Name: 

Final Exam Practice (Exam 12/16 
Due 12/14

Supply and Demand Graph

Directions:  On the graph below, label the x-axis “Quantity” and label the y-axis “Price.”  Place the following coordinate points on the graph below.  Then connect the points with a line.  Label each line as directed.
	Label this line “Supply”
	
	Label this line “Demand”

	Producers will supply this quantity of blueberries . . .
	. . . at this price
	
	Buyers will demand this quantity of blueberries . . .
	. . . at this price

	x
	Y
	
	x
	y

	200
	$1.00
	
	200
	$4.00

	400
	$1.50
	
	400
	$3.50

	600
	$2.00
	
	600
	$3.00

	800
	$2.50
	
	800
	$2.50

	1000
	$3.00
	
	1000
	$2.00

	1200
	$3.50
	
	1200
	$1.50

	1400
	$4.00
	
	1400
	$1.00
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Practice Understanding Supply and Demand

Directions:  Use your notes and your Supply and Demand Graph to answer the following questions.

1.  What is the Market equilibrium price of blueberries?

2.  What is the Market equilibrium quantity supplied and quantity demanded? 

5.  If the price were $1.00 we would have a surplus/ shortage of ______ blueberries?
6.  WHY would there be a surplus/ shortage at this price?  Use the words “supply” and “demand” in your answer. What would sellers do to their prices in this situation?

7.  If the price were $3.50 we would have a surplus/ shortage of ______ blueberries?
6.  WHY would there be a surplus/ shortage at this price?  Use the words “supply” and “demand” in your answer. What would sellers do to their prices in this situation?
7. Imagine that a recent scientific studies shows consuming 2 pounds of blueberries a month is shown to greatly improve test scores for students. What might this do to demand? 

8. Plot the new demand curve:

	Label this line “Demand”

	Buyers will demand this quantity of blueberries . . .
	. . . at this price

	x
	y

	600
	$4.00

	800
	$3.50

	1000
	$3.00

	1200
	$2.50

	1400
	$2.00

	1600
	$1.50

	1800
	$1.00


9. What is the new equilibrium price and quantity?

Assume that there are two nations in the world, United States and France, and that they can produce only two products.  Each country uses half of its resources on each product.  They can produce the following:

	
	Airplanes
	Cheese (kg)

	United States
	1,500
	7,500 kg

	France
	15,000
	45,000 kg

	Total
	
	


1. France has an absolute advantage in both products, what does this mean?

2. Calculate the opportunity cost of producing airplanes for France:
3. Calculate the opportunity cost of producing airplanes for USA:
4. Calculate the opportunity cost of producing cheese for France:
5. Calculate the opportunity cost of producing cheese for France:
6. Fill in a new table that shows what will happen if both countries specialize in what they have a comparative advantage in producing
	
	Airplanes
	Cheese (kg)

	United States
	
	

	France
	
	

	Total
	
	


7. Does the world gain materially) if the two countries trade? Explain (i.e. are their more total airplanes and is their more cheese?  
8. Fill in a new table to show that shows a net loss of neither airplanes nor cheese.
	
	Airplanes
	Cheese (kg)

	United States
	
	

	France
	
	

	Total
	
	


1) What are the two characteristics of a true public good?
1. _______________________

2. _______________________

2) What is a positive externality and how can government encourage positive externalities (2 things)?

________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

3) List the 6 justifications for government intervention in the economy
1. ______________________________

2. ______________________________

3. ______________________________

4. ______________________________

5. ______________________________

6. ______________________________

4) Give me a short example of price discrimination: _____________________________
______________________________________________________________________
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5) Define and give an example of a price ceiling  _______________________________ ______________________________________________________________________

6) What is the difference between fiscal and monetary Policy)? 
________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
7) Would the Federal Reserve buy or sell bonds to reduce unemployment?_______

8) Would the Federal Reserve Buy or sell bonds to reduce inflation?_____________

9) What does the Consumer Price Index measure? _______________

10) Y (GDP) = _____________+_____________+______________+________________

11) What is real return? 

________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

12) Define Opportunity Cost: ___________________________________

_________________________________________________________

13) What is Keynesian economic policy?
________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
14) What is the Federal Reserves dual mandate?
________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
15) What causes the principle agent problem?
________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
16) What is the difference between Stocks, Bonds, and Mutual Funds?

________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
17) What is a Monopoly and anti trust laws?

________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
18) The market in which banks can borrow or lend reserves, allowing banks temporarily short of their required reserves to borrow from banks that have excess reserves___________
19) What are some specific flaws in using GDP as an economic indicator?

________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
20) What are perverted incentives?

________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
21) What are moral hazard issues? 

________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
22) What are asymmetric information problems? 

________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
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What is Produced

Competition

The government decides what should be produced.

The need to survive motivates people to hunt,
gather, or farm.

Producers don’t compete because everyone works
to meet the community’s survival needs.

The government sets wages, so people aren’t
motivated by profit.

Producers compete with each other to make profits
from customers.

The government owns the property.

. Producers decide what to make based on consumer

demand.

. Private individuals own the property.

The community’s customs and traditions determine
what is produced.

. Most property is shared by the community.
K. The hope of profit motivates producers to develop

new things.

. There is no competition because the government is

the only producer.




