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Production Possibilities & Opportunity Cost
Each multiple choice question carries one mark for a correct answer. No 
marks are deducted for wrong answers. Circle or tick your chosen answer.

1
1. The slope of the production possibility frontier shows

A. the technically efficient combinations of the two goods

B. how factor inputs must be changed to keep them fully employed

C. the opportunity cost of one good in terms of the other

D. how consumers are willing to trade one good for another

1
2.

A. OM

B. OH

C. YF

D. MH

1
3. Which of the following will not shift a country's production possibilities frontier outward?

A. a reduction in the rate of unemployment

B. an increase in the size of the available labour force

C. an advance in technology

D. an increase in the capital stock

1
4. Indonesia was one of the countries most affected by a tsunami (tidal wave) in the Indian Ocean on 26

December 2004. The most likely economic impact is

A. an outward shift of its production possibility frontier

B. a movement from inside its production possibility frontier to the boundary

C. an inward shift of its production possibility frontier

D. a decrease in prices of most goods because scarcity has increased

E. a fall in the rate of unemployment
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1
5.

1
6. When an economy operates along its production possibility frontier it is

A. Producing all of the goods and services that the government thinks is necessary

B. Satisfying all the economic needs and wants of consumers

C. Maximising the profits of producers

D. Allocatively efficient

1
7. Which of the following would cause an outward-shift of a country's production possibilities curve?

A. A decrease in unemployment.

B. A decrease in natural resource prices

C. An increase in consumer demand

D. An increase in immigration

E. Negative net capital investment spending

1
8. Which of the following would lead to an inward movement of a county's production possibility frontier?

A. A decrease in the size of the active labour force.

B. A slower growth of spending on new capital equipment

C. A slower rate of technological progress.

D. A rise in unemployment.

1
9. In which way does a concave production possibilities curve differ from a straight-line production

possibilities curve?

A. A concave production possibilities curve has decreasing opportunity cost.

B. A concave production possibilities curve has constant opportunity cost.

C. A concave production possibilities curve has increasing opportunity cost.

D. A concave production possibilities curve does not show opportunity cost

E. There is no difference between the two production possibilities curves.

1
10. What is labour productivity?

A. the economy's potential to produce goods and services

B. the amount of output per hour worked

C. a resource that provides physical power and mental talents

D. the output resulting from the input of all factors of production

Questions on opportunity cost

1
11. Stephanie works for Microsoft and earns $170,000 per year. She considers starting her own business.

If she starts this business, she will earn an income of $120,000 per year. What is the opportunity cost
for Stephanie of starting her own business?

A. $0

B. $50,000

C. $90,000

D. $120,000

E. $170,000
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1
12. Chris can bake either 8 pies or 4 loaves of bread per hour. For Chris, the opportunity cost of baking an

extra pie is

A. 2 loaves of bread

B. 1/2 a loaf of bread

C. 2 pies

D. one loaf of bread

E. 12 loaves

1
13. What is the opportunity cost of buying a new car?

A. The value of other goods and services you could have purchased with the money you spent on
the car

B. The price you paid for the car

C. The cost of operating and maintaining the car

D. The difference between what the car costs now and what a similar car like it will cost a year from
now

E. The difference between the price of the car and the price of a used car

1
14. For a business producing shirts and dresses, the opportunity cost of a dress is

A. the market price that the business can obtain for a dress.

B. the cost of the labour and raw materials used in making the dress.

C. the shirts that could have been produced with the resources used to make the dress

D. the total cost of all the resources used to make one dress.

1
15. A government spends $100 million on employing extra teachers instead of extra nurses. What will be

the opportunity cost of this?

A. $100m

B. the cost of training extra teachers

C. the extra nurses

D. the reduction in unemployment among teachers
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