ECONOMICS STUDY GUIDE: UNIT TWO TEST

Chapters covered: 19, 20, 6, 7, 8, 9, 10, 17

Know all vocab, study textbook, chapter reviews, notes, packets.

This is a summary of what we learned in class. This is NOT comprehensive—there may be concepts on the test that are not directly on here.

Chapter 19—Government in a Free Market Economy

· What is a free market?

· What is the role of government?

· Levels of goods and services provided (local, state, federal)

· Laissez Faire economics—what is it? Why does America believe in it?

· Who pays taxes? What are the different types of taxes?

· Why does the government require us to pay taxes? Why does the government provide certain goods and services to us? How do they pay for them?

Chapter 20—Government Budget and National Debt

· Government revenue, expenditures

· Budget surplus and deficit

· National debt—what is it? What are the two sides of the debate over it?

Chapter 6—American Business

· Circular flow of income—what is it? What does it mean for workers?

· What is the Profit Incentive?

· Revenue, losses

· The 3 types of business: Sole Proprietorship, partnership, corporation ( details of all, costs and benefits of each

Chapter 7—Stocks and Bonds

· Stocks, dividends, reasons to buy and sell stock

· Capital gain and capital loss, interest

· Where to buy and sell stocks

· Stock markets, how to read them (and understand what the NASDAQ, NYSE, and AMEX are)

· What are bonds? Why would you invest in them? What are the costs and benefits?

· What is the role of the SEC? why is trading stocks with “insider trading” illegal?

· Be able to discuss your own stock market observations

Chapter 8—Competition

· What is competition? What does it do? (2 things)

· What is perfect competition, and what are the 4 characteristics?

· What is a monopoly? How is it different from competition? What are the 3 characteristics of a monopoly?

· Why are monopolies illegal? Why does the government allow some limited monopolies?

· What is in-between a monopoly and perfect competition?

· Degrees of competition (page 107)

Chapter 9—workers and wages

· Wages and labor force

· What is the role of supply and demand here?

· How does demand for goods and services affect the demand for labor?

· How do education and skills affect wages? Give examples. 

· How does productivity affect wages? Why?

· What is the role of capital resources here?

· Automation

Chapter 10—Labor Unions

· Lots of vocab!

· What are labor unions? What purpose do they serve?

· Why did labor unions start in early America?

· Pros and cons of labor unions

· Union dues, when do you have to join a union?

· Union shops, agency shops, right-to-work laws

· Fringe benefits, collective bargaining—what are they?

· Why do people strike?

Chapter 17—Unemployment

· What is the unemployment rate?

· What are the causes of unemployment? (know all 4 reasons in detail and be able to give and explain examples)

· What is full employment? Why is it unrealistic?

