Scenarios

1.  The country was in a recession when new technology was developed that doubled the productivity of producing both consumer goods (like food) and capital goods (like machinery). 

ANSWER:  Red dot below PPC curve; yellow dot on curve.  This shifts the PPC outward, reflecting an increase in the economy’s productive capacity.  

2.  The country was experiencing full employment when an earthquake destroyed factories and infrastructure. 

ANSWER:  Red dot on curve;  yellow dot below curve  This would shift the PPC inward, indicating a reduction in overall production capacity.

3.  The country was at full employment when oil, a key natural resource became scarce.  

	ANSWER:  Red dot on curve; yellow dot below curve, PPC shifts inward

4. The country is at full employment when a new large natural gas reserve is discovered which increases energy availability for production, expanding the economy’s capacity to produce goods and services.

	ANSWER:  red dot on curve; yellow dot on curve closer to capital; PPC shift outward

5. The country was experiencing full employment when an epidemic reduced workforce participation, limiting the economy’s ability to produce goods.

	ANSWER:  red dot on curve; yellow dot below curve; PPC shift inward


6. The economy is at full employment.  Industry officials decide to allocate more resources to capital goods rather than consumer goods.

ANSWER:  Red dot on curve; yellow dot on curve closer to capital goods; PPC curve 
does not shift 

ADDITIONAL PRACTICE QUESTIONS 

7. During a period of rising tensions, a country redirects resources from consumer goods to military equipment production.  The country was at full employment.

	ANSWER:  Red dot on curve; yellow dot on curve closer to capital; PPC curve does not
	shift 

8.  The country is in a recession but a nationwide education reform program is introduced and it increases worker skills and productivity, allowing more output with the same inputs

	ANSWER:  red dot below curve, yellow dot on curve; PPC shift outward
