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CHAPTER-1: DEFINITION OF ECONOMICS 
General Definition of Economics: Economics is regarded as the queen of Social Science. It had gained 

importance in the recent years because it explains some of the especially important issues faced by individuals 

as well as by the society at large. It is essential to know what economics all is about or what the subject matter 

of economics.  As a student’s its quite common to ask basic question like “What do we study in economics?” Or 

“What is the subject matter of economics?”  Economics as a social science is concerned with the economics 

questions. It seeks to explain systematically a large variety of questions pertaining to economic behaviour of 

the individuals, the society, and the economy. 

 

As an individual we face numerable economic questions in our daily life. For example: “How do we as consumers 

decide the amount of our income we spend on the purchase of various goods or services?” or “How do 

producers decide which commodity to produce, how much to produce  and at what price to sell it?”. There may 

be some big concern like “Why is India facing problem of unemployment?”  Or “Why China is able to achieve 

higher economic growth rate than India?”. These are to name few questions which we study in economics. 

  

The English word economics is derived from the ancient Greek word “oikonomia”—meaning the management 

of a family or a household. It is thus clear that the subject economics was first studied in ancient Greece. 

What was the study of household management to Greek philosophers like Aristotle (384-322 BC) was the “study 

of wealth” to the mercantilists in Europe between the sixteenth and eighteenth centuries. 

 

Economics, as a study of wealth, received great support from the Father of economics, Adam Smith, in the late 

eighteenth century. Since then, the subject has travelled a long and this Greek or Smithian definition serves our 

purpose no longer. Over the passage of time, the focus of attention has been changed. As a result, different 

definitions have evolved. 

 

Economics is a social science. It studies economic activities of man, living in an organized society. It is a dynamic science. Therefore, 

there is no universally acceptable definition of economics. Some modern economists have said that it is not easy to define 

economics. According to Barbara Wotton: “Whenever Six economists are gathered there are seven opinions.” Similarly, according 

to Jacob Viner, “Economics is what economists do.” However, for systematic study of any science we need its definition.  

 

The definition of economics can be classified into four groups i.e. 

 Wealth definition of economics  

 Welfare definition of economics  

 Scarcity definition of economics  

 Growth Oriented definition of economics 
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Wealth definition of economics: This is the oldest definition of economics. This definition is related with classical school 

of economics. Adam Smith is regarded as a leader of classical economists. He is regarded as a leader of classical economists. He is 

well known as the father of economic science because he made economics as an independent science. In 1776 AD, Adam Smith 

wrote a famous book “Wealth of Nations”. In that book he defined economics as “Economics is an enquiry into the nature and 

causes of wealth of Nations.” In other words, according to Adam Smith, economics is a science of wealth. 

 

Features of Adam Smith’s wealth-oriented definition are as follows: 

 Study of Wealth: Economics deals with the study of wealth only. Therefore, it is concerned with the 

activities of man related to production, consumption, exchange, and distribution of wealth. 

 Only Material Commodities: This definition conveys the feeling that economics constitutes only material 

commodities while it ignores non-material goods as air, water, and sunshine. 

 Stress on Wealth: Since the main aim of the political economy is to increase the riches of the economy, 

it gives more stress on wealth, not anything else. 

 Causes of Wealth: Economics is considered as study of causes of wealth accumulation which brings 

economic development. In order to increase wealth, production of material goods will have to be 

increased. 

 Economic Man: This definition is basically based on the man who is always aware of his ‘self-interest’ 

that leads him to material gains. 

 

Criticisms of wealth definition: The wealth definition of economics has been criticized on the following grounds: 

 Narrow definition: This definition has narrowed the scope of economics. According to this definition, economics studies 

only those human beings who are engaged in production and consumption of wealth. Those who are not engaged in such 

activities such as retired man cannot fall within the scope of economics. But it is quite wrong. 

 Emphasis on wealth: This definition has given more emphasis on wealth and it ignores the importance of man. But in 

reality, wealth is only a means to satisfy human wants. Wealth is produced for man but not man for wealth. Therefore, 

man is a primary and wealth is only for secondary importance. 

 Incomplete and inadequate: This definition is incomplete and inadequate. It lacks analytical approach. It does not 

explain the nature of economic problems. According to Adam Smith the ultimate objective of man is to earn wealth. But 

according to critics, the ultimate objective of man is to get satisfaction rather than to earn wealth. 

 Ignores scarcity and choice: The central focus of economics should be on scarcity and choice. Since 

scarcity is the fundamental economic problem of any society, choice is unavoidable. Adam Smith ignored 

this simple but essential aspect of any economic system. 

 

 


