
MICRO ECONOMICS LESSON 3: 
SCARCITY AND CHOICE



• In this lesson w e w ill be looking at the concepts introduced 
last lesson and going into more detail about how  they are 
used in economics. 





Opportunity cost (important definit ion-
w rite the red bit  dow n)
• Opportunity cost measures the cost of any choice in terms of the next 

best alternative foregone.

• Work-leisure choices: The opportunity cost of deciding not to w ork an extra ten hours a 
w eek is the lost w ages foregone. If  you are being paid £7 per hour to w ork at the local 
supermarket, if  you take a day off  from w ork you might lose over £50 of income

• Government spending priorities: The opportunity cost of the government spending nearly 
£10 billion on investment in National Health Service might be that £10 billion less is 
available for spending on education or improvements to the transport netw ork.

• Investing today for consumption tomorrow : The opportunity cost of an economy 
investing resources in capital goods is the production of consumer goods given up for 
today

• Making use of scarce farming land: The opportunity cost of using farmland to grow  
w heat for bio-fuel means that there is less w heat available for food production causing 
food prices to rise and increasing the risks of food poverty and malnutrit ion for millions of 
the w orld’s most vulnerable people



Decision 
making 
t ime –
consumer 

• You receive £50 for your birthday, you 
really w anted to buy tw o things both 
w orth £50, you must choose betw een the 
tw o. For example, a new  pair of trainers or 
Fifa 20. 

• What do you choose? 

• The thing you do not buy is your 
opportunity cost as it  is the next best 
alternative forgone w hen making your 
choice of w hat to buy. 



Read this blog entry 

• https://w w w .tutor2u.net/economics/blog/study-note-the-
basic-economic-problem-scarcity-and-choice

https://www.tutor2u.net/economics/blog/study-note-the-basic-economic-problem-scarcity-and-choice


Read this story 

Mike Milne is in year 11 at Warton Academy. In his spare time, he plays a lot of sports. His favourite is tennis 
which he’s played since he was 7, although he has recently joined a local judo club to try and develop his skills in 
another area and to further enhance his fitness. Despite his initial keenness, Mike has not bought any kit for judo 
yet, the suit costs around £30. The tennis schedule is quite grueling. Training usually starts in late February and 
runs up until October of each year. There are two sessions each week. Judo takes place on a Friday evening in the 
hall at a local bowling centre, just near Mike’s house. It does not have a season, with classes running each week 
and further slots available if he wants to join the squad that enters competitions. Usually one of Mike’s parents is 
available to take him to tennis practice. When they aren’t, he is able to get a lift with his friend Amy, but he must 
first get a bus to her house, which is a 10 minute ride away. 

For the last two years, Mike has entered tennis tournaments and has recently seen success. At his latest 
competition, he won a prize, £50. His parents, due his good performance, gave him 1/2 of the value of his prize 
fund as a top up and told him to put it towards something that he has wanted. 

A few weeks have passed since Mike’s success and he has a number of dilemmas on his mind. He wants to buy a 
new video game and a new tennis racket. The tennis racket costs £50 but the game costs £75. Furthermore, the 
issue of time has been playing on his mind. He has final exams approaching and these are due to start in 6 weeks’ 
time. Mike has carefully planned out a revision timetable but feels a little burnt out after 1 week on plan... 



Answ er these 

1. Explain how  the problem of Scarcity applies to Mike 

2. If  Mike buys his video game, w hat must he give up? 

3. If  you w ere Mike, w hat decision w ould you make? 



Decision 
Dilemmas 

• Scarcity and opportunity cost affect us all. 
Every decision has an alternative foregone 
action and there is a cost in this trade off. 
In a table (next slide), think about some 
recent decisions that you have made. 
These could be decisions based around 
how  you spend your t ime, or they could 
be monetary, in other w ords a spending 
decision. What did you choose and w hat 
did you give up? 



Try to do three!

Decision Dilemma What did you choose? What did you give up 

and why? 



Firms have to make important decisions 
on w hat to produce

Walkers have a f inite amount of land 

and capital in the short term.

Therefore they have a f ixed output 

of goods they can produce.

This means they have to decide the 

quantity of each f lavor to produce. 

How  do w alkers decide w hat crisps to produce? 



The 
government 
is also 
affected by 
scarcity and 
opportunity 
cost 

• Can you think of any examples of w hat 
they have to make decisions betw een? 



Were the 
motorw ays 
w orth the 
cost? What 
else could the 
government 
have spent 
money on?

• Portugal case study 

• https://w w w .tutor2u.net/geography/blog/
motorw ays-not-many-queues-in-portugal

• Note the benefits and the costs of building 
the motorw ays, w ere they w orth the cost? 
What w as given up to build these 
motorw ays? 

https://www.tutor2u.net/geography/blog/motorways-not-many-queues-in-portugal


Review  questions

• What is an opportunity cost? 

• Why do opportunity costs exist? 

• Give an example of an opportunity cost for a consumer 

• Give an example of an opportunity cost for a w orker 

• Give an example of an opportunity cost for a f irm 

• Give an example of an opportunity cost for a Government 



Extension 

• Complete the w orksheet 

• https://docs.w ixstat ic.com/ugd/005a1e_ed2b98af03af4aa3b
073cac4e40a06b5.pdf

https://docs.wixstatic.com/ugd/005a1e_ed2b98af03af4aa3b073cac4e40a06b5.pdf
https://docs.wixstatic.com/ugd/005a1e_ed2b98af03af4aa3b073cac4e40a06b5.pdf

