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Chapter 1
ECONOMICS

» Economics

Economics is defined as the best use of resources to achieve the

maximum satisfaction of human needs and wants.

Economics is asocial science that focuses on the production,
distribution, and consumption of goods and services, and analyses the
choices that individuals, businesses, governments, and nations make to
allocate resources. Economics focuses on efficiency in production and

exchange.

Economics is a social science concerned with the production,
distribution, and consumption of goods and services. It's comprised of

broader macroeconomics and consumer-centric microeconomics.

Thus, microeconomics and macroeconomics are the two branches of
economics; where the study of microeconomics focuses on the choices
of individuals and businesses, and macroeconomics concentrates on

the behaviour of the economy as a whole, on an aggregate level.
» Microeconomics

Microeconomics studies the decisions of individuals and firms to

allocate resources of production, exchange, and consumption.

Microeconomics deals with prices and production in single markets and

the interaction between different markets.
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Microeconomics is the social science that studies the implications of
incentives and decisions, specifically how those affect the utilization
and distribution of resources.

Microeconomic groups create the demand and supply for resources.




> Demand

The law of demand holds that demand for a product changes inversely
to its price, all else being equal. The higher the price, the lower the

level of demand.

As the price of a commodity increases, its quantity demanded

decreases (vice versa).
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> Supply

The law of supply relates price changes for a product with the quantity

supplied. The higher the price, the higher the quantity supplied.

As the price of a commodity increases, its quantity demanded

increases (vice versa).




A Supply Curve
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» Macroeconomics

Macroeconomics is a branch of economics that studies how the overall
economy behaves. The overall economy is the markets, businesses,

consumers, and governments).

Macroeconomics examines economy-wide phenomena such as
inflation, price levels, rate of economic growth, national income, gross

domestic product (GDP), and changes in unemployment.

Macroeconomics is the branch of economics that deals with the
structure, performance, behavior, and decision-making of the whole, or

aggregate, economy.

The two main areas of macroeconomic research are long-term

economic growth and shorter-term business cycles.







