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[0 OO IDEAS FOR BEYOND THE FINAL EXAMO O As college professors, we realize it is inevitable that you will
forget much of what you learn in this course--perhaps with a sense of relief--soon after the final exam. There is not
much point bemoaning this fact; elephants may never forget, but people do. Nevertheless, some economic ideas
are so important that you will want to remember them after the course is over. To help you pick out a few of the
most crucial concepts, we have selected 12 from among the many contained in this book. Some offer key insights
into the workings of the economy. Others bear on important policy issues that appear in newspapers. Others point
out common misunderstandings that occur among even the most thoughtful lay observers. As the opening quote
of this chapter suggests, many learned judges, politicians, and university administrators who have failed to
understand or misused these economic principles could have made wiser decisions than they did. Each of the Ideas
for Beyond the Final Exam will be discussed in depth as it occurs in the course of the book and called to your
attention at the time by yellow sticky notes in the margin denoting the relevant idea. In addition, we will help you
see how these ideas work throughout the book by noting how each chapter topic relates to the relevant ideas in the
summary for each chapter. So you should not expect to master them now, but notice how often the same ideas
arise as we address economic topics throughout the book. Nonetheless, it is useful to sketch them briefly here both
to introduce you to economics and to provide a preview of what is to come.lJ O IDEA 1: HOW MUCH DOES
ITREALLY COSTO

Despite dramatic improvements in standards of living since the Industrial Revolution, human society has not come
anywhere near a state of unlimited abundance. So people must constantly make choices. If you purchase a new
computer, you may have to give up that trip you had planned with friends. If a business decides to retool its
factories, it may have to postpone plans for new executive offices. If a government expands its defense program, it
may be forced to reduce its outlays on roads or school buildings.[] [0 Economists say that the true costs of such
decisions are not the number of dollars spent on the computer, the new equipment, or the military establishment,
but rather the value of what must. be given up in order to acquire the item--the vacation trip, the new executive
offices, the improved roads, and the new schools. These are called opportunity costs because they represent the
opportunities the individual, firm, or government must forgo to make the desired expenditure. Economists
maintain that rational decision making must be based on opportunity costs [1 Chapters 4, 9, 10, and 140 .0 I The
cost of a college education provides a vivid example that is probably close to your heart. How much do you think it
costs to go to collegel]

Most likely you would answer this question by adding together your expenditures on tuition, room and board,
books, and the like, and then deducting any scholarship funds you may receive. Suppose that comes to $15,000.01
[0 Economists would keep score differently. They would first want to know how much you would be earning if you
were not attending college. Suppose that is $16,000 a year. This may sound like an irrelevant piece of information.
But because you give up these earnings by attending college, they must be added to your tuition bill as a cost of
your education. Nor would economists accept the universitys bill for room and board as a measure of your living
costs. They would want to know how much more it costs you to live at school rather than at home. Economists
would count only this extra cost as an expense. On balance, your college education is probably costing you much
more than you think.
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