EOCT Review
Part 3
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.

SSEMI1 The student will describe how households, businesses, and governments are interdependent and interact through flows of goods, services, and money. 
a. Illustrate by means of a circular flow diagram, the Product market; the Resource 

market; the real flow of goods and services between and among businesses, 

households, and government; and the flow of money. 

b. Explain the role of money and how it facilitates exchange. 

SSEMI4 The student will explain the organization and role of business and analyze the four types of market structures in the U.S. economy. 
a. Compare and contrast three forms of business organization—sole proprietorship, 

    partnership, and corporation. 

b. Explain the role of profit as an incentive for entrepreneurs. 

c. Identify the basic characteristics of monopoly, oligopoly, monopolistic competition, 

    and pure competition. 

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.

- reading and interpreting circular flow charts that show the characteristics of and relationships that exist among households, businesses, and governments

- examining the product market and the resource market

- money as a medium of exchange

- advantages and disadvantages of sole proprietorships, partnerships, and corporations

- entrepreneurs and entrepreneurship in a market economy: roles, significance, and effects

- characteristics of monopolies and oligopolies

- characteristics of monopolistic and oligopolistic market structures

- pure competition

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 Interdependence
Standard(s): 

Illustrate by means of a circular flow diagram, the Product market; the Resource market; the real flow of goods and services between and among businesses, households, and government; and the flow of money.
Explain the role of money and how it facilitates exchange.
Content Descriptor(s): 

- reading and interpreting circular flow charts that show the characteristics of and relationships that exist among households, businesses, and governments

- examining the product market and the resource market

- money as a medium of exchange

What to know: 


In our economy, we rely on each other to have the quality of life that currently exists. This reliance on each other is called economic interdependence. Consumers rely on producers for the products they want and need. Producers need consumers to buy their products and to provide the producer with the resources (such as labor) needed to make the product. This interdependence can be illustrated in a circular flow model. The government can act as both a consumer and a producer in the circular flow model. There are two types of markets in the circular flow model: the Resource Market (factor market) and the Product Market. In the Resource Market, businesses exchange money for the resources that individuals own. In the Product Market, individuals exchange money for the finished products being sold by businesses. One of the keys to making this system work is the role of money. The key role of money is its value as a medium of exchange. 
Practice Questions:

(1) A circular flow model tracks the movement of what two economic elements through the economy?

A   time and effort

B   power and money

C   money and resources

D   resources and productivity



(2) Money loses its value when it

	A
	becomes too portable.
	
	

	B
	is divisible.
	
	

	C
	is durable.

	D
	becomes too plentiful.
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(3) In the above economic model, households are buying goods and services from businesses in the _______________ market, while businesses are buying the factors of production from households in the _________________ market.

A   product, resource

B   capital, individual

C   buying, selling

D   goods, capital

(4) Use the space below to draw and label a circular flow model. Make sure to illustrate the government’s role in the economy.

Concept 2: Forms of Business Organization
Standards: 

Compare and contrast three forms of business organization—sole proprietorship, 

partnership, and corporation. 

Explain the role of profit as an incentive for entrepreneurs. 

Content Descriptor(s): 

- advantages and disadvantages of sole proprietorships, partnerships, and corporations

- entrepreneurs and entrepreneurship in a market economy: roles, significance, and 

effects

What to know: 


There are three types of business organization. They are sole proprietorship, partnership, and corporation. A sole proprietorship is a business with one owner. The sole proprietor gets to keep all the profits, but also has unlimited liability.  A partnership is a business with more than one owner. Partners split their profits with each other, but also have to share in the losses as they have unlimited liability. A corporation is a business that is viewed by the government as an individual. People who own a corporation are called stockholders or shareholders. Stockholders get to share in some of the corporations profits, and have limited liability in terms of the company’s losses or debt.

Entrepreneurs are key to the success of a market economy. Their ability to read consumer demands allow for resources to be allocated toward the products that consumers really need and want. Profit incentive or profit motive ensures that consumer demand is met. 
Practice Questions:



(1) Darvel decides to start his own business. He borrows money from the bank to start the business. Darvel gets to keep all of the profits, but is also responsible for any debt. What type of business organization is Darvel using?

	A
	corporation
	
	

	B
	partnership
	
	

	C
	sole proprietorship

	D
	oligopoly


(2) A partnership has two major disadvantages when compared to a corporation. Which of the following lists two disadvantages of a partnership?

A   Partners keep the profits and the business has unlimited life.

B   Partners have unlimited liability and the business has limited life.

C   Partners have limited liability and share the responsibility.

D   Partners have to get along and the business is motivated by profit.
(3) What are the advantages of owning a corporation over the other forms of business organization?  

_____________________________________________________________________________

_____________________________________________________________________________

(4) Why are entrepreneurs important in a market economy? _____________________________

_____________________________________________________________________________

_____________________________________________________________________________

(5) What is profit incentive (motive) and why is it so important in a market economy? _______
_____________________________________________________________________________

_____________________________________________________________________________



(6) Amber decided to open up her own clothing store. She hopes to sell dresses, skirts, and other types of women’s clothes. As a sole proprietor, what will be Amber’s biggest disadvantage?

	A
	hard to raise money
	
	

	B
	inexperience with all the latest styles
	
	

	C
	unlimited liability

	D
	unlimited life




(7) Joshua is part owner of a corporation. Every quarter he receives a small dividend and has recently seen the value of his stock increase. Which of the following terms best represents Joshua’s role in this corporation?

	A
	shareholder

	B
	central planner

	C
	CEO

	D
	proprietor





(8) In our economic system, producers are quick to react to the demands of consumers. Which of the following best explains why this is true?

	A
	desire among producers to make others happy

	B
	desire among producers to make a profit

	C
	desire among producers to give to charity

	D
	the government makes producers react to the demands of consumers


Concept 3: Market Structures
Standards: 

Identify the basic characteristics of monopoly, oligopoly, monopolistic competition, and 
pure competition. 

Content Descriptor(s): 

- characteristics of monopolies and oligopolies

- characteristics of monopolistic and oligopolistic market structures

- pure competition

What to know: 


Market structures represent the level of competition within a specific industry. There are four types of market structures you need to be familiar with: pure competition, monopolistic competition, oligopolies, and monopolies. Pure competition is characterized by many buyers and sellers, identical products, and the fact that no single producer has any control over price. Agricultural products can be in pure competition because there are many farmers who grow identical products and have no control over price. Monopolistic competition is characterized by many buyers and sellers, products that are not identical, and some control over price. Oligopolies are industries with only a few large producers who have some control over price. An example of an oligopoly would be the automobile industries because there are only a few companies in the industry and each has some control over price. Monopolies have a great deal of control over price because they have no competition.
Practice Questions:

(1) ACME Bread, Inc. makes bread and pastries. They have numerous competitors, but still get to charge a fairly high price because their quality is high and their items have different flavors than their competitors. What type of market structure does ACME Bread, Inc. compete in?

A   pure competition

B   monopolistic competition

C   oligopoly

D   monopoly

(2) Firm X is one of only a few large firms in their industry. Due to this situation, Firm X has some control over price. What type of market structure does Firm X compete in?

A   pure competition

B   monopolistic competition

C   oligopoly

D   monopoly

(3) If Coke and Pepsi were to merge together to form one company, then they would be able to control the price in their industry. The type of market structure represented in this example is

	A
	pure competition
	
	

	B
	monopolistic competition
	
	

	C
	oligopoly

	D
	monopoly




(4) John is a farmer from Ephesus. He grows corn on his farm. If the market structure for corn growers is pure competition, then which of the following would be true?

	A
	John can improve his corn to make it better than his competitors.
	
	

	B
	John will set his own price.
	
	

	C
	John will be unable to control the price of his corn.

	D
	John will always be able to sell his corn for a profit.


(5) Pure competition is characterized by all of the following EXCEPT
	A
	a large number of buyers and sellers.
	
	

	B
	identical products.
	
	

	C
	sellers acting together to set prices.

	D
	well-informed buyers and sellers.




(6) Monopolistic competition is separated from pure competition by





A   collusion.


B   product differentiation.


C   profit maximization.


D   imperfect competition.
(7) Compare and contrast the four types of market structures by identifying the number of firms in each type and detailing the control the firms in each type have over price.
______________________________________________________________________________
______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

















































