
Questions for: PROBLEM SET 02B

Name _______________________     Section _________________________

Use your worksheet and graph to answer the following questions.

1. How does the term "scarcity" relate to your initial PPF?  Before the bombing, did scarcity exist in Germany? How can you tell from this PPF data?

2a. Using your worksheet and graph from Step 2 (i.e., your initial PPF), consider a production possibility that would have Germany choosing to produce 15 units of military goods and 120 units of housing.  Before the invasion, would this have been an efficient solution for Germany?  Why or why not?  

b. Again, before the invasion, if Germany chooses to produce 10 units of military goods and 120 units of housing, does this choice represent a shift in their PPF?  Explain.

3.  Consider now your production options after the bombing began, as represented by the data in column C and the second PPF that you drew.  Could Germany have continued to produce 10 units of military goods and 120 units of housing?  Explain.

4.  Using the last PPF that you constructed (Step 4), what is the maximum quantity of housing that Germany could produce if they must continue to produce 10 units of military to defend the country?  


____________________ units.
5. STATE the law of increasing opportunity cost. 
6. Return to your spreadsheet.  You need to calculate the opportunity cost of producing each unit of military goods, given your final PPF.  Move to cell E4 and type: OppCost.  Then move to cell E5 and type a formula to calculate the opportunity cost of the first unit of military goods.  (If you need to review this, return to Problem Set 02A, Step 4.)  Copy this formula into cells E6:E11.  Change your display format to two decimal places. (HINT: When you are finished, you should have the number -2.33 in cell E10.)  What happens to the opportunity cost of each additional unit of military goods as Germany increases its production of military goods?  Explain. 

7.  Consider the effect of war on another economy.  The United States government has been spending significant amounts of money on wars in Afghanistan and in Iraq in recent years.  This means that the government has spent money in the U.S. economy, buying planes, guns, ammunition, boots, uniforms, etc. to help provide for the war effort. Can you explain generally what effects these wars and this spending have had on the PPF of the U.S.?  Did it shift?  Explain. Sketch a PPF diagram for the U.S. producing military equipment and housing that shows how production options changed as a result of the wars.








