
Economic Fundamentals Guided Reading Questions                                                    Part 1.1  (SSEF1-3) 

1. Define scarcity. 
2. What are the scarce productive resources? 
3. What two characteristics make something scarce? 
4. What is an example of a scarce land resource? 
5. How are scarce items allocated in a market economy? 
6. What is the typical relationship between scarcity and price? 
7. What is the difference between scarcity and a shortage of a good/service? 
8. Provide an example for each of the four productive resources (factors of production). 
9. What risks do entrepreneurs take when starting a business? 
10. What is the primary factor that influences entrepreneurs to take risks? 
11. What other factors influence entrepreneurs to take risks? 
12. What must be considered when making a choice? 
13. Define opportunity cost. 

 

14. Define marginal benefit and marginal cost. 
15. When should a choice be made when weighing costs and benefits? 
16. Define revenue and profit. 
17. What factors do business firms need to consider when deciding on how many workers to hire? 
18. Based on the business expenditures chart, how many workers should the firm hire, and why? 
19. What is an incentive?  
20. What is an example for both a positive and negative incentive? 

 

21. What is specialization. 
22. Why does specialization increase productivity? 
23. What is one method of specialization? 
24. Provide a real world example of specialization. 
25. When does voluntary exchange occur? 
26. How is voluntary exchange facilitated in most situations? 
27. Provide an example of voluntary exchange and it's results. 

Part 1.2 (SSEF4-6) 

28.  What main factor do economists consider when classifying economic systems? 
29. What are the three main economic systems? 
30. How are most real world economies viewed today? 
31. Define the main elements that are used to evaluate economic systems: private ownership, profit 

motive, consumer sovereignty, competition, and government regulation. 
32. What are the characteristics of a traditional economy with regard to the five main elements? 
33. What are the characteristics of a command economy with regard to the five main elements? 
34. What are the characteristics of a market economy with regard to the five main elements? 
35. What are the characteristics of a mixed economy with regard to the five main elements? 



36. What are the three basic economic questions of production that nations must answer? 
37. What are the social and economic goals that nations try to meet? 
38. Why does a market or mixed economy do a better job of promoting economic freedom, growth, 

efficiency, and sustainability than a command economy? 

 

 

 

39. What is the goal for price stability in a nation? 
40. How does the U.S. try to stabilize prices? 
41. What is the target rate of inflation in the U.S.? 
42. What will happen to consumer purchasing power if prices rise (inflation)? 
43. What factors can have an impact on price levels? 
44. How does the U.S. define full employment? 
45. What is most commonly measured to determine economic growth and sustainability? 
46. What is the target rate for real GDP growth? 
47.  What do economists consider when providing input on how to build a sustainable economy? 
48. How does price allocate resources throughout the economy? 
49. What are other methods of allocating resources? 
50. Provide a real world example of how you encountered one of the nine allocation strategies. 

 

51. What type of goods/services does the government provide? 
52. How does the government fund the goods/services they provide? 
53. What two characteristics help differentiate between a private good and a public good? 
54. Define non-exclusion with relation to public goods. 
55. Who is a free rider? 
56. What is an example of a public good at the local/state level of government? 
57. What is an example of a public good at the federal level of government? 
58. How does the U.S. try to meet the social economy goal of equity? 
59. What is an essential element to have in order for a market economy to exist? 
60. What is a market failure? 
61. Define externalities and provide an example. 
62. How does the government try to correct negative externalities? 
63. What does market power refer to? 
64. Why does the U.S. government not allow monopolies? 
65. Define regulation and deregulation. What is an example of each? 

 

66. Define productivity. 
67. What is an example of an input and an output? 
68. How does technology and capital investment increase productivity and overall economic 

growth? 



69. Define standard of living. 
70. How does one typically increase their standard of living? 
71. Define human capital. 
72. What is the relationship between level of education, earnings, and unemployment rate? 
73. What does the production possibilities model illustrate? 
74. Where on the graph do you see efficient levels of production? Inefficient production? 
75. What does point E on the graph illustrate? 
76. Why do investments in capital and human capital push the production curve outward? 


