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	Economics; Week 4

	CA State Standard:  12.1.3 and 12.1.4


     As we have learned in the previous 2 weeks, Economics is the study of goods being produced, sold or traded and for what price.   Goods refer to “things” or stuff and are usually traded for money.  The amount of money something is sold or traded for determines the price of an item.  The price of an item depends on how much of it there is and how badly people want it.  The more people want something, the more they will pay for something.  Also, the less there is of something, the more it will usually cost.  We discussed how the “wants” and “needs” of people are very important and the basics of supply and demand.  We also learned that when people buy things, they are making decisions.  When you decided to buy a Volcano Taco from Taco Bell, you are making a decision to not spend that same money at Jack N the Box.  This is called Opportunity Cost, and it means that the cost of choosing one opportunity is not being able to enjoy another opportunity.  
     This week’s lesson is very short.  The focus will be on practical application of the Economic terms that we have learned so far.
     But why do people even want to buy and sell things?  This is a simple question, and like many things in Economics, it has a simple answer.  The reason why people buy and sell things, or do anything in general is because they have incentive to.  Incentive is another basic Economics term that means rewards or punishment for doing something.  These incentives can both be based around getting money / losing money or what is referred to as “non-monetary incentives.”  Non-monetary simply means “not money,” while a monetary incentive means money.
     In society and especially in our economy, all people have incentives.  Usually we think of incentives in the economy as related to gaining money.  But it is not just collecting dollars in our pockets that makes people happy.  The incentive in making money is usually to then acquire private property.  Private Property is a term most students already know.  Private means you own it, it is yours and Property refers to your stuff.  Private Property ca refer to land, a house, a car or you Nintendo and i-Pod.  Money would not be an incentive unless there was private property that we could buy with it.  

     There is a type of business person who follows incentives possible more than anyone else.  This type of business person is called an entrepreneur.  An entrepreneur is a person who looks for a creative business idea and then sets out to start a business.  The incentive for a person to do this is both monetary (for money) and non-monetary (not money).  The monetary incentives for an entrepreneur are to make money.  Based on his or her creative idea and business plan, an entrepreneur sets out to fill a niche in a market.  This can sometimes make people rich, but it can also be risky if you do not understand what you are getting yourself into.  Non-monetary incentives for an entrepreneur can be seen as not having a boss.  Many people would love “to fire their boss” and go to work for themselves.  This is an incentive (a good thing) for an entrepreneur, even though it does not necessarily have anything to do with money.   
Activity / Assignment:

Explain and define the following terms IN YOUR OWN WORDS.  Do not cut and paste.

1.  Economics

2.  Scarcity

3.  Goods

4.  Supply and Demand

5.  Needs

6.  Wants

7.  Value

8.  Opportunity Costs
9.  Incentive

10.  Non-Monetary Incentive

11.  Monetary Incentive

12.  Private Property  
13.  Entrepreneur

   14.  Assume the role of an entrepreneur – you will be creating a fake business for this activity.  You need to write a statement about what benefits and incentives there are to being an entrepreneur.  Your statement should indicate that you understand what an entrepreneur is.  Then explain a business that you are going to begin.  If you need ideas, go to, http://www.entrepreneur.com/businessideas/index.html (it is the web-site for Entrepreneur Magazine).  You must do the following in explaining the business you want to begin:
a.  Create a name

b.  Explain what goods or services you will be offering

c.  Explain whether this business will help fill the “needs” or the “wants” of your customers

d.  What are the opportunity costs for you starting this business?

e.  What are the opportunity costs of your customers for buying from you

f.  How will you determine the value of what you are providing to your customers.

g.  What incentives are there for you to open this business (both monetary and non-monetary)

h.  What are the incentives for your customers to do business with you?
