HW#4 Due Jan 27, 2022

HW Nonlinear PPC

Y Production Possibility Curve
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a) Find the opportunity cost of each additional unit
of y in terms of units of x

y x | Opp. Cost of y
0 8 0

1 9| §-2.9=0.1
2 1.7 0.2

3 |34 0.25

4 |15 0.3

5 6.5 0.45

6 6.25 0.5

7 |s.¢ 0. 65

8 | 465 0.95

9 3.4 1.258

10 0 3.4

b) Is the opportunity cost of y increasing?

¢) Compute the opportunity cost per unit of y when
x = 6.

d) Atx = 6, approximate how much more x can be
produced if we have y less by 0.2 units.
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p) Yes, 4 we (hcrease g from 0-10, the opp. cost of y—

in term of X [ncrease too.

¢) @point A, m=-0.%$ Which means it we have 1 ani¥

movre of y Jwewlll have &

4y x=-0.2(- 0.%5)

0.18
ans we will dpproximately

r—

-0.35 less of X

0.15 unit more of X.
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HW Farmer C has the PPC given below. Find the PPC 2’ 1;"; )-o6
of all three farmers A, B and C combined. | 168
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Edrm A : Fdarm C :
HW. If a new fertilizer is found to double the output of
rice (x) for any level of production of fish (y), how will
PPC of farmer B change? Does the opportunity cost of
x increase? Does the opportunity cost of y increase?
ﬁ\fh y Before: Ithe® , M =-1.32 metnng that (f we
10 Farmer B have 1 Mﬂ\-"‘ move qFx y we Wl'“ have N 0.%S less

of X

After o line@ ym=-0-6% meaning thot if we
have 2 vnm\t moye of( , We wil have % 1.44
(eSs umit of y .

. The opp. cost thdf changes s the opp.colt
of the fich

¥ rice
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HW. Given the PPC below,

a) What is the opportunity cost of x at x, = 5?

b) Suppose the technology of producing y improves so
that the economy can double the output of y for any
output level of x. Draw the new PPC.

¢) What is the opportunity cost of x at x, = 5 for the
new PPC?

) ms - 05 opp. Cott of X (X,=5) § = 0.9
S we thcreage X by 1 wnit,y will decreage 0.9 unit.

‘—’3‘ = = ‘6 = h
C) Mueweee =~ 35 g 0pp. cast of X @ Xa § oh The

new PPC CUrVE is —0.85. As we increase X by 1 uni(t,
y will be decreased by 0.85 unit.




