Make-up Assignment: FOR CREDIT copy onto your own notebook paper (then save a tree…return this paper to the handouts file)
[image: image1.emf]Write This Down Write This Down Production Possibilities Frontier

aka PP Curve

Definition: diagram representing the 

maximum amount of goods/services a 

resources are used.

economy can produce when all of its 

It represents: Opportunity Cost

● Trade offs = all alternative activities

opportunity cost = next highest valued

Capital Goods = Human made resources

i.e. production tools, machines, equipment

used to produce goods and services

[image: image2.emf]Consumer Goods = goods intended for final

i.e. ipod, xbox, french fries, etc.

use by consumers rather than businesses

Economic Growth Economic Decline

[image: image3.emf]5 Shifters - things that will move curve out

1. Increase the productive labor force 

(# or productivity).

2. Increase the quantity and/or quality of  

natural resources.

3. Increase the quantity and/or quality of 

capital.

4.  Increase health and education.

5.  Increase technology.

A decrease in any would have opposite effect, 

It would shift curve inward.
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Productively Efficient

ON THE CURVE =

Productively Efficient

ON THE CURVE =

OUTSIDE THE CURVE = OUTSIDE THE CURVE =

Unattainable, can’t PRODUCE. 

But, can CONSUME via 

Specialization & Trade

CURVE =

Inefficient or  

underused resources

INSIDE THE

CURVE =

Inefficient or  

underused resources

INSIDE THE

Product  
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Parts of the Graph

PP CURVE PP CURVE


