Management Economics
Seminar 1 
Question 1:
When operating on the production possibility frontier, an economy’s finite resources are all employed, true or false?

Question 2:

What is the opportunity cost of undertaking an undergraduate degree? What is the opportunity cost of undertaking a PhD?

Question 3:
What is the difference between a command and a free market economy?

Question 4:
Identify products in the economy where there is both planned and market provision.
Question 5:
What is the difference between positive and normative economics? 
Question 6:

Which of the following statements are positive and which are normative? 
(a) The annual inflation target is below 2 per cent.
(b) Because inflation is low, the government should cut taxes. 
(c) Income is higher in the UK than in Poland. 
(d) Brits are happier than Poles.
Question 7:

Which of the following statements refer to microeconomics and which to macroeconomics? 
(a) Inflation is lower than in the 1980s. 
(b) The new iPhone costs 10 per cent more than the previous version. 
(c) Coffee production decreased due to bad weather in Brazil. 
(d) Unemployment in London is above the UK average.
Question 8:

Common fallacies: Why are these statements wrong? 
(a) Since economists, like everybody else, have particular political views, economics can be used to justify anything. 
(b) Efficiency gains cannot increase the production of some commodities without sacrificing others. 
(c) Economics is about people, and thus cannot be a science.
Question 9:

OPEC made a fortune for its members by organising production cutbacks and forcing up prices. 
(a) Why have coffee producers not managed to do the same? 
(b) Could UK textile firms force up textile prices by cutting back UK textile production?
Question 10:
What will happen to the price of petrol in the next two years? 

Question 11:

An economy has 5 workers. Each worker can make 4 cakes or 3 shirts. 
(a) Draw the production possibility frontier. 
(b) How many cakes can society get if it does without shirts? 
(c) What points in your diagram are inefficient? 
(d) Can the economy produce an output combination which lies above the production possibility frontier? 
(e) What is the opportunity cost of making a shirt and making a cake? 
(f) Does the law of diminishing returns hold in this economy?
Question 12:

Suppose a farmer is planning to grow cabbages on their land. The cost of growing cabbages is £50 per acre, and they earn £100 from the produce in the market. There is another option for them, to grow pumpkins, which could yield them £110 if they spent £70 on it. 
(a) What is the opportunity cost of growing cabbages? 
(b) Is it rational for the farmer to grow cabbages instead of pumpkins? 
(c) Suppose the only other option for them to earn from their farmland is to rent it to another farmer. How will the farmer arrive at a rational decision?
