AP Macroeconomics (Jones)





Name ________________________

Unit 5
(Ch.15  p.285-301, Ch. 16 p.302-318)



Period _____   Date _____________

Monetary & Fiscal Policy Combinations: Stabilization Policy in the Real World
“Extending the Analysis of Aggregate Supply”, “Economic Growth”

Organize your unit assignments into a three-brad folder in the order in which they appear on this unit sheet, with this sheet being the first page.  Each unit portfolio should represent your highest quality effort.

1)  Terms:  Select one of the following options:  Divide paper into six squares OR make flash cards. Label each square or card with the idea/term.  On one side, define the term.  On the other side use a picture, practical example, headline from a newspaper, or current event topic to demonstrate your knowledge of the term and its’ application to our society.

Chapter 15 
1.  short run      
2.  long run
3.  demand-pull
4.  cost-push
5.  Phillips Curve
6.  stagflation
7.  aggregate supply shocks
8.  long run vertical Phillips Curve



9.  disinflation
10. supply-side economics
11. Laffer Curve
Chapter 16
12. economic growth
13. supply factors
14. demand factor
15. efficiency factor
16. labor productivity
17. growth accounting
18. infrastructure
19. human capital
20. economies of scale
21. information technology
22. start-up firms
23. increasing returns
24. network effect

2)  Current Events:  Search the internet, newspaper, or magazines for a current event article that focus on the main topics of this unit (banking, the Federal Reserve System or its actions, monetary policy, etc.) and complete the following assignment: Write a paragraph summarizing the main ideas in the article, write a paragraph explaining how these ideas or concepts relate to everyday life (give an example of practical application in the real world), and a paragraph explaining your personal opinion.

3) “Start Me Up!” Pamphlet: Select a “start-up company” and make a pamphlet or brochure describing the development of the company. Include historical background, biographies of relevant leaders, a timeline of events or a graph showing their growth over time, descriptions of their products/services, and include info on future possibilities or plans of the company. Be sure to include logos or images and your opinion of the company or who leads it. Make sure your pamphlet is informational AND pretty!
4)  Handouts: worksheets, video guides, class activities, etc.

5)  Notes:  class notes, book notes, etc.

6)  Unit Questions: Answer the following questions with thoughtful, complete sentences. You do not need to re-write the questions. Quality responses will be several sentences or a small paragraph.
1.  Distinguish between the short run and the long run as they relate to macroeconomics.  Why is the distinction important?
2. Suppose the full-employment level of real output (Q) for a hypothetical economy is $250 and the price level (P) initially is 100.  Use the short-run aggregate supply schedules below to answer the questions that follow:
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a.
What will be the level of real output in the short run if the price level unexpectedly rises from 100 to 125 because of an increase in aggregate demand?  What if the price level falls unexpectedly from 100 to 75 because of a decrease in aggregate demand?  Explain each situation, using numbers from the table.

b.
What will be the level of real output in the long run when the price level rises from 100 to 125?  When it falls from 100 to 75?  Explain each situation.

c.
Show the circumstances described in parts a and b on graph paper, and derive the long-run aggregate supply curve.

 3. Use graphical analysis to show how each of the following would affect the economy first in the short run and then in the long run.  Assume that the United States is initially operating at its full-employment level of output, that prices and wages are eventually flexible both upward and downward, and that there is no counteracting fiscal or monetary policy.

a.
Because of a war abroad, the oil supply to the United States is disrupted, sending oil prices rocketing upward.

b.
Construction spending on new homes rises dramatically, greatly increasing total U.S. investment spending.

c.
Economic recession occurs abroad, significantly reducing foreign purchases of U.S. exports.

4.  Suppose the government misjudges the natural rate of unemployment to be much lower than it actually is, and thus undertakes expansionary fiscal and monetary policy to try to achieve the lower rate.  Use the concept of the short-run Phillips Curve to explain why these policies might at first succeed.  Use the concept of the long-run Phillips Curve to explain the long-run outcome of these policies. 
5.   What is the Laffer Curve, and how does it relate to supply-side economics?  Why is determining the location where the economy is on the curve so important in assessing tax policy?

-----------------------------------------------------------------------------------------------------------------------------------------------------
6.  What are the four supply factors of economic growth? What is the demand factor? What is the efficiency factor?  Illustrate these factors in terms of the production possibilities curve.

7.  Suppose that work-hours in New Zombie are 200 in year 1 and productivity is $8.  What is New Zombie’s real GDP?  If work-hours increase to 210 in year 2 and productivity rises to $10, what is New Zombie’s rate of economic growth?

8.  Between 1990 and 2005 the U.S. price level rose by about 50 percent while real output increased by about 56 percent.  Use the aggregate demand-aggregate supply model to illustrate these outcomes graphically.
9.   To what extent have increases in U.S. real GDP resulted from more labor inputs?  From higher labor productivity?  Rearrange the following contributors to the growth of real GDP in order of their quantitative importance:  economies of scale, quantity of capital, improved resource allocation, education and training, technological advance.

10. Relate each of the following to the New Economy:

a. The rate of productivity growth

b. Information technology

c. Increasing returns

d. Network effects

e. Global competition

