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Evaluation of Opportunity Costs
A decision that modifies an individual's landscape is known as opportunity cost. Money, house, work, family, and other important aspects of your life are all affected by opportunity costs. It implies having to choose one alternative over another, whether it's a matter of time, money, or any other consideration, and then coping with the consequences. For example, a business owner will evaluate price and competitive advantage in order to make a company profitable. Before evaluating the business, the owner is required to examine the opportunity cost and comparative advantage of their counterparts. The production possibility frontier is a graph that aids in the concept of how two items can be produced utilizing appropriate resources. The production potential frontier (PPF) identifies the number of items that can be effectively produced with current resources and also aids in the decision-making process when it comes to specialization and trade (Lin, 2009). As an entrepreneur, you'll spend a lot of time considering whether the unavoidable consequences of a certain action are exceeded by the benefits that action will bring. Whether it's for business or personal reasons, opportunity cost is usually a measurable amount.
Explicit and implicit opportunity costs are two ways to look at opportunity costs. A cost that is disclosed in your accounting system and represented in the income statement is known as an explicit cost. On the other hand, implicit costs are a sort of opportunity cost, which is the profit that a corporation foregoes by preferring one option over another. Because implicit costs indicate potential sources of income, a corporation may choose to include them as part of the cost of doing business (Bernard, 2007). By renouncing a pay, the business owner relieves financial strain on the company, increasing its chances of success at a crucial point in the business's life cycle, when income is scarce, and additional cash is needed. The business owner undertaking an implicit cost decision will affect the company's long-term viability.
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