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’ Central problens of an economy 
OR problerns of allocation of 
resourRS. 

What to froduce P 
2- How to froduce ? 

3 For whom to Produce 

’What to Produce ? 
It re<e to the problem e4 making 
ot the good to b� produced in an economy 

Yheue 

chefce 

n an eLonomy. 

|For example. 

milliens ot goods to be produced 

() Copital gools like machineny , tracbr etc. 
, (2) Consumer goods like toothpaste , sugar etc. 
bomb etc. 

3) Wat time qoods like gun 



Once the seledien about the abeut the goods to 

How to Produce ? 
It refers to the problem et cheice selated 
to productfen techncogy. 

heue 

ef 

Labour în ensive technelogy 
2 Capital intensiye techoelagy 

less 

Labour in tensive tahnotogy refena to the 
produtien technic Lohere more labour 

are tüoo types of prdu ction fehnology.: 

Capital in tensive technology refens to the 
produtiem technic where 

labour is used. 
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For Whom to Produce ? 

Mone capital and 

4 

Yhis problem is related wwith the chaice betieen 
Soia!' egualiy ad aDP 

If gods aue produce d for poor , soal egu alty 

3. I epensive goods are produced, nbP woil fnereae. 

be produced & made s made then next preblem 

arise of H ow much to be produted ? 

and less capitoal is used. 

ill fnrease. 
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’ Rroctuction Rossibility Cune 
I sa cuswe shouwing of produclton o 2 .qda rèsources and censtart 

btherNames 
Produdtien Possiblty Frontien 

SAssumpton 

DR 

Tranafuumten Cuue 
Froductton Possibility Boundaxy 

OR 

PPC. 
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dierent conmbinalfons 
ot of given 
technology. 

MRT = 

Fulley util2atien e resoUrces Production techoelogy rermains anstant 
MRT is rising, and no nesourte is egually. efient in the productim a both tte goods. Dnly too goods are procluced. 

Marginal Rate c Tronsformatfon (MA). 
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gooo - due to change in the 
good-2., 

producion of 
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change in Productfon of go0d--1 
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alure o Procuction Possibilty. 
frontier 
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as theye is 

Cases of shit in PPC 
tallacing 

The produclien pessibility cwue will shit 
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(a)change nHULoceA 
(b)\change in tchnolgy pmduction for both goadts. 

Kightuand shit o PPE shous incease în 
iscunces g inprVement in technblagy. example 

lobour becoming' meye skflled, fmprovement in 
technolegy ,fnreae in productfvity of dand. 



leltwand shilt o PPE shoe tte deuase 
reJances of deguadatien of tehnoegy 

the eLenomy 

* |Produdien eo an eenomy îs beloo its 
poBentfal due to unemploy ment. Gyoveunment 
stasts employmernt gernatten schenes. 
Sxplain îk efect using 

When the ecen emy is belas its petetial 
oue to unemployment the ecenomy cperates 
instde the PPc when the govenment ststs 

employnent gener atien scheme, it enables 
the' eLonormy to utlse it eisting esces 

he fle resource an optimun manner. 
tilised and the eemomy will now 

funclions, at it maximum cap aciy snd moves 
Juem loside the PPC to point on the PPC. 

yhus, eLenemy, moves uen insid the PPc 
to any pnt en PRC PPC. 

What happens to PPC esouces 
not ullyy and and yftenty emplayed 

aHe 

aHe net fully employed ox pot 
eMiently empleyeal otal prduitin wit 
take phce 'below PPC to PPC toSay at pointU. 
t mears that eenomy i not producng 

and seuicee t ft full'potental. 

PPC. 
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It the eCenemy & producing en PPc it fodiota 
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4 the psnt i siuatd abaue PPc, dates 
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Lmportant Points 
PPC slopes dauonwavda, as an encease in 

produten eme gs0d eqica aecuase in 
pmductien. the othek. 

'PPE � cencave shaped due to heasing Moc/MRT 
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