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Unit 1: Fundamental Economic Concepts
Main Topics: Voluntary Exchange, Profit Motive, Consumer Sovereignty, Competition, Government Regulation
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American Free Enterprise
Role of the Consumer
· Consumer Sovereignty - in a _______________ market, ____________________ determine the goods that are produced; this makes them ________________________________ over production in an economy.
· Consumers have the right to make _____________________________________, in a free enterprise system.
· When consumers buy products, they _______________________ to producers ___________________________ and ________________________________________


Role of the Government
· Government acts a ___________________________, protector, and _______________________________
· Government has the responsibility to protect ________________________________, ________________________________,  and other ____________________________________________

Role of the Government as Informer
· Make sure that producers provide __________________________________________________
· Consumers use govt. info. to protect themselves from _____________________________________________ and _____________________________________________
· __________________________________ consumers make the free market system work ________________________________________
· Public disclosure laws – require companies to give consumers __________________________________________________________________________________________

Role of government as a protector
· ______________________________ and __________________________ agencies regulate industries whose goods and services affect the ___________________________ of the public. 
· Though they do not control it, they impose various restrictions on the private market
· Gas stations must dispose of _____________________________________________
· Zoning laws prevent homeowners from ________________________________________________


















Major Regulatory Agencies, pg. 55
	Agency
	Year Created
	Full Name
	Role

	FDA
	
	
	

	FTC
	
	
	

	FCC
	
	
	

	FAA
	
	
	

	EEOC
	
	
	

	EPA
	
	
	

	OSHA
	
	
	

	CPSC
	
	
	

	NRC
	
	
	



Negative Effects of Regulation
· Government regulation can have ___________________________________________________________
· Negative effects:
1. Government rules can _____________________________________________
2. Stifled competition _____________________________________________
3. Increase of governmental spending _____________________________________________

Public and Private Sector
· Public sector- the part of the economy that involves ____________________________________________
· Private sector- the part of the economy that involves ____________________________________________





Providing Public Goods and Services
· Public Good - A shared ____________________________ for which it would be impractical to make consumers _____________________________and to exclude ___________________________________
· Identify the public goods on pg. 63 _____________________________, _____________________________, _____________________________, _____________________________, _____________________________, _____________________________


Free Rider Problem
· A free rider is someone who would _________________________________________________________
but who would ________________________________________ if it were provided as a public good 

Market Failure
· The market, ______________________, does not __________________________________
· Free rider, _______________________________, __________________________________________________________,etc.

Externalities
· Externality - Is an economic ______________________________ of a produced good/service, positive or negative, by someone other than the person deciding how much to ____________________________________
· Negative Externality – negative effects experienced by people that had no part in the consumption of a good or service 
· Cigarette smoker, chemical waste dumping, foreclosures and property values, etc. 
· 


Technology in the Private Sector
· How can we experience a shift in the PPF _________________________?
· Technology – the process used to ___________________________________________
· Improvements in technology allow economies to produce more _________________________ from a smaller amount of ___________________.
· Farming ___________________________, ___________________________, computers, etc. 

Productivity
· Productivity - a measure of output from a production process, per unit of input.
· Productivity can be increased by improved through the following:
· Increased ________________________________, better ________________________________, ________________________________, educated _________________________, trained _____________________________. 



