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Scope of Economics
Traditional Approach:
 Economics Is a social science.

* It studies man’s behaviour as a rational social being.

e |t considered as a science of wealth In relation to human welfare.

» Earning and spending of income was considered to be end of all economic
activities.

* Wealth was considered as a means to an end — the end being human welfare.
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Scope of Economics

I\/Iodern Approach
An Individual, either as a consumer or as a producer, can optimize
his goal Is an economic decision.

* The scope of Economics lies in analyzing economic problems and
suggesting policy measures.

» Social problems can thus be explained by abstract theoretical tools
or by empirical methods.

 In classical discussion, Economics Is a positive science.
* It seeks to explain what the problem Is and how it tends to be solved.

* In modern time It is both a positive and a normative science.
* Economists of today deal economic issues not merely as they are but
also as they should be.

y

* Welfare economics and growth economics are more normative than positive.
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Micro economics

LLSTFITUTIONS

* Micro economics studies the economic behaviour of individual
economic units.

* The study of economic behaviour of the households, firms and
Industries form the subject-matter of micro economics.

* It examines whether resources are efficiently allocated and spells
out the conditions for the optimal allocation of resources so as to
maximize the output and social welfare.

* For example, micro economics Is concerned with how the
Individual consumer distributes his Income among various
products and services so as to maximize utility.

* Thus, micro-economics Is concerned with the theories of
product pricing, factor pricing and economic welfare.
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Macro economics

LLSTFITUTIONS

¢ Macro economics deals with the functioning economy as a whole.

* The study of economic behaviour of the households, firms and industries
form the subject-matter of micro economics.

* |t examines whether resources are efficiently allocated and spells out the
conditions for the optimal allocation of resources so as to maximize the output
and social welfare.

* For example, micro economics Is concerned with how the individual
consumer distributes his income among various products and services So as
to maximize utility.
y

* Thus, micro-economics is concerned with the theories of product pricing,
factor pricing and economic welfare.
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