Production Possibilities

Oil has always been an important part of our world’s economy since the start of the twentieth century, making countries with oil world powers. As a result these countries can play a role in the cost of a barrel of oil. 

In 1867, the United States purchased Alaska from Russia, without the knowledge of the vast oil reserves that lay beneath its surface. If the United States would excavate the oil reserves that lay beneath Alaska’s surface, America might not be as dependant to foreign our need for foreign oil would be reduced. Exploration in Alaska was put at a halt due to the effect it would have on the environment, thus the Alaska Lands Act was passed to prevent such exploration any further in the Alaskan wilderness. With the Alaska Lands Act passed, 104 million acres of land were added to the National Park System, which more than doubled its size. However, this environmental protection has come at a cost. Unknown amounts of minerals, oil, and natural gas still lay under the Alaskan soil. 

In 1979, on of our most dependant oil sources, Iran cut off its oil exports to the United States. This had a devastating blow on the U.S. economy causing a small recession due to our dependence on the oil coming from Iran. This all leads to the topic of the production possibilities curve. One example of this is the Great Depression and how the U.S. pulled out of it. 
In 1939, the German Nazi’s marched into Poland, starting World War II. This caused the Allies to need the United States resources in order to have sufficient supplies for themselves during the war. All this drove the U.S. to produce more which created more jobs, which created more income being earned. With over forty percent of U.S. production going to war efforts, the U.S. had pulled itself out of an economic depression. The whole curve was shifted outward. In this case more guns (war materials) and butter (consumer goods) were produced. 

Competition among companies and other countries has existed for hundreds of years. This competition has driven some companies out of business because they could not compete with others because of reasons such as too high of labor costs, too high production costs, or strict worker rights. The textile industry in the U.S. has been hit hard by this on the past few decades. The massive spread of Brown Lung Disease among textile workers has produced stricter health regulations for companies. OSHA was created has a federal regulating agency to protect workers safety and health while at work. Cheaper labor costs, thus meaning cheaper production costs in other countries have significantly reduced production of textiles in the U.S. because they simply cannot compete with foreigner’s prices. 

Companies and consumers cannot always have what they want in an economy. People have to give and take in order to achieve somewhat of equilibrium in the nation’s economy. 

