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2.1 Economics
Key Concepts
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Supply and demand and cost-benefit analysis are two economic concepts that greatly
contribute to decision making.
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All economies depend on the environment for resources and for management of wastes,
but these connections are often overlooked.
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A new trend in economics is the recognition that suppliers of goods and services need
to consider how to conserve resources and reduce harm to the environment.
4. Is economics only about money? Explain your answer.

5.
Compare and contrast goods and services.
6.
Explain how supply and demand works.
7.
On the surface, cost-benefit analysis seems straightforward. What can make this decision-making method both complicated and controversial?
8.
Briefly define natural resources.
9.
What kinds of “services” do ecological systems provide?
12.
How do companies benefit by offering sustainable products and services?


10.

Fill in the diagram with short descriptions of economic
assumptions that have harmed the environment.



11.
Complete the following paragraph with terms from the word bank.


Many economists in 

 argue that economies must be stable to be
sustainable. But economists in 



 think growing economies can
become sustainable if they address environmental problems. In particular, these economists are
developing ways to include the 


 of ecosystem services in prices. They are
also finding ways to avoid 

 by acknowledging the positive effects of the
environment on economies and the negative effects of economic activities on the environment
and people. 
 helps consumers push companies toward sustainability.
13. Complete the tables below to show how the quantity produced and the quantity purchased
change in a typical market. On the lines below the tables, describe what might happen if
consumers were willing to pay a high price for a new sustainable product, such as a very
energy and water efficient yet expensive washing machine.

	Supply

	Price
	Quantity Produced

	Low
	

	Low
	






	Demand

	Price
	Quantity Purchased

	Low
	

	High
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Economic Assumptions�That Have Harmed�the Environment





Endless Resources





Short-term Effects





Internal Costs�and Benefits





Growth





ecolabeling	ecological economics	environmental economics�market failure 	non-market value








