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Understanding Society:
India and Beyond — Part 1

CHAPTER 8

BUILDING BLOCKS
IN ECONOMICS
The Problem of Choice



Introduction to Choices

•  People make choices
daily

•  Choices arise because
resources are limited

•  Every choice selects
one option over another



Needs and Wants

•  Needs: food, clothing
and shelter

•  Wants: desires beyond
basic needs

•  Needs are limited;
wants are unlimited



Limited Resources

•  Resources for needs
and wants are limited

•  Land, labour, capital
and entrepreneurship are
basic resources

•  Limited resources make
choices necessary



Scarcity

•  Limited resources face
unlimited wants

•  Scarcity forces people to
make choices

•  It is a fundamental
economic problem



The Problem of Choice

•  Scarcity prevents us from
satisfying all wants

•  We choose what to
produce and consume

•  Every choice involves
trade-offs



Everyday Choices

•  Buy a toy or save money

•  Choose what to eat or
wear from limited options

•  Small decisions reflect the
problem of choice



Opportunity Cost

•  The next best alternative
foregone

•  The cost of the choice
made

•  Study instead of
watching TV: TV time is the
opportunity cost



Choices Made by Producers

•  Decide which goods and
services to produce

•  Consider demand,
resources and profits

•  Choices affect product
availability



Production Possibilities

•  Different combinations
of goods can be produced

•  Resources can be used
in various ways

•  Choices allocate
resources efficiently



Production Possibility Curve
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•  Shows maximum output
with available resources

•  Illustrates trade-offs and
opportunity cost

•  Inside: inefficient • Outside:
unattainable



What to Produce?

•  Decide which goods and
services to produce

•  Base choices on needs,
wants and resources

•  Balance limited
resources with demands



How to Produce?

•  Choose labour, capital
and technology

•  Efficient methods reduce
costs and waste

•  Methods affect quality
and quantity



For Whom to Produce?

•  Decide who receives
goods and services

•  Distribution depends on
income, social policies and
markets

•  A key question in
economics



Economic Systems Overview

•  Systems organise
production and distribution

•  Each answers economic
questions differently

•  Types: planned, market
and mixed economies



Planned Economy

•  Government controls
production and distribution

•  Resources follow
government plans

•  India before economic
reforms is an example



Market Economy

•  Individuals and firms
make decisions

•  Supply and demand
determine prices

•  Government intervention
is limited



Mixed Economy

•  Combines planned and
market economies

•  Government and private
sector both play roles

•  India follows a mixed
economy model



India and Economic Choices

•  The economy has evolved
with reforms

•  Balances planning and
market mechanisms

•  Focuses on growth, equity
and social welfare



Welfare Economy and
Social Safety Nets

•  Aims to provide basic
needs for all

•  Protects vulnerable
groups

•  Includes subsidies,
pensions and health
programmes



Key Takeaways

•  Scarcity leads to the problem
of choice

•  Opportunity cost guides
decision making

•  Economic systems shape
choices

•  India balances growth and
welfare through a mixed economy



Thank You
•  End of Chapter 8 presentation

•  Questions and discussion
welcome

•  Explore economics in daily life
and society
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