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GENERAL OVERVIEW OF LECTURE: This is an essential introductory 

course that focuses on the microeconomic aspects of economic theory. Topics 

covered include the subject matter of economics and basic microeconomic 

problems, tools of economic analysis, scientific methods, basic concepts in 

economics, economic system, elementary principles of micro, the price theory, 

concepts and assumptions of the consumer behaviour, introduction to theory of 

cost, introduction to theory of firm, pricing and output under perfect 

competition and monopoly. 

 

LEARNING OUTCOMES: 

 

At the end of the course, the student should be able to: 

1. Compare and contrast the various definitions of economics  

2. Analyze Adam Smith, Alfred Marshal, Lionel Robbins and John Maynard 

Keynes definition of economics  

3. Define the subject matter and scope of economics  
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4. Identify the two branches of economics and various economics concepts 

5. Explain the economic system. 

6. Discuss the basic tools of economic analysis 

 

ASSIGNMENTS: Classroom test and a term paper on principles of 

microeconomics will also be given to facilitate learning of the more challenging 

areas of the course. This will make up the continuous assessment of 30% of the 

final grade of every student. 

 

GRADING: We will assign 10% of this class grade to homeworks, 10% for the 

term paper, 10% for the mid-term test and 70% for the final exam. The Final 

exam is comprehensive. The grading for this course is a combination of 

continuous assessment and final examinations. A final examination will be 

written at the end of the course and this will cover 70% 

 

REFERENCE TEXTS  

The recommended textbooks for this class are as stated: 

Baumol, W. J. & Blinder, A. S. (1979):  Economics: Principles and Policy 

Brace Jonavid Inc. New York 

Campbell, R. M. & Stanley, L. B. (2018): Microeconomics (21st Edition). 

McGraw-Hill Publishers 

Campbell, M. (2015): Microeconomics (20th Edition). McGraw-Hill Publishers 

Chiang, E. P. (2014): Core Microeconomics (3rd Edition). W. H. Freeman 

Publishers 

Colander, (2017): Microeconomics (10th Edition). Richard D. Irwin, Inc. 

Publishers 

Henderson, V. & Poole, W. (1991): Principles of Microeconomics. D.C. Heath 

and Company, Canada 

Hubbard, O. (2107): Microeconomics (6th Edition). Pearson Publishers 
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Karl, L. B. & Susan, L. D. (2019): Microeconomics Workbook (Orange) 19th 

Edition. Stipe Publishing L.L.C 

Krugman, P. (2015): Microeconomics (4th Edition). Worth Publishers, Inc. 

Mankiw, N. G. (2014): Mankiw's Principles of Economics (7th Edition). 

Robert, P. (2018): Microeconomics (9th Edition). Pearson Publishers 

Rodger, L.M. (2012): Economics Today Micro View Plus (16th Edition). 

Prentice Hall Inc. 

Introduction/Definitions of Economics 

There is difficulty of having a single and acceptable definition of economics as 

a result of the puzzling nature of economics. The following points highlight the 

top five definitions of Economics. The definitions are:  

General Definition of Economics  

Adam Smith’s Wealth Definition  

Marshall’s Welfare Definition  

Robbins’ Scarcity Definition. 

Maynard’s Growth  Definition  

The word economics is gotten from the Greek word “OIKONOMICAS” – 

broken down in two - “OIKOS” which means household and “NOMOS” which 

means management.  Therefore, it is the management of a family or a household 

Several Greek philosophers such as Aristotle (384-322 BC) saw economics as 

the study of household management 

In Europe in the 16th and 18th centuries, the mercantilist saw economics as the 

study of wealth i.e. they defined economics in terms of wealth.  This definition 

of economics as the study of wealth, received great support from Adam Smith, 

the father of economics in the late eighteenth century. 



4 | P a g e  
 

Adam Smith’s Wealth Definition:  

The formal definition of economics can be traced back to the days of Adam 

Smith (1723-90) — the great Scottish economist. Following the mercantilist 

definition, Adam Smith and his followers saw economics as a science of wealth 

which deals the process of production, consumption and accumulation of 

wealth.  His emphasis on wealth as a subject-matter of economics is illustrated 

in his great book— ‘An Inquiry into the Nature and Causes of the Wealth of 

Nations or, more popularly called ‘Wealth of Nations’—published in 1776.  

Marshall’s Welfare Definition:  

Alfred Marshall in his book ‘Principles of Economics published in 1890 

focused on human activities or human welfare rather than on wealth.  He 

defined economics as a study of men as they live and move and think in the 

ordinary business of life. He was of the opinion that economics, on one side, is a 

study of wealth and, on the other more important side, is a study of man.  

Marshall was of the view that wealth is not an end in itself as was thought by 

classicals; it is a means to an end—the end of human welfare.  

Robbins’ Scarcity Definition 

The most accepted definition of economics was given by Lord Robbins in 1932 

in his book An Essay on the Nature and Significance of Economic Science. 

Robbins was of the opinion that neither wealth nor human welfare should be 

seen as the subject-matter of economics. His definition runs in terms of scarcity. 

According to Robbins, Economics is the science which studies human 

behaviour as a relationship between ends and scarce means which have 

alternative uses. 

Maynard’s Growth Definition of Economics 
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John Maynard Keynes is regarded as the Father of Modern Economics. He 

defined economics as the study of the administration of scarce resources and of 

the determinants of employment and income. 

Subject matter of Economics 

 The subject matter of economics is concerned with wants, efforts and 

satisfaction. It can be explained under two approaches namely 

The Traditional approach and the Modern approach.  

The Traditional Approach 

It sees economics as a science of wealth and divided it into four divisions 

namely; consumption, production, exchange and distribution 

Consumption: It refers to the use of wealth to satisfy human wants. Also, it 

means the destruction of utility or use of commodities and services to satisfy 

human wants 

Production: It is seen as the creation of utility. It involves the processes and 

methods used in transformation of tangible inputs and intangible inputs into 

goods or services. 

Exchange: It means the transfer of goods from one individual to the other. It 

may occur among individuals or countries. The exchange of goods leads to a 

rise in the welfare of the people through creation of higher satisfaction for 

goods and services. 

Distribution: Distribution means sharing of wealth that is produced among the 

different factors of production. It includes personal distribution and functional 

distribution of income.  

Personal distribution refers to the forces governing the distribution of income 

and wealth among the various individuals of a country.  
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Functional distribution also called factor share distribution explains the 

share of total income received by each factor of production namely; land, 

labour, capital and organization. 

Modern Approach: This approach divides subject matter of economics into 

two divisions namely; micro economics and macro economics. The terms micro 

and macro economics were first coined and used by Ragnar Frisch in 1933. 

Micro-Economics is also called Price Theory: The term micro-economics is 

gotten from the Greek word micro, which means small or infinitesimal. It is an 

analysis of the behaviour of small or individual decision-making unit, such as a 

firm, or an industry, or a consumer, etc.  

Macro-Economics also called the Theory of Income and Employment: The 

term macro-economics is gotten from the Greek word macro, which means 

large. Macro-economics is an analysis of aggregates and averages pertaining to 

the entire economy, such as national income, gross domestic product, total 

employment, total output, total consumption, aggregate demand, aggregate 

supply, etc.  

Basic Terms and Concepts in Economics 

a. GOODS and SERVICES 

 Goods: It is defined as anything that satisfies the wants or needs of humans.  

Characteristic features of goods: 

1. In nature, they are tangible 

2. They are the material outcome of production. Example: Machinery, Seeds, 

Grains, Fertilizers etc. 

Services 

Services can be seen as the performance of any duties or work for another or 

professional activity. .  
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Characteristic/Features of Services: 

1. They are intangible 

2. Non-Materialistic  

3. Inseparable  

4. Variable  

Classification of Goods 

The goods are classified based on supply, durability, consumption and 

transferability 

1) Based on Supply: The goods are classified as economic goods and free 

goods. 

Free goods are those goods that are free in nature and can be utilized as much 

as we like. They are used without payment Example: Air, sunshine etc.  

Economic goods are those goods that are scarce and can be used only on 

payment. They are limited and generally man-made and thus those can be 

available only on payment.  

2) Based on Consumption: The Goods are classified as Consumer goods and 

Producer Goods. 

Consumer goods are those goods that directly give satisfaction. They are used 

directly by consumer to satisfy their wants e.g.: food, clothing, etc. These goods 

are called Goods of First order. 

Producer goods are those goods which assist us to produce other goods. They 

give satisfaction indirectly by producing other goods which will give final 

satisfaction. e.g.: machinery, tools etc. They are also termed goods of the 

second order.  
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3) Based on Durability: This classification focuses on the nature of the goods 

and how they are used. They include mono period goods and poly period goods 

Mono Period Goods can be used just once in the production and consumption 

process. Example: Seeds, Fertilizers, food etc. 

Poly Period Goods can be used repeatedly during the production and 

consumption process over several periods. Example: refrigerator, machineries 

etc. 

4) Based on Transferability: These goods include the following: 

External Material Transferable good. Example: Buildings, Land, etc. 

External material non-Transferable good. Example: ATM Card, voter’s card, 

Driver’s license, Degree Certificate, etc. 

External non material transferable good. Example: Goodwill message of a 

business 

External non material Non-transferable good. Example: Friendship, light 

Internal non material Non-Transferable good. Example: Intelligence Quotient 

(IQ), ability, cruelty etc. 

b. ENDS – In simple terms, it means human needs, wants or desires. Our wants 

are numerous and insatiable, we want almost everything, but the resources are 

scarce to satisfy these insatiable human wants. 

 

 


