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Module 3 PPC practice
Multiple Choice
Identify the choice that best completes the statement or answers the question.
____ 1. If an economy has used up all opportunities to make someone better off (without making someone else worse 

off) then it has achieved ________.
A. equity
B. opportunity cost
C. marginal optimality
D. efficiency
E. full employment.

____ 2. Economists say an economy is efficient when:
A. the problem of scarcity is eliminated.
B. output is distributed equitably.
C. all opportunities to make some people better off without making other people worse off 

have been taken.
D. all opportunities to make some people worse off without making other people better off 

have been taken.
E. resources are unlimited.

____ 3. Economists define an efficient use of resources as a situation where:
A. all persons are guaranteed a fair share of the economic resources.
B. all persons can be made better off, without making anyone worse off.
C. all persons receive an equal share of the resources.
D. all persons are made worse off when one person is made better off.
E. one person can be made better off, but only by making another person worse off.

____ 4. The production possibility curve illustrates that:
A. the economy will automatically end up at full employment.
B. an economy's productive capacity increases proportionally with its population.
C. if all resources of an economy are being used efficiently, more of one good can be 

produced only if less of another good is produced.
D. economic production possibilities have no limit.
E. in a perfect world there is no scarcity.
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Alternatives A B C D E F
Consumer 
goods per 
period

0 1 2 3 4 5

Capital goods 
per period

30 28 24 18 10 0
Table 3-1: Production Possibilities Schedule I

____ 5. Based on Table 3-1, the opportunity cost of producing the fourth unit of consumer goods is ________ units 
of capital goods.
A. 2
B. 4
C. 6
D. 8
E. 10
Figure 3-1: Guns and Butter

____ 6. Based on the “Guns and Butter” Figure 3-1, this production possibility curve is:
A. bowed out from the origin because of increasing opportunity costs.
B. bowed in toward the origin because of increasing opportunity costs.
C. bowed in toward the origin because of constant opportunity costs.
D. linear because of constant opportunity costs.
E. bowed out from the origin because of constant opportunity costs.

____ 7. Based on the “Guns and Butter” Figure 3-1, If the economy were operating at point B, producing 16 units of 
guns and 12 units of butter per period, a decision to move to point E and produce 18 units of butter:
A. indicates you can have more butter and guns simultaneously.
B. makes it clear that this economy experiences decreasing opportunity costs.
C. involves a loss of 8 units of guns per period.
D. involves a loss of 4 units of guns per period.
E. is impossible because all economic resources are currently being employed.
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Production 
alternatives

V W X Y Z
Capital goods 
per period

0 1 2 3 4
Consumer 
goods per 
period

20 18 14 8 0

Table 3-2: Production Possibilities Schedule II
____ 8. Based on Table 3-2, iIf the economy is producing at alternative X, the opportunity cost of producing at Y 

instead of X is ________ units of consumer goods per period.
A. 0
B. 11
C. 8
D. 14
E. 6

____ 9. Based on Table 3-2, the production of 14 units of consumer goods and 1 unit of capital goods per period 
would:
A. result in full employment.
B. result in no unused resources.
C. result in some unused or inefficiently used resources.
D. increase economic growth.
E. be impossible, given current levels of technology and economic resources.

____ 10. The economy's factors of production are not equally suitable for producing different types of goods. This 
principle generates:
A. economic growth.
B. technical efficiency.
C. resource underutilization.
D. the law of increasing opportunity cost.
E. the law of demand.
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Figure 3-2: Strawberries and Submarines

____ 11. Use the “Strawberries and Submarines” Figure 3-2. Suppose the economy is  operating at point C. Moving 
to point E would require that the economy:
A. reduce employment and allow some resources to be idle.
B. eliminate its production of strawberries.
C. reduce its production of submarines.
D. improve its technology or increase the quantity of economic resources.
E. convert resources currently in submarine production to strawberry production.
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Figure 3-3: Consumer and Capital Goods

____ 12. Use the “Consumer and Capital Goods” Figure 3-3. The movement from Curve 1 to Curve 2 indicates:
A. economic growth.
B. change from unemployment to full employment.
C. a decrease in the level of technology.
D. instability.
E. the recovery from a recession.

____ 13. Technological improvements will:
A. leave the production possibility curve unchanged.
B. shift the production possibility curve inward.
C. shift the production possibility curve outward.
D. necessarily lead to increased unemployment.
E. increase the slope of the production possibility curve.

____ 14. All points inside the production possibility curve represent:
A. efficient production points.
B. inefficient production points.
C. nonfeasible production points.
D. economic growth.
E. a shortage of economic resources.

____ 15. The production possibility curve will shift outward for which of the following reasons?
A. a decrease in the labor force
B. an upgrade of capital to the best available technology that is currently available
C. better technology that improves worker productivity
D. a decrease in the unemployment rate
E. war, famine or pestilence.
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____ 16. If there is a tremendous natural disaster, the effect can be shown by:
A. a point interior to the production possibility curve.
B. an outward expansion of the production possibility curve.
C. a movement from one point to another along the production possibility curve.
D. an inward contraction of the production possibility curve.
E. a flatter slope of the production possibility curve.

____ 17. The ________ illustrates the trade-offs facing an economy that produces only two goods.
A. production possibility curve
B. circular-flow diagram
C. all else equal assumption
D. income distribution
E. unemployment rate

Quantity of Hours of Study Time Quantity of Hours of Leisure Time
16 0
12 4
8 8
4 12
0 16
Table 3-3: Trade-off of Study Time and Leisure time

____ 18. Use Table 3-3. A student sleeps 8 hours per day and divides the remaining time between study time and leisure 
time. The table shows the combinations of study and leisure time that can be produced in the 16 waking 
hours of each day. Suppose the student completes a speed-reading course that allows him to do the same 
amount of studying in half as many hours. Which of the following is now true of his opportunity costs?
A. The opportunity cost of both leisure and of studying has increased.
B. The opportunity cost of studying has increased.
C. The opportunity cost of leisure has decreased.
D. There is no change in the opportunity costs.
E. The opportunity cost of leisure has increased.

____ 19. Suppose that Indiana produces only steel and corn with fixed amounts of land, labor, and capital resources. 
Which of the following best reflects the potential for economic growth of the Indiana economy?
A. The unemployment rate in Indiana falls from 6% to 5%.
B. The U.S. experiences a devastating drought.
C. The percentage of Indiana residents with a college degree rises from 25% to 30%.
D. The U.S. imports more and more low-cost steel from Asian countries.
E. The unemployment rate in Indiana rises from 8% to 10%.

____ 20. If Farmer Sam MacDonald can produce 200 pounds of cabbages and 0 pounds of potatoes or 0 pounds of 
cabbages and 100 pounds of potatoes and faces a linear production possibility curve for his farm, the 
opportunity cost of producing an additional pound of potatoes is ________ pound(s) of cabbage.
A. 1/2
B. 2
C. 100
D. 200
E. 0
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Figure 3-8: Sugar and Freight Trains

____ 21. Use the “Sugar and Freight Trains” Figure 3-8. Suppose the economy is operating at point C. The 
opportunity cost of producing the fourth freight train would be:
A. 19 tons of sugar.
B. 45 tons of sugar.
C. 80 tons of sugar.
D. 3 freight trains.
E. 100 tons of sugar.

____ 22. Efficient production exists when the economy is:
A. operating underneath its production possibility curve.
B. operating on its production possibility curve.
C. operating outside its production possibility curve.
D. moving beyond its production possibility curve.
E. in a recession.

____ 23. Alexander has a straight line or linear production possibility curve when he produces soybeans and corn. If he 
uses all of his resources for soybean production, he can produce 200 bushels of soybeans; if he uses all of his 
resources for corn production, he can produce 400 bushels of corn. Which of the following combinations of 
corn and soybeans are not possible for him to produce?
A. 200 bushels of soybeans and zero bushels of corn
B. 600 bushels of corn and 200 bushels of soybeans
C. 400 bushels of corn and zero bushels of soybeans
D. 100 bushels of soybeans and 200 bushels of corn
E. 50 bushels of soybeans and 300 bushels of corn
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Largetown has a linear production possibility curve and produces socks and shirts. The table below shows the 
number of units of labor necessary to produce one sock or one shirt.
Number of hours of labor to produce one shirt Number of hours of labor to produce one sock

4 2
Scenario 3-1: Linear PPC

____ 24. Use Scenario 3-1. If Largetown decides to devote half of its 80 hours of labor time toward the production of 
socks and half of the time to the production of shirts, what is the maximum number of socks and shirts it can 
produce?
A. 10 shirts and 20 socks
B. 20 shirts and 10 socks
C. 30 socks and 30 shirts
D. 30 socks and zero shirts
E. 20 shirts and 40 socks
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Module 3 PPC practice
Answer Section
MULTIPLE CHOICE
 1. ANS: D PTS: 1 DIF: E REF: Module 3

SKL: Definitional
 2. ANS: C PTS: 1 DIF: M REF: Module 3

SKL: Definitional
 3. ANS: E PTS: 1 DIF: E REF: Module 3

SKL: Definitional
 4. ANS: C PTS: 1 DIF: M REF: Module 3

SKL: Concept-Based 
 5. ANS: D PTS: 1 DIF: E REF: Module 3

SKL: Critical Thinking 
 6. ANS: A PTS: 1 DIF: M REF: Module 3

SKL: Concept-Based 
 7. ANS: C PTS: 1 DIF: M REF: Module 3

SKL: Critical Thinking 
 8. ANS: E PTS: 1 DIF: M REF: Module 3

SKL: Critical Thinking 
 9. ANS: C PTS: 1 DIF: M REF: Module 3

SKL: Critical Thinking 
 10. ANS: D PTS: 1 DIF: M REF: Module 3

SKL: Fact-Based
 11. ANS: B PTS: 1 DIF: M REF: Module 3

SKL: Critical Thinking 
 12. ANS: A PTS: 1 DIF: M REF: Module 3

SKL: Critical Thinking 
 13. ANS: C PTS: 1 DIF: M REF: Module 3

SKL: Fact-Based
 14. ANS: B PTS: 1 DIF: E REF: Module 3

SKL: Fact-Based
 15. ANS: C PTS: 1 DIF: M REF: Module 3

SKL: Fact-Based
 16. ANS: D PTS: 1 DIF: M REF: Module 3

SKL: Critical Thinking 
 17. ANS: A PTS: 1 DIF: E REF: Module 3

SKL: Definitional
 18. ANS: E PTS: 1 DIF: D REF: Module 3

SKL: Critical Thinking 
 19. ANS: C PTS: 1 DIF: M REF: Module 3

SKL: Analytical Thinking 
 20. ANS: B PTS: 1 DIF: M REF: Module 3

SKL: Analytical Thinking 
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 21. ANS: C PTS: 1 DIF: M REF: Module 3
SKL: Analytical Thinking 

 22. ANS: B PTS: 1 DIF: E REF: Module 3
SKL: Concept-Based 

 23. ANS: B PTS: 1 DIF: M REF: Module 3
SKL: Analytical Thinking 

 24. ANS: A PTS: 1 DIF: M REF: Module 3
SKL: Analytical Thinking 


