Kim works on an automobile assembly line. Kim’s job illustrates a production process that relies on

A autonomous work groups

B team decision making

C quality circles

D division of labor

An individual decides to pay $8 to see a movie instead of buying an $8 meal. What is the opportunity cost of the movie?

A the satisfaction missed by not eating the meal

B the $8 paid to see the movie

C the time spent watching the movie

D the satisfaction received by going to the Movie

Amanda decided to open a carpet cleaning business. She hired ten employees, rented a small commercial office with storage, and took out a business loan to buy three vans and carpet cleaning equipment. Two of Amanda’s employees ordered supplies and processed the paperwork; one employee was responsible for marketing and the rest actually cleaned carpets. After one year, Amanda’s Carpet Cleaning cleared $40,000 after expenses. Which of the following BEST represents capital investment?

A renting commercial office space

B marketing the business

C purchasing carpet cleaning equipment

D hiring ten employees

The idea that producers make goods that consumers like and are willing to pay for is a principle of which of the following economic systems?

A traditional

B command

C market

D socialism

What basic economic problem do both higher-income nations and lower-income nations have in common?

A too many unskilled laborers

B lack of capital goods

C too much government

D scarcity of resources

Which of the following is MOST important for economic growth?

A efficient use of resources

B ample tax revenues

C availability of resources

D a large labor force

Entrepreneurship and labor interact in which of the following ways?

A Entrepreneurship makes decisions about the use of labor.

B Labor makes decisions about the use of entrepreneurship.

C Both entrepreneurship and labor receive payment in the form of interest.

D Both entrepreneurship and labor receive payments in the form of rent.

In the American economy, the goal of economic equity is MOST connected with 

A giving participants a fair chance to succeed

B restoring laissez-faire capitalism

C creating limits on corporate profits

D subsidizing businesses that would otherwise fail

Which of the following situations BEST illustrates the concept of regional specialization?

A cattle ranching in Connecticut

B evergreen nurseries in Florida

C grape vineyards in California

D pineapple plantations in Idaho

In the U.S., how are public goods paid for?

A Private firms collect fees from their employees.

B Non-profit organizations collect charitable donations from people.

C The government collects tax revenues from individuals and firms.

D Corporations make profits from selling goods and services.

If a nation encourages entrepreneurship, then which of the following is likely to occur?

A very little change in overall production of goods and services

B the development of many new products and process methods

C fewer applications to the United States Patent Office

D a decline in the number of new businesses started

Which of the following is an example of an investment in human capital?

A A company builds a new factory.

B A state puts in a new highway.

C A person goes to college.

D A country builds new schools.

In the year 2000, Microsoft founder Bill Gates was the world’s richest person. The origins of Gates’ vast financial fortune stemmed from his

A inherited wealth

B entrepreneurial skills

C experience in human relations

D concern for the natural environment

The payments for land, labor, capital, and entrepreneurial ability respectively are

A rent, profit, wages, and interest

B profits, wages, interest, and rent

C rent, wages, interest, and profit

D wages, rent, profit, and interest

In which economic system does the government own the means of production?

A traditional

B mixed

C market

D command

A market economy has an advantage over a traditional economy in that the market economy

A controls prices and wages

B fixes incomes of consumers

C limits the profits of large corporations

D adjusts to consumer demands over time
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Which of the following determines the division of the economy’s output among groups and individuals in a market system?

A the incomes of individuals

B labor unions through collective bargaining

C marketing departments within firms

D federal and state laws

In a market economy, how are the basic economic questions of what, how, and for whom to produce answered?

A by using a nation’s social customs and traditions

B by using a combination of traditional and command economies

C by the individuals and firms in the nation’s marketplace

D by the nation’s federal and/or local Governments


The entry of women into the American labor force during World War II was one important reason for
a. a shift from curve CD to point G

b. a shift from curve EF to curve CD

c. a movement from point Y to point Z

d. a shift from curve CD to curve EF

If a nation encourages entrepreneurship, then which of the following is likely to occur?
a. very little change in overall production of goods and services

b. the development of many new products and process methods

c. fewer applications to the United States Patent Office

d. a decline in the number of new businesses started

Jan and Tessa have a dog grooming business. Currently, each woman washes a dog and then trims its fur by herself. The BEST way to improve their efficiency would be if

a. Jan and Tessa wash and trim each dog together

b. Jan trims Tessa’s dogs and Tessa trims Jan’s dogs

c. Jan washes all the dogs and Tessa trims all the dogs

d. Jan and Tessa reduce the number of dogs they wash and trim

Two advantages that a market economy has over a command economy are

a. More security and more equity for producers and consumers

b. More freedom and more efficiency for producers and consumers

c. More control over prices and wages

d. More limits on profits and more public goods

Which sentence describes a rational economic decision?

a. It has no opportunity costs

b. It has no voluntary exchanges

c. Its marginal benefits exceed its marginal costs

d. It has no emotional benefits

When people in a market economy specialize, they depend MOSTLY on 

a. Government regulation

b. Equal distribution of wealth

c. Communal ownership

d. Voluntary exchange
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