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Module 1

Check Your Understanding

1. Land, labor, capital, and entrepreneurship are the four
categories of resources. Possible examples include fish-
eries (land), time spent working on a fishing boat
(1abor), fishing nets (capital), and the opening of a new
seafood market (entrepreneurship).

2. a. time spent flipping burgers at a restaurant: labor
b a bulldozer: capital
< ariver: land

3. a. Yes. The increased time spent commuting is a cost you
will incur if you accept the new job. That additional time
spent commuting—or equivalently, the benefit you would
get from spending that time doing something else—is an
‘opportunity cost of the new job.

b. Yes. One of the benefits of the new job s that you will be
‘making $50,000. But if you take the new job, you will
have to give up your current job; that is, you have to give
up your current salary of $45,000, so 45,000 is one of
the opportunity costs of taking the new job.

. No. A more spacious office is an additional benefit of
your new job and does not involve forgoing something
else, so it s not an opportunity cost.

4. a. This is a normative statement because it stipulates what
should be done. In addition, it may have no “right”
answer. That is, should people be prevented from all dan-
‘gerous personal behavior if they enjoy that behavior—like
skydiving? Your answer will depend on your point of view.

b. This s a positive statement because it is a description of fact.

Tackle the Test:
Multiple-Choice Questions
1. d

2. 4

3. v

4o b

5. a

Tackle the Test:

Free-Response Question

2. In positive cconomics there is a “right” or “wrong”
answer. In normative economics there is not necessarily a
“right” o “wrong” answer. There is more disagreement in
normative economics because there is no “right” or
“wrong” answer. Economists disagree because of (1) dif
ferences in values and (2) disagreements about models
and about which simplifications are appropriate.




