
📘 Class 9 Social Science Notes 

Chapter 8 – Building Blocks in Economics: The Problem 
of Choice 
Book: Understanding Society: India and Beyond​
 Grade 9 – Part 1 

These notes are prepared directly from the uploaded Chapter 8 textbook, including the 
definitions, examples, PPC table, economic systems, and the chapter summary. 

 

🌟 1. Introduction to Economics 
Economics is mainly concerned with making choices when resources are limited but human 
wants are unlimited. 

For example: 

●​ 💰 Should we spend pocket money on snacks or save it for shoes? 
●​ 📚 If a library has only 5 copies of a book but 20 students want it, how should the books 

be distributed? 
●​ 🌾 Which crop should a farmer grow? 
●​ 🏭 Should an enterprise use more labour or more machines? 
●​ 🏥 Should the government spend more on hospitals or highways? 

These are all economic choices. 

🧠 Needs and Wants 

Needs are essential things required for life and basic well-being. 

Examples: 

●​ 🍚 Food 
●​ 💧 Water 
●​ 🏠 Shelter 

Wants are things people desire but which are not essential for basic survival. 



Examples: 

●​ 📱 Gadgets 
●​ ✈️ Vacations 
●​ 💎 Luxury items 

Human wants are unlimited and keep changing. For example, a person may want to move 
from a bicycle → motorbike → car. 

 

🌱 2. Resources and Limited Resources 
📌 What are Resources? 

Resources are factors used for the production of goods and services. 

They may be: 

●​ 🌳 Natural resources – water, coal, etc. 
●​ 🏭 Human-made resources – capital and technology. 

The four factors of production studied earlier are: 

1.​ 🌍 Land 
2.​ 👷 Labour 
3.​ 💰 Capital 
4.​ 💻 Technology 

Resources are limited in quantity, but they can have many alternative uses. 

⚠️ Scarcity 

Because resources are limited while wants are unlimited, people and economies face scarcity. 

Therefore, they have to make choices about how resources should be used. 

 

🔄 3. Opportunity Cost 
When we choose one option, we have to give up another option. 



📖 Definition 

Opportunity cost is the value of what is given up when one alternative is chosen. 

💡 Example 

Suppose a farmer has limited land and can grow either: 

🌾 Wheat OR 🌱 Barley 

If the farmer chooses to grow more barley, some wheat production has to be sacrificed. 

👉 The wheat that is given up represents the opportunity cost of producing more barley. 

🧠 Easy Formula 

Choice of one alternative → Giving up another alternative → Opportunity Cost 

 

📊 4. Production Possibility Curve (PPC) 
📌 Definition 

A Production Possibility Curve (PPC) shows different combinations of goods that can be 
produced using all available resources. 

The textbook gives the example of a farmer producing barley and wheat. 

Combination Barley (kg) Wheat (kg) 

A 0 100 

B 25 90 

C 50 70 

D 75 40 

E 100 0 

📈 What does the PPC show? 

As the farmer moves from A → E: 



➡️ Barley production increases​
 ⬇️ Wheat production decreases 

Therefore, producing more barley requires sacrificing some wheat. 

This represents a trade-off and an opportunity cost. 

⭐ Important Points 

●​ PPC shows possible combinations of production. 
●​ It assumes available resources are used efficiently. 
●​ It illustrates trade-offs. 
●​ It helps in planning and decision-making. 
●​ The textbook's PPC is downward sloping. 

 

💼 5. What Does Economics Deal With? 
The word Economics comes from the Greek word oikonomia. 

It is made up of: 

●​ oikos → household 
●​ nemein → management 

Thus, economics originally referred to household management. 

📌 Economics deals with: 

How choices are made by optimising the use of limited resources to satisfy needs 
and wants. 

Economics studies how different economic entities interact. 

👥 Economic Entities 

Examples include: 

●​ 👨‍👩‍👧 Consumers 
●​ 🏭 Producers 
●​ 🏛️ Government 
●​ 🏢 Enterprises 
●​ 💳 Financial institutions 



Economics also examines: 

●​ 💰 How people earn wages 
●​ 📦 How wealth and resources are distributed 
●​ 💵 How prices are determined 
●​ 🎓 How education affects investment 
●​ 💻 How technology drives investment 
●​ 🏛️ How government policies affect markets and employment 
●​ 🌍 How trade influences the economy 

 

📊 6. Importance of Data and Analysis 
Good economic decisions should be based on data and analysis, rather than guesswork. 

Examples: 

👨‍👩‍👧 Families decide how to divide money among: 

●​ Essential items 
●​ Non-essential items 
●​ Savings 

🏛️ Governments use tax revenue to plan: 

●​ Infrastructure 
●​ Welfare programmes 

🏢 Enterprises study: 

●​ Market trends 
●​ Consumer demand 
●​ New innovations 

Economists study alternatives, opportunity costs and possible outcomes to help in 
decision-making. 

 

📚 7. Important Economic Terms 



🌍 Economy 

The state of a country or region in terms of the production and consumption of goods and 
services and the flow of money. 

📊 Data 

Facts and statistics collected for reference or analysis. 

📝 Surveys 

A systematic method of collecting and analysing data about economic conditions and behaviour 
of populations. 

👥 Economic Entities 

Participants in economic activities, such as consumers, producers, government and enterprises. 

📜 Policy 

A course or principle of action adopted or proposed by organisations or individuals. 

 

🇮🇳 8. Economic Survey of India 
The Economic Survey of India is an important annual document. 

It is: 

●​ 🏛️ Prepared by the Ministry of Finance 
●​ 🏛️ Presented in Parliament before the Union Budget 
●​ 📊 Reviews India's economic performance during the previous year 
●​ 🌾 Examines agriculture 
●​ 🏭 Examines industry 
●​ 🏢 Examines services 
●​ 👷 Studies employment 
●​ 📈 Discusses inflation 
●​ 🎓 Covers education 
●​ 🏥 Covers health 
●​ 🛣️ Covers infrastructure 
●​ 🔮 Discusses future challenges and opportunities 



It helps policymakers understand the economy and assists in making policy decisions. 

 

👨‍💼 9. Scope of Work of Economists 
Economists can work in several areas: 

🏛️ Policy-making 

Guiding governments on: 

●​ Taxation 
●​ Welfare spending 

🏢 Business Consulting 

Helping firms: 

●​ Plan growth 
●​ Improve efficiency 

📚 Research and Education 

●​ Studying economic trends 
●​ Teaching others 

💰 Finance 

●​ Advising investors about investments 

These four areas are shown together in Figure 8.4 of the textbook. 

 

❓ 10. Key Questions in Economics 
The mismatch between: 

🔴 Unlimited Wants 

and 



🔵 Limited Resources 

creates Scarcity, which leads to Choices. 

Economics therefore addresses three major questions: 

1️⃣ What to Produce? 

2️⃣ How to Produce? 

3️⃣ For Whom to Produce? 
 

🏭 11. What to Produce? 
This question asks: 

Which goods and services should be produced, and in what quantities? 

🌾 Example 

Farmers may have to choose between: 

🌾 Water-intensive crops: 

●​ Sugarcane 
●​ Paddy 

OR 

🌱 Drought-resistant crops: 

●​ Millets 
●​ Pulses 

Sugarcane may provide higher profits and support sugar industries. 

Millets and pulses: 

●​ 💧 Save water 
●​ 🌱 Improve soil health 
●​ ♻️ Promote sustainable agriculture 

Choosing one option involves giving up benefits associated with another option. 



Therefore, the decision involves trade-offs and opportunity costs. 

 

👨‍👩‍👧 12. For Whom to Produce? 
This question asks: 

Who will benefit from the goods and services produced? 

People have different: 

●​ Needs 
●​ 💰 Income levels 
●​ ❤️ Tastes 
●​ 🏠 Lifestyles 
●​ 🛒 Purchasing power 

Therefore, producers decide which groups of consumers they want to serve. 

👟 Example: Different Types of Shoes 

Type of Shoe Main Consumers Features 

👞 School shoes Students Simple, durable, affordable 

👔 Office shoes Working professionals Comfortable, formal, good quality 

🏃 Sports shoes Athletes & fitness 
enthusiasts 

Grip, flexibility, support 

🥿 Casual 
shoes/slippers 

General users Comfortable and affordable 

Producers analyse: 

📊 Consumer preferences​
 💰 Purchasing power​
 📈 Demand 

before deciding what to produce. 

 



⚙️ 13. How to Produce? 
Once producers decide what to produce, they must decide how to produce it. 

This involves choosing: 

●​ 👷 Labour 
●​ 🏭 Capital 
●​ 🌍 Land 
●​ 💻 Technology 

Two major production methods: 

👷 Labour-intensive Production 

Uses: 

➡️ More workers​
 ➡️ Less machinery 

Examples: 

●​ 🌾 Agriculture 
●​ 🧵 Handicrafts 

🤖 Capital-intensive Production 

Uses: 

➡️ More machinery and technology​
 ➡️ Fewer workers 

Examples: 

●​ 🏭 Steel industry 
●​ 🚗 Automobile manufacturing 

 

🔧 14. Factors Affecting the Choice of 
Production Method 



An enterprise considers: 

1.​ 💰 Cost of capital 
2.​ 💻 Available technology 
3.​ 📦 Nature of the product 
4.​ 👷 Availability of labour 
5.​ 💵 Cost of labour 
6.​ 🏛️ Government laws and regulations 

👕 Example: Garment Industry 

If machines are expensive: 

➡️ More labour may be used. 

If machines become cheaper: 

➡️ The firm may shift towards automation. 

If labour is cheap and easily available: 

➡️ Labour-intensive production may be preferred. 

If labour is expensive or scarce: 

➡️ Machines may become more efficient. 

 

🏦 15. Economic Systems 
An economic system determines how resources are organised and who controls economic 
decision-making. 

It defines mechanisms for: 

🏭 Production​
 🛒 Consumption​
 📦 Distribution 

of goods, services and resources. 

There are three major types: 

1.​ 🏛️ Planned Economy 



2.​ 🛒 Market Economy 
3.​ 🤝 Mixed Economy 

 

🏛️ 16. Planned Economy 
In a planned economy, a central planning authority of the government makes major economic 
decisions. 

The government decides: 

●​ What to produce 
●​ How much to produce 
●​ How to produce 
●​ Who will receive the goods 
●​ At what prices 

The government generally owns many resources and sectors. 

Examples mentioned in the textbook: 

●​ Former Soviet Union 
●​ North Korea 
●​ Cuba 

⚠️ Limitation 

Limited private ownership and strict government regulation can: 

●​ Restrict competition 
●​ Reduce motivation to improve quality 
●​ Reduce innovation 

 

🛒 17. Market Economy 
In a market economy, economic decisions are mainly determined by: 

📈 Demand and Supply 

There is relatively little government intervention. 



Private individuals and companies largely own: 

●​ 🏭 Factories 
●​ 🏪 Shops 
●​ 🌍 Land 
●​ Other resources 

Competition among producers can encourage: 

✅ Better quality​
 ✅ Lower prices​
 ✅ Innovation 

Examples mentioned in the textbook include: 

●​ 🇺🇸 United States of America 
●​ 🇯🇵 Japan 
●​ 🇭🇰 Hong Kong 

However, governments still play an important role in these economies. 

🏛️ Role of Government 

The government acts somewhat like a referee in a football match: 

●​ Ensures safety 
●​ Maintains law and order 
●​ Provides public goods and infrastructure 
●​ Does not generally control prices or production 

 

🏞️ 18. Public Goods 
Public goods are goods and services available to all individuals without anyone being 
excluded. 

One person's use does not prevent others from using them. 

Examples: 

🌳 Parks​
 🛣️ Roads​
 👮 Police services​



 💡 Street lights​
 🎓 Basic education 

 

🤝 19. Mixed Economy 
A mixed economy combines features of both: 

🏛️ Planned economy​
 and​
 🛒 Market economy 

In a mixed economy: 

●​ 👤 Private individuals participate. 
●​ 🏢 Private enterprises participate. 
●​ 🏛️ Government participates. 
●​ 🏭 Public-sector companies may also play an important role. 
●​ 📜 Government regulates private players to some extent. 

Examples given in the textbook include: 

🇮🇳 India (post-1991)​
 🇨🇳 China (post-1978)​
 🇩🇪 Germany​
 🇸🇪 Sweden 

The textbook notes that almost all economies have some mixed-economy features. 

 

🇮🇳 20. India’s Economic System 
India's economic system has changed over time. 

🇮🇳 After Independence 

India followed a more state-led approach, similar to a planned economy. 

The government played a major role in: 

●​ Controlling industries 



●​ Allocating resources 
●​ Regulating production 
●​ Using licences and permits 

Important sectors such as: 

🏦 Banking​
 🚆 Transport​
 🏭 Heavy industries 

were strongly dominated by the public sector. 

📅 1991 Economic Reforms 

India faced serious economic difficulties by 1991. 

The government introduced major economic reforms that: 

●​ Reduced excessive regulations 
●​ Encouraged private enterprise 
●​ Opened the economy to global trade and investment 
●​ Increased competition 

India gradually moved towards a more market-oriented system, while retaining an important 
role for the government. 

 

🧠 21. Quick Comparison of Economic 
Systems 

Feature 🏛️ Planned 🛒 Market 🤝 Mixed 

Main 
decision-maker 

Government Market forces Government + Market 

Ownership Mainly government Mainly private Public + private 

Prices Government 
determined 

Mainly market 
determined 

Market influenced + 
regulated 

Competition Limited Strong Present 



Government role Very high Relatively limited Significant 

Example from 
textbook 

Former Soviet 
Union 

USA India (post-1991) 

 

⭐ 22. Chapter in One View 
🌍 Unlimited Wants 

⬇️ 

⚠️ Limited Resources 

⬇️ 

🔴 Scarcity 

⬇️ 

🤔 Choices 

⬇️ 

🔄 Opportunity Cost 

⬇️ 

❓ Three Economic Questions 

1. What to produce?​
 2. How to produce?​
 3. For whom to produce? 

⬇️ 

🏛️ Different Economic Systems 

Planned Economy → Government control 

Market Economy → Demand & supply / private decisions 

Mixed Economy → Government + private sector 



This is the central framework of Chapter 8. 

 

📝 Important Definitions for Exams 
🔹 Economics 

The discipline dealing with how choices are made by optimising limited resources to satisfy 
needs and wants. 

🔹 Resources 

Factors used for the production of goods and services. 

🔹 Opportunity Cost 

The value of what is given up when one alternative is chosen. 

🔹 Production Possibility Curve (PPC) 

A curve showing different combinations of goods that can be produced using all available 
resources. 

🔹 Economy 

A system/state involving production, consumption and the flow of money within a particular 
area. 

🔹 Planned Economy 

An economic system in which allocation of resources and prices are determined by the 
government. 

🔹 Market Economy 

An economic system in which allocation of resources and prices are determined primarily by 
market forces. 

🔹 Mixed Economy 

An economic system in which government and private sector coexist, with private players 
regulated by the government. 



🔹 Public Goods 

Goods and services available to all individuals without excluding anyone. 

 

🎯 Most Important Exam Points 
⭐ Unlimited wants + limited resources = Scarcity 

⭐ Scarcity forces people to make choices. 

⭐ Every choice involves an opportunity cost. 

⭐ PPC shows trade-offs between different production possibilities. 

⭐ The three central economic questions are:​
 What to produce? How to produce? For whom to produce? 

⭐ Labour-intensive production uses more workers and less machinery. 

⭐ Capital-intensive production uses more machinery and technology and fewer workers. 

⭐ Planned economy → government-controlled allocation. 

⭐ Market economy → demand and supply largely determine economic decisions. 

⭐ Mixed economy → combines market and planned features. 

⭐ India gradually became more market-oriented after the 1991 economic reforms, while 
retaining an important government role. 

 

📌 Textbook Activities & Questions 
The chapter also asks students to think about: 

●​ Why wants keep changing and why all wants cannot be satisfied. 
●​ How unlimited wants put pressure on the environment. 
●​ How scarce resources in their region could be managed better. 
●​ Which economic system provides greater freedom and innovation. 
●​ Why pure economic systems rarely exist. 
●​ How opportunity cost affects decisions. 



●​ Whether reliable data is necessary for economic decisions. 
●​ How present economic choices affect a country's future. 

🧩 Textbook MCQ 

A student has ₹100 and must choose between buying a notebook and saving the money for a 
tennis racket later. 

Correct answer: 👉 (b) Opportunity cost. 

 

🚀 Chapter 8 — 10-Second Revision 
Economics = Choices 

Choices arise because: 

♾️ Unlimited Wants + ⛔ Limited Resources = ⚠️ Scarcity 

Scarcity → Choice → Opportunity Cost 

And every economy must answer: 

🏭 What to produce?​
 ⚙️ How to produce?​
 👥 For whom to produce? 

Finally: 

🏛️ Planned = Government​
 🛒 Market = Demand & Supply​
 🤝 Mixed = Government + Market 
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