Business and Society
Fall 2005

The Study of Opportunity Cost
The study of opportunity costs starts our process of thinking like an economist.  This workshop will provide the opportunity to create a graph and discuss questions that will start using some of the terms from today’s reading. 
For the workshop today please form a group of three or four from your table.  You can meet in the classroom or elsewhere if you wish.  Please return in 30 minutes to discuss your results with the rest of the class.   
Please recreate the increasing opportunity cost graph in figure 1.7 of Guell using the data below.
Goods Produced

Production Alternative




A
B
C
D
Pizza
(1,000 units)

0
1
2
3

Soda
(10,000 units)

10
9
6
0
Then answer the following questions:
Label the horizontal axis “Pizza” and the vertical axis “Soda.”

On your graph draw a point F that corresponds to full employment.

On your graph draw a point G that corresponds to unemployment.  Be prepared to discuss what that means.
On your graph draw a point H that is unattainable.  Be prepared to discuss what that means.
What type of correlation exists between pizza production and soda production?
If the economy is at point B, what is the cost of one (1,000) more pizzas?

If the economy is at point C, what is the cost of one (1,000) more pizzas?

Remember the Opportunity Cost equals the amount you give up divided by the amount you get.

Please return to the classroom in 30 minutes to discuss the answers with the rest of the class.  Each of you should place your work in your Portfolio to be reviewed later by your seminar leader. 
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