 Economics Unit Two Exam (B)   
U.S. Economics Basics
1. Which of the following is the study of how we make decisions in a world where resources are limited.

a. Scarcity

b. Economics

c. Opportunity Cost

d. Biology 

2. Unlimited wants coupled with limited resources lead to the problem of…

a. Scarcity 

b. Economics

c. Opportunity Cost

d. Biology 

3. Scarcity leads individuals and societies to make?

a. Capitalism

b. Negotiations

c. Mediations 

d. Choices

4. Which of the following BEST describes opportunity cost?

a. With every decision there is always something gained

b. Supply and demand fuel the market economy

c. Scarcity leads to choices

d. When you choose one thing you loose what you could have gain with something else

5. List the three questions all societies and individuals must answer?

a. What to produce

b. For whom to produce

c. How to produce it 

d. When to produce it
6. Which of the following is LEAST likely to have an affect on someone’s financial goals?

a. Education level

b. Athletic ability

c. Life Choices

d. Income level
7. When an individual or a government list their expenditures and revenue or income to see whether or not they have enough money they are using what is called a…

a. Budget

b. Income report

c. FICA Report

d. CPI spreadsheet

8. When the yearly deficit adds up over years this is called…

a. Deficit spending

b. Patronage

c. Disposable income

d. Debt

9. Banks can help people with their finances (money) in all of the following way EXCEPT?

a. Creating a budget

b. Providing checking accounts

c. Providing protection for money

d. Providing savings accounts
10. Which of the following accounts is primarily an account for deposits?

a. Savings 

b. Checking

c. Stocks 

d. Dividend

11. How much average monthly gross income would a person earn with a $14 per hour job working 40 hours per week?

a. $3500.00

b. $540.00

c. $2240.00

d. $2500.00

12. How much would a persons average monthly net pay be with a $14 per hour job at 40 hours per week in the 30% tax bracket?

a. $2240.00

b. $672.00

c. $3500.00

d. $1568.00

13. Which of the following is NOT a benefit received from using banks?

a. Dividends on stock gains

b. Interest on savings 

c. Protection from identity theft

d. Automated checking

14. When attempting to qualify for a loan lenders will check which of the following to see if a borrower is a lending risk?

a. Checking account totals

b. Credit rating

c. Police records

d. Phone records

15. Compound interest effects the amount owed on a loan?

a. By greatly decreasing the amount owed on the principal 

b. By selling the loan to another lender

c. By decreasing the interest yearly 

d. By increasing the amount owed on the loan 

16. Which of the following is NOT an important “need to knows” about smart credit card management?

a. Know the interest rate

b. Know the amount for penalties and late fees

c. Pay off the amount at the end of the month

d. Wait to pay off the balance so that the compound interest can add up

17. Money that can be spent on luxury items and wants is called…

a. Discretionary income

b. Disposable income

c. Luxury taxes

d. Social Security 

18. When someone purchases shares of a company in the hopes they will make a profit from gains in the company they have bought___________in the company?

a. Stock

b. Bonds

c. Dividends

d. Partnerships

19. Employers pay half of this tax that is used to provide Medicaid and Social Security?

a. CPI

b. FDIC

c. Income tax

d. FICA

20. Which of the following are offered by the government to bring in revenues from citizens with the promise to pay a profit in the future?

a. Stocks

b. Payroll Stocks

c. Bonds

d. James Bonds

21. Which of the following is NOT a way to invest in retirement?

a. FICA

b. 401K

c. IRA’s

d. Roth IRA’s

22. Who is considered to be the father of the free market or capitalism?

a. Karl Marx

b. Adam Smith

c. John Adams

d. Thomas Jefferson
23. Which two types of economies are combined in a mixed economy?

a. Command and Market

b. Command and Traditional

c. Market and Traditional

d. Keynes and Marx

24. Who was the considered to be the father of communism or command economics?

a. Karl Marx

b. Adam Smith

c. John Adams

d. Thomas Jefferson

25. How are decision made in a command economy?

a. By the government 

b. By citizens

c. By what was done in the past

d. By a mixture of government and citizens bartering

26. Where are wages earned in the circular flow of economic activity?

a. In the government sector

b. In the household sector
c. In the business sector

d. In the banking sector

27. Where are products made in the economic flow of activity?

a. In the government sector

b. In the household sector

c. In the business sector

d. In the banking sector

28. What is the primary motive for a business and individuals in a Capitalistic economy?

a. Competition

b. Surplus

c. Government interference

d. Self –interest and/or profit

29. Which of the following are NOT characteristics of Capitalism?

a. Profit incentive

b. Freedom

c. Little or no government involvement

d. High level of government involvement

30. Which of the following is NOT one of the four factors of production?

a. Land 

b. Labor

c. Services 

d. Capital
31. Laissez-faire economics means?

a. Hands-off of business

b. Hands –on business

c. Command economies

d. Traditional decision making

32. Which of the following are the two things Adam Smith said was the “Invisible Hand” guiding the economy?

a. Commands and government

b. Laws and government

c. Self-interest and competition

d. Prices and buyers wages

33. How are decisions made in traditional economies?

a. By the government 

b. By citizens

c. By what was done in the past

d. By a mixture of government and citizens bartering

34. Identify which economy you will find more freedom?

a. Command

b. Capitalism

c. Traditional

d. Communism

35. If businesses need to lay off workers and the government offers to pay workers unemployment. This is an example of…

a. the government can interfering in the circular flow of economic activity
b. Households upholding the 5th amendment

c. Businesses keeping workers 1st amendment rights

d. Foreign businesses pressuring the U.S. government

36. What is the government’s #1 role in the U.S. economy?

a. Provided wages

b. Defending business

c. Buying products

d. Protect consumers
37. Which is NOT a argument for deregulation?

a. Too much government involvement hurts businesses

b. Drives up cost

c. Monopolies are formed

d. Less efficient operations

38. Which is NOT an argument for more regulation?

a. The environment is being harmed

b. Monopolies are being formed

c. Too much inequality 

d. Too little freedom 

39. Which of the following is desperately needed to create jobs?

a. Land

b. Labor

c. Entrepreneurial ability

d. Communism

40. List at least three ways to increase productivity?

a. Investment in human capital

b. Specialization

c. Trade

d. Division of labor

41. Making the most out of factors of production, or doing a lot with a little, having no waste is the best definition of. 

a. Efficiency

b. Productivity

c. Specialization
d. Division of labor

42. Concentrating on one thing you are good at producing is called.
a. Efficiency

b. Productivity

c. Specialization

d. Division of labor

43. Breaking down the job into separate smaller task to be performed by different workers is called.

a. Efficiency

b. Productivity

c. Specialization

d. Division of labor
44. When businesses attempt to motivate and provide benefits to workers such as health care and job training this is called.

a. Investment in human capital
b. Productivity

c. Specialization

d. Division of labor

45. What is the difference between inventions and innovations?

a. Nothing they are the same

b. Inventions are new innovations are improvements

c. Inventions are improvements and innovations are new

d. Inventions are old usually before the 1900’s innovations are new usually after 1980

Read the following article about Nelson Mandela to complete the exam 
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· Occupation: President of South Africa and Activist

· Born: July 18, 1918 in Mvezo, South Africa

· Died: December 5, 2013 in Johannesburg, South Africa

· Best known for: Serving 27 years in prison as a protest against apartheid

Biography: 


Nelson Mandela was a civil rights leader in South Africa. He fought against apartheid, a system where non-white citizens were segregated from whites and did not have equal rights. He served a good portion of his life in prison for his protests, but became a symbol for his people. Later he would become president of South Africa. 

Where did Nelson Mandela grow up? 

Nelson Mandela was born on July 18, 1918 in Mvezo, South Africa. His birth name is Rolihlahla. He got the nickname Nelson from a teacher in school. Nelson was a member of Thimbu royalty and his father was chief of the city of Mvezo. He attended school and later college at the College of Fort Hare and the University of Witwatersrand. At Witwatersrand, Mandela got his law degree and would meet some of his fellow activists against apartheid. 

What did Nelson Mandela do? 

Nelson Mandela became a leader in the African National Congress (ANC). At first he pushed hard for the congress and the protesters to follow Mohandas Gandhi's non-violence approach. At one point he started to doubt that this approach would work and started up an armed branch of the ANC. He planned to bomb certain buildings, but only the buildings. He wanted to make sure than no one would be hurt. He was classified as a terrorist by the South African government and sent to prison. 

Mandela would spend the next 27 years in prison. His prison sentence brought international visibility to the anti-apartheid movement. He was finally released through international pressure in 1990. 

Once released from prison, Nelson continued his campaign to end apartheid. His hard work and life long effort paid off when all races were allowed to vote in the 1994 election. Nelson Mandela won the election and became president of South Africa. There were several times during the process where violence threatened to break out. Nelson was a strong force in keeping the calm and preventing a major civil war. 

How long was Nelson Mandela in prison? 

He spent 27 years in prison. He refused to bend on his principals in order to be released and stated that he would die for his ideals. He wanted all people of all races to have equal rights in South Africa. 

Fun facts about Nelson Mandela
· Nelson was awarded the Nobel Peace Prize in 1993.

· July 18th is Nelson Mandela day. People are asked to devote 67 minutes to helping others. The 67 minutes represents the 67 years Mandela spent serving his country.

· Invictus was a 2009 movie about Nelson Mandela and the South African rugby team.

· He had six children and twenty grandchildren
