Economics
Final  Assessment – Study Guide

1. According to Adam Smith, by pursuing his own ____________, the individual frequently promotes the interests of society.  (pg. 18)

2. An increase in the price of butter causes a(n) ____________ in the demand for margarine (a substitute for butter).  (pg 98)
3. Prices allow buyers and sellers to react to the new level of prices and adjust their _________________ and __________________ (pg. 138)

4. A Production Possibilities frontier is a diagram representing various combinations of goods and/or services an economy can produce when all productive resources are ____________ _______________.  (pg. 21)
      5.  The study of economics is important because it enables us to become better 

           __________ __________. (pg. 19)

6. Because we live in a world of relatively scarce resources (scarcity), we have to make wise economic  _____________ (pg. 6)
7. The extra cost incurred when a business produces one additional unit of a product is known as ____________ ___________ (pg. 129)

8. Define the term “marginal analysis” (Glossary) ________________________________________________________________________________________________________________________________

9. The economy of the United States is primarily a ___________ economy (pg. 36)

10. Because producers are always looking for goods and services that consumers will buy, the ____________________ plays a key role in determining WHAT to produce in a free-enterprise economy (pg. 36)
11.   Which of the following is a nonmonetary incentive your mom might offer you for cleaning your room?

a. money deposited to your savings account

b. cash for lunch

c. more time to watch television

             Which of the following would be a monetary incentive your mom might offer you  

             for cleaning your room?
a. a bowl of ice cream

b. a trip to Disneyland

c. cash for lunch

12. The six things that will cause a change in demand (shift the entire curve) are: (pg. 96-99)
                1.

                2.

                3.

                4.

                5.

                6.

13. Graph an increase in demand; show the changes in price and quantity

14. Graph a decrease in demand; show the changes in price and quantity

15. The four things that will cause a change in supply (shift the entire curve) are:

(pg. 116-118)

           1.

           2.

           3.

           4.

16. Graph an increase in supply; show the changes in price and quantity

17. Graph a decrease in supply; show the changes in price and quantity

18. A change in price will ONLY cause a change in ______________ (pg. 96; 117)

19. The _________________ ____________ theory is important because is demonstrates the relative scarcity of resources. (pg. 148)

20. Place a price ceiling on a market graph.  What changes occur to quantity supplied and quantity demanded?

21.  In a market economy, a high price is a signal for producers to supply _______, and consumers to buy ________. (pg. 137)

22. The five necessary conditions of perfect competition are: (pg. 164)
                1.

                2.

                3.

                4.

                5.

23. The role of government in a market economy is: (pg. 50-51)

             1.

             2.

             3.

             4.

24. Competition among buyers will cause prices to ____________ (pg. 148)

25. Competition among sellers (producers) will cause prices to ____________, benefitting consumers (pg. 148)

26. Private property gives people the _____________ to work, save and invest.    (pg. 48)
