Module 1 - Scarcity:  The Desire for Things is Greater than is Freely Available

Have you ever wondered why diamonds are so expensive and water is relatively cheap?  The answer is scarcity.  Concepts such as scarcity, trade-offs, production possibility/frontier, and rationing are defined. The objectives are to understand the meaning of scarcity, to identify why things are scarce, and to understand the consequences of scarcity. The worksheets and questions for the students underscore the emphasis on choices.

Module 2 - Opportunity Cost:  The Value of the Next Best Alternative Given Up

How do your students determine whether to study after school or hang out with their friends?  How does a firm decide whether to produce one good or another?  This module covers opportunity cost:  the expected value of the most preferred alternative not chosen.  Supporting concepts include scarcity, trade-offs, explicit costs, and implicit costs.  The objectives are to understand the meaning of opportunity cost, to recognize the difference between explicit and implicit costs, to understand that trade-off (choices) must be made, and that every action has a cost.

Module 3 - Exchange and Trade:  The Voluntary Exchange of One Commodity for Another

Imagine a world with no trade, in which you must produce everything you consume!  This module covers trade, transaction costs, and the mutual benefits from trade.  The objectives are to understand there are mutual gains from trade, to realize there are transaction costs when trading, and to recognize that the middleman can help reduce the transaction costs of trade.

Module 4 - Comparative Advantage:  The Ability to Produce at the Lowest Opportunity Cost

Building on the principles in Module 3, students come to learn why and how production by the lowest cost leaves more resources available for the production of other products.  Key concepts in this module are absolute advantage, comparative advantage, and specialization.  The objective is to understand the concept of absolute advantage, for example, why does Montana grow wheat and not bananas?

Module 5 - Incentives Matter:  Opportunity Cost Revisited

For students, rewards (positive incentives) or punishments (negative incentives) may motivate them to mow the neighbor’s lawn or deter them from skipping homework. The concepts in this module consist of opportunity cost, incentives, and unintended consequences.  Objectives to meet are to know the meaning of opportunity cost, to understand that incentives matter, and to realize that even well-intentioned actions may have unintended consequences.

Module 6 - Prices:  What are They?

Learning how prices influence the purchase, sale, production and consumption of goods and services is essential to understanding the economy.  The concepts taught in the sixth module are price, relative price, and currency.  The objectives are to understand the meaning of relative price, to realize that price sends signals to producers and consumers, and to understand the role of currency in the economy. 

Module 7 – Doing Well by Doing Good:  Firm Behavior and Supply

Production in a market-oriented economy is determined by coordination of consumer and producer decisions in the market.  Firms choose the quantities to produce and the production method. Their decisions are based on profit seeking, and profits are earned by producing commodities consumers both want and are willing to buy.  Objectives include understanding the Law of Supply, and realizing that firms behave as though they are maximizing profits.

Module 8 – Market Equilibrium:  The Invisible Hand

Babysitting is often a source of income for many teenagers.  What influences a teenager’s decision to baby-sit?  How does a parent choose whether to hire a babysitter? In a market-oriented economy, the interaction between supply, demand, consumer and producer determine quantity and price.  Concepts include equilibrium, surplus, shortage, and the invisible hand – the naturally occurring corrective mechanisms in the market.

Module 9 – Consumer Choice and Demand:  Higher Price, Less Consumption

How much of a good or service will you consume?  What affects your decisions?  The quantity of goods and services that consumers purchase depends on many variables.  Covering the concepts of price, income, opportunity cost, demand, number of consumers, tastes, preferences and quantity, students learn about the factors influencing consumer demand. 

Module  SEQ CHAPTER \h \r 110 - The Minimum Wage: Supply and Demand Analysis

Teenagers are greatly impacted by the minimum wage. A minimum wage is the lowest hourly wage that employers can legally pay their workers; it is a price floor or government mandated minimum price. This module discusses the minimum wage and analyzes the costs and benefits of minimum wage legislation. It reviews the good intentions behind the minimum wage and shows through supply and demand analysis that some people will be better off and some worse off with an effective minimum wage.

Module 11 - China and Montana: The Economic Connection

China is arguably the most rapidly growing economy in the world. What happens in China has implications for everyone, including Montanans. This learning module uses supply and demand analysis to examine recent developments in China and how they may affect agricultural and housing in Montana.

Module 12 - Gas Prices: Supply and Demand Analysis

Many high school students are excited to get behind the wheel and gain greater independence through private transportation. These students are also aware, that gas prices are high. Gasoline prices have increased nearly 70% in the last couple of years. This dramatic price increase has drawn the attention of all of us; politicians too. In this economic learning module oil company profits are evaluated with a close look at the possibility of price gouging. Supply and demand analysis helps students understand the whole story and the implications of government price controls.

Module 13 - Property Rights: This Land is Whose Land?

What do students own and how do they care for those items? The rights of property ownership – whether a pencil and paper, a car, a song, or land – can be compared to a bundle of sticks. The rights of land ownership may include the rights to build, grow crops, graze livestock, harvest timber, hike, dig for minerals, hunt, lease the existing rights of use, or sell the rights. This is important because how well property rights are specified will affect how people care for the property. Here students will learn the value of property rights and compare the incentives under different forms of ownership.

Module 14 - Externalities: Impacts on a Third Party

Often when an action is taken an outside party is involuntarily impacted by that action. That impact may be in the form of a cost, a cigarette being smoked in the classroom, for example, or a benefit, a beautiful garden planted across the street. An externality is that cost or benefit realized by a non-consenting party. It is a cost or benefit that is not internalized by the acting agent. Understanding externalities helps students learn why we have pollution and possible solutions for it. 

Module 15 - The Economics of Poverty: American Indian Reservations in Montana

American Indians make up the largest minority ethnic group in Montana, coming in at 7.3 percent in 2000. This is one of the largest proportions of Native Americans among the fifty states. Many of them reside on one of the state’s seven reservations. These reservation communities and their social and cultural lifestyles have an impact on the Montana economy. Unfortunately, unemployment among Native Americans in the state is high, between 20 and 80 percent, compared to a statewide average of less than five percent. At the national level the Native American poverty rate is double that of the average U.S. citizen. This module will help students understand the causes of Native American poverty and the vicious cycle in which many of these people are caught.

Module 16 - The Role of Business in the Economy:  Markets and Commerce

A market is a social arrangement that allows buyers and sellers to discover information and complete voluntary exchanges of goods and services.  Commerce consists of trading something of economic value such as a good, service, information, or money between two entities.  Business is the management and coordination of people and resources to accomplish particular production goals, usually for the purpose of making profit.  This learning module ties all the modules together by teaching students the importance of business in the economy and the value that it provides to each of us.

[Ms. Holly Fretwell, MSU Economics Adjunct Instructor; Dr. Vince Smith, MSU Economics Professor; and Dr. Myles Watts, MSU Economics Professor are the primary authors of the Economic Learning Modules.]
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