Economics
Chapter 1 Review

Directions:  Answer the following as fully as you can on a separate sheet of paper.

1. What is the fundamental economic problem?  Why?  How is the problem solved?

2. Describe the “paradox of value”.  What is the answer to the paradox of value?

3. What are goods?  What is the difference between durable goods, non-durable goods, capital goods  and consumer goods?

4. Why might a decision making grid be used?

5. Why is the study of economics important? (Hint:  Think about the fundamental economic problem)

6. What is an opportunity cost?  

7. What is the production possibilities frontier?  What does it help illustrate?  

8. Define and give examples of:

a. Financial capital

b. Capital

c. Value

d. Economics

e. Wealth

f. Labor

g. Trade-offs

h. Standard of living

i. Opportunity cost

9. What are the four factors of production?  Give examples of land, labor and capital.

10. How might a producer move the production possibilities curve outward and gain productivity?
