
 

 

HW#2 

1. Combine these three PPCs 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Farmer A Fish 

Rice 

Fish 

Rice 

Farmer B 

ABB 

Rice 

Fish Farmer C 

 

Opportunity costof producing rice In producingeach unitof rice howmany
unitoffish that mustbeforgone

FarmerA costof rice slope Iff 0.6unitof fish

Farmer13 costof rice slope III 8 1.33unitof fish6

FarmerC costof rice slope Iff i unitof fish



Production Possibility CurveofAnEconomy ProducingRiceandFish
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2. If the technology of producing X improves so much that the amount of X we can 

have doubles at all quantities of Y. How will PPC below change? Cost of X is higher? 

Cost of Y is higher? 

Y 

X 
5

The PPC bends outwards due to the improvement in technologyof
producing x causing themaximum outputof x citallresourcesareusedtoproduce
only x to increasefrom 5 units to to units Consequently this causesthe

change incostof both x an y as shown in the table below

Cost of Costof 4
1Before technologyimprovement Slopebefore 1.6Unitofy slopebefore 0.625 unitofX

1
After technologyimprovement slopeafter 0.8unitofy slopeafter 1.25UnitofX



In conclusion costof is lowermeaning thatin order to produce
each unitof youcan sacrifice lessof y from 1b to os unit

In contrast costof y is higher You haveto sacrificemoreof x from0.625to1.25on

in order to get each additional unitofy


