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\• 'Wha.\ ·,s kht pulpose O} on ~onomic model~ 

A() economic modd is a simplijlitd ,itp.:nesenlalion ol :ntal economic pc710lt5SeS 

used 1-o C"lflctltj3e :netalionship bchoan vo-.ioblt's c,.nd. p.,u.clict fhe l))tcf-S OJ 

~<.onornic dtd.sions. :the mo.in purpo6e i.s to ..ship cx.lCJO'j tompltxil-cj so that 

th t i mpctct O) fhe changes can be sh..t.dlal etnd t he.o--,its can be hs rrcl 

~- How can ma-Yginal ~nc.tl<Jsi~ be c..c.sed to oc.ptcon :naEio1"'>o( /J(haiviou..:n? 

rncrr9'inal a.nal'jsis examines how on o.ddiUona/ uni/- D) o good o....- a.c<ion 

ai3ecls bcnc'.'31~ o.nol. costs- RaH00a/ bchetivi'ou.J> etSsumt..s khcd indi vic-fuals d..t!cid.e 

b8 com,:xr,~0
9 

I-he rno.rgir>cd benqit· wi/-h lh( mo-r-9inal cost· lf'tht margined 

bcnc)i_t-s ex.cuds moT.9lnaf co.st , the cHHon i.s considt'led .:naHonaf 4 <.uo-rl·nwhil<... 
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Whaf is f--ht 

t xarnplt- o~ a beha v; o-ro / as.svrnpl-Jon rn an c:conomic moc:Je I. 

pulpose o 1 usin3 behQvio.:naJ a..s.sCJrnp1-Jon in on elor,ornic mocJet, 

An t.xarnple O) Q beho.vio.:nal CLS.sumpHon i..s bounded .710./-lonet.lit-1;j• 1..tJht.HPtople 

ma kt dt cisiOl"l-5 w 1th Umi 1--rcl : n io-.ma.Hon CJ._()~ sTmpli:1 itd .,uasonrns .:na tht T than 

1 ul ( o pH mi3aH on. 
.:ne :neat,sHc b'd inc.oTpo 

Beha "i o.:,-,o I as.surnpHon.s o -'1t uded fo make mocl.ds mo 

: .:nat-tn9 p.s<Jc.htogical a.net soc1ol -,a.c/-o-r.s /-hat- ~n1 tc.1tnce cUcis,on - rnOl.l<.~ng, 

irnp-,ovin9 iht model'_,, p.:ned~cHv, accu10.u.J· 
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A pe.,,son met.re.es dec.,.s,ons b~ habit-. :Jhi.s pe.:nson r:onsicfr..-.s 1"'>e 11
'J<.• 

blneii~ -no:n lhe cosl-5 o 1 hr..s o.71 hu, a.cf-ion.s- Can I-he pc:n..son be conside.::1Jcol 

.,, a I lonol ? 
10 clo.ssical cconom1c.s, such o pc'.'.:nson is not considr1ed :netHonal beccx.u. 5e 

.:naHonalihj .nuyu:..:r1es wdghir,9 benqi~ oncl cost-s • /fl >:::,ehoiv1oTa/ economrcs, 

habil-ual economics can be vitw(d e1s bour><:frd ~,ah'ona.lil-Cj :, lht habit wa.s 

once op1-imol o-, iJ lhe. po.son facKs 1ull :nJo-.rnaHon. 

h 
-1 • ,~,.

0
~",('S ~ncl rnOcJ~ls ob.steel =3.?10TY> .:neo.lii-'j] 

In w af ways ~"o econom1e n-. • .... 1 

wh~ a.,u un.neot,sHc modds u.sciul? 

Etonor<">ic Jheo1 fts etbshad ] :r,om :neolil-1j by .:simpl!::Jl y:ng Lompk:x :n do/ion.ship· 

un.nrali.shc moC"ltl-S alt usqul btcctUSt -lht..'-j 1.solare k.ty mahoniMl1S, .simpl1J':} 

c,.ncdfdjiS e<n~ p:novicle a ba.slc unc,le--,6tcindin9 Oj econi:Jrn,", p.:noc(sses., 

6V1vi n9 ccs Ct 1oundah'on JOY mo"tt. compk:>C, v1ea.//sl--ic modt.lS 
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