Study Questions
Chapter 11

Information and Markets


1. What is a market, and why is it important?
2. How do prices convey information in markets?
3. What is the difference between tradables and nontradables?
4. Be able to show in a diagram that, given perfect markets and other assumptions, markets and trade increase economic welfare.
5. [bookmark: _GoBack]What are transaction costs, and what causes them?
6. How can high transaction costs affect trade within countries in ways similar to how protective tariffs affect trade among countries? 
7. Give an example from the text of how imperfect information leads to efficiency losses.
8. What is an externality, and what causes it?
