
A well-conceived and well-executed introductory course in economics can teach students 
more about society and human behavior in a single term than virtually any other [] course.  
This course can and should be an intellectual adventure of the first order.                                                    

        -- Robert Frank 
 

One must learn by doing the thing; 
For though you think you know it; 

You have no certainty until you try. 
                                                               -- Sophocles 

 
CQ + PQ > IQ 

                                                                    -- Thomas Friedman 
Preface:.  As members of the Brooks community, we carry expectations.  We are expected to strive for excellence in all 
things; we are expected, for a lifetime, to continue on a path of curiosity, passion, and learning; we are expected to mark 
our community, both large and small, with respect, kindness, integrity, and good humor; we are expected to do our best to 
leave the world a better place than we found it.  As Descartes reminds us, “It is not enough to have good intelligence; the 
principal thing is to apply it well.” 
    
What is this course about?  Economics, at its core, is a way of thinking about the world.  Microeconomics, in particular, 
examines (a) how individuals make decisions and (b) how individual decisions interact with one another.  Alfred 
Marshall, an intellectual giant within the field, whose influence remains keen nearly a century since his death, has 
described economics as the “study of mankind in the ordinary business of life.”   So, yes, this course will examine 
questions that arise as part of the “ordinary business of life”: Why doesn’t Jay-Z mow his own lawn?  Are cashmere 
seaters priced low, even at $100?  Why are IPhones designed in California but made in China?   Do seatbelts increase 
automobile accidents? Can a minimum wage cause more harm than good?  Why does Chicago house hundreds and 
hundreds of pizza parlors but only one electric company?  Why are illegal drug cartels diversifying into the avocado 
business?  Are drug dealers rational in the first place?   And on and on. 
 
This course will not teach you how to make money investing in the stock market or how to fix our nation’s economy. But 
you will comprehend how the “invisible hand” of the market, in most cases, makes everyone better off. Adam Smith 
wrote that “it is not from the benevolence of the butcher, the brewer, or the baker, that we expect our dinner, but from 
their regard to their own interest.” Can the pursuit of one’s one interest easily provide everyone with what they want? If 
so, why do we need government?  
  
No, really, what is this course about?  Human behavior.     
 
What should you expect from me. 
 
Rigorous microeconomics coursework that will challenge you and your classmates.  A classroom environment fosters 
your growth as a human being.  Lessons that reflect the needs and interests of students.  Comprehensive preparation for 
the AP exam.  Timely and relevant feedback on assignments.  An up-to-date website.  Availability for tutoring.  
 
What will be expected of you 
Earnest and attentive reading prior to attending class. An open mind. A can-do attitude. Good manners. Academic 
integrity. The humility to say, “I don’t know.” Punctuality. Teamwork. Application of feedback to your writing, problem 
solving, and thinking skills. Answers to questions that can’t be “Googled.” Your best effort on the AP exam. 
Communication with me about your questions or concerns.  
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What reading materials do I need? You have been assigned the following college textbook:  
• Krugman, Paul and Wells, Robin. Economics.  New York: Worth Publishers, 3rd ed., 2013. 

 
What other materials do I need?  You are advised to have a 1-inch, three-ring binder devoted solely to this course.  A 
binder is a sensible at home for: (1) reading notes; (2) student-authored work; (3) hand-outs (including this syllabus).   
You will break up the binder into units. As a general rule, you don’t need to bring your textbook to class. I’ll let you know 
when you need it.  
 
What’s my grade?  
To answer that question, please recognize that your performance as a learner is more about you than it is about me.  So ask 
yourself two questions: “Am I trying my best?  Am I doing my best?”  This course follows Brooks retake policy.   That 
said, your grade rests on the following numeric schedule: 
You will always submit your work in hard-copy as soon as class begins. 
Categories 
Summative: 70% 
Weekly Assessments: 30% 
 

Grading (%) 
A = 90% - 100%  
B = 80% - 89%  
C = 70% - 79%  
D = 60% - 69%  
 

What do I need to know about my duty of academic honesty and integrity?  
 

In evaluating people, you look for three qualities: integrity, intelligence, and energy. 
If you don’t have the first, the other two will kill you. 

-- Warren Buffett 
We highly value academic integrity and honesty, and expect it of each student. Brooks College Prep policy on 
cheating and plagiarism will be followed. Important: unless your directions explicitly allow collective responses, your 
final work must always be your own, even if some of the preparatory work was shared.  Such behavior completely 
subverts the purpose of the assignment in the firsts place: your learning.  

 
This course will follow all Brooks College Prep policies regarding attendance, tardiness, and cell phones.  
• What do I do if I . . .  

...am going to be absent :  Email me to let me know the dates so I can send you the work you will miss. 

. . .was absent : Come the day you are back (not the day you have my class) to get the work you will need to make 
up.  
. . .don’t understand the homework : First, try. Don’t give up too easily. If you still don’t get it, email me. 
...am struggling with something about the class : Come talk to me before or after class or send me an email 
or message. .. 

• .am struggling with something outside of class : Come talk to me if you feel comfortable. Otherwise, let me 
know what you need that day so I can help you get through the day even if I don’t know the problem.  

• What should I know about the AP Exam?  For now, just the basics.  You are expected to sit for the AP  exam to 
receive full credit for the course.  The exam occurs May 13, 2016.  The exam contains two parts:  
 

What should I know about the AP Exam?  For now, just the basics.  You are expected to sit for the AP  exam to receive 
full credit for the course.  The exam occurs May 13, 2016.  The exam contains two parts:  

 
 
 
 

 
Students learn from interaction, especially with each other. 

         -- Milton Friedman 
The only place where success comes before work is in the dictionary. 

                                                         -- Vincent Lombardi 
 
 

Section Questions Time allotment Portion of total grade 
Multiple choice 60 70 minutes 67%    
Free response 3 60 minutes 33% 



Course Content  

Unit Length  Unit Name  Topics covered  Krugman 
Chapters  

1  8	  blocks	   Big	  Ideas	  in	  
Economics	   

Scarcity	  	  
Opportunity	  cost	  	  
Incentives	  	  
Marginal	  analysis	  	  
Efficiency	  versus	  equity	  
	  Gains	  from	  trade	  	  
Production	  possibilities	  frontier	  	  
Absolute	  and	  comparative	  advantage	   

Intro,	  1-‐2,	  part	  I	  of	  8	   

2  8	  blocks	   Markets	  and	  the	  
“invisible	  hand”	   

Market	  equilibrium	  	  
Determinants	  of	  supply	  and	  demand	  	  
Consumer	  and	  producer	  surplus	  I	  
International	  trade	  	  
Deadweight	  loss	   

 
3,	  4,	  part	  II	  of	  8	   

3  8	  blocks	   
Messing	  with	  
Markets	   

  

Price	  controls	  and	  quotas	  	  
Elasticity	  
	  Taxes	   

 
5-‐7	   

4  5	  blocks	   

The	  Economics	  
of	  Decision	  
Making:	  
Consumers	   

Marginal	  cost	  =	  marginal	  benefit	  	  
Utility	  maximization	  	  
Income	  and	  substitution	  effects	  
	  Diminishing	  returns	  
sunk	  costs	  	  
Rationality	  and	  its	  limits	   

9,	  10,	  20	   

5  12	  blocks	   

The	  Economics	  
of	  Decision	  
Making:	  
Producers	  and	  
Perfect	  
Competition	  	  

Accounting	  vs	  economic	  profit	  	  
Short-‐	  and	  long-‐run	  costs	  
	  Production	  functions	  	  
Perfect	  competition	   

 
11,	  12	   

6  12	  blocks	   Market	  Failures	   

Efficiency	  vs	  equity	  
	  Income	  distribution	  and	  inequality	  
	  Private	  versus	  public	  goods	  	  
Free	  riders	  	  
tragedy	  of	  the	  commons	  Externalities	  	  
Government	  regulation	  	  
Monopoly	  	  
Price	  discrimination	   

16-‐18,	  13	   

7  15	  blocks	   

Imperfect	  
Competition	  
and	  Factor	  
Markets	   

Oligopoly	  
	  Collusion	  and	  cartels	  
	  Game	  theory	  
	  Monopolistic	  competition	  	  
Product	  differentiation	  	  
Factor	  markets	  Monopsony	  	  
EXAM	  REVIEW	  /	  FINAL	   

14-‐15,	  19	   

8  12	  blocks	   Micro	  and	  the	  
Real	  World	   Special	  projects	  in	  microeconomics	   N/A	   



--- Please detach this page from the rest of the AP Microeconomic syllabus -------------- 

 

I have read and agree to the policies and expectations set forth by Mr. Mullooly’s syllabus as of _____________. 

 

___________________________    _______________________________ 

(Student signature)       (Parent Signature) 

 

_______________________________    _______________________________________ 

(Student name)        (Parent Name) 

 

Did this student take one or more AP classes last year?   YES      NO 

Is this student taking one or more AP classes this year?   YES NO 

Does this students have internet access at home?    YES     NO 

 

Please list any questions or concerns here: 

 

 

 

 

Thank you for reading the syllabus and completing this form.

 
 
 
 
 
 
 
 
 
 
 
 
 



 
AP Microeconomics Course Map 2015-2016 

 
Microeconomics Unit One:  Basic Economic Concepts  

 
I.  Basic Economic Concepts   [8-14%] 
  

A. Scarcity, choice, and opportunity cost 
B. Production possibilities curve 
C. Comparative advantage, specialization, and trade 
D. Economic systems 
E. Property rights and the role of incentives 
F. Marginal analysis 

 
List of Key concepts and graphs 
 
     Concepts:  Introduction to the language of economics, micro vs. macro, positive vs. normative 
economics, economic decision making, pitfalls of decision making, scarcity, opportunity costs, production 
possibilities, absolute advantage, comparative advantage, specialization, terms of trade, market, command, and 
mixed economic systems, questions each economic system must answer, property rights and the role of 
incentives, marginal decision making, economic efficiency using marginal analysis. 
 
 Graphs:  Production possibilities curve (frontier) 
     Circular flow of economic activity 
      
List of Key words or terms 
 
 Key terms:  economics, factors of production--inputs, capital, microeconomics, macroeconomics, 
positive economics, normative economics, ceteris paribus, fallacy of composition, scarcity, opportunity cost, 
model, production possibilities, constant costs, law of increasing opportunity cost, absolute advantage, 
comparative advantage, specialization, terms of trade, productive efficiency, allocative efficiency, capitalism, 
socialism, private property, incentives, marginal benefit, marginal cost. 
 
  



Microeconomics Unit Two:  The Nature and Functions of Product Markets   
 

II. The Nature and Functions of Product Markets [55-70%]  
 
A. Supply and Demand (15-20%)   
     1.  Market equilibrium 
 2.  Determinants of supply and demand 
 3.  Price and quantity controls 
 4.  Elasticity 
      a.  Price, income, and cross-price elasticities of demand 
           b.  Price elasticity of supply 
 5.  Consumer surplus, producer surplus, and market efficiency 
 6.  Tax incidence and deadweight loss 

 
List of Key Concepts and Graphs 
 
 Concepts: demand schedule, determinants of demand, individual and market  demand curves, supply 
schedule, determinants of supply, market equilibrium, shifts in supply and demand with effects on equilibrium 
price and quantity, shortages, surpluses, ceilings and floors,  price elasticity, characteristics of products with 
elastic/inelastic demand, total revenue formula, price elasticity using midpoint formula, income and cross-price 
elasticities, elasticity of supply, consumer surplus, producer surplus, market efficiency, taxation and who bears 
the burden as determined by elasticities of demand and supply, deadweight loss. 
 
 Graphs:  demand and supply curves showing equilibrium, shifts of demand/supply 
     Demand and supply curves showing ceilings and floors 
     Demand and supply curves showing consumer surplus/producer surplus 
     Demand and supply curves showing deadweight loss 
 
List of Key Words or Terms 
 
 Demand, law of demand, quantity demanded, market demand, substitutes, complements, normal goods, 
inferior goods, supply, law of supply, quantity supplied, market equilibrium, equilibrium price, equilibrium 
quantity, shortage, surplus, price ceiling, price floor, elastic, inelastic, unit elastic, perfectly elastic, perfectly 
inelastic, total revenue, income elasticity of demand, cross-price elasticity of demand, elasticity of supply, 
consumer surplus, producer surplus, total economic surplus, market efficiency, taxation, tax incidence, 
deadweight loss. 
 
 



The Nature and Function of Product Markets…continued… 
 
B.  Theory of consumer choice (5-10%)     
      1.  Total utility and marginal utility 
      2.  Utility maximization:  equalizing marginal utility per dollar 
      3.  Individual and market demand curves 
      4.  Income and substitution effects 
 
List of key concepts and graphs 
      Concepts:  The law of diminishing marginal utility,  marginal utility vs. total utility, equalizing marginal 
utility per dollar for two or more products, the derivation of the demand curve, horizontal summation of 
individual demand curves to achieve market demand curve, income effect and the demand curve, the 
substitution effect and the demand curve. 
 
     Graphs: 

Demand curve 
 
List of key words and terms 
Marginal utility, total utility, MUa/Pa=MUb/Pb,   individual demand curve, market demand curve, horizontal 
summation, substitution effect, income effect 
 
The Nature and Function of Product Markets…continued… 
 
C.  Production and costs (10-15%)     
      1.  Production functions:  short and long run 
      2.  Marginal product and diminishing returns 
      3.  Short-run costs 
      4.  Long-run costs and economies of scale 
      5.  Cost minimizing input combination 
 
 
List of key concepts and graphs 
     Concepts:   
Long-run and short run characteristics, law of diminishing marginal returns, relationship between marginal and 
average product, costs of production in the short run, relationship between short run production and costs, 
appearance of the various cost curves, cost minimizing input combination 
 
     Graphs:   
     Marginal product—identify ranges of increasing, decreasing, and negative returns 
     Marginal and average product curves on the same graph 
     Total fixed cost, total variable cost, and total cost on the same graph 
     Average fixed cost, average variable cost, average total cost, and marginal cost on the                           
     Same graph 
     Long-run average total cost curve with three ranges                                                                                                                                                                    
 
List of key words and terms 
 
Total product, marginal product, average product, short run, long run, fixed costs, variable costs, total costs, 
marginal costs, average fixed costs (AFC), average variable costs (AVC), average total costs (ATC),  
economies of scale, constant returns to scale, diseconomies of scale, minimum efficient scale 
 



 
The Nature and Function of Product Markets…continued… 
 
D.  Firm Behavior and Market Structure (25-35%)      
      1.  Profit: 
           a.  Accounting vs. economic profits 
           b.  Normal profit 
           c.  Profit maximization:  MR=MC rule 
       

2. Perfect competition 
a. Profit maximization 
b. Short-run supply and shutdown decision 
c. Firm and market behaviors in short-run and long-run equilibria 
d. Efficiency and perfect competition 

 
3. Monopoly 

a. Sources of market power 
b. Profit maximization 
c. Inefficiency of monopoly 
d. Price discrimination 

 
4. Oligopoly 

a. Interdependence, collusion, and cartels 
b. Game theory and strategic behavior 

 
5. Monopolistic competition 

a. Product differentiation and role of advertising 
b. Profit maximization 
c. Short-run and long-run equilibrium 
d. Excess capacity and inefficiency 

 
List of key concepts and graphs 
Concepts:  economic costs, determination of total revenue, types of profit, profit maximization rule 
 
Perfect competition: characteristics of perfect competition, industry vs. firm’s demand curve, profit 
maximization (loss minimization) in the short run, short-run supply and shutdown decision, changes in 
supply/demand and the effects in short and long run, long run supply curve, efficiency. 
 
Monopoly:  characteristics of monopoly, appearance of the demand curve and marginal revenue curve, profit 
maximizing output and price, price discrimination, natural monopolies and price strategies, anti-trust legislation. 
 
Monopolistic competition:  characteristics of monopolistic competition, profit maximization, short-run vs. 
long run output, price, and profit  
 
Oligopoly:  characteristics of oligopoly, game theory model, strategic decision-making 
 
 
Graphs 

Perfectly competitive side-by-side industry and firm graphs 
Perfectly competitive firm with short-run profits 
Perfectly competitive firm with short-run losses 



Perfectly competitive side-by-side industry and firm graphs in long-run equilibrium 
Monopoly firm graph with profit maximizing price and quantity 
Monopoly firm graph with socially optimal or fair return price  
Monopolistically competitive firm in the short-run 
Monopolistically competitive firm in the long-run 

 
List of key words and terms 
Implicit costs, explicit costs, economic costs, economic profit, normal profit 
 
Perfect competition: price taker, total revenue, average revenue, marginal revenue, profit maximization at 
MR=MC, shutdown,  short-run supply, long-run supply, decreasing cost industries, constant cost industries, 
increasing cost industries, allocative efficiency, productive efficiency. 
 
Monopoly: price searcher, barriers to entry, patent, rent-seeking behavior, price discrimination, natural 
monopoly, socially optimal price, fair return price  
 
Monopolistic competition:  product differentiation, excess capacity 
 
Oligopoly:  cartels, collusion, Herfindahl Index, concentration ratio, prisoner’s dilemma, price leadership 
model 
 
 

Microeconomics Unit Three:  Factor Markets 
 
III.   Factor Markets   (10-18%) 

A. Derived factor demand 
B. Marginal revenue product 
C. Labor market and firms’ hiring of labor 
D. Market distribution of income 

 
List of key concepts and graphs 
 
 Concepts:  Circular flow of economic activity with emphasis on the factor market,  
derived demand, how marginal revenue product is determined, shifts in MRP, cost minimization when using 
more than one resource, profit maximization when using more than one resource, supply of resources, changes 
in the supply of labor, profit maximization in the perfectly competitive labor market, equilibrium in a 
monopsony, unions and determination of wages, bilateral monopoly, determination of other factor prices. 

 
 
Graphs: 

 Circular flow of economic activity 
 Marginal revenue product (Demand) curve 
 Market’s marginal revenue product and marginal resource cost (supply) curves 
 Firm’s marginal revenue product and marginal resource cost (supply) curves 
 Side by side perfectly competitive market and firm graphs 
            Monopsony 
 
List of key words or terms 
 Factor market, product market, input, resource, derived demand, marginal (physical) product of labor 
(MPL), productivity, value of the marginal product, marginal revenue product, marginal resource cost, wage 
taker, substitution effect, output effect, least cost combination of resources, profit maximizing combination of 



resources, monopsony, unions, bilateral monopoly, nominal wage, real wage, economic rent, interest rate for 
investment funds, loanable funds market.  
 
 

Microeconomics Unit Four:  Market Failure and the Role of Government 
 

IV. Market Failure and the Role of Government    (12-18%) 
A. Externalities 

1. Marginal social benefit and marginal social cost 
2. Positive externalities 
3. Negative externalities 
4. Remedies 

 
B. Public goods 

1. Public versus private goods 
2. Provision of public goods 

 
C. Public policy to promote competition 

1. Antitrust policy 
2. Regulation 

 
D. Income distribution 

1. Equity 
2. Sources of income inequality 

 
List of Key Concepts and Graphs 
 
 Concepts:  Market failure when marginal social benefit does not equal marginal social cost, recognizing 
socially optimal price/quantity, positive externalities and remedies to equate MSB and MSC, negative 
externalities and remedies to equate MSB and MSC, characteristics of public and private goods,  various types 
of taxes, tax burdens, anti-trust policies, promoting competition through regulation, income distribution, issues 
of income inequality. 
 
 Graphs:  market supply and demand curves with optimal price/quantity 
     Market supply and demand curves with positive externality 
     Market supply and demand curves with negative externality 
     Lorenz curve 
 
List of Key Words or Terms 
 
  Marginal cost-marginal benefit rule, positive externality, spillover benefit, negative externality, spillover 
cost, Coase theorem, tragedy of the commons, tax, subsidy, quantity control, rivalry, private goods, public 
goods, common resources, free rider, progressive tax, proportional tax, regressive tax, ability to pay principle, 
benefits received principle, average tax rate,  marginal tax rate, Sherman Act of 1890, Clayton Act of 1914, 
horizontal merger, vertical merger, conglomerate merger, natural monopoly, equity, Lorenz curve, poverty rate, 
transfer payments, noncash transfers. 
	  
	  
	  
	  
	  
	  



Percentage	  Goals	  of	  Exam	  Content	  Area	  (multiple-‐choice	  section)	   
I. Basic	  Economic	  Concepts	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  (8–14%)	  	  
	  
A	  .	  Scarcity,	  choice,	  and	  opportunity	  cost	  
B	  .	  Production	  possibilities	  curve	  
C	  .	  Comparative	  advantage,	  absolute	  advantage,	  specialization,	  and	  trade	  	  
D	  .	  Economic	  systems	  
E	  .	  Property	  rights	  and	  the	  role	  of	  incentives	  F	  .	  Marginal	  analysis	  	  

	  
II. The	  Nature	  and	  Functions	  of	  Product	  Markets	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  (55–70%)	  	  
A.	  Supply	  and	  demand	  (15–20%)	  	  

1	  .	  	  Market	  equilibrium	  
2	  .	  	  Determinants	  of	  supply	  and	  demand	  	  
3	  .	  Price	  and	  quantity	  controls	  
4	  .	  	  Elasticity	  	  
a	  .Price,	  income,	  and	  cross-‐price	  elasticities	  of	  demand	  	  
b	  .Price	  elasticity	  of	  supply	  
5	  .Consumer	  surplus,	  producer	  surplus,	  and	  allocative	  efficiency	  	  
6	  .	  Tax	  incidence	  and	  deadweight	  loss	  	  
	  

B.	  Theory	  of	  consumer	  choice	  (5–10%)	  
	  

1	  .	  Total	  utility	  and	  marginal	  utility	  
2	  .	  Utility	  maximization:	  equalizing	  marginal	  utility	  per	  dollar	  	  
3	  .	  Individual	  and	  market	  demand	  curves	  
4	  .	  Income	  and	  substitution	  effects	  	  
	  

C.	  Production	  and	  costs	  (10–15%)	  
	  

1	  .	  Production	  functions:	  short	  and	  long	  run	  
2	  .	  Marginal	  product	  and	  diminishing	  returns	  
3	  .	  Short-‐run	  costs	  
4	  .	  Long-‐run	  costs	  and	  economies	  of	  scale	  
5	  .	  Cost	  minimizing	  input	  combination	  and	  productive	  efficiency	  	  

	  
D.	  Firm	  behavior	  and	  market	  structure	  (25–35%)	  	  
	  	  	  	  	  	  	  	  	  	  	  	  	  	  1	  .	  Profit	  	  

a	  .	  Accounting	  versus	  economic	  profits	  	  
b	  .	  Normal	  profit	  
c	  .	  Profit	  maximization:	  MR=MC	  rule	  	  

	  
2.	  Perfect	  competition	  
a	  .	  Profit	  maximization	  
b	  .	  Short-‐run	  supply	  and	  shutdown	  decision	  
c	  .	  Behavior	  of	  firms	  and	  markets	  in	  the	  short	  run	  and	  in	  the	  long	  run	  d	  .	  Efficiency	  and	  perfect	  competition	   
	  
3	  .	  Monopoly	  
a	  .	  Sources	  of	  market	  power	  b	  .	  Profit	  maximization	  
c	  .	  Inefficiency	  of	  monopoly	  d	  .	  Price	  discrimination	  
e	  .	  Natural	  monopoly	   
	  
	  
	  
	  
	  



4	  .	  Oligopoly	  
a	  .	  Interdependence,	  collusion,	  and	  cartels	  b	  .	  Game	  theory	  and	  strategic	  behavior	  
c	  .	  Dominant	  strategy	  
d	  .	  Nash	  equilibrium	   

	  
5	  .	  Monopolistic	  competition	  
a	  .	  Product	  differentiation	  and	  role	  of	  advertising	  b	  .	  Profit	  maximization	  
c	  .	  Short-‐run	  and	  long-‐run	  equilibrium	  
d	  .	  Excess	  capacity	  and	  inefficiency	   
	  
III	  .	  Factor	  Markets	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  (10–18%)	  	  
A	  .	  Derived	  factor	  demand	  
B	  .	  Marginal	  revenue	  product	  
C	  .	  Hiring	  decisions	  in	  the	  markets	  for	  labor	  and	  capital	   
D	  .	  Market	  distribution	  of	  income	   
	  
IV	  .	  Market	  Failure	  and	  the	  Role	  of	  Government	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  .	  (12–18%)	  	  
	  
A	  .	  Externalities	   
1	  .	  Marginal	  social	  benefit	  and	  marginal	  social	  cost	  2	  .	  Positive	  externalities	  
3	  .	  Negative	  externalities	  
4	  .	  Remedies	   
	  
B	  .	  Public	  goods	  
1	  .	  Public	  versus	  private	  goods	  2	  .	  Provision	  of	  public	  goods	   
C	  .	  Public	  policy	  to	  promote	  competition	  1	  .	  Antitrust	  policy	  
2	  .	  Regulation	   
D	  .	  Income	  distribution	  1	  .	  Equity	   
2	  .	  Sources	  and	  measures	  of	  income	  inequality	   

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


