
1. Discussion
Imagine your town has a beautiful public park. Anyone can use the park for free, which is great for the community. However, lately, the park has become overcrowded and littered, leading to concerns about its sustainability.
Using the concepts covered this week, discuss the following:
1. Social vs. Economic Efficiency:
· Define social and economic efficiency. How can a public park, like yours, be socially desirable but potentially economically inefficient?
· Explain why perfect competition, often considered economically efficient, might not always achieve social efficiency.
2. Market Failure:
· Why is the public park considered a common property resource? How does this characteristic contribute to market failure in this scenario?
· Explain how the concepts of non-excludability (difficulty in excluding people) and non-rivalry (consumption by one doesn't prevent others from enjoying the good) contribute to the park's overcrowding and potential overuse.
3. Government Intervention:
· Discuss how government intervention can potentially improve the park situation.
· Consider some possible policy options, such as user fees, limited access permits, or increased public funding for park maintenance.
· How can these options address the market failure created by non-excludability?
4. Imperfect Information:
· Imagine a new restaurant opens in town, but there are concerns about the quality and safety of the food. How can imperfect information about product quality lead to market failure?
· What role can government regulation or independent quality ratings play in addressing this type of market failure?
Explanation:
This question focuses on market failures and how government intervention can address them to achieve social efficiency:
· Social vs. Economic Efficiency: Social efficiency considers the well-being of society as a whole, including both economic and non-economic factors. Economic efficiency focuses on maximizing production and minimizing costs. A public park offers social benefits (community space, recreation) but might be economically inefficient because it's free to use, potentially leading to overuse and neglecting maintenance costs. Perfect competition promotes economic efficiency but might not account for externalities (social costs or benefits not reflected in market prices).
· Market Failure: The park is a common property resource, meaning it's non-excludable (everyone can access it) and non-rival (one person's use doesn't prevent others from enjoying it). This can lead to overuse and underinvestment in maintenance, a classic market failure.
· Government Intervention: Government intervention can address the market failure by introducing user fees or access permits. These create a price for park usage, encouraging responsible use and generating revenue for maintenance. Alternatively, increased public funding could address the underinvestment issue. All these options address non-excludability by introducing a cost for park access.
· Imperfect Information: Imperfect information occurs when consumers lack complete knowledge about a product's quality. This can lead to underconsumption of safe, high-quality goods (e.g., avoiding the new restaurant) or overconsumption of unsafe or low-quality goods. Government regulations (health inspections) or independent quality ratings can help improve information asymmetry and promote market efficiency.

2. Essay
Assignment Title: Preserving the Park: An Economics Perspective
Scenario: The overuse and deterioration of your town's beloved public park have become a serious concern. You've been tasked with proposing potential solutions to address this issue, focusing on both economic and environmental sustainability.
Assignment Task:
Write a short report (approximately 1,000 words) analyzing the park problem and offering potential policy solutions. Consider the following areas of focus and research:
· The Tragedy of the Commons:
· Explain the economic concept of the "Tragedy of the Commons." Discuss how this concept applies to the overuse of the public park.
· Explore how lack of clearly defined property rights contribute to the environmental degradation of the park.
· Market Failure Analysis:
· Identify the negative externalities associated with overuse of the park (e.g., pollution, noise, impact on ecological balance).
· Explain why the public park situation represents a case of market failure from an economic perspective.
· Economic Policy Options:
· Research different policy interventions designed to address overuse of common resources. Discuss the following options, including potential benefits and drawbacks:
· Entrance fees or limited access permits
· Taxes on activities that negatively impact the park
· Government subsidies or funding for park maintenance
· Community volunteer programs for park upkeep
· Recommendations:
· Propose a specific policy recommendation for your town's park. Clearly justify your choice, considering effectiveness, equity, ease of implementation, and potential unintended consequences.
· Explore examples of successful policies implemented in other parks or public spaces facing similar challenges.
Additional Prompts:
· Include a works cited section in an appropriate format (MLA, APA, etc.) to list your research sources.
Objectives:
This assignment aims to develop the following skills:
· Understanding the economic concept of the "Tragedy of the Commons."
· Analyzing how externalities contribute to market failures.
· Researching and evaluating different policy solutions to address environmental problems.
· Developing informed recommendations supported by research and applying economic principles to real-world problems.

