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	Economics; Week 11

	CA State Standards:  12.3.1, 12.3.2, 12.3.3 


This lesson concludes the study of how the government influences and affects the economy.  All countries have some form of government and all countries have economies.  The decisions that these governments make regarding the amount and type of taxes they charge their citizens and the rules and regulations that the government places on businesses and companies all have an impact on the economics of that country.  Remember that Economics is the study of goods being produced, sold or traded and for what price.  
The way that government affects our definition of Economics is by the following:

Taxes: the more money people pay to taxes, the less they have to spend on other things.  Remember our discussion of wants and needs?  People focus on buying their needs before their wants.  So if the government decides to raise sales tax, then that makes it more expensive to buy things.  When it is more expensive to buy things, then people will have less money available to spend.  People will continue to buy things to meet their needs (like groceries, rent/mortgage, etc).  There will be less “wants” in life that people can afford.  This can affect the price that businesses and companies can sell things for.  As the price businesses and companies sell things for drops or as they sell less.  This then affects how much of things are produced and can ultimately result in people losing jobs.

Rules and Regulations:  As we saw with the spotted owl example in the last lesson, sometimes the government makes rules and regulations about what businesses can an can not do.  This often affects how much it costs for a business or company to produce things, or to sell them.  This affects goods being produced and also the price of those goods.  Sometimes rules and regulations from the government force businesses to go out of business or to lose money resulting in people losing their jobs.

From the above two explanations, it may seem like taxes and rules/regulations by the government hurt people and businesses.  Some times they do.  But, we must also remember that the way that government survives and provides services to us is through taxes.  Without the government charging income tax to people, then there would be no money for the military.  Without money for the military, any country could invade the US and take us over.  That would be bad.  With sales taxes and property taxes, cities could not pay for police or firefighters or our schools.  Without police, there would be chaos and law and order.  Police keep us safe, firefighters keep us safe and schools educate us so that we can get jobs and make money.  

Rules and Regulations by the government are also created to help protect people, the environment and to keep businesses and companies from doing things that would cause danger to the country.   Like with the spotted owl, the government made those rules and regulations to protect an animal that was in danger of becoming extinct.  But in protecting the spotted owl, lot of lumberjacks either lost their jobs or were impacted in other negative ways because of the government’s rules and regulations.  The government sets up rules and regulations for the car (auto) industry, pharmaceuticals (the companies that make medicine), agriculture (farmers), and a wide range of other industries.  
That brings us to a difficult question.  What should the government role be in making rules and regulations and starting new taxes?  It is this question that often helps to shape the political beliefs of many people.  There are two major political parties in the United States.  The Democrats and the Republicans.  One of the main differences between these two political parties comes down to economics.  Democrats (IN GENERAL) are more understanding of what the government uses taxes for and also values the rules and regulations that the government sets up to protect the environment and the general health and wellness of citizens.  Republicans (IN GENERAL) think that government should stay away from putting too many rules and regulations on businesses and companies that affect how much money they are able to earn.  Republicans in general would also think that taxes should be limited to provide for only the necessities like police, fire, schools, roads, military, etc.  
We can see that our basic definition of Economics, the study of goods being produced, sold or traded and for what price, has really grown into something much more complicated.  We have gone from talking about “things” being produced to how all of this affects the politics of people in our country.  Economics is, and will always be at the heart of decisions we make as members of society.  

Based on all of this, you are now ready to tackle a difficult Activity/Assignment.  One of the most difficult jobs in our society is that of a politician.  Politicians are the people we vote into jobs (like the President, Congress, the governor, city councils, mayors, etc).  These people are the ones who create the budgets that government lives by.  They are the ones who influence how many rules and regulations there should be and also when and if new taxes or increases in taxes are needed to help fund different programs.  
In this lesson, you will have the opportunity to play the role of a politician and make difficult decisions about taxes, rues and regulations that affect Economics. 
Activity/Assignment:
For the following terms, explain/define each one in your own words.  You must show a good understanding of each term.

1.  Economics

2.  Taxes

3.  Regulation

4.  Wants

5.  Needs

6.  Politicians

7.  Democrats

8.  Republicans

For question 9, follow the directions below:

9.  You will assume the role of a local politician who needs to decide whether or not to raise taxes in order to help do the following:

1.  Hire 10 more police officers

2.  Give pay raises to all fire fighters

3.  Build a new library and hire 3 librarians to run the library

4.  Fill in all the cracks, potholes and uneven places on the roads

5.  Build a new community sports complex where everyone in the community will have a chance to play

The people who voted for you are split in half.  Half think that you should raise taxes to do all these things.  They say it is your job as part of the government to make these things happen for the good of the community.

The other people who voted for you don’t want you to raise taxes because some say it will hurt their businesses and they are not sure that money needs to be spent on all of things listed.
Your assignment is to decide what to do!  You need to either:


a)  raise taxes and pay for items 1-5 listed above


b)  raise some taxes and decide to pay for some of the items 1-5 listed above


c)  not raise any taxes and not pay for any items listed above

Once you decide what you will do, you need to provide a 2 page written explanation about your decision.  You need to address it to “The Voters” and explain – in detail – what you chose to do, why you chose to do it, why you think it is the right thing to do.  You also need to address the concerns of people you have made mad by your decision and try to make them feel better about your decision.  
