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(Pages 499-502)
1.  What are needs?

2. What are wants?

3. The choices we make, as an individual and as a society, are based on what?

4.   Define economics.
5. Economics is divided into 2 branches:

a.  _______________________ - economists look at the small picture; study the behavior and decision making of small units such as individuals and businesses.
b. _______________________ - deals with the economy as a whole and decision making by large units such as governments or whole industries or societies. 
6. What is an economic system?

7. In the United States, and many other countries, the economic system is called _________________________________. 
8.  Give examples of resources.

9. What decisions are affected by scarcity?

10. When does scarcity occur?

11. True or False? Even a country as rich as the United States does not have enough productive resources to produce all the goods and services it needs.
12.  If resources are limited, you may have to make what types of choices?

13. What problems may arise from businesses trying to produce as cheaply as possible?

14. Most goods and services in the United States are distributed to individuals and businesses through a ____________________________________.

15.  How might other economies distribute goods and services?
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1. What is a trade-off?

2. According to the text, if you decide to go to a party, what is the trade—off for this decision?

3. According to the text, if a country decides to spend more on education, what is the trade-off?

4. What is an opportunity cost?

5. An opportunity cost is always an opportunity _____________________.

6. _________________ costs are those that are the _______________ no matter how many units are produced. 

7. Give two examples of a fixed cost:

8. ___________________ costs are those that _______________ with the amount produced. 

9. Give two examples of variable costs:

10. As production increases, variable costs ______________________.

11. __________________ costs are the fixed plus the variable costs. 

12. What is marginal cost?

13. What is total revenue?

14. What is marginal revenue?

15. What is marginal benefit?

16. When using a cost-benefit analysis, which should be greater if you make a rational decision, costs or benefits?

17. Look at the Cost-Benefit Chart on page 508. At what point should the farmer stop farming more acres? Why should the farmer stop at this point?

18. What is the purpose of a cost-benefit analysis?

