Chapter Thirteen Outline

I.  Introduction and Overview

A.  The economic value of work

1.  marginal physical product (a.k.a. marginal product)

2.  value of marginal product

B. Equilibrium wage and employment levels

1. demand curve for labor

2. supply curve for labor

3. market shifts

II.  Explaining Differences in Earnings


A.   Human Capital Theory

B.   Labor Unions

1. Economic Naturalist 13.1: “If unionized firms have to pay more, how do they manage to survive in the face of competition from their non-unionized counterparts?”

C.   Compensating wage differentials

D.   Discrimination

1.   employer discrimination

2.   discrimination by others (customer discrimination)

3.  other sources of the wage gap

A. Winner-take-all markets


1.  Economic Naturalist 13.2 “Why do garbage collectors earn more than    lifeguards?”

2. Economic Naturalist 13.3 “Why does Renee Fleming earn millions more than sopranos of only slightly lesser ability?”

III.  Income Inequality

A. Recent trends in income inequality

B. Methods of income redistribution

1. welfare payments and in-kind transfers

2. Personal Responsibilities Act

3. Means-testing

C. Negative Income Tax

1. break-even level of income

2. poverty threshold

D. Minimum Wages

1. EITC

2. Minimum wages and consumer surplus

E. Public employment for the poor

F. Combination of methods

