Chapter 2

Scarcity, Choice, and
Economic Systems

ECONOMICS: Principles and Applications, 4e
HALL & LIEBERMAN, © 2008 Thomson South-Western

Table 1: Average Cost of a Year of

College, ZOOEaggﬁ

Two-year Four-year Four-year
Type of Instiution Public Public Private
Tuition and fees $ 2191 $ 5491 $21,238
Books and supplies $ 801 3 844 $ 504
Room and board £ 5,909 $ 6,636 $ 7,791
Transportation and othar expenses $ 2,791 $ 2,545 $ 1,985
Total out-of-pocket costs $11.692 $15,566 $31,017

Source: Trends in Collage Pricing, 2008, The Collage Bosrd, New York, NY.
NOT0s: AVOragas 0 anrolmonteeighted by IRSUEISoR, 10 FoROCT U MOrgo aEpaience amoag stsdons
across the United States, Sverage tuition and feas &t publc instituions ae for instate rmsidants anly, Room
and board charges are for students liing on campus at fouryear institutions. and offcampus (but aot with
parants} 31 Twe-pear Institutions.

Figure 1: Opportunity Cost

¢l CASE BACK

OFFICAL REBATE MAIL-IN REDEMPTION FORM

Please complete the following information:
Mame

Address:

City: State: Zip:

Please mail this card along with the ariginal UPC code and a copy of the
receipl o the addiess on the back, Please w BB weeks Lo eceive your
rebate check,

The opportunity cost of this rebate (the value of the time lost plus the
cost of a postage stamp) would exceed its benefit (one dollar). 3
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Production Possibilities Frontiers
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« Figure 2 The Production Possibilities Frontier
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Table 2: Production of Tanks and Wheat

Tank Wheat
Production Produetion
(mumber (bushels
per year) per year)

0 1,000,000
1,000 950,000
2,000 BEO,000
3.000 700,000
4.000 400,000
5.000 0
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« Figure 3 Production and Unemployment

1. Before WWIIthe United States

Military Goods operated inside its PPF

per Period

2. then moved to the PPF
during the war.

Both military and civilian
production increased

— Civilian Goods per Period




Economic Growth

« Figure 4 Economic Growth and the PPF (@
Wheat
(bushels per year)

Additional resources or
technological advance
affect only the wheat
production

1,000,000
700,000

3000 5000 Tanks
per Year

+2/5/2010

Economic Growth

« Figure 4 Economic Growth and the PPF (b)
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Economic Growth

« Figure 4 Economic Growth and the PPF (c)
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Economic Growth

~ » Figure 5 How Current Production Affects Economic Growth

(a) High Consumption, Low Growth (b) Low Consumption, High Growth
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Table 3: Labor Requirements for

Fish and Berries

Labor Required for:

1 Fish 1 Cup of Berrias
Maryanne 1 hour 1 hour
Gilligan 3 hours 1% hours

Table 4: Opportunity Costs for
Fish and _Berries

Opportunity Cost of:

One More Cup

One More Fish of Berries
Maryanne 1 cup berries 1 fish
Gllligan 2 cups berries § fish




Table 5: A Beneficial Change in Production

|
N
Change in
Change in Fish Berry
Maryanne =1 -1
Gilligan =1 +2
Total Island +0 +1
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Types of Economic Systems

g « Figure 6 Types of Economic Systems
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Are We Saving Lives Efficiently?

g « Figure 7 Efficiency and Inefﬁcieric;/. in Saving Lives
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Table 6: The Cost of Saving Lives

covt o (R
Muthod Lo Vuse Saved
Brief physician antismo<ing intervention:
Single personal waming from physician ta stop smaking $150
Sicile cell scrvening and treatment for African-Amencan rewboms 5236
Reglacing ambulances with helicopters for redical emergencies $2,454

Wtensie physiclan antkmoking intervention;
Priysician identification of smokers among thelr patients:
thres physiclan counseling sesslons; two further sessicrs wih
k atlon specialists; and materials

patch or nicotin gur s$2.587
Mammograms: Once every three years, for ages 50-64 $2.700
Chiarination of water sLpaly $4.000
et step after suspicious lung Kray:
FET Scan $3.742
Explorsfory Surgery $4.895
Nesdie Biopsy $7.116
Vaccination of &l ifants against stren infections $80.000
Mamenograms: Annuall, for ages S0-64 $108.401
Exmrcise slectrocardiograms as screening 1est:
For d0-yvar-cld males $224.374
Heart transplants $157.821
Mamenograms: Annuall, for age 40-49 $186,635
Exmrcise slectrocardiograms as screening 1est:
For dflymar.cld inmales $336.217
Seal belts on school buses $2,760.187 16
Astestos ban in sutomatic iransmissions $66,402.402




