Economics and Scarcity



Name:____________________________
What is Economics?
The study of choices that people make to satisfy their needs and wants.
It is the study of what makes up rational human behavior as we try fulfill our needs and wants.

What drives economic decisions?

Scarcity—the idea that all resources are limited, but people’s wants will always be unlimited.

This forces people to make decisions about how to use resources effectively.
Societies and Governments make these choices by answering three questions…

1. What goods and services should be produced?

2. How should they be produced? (Who will produce them?)

3. For whom should they be produced? (How will they be distributed?)

Brainstorming Activity: Can You Survive on Deserta?

You are all on a deserted island that is three miles long and one mile wide. The island is located in a large ocean. This island is not on any map.  No plane or ship passes it.  The plane, which brought you to the island, is sunk in deep water.  The last time you touched land was 1,500 miles away.  Nobody there knew where you were going.  All contact with others was lost.  Your radio went out when you were 1,000 miles away from your departure point.  You have not been on anyone's radar for 800 miles.  In either case, no message for help was sent. 

Through a miracle, no one was hurt.  You are as well as you are right now. 

Important Information about Deserta:

1. Broad sand beaches ring the island, but dense jungle covers hills in its center.

2. The jungle is rich in wild fruits and vegetables, but finding and picking them is dangerous and difficult.

3. A fresh water spring feeds a stream that flows into Happy Harbor Lagoon.

4. Palm trees in the jungle provide materials for making baskets, hats, lean to shelters, etc. Fibers from the trees can be used to make rope and fishing nets.

5. The ocean is rich in fish, but beware of the sharks.

6. You have only one book of matches.  If you want a fire, be prepared to keep it going around the clock. 

7. Violent thunderstorms pound the island almost every evening at this time of year.

8. During the day, the sun is usually bright and hot.

9. You weren’t planning for a camping trip.  You have only beach clothes and not food supplies.

Directions: In your group, decide together how to answer the following questions.

1.  What resources do you have? (Don’t forget your human resources: intelligence, imagination, energy and skills)

2.  What are your basic needs?

3.  What products do you need to make to meet your basic needs?

4.  What services are needed? (Gathering firewood, for example is a service)

5. How will you organize to produce these goods and services? (For example… should every person be responsible for meeting his or her own needs?) Explain your reasoning.

6. Should the leaders assign individuals to particular jobs? (For example… Will you have a government? What will be the organization, if any?)
7.  How will you distribute the goods and services that are produced? Will everyone be able to share equally? Explain your reasoning.

8. What will you do if some are lazy and don’t do their share of the work? Explain your reasoning.
