Economic models

1.) Define/explain the significance of the following words:

economy

economic models

2.) As you read, complete the table by listing the benefits and drawbacks of using models to predict economic behavior:

	Benefits
	Drawback

	
	

	
	

	
	


3.) Give an explanation about why models can never be completely realistic.

4.) Looking at Graph A on page 23, answer the predicting question of “If an economist’s data supported the model in Graph A, what would happen if the federal minimum wage was raised?

5.) Draw a simple line graph using the following data:

Teenagers’ average hourly wage
Percent income for purchases
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49%

6.) You own a business that sells baseball caps.  This model shows the relationship between teenagers’ average hourly wage and the percentage of their income that they devote to purchases of goods and services.  Assume that the teenagers’ average hourly wage is expected to increase.  Use the graph to make a decision for your business based on the likelihood of teenagers purchasing the goods you produce.

