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	Economics; Week 10

	CA State Standards: 12.3.1; 12.3.3


In the last section, we began looking at the affects that the government can have on an economy – specifically the US economy.  That began with looking at taxes, in this section we will look briefly at the idea of regulation.  Maybe even more so than taxes, the idea of regulation is very comprehensive and confusing.  Because of these complexities, we will look at regulation this week, and what it means.  In next week’s lesson we will assess how both taxes (taxation) and regulation (rules imposed by the government) affect the economy.
Because “regulation” or rules set up on business by the government is so complex, we are going to explain what regulation is and the spirit of regulation, and then explore one specific area of regulation.  One topic that seems to be popular in recent times is the idea of “going green” or being more environmentally friendly.  This craze can have to do with recycling efforts, whether global warming exists or not and such things as wilderness preservation.  Before it was cool to “go green” – the government was already working on special efforts to preserve and protect different aspects of the environment.  Some of these efforts have succeeded, some have failed, some have hurt businesses and industry while others have created some jobs.

We will focus on the idea of environmental regulation in this lesson to get a snapshot view of government affecting the economy.  A “regulation” in economics is a rule that the government puts on companies.  In the case of this week’s focus, certain rules have been placed on different companies in an effort to protect the environment.  Such regulation includes the Endangered Species Act.  An “endangered species” is when a particular animal (or even plant, insect or bird) is at the point where their population has declined so much that they are at risk of going away forever and never coming back.  If an animal, plant, insect or bird dies off and there are no others in the world – then that species has gone extinct.  An easy example of extinct animals are the dinosaurs.  They were once on earth, they all died out – to ever live again (except in the imaginations of people who watch the movie Jurassic Park) – and now they are extinct.  
In the past few years, the “Spotted Owl” has become the center of a heated debate between lumberjacks (guys who cut down trees for a living), the government and environmentalists (an environmentalist is a person who believes in or works to protect the environment).  The spotted owl is a bird that was listed as being “threatened.”  That means the government decided that so many of these birds were dying and losing their habitat (habitat is the specific type of area that animals live in) that they were “threatened.”  If nothing was one to protect the spotted owl, then it risked becoming endangered and then possibly extinct.
To protect the spotted owl, the government decided that large areas of forest could not be cut down because the habitat of the spotted owl needed to be protected.  The lumberjacks and the companies that work to cut down trees to be sold for lumber were very upset.  The companies were not allowed to cut down massive areas of trees (trees are the goods that those companies sold) so they were losing a lot of potential money.  The lumberjacks, the guys who actually cut down the trees were super upset because if they were not allowed to cut down those trees, then they may lose their jobs.  No one ever likes losing their job – especially when that is all you know how to do!!!

So this left everyone in a strange situation.  The government won, and the trees and forest that housed the spotted owl were protected.  The government setup a regulation on the companies giving them rules about what they could and could not do.  The companies then suffered and lost money because of that.  Because the companies lost money, they paid less in tax dollars to the government.  Because some lumber jacks lost their jobs, they had less money to be taxes, and to spend and pay sales tax on.  BUT – the habitat of the spotted owl was preserved.  

One of the important things you will need to take from this class is the experience of deciding as an adult what role you believe the government should be playing in the lives of both individuals and businesses.  The spotted owl example is just one for of government regulation that affects the economy.  There are many other examples.  Some students will decide that the spotted owl is important to save and other students will think that the jobs of the lumberjacks are more important than these birds.  In the activity/assignment for this section, it will be up to you to decide how you feel about government regulation and the economy. First, read this excerpt from ENCARTA on the spotted owl:
The Spotted Owl has the “common name for a dark brown owl found in the dense old-growth forests of British Columbia, the Pacific Northwest, and south through central Mexico. There are three subspecies of the spotted owl: the northern, California, and Mexican spotted owls. 

The spotted owl ranges from 42 to 48 cm (16.5 to 19 in) in length. Its plumage is dark brown with spots of white on the chest, and the sexes are similar in appearance except that the female is larger than the male. The spotted owl has a puffy round head and face and large dark eyes. 

The spotted owl feeds mainly on rodents, including wood rats and deer mice, and other small mammals, such as rabbits and bats; it also eats some birds, reptiles, and insects. The edge of the feathers have a special fringe that enables the spotted owl to fly silently and surprise its victims, making the owl well suited for night hunting. It hunts primarily by watching from a perch, then flying out to capture prey with its sharp talons. 

The male spotted owl defends his territory by calling at dusk and at night. His loud, deep calls, which sound somewhat like a barking dog, can echo for great distances in the forest. The mating pair usually nests in the top of a large hollow tree. No nest is built, but the same site is often used for life. The female incubates, or warms, the two or three white eggs by sitting on them for about 32 days. The male feeds the female as she cares for the eggs. Newly hatched young are covered with soft feathers, or down, but still depend on their parents for food and protection. They are usually able to fly about 36 days after hatching. 

The northern spotted owl has been the focus of recent controversy because of its special breeding requirements. It does not normally breed in second growth forests (areas that have grown back after being cleared). In order to breed successfully and gather enough food for its young, a single pair of spotted owls requires about 40 hectares (about 100 acres) of old-growth forest, typically among redwoods, Douglas fir, spruce, or hemlock. Spotted owl populations have declined as their natural breeding grounds have been clear-cut or developed. 

In 1990 the United States Fish and Wildlife Service listed the northern spotted owl as a threatened species and limited the legal sale of timber from areas where it is known to nest. Because the trees on 100 acres of old-growth forest are worth more than $1 million, this action has created conflict between people in the logging industry, who want to harvest valuable timber resources and protect numerous jobs, and conservationists, who want to protect old-growth forests. In 1993 the Mexican spotted owl was also listed as threatened. 

The overall population decline of the northern spotted owl has continued into the 21st century. In addition to threats of habitat loss from logging and forest fires, the northern spotted owl faces competition from the barred owl, a larger species that is more aggressive and adaptable. In some areas, populations of barred owls have displaced resident spotted owls. Barred owls may prey on spotted owls as well. The two species can also interbreed, resulting in hybrids that are sometimes fertile. The barred owl was originally an East Coast species that has steadily moved west across the United States. 

West Nile virus poses an additional threat to the northern spotted owl. The disease is spread by mosquitoes and is carried by birds. The virus has killed large numbers of owls in the eastern United States. West Nile virus has been reported in bird populations on the West Coast. Members of the crow family, raptors, and owls appear to be especially susceptible and have a high death rate after infection” (http://encarta.msn.com/encyclopedia_761587892/Spotted_Owl.html). 

Assignment/Activity:

For the following terms, explain each one in your own words.  You must demonstrate a clear understanding of the term.

1.  Economics

2.  Goods

3.  Taxes

4.  Regulation

For the following prompts, make sure you follow the directions completely:

5.  This lesson gave you one example of government regulation.  At this point, do you think that government regulation is good, bad or depends on the situation?  WHY do you think that?  Can you think of other things the government regulates?  Explain your answer in a 500 word response.  

