Economics  Chapter 8-9 Business and Labor Study Guide

Basic Concepts you need to know

1. What are the various legal frameworks for production? Why does government differentiate among these different legal frameworks?

2. What role does labor have on production? 

3. Why are moral hazards (externalities) in a corporation or limited liability partnership potentially inefficient in an economy?

4. What role do labor unions perform in today's society? How can they help with worker's living standards? How can they create economic inefficiency?

5. How can corporations be an economic benefit to an economy? How can they create economic inefficiency?

6. How can stockholders influence the direction of corporations? How can they help economic efficiency? How can they hurt?

Vocabulary

Sole Proprietorship

Partnership

General Partnership

Limited Partnership 

Limited Liability Partnership

Corporation

Closely held corporations

Publicly Held Corporations

Uniform Partnership Act

Assets

Liabilities

Stock

Bond

Preferred stock

Liability

Limited Liability

Moral hazard/Externality

Dividends

Zoning laws

Business License:

Mergers

Horizontal Mergers

Vertical mergers

Conglomerates

Multinational Corporations

Cooperatives

Professional associations 

Business association

Trade association

Labor

Labor Force

Unemployment rate

Fringe benefits

Bureau of Labor Statistics

Types of labor

Unskilled labor

Semi-skilled labor

Skilled labor

Professional labor

Learning effect

Screening effect

Equilibrium wage

Productivity

Glass ceiling

wage

earnings

Labor Unions

Featherbedding

Collective bargaining

Strike

Right-to-work laws

Mediation

Arbitration

Communication Workers v. Beck (1988)
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Economics Chapter 8-9 Practice Test

I. Identification

Directions: Identify the term described.

________________________ Regular payments a company makes to stock holders.

________________________ An association of workers who bargain for wages together

________________________ An organization of producers who work together on common interests

________________________ An organization of laborers in an industry who bind together to work on common interests, such as favorable government regulations and standards for entry into their trade.

________________________ A state law that says a person doesn't have to join a union if he doesn't want to. 

________________________ A debt or legal obligation that must be paid

________________________ A legal exemption from an ordinary debt

________________________ Creation of “do-nothing” or “no show” jobs to help friends, usually for friends or relatives of top officials in companies, unions or government.

________________________ The percentage of people not working in the work force

________________________ The U.S. government agency charged with gathering employment and labor statistics

________________________ Shares of ownership in a corporation

II. Bullet points

Directions: Answer the following using bullet points, as instructed below.

1. What are the advantages and disadvantages for a sole proprietorship being transformed into a publicly-held corporation?

Advantages





Disadvantages

♦






 ♦





♦






 ♦





♦






 ♦





2. What are the advantages and disadvantages for both good and bad workers who unionize?

Advantages





Disadvantages

♦






 ♦





♦






 ♦





♦






 ♦





III. Short Answer

Directions: Answer the following questions in complete sentences.

1. Why should stockholders not have their personal assets at risk when they own shares of a corporation, but have all of their personal property at risk if they run a sole proprietorship?

2. Outline the issues surrounding the U.S. Supreme Court case Communication Workers v. Beck, and then explain why you think it was the right (or wrong) decision by the court.

3. What's the difference between mediation and arbitration?

IV. Labor skill matching

Directions: Label each profession's labor level either unskilled, semi-skilled, skilled, or professional.

________________________________ doctor

________________________________ janitor

________________________________ handyman

________________________________ aeronautical engineer

________________________________ teacher

________________________________ plumber

________________________________ salesman

________________________________ restaurant waitstaff

________________________________ five-star restaurant chef

________________________________ electrician

