Basic Concepts

1. Does a good fixed in supply mean this good will be scare?

2. .There is very little air in mountainous areas .So ,air is scarce there .Do you agree?

3. Do rich people have to face the problem of scarcity? 

4. John has a day-off. He can use the time to clean his house or go on a picnic with his friends.

a. if he decides to clean his house, what is his   cost?

b. decide if his of cleaning the house is changed in each of the following situations:

    I the cleaning work is very heavy and he is totally exhausted.

    ll he learns that his close friend ,Peter, did not go on picnic.

    lll one of his friends tells him over the phone that the picnic has been cancelled.

5. Tammy has $500. The following list shows her preference in using this $500.

First choice:       Economics reference books

Second choice:    Dress

Third choice:      Concert ticket

a. What is the cost to Tammy of having the economics reference books?

b. Does the cost in part a. change if there is a 50%reduction in the price of dress that Tammy wants to buy?

6. In terms of cost, explain why medical doctors in Hong Kong seldom change their occupation. 

7. In Hong Kong, nine-year free and compulsory education is provided by the government. Is free education a free good from the society's view point?

8. Give an example of oxygen when it is regarded as a free good and another example when it is an economic good.

9. Indicate whether the goods below are capital goods or consumer goods.

a.  A taxi used by a taxi-driver for a pleasant ride with his family.

    b.  A hi-fi system installed in a karaoke bar.

c.   The building occupied by a factory.

d.   A hamburger bought by a student for a snack.

e.   The tools used by a carpenter for making furniture.

10. State whether the following activities can be regarded as production :

a. You help your mother in doing housework .

b. You sell flags for a charitable organization on Saturday.

c. A retailer buys some goods from a wholesaler and resells them to you at a higher price .

d. A policeman patrols the streets.

e. A seller keeps his goods in a warehouse during the summer and waits to sell them during the winter sale.

11. Indicate which 'question of resource allocation' each of the following statement refers to:

a. Hong Kong manufacturers need to use more high-technology machines in their production to compete with other Southeast Asian manufacturers.

b. To encourage the widespread use of information technology, each freshman admitted to the University of Hong Kong will be given a discount to purchase an IBM notebook computer .

c. The government decides to construct a new railway system. 

