
Production Possibilities Frontier Activity 

 

1. The great hypothetical sovereign nation Farmland can grow corn to be used for 
food or to be used for ethanol. The following table presents hypothetical 
production possibilities when all resources are used efficiently. 

 

 

(a) Draw the production possibilities for corn (food) and ethanol. Label the parts 
of the graph that are attainable but not efficient, most efficient, and not 
attainable. 

(b) Compute the opportunity cost of ethanol for each level of production in the 
table. 

What happens to the opportunity cost of ethanol as the production of ethanol 
increases? 
 
(c) Compute the opportunity cost of corn for each level of production in the table. 

What happens to the opportunity cost of corn as the production of corn 
increases? 

(d) Show what would happen to the production possibilities curve if a drought 
occurred. 
 
(e) Show what would happen to the production possibilities curve if governments 
increased their support for the use of bio-fuels such as ethanol.  

Corn (food) 200 180 140 80 0 
Ethanol 0 5 10 15 20 


