LGA Economics Class
Take Home Test #1 - DUE February 19, 2014
Name: _______________________________

1. What are the three basic economic questions?
a. _________________________________________
b. _________________________________________
c. _________________________________________

2. What factors of production are required to produce the things that people use? ______________
_______________________________________________________________________________
_______________________________________________________________________________

3. What is voluntary exchange?________________________________________________________
_______________________________________________________________________________

4. Why is an economic model useful?___________________________________________________
________________________________________________________________________________

5. What are goods?_________________________________________________________________

6. What does the idea of consumer sovereignty express? ___________________________________
________________________________________________________________________________

7. What is marginal cost? _____________________________________________________________

8. What is a warranty? _______________________________________________________________
________________________________________________________________________________

9. What are services?________________________________________________________________

10. What is the drive to improve you material well-being called?______________________________

11. ______________________________ is the income after taxes used to buy the necessities of living.

12. What economic model helps you compare the marginal costs and marginal benefits of a decision?
________________________________________________________________________________

13. What is the term for breaking down a job into numerous, separate tasks?____________________
________________________________________________________________________________

14. What is capitalism?________________________________________________________________
________________________________________________________________________________

15. ______________________ occurs whenever we do not have enough resources to produce all the things we would like to have.

16. Nick is planning on attending college. The tuition is $10,000 per year. Assuming Nick goes to college for four years, is the opportunity cost of his attending college $40,000? Why or Why Not?
__________________________________________________________________________________
__________________________________________________________________________________
__________________________________________________________________________________


17. Given the same products to choose from, would everyone make the same rational choice? Why or Why Not? _____________________________________________________________________________
__________________________________________________________________________________
__________________________________________________________________________________

18. Define the meaning of the division of labor and explain how it improves the efficiency of production.
__________________________________________________________________________________
__________________________________________________________________________________
__________________________________________________________________________________
__________________________________________________________________________________

19. What is the difference between a charge account and a credit card?___________________________
__________________________________________________________________________________
__________________________________________________________________________________



