Pre/Post Test for Economics and Entrepreneurship

Name ________________________________________ Date___________________
Part I
1.
Directions: Fill in the blanks with the best answer. Use the words below. No word is used twice. Some words are not used at all.

dividend

risk

opportunity cost
markets

good 

supply


service

demand

producer

criteria
entrepreneur

consumers
interest


capital


profit
employees

wage

surplus


managers

interest

Businesses produce things that ________________________________want.  A thing that a

business produces that you can touch is called a_________________________.
When a business does something for you, it provides a_____________________.
The _____________________ is a person who takes a risk to organize and start a business.
The main goal of this person is to earn a ________________________________.
Businesses are not always successful.  This shows that there is always__________________
involved when starting a business.
Anyone starting a business must make many decisions, including what to produce. The 
important things one must consider when making a decision are called _________________
____________________.  Anytime a decision is made there are always alternatives that are 
not chosen.  The best alternative not chosen is the______________________________.
Part II

1.
The three basic kinds of productive resources are:
_______________________
_______________________
________________________

2. Directions: In the blanks in the left column below write the names of four productive resources used by the barber shown in the picture. In the blanks in the right column identify the basic kind of resources (use your answers in question Part II, Question #1.)

[image: image2.wmf]
Name of Productive Resource

Kind of Productive Resource

________________________

________________________

________________________

________________________

________________________

________________________

________________________

________________________

Part III

1.
Circle the things below that are costs of running a business.

wages

rent


revenues

interest on loans

profits

materials

stock


equipment

2.
What is profit?____________________________________________________
_______________________________________________________________________

Part IV

1.
Below are the results of a market survey Mrs. Green's class took. The class is selling cookies.

Price


Number of Cookies People Would Buy

$1.00



  5

$  .75



10

$  .50



30

$  .25



90

Using the results of the market survey, graph the demand for cookies.
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2.
What would be the sales revenues at a price of $ .50?____________________________
3.
At what price would sales revenues be the greatest?_____________________________
4.
What does the Law of Demand tell us?________________________________________
_____________________________________________________________________________

Part V

Directions: Fill in the blanks with the best answer. Use the words below. No word is used twice.

Some words are not used at all.
business savings

corporation

employees

firm

savings account

loan


equity


profits

managers


partnership

stock


interest

sole proprietorship

shortage

surplus


cost

purchasers


investors

borrowers

dividends
Businesses have several types of ownership. A business that is owned by one person is a
_______________________________________.  A business owned by at least two persons
is a_____________________________________.  A business owned by many stockholders
is a_____________________________________________.
Businesses hire ____________________________________________to work and earn wages.
Individuals hired by businesses to help run the business and to make important decisions are 
called ______________________________.
Businesses must raise money to start or operate a business. To do this, some businesses issue
_____________________________________.  Some businesses borrow money from the
bank by taking out a _________________________________________ They must pay the
bank _________________________________________ for borrowing the money.  Businesses
also can use past ____________________________________________ to get money to expand
the business.
Businesses often pay ______________________________________ to individuals who have
purchased stock in the business.
Part VI
Directions:  Below is the final accounting information about Mrs. Green's class's cookie business.
Sales Revenues

$ 230

Cost of Materials

$   25

Costs of Labor


$   30

Costs of Buying Tools
$   15

Interest on Loan

$     5
1.
What accounting profit did the class show?____________________________
Part VII
1.
What is the difference between unit production and assembly line production?
______________________________________________________________________________
______________________________________________________________________________
2.
Why is labor productivity greater on an assembly line than with unit production?
______________________________________________________________________________
______________________________________________________________________________
Part VIII
Directions: Fill the blanks with the best answer. Use the words below. No word is used twice.

Some words are not used at all.

supply

capital

shortage
marketing
efficiency

demand
produce
costs

dividends
scarcity

promotion
advertising
surplus

packaging
purchasing

Everything that a business does to get products to the consumer is called ___________________.

Businesses use ____________________________ to provide information to consumers in order 
to increase the ________________________________ for their products.  Businesses make their
products attractive to the consumer by using special ______________________________ .  A 

_____________________________is a special activity to get consumers interested in a product.
If a business charges a price that is much too high there will be a _________________________
of products. If a business charges a price that is much too low there will be a ________________
of products.

Part IX
1.
What is opportunity cost?
______________________________________________________________________________
______________________________________________________________________________
______________________________________________________________________________
2.
Explain how a business has to consider opportunity cost when making a decision what is produced. Give an example in your explanation.
______________________________________________________________________________
______________________________________________________________________________
______________________________________________________________________________
______________________________________________________________________________
______________________________________________________________________________
______________________________________________________________________________
______________________________________________________________________________
______________________________________________________________________________
______________________________________________________________________________
______________________________________________________________________________
______________________________________________________________________________
______________________________________________________________________________
______________________________________________________________________________
______________________________________________________________________________
Pre/Post Test for Economics and Entrepreneurship

TEST ANSWERS

Part I

consumers, good, service, entrepreneur, profit, risk, criteria, opportunity cost
Part II

1.  Land (natural resources), Labor (human resources), capital

2.  Name of possible:

Productive Resource            Kind of Resource

Barber



labor

barber chair


capital

water



land

clippers


capital

building


capital

scissors


capital

Students may notice other resources.
Part III

1. Wages, rent, materials, interest on loans, equipment

2. Profit is the money left over after subtracting costs (business expenses) from sales revenues (income).
Part IV

Number of Cookies People Will Buy
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2.  .50x30 =$15.00

3. .25 (since .25 x 90 = $22.50)

4. The Law of Demand tells us that people will buy less as the price of a product rises, and will buy more as the price of a product falls.
PartV

Sole proprietorship, partnership, corporation, employees, managers, stock, loan, interest, business savings (or profits), dividends.

Part VI

Profit equals sales revenues minus total costs. Therefore, profit equals $230 - $75 = $155. (In this question only explicit accounting costs are computed. The value of foregone opportunity costs is not considered.)
Part VII

1. In unit production one worker basically produces the complete product. In an assembly line, workers specialize and divide the labor, each worker repeating one specific task.

2. Because workers specialize and divide the labor, they can produce more per hour. Specializing allows workers to concentrate on one specific task.
Part VIII

marketing, advertising, demand, packaging, promotion, surplus, shortage
Part IX

1. Opportunity cost is the value of the best alternative when making a decision. That is, it is the value of your next best choice.

2. Businesses must consider opportunity cost because there are many different uses for productive resources. If a business uses these resources to produce one product it cannot use them to produce another. For example, a building used to produce pizzas cannot be used as a bicycle repair shop. If these were the best uses for the building, then using the building for a bicycle repair shop is the opportunity cost of a decision to open a pizza restaurant.
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