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Section 6.1: Allocation Methods and Efficiency (pp 140-147)
1. Define the term “allocative efficiency.”

2. Define the term “marginal benefit.” What determines marginal benefit and how is it measured?

3. State the “principle of decreasing marginal benefit.”

4. Define the term “marginal cost” and explain how it is measured.
5. If MB > MC, are you producing too much or too little of the good? How can you increase efficiency?

6. If MB < MC, are you producing too much or too little of the good? How can you increase efficiency?

7. What is the only time in which resources are said to be allocated efficiently?

Section 6.2: Value, Price, and Consumer Surplus (pp 148-150)
8. What curve represents the marginal benefit curve?
9. Define the term “consumer surplus.”

Section 6.3: Cost, Price, and Producer Surplus (pp 151-153)
10. What curve represents the marginal cost curve?
11. Define the term “producer surplus.”

Section 6.4: Are Markets Efficient? (pp 154-160)

12. Define the term “total surplus.”

13. Define the term “deadweight loss.” What does it measure? Who bears the burden of deadweight loss?
