
Lesson A1–1

Exploring Agribusiness in a

Free Enterprise System

Unit A. Introduction to Agribusiness

Problem Area 1. Concepts of Agribusiness

Lesson 1. Exploring Agribusiness in a Free Enterprise System

New Mexico Content Standard:

Pathway Strand: Agribusiness Systems

Standard: VI: Use sales and marketing principles to accomplish an AFNR business objec-

tive.

Benchmark: VI-A: Conduct market research.

Performance Standard: 2. Apply economic principles to marketing (e.g., supply and

demand).

Student Learning Objectives. Instruction in this lesson should result in students

achieving the following objectives:

1. Discuss economics and its three major components.

2. Describe the six types of economic systems.

3. Identify the characteristics of the American economy.

4. Identify the specialization of agricultural economics.

New Mexico Agribusiness Management Lesson Plan Library

Unit A. Problem Area 1. Lesson 1. Page 1.



List of Resources. The following resources may be useful in teaching this lesson:

Recommended Resources. One of the following resources should be selected to accompany the

lesson:

Gibson, Jerry D., et al. Agribusiness: Management, Marketing, Human Resource
Development, Communication, and Technology. Danville, Illinois: Interstate Pub-
lishers, Inc., 2001. (Textbook, Chapter 1).

Ricketts, Cliff and Omri Rawlins. Introduction to Agribusiness. Albany, New York:
Delmar Publishers, 2001. (Textbook, Chapter 17).

Steward, Jim, et al. Farm and Ranch Business Management. Moline, Illinois: Deere
& Company Service Publications Department, 1992. (Textbook, Chapter 14).

Other Resources. The following resources will be useful to students and teachers:

Hamilton, William H., Donald F. Connelly, and D. Howard Doster. Agribusiness:
An Entrepreneurial Approach. Albany, New York: Delmar Publishers, 1992.

Newman, Michael E. and Walter J. Wills. Agribusiness Management and Entrepre-
neurship. 3rd ed. Danville, Illinois: Interstate Publishers, Inc. 1994.

List of Equipment, Tools, Supplies, and Facilities

Writing surface

Overhead projector

Transparencies from attached masters

Copies of student lab sheet

Terms. The following terms are presented in this lesson (shown in bold italics):

Agricultural economics
Allocates
Capitalism
Communism
Economics
Fascism
Free enterprise
Free resources
Needs
Products
Resources
Scarcity
Services
Socialism
Subsidies
Wants
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Interest Approach. Use an interest approach that will prepare the students for the les-

son. Teachers often develop approaches for their unique class and student situations. A possible

approach is included here.

Ask the class to take out a piece of paper. On the board write down a list of items including: clothes, food,

shoes, jewelry, perfume/cologne, CD’s, radios, etc.. Have the students make a list of wants and needs

including these items. Have students consider what they have and decide whether or not they wanted it or

needed it. In relationship to agriculture, explain that for farmers to produce food they have to have tools

and machinery. While a tractor may be a need, a tractor with a cab, air conditioning, and a radio is a

want. Lead the discussion into objective number one.

Summary of Content and Teaching Strategies

Objective 1: Discuss economics and its three major components.

Anticipated Problem: What is economics and what are its major components?

I. Economics is the science that deals with the production, distribution, and consumption of

wealth. There are three different components of economics, scarcity, types of resources, and

wants and needs.

A. Scarcity is a situation where resources are lacking. Economics studies the way society

allocates, or distributes, its scarce resources. Not all resources are scarce, those that are

readily available are called free resources. Shortage and scarcity are not the same. Scar-

city exists as a result of limitations of a resource, a shortage is a temporary situation.

B. Resources are items ready to use at any time. Resources considered factors of production

include land, labor, capital, and management. These resources are used to make prod-

ucts and provide services. Products are the goods produced to meet the needs of custom-

ers. Services are activities provided to consumers for a fee.

C. Needs are things needed for daily living, food and shelter are examples of needs. Wants

are things that are not necessary for daily living. The differentiation between wants and

needs proves interesting, because the more people get, the more they want.

D. There are three questions commonly asked in reference to economics. These are, what

goods should be produced and how much of each? How should the goods be produced?

And, who should get what?

Refer to TM: A1–1A Economic Terms to review objective one. Refer to the recommended readings for

additional information. LS: A1–1A Identifying Needs and Wants can be used as a review for this objec-

tive.
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Objective 2: Describe the six types of economic systems.

Anticipated Problem: What are the six types of economic systems?

II. Six types of economic systems have been identified by economists; these are, traditional sys-

tem, capitalism, socialism, fascism, command or communism, and a mixed economic system.

The difference between each is the level of control by individuals versus by government.

A. In the traditional system of economics, things are done according to how they’ve been

done in the past. Decisions are based on beliefs handed down for generations.

B. Capitalism is an economic system where the individual owns the resources and can use

their time and resources as they want. Government involvement is low, the individuals

must be self-regulating. Private ownership allows for competition.

C. Socialism is an economic system where the public has ownership of all productive

resources. In this system, the government is responsible for making all of the production

decisions. The state establishes prices, thus eliminating competition.

D. Fascism is an economic system where individuals own the resources but produce goods

as directed by the government. Individuals who support the government have more eco-

nomic power than those who do not. This economic system allows the government to

have complete control over nearly all aspects of business.

E. Communism is an economic system where one party controls all means of production.

Private individuals have no control over resources, the government exercises complete

control of the economy.

F. A mixed economic system is one that is a combination of all of the above systems. The

U.S. economic system is mixed. The U.S. government provides subsidies, money or aid,

in order to encourage people to increase or decrease production of products or services.

Use TM: A1–1B Six Types of Economic Systems, to outline this objective. Refer to the recommended

resources for additional information.

Objective 3: Identify the characteristics of the American economy.

Anticipated Problem: What are the characteristics of the American economy?

III. There are six characteristics of the American economy, or free enterprise system. They are:

little or no government control, freedom of enterprise and choice, the right to own property,

profit incentive, and chance for competition.

A. Government’s role in a free enterprise system is to regulate and protect the public while

keeping the economy in balance. Individuals own and have choices over their resources,

but must do so within the limits of the law.

B. Americans have freedom of choice within the U.S. economic system. Free enterprise

refers to an individual’s freedom to own and control production of resources.
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C. Freedom of choice means freedom to make decisions about what should be produced.

However, government has set safety standards meant to protect consumers. The govern-

ment also regulates utilities.

D. Americans have the right to own private property including land, automobiles, and

more. There is no limit on how much you can own outside your own budget limitations.

Profits you make as a result of your private property are yours to keep after reasonable

taxation.

E. Profit incentive is the ability to make a profit from the private property you own. Profit

drives people to produce more products for others to buy.

F. Competition is a rivalry for a business’s customers or markets. Businesses survive based

on their ability to produce products competitively.

Use TM: A1–1C Six Characteristics of Free Enterprise to review this objective. Ask students to give

examples of how the American economy effects them. Are they effected by competition in the market-

place? Use the assigned readings in the resource texts to assist in introducing the topic.

Objective 4: Identify the specialization of agricultural economics.

Anticipated Problem: How is agricultural economics specialized?

IV. Agricultural economics is the application of economic principles to agricultural problems.

Therefore, agricultural economics is an applied science rather than a basic science.

A. The main emphasis of agricultural economics is farm production. However, it includes

the entire agricultural industry.

B. Agricultural economics includes agricultural finance, rural development, and agricul-

tural policy.

TM: A1–1D Agricultural Economics reviews the areas of agriculture related to agricultural economics.

The recommended resource texts also contain excellent fundamental information dealing with this objec-

tive.

Review/Summary. Summarize the lesson by reviewing the students learning objectives.

The anticipated problems can be used as student review questions. Chapter reviews from the

books listed on the resource list may also be useful.

Application. The following student activity can be used to apply the student learning objec-

tives:

LS: A1–1A: Identifying Needs and Wants

Evaluation. Evaluation should be based on student comprehension of the learning objec-

tives. This can be determined using the attached sample written test.
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Answers to Sample Test:

Part One: Matching

1. b

2. c

3. f

4. e

5. a

6. d

Part Two: Completion

1. Capitalism

2. Communism

3. Fascism

4. Socialism

Part Three: Short Answer

Little or no government control, freedom of enterprise and choice, the right to own prop-

erty, profit incentive, and chance for competition.
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Sample Test Name_____________________________________

Test

Lesson A1–1: Exploring Agribusiness in a

Free Enterprise System

Part One: Matching

Instructions. Match the term with the correct response. Write the letter of the term by the defini-
tion.

a. Products c. Wants e. Economics

b. Services d. Needs f. Scarcity

_______ 1. Activities provided to consumers for a fee.

_______ 2. Things that are not necessary for daily living.

_______ 3. A situation where resources are lacking.

_______ 4. The science that deals with the production, distribution, and consumption of

wealth.

_______ 5. Goods produced to meet the needs of consumers.

_______ 6. Things needed for daily living.

Part Two: Completion

Instructions. Provide the word or words to complete the following statements.

1. __________________ is an economic system where the individual owns the resources and

can use their time and resources as they want.

2. _______________ is an economic system where one party controls all means of production.

3. __________________ is an economic system where individuals own the resources but goods

are produced as directed by the government.

4. __________________ is an economic system where the public has ownership of all produc-

tive resources.

Part Three: Short Answer

Instructions. Provide information to answer the following question.

Identify the six characteristics of the American economy.
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TM: A1–1A

ECONOMIC TERMS

� Economics

� Scarcity

�Allocates

� Free resources

� Resources

� Products

� Services

�Needs

�Wants

New Mexico Agribusiness Management Lesson Plan Library

Unit A. Problem Area 1. Lesson 1. Page 8.



TM: A1–1B

SIX TYPES OF

ECONOMIC SYSTEMS

� Traditional system

�Capitalism

� Socialism

� Fascism

�Communism

�Mixed economic system
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TM: A1–1C

SIX CHARACTERISTICS OF

FREE ENTERPRISE

� Little or no government control.

� Freedom of enterprise.

� Freedom of choice.

� Right to own property.

� Profit incentive.

�Chance for competition.
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TM: A1–1D

AGRICULTURAL

ECONOMICS

Agricultural economics: application of
economic principles to agricultural
problems

Main emphasis: farm production

Also includes:

�Agricultural finance

�Rural development

�Agricultural policy
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LS: A1–1A Name_____________________________________

Lab Sheet

Identifying Needs and Wants
Instructions: Read the statements below. If the statement is an example of a want, write a W on
the line, if it is an example of a need, write an N on the line.

_______ 1. A tractor with a radio and air conditioning.

_______ 2. Grain for poultry feeding.

_______ 3. A new high speed dryer for a bin with a working dryer.

_______ 4. A new milking head to replace one that has broken.

_______ 5. New embroidered captain’s chairs to take to shows next summer.

_______ 6. Straw for bedding.

_______ 7. A combine to replace the one traded in last year.

_______ 8. A shiny new combine that looks nicer than the one in the machine shed.

_______ 9. A brand new pick up truck with a big engine, lift kit, and roll bar.

_______ 10. A pick up truck to be used when doing chores and running errands.
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LS KEY: A1–1A

Lab Sheet Key

Identifying Needs and Wants

1. W

2. N

3. W

4. N

5. W

6. N

7. N

8. W

9. W

10. N
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