Objectives

· To understand the fundamental economic problem of scarcity

· To understand the concept of opportunity cost

· To understand marginal utility
Lesson plan

1. Use questions from the end of the last lesson to start a discussion – give the students 3 minutes to discuss them in small groups before asking them to contribute in front of the class.

2. Hand out the slips of paper with the words needed to write a good definition of scarcity – ask the students to put a title – Scarcity, the Fundamental Economic Problem and use the words to write a definition.  Check the definitions as they write ask 3 or 4 students to read out their work.

3. New Heading – opportunity cost

4. Hand out ‘make a choice sheets’ one per student – discuss with a friend before reaching a decisions. Stand up – one side of room choice one, other choice two – get students to stand to say which choice they made and why. – stick choices sheets into books.

5. Explain opportunity cost – every time we make a decision – big or small there is an opportunity cost.  Give out jumbled words – students reform into a sentence and write into books.

6. Ask them to explain what the link is between scarcity and opportunity cost – once this is established, all students write it down in their books.

7. New heading – marginal analysis.

8. IMAGINE – Two men.  Ask students to think about and discuss the task.  Once they have explained – explain about marginal utility.
9. Ask for a hungry volunteer.  Explain that they are to measure their level of satisfaction or (utility) as they eat each slice of mars bar. The first slice will be given a value of 10.  If they enjoy the second slice more than the first – they will give it a higher UTIL (the unit of satisfaction or utility) if they enjoy it less, they will give it a lower number.  Record the number they give on a table on white board.  Give students graph paper and ask them to draw a graph.  How would they describe the graph – first orally, then, need to write it down.  Extend into DISUTILITY if possible

10. Explain – this is an example of MARGINAL ANALYSIS – an important concept in economics
11. HOMEWORK – NOMINATE A PERSON TO CHOSE A NEWSPAPER ARTICAL + GIVE OUT SHEET

12. PLENARY- divide class into 3 groups.  Divide each group into 3.  One mini group summarises SCARCITY, one OPPORTUNITY COST one MARGINAL UTILITY

Go back into larger group – each mini group explains their summary to the larger group.  Ask one mini group from each group to tell their summary to the whole class

Use the following words to write about scarcity and the fundamental economic problem
· Unlimited wants

· Finite resources
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Make a Choice

Look at the following list of choices. Decide which one you want and say what you gave up in each case.

	Choice one
	Choice two
	Gave up (opportunity cost)

	A night out with your friends
	Visiting your grandmother on her birthday
	

	Fund 10 patients to have dialysis for one year
	Fund 1 patient to have a kidney transplant (expected to live 10 yrs)
	

	Cut the tax rate on income over £150,000 from 50%  to 45%
	Re-introduce EMA for all students whose parents have a joint income of £30,000 or less
	

	Spend £2000 on a family holiday
	Spend £2000 on a new roof
	

	Cut 1000 police jobs
	Spend £100 million on elections for police commissioners
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IMAGINE – Two men

· Man A has just walked across a desert for 8 hours without a drink. 

· Man B had a glass of coke 10 minutes ago. 

If you offered them both a glass of water – which man would pay the most and why?

· FACTORS OF PRODUCTION
The factors of production are the things that are needed to make a good or service.  Without factors of production, nothing would be produced.
There are four different factors of production.  They spell out the word CELL.

Captial – these are physical, man-made resources, such as factory buildings and machinery

Enterprise (or entrepreneurship) – the person who organises the business and often takes the risk

Land – these are naturally occurring resources, such as gold ore, oil, and fish

Labour – these are the people who make the goods or services

Look at the words below.  Choose FOUR colours – one for each factor and colour each word in the correct colour.  Stick this sheet into your book.  
KEY   –    Capital     Enterprise      Land       Labour

	Fish
	Oil
	Coal
	Gas

	Lumberjack
	Bus driver
	Teacher
	Production worker

	Richard Branson
	Simon Cowell
	Bill Gates
	Victoria Beckham

	Printing machines
	Bus
	Lorry
	Bulldozer

	Oprah Winfrey
	Wood
	Computer
	Cleaner

	Spanner
	Farmer’s field
	Toilet
	Farmer

	Diamond
	Miner
	Pick axe
	Anglo-American


All four factors of production are required to produce the goods and services that people want.  The way in which the inputs are combined will vary depending on the industry.  Some firms will be ..........................– and use more people than machines.  Other firms will be ................................... and use more machines than people.  Some industries are ..................................– especially those in the .................................– which are ...................... raw materials, such as gold ore, crops or coal from the ground.

Fill in the missing words from the list below.

LAND INTENSIVE, EXTRACTING, LABOUR INTENSIVE, PRIMARY SECTOR, CAPITAL INTENSIVE, 

