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Economics 

Economics is a science that studies human behavior which aims at allocation of scarce resources in  

such a  way that consumers can maximise their satisfaction, producers can maximise their profits and  

society can maximise its social welfare. It is about making choice in the presence of scarcity. 

Scarcity means shortage of goods and resources in relation to their demand. 

Scarcity is the root of all Economic problem. 

Economic activities are those activities which are related to earning money and wealth for life. These  

activities generate new income and increase the flow of goods and services. For example production,  

consumption, investment, distribution. 

Non-economic activities are those activities which are not related to earning money and wealth.  

These activities neither generate income nor increase the flow of goods & services. For example, a  

teacher teaching his own son. 

Consumer: Consumer is an economic agent who buys the goods and services to satisfy his wants. 

Producer is one who produces goods and services for the generation of income. 

Service holder: A person who is in job and gives his services as a factor of production and is getting  

paid for it. E.g. Govt. Teacher 

Service Provider: A person who provides services to other for a payment. e.g. transporter, auto  

driver. 

 

Statistics can be defined in two ways:- 

1. Singular sense: Statistics means Statistical methods and techniques related to collection,  

organisation, classification, Presentation, analysis and Interpretation of data. 

2. Plural Sense: “By statistics we mean aggregates of facts affected to a marked extent by multiplicity   

Of causes, numerically expressed, enumerated or estimated according to reasonable standard of  

accuracy, collected in a systematic manner for a predetermined purpose, and placed in relation to each  

other.”—Horace Sacrist 

Characteristics of Statistics in plural sense 

1. Aggregate of facts 

2. Numerically expressed 



3. Affected by multiplicity of causes 

4. Reasonable accuracy 

5. Collected in a systematic manner 

6. Pre-determined Purpose 

7. Placed in relation to each other 

Scope of Statistics 

In the old days, the use of statistics was restricted to deal with the affairs of the state. But now-a-days  

the scope of statistics has spread to all those areas where numerical facts are used such as economics,  

business industry, medicine, physics, chemistry and numerous other fields of knowledge. 

Importance of Statistics in Economics 

1.It enables an economist to present economic facts in precise and definite form. 

2. Helps in condensing mass data info a few numerical measures. 

3. Statistics is used in finding relationship between different economic factors. 

4. Economics forecasting through statistical studies. 

5. Helpful to formulate appropriate economic policies that solve economic problems. 

6. Help to analyse the performance of policies applied before. 

7. Economist try to find out cause and effect relationship between different sets of data. 

8. Formulation of policies. 

9. Used for inter-sectoral and inter-temporal comparisons. 

10. It is a quantitative expression for economic problem. 

Functions of Statistics 

1. To Present Facts in Definite Form: 

If the results are given in numbers, then they are more convincing than if the results are expressed on  

the basis of quality. The statements like, there is lot of unemployment in India or population is  

increasing at a faster rate are not in the definite form. The statements should be in definite form like  

the population in 2004 would be 15% more as compared to 1990. 

2. To simplify complex data – Statistical methods try to present the great mass of complex data into simple  

and understandable form. 

3. To make comparison of facts - After simplifying the data, it can be correlated as well as compared.  

The relationship between the two groups is best represented by certain mathematical quantities like  

average or coefficients etc. Comparison is one of the main functions of statistics as the absolute  

figures convey a very less meaning. 

4. Formulation and Testing of Hypothesis: 



Statistical methods help us in formulating and testing the hypothesis or a new theory. With the help of  

statistical techniques, we can know the effect of imposing tax on the exports of tea on the  

consumption of tea in other countries. The other example could be to study whether credit squeeze is  

effective in checking inflation or not. 

5. To help in Forecasting: 

We can make future policies on the basis of estimates made with the help of Statistics. We can predict  

the demand for goods in 2005 if we know the population in 2004 on the basis of growth rate of  

population in past. Similarly a businessman can exploit the market situation in a successful manner if  

he knows about the trends in the market. The statistics help in shaping future policies. 
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