Chapter 15

Public Goods and Taxation

1.  A good is considered nonrival if

a.  consumption by one person does not diminish its availability for others.

b.  it is difficult to exclude those who do not pay for it.

c.  it is provided by the government.

d.  it is provided by a firm with no competitors.

e.  it is paid for by taxes.

2.  If it is costly to exclude those who do not pay for a good from consuming it, the good is considered

a.  nonrival.

b.  nonexcludable.

c.  regressive.

d.  public.

e.  collective.

3.  If nonpayers for a good can be easily excluded and consumption by one person diminishes its availability for others, the good is a(n) _____________ good.

a.  private

b.  public

c.  collective

d.  commons

e.  none of the above

4.  If a good is nonrival, but it is possible to exclude nonpayers from consuming it, the good is a(n) _______________good.

a.  private

b.  public

c.  collective

d.  commons

e.  none of the above

5.  If a good is both nonrival and nonexcludable, it is a(n) ____________ good.

a.  private

b.  public

c.  collective

d.  commons

e.  none of the above

6.  The fish in the ocean are an example of which type of good?

a.  private

b.  public

c.  collective

d.  commons

e.  none of the above

7.  National defense is an example of which type of good?

a.  private

b.  public

c.  collective

d.  commons

e.  none of the above

8.  A tax that collects the same amount from every person is called a(n) 

a.  head tax.

b.  regressive tax.

c.  proportional tax.

d.  progressive tax.

e.  equal tax.

9.  If the proportion of income paid in taxes decreases as income increases, the tax is a(n)

a.  head tax.

b.  regressive tax.

c.  proportional tax.

d.  progressive tax.

e.  equal tax

10.  Which of the following is a way private channels can provide public goods?

a.  donations

b.  new technology that facilitates exclusion of nonpayers

c.  private contracting

d.  sale of byproducts

e.  all of the above

Problems/Short Answer
1.  Give an example of a good that is nonexcludable.  Explain why your example is nonexcludable.

2.  You and your roommate would like to hire a cleaning service to clean your apartment each week.  The value of the cleaning is $100 to you.  However, your roommate is more comfortable when the apartment is a mess, so the value of the cleaning service to your roommate is -$10.00.  Regardless of who pays for the service, the entire apartment gets cleaned.

a. What is the most the cleaning service can charge per week and still be assured of being hired by one of you?

b. Suppose the competitive fee for the cleaning service is $50 per week.   How much would you have to pay for your roommate agree to the cleaning service?  

c. Is total economic surplus higher with or without the cleaning service?

