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Chapter 3

How Do People
Work Together in
a Community?
How does scarcity aﬀect people?
How can people make good economic choices?
How do people use resources to produce goods
and services?
Why do people trade?

For Teachers

Now that we’ve spent time talking about what a community is
and then exploring them, the conversation of this chapter is
focused around the compelling question “How do people work
together in a community?” On the one hand, this question
appears rooted in civics, but the content we cover is rooted in
economics. Students have already learned about needs and
wants, and consumers and producers in earlier grades, and now
we introduce an economic term “scarcity”. You may choose to
review the concepts of needs vs wants before introducing this
term.
Economics is about choices, and our second section walks
students through how consumers can make good choices. Our
third section walks students through how people use resources
to make goods. There is great overlap between this section and
previous ones from the geography chapter.
Finally, we review and deepen our knowledge of trading by
exploring now why we trade in the local community - including
what is traded. A fantastic interactive on specialization closes
the chapter.
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Section 1

What is Scarcity?
QUESTIONS TO GUIDE INQUIRY

You have learned that communities have places

1. How does scarcity aﬀect people?

where people live. Communities have places where

2. How can people make good
economic choices?

people work. Communities have places where

3. How do people use resources to
produce goods and services?

people play. They also have places where people
can buy things.

4. Why do people trade?
TERMS:
goods: things we buy that we can
touch or hold
services: things that others do for you

Where are the places in your community where
your family buys things? Make a list or draw a
picture showing some of these places.

scarcity: when there is not enough
choice: when people choose one
thing and give up other things
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Goods and Services
People want many things! That is why communities have many places where you can
buy things. Sometimes people want to buy goods. Goods are things we buy that we
can touch or hold. A bike is a good.

Image source: Gena73/Shutterstock
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Sometimes people want to buy services. Services are things that others do for you.
When you pay for a haircut you are buying a service.

Image source: Chubykin Arkady/Shutterstock.com
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Interactive 3.1 Goods and Services

Do you know the diﬀerence between a good and a service? Click here to show
what you know.

People Want Many Goods and Services
People want many goods and services! What about you? What would you like to be
able to buy? What are some goods? What are some services?
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Interactive 3.2 If You Give A Pig A Pancake

Listen to this book about a pig. What did the pig want?

What happened when the pig was given one thing? It wanted another thing! People
are a lot like the pig! Pretend you buy a new gaming station. Now what do you want?
Games to play on it!
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Image source: Mix3r/Shutterstock

Why Can’t We Have Everything We Want?
People want a lot of things! Why can’t they have everything they want? They can’t
because of scarcity. Scarcity means there is not enough. Think about that gaming
station again. What if it is a good that many, many people want? It will be hard to ﬁnd
in a store. There will not be enough of them. There will be a scarcity of that kind of
gaming station.
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What would you do if you could not buy the
gaming station you wanted?

Making Choices
What would you do? Would you buy a diﬀerent kind of gaming station? Would you
wait until you could buy the one you wanted? Would you buy something diﬀerent like
a bike? You would have to make a choice. A choice is when people choose one thing
and give up other things.

What if you chose to buy a bike instead? You would have to give up the gaming
station.
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Interactive 3.3 Section 1 Review

Click to review what you have just learned.

People want many goods and services. Because of scarcity they cannot have
everything they want. Scarcity means not enough. Scarcity means people have to
make choices.
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Section 2

How Can People Make Good Choices?
QUESTIONS TO GUIDE INQUIRY

People cannot have all the goods and services they

1. How does scarcity aﬀect people?

want. Why? Because of scarcity! Scarcity is when

2. How can people make good
economic choices?

there is not enough. Because of scarcity people

3. How do people use resources to
produce goods and services?

have to make choices.

4. Why do people trade?
TERMS:
opportunity cost: the second
thing you want most when you
make a choice

Think about a time when you had to make a choice
when you were buying something. What were the
things you wanted? Which one did you choose?
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What is an Opportunity Cost?
Sometimes it is hard to make a choice. It is hard because once you make your choice,
you have to give something up. Every time you make a choice there are other things
that are not chosen.
Interactive 3.4 Making a Choice

Click here to practice making a choice
75

You just learned that an opportunity cost is the second thing you want most when
you make a choice. What was your opportunity cost? Was it the paint set? Was it the
candy? Was it the kite?

How Can You Make Good Choices?
Think about the choice you just made. How did you decide between the kite, the paint
set and the candy?

Do you think it is important to make good choices?
Why or why not?
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You will have to make many choices in your life! It is important to make good ones!
Interactive 3.5 Making Good Choices

How can you make a good choice? Click here to ﬁnd out!

Which pet did you choose? Did you choose the ﬁsh? Did you choose the kitten? Did
you choose the dog? How did the chart help you make a good choice?
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Because of scarcity people have to make choices. It is important to make good
choices!

Do people in communities sometimes have to make
choices? What kind of choices do they have to
make?
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Imagine your community has to make a choice between buying these three things:
new playground equipment for the park, a new police car, a small swimming pool for
the park. Work with your teacher and your class to make a good choice by completing
the chart below.

Class Activity
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Section 3

How Do People Use Resources to Make Goods?
QUESTIONS TO GUIDE INQUIRY

You have learned that people need and want

1. How does scarcity aﬀect people?

goods. Goods are things people buy that they can

2. How can people make good economic
choices?

touch or hold. How do people make goods? People

3. How do people use resources to produce
goods and services?

use resources to make goods.

4. Why do people trade?
TERMS:
resource: something people use to make
goods
natural resources: things in nature that
people use to make goods

What does it take to make a wooden
pencil? Think of two different things then
share with a partner.

human resources: workers who make goods
capital resources: goods that used to make
other goods
businesses: places that make or sell goods
and services
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What are Natural Resources?
To make a wooden pencil you need a tree! A tree is a
natural resource. Natural resources are things in
nature that people use to make goods. Water is
another natural resource.

What are Human Resources?

Image source: Javid Kheryrabaldi/Shutterstock

How does the tree turn into a pencil? You need a
person to cut down the tree! A person is a human
resource. Human resources are workers who make
goods.
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Image source: Visual Generation/

What are Capital Resources?
Wait! Is that all you need to make a wooden
pencil? A tree and a person? What else do
you need? The person would need a saw to
cut down the tree! The saw is a capital
resource. Capital resources are goods that
used to make other goods.

Putting Resources Together to Make
Goods

Image source: Rvector/Shutterstock

To make a pencil you need a tree. The tree is
a natural resource. To make a pencil you a person to cut down the tree. The person is
a human resource. To make a pencil you need a saw. The saw is a capital resource.
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Interactive 3.6 How to Make a Pencil

Is that all it makes to make a pencil? A tree, a tree cutter and a saw??? Click here to ﬁnd out.

You just saw that it takes a lot of resources to make a pencil. You saw many machines
in the video. What kind of resource are machines? Are they natural, human or capital
resources?
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Image source: AntartStock/Shutterstock

Let’s think this out! Machines were made by people. So they can’t be a natural
resource. Machines are NOT people. So they can’t be a human resource. Machines
must be a capital resource. A capital resource is a good used to make other goods!
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Interactive 3.7 Lemonade Stand

Time to Practice! What resources do you need to make lemonade? Click to show
what you know!

What Do Businesses do?
Businesses are a very important part of communities. Businesses are places that
make or sell goods. Think about that wooden pencil again. Where might you go to buy
one in your community?
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Image source: Michael C. Gray/Shutterstock

Think about the lemonade again. Could you open your own lemonade business in
your community? You would be making and selling a good.
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Interactive 3.8 A Community Business

Click here to learn about a business in the community of Detroit.

People want many goods. Goods are made with resources. There are three kinds of
resources. There are natural, human and capital resources. Businesses in a
community use resources to make goods. Businesses also sell goods.
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Work with your teacher and your
class to make a list of businesses in
Class Activity

your community. Use the chart
below to make the list. Then, invite
someone who owns a business to
visit your class!
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Section 4

Why do People Trade?
QUESTIONS TO GUIDE INQUIRY

You have learned that people want many goods.

1. How does scarcity aﬀect people?

You have also learned that goods are made with

2. How can people make good economic
choices?

resources. There are three kinds of resources.

3. How do people use resources to produce
goods and services?

There are natural, human and capital resources.
You have also learned about businesses.

4. Why do people trade?
TERMS:
specialization: when people produce, or
make, certain kinds of goods or services
trade: to exchange one thing for another

What do businesses do in a community?
Why are they important?

.
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Businesses in a community use resources to make goods. Businesses also sell
goods. Businesses are an important part of a community.
How Can Businesses Help You Build a
Wooden Car?
Meet Anthony! He won an award in a
pinewood derby contest! He worked
hard to build his car.

Image source: Vicki Shearer
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Interactive 3.9 Making a Wooden Car

What did Anthony need to build his car? Click here to ﬁnd out.

Why did Anthony and his Dad have to go to some many places? They went to three
diﬀerent businesses. Why couldn’t they just go to one?
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Anthony needed many things for his car. He needed a piece of wood and sandpaper.
He needed wheels. He needed paint and brushes. No business in his community had
all those things. That is why he had to go to three diﬀerent businesses.
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What is Specialization?
Most businesses choose certain things to make or sell. This is called specialization.
Specialization is a big word! But it is easy to understand. Specialization is when
people produce, or make, certain kinds of goods or services.
You wouldn’t go to a pizza place to have your hair cut! You would go to a business
that specializes in cutting hair. You wouldn’t go to a shoe store to buy candy. You
would go to a candy store. You would buy your shoes from the shoe store.
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Image source: MilkyM/Shutterstock

Interactive 3.10 Specialization

How does specialization work? Click here to ﬁnd out!

Why Do People Trade?
Mrs. Lewis wanted the wooden toy train for her toy shop. How did she get it? She
traded with Mr. Chavez for it! She traded money for the toy. What did Mr. Chavez do
with the money? He traded it for the paint!
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People specialize. They might make a certain good.
They might provide a certain service. They earn money
for the work they do. Then, they trade the money for
the things they need and want.
Interactive 3.11 Time to Review

Click here to show what you know
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