Basic Concepts Test Review
1.  What resources are combined in the production process to create consumer goods?

2.  What is the government’s primary role in a mixed economy?

3.  What economist that feared government involvement in the economy?

4.  Name the factors of production.

5.  The US economy is best described as a  ______________    _______________

_________________        ____________.

6.  What is financial capital?

7.  What is voluntary exchange?
8.  What are capital goods?

9.   What’s the cost of increasing consumer goods from 4 to 5 from the following production possibilities table?

	Consumer Goods
	Capital Goods

	1
	100

	2
	90

	3
	75

	4
	55

	5
	30

	6
	0


10.  Draw a production possibilities curve with constant opportunity cost.
11.  What does the above curve tell us above moving resources from one good to the other?
12.  An economy operating on the curve is operating at ___________  potential.

13. List the economic and social goals.
Use the table below to answer the next 
	
	TVs
	Computers

	US
	100
	200

	Japan
	50
	150


14.  Which country has an absolute advantage in producing TVs?

15.  Which country has an absolute advantage in producing computers?

16. What’s the opportunity cost of producing TVs in the US?

17. What‘s the opportunity cost of producing TVs in Japan?

18. Which country should import computers?
19.  How are property rights important?
20.  What is a disadvantage of a market economy?

21.  Economist who explained the virtues of specialization and trade.

22.  Rational people participate in an activity until its _________________     (marginal/ average) benefits equal its _____________ (marginal / average) cost.

23.  What is economic interdependence?

24.   Economist favoring government control?

25.   What’s the basic problem the study of economics examines?

26.  What is the paradox of value?

27.  Bill values the football game at $20 and must purchase a ticket for $5. He is also invited to a concert on that night that he values at $50.  The ticket cost him $40.  No other cost need to be considered.  What should he do?
