
Econ 13, Global Economics  
 
Study Questions, Chapter 1 
 
1. As the US economy has produced a larger proportion of untraded goods like houses or 

services, education, restaurants, haircuts, etc., the trade share of the US has fallen and the 
degree to which the US is integrated into the world economy has decreased.  Is this 
correct? 

 
2. Growth of the service sector.  Do services trade?  Is trade in services a growing sector? 
 
3. Example of intermediate goods leading to the final good, with dollars; like US & Canada, 

cars. 
 Then, the car gets exported.  What is the value of the exports?  (and imports) 
 Then, same example with vertical specialization, over and back with the intermediate 

goods.  The car gets finalized in the US and sold in Canada.  What are exports (and 
imports now with vert. spec.)   

 This illustrates the effects of growing vertical spec and the increased degree of integration. 
 
4.  What happens to the balance of payments?  They include ALL the value as imports (event 

he part originally produced in the US), not just the value added. 
 Do the same example with only the value added part. 
 
5. Trade increased because of:  a.  lower transport costs, b.  lower transaction costs, c. gov’t 

policies.  
 
6. a. What is scarcity?   
 b. How do you know when a good is scarce? 
 c. What is the relationship between scarcity and cost?  If something is more scarce, it will 

 be more  or less costly to obtain?  Explain. 
 d. What about toothpicks?  Surely those are not scarce, you can get them anywhere; they 

 give  them away at restaurants, for free!  (lecture, there are videos on scarcity on the 
 webpage) 

 
7. a. List and define the economic resources, give examples of each.  
 b. Which is the one that is an output of the economic system but is used as an input?  Is 

 there  anything noteworthy about this one? 
 c. You are in college, which resource are you producing for yourselves?  (Lecture, Ch. 1 of 

 any econ textbook) 
 
8. a. Define wealth.  Our Aunt Tillie gives us both the same set of Nemo pajamas.  You love 

them.   Are you wealthier?  Why?  Will I have the same change in my wealth as you?  
Explain.   (Lecture) 

 
9. What has happened to merchandise trade in the United States if you look at the ratio of total 

production  (GDP) to merchandise trade?  What if you look at the ratio of merchandise traded 
compared to total merchandise produced?  (Irwin Ch. 1) 

 



10. What is the difference between an intermediate good and a final good?  Is there more or less 
trade in intermediate goods now compared to previous years?  Can you give an example? 

 
11. Can you give a few reasons why trade worldwide has increased greatly since WWII? 
 
12. What are transaction costs?  Give an example or two. 
 
13. What are the advantages of producing with a division of labor?  (Oh, yes, what does that 

mean?)  (Irwin, Ch. 1) 
 
14. What is meant by the term, “demand”?   What is the “law of demand”? (Lecture, any econ 

text, chapter 3 or 4) 
 
15. a. What is a change in quantity demanded?  Use a graph and show it.  What causes this change? 
 b. What is a change in demand?  Use a graph and show it.  What causes a change in demand?  

(The  list, please.)  (Lecture, any econ text, chapter 3 or 4) 
 
16. What is meant by the term, “supply”?   What is the “law of supply”? (Lecture, any econ text, 

chapter 3 or 4) 
 
17. a. What is a change in quantity supplied?  Use a graph and show it.  What causes this change? 
 b. What is a change in supply?  Use a graph and show it.  What causes a change in supply?  

 Yes, I want the list.  (Lecture, any econ text, chapter 3 or 4) 
 
18. Draw the supply curve for television sets.  Show and explain what happens to supply if a $100 

per TV tax is placed on the sale of televisions. 
 
19. What is equilibrium in a market?  Can you explain how an equilibrium is “automatic”, that is, 

if there is any price besides the equilibrium price in a market, there are forces that will drive 
the price toward the equilibrium?  (Lecture, any econ text, chapter 3 or 4) 

 
20. a. At any price above the equilibrium price in a market, a __________ will cause the price to 

 move      up      down     circle one. 
 b. At any price below the equilibrium price in a market, a __________ will cause the price to 

 move      up     down      circle one     (Lecture, any econ text, chapter 3 or 4) 
 
21. What is a ceiling price?  Show it on a diagram.  Can you explain the effects of a ceiling 

price?  (Lecture, any econ text, chapter 3 or 4) 
 
22. What is a floor (or support) price?  Show it on a diagram.  Can you explain the effects of a 

floor price?  (Lecture, any econ text, chapter 3 or 4) 
 
 


