Economics – Chapters 2-3 –  Study Guide for Test

Vocabulary

Economic system

Goals of an Economy

Efficiency

Freedom

Economic security

Fair distribution of resources

Growth

Environmental protection

Health and safety

Market

Market-based economy

Laissez-faire

Command economy

Mixed economy

Communism

Fascism

Nazism

Democratic Socialism

Socialism

Karl Marx: The Communist Manifesto (1848)

V.I. Lenin (1917)

Soviet Union (1989)

Business cycle

GDP

Microeconomics

Macroeconomics

Elements of Free Enterprise

Legal equality

Free contact

Voluntary exchange

Competition

Private property rights

Ten Commandments

English common law

Catholic Church/Rerum Novarum
Public disclosure law

Public interest regulation

Copyright and Patent

Infrastructure

Welfare

Safety net

Unemployment/Employment

Poverty level

Inflation

Economics – Chapters 2-3 –  Practice Test

I. Fill in the blank 

The method used by a society to produce and distribute goods and services is called an _____________________.

 An arrangement that allows buyers and sellers to exchange goods and/or services is called __________________________.

There are three basic kinds of economies, market-based, command, and mixed. The market-based is sometimes called by the French term, which means “leave it alone” or “let it happen,” ________________________________.

There are several styles of command economy, but all involve government ______________ of the means of production. There's _________________________, which was created by Karl Marx and Frederick Engels, and brought to Russia by __________________ in the year 1917. There's _____________ of Adolf Hitler, and ____________________ by Italian dictator Benito Mussolini. Finally, there's _____________________________, which is a more benign version of a command economy.

The study of a sector of an economy is called _____________________ while the study of behavior in a whole, complicated economy is called _________________________. 

The boom-bust rotation of an economy – where there is irrational exuberance in the boom and retrenchment to more efficient management of economic sectors is called the _____________________. 

The total value of everything produced in a nation during a year – including manufactured goods and services – is called _____________________________. 

Two of the Ten Commandments deal with the right of private property. They are ______________________________ and ____________________________________________. 

Untrammeled free enterprise always entails some government rules, and often a few exceptions to voluntary trade. At its most basic, free enterprise requires government to stop force and fraud. One exception to purist free enterprise is the requirement that businesses that are publicly traded publish certain information about their finances to the world in order to avoid the occasion of fraud; these rules are called _____________________________. Another set of exceptions comes directly from the U.S. Constitution, which allows inventors and authors exclusive – but temporary – right to sell their wares. The exclusive right of inventors is called a _______________________, while the exclusive right for authors and artists is called a __________________________. 
Other common exceptions to pure free market economies (which proliferate in mixed economies) are the requirements for environmental regulations, non-profit rules and a variety of regulations that are deemed to benefit everyone in the society. These are called ____________________ laws. Some public spending is deemed to benefit everyone, even though it is sometimes controversial, is public investment (or spending, depending upon your point of view) on bridges, railroads, roads and other public conveyances. This kind of spending is __________________ spending.
Cash (or commodity) transfers from government to poorer members of society is called. The idea that no one in society should be denied the necessities of life despite financial misfortune, and that government should ensure those necessities is called a social ____________________.

The percentage of people unable to find work who have looked for work in the past year is called the __________________ level. The percentage of people who are poor in a country is called the _________________ level. The percentage increase (or decrease) in the price of a basket of goods is called the ________________ rate.

II. Short answers 

Directions: Answer each question in at least 5 complete sentences.
1. List at least six “goals” of an economy. Then tell me your opinion which is the most important goal and why?

2. List at least five qualities of free enterprise. What is the Catholic Church's view of untrammeled free enterprise?

3. 
