Economics Study Guide Chapter 2

Identifications
Command System

Market Economy

Market Failure

Positive Externalities
Negative Externalities
Imperfect competition


Section 1. 

1.  What are the advantages and disadvantages of a traditional economic 

     system? 

2.  What are the essential characteristics of a command economy?

3.  What are the advantages and disadvantages of a command economy?

4.  What are the advantages and disadvantages of a market economy?

5.  Be able to explain the different viewpoints of the following theories.

6.  How do consumers influence business decisions in a market system?

     Possible short research project:

· Classical Liberal

· Classical Conservative

· Modern Liberal
· Conservative

· Authoritarian

· Libertarian

· Anarchist

· Socialism

· Communism

· Laissez Faire

Section 2. 
1. Define and give examples of the seven major economic/social goals:

   Economic Freedom
Economic Efficiency

Economic Equity

   Economic Security
Full Employment


Price Stability

   Economic Growth



2. Why is it not possible to achieve all seven economic goals simultaneously?

3. What are Economic Indicators?

Section 3


Free Enterprise



1. Why is competition essential to an effective market system?

2. How does economic freedom empower businesses, workers, and 

    consumers?

3. Why is voluntary exchange critical in a market system?

4. What is the difference between a tangible and an intangible property 

     right?

5.  In what ways does the profit motive influence economic relationships?

6.  What risks are involved in the voluntary exchange of goods and services?

7.  In what sense is an entrepreneur both the spark plug and the catalyst of 

     the free enterprise system?

8.  In what ways does society benefit from the success of the 

     entrepreneurs? 

9. In what ways do consumers control the market?

10. What are the four essential economic roles of the government?

