MODERN APPROACH
Macroeconomics
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The term “microeconomics’
meaning small. In other words micro means a millionth part. It j
as price theory. It focuses on price determination. Microecono > theryig kng,
deals with economic behaviour of individual economic units mics fundamen@"
resource Owners and business firms. It is concerned with the Sf‘llch as consumta"
services from business firms to consumers and also the flow of l?e:, of goods ;

Ourceg or the-j

As against the tr

services from resource owners to business firms. Microeconomics
. covers theg,

eory ..

and the,,

& . Ay

o?r;igrzger peha\lr;our, ;;mory of value (product pricing and factor pricing)

mic welfare. Microeconomics is SO "8
mewhat abstract b :

ecause it ca :

nNot ingjy,

U

all Ttille iconomic activities of real world.

e term macroeconomics has been derived from the Gr "
gmgsltaeﬁzsl\:a&?efonon}:ms otherwisg is called income thzzl;y‘.vﬁrgea]t\gfhKROS
& conpied. Mde ole, rat er t}}an treating the individual economic units of iﬁc
goods and the \.falue ;‘;i;onomms is concerned with the value of the overall ﬂow:'
e bbb e foverall flow of resources. Thus, it covers, theory of incor
facro theory of ,d tr';y O moneY: and PHCES; banking, theory of economic growt

ry istribution, general equilibrium analysis, policy formulation a
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and concepts. The concepts on ; o aomics followed several approaches

: which various definiti PR i
Wealth 2) Welfare 3) Scarcity IV ey 10ns of economics given are 1)

‘Wealth’ Definition of Economics

Adam Smith (1776) who is regarded as “Father of Economics”
“Wealth of Nations” defined €conomics as “An enquiry into the , 5
wealth of nations”. J.S. Mill, another classical economist® defin ics as “
practical science of production and distribution of wealth”.

Here, the term, economics is defined as the field of science conce
Wealth in this context refers to abundant supply of money or aff]
nitions invited the criticism of Carlyl as he called economics as a

rned with wealth.
uence. These defi-
‘dismal science’.

‘Welfare’ Definition of Economics

Alfred Marshall came out with a new concept in the definition of economics towards
the end of 19 century. He defined economics as “A study of mankind in the ordinary
business of life: it examines that part of individual and social action which is most closely
connected with the attainment and with the use of the material requisites of well-being”.
This definition of economics has received the acceptance of a number of econo-
mists, as it considered that wealth was not the end itself but a means of achieving
welfare, i.e., it is a source of attaining human welfare. However, the idea of Marshall
was condemned by Lionel Robbins on the points that economics was tfeated as a
social science rather than a human science; and the term “human science” is more apt
on the ground that any individual either as a member of a society‘o.r in isolation dges
have economic problems. Secondly, emphasis on material requisites of u'rell-be.m‘g
was ¢ , as demarcation was created between material and non-ma.ter}al activi-
tles ‘when both are equally important. Thirdly, his a'pproac}} of economics is lqmted
o 'study of mankind in the ordinary business of life, lgavmg the hu.man hfg in the
e dj'n‘ary business of life such as famines, wars, efc., is another point of criticism.

ty’ Definition of Economics

' ’ initi ing definition
1 Rohhi ing the Marshall’s definition putforth the following :
'Tv'bllziot];?gcsa:gf;iﬁept. “Economics is the science which studies human behaviour as

’ : i i iod 1750-1850, often known as the
T . i o wrote on economics during the pc?rl 27 : A
: sqhoomli.s,ﬁe econﬁw:;smwtillated a systematic body of economic prmcn;?les for the fl;-st hh:ngﬁ
- emnobersts fatxll\d ;hgol were Adam Smith, Malthus, Ricardo, Nassau Senior, James Mill, Jo
me of the
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needeu 1uL duiciiuie uvedugduull, as neither dedUCtion nor lndUCtlon alone 1s suffice
to formulate and test theories, hypotheses and economic laws.

ECONOMIC LAWS

i.e., applicable when certain conditions are fulfilled. What economists do is that they
consider the basic factors into account while developing a theory, keeping other
factors influencing the theory as constant. This implies that for developing a theory
in economics some kind of abstraction 1s necessary. There is an Important role for
assumptions. : |

“Economic laws are statements of uniformities, which govern human behaviour concerning
the utilization of limited resources for the achievement of unlimited ends (Robbins)”.



Characteristics of Economic Laws

¢

Economic Laws are not the Governmental Laws: The laws of Government are v
stringent and any violation of these laws amounts to punishment. Economi. lavevry
on the other hand, are applicable, only if certain conditions are satisfied. 5
Economic Laws are Merely the Statements of Tendencies: These are based on th
tendencies of humans who behave in a particular way to a given phenomenone
This is the expected behaviour. This expected behaviour, however may not
found, for certain reasons. This leads to unpredictable character of economic lawg
Certainty is one thing, which is not guaranteed with regard to economic lawg
Economic Laws are Hypothetical: These hold good under the assumption of a Numbe;
of things. Economic laws are characterized by the phrase ceteris paribus (other factor
are held constant).

Economic Laws are Positive but not Normative: They only describe the economjc
phenomenon but do not prescribe how it should be.

Some Economic Laws are Axiomatic in Character: It means that they are self-evident
as that of law of diminishing marginal utility and generalizations drawn are
universally valid.

Economic Laws Lack Exactness of the Laws of Science: This prompted Marshall to

compare the economic laws to the laws of tides rather than the simple laws of
gravitation.



