
Chapterȱ1
WhatȱIsȱEconomics?

1 DefinitionȱofȱEconomics

1) Allȱeconomicȱquestionsȱareȱabout
A) howȱtoȱmakeȱmoney.
B) whatȱtoȱproduce.
C) howȱtoȱcopeȱwithȱscarcity.
D) howȱtoȱsatisfyȱallȱourȱwants.

Answer: C
Topic: DefinitionȱofȱEconomics
Skill: Recognition
AACSB: ReflectiveȱThinking

2) Anȱincentive
A) couldȱbeȱaȱrewardȱbutȱcouldȱnotȱbeȱaȱpenalty.
B) couldȱbeȱaȱpenaltyȱbutȱcouldȱnotȱbeȱaȱreward.
C) couldȱbeȱeitherȱaȱrewardȱorȱaȱpenalty.
D) isȱtheȱoppositeȱofȱaȱtradeoff.

Answer: C
Topic: DefinitionȱofȱEconomics
Skill: Recognition
AACSB: ReflectiveȱThinking

3) Anȱinducementȱtoȱtakeȱaȱparticularȱactionȱisȱcalled
A) theȱmarginalȱbenefit.
B) theȱmarginalȱcost.
C) opportunityȱcost.
D) anȱincentive.

Answer: D
Topic: Incentive
Skill: Recognition
AACSB: ReflectiveȱThinking

4) Allȱeconomicȱquestionsȱariseȱbecauseȱwe
A) wantȱmoreȱthanȱweȱcanȱget.
B) wantȱmoreȱthanȱweȱneed.
C) haveȱanȱabundanceȱofȱresources.
D) haveȱlimitedȱwantsȱthatȱneedȱtoȱbeȱsatisfied.

Answer: A
Topic: Scarcity
Skill: Recognition
AACSB: ReflectiveȱThinking
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5) Theȱmostȱfundamentalȱeconomicȱproblemȱis
A) security.
B) scarcity.
C) health.
D) theȱfactȱtheȱUnitedȱStatesȱbuysȱmoreȱgoodsȱfromȱforeignersȱthanȱweȱsellȱtoȱforeigners.

Answer: B
Topic: Scarcity
Skill: Recognition
AACSB: ReflectiveȱThinking

6) Economicsȱisȱbestȱdefinedȱasȱtheȱstudyȱofȱhowȱpeople,ȱbusinesses,ȱgovernments,ȱandȱsocieties
A) chooseȱabundanceȱoverȱscarcity.
B) makeȱchoicesȱtoȱcopeȱwithȱscarcity.
C) useȱtheirȱinfiniteȱresources.
D) attainȱwealth.

Answer: B
Topic: Scarcity
Skill: Conceptual
AACSB: ReflectiveȱThinking

7) Scarcityȱisȱaȱsituationȱinȱwhich
A) peopleȱcannotȱsatisfyȱallȱtheirȱwants.
B) mostȱpeopleȱcanȱgetȱonlyȱbareȱnecessities.
C) peopleȱcanȱsatisfyȱallȱtheirȱwants.
D) someȱpeopleȱcanȱgetȱallȱtheyȱwantȱandȱsomeȱcannot.

Answer: A
Topic: Scarcity
Skill: Recognition
AACSB: ReflectiveȱThinking

8) Economistsȱpointȱoutȱthatȱscarcityȱconfronts
A) neitherȱtheȱpoorȱnorȱtheȱrich.
B) theȱpoorȱbutȱnotȱtheȱrich.
C) theȱrichȱbutȱnotȱtheȱpoor.
D) bothȱtheȱpoorȱandȱtheȱrich.

Answer: D
Topic: Scarcity
Skill: Conceptual
AACSB: EthicalȱReasoning

9) Scarcityȱrequiresȱthatȱpeopleȱmust
A) cooperate.
B) compete.
C) trade.
D) makeȱchoices.

Answer: D
Topic: Scarcity
Skill: Conceptual
AACSB: ReflectiveȱThinking
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10) Allȱeconomicȱquestionsȱariseȱbecause
A) peopleȱareȱgreedy.
B) productionȱpossibilitiesȱareȱunlimited.
C) weȱwantȱmoreȱthanȱweȱcanȱget.
D) peopleȱareȱirrational.

Answer: C
Topic: Scarcity
Skill: Recognition
AACSB: ReflectiveȱThinking

11) Scarcityȱis
A) ourȱinabilityȱtoȱsatisfyȱallȱourȱwants.
B) aȱsituationȱthatȱexistsȱduringȱeconomicȱrecessionsȱbutȱnotȱduringȱeconomicȱbooms.
C) whenȱaȱchildȱwantsȱaȱ$1.00ȱcanȱofȱsodaȱandȱtwoȱ50¢ packsȱofȱgumȱandȱhasȱ$2.00ȱinȱher

pocket.
D) anȱeconomicȱproblemȱonlyȱforȱpoorȱpeople.

Answer: A
Topic: Scarcity
Skill: Recognition
AACSB: ReflectiveȱThinking

12) Scarcityȱarisesȱfrom
A) inefficientȱproduction.
B) exploration.
C) limitedȱresourcesȱandȱlimitlessȱwants.
D) limitedȱwantsȱandȱlimitlessȱresources.

Answer: C
Topic: Scarcity
Skill: Recognition
AACSB: ReflectiveȱThinking

13) Whenȱanȱeconomistȱtalksȱofȱscarcity,ȱtheȱeconomistȱisȱreferringȱtoȱthe
A) abilityȱofȱsocietyȱtoȱemployȱallȱofȱitsȱresources.
B) abilityȱofȱsocietyȱtoȱconsumeȱallȱthatȱitȱproduces.
C) inabilityȱofȱsocietyȱtoȱsatisfyȱallȱhumanȱwantsȱbecauseȱofȱlimitedȱresources.
D) abilityȱofȱsocietyȱtoȱcontinuallyȱmakeȱtechnologicalȱbreakthroughsȱandȱincrease

production.
Answer: C
Topic: Scarcity
Skill: Recognition
AACSB: ReflectiveȱThinking

14) Scarcityȱisȱexperiencedȱby
A) onlyȱtheȱwealthy.
B) onlyȱtheȱpoor.
C) onlyȱproducers.
D) everyone.

Answer: D
Topic: Scarcity
Skill: Recognition
AACSB: EthicalȱReasoning
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15) Fundamentalȱeconomicȱproblemsȱbasicallyȱariseȱfrom
A) theȱfactȱthatȱsocietyȱhasȱmoreȱthanȱitȱneeds.
B) turmoilȱinȱtheȱstockȱmarket.
C) theȱunequalȱdistributionȱofȱincome.
D) ourȱwantsȱexceedingȱourȱscarceȱresources.

Answer: D
Topic: Scarcity
Skill: Recognition
AACSB: ReflectiveȱThinking

16) Scarcityȱexistsȱbecause
A) societyȱandȱpeopleȱareȱgreedyȱandȱwasteful.
B) ourȱwantsȱexceedȱtheȱresourcesȱavailableȱtoȱsatisfyȱthem.
C) ofȱtheȱinefficientȱchoicesȱweȱmake.
D) poorȱpeopleȱneedȱmoreȱfoodȱandȱotherȱgoods.

Answer: B
Topic: Scarcity
Skill: Recognition
AACSB: ReflectiveȱThinking

17) Scarcityȱcanȱbeȱeliminatedȱthrough
A) theȱuseȱofȱmarketȱmechanisms.
B) explorationȱthatȱhelpsȱusȱfindȱnewȱresources.
C) wiseȱuseȱofȱourȱresources.
D) Noneȱofȱtheȱaboveȱbecauseȱscarcityȱcannotȱbeȱeliminated.

Answer: D
Topic: Scarcity
Skill: Recognition
AACSB: ReflectiveȱThinking

18) Asȱanȱeconomicȱconcept,ȱscarcityȱappliesȱto
A) bothȱmoneyȱandȱtime.
B) moneyȱbutȱnotȱtime.
C) timeȱbutȱnotȱmoney.
D) neitherȱtimeȱnorȱmoney.

Answer: A
Topic: Scarcity
Skill: Conceptual
AACSB: ReflectiveȱThinking

19) Scarcityȱisȱcommonȱtoȱallȱeconomicȱsystemsȱbecauseȱresourcesȱare
A) unlimitedȱdueȱtoȱconstantȱtechnologicalȱadvances.
B) limitedȱandȱsoȱareȱhumanȱdesiresȱandȱwants.
C) unlimitedȱandȱsoȱareȱhumanȱdesiresȱandȱwants.
D) limited,ȱbutȱhumanȱdesiresȱandȱwantsȱareȱunlimited.

Answer: D
Topic: Scarcity
Skill: Conceptual
AACSB: ReflectiveȱThinking
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20) Peopleȱmustȱmakeȱchoicesȱbecause
A) mostȱpeopleȱenjoyȱshopping.
B) ofȱscarcity.
C) thereȱareȱmanyȱgoodsȱavailable.
D) Noneȱofȱtheȱaboveȱanswersȱisȱcorrect.

Answer: B
Topic: Scarcity
Skill: Conceptual
AACSB: ReflectiveȱThinking

21) TheȱproblemȱofȱȈscarcityȈȱapplies
A) onlyȱinȱindustriallyȱdevelopedȱcountriesȱbecauseȱresourcesȱareȱscarceȱinȱtheseȱcountries.
B) onlyȱinȱunderdevelopedȱcountriesȱbecauseȱthereȱareȱfewȱproductiveȱresourcesȱinȱthese

countries.
C) onlyȱinȱeconomicȱsystemsȱthatȱareȱjustȱbeginningȱtoȱdevelopȱbecauseȱspecializedȱresources

areȱscarce.
D) toȱallȱeconomicȱsystems,ȱregardlessȱofȱtheirȱlevelȱofȱdevelopment.

Answer: D
Topic: Scarcity
Skill: Conceptual
AACSB: ReflectiveȱThinking

22) WhenȱaȱwealthyȱbusinessmanȱisȱunableȱtoȱbuyȱticketsȱtoȱtheȱSuperȱBowl,ȱheȱorȱsheȱexperiences
________.

A) economics
B) scarcity
C) opportunityȱcosts
D) theȱfallacyȱofȱcomposition

Answer: B
Topic: Scarcity
Skill: Conceptual
AACSB: ReflectiveȱThinking

23) Inȱeveryȱeconomicȱsystem,ȱchoicesȱmustȱbeȱmadeȱbecauseȱresourcesȱareȱ________ȱandȱour
wantsȱareȱ________.

A) unlimited;ȱlimited
B) limited;ȱunlimited
C) unlimited;ȱunlimited
D) limited;ȱlimited

Answer: B
Topic: Scarcity
Skill: Conceptual
AACSB: ReflectiveȱThinking


