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Chapter 3.2 – Government and Consumer Functions

1. Name four ways our government is involved in our free enterprise system.

A. Provider of services

B. Supporter of business

C. Regulator

D. Competitor

2. Why is the United States said to have a modified free enterprise system?

The government is involved in the economy.

3. What is the FTC, and what does it do?

The Federal Trade Commission was established to enforce the Clayton and Sherman Anti-Trust Acts.  It investigates deceptive and misleading business practices.

4. In the United States free enterprise system, who decides which businesses will survive and what price will be charged for the goods sold?

The consumers

5. What is the equilibrium point in supply and demand theory?

It is the place at which the amount of the product being supplied is equal to the amount of the product being demanded.

6. A new airline starts up with low airfares and many new routes.  At the same time, established airlines drop their fares and add new flights to match the routes of the new airline.  Is this against the law?  Explain your position.

Those actions would be considered predatory practices and should be stopped.  In actual practice, the government does not stop this action.

