AP Macroeconomics Unit 3: Market failure and Government Intervention

Essential Questions:

1. What types of goods and services cannot be efficiently o
provided by the private sector? N
2. When and how should governments intervene in free
market economies? o.-# Lo A Snlyol
Average Midlocation
Learning Objectives: S IS
3. Define and describe price controls. e | S| Undeuppy”
4. Graphically illustrate the effect of price controls on Pe, ey { Tanser from ;?,f];’
Qe, consumer surplus, and producer surplus. Consamer supp,
5. Define and describe quantity controls. e % .
6. Graphically illustrate the effect of quantity controls on prce :mgg Rental Housing
Pe, Qe, consumer surplus, and producer surplus. !
7. Explain why price controls are used despite their . |
economic and political costs. S s 2 QUANTITY
8. Define externality and explain how they lead to market RN 2 At ot S R WER ASARTUEINTS SRS RANDOMY
inefficiency.

9. Explain why externalities often require government
intervention.

10. Graphically illustrate the effect of taxes and subsidies on Pe, Qe, consumer surplus, and producer surplus.

11. Evaluate the most efficient government options for addressing externalities.

12. Define public goods and explain why markets fail to supply efficient quantities of public goods.

13. Define common resources and explain why they are overused.

14. Define artificially scarce goods and explain why they are under consumed.

15. Define poverty and income inequality.

16. Evaluate the costs and benefits of government efforts to reduce poverty and income inequality.

Key Terms:
1. Atrtificially scarce good 14. Marginal private cost 27. Poverty threshold
2. Black market 15. Marginal social benefit 28. Price ceiling
3. Coase theorem 16. Marginal social cost 29. Price floor
4. Common resource 17. Mean household income 30. Private good
5. Deadweight loss 18. Means-tested social welfare 31. Public good
6. Emissions tax program 32. Quota
7. Excludable / Non-excludable | 19. Median household income 33. Quota rent
8.  External benefit 20. Minimum wage 34. Rival in consumption / Non-
9. External cost 21. Negative externality rival in consumption
10. Free-rider problem 22. Negative income tax 35. Socially optimal quantity
11. Gini coefficient 23. Pigouvian subsidy 36. Technology spillover
12. License 24. Pigouvian tax 37. Tradable emissions permit
13. Marginal private benefit 25. Positive externality 38. Transaction costs
26. Poverty rate
Parts:

A. Price and quantity controls (graphing)

B. Externalities (graphing)

C. Public Goods, Common Resources, Artificially Scarce Goods, and Private Goods
D. Case Study: Poverty and income inequality




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

e 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, Have read Module 76 and answered questions at end of
Common Resources, and Artificially | chapter
Scarce Goods
28-Oct | Tuesday Public Goods, Private Goods, Unit 111 Problem Set
Common Resources, and Artificially
Scarce Goods
29-Oct | Wednesday | Income Inequality Have read Module 78 and answered questions at end of
chapter
30-Oct | Thursday Income Inequality e  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 . . .”
e 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




