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o ETucil Objectives of Lecture (1)
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After studying this lecture, you
1338 () Cigu b ualaall oda Aulye wy  Will be able to:

P = Define the Production
FUY cbise g ST, Possibility frontier (PPF) and

Loa il 4818 luad Lgaladid J(PPF) use it to calculate Opportunity

AL cost | |
» Explain  How the production

T Cldlse) dgia Hade A g4 o possibilities  frontier  (PPF)

bailly glidy) selisd (PPF) illustrates production efficiency,
Ao ehaBY) salll AU Ld< el e and Scarcity
(PPF) %) Ciliilsa) agaa  Aada = Show How economic growth

influences  the  Production
Possibility frontier (PPF)
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: . 3,000
It is a graphical model that represents all the

different combinations of goods and services 2,000
that can _be produced and those that cannot
given resources and the current state of 1.500

technology.

e o i gisal b (PPF) i) Gy spa iais
OSas Y (Al g Lgalil) oSay (Al Gladdd) g adeadl ddlidal) clus il
Lt iall Ay Allall 4 sl OB B gl 4
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Definition of Production Possibility frontier L) SN
Chapter (PPF).
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i Clal ) el Under assumptions as : 3,000
L U=l.O O Only Two goods -
25 3 ) 500 O Fixed resources '

A4 La ol 350
(pra B [ ddaa] 40O

) bl ALY ey - 3. IO
A gall e ALalS) BalELLY) IR (e
_EJJUM

O Fixed technology
O At given moment/ Time

O Efficiency - the economy
IS achieving maximum
production by utilizing
scarce resources to the
fullest.

1,500
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« Points on/ Along the PPF (A, B,C, D,
(A, B,C, zWy il Jsie asaa Job Je Llall E): Efficient, Attainable

lede dﬁ*"ﬂ‘ (Kar [ GEaWALG €D, E): . Efficient: full employment of p, AaiableorEfcent

3 sl QS A3 5 Jektl) 10 o resources 217 A(-—B Utilization of resources
alad) Ao gana ZLOY) GllSa) a50n Helii o  The production possibilities BT X c ‘_Unauainable
5L, Lgalil (Say 3l Cilaall frontier ~ shows the 15+ ¥ 6" Combination
) combination of goods and gyl 0
services that can be % Anainableor
Lealls) (S lgule J gl (Say [ phatll ALG produced efficiently 99 F T Ineffcient
Uk dalid) ) sl 54 \E Utilzation of
U] O slase sl Y1 LIS 2 g0n el - Attainable: Can be produced by 14 s
lede Jgeanll (e fleiiat (S il the current available resources i AR
- The production possibilites ¢ { 9 3 4 § ¢
frontier shows the maximum Good X

levels of production that can

be attained. )
\__
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* Points |n§|_de the PPF (F): Inefficient, Attainable 5 Attainable or Efficient
 Inefficient: Underemployment of resources 21*--./9‘_‘.B Utilization of resources
18+ < :
\ Unattainable
: “C Ao
- Attainable: Can be produced by the current > 157 Combination
available resources §12-- \D AitsinsEle or
9+ F* < \ Inefficient
o ) 64 \E Utilization of
[Eaaill AL ¢ &S e (F): zWY) GlilSa) Sisie Jada Lalal) o 3 \. Resources
lele Jsaall (Sa ) \ P
| I 1 1 1 1
3 ) 5alls Leali) oSy Lgale Jgand) (Say [ (3alatl ALE o Good X
Gl daliall
Y,
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» Points Outside/ Beyond the PPF (G): A Attainable or Efficient
Unattainable (Can nor be produced by the 21T S, Wiilizationof resources
current available resources) 18+ & « Unattainable
> 154 & G Combination
« Unattainable: Can not be produced by the §12‘ \D Attainable or
current available resources 9+ s ~_ Inefficient
6 \E Utilization of
3] \ Resources
Y GRaIIALE it (G) ) il fae z s B SR |
Ll Aaliall 3 ) sally Lealti) (S & 2 3 4 5 6
Good X
\. y,
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CililSal Aada aladia (Say The PPF can be used to Yl
A asalial) g il LAY illustrate the concepts of: 3,000
bl e 1. Scarcity, 3

delasl) o 2. Efficiency, '
belill a2 o Inefficiency, 1500

Aol da 3l 485 3. Opportunity cost, '

ghaiBY) gaill 4. Economic growth.
P X
v 600 800 1,000

\_ Wy
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Chapter 1) the PPF& scarcity
q 2
( Attainable , Unattainable )
Inside / Along / Outside
ale Jowand) (San ¥ [ (GBaill BB o2 ¢ adle Jganl) (e [ G8adll Q8
zo& Jsh e [ dal
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( attainable , unattainable )

» All points Outside/ Beyond PPF as point (G) are
unattainable and illustrate the concept of scarcity.

o Because there simply are not enough resources to
produce any of these combinations of outputs

_3)&3]\?}@@}3‘3 c\.@_.glc d}.aaj\

laadll g aluadl e LS Sl 038 (e (ol LY AS 3 )l ge 2 53 Y Aaliy 43

)

J D Attainable or Efficient
21 A¢— Utilization of resources

B
18 ¢ Unattainable
515 * Combination
§12 \P Attainable or
9 F ‘_'\_Inefﬁcient
5 \E Utilization of
\ Resources
3
TR L
0 1234556
Good X
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( attainable , unattainable )

» All points On PPF as points (A, B, C, D, E) or Inside PPF as point
(F) are attainable and illustrate the concept of scarcity.

o Because while moving along/On the PPF to increase the
production of one good requires that the production of another
good be reduced (Trade-Off) , which also illustrates scarcity

ciliilal Aada JAl 6i(A, B, C, D, E) hiis gUidy) ciliilSa) Aada o Llal aven
B o sgde a6 g Lgide Jgeandl (Sa 5 LeBiEaT (Say(F) JabiS LY

dalus ) Qi bl 3aa) 5 dadus 23] B0l 3 LY) CililSa) dada o ol il oY o
5l il e s Lo 585 ¢ (Trade-Off) (Auaiiall) sl

A\

I p Attainable or Efficient
214~ A‘_B Utilization of resources

Unattainable

15 Combination
g 12 D Attainable or
9 F¢ . Inefficient
6 \E Utilization of

\ Resources
3 P
|
0 1 2 3 4 §5 8
Good X
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( attainable , unattainable )

o l.e., while moving along/On the PPF from
point B to C , this will lead to increase the
production of good (X) and this requires the
production of good(Y) be reduced, which
also illustrates scarcity

DoY) S iaie Jsh el ol 4l
X dadad) ZU) 335 ) I sas «C (MB - Akl
ol Ul g L 55 0 Aaduad) 1) J0ES Calla

~N

p Attainable or Efficient
219~ g Utilization of resources
18 i C Unattainable
> 15+ : Combination
§ 12+ \D Attainable or
Q4 Fr e \ Inefficient
64 \E Utilization of
. Resources
34 o
— )
O ¢4 2 3 4 5 6
Good X
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(Efficient, Inefficient)
Along / Inside
(iS  «1)
JAlY Jshb e
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4 A
(Efficient, Inefficient)
* Efficiency: . J Attainable or Efficient
» means the full employment of resources in Ae—_Utilization of resources
production; all resources are fully utilized 18 i
N c S Unattainable
> 15 W G"¥ Combination
:5¢ 4] § 12 \Q Attainable or
aladind o Cua (Y] 8 o) sall JalKI ADATLY) et e 9 i T Inefficient
< U< [ 6 "‘.\E Utilization of
e e &= . Resources
3 \
g——ry 1 I 1 IP'
O 12 3 4 5 8
Good X -
. J
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Chapter 2) the PPF& Efficiency
01
4 (Efficient, Inefficient) \
;8sLas) - Efficiency: p Attainable or Efficient
21+ A¢_ Utilization of resources
(o Adzall GlaS Al S o > Efficient combinations of e B SRRV
ade e Ll il output will always beon the PPF .| (g PRI
(A, LES ) i<y as points (A, B, C, D E) Bk o
B, C,D, E) 3 ' D Attainable or
o Movements along the PPF 9 P _ Inefficient
sinie o DS all mag illustrate that producing more 6+ \E Utilization of
il o ) Gl of one good requires 3 \ Haogces
Gl aal g dalu (ha AUA\ producing less of other good. TSR ¢ 4
ale e Ji LS ) This observation reflects the 0 4 934 5 8
al A ey e g A result that a tradeoff must be Good X [
Noe dalie sloa) made when producing output
3oLy #Lay) efficiently )
\
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» Inefficiency:
» means the Underemployment of resources in
production; all resources are not fully utilized
o Il.e., one or both outputs may be increased without
decreasing the other output level.
> Inefficient combinations of output will always be
inside the PPF as point (F)

:Sf-uﬁ\ ads

JalSIL 3 ) gal) qan plafiad o Y Cum (U1 33 ) pal) Qi i iny
) (s sin Gmia ()90 LegalS o ald) gan) 1 3l (Sl (ge il (s
s AY) ALl

AL linY) e inie Jal il zUW S e Sl oS o

(F)

\_

(Efficient, Inefficient)

h

D Attainable or Efficient
21~ Y_g—-B Utilization of resources
181 e c it Unattainable
> 15+ W G Combination
§ 12+ \ \9 Attainable or
a4 Fr Inefficient
6+ \E Utilization of
3l Resources
T AR, |
O 1 2 3 4 5

Good X
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a )
J Attainable or Efficient
,;— Utilization of resources
Opportunity cost: The units you give up/ 13 N
. . \ Unattainable
sacrifice of one good to get extra units of the 15 \C G** combination
other good N\
J § I \P Attainable or
. : Caly (. o e ey ter 9 F< N Inefficient
o e - 6 E Utilization of
LSJA\)“ aalll %) ‘\:13\.;.4;\ L-?\JA} L;.G d}..aaﬂ oh\j 3 ‘\\ Resources
R 1 1 I 1 \‘-.lP'
O 1 2 3 4 5 6
Good X -
'\ J
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The negative slope of PPF illustrates the concept of opportunity cost (the

marginal rate of transformation (MRT)),

o Which implies that whenever moving along PPF to increase the

production of one good, we must decrease the production of the other

good. (Trade off in choices)

o l.e. At given resources, production of both the goods cannot be increased
together. More of good Y can be produced only with less of good X as

resources are scarce

(MRT)) (rualgd) sl Jonaf Aol s 1) Al

3 o gehe LY Clila) atal qlld) Jaall ria gy
A Al ) 5 Lile Cany chan) s el ) 500 31 2 UBY) ) inie J ok e US jad WS 4 iny Le g5 @
(LAY b duadid))
S YIY Aadidl (e g 3l L) (S Y G iedaal) WIS L) 30 ) (S Y cdaliall 3 ) sall (e (pza (5 stne 2ic ) (5] o
JJUAM'&JJ&S\BL.\X w\w&i

N

J o Attainable or Efficient
21+ Aq—B Utilization of resources
181 PN C Unattainable
> 154 W G Combination
§ 12+ ) \D Attainable or
9+ | aadio .‘ Inefficient
64 \E Utilization of
3 \. Resources
o — ‘ ,=P'
O 1 2 3 4 5 6
Good X
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a )
Attainable or Efficient
21+ Aq—-B Utilization of resources
e Opportunity cost of good X in terms of good Y = BT N C e Unatainable
| AY/AXl > 15+ X G" ¥ Combination
_ _ 512“ i \P Attainable or
e Opportunity cost of good Y in terms of good X= | AX/AY| 9+ F " Inefficient
o5 \E Utilization of
| AYIAX| =Y aldl im (50X Aaludl Al s jall 2615 g \ Resources
1 1 L 1 p
| AXIAY | = X Aadadl Cym (aY Aalall dlpad) 233 013 5 4 5 ¢
Good X
Y,
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Chapter 3) the PPF& opportunity cost
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Numerical example
Y
3,000
Start at point C (800X, 1500Y), 2,000 |
If we want to increase the number of good Y to
2000, so we will move along PPF from point C to 1,500
point B , At point B ( 600X, 2000Y ) ,
C (800X , 1500Y) kil (pa fanl o X

Jsh e @t Cagd 2000 Y adadl aae sl Loyl 13 e
B (600X, kil vie (B ddaddll JNC 4dadidll (wPPF (siaia
2000Y )

600 800 1,000

)
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Numerical example
Y
3,000
-So, to increase the production of good Y by 500 ( 2,000
2000-1500) ,
1,500
We must decrease the production of good X by 200(
800-600) .y R
<500 (2000-1500) _laaY daluall 5] 32l 3 <A
P X
200 (800-600) LlasaX Amluad) L) Julas Wile caay 0 600 800 1,000
'\ Y,
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Numerical example
-Opportunity cost of good Y in terms of good X = |the
in X / The increase in Y | Y|
3,000
Opportunity cost of good Y in terms of good X =
| 200/500| = 0.4, e
Means The cost of producing one more unit of
good Y is giving up 0.4 units of good X T8
@ 3L [ X Aalad) B olalll) = X dalad) dua oY daladl dbad) da dl) 48l
Y datod) X

(e 822504

| 200/500| = 0.4, = X dalull s (3aY daludl Al da il 4S5
X daldl

600 800 1,000

)
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Chapter 3) the PPF& opportunity cost
~ 01 4
Y (+1X,-2Y)
i - I lmor::?
14 L-.' of 003
Why does the PPF concave? 12 /’%

¢ e Y CillSa) Liaia 13l . ‘ l

5} E
Fl

0 ; 52,52; 4 5 X
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Chapter 3) the PPF& opportunity cost
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4 A
Why does the PPF concave?
Y +1X,-2Y)
15 A Increosing
14 s :{"’gg""'
» The Concavity of the PPF means that as the quantity | ' V+ 3Y)
produced of each good increases, So when one factor is ¢ ‘
shifted from the production of one good to another, then IND ¥V
Its productivity falls, causing marginal opportunity cost of | ‘
Increasing product to rise, Al g
Jale Jaity Lanind dalus JS (e dniiall 408l 304 ) ae CIPPF el Jixd 3 1
A3lSH e85 ) 8y Lae clgialii] (idii s AT ) dale L0 e 2al : 1 : ;
‘G't"d\ \&Eﬁtﬁjuﬁiﬁ\hﬂ‘ 0 | 2 25 3 4 S X

\_ Wy
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Chapter 3) the PPF& opportunity cost
01
~ A
Why does the PPF concave?
Y +1X,-2Y) .
As we move down along PPF 156 R :Lm:?
— produce additional unit of one good h | | + ‘;’Y§
— more and more units of the other good needed to be " L,‘
sacrificed — The opportunity cost increases o - A4
— Causes the concave shape of PPF 1
5t A 4.
PPF (Aaia Jsh Ao JiuY US ja% za
A il RS 235 1 gAY Al e S ST lan gy Hmmdl D) ala i o N T I R my el
aball
WY i) Aaial padall JSA 8 elld cudy o

\. /
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Chapter 3) the PPF& opportunity cost
01
4 Why does the PPF concave? A
Numerical example le b /(%zv) P
: : 14 = gpwwm
1) Starting at point B (1X, 14 Y ) | ’(+ 3;{%

2) B—C : if we move down to point (C) to produce additional unit of
good X — so we will sacrifice 2 units of Y (14-12) so we will move 9
to point C (2X, 12Y)

opportunity cost for good X = | AY/AX| =2

(1X, 14 Y ) : B dkaill o ey

(|
D

i Cogaid (X — Aalull (e ddli) 3an g £LEY(C) Al L) Ukl 1YB—C
(2X, 12Y):C adaiill 1) Jisies 13 ¢Y (14-12) o (pfids 52

0 1l 2;?.51; 4 5 X

\_ | AYIAX| =2 =X Zalullalad) dca ) 465 o y
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Chapter 3) the PPF& opportunity cost
a4 ° N
Why does the PPF concave?
Numerical example

! | —

3) C—D: if we move down to point (D) to produce o h jggogom:? %

additional unit of good X — so we will sacrifice 3 units of oy
Y(12-9 ) so we will move to point D (3X, 9Y) v‘

e opportunity cost for good X = | AY/AX]| =3 ; R

X — bl (e &) 32a5 WY(D) Akl J) wlaw) W) C—D: 8¢
D (3X, sl ) Juii JAY(12-9) (e o SO aad Chgud
9Y)

| AY/AX| =3 = X Aalull bl i ) 4S5

0 1l 5?51; 4 5 X
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Why does the PPF concave?
Numerical example

4) So, as we move down along PPF (B—C —D )
e Good (X) increases
e Sacrifice more and more of good (Y)
e opportunity cost for good X increases
e S0, the PPF is concave

PPE (B>C—D) (daiall Jsb o Jiul & all Latic )
(X) dald) 2oy o
(Y) Al e 2 ey il o
(X) adoll ALl a3l S5 M2 55 o
2UPPE sl gld ddl e

+1X,-2Y)
v v

0

| Increasing
| opportunity cost

of 8

Yoy o=

v‘w

1 '
2 25 3

~N
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~ | | N
Economic growth shifts the PPF outward.
ZoAl Lyl clla) aie JUs) ) sobaiil) gaill a5
.
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» The two key factors that generate economic
growth are
1) Technological change
= allows an economy to produce more of
goods with the same amount of limited
resources

> S aasil) g sl
33 ganall

tlad (galai®y) gall) Glal gy AL GGlaand ) Slalall
A1

~N
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Y
» The two key factors that generate economic growthe

are
2) Capital accumulation (human capital).
= The growth of capital resources including 6
human capital, Means that an economy has

Increased its available resources for
productios eigBDAS! Gls G Gl N (Dl
(s ) Juad) Gl ) Jladl (il aS) 5,2

~N

el LY Aalial) 53 5l ga (g 3 38
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g UY) Glilsa) 3 gas Jid
O G gl 8 Aaliall 3 ) sall 22e] a8V sl
3lsall pasius ¥ N claasdly adudl cile sans)
JelSIL dalidl

Al el m gad Jaral i) aal)) £
Lhdad oSar il ZUY) g a8y aall) o
\gle Jyanlly

. o(oAS ) Adall Mo pLY) i
CllSa) agan o L) ol U)LER) 6S o oSa) |
Lelaly f syl

Lle ) aes 4l iSay) o

N oha (gsbad (5 AT Aalud ALl AdSHl) -

ALy i) AAISE S50y Al A3 g1) 3

The production possibilities frontier
represents
A) the maximum number of resources available at any
given time.

B) combinations of goods and services that do not fully
use available resources.

C) the maximum rate of growth of output possible for an
economy.

D) the maximum levels of production that can be
attained.

When producing at a production efficient point,

A) our choice of the goods can be either on or within the
production possibilities frontier

B) we can satisfy our all wants

C) the opportunity cost of another good is zero

D) we face a tradeoff and incur an opportunity cost

~

W,
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Think
LAY CillSa) agaa Aade pua g ¥ A production possibilities frontier figure does
53 s all Uit 51 535 5 Ui ) g Lo i Al Ui 3 5a) | NOT illustrate
) e Jaany () w A) the limits on productlon imposed by our limited
ALl 2 ;\jﬁ) - resources and technology.
s 0y us,u ) L) B) who gets the goods.
RO S S IR e C) opportunity cost.
} . D) attainable and unattainable points.
dbaulg U QLila) agas Aade e foadll Jha Al
RE e Scarcity is represented on a production
:\ij\ de\f: fjmj! lwx)‘_\’ possibilities frontier figure by
A el : 5 “,,.) ' A) the amount of the good on the horlzontal axis
-@?ﬁjﬁﬂ‘fﬂm) d forgone.
Gl ¥ Dl lgle Jouanlly Lghilad (S BRI 3509 488a) & B) the fact that there are only two goods in the
Lle Joand) Sy ¥ g Leldas diagram.
C) technological progress.
D) the fact there are attainable and unattainable
points.
/
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dades z W) 3L Jal e Baaly dala i) JU o) Gag AN Adal)
s A

S e IS ) sall padidt o cang) |

M daldl) LYY clilSa) 3gaa o @m0 o) o) @

Lo alall Ly llSal 3 gan 7 A il o ) 7
lSliaall dala 4Ske Lepal 585 ol caag)

U cliilsa) 3 gaa Jala ZUDY) alds
el Jpmmall (Say V5 Gail ALG ) |
gead S iYL V) Lggle: Jsaanll (e ¥ 5 Lekiiad (e V)

_JJ\)AS\
Wﬁd&@\é\h&@\ydiﬂhwf)c

£l 55 G35 5

A country that must decrease production of one
good in order to increase the production of
another

A) must be using resources inefficiently.

B) must be producing on its production
possibilities frontier.

C) must be producing beyond its production
possibilities frontier.

D) must have private ownership of property.

Production points inside the production
possibilities frontier
A) are unattainable.
B) are attainable only with the full utilization of all
resources.

C) are associated with unused or misallocated
resources.

D) result in more rapid growth.

~N
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4 )

s oa . . . . sl Consider the PPF for office buildings and
Aaa gal) ) g AwnSall | Aliall <9 _ _ : . L
o ST wHPPE housing shown in the figure. Which point in the

“gm‘ iJ‘J"“ s) C“‘U‘ u“""m f‘“{“ ‘-’3 ‘u‘“‘ s). ds:m diagram shows that resources to produce office
S JU Wpapals oy Q) 4iSal) Al g 4 ildings and housing are being misallocated,
flagals o) oJals Jody Lgaladda s ¥ ) cgaa ynysed, or both?
Fakil) ) A) Point F
Gikul) o B) Point G
H ddaaill) C) Point H
| adaaill) 2 D) Point |

Office buildings (units)

Housing (units)
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Think
4 : . N N
guy) dbil i JSAl) B ozUly) clilse) agaa oz Refer to_the prqductlon p055|_b|I|t|e$
) Ak frontier in the figure. Production point
Gl AL e - represents an
el AL e oc production point.
Gl @Sﬁ'e A) b; unattainable. _ .
YR B) c; unattainable. §
L 5 iC C) e; inefficient. 5 ,,
D) c; inefficient. ¢
* 3%30
2 20
5
3 10
0 16 2b 3% Ab 50
Capital goods (millions per month)
g /
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Gl 9 deldall alldl (e ydall gzl Saadall Cl¥ el )
Blla 2o ol 1 98 of S, s AY) alad) L) B (alddl)

Lealii] Sl agas e ddad die i saaiall Y Sl il 1))
Lgalil) ciluilSa) 3 gan JaJs dall Ao 2l faatial) el o) cuils 1))
Lalii] ClilSa) 3 pas 2 A A die 0 Baaiall LY 6l CailS 1Y)
Onadl) (A LY CilSa) 3 g S ja 1) add)

die il Ll Alad) g gy (pUY) CildlSa) dgaa zigal aladiuly
AsallPPF isie Caiie ) |

PPF. iais sk (e b gl o) @

PPE. dais Al 7

PPF. sz &) 2

A president of the United States promises to produce
more defense goods without any decreases in the
production of other goods. This promise can be valid
A) if the United States is producing at a point on its
production possibilities frontier.

B) if the United States is producing at a point inside
its production possibilities frontier.

C) if the United States is producing at a point beyond its
production possibilities frontier.

D) only if the production possibilities frontier shifts
rightward

Using the production possibilities frontier model,
unemployment is described as producing at a point
A) on the exact middle of the PPF curve.

B) on either end of the PPF curve.

C)inside the PPE curve.

D) outside the PPF curve. W,
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Good Y (units per month)

3 4 3
Good X (units per month

Y alga o) Apulia € algal 3 ) sal) (asadl ol Laric
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When resources are assigned to
Inappropriate tasks, that is, tasks for
which they are not the best match,
the result will be producing at a point
A) where the slope of the PPF is
positive.

B) where the slope of the PPF is zero.
C)inside the PPF.

D) outside the PPF.

The figure above illustrates Mary's
production possibilities frontier. If
Mary wants to move from point b to
point c, she must

A) improve technology.

B) increase the accumulation of capital.
C) give up some of good Y in order to

obtain more of good X.
D) give up some of good X in order to
obtain more of good Y.
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A nation can produce at a point outside
its PPF

A) when it trades with other nations.

B) when it produces inefficiently.

C) when its PPF is bowed out.

D) never.

A key factor that leads to economic
growth is

A) human capital accumulation.

B) increasing current consumption.

C) avoiding the opportunity cost of
investment.

D) Both answers A and B are correct.
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The production possibilities frontier itself illustrates
the combination of goods and services that can be
produced inefficiently.

False

Al ciladl) g adadd) de gana Lgdi LY lilSa) 3 gan zruda 5
SelS s Lgalll) (e

Production efficiency occurs when production is
inside the production possibilities frontier.

False

Harry produces 2 balloon rides and 4 boat rides an
hour. Harry could produce more balloon rides but to
do so he must produce fewer boat rides. Harry is
producing on his production possibilities frontier.
True

As we increase the production of computers, we
find that we must give up larger and larger amounts
of DVD players per computer. This situation
illustrates increasing opportunity cost.

True
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A society that is producing inside its
production possibilities frontier is fully
utilizing all of its productive resources.
False

53 90 arad Jifew Anlil) CililSal 3 g3 JAN iy 54 aalsall
Jals Jedy Laliiy)

A country that must decrease production of
one good to increase the production of
another must be using resources efficiently.
True

Any production point on the production
possibilities frontier is inefficient

False

If an economy is operating at a point on the
production possibilities frontier, then society's
resources are being efficiently utilized

True
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unattainable.
True
Scarcity is represented on a production L& g g Alfay LYY @lilsa) dgaa Aada o Al Jiad oty
possibilities frontier figure by the fact there are ¥) @aill ALB 2 g Al (gle Jgmend) (Sa) (glaill AL
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If production point is outside the production o a U G LY lilsa) 2 gas 7 WA Uy ddadi cils 1)
possibilities frontier production is in the (Yle Jgantl e ¥) " (aaill AL o™ dihaia
"unattainable" region.
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As we conclude this lecture, it’s valuable to explore
how the concept of the Production Possibility Frontier
(PPF) is applied in real-world settings — not just in
macroeconomic models, but also in public policy,
business strategy, and international trade.

1. PPF as a Policy Tool:

« Governments and economic institutions use the PPF to
analyze trade-offs in resource allocation, especially
under conditions of scarcity.

« For example: when deciding between investing in
education or healthcare, the PPF helps visualize the
opportunity cost of choosing one sector over the other.

 During times of crisis — such as the COVID-19
pandemic — resources often shift from producing
goods to delivering healthcare services. This results in
movement inside the PPF, reflecting a drop in
productive efficiency, not just a lack of resources

PJ@AMUSA.\JASJAESJ M\w‘sﬁu\mb@'&
Jlaa UA g ¢ gand) @\33\ ‘_,3 (PPF) CL\N\ Gluilsa)  Aada
SR AT g cdalad) clubud) i uﬁ' L) uﬂj ¢S Jl.mﬁ‘i\
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2. Strategic Decision-Making in Business:

In the private sector, firms can use the PPF to 28 PPF aseda aladinl SIS HEl Koy (galdll gUasl\ R
decide how to best allocate limited inputs across =l (padatl Aalidal) WY bghi Gu 3 gl a s 4
various production lines. alaiul
For_lnstance: a company producing both electric fuli Ju._ i 5 Al 56 s 5 AS L5 ) s e o
vehicles and traditional auto parts can use the PPF 2L sy

_ ) o UW("U‘}‘ z JJJ;?@ASPPF e\M\L@-\SA.\
to understand its current production limits and il U 3 ) pall , 5Ll
reallocate resources more efficiently. 2 -
Investments in technology or workforce O (S sl dalall skt ol L b i) 8 JMY‘ Ol LS
development can shift the PPF outward, indicating o S 5,8 iy Lee (il e g Gl s
potential growth in productive capacity. i) &SI~ LY
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3. PPF and International Trade:

The PPF also supports understanding global
trade through the Ilens of comparative
advantage.

Countries that specialize in producing goods
they are most efficient at can trade with others
to obtain goods they produce less efficiently.
This trade enables countries to effectively
"move beyond their domestic PPF" as if
expanding their production capabilities through
cooperation.

{(PPF) 5 4lsal) 4 ladl ciédal) 3,
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"The production possibility frontier is not merely a
theoretical curve — it is a vital analytical tool that
helps us grasp economic choices, opportunity costs,
and the efficiency of resource use. Whether we’re
balancing a national budget, planning a firm’s
output, or designing international trade policies, the
PPF’s logic is always at the heart of sound
economic decision-making."
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Definition of PPF

The PPF& Scarcity

The PPF& Efficiency

The PPF& Inefficiency

The PPF& Opportunity cost
The PPF& Economic Growth
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Thank You




