Aim #7:  - How do we measure the choices we make?

Topic:  Trade-offs and Opportunity Costs

Discussion Questions:  


- Why might economists believe it is better to measure by what is given up least/most vs. benefits/gains?

Trade-offs:  These are the two (or more) choices/alternatives - one of which we give up. 

Marginalism:  the extent of the usefulness of what you are adding when you trade off.  

Diminishing Marginal Utility -- how what you added diminishes in usefulness over time.    

Opportunity Costs:  This is what we are giving up/losing when you trade-off.  



*Economists measure choices in terms of opportunity cost, or what is being lost/given up when you produce the good/service you chose.  

How many units of product B will be sacrificed to produce product A?  





example:  nation has two trade-offs:  produces war goods or educational products. If the nation chooses to produce war goods, the opportunity cost would be educational products.  To find out the exact opportunity cost, you would calculate the difference between changing from producing war goods to educational products and vice-versa.  

