Confronting Scarcity 

Scarcity causes us to choose what to produce and how to produce it to get the best benefit.  The factors of production create the goods and services of the economy.  Tax dollars are invested in capturing criminals and sending them to prisons.  If the rise of building prisons increases, then the government will have to take money out of other projects to produce prisons; for example, road construction.  The Production Possibilities curve shows how producing more jails have an opportunity cost of producing less roads.  This is because resources that would be used on roads, like concrete, now have to be used for building jails.  One thing must be given up for another. 
Rainforests are becoming a scarce resource due to the demand of its natural resources.  In 1999, approximately 200 acres of rainforest was being lost per day.  The governments of rainforest countries were giving away incentives like tax cuts, to build on these lands.  To them, improving rainforests meant clearing rainforests, and making use of the land for farming, lumber, and cattle ranching.  This, in turn has resulted in on-site and off-site effects.

The effects that happen on-site include the loss of habitats for animals, loss of game animals, and soil.  The off-site effects are global effects which include the Carbon Dioxide produced when trees are burnt down.  The future of the rain forests is uncertain. Expanding farming, ranching and timber practices might increase production output, but it would not be the most efficient allocation of resources.  Through international trade many countries have become familiar. A combination economic, cultural and geographical factor gives each country a competitive edge. 
A Comparative advantage is gained when a country can produce a good or service at a lower opportunity cost than another country.   This leads to international trade.  Without international trade, a country is limited to producing goods with what resources they have. 
