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Welcome to AP Economics!

If you have chosen to take this course, you are likely interested in the study of
microeconomics, which focuses primarily on individual choice, wealth, and success.
Similarly, you may be more interested in macroeconomics, which is centralized around
larger concepts of product prices, gross domestic product, unemployment, and the
economic relationship between different countries around the globe. While both are
interesting and integral to economics as a whole, this course will promote a new way of
thinking about your own choices - in, and out, of economics. You will be able to see the
positive and negative result of every choice you make. This is known as opportunity cost!

Opportunity Cost is the loss of any type of gain, such as money or time, by choosing
to engage in another activity. When we refer to the opportunity cost of a specific resource,
we analyze the next-best alternative to the choice you made. For example, there will be
opportunity costs depending on how you approach the summer assignment.

You have several options in which you choose to complete the summer assignment -

Option 1�  Devotion to Assignment
Positive Benefit - You spend quality time and effort on completing your assignment with
less stress and significant preparedness. You will start with a strong class grade!
Cost - You forfeit some of your summer vacation time.

Option 2� Procrastinate Assignment
Positive Benefit - You wait to complete your assignment until the last minute, but it is
done. You avoid spending a lot of vacation time working.
Cost -  Your work will lack quality. You have immediate stress and you feel unprepared for
the class. You begin with an average grade. You forfeit very little of your vacation time and
lose sleep to start the school year.

Option 3� Ignore Assignment
Positive Benefit - No loss of any vacation time.
Cost - You will begin the class with a failing grade. You will be stressed for a prolonged
period of time and be completely unprepared for our class.



Summer Assignment Instructions PLEASE READ THOROUGHLY:
Your assignment will be based on several readings attached in a text packet (at the

end of this packet). The text includes many base-level economic concepts which you will
need to have background on for our AP Economics class.

1. READ the text packet (Chapter 1, Appendix, Chapter 2).
2. COMPLETE the questions attached below based on the text packet (Section 1 is

about opportunity cost, which is explained above). Use complete sentences and
answer as clearly as you can. (You will also be drawing several graphs!)

3. The summer assignment is due on the first day of school (September 6th).
4. Must be completed INDIVIDUALLY and in YOUR OWN WORDS.
5. Good luck! If you have any questions, please email me at coconnor@ltps.org

I am looking forward to our upcoming school year and to meeting you all soon!!!

Section 1� Opportunity Cost
Choose whether each scenario has a personal or economic opportunity cost (label for
each). Then, explain what the “personal or economic” opportunity costs are for the
following choices in at least 1 sentence for each. Think about what you gain with one
choice, but lose by not choosing the other.

1. The opportunity cost of studying biology instead of economics.

2. The opportunity cost of practicing a sport after school instead of doing homework.

3. The opportunity cost of spending money on new shoes instead of saving for college
textbooks.
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4. The opportunity cost of purchasing a new video game console for entertainment
instead of a new treadmill.

5. The opportunity cost of staying up late at night before school as opposed to heading
to bed at a reasonable time (before 11PM!).

6. The opportunity cost of investing money in the success of a new technology
company as opposed to keeping money in a savings account (with no changes).

Section 2� Economic Vocabulary
Define each of the following terms in your own words! Use the text packet for reference
and to assist you.

1. Macroeconomics –

2. Scarcity -

3. Positive or Direct Relationship –

4. Consumer Goods

5. Economizing Problem –

6. Production Possibilities –

7. Marginal Benefit –



8. Factors of Production –

9. Utility –

10. Allocative Efficiency –

11. Productive Efficiency –

12. Microeconomics -

Section 3� Micro or Macro?
Decide which of the following concepts are microeconomics or macroeconomics. Write
“Micro” or “Macro” on the line next to each scenario.

1. _____________“The unemployment rate in Germany is currently at the highest
rate since the year 2006.”

2. _____________“The profits of Target seem to be promising for next year.”
3. _____________“The local Starbucks finds that it will generate more total revenue

by increasing the number of workers they have.”
4. _____________“Based on studies for aggregate demand among consumers for

technological products, we can infer that aggregate supply must increase.”
5. _____________“The GDP increased 5% in the second quarter of the year.”
6. _____________“IBM plans to spend $300 million on research and development

next year.”

Section 4� Positive or Normative?
Decide which of the following scenarios can be described as being positive or normative
economics. Write “Positive” or “Normative” on the line next to each scenario.



1. _____________ Government spending should be a drag on output over the next
two years as tax breaks have been eliminated.

2. _____________ Tax rates have become more progressive over the last 10 years.
3. _____________ Inflation has caused an increase in the general price level.
4. _____________ The government should make long run goals to eliminate debt

problems in the future.

Section 5� Determining the Slope
Calculate the slope of the line on the graph below. The following is an economic graph
showing a direct relationship between the quantity of fish and its price per pound. First,
Explain why there is a downward sloping line. Then, Determine if there is a direct OR
inverse relationship between quantity and price of fish.

1. Why is there a downward sloping line? (Explain the relationship of price to fish and
why it evolves as displayed).

2. Is the relationship depicted in the graph direct or inverse? Use the text to explain
how you know… (Appendix section of text packet)

3. Calculate the slope of the line from point a to point b. Use the textbook (appendix
section of text packet) and negative slope equation to determine the value.

a

12.00 b

Price per pound ($) 8.00

4.00

0

0         10        20           30 40

Quantity (Thousands of Fish)



Section 6� Production Possibilities
Break down the production possibilities table below showing the hypothetical relationship
between the production of automobiles and train cars in an economy.

Combination Automobiles Train Cars

A 0 30

B 2 27

C 4 21

D 6 12

E 8 0

1. What is the marginal opportunity cost of producing the second unit of automobiles?

2. What is the total opportunity cost of producing the second unit of automobiles?

3. Explain the problem with producing inside of the production possibilities curve.

4. Why might focusing on the production of capital goods be more beneficial than
consumer goods?



Section 7� Graphing Economic Concepts
Create specific graphs according to production possibilities and optimal allocation of
resources (Marginal Benefit equals Marginal Cost). Make sure to include all letters for each
drawing. Answer the corresponding questions following your graphs.

1. Draw your own Production Possibilities Curve between cars and computers.
a. Place cars on the vertical axis, and computers on the horizontal axis.
b. Create a point “A” where society is able to reach but is an inefficient

combination of resources.
c. Create a point “B” where society cannot attain the combination due to lack of

available resources.

2. Draw your own Marginal Cost and Marginal Benefit Curve.
a. Choose your own prices along the vertical axis, and good of choice on the

horizontal axis.
b. Create a point “A” which indicates the optimal allocation between marginal

cost and marginal benefit between both curves. (MC=MB)
c. Create a point “B” which indicates the misallocation between marginal cost

and marginal benefit along either curve.

3. What will society do if marginal cost exceeds marginal benefit? What if marginal
benefit exceeds marginal cost? Explain why changes occur.

4. Can the Production Possibilities Curve shift? If so, which directions can it move and
what causes such shifts?



Section 8� Circular Flow Model
Utilize the circular flow model (page 39) to answer and explain the following questions
below.

1. Is there a difference between the upper and lower money flows in the circular flow
model? Explain the interactions you see.

2. Can households and businesses function independently without reliance on the
other? Why or why not?

3. Why is this model referred to as “the circular flow”. Use your own words to define
and explain what the image depicts and how the interactions work.

Section 9� Economics in YOUR life
Create a paragraph that uses ANY economic concepts from the reading to connect to a
personal experience in you or your family's life (Use the text packet for ideas and/or
previous questions to aid).








































































