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Carnegie Hall 310C

Department of Economics
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Fall 2006
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Homework 4
Due Wednesday, October 18
1. What are externalities?  Describe examples of externalities that are positive, negative, from production, and from consumption.

2.  What is the Coase Theorem?  What is necessary for the Coase theorem to be able to resolve disputes?

3. What are Pigovian Taxes? Is the tax on gasoline an example of a Pigovian tax? 
4.  What are “public goods”?  Define and explain in terms of “rival” and “excludable”.  What are examples of public goods?  

5. Make a table with rows “rival” and “non rival” and columns “excludable” and “non-excludable”.  Describe the kinds of goods that fall into each of the resulting four cells using examples.

6.  Explain the difference between economic profits and accounting profits.  How does the concept of opportunity cost factor in to the calculation of the firm’s costs?  What does this imply about profits of competitive firms?

7. Consider the following data:

	Labor: 
	0
	1
	2
	3
	4
	5
	6
	7
	8
	9

	Total Product:
	0
	20
	50
	90
	120
	140
	150
	155
	155
	150


a) Calculate and graph the average and marginal product schedules.

b) Explain why the marginal product cuts the peak of the average product.

8.  Consider the “typical family” of short-run cost curves.

a) If average variable cost (AVC) is greater than marginal cost (MC), is AVC rising or falling?

b) If MC is rising, de we know what is happening to AVC?  Why or why not?
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