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Section 10.1: Classifying Goods and Resources (pp 244-247)
1. What are the two things that help us differentiate products?
2. Explain the difference between products that are excludable and nonexcludable.
3. Explain the difference between products that are rival and nonrival.
4. Define the term “private good” and then provide two examples.
5. Define the term “public good” and then provide two examples.
6. Define the term “common resource” and then provide two examples.
7. Natural monopolies produce what is often referred to as a “club good.” Define this term and then provide two examples.
8. Define the term “mixed good” and then provide two examples.
9. Define the term “externality.”
10. From where does an externality arise?
11. Differentiate between a positive externality and a negative externality.
12. How many different types of externalities exist? What is the difference between each?
13. Explain what a “bad” is.
Section 10.2: Public Goods and the Free-Rider Problem (pp 249-255)
14. Define the term “free rider.”
15. Explain the free rider problem. How can we overcome this issue?
16. What is the marginal benefit curve for a private good? Explain why.
17. How do you determine the efficient quantity of a public good?
18. How can resources be used more efficiently if MB > MC?

19. How can resources be used more efficiently if MC > MB?

20. Define the term “rational ignorance.”
Section 10.3: Education and Health-Care Services (pp 257-263)
21. Define the term “marginal private benefit” and indicate its abbreviation.
22. Define the term “marginal external benefit.”
23. Define the term “marginal social benefit” and indicate its abbreviation.
24. How do you calculate marginal social benefit?
25. Examine the graph in Figure 10.6.

a) Does the marginal social benefit curve lie above or below the marginal private benefit curve?

b) What does the space between the marginal private benefit and marginal social benefit curves represent?
26. When external benefits exist, does society overproduce, underproduce, or produce what is allocatively efficient? Does a deadweight loss exist?
27. Identify three devices that governments can use to achieve a more efficient allocation of resources in the presence of external benefits, such as those that arise from education and health care.
28. Define the term “subsidy.”
29. Examine the graph in Figure 10.9. When a subsidy is given to the producer, which way does the supply curve shift: left or right? How is the new supply curve labeled?

30. Define the term “voucher.” Who receives a voucher: the producer or the consumer?
31. Which is generally considered more efficient, a subsidy or a voucher?
