ECONOMICS

MR. MILEWSKI

WINTER 2010

FINAL EXAM REVIEW

Ladies and Gentlemen, this is it.  This is your review sheet for the final exam.  Please note the following items listed below that relate to this sheet and the final days of the semester:

1.)  The Final Exam is cumulative.  Everything on this sheet we covered this semester and is subject to inclusion on the final exam.  

2.) The Final Exam is all multiple choice.  The number of multiple questions has yet to be determined.  Right now plan on between 80 and 100 questions.

3.)  The Final Exam will be given on:  Wednesday March 9th.  There will be NO early final exams given!

4.)  This review sheet will NOT be collected.  I am NOT going to collect this
5.)  Textbooks MUST be turned in on Wednesday March 6, 2011.  Students who have lost their textbooks MUST pay the $80.00 replacement fee by 8:00am Monday March 14, 2011 to the Crestwood Social Studies Department.  If the textbook is NOT returned and the fine is NOT paid by this date an incomplete for the class will be recorded on your report card.

6.)  I will answer questions on this review sheet.  If you have any questions please e-mail me at: milewski@csdm.k12.mi.us.  I will also be available in person before & after school. 

Chapter#1 – Fundamental Economic Concepts

What is scarcity?

What is opportunity cost?

What are trade-offs?

What is a good?

What is a nondurable good?

What is a capital good?

Why is economics considered a social science? 
Why do some necessities have little value while some non-necessities have a much higher value an example of?

	
	
	
	

	
	
	
	


What are manufactured goods needed to produce other goods and services are called?

	
	
	
	

	
	
	
	


What is the fundamental economic problem?

	
	
	
	

	
	
	
	


T or F:  An economy at its production possibility frontier is operating at full production.

	
	
	
	

	
	
	
	


What is the money used to buy the tools and equipment needed for production known as?

	
	
	
	

	
	
	
	


What are the four factors of production?

	
	
	
	

	
	
	
	


Chapter#2 – Economic Systems & Decision Making
What is a command economy?

What is a market economy?

What is CPI?  What does it measure?

What is PPI?  What does it measure?

What are the strengths and weaknesses of a market economy?

What are the strengths and weaknesses of a command economy?

	
	

	
	


Give examples of economic growth?

	
	

	
	


What are the characteristics of capitalism?

	
	
	
	

	
	
	
	


Why are entrepreneurs important in a free enterprise economy?

	
	

	
	


Who plays the roles of protector, consumer, regulator, and promoter of economic goals in the United States?

	
	
	
	

	
	
	
	


What is the purpose of government in a command economy?

	
	

	
	


Which group of people ultimately determines the products that a free enterprise economy produces?

	
	
	
	

	
	
	
	


T or F: A market economy does not provide for everyone's basic needs.

	
	


Chapter#3

What is limited life?

What is a limited partnership?

What is a general partnership?

What is a sole proprietorship?

What is common stock?

What is preferred stock?

What are bonds?

What is a vertical merger?

Describe a general partnership?

	
	

	
	


What is a horizontal merger? What does it involve?

	
	

	
	


What are the strengths of the partnership form of business organization?

	
	
	
	

	
	
	
	


What are the advantages of a corporation?

	
	

	
	


What is the main strength of the corporate form of business organization?

	
	
	
	

	
	
	
	


What is the most common form of business organization in the United States?

	
	
	
	

	
	
	
	


What is a charter?

	
	
	
	

	
	
	
	


What is a major reason for conglomerate mergers?

	
	
	
	

	
	
	
	


What is the basic ownership of a corporation, including voting rights called?

	
	
	
	

	
	
	
	


Why are government controls needed on public utilities?

	
	


Chapter #4 - Demand
What is the law of diminishing marginal utility?

What is the law of demand?

What are complements?

Describe elastic demand?

Describe inelastic demand?

Describe unit elastic demand?

T or F: The demand curve is always downward sloping.

	
	
	
	

	
	
	
	


Buying only one instead of two sodas at lunchtime describes what concept?

	
	
	
	

	
	
	
	


What factors would cause a change in the quantity demanded for a product?

	
	
	
	

	
	
	
	


How does the demand curve respond to an increase in demand? Hint: Think illustration

	
	
	
	

	
	
	
	


What are the determinants of demand elasticity?

	
	

	
	


A company decreases the price of a gallon of milk by 10 percent and the company's total revenues fall significantly. What term best describes the demand for milk?

	
	
	
	

	
	
	
	


When the manufacturer of a pain medication increases price by 30% the demand for the medication declined by 30%.  The demand for pain medication is:   

	
	
	
	

	
	
	
	


An increase in the price of milk causes a decrease in the demand for cereal. The two products are

	
	
	
	

	
	
	
	


Advertising, fashion trends, and new product introductions serve to

	
	
	
	

	
	
	
	


Chapter#5 Test - Supply
What are fixed costs?
What are variable costs?
What is the law of supply?

What are diminishing returns?

What are the two types of demand elasticity?

What reasons can cause a decrease in supply?

What reasons cause an increase in supply?

	
	
	
	

	
	
	
	


T or F: The supply curve is downward sloping.

	
	
	
	

	
	
	
	


Increased government regulations can cause the supply curve to do what?

	
	
	
	

	
	
	
	


What are the three stages of production?

	
	
	
	

	
	
	
	


Which part of production allows producers to change only the amount of the variable input called labor?

	
	
	
	

	
	
	
	


What are the stages of production based on?

	
	

	
	


When is profit maximized?

	
	

	
	


When employees are getting in each other's way, the firm is operating in which stage of production?

	
	
	
	

	
	
	
	


Chapter#6 Test - Prices
What is surplus?
What is equilibrium price?
What is a shortage?

What is minimum wage?

What is rent control?

What is a price floor?

What is a price ceiling?

In a market economy, a high price is a signal for consumers to do what?

	
	

	
	


In a market economy, a high price is a signal for producers to do what?

In a market economy, a low price is a signal for consumers to do what?

	
	

	
	


In a market economy, a low price is a signal for consumers to do what?

The adjustment process moves toward market what in a competitive market?

	
	
	
	

	
	
	
	


If there is a shortage in a market, the price is likely to do what?

	
	
	
	

	
	
	
	


If there is a surplus in a market, the price is likely to do what?

	
	
	
	

	
	
	
	


Price ceilings that are artificially low are likely to create what situation?

	
	
	
	

	
	
	
	


Price floors that are artificially high are likely to create what situation?

	
	
	
	

	
	
	
	


When does a surplus occur?

When does a shortage occur?

	
	

	
	


When economic or political conditions are unstable, what happens to the demand for gold?

	
	

	
	


Chapter#9 - Taxes
What is a sin tax?
What is the individual income tax?
What is a sales tax?
What is a progressive tax?
What is a regressive tax?

What are the economic effects taxes can have?

	
	

	
	


What are the three criteria for effective taxes?

	
	

	
	


What is an exception or oversight in the tax law that allows some people and businesses to avoid paying taxes called?

	
	
	
	

	
	
	
	


What type of tax is the individual income tax?

	
	
	
	

	
	
	
	


Chapter#11 – Money & Banking
What is fiat money?
What is specie?

Under what monetary standard does the United States currently operate?

	
	
	
	

	
	
	
	


What are the advantages to the gold standard?

What are the disadvantages of the gold standard? 

	
	

	
	


What is the Federal Reserve System?

	
	
	
	

	
	
	
	


Which federal agency insures bank deposits in the event of a bank failure?

	
	
	
	

	
	
	
	


When does money lose its value?

	
	
	
	

	
	
	
	


Since 1965, what metal has the U.S. Mint used to make quarters and dimes? 

	
	
	
	

	
	
	
	


What do people want most in a bank?

	
	
	
	

	
	
	
	


Why was green ink was used instead of black ink on the first Federal Bills?

	
	
	
	

	
	
	
	


Chapter#12 – Financial Markets
What is NASDAQ? 

What is OTC?

What is the NYSE?

What is the AMEX?

What are futures contracts?

What is a call option?

What is a put option?

What is saving necessary for?

	
	
	
	

	
	
	
	


What are the financial institutions that bring together funds that savers provide and then lend those funds to others?

	
	
	
	

	
	
	
	


What sector(s) of the economy provide(s) the most savings?

	
	
	
	

	
	
	
	


What sector(s) of the economy are the largest borrowers?

	
	
	
	

	
	
	
	


High return on an investment is associated with what?

	
	
	
	

	
	
	
	


Where are the great majority of stocks in the United States traded?

	
	
	
	

	
	
	
	


What are the three securities exchanges in the United States?  (Hint: 3rd are grouped together)

	
	
	
	

	
	
	
	


Which stock market's performance does the Dow-Jones Industrial Average reflect?

	
	
	
	

	
	
	
	


Chapter#13&14 – Economic Performance & Instability
What is GDP?  What does it measure?

What is GNP? What does it measure?

What is Gross Domestic Product?  What does it measure?

	
	
	
	

	
	
	
	


What is Gross National Product?  What does it measure?

	
	

	
	


What are the basic sectors of the United States economy?

	
	
	
	

	
	
	
	


What are the two phases of the business cycle?

	
	
	
	

	
	
	
	


What is a severe recession with high unemployment, acute shortages, and excess manufacturing capacity is known as?

	
	
	
	

	
	
	
	


What factors contributed to the Great Depression?

	
	

	
	


What factors contribute to business cycles?

	
	
	
	

	
	
	
	


What is the index of leading indicators?

	
	

	
	


What are the consequences of inflation?

	
	
	
	

	
	
	
	


Chapter#15 – Monetary Policy
What is a reserve requirement?
Who is the Comptroller of the Currency?
What is the discount rate? 

Who is the Board of Governors?

The Fed is owned by whom?

	
	
	
	

	
	
	
	


What services does the Fed provide?

	
	

	
	


What does a bank use to make loans?

	
	
	
	

	
	
	
	


What actions by the Fed would promote an easy money policy?

	
	

	
	


What actions by the Fed would promote a tight money policy?

	
	

	
	


What are the tools of monetary policy?

	
	
	
	

	
	
	
	


Why does the Fed remain largely independent from politics?

	
	

	
	


In the short run, what does an increase in the money supply result in?

	
	
	
	

	
	
	
	


Chapter #17 – International Trade

Know the following terms:

exports
imports
absolute advantage
comparative advantage
international trade
tariff

protectionists
free traders
balance of payments
foreign exchange rate
floating exchange rate
trade deficit
trade surplus
trade-weighted value of the dollar

NAFTA
Know the following concepts:
Where does the basis for international trade stem from?

	
	

	
	


What does the United States import in dollar amounts each year?

	
	

	
	


What is the proof that international trade is beneficial?

	
	

	
	


What is the ability of a country to produce more of a given product called?

	
	
	
	

	
	
	
	


What is the ability of a country to produce a good at a relatively lower opportunity cost called?

	
	
	
	

	
	
	
	


What are the means to restrict international trade?

	
	
	
	

	
	
	
	


What is the most frequent argument used to support trade barriers?

	
	

	
	


What were the direct results of the 1930 Smoot-Hawley Tariff?

	
	

	
	


In recent years international trade has been ____________.

	
	
	
	

	
	
	
	


Why is foreign exchange necessary in international trade?

	
	

	
	


For most of the 1900s, the world depended on what type of exchange rates?

	
	
	
	

	
	
	
	


What problem is most directly associated with a trade deficit?

	
	
	
	

	
	
	
	


How do most economists view trade deficits as today?
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