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Learning objectives:  

By the end of the lesson, students will be able to: 

• Understand what economics is and learn basic terms. 

• Learn about the importance, methods and scope of economics. 

• Learn how to identify macro/micro levels of economics. 

 
 

Source : Karl E. Case, Ray Fair, and Sharon E. Oster Principles of Economics (Pearson) 

 

  



❖ Economics is the study of how individuals and societies choose to use the scarce 

resources that nature and previous generations have provided.  

 

❖ The key word in this definition is choose.  

 

❖ Economics is a behavioral, or social science.  

 

❖ In large measure, it is the study of how people make choices.  

 

 

Why study Economics? 

 

 
 
There are three main reasons to study economics: to learn a way of thinking, to understand 

society, and to be an informed citizen. 

 

To Learn a Way of thinking 

 
Opportunity Cost What happens in an economy is the outcome of thousands of individual 

decisions. People must decide how to divide their incomes among all the goods and services 

available in the marketplace. They must decide whether to work, whether to go to school, and 

how much to save. 

 

The opportunity cost of going to a movie is the value of the other things you could have done with 

the same money and time. If you decide to take time off from work, the opportunity cost of your 

leisure is the pay that you would have earned had you worked. Part of the cost of a college 

education is the income you could have earned by working full-time instead of 

going to school. 

Opportunity costs arise because resources are scarce. Scarce simply means limited. Consider one 

of our most important resources—time. There are only 24 hours in a day, and we must live our 

lives under this constraint. 



 

To understand society 
 

Another reason for studying economics is to understand society better.  

Past and present economic decisions have an enormous influence on the character of life in a 

society. The current state of the physical environment, the level of material well-being, and the 

nature and number of jobs are all products of the economic system. 

At no time has the impact of economic change on a society been more evident than in England 

during the late eighteenth and early nineteenth centuries, a period that we now call the Industrial 

Revolution. Increases in the productivity of agriculture, new manufacturing technologies, and 

development of more efficient forms of transportation led to a massive movement of the British 

population from the countryside to the city. At the beginning of the eighteenth century, 

approximately 2 out of 3 people in Great Britain worked in agriculture. By 1812, only 1 in 3 

remained in agriculture; by 1900, the figure was fewer than 1 in 10. People jammed into 

overcrowded cities and worked long hours in factories. England had changed completely in two 

centuries—a period that in the run of history was nothing more than the blink of an eye. 

The discipline of economics began to take shape during this period. Social critics and philosophers 

looked around and knew that their philosophies must expand to accommodate the changes. Adam 

Smith’s Wealth of Nations appeared in 1776. 

 

 
 

To Be an Informed citizen 
 

A knowledge of economics is essential to being an informed citizen. Between 2008 and 2013 much 

of the world struggled with a major recession and slow recovery, leaving millions of people around 

the world out of work. Understanding what happens in a recession and what the government can 

and cannot do to help in a recovery is an essential part of being an informed citizen. 

 

 

 

 



The Scope of Economics 
 

Microeconomics deals with the functioning of individual industries and the behavior of individual 

economic decision-making units: firms and households. Firms’ choices about what to produce 

and how much to charge and households’ choices about what and how much to buy help to explain 

why the economy produces the goods and services it does. 

 

Macroeconomics looks at the economy as a whole. Instead of trying to understand what 

determines the output of a single firm or industry or what the consumption patterns are of a single 

household or group of households, macroeconomics examines the factors that determine national 

output, or national product. Microeconomics is concerned with household income; 

macroeconomics deals with national income. 

 

Microeconomics looks at the individual unit—the household, the firm, the industry. It sees 

and examines the “trees.” Macroeconomics looks at the whole, the aggregate. It sees and 

analyzes the “forest.” 

 

 

 

 
 

 

 
 
 


