Unit 1
Chapter 1 “What is Economics?”    
       Section 2 "Opportunity Cost" P. 8 -11
Section Focus____________________________________________________________

________________________________________________________________________________________________________________________________________________________________________________________________________________________

Vocabulary

Trade-off _______________________________________________________________
________________________________________________________________________

Guns or butter ___________________________________________________________

________________________________________________________________________

Opportunity Cost _________________________________________________________

________________________________________________________________________

Thinking at the margins ____________________________________________________

________________________________________________________________________

Notes
As you read Section 2, fill in two supporting facts or details under each main idea by answering each question.
Main Idea: Trade-offs are alternatives that people give up when they choose one course of action over another.


1. Who makes trade-offs? ____________________________________________


_________________________________________________________________


2. Why do decisions involve trade-offs? _________________________________


__________________________________________________________________

Main Idea: Opportunity cost is the most desirable alternative given up as a result of a decision.


3. How does opportunity cost vary? ____________________________________


__________________________________________________________________


4. Why does opportunity cost vary? ____________________________________


__________________________________________________________________

Main Idea: Deciding whether to do or use one more or one less unit of some resource is thinking at the margin.


5. What does thinking at the margin help with? ___________________________


__________________________________________________________________


6. What does thinking at the margin help compare? ________________________


__________________________________________________________________

Answer the following questions.

7. In what ways are trade-offs and opportunity costs alike?

________________________________________________________________________________________________________________________________________________________________________________________________________________________

8. How does an opportunity cost differ from a trade-off?

________________________________________________________________________________________________________________________________________________________________________________________________________________________

9. What are “guns or butter” decisions?

________________________________________________________________________________________________________________________________________________________________________________________________________________________

10. How does thinking at the margin change the decision making process?

________________________________________________________________________________________________________________________________________________________________________________________________________________________

Concept Map






Quiz
Use each of the following terms in a sentence that suggests the meaning.

1. trade-off ______________________________________________________________

________________________________________________________________________

2. opportunity cost ________________________________________________________

________________________________________________________________________

3. thinking at the margin ___________________________________________________

________________________________________________________________________

Circle the letter of the correct ending in the blank provided.

4.
The economic concept of guns or butter means that

a.
a person can spend extra money either on sports equipment or food.
b.
a company must decide whether to manufacture guns or butter.
c.
a government must decide whether to produce more or less military or consumer goods.
d.
a government can buy unlimited military and civilian goods it is rich enough. 
5.
If a person who wants to buy a compact disc has just enough money to buy one, and chooses CD A instead of CD B, then CD B is the

a.
trade off.


c.
decision at the margin.


b.
opportunity cost.

d.
opportunity at the margin.

6.
A decision-making grid is a visual way of

a.
examining opportunity cost.

c.
making marginal decisions.

b.
selling goods or services.

d.
identifying shortages.

7.
Making a decision at the margin is possible only in situations where

a.
the available opportunity costs are unclear or complicated.

b.
the available alternatives can be divided into increments.

c.
there are more than three different types of alternatives to consider.
d.
there are differences in the amount of time each alternative will consume.
8.
Every decision involves trade-offs because
a.
everyone has to make decisions.
b.
everyone’s resources are limited.
c.
some people have more money than others.
d.
some decisions are made for business, others for society.
9.
All of the following are trade-offs for a student who spends a semester abroad 

EXCEPT

a.
eating all of their favorite foods.
b.
seeing friends from home daily.
c.
experiencing the culture of another country.
d.
missing family activities at home.
10.
A decision is made at the margin when each alternative considers.
a.
a different trade-off than the others.
b.
where the most costly alternative will be.
c.
what the “all or nothing” alternative will be.
d.
cost and benefit ranked in progressive units.
Opportunity Cost








