Making Economic Decisions
Economics Pt. 1, Lesson 2

I.  Trade-Offs
A.  __________ forces people to make ___________ about how they will use their _______________
B.  Every _____________ ____________ involves a trade-off

C.  _______________ cost: the cost of the next ____________ use of your _________or __________when you ______________ to do one thing rather than _____________
D.  Opportunity cost includes more than just ______________; includes time or _______________________
II.  Measures of Cost
A.  Fixed costs: ____________ that are the____________ no matter how many units of a ____________ are produced; examples?_________________________________________________
B.  Variable costs: ________________ that ______________ with the number of ____________ produced; examples?________________________________________________________________
C.  _____________ costs: _____________ costs + _____________costs

III.  Revenue and Benefit
 A.  _____________ Revenue: ________________ of units __________ multiplied by the __________________ price per unit

B.  Marginal Revenue: the _____________ revenue from selling ____________ unit of output

C.  Marginal Benefit: additional _____________ benefit associated with an _______________
D.  Cost Benefit Analysis: ______________ when the ______________ are greater than the ______________; what can cause the costs to be greater than the benefit?

Sample Cost Benefit Analysis: Think of a situation you are facing or have faced and list the cost and benefits of your choice

Cost:






Benefit:
