Cycle Three Supplemental
Answer the fill-in questions on a separate sheet using the terms below. 
· Skill: Physical ability.
· KNOWLEDGE: Information.

· PRICE MECHANISM: The process which finds the Market Clearing Price.

· MARKET CLEARING PRICE: The highest price the seller can get to clear the shelves. Also Market Equilibrium.

· FREE MARKET: A free market exists when there are: a) no natural or coercive restrictions on the production of goods that serve it; and b) no natural or coercive restrictions on the supply of products to it.

· PERSONAL VALUE: Subjective value. When one purchases a good his personal value of the item is greater than the market value. When one does not purchase a good his personal value of the item is less than the market value.
· MARKET VALUE: Objective value that can be observed whenever exchange occurs.

· CIVILIZATION: Civilization is a condition of economic cooperation, or trade.

· THOMAS HOBBES: Author of Leviathan. Hobbes pictured the State as a giant man to control selfish ambition. People who argue for greater political power, as opposed to individual or limited political power are often called Statists. 

· MERCANTILISTS: Statists who defined the well-being of a nation by the greater quantity of its exports, limited imports, and the volume of gold it got in return. Opposed to Mercantilists are free traders, who act in their own self-interest through satisfying consumers. 

· TARIFF: An import tax. Tariffs raise prices to consumers. Tariffs are used to control trade by discouraging consumers from enjoying products produced in other countries.

· EXTERNALITY: A side-effect of production. A negative externality might be pollution. A positive externality might be an increase in land-value underneath one’s house when the public adds a park nearby.
· PUBLIC GOOD: Something perceived to be generally positive as a result of a public expenditure. A public library may benefit the public generally, but those in society who may not use it are forced to pay for it, and those who use it more than others pay no extra cost.

· MARKET EQUILIBRIUM: Also Market Clearing Price. The price at which the quantity demanded equals the quantity supplied.

· SURPLUS: When the quantity supplied exceeds the quantity demanded. The price mechanism reacts by pushing down the price to clear the shelves.

· SHORTAGE: When the quantity demanded exceeds the quantity supplied. The price mechanism reacts by pushing up the price to stimulate production.

· PRICE CEILING: A price fixed below the market clearing price. This results in a shortage.

· PRICE FLOOR: A price fixed above the market clearing price. This results in a surplus.

· RATIONING: Political control of distribution, as opposed to prices in markets.
· BLACK MARKET: An illegal market.
1. We say a ___ cannot actually be taught, but one can develop his/her own through practice.
2. ___ is passed on from generation to generation, but not ability.
3. A ____ externality is a spill-over from production that someone considers bad.

4. A ___ develops when the quantity people desire to purchase is greater than what the market will bear at a certain price.

5. The highest price the seller can get to clear the shelves is the ___.

6. A price __ results in surplus.

7. Another term for the Market Clearing Price is ___.

8.  ___ oppose the free market and try to use coercion to hamper exchange.

9. ___ raise prices to consumers by taxing imports.

10. Thomas Hobbes was the author of ___.

11. The value seen in exchange is the __.

12. When there is a shortage the ___ reacts by pushing up the price to stimulate production.
13. Some members of society may benefit more from a ___ than others.
14. A ___ is said to exist when there is no restriction on the market price mechanism.

15. The process which finds the market clearing price is called the ___.

16. The job of the price mechanism is to find the ____.

17. A Minimum Wage law creates a surplus of unemployed workers. This is a price ___.

18. Fixing the price of something below the market clearing price may seem to benefit consumers, but this creates a ____ since the price mechanism is not allowed to react according to the Law of Supply, which in this instance would raise prices.
19. Another term for widespread unhampered trade or cooperation is ___.

20. Review. When Joe trades a CD for the key to Anita’s broken Mercedes the market value of the CD is the __. 
21. Review. When the price of a good is $5 and you purchase the good, one can say that you valued the good …

22. Review. When the price of a good is $10 and you refuse to purchase, but decide to purchase the good when the price is lowered to $7 dollars, one can say that you value the good … but…
23. Review. Whatever is traded, we can say that the market values at the point of exchange are …

24. Review. See #20. Who benefited? Explain.
25. When there is a surplus the ___ reacts by pushing down the price to clear the shelves. 

26. Political interference with the market price mechanism is likely to result in surpluses or shortages, or drive the exchange underground in what is called the ____. 

27. ___ is designed to control the distribution and consumption of a good. Sometimes those who choose not to purchase may transfer their right to others.

