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Production possibilities frontier and efficiency.

A Production Possibilities Frontier (PPF) is a graphical representation of the possible 

combinations of goods and services that can be produced using the available resources 

and technology in an economy. It shows the maximum quantity of one good that can be 

produced for each possible quantity of the other good produced, given the available 

resources and technology.

The PPF illustrates the concept of efficiency in production. Efficiency occurs when an 

economy produces goods and services at the maximum possible level of output using its 

available resources and technology. The points on the PPF represent efficient production 

because they represent the maximum possible output levels for the given resources and 

technology.

Points inside the PPF represent inefficient production because the economy is not 

producing at the maximum possible level. This could be due to a lack of resources or 

inefficient use of existing resources. Points outside the PPF are not feasible with the 

current resources and technology and represent unattainable levels of production.

To achieve efficiency, an economy needs to allocate its resources in a way that maximizes 

the production of goods and services. This requires making choices and trade-offs 

between producing different goods and services. An economy that is operating at a point 

on the PPF is said to be producing at full employment, which means that all available 

resources are being used in production.

Free Research Preview. ChatGPT may produce inaccurate information about people, places, or facts. ChatGPT Mar 23 Version

Send a message.

New chat1. Input:

2. Output ChatGPT:

https://help.openai.com/en/articles/6825453-chatgpt-release-notes


 

PPF and efficiency.doc 2023-04-27 
 

3. Graphs about PPF and efficiency 

 
Production possibilities frontier (PPF) 
Graph Explanations 

Good B 

Good A 
 

 
The production possibilities frontier shows 
possible combinations of goods and services 
that can be produced using the available 
production factors and technology. All factors 
of production can be used for the production 
of both goods. 
 
Points on the PPF represent full employ-
ment. 
 
Opportunity costs A can be determined as 
follows: 
 

Less production B
More production A  
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Points on the PPF are efficient or Pareto 
optima: It is impossible to produce more of 
one good without producing less of the 
other one. 
 
Points inside the PPF like X are inefficient: 
It is possible to produce more of both 
goods.or more of one good and the same of 
the other one. These movements are 
Pareto improvements. 
 
Points like X represent unemployment. 

 


