Homework #6  KEY

MULTIPLE CHOICE.  Choose the one alternative that best completes the statement or answers the question.
1)  D 

2)  C 

3)  D 

4)  B 

5)  D 

6)  A 

7)  C 

8)  A 

9)  B 

10)  D 

11)  B 

12)  C 

13)  D 

14)  C 

15)  D 

16)  B 

17)  A 

18)  B 

19)  B 

20)  A 

21)  B 

ESSAY.  Write your answer in the space provided below or on the back (2 points each).
22)  Private decision makers consider only private benefits and costs when purchasing education. As a result, the value that all of society places on the last unit of education purchased exceeds the cost of that education. This is not efficient because more education would generate social benefits that exceed social costs. Subsidies can overcome this problem by reducing the private cost of education, thereby leading to a greater quantity of education being provided. 

23)  In the case of a private good, the individual enjoys all of the benefits and pays all of the costs so it is important to gather product information. In the case of a public good, the individual receives only a fraction of the benefits and pays only a fraction of the costs. Moreover, it is uncertain whether one individual's gathering information will have any impact on the public goods provided anyway. 
