[bookmark: _GoBack]BUSINESS PRINCIPLES                                NAME: __________________________________  PERIOD _______________
1.3 What Is Economics?
1.4 Perfect Competition and Supply and Demand
1.5 Monopolistic Competition, Oligopoly, and Monopoly

1) To appreciate how a business ________________________, we need to know something about the economic environment in which it ______________________. We begin with a definition of economics and a discussion of the _____________________ used to produce goods and services.
2) Economics is the study of the __________________, ____________________, and consumption of goods and services. Resources are the inputs used to ____________________ outputs.

Economics = 


Resources are                                                                    used to produce                                                                     


3) Resources may include any of the following: 
                                                                                                                                                                                                                                              




4) Why DO YOU THINK entrepreneurship is considered a resource? What can it ‘input’ to create an ‘output’? _________
__________________________________________________________________________________________________
5) Define: capital ____________________________________________________________________________________
__________________________________________________________________________________________________
6) RESOURCES are also called __________________________________________________________________________
7) Draw the The Circular Flow of Inputs and Outputs using the picture in the text.















8) List the three questions economists try to answer.
         1. ____________________________________________________________________________________________
         2. ____________________________________________________________________________________________
         3. ____________________________________________________________________________________________
9) What is an economic system? _______________________________________________________________________
____________________________________________________________________________________________________________________________________________________________________________________________________
10) There are two sections to an economic system, what are they? 
 
                                                                                        ECONOMIC SYSTEM                                                                                                                  





11) Describe a planned system _________________________________________________________________________
______________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
12) A planned system can either be communist or socialist. Below, list factors for each in the area provided.
                                                                                                                                                                                                                                                
                                      COMMUNISM                                                                                              SOCIALISM                                                           







13) The economic system in which most businesses are owned and operated by individuals is the __________________
________________________________,  also known as _________________________......, competition dictates how goods and services will be allocated. Business is conducted with only _________________________ government _______________________________. The economies of the ______________________________ and other countries, such as ________________________, are based on capitalism.

14) Use Google to search ‘Socialistic countries’, ‘Communistic countries’, and ‘Capitalistic countries’. List them below.
 Use: China, Denmark, Finland, Netherlands, Cuba, North Korea, Vietnam, Afghanistan, Poland, Australia, New Zealand,
Sweden, Norway, England, Ireland, United States, Canada, Japan, Russia (Soviet Union)

                         SOCIALIST                                                            COMMUNIST                                              CAPITALIST                                              









15) Label the arrow according to The Spectrum of Economic Systems 

PLANNED SYSTEMS                                                                                                                                            FREE MARKET SYSTEMS





16) Define: mixed market economy _____________________________________________________________________
____________________________________________________________________________________________________________________________________________________________________________________________________

17) Even previously communist economies, such as those of _______________________ and China, are becoming more ________________________ as they adopt capitalistic __________________________ and convert businesses previously _________________________ by the ________________________ to private ownership through a process called _____________________________.

The U.S. Economic System

18) What type of economic system does the United States have? _____________________________________________
19) Explain #18 _____________________________________________________________________________________
____________________________________________________________________________________________________________________________________________________________________________________________________
20) What benefit does the US provide that is most like a socialistic system? _____________________________________
21) Describe the importance of The Wealth of Nations. Who wrote it and when? ________________________________
__________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
22) Define: laissez-faire _______________________________________________________________________________
23) Under a _____________________ economy, such as we have in the United States, businesses make decisions about which _______________________ to ______________________ or _________________________ to __________________________ and how they are priced. Because there are many businesses making goods or providing services, ______________________ can ________________________ among a wide array of products. The competition for sales among businesses is a ____________________ part of our economic system.
24) Define: vital _____________________________________________________________________________________
25) The four types of competition are: 
                                                                                                                                                                                                                                                  


26) Explain Perfect Competition ________________________________________________________________________
____________________________________________________________________________________________________________________________________________________________________________________________________

27) Watch Supply and Demand https://www.youtube.com/watch?v=t1j3mjEd3wg (you might want to watch this a couple of time because the person talks fast). IN YOUR WORDS, explain supply, demand, and equilibrium. BE THOROUGH!!!! _____________________________________________________________________________________
______________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
28) Define: surplus __________________________________________________________________________________
29) Define: shortage _________________________________________________________________________________
30) (AACSB) Analysis
You just ran across three interesting statistics: (1) the world’s current supply of oil is estimated to be 1.3 trillion barrels; (2) the worldwide use of oil is thirty billion barrels a year; and (3) at this rate of consumption, we’ll run out of oil in forty-three years. Overcoming an initial sense of impending catastrophe, you remember the discussion of supply and demand in this chapter and realize that things aren’t as simple as they seem. After all, many factors affect both the supply of oil and the demand for products made from it, such as gasoline. These factors will influence when (and if) the world runs out of oil. Answer the following questions, and provide explanations for your answers:
30a. What’s the major factor that affects the supply of oil? (Hint: It’s the same major factor affecting the demand for oil.) _____________________________________________________________________________________________
30b. If producers find additional oil reserves, what will happen to the price of oil? _______________________________
__________________________________________________________________________________________________
30c. If producers must extract oil from more-costly wells, what will happen to the price that you pay to fill up your gas tank? _____________________________________________________________________________________________
__________________________________________________________________________________________________
30d. If China’s economy continues to expand rapidly, what will happen to the price of oil? (you may Google this) ______
__________________________________________________________________________________________________
30e. If drivers in the United States start favoring fuel-efficient cars over SUVs, will gas be cheaper or more expensive? __
__________________________________________________________________________________________________
30f. In your opinion, will oil producers be able to supply enough oil to meet the increasing demand for oil-related products, such as gasoline? Why? Explain your thoughts! ___________________________________________________
________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

Monopolistic Competition

31) In monopolistic competition, we still have many sellers (as we had under perfect competition). Now, however, they ______________________ sell ______________________ products. Instead, they sell _________________________ products—products that differ somewhat, or are perceived to differ, even though they _______________________ a ____________________ purpose.

32) List the five ways a product may differ from others.
                                                                                                                                                                                                                                                


33) How is product differentiation accomplished? _________________________________________________________
__________________________________________________________________________________________________
34) Under monopolistic competition, therefore, companies have only _________________________________ over price.              
35)  Oligopoly means _____________________________. In an oligopolistic market, each seller supplies a _______________________ portion of all the _________________________ sold in the marketplace. In addition, because the __________________________ of starting a business in an oligopolistic ________________________ is usually __________________________, the number of firms entering it is ______________________.                    
36) What two industries are identified in the text as oligopolistic?    
           1.___________________________________________ 2. __________________________________________
37) Explain why YOU think the two industries in #36 are used as examples. __________________________________
____________________________________________________________________________________________________________________________________________________________________________________________________
38)  As large firms supplying a sizable portion of a _______________________, these companies have some control over the prices they charge. But there’s a catch: because products are fairly ____________________________, when one company __________________________ prices, others are often forced to _______________________ suit to remain competitive.      
39) In terms of the number of sellers and degree of competition, monopolies lie at the opposite end of the spectrum from perfect competition. In perfect competition, there are many small companies, none of which can control prices; they simply accept the market price determined by supply and demand.
40) Define: monopoly ________________________________________________________________________________
41) What business can YOU think of that you consider to have a monopoly? Why did you choose this business? _______ __________________________________________________________________________________________________
__________________________________________________________________________________________________
42) What are the two types of monopolies? 
                                                                                             MONOPOLIES                                                                                              






43) Define: natural monopoly __________________________________________________________________________
44) Define: legal monopoly ____________________________________________________________________________
45) What length of time is a patent typically issued? _______________________________________________________
46) Explain the purpose of a patent _____________________________________________________________________
__________________________________________________________________________________________________
47) Which company is given as an example of a patent holder in the text? ______________________________________
48) Identify the four types of competition, explain the differences among them, and provide two examples of each. (Use examples different from those given in the text.) (20 points) _________________________________________________
______________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
                               
