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Scarcity, Choice

| Interaction for Individuals
and Countries

his is a true story. In the spring of 1996, a 19-yeat-old college sophomore
who had just finished taking introductory economics was faced with a
choice: to continue college for an additional two years or to leave college
and begin devoting all his time to a job. The job was being a professional golfer on the
PGA Tour—a job for which that sophomore was uniquely qualified, having already
~ won three U.S. amateur titles. Doing both college and the PGA Tour was not an
option because time is scarce. Since there are only 24 hours in a day, that sophomore
simply did not have the time for both activities, so he had to make a choice. But in
choosing one activity, he would incur a cost by giving up the other activity. Choosing
golf would mean passing up the job opportunities that would inundate a college sen-
ior who was well trained in economics; choosing college would mean passing up the
potential tournament winnings and the guarantees of advertising endorsements that
awaited a professional golfer. The golfer—a young guy named Tiger Woods—had to
make a choice, and he did. He became a professional golfer.

Years later, it seems that Tiger Woods made the right choice. He was selected to
be the Sportsman of the Year in 1996, he won the venerable Masters Tournament in
1997, and in ten years he had won 54 tournaments, 12 major championships, and
almost $65 million in prize money. His endorsement income was even greater; he
had earned almost $500 million over his first decade of play and was predicted to be
the first athlete to make over a billion dollars in endorsement income.

Tiger Woods was able to reap such rich rewards from his golf talents because of
the opportunities he had to interact with people. Golf fans enjoyed watching him
play. They were willing to pay money to interact with him by sitting in the gallery as
he played in tournaments. Executives who ran companies like Nike, American
Express, and General Motors interacted with him and paid him to endorse their
products. And Tiger’s family, friends, and teachers interacted with him, conveying

basic skills, enhancing his confidence, and helping him remain cool under pressure.




economics: the study of how
people deal with scarcity.

scarcity: the situation in which
the quantity of resources is insuf-
ficient to meet all wants.

choice: " a selection among
alternative goods, services, or
actions.

economic interactions:
exchanges of goods and services
between people.

market: an arrangement by
which economic exchanges
between people take place.

financial crisis: a disruption to
financial markets which makes it
difficult for people and business

firms to borrow and obtain loans.

Because of the financial crisis,
General Motors announced the end. of
Tiger Woods's contract to endorse
Buick. How did the crisis affect you or
your friends or family?
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Tiger gained from these interactions with different groups of peo'pie, and they gained
from interacting with Tiger, too.

The story of Tiger Woods is a story about economics, and not simply because of
all the money that he has earned. His story illustrates the idea that lies at the center
of economics: that people make purposeful choices with scarce resources and interact
with others when they make these choices. More than anytﬁing else, economics is
the study of how people deal with scarcity.

Scatdty is a situation in which peoples resources are limited. People always face a
scarcity of something—even someone as rich as Tiger Woods faces a scarcity of time.
Scarcity implies that people must make a choice to forgo, or give up, one thing in favor
of another. Most of the time the choices are far more difficult than the one Tiger Woods
faced: A student may have to find a job to support her family instead of going to college;
a worker may have to delay his retirement to hold on to a job that has health benefits; a
parent may have to decide between staying at home with a child and working. As you
read this, you may find yourself reflecting on decisions that you have had to make in
your life—which college to attend, whether to take economics or biology, whether you
should take all your classes after 10 A.m. or try to have them all done before noon.

Economic interactions between people occur every time they trade or exchange
goads with each other. For example, a college student will buy education services
from a university in exchange for tuition. A teenager may sell labor services to Taco
Bell in exchange for cash Within a household, one member may agree to cook dinner
in exchange for the other person agreeing to wash the dishes. Economic interactions
typically take place in a market. A market is simply an arrangement by which buyers
and sellers can interact and exchange goods and services with each other. There are
many markets in the United States, ranging from the New York stock market to a local

:ﬂea mdrket, Interactions do not have to.take place with the buyer-and seller in close

physical proximity to each other; the telephone, radio, television, and the Internet all
help enhance the opportunities for economic interactions to take place.

Economic interactions gr'éatly affect people’s choices. In 2008, for éxample, the
economy was hit hard by a severe ﬁnancial crisis, which meant that people had
trouble getting loans to buy houses or cars or just about anythmg, then' confidence
dropped; they consumed fewer goods, especially big ticket items like cars. As a result

- General Motors and other car companies started losing money and had to find ways

to cut costs. In November General Motors announced it would end its nine-year con-
tract under which Tiger Woods agreed to endorse Buicks. Tiger would no longer carry
a golf bag with the Buick brand, as he had since 2000, and General Motors would no
longer pay him a reported $7 million per year. Many people on far more modest



