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Economics

Definition:Economicsisthatbranchofsocialsciencewhichisconcernedwiththestudyofhow

individuals,households,firms,industriesandgovernmenttakedecisionrelatingtotheallocation

oflimitedresourcestoproductiveuses,soastoderivemaximum gainorsatisfaction.

Simplyput,itisallaboutthechoiceswemakeconcerningtheuseofscarceresourcesthathave

alternativeuses,withtheaim ofsatisfyingourmostpressinginfinitewantsanddistributeit

amongourselves.

NatureofEconomics

Economicsisascience:Scienceisanorganisedbranchofknowledge,thatanalysescauseand

effectrelationshipbetweeneconomicagents.Further,economicshelpsinintegratingvarious

sciencessuchasmathematics,statistics,etc.toidentifytherelationshipbetweenprice,

demand,supplyandothereconomicfactors.

PositiveEconomics:Apositivescienceisonethatstudiestherelationshipbetweentwo

variablesbutdoesnotgiveanyvaluejudgment,i.e.itstates‘whatis’.Itdealswithfactsabout

theentireeconomy.

NormativeEconomics:Asanormativescience,economicspassesvaluejudgement,i.e.‘what

oughttobe’.Itisconcernedwitheconomicgoalsandpoliciestoattainthesegoals.

Economicsisanart:Artisadisciplinethatexpressesthewaythingsaretobedone,soasto

achievethedesiredend.Economicshasvariousbrancheslikeproduction,

distribution,consumptionandeconomics,thatprovidegeneralrulesandlawsthatarecapable

ofsolvingdifferentproblemsofsociety.

Therefore,economicsisconsideredasscienceaswellasart,i.e.scienceintermsofits

methodologyandartsasinapplication.Hence,economicsisconcernedwithboththeoretical

andpracticalaspectsoftheeconomicproblemswhichweencounterinourdaytodaylife.

ScopeofEconomics

Microeconomics:Thepartofeconomicswhosesubjectmatterofstudyisindividualunits,i.e.a

consumer,ahousehold,afirm,anindustry,etc.Itanalysesthewayinwhichthedecisionsare



takenbytheeconomicagents,concerningtheallocationoftheresourcesthatarelimitedin

nature.

Itstudiesconsumerbehaviour,productpricing,firm’sbehaviour.Factorpricing,etc.

MacroEconomics:Itisthatbranchofeconomicswhichstudiestheentireeconomy,insteadof

individualunits,i.e.levelofoutput,totalinvestment,totalsavings,totalconsumption,etc.

Basically,itisthestudyofaggregatesandaverages.Itanalysestheeconomicenvironmentasa

whole,whereinthefirms,consumers,households,andgovernmentsmakedecisions.

Itcoversareaslikenationalincome,generalpricelevel,thebalanceoftradeandbalanceof

payment,levelofemployment,levelofsavingsandinvestment.

Thefundamentaldifferencebetweenmicroandmacroeconomicsliesinthescaleofstudy.

Further,inmicroeconomics,moreimportanceisgiventothedeterminationofprice,whereas

macroeconomicsisconcernedwiththedeterminationofincomeoftheeconomyasawhole.

Nevertheless,microeconomicsandmacroeconomicsarecomplementarytooneanother,as

theybothaimedatmaximisingthewelfareoftheeconomyasawhole.

From thestandpointofmicroeconomics,theobjectivecanbeachievedthroughthebest

possibleallocationofscarceresources.Conversely,ifwetalkaboutmacroeconomics,thisgoal

canbeattainedthroughtheeffectiveuseoftheresourcesoftheeconomy.
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