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1.1  Motives for economic action

A	� Basic economics and human behaviour

1	 Introduction to economics 

1.3 What action seems 
reasonable for the 

solution of economic 
problems?

Overview and relationships

1.1 What motives are 
there for economic 

behaviour?

1.2 What problems 
does any economy 

have to solve?
1.5 Which factors  
of production are 

there?

1.4 Which types  
of goods are  

there?

1.6 How should the 
factors of production 

be combined?

1.7 How should the 
goods be distributed?

1 Introduc- 
tion to 

economics

Needs
Ethical aspects
Scarcity of goods

Fundamentals  
and methods of 
economics

Action according to 
economic principles

Problems and conse­
quences of selfish action

Sustainable management

1.1  Motives for economic action

1.1.1	Needs and goods

Basic concepts

All human beings have manifold 
wants which they would like to see 
fulfilled. In such wants there is a feel-
ing that something is lacking. Such 
feelings that go side by side with the 
desire to resolve the perceived defi-
ciency are called needs.

Needs are feelings of deficiency linked to the desire to eliminate the deficiency.

Economic science only deals with such needs the satisfaction of which requires economic 
action (e.g. the satisfaction of needs such as hunger, education or information). It is as-
sumed that there is an unlimited number of such needs, or that ever new needs may 
emerge. Goods are required to satisfy such needs (e.g. bread, clothing, going to the cin-
ema).

Goods are means that serve directly or indirectly to satisfy needs.

Variety of needs

Needs refer to different spheres of our lives such as
▪	 food, home, clothing
▪	 sleep, sex, health
▪	 securing jobs and income
▪	 leisure time, being sociable, entertainment,  
	 social contacts
▪	 friendship, love, affection
▪	 acknowledgement, confirmation, self-actualisation.

Section 
A 1.4
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Goods provide a benefit. The stronger the use of a particular good satisfies a need, the 
greater will be the benefit. 

The benefit indicates the degree of need satisfaction which a person perceives when using a 
particular good.

The special liking that a person develops in a particular situation for such goods, which may 
have a higher degree of usefulness than other goods, are called preferences. They depend on 
individual appreciations.

Preferences

For a thirsty walker a bottle of water will provide a higher degree of benefit than a mobile 
phone. In this particular situation therefore the walker prefers the water over the mobile. He 
or she has a preference for water.

Types of needs1

From an economic point of view there are different relevant classifications of needs as 
set out below:

Classification of needs regarding …

Needs levels (hierar-
chy of needs accor-

ding to A. H. Maslow2)

Urgency of needs Type of need 
satisfaction

Awareness of need 
perception

Self-actualisation 
needs

The realisation of a 
person’s full potential

E. g. the perfect parent, 
a successful athlete

Esteem needs
E. g. acceptance, 

status, prestige, respect

Social needs
E. g. belonging, love, 
affection, interaction

Safety needs
E. g. safeguarding one’s 
existence, job security

Physiological needs 
E. g. food, home

Needs for luxury goods  
and prestige 

E. g. expensive jewellery

Cultural needs 
E. g. information, entertainment

Basic needs 
Food, clothing, home

Individual needs
E. g. food, clothing, 

car

Collective needs
E. g. legal certainty, 

national defence

Tangible needs
Individual human beings 
know which needs they 

have. They are conscious 
of their needs.

Hidden needs
(latent needs)

These needs exist 
subconsciously. They can 
for example be aroused, 
strengthened and chan-

nelled by the consumption 
patterns of other people and 

by advertising 

1	 For an extensive description of the concept see section C 3.4.2.
2	 A. H. Maslow (American psychologist), book “Motivation and personality”, 1954

Section
 C 3.4.2

Task 1.1 
p. 24
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Why do people consume? Distinguishing between different concepts of needs

The basic definitions concerning the reasons why people consume goods differ between 
the Anglo-American and the German literature: 

Different concepts of needs in the Anglo-American and the German economics literature

Anglo-American definitions German definitions

Need
Something that a person desires because they 
cannot live without it. Needs are seen as limited. 

Examples: basic food, shelter, clothes

Want
Something that a person would like to have. 
Wants are seen as unlimited. 

Examples: lemonade, house, car

Problems of these definitions
It is not possible to separate needs from wants 
in an objective way. What people “really need” 
and what they actually “want” depends on their 
personal view. Therefore, instead of distinguish-
ing between needs and wants, some economists 
suggest that there are only wants which differ in 
importance. 

Example: There is a need for clothes. In order to 
survive, it would be enough to wear rags. 
However, in order to survive “socially”, that is to 
be accepted by others, rags might not be 
enough. So the person might need decent 
clothes. But still it remains unclear what 
“decent” means (e.g. second hand or branded 
clothes?).

Need
A deficiency that a person feels and that she or 
he wants to eliminate. (= Bedürfnis)
Needs are seen as unlimited. 

Examples: hunger, thirst, to be cold, loneliness

Requirements
Particular goods which can satisfy a need.  
(= Bedarf)

Examples: food, water, clothes, company

Demand
Part of the requirements that consumers are 
willing and able to buy. (= Nachfrage)
There will only be demand if people have the 
purchasing power (e.g. money) necessary to 
buy a good so the requirement becomes 
effective in the market. 

Examples: demand for bread, bottled water, 
t-shirts, membership in a club

Note: In the English language, requirement and 
demand are used as synonyms, so it is hardly 
possible to distinguish between them.

In the economic literature (both Anglo-American and German), the definitions are not 
always applied in a consistent way. Often, needs and wants are used as synonyms, which 
is also often true for needs and requirements. The book at hand uses the German defini-
tions as explained in the table above. 

Artificial demand creation through advertising

Advertising does not only fulfil the function of providing information about the adver-
tised products, but it also plays a major role in the emergence of needs and requirements.

The artificially created “fashions” and “trends” result in social pressures from which fash-
ion-conscious buyers (especially young people) cannot escape. Children and young people 
are therefore a perfect target group for advertising experts: for youngsters “coolness” and 
belonging to a group are of importance; they define themselves by the clothes they wear 
and the most up-to-date styling, and they also maintain this attitude towards their parents 
(e.g. rucksack instead of a school bag, sports shoes instead of leather footwear, mobile, 
designer clothes). Advertisers exploit the lack of experience and the credulity of children 
and young people in a very irresponsible manner (e.g. sweets that allegedly are good for 
your health). “Unfashionable products” are considered unsuitable simply because of ad-
vertising, although they may still be quite functional. Thus, advertising creates a kind of 
throw-away mentality and, increasingly, becomes a burden on the environment.

Section
 C 3.4

Tasks 
1.1.2 p. 24
1.1.3 p. 26
1.1.4 p. 27



16 1	 Introduction to economics 

A

Advertising invades children’s rooms

According to consumer protection experts increasingly businesses lure young buyers with mis-
leading advertising. In the past few years, the purchasing power of children and young people 
has continued to rise. Boys and girls aged between six and nineteen have no less than € 20.5 
billion at their disposal per year. On average, their pocket money alone amounts to € €73 per 
month, with the boys having a little more money to spend than the girls. In addition children 
exert a considerable influence on their parents’ purchasing decisions. This is not only true of 
foodstuffs, but also applies to the purchase of a car. It is not surprising therefore that advertising 
directly addresses the inexperienced young customers. Due to the increased accessibility of the 
modern media, their attention can be attracted on a quasi-permanent basis, by e-mail, text mes-
saging, the internet and by television. On average, children and young people watch more than 
30 TV spots per day (more than 50 in the USA). This development is strengthened further due to 
the fact that every fifth child possesses a TV set. As a result enormous advertising pressure is 
being exerted that meets with the curiosity and credulity of children. Therefore the manner of 
advertising for harmful and unhealthy products is all the more irresponsible. Thus, it is no coin-
cidence that the 6 to 12-year-olds spend their pocket money primarily on sweets and that, at the 
same time, one in five children and one in three youngsters are overweight.

(Source: Press release of the federation of German consumer organisations (vzbv); data for 2005)
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1.1.2	Scarcity of goods: a fundamental economic problem

Scarce goods and diversity of needs

Most goods are not readily available in abundant supply or in a usable form. Most goods
▪	 which are only in limited supply 
▪	 the production of which entails costs and 
▪	 which therefore are to be had at a price only
are called economic goods.
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Economic goods are scarce in relation to the needs. For some goods we can observe sat-
uration tendencies and overproduction (e.g. agricultural goods in the European Union). 
This does not mean that the statement of scarcity of goods is wrong. On the contrary, 
scarcity means that considering sum total sum of the needs of all human beings, not all 
the goods are available in sufficient quantity to satisfy all the needs.

There is a situation of scarcity when total needs exceed the quantity of goods available to sat-
isfy all the needs.

In contrast, there is no limitation to the availability of free goods (e.g. sea water). As no 
efforts are required to make them available costs do not arise. As a consequence, these 
goods do not have a price. However, as the increasing pollution of the environment 
shows, we are careless with the use of goods that have no price. Thus, it may well hap-
pen that goods which originally were freely available (e.g. fresh air) may become scarce 
goods in the course of time.

Free goods

Generally speaking air is a free good. In underground mining on the other hand air is a scarce 
good. It takes some effort to pump fresh air into the mines by means of ventilation systems. 
This is costly. But today, even above ground at certain times of the day and in certain loca-
tions, air is no longer a free good. Air pollution (e.g. unduly high ozone levels), however, can 
at least partly be avoided by means of costly measures (e.g. by installing catalytic converters 
in motor vehicles).

The disparity between the variety of needs and the availability of goods is a fundamen-
tal problem in the science of economics.

The scarcity of goods in relation to the unlimited scope of human needs is the fundamental 
problem in economic theory.

Distinction of goods according to scarcity

Free goods Economic goods

▪	� They are freely available in unlimited quantity.
▪	� Their provision does not entail any costs.
▪	� They have no price.
▪	� They do not involve any economic activity.

▪	� Their availability is limited.
▪	� Their production causes costs.
▪	� They have a price.
▪	� They involve economic activities.

Scarce goods: Causes for economic activities

The basic tension between the needs which are 
taken to be unlimited and the scarce goods is 
the driving force of all economic activity and 
thus the cause for the production of goods.

Free and scarce goods

Sea water, air, sand and sun are free goods. Beach 
chairs, however, as well as the spare time that is 
necessary to be able to use these chairs, are 
scarce goods.

Task 1.1.5 
p. 27
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Economic activity means taking well-planned decisions for the production and use of scarce 
goods that serve to satisfy needs.

Economic goods, which are the outcome of a production process, are scarce because the 
resources required for their production are also scarce.

Resources are means for production. They comprise financial means and goods for production 
purposes as well as the working skills of human beings, their knowledge and time.

Opportunity costs

Due to the scarcity of resources human beings have to be selective and decide on the 
production of certain kinds of goods. At the same time this decision always means that 
other goods that could possibly have been produced instead of the selected ones are not 
available. In economic theory the loss of benefit resulting from such a decision is consid- 
ered a special type of costs. These costs are called alternative costs or opportunity costs.

The loss of the benefit which results from the specific use of scarce resources instead of an-
other use is called opportunity costs.

Opportunity costs

One afternoon on a sunny summer day, student Eve is faced with the decision whether to go 
swimming in an outdoor pool or to study for the class test which will take place the next day. 
She does not have enough time to do both. (It is assumed that it is practically impossible to pre-
pare for the test on the lawn of the open air pool.) If she decides to go swimming, opportunity 
costs will arise amounting to the loss of the benefit of achieving a better result in the test which 
she might otherwise have achieved.
For John, a student, who likes to go to football matches rather than to the theatre the resources are 
inadequate (in terms of time and possibly also money) to do both. The opportunity costs of going to 
a football match arise from the loss of the benefit of attending a performance in the theatre.

Absolute scarcity of non-renewable resources

For some goods there is not only a situation of relative scarcity (in relation to the quantity 
of needs) but also an absolute scarcity. (The availability of goods is severely restricted.) 
This certainly applies to the non-renewable resources (e.g. mineral resources). Their de-
posits cannot be increased and their availability is limited now and in future.

Goods of absolute scarcity

Mineral resources are only available in a lim-
ited quantity that cannot be increased. They 
are scarce in absolute terms therefore and are 
called non-renewable natural resources. Esti-
mates as to how long the available deposits 
will last depend on the knowledge about the 
geology of the deposits and the technical and 
economic means to extract the deposits that 
are known. Considering the estimated energy 
requirements worldwide and the available re-
sources, one can predict how long the non-re-
newable energy resources will last. (cf. data 
on the left as of 2005)

Source: Federal Office for Geo-sciences and Natural Minerals

Crude oil	 43 years

Natural gas	 64 years

Coal	 207 years

Lignite (soft coal)	 198 years
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Approximately half of the 190 plus countries in the world have no reserves of non-re-
newable natural resources. The most important of the deposits of natural resources are 
found in only about 30 countries. Thanks to inventions of various kinds certain mineral 
resources can meanwhile be substituted by plastic materials. Due to the permanently 
increasing world population, however, the scarcity of natural resources, especially of 
fertile land, of renewable energies and of water is increasing all the time. And further-
more, the uneven distribution of these resources in the different regions of the globe is 
the root cause for more and more violent conflicts.

Limits to growth

A report entitled “Limits to growth” and published in 1972 aroused considerable inter-
est, especially as it drew attention to the effects of the limited deposits of natural re-
sources. Based on the assumption that environmental awareness and the behaviour of 
mankind would not change and that the process of industrialisation worldwide would 
continue unabated, scientists made the following predictions based on computer simu-
lations:

1.	� Depletion of the most important raw material deposits and energy sources within one 
generation

2.	� Destruction of the environment and major famines as well as overpopulation of the 
planet Earth.

American way of life and energy consumption

At the 2001 World Climate Conference, the former US President George W. Bush had his spokes-
person explain his rejection of any worldwide measures for the protection of the environment and 
the climate as follows: “The President believes that high energy consumption is an American way 
of life, and that it should be the goal of policymakers to protect the American way of life.”

Ari Fleischer, spokesman of the former US President, in Newsweek (21 May 2001)

Rounding differences Source: BP© Globus (translated)
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1.1.3	Variety of needs and scarcity of goods: an ethical problem

Ethics is a sub-discipline of philosophy. By applying the principles of ethics philoso-
phers try to explain how good and evil behaviour manifest themselves and how the 
human being should act. The use and distribution of scarce goods implies important 
questions for business ethics.

Business ethics is a sub-discipline of economics. Its representatives are concerned with the 
problem of how business activities can be made compatible with ethical principles.

Golden rule of ethics

One of the most important basic ethical rules for assessing correct behaviour is as fol-
lows: “Everything you want other people to do for you, you should do for other people.” 
However, when transferring this “golden rule”1 to the satisfaction of cultural needs and 
the desire for luxury goods, limits will soon be reached. Such needs are determined by 
the respective cultural, social and economic conditions in which people live. Therefore 
it may well be that something that a particular person desires for him- or herself may 
not be desirable for another person. Thus, the western lifestyle and the negative fea-
tures that go with it may not necessarily be considered worth imitating by people living 
in other parts of the world and in other cultures. 

Energy consumption: an ethical problem

The consumption of non-renewable energy resources such as oil, natural gas and coal 
means that other people will be excluded from the possibility of using these goods to 
satisfy their own (basic) needs now and also in the future. At the same time the carbon 
dioxide (CO2) that escapes into the atmosphere during the combustion process of these 
energy-bearing materials is the main cause of world-wide climate change. In this case 
the ethical question could be worded as follows: “Do the people in industrialised coun-
tries have the right to use up the major part of these non-renewable energy-bearing 
resources simply to maintain their standard of living and at the same time cause im-
measurable damage to the environment which again is harmful especially for the con-
tinuously growing population in the developing countries?”

Rich, fat but not happy

WASHINGTON (dpa) According to a study by the Worldwatch Institute the worldwide spread 
of the western lifestyle poses a threat for the eco-systems and the development opportunities 
of poor countries. The trend towards ever bigger cars, bigger fridges and bigger houses is 
more than our planet can bear. … At the same time 1.2 billion people live in extreme poverty. 
Unrestrained consumer appetite harms nature and makes it even more difficult for poor peo-
ple in the world to satisfy their basic needs. The ever increasing consumption that also leads 
to people becoming obese does not make them any happier. Similar to data collected back in 
1957, only about one third of the American citizens today say that they are “very happy”, al-
though back then individual wealth was only half of what it is today.

Badische Zeitung, 09. January 2004, p. 10 (translated)

1	 In ethics this rule is also called “golden rule”. In many different variations it is a fundamental part of the 
ethical concepts of nearly all major religions. Negatively phrased it is commonly known as the proverb: 
“What you do not wish to be done to yourself, do not do to others.”




