
 
 
 
 
 
 
 
 
 
 

Capital goods 

When more resources are available, 
the PPF is pushed outward 

What is economic growth? 
 
Economic growth is the increase in national 
output. Most often, this is measured using real 
GDP, the gross domestic product per annum. 
This is the value of all goods and services 
produced by factors of production based in 
the UK. The rate of inflation is not included in 
the real GDP and so the increase year on 
year of the real GDP shows the economic 
growth. 

 
A PPC is a curve, which shows the maximum 
potential level of output of one good given a 
level of output for all other goods in the 
economy. On a PPC growth is the shift 
outwards in potential capacity of the economy 
(From the solid line to the dotted line). 

Causes of growth 
 
Growth is the increase in production. This can be caused by a variety of factors.  
 
An increase in any of the factors of production leads to economic growth. 
 
Land 
 
Land means all the natural resources of an economy. The discovery of oil in the ‘70s in 
Britain led to economic growth. 
 
Labour 
 
An increase in the work force, by either a higher birth rate or immigration or an influx of 
workers returning to work, from unemployment, for example will lead to economic growth, 
as more resources are available. Alternatively, labour can be used more efficiently, moving 
from a less productive use to a more productive one. 
 
Capital 
 
Investment in capital brings about greater future growth. This may result in short term 
losses for longer-term gains as the productive capacity of the economy is increased. 
 
Technology 
 
Research and development into new production techniques can make production more 
efficient and so use fewer factors of production in the creation of the same good or serviced. 
New products also stimulate the consumer to purchase a product and so cause economic 
growth. 
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UK Growth experience 
 
The UK has experienced a relatively stable growth rate in comparison 
to other industrialised countries. The UK has sustained an increase in 
the rate of growth of the economy, on average of ~2% p.a. from the 
‘50s. 

Advantages/Benefits of economic growth 
 
Economic growth brings about an increased standard of living. This can be demonstrated 
by... 
Increased life expectancy:    Longer schooling: 
 
 
 
 
 
 
 
 
 
 
 
 
 
Luxuries more commonplace:   Cleaner air: 
 
 
 
 
 
 
 
 
 

Disadvantages/drawbacks of economic growth 
 
However, a high rate of increase in the rate of economic growth can have a detrimental affect. 
Whilst there are many short-term benefits, these are often achieved by the exploitation of the 
natural environment or resources. Most often, this involves the use of oil, polluting the 
environment and the creation of our developed environment where vast areas of land are 
cemented over. 
 
Although growth brings an increased standard of living it does not necessarily make us 
happier. In fact, suicide rates have increased, depression is more widespread, and growth 
has only increased our desires. Whilst our standard of living has increased over the last 50 
years in nearly every way we are no happier.  


