Chapter  11 Outline

I.  Introduction/Overview


A.  External Costs and Benefits

II.  How Externalities Affect Resource Allocation


A.  A Graphical Portrayal of Externalities 


B.  The Coase Theorem


C.  Legal Remedies

1. Economic Naturalist 11.1: “What is the purpose of speed limits and

     other traffic laws?”



2.  Economic Naturalist 11.2: “Why do most communities have zoning 


     laws?”



3.  Economic Naturalist 11.3: “Why do many governments enact laws that 


     limit the discharge of environmental pollutants?”



4.  Economic Naturalist 11.4: “What is the purpose of free speech laws?”



5.  Economic Naturalist 11.5: “Why does the government subsidize 


     activities that generate possible externalities?”


D.  The Optimal Amount of Negative Externalities is Not Zero

III. Property Rights and the Tragedy of the Commons


A.  The Problems of Unpriced Resources


B.  The Tragedy of the Commons

C. The Effect of Private Ownership



1.  more efficient allocation of resources



2.  incentives


D.  When Private Ownership is Impractical



1.  Economic Naturalist 11.6: “Why do blackberries in public parks get 


     picked too soon?”



2.  Economic Naturalist 11.7: “Why are shared milkshakes consumed too 


     quickly?”



3.  Examples




a.  harvesting timber




b.  harvesting whales




c.  controlling multinational environmental pollution

IV.  Positional Externalities


A.  Economic Naturalist 11.8: “Why do football players take anabolic steroids?”


B.  Economics Naturalist 11.9: “Why do many grocery stores stay open all night, 

      even in small towns?”


C.  Positional Arms Control Agreements



1.  campaign spending limits



2.  roster limits



3.  arbitration agreements



4.  mandatory starting dates for kindergartners



5.  social norms




a.  nerd norms




b.  fashion norms




c.  norms of taste




d.  norms against vanity

