Introduction to Economics












40 marks
1. Define the economic problem.






(1 mark)
2. Describe the four characteristics of the economic problem. 
(Our wants are unlimited…)







(4 marks)
3. Define 










(6 marks)
a. Wants


b. Needs   
c. Utility   
d. Individual wants  
e. Collective wants  
f. Complementary wants, (eg. car and petrol
4. Describe how wants may change over time.





(2 marks)
5. Summarise the four key economic issues.





(4 marks)
· What to produce:
· How much to produce: 
· How to produce: 
· How to distribute production: 
6. Define opportunity cost.







(1 mark)
7. The following table shows a production possibility schedule for wheat and rice in a hypothetical economy using a fixed quantity of resources. 
	
	V
	W
	X
	Y
	Z

	Wheat (kgs)
	0
	20
	40
	60
	80

	Rice (kgs)
	200
	180
	140
	80
	0


(a) Construct a production possibility curve from the information in the table above. (4 marks)
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(b) State the opportunity cost of producing the first 20 kgs of wheat and the opportunity 
cost of producing the last 20 kgs of wheat. 





(2 marks)

(c) Explain how the discovery of new resources and improvements in technology could 
affect wheat and rice production in this economy. 




(2 marks)

(d) On your diagram label a new point A (60 units of wheat and 60 units of rice). 
Explain why this point represents a waste of resources. 



(2 marks)

8. Distinguish between consumer and capital goods.




(2 marks)
9. Summarise (one page) the economic factors underlying decision-making by: 

· individuals – spending, saving, work, education, retirement, voting and participation in the political process 

· business – pricing, production, resource use, industrial relations 

· governments – influencing the decisions of individuals and business 

(10 marks)
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