
1 
 

 

 

 

 

 

 

 

Public Policy 

 

Student’s Name 

Institutional Affiliation 

Public Policy 

Professor’s Name 

Date 

 

 

 

 

 

 

 

 

 



2 
PUBLIC POLICY 

 

A public good is a service or commodity that is consumable simultaneously by every 

person without the exclusion of anyone. The consumption of a product that is non-rival and from 

which exclusion of a person is impossible is a public good. Public goods often have a free-rider 

problem. A private product is a service or good in which there is consumption rivalry and 

customer exclusion is present and can happen. For public goods, the consumption of a unit by a 

person in no way affects the use of another person. It does not decrease the availability of units 

for everyone else. One example of non0rivalry feature of public goods is watching television 

shows. For private products, consumption is rival. The use of a good private unit by an 

individual reduces the availability of the units to another individual. An excellent example of this 

character of private goods is eating a hotdog. 

Public goods are non-excludable. It means that it is virtually impossible and is 

significantly costly to stop an individual from accessing and using the products for their benefits 

even if they have not in curd a cost for it. An example of these characteristics in public goods is 

national defence. Everyone benefits from our national security regardless of whether they are 

tourist or not. Preventing them from enjoying these services would be impossible. A private good 

is excludable. It is possible to prevent people from accessing the benefits of a private good if 

they have not paid for the goods. An example of this characteristic is cable television. If a person 

does not pay for cable, the cable companies ensure that the people who receive the programs 

have paid the required fees. 

The problem of public goods is the free-rider problem (Wang, 2018). Free products are 

non-excludable. It means that preventing someone from enjoying the benefits they provide is 

impossible. Take, for instance, the military defence of a country; It is impossible to prevent 

people from enjoying the benefits of a military in the nation. Payment for security is optional in 
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many nations. It is a matter of contributing voluntarily from all the citizens. Since a citizen is not 

forced by the country to pay for the protection they receive from the military, the citizen might 

decide not to pay the voluntary contribution. Yet, the citizen will still enjoy the benefits of 

having an army in the nation. 

Some of the methods to deal with the free-rider problem include: taxation, soliciting 

Donations, and turning public goods into private. Tax helps in dividing the cost equally among 

all beneficiaries, for example, the national defence. Through taxation, everyone can pay for 

national security.  Low-cost services like Museums can be paid for through small donations 

where the generosity of a few will cover for the free riders.  Converting a public good to private 

will enable forcing payment for the good, for example, a public bridge-if anyone crosses it, he or 

she should pay to cater for the construction cost (Hong, 2020). 

Tax and subsidies are the same coin but two sides of it because they both affect goods 

prices. There is only a difference in how they are applied at the good prices, but they all achieve 

the same effect. A subsidy is a specific tax (Corneo and Vergalli,2016). They both move markets 

towards new equilibriums where the price that the seller receives decreases while the amount 

paid by the buyer increases. Tax incidence is not determined by if sellers or buyers are taxed. 

The tax burden is on the market side that is not elastic because of the decreased ability in 

reacting by changing the bought or sold quantity. A subsidy lowers the production price 

encouraging more production by firms. An example of a subsidy is subsidized interest rates.  
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