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13/1/2022 Production Possibility Curve

e Knowing the slope, we can approximate if we

have 0.1 unit more of x,i.e.,Ax = 0.1, the
amount of y we have to sacrifice =
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a) Find the opportunity cost of each additional unit
of y in terms of units of x

y x | Opp. Costof y
0 8

1 1.3 0.1
2 3 0.1
3 1.5 0.2
4 3.2 0.3
5 6.3 0.4
6 6.2 0.6
7 5.5 0.%
8 .3 0.3
9 3y 1.3
10 0 34

b) Is the opportunity cost of y increasing? ves

c) Compute the opportunity cost per unit of y when
X = 6 y=6.4%

d) Atx = 6, approximate how much more x can be
produced if we have y less by 0.2 units.

Can a PPC have positive slope? e

At point E, the flope is -1.§

¢ we have 0.2 unit le§s 0fy =4y =-0.2

(-1.5)C-0.2) = 0.3

we wWill have 3 -0.21eff of X



