
Quick start 

If I consume good #1,  

can you also?  

 

If I consume good #2,  

can you also?  
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Private Goods 

• Excludable 

• Firms can exclude people who don’t pay 

 

 

• Rivaled consumption 

• A person’s consumption affects  

others’ consumption 



Public Goods 

• Goods that are both non-excludable and 

non-rivaled in consumption 



Free Rider Problem 

• Free rider: a person who does not pay for,  

but does benefit from a public good 

How does society pay  

for public goods? 

Taxes 

User fees 



Other types of goods 

• Common goods: 

rivaled consumption, non-excludable 



Other types of goods 

• Club goods: non-rivaled consumption, 

excludable 



 

Private Goods 

For example: 

food 

Common Goods 

EX: Open ocean fishing 

Club goods 

EX: Golf Course,  

movie theatre 

Public goods 

EX: National Defense 



Excludable? Rivaled? 



Excludable? Rivaled? 


