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TUTORIAL 1
Q1
Suppose a production possibilities frontier includes the following data points:

	Data Point
	Cars
	Washing Machines

	A
	0
	1,000

	B
	100
	600

	C
	200
	0


a) Graph the production possibilities frontier, assuming that it has no curved segments.

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	


b) What is the cost of producing an additional car when 50 cars are being produced?


c) 
What is the cost of producing an additional car when 150 cars are being produced?
d) What do your answers tell you about opportunity costs?


 e)
 Suppose improvement occurs in the technology of producing cars but not in the   production of washing machines.  Draw the new production possibilities curve.  Now assume that a technological advance occurs in producing washing machines but not in producing cars.  Draw the new production possibilities curve.  Now draw a production possibilities curve that reflects technological improvement in the production of both products. 
Q2
The following production possibilities frontier shows the available tradeoffs between consumption goods and capital goods. Suppose two countries face the identical production possibilities frontier shown below. 
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Capital Goods

a)
Suppose Party Country chooses to product at point A while Parsimonious Country chooses to produce at point B. Which country will experience more growth in the future? Why?

b)
In this model, what is the opportunity cost of future growth?

c)
Demonstrate the impact of growth on a production possibilities frontier such as the one shown above. Would the production possibilities frontier for Parsimonious Country shift more or less than that for Party Country? Why?

d)
Show the shift in the production possibilities curve if there was an increase in technology that only affected the production of capital goods.
Consumption Goods
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