ECO 101: Final Exam Study Guide

(150 pts. - comprehensive)

Final Exam: Thursday, May 3, 8:00 – 10:00
A. A few things you should be familiar with:

· The fundamental economic problem

· Opportunity cost

· Economics of education/crime (externalities/public goods)
· Economics of Poverty

· Basic markets (perfect competition, etc)

· Health Care

· Business cycles

· GDP

· Unemployment 

· CPI/inflation
· money

· economic growth
B. Read through the textbook, notes, old study guides, problem sets, and exams!

C. Problems

1. True or False: If the Fed decreases the discount rate, it is attempting to stimulate the economy.

2. True or False: The federal budget is in a deficit if the revenues are greater than expenditures.

3. During a recession, what happens to unemployment?

4. True or False:  As the demand for apples decreases, the demand for apple pickers decreases.

5. If the CPI in 1999 was 120 and the CPI in 200 was 130, what is the rate of inflation?

6. What is the best example of an indirect opportunity cost of a college education?

A.  Tuition

B. Room and board
C. Foregone earnings from attending school instead of working.

D. Books, lab fees, and other such items.

7. What type of unemployment do workers of Boeing experience when they are laid off because of a recession?
8. Government price supports for corn set above the equilibrium price will lead to all of the following EXCEPT

A. a buildup of unsold surplus corn.

B. A decrease in the supply curve

C. No big price swings for corn

D. A shift in money from consumers to farmers.

9. Using the Lorenz curve below, in country C, the bottom 40% of the population controls how much of the country's income?
A. more than 50%.

B. more than 80%.
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50%.

D. About 5%.

10. Compared to a firm in a competitive market, a monopoly has:

A) More pressure to reduce costs.
B) Less pressure to reduce costs.
C) Lower profits.

D) Greater output.

Answers:

1. True.

2. False

3. Unemployment rises

4. True

5. 8.3%

6. C
7. cyclical
8. B

9. D

10. B
