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Chapter 1

A. Define:

	Need

Want


Goods


Services

Scarcity

Economics

Shortage

Factors of production

Land 

Labor 

Capital


	Opportunity Cost

Marginal Cost

Marginal Benefit

Efficiency

Underutilization

Law of Increasing Costs 


	B. Answer the following questions...

	1. Explain the difference between scarcity and shortage (P4).



	2. Define Entrepreneur.  Explain how an entrepreneur manages the factors of production (land, labor, capital) (p6).



	3. Define the two types of capital.  What capital represents your education (p6)?



	4. Define Trade-off.  Give examples of individuals, businesses, and government trade-offs (p8, 9).  



	5.  Looking at the cost chart on p10, create your own grid from personal experiences. How does opportunity cost relate to the decision making grid?   



	6. Define- thinking at the margin (p11). Using the chart on p12 as an example, create your own decision making grid from your own experiences. 


	7.  Draw, label, and explain the production possibility curve in figure 1.2.  (Make sure to draw the corresponding chart).  List and explain how each of these factors affects the production possibilities curve.  

 
a. Trade-Offs

 
b. Efficiency

 
c. Underutilization

 
d. Growth


f. Law of Increasing Costs

 
g. Technology 

 
h. Education




