Economics and Entrepreneurship Test - III

1.  Students at Hawthorne Middle School want to start a classroom business and sell to their classmates.  Their teacher is discussing questions to think about before they start the business.  Which of the following is a question they should consider?   2.4.1; 4.4.4; 4.4.8
1.  What type of product would middle school students like to buy?
2.  Can we produce it?

3.  Can we make a profit?
4.  Will the product be affordable for our customers?

5.  All these questions should be considered.

2.  In the Hawthorne Middle School business, if the teacher controls the resources and decides what product to produce, how many to produce, and what price to charge, what type of economy would this represent? 
   
1.  mixed                                                                                            6.4.4; 7.4.4; 8.4.2
2.  market

3.  command

4.  traditional

3.  What are the three basic kinds of productive resources?                       2.4.1
1.  human, money, capital

2.  financial, natural, capital

3.  human, natural, capital
4.  human, financial, capital 
4.  Anytime a decision is made, there are alternatives that are not chosen.  The best alternative not chosen is called the _____________________.            2.4.5,  3.4.1
1.  export rate

2.  exchange rate 

3.  production cost

4.  opportunity cost 

5.
Revenues are:



4.4.8
1.  the money earned by selling products.

2.  the prices paid for productive resources.

3.  the money left over after all costs of production have been paid.

4.  the number of products that consumers will buy at various prices.

6.  Eric’s class collected this information to find out how many pretzels people will buy at different prices. 









Price


Number of Pretzels People Will Buy

4.4.4; 5.4.7

$1.00




20


$.75




40


$.50




60


$.25




80

This information the class collected shows the ________________________ for pretzels

1.  supply

2.  demand

3.  production possibilities curve

4.  consumer possibilities curve

7.  Profits are:                                                                                            4.4.8; 8.4.3
1.  a sure result of owning a business. 

2.  equal to product price times quantity sold.

3.  what businesses pay for productive resources.

4.  calculated by subtracting all costs from sales revenues.

8.  The students at Hawthorne Middle School think they will open a pretzel business, but first they want to estimate the cost of the productive resources and calculate a planned profit.  Below are the prices of the productive resources the students think they will need.  If these are the only productive resources, what is the profit from selling each pretzel, assuming the price of a pretzel is $1.00? 

Chocolate for 10 pretzels - $1.00                                                       4.4.8
10 plain pretzels - $5.00
Sprinkles for 30 pretzels - $3.00
1.  30 cents per pretzel
2.  40 cents per pretzel.

3.  60 cents per pretzel.

4.  70 cents per pretzel.

9.  The students realize they don’t have enough money to buy all the productive resources they would like to use for their business.  This best illustrates:

1.  profit.                                                                                                       2.4.5; 3.4.1
2.  scarcity.

3.  productivity.

4.  opportunity cost.
10.  To help them get the productive resources they need, the students ask the bank for a ________________ and the bank asks the students for a ___________________.

1.  loan, business plan                                                                     6.4.5; 7.4.5; 8.4.10
2.  business plan, loan

3.  savings account, loan

4.  loan, savings account
11.   After talking with the bank manager, the Hawthorne Middle School students learn about different kinds of business ownership.  A kind of business ownership that is chartered by the state, often issues stock, and has limited liability, is called a  _________________________.                                                          8.4.3
1.  directorship
2.  partnership

3.  corporation

4.  sole proprietorship 
12.   Instead of taking out a loan, the Hawthorne students decide to sell shares of ownership in their company to parents, teachers, and friends.  Which of the following represents a share of ownership in a company?

1.  bond.
                                                                                              8.4.3
2.  stock
3.  capital
4.  debenture
13.  The students are now ready for production!  They realize that they need a variety of different tasks done by students with different skills.  This is an example of:
1.  specializing to produce more.                                                             2.4.6; 5.4.5
2.  maximizing production costs.
3.  using natural resources wisely. 
4.  using capital resources to expand production.

14.  What can a business do to increase productivity?                      5.4.4; 5.4.5; 6.4.10; 8.4.6

1.  Increase the cash payout.


2.  Raise the price of the product 


3.  Increase the amount of time to produce a product


4.  Give workers better capital resources to work with

15.  When Susan hand dips pretzels into the chocolate, she produces 10 pretzels per hour.  When the class rents a dipping machine, she then dips 20 pretzels per hour.  What is her labor productivity both before using the new machine and after using the machine: 
1.  before .5, after 2                                                                   5.4.4; 5.4.5; 6.4.10; 8.4.6
2.  before .5, after 10
3.  before 10, after .5
4.  before 10, after 20
16.  The students want to market their products to all Hawthorne Middle School students and teachers.  What is not a way to market their products?

1.  hire more production workers 

2.  advertise on the radio 

3.  make posters showing the product

4.  show products on a web site 

17. The actual data from their first month of production are in.  Everyone wants to know if the class made any money.  Anne, the class accountant, calculates the following data and reports it to the class.  What are the accounting profits of the class?  

Sales Revenues

$500.00

4.4.8
Costs of materials (chocolate, pretzels, etc.)
$125.00

Rental expense for the dipping machine
$25.00

Business license

$50.00

Wages paid to workers

$200.00

1.  $100

2.  $450

3.  $500

4.  $900

18.  Other classrooms see the success of the chocolate covered pretzel  business and start selling snack products of their own.  If nothing else changes, the demand for the class’s chocolate covered pretzels would probably  ________________ and the price the class could charge would probably _________________.

1.  increase, decrease







4.4.4; 5.4.7
2.  increase, increase

3.  decrease, decrease

4.  decrease, increase

19.  What was the opportunity cost for the class at Hawthorne Middle School to do the classroom business?

1.  How much it cost to produce the pretzels




2.4.5; 3.4.1
2.  The total number of pretzels sold

3.  What the class would have done instead of the business

4.  There was no opportunity cost since the business was a success.

20.  What is true about an entrepreneur?  He or she:


   4.4.7; 5.4.4; 8.4.5
1.  must be good at math.

2.  must be willing to take some risks.

3.  must produce goods but not services.

      4.  must produce a wide variety of goods and services.
