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Elementary Education Content Knowledge  
 
 

Concept:  Economics  
 
Students should review these terms and associated concepts: 
 
Scarcity – the condition of not being able to have all the goods and services wanted.   
Individuals, governments and societies experience scarcity because their productive 
resources are limited and their wants are unlimited.  Scarcity of resources necessitates 
making choices at both the personal and societal level.  
 
Exchange, money and interdependence - Trading good and services with people for other 
goods and services or money is called exchange.  People exchange goods and services 
voluntarily because they expect to better off after the exchange.   Money is any generally 
accepted medium of exchange.  Money has replaced barter as a more efficient exchange.  
The basic money supply is usually measured as the total value of coins, currency and 
deposits held by the public.  Banks are the intermediaries between savers and borrowers. 
 
Markets and prices – A price is the amount of money that people pay when they buy a 
good or service.  A market exists when buyers and sellers exchange goods and services.  
The market clearing or equilibrium price is the one price level at which quantity supplied 
equals quantity demanded.  Relative prices refer to the price of one good or service 
compared to the price of other goods and services and are the basic measurement of the 
relative scarcity of a product.  Relative prices provide key signals used by consumers and 
producers to answer the three basic economic questions:  What to produce?  How to 
produce it?  Who will consume it? 
 
Opportunity costs and trade-offs – Opportunity cost is the highest valued alternative that 
must be forgone because another option is chosen.   Whatever resources are used to 
produce a particular good or service, the opportunity cost is not being able to produce the 
next most valued alternative.  All decisions involve opportunity costs; weighing these 
costs and the benefits associated with alternative choices constitutes effective economic 
decision-making.   
 
Competition and market structure – A market is a setting where buyers and sellers 
establish prices for identical or very similar products.  The level of competition in a 
market is largely determined by the number of buyers and sellers in the market.  An 
industry is made up of all the producers of identical or very similar products in an area.  
Active competition amongst sellers results in lower prices and profit levels.  A monopoly 
exists when only one producer sells a product that has no close substitutes. 
 
The economic role of the government – Government can provide some goods and 
services.  The government pays for the goods and services it produces through taxing and 
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borrowing.  In a market economy, the government defines and enforces property rights 
and provides standard units of weights, measures and money.  Operating a government 
requires shifting scarce resources from the private to the public sector. 
 
Productivity – Economic specialization occurs when people produce a narrower range of 
goods and services than they consume.  A society can increase the level of output in its 
economy through specialization. Productivity refers to the ration of output produced per 
unit of input over some time period.  Specialization and division of labor usually increase 
labor productivity.  Productivity can be increased by providing labor with additional 
capital goods. 
 
Economic systems - The U.S economy is organized around a system of private markets in 
which the prices for goods and services are determined. 
 
Economic institutions and incentives – Profit is the difference between revenues and the 
costs entailed in producing or selling a good or service, it is the return for risk taking.  In 
a market economy, the pursuit of economic self-interest is a basic motivation that leads 
people and businesses to provide goods and services that other people want. 
 
Supply ad demand – If the price of a product increases, quantity demanded will decrease 
and quantity supplied will increase.  If the price of a product decreases, quantity 
demanded will increase and quantity supplied will decrease.  Forces of supply and 
demand determine prices which are the measures of relative scarcity.  Demand is the 
schedule of how much consumers are willing and able to pay at all possible prices in a 
given period of time.  Supply is the schedule of how much producers are willing and able 
to sell at all possible prices in a given period of time.  The level of competition among 
producers or buyers affects supply and demand forces and prices for different products. 
 
Unemployment – Unemployed people are those who are willing an able to work at 
current wage rates but do not have jobs. People who are unemployed usually have less 
income to buy goods and services than those who have jobs.  Governments provide 
income to some unemployed workers until they can find jobs.  The labor force is 
composed of people age 16 and over who are either employed or actively seeking work.  
The unemployment rate rises during a recession. 
 
Absolute and comparative advantage and barriers to trade – The quantity and quality of 
productive resources available in different nations vary widely.  International trade is the 
exchange of goods and services between people and institutions in different nations.   
Exports are goods and services produced by one nation but sold to buyers in another.  
Imports are goods and services purchased from another nation.  International trade 
promotes greater specialization, and specialization increases the world total output. 
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Students should be familiar with these terms:
 
Scarcity 
Resource allocation 
Opportunity costs 
Specializations 
Division of labor 
Competition 
Interdependence 
Bartering 
Mercantilism 
Command Economy 
Free Market Economy 
Mixed Economy 
Supply and demand 
Entrepreneurship 
Federal Reserve System 
Monetary policy 
Commodity Markets 
Stock Markets 
Factors of production 
Oligopoly 
Monopoly 
Retailers 
Wholesalers 
Cooperatives 
Regulatory agencies 
Wage and price controls 
Price supports 
Taxes and tariffs 
Social programs 
Minimum wage 
Child labor laws 
Collective bargaining 
Quotas 
Balance of trade 
Public utilities and services 
Poverty 
Unemployment 
Recession 
Depression 
Inflation 
Gross Domestic Product 
Budgets 
Cost-benefit analysis 
Microeconomics 
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Macroeconomics 
 
Great economic thinkers: 
Adam Smith 
John Locke 
Karl Marx 
John Maynard Keynes 
Milton Friedman 
 
 


