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Introduction
Understanding the Basics of Economics in Class 11 Arts

DEFINITION

Economics is the study of how individuals and societies allocate scarce resources. It examines decision-making and the
impact of those decisions on society.

KEY CONCEPTS

Scarcity

Scarcity refers to the limited nature of society's resources,
making choices necessary.

Opportunity Cost

Opportunity cost is the value of the next best alternative foregone
when making a choice.

Demand and Supply

Demand is the desire for a good or service, while supply is the
availability of it.

Market Equilibrium

Market equilibrium occurs when the quantity demanded equals the
quantity supplied at a certain price.

Economic Systems

Economic systems are structures that determine how resources
are allocated and goods are produced.

EXAMPLES

→ Choosing to buy a book instead of a
movie ticket reflects opportunity cost.
→ A rise in demand for smartphones can
lead to higher prices if supply remains
constant.
→ In a market, if more people want a
product, its price typically increases.

MEMORY TIPS

★ Remember 'Scarcity' as 'Limited
Choices' to link it with resource allocation.
★ Use 'D-S' for 'Demand-Supply' to recall
their interdependence.
★ Think of 'Opportunity Cost' as 'What I
Give Up' to remember its meaning.

COMMON MISTAKES

✗ Confusing scarcity with poverty;
scarcity relates to resources, while
poverty is about income.
✗ Forgetting that demand can shift due
to factors other than price.
✗ Assuming that supply always meets
demand without considering market
changes.

QUICK RECAP

Economics explores how resources are allocated and decisions are made in society. Key concepts include scarcity, opportunity
cost, and market dynamics. Understanding these basics sets the foundation for deeper economic studies.
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