which payments made by
workers are on one side and benefits
collected by retirees are on the other. The
program is solvent as long as the seesaw
balances. As the number of workers on one
side shrinks while the number of retirees on
the other side grows, the seesaw begins to
tip. In theory, fixing the problem is easy.
We can take more from current workers,
either by increasing the payroll tax or by
making them more productive and raising
their incomes (so that the same tax
generates more revenues). Or we can give
less to retirees, either by cutting their
benefits or by raising the retirement age.

That is the very simple economic crux of
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the problem. (CHAPTER 9 Keeping Score:

Is my economy bigger than your economy?)

o ~ v X 4 A oA
ﬂsumqmmmlﬁgwu RILARTUABUNWANWI Y

A a €dy
“ﬂq@]"ll ﬂdﬂmuﬁﬂ LDILATHIATRAIW

16.

The U.S. national savings rate tells a
cautionary tale. Personal saving fell steadily
from over 9 percent in the 1960s and
1970s to 6 percent in the 1980s to below 5
percent in the mid-1990s to roughly zero by
the end of the 1990s. When the recession
hit in 2007, the personal savings rate
started to climb again. Governments
(Washington, D.C., and the states) have
been running deficits, or “dissaving.” (U.S.
businesses were the only ones setting any
money aside until households were
shocked into saving by the recession.) We
can and have borrowed from abroad to
finance our national investment—at a cost.
Nobody lends money for nothing; borrowing
from abroad means that we must pay some
of our investment returns to our foreign
lenders. Any country with significant

exposure to foreign lenders must always

2a3IN1300 NI IRWIgaLNIN LI uR M
> ' A =) 1

LABUALAININGI NMIDBNLTUEIUYAAIAARS

\ oA ' ¢ & \ A ¢
2tN9AaLHaIINNTN 9 L aSLEUE LT I9AIRE
NAI331 1960 waz 1970 tiu 6 tasiiud
Tus19na23351¢ 1980 1iludnin 5 tlasidue
Tus29na23314 1990 Dwnavgudnanin

4‘ a =) &‘

NAIIIE 1990 IWanIzAIEgNInanauiadn
vWall a.¢.2007 é’@mﬂ’liaauquﬂﬂaﬁmﬁu

g <& Y v @ A
gamuﬁﬂmo IFUIA (SFTLIANAIUASTIBINN)
daasiulszinmegs wialtund diiwiu
s . a Qs [ 1 s dl a
97 (Maginavedanigy tudhuidsneauiin
UIFRAA AIUNTENINAATUITAUADIR UL
2aNTIWIIZNMEATRINANANEY) 130
mmmﬁLGumn@mﬂszmmLazmUﬁmuzﬁLﬁ'a
aq@m‘l,umiamu‘[uﬂizmﬂmaamLaaT@mLaﬂ
nuazlyunsadng idlasnlilastudulaslale
azlsnaudnun MafiIuaneaaLsEne
WU AITNINADILLTUN LA NNAN B LN
msamulﬁﬁu;fﬂdam’?mtjmwm"mﬁ U3zine

= Aaa va : a °
lﬂﬂ@nl]ﬂlmUﬂ@]ﬂl\?%"iﬂﬂ@n\'jmq(ﬂtﬂuﬁnuqu

u

Q“?f{fﬂ‘ﬁﬁmmﬁLL@T’JLﬁu’hmﬂﬂmmammﬂa
WULAAMNRNNBVBY Jean Delisle 11 6171

AR T AT’ INTzmnuasnansiEnfia T
;Eehuﬁ"avl,ﬂsiau"l,zjnmﬁ]mwwmwaaﬁwﬁwﬁ
aana Iatnsnsudinanafiansasin uaz
N TanLiTIuTuNwIadan iAW
mﬁlvlajmm‘ﬁmwaﬁ%ﬁﬂﬁﬁéwﬂui’wuﬁw

Yananadn laanunaneaIfany 1 wan 'kl

= a
Insudatuuaalinunung

101




worry that when times get tough, the herd
of international investors will get spooked
and flee with their capital. (CHAPTER 9
Keeping Score: Is my economy bigger than

your economy?)
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17.

If the Fed can make the economy grow
faster by lowering interest rates, then
presumably lower interest rates are always
better. Indeed, why should there be any
limit to the rate at which the economy can
grow? If we begin to spend more when
rates are cut from 7 percent to 5 percent,
why stop there? If there are still people
without jobs and others without new cars,
then let’s press on to 3 percent, or even 1
percent. New money for everyone! Sadly,
there are limits to how fast an economy
can grow. If low interest rates, or “easy
money,” causes consumers to demand 5
percent more new PT Cruisers than they
purchased last year, then Chrysler must

expand production by 5 percent. That
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means hiring more workers and buying
more steel, glass, electrical components,
etc. (CHAPTER 10 The Federal Reserve:
Why that dollar in your pocket is more than

a piece of paper)
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18.

Fixed exchange rates (or currency
bands). Fixed or “pegged” exchange rates
are a lot like the gold standard, except that
there is no gold. (This may seem like a
problem—and it often is.) Countries pledge
to maintain their exchange rates at some
predetermined rate with a group of other
countries—such as the nations of Europe.
The relevant currencies trade freely on
markets, but each participating government
agrees to implement policies to keep its
currency trading within the predetermined
range. The European Exchange Rate
Mechanism described at the beginning of
this chapter was such a system.

The primary problem with a “peg” is that

countries can't credibly commit to
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defending their currencies. When a
currency begins to look weak, as the pound
did, then speculators pounce, hoping to
make millions (or billions) if the currency is
devalued. Of course, when speculators
(and others concerned about devaluation)
aggressively sell the local currency—as
Soros did—then devaluation becomes all
the more likely. (CHAPTER 11

International Economics: How did a nice

country like Iceland go bust?)
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Under any “fee for service” system, doctors
charge a fee for each procedure they
perform. Patients do not pay for these extra
tests and procedures; their insurance
companies (or the federal government, in
the case of older Americans who are
eligible for Medicare) do. At the same time,
medical technology continues to present all

kinds of new medical options, many of
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which are fabulously expensive. This
combination is at the heart of rapidly rising
medical costs: Doctors have an incentive to
perform expensive medical procedures and
patients have no reason to disagree. If you
walk into your doctor's office with a
headache and the doctor suggests a CAT
scan, you would almost certainly agree
“just to be sure.” Neither you nor your
doctor is acting unethically. When cost is
not a factor, it makes perfect sense to rule
out brain cancer even when the only
symptom is a headache the morning after
the holiday office party. Your doctor might
also reasonably fear that if she doesn't
order a CAT scan, you might sue for big
bucks later if something turns out to be
wrong with your head. (CHAPTER 5
Economics of Information: McDonald’s

didn’t create a better hamburger)
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Here is a related question that economists

like to ponder: Harvard graduates do very
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well in life, but is that because they learned
things at Harvard that made them
successful, or is it because Harvard finds
and admits talented students who would
have done extraordinarily well in life
anyway? In other words, does Harvard add
great value to its students, or does it simply

provide an elaborate “signaling” mechanism

that allows bright students to advertise their
talents to the world by being admitted to
Harvard? Alan Krueger, a Princeton
economist, and Stacy Dale, an economist
at the Mellon Foundation, have done an
interesting study to get at this question.
They note that graduates of highly selective
colleges earn higher salaries later in life
than graduates of less selective colleges.
For example, the average student who
entered Yale, Swarthmore, or the University
of Pennsylvania in 1976 earned $92,000 in
1995; the average student who entered a

moderately selective college, such as Penn
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State, Denison, or Tulane, earned $22,000
less. That is not a particularly surprising
finding, nor does it get at the question of
whether the students at schools like Yale
and Princeton would earn more than their
peers at less competitive schools even if
they played beer pong and watched
television for four years. (CHAPTER 5
Economics of Information: McDonald’s

didn’t create a better hamburger)
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Two other points regarding incentives are
worth noting. First, a market economy
inspires hard work and progress not just
because it rewards winners, but because it
crushes losers. The 1990s were a great
time to be involved in the Internet. They
were bad years to be in the electric
typewriter business. Implicit in Adam
Smith‘s invisible hand is the idea of

“creative destruction,” a term coined by the

Austrian economist Joseph Schumpeter.

Markets do not suffer fools gladly. Take
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Wal-Mart, a remarkably efficient retailer that
often leaves carnage in its wake.
Americans flock to Wal-Mart because the
store offers an amazing range of products
cheaper than they can be purchased
anywhere else. This is a good thing. Being
able to buy goods cheaper is essentially
the same thing as having more income. At
the same time, Wal-Mart is the ultimate
nightmare for Al's Glass and Hardware in
Pekin, lllinois—and for mom-and-pop shops
everywhere else. The pattern is well
established: Wal-Mart opens a giant store
just outside of town; several years later, the
small shops on Main Street are closed and
boarded up. (CHAPTER 2 Incentives
Matter: Why you might be able to save your
face by cutting off your nose (if you are a

black rhinoceros))
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One intriguing and practical middle ground

is the notion of “libertarian paternalism,”

which was advanced in an influential book
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called Nudge by Richard Thaler, a
professor of behavioral science and
economics at the University of Chicago,
and Cass Sunstein, a Harvard Law School
professor now serving in the Obama
administration. The idea behind benign
paternalism is that individuals do make
systematic errors of judgment, but society
should not force you to change your
behavior (that's the libertarian part);
instead, we should merely point you in the
right direction (that's the paternalism part).
One of Thaler and Sunstein‘s key insights
is that our decisions are often a product of
inertia. If our employer automatically signs
us up for some kind of insurance coverage,
then we'll stick with that, even if six other
plans are offered. Conversely, we may not
sign up for any plan at all if it requires
some proactive behavior on our part—
reading a benefits manual, filling out a form,

going to a stupid human resources seminar,
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or doing anything else that involves time
and effort. Thaler and Sunstein propose
that inertia (and other decision-making
foibles) can be used to some advantage. If
policymakers are concerned about some
individual behavior, such as inadequate
retirement savings, then the libertarian
paternalistic option is to make the default
option one that automatically puts a decent
amount of money from every paycheck into
a retirement account. That's the “nudge.”
Anyone is free to choose another option at
any time. But a shockingly high proportion
of people will stay wherever you put them
in the first place.

This idea has profound implications when it
comes to something like organ donation.
Spain, France, Norway, Israel, and many
other countries have “opt-out” (or presumed
consent) laws when it comes to organ
donation. You are an organ donor unless

you indicate otherwise, which you are free
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to do. (In contrast, the United States has an
“opt-in” system, meaning that you are not
an organ donor unless you sign up to be
one.) Inertia matters, even when it comes
to something as serious as organ donation.
Economists have found that presumed
consent laws have a significant positive
effect on organ donation, controlling for
relevant country characteristics such as
religion and health expenditures. Spain has
the highest rate of cadaveric organ
donations in the world—50 percent higher
than the United States. True libertarians (as
opposed to the paternalistic kind) reject
presumed consent laws, because they
imply that the government “owns” your
internal organs until you make some effort
to get them back. (CHAPTER 3
Government and the Economy:
Government is your friend (and a round of

applause for all those lawyers)
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This chapter is not about discrimination. It
is about information, which lies at the heart
of many discrimination-related problems.
Information matters, particularly when we
don‘t have all that we need. Markets tend
to favor the party that knows more. (Have
you ever bought a used car?) But if the
imbalance, or asymmetry of information,
becomes too large, then markets can break
down entirely. This was the fundamental
insight of 2001 Nobel laureate George
Akerlof, an economist at the University of
California, Berkeley. His paper entitled “The
Market for Lemons” used the used-car
market to make its central point. Any
individual selling a used car knows more
about its quality than someone looking to

buy it. This creates an adverse selection
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with their vehicles are less likely to sell
them. Thus, used-car buyers anticipate
hidden problems and demand a discount.
But once there is a discount built into the
market, owners of high-quality cars become
even less likely to sell them—which
guarantees the market will be full of
lemons. In theory, the market for high-
quality used cars will not work, much to the
detriment of anyone who may want to buy
or sell such a car. (In practice, such
markets often do work for reasons
explained by the gentlemen with whom Mr.
Akerlof shared his Nobel Prize; more on
that in a moment.) (CHAPTER 5
Economics of Information: McDonald’s

didn’t create a better hamburger)
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Americans are richer than most of the
developed world; we also work harder, take
less vacation, and retire later. Will that
change? There is something in labor

economics called the “backward-bending
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labor supply curve.” Thankfully, the idea is

simpler and more interesting than the name
would suggest. Economic theory predicts
that as our wages go up, we will work
longer hours—up to a point, and then we
will begin to work less. Time becomes
more important than money. Economists
just aren‘t quite sure where that curve
starts to bend backward, or how sharply it
bends. (Epilogue Life in 2050: Seven

Questions)
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What are we willing to promise the most

disadvantaged? The market economies of
the developed world lie along a continuum,
with America at one end and the relatively

paternalistic European economies, such as
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France and Sweden, at the other. Europe
offers the kinder, gentler version of a
market economy—at some cost. In general,
the European nations are more protective
of workers and have a more substantial
safety net. Generous benefits are
mandated by law; health care is a
birthright. This leads to a more
compassionate society in many ways.
European poverty rates, particularly for
children, are far lower than those in the
United States. Income inequality is lower,
too. It also leads to higher unemployment
and a slower rate of innovation and job
creation. Workers, bundled with lots of
mandatory benefits, are expensive. Since
employees cannot be fired easily, firms are
slow to hire them in the first place.
Meanwhile, generous unemployment and
welfare benefits make workers slower to
take jobs that might be offered. The result

is what economists refer to as a “sclerotic”
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labor market. During normal economic
times, European unemployment rates tend
to be significantly higher than the American
rate, particularly for youth. (Epilogue Life in
2050: Seven Questions)
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Any health care reform that seeks to make
health insurance both more accessible and
more affordable, particularly for those who
are sick or likely to get sick, will have
devastating adverse selection problems.
Think about it: If | promise that you can buy
affordable insurance, regardless of whether
or not you are already sick, then the
optimal time to buy that insurance is in the
ambulance on the way to the hospital. The
only fix for this inherent problem is to
combine guaranteed access to affordable
insurance with a requirement that everyone
buy insurance—healthy and sick, young

and old—a so-called “personal mandate.”

The insurance companies will still lose

money on the policies that they are forced
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to sell to bad risks, but those losses can be
offset by the profits earned from healthy
people who are forced to buy insurance.
(Any country with a national health care
system effectively has a personal mandate;
all citizens are forced to pay taxes, and in
return they all get government-funded
health care.)

This is the approach that Massachusetts
took as part of a state plan to provide
universal access to health insurance. State
residents who can afford health insurance
but don't buy it are fined on their state tax
return. Hillary Clinton supported a personal
mandate in the 2008 Democratic
presidential primaries; Barack Obama did
not, though that arguably had more to do
with distinguishing himself from his
toughest Democratic opponent than it did
with his analysis of adverse selection.
Obviously, forcing healthy people to buy

something that they would otherwise not
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buy is a heavy-handed use of government; maa%’gma LWS’lzﬁfuLﬂuﬁuﬂNLamlumﬁ’m
it's also the only way to pool risk (which is mml,?ilm (%mﬂm;mqimmmmaaﬂszﬁ'u) Lfia
the purpose of insurance) when the MINTZLAMUFBITANUAND 6
distribution of risk is not random.
(CHAPTER 5 Economics of Information:

McDonald’s didn’t create a beftter

hamburger)
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