
AP
 

Ess
1. W

p
2. W

m
 
Lea
3. D
4. G

Q
5. D
6. G

P
7. E

e
8. D

i
9. E

i
10. G
11. E
12. D
13. D
14. D
15. D
16. E
 
Key
1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 
10. 
11. 
12. 
13. 

 
Par
A. P
B. E
C. P
D. C

 Macroe

sential Q
What types o
provided by 
When and ho
market econo

arning O
Define and d
Graphically i
Qe, consume
Define and d
Graphically i
Pe, Qe, consu
Explain why
economic an
Define extern
nefficiency.

Explain why
ntervention.

Graphically i
Evaluate the 
Define publi
Define comm
Define artific
Define pover
Evaluate the 

y Terms:
Artificially 
Black mark
Coase theor
Common re
Deadweight
Emissions t
Excludable 
External be
External co
Free-rider p
Gini coeffic
License 
Marginal pr

rts: 
Price and qu
Externalities
Public Good
Case Study: 

conomics

uestions:
of goods and
the private s
ow should go
omies? 

Objectives
describe pric
illustrate the

er surplus, an
describe quan
illustrate the

umer surplus
y price contro
nd political c
nality and ex
 

y externalitie
 
illustrate the
most efficie
c goods and

mon resource
cially scarce
rty and incom
costs and be

 
scarce good

ket 
rem 
esource 
t loss 
tax 
/ Non-exclu
nefit 
st 

problem 
cient 

rivate benefi

antity contro
 (graphing) 

ds, Common 
Poverty and

s Un

 
d services can
sector? 
overnments 

s: 
e controls. 

e effect of pr
nd producer 
ntity control
e effect of qu
s, and produc
ols are used 
osts. 
xplain how t

es often requ

e effect of tax
ent governm
d explain why
es and expla
e goods and e
me inequalit
enefits of go

d 

udable 

it 

14
15
16
17
18

19
20
21
22
23
24
25
26

ols (graphing

Resources, A
d income ineq

nit 3: Ma

nnot be effic

intervene in

rice controls 
surplus. 
ls. 
uantity contr
cer surplus.
despite their

they lead to m

ire governm

xes and subs
ent options f
y markets fa

ain why they
explain why
ty. 
overnment ef

4. Marginal
5. Marginal
6. Marginal
7. Mean hou
8. Means-te

program
9. Median h
0. Minimum
1. Negative
2. Negative
3. Pigouvian
4. Pigouvian
5. Positive e
6. Poverty r

g) 

Artificially S
quality 

arket fail

ciently 

n free 

on Pe, 

rols on 

r 

market 

ment 

sidies on Pe, 
for addressin

ail to supply 
 are overuse

y they are un

fforts to redu

l private cost
l social bene
l social cost
usehold inco

ested social w

household in
m wage 
e externality
e income tax
n subsidy 
n tax 
externality 
rate 

Scarce Good

lure and 

Qe, consum
ng externalit
efficient qua

ed. 
der consume

uce poverty a

t 
efit 

ome 
welfare 

ncome 

ds, and Priva

Governm

mer surplus, a
ties. 
antities of pu

ed. 

and income 

27. Povert
28. Price c
29. Price f
30. Private
31. Public 
32. Quota 
33. Quota 
34. Rival i

rival in
35. Sociall
36. Techno
37. Tradab
38. Transa

ate Goods 

ment Inte

and producer

ublic goods.

inequality.

ty threshold
ceiling 
floor 
e good 
good 

rent 
in consumpt
n consumpti
ly optimal qu
ology spillov
ble emission
action costs

ervention

r surplus. 

ion / Non-
on 
uantity 
ver 

ns permit 

n 



AP Macroeconomics Unit 3: Market failure and Government Intervention 
 

Calendar: 
DAY TOPIC HW DUE / 

SCHEDULED TEST 
16-Oct Thursday Unit 2 Test Review Have read Module 6 and answered questions at end of 

chapter 
 

17-Oct Friday Sports Day None 
 

20-Oct 
 

Monday 
 

Price Controls • Have read 1. "Higher Minimum Wage No Longer 
Seen as Sure-Fire U.S. Job Killer,” 2. "The Young 
and the Jobless," 3. “McDonald’s Low Wages Cost 
Taxpayers,” and 4. “Doubling McDonald’s 
Salaries . . .” 

• Have written one journal reflection and be 
prepared for discussion 

21-Oct 
 

Tuesday 
 

Price Controls and Quantity Controls Have read Module 9 and answered questions at end of 
chapter 

22-Oct 
 

Wednesday Externalities and Public Policy 
 

• Have read Module 74 and answered questions at 
end of chapter. 

• Have listened to NPR podcast “Baby Economics” 
and posted answers to discussion questions in 
journal.. 

23-Oct  Thursday Externalities and Public Policy 
 

Have read Module 75 and answered questions at end of 
chapter 

24-Oct Friday 
 

Externalities and Public Policy 
 

Environmental Policy Problem Set 

27-Oct Monday 
 

Public Goods, Private Goods, 
Common Resources, and Artificially 
Scarce Goods 

Have read Module 76 and answered questions at end of 
chapter 

28-Oct Tuesday 
 

Public Goods, Private Goods, 
Common Resources, and Artificially 
Scarce Goods 

Unit III Problem Set 

29-Oct Wednesday Income Inequality 
 

Have read Module 78 and answered questions at end of 
chapter 

30-Oct Thursday Income Inequality 
 

• Have read 1. "Can the government actually do 
anything about inequality,” 2. "How America 
became uncompetitive and unequal," 3. “Income 
inequality may take toll on economic growth,”, and 
4. “RIP Middle Class . . .” 

• Have written one journal reflection and be 
prepared for discussion 

31-Oct Friday 
 

Unit Review 
 

Public Policy Essay Due 

03-Nov Monday 
 

Unit 3 Test 
 

Unit 3 Test 

 


