Searcity, Opportunity Cost and Production Possibilities Cyryes

thing else is often represented i i
possibilities curve,

Part A

Use Figures 1.1 and 1.2 10

answer Questions 1 and 2, Fill in the
answer in parentheses,

answer blanks, or underline the correct

Figure 1.1
Production Possibilities Curve |
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L the economy represented by Figure 1.] js presently producing 12 units of Good B and zero units
of Good A;

(A) The Opportunity cost of incre

asing production of G
loss of

e UNIL(S) Of Good B,
(B) The opportunit
loss of

00d A from zero units to one unit is the

¥ cost of increasing production of
e UNIL(s) of Good B,

{C) The opportunit
loss of

Good A from one unit to two units is the

¥ cost of increasing production 0f Good A from two units o three units is the
o unit(s} of Good B,

(D) This is an example of (constant / increasing / decreasing / zero) Opportunity cost per unit for
Good A,
e
apted from Philljp Saunders, Introduction
998 Phillip Saun

Student Workbook, 18th ed, (Bloomington, Ind
ders. All rights reserved, i

ied Placerent Feon ;[’

e Macroeconomica: Stodent Activities © Coupgj]

fo Microcconomics;

1+ 1998), Copyright

For Econoinic Education, New York, N.¥,

Figure 1.2 .
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GOOD A

its of Good B and zero units
represented in Figure 1.2 is presently producing 12 units o
2. If the economy
of Good At

its to one unit is the
tunity cost of increasing production of Good A from zero units
A) The opportunity co
& loss of unit(s) of Good B.

lit to two units is the
tunity cost of increasing production-of Good A from one unit to
The opportu
; loss ow unit(s) of Good B.

its to three units is the
h ortunity cost of increasing production of Good A from two units
The opp!
AQ loss ow unit(s) of Good B.
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Production Possibilities Curve 4
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PartC

Use Figure 1.5 to answer the next five questions. Each question starts with Curve BB as a country’s
production possibilities curve.

n Figure 1.5

Production Possibilities Curve: Capital Goods and Consumer Goods

CAPITAL GOODS

I

. Suppose there is a major technological breakthrough in the consumer-goods industry, and the o
new technology is widely adopted, Which curve in the diagram would represent the new produc-
tion possibilities curve? (Indicate the curve you choose with two letters.) g

A B e
CONSUMER GOODS

o

i di  signi the use of auto-
4. Suppose a new government comes into power E.a imposes a significant tax on . ‘
mated machinery and modern production techniques in all industries, Which curve in ﬂhﬂ-«ﬂ!
would represent the new production possibilities curve? (Indicate Euﬂﬁa %ﬁ&.&a th two :
Jetters.) 3 1 3

i il an o ‘within the economy, and there are majot
. Suppose massive new sources of oil and coal are g h - I ¥
technological innovations in both industries. Which curve inthe gs&& Eﬂﬁnﬁ the
new production possibilities curve? (Indicate the curve you choose with two lefters.) e

wr

6. 1f BB' represents a country’s current production % curve, what gﬁﬁ ﬂﬂgni ,,\
like X2 (Write a brief statement.) e
like Y2 (Write a brief statement.) : S e




