
Meaning and Scope of Economics

Definition of Economics:

Adam Smith – “Economics is the science of wealth”

Alfred Marshal–“Economics is the study of mankind
in the ordinary business of their life”

Prof. L. Robbins –“Economics is a science which
studies human behaviour as a relationship between
ends and scarce means which have alternative uses.
i.e., Study and practices of human nature for
utilizing scarce resources which has alternative
uses.



“An inquiry into the nature and causes of the wealth 
of nations," Adam Smith 

Adam Smith (1723-1790) was a Scottish philosopher 
and economist who defined Economics- As a 
science of wealth. 

• According to Adam Smith, economics enquires into 
the factors that determine wealth of the country 
and its growth. 

• That the emphasis of Adam Smith is on the wealth 
and riches of a nation are clear from the following 
quotation from his book.



• “The great object of Political Economy of every 
country is to increase the riches and power of that 
country.”

• As the wealth and riches of a country cannot grow 
without the proper utilization of its resources and 
this is what forms the subject matter of his book 
“The Wealth of Nations”. 

• Thus, Adam Smith emphasized the production and 
expansion of wealth as the subject matter of 
economics

• In his book, he discussed the word ‘wealth’ through 
its four aspects:



• Let’s discuss four aspects of property :

1. Production of wealth:

• It shows as to how goods and services produce .

• Goods and services produce by the combination of 
four factors of production i.e. land, labor, capital 
and organization. 

2.Exchange of wealth:

• There are many procedures of goods and services in 
society.

• Every process produces goods and services more 
than his personal requirement .



• The exchange of property enables everyone in the 
society to satisfy his multiple wants.

3.Distribution of wealth:

• Which means the distribution of goods and services 
among different sections or individuals of society.

4.Consumption of wealth:

• That is using up the utility of goods and services for 
the satisfaction of wants is called the use of capital.

Therefore, it can be said according to Adam Smith: 
“Economics is a science of wealth.”



Economics is the study of mankind in the 
ordinary business of their life

• Alfred Marshall (1842–1924) pointed out that, for 
economics, wealth is not an end in itself but it is 
only a means to an end; the end being the 
promotion of human welfare. 

• According to Marshall, wealth is only a secondary 
thing, it is man and his ordinary business of life 
which is the primary object of economic study.

• Marshall gave the following definition of 
economics; “ Economics is the study of mankind in 
the ordinary business of life”.

https://en.wikipedia.org/wiki/Alfred_Marshall


• 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.

Three things are worth noting in the above 
definition provided by Marshall.

First, it is a study of man as such and not of wealth.

• Economics is concerned with wealth in the sense 
that it studies man’s action regarding how he earns 
wealth and how he spends it. 

Secondly, Marshall’s definition implies that 
economics is concerned with a particular aspect of 
man’s life. There are many aspects of man’s life—
social, religious, political, etc.



Thirdly, according to the above Marshall’s definition, 
the primary object and end of economics is the 
promotion of material welfare. 



"Economics is a science, which studied human 
behavior as a relationship between ends and 
scarce mean, which have alternative uses." - L 
Robins.
• Lionel Charles Robbins, (22 November 1898 – 15 

May 1984) was a British economist has defined 
economics as a human science dealing with 
alternative use or selection of scarce means and 
ends concerned with human behaviour. 

• Main Ideas: Robbins definition has been accepted 
as a standard definition of the scope of economics. 
It has the following aspects:

https://en.wikipedia.org/wiki/Economics


• Human wants or ends are unlimited.

• Means or resources that are used to meet the 
unlimited wants, ends are scarce or limited in 
supply.

• It is important to study economics because that way 
you learn how to use your money when buying new 
stuff like cars, house, clothes, goods, etc. 

• When you get more information you also learn how 
money affect people in some way. For a lot of 
people money is everything and stands above love, 
family, and friends . 



• A choice has to be made from among the multiple 
wants.

• Such scarce resources can be used alternatively.

Logical Explanation : The definition of economics 
given by L. Robbins can be explained with the 
following points:

• Unlimited Ends of Wants:

• Scarce Means of Resources:

• Alternative Choice



Economics is science or art or both
• We generally discuss whether Economics is science 

or art or both and if it is a science whether it is a 
positive science or a normative science or both. 

Economics is as science:

A subject is considered science if :

• It is a systematized body of knowledge which 
studies the relationship between cause and effect.

• It is capable of measurement.

• It has its own methodological apparatus.

• It should have the ability to forecast.



If we analyse Economics, we find that it has all the 
features of science.

• Like science it studies cause and effect relationship 
between economic phenomena. To understand, let 
us take the law of demand. It explains the cause 
and effect relationship between price and demand 
for a commodity.

• It says, given other things constant, as price rises, 
the demand for a commodity falls and vice versa.

• Here the cause is price and the effect is fall in 
quantity demanded.



• Similarly like science it is capable of being 
measured, the measurement is in terms of money.

• It has its own methodology of study (induction and 
deduction) and it forecasts the future market 
condition with the help of various statistical and 
non-statistical tools.

• But it is to be noted that Economics is not a pure 
science. This is because Economists do not have 
uniform opinion about a particular event.

• The subject matter of Economics is the economic 
behavior of man which is highly unpredictable. 



• Money which is used to measure outcomes in 
Economics is itself a dependent variable.

• It is not possible to make correct predictions about 
the behavior of economic variables.

Economics is as an art:

• Art is nothing but practice of knowledge. Whereas 
science teaches us to know art teaches us to do.

• Unlike science which is theoretical, art is practical. If 
we analyse Economics, we find that it has the 
features of an art also.



• Its various branches, consumption, production, 
public finance, etc. provide practical solutions to 
various economic problems. It helps in solving 
various economic problems which we face in our 
day-to-day life.

• Thus, Economics is both a science and an art.

• It is science in its methodology and art in its 
application.

• Study of unemployment problem is science but 
framing suitable policies for reducing the extent of 
unemployment is an art.



Positive vs. Normative Economics

• Positive economics is a stream of economics that 
focuses on the description, quantification, and 
explanation of economic developments, 
expectations, and associated phenomena.

• It relies on objective data analysis, relevant facts, 
and associated figures.

• It attempts to establish any cause-and-effect 
relationships or behavioral associations which can 
help ascertain and test the development of 
economic theories.



• Here's an example of a positive economic 
statement:

• "Government-provided healthcare increases public 
expenditures." 

• This statement is fact-based and has no value 
judgment attached to it.

• Its validity can be proven (or disproven) by studying 
healthcare spending where governments provide 
healthcare.



• Normative economics focuses on value-based 
judgments aimed at improving economic 
development, investment projects, and the 
distribution of wealth.

• Its goal is to summarize the desirability (or lack 
thereof) of various economic developments, 
situations, and programs by asking what should 
happen or what ought to be.

• An example of a normative economic statement is: 
"The government should provide basic healthcare 
to all citizens." As you can deduce from this 
statement, it is value-based, rooted in personal 
perspective, and satisfies the requirement of what 
"should" be.



Meaning of Islamic Economics

Islamic Economics:

• Islamic economics is based on the principles and 
norms for human welfare derived from Islamic 
sources.

• “Islamic economics is defined as the systematic 
study of the problem of allocation of resources, 
production of goods and services and distribution 
of output, income and wealth in an economy in the 
light of the Qur'an and the Sunnah”. 

• Fundamentally different from the secularly defined 
system, it offers a comprehensive and coherent 
alternative to conventional, or Western, economics.



• Mannan (1970)- in his Islamic Economics Theory
and Practices book “Islamic Economics is a social
science which deals with economic problems of
Islamic motivated human being”.

• Mannan (1984)- in his The Making of Islamic
Economic Society book “Complete social science
which deals with economic, social and moral values
of human being”.

• Khurshid (1992)- in his Development and Islam
book “Islamic economics is the economic problems
in Islamic point of view and the practical and
methodical effort of understanding those Islamic
economic problems in humanitarian ground”.



Objectives of Islamic Economics

Achievement of Falah :

• The first and the foremost aim and objective of 
Islam is falah or well-being of the mankind in this 
world and in the next world.

• That is why al-Qur’an, the revealed book of Islam, 
admires those who pray to God :

• “Our Lord ! Give unto us in the world that which is 
good and in the Hereafter that which is good, and 
guard us from the doom of fire……” (2 : 201)

http://www.muslimtents.com/shaufi/b16/b16_2.htm
http://www.muslimtents.com/shaufi/b16/b16_2.htm
http://www.muslimtents.com/shaufi/b16/b16_2.htm


Fair and Equitable Distribution :

• The second most important objective of the economic 
system of Islam is to make distribution of economic 
resources, wealth and income fair and equitable.

• Islam discourages concentration of wealth in few hands 
and ensures its circulation among all the sections of 
society. Al-Qur’an, the revealed book of Islam, says:

• “That which Allah give  as spoil unto His messenger 
from the people of the townships, it is for Allah and His 
messenger and for the near of kin and the orphans and 
the needy and the wayfarer, that it become not a 
commodity between the rich among you.” (Al-Hashr
59:7)

http://www.muslimtents.com/shaufi/b16/b16_2.htm


Provision of Basic Human Needs :

• It is also an important purpose and objective of the 
Islamic economic system that basic necessities of 
life like food, clothing and shelter should be 
provided to all the citizens of the Islamic state.

• The Prophet of Islam has beautifully defined the 
barest necessities of life in his famous Hadith which 
says:

• “The son of Adam has no better right than that he 
would have a house wherein he may live, and a 
piece of cloth whereby he may hide his nakedness, 
and a piece of bread and some water.” (Tirmizi). 

http://www.muslimtents.com/shaufi/b16/b16_2.htm


Establishment of Social Justice :

• One of the major objectives of the Islamic economic 
system is to establish socio-economic justice among 
all the members of the nation.

• Allah has placed in the earth sustenance and 
provisions for all to cater their needs.

• However, on account of various reasons, the 
distribution of these provisions does not remain fair 
among all the human beings, thus making some 
lucky ones very rich who possess wealth more than 
their needs and making many others very poor who 
possess nothing or too little to meet their very basic 
necessities of life. 

http://www.muslimtents.com/shaufi/b16/b16_2.htm


• Islam meets this challenge of disproportionate 
division of wealth by making it obligatory on the 
rich to surrender a part of their wealth for helping 
the poor and unfortunate members of the 
community.

Promotion of Brotherhood and Unity :

• Another objective of the Islamic economic system is 
to establish brotherhood and unity among the 
Muslims .

• The Holy Quran says: “It is not righteousness that ye 
turn your faces to the East and the West; but 
righteous is he who believeth in Allah and the Last 
Day and the Angels and the Scripture and the 
Prophets;

http://www.muslimtents.com/shaufi/b16/b16_2.htm


• And give his wealth, for love of Him, to kinsfolk and 
to orphans and the needy and the wayfarer and to 
those who ask, and to set slaves free; and observe 
proper worship and pay Zakat” (2 : 177).

Achievement of Moral and Material Development :
The economic system of Islam aims at material as 
well as moral development of the Muslim 
community. It achieves this objective through its 
system of taxation and fiscal management 
particularly through Zakat.

http://www.muslimtents.com/shaufi/b16/b16_2.htm
http://www.muslimtents.com/shaufi/b16/b16_2.htm


• Circulation of Wealth : Another important objective 
of economic system of Islam is to discourage 
hoarding and ensure the constant circulation of 
wealth

• Elimination of Exploitation : The last, but the most 
important, objective of Islamic economic system is 
elimination of exploitation of one human by 
another. To achieve this end Islam has taken many 
effective measures. First such measure is the 
abolition of interest or usury which is and has been 
perhaps the worst instrument of human 
exploitation. 

http://www.muslimtents.com/shaufi/b16/b16_2.htm
http://www.muslimtents.com/shaufi/b16/b16_2.htm


Why is economics central to an understanding 
of the problems of developments

• We first need to understand here as to what do we 
exactly mean by development.

• Speaking from the global perspective, when we 
differentiate between nations based on their 
development. 

• We compute and compare their GDP, the trade -
import and export, the budgetary considerations of 
these nations, the infrastructural development, the 
development of human resources as a whole, the 
standard of living of the citizens.



• Now, citing aside all of those factors here which 
more or less straightly imply economic activities, 
the rest also indirectly bring into consideration 
economic perspectives.

• When we speak about GDP of the nation, it implies 
that we are speaking about the financial value 
added by goods and services in that nation in a 
specific period of time.

• When we speak about the trade i.e. the import and 
export activities, we are speaking here in terms of 
revenue deducted and earned respectively, which 
as well, are economic activities.



• The budgetary studies of nations which implies 
what portion of the national revenue has been 
allotted to the particular section of the nation 
building components, is clearly an economic 
activity.

• The infrastructural development which takes place 
in any nation is a clear-cut output of the money 
invested in, by the government and the private 
players.

• Now, when we consider the human resources 
development in any nation, what we need to 
understand is that, this happens as a result of the 
revenue invested in the education, in healthcare, in 
social development as a whole.



• That is, the amount which has been pumped in into 
these respective sectors by the policy-makers 
comes to use herein.

• And, the amount transferred in along with the 
mannerism in which the amount is utilized shall 
define the human resource development 
henceforth, thus, making this an economic activity.

• The standard of living of citizens depends on the 
affordability which they possess, of the goods and 
services which would make their life better than 
what it has been or the life of their fellow global 
citizens.



• This is also a result of the economic activities in the 
concerned economy.

• The more better-paying the jobs would be in the 
economy, the more developed the infrastructure 
would be, better shall be the prospects for the 
citizens to have a better standard of living.

• Thus, you can see, near about all of the activities 
which we might site to be included in the thing 
which we know as development, they more or less 
pertain to economics, which makes it the epicenter 
of our understanding of development as a whole.


