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A sunk cost in profitability judgment

Seiichi Fujita

Abstract

The purpose of this paper is to show how a concept of “Sunk Cost” is used in decision makings.
The study of decision makings is called “Profitability Analysis”. As the most important decision
procedure in the profitability analysis, “Principles for Comparison” exist. If the principles for
comparison are properly applied, a correct decision will be made without being conscious of the sunk
cost. However, an awareness of the sunk cost sometimes leads to a wrong decision making. The paper
shows the way of using the sunk cost by examples in daily life.
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