Name ____________________________________  Date __________________________________ Period ___ 
Opportunity Cost
Every choice involves an opportunity cost.  By deciding to use resources in one way, the decision-maker must give up all opportunities to use those resources in another way.  Every financial decision you make has an opportunity cost.  If you purchase item A, you cannot buy item B.  A choice must be made.  For the following exercise, your group (2-3 members) will plan a hypothetical prom.  You have a total of $9,635 to spend on prom.  You may not spend more than this amount on the dance, but you do not have to spend all of it on the dance.  Any money "left over" can be used for a class project, designed to help your school or community. There are three categories of expenditures for the dance. 1) hiring a band, 2) renting a place to hold the dance, and 3) providing refreshments and decorations. A committee has provided the following information for your group’s consideration.  Circle your selection for each category. 
	Cost
	Bands Available:

	$1,000
	Plain, Loud, and Cheap, a local rock and roll band

	$2,500
	Busting Gourds, rock with an English twist

	$4,000
	Granite - good hard rock

	$5,000
	The National Debt - "getting bigger every day" - a popular new group

	$6,500
	Philadelphia Transit Authority (the PTA) - nationally known, 2 gold albums

	$8,000
	The Rolling Rocks - well known touring group from England 


	Cost
	Places Available:

	$200
	School Gym

	$600
	American Legion Hall

	$1,500
	The Inn on the Hill

	$2,000
	The Two Seasons Hotel

	$3,000
	The Valley Country Club


	Cost
	Refreshments and Decorations:

	$500
	Home Economics classes fix sandwiches and make decorations

	$1,000
	Catered - snacks and decorations

	$3,000
	Catered - fancy snacks and fancy decorations

	$5,000
	Package deal - snacks and decorations at dance; and an after-dance meal at a restaurant. 


In what ways is planning a prom similar to decisions you have to make with your own money? In what ways is it different?  
__________________________________________________________________________________________
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Name ____________________________________  Date __________________________________ Period ___ 
Opportunity Cost
Every choice involves an opportunity cost.  By deciding to use resources in one way, the decision-maker must give up all opportunities to use those resources in another way.  Every financial decision you make has an opportunity cost.  If you purchase item A, you cannot buy item B.  A choice must be made.  Consider the following scenario:
Last year, Juan graduated from a two-year technical training school and got a job as a machine operator at a nearby manufacturing plant. His salary is now $1,990 per month. His employer pays for medical insurance.  Juan is sharing an apartment with a high school friend who also works at the plant. They are each spending $385 a month for a two-bedroom apartment Juan is saving up for a new iPad that costs $500.
Look at Juan's monthly budget in the table below.  If you were earning Juan’s salary of $1,990 per month, how would you divide it up among these categories or for things you want?  
	Budget Categories
	Juan’s Budget Choices
	Your Budget Choices

	Social Security and Income Tax
	$330
	

	Housing (includes gas, electric, phone, water)
	$385
	

	Food - groceries
	$220
	

	Cell Phone
	$50
	

	Cable or Satellite 
	$55
	

	Internet 
	$30
	

	Clothing
	$75
	

	Car payment
	$335
	

	Car operation (gas, oil)
	$100
	

	Car - insurance
	$105
	

	Car - repairs
	$30
	

	Medical Insurance (deductibles and co-pays)
	$25
	

	Entertainment - movies, hanging out, snacks, beverages, eating out
	$100
	

	Gifts for birthdays, Mother's Day, etc.
	$20
	

	Savings 
	$100
	

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

	Other:
	0
	

	Other:
	0
	

	Total:
	$1990
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