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[0 O The Economic Problem-Seareity and Choicel] [ Economics can be seen in terms of the study of human
behavior in the context of limited resources] the allocation of those scarce resourcesl] and the distribution of
those scarce resources among competing groups. As individuals or finns our income is finite[1 our wants
potentially infinite. Except for a few ascetic peoplel] our wants——not the same as our needs——nearly always
exceed our available resources. This applies not only to individuals but also for business and governments. It is true
for rich and poor aliked although the starkness of choice for the very poor——-between surricient food and
adequate clothing- is more striking. An already wealthy businessman will not necessarily jump at the chance of
making more money[]l because for him time is a searce resource. For the government] the budget is its annual
exercise in reconciling scarcity and choice for the nation as a whole.[1 [ As discussed earlier] the basic economic
problem confronting all societies is how to allocate scarce resources between alternative uses] because there are
insufficient rescurces to produce all that are desired. As a resultl] society is forced to make choices. These choices
included O [0 O 10 What output will be produced.9 It is obvious that if society cannot have all the output it
desires] it must choose which goods and services to produce from the available resources.[] [ [J 2[0 How will
the goods be produced? There are various ways of producing any given output. In many of the worlds poorer
countries production is largely labor-intensive[] while production of the same goods in the richer countries is
often capital-intensive.[] 0 0 300 For whom will the output be produced? Clearly(] if an output is produced
there must be some means of allocating it to consumers and of deciding who receives what.
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