 AP Economics Basics Quiz –  23 points.
1.  Linda is trying to explain an economic model to a community group.  Every time she explains how something works, however, someone in the group points out a variable that makes the model not work.  Using an economic term, what should Lyssa tell the group in order to better explain the model and why? (1pt)
2.   Mitch works on an assembly line putting tires on cars.  He works for Poonim, the boss, who has recently purchased more rubber for more tires so Mitch can continue working.  In this scenario, identify the LAND, LABOR, CAPITAL, and ENTREPRENUER. (4pts)
3.  Explain the link between scarcity and opportunity costs.  (1pt)
4.  Kaylee lives in a country that can produce 400 warbles OR 600 grebes.  As they produce more grebes, they have to give up an increasing number of warbles.  Currently, they are in a recession and producing below their ability.  On a CORRECTLY LABELED PPF, demonstrate Kaylee’s country’s current situation.  (3pts)
5.  Adam Smith was an economist who largely wrote about the government’s role in running an entire economy.  He said that the government should have a “hands off” policy and let the economy run itself.   Write the two words that describe the kind of economics Adam Smith studied and wrote about. (2pts)
POSITIVE
NORMATIVE

MACROECONOMICS
MICROECONOMICS

6.  Japan trades technology (video games, cell phones, etc) to the United States for textiles (books, clothes, paper products) and both countries benefit.  Does it follow that all countries would benefit if they engaged in the same trade?  Why or why not? (2pts)
7.  With a set amount of resources, Shamari can bake 4 cakes or make 6 pans of biscuits.  Nolan can make 12 cakes or 8 pans of biscuits.  If they wish to make as much as possible, who should make biscuits and who should make cakes?  Show your work and explain why. (2pts)
8.   Amanda and Nia are both painting and pressure washing houses.  It takes Nia 3 hours to wash a house and 6 hours to paint.  Amanda needs 3 hours to wash a house and 4 hours to paint.  Assuming they have 3 houses to finish, explain how the theory of comparative advantage would help them finish the job faster.  Identify each person’s comparative advantage and show your work!  (2pts) 
9.  Mr. Cannon has $20.  He is deciding whether or not to buy a CD at the music store.  If he doesn’t buy the CD he will buy his wife some roses.  Both goods are $20.  He decides (quite wisely) to buy the roses.  What is the PRICE Mr. Cannon paid for the roses and what is the COST Mr. Cannon paid?  Explain the difference. (2pts)
10.  Cannonland wishes to trade with the Republic of Pattiz.  Cannonland can produce 300 thingies OR 500 doodads.  The Republic of Pattiz can produce 450 thingies or 600 doodads.  Based on this the Republic of Pattiz refuses to trade because they have absolute advantage in both goods.  Explain how the Republic of Pattiz could still benefit from a trade. (4pts)
***BONUS:  Show graphically the pre-trade, during-trade production, and post-trade consumption positions for Cannonland and the RP that proves BOTH sides benefit from trade.  (3pts)

