
Name: ________________________________________________________ Date: ________________________
THE rational ECONOMIC WAY OF THINKING: The cost/Benefit Analysis
Directions:  Use the video link at https://www.youtube.com/watch?v=EshEli_e7cM to teach yourself how to do this Cost/Benefit analysis.   Do NOT do the same option the narrator does.  After you have a list on both sides, ask yourself, do the BENEFITS outweigh the COSTS?   If the answer is “yes”, you SHOULD choose the action. This is known as RATIONAL behavior.  Otherwise you are making an IRRATIONAL decision…which is a bad idea.  

Remember, you have to consider how much you VALUE these costs and benefits.    Put an imaginary dollar amount on your options.  What’s the minimum I would have to pay you NOT to fall asleep for 30 minutes in class?  $1?  $5?  $20?  How much would I have to pay you to miss a test question? $5? 
	My choice:  (video example: choice to not do my homework)


	Costs of Choice (usually negative)
	Benefits of Choice (usually positive)

	
	


Essential Understanding:  For what reasons do humans often make the IRRATIONAL decision instead of the RATIONAL one?  Why are we so bad at thinking about the costs instead of the benefits?

