Unit 1  – Fundamentals of Economics
Objectives (what you should be able to do after studying this chapter):

1. Explain why people have to make decisions. 
2. Describe why people should weigh the advantages and disadvantages of different alternatives when making choices?
3. Explain why people do not create all of their own goods and services. 
4. Explain how investment affects productivity and economic growth.
5. Describe how various economic systems answer the three basic questions differently.
6. Explain the roles of a government in a market economy. 
Key Terms:  Write and define

1. Scarcity


8. Entrepreneurs

15. Market System           22. Adam Smith
2. Opportunity Cost

9. Trade-off

 
16. Traditional System     23. Incentives 
3. Economic Goals

10. Marginal Benefit 
17. Mixed System            24. Market Failures
4. Three Economic Questions
11. PPC


18. Needs vs. Wants       25. Cost- benefit
5. Factors of Production
12. Land/Natural Resource
19. Public Goods                   analysis 
6. Labor



13. Productivity 

20. Incentives 
7. Capital 


14. Command System       21. Laissez Faire 
Questions:  Answer the following in complete sentences.

1. Why should people weigh the advantages and disadvantages of different alternatives when making choices?

2. What is the relationship between tradeoffs and opportunity costs?

3. How can specialization increase the total output of goods and services?

4. How are tradeoffs calculated on a production possibilities curve or frontier?

5. What are the reasons for economic growth and how do you show it on a graph?

6. How do different economic systems impact decisions about the use of resources and the production and distribution of goods and services? 

7. What are the roles of government in a market economy?

8. How does the free enterprise system support capitalism?

9. Why is the “marginal” concept important to economic analysis?
10. Draw a PPC with 4 points representing- 2 points representing possible production, 1 representing impossible given the resources and 1 representing underproduction. 
Write Your Questions Here:

