
Qs.a) Distinguish between free goods, economic 
goods, social/ Public goods and Private goods
b) What do you mean by demand and desire?  Draw 
a hypothetical demand schedule of Rice and Jute & 
derive demand curves of these two commodities

Ans : a ) Item of consumption (such as air) that is 
useful to people, is naturally in abundant supply, and 
needs no conscious effort to obtain it is called free 
goods. In contrast, an economic good is scarce in 
relation to its demand and human effort is required to 
obtain it.

http://www.businessdictionary.com/definition/consumption.html
http://www.businessdictionary.com/definition/supply.html
http://www.businessdictionary.com/definition/need.html
http://www.businessdictionary.com/definition/obtain.html
http://www.businessdictionary.com/definition/demand.html
http://www.businessdictionary.com/definition/required.html


Public good is a good that is both non-excludable
and non-rivalrous in that individuals cannot be 
effectively excluded from use and where use by one 
individual does not reduce availability to others.[1]

Examples of public goods include fresh air, 
knowledge, light houses, national defense, flood 
control systems and street lighting. Public goods 
that are available everywhere are sometimes 
referred to as global public goods

http://en.wikipedia.org/wiki/Good_(economics)
http://en.wikipedia.org/wiki/Excludable
http://en.wikipedia.org/wiki/Excludable
http://en.wikipedia.org/wiki/Excludable
http://en.wikipedia.org/wiki/Rivalry_(economics)
http://en.wikipedia.org/wiki/Rivalry_(economics)
http://en.wikipedia.org/wiki/Rivalry_(economics)
http://en.wikipedia.org/wiki/Public_good
http://en.wikipedia.org/wiki/Atmosphere_of_Earth
http://en.wikipedia.org/wiki/Knowledge
http://en.wikipedia.org/wiki/Lighthouse
http://en.wikipedia.org/wiki/Street_lights
http://en.wikipedia.org/wiki/Global_public_good
http://en.wikipedia.org/wiki/Global_public_good


Private Goods : A private good or service has three 
main characteristics:

• Excludability: Consumers of private goods can be 
excluded from consuming the product by the seller 
if they are not willing or able to pay for it.For
example a ticket to the theatre or a meal in a 
restaurant is clearly a private good . Excludability 
gives the service provider (the seller) the chance to 
make a profit from producing and selling the 
product. As we shall see, with public goods, such 
excludability does not exist.



• Rivalry: With a private good, one person's 
consumption of a product reduces the amount left 
for others to consume and benefit from - because 
scarce resources are used up in producing and 
supplying the good or service. If you order and then 
enjoy a pizza from Pizza Hut, that pizza is no longer 
available to someone else. 

• Rejectability: Private goods and services can be 
rejected - if you don't like the soup on the lunch 
menu, you can use your money to buy something 
else. 

• Examples of private goods include Rice, Sugar, Car, 
House etc.



B) Demand:
 It is the desire of a person backed by ability, and 

willingness to pay.
 It has many limits such as income, fashion, etc. 
 It is a relative term associated with money and time.
A person can demand a car if he has enough money 

and willingness to purchase it.

Desire:
 It is the wish or willingness of a person to get 

something.
 It has no limits.
 It is an independent term and not related to money.
A person can desire to purchase a car even if he does 

not have purchasing power.



Demand schedules

• A demand schedule shows the relationship between 
price and demand over a hypothetical range of 
prices. For example, the schedule opposite is based 
on a survey of college students who indicated how 
many cans of cola they would buy in a week, at 
various prices.



PRICE of Rice/Kg QUANTITY DEMANDED 

Usd .25 6 Kg

Usd .50 5 kg

Usd .75 4.5kg

Usd 1.00 4 kg

Usd 1.25 3.5kg

Usd 1.50 3 Kg



The law of demands states that all other things being 
equal, as price falls the corresponding quantity that is 
demanded rises, and vice versa. This law is based on 
the following foundations:

i.Common sense and the simple observation that 
people buy more of a given product at a low price than 
they do at a high price.

ii.The law of diminishing marginal utility: since 
successive units of a good yield less and less 
satisfaction, consumers will only buy additional units if 
the price is reduced.

iii.The fact that if price is reduced, all other things being 
constant, the consumer effectively has more 
purchasing power, and can buy more of the good in 
question as well as other goods.



Demand of Rice : If a good is essential and we 
cannot do without it, demand for the good will 
remain constant regardless of changes in price. 
Rice, Medicine and milk are basic necessities; we 
will buy them even if the price rises. 

Figure shows The Demand Curve for Rice



Demand of Jute: If a good is not essential and we 
can do without it, demand for the good will not 
remain constant regardless of changes in price. Jute 
is not basic necessities; we will not buy them even if 
the price rises. 


