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Rationally & Marginally

Rational decisions makers thinks at the margin
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Rationally & Marginally

Decisions Made by comparing | and marginal cost
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Opportunity Cost

The Opportunity Cost of an action reflects the value of resources
used in taking that action in their next best alternative use.
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Opportunity Cost
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Opportunity Cost of One

X (in terms of Y given up) Y (in terms of X given up)
Person | é E
B A
Person 11 £ 2
D c

MTFAENFRALRAN T RETH, FTFRBARK, AAZFRLE—A
BReFRERE, HTFER/RA X GNERAGELRENL Y BARRK
XWHMaEmA = 248 X E2AFW YHE
BRIANRE, F—F X WNARAEAR -  ERFEERKZORFERA
AR X 5 Y 0HE, ARAEERLFWHE, - o - RREFR—A%LE

FR (Babl ) fiREY X 5 Y #kE, LRABNGEERK

— /A~ X=1/44
— A2 Y=1/BA
BN XOWamtk = —pEAEE Y/—)IHEAE®E X=A/B A~ Y




TELS = _ « XZ%3] - PTE - CFA
YOU PLUS EDUCATION O p po rtu n Ity COSt

Hours Needed to Make
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Comparative & Absolute Advantage
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Production Possibility Frontier
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Sunk Cost

Sunk costs reflect the value of resources that were used before making
a decision about which action to make.
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Rational decision-makers think at the margin
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Example

0

1 60 60 20 20 40
2 105 45 40 20 65
3 135 30 60 20 75
4 150 15 80 20 70
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