Semester Exam Review

1. What are three examples of wants?  

2. What are three examples of needs?

3. What is marginal analysis?

4. What is the difference between a shortage and scarcity?

5. What is the difference between physical and human capital?

6. What is an example of opportunity cost?  

7. What is an example of a decision you’ve made today?  What was the opportunity cost?  Why couldn’t you do/get both?  

8. What is thinking at the margin?  Give me an example of thinking at the margin?  

9. What is a production possibilities curve (PPC)?  

10. What are the three factors of production? Describe each.

11. What are the three key economic questions every society must ask when deciding on a system?

12. Why do different governments/societies decide on different economic systems?

13. Why do economies have to decide what to produce and how to produce it?

14. Explain the 3 goals of every national economy.
15. Who answers the three questions in a market economy?

16. How is price controlled in a market economy?

17. What are the three types of business structures? Which is the most common form?

18. What is the difference between a firm and a household?

19. Draw a circular flow diagram, labeling the following.  Goods and services, Firms, households, money.

20. Why are mixed economies a common economic structure in the world today?
21. What are the major differences between a centrally planned economy and a free market?

22. What is the law of demand?  

23.  What are 4 reasons why a demand curve shifts?  

24. What is an example of complementary goods?  What is an example of substitute good?

25. What would be an example of a good where price would be inelastic?  Why?

26. What would be an example of a good where price would be elastic?  Why?

27. What does the law of supply say?  

28. What are two determinants of supply?

29. When we have excess demand, what should happen to price? 

30. When we have excess supply, what should happen to price?
31. What is the Gross Domestic Product?
32. Can you have zero unemployment? Why or why not?
33. How is the unemployment rate considered an economic indicator?
34. How does frictional unemployment differ from structural unemployment?

35. What is underemployment?

36. What is the purpose of the Federal Budget?

37. Describe the purpose of taxation.

38. What are examples of the tax base?

39. What form of tax do those with a large income oppose? Why?

40. Why do nations trade with other countries?

41. What are the areas in which the Federal government spends the greatest amount of revenue each year?


