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0000 OO0 Aunitofaccountisan agreed-upon measure for stating the prices of goods and services. To
get the most out of your budget, you have to figure out whether going to a rock concert is worth its opportunity
cost. But that cost is not dollars and cents. It is the number of movies, cappueeinos, ice-cream cones, or local
phone calls that you must give up to attend the concert. It' s easy to do such calculations when all these goods have
prices in terms of dollars and cents (see Table 11.1). If a rock concert costs $ 32 and movie costs $ 8, you know
right away that going to the concert costs you 4 movies. If a cappuccino costs $ 2,going to the concert costs 16
cappuccinos. You need only one calculation to figure out the opportunity cost of any pair of goods and services.
For example, the opportunity cost of the rock concert is 128 local phone calls ((J 32.00+ 2501 = 128). Now
imagine how troublesome it would be if the rock concert ticket agent posted its price as 4 movies, and if the movie
theater posted its price as 4 cappuccinos, and if the coffee shop posted the price of a cappueeino as 2 ice-cream
cones, and if the ice-cream shop posted its price as 4 local phone callsC] Now how much ninning around and
calculating do you have to do to figure out how much that rock concert is going to cost you in terms of the
movies,cappuccino, ice cream, or phone calls that you must give up to attend it? You get the answer for movies
right away from the sign posted by the ticket agent. But for all the other goods, you' re go-ing to have to visit many
different places to establish the price of each commaodity in terms of another and then calculate prices in u-nits that
are relevant for your own decision. Cover up the column labeled "price in money units" in Table 11.1 and see how
hard it is to figure out the number of local phone calls it costs to attend a rock concert. It' s enough to make a
person swear off rock !
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