The Three Fundamental
Economic Questions

What to produce? How to produce?
For whom to produce?



Introduction

* Every economy faces the challenge of limited
resources and unlimited wants. To manage
resources effectively, three fundamental
guestions must be answered:

* - What to produce?
* - How to produce?
* - For whom to produce?



What to Produce?

* This question focuses on the types of goods

and services an economy should produce.
- Key considerations:

e Resource availability

e Demand

e Trade-offs (opportunity cost)
- Examples:

e Should farmland be used for food crops or
biofuel crops?



How to Produce?

This question focuses on the methods and
processes used to produce goods and services.

- Key considerations:
e Efficiency
e Technology
e Environmental impact
e Ethical concerns
- Examples:

e Should factories use renewable energy or
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For Whom to Produce?

* This question addresses the distribution of

goods and services among society.
- Key considerations:

e [ncome distribution

e Government policies

e Equity vs. efficiency
- Examples:

e Should affordable housing be prioritized for
low-income families?



Economic Systems and the Three

Questions
* Different economic systems answer these
guestions uniquely:
e - Market Economy (Capitalism):
e e Decisions based on supply and demand.

* - Command Economy
(Socialism/Communism):

e e Government controls production and
distribution.

* - Mixed Economy:

e o Comhinec elementec of market and



Conclusion

* The answers to these questions shape an
economy's structure, efficiency, and fairness.
Understanding these concepts helps us
evaluate economic policies and their impact
on society.



