Economic Skills: Marginal Analysis
Economic reasoning can help explain human actions and anticipate the consequences of decisions.  Effective decision making requires comparing the marginal costs with the marginal benefits.  
Following is a cost-benefit analysis of the decision: (A) Attend college in-state or (B) Attend out-of state college.  Analyze this decision by assigning weights to each quadrant based on how important each cost or benefit is to you (1 being not important, 5 being very important).  
		Attend College
IN-STATE

	COST
	BENEFIT

	
Parents will visit
_____

	
Friends attending
_____


	
Must live in the dorm
_____

	
Can get into program of choice
_____


	
No car
_____

	
Big campus life
_____





12
		Attend College
OUT-OF-STATE

	COST
	BENEFIT

	
$6K more in tuition 
_____

	
No friends attending
_____


	
No campus sports teams
_____

	
Can live in an apartment
_____


	
General studies
_____
	
May have a car
_____
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Add your columns and analyze your results, would you attend college in-state or out-of-state?  How does assigning weights to the benefits and costs help you with your decision? 
Shopping Cost/Benefit Analysis

Becky has won a $5,000 shopping spree to the nearby mall and is trying to decide what to buy.  The two options that Becky has are listed below.  Create a cost/benefit analysis for both Option #1 and Option #2.

1)
	a. Five Hollister Shirts	-------------	$50.00/each
	b. Two I-Pod Touches 	-------------	$200.00/each
	c. Three pairs of Uggs boots	------	$200.00/each
	d. A labradoodle puppy		------	$1200.00
	e. Two pairs of jeans	     --------	$200.00/each
	f.  An Apple laptop		-------------	$1600.00
	g. Five Abercrombie hoodies	------	$50.00/each
	h. Diamond earrings   -----------------	$300.00



2) 
	a. Four Hollister shirts	-------------	$50.00/each
	b. One I-Pod Touch	  ------------------ $200.00
	c. Five pairs of sneakers		------	$100.00/each
	d. A kitten		   ------------------------	$400.00
	e. Two laptop computers		------	$1600.00/each
	f.  A pair of jeans		-------------	$200.00/each
	g. Six Abercrombie hoodies	------ $50.00/each




Teacher Reference Sheet Choice and Opportunity Cost

I. Making Choices

a. Limited Resources: There are never enough resources to meet all our economic wants.

i. Ex. Oil, lumber (society) Explain how these resources are scarce and why it is important to prioritize how they are used.

ii. Ex. Labor (individual) Explain that people do not have an endless supply of time. They are limited by the hours available in a day. Individuals must prioritize how they want to use their time.  

b. Allocation: the process of deciding which economic wants will be satisfied and which resources will be used to fulfill them.

i. Ex. Tax dollars (society) Government decides how to use the money that is collected throughout the year.  More important issues are placed at the top of the list and money is allocated to these projects.

ii. Ex. Your allowance (individual) You as an individual decide if you want to spend your money as soon as you get it or if you want to save up for something bigger.

c. Opportunity Cost: the value of the next best alternative that you give up when you make a choice.  The value of the opportunity lost.

i. Ex. Using tax dollars for schools VS. roads (society) What is the opportunity lost when allocating tax dollars?

ii. Ex. Studying for a test VS. going to a concert (individuals)  What is the value of the opportunity lost when deciding to study for a test instead of going to a concert.

II. The Numbers Game

a. You have $500.00 You have two products that you are looking at buying:
i. Nike Shoes ($100.00/pair)
ii. Concert Tickets ($50.00/ticket)

b. For simplicity purposes, there are ONLY TWO options you can choose from
i. Option #1 : 1 pair of shoes and 8 sets of tickets
ii. Option #2:  4 pairs of shoes and 2 sets of tickets

c. If you choose option # 1, what are you giving up? What are you gaining?
Giving Up: 	3 pairs of shoes
Gaining: 	6 sets of tickets

d. If you choose option #2, what are you giving up? What are you gaining?
Giving Up: 	6 sets of tickets
Gaining:	3 pairs of shoes

What’s in it for Me?

Directions: Make a decision about what you would do in each of the following scenarios.  Then, explain both the costs and benefits of the decision.

1) You have been given free concert tickets to see your favorite band.  The concert is next Thursday.  Unfortunately, you also have a big economics test on Friday.  If you go to the concert, you will be gone the entire evening and have no time to study. 




 
2) You have $50.00 left in your bank account.  You have the option of using this money for gas for your car or the new pair of jeans you have been wanting at Hollister.  






3) You have two hours before your parents get back from their trip to the Upper Peninsula.  They had asked you to clean your room before they returned and you haven’t quite gotten to it yet.  A friend of yours just called with free Pistons tickets for tonight’s game.





4) Your mother gave you $250.00 to buy your textbooks for your college classes.  However, you really would LOVE to buy some new gym shoes and a new winter coat.  






5) You and your best friend both have part time jobs at Subway.  You use your money for new clothes, shoes, and going out on the weekends.  Your friend, however, never goes out on the weekend and is saving his money to buy a used car.  You are now re-thinking what to do with your paycheck. 
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Cost/Benefit Analysis of being President of the United States
(Additional Practice)

Below, write down eight costs associated with being president and write down eight benefits associated with being president.  Circle (what you consider to be) the largest cost and benefit.

Costs

1)

2)

3)

4)

5)

6)

7)

8)

Benefits

1)

2)

3)

4)

5)

6)

7)

8)
