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Economics Department Saint Ambrose College 
A Level Economics Year 13
 (AQA) Knowledge Organiser 
8 - Market mechanism, market failure
and government intervention in markets.






Individuals, firms, markets and market failure





Key concepts:
1. Rationing, incentive and signalling functions of prices
2. Advantages and disadvantages of the price mechanism 
3. Meaning of market failure
4. Interventions to address market failure(s)
5. Indirect taxation
6. Subsidies
7. Price controls
8. State provision and regulation
9. Extension of property rights and pollution permits to correct market failure
10. Causes of government failure










Further reading and sources of information.

Tutor2U have produced a series of tutorial videos and reference materials for this unit, go to: 
https://www.tutor2u.net/economics

Extension activities.

AQA 2018. Q2: Government intervention in a free market. Automation.
Key facts / information:

Market failure occurs whenever a market leads to a misallocation of resources.
Subsidies lower costs for firms.
Taxation raises costs for firms.
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