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History of eEcc(:)c‘gx(aomlcs

Jiew e

P(-eEcon%er\rcT)ics originated from the Greeks,
it was first known as
"OIKONOMIA” (OIKONOMICOS)

which means household management.




Production possjhity curve
1es0e "

* It shawstemaxium combination of
P(@&W{ngnd capital goods an

economy can produce by using their
available resources.

e |t is also called production possibility
frontier

* Production possibility boundary
e Production transformation curve



Concave oK
ca\e v
* The qg&wﬁf?ﬁy@’bst of producing t-hat
P(epr%\g\gggwﬂﬁncreases, because using
more and more resources that are less

efficient in producing it.
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One Good



\e\Nn ’&53 %pportunlty Cost
P(e\, Pa (PPF is concave)
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INCREASING OPPORTUNITY
COST:

QtoR = [(11 - 10)/(6 - 5)] = 1
TtoV=[(8-5)/(10-9)] =3

S 6 9 10 Computers



Convex ouk
sale:
» With eeondiflies o scale the PPF
p(e@&ﬁ\\'/\'@é@jdd #ward. The opportunity cost
of one good falling as more of it is

produced.
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Shift in production paasibility curve
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» Outwgggs hgl%@qsy’bconomic growth

oweififiasdsadeession.

Inward Shift of the PPC
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The margin Sa\e,co.u\k
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» What dges™t meguiito think at the
i@ilin 2, & AReans to think about your

P hext step forward. The word "marginal”
means "additional.

* " The first glass of lemonade on a hot
day quenches your thirst, but the next
glass, maybe not so much. If you think at
the margin, you are thinking about what
the next or additional action means for
you.



Positive and normatiye statement
a\e-go'
S
: Positiﬁ\(@rsth\fét%gm’ts are objective
- 20 O .
p(eS)&}'T'% nd the testing and
rejection of theories

» Facts which have already experienced
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Disadvantages of c%@g\xand economy
e.bY”

» 1.Los h¥tmengovereignty,
Z-J\h\bs?&gomdé petition in a command

A\ >
predeongraPs everything is produced by the
state; this reduces the quality of products.

* 3.In a command economy mostly shortage of
goods arises

 High degree of government influence lead
to larger bureaucracy and this may lead
to corruption and bribery...etc
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MARKE | ECONOMIES COMMAND ECONOMIES
Freedom of choice No freedom of choice
Free market economy FPlanned economy
Profit motive Welfare motive
Prices are determined by the Prices are fixed
market forces of demand and by the government
supply

Limited role for the government  Major role for the government



Features of m{ge@“économy

o Co-%‘st@ﬁcﬂoi private and public
preséctorge ©
» Centralized planning

» Co-existence of the features of
market and command economy



Barter system ok

i \“Otesao\e
?O@?Qs%nce of double

commgence of wants
e Absence of common measure of value
e Indivisibility of certain goods

e Lack of standards for deferred
payments

e Difficulty in storing weal;,
N i



The functions of meney
eSa\
o A me@@m%? exgilange
pﬁﬂ‘%e@&s}ﬁg of value
* A store of value
» A standard for deferred payments

e Unit of account



Free rider ok
ca\eCO"
e
* In éggmmggédﬁtm’lfree problem
prereielsdgeaSituation where some

individuals in a population either
consume more than their fair share of
a common resource, or pay less than
their fair share of the cost of a

common resource.



Questions oK
sale:
» With {Wm%@tef@ﬂiagram, explain how

. O _
P(eprﬁ%a@jm%%te scarce resources in a

market economy. [8]

» Discuss whether prices are less
important in allocating scarce
resources in a mixed economy
compared with a market economy. [12]
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- (a) Emahﬁ%&hm?e help of a
P(epr%%bnﬁgs’ossibility diagram, how the
opportunity cost of producing different
combinations of goods can be
measured. [8]

* (b) Discuss the ease with which a
planned economy may be changed
into a market economy. [12]



