ANSWER KEY
Reading Notes Section 2.4

Name: _______________________

Period #: __________

1.)  A pictoword is a symbolic representation of a word that shows its meaning.  IN YOUR SS NOTEBOOK p. 25, write the definition and create a pictoword for each of the following terms: 

· Utility – the satisfaction or pleasure one gets from consuming a product or service 

· opportunity cost – the value of the next best alternative you could have chosen
· Diminishing marginal utility – a law stating that the marginal utility (extra satisfaction or pleasure) of something decreases as we get more of that thing.
2a.)  Identify one decision you made in the Economic Decision Making Activity (for example, to attend the football game). I chose to attend the football game.  

2b.)  List all the tradeoffs of that decision.  

A tradeoff is every alternative choice that is NOT chosen.  Therefore, my tradeoffs include, giving up time to spend with my mom on her birthday, not spending time with my friends, not working, and not going to the concert.
2c.) In your list, circle your opportunity cost of that decision.  

2d.)  Explain why this is your opportunity cost.

Opportunity cost is the value if the next best alternative (2nd choice) that is given up when making a choice.  Since I gave up my mom’s birthday and this was my 2nd choice, this is my opportunity cost.
3a.)  Using the decision matrix in section 2.4 of the reading packet, make a decision about where you would buy the video game. Big Box Store.  

3b.)  List the tradeoffs of that decision.  

The Big Box Store is the cheapest so the tradeoff is my time for money.
3c.)  List the opportunity cost.  My opportunity cost is the catalog because it is the 2nd cheapest.
4.)  Describe or draw an example of a time in your life when you encountered diminishing marginal utility.

Diminishing marginal utility – the more we consume of something, the less satisfaction we will get from each additional unit of it.  For example, eating too many cookies made me sick.  Buying too many video games made me poor.
