



































































































































P bi PPC

A giveneconomyhas a certain amountgresouces
land labor capital what can the economy

produce atttemostefficientpossible way

Assumptions
Yeomanry can produce 2 products

ay

2 Limited resources Chand Labor capital
3 Full Employment
4 Full Efficiency no waste usingthe best

5 Fixed Technology.hthnologyarailable

Y Linear PPC a Food

to Y Clothes
A using all resources with

the

7 age besttechnologyatfulliffieing
I B

5 f toff max X 8 tons
I

4,3

17.4 a waxy to thousand
I piecesI l od

i l c

i l o
4 10 EgXQ 4 8 x

PPC demonstrates that
10 n 25x

Everypoint
onPPCisttumaxxaythatcom

be producedbytheeconomy






































































































































2 Anyjointbelow PPC is inefficient notfull
employment or not betottechnology

3 Anypointabove PPC is impossible

4 Scarcityof resources scarcity of Xty

If we want more of X we havetosacrifice someof Y

5
8.75

2 7 5

3 6 25

45 35.75

6 2 5

I 825

5E TgX
units lessofY

1.25 unityy theOppcost ofeachadditionalunit of X
slope of PPC Cwith as horizontalaxi
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G Each additionalunitogy
0.8 unit less of X

Opp costfinitofy
unit ofX

1 with as horizontal

slope axis

7 Linear PPC constant Oppcost

called constant cost PPC
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Production Possibility Curve
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At A slope 14
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I 1.60
I I f l

I I I got A
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ThisisIucreasingdostPPc
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A if we want more of Ax Ooh

we have tosacrifice Alai 4
I 64
Oo164

At A if we want more of 7 19 0.2

we have to sacrifice Axe

0617 0.21641

The PPC share that the

OPP ofX is increasing
as we increase

X from 0h58
CortotKint

B f
f 4.4 0.227
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I

Can PPC has positiveslope

t

DecreasingCost PPC does not make

economic sense

we can demonstrate by thefollowing
example that PPC will be mostly
increasing cost

Assume we have 2 farmers who produce
X Rice Y fish

fr
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lo X lo 16 20 X

piece

HI Farmer C

13.4

12 5343

gig combine thesesfarmers
and drawthePPC






































































































































Change in PPC agiven PPC is based
on the amountofresouces
usedmostefficiently
at besttech available

t.qcdmiffieomiia.it

Better technology










































































HI If the technologyofproducing
improves somuchthattheamounty
X we can have doublesatallquantities

ofY How will thePPdbelowchange
Y CostofX is higher
8

Costofyishigher
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