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Introduction
Understanding the Basics of Economics in Class 12 Commerce

DEFINITION

Economics is the study of how societies allocate scarce resources to meet needs and wants. It involves analyzing choices,
costs, and benefits in various economic systems.

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 decision.

Demand and Supply

Demand and supply are fundamental concepts that explain how
prices are determined in a market.

Microeconomics

Microeconomics focuses on individual consumers and businesses,
analyzing their behavior and decision-making.

Macroeconomics

Macroeconomics looks at the economy as a whole, studying
aggregate indicators like GDP and inflation.

EXAMPLES

→ Choosing to buy a smartphone instead
of a laptop reflects opportunity cost.
→ A rise in demand for electric cars can
lead to higher prices.
→ Government policies can influence
overall economic growth and stability.

MEMORY TIPS

★ Remember 'Scarcity' as 'Limited
Resources, Unlimited Wants'.
★ Use 'D-S' to recall 'Demand and Supply'
as key market forces.
★ Think of 'M' for Micro and 'M' for 'Many'
individuals in microeconomics.

COMMON MISTAKES

✗ Confusing microeconomics with
macroeconomics.
✗ Overlooking the importance of
opportunity cost in decision-making.
✗ Assuming demand always increases
with price.

QUICK RECAP

Economics is about making choices with limited resources. Key concepts include scarcity, opportunity cost, and the dynamics of
demand and supply. Understanding these fundamentals is essential for analyzing economic behavior.
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