Economics 235 Review Guide

Instructors:     Mrs. McCarthy       Mr. Fillo      Miss Miller      Ms. McMichael
The Economics Comprehensive Course Assessment tests your knowledge and application of economic theories! The Comprehensive Course Assessment will total 125 points.  Forty percent of this total is your performance-based Economics Research Project.  The CCA will also test application of graphing skills, analysis and interpretation of data and tables and analysis and interpretation of economic cartoons. Here are some important concepts you need to know and be able to apply. 
Unit I   Scarcity

What is economics?

Scarcity:  what does it mean to be “scarce?”

What is opportunity cost?

Circular Flow Model (Business, Households, Resource Markets, Product Markets)

What is a Command Economy; What is a Traditional Economy?  What is a Market Economy?

What are the Six Broad Economic Goals ( Explain each and provide an example of each)

What are the three basic economic questions? 

What is the Production Possibilities Curve/Frontier?  What does it show? 

How does a country or company produce outside the curve?  Inside the curve?

Who is Adam Smith?  Why is he famous?  What is his economic theory?

What is a “Laissez Faire” attitude toward business? 

What is Microeconomics?  Macroeconomics?  

What are goods?  What are capital goods?  Consumer goods? 

What are the four factors of production?  What is human capital?  Explain fully.

Unit II   Supply and Demand

What is the Law of Demand ? What does a Demand Curve look like?

What is difference between Demand and Quantity Demanded

What is a substitute good?  Complementary good?

What is Elasticity of Demand? 

What are Determinants of Demand? 
Be able to read a graph showing supply/demand curve
Why is concept of Elasticity important to a business?  

What is the Law of Supply? What does a Supply Curve look like? 
What is difference between Supply and Quantity Supplied?  What is Elasticity of Supply?

What are the Determinants of Supply?

Be able to graph a supply and demand schedule
Analyze shifts in Aggregated Demand  and Aggregate Supply based on Determinants of Demand and Supply
What is Equilibrium Price or Market Price?

How would you show a shift in Demand?  Right?  Left?

How would you show a shift in Supply?  Right ?  Left?

What is the Principle of Diminishing Marginal Utility and why is it important to producers?

Unit III  Microeconomics

What are variable costs?  Fixed costs?  

Be able to figure out total costs ( FC +VC) and Average Costs Per Unit

What is output ? Why is it important?  What is capacity? Short Run?  Long Run?

What is the Law of Diminishing Returns?  Why is it important? When does it kick in?

What are Externalities?  Positive?  Negative?  Give examples

How is Production different from Productivity?  How would you increase Productivity?

What was the productivity crisis of the 1970’s?  What were responses to it?

What are Economies of Scale?  Diseconomies of Scale? Advantage?  Disadvantages?

Know Market Structures: Pure Competition, Monopolistic Competition,  Oligopolies,  Monopoly 

What is vertical integration?  Ex?  What is horizontal integration?  Ex?  Which is worrisome?

What is Collective Bargaining? How do companies and unions settle differences?
Unit IV   Measuring the Economy

What are 3 reasons that economists need to measure the economy?

What is the Humphrey-Hawkins Act?  Why is it important?

What are Leading Economic Indicators and what do they signal?

What is GDP?  GNP?  How are they different?  

GDP:  How is it measured?  What is included?  What is not included?  

What are final goods?  Intermediate goods?  What gets counted in GDP?

Know the Expenditure and Income Approach to Calculating the GDP

What are current dollars?  What are constant dollars?  How are they different?
What is Real GDP?  Why is it better to use than Nominal GDP?

What are some problems measuring the GDP?  What are its limitations?

What is the GPI?  Why do some economist think that this is a better way to measure the economy?

What is per capita GDP?  Why do we use it?  What does it show?

Other ways to measure the economy?  National Income,  Personal Income, and Disposable Income

What are some indices that measure inflation?  CPI?  PPI?

What is a base year?  What is a Market Basket?  How is it constructed?

Identify:  Inflation, Deflation, and Stagflation

Business Cycle Terms:  Recession, Trough, Recovery, Peak

What is “full employment”?  What are the four types of unemployment?  Which is the most serious?

What is demand side economics?  What is supply side economics?

What is a Wage Price Spiral? What do we mean by the purchasing power of money?

What are methods of controlling inflation?  How does inflation affect borrowers? Lenders? Retirees?

What are the two types of inflation?  Cost-Push?  Demand-Pull?  Explain each

What is the Phillips Curve?  What economic dilemmas does it illustrate?  

Unit V  Fiscal Policy

Why are taxes necessary?  How can taxes redistribute wealth?

What are two tools that the federal gov’t uses in implementing fiscal policy? Why are they discretionary?  

What is an expansionary fiscal policy?  Ex?  What is a contractionary fiscal policy?  Ex?

What are two automatic stabilizers that the gov’t uses ?  How do they act as stabilizers?

What is the national debt?  How much?   What is a deficit?  What is a surplus?

What is a fiscal year?  Who prepares the U.S. budget?  How does it become law?

What are two arguments for deficit spending?  What are two arguments against deficit spending?

What is Keynesian Economics?  How did FDR use it?  Was it successful?

What is the Multiplier Effect?  How does it work?  What is Negative Multiplier Effect?  

What were 3 historic efforts or proposals to reduce the national debt?  

What is a fair tax?  What are the four criteria for judging a good or fair tax?

What is a flat tax ? Is it more or less fair that our present tax structures ?
What is a Proportional Tax?  Ex.?      Progressive Tax?  Ex?    Regressive Tax?  Ex?

Who should pay taxes?  What is ability to pay theory?  What is benefits received theory?

What does Engel’s Law say about taxes ?

Where does federal gov’t get most of its revenue from?  What does it spend most of its revenue on ?

Where does state gov’t get most of its revenue from?  What does it spend most of its revenue on ?

Where does local gov’t get most of its revenue from?  What does it spend most of its revenue on ?

Which class or tax bracket pays the highest tax rate ? What is FICA?  What is federal withholding?

Which group or people or which income bracket is responsible for paying most of the revenue

What is the Laffer Curve?  What is its significance?  Who is Arthur Laffer?  Why is he a supply-sider?

What are excise taxes?  Example?  What is an estate tax?  Who pays it?

What is a tariff?  What is its purpose? 
Unit VI.  Monetary Policy

Monetary Policy vs. Fiscal Policy (What is difference between each?  When would each be used?)

What is an “easy money” vs. “tight money” policy?

What is the Federal Reserve?  Why and when was it founded?  How is it organized?

What is the Board of Governors?  How many ?  How are they appointed?  How Long?

Who is the Chairperson of Board?  How is he/she appointed?  How long? 

What are 3 ways the Federal Reserve can set Monetary Policy?

How would Fed implement an expansionary money policy?  Contractionary money policy?

What is the difference between the discount rate and the federal funds rate? What is the rate today?

What is FOMC?  How and when does the FOMC buy/sell securities?

What is the Community Reinvestment Act?  What is “redlining”? Why is it illegal?

What are the functions of money?  What are 3 kinds of money? 

What is currency?  What are 2 kinds of currency?

What is Gresham’s Law?  What is Fiat Money?  What is Token Money?

What is a Liability?  Asset?  What are a bank’s liabilities?  What are a bank’s assets?

What are M1, M2, M3 and L  ?  What do these measure?

What does a “run” on a bank look like?   

What is the FDIC?  Why is it important to put your savings in a FDIC insured bank?

What are CD’s?  Money Market Funds?   Mutual Funds?  Stocks?  Advantages?  Disadvantages?

What are Savings Bonds?  Advantages?  Disadvantages?

Why is liquidity an important consideration when investing?  What is compound interest?  
What is the Rule of 72?

What is the Taylor Rule?  What is its significance?  How could it make the Federal Reserve’s job easier?

Unit VII   International Economics

What is Globalization?  What are its implications?  Pros?  Cons?  

What is the difference between Absolute Advantage and Comparative Advantage? 

Why is economic specialization important in International Economics?  

Be able to figure out a country’s comparative advantage- given a set of data

Why are tariffs put in place to protect domestic industries?  

What are some non-tariff barriers?  What is “dumping” ?  What is a “trigger price”?

What are quotas?  Why are they used?  Who would have them?

What are some arguments for protectionism?  For Free Trade? What are 3 arguments for each?

What is an export ? import? What is a favorable balance of trade?  Unfavorable balance of trade?  

When is free trade not fair trade?  What is the difference ?
What was the GATT?  WTO?   IMF? Why do so many developing countries protest the WTO & IMF?

What is NAFTA?  EU?  Euro?  Why is the EU trading bloc a concern for US economy?

What is the FX Market?  What is connection between International Exchange & Foreign Exchange Rates
What does a “strong” dollar mean?  Does that mean we can buy more or less foreign goods?

How can a “strong” dollar hurt U.S. domestic companies?  

How does a “weak” dollar affect U.S trade deficit?  How would a “strong” dollar affect trade deficit?

Are there any benefits of a “weak” dollar for U.S industries?






















