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With so many innovative and exciting products and services, con-
sumers are faced with tough choices. Equally as challenging are 
the concurrent marketing efforts of a billion dollar industry that 
understands how to attract consumers. Couple this with the natu-
ral desire to want more than your budget allows, it is evident why 
so many people make irresponsible spending decisions.

Essential question:  Can you correlate how the choices you 
make now affect future opportunities?

Explore >> Marshmallow Study Video 
(Delayed vs. Instant Gratification): 
www.ted.com/talk/joachim_de_posada_says_don_t_eat_the_marshmallow_yet.html

The goal is for each of you to understand the importance of 
spending money consistent with your values, and always con-
sidering the opportunity cost of spending choices to ensure you 
are making the best choice.

Procedure: The formula to get the opportunity cost is what you 
gave up over what you gained. Opportunity cost is a term used in 
economics. For example, if you have a chance to go to the beach on 
the same day that your neighbor asks you to mow his lawn, you will 
have to calculate not only the cost of getting to the beach (lunch cost, 
kayak rental, etc. but let’s say $50) but also, the amount of money 
that you will give up by not mowing the lawn (let’s say $35). If I value 
a day at the beach more than I value $50+$35 then I will go to the 
beach. If I don’t consider that a day at the beach is worth $50+$35 
then I will stay home, not spend the $50, and might make some 
money instead.

Most people would only calculate the cost of going to the beach, or the 
foregone cost of mowing the yard. In economics talk, this is irrational 
because you can’t go to the beach without ‘not mowing’ the lawn.

Application:  In addition to determining opportunity cost, answer 
these questions to help you determine the best choice:

 - Does this choice support my values (saving money, helping family, 
homework completed on-time)?

 - Does this choice take away needed resources (time, money, energy) 
to meet a goal?

 - Have I planned for this (delayed gratification), or is this a last 
minute idea (instant gratification)?

Financial Services: 
Opportunity Cost


