Global Economics Study Guide

Chapter 1. 

Definitions and terms

Scarcity

Factors of Production 

Entrepreneurs
Capital goods
Financial Capital


Labor

Production

Gross Domestic Product

Inputs




Normal Good

Inferior Good
1.  How does the human desire to acquire affect economic relationships?

2.  What is the difference between a need and a want?

3.  What are the three basic questions that affect economic relationships?

4.  In what sense are the factors of production influenced by scarcity?

5.  There are four elements to the study of economics: Description, Analysis, 

      Explanation, and Prediction. Why is each of these elements important?

 6. Why do entrepreneurs tend to thrive in small businesses or in newly      

     developing businesses?
 7. Explain the importance of this idea: Economics presumes that individuals 

     make appropriate decisions to maximize their happiness.

 8. Explain the significance of this idea: Businesses will act to maximize 

     profit.

 Section 2

Goods


Services

Consumers

Value
Division of Labor
Wealth

Market

Factor Market

Productivity

Utility

Economic Growth
Product Market

Specialization
human capital


9.  Why do economic products command a price?

10. Explain the paradox of value.

11. How does scarcity affect value?

12. Why does the utility of a good or a service vary from person to person?

13. Why are services not considered a form of wealth?

14. How does an economy generate wealth?

15. When does economic growth occur?

16. How does specialization encourage productivity?

Section 3
Trade offs


Opportunity Costs

Idle resources



Fully employed resources
Economic growth






17. In what way does every economic decision involve trade offs?

18. Why do economists use opportunity cost rather than dollar cost to 

     evaluate the significance of an economic decision?

19. How do economist help identify effective economic choices?

20.  In what sense are economic models based on assumptions?
21.  How does a cost/benefit analysis assist decision making?

