BUSINESS PRINCIPLES                              NAME: ________________________________________ PERIOD _____________
1.6 Measuring the Health of the Economy
1) Every day, we are bombarded with ________________________ news. We’re told that the economy is struggling, _________________________ is high, home prices are _________________________, and consumer confidence is down. As a student learning about business, and later as a business __________________________, you need to understand the __________________________ of the U.S. economy and the terminology that we use to describe it. You need to have some idea of where the economy is __________________________, and you need to know something about the _________________________________________ in influencing its direction.

Economic Goals
All the world’s economies share three main goals:
2)                             






Economic Growth
3) One purpose of an economy is to provide people with ________________________ and _______________________.
4) Explain Gross Domestic Product (GDP) ________________________________________________________________
______________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
5) How is the GDP calculated? _________________________________________________________________________
____________________________________________________________________________________________________________________________________________________________________________________________________
6) What do changes in the GDP indicate? ________________________________________________________________
__________________________________________________________________________________________________

The Business Cycle

7) How long does a typical business cycle run? ___________________________________________________________

8) Google ‘business cycle’ and do your best to mark each section of the curve below to indicate the phases. There are four - prosperity, recession, depression, and recovery.








9) Explain the four phases above – prosperity, recession, depression, and recovery.
______________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

10) What does it mean to have ‘full employment’? ________________________________________________________
____________________________________________________________________________________________________________________________________________________________________________________________________

The Unemployment Rate
11) The ___________________________________________________________ tracks unemployment and reports the ________________________________ rate: the percentage of the labor force that’s unemployed and actively seeking work. The unemployment rate is an important ____________________________ of ____________________________
___________________. It goes up during _________________________ periods because companies are ___________________________ to hire workers when __________________________ for goods and services is ________________________. Conversely, it goes ______________________ when the economy is ________________ and there is _______________________ demand for __________________________ and ________________________ to supply them.
12) Define: reluctant ________________________________________________________________________________
13) Go to > http://www.tradingeconomics.com/united-states/unemployment-rate. What is the current unemployment rate? _________________________________ Explain what this means (you may use the website) _________________
____________________________________________________________________________________________________________________________________________________________________________________________________
14) The unemployment rate is a measurement of what? ___ _________________________________________________
____________________________________________________________________________________________________________________________________________________________________________________________________

Price Stability
15) A third major goal of all economies is maintaining price ____________________________________________.

16) What is the main difference between inflation and deflation? ____________________________________________
____________________________________________________________________________________________________________________________________________________________________________________________________
17) What does the consumer price index measure? ________________________________________________________
____________________________________________________________________________________________________________________________________________________________________________________________________
18) Why is economic forecasting important? _____________________________________________________________ __________________________________________________________________________________________________
______________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
19) Describe the difference between lagging economic indicators and leading economic indicators.__________________
________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
20) Explain what ‘Average industry manufacturing hours’ says about the economy. ______________________________
______________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

1. Congratulations! You entered a sweepstakes and won a fantastic prize: a trip around the world. There’s only one catch: you have to study the economy of each country (from the list below) that you visit, and identify the current phase of its business cycle. Be sure to explain your responses.
· Country 1. While the landscape is beautiful and the weather is superb, a lot of people seem unhappy. Business is slow, and production has dropped steadily for the past six months. Revenues are down, companies are laying off workers, and there’s less money around to spend. _________________________________________
____________________________________________________________________________________________________________________________________________________________________________________
· Country 2. Here, people are happily busy. Almost everyone has a job and makes a good income. They spend freely, and businesses respond by offering a steady outflow of new products. ___________________________
____________________________________________________________________________________________________________________________________________________________________________________
· Country 3. Citizens of this country report that, for a while, life had been tough; lots of people were jobless, and money was tight. But things are getting much better. Workers are being called back to their jobs, production is improving, and people are spending again. _______________________________________________________
____________________________________________________________________________________________________________________________________________________________________________________
· Country 4. This place makes you so depressed that you can’t wait to get back home. People seem defeated, mostly because many have been without jobs for a long time. Lots of businesses have closed down, and those that have managed to stay open are operating at reduced capacity. ___________________________________
____________________________________________________________________________________________________________________________________________________________________________________
__________________________________________________________________________________________
21) DEFINE: MARKETING CONCEPT _____________________________________________________________________
__________________________________________________________________________________________________
22) DEFINE: DEMOGRAPHICS __________________________________________________________________________
__________________________________________________________________________________________________23) DEFINE: CUSTOMER PROFILE _______________________________________________________________________
__________________________________________________________________________________________________24) DEFINE: SECONDARY DATA _________________________________________________________________________
__________________________________________________________________________________________________25) DEFINE: MARGINAL COST __________________________________________________________________________
__________________________________________________________________________________________________
26) DEFINE: PRO FORMA FINANCIAL STATEMENTS _________________________________________________________ __________________________________________________________________________________________________
27) DEFINE: DIRECT COMPETITION ______________________________________________________________________
__________________________________________________________________________________________________
	28) DEFINE: INDIRECT COMPETITION _______________________________________________________________ _______________________________________________________________________________________________
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