Economics
Multiple Choice
Identify the choice that best completes the statement or answers the question.
____
1.
An economic and political system in which government owns all property and controls economic planning is known as 

	a.
	capitalism.
	c.
	communism.

	b.
	republicanism.
	d.
	democracy.


____
2.
The violent effort to rid China of its pre-Communist customs, beliefs, and culture is known as the

	a.
	Tiananmen Square Massacre
	c.
	Great Leap Forward

	b.
	Cultural Revolution
	d.
	Big Step Forward


____
3.
What does Economics deal with?

	a.
	McDonalds and Walmart sales and profit
	c.
	the financial markets and institutions

	b.
	street lemonade stands that sale items for a dollar


	d.
	all of the above




____
4.
Which of the following would a leader be most likely to use to help establish a totalitarian dictatorship?

	a.
	popular elections
	c.
	propaganda

	b.
	new constitution
	d.
	government reform


____
5.
Study the diagram and answer the question that follows.
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What type of economic system is most closely associated with the diagram?

	a.
	traditional
	c.
	market

	b.
	communism
	d.
	command


____
6.
What are factors of production?

	a.
	factors that determine what type of political system a nation should have

	b.
	economic resources that are controlled by the government

	c.
	information used by manufacturers to determine worker pay

	d.
	basic resources that make up an economy


____
7.
In a traditional economy, how are the three basic economic questions answered?

	a.
	custom
	c.
	elections

	b.
	government decree
	d.
	market demand


____
8.
Between what two economic models does socialism fall?

	a.
	command and communism
	c.
	market and command

	b.
	traditional and market
	d.
	traditional and command


____
9.
In which economy do individuals and businesses make most economic decisions?

	a.
	market
	c.
	traditional

	b.
	command
	d.
	socialist


____
10.
Which of the following best describes an economy that combines elements of traditional, market, and command economic systems?

	a.
	communism
	c.
	socialist

	b.
	mixed
	d.
	capitalist


____
11.
Who is the founder of capitalist theory?

	a.
	Alexander Hamilton
	c.
	Thomas Jefferson

	b.
	Adam Smith
	d.
	Friedrich Engels


____
12.
How does capitalism promote efficiency?

	a.
	through government regulation

	b.
	by adhering to custom

	c.
	through competition

	d.
	through government ownership of property


____
13.
Why do some people oppose free trade?

	a.
	They argue that less developed nations should not receive financial assistance from wealthy nations.

	b.
	They dislike tariffs.

	c.
	They believe that it benefits wealthy nations at the expense of less developed nations.

	d.
	They think that free trade undermines the goals of the World Trade Organization.


____
14.
Who is the founder of modern socialism?

	a.
	Adam Smith
	c.
	Vladimir Lenin

	b.
	Karl Marx
	d.
	Alexander Hamilton


____
15.
Who is the proletariat?

	a.
	elite of any given society
	c.
	ruling class

	b.
	middle class
	d.
	working class


____
16.
Which of the following systems developed from the ideas of Karl Marx?

	a.
	dictatorship
	c.
	democracy

	b.
	capitalism
	d.
	communism


____
17.
Beginning in the late 1970s, China’s government moved the nation’s economy away from

	a.
	communism.
	c.
	control by individuals and businesses.

	b.
	capitalism.
	d.
	control by corporations.


____
18.
An entrepreneur is someone who decides how to 

	a.
	control a nation’s economy.

	b.
	effectively use the factors of production.

	c.
	call for more government regulation.

	d.
	rely on traditional means of allocating resources.


____
19.
Study the table and answer the question that follows.

	Types of Economic Systems

	Economic System
	Features

	Traditional
	Individuals make economic decisions based on custom or habit

	Market
	Individuals and businesses make most economic decisions based on their understanding of others’ needs and wants.

	Command
	Government makes most economic decisions.



	Mixed
	System combines traditional, market, and command economies.


Which of the four economic systems shown in the chart gives individuals the most freedom to produce what they want to?

	a.
	traditional
	c.
	command

	b.
	market
	d.
	mixed


Short Answer

20.
Describe the economic opportunities and challenges faced by Brazil.

21.
Study the poster and answer the question that follows.
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The poster above depicts Soviet dictator Joseph Stalin. What effect do you think the poster was meant to have?

22.
Define economics.

23.
Explain how the factors of production work.

24.
Describe a market economy.

25.
Describe the three types of mixed economies.

26.
Contrast a market economy with a command economy.

27.
Explain how a capitalist economy promotes efficiency.

28.
Describe one of socialism’s key goals and how it typically works today.

29.
Contrast socialism and communism.

30.
Describe the advantages and disadvantages of communism.
True/False
Indicate whether the statement is true or false.
____
31.
The three main types of mixed economies are capitalism, communism, and democracy.
____
32.
Adam Smith was the founder of capitalist theory.
____
33.
Capitalism promotes efficiency through the effects of competition.
____
34.
Karl Marx was convinced that the bourgeoisie would rise up and overthrow the capitalist system.
Completion
Complete each statement.

35.
In a ____________________ economy, individuals and businesses make most economic decisions.

36.
Philosopher ____________________ was the founder of capitalist theory.
Matching
Select the letter of the term, person, or place that matches each description. Some answers will not be used.

	a.
	capitalist
	h.
	bourgeoisie  

	b.
	Karl Marx
	i.
	marxist 

	c.
	proletariat
	j.
	factores of production

	d.
	command
	k.
	 socialism 

	e.
	communism
	l.
	democracy

	f.
	Adam Smith
	m.
	theocracy 

	g.
	laissez faire
	n.
	republic


____
37.
economy in which government makes most of the economic decisions
____
38.
founder of capitalist theory
____
39.
founder of modern socialism

Economics

Answer Section
MULTIPLE CHOICE

1.
ANS:
C

This question calls on students’ knowledge of economic and political systems.
PTS:
1
DIF:
2
REF:
Page 502

2.
ANS:
B

Remind students that Mao Zedong imprisoned or killed those who spoke out against his policies.
PTS:
1
DIF:
1
REF:
Page 502

3.
ANS:
D
PTS:
1
DIF:
2
REF:
Page 503

4.
ANS:
C

Remind students that, in a totalitarian state, the government controls everything, and that totalitarian leaders often enforce a cult of personality surrounding themselves, with portraits and statues of the leader in public areas.
PTS:
1
DIF:
2
REF:
Pages 500-505



5.
ANS:
C

If students have trouble answering, have them review the features of different types of economic systems.
PTS:
1
DIF:
3
REF:
Page 510

6.
ANS:
D

Remind students that the three main factors of production are land and natural resources, labor, and capital. These are basic resources that make up an economy.
PTS:
1
DIF:
2
REF:
Page 510

7.
ANS:
A

Remind students that in a traditional economy, people choose what to produce, how to produce it, and who to produce it for based on what people in their community have always done.
PTS:
1
DIF:
2
REF:
Page 510

8.
ANS:
C

Remind students that capitalism is closest to the market economy model and communism is closest to the command economy model. Socialism falls between the market and command models.
PTS:
1
DIF:
2
REF:
Page 511

9.
ANS:
A

This question calls on students’ knowledge of economic systems and the features of each system.
PTS:
1
DIF:
1
REF:
Page 510

10.
ANS:
B

If students have trouble answering, point out that capitalism, socialism, and communism are the three main types of mixed economies.
PTS:
1
DIF:
2
REF:
Page 511

11.
ANS:
B

If students have a hard time choosing, ask them to consider accomplishments in the life of each person listed.
PTS:
1
DIF:
1
REF:
Page 511

12.
ANS:
C

Remind students that in a capitalistic system, economic pressures theoretically push people to make better products at lower prices.
PTS:
1
DIF:
2
REF:
Page 511

13.
ANS:
C

Remind students that the purpose of free trade is to reduce government involvement in international trade and to encourage global competition.
PTS:
1
DIF:
3
REF:
Page 512

14.
ANS:
B

If students have a hard time choosing, ask them to consider accomplishments in the life of each person listed.
PTS:
1
DIF:
1
REF:
Page 512

15.
ANS:
D

Tell students that Karl Marx referred to two classes of people in a capitalist system. The bourgeoisie referred to people who owned the means of production, and the proletariat referred to the working class.
PTS:
1
DIF:
2
REF:
Page 512

16.
ANS:
D

Remind students that socialism and communism developed from the ideas of Karl Marx.
PTS:
1
DIF:
2
REF:
Page 514

17.
ANS:
A

Remind students that China’s government began to give businesses new freedom to make economic decisions.
PTS:
1
DIF:
2
REF:
Page 515

18.
ANS:
B

Remind students that some economists recognize entrepreneurs as a fourth main factor of production.
PTS:
1
DIF:
2
REF:
Page 510

19.
ANS:
A

This question tests students’ ability to analyze material presented in graphic format. If students have difficulty, point out that, in a market economy, individuals and businesses have to take into account the wants and needs of others.
PTS:
1
DIF:
3
REF:
Page 511
SHORT ANSWER

20.
ANS:


Brazil is a large nation with a large workforce and a rich supply of natural resources, which hold much promise for the future. But Brazil also struggles with modernization, environmental issues, economic growth, and income inequality.
PTS:
1
DIF:
3
REF:
Page 491


NOT:
Rationale: Remind students that Brazilian leaders must often work with rival politicians to achieve their goals.

21.
ANS:


The poster was propaganda. It was intended to build public support for Stalin and the policies of his totalitarian regime.
PTS:
1
DIF:
3
REF:
Pages 502-503



NOT:
Rationale: This question requires students to analyze and interpret graphic primary source material. 

22.
ANS:


Economics is the study of how people produce, distribute, and consume goods and services.
PTS:
1
DIF:
2
REF:
Page 510


NOT:
Rationale: This question calls on students to explain and interpret the word "economics."

23.
ANS:


Students might provide an example of a farm. A farmer uses tools to grow crops. The farmer represents labor, the tools represent capital, and the farm represents land. The farmer has combined the three main factors of production—labor, land, and capital—to create goods and services (crops).
PTS:
1
DIF:
2
REF:
Page 510


NOT:
Rationale: This question requires students to analyze the interaction of the factors of production and how each relates to the other.

24.
ANS:


In a market economy, individuals and businesses make most economic decisions. They base their choices on their own understanding of the needs and wants of others.
PTS:
1
DIF:
2
REF:
Page 510


NOT:
Rationale: Tell students that most nations today have economies that include elements of the market economy.

25.
ANS:


The three types of mixed economies are capitalism, socialism, and communism. Under capitalism, individuals and businesses own the factors of production and make most economic decisions. Under socialism, the state controls most productive resources and tries to distribute the nation’s wealth throughout society for the benefit of the majority of its citizens. Communism is an authoritarian economic and political system in which the government owns all property and controls economic planning.
PTS:
1
DIF:
3
REF:
Pages 511-514



NOT:
Rationale: Remind students that capitalism is closest to the market economy model, communism is closest to the command economy model, and socialism falls between the market and command models.

26.
ANS:


In a market economy, individuals and businesses make most economic decisions. In a command economy, the government makes most economic decisions.
PTS:
1
DIF:
3
REF:
Page 510


NOT:
Rationale: This question requires students to analyze the features of a market economy and a command economy and identify differences between the two systems. 


27.
ANS:


Capitalism promotes efficiency through the effects of competition. The economic pressures of a capitalist system, in theory, are constantly pushing people to make better products at lower prices.
PTS:
1
DIF:
2
REF:
Page 511


NOT:
Rationale: Remind students that, while not everyone can succeed in such a system, capitalists believe that the overall effect is good for most people.


28.
ANS:


One of the key goals of socialism is to distribute a nation’s wealth throughout society for the benefit of the majority of its citizens. Socialist nations often provide a broad range of social services to their people, such as retirement benefits, health insurance, unemployment benefits, child care, and so on.
PTS:
1
DIF:
2
REF:
Page 512


NOT:
Rationale: Remind students that today most socialist nations are democratic.

29.
ANS:


Communism and socialism both developed from the ideas of Karl Marx. Socialism is an economic and political system in which the state controls most productive resources—factories, land, and so on. One of its key goals is to distribute a nation’s wealth throughout society for the benefit of the majority of its citizens. Communism is an economic and political system in which the government owns all property and controls economic planning. Marx believed that revolution would be worldwide, and result in a global society in which there were no class distinctions and government would eventually wither away. He used the term Communist to describe the classless society. In reality, communism is essentially an extreme authoritarian form of socialism.
PTS:
1
DIF:
3
REF:
Pages 512-515



NOT:
Rationale: This question requires students to analyze the features of communism and socialism, and identify differences between the two systems.


30.
ANS:


One advantage is that a command economy may allow Communist countries to develop their economies quickly. Without competition, however, there is little incentive to create new and better products. As a result, poor product quality is a common problem in command economies. The shortage of consumer goods can be another issue as central planners are carrying out a larger economic plan in which consumer desires often have little effect on economic decisions.
PTS:
1
DIF:
3
REF:
Page 515


NOT:
Rationale: This question requires students to consider the possible effects of communism on the economic condition of a nation.
TRUE/FALSE

31.
ANS:
F

Remind students that capitalism, socialism, and communism are the three main types of mixed economies.
PTS:
1
DIF:
1
REF:
Page 511

32.
ANS:
T

Remind students that Adam Smith popularized a laissez-faire theory, which called for minimal government involvement in economic affairs.
PTS:
1
DIF:
1
REF:
Page 511

33.
ANS:
T

Remind students that capitalism creates economic pressures, pushing people to make better products at lower prices.
PTS:
1
DIF:
1
REF:
Page 511

34.
ANS:
F

Remind students that Karl Marx advocated the overthrow of the capitalist system by the proletariat, or working class, arguing that socialism would best protect workers’ rights.
PTS:
1
DIF:
1
REF:
Page 512
COMPLETION

35.
ANS:
market (or capitalist)
PTS:
1
DIF:
1
REF:
Page 510


NOT:
Rationale: This question calls on students' understanding of the differences between the three economic systems.

36.
ANS:
Adam Smith
PTS:
1
DIF:
1
REF:
Page 511


NOT:
Rationale: Remind students that Adam Smith's laissez-faire concept called for minimal government involvement in economic affairs.
MATCHING

37.
ANS:
D
PTS:
1
DIF:
1
REF:
Page 510

NOT:
Rationale: If students have trouble choosing, ask them to consider the literal meaning of "command." In a command economy, the government orders or directs most economic decision.

38.
ANS:
J
PTS:
1
DIF:
1
REF:
Page 511

NOT:
Rationale: Remind students that Adam Smith's laissez-faire concept called for minimal government involvement in economic affairs.

39.
ANS:
N
PTS:
1
DIF:
1
REF:
Page 512

NOT:
Rationale: Remind students that Karl Marx argued that socialism would best protect workers' rights.

