AP Economics Video Log VI

Name:  _________________________
Due Date:  March 30, 2015
Video log VI corresponds with the Micro Unit 6 Market Failures. 

The videos listed can be found on Youtube.  Links to these videos can be found on www.mrwyka.weebly.com.  Your responsibility is to view these videos attentively, and complete the short assignment for each one.

I.  Episode 32 - Externalities
You can find this video on the Mjmfoodie channel on Youtube - http://www.youtube.com/mjmfoodie 

Assignment:  1.  Fill in the blanks.  Negative externalities occur when a decision or activity imposes _______________ on anyone not involved in making that decision.  

___________  ______________ is the total cost to all members of society.

2.  What is the formula for Social Cost?  

3.  If a decision imposes ANY kind of external cost, will the Social Cost > or < the Private Cost?

4.  This graph show the private cost of producing steel.  Show what happens when you add External Cost to the steel mill’s private cost.  

[image: image1.png]MCprivate

Qisteet




5.  For Positive Externalities, what is the formula for Social Benefits?  
6.  In the case of a Positive Externality, do Social Benefits > or < Private Benefits?

7.  In a Free Market are Positive Externalities underproduced or overproduced?  

For both Positive & Negative Externalities, the government’s role is to:  Get the decision maker internalize the external effect.  

II.  Micro 6.3 Negative Externalities – You can find this video via the ACDCLeadership channel on Youtube.  

1.  What is another name of Negative Externalities?  


2.  According to Mr. Clifford, what’s the formula for Marginal Social Costs?  

3.  Where on the graph is the Socially Optimal quantity of output?


4.  If there’s a Negative Externality, is there TOO MUCH or TOO LITTLE being produced at the point where 

Marginal Private Cost = Marginal Social Benefit (the free market quantity)?


5.  At the free market quantity, is Marginal Social Cost Greater Than or Less Than Marginal Social Benefit?  

III.  Micro 6.4 Positive Externalities – You can find this video via the ACDCLeadership channel on Youtube.  


1.  Does the free market ignore or take into account the spillover benefits associated with a positive 

externality?  


2.  Will a positive externality result in Greater societal demand or Less than the Free Market quantity?

IV.  Micro 6.5 Cool Economics Examples – You can find this video via the ACDCLeadership channel on Youtube.  


1.  Did the somewhat geeky fellow who was left in the elevator experience a Positive or Negative Externality 
as a result of the 1st gentleman’s purchase of AXE?  

