
ECONOMICS WEEK 3 GUIDE  
Overview of Week  

 This week you will learn about opportunity cost, marginal productivity, and goods & services.  
These factors of the economy effect businesses and consumers decisions on how to spend their 
money.  

Day One (1/18)  

Today, you have another school wide assignment and just like before you have to turn this 
assignment into one of your teachers or the office. 

• Assignment: Martin Luther King, Jr.  

Day Two (1/19)  

 This reading discusses opportunity cost and marginal productivity.   Each of these play a role in 
business decisions and can play a role in consumers decisions. 

• Read: Opportunity Cost  
• Read: Marginal Productivity  

Day Three (1/20)  

 This reading discusses goods, services, distribution of goods & services, and their marketing.  
You will see how the United States has turned towards service rather than producing goods 
themselves.  Each of these steps play a role within the economy as it effects the money 
businesses and consumers spend. 

• Read: Goods & Services 

Day Four (1/21)  

 This assignment is over both of your readings. 
• Assignment: Econ. Review 

Contact Information  

Email: ctrudo@floydbroncos.com   
Phone: (575)799-6588  
School Phone: (575)-478-2211 ext. 1020  
   

    



Assignment: Celebrate Martin Luther King, Jr. Day with the following activity. 

 Using the “I Have a Dream” handout, write ONE dream Martin Luther King, Jr. had for 
America. 

 In the second bubble, write ONE dream you have for America. 
o You will receive a participation grade worth 100 points for all of your classes on 

Monday, 18th. 
o Communicate this assignment through phone, text, email, Bloomz, or submit a written 

copy to the office. 
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I Have a Dream 
…It is a dream deeply rooted in the American dream.  

I have a dream that one day this nation will rise up and live out 
the true meaning of its creed: “We hold these truths to be self-
evident, that all men are created equal.” 

I have a dream that one day on the red hills of Georgia, the sons 
 of former slaves and the sons of former slave owners will be able 
to sit down together at the table of brotherhood. 

I have a dream that one day even the state of Mississippi, a state 
sweltering with the heat of injustice, sweltering with the heat of 
oppression, will be transformed into an oasis of freedom and 
justice. 

I have a dream that my four little children will one day live in a 
nation where they will not be judged by the color of their skin,  
but by the content of their character. 

I have a dream today! 

I have a dream that one day every valley shall be exalted, and 
	 	 	 	 	     every hill and mountain shall be made 
	 	 	 	 	        low, the rough places will be made 
	 	 	 	 	 	  plain, and the crooked places will 
	 	 	 	 	 	   be made straight; “and the glory 
	 	 	 	 	 	   of the Lord shall be reveaed and all 
	 	 	 	 	 	  flesh shall see it together.” 

	 	 	 	 	 	 	      This is our hope, and this is 
	 	 	 	 	 	 	          the faith that I go back to 
	 	 	 	 	 	 	 	   the South with…. 

	 	 	 	 	 	 	 	     - Martin Luther King, Jr. 

For more free printables, visit www.flandersfamily.info



Reading: The Concept of Opportunity Cost 

 

The Idea of Opportunity Cost 

Since resources are limited, every time you make a choice about how to use them, you are also 
choosing to forego other options. Economists use the term opportunity cost to indicate what 
must be given up to obtain something that’s desired. A fundamental principle of economics is 
that every choice has an opportunity cost. If you sleep through your economics class (not 
recommended, by the way), the opportunity cost is the learning you miss. If you spend your 
income on video games, you cannot spend it on movies. If you choose to marry one person, you 
give up the opportunity to marry anyone else. In short, opportunity cost is all around us. 

The idea behind opportunity cost is that the cost of one item is the lost opportunity to do or 
consume something else; in short, opportunity cost is the value of the next best alternative. 

Since people must choose, they inevitably face trade-offs in which they have to give up things 
they desire to get other things they desire more. 

Opportunity Cost and Individual Decisions 

In some cases, recognizing the opportunity cost can alter personal behavior. Imagine, for 
example, that you spend $8 on lunch every day at work. You may know perfectly well that 
bringing a lunch from home would cost only $3 a day, so the opportunity cost of buying lunch at 
the restaurant is $5 each day (that is, the $8 that buying lunch costs minus the $3 your lunch 
from home would cost). Five dollars each day does not seem to be that much. However, if you 
project what that adds up to in a year—250 workdays a year × $5 per day equals $1,250—it’s 
the cost, perhaps, of a decent vacation. If the opportunity cost were described as “a nice 
vacation” instead of “$5 a day,” you might make different choices. 
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Opportunity Cost and Societal Decisions 

These trade-offs also arise with government policies. For example, after the terrorist plane 
hijackings on September 11, 2001, many proposals, such as the following, were made to 
improve air travel safety: 

• The federal government could provide armed “sky marshals” who would travel 
inconspicuously with the rest of the passengers. The cost of having a sky marshal on 
every flight would be roughly $3 billion per year. 

• Retrofitting all U.S. planes with reinforced cockpit doors to make it harder for terrorists to 
take over the plane would have a price tag of $450 million. 

• Buying more sophisticated security equipment for airports, like three-dimensional 
baggage scanners and cameras linked to face-recognition software, would cost another 
$2 billion. 

 
Lost time can be a significant component of opportunity cost. 

However, the single biggest cost of greater airline security doesn’t involve money. It’s the 
opportunity cost of additional waiting time at the airport. According to the United States 
Department of Transportation, more than 800 million passengers took plane trips in the United 
States in 2012. Since the 9/11 hijackings, security screening has become more intensive, and 
consequently, the procedure takes longer than in the past. Say that, on average, each air 
passenger spends an extra 30 minutes in the airport per trip. Economists commonly place a 
value on time to convert an opportunity cost in time into a monetary figure. Because many air 
travelers are relatively highly paid businesspeople, conservative estimates set the average 
“price of time” for air travelers at $20 per hour. Accordingly, the opportunity cost of delays in 
airports could be as much as 800 million (passengers) × 0.5 hours × $20/hour—or, $8 billion per 
year. Clearly, the opportunity costs of waiting time can be just as substantial as costs involving 
direct spending. 

 

https://courses.lumenlearning.com/suny-microeconomics/chapter/reading-the-concept-of-opportunity-cost/ 
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BUSINESS 

Economics 101: What Is Marginal Product? Learn How To Calculate 
Marginal Product and Its Impact on Business 
Written by MasterClass       Last updated: Nov 8, 2020 •  

When business owners invest in their company by hiring new workers, purchasing new 
equipment, or ordering more raw materials, they aren’t just doing this for amusement. 
They are looking for a return on their investment. Specifically, they are looking for 
increased output, which should theoretically increase the net income of their company. 
The relationship between increased investment and increased output can be represented 
through the concept of marginal product. 

What Is Marginal Product? 
The marginal product of a business is the additional output created as a result of 
additional input placed into the company. It is also referred to as marginal physical 
product, or MPP. 
In practical terms, this might mean the additional donuts produced at a donut shop once 
they hire an extra employee. Or it might mean the additional number of strawberries 
harvested by a farmer who plants additional seeds. Or the additional revenue a bowling 
alley receives if it builds extra lanes. 

How Is Marginal Product Calculated? 
To accurately measure marginal product, one must isolate a specific change in a business 
and track how that change increases output. As such, there are multiple ways to calculate 
marginal product: 

• The marginal product of capital is the additional output that results from adding 
one unit of capital—typically cash. This metric often applies to start-ups, who rely 
on private investment to get their business off the ground. 

• The marginal product of labor is the additional output resulting from hiring 
another worker. This tends to apply to established businesses, like an automobile 
factory that adds a new worker to the production line. 

• The marginal product of land is the additional output gained from adding another 
unit of land. This might apply to a farmer who purchases a field adjacent to her 
existing property, or a factory owner who increases the square footage of her 
facility. 

• The marginal product of raw materials is the additional output gained from 
increasing a unit of material supply. Think of a rechargeable battery manufacturer 
who purchases a cache of lithium or cobalt (essential materials in manufacturing 
the leading model of battery). 

Most businesses enjoy a variable input—the business’s managers may choose to increase 
or decrease the amount of labor, raw materials, and raw capital placed into the business. 
Their choice to vary this input usually comes back to balancing marginal cost with 
marginal product, with a goal of maximizing profit. As factors of production change, 
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marginal productivity also changes, and so a business's total production and total profit 
may fluctuate as a result. 

3 Examples of Marginal Product 
Marginal product is most commonly measured in physical units. 

1. This means that a donut shop measures the number of donuts it can produce. 
Likewise, a cement manufacturer measures the number of cubic yards of cement it 
can produce. 

2. In service industries, such as tutoring or hairstyling, marginal product might refer 
to the number of services provided—such as individual lessons or haircuts. 

3. In the financial world, marginal product may simply refer to money. Since hedge 
funds and venture capital firms do not actually produce goods or services for the 
general public, they would measure their marginal product in the amount of 
wealth they can amass for themselves. 

How Does Marginal Product Relate to Total Product? 
The total product of a business represents the sum total of what it produces, while the 
marginal product represents additional output stemming from the increase of a single 
input. As a general rule: 

• When total output is low, increasing input will yield a positive marginal product. 
In other words, investing more into a business’s capital, land, labor force, or a 
trove of raw materials will likely lead to increased product. 

• As a business grows, increased input may produce slower rates of increased total 
product. As such the marginal product will start to reduce, although it may remain 
positive. 

• A business may reach a point where increasing the input actually decreases the 
total output. At this juncture, marginal productivity becomes negative. 
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Answer each question in 1-4 sentences. Note: The page numbers are not there to help you find the 
answer. Those page numbers are the location of the questions.  
1. What is opportunity cost? 

2. What is an example of opportunity cost?  

3. What is marginal productivity? 

4. “Why is the U.S. economy sometimes called a service economy?” (p. 481) 
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5.  “Why has the U.S. economy moved away from producing goods and focused more on 
providing services?” (p. 481) 

6. “How does mass marketing help the U.S. economy?” (p. 489) 

7. “Many services are offered on the Internet. Is information offered by Internet sellers likely 
to be more or less accurate than information in a national magazine? Explain your answer.”  

8. “How is advertising part of the marketing chain of delivering goods and services to 
consumers?” (p. 489) 

(p. 489) 
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