Economics: Unit 1 Practice Test

1.
Economics is the study of ____________?
	a.
	People’s standard of living.

	b.
	The way businesses produce goods.

	c.
	The way people make decisions in a scarce world.

	d.
	How goods should be produced.



2.


	Research has long demonstrated the educational value of early intervention for America’s at-risk children, but a new study also shows the federal programs are a wise public investment.

[A] cost-benefit analysis of the federally funded Chicago Child-Parent Center program, which serves children from low-income families in Chicago’s inner city [shows that] an average annual cost of $6,730 per child...generated a total return to the community at large of $47,759 per participant.

Source: “Cost Benefit Analysis,” AScribe Newswire, June 26, 2001


In the cost-benefit analysis described in the passage, who is experiencing the benefits of early intervention?

	a.
	Just parents
	c.
	Everyone in the Chicago area

	b.
	Just children
	d.
	Just local businesses



3.
Entrepreneurs start their own businesses. This supports the economic goal of

	a.
	economic growth.
	c.
	full employment.

	b.
	economic equity.
	d.
	economic efficiency.



4.
Entrepreneurs are considered the driving force in an economy because they

	a.
	own a lot of land.

	b.
	are the greatest number of people in an economy

	c.
	take risks and invest money in new ideas

	d.
	provide most of the labor.


  5. Factors of production include which of the following?

a. Land, labor, capital, and entrepreneurship


b. Technology products and entrepreneurship


c. Goods and services


d. All of the products produced in an economy

  6. The value of the next best alternative that has to be given up for the action that is chosen is the

a. Factor of production.


b. Opportunity cost.


c. Trade-off.


d. Productivity.

  7. The cost of not hearing your alarm in the morning would most likely be?

a. The extra sleep you got


b. Being late to school


c. Going to Coney Island and getting the big breakfast special 


d. Getting to school on time

8. The resources used to make goods and services are called
        a. factors of production
        b. gross national product
        c. production possibilities frontier
        d. opportunity cost

____
     9.
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In the time period covered by the production possibilities curve (PPF), the company decides to make 4 gallons of red paint. How many gallons of blue paint should the company make with the available time and resources they have, in order to be most efficient?

	a.
	2
	c.
	6

	b.
	1
	d.
	8


10. Giving up one alternative for another is called
        a. underutilization
        b. a trade-off
        c. human capital
        d. efficiency

11. The purpose of a production possibilities graph is to
       a. show alternative ways to use an economy’s resources
       b. show how a factory can use its workers in different ways
       c. gives engineers a new way of deciding how to build manufacturing plants
       d. tell farmers how many watermelons to plant

12. Using resources in such a way as to maximize the production of goods and services is called
       a. efficiency
       b. underutilization
       c. thinking at the margins
       d. growth

13. A country’s production possibilities will grow/shift if it…?
      a. produces more guns than butter
      b. lowers its opportunity costs
      c. makes more trade-offs
      d. increases its resources
14. Which of the following concepts below does NOT fit with the other 3?

     a. Households

     b. Foreign Policy

     c. Businesses

     d. Government
15. Limited needs and wants best describe what economic concept?

     a. Opportunity Cost

     b. Production Possibilities

     c. Entrepreneurship

     d. Scarcity 

