Study Guide Test I

1. What is the fundamental economic problem?

2. Scarcity is not caused by a shortage of  _____________________

3. List and Define the “Four Factors of Production”  You will be given a passage and you will have to identify the four factors of production
1.

2.

3.

4.

4. You will be given a passage and you will have to identify the four factors of production

Example:


Bob, Tom and Joe all work for Bill, who owns the Acme Cement Company.  The company is the leading producer of cement in the area.  The company uses sand, rock, water and other chemicals to produce its product.  Bill has a fleet of 5 cement trucks to move his product to various construction sites.

5. Act of buying or using goods and services is called ___________________

6. Process by which goods and services are made available to the people who want them is called ______________________

7. Place the following in order according to the  Want-Satisfaction Chain

a. ___ Distribution

b. ___ Consumption

c. ___ Production
8. What are the three basic questions a society has to answer in order to make decisions on how resources will be used?

9. The primary goal on how land, labor and capital will be combined to make a good or service is 

10. Practical application of science to commerce and industry is called __________________

11. Governments with a lot of intervention have _________ economic freedom and vice-versa; governments with very little intervention have ________economic freedom.

12. Which type of economy is where basic economic decisions are made according to long established patterns of behavior that are unlikely to change?
13. Which type of economy is where government or a central authority owns or controls the factor of production and makes the basic economic decisions?

14. Which type of economy is where private individuals owns the factors of production and are free to make their own choices about production, distribution and consumption?
15. Which type of economy is a mixture of the 3 other systems
16. What is an opportunity cost?
17. What is the difference between needs and wants?

18. Who or what answers the 3 Basic Economic Questions in a 

a. Command Economy

b. Market Economy

c. Traditional Economy

19. What laws or programs have moved the US market economy more towards a mixed economy?  Be able to name at least 2 and explain why these make our economy more mixed.

20. Difference between the total cost of production and the total revenues from buyers is called

21. To use your money to help a business get started or grow, with hope that the business will earn a profit in which you can share is called

22. The Market Economy is also known by these two names

23. Place or situation in which buyers and sellers agree to exchange goods and services is called a 

24. ____________________ plays an important role in the market economy as businesses compete for people’s needs and wants and labor competes for jobs

Seven Goals of Economic Freedom:
On the test you will be given a scenario and will have to apply the Seven Goals of the US Economy to it.

1. Economic Freedom- ability to choose own occupation, employer and use of money

2. Economic Efficiency- resources are scarce and factors of production  have to be used wisely

3. Economic Equity- Equal pay for equal work, laws to protect consumers and illegal to discriminate

4. Economic Security- Protection from layoffs and illnesses.  Help with disability and retirement: Social Security

5. Full Employment- Trying to provide as many jobs as possible
6. Price Stability- Trying to control inflation
7. Economic Growth- Making better products for the future
Examples:
1. What would be the trade-offs if government decided to raise the minimum wage? (Which of the goals would it help/hurt the most and why?)

Positive-



Negative-

2. What would be trade-offs if the US Government placed a tariff (a tax on foreign goods) on automobiles? (Which of the goals would it help/hurt the most and why?)

Positive-



Negative-

3. What would be the trade-off if Walmart built a new supercenter store in a small town? (Which of the goals would it help/hurt the most and why?)

Positive-

Negative-

