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Unit 1 – Concepts to review

These concepts to review are meant as a guide to help you prepare for your unit 1 test.  Not everything on this sheet will be on the test nor will everything on the test necessarily be on this sheet. Remember the test covers chapters 1, 2, & 3 and will contain multiple-choice questions. 

You should know the following terms:

Economics

Surplus

Shortage

Scarcity

Good

Service

Need

Want

Land, Labor, capital (Factors of Production)
Entrepreneur

Traditional economy

Command (centrally planned) economy

Market economy

Mixed economy

Tradeoff

Opportunity cost

Public good vs. private good
Externalities (negative, positive)
Profit

Production possibilities curves/graphs/frontiers
Factor payments

Invisible hand

Laissez Faire

Microeconomics

Macroeconomics
You should be familiar with the following concepts:

· Scarcity vs. Shortage

· Factors of Production

· Human Capital vs. Physical Capital

· The role of entrepreneurs

· Trade-offs and opportunity cost 

· Production possibilities graphs & Production possibilities frontiers (what they show; how they relate to efficiency, growth, cost, technology)

· Three key economic questions

· Goals of an Economic system 
· Economic systems (how the key economic questions are answered in each, advantages/disadvantages, circular flow)

· Traditional 

· Centrally planned (command)

· Free Market (factor/product market, Adam Smith, self interest, incentive, competition, invisible hand)
· Mixed (combines elements of the other three, role of government, laissez faire)

· The US Free Enterprise System (purpose, role of government, type of economy)

· Safety nets (how government redistributes wealth, programs)

· Public goods vs. Private goods (market failure, excludability, mutually beneficial)

· Externalities (positive, negative, examples)

· Economic goals of government (high employment, stable prices, steady growth)

· Innovation/Technology
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