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Topic 1 Fundamentals of Economics
 1. Lesson 1 Scarcity 

   Scarcity Means Making Choices

   People have to make decisions about how to meet their needs and wants. A need is something people    
   must have to survive, like air, food, and shelter. A want is something that people would like to have but   
   is not necessary for survival. Economics is the study of how people choose from limited resources to 
   meet their needs and wants.
	
    Terms:
1. Need _________________________________________________________________
2. Want:______________ __________________________________________________
3. Goods: ________________________________________________________________	
4. Services: ______________________________________________________________
5. Economics: ____________________________________________________________
6. Shortage: ______________________________________________________________
7. Entrepreneur: ___________________________________________________________
8. Factors of Production: ____________________________________________________
9. Land: __________________________________________________________________
10. Labor: ________________________________________________________________
11. Capital: _______________________________________________________________
12. Physical Capital: ________________________________________________________
13. Human Capital: _________________________________________________________

Study class notes in notebook, worksheets and past quizzes.

2. Lesson 2 Opportunity Cost and Trade offs

Scarcity Means Making Choices 

People have to make decisions about how to meet their needs and wants. A need is something people must have to survive, like air, food, and shelter. A want is something that people would like to have but is not necessary for survival. Economics is the study of how people choose from limited resources to meet their needs and wants.

Terms
1. Trade-off: __________________________________________________________________________
2. Guns or Butter: ______________________________________________________________________



3. Opportunity Cost: ____________________________________________________________________
4. Thinking at the margin:________________________________________________________________
5. Cost/benefit analysis:_________________________________________________________________
6. Marginal Cost: ______________________________________________________________________
7. Marginal Benefit: ____________________________________________________________________

3. Lesson 3 Production Possibilities Curves

Production Possibilities

Economists use graphs to show different ways of using an economy's resources. These graphs are called production possibilities curves. For example, an economist might want to examine the production of shoes and watermelons. A production possibilities curve can show how the number of shoes produced is affected by the number of watermelons grown. As the number of watermelons produced is increased, the number of shoes produced will decrease. This happens because land is scarce. There isn’t enough land for both watermelon farms and shoe factories. 

Terms:
1. Production Possibilities Curve: _________________________________________________________
2. Production Possibilities Frontier: ________________________________________________________
3. Efficiency: __________________________________________________________________________
4. Underutilization : ____________________________________________________________________
5. Law of Increasing Cost: __________ _____________________________________________________


Topic 2 Free Enterprise and Other Economic Systems

1. Lesson 1 The Three Key Economic Questions

Three Basic Economic Questions

A society must answer three basic economic questions. These questions are shown in the graphic organizer below. Societies answer these questions to decide how to use their scarce resources. The way a society answers them defines its economic system. An economic system is the method a society uses to produce and distribute goods and services.

Terms:
1. Economic System: ___________________________________________________________________
2. Factor Payments: ____________________________________________________________________
3. Profit: _____________________________________________________________________________
4. Safety Net : ________________________________________________________________________
5. Standard of Living: ___________________________________________________________________
6. Innovation: _________________________________________________________________________
7. Traditional Economy:_________________________________________________________________

Topic 3
1. Lesson 1 Fundamentals of Demand

In economics, demand is the desire to own something and the ability to pay for it. The law of demand states that the lower a good’s price, the more consumers will buy. And the opposite is also true—the higher a good’s price, the less consumers will buy. For example, people will demand less pizza slices if the price increases from $3 to $4. They will demand more pizza slices if the price drops from $3 to $2.
The law of demand helps produce two patterns of behavior. The first is known as the substitution effect. The substitution effect says that as the price of one good rises, people are likely to choose a different, or substitute, good. When the price of pizza goes up, people are likely to choose a less expensive substitute. In the same way, if the price of pizza were to drop, diners might substitute pizza for other more expensive menu items.
Sometimes an increase in the price of pizza may cause consumers to simply buy less pizza without increasing purchases of other goods. This behavior is known as the income effect. The income effect is the change in consumption that results in response to changes in price. It occurs when the price for pizza and other goods rises since people can no longer afford to buy the same combination of goods. In response, they cut back on their purchases.
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Terms: 
1. Demand: __________________________________________________________________________
2. Law of Demand: _____________________________________________________________________
3. Quantity Demanded: _________________________________________________________________
4. Substitution Effect: __________________________________________________________________
5. Income Effect: ______________________________________________________________________
6. Demand Schedule: ___________________________________________________________________
7. Market Demand Schedule: ____________________________________________________________
8. Demand Curve: _____________________________________________________________________



Lesson 2 Shifts in Demand
Changes in Demand
The law of demand relates to how price affects demand when all other factors stay the same. When we assume that nothing besides the price changes, economists call this assumption ceteris paribus. Ceteris paribus is a Latin phrase that means “all other things held constant.”
Sometimes increases or decreases in demand are not connected to price. Other factors can also come into play, such as news reports or weather. When these other factors change, we no longer move along the demand curve. Instead the entire curve shifts. This shift of the entire curve is what economists refer to as a change in demand.
Terms:
1. Ceteris Paribus: _____________________________________________________________________
2. No-Price Determinants: _______________________________________________________________
3. Normal Good: ______________________________________________________________________
4. Inferior Good: ______________________________________________________________________
5. Demographics: ______________________________________________________________________
6. Complements: ______________________________________________________________________
7. Substitutes : _______________________________________________________________________

Lesson 3 Elasticity of Demand

Elasticity Defined
Economists use the term elasticity of demand to describe the way people respond to price changes. If you keep buying despite a price increase, your demand is inelastic. If you buy a lot less after a small price increase, your demand is elastic. Demand tends to be inelastic for goods that have few substitutes, like medicines, or for goods that are considered essential, like milk. Demand is often elastic for luxury items.
Economists use a mathematical formula to measure elasticity of demand. They take the percentage change in the quantity of the good demanded, and then divide by the percentage change in the price of the good. This formula calculates the ratio of change in demand to the change in price. If there is less than a one-to-one ratio of change in demand to change in price, demand is inelastic. If there is a greater than one-to-one ratio, demand is elastic.
Terms
1. Elasticity Of Demand: _______________________________________________________________
2. Inelasticity: _______________________________________________________________
3. Elastic : _______________________________________________________________
4. Unitary Elastic : _______________________________________________________________
5. Total Revenue: _______________________________________________________________


Lesson 4 Fundamentals of Supply

The Effect of Price on Supply
Supply is the amount of a good or service that is available to buyers. How much of a good or service is supplied at a certain price is called the quantity supplied. The law of supply says that firms will offer more of a good or service as its price increases and less as its price falls.
The reason that price affects how much of a good or service is offered is profit. If the price rises, but the firm’s costs of making the good stays the same, the firm will earn a higher profit. Similarly, if the price goes down, the firm will earn less profit or even lose money.
Prices rise and fall all the time. Often prices rise and fall when goods are popular for only a short time. More firms will enter the market when prices rise. Sometimes firms will drop out of the market if the price falls too low.
Terms
1. Supply: _____________________________________________________________________
2. Law or Supply: _______________________________________________________________
3. Quantity Supplied  ____________________________________________________________
4. Supple Schedule  _____________________________________________________________
5. Variable ____________________________________________________________________
6. Market Supply Schedule _______________________________________________________
7. Supply Curve ________________________________________________________________
8. Market Supply Curve __________________________________________________________
9. Elasticity of Supply ____________________________________________________________

Lesson 3: Elasticity of Demand
[bookmark: _GoBack]Elasticity Defined
Economists use the term elasticity of demand to describe the way people respond to price changes. If you keep buying despite a price increase, your demand is inelastic. If you buy a lot less after a small price increase, your demand is elastic. Demand tends to be inelastic for goods that have few substitutes, like medicines, or for goods that are considered essential, like milk. Demand is often elastic for luxury items.
Terms
1. Elasticity of Demand: __________________________________________________________
2. Inelastic: ____________________________________________________________________
3. Elastic: _____________________________________________________________________
4. Unitary Elastic: _______________________________________________________________
5. Total Revenue: _______________________________________________________________
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EFFECTCAUSE



•�Prices go down … •�Quantity demanded goes up.



Law of Demand



•�Prices go up …    •�Quantity demanded goes down.











