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Part II 
Use diagrammatic analysis when appropriate. 

 
 
 
 
 

1. a)  Draw a carefully labeled diagram of an economy at a point in time with fixed resources, a 
given technology, and increasing opportunity cost. Assume too goods, x and y, and full 
employment of all resources. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

b) Show (use the picture you developed above) the consequences of a technological change 
that only has application in the production of good x. 

 
 
 
 

c) Identify and explain two ways by which an economy can increase its consumption 
opportunities. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



2.  Here’s an unlabelled sketch from class notes: 

                             
 
                             
 

a)  Carefully label the diagram. 
 
b)  Would you desire to live in this economy? Explain. 

 
 
 
 
 
 
 
 
 
 
3.  True or false and WHY?   

a)   The incidence of a specific per unit tax is fully determined by demand and supply. Therefore, 
the full amount of the tax is either the burden of the buyer or the seller. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
b) Seat belts save lives. 

 
 
 
 
 
 
 
 



 
4. What is a shortage? 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

5. For a given decrease in supply, what explains whether quantity exchanged will go down a little or 
down a lot? 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Please sign the following:  I have neither given nor received unauthorized aid on this piece of work, 
nor have I knowingly tolerated any violation of the Honor Code. 
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