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Introductory Economics

You have been exposed to a general description of the meaning of economics.

What have you learned so far? So far you should have in mind that economics

is a social science that studies how the scarce resources (land, labor, capital,

and entrepreneurship) are used. Scarcity is a situation that we cannot eliminate.

We have to choose how to use those scarce resources since not all wants can
be satisfied.
One concept builds on another — scarcity, choice, opportunity cost. But

don’t lose perspective. All that we are doing is describing the conditions

imposed upon us by the real world. We are identifying and explaining the

circumstances that make necessary the study of economics. Remember that this
chapter is just an overview, and now you are ready to begin another chapter to
explore the main tool economists use to study scarcity, models.

» Key Concepts

economics entrepreneurship
goods and services free good
resources scarcity

land allocate

labor opportunity cost
capital social science

» Discussion Questions

1.

In your backyard you raise tomatoes to sell. What are the inputs used and how
would an economist classify them as scarce resources? The scarce resources are
land, labor, capital, and entrepreneurship.

. Is money a scarce resource? Isn’t our problem really not having enough

money?
Sometimes time and technology are suggested as resources. Which resource
already defined includes time? Technology?

4. How would an economist interpret the expression, “It’s not worth it.”

Disney charges one fee to enter its park and no fee for the individual rides.
What is the opportunity cost of a ride at Disney? What is scarce for the average
park visitor?

A lemon-scented dishwashing soap was distributed as a free sample. Some
people mistakenly thought it was a lemonade mix and served it. Was this sample
free? Is any sample really free?
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7. What is the opportunity cost to the student of a college education? The parents?

The society?

8. How can seed corn show the choice between present and future consumption?

» Self-Review

e Fill in the blanks

good

land, labor

capital, entrepreneurship
scarcity

choose
alternative
opportunity

social

scientific

e Multiple choice

Anything that satisfies a want is a . The factors of
production needed to produce goods are , ,
, and . Because human
wants are unlimited and resources are limited,
results. Because there are not enough resources to produce
all the goods that are desired, we must how to
use the resources we have.
Resources have
what you did not choose is the
what you did choose. Economics is a
social science studies aspects of human behavior through
application of the method.

uses. The value of
cost of
science. A

1. Economics focuses on:

a. people and how resources are used to satisfy human wants.

b. money.
c. banks.

d. government control of the economy.

2. A resources is scarce if:

a. there is not very much of it.

b. it is not needed or wanted.
c. the quantity people want is more than is available.

d. there is more available than people want.

3. Select the free good.

a. The lunch your friend buys you.
b. Your winnings in the lottery.
c. Hand-me-down clothes.
d. None of the above.
4. Jill spent $15 on a new skirt. Then she saw a blouse for $15 that she liked
better than the skirt. What was the opportunity cost of the skirt?

a. $15.
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b. The blouse.
c. Nothing since both cost $15.
d. Cannot be determined.

. Opportunity cost occurs because:

a. resources are scarce.
b. resources have alternative uses.

¢. we must choose how to use our resources.
d. all of the above.
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