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Scarcity 

  Scarcity – is the fundamental problem facing ______________________; ______________________ wants and 

_______________________ resources to __________________________________________________ 

The Basic Economic Problem: 

  Humans' wants and needs are ______________________, while the resources needed to satisfy those wants and 

needs are ______________________ and ______________________ 

 - What makes something scarce? 

 o Something is scarce when it is both ______________________ and ______________________ 

 o e.g. -  ______________________, time, rest, __________________________________________ (north) etc. 

 o Scarcity applies to everyone 

 o Scarcity represents _________________________ problems that ___________________________________ 

 - Application Question 

  List three things that you feel are scarce in your life scarce? 

 1. _____________________________________________________________________________________ 

 2. _____________________________________________________________________________________ 

 3. _____________________________________________________________________________________ 

What is Economics? 

 o Economics – the study of ________________________; how individuals and groups seek to satisfy their 

_______________________ and _______________________ in light of scarcity 

Factors of Production 

 Factors of Production  - resources required to produce____________________________________________  

Factor of 

Production 

Description Examples 

  

 ______________________resources not created by human effort 

that are used to produce goods and services 

 The "______________________________________". 

 

  

 Labor – ____________________ and ____________________ that 

a person devotes to producing goods and services. 

 Labor resources are those provided by the ____________________  

and ____________________ of men and women.  

 

 

 1. Physical – also known as __________________________________, 

human made objects that are used to ________________________ 

2. Human capital – ______________, _________________________ 
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and specialized _____________________ of people 

3. Financial Capital - __________________, used by 

___________________________ to _________________________ 

______________________________________________________. 

  Entrepreneurs –  ambitious 

_________________________________ who organize the 

factors of production to 

___________________________________________________ 

 Entrepreneurs are the "________________________" who 

produce a good or service that they believe will 

________________________________________________ 

 

 

 
Factors of Production 

 
 
 
 
 
 
 



4 
 

 
 
 
 
 
Classify the Factors of Production in the following scenario:   
• You decide to order a pizza to satisfy your wants. First, you pick up the telephone and give your order to the owner 

that enters it into her computer. The information comes up on the chief baker’s monitor in the kitchen and he 
assigns it to one of his cooks. The cook uses his knowledge of mixing dough out of salt, flour, eggs, and milk.  The 
cook finishes mixing the dough, washes his hands in the sink, and prepares your pizza using tomato sauce, cheese, 
and sausage. He then places the pizza in the oven. Within 10 minutes the pizza is cooked and placed in a cardboard 
box. The delivery person then grabs your pizza, jumps in the company car, and delivers it to your door. 
1. Owner _________________________________ 
2. Computer _________________________________  
3.  Chief baker’s monitor _________________________________  
4. Kitchen _________________________________  
5. Cooks _________________________________  
6. Knowledge of mixing dough _________________________________  
7. Salt, flour, eggs, and milk _________________________________  
8. Sink _________________________________  
9. Tomato sauce, cheese, and sausage _________________________________  
10. Oven _________________________________  
11. Cardboard box _________________________________  
12. Delivery person _________________________________  
13. Company car _________________________________  

 
Determine 3 examples for each of the following Factors of Production: 
 

Land  Labor  Capital  Entrepreneurs  

1. 1. 1. 1. 

2. 2. 2. 2. 

3. 3. 3. 3. 

 

Needs vs. Wants 

 Need – a _______________________________________________________________________________  

 Eg. Food, ________________________________________________________  

 Want – not a basic requirement __________________________________________, a means of expressing 

a ____________________  

 E.g. cheeseburger, __________________________________________________________________  

 

Goods and Services 

 Good  – a _________________________________________________________________________ product  

 i.e. – Automobiles, Video Games, Cell Phones, CD’s, Tickle Me Elmo, etc…  

 Service – a __________________________________________________________________ that is 

performed for someone else  
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 i.e – ______________________________, Stock Broker, ______________________________, 

Dentist, ______________________________, etc..  

 
 
Goods and Services Chart 

Item Advertised Good/Service Want/Need Market 

    

    

    

    

    

Application Questions  

1. Why does scarcity apply to everyone? ___________________________________________________________ 

2. List a good and a service that you have purchased in the past month.  

Good ____________________________________ Service ____________________________________________ 

3. What is something that you have that might be considered a want by other societies? ____________________ 

 Explain why ________________________________________________________________________________ 

4. Last year, you were trying to make a decision on what kind of car you wanted your parents to buy you for 

your birthday. You had two choices: 1) 1984, Honda Accord for $2,000, or 2) 2010 fully stocked Infiniti 

G37 for $52,000. Which one of these would be considered a want, and which one a need and why? 

______________________________________________________________________________________

______________________________________________________________________________________  

5. “Hank” works two jobs, one in the morning and one at night. At his morning job he sells furniture at a 

furniture store. At his night job he works as a computer technician. Which one of his jobs creates a good 

and which provides a service?  

Furniture Store _______________________ 

Computer Technician _____________________________ 

6. Microsoft offers all of their employees the opportunity to attend the local university for a higher education, 

free of charge. What would be the motivation for investing in human capital? ________________________ 

________________________________________________________________________________________ 

7. Which factor of production is represented by each of the following?  

 An office building _________________________________________________ 

 An assembly line worker _________________________________________________ 

 A tree used to make paper_________________________________________________ 

 Oprah Winfrey ___________________________________________________ 
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Opportunity Cost, Trade-offs and the Production Possibilities Curve 

How People Make Decisions 

Choice Alternative Choices What would you have done if you didn’t 

come to class 

Coming to 

Economics Class 

 

 1.   

 2.  

 3.  

Tradeoff 

 alternatives that we ______________________________ whenever we choose ___________________  Trade-off–

_________________________________________________________________ 

  We always ________________________________________________________ to get something else 

  “There is no such thing as a __________________________________________.”  

  Individuals, businesses and society all face tradeoffs 

 Opportunity Cost – used by economists to measure the cost of  ______________________________; the value of 

______________________________________________  

 Next best alternative use of  ________________________,____________________ or ________________ 

Tradeoffs 

 Individuals and Trade-Offs–studying ___________________ vs. _________________________, watching TV 

or working out, etc.  

 Business Trade-Offs – producing _________________________vs. _________________________ 

 Society and Trade-Offs – “______________________ or ______________________”, military or consumer 

goods 

Decision Making Grid (Cost-Benefit Analysis) 

Alternatives Criteria 

 Immediate Long-Term Entertaining Immediate Necessary for 

 Satisfaction Benefits  Financial Benefits Long-term 

     success 

90 minutes of 

Sleep 

     

     

90 minutes of      
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Economics      

Thinking at the Margin 

 Margin - an __________________________ a _________________________________  

 Thinking at the margin – analyzing the _____________ and __________________ of 

___________________________________________ 

Links and Smiles 

Identify Factors of Production: 

1. Paper _____________________________ 

2. Pencil, scissors, roll of tape ________________________ 

3. Group members ______________________________ 

You will have 5 - 4 minute rounds of production:  

- Round 1: Make only smiles 

o 2 sheets folded in pattern a  

- Round 2: Make only links 

o 2 sheets folded in pattern b 

- Round 3: Make half smiles and half links 

o 1 sheet folded in pattern a 

o 1 sheet folded in pattern b 

- Round 4: Make half smiles and half links 

o 1 sheet folded in pattern a/b 

- Round 5: Make half smiles and half links 

o 2 sheets folded in pattern a 

o 2 sheets folded in pattern b 

Graph after each round:  

Links 

         

 

 

 

 

 

 

 

 

                                Smiles 

Round Smiles Links 

1   

2   

3   

4   

5   

32 

30 

28 

26 

24 

22 

20 

18 

16 

14 

12 

10 

8 

6 

4 

2 

 

 

 
0        2    4    6    8   10   12 14  16   18  20  22  24  26  28  30  32 

 

a) 

 

b) 
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1. What resources were scarce in the activity? ____________________________________________________________ 

2. What was the opportunity cost of producing all smiles? __________________________________________________ 

3. What was the opportunity cost of producing all links? ____________________________________________________ 

4. When did you experience underutilization/inefficiency? __________________________________________________ 

5. How does this relate to the real world?________________________________________________________________ 

6. What allowed you to produce at a point outside the curve? _______________________________________________ 

7. How does this relate to the real world?________________________________________________________________ 

Production Possibilities Curve Model 

What is the PPC Model? 

 Production Possibilities Curve Model – shows/illustrates the possible ________________________ of goods and 

services that can be __________________________________ by a single _____________________, 

_____________________ or _____________________given the productive resources available 

What does it show? 

 That nothing is ____________and that everything has an ______________________________________  

  If society wants ______________ of one thing then it must ___________________ something in return 

 Used to visually represent ___________________________ 

Basics of the Production Possibilities Frontier Model 

 

 

 

 

 

 

 

 

 

 

 

 

 What basic economic concepts can it be used to model? 

 _________________________ 

 _________________________ 

 _________________________ 

 _________________________ 

 _________________________ 
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 _________________________ 

 

Efficiency, Underutilization, Growth 
 Efficiency – what one is _____________________________________________; using resources in such a way as to 

_____________________________________________________  
o Points ____________________________  

 Underutilization (Inefficiency) – using fewer resources than an ________________________________________  
___________________________________________________________________________________________  

o Point ________ (Inefficient use of resources)  
 Growth (future technology) – the change in ability to ________________________________, reflects a  

________________________________________________________  
 New __________________________________________ (usually as a result of new technology)  

 
 

PPF Practice Problems 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

1.  Graph the following PPF and answer the questions below. 
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2. Answer the following questions based on the graph below 

 
Review - Guns or Butter PPF Application Questions 

1) How many guns can be produced when no butter is produced?         
____________  

2) How much butter can be produced when no guns are produced?  
 ___________ 
3) Imagine that a country wants to go from producing 0 guns to 40 

  Guns. What is the opportunity cost in terms of butter? 
____________ 

4) If the production decision was to produce at the (20, 45) point; 
What does this society care more 
about?_______________________________  
 

 

3. Graph the following data on the PPF and answer the following questions 

 

 

 

 

 

 

 

 
 

 
 
 
 
 
 
Opportunity Cost and Production Possibility Analysis 
Using the PPF you graphed in the figure, what is the opportunity cost to produce wool coats (in terms of TVs) for each of 

the following moves? 

Move:  

1) AtoB __________________ 

2) BtoC __________________ 

3) CtoD __________________ 

4) DtoE __________________ 

200 

180 

160 

140 

100 

80 

60 

40 

20 

120 

 5    10  15   20  25  30  35  40  45   50  55  60  
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4. Answer the following True/False questions based on this figure. 

1. If the economy were restricted to PPF0, point c would represent  

full employment.  _______________________________ 

2. From PPF0, a shift in the PPF curve to PPF1 could be caused by  

an underutilization in the production of TVs. 

_______________________________ 

3. Production at point f is not feasible no matter which PPF is  

applicable. _______________________________ 

4. If the economy moves from point a to point c on PPF0, the  

necessary reduction in wool coats to produce more TVs is  

referred to as opportunity costs. ____________________________ 

5. Devoting more resources to the production of TVs causes the  

PPF to shift from PPF0 to PPF2. _______________________________ 

 
5. Answer the following questions based on the graph below 

 

1. What do points Q, R, T and V represent? _____________________________________________________________ 
2. What does an efficient use of resources mean? ________________________________________________________ 
3. How much food and computers are being produced at point R? 

 Food ______________ 

 Computers ______________ 
4. If we move from point T to V, how many computers are gained and how much food is lost? 

 Computers gained ___________ 

 Food lost ____________ 
5. What is the term used to describe the cost of producing one item and giving up another? 

________________________________________ 
6. What terms could be used to describe this PPF if production was at the 5, 5 point of the graph?  

_______________________________________________________________________________________________ 
7. What might have caused the condition in the previous question? __________________________________________ 
8. Illustrate economic growth by labeling a “z” point on the PPC diagram above. 
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9. What are some factors that might contribute to economic growth? ________________________________________ 
_______________________________________________________________________________________________ 

6. Calculate the following opportunity cost based on the changes below. 

 

1) The opportunity cost of increasing production of Good A from 0 units to 1 unit is the loss of _______ unit(s) of Good B.  
2) The opportunity cost of increasing production of Good A from 1 unit to 2 units is the loss of _______ unit(s) of Good B.  
3) The opportunity cost of increasing production of Good A from 2 units to 3 units is the loss of _______ unit(s) of Good B.  
4) The opportunity cost of increasing production of Good A from 0 units to 2 units is the loss of _______ unit(s) of Good B.  
5) The opportunity cost of increasing production of Good A from 0 units to 3 units is the loss of _______ unit(s) of Good B.  
6) The opportunity cost of increasing production of Good B from 11 units to 12 units is the loss of _______ unit(s) of Good 

A.  
7) The opportunity cost of increasing production of Good B from 0 units to 11 units is the loss of _______ unit(s) of Good A.  

 
7. For the following Production Possibilities Model, curve “BB” is your starting point. For each of the following 

questions, indicate the curve you choose with two letters. 

 
1) Suppose massive new sources of oil and coal are found within the economy and there are major technological 

innovations in both capital and consumers goods in the economy. Which curve in the diagram would represent the 
new production possibility curve?__________  

2) Suppose there is a major technological breakthrough in ONLY the consumer goods industry, and the new technology 
is widely adopted. Which curve in the diagram would represent the new production possibilities curve? __________  

3) Suppose there is a major disaster in the economy, which causes the economy to produce significantly less capital 
goods and consumer goods. Which 2 letter curve represents the most likely production possibilities curve? 
___________ 

4) If “BB” represents a country’s current production possibilities frontier, what can you say about a point like x? 
________________________________________________________________ 
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5) If “BB” represents a country’s current production possibility frontier, what can you say about a point like y? 
__________________________________________________________________ 

8. The following data give the production possibilities of an economy that produces two types of goods, 
cloth (horizontal axis) and wheat (vertical axis). 
 

Graph the production possibilities frontier. 
 

 

 

 

 

 

 

 

1) Indicate by drawing an 'X' a point where production is currently unattainable. 

2) To achieve this currently unattainable production combination, what must happen? _______________ 

___________________________________________________________________________________ 

3) Indicate by drawing a 'Y' a point where production is currently inefficient; where the economy is currently 

underutilizing its resources. 

4) Calculate the per-unit opportunity cost of an increase in the production of cloth, or the production of 

wheat, in each of the following cases. 

a. Point A to Point B? Increase ___________ cloth, cost ____________ wheat 

b. Point E to Point F? Increase ___________ cloth, cost ____________ wheat 

c. Point C to Point D? Increase ___________ cloth, cost ____________ wheat 

5) In each of the following cases, circle what will most likely happen to the production possibilities frontier. 

a. There is a new tractor invented which improves wheat farming techniques  

 Shift outward from the original curve/shift inward from the original curve 

b. The productivity of all workers decrease 

 Shift outward from the original curve/shift inward from the original curve 

c. A new technology makes it more efficient to cut wheat and make cloth 

 Shift outward from the original curve/shift inward from the original curve 

 
 

Production 
Possibilities 

Cloth Wheat 

A 0 100 

B 5 90 

C 15 80 

D 30 65 

E 50 55 

F 75 30 

G 80 0 

80 

75 

70 

65 

60 

55 

50 

45 

40 

35 

30 

25 

20 

15 

10 

5 

 

 

 

      0    5   10  15  20  25  30  35  40  45  50  55  60  65  70  75  80  85   90  95 100 

 

 

 

 

Wheat 

Cloth 
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Study Guide - What is Economics? (Chapter 1) 

Scarcity and Factors of Production 

1. ____________________________ is the fundamental problem of economics, that people have unlimited wants 

but limited resources to satisfy those wants. 

2. Why can we argue that scarcity affects both the rich and the poor? _____________________________________ 

___________________________________________________________________________________________ 

3. Economics is the study of ______________________________________________________________________ 

4. Something that is necessary for life is considered a _____________________, while something that is not 

necessary, but expresses a need is a ________________________.  

5. A tangible product in economics is referred to as a ______________________, while a nontangible product that 

is performed for someone is referred to as a _________________________________. 

6. Identify the factors of production in the below table: 

Resource Factor of Production Resource Factor of Production 

Water  Tractor  

Scissors  Seeds   

Construction Worker  IPad  

Business Owner  Accountant  

Camera  Robots  

Computer  Cattle  

Personal Trainer  Russell Simmons  

Mechanic  Teacher  

Tomatoes  Office building  

Bill Gates  Taxi Cab  
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7. Complete the following tables based on the likely resources needed to complete the following tasks: 

1) Pizza Company 

Land Labor  Capital 

1)  1) 1) 

2)  2) 2) 

3)  3) 3) 

8. The acquired skills, education, training, etc. reflect an individual’s ______________________________________ 

Opportunity Cost 

9. Why do decisions involve tradeoffs? 

________________________________________________________________ 

10. ___________________________________ Cost is the most desirable alternative given up as the result of a 

decision. 

11. Explain why “there is no such thing as a free lunch” 

____________________________________________________ 

- Use the book, pgs. 10-11 for questions 12-16 

12. What were Karen’s two alternatives in figure 1.2. 

1) ________________________________________ 

2) ________________________________________ 

13. In figure 1.3, at what option does the added benefit of study time not increase as much? __________________ 

14. What does it say Karen should think about when making a decision at the margin? _______________________ 

___________________________________________________________________________________________ 

15. An individual should always make a decision when the marginal ____________ exceeds the marginal 

____________ 

16. Suppose that you can save $50 by buying your car in a different city. If the trip requires only $10 dollars in 

gasoline, is the trip worthwhile? _______________Why or why not? 

______________________________________________ 

17. The decision to come to economics class or to sleep in is a _____________________________ tradeoff. 

18. Apple’s decision to produce less of the iPod , but more of the iPhone represents a _____________________ 

tradeoff. 

19. North Korea’s decision to neglect the health of their citizens to build up their military is an example of a 

___________________________ tradeoff. 

Production Possibilities Frontier 

20. What does the production possibilities curve show? 

__________________________________________________ 

21. The most likely example of how the production possibilities frontier can grow outwards from an original curve 

(shift to the right)would be improvements in  ________________________________ 

22. Give an example of how of underutilization of resources might occur___________________________________ 

___________________________________________________________________________________________ 
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23. Atlantis is a small, isolated island in the South Atlantic. The inhabitants grow potatoes and catch fish. The 
accompanying table shows the maximum annual output combinations of potatoes and fish that can be 
produced. Obviously, given their limited resources and available technology, as they use more of their resources 
for potato production, there are fewer resources available for catching fish.  

 
 
 
 
 
 

 
a) Can Atlantis produce 500 pounds of fish and 800 pounds of potatoes? ________________________ 

b) Explain your answer for the previous question______________________________________________________ 

c) Where would this point lie relative to the production possibility frontier? _______________________________ 

d) What is the opportunity cost of increasing the annual output of potatoes from 600 to 800 pounds? ___________ 

e) What is the opportunity cost of increasing the annual output of potatoes from 200 to 400 pounds? ___________ 

f) What would we call it if we were producing 200 fish and 100 potatoes? _________________________________ 

g) What could have caused this to occur? ____________________________________________________________ 

 
 
Essential Questions: 

1. Why is scarcity a permanent condition? ____________________________________________________________ 

2. What are the four factors of production and an example of each? 

1) _____________________________________________________________________________________ 

2) _____________________________________________________________________________________ 

3) _____________________________________________________________________________________ 

4) _____________________________________________________________________________________ 

3. Why does every decision involve a trade-off? ______________________________________________________ 

4. What does opportunity cost measure? ____________________________________________________________ 

5. What does it mean to think at the margin? __________________________________________________________ 

 

200          

100     200    300   400      500    600     700          

             5                

400          

600          

800          

1000          
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Scarcity Article  

Go to: http://www.socialstudiesforkids.com/articles/economics/scarcityandchoices1.htm 

1. What is something that you could not live without that you currently have? _________________________________ 

2. What items are given as possible examples of things that someone might not be able to live without? 

_______________________________________________________________________________________________ 

3. Where does the word scarcity come from; what does it mean? ___________________________________________ 

4. Why are some fruits and vegetables scarce in markets at certain times? ____________________________________ 

_______________________________________________________________________________________________ 

5. How does scarcity affect demand? __________________________________________________________________ 

6. What product went scarce in the 1970's? _____________________________________________________________ 

7. How does scarcity relate to supply and demand? _______________________________________________________ 

8. What does scarcity cause us to do? __________________________________________________________________ 

9. How does scarcity affect price? _____________________________________________________________________ 

10. What happens when you don't have enough money to buy everything you want? ____________________________ 

11. What creates scarcity in the Harry Potter example? ____________________________________________________ 

12. How does the power of scarcity force you to make difficult decisions? ______________________________________ 


