Confronting Scarcity

Content Specialist: Ranita Wyatt

Other comments by: Linwood Pendleton (Environment)

Russell Pollero (Wood) 

Libby Rittenberg (Economist)

Jack Lascar (Terek Co.)

William C. Gruben (Federal Reserve, Dallas)

“The people, raw material, machines, the factors of production combined in infinite ways, they create the goods and services of an economy.”  ‘Decision-making is different from nation to nation, the challenge is the same: what to produce and how to provide the greatest benefit.’ “Example: capturing and punishing criminals is an expensive undertaking.” It eats up millions of tax dollars every year. This issue brings a national debate on this money spent.  “Many states have implemented mandatory prison sentences as well as longer sentences for the worst criminal behavior.”  In some states his caused more prison building. The more prisons constructed the less money for other projects like “highways” or education.  The more highways they built with concrete the less the concrete to make more prison that is the opportunity cost. “That implies that the construction of a state is a scarce resource. “The producing more of one thing means the producing less of another.” A bowed out curve of production possibilities shows that the opportunity cost of a good rises when its production rises.  “They have been called; “The lungs of the planet,” the tropical rainforests.”  At the beginning of the 20th century only native roamed the rainforests after the first half of the 20th century industries tapped into it and “depleted half the planet’s resources to supply for the demand of wood and mineral.” “By 1999 the rainforests were disappearing at a rate of 200,000 acres per day.” It rates keep going by year 2020, “80-90% of the rainforests will be gone.” Governments say that they want to improve the rainforests but it all boils down to money the rainforests just sitting there are “nonproductive assets” therefore by “improving” they mean “clearing.” If they make a “ranch” then they are using the place productively.  “In Brazil alone the rainforests were being consumed at a rate of 5 million acres a year during the 1990s, much of it burned away in fires so great they could be seen by space shuttle astronauts.” People find this burning of wood “perplexing after they cut the trees instead of harvesting it for timber and they do this for three reasons.” “One is that most of the trees, especially in Latin America really aren’t of timberable quality.” “Another reason is farmers just have to get rid of stumps” and  “the best way of clearing stumps is to burn them.” “And the third reason is that tropical soils are very nutrient poor.” So burning the trees the nutrients go in the soil giving the soil a natural fertilizer, “at least during the first couple of years of planting.” Farmers “acquire acreage cheaply.” “In Brazil specifically, the government provided tax incentives to corporation and entrepreneurs in the cities in order for them to begin cattle ranching out in the more remote areas.” This companies “were allowed to take tax write offs for the losses they were expected to incur from cattle ranching.” Mahogany tree’s “demand ... will continue to be high.” “Tropical woods are different than domestic woods.” “The look of the finished product gives it its greatest desirability.” Mahogany, Rose wood and teak get illegally supplied sometimes at higher prices just like ivory. “The world’s hunger for precious hardwood and the drive to “improve” the rainforests through agriculture and ranching will have long-term negative effect, according to environmentalists.” The ecological consequence of burning the rainforest has “onsite effects and offsite effects.” Onsite are things that happen right within the plot itself ...you lose trees...and habitat for animals ...and you lose the roots, the fruits, the vines, and the soil.” “The offsite or global effect you lose an important carbon sink but when you burn rainforest you produce carbon dioxide which goes into air and, of course, is a greenhouse gas and that contributes to global warming generally.” Pollero, “we’re looking for other alternative woods for furniture manufacturing and musical instruments.” “Is clearing the rainforests for farming, ranching, and timber really the most efficient use of this natural resource?” Is it the path to economic growth? “Economic growth refers to the economy’s ability to produce more and more goods and services.” It can be shown in a Production Possibilities curve. “Why might the production possibilities curve shit outward?” “It could be that the country have more factors of production to work with it has more labor resources, better machinery to work with; it could also be due to technological change.” Technology contributes to higher productivity. “If resource decrease, an economy’s potential diminishes as well.” “If resources were to decrease, there would be an inward shift in the production possibilities curve.” Some economists argue that fostering the land is a thwart of long term growth. “What we see in many tropical developing countries is the liquidation of natural resource capital directly into consumption; natural resource stocks are shrinking and as a result the economic base of these countries is dwindling.” An economic problem is rainforests aren’t being used wisely. “In 1999 study, 1 Hectare = 2.5 acres, yielded $1000 of timber as a cattle pasture it yielded $148 and as farming the yield was negligible.” Some rare species were destroyed. “If a hectare had been fostered it would produced $6800 annually.” A monetary value is put of rainforests to deem of right future uses. For some people rainforests and the greenery are place to live in. They have food and shelter. But destroying the land for a use other than being there is for it brings more money or benefits or so is argued. “To manage the rainforests and to try to manage the forestry and farming near the rainforests” there is one way “to try to eliminate incentives for unsustainable forestry and unsustainable farming and subsidies on things like fertilizer, pesticides, and land all contribute to the unsustainable use of the forest.” “Epay Lumber” was cheap because it wasn’t considered usable now it is growing in demand since it is very durable and now there is a market for this wood. “To sustain economic growth and improve living standards, rainforest nations must make difficult choices.” Some countries are synonyms to its products. “Like Germany and high-quality precision cameras.” “US are leading the personal computer revolution.” Comparative advantage is when production of a good or service can be done at lower opportunity cost than can some other economy or some other individual. “If a country produces something better than other countries, it means that it can do so at a lower opportunity cost.” Opportunity cost given goods to make one more unit of something. “The US has a comparative advantage in producing computer because it can do so by sacrificing only 20 cameras while Germany sacrifices 25 cameras and Germany has a comparative advantage for producing cameras.” “Global economy is for international trade that has risen rapidly since the end of WW2.” All happened because international costs have declined significantly. “Without international trade, a country is limited in its ability to produce goods and services based on its level of tech. and resources.” “Comparative Advantage leads to international trade.” The more countries trade things of lower opportunity costs the more money they will make. “Terek is a global company that grows as it taps into new markets.” “Colombia and Brazil have a comparative advantage of coffee because of the environment this drives countries to enjoy wealth instead of looking for economic independence.” “Countries benefit from trade; the production possibilities curve will shift outward.” “International trade is a longstanding force in the world economy and it is at the core of global economic prosperity.” It’s like athletes in competitive advantage their scarcity is time and energy so this narrows their choices so they must choose to do what ever brings them competitive advantage. Like countries must choose to on the products and the factors of production that offers them a comparative advantage choices also narrowed by scarcity so we are motivated by the possibilities. 
