production Possibilties Fronter: (PPF) is the boundary betwesn those combmations of goods and serdoss (hat can be produced and those thal cannol

we achieve production effickency: if we produce goods and services af the lowesl peasible cost. This outcome oocowrs 3t all he paims an the PPF_ A8 pairs
nside ihe PPF, production s nefficient bécause we are gving up more than necessary of one good o praduece a gieen quantity af the olber good. Praduction
nside the PPF = nefficient bécauss resources are either unusad or misallocaled or both. resources ané ensued when they are dle bul could be warking.
Resgurces are misallocaled ahen they are assigned 10 tasks for which they are nol the best matdh.

Opportunity Cost: the highest vishued allemative forgone. the PPF mskes s idea precss and emables us 0 caloulate opporunity cost. Opporbunity coslis a
ratio, it is the decrease in the quantity produced of one good divided by the ncrease in the guantity produced of another goad &= we mose along the ppl.

Allocative eMclency: is schieved when goods and seraces are produced al e lowest passible cost and n quantities that provide the greabest passible benefit,

marginal cost: the opportunity cost of preducng cne more unit of 1. We caloulste marginal cost fomn the slope of the PPF. A= the quanlity of x increases_ ihe
PPF pets steeper and the manginal cost of x inorégmes

marginal banefit: form & good or serdes = (be benefil received from conswning one mare unit of iL This banefit is subjective, it depend's an paeple’s
prferances. The most thal you are willing 10 pay for =omedhing # its mangiral benefil

marginal banefit curve: a curve that shows the relalionship betwesn the marginal benehil from a good and the quantity consumed of that good.

gconomic growth: ihe expansion of production possibiktes

technological change: the development of new goods and of betler ways of producing goods and serices.

Capital accumulation: i the growth of capital resources, including human capital

comparative advantage: in an aclivity if thal persan can perform (he actvity &t & lower ogpartunity cost than anyone else, difference arises from d@fersnce in
individual abiilies @nd from differences in the characteristics of ofher resources

A persan wiha is mare productive han olbers has @n abeslute advantage. Absolute advantage irmalves companng productivities- production per how- whersas
comparalive advantage mvolves comparing apportunity casL

a firm is & econdames whil thal hires factors of production and organizes hem 1o produce and sell goods and services.

g market is any arrangament that enables buyers and sellers 10 gt nfarmation and o do business wilh each olber,

property rights: the social amangements thal govern the ownership, use, and disposal of anything thal people value. Real property includes land and buildings-
the things we call propery m ondirary speech- and durabile goods such &s plants and eguipment. Firancal praperty indudes stocks and bands and maney n the
beankc. Intellectual propery is the imangble product of oestive effiorl

Money: s any commodity ar ioken that s generaly acoeptable a5 3 means of payment



