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The above diagram shows the production possibility frontier of an economy. Which of the 

following is true? 

I. The opportunity cost of producing 50 consumer goods is 30 capital goods. 

II. Resources are unemployment when the economy produce at point V. 

III. The opportunity cost of producing 90 capital goods is 20 consumer goods 

IV. Future economic growth is likely to be higher when the economy is producing ay point 

W than at point X 

V. None of h the above 

 

2. A point outside the production possibilities curve  indicates, 

I. Constant Opportunity cost 

II. That resources are used very efficiently 

III. An output combination that can be attained only if society gets more resources or there 

technological change 

IV. That resources are not been used efficiently 

V. Underemployment of resources 

 

3. Assume a production possibility curve that is concave to the origin. What does a downward 

movement along such a curve indicate? Identify the most appropriate answer. 

I. A reduction in the production of one good and increase in the production of another 

II. A given amount of resources could produce alternative combinations of goods 

III. There is an opportunity cost in production 

IV. The number of units of one good that has to be sacrificed to produce a unit of another 

good rises. 
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V. The economy is choosing an alternative production combination 

 

4. The diagram refers to an economy which produces two products, wheat and steel. At first the 

economy’s production possibilities are shown in the line XY. Then the production possibilities 

frontier shifts to ZY. Which of the following explains the reason for this shift? 
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I. A decrease in production of steel 

II. An increase in the opportunity cost of producing wheat 

III. An increase in the demand for steel 

IV. Technological improvements in the wheat industry 

V. An increase in the cost of producing steel 

 

5. The following statements refer to production possibility boundaries. Identify the statements 

with which you can agree. 

I. A boundary can shift to the right only if the stock of factors of production increases 

II. If labour is unemployed, the production point will be located inside the boundary 

III. If labour is fully employed, the production point will always be located on the boundary 

IV. The slope of a boundary shows increasing opportunity cost in production 

V. The points on the boundary show the alternative combinations of goods from which a 

society has to choose. 
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