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• Why study economics?

• Micro Versus Macro - Concepts of wealth, welfare,

scarcity and growth

• The scope and method of economics - Induction and

deduction

• Positive and normative economics - Value judgments

• Scarcity and choice - the basic problems of an economy-

• Production Possibility curve - basic competitive model -

economic systems.
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• Economics-Definitions

• Importance of economics

• Relation with other social sciences

• Basic Problems of an economy

• Micro versus Macro

Module I

Basics of   Economics 



• Economics is the study of  how goods and services 

are produced, distributed and consumed – as 

resources are always in short supply………..

• The British economist Lionel Robbins in 1935 

described the discipline as ‘the science of  scarcity’

Economics: Meaning & Definition



Economics is that branch of social science

which is connected with that part of human

behavior which relates to the production,

consumption, exchange and use of goods and

services.

What is Economics????



• Economizing the resources is an important 

aspect of  economics. 

• By economizing resources making the 

best use of  the resources available

Economics – Central Part



• Optimum utilization of  available / 

minimum resources
• Human wants are unlimited the

resources to satisfy those wants are

scarce and limited.



• The term economics is derived from the Greek word

‘oikonomics’, which means household management.

• Generally definitions of economics are grouped into four; namely:

• Wealth Definition – Adam Smith

• Welfare Definition - Alfred Marshall

• Scarcity Definition - Lionel Robbins

• Growth Definition - Paul A. Samuelson

ECONOMICS: KEY DEFINITIONS



Adam Smith - The classical economist

• The classical economist Adam Smith, in his well-known book

titled 'An Enquiry into the Nature and Causes of Wealth of

Nations' (popularly known as Wealth of Nations - 1776), has

defined economics as “the Science of Wealth.”

• Adam Smith is regarded as the Father of Political Economy.

• According to Smith, Economics was regarded as the science

which studies about production and consumption of wealth.



• Alfred Marshall defined economics in accordance with his

ideas of human welfare. Wealth, according to him, was not

the end but only a means to an end, the end being human

welfare.

• Alfred Marshall considers the study of man is more

important than the study of wealth.

Alfred Marshall – Welfare Definition

Marshall defines economics as a study of man in the ordinary business of life. It 
enquired how he gets his income and how he uses it. Thus, it is on the one side, 

the study of wealth and on the other and more important side, a part of the 
study of man.



• Lionel Robbins defined economics as “the science which

studies human behaviour as a relationship between ends and

scarce means which have alternative uses.”

• Three fundamental ideas are included in this definition;

namely: ends, scarce means and their alternative uses.

• Let us discuss the implications of Robbins’ definition of

economics:

•

Lionel Robbins - Scarcity Definition  



• Human wants (ends) are unlimited� If a particular want is

satisfied, some other wants will crop up in its place and there

would be no end to our wants� Multiplicity of wants makes it

very important for people to work continuously for its

satisfaction�
• The means to satisfy our wants are scarce� For example, time

is limited, money is limited, and resources are limited� In

short, means are scarce (limited) in relation to our wants�
• The scarce means can be used for alternative uses which

increase the scarcity� For example, a piece of land can be

used for growing rice or wheat� However, use of resources for

one use prevents its use for any other use�



• Paul A. Samuelson has defined economics as “Economics is the

study of how men and society end up choosing, with or

without the use of money, to employ scarce productive

resources that could have alternative uses to produce various

commodities, over time, and distribute them for

consumption, now or in the future, among various people or

groups in society.”

• His Major Work - Economics: An Introductory Analysis, first
published in 1948

• He was awarded the Nobel Prize in 1970.

Paul A. Samuelson – Growth Definition  (The Modern Definition)



Digest the Key Points

• Adam Smith – Father of Economics

• His book – “An Enquiry into the Nature and Causes of Wealth of Nations”

– 1776

• J.M. Keynes – “General Theory of Employment, Interest and Money” –

1936

• Dadhabhai Naoroji – father of Indian Economics – “Poverty and Un

British Rule in India” - first published in 1901 and revised in 1911.





Jean Drèze (Belgian-born Indian development economist and activist)









Shaktikanta Das



M. S. Swaminathan (Indian Father of  Green Revolution)





Joseph Stiglitz



Paul Robin Krugman



Lionel Robbins
(November 22, 1898 - May 

15, 1984, London), was a 

British economist.

Robbins' most famous book 

was ‘An Essay on the Nature 

and Significance of 
Economic Science.’



Alfred Marshall (26 July 
1842 – 13 July 1924) was 

an English economist. 
His book  - Principles of 

Economics (1890).

Alfred 
Marshall



Paul Anthony Samuelson

(May 15, 1915 - December 13,

2009) was an American

economist.

The first American to win the

Nobel Memorial Prize in

Economic Sciences in 1970.

His book, ’Foundations of

Economic Analysis, (1946) is

considered Samuelson’s
magnum opus.

Paul A. Samuelson


