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1
Absoluteand competitive cost advantage

absoluteadvantage in doingsomethinglegJillmakes 4Pizzas per hourJack2Ii absolute advantage
comparative advantage is who can do the most in comparison to a different product

paylower opportunitycosts

about Units producedinert moneymade

ProductionPossibility Curve

Showscomparison betweenproducingtwodifferentthingsin atimespan
Howmanycanbe produced
Whichis thebestcombinationofproducingproducts

Showsscarcitytrade offsopportunitycostefficiency

Shows ideaofscarcity cannotproducebeyondcurve

Productivity

A Measure of Economic performance that resourcesused
inputindicateshowefficiently inputsare converted Output

intoOutput productsmade



Productivity Changein Output
Growth Change in Input

2
Opportunitycosts

representspotentialbenefits anindividualinvestororbusinessmissesoutwhenchoosingonealternativeover
another

costsandbenefitsofeveryoptionavailablemustbeconsidered weighedagainsttheothers

OpportunityCosts Foregone amountof
consumer goods
Additionalamount of
capitalgoods

differencebetweenexpectedreturnsofeachoption

Isoquant and MCC

isoquant identicaloutputcurvewith varying input factorcombinations
showing

combinationsofcapitalandlabour

MCC minimumcostcombination

How can the potential Outputof an economy be increased

increase the amount of production factors Capital wideninginvestmentsinvestments in education
humanCapital

improvement of quality of production factorsinvestment in technology and retrainingsfurtner training human Capital

taPPC willshift outwards to the right



3
Distribution of income

primaryDistribution SecondaryDistribution
distribution of the income distribution of the income
according to one'sparticipation aftergovernment'sintervention
in the Production process and relocation

PRINCIPLE OF PERFORMANCE

all citizens toreciereshare in agreement output
income distribution canbe canedfair if Everyone is compensated in linewithindividualcontribution to aone
favoureconomicpolicythatinvolvesonlyminimumstate interference economicliberalism

PRINCIPLE OF NEEDS

no economic standard to measurethefairness of income distribution
must look for criteria thatarebasedof fundamentalhuman valuestakes socialaspectsinto account

distributed in awayforeveryone to cover necessitiesofanaverage live
criterianeed to bedeveloped whatis necessary

PRINCIPLE OF EQUALITY

the Concept of justice and fairness isthat allhumansbeforeGodandlaware equal
peoplearediffrentwithparticipation ineconomiclife willingnesstoperformandcompetences
needsandwantsvary
thisconceptwasneverrealised

DISTRIBUTION CONFLICT

Whydotheyexist
because therearedistributionproblemsbetweenrichandpoor
eg Employersandemployees tuepay

howmuchpensionshouldbepaid
a
employedandunemployed

Whathasit todowith decisionoflabour
peoplehavedifferent opinionsonnowpeopleshouldgetpaid onnowmuchyouworkorwhatyoutheoreticallydeserve



4
Price formation on a perfect Competitive Market
examplecommodityexchange

polypolisticmarket

Amarket is theplacewherebuyersdsellersmeet

buyer C Aims seller

buyingproductsfor sellingproducts
thelowest price forthehighestprice
possible possible

xResult
X

PricewheretheplannedquantitiesofsupplyfAngebotanddemand fNachfragearethesame
equilibriumpriceAtthispricetuehighestpossiblequantity is tradedprincibieofthehighestexecutablevolume


