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G T s e e e i

The table highlights some
of the main economic

i indicators and how they

I apply to microeconomics
¥

. ﬂm‘)ﬂ'wh‘

e ———

b
I

s e v,

To help you remember the
difference between micro-
and macroeconomics,
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By practicing the skill of understanding economics, you will improye your s_tudy and test-takin
especially as they relate to the GED® Social Studies Test. Study the information below. Then an
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Economics is divided into two main categories-—microeconomics
and macroeconomics. Microeconomics involves economic decision
making at an individual level or company level. This includes
individuals, households, businesses, and industries. Macroeconomic
studies the behavior of the entire economy.

The table illustrates some of the differences between
microeconomics and macroeconomics.
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Which of the following is an example of microeconomics?

A. The United States produced more oranges this year than -

year.

B. A can of frozen orange juice costs $2.09 at the supermafket‘
C. O'_'a_nges are one of the primary crops in Florida. ;
D. Millions of gallons of orange juice are exported each year
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A market is a place or Infrastructyre in whi
exchange of goods and Services takes p|:(’;|;l_c|r:1t&e
most literal sense, a market is a Physical place in e
which things are bought and solq, Jike 5 farmer'g
market, for examplfe. To economists, g Market is ok
necessarily a specific place, but a Structure in which
puyers and sellers are free to trade Wwith one another
This freedom for buyers and sellgrg leads to Similar A
prices for the same goods.

Sellers that sell cucumbers at 5 farmer's market
for example, will tend to have theijr Cucumberg pric:ad
similarly. Competition between sellers keeps the price
of cucumbers from going too high. Sellerg know that
if they raise their price too high, their buyers will move
to other sellers that have lower prices. Some sellers
may add incentives to persuade buyers to purchase
their produce or product. In this Case, a seller with
higher-priced cucumber might in

centivize customers
by giving them a free tomato with each cucumber
purchase.

Some markets are not competitive, but have
monopolies. If there were only one seller of
cucumbers at the farmer’s market and no other
sellers of cucumbers could get a spot at the market,
this seller could form a monopoly. Without any
government regulation, this seller could set the price
of the cucumbers wherever he or she wanted.

2. Which of the following holds prices for the same
goods at about the same level in a market?

A. competition between sellers
B. high demand for the goods
C. incentives for consumers

D. quantity of goods available

3. Which of the following describes when a
monopoly can occur?

A. A small number of companies control the
- market for a good or product.

B. Each company in a market produces goods
that are slightly different and appeal to
different customers.

- One company sells a good or product t‘hatahré;S
No good substitutes and other companies
blocked from entering the market. s

D. There are many companies P"ij”c'nﬁat

same product, leading to low pricest
cannot sustain companies.
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Some indicators ar

e leading, mean;j
before the econom 9. meaning they change

. . Y changes, so they are helpful in
making Predictions. The stock market, for example,

often begins to decline or improve before the larger
€conomy. Leading economic indicators are helpful
to investors as the

L Y make decisions about where to
Invest their money.

Other indicators are lagging,
after the economy changes. Th
for example, may continue to in
months after the economy has

meaning they change
€ unemployment rate,
crease for several
started to improve.

4. Gross domestic product, or GDP, represents
the total value of a country’s production. Which
of the following is an investor most likely to do

if the GDP of the United States is consistently
increasing?

A. invest in foreign-manufactured goods
B. sell investments in foreign companies
C. sell investments in U.S. businesses
D. invest in U.S.-based companies

5. Leading indicators are used to predict economic
trends, while lagging indicators confirm long-

term trends. Which of the following is a lagging
indicator?

A. the stock market
B. unemployment
C. money supply
D. building permits
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