Economics Section 13.2 Opportunity Costs and Tradeoffs
1. Process by which goods and services are made available to the people  who want them is called ___________________
2. Act of buying or using goods or services is called __________________
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Place in order 1-8, using the chart
__ Computer

__ George uses his computer

__ George wants a computer game

__ Computer shipped to store

__ Programmer, silicon, factory

__ George wants a computer

__ George buys a computer

__ Computer is assembled in factory
3. An exchange of one thing in return for another, especially relinquishment of one benefit or advantage for another regarded as more desirable is called ______________

4. The highest valued benefit given up when a choice is made is called ____________________
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Activity 2
Budget Tradeoffs

You are a graduate of a technical community college and have a job as a surgical technician. Your
salary for the current year is $2100 per month. Below is a possible budget for you. Itis only a
proposed budget and you can make changes, but you cannot change the taxes, housing, car payment,
and car insurance amount for next month. You may add other budget categories in the spaces
provided, if you wish.

Plan your budget for month 1 using the proposed budget as a guide. Your total for the month cannot
be more than $2100.

MONTHLY BUDGET
Budget Category Proposed | Month 1 | Month 2

All taxes $ 420 $ 420 $ 420
Housing (includes utilities, cable TV, local phone) 625 625 625
Food — groceries 250

Food — eating out 100

Clothing 85

Car payment 200 200 200
Car — operation (gas, oil) 65

Car — insurance 50 50 50
Car — repairs 30

Medical insurance (deductibles and co-payments) 25

Entertainment - movies, hanging out, snacks, beverages, 75

etc.

Newspapers, books, magazines 20

Gifis (birthdays, Mother's Day, etc.) 25

Savings (for stereo) 100

Miscellaneous (haircuts, toiletries, laundry, etc.) 30

TOTAL $ 2100 $2100 |$ 2100

1. Did you make any changes in your actual budget for month 1? Explain.

2. What tradeoffs did you make?
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5. What tradeoffs did you make?
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Activity 3
Assessment

The recently elected mayor has inherited a budget
deficit. He has asked you as budget director to cut
$500,000 from the city’s budget. The areas targeted for
budget cuts and their current appropriations are below.

Department Current Final Budget
Parks and Recreation
Opening and maintaining six citywide swimming pools $240,000
Youth Programs
Summer work program 200,000
High school grade incentive program 200,000
After school athletic program 100,000
After school tutorial program 100,000
Public Safety
Safety patrols
Downtown business district 50,000
Five adjacent neighborhoods 75,000
Police and fire
Three additional police officers 150,000
Fire education program 40,000
TOTAL $1,155,000 $655,000

Your task is to prepare a recommendation for the mayor. Your recommendation should

State which areas of the budget should be cut

Describe the tradeoffs involved

Identify the opportunity cost of your recommendation

Summarize the likely future consequences of your recommendation
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City Budget Cuts

6. What tradeoffs did you make in order to balance the budget?

7. What is the opportunity cost of your budget recommendation?

8. Summarize the likely future consequences of your budget recommendation.







