
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Production Possibility 

Frontiers 

 

Note Pack 

 



  

 

 

Production Possibility 

Frontier (PPF) 

A curve that shows the maximum level of output of two goods or 

services in an economy when all resources are fully and 

efficiently employed. 

Capital Goods Goods used in the production of consumer goods 

Consumer Goods Goods produced for consumption of households 

Human Capital The value of the productive potential of an individual, group or 

workforce 

Positive Statement An objective statement that is a fact, and can be amended or 

proved true or false 

Normative Statement A subjective statement, based on opinion or containing a value 

judgment, which cannot be proved or disproved. 

Specialisation Where production is broken down into smaller, simpler tasks in 

order to concentrate production on specific goods or services 

Division of Labour Specialisation by individual workers on individual processes. 

Productivity Output per unit employed  

Efficient Allocation of 

Resources 

Refers to the efficiency with which markets allocate resources. A 

market is allocatively efficient if it is producing the right goods 

for the right people at the right place 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Key Terms 



PPFs 

The problems of Scarcity, Choice and Opportunity Cost can be shown on a 

____________  ____________  ____________ (__ __ __), which shows the 

maximum level of output of two goods or services in an economy when all resources 

are fully and efficiently employed (or what a society could produce with its existing 

supply of resources and technology). 

For example, let’s imagine that we only produce consumer goods and capital 

goods in our society, and we have to choose what level of each we produce. If all 

resources are being used full and efficiently, we can’t make any more capital goods 

without losing consumer goods. This is an example of ________________  _______. 

 

This can be shown below:  

Points ___, ___ and ___ represent that 

maximum possible combined outputs 

of the two types of goods. These points 

assume that all resources are being 

used efficiently, but this is not always 

the case.  

 

When resources are not efficiently 

used, the economy won’t produce on 

the PPF. Points ___ and ___ show 

where we would be in this case. 

 

 At these points, the economy could produce more of either type of good without 

having to sacrifice the other by simply employing the spare resources. But once we 

reach the frontier, we say that our _____________  _____________ is being 

_____________. 

 

 

 

 



Realistically, when are resources not being used completely efficiently? 

___________________________________________________________________

___________________________________________________________________

___________________________________________________________________

___________________________________________________________________

___________________________________________________________________ 

 

 On the diagram below, draw two points that represent levels of production that 

are currently unobtainable. Below, explain why they are unobtainable. 

 

 

___________________________________________________________________

___________________________________________________________________

___________________________________________________________________

___________________________________________________________________

___________________________________________________________________ 

 



PPFs and Opportunity Cost 

 When a country, person or company reaches productive capacity, they can only 

produce more of one good by sacrificing the production of another. In the example 

below let’s assume we start at Point B, producing 7,500 consumer goods and 16,000 

capital goods. If we want to produce more consumer goods, we can only do so by 

sacrificing capital goods. 

 In the above example, we are producing at Point B, and decide to move to Point 

A instead. What is the Opportunity Cost of doing this? How do you know this? 

___________________________________________________________________

___________________________________________________________________

___________________________________________________________________

___________________________________________________________________ 

 Opportunity Cost occurs whenever the economy changes resources, moving 

_________ the PPF.  

 Opportunity Cost does _____ occur when the economy changes its resources 

causing a movement ___________ the PPF. In this case, we can produce more of 

one good without having to sacrifice the other. Indeed, more of both may be possible. 

This is shown below, where production moves from Point ___ to Point ___ . 



 

 

 

 

 



 



 



 


