EOCT Review
Part 2
Below are the standards that we will cover as part of today’s review. You need to review these standards and make sure that you are familiar with concept or idea connected to each of them.

SSEF4 The student will compare and contrast different economic systems and explain how they answer the three basic economic questions of what to produce, how to produce, and for whom to produce. 
a. Compare command, market, and mixed economic systems with regard to private 

ownership, profit motive, consumer sovereignty, competition, and government 

regulation. 

b. Evaluate how well each type of system answers the three economic questions and 

meets the broad social and economic goals of freedom, security, equity, growth, 

efficiency, and stability. 

SSEF5 The student will describe the roles of government in a market economy. 
a. Explain why government provides public goods and services, redistributes income, 

protects property rights, and resolves market failures. 

b. Give examples of government regulation and deregulation and their effects on 

consumers and producers. 

SSEF6 The student will explain how productivity, economic growth, and future standards of living are influenced by investment in factories, machinery, new technology, and the health, education, and training of people. 
a. Define productivity as the relationship of inputs to outputs. 

b. Give illustrations of investment in equipment and technology and explain their 

    relationship to economic growth. 

c. Give examples of how investment in education can lead to a higher standard of living. 

EOCT Content Descriptors

On the EOCT, students will be required to show an understanding or be able to apply the following concepts related to the above standards.

- comparing market, command, and mixed economic systems in terms of their structures, the roles of producers, consumers, and government within them, how supply and demand affect production and distribution, and the role of competition and profit within them

- types of government goods and services provided at the local, state, and national levels

- advantages and disadvantages associated with government provided goods and services

- government transfer payments in a market economy

- advantages and disadvantages of government regulations to businesses and consumers in a market economy

- effects of investments in capital and human resources on productivity, economic growth and standard of living

- reading and interpreting scenarios, tables, and graphs related to productivity

Now that you know what is required, let’s take a minute to break down each standard and corresponding content descriptor and refresh our memory of both the content and the application.

Concept 1: Economic Systems
Standard(s): 

Compare command, market, and mixed economic systems with regard to private ownership, profit motive, consumer sovereignty, competition, and government regulation. 

Evaluate how well each type of system answers the three economic questions and meets the broad social and economic goals of freedom, security, equity, growth, efficiency, and stability. 

Content Descriptor(s): 

- comparing market, command, and mixed economic systems in terms of their structures, the roles of producers, consumers, and government within them, how supply and demand affect production and distribution, and the role of competition and profit within them

What to know: 


Economic Systems represent the way that nations answer the three basic economic questions. These questions include what, how, and for whom to produce. If the government answers these basic economic questions, then the nation has a command economic system. In a command economic system, the government would control the factors of production and provide for everyone’s basic needs. Economic equity would be a central theme in a command economy, as everyone would be allotted the same amount of resources. The limitation for command systems is that individuals are not provided with economic freedom. Market economic systems exist when consumers and producers answer the three basic economic questions. Market systems provide a large amount of economic freedom and allow for large periods of economic growth. There are some inequities in the market system, as some individuals might accumulate great wealth while others are poor. Mixed economic systems combine traits of both market and command economies by giving government some control in the economy that is mainly dominated by consumers and producers. 
Practice Questions:



(1) Who would you most likely find participating in a market economy?

	A
	a government official deciding how much wheat to plant this season

	B
	a teenage girl deciding how to spend the extra money she earned working overtime

	C
	a hunter deciding where to hunt to provide his family with a meal that night

	D
	a worker deciding to leave his job early because the production quota has been met


(2) Which of the following economic systems is more likely to provide the economic ideal of equity to its people?

A   Command

B   Market

C   Mixed

D   Traditional

Vietnam is working hard to clean its rivers and streams from the pollution dumped there for years by numerous factories. The government has placed strict regulations on companies to prevent further polluting. These factories are still operating and are working hard to make a profit, though it is tougher due to the cost of following the government’s new regulations.

(3) What type of economic system is depicted in the above passage? _____________________

(4) What elements in the above passage lead you to this conclusion? _____________________

_____________________________________________________________________________

_____________________________________________________________________________

Cuba has managed to do away with starvation and homelessness since the central government took over all of the tobacco fields and cigar factories. Now, every citizen of Cuba has a job. However, the standard of living in the nation is not very high due to a lack of economic growth. Also, many products demanded by consumers are not being made. Consequently, a black market for certain goods from other countries has developed.

(5) What type of economic system is depicted in the above passage? ______________________

(6) What elements in the above passage lead you to this conclusion? _____________________

______________________________________________________________________________

______________________________________________________________________________

In the nation of Denmark, businesses are working hard to produce the products that consumers are demanding. Every company is motivated by profits, and so competition is fierce. Consumers benefit from all of this competition by getting better quality goods at lower prices. The economy is growing, nut not everyone is sharing in the prosperity. Workers are putting in long hours and wages are not what some people want. However, the government refuses to step in and set a minimum wage.

(7) What type of economic system is depicted in the above passage? _____________________

(8) What elements in the above passage lead you to this conclusion? _____________________

_____________________________________________________________________________

_____________________________________________________________________________

Concept 2: Governments Role in a Market Economy
Standards: 

Explain why government provides public goods and services, redistributes income, protects property rights, and resolves market failures. 

Give examples of government regulation and deregulation and their effects on consumers and producers.
Content Descriptor(s): 

- types of government goods and services provided at the local, state, and national levels

- advantages and disadvantages associated with government provided goods and services

- government transfer payments in a market economy

- advantages and disadvantages of government regulations to businesses and consumers in a market economy

What to know: 


In a market economy, the government has an important but limited role in the economy. One thing that the government has to do in a market economy is provide public goods and services. An example of a public good may be a school or a road. An example of a public service would be education or national defense. The government in a market economy also focuses on redistributing income by taxing the wealthy and providing healthcare and welfare to the poor. Welfare payments are a type transfer payment. Transfer payments occur when the government takes away money from one individual (through taxes) and gives it to another individual. The government also must protect property rights by enforcing contracts. The government of a market economy must also protect against market failures by outlawing monopolies and protecting competition. 

The government in a market economy must also provide some forms of regulation. Regulations can be used to protect consumers from harm, but they usually increase the cost of production for producers. Examples of government regulations include health codes for restaurants, safety regulations for toy manufacturers, and testing requirements for drug companies. Each of these regulations protects consumers from harm, but they also increase price. Deregulation occurs when the government removes regulations from an industry. Typically, the price of the product drops in deregulation, though the consumer loses the protection provided by the regulation. 
Practice Questions:

(1) Which of the following statements regarding the role of government in a market economy is true?
A   Government regulation typically lowers cost and protects business.

B   Government regulation typically increases cost and protects business.

C   Government regulation typically lowers cost and protects consumers.

D   Government regulation typically increases cost and protects consumers.



(2) The government's role in our market economy is that it is the
	A
	definer of goals.

	B
	central planner.

	C
	regulator charged with preserving competition.

	D
	coordinator of basic economic activity.


(3) Describe public goods and public services. Give an example of each. __________________

_____________________________________________________________________________

_____________________________________________________________________________

(4) What are transfer payments? How can subsidies for corn growers be considered transfer 
payments? ____________________________________________________________________

_____________________________________________________________________________

_____________________________________________________________________________

(5) How can regulation help consumers and hurt businesses? ____________________________
_____________________________________________________________________________

_____________________________________________________________________________

(6) What is deregulation and how can it hurt consumers? _______________________________

_____________________________________________________________________________

_____________________________________________________________________________

Concept 3: Productivity and Capital Investment
Standards: 

Define productivity as the relationship of inputs to outputs. 

Give illustrations of investment in equipment and technology and explain their relationship to economic growth. 

Give examples of how investment in education can lead to a higher standard of living. 

Content Descriptor(s): 

- effects of investments in capital and human resources on productivity, economic growth and standard of living

- reading and interpreting scenarios, tables, and graphs related to productivity

What to know: 


Productivity is the relationship of inputs to outputs. This simply means the amount that can be produced (output) from a limited amount of resources (input). Example: If a farmer uses an ox to work his grain fields, then he can produce 10 bushels of grain per acre. However, if the farmer uses a tractor, then he could produce 40 bushels of grain per acre. In this example, the farmer has increased his productivity by investing in capital (tractor). Technology and machinery can increase a company or nations productivity. Furthermore, by investing in human capital, the nation can become more productive. This productivity means that the population will produce more goods, which will lead to a higher standard of living. Remember, human capital is the sum of people’s skills, knowledge, and productive value.
Practice Questions:

(1) Our government can improve the standard of living of the American population by

A   investing more in human capital

B   increasing taxes for road construction

C   switching from a market to a command economic system

D   raising the minimum wage 

(2) Which of the following scenarios would lead to improved productivity for a farmer who is growing corn?
A   the farmer adds workers but still produces the same amount of corn

B   the farmer buys a radio for his tractor so that he can enjoy music while working

C   the farmer builds an irrigation system which increases the output and his profits

D   the farmer sells his corn for a lower price in order to out-sell his competitors

(3) Outline several actions you could take that would improve your human capital. ___________ 

______________________________________________________________________________
______________________________________________________________________________

______________________________________________________________________________

(4) What are capital goods? Give several examples. ____________________________________
______________________________________________________________________________

______________________________________________________________________________

(5) How can companies benefit from capital investments? _______________________________

______________________________________________________________________________

______________________________________________________________________________

(6) How will our standard of living be improved if the United States invests more money in 

education and training programs? __________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

















































