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PREFACE 

Economics is one of the core subjects in the 11th and 12th standard curriculum in 

both Arts and Commerce faculties. Since Std. XI, students start learning 

economics as a science. It’s quite wonderful and exciting journey to understand 

each and every concept in economics one by one. Maharashtra State Bureau of 

Production and Curriculum Research has designed a nice comprehensive textbook 

for Std. XI. The textbook is very helpful for students to understand the subject. 

However, writing answers in the examination in a precise manner is another skill 

which students need to adopt and develop. These notes have been given in 

question-answer format so that student will get the best study material for exam 

preparation along with subject understanding. All possible questions (having long 

answers) are given with their answers in the most precise and attractive manner. 

I hope this will serve as an ideal guide for students. 

Wishing you all the best!    
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CHAPTER 1      BASIC CONCEPTS IN ECONOMICS 

 

Q.1) Distinguish between Natural Sciences and Social 

Sciences. 

Ans –  

       Science is a systematic body of knowledge. Sciences are broadly 

classified into two categories – Natural Sciences and Social Sciences. 

The difference between the two can be understood from the following 

points: 

1. Natural sciences such as physics, chemistry, biology, 

mathematics, Geography are the sciences which have 

universally acceptable laws. Social sciences like 

economics, psychology, political science, sociology are 

related to human behavior and their laws are highly 

influenced by the same.  

2. Natural sciences are also called as ‘exact sciences’ because 

of their empirical approach to study. Social sciences are also 

called as ‘abstract’ or ‘behavioural sciences’ because of 

their relativity to human behavior.  

3. Laws of natural sciences can be tested and verified in the 

laboratory under controlled conditions whereas laws of 

social sciences can neither be empirically tested nor can be 

studied in the laboratory.  

4. Laws of natural sciences cannot be challenged by personal 

opinions or approaches. Laws of social sciences can be 

questioned or opposed by personal opinions and 

approaches. Eg. H2O is the chemical formula for water and 

nobody can deny this. However, ‘automation increases 

unemployment’ is a theory in economics which can be 
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questioned, opposed and denied with different logic and 

approaches.  

5. Laws of natural sciences are less prone to exceptions 

whereas the laws of social sciences are highly prone to 

exceptions. 

 

 

Q.2) Why Economics is a Social Science? / Say true or false with 

reasons – “Economics is a Social Science.” / Do you agree with the 

following statement? Why? – “Economics is a social science.” / 

Economics is a social science – Justify.  

6. Ans –  

  Science is a systematic body of knowledge. Natural sciences 

like physics, chemistry, mathematics are have universally 

acceptable laws which have empirical evidences and can be 

verified in laboratory. Social sciences the sciences of human 

behavior. Laws of social sciences are not universal but they are 

only statements of general human tendency.  

7.         Economics is a science related to human behavior. 

Lionel Robbins defines Economics as “a science which 

studies human behavior as a relationship between ends and 

scarce means which have alternative uses.” Thus, 

Economics deals with the economic aspect of human 

behavior and tries to solve the problem of fulfilling 

unlimited wants with limited resources. 

8.         Unlike natural sciences, the laws of economics have 

emerged from human tendencies towards solving the 

economic problems. They are highly governed by human 

behavior. The laws can change with the change in human 

behavior and are highly prone to exceptions. Due to its 

http://www.proficientacademy.com/


4 | P a g e  

 

 

LEARN HERE, LEAD ANYWHERE! 

Visit us: www.proficientacademy.com; Mobile: 9405959454; E-mail: findus@proficientacademy.com 

emergence from human behavior, Economist Paul 

Samuelson refers economics as ‘Queen of Social Sciences.’ 
 

Q.3) Write a note on Kautilya’s views on Economics 

Ans –  

         Eminent Indian economic and political thinker Arya Chanakya or 

Kautilya wrote the world famous ancient book ‘Arthashastra’ in the 3rd 

BCE. He was a great statesman and royal adviser during Maurya 

period. Kautilya’s views on economics can be summarized as follows. 

1. Kautilya defines Arthashastra (economics) in Sanskrit language 

as "पथृिव्यालाभपालानोपायः शास्त्रमिथशास्त्रममति"  as the science of 

acquiring and             managing wealth.  

1. 2. Kautilya advocated the crucial role of the state or 

government in running the economy. Hence, in its broadest 

sense, Arthashastra is a treatise on Political Economy rather than 

mere Economics. Kautilya has laid down the duties and 

obligations of a king.   

2. 3. Kautilya stated says, “अिथमूलौ हि धमथकामौ” means, wealth 

is the primary need of a person and wealth creation should be 

the primary aim of the State in order to ensure welfare of the 

people.  

3. 4. Kautilya urged for efficient administrative machinery for 

good governance so that the resources could be allocated 

equitably among the people.  

4. 5. Compilation of political ideas into economics is another 

feature of Kautilya’s Arthashastra. He stated that government is 

the most responsible factor for economic well-being of any 

state. 

5. 6. Kautilya assigns emphasis to agriculture and textile 

industries for the wealth creation in rural area. He has also laid 

down guidelines on what to produce in which area and in which 

season.  
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6. 7. In Arthashastra, Kautilya also takes efforts to formulate 

wage policies with the best understanding of social and 

economic factors.  

Q.4) What is Economics? Explain with definitions. / Explain the 

meaning and nature of Economics with popular definitions.  

 Ans – 

          Economics is a social science which deals with the economic 

behaviour of human being in relation to the fulfilment of unlimited 

wants with limited resources. The word ‘Economics’ is originated from 

the Greek word ‘Oikonomia’ which means management of the 

household. Following definitions by some eminent economists help us 

understand the meaning and nature of economics in a precise way.  

 

 

7. A. Definition by Adam Smith: 

Classical Economist Adam Smith, in his famous book “An Inquiry into 

the Nature and Causes of Wealth of Nations” published in 1776, 

defines Economics as “a science of wealth”. Adam Smith gives wealth-

oriented approach to look at economics as a science. He advocated the 

‘Laissez fair’ policy which means that the economy should be 

completely a free-market economy where there will be no interference 

of government. Smith defines wealth creation as the primary aim of any 

economy and puts forward theories such as division of labour for the 

achievement of maximum economic growth.  

Adam Smith is regarded as the “Father of Economics”. 

 

• B. Definition by Alfred Marshal: 

Neo-classical economics Alfred Marshal, in his book “Principles of 

Economics” published in 1890, defines Economics as follows: 

“Economics is a study of mankind in the ordinary business of life. 

It examines that part of individual and social action, which is 

closely connected with the attainment and use of material requisites 

of well-being". 
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Marshal has given the welfare-oriented definition of economics. His 

definition clears that Economics is not simply a study of wealth but 

it’s a study of the behaviour of an ordinary man towards the 

achievement the material well-being.  

 

8. A. Definition by Lionel Robbins: 

Leonel Robbins, in his book entitled "An Essay on the Nature and 

Significance of Economic Science" published in 1932 defines 

Economics as follows: 

"Economics is a science which studies human behaviour as a 

relationship between ends and scarce means which have alternative 

uses". 

Robbins gives scarcity-oriented definition of Economics which is the 

most popular definition ever. The key points of Robbins definition are: 

• • Wants or ends are unlimited 

• • Means are comparatively limited 

• • Wants are gradable on the basis of priority 

• • Means have alternative uses 

 

 

Q.5) Distinguish between Micro Economics and Macro Economics 

/ What is the distinction between Micro Economics and Macro 

Economics? 

Ans –  

          The terms Micro Economics and Macro Economics are coined 

by German economist Sir Ragnar Frisch in 1933. The distinction 

between the two is as follows: 

Basis Micro Economics Macro Economics 

Meaning Micro Economics is 

a branch of 

economics which 

deals with the 

Macro-Economics is 

the study of 
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behaviour of the 

individual variables 

such as a household, 

worker, firm, 

industry etc. 

aggregates covering 

the entire economy 

such 

as total employment, 

national income, 

national 

output, total 

investment, total 

savings, total 

consumption, 

aggregate supply, 

aggregate 

demand, general 

price level etc. 

Derivation The prefix ‘Micro’ is 

derived from the 

Greek word 'Mikros’ 

which means 

‘small’. 

The prefix ‘Macro’ 

is derived from the 

Greek word 

‘Makros’ which 

means ‘large’. 

Definition Kenneth Boulding 

defines Micro 

Economics as “the 

study of particular 

firms, particular 

households, 

individual prices, 

wages, incomes, 

individual 

industries, particular 

commodities". 

According to 

Kenneth Boulding, 

"Macro Economics 

deals not with 

individual quantities 

as such, but with the 

aggregates of these 

quantities, not with 

the 

individual incomes 

but with the national 

income, 

not with individual 

prices but with the 

general 

price level, not with 

individual output but 

with 
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the national output". 

Concerned with Micro Economics is 

concerned with the 

determination of 

prices of 

commodities and 

factors of production 

in the market. 

Macro Economics is 

concerned with the 

determination of 

national income, 

employment and 

general price level. 

Importance Micro Economics is 

important for 

business strategies, 

profit maximization 

and resource 

allocation. 

Macro Economics is 

important for 

solving national 

level problems such 

as unemployment, 

inflation, etc. 

Eye-view Micro Economic 

analysis is the 

worm’s eye-view of 

looking at the 

economy. 

Macro Economic 

Analysis is the bird’s 

eye-view of looking 

at the economy. 
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