11th Grade Economics[image: ]
1st Semester Mid Term
Study Sheet

1. Scarcity
· Scarcity means not enough of something. Because of scarcity people cannot have everything they want. Because people cannot have everything they want, they have to make choices.
    	Terms:
1. Need
2. Want
3. Goods
4. Services
5. Economics
6. Shortage
7. Entrepreneur
8. Factors of Production
9. Land
10 Labor
11. Capital
12. Physical Capital
13. Human Capital


2. Opportunity Cost
· Every time someone makes a choice, there are other things that are not chosen. 
	       The thing that you gave up is your opportunity cost. The next best thing that is not 		       chosen is called a person’s opportunity cost.

	Terms:
1. Trade-off
2. Guns or Butter
3. Opportunity Cost
4. Thinking at the Margin
5. Cost/benefit analysis
6. Marginal Cost
7. Marginal Benefit






3. Production Possibility Curve
	Economists use graphs to show different ways of using an economy's resources. These graphs are called production possibilities curves. For example, an economist might want to examine the production of shoes and watermelons. A production possibilities curve can show how the number of shoes produced is affected by the number of watermelons grown. As the number of watermelons produced increases, the number of shoes produced will decrease. This happens because land is scarce. There isn’t enough land for both watermelon farms and shoe factories. 

	
	Terms:
1. Production Possible Frontier
2. Efficiency
3. Underutilization
4. Law of increasing Costs

4. Three Business Decisions

A society must answer three basic economic questions. These questions are shown in the graphic organizer below. Societies answer these questions to decide how to use their scarce resources. The way a society answers them defines its economic system. An economic system is the method a society uses to produce and distribute goods and services
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What goods and
services should be
produced?

THE THREE
ECONOMIC
QUESTIONS

Who consumes
these goods and
services?

How should these
goods and services
be produced?





