Economics Focus – Macroeconomic Questions

Instructions: Pick 5 questions and answer them on a separate sheet of paper.  Please be detailed.
1. At the start of the movie, what are the resources of Ant Island? What resource do they lack most of all? What changes in the Ants' resources do we see through the film? Are the Grasshoppers entrepreneurial talent, or are they just annoying?

2. Is Ant Island at full employment at the start of the film?  When they are working on making the bird? At the end?

3. What would a production-possibility graph for Ant Island look like at the start of the film? When they are working on making the bird? At the end?

4. What would a circular-flow chart for Ant Island look like at the start of the film? When they are working on making the bird? At the end?

5. When the Grasshoppers demanded more food, the Ants increased their output of food. Is this an artificial (made up) example of the laws of supply and demand?  Explain.

6. At the end of the movie, have the Ants begun to specialize? What economic benefits would they reap from specialization?

7. Who makes production decisions for the Ants at the start of the film? When they are working on making the bird? At the end?

8. What will have to happen for the Ants to have corporations? Enforcement of contracts? National defense? Development of trade? Economic stability?

9. Assume the Ants contact a friendly, but highly advanced nation of Termites. The Termites make everything the Ants make at double the quantity the Ants produce, but with the same usage rate of resources. Will it be to anyone's advantage to trade? What would be a profitable exchange rate for the Ants? For the Termites?

10. Measure the GDP of Ant Island at the start of the movie.  How does it compare with the GDP of Ant Island at the end of the movie?

11. As Antian production increases, what will happen to their CPI? How will their economy adjust to that change? What changes will be needed to allow for economic stability?

12. Who is part of the Antian labor force? As the Ants continue to industrialize, who will become unemployed?  Will new jobs be created for those workers?

13. What would an AD/AS graph showing the economy of the Ants look like at the start of the film? When they are working on making the bird? At the end?

14. Based on your answers in #13, which is likely to be a bigger issue in the near future for Ant Island, high inflation or unemployment?

15. What fiscal policies could an Ant government pursue to correct the problem in #14? If Flick were in charge of government spending and did the absolutely wrong thing, what would he do and how would it affect the economy?

16. What could the Ants use for money? How would they be able to conduct banking transactions?

17. What monetary policies could an Ant central bank pursue to correct the problem in #14? If Flick were the chairman of the Ant Fed, and implemented the absolutely worst possible monetary policies, what would he do and how would it affect the economy?

Microeconomic Questions

For these, let us assume the Ants are a firm in a competitive market instead of being a nation. We will say they are an agricultural business and they produce, of all things... food.

1. How elastic is the demand for food? How is that related to the price of food?

2. Construct a graph comparing price to quantity demanded of Ant food.

3. How much time would the Ants have to respond to a change in demand? How will that affect price elasticity?

4. What are some possible complimentary goods for Ant food? Substitute goods? How would their price changes affect demand for Ant food?

5. If more affluent bugs preferred food made by Bees to food made by Ants, what would that imply about Ant food?

6. Once the Ants industrialize food production, what will be the effects of adding additional workers to production? Will the current number of Ants harvesting food be too many, resulting in a layoff?

7. What if the Ant corporation acquired other Anthills? What could be the possible benefits and pitfalls of such acquisitions?

8. Imagine dozens of other Anthills, each producing food. Describe what conditions would prevail if there were pure competition, monopolistic competition, oligopoly, and monopoly. Which market model do you think would benefit the Grasshoppers most? Which market model benefits the Ants most?

9. Now assume many, many Grasshoppers needing food and many, many Anthills producing food. What will the Ants of Ant Island need to do to boost sales of their product?

10. What if the grain-harvester operators required special training? How would their wages be affected?

11. What if the grain-harvester operators unionized? How would that affect their wages? What could the firms do in reaction to that development?

