
A B S O L U T E  A D V A N T A G E
VS 

C O M P A R A T I V E  A D V A N T A G E

A B S O L U T E  A D V A N T A G E
VS 

C O M P A R A T I V E  A D V A N T A G E

When you can
produce more of
something than
others using the
same amount of

resources. 

          Example

 If you can produce
10 apples using 1
hour of labor, and
someone else can
produce 8 apples
using 1 hour of labor,
you have an
absolute advantage
in producing apples.

When you can
produce

something at a
lower opportunity
cost than others. 

In trade, if you can
produce 10 oranges or
5 apples while
someone else can
produce 8 oranges or
12 apples, you've a
comparative
advantage in oranges
and they in apples.

Specialize in areas of
lower opportunity

costs to gain trade
benefits.

Absolute
Advantage

Comparative
Advantage

The role of absolute and comparative advantage is
to guide the specialization and trade decisions of
nations or individuals for mutually beneficial trade

relationships. 

Maximize production
efficiency and output

in absolute
advantage areas

 Example


