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1. Because What We Want is Scarce, Every Choice Has an Opportunity Cost​
 

Everything we value has competing uses, which means we have to make choices. 
Whether it’s land, money, or effort, using it for one purpose means we can’t use it 
for something else. That trade-off is called opportunity cost--what we give up 
when we make a choice. Scarcity isn’t about running out; it’s about deciding what 
matters most. 

Even your attention is scarce. Every moment spent on one thing—an app, a show, a 
conversation—is a moment not spent on something else. Businesses understand 
this and design products to attract and hold your focus. Recognizing that your 
attention has value helps you decide where to spend it. Considering opportunity 
cost helps you make the best decision for your goals. 

 

2. Many Decisions Are Made at the Margin 

​
Most choices aren’t all-or-nothing but instead involve small, step-by-step 
decisions—what economists call marginal thinking. Marginal thinking shapes 
behavior. 

A worker deciding whether to take an extra shift doesn’t have to rethink their 
entire career—they just weigh the additional pay against the opportunity cost of 
their time. More hours might mean extra income, but it could also mean less rest, 
fewer hours with family, or missing a social event. These small adjustments 
improve and refine decision-making in pursuit of goals. 

 

3. Human Capital Is Your Most Valuable Asset—Invest in It! 

​
What you know, what you can do, and how you adapt shape the opportunities 
available to you. Economists call this human capital—the skills, knowledge, 
experience, and personal qualities that help you achieve your goals. 

You already have human capital. Every problem you’ve solved, every skill you’ve 
practiced, and every experience you’ve gained adds to it. School is one way to 
invest in human capital, but so is learning a new skill, taking on challenges, or 
building good habits. The more you grow your human capital, the more choices 
and opportunities you create for yourself. Investing means you face a cost now for 
benefits in the future. 



 

4. People Trade Voluntarily When They Expect to Be Better Off 

​
People trade because they expect to be better off. No one forces you to buy a cup 
of coffee or a new laptop—you do it because you believe what you're getting is 
worth more to you than the cost you incur (the price you pay and what you give 
up). The same idea applies to businesses buying and selling from one another. As 
long as both sides enter freely and with good information, exchange creates value. 

International trade follows the same logic. While it’s often framed as 
country-to-country trade, in reality, it’s made up of millions of exchanges between 
businesses and consumers across borders. A company in one country sells goods or 
services to buyers in another, just as a local business sells to its customers. 
Additional factors shaping the benefits and costs of these trades across borders 
include tariffs, trade agreements, and so on. 

 

5. Markets Bring Buyers and Sellers Together. Prices Balance the Forces of 
Supply and Demand. 

​
Markets connect workers, businesses, and consumers, helping them trade labor, 
goods, and services. When markets function well, they balance supply and 
demand, coordinating vast amounts of information through a simple but powerful 
signal: price. Prices reflect relative scarcity—how much of something is available 
versus how much people want it. They guide production, shape consumption, and 
help distribute resources efficiently. 

Markets exist on a scale of competitiveness: some markets are more competitive 
than others. In some cases, a few large firms dominate an industry, limiting choice 
and competition. And not everything we rely on—like public parks or national 
defense—is bought and sold in a typical market. Markets work best when 
competition, transparency, and clear rules ensure fair participation, but they are 
only one part of the economy. 

 

 

 



 

6. People Respond to Incentives in Both Predictable and Unexpected Ways 

​
People make decisions based on incentives—the benefits they hope to gain and the 
costs they want to minimize. These incentives can be financial, social, legal, or 
even psychological. Lower prices allow people to buy more, while higher wages 
attract more workers. But incentives don’t always work as intended. A teacher 
offering extra credit for reading may find that students choose the shortest books 
possible instead of engaging with more challenging material. 

We often say that a government or business made a decision, but in reality, it was 
individuals responding to incentives. Business leaders aim to maximize profits, 
politicians respond to voter preferences (or lobbying pressure), and workers 
decide whether to take a job based on wages, working conditions, and personal 
priorities. Even constraints—like limited time, rules, or lack of alternatives—act as 
incentives by shaping the choices available. Understanding incentives helps 
explain why people, businesses, and governments behave the way they do. 

 

 

7. The Economic System is Shaped by History, Culture, Policy Choices, and 
Growth 

​
Our economic system is shaped by culture, history, government, and the way we 
interact through markets, businesses, and communities. Economic growth—when 
sustained and compounded over time—has transformed human lives, improving 
health, expanding knowledge, and increasing opportunities. The world we see 
around us, from the food we grow to the cities we build, reflects both past 
decisions and present priorities. 

Much of what we call "the economy" isn’t just markets and money but shared 
expectations, institutions, and ways of doing things. How we work, what we 
consume, and even how we spend our free time are influenced by economic 
structures that evolve over time. Economic growth relies on investment, 
innovation, and policy choices over the long term. In general, economic systems 
that are mostly market-based and prioritize economic freedom tend to flourish. 

 



 

8. The Government Has a Role in the Economy and It Affects You 

​
Taxes, spending, and financial policies influence the economy in ways both big 
and small. Some policies aim to promote economic growth, while others focus on 
stability, employment, or reducing inflation. Rules and regulations shape markets 
by setting the conditions for competition, protecting consumers, and ensuring 
financial stability. The public sector provides essential services and infrastructure, 
laying the groundwork for long-term prosperity. 

But policies involve trade-offs. Efforts to boost growth can create inflation, and 
rules designed to increase stability can limit flexibility. Some policies help specific 
groups while imposing costs on others. While the government plays a key role in 
shaping economic outcomes, businesses, workers, and consumers drive much of 
the economy through their daily decisions. 

 

9. The Modern World is Interdependent 

​
Every day, billions of people make choices—what to buy, what to build, where to 
work. Over time, these choices have created a system where we all rely on others in 
ways both seen and unseen. Trade, finance, technology, and communication 
connect businesses and individuals across borders, shaping everything from the 
goods we buy to the jobs we hold. This interdependence affects more than just 
markets—it influences culture, security, and the way societies develop. 

This web of connections operates at both personal and national levels. Countries 
have different economic and political systems, yet they are still linked. Some 
policies encourage deeper global connections, while others prioritize 
self-sufficiency—each with trade-offs. Expanding markets can lower costs and 
create opportunities, but disruptions in one place can quickly ripple across 
industries and nations. Understanding this system isn’t about supporting or 
opposing it—it’s about recognizing how it works and making informed choices 
within it. 
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