Landsburg’s Answers to Questions in Real-World Application Box: 
Can You Explain Landsburg’s Provocative Insights? 
1: Daughters cause divorce.


Landsburg cites economists Gordon Dahl and Enrico Moretti’s data showing that American couples with daughters are 5 percent more likely to divorce and further, the more daughters, the more likely couples are to divorce. The same findings are present, and to a larger extent, in countries like México, Colombia, Kenya, and Vietnam. 


Taking these studies, Landsburg creates a hypothetical experiment using three million people randomly divided into two groups according to a coin flip. Dividing this group further by gender of their last-born child provides two groups of parents that are statistically identical. He argues that these groups will have the same financial stresses, average emotional distance, and the same incidence of infidelity, and that the only effect left to explain the difference in divorce rates is the gender of the children.


From this evidence, Landsburg comes to the conclusion that parents of daughters are more likely to divorce because parents prefer boys to girls. Landsburg gives three pieces of evidence supporting this hypothesis. He argues that daughters lower the probability of remarriage and that they lower the probability that a second marriage, if it does occur, will succeed, and thus that “daughters are a liability on the remarriage market, which tells us that potential husbands prefer male stepchildren.” 

2: A taste for revenge is healthier than a thirst for gold.


Revenge happens to be the one debt that people will voluntarily pay even though it is often costly and causes hardship. How did an action that is invariably detrimental survive natural selection? While revenge itself is costly, the threat of revenge is an effective deterrent and therefore beneficial. Coming from a perfectly rational being, a threat of revenge is empty, but when revenge is driven by pure instinct and emotion it is an effective deterrent. A taste for revenge gives credibility to our threats and is used to scare off enemies. 

In contrast gold serves no survival purpose. It does not provide food, clothing, or shelter. Still, the thirst for gold causes people to do irrational things that may not be in their best interest; Many young men left productive employment on the chance of finding gold during the gold rush. 
3: A ban on elephant hunting is bad news for elephants.


A ban on hunting elephants “never had much effect against determined poachers.” Instead, the ban reduced the supply of ivory, which increased its price and raised the benefit of successful poaching. The problem was that no one had a long-term interest in the elephants. Poachers had hunted elephants to near extinction. 

The Zimbabwaean officials gave the elephants to rural villagers. Now, the elephants provided value to a community and the community had an incentive to protect the elephants. Landsburg noticed that unlike the poachers who kill and move on, “villagers know that the elephants they preserve today will still be theirs tomorrow.” Because of this they harvest at a sustainable rate and “make it their business to drive the poachers away.” As a result both the elephants and the villagers have prospered. 

4: Disaster assistance is bad news for the people who receive it. 


A disproportionate number of poor people live in flood plains, Landsburg argues, because housing prices in these areas are lower. Prices are lower because of the risk of a flood. Disaster assistance, however, reduces the financial risk of living in a flood plain which drives up housing prices. This is how disaster assistance makes it more difficult for the poor to own houses. 

5: Malicious computer hackers should be executed. 


Assuming that policymakers institute the death penalty based on a cost-benefit analysis, if we have a death penalty for murderers, then it makes sense to impose a death penalty for computer hackers. The reasoning? The death penalty for murderers saves about 10 lives (the deterrent effect). Assuming each life is worth $10 million, each execution provides a benefit of about $100 million in lives saved.


Computer hackers impose a cost of about $50 billion each year. If executing one computer hacker would prevent 1/5th of 1% of the damages caused it would suggest that executing the computer hacker would be more beneficial to society than executing a murder. 

6: The most charitable people support the fewest charities. 


When you choose a worthy charity to give to, it makes the most sense to give all, or most of your budget set aside to giving, to that one organization. Why? Because it is likely that you are not giving enough such that the marginal benefit of that giving is declining. That is, once you've decided the most worthy charity, it will likely remain the most worthy charity within your giving budget. 

7: Writing books is socially irresponsible.


Books are not like other consumer products because, unlike other goods such as oranges, blockbuster books will squeeze out the second-best books from a large share of the market. That is, book writing has spillover effects not taken into account by the writer. 


How does this mean that writing books is socially irresponsible? The value of the best-selling book to society is the benefit over and above the next-best book (perhaps $2 a copy), which is far less than the total revenue of that book's sales (at $20 a copy). Authors of best-selling books are therefore paid far beyond their marginal value because the best book takes sales away from the second-best book. 

8: Elbowing your way to the front of the water-fountain is socially responsible. 


When people are allowed to elbow their way to the front of the line it ensures that the thirstiest person will always be drinking. In traditional water fountain etiquette, newcomers enter the end of the line and wait to drink, which wastes their time. By creating a system where newcomers enter the water fountain line at the front, no one (except those who are 2nd in line and beyond) waste their time. Actually, the 2nd person and beyond will leave the line to find a new fountain. This rule means no one waits, but the fountain continues to be used. 
Frank’s Answers to Questions in the Real World Application Box: 
Can You Explain Frank’s Observations?

1. Why does a light come on when you open a refrigerator, but not a freezer?


The cost of installing a light in both compartments of a fridge is essentially the same so why does one compartment have a bulb and the other not? The light is a fixed cost so it will not vary with the number of times you open the door. Since most people open the refrigerator much more often than the freezer the benefit of having a light in the refrigerator considerably larger. With the cost of adding a light the same in both places the cost-benefit test is more likely to be satisfied in the refrigerator than the freezer.
2. Why do dry cleaners charge more for women’s shirts than for men’s?


This price differential makes sense if women’s shirts are more costly on average to iron or press. Washing men’s and women’s shirts are no different but when it comes to ironing, men’s shirts go into a pressing machine that speeds the process. Because many women’s shirts are too delicate for this machine it is necessary to hand iron them, increasing the cost on average and therefore the price to the consumer. 
3. Why are brown eggs more expensive than white ones?


One could argue that consumers prefer brown eggs to white eggs, but then why don't white-egg producers switch to producing brown eggs? It must be that brown eggs cost more to produce.  Brown eggs require Rhode Island Red hens, which are larger and more costly to feed than the White Leghorn hens that lay white eggs. 
4. Why do women endure the discomfort of high heels?


Given that high heels are painful, women must choose to wear them because the net benefit of high heels must exceed the net benefit of flat shoes. Assuming that all shoes cost the same this suggests that women in heels are more likely to attract favorable and welcomed notice. “Men like an exaggerated female figure” and high heels make women taller, push the bosom forward and the buttocks rearward, accentuating the female form.
5. Why are whales in danger of extinction, but not chickens?


Whale populations have been driven near extinction because no one owns whales. They swim in international waters and nations do not respect treaties to protect them. Because of this whalers understand that if they do not harvest someone else will, thus “no whaler stands to gain from self restraint.” In contrast, most chickens are owned by someone and these owners understand that killing one chicken today means one less chicken tomorrow. They have strong incentives to balance these numbers and keep chickens from extinction.
6. If we have Blockbuster video, why don’t we have Blockbuster book?


There are two reasons: the government subsidizes public libraries (creating competition for a would-be book rental company) and the cost of renting books would likely be too high (borrowing time would have to be higher for books). Given a high rental price for books, people might as well buy the book outright. Why does government subsidize books? A well-read society is likely a better-informed electorate. That is, there are externalities associated with reading books. When there are positive externalities there is room for government to lower the cost of the good. 

7. Why is there so much mathematical formalism in economics?


Increased competition for jobs in the field of economics has coincided with increased formalism in economics. This suggests that candidates for employment may be using an ability to manipulate complicated mathematical equations to signal to potential employers that they are the better hire. As more and more candidates use this signaling device, the threshold for indicating superiority has likewise risen. This is similar to the problem of people raising their voices at cocktail parties. When one person raises her voice to be heard, others begin to raise their voices so that they can be heard as well. The noise level rises and more people have to raise their voices, which further escalates the noise level.

8. Why do stores post signs saying that guide dogs are permitted inside?


The paradox is that those that would directly benefit from this sign (the blind with seeing eye dogs) cannot read the sign. So, the benefit must be for people who can see. What benefit does it provide the sighted? To let customers who may see dogs inside the store that the store is not lax in its enforcement (the dogs inside must be seeing eye dogs) and to let customers know that the store does not discriminate against blind shoppers, thereby creating good will. 

9. Why do most U.S. department stores put men’s fashions on the ground floor?


It is generally accepted that women care more about their clothes and appearance than men. That is, the marginal benefit of being well-dressed is higher for women. This conclusion is supported by the fact that women spend twice as much on clothing as men. Knowing this, department stores can place women's clothing on a higher floor without raising the marginal cost of buying the clothes enough to deter women from shopping. Men, however, enjoy clothing less. So department stores need to keep the marginal cost of shopping as low as possible. Putting men's clothing on the first floor does this. An additional advantage is that many women buy clothes for their husbands whereas men rarely purchase clothing for their wives. A woman who must pass through men’s clothing may be more likely to buy something for her husband on a whim.
10. Why is it easier to find a partner when you already have one?


It is difficult for a woman to tell a man is a good mate by just looking at him. Already having a partner is a credible signal to other women that he is a good mate and therefore they will be drawn to men who already have partners. 

