Unit-one

¢ Meaning of Microeconomics

Microeconomics is a branch of economics that studies individual units of the economy, such as

consumers, firms, and markets. It focuses on how decisions are made regarding the allocation of

limited resources. FEHIAR/ATET IA/ATETRT &Y ATET &1 SHel ATFAGE, SUHIFATRE, HHE®
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¢ Scope of Microeconomics
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English:
/
1. Theory of Consumer Behavior
2. Theory of Production and Costs
3. Price Determination in Different Markets
4. Distribution of Income R
5. Welfare Economic / C]
6. Factor Pricing
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¢ Uses of Microeconomics

e Helps in resource allocation

e Pricing of goods and services
e Analyzing consumer behavior
e Policy formulation

e Understanding market mechanisms
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¢ Limitations of Microeconomics ( fomres)

o Ignores aggregate economic analysis
o Cannot solve macroeconomic issues like unemployment
e Assumes rational behavior

o Static in nature
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I} BUSINESS ECONOMICS

¢ Nature of Business Economics

English:

Business economics is applied economics that uses microeconomic theories for decision-making

in business(CATATRAF AAET HUGFA IAAET g Sl Fa@¥e AoggE I
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¢ Scope of Business Economics

1. Demand analysis and forecasting
Production and cost analysis
Pricing and output decisions

Profit management

A

Capital management
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I Ten Principles of Economics (VVVI)

The Ten Principles of Economics were popularized by N. Gregory Mankiw in his seminal
textbook Principles of Economics (1st edition, 1997). While Mankiw synthesized these principles,

they are rooted in foundational economic theories developed by classical and modern economists

over centuries. Here's a concise breakdown: (3TefITEaaT o & CHlrdg IR ) 3T T,

A FATFFH3 (N. Gregory Mankiw) GART Hel 21 AT WRITRAA Principles of Economics ATHE

Qe (FUH HERIOT) HAhd b SolSUH gell Jedfd A Reyedes #aifehsa
HETed T T AeNAT TEI INHT &, fehe® T a9l RERMTA (classical) T IMegfarsh
(modern) 3TRIMENGEECT T IAT MU 3T UTeagsar IMTRd o)

1. People Face Trade-offs (wifesee adf fasmeaseamt ammr 7o)

“To get one thing, we usually have to give up another.”
Every decision involves trade-offs. For example, spending time studying economics may mean

giving up time for sports or entertainment.

2. The Cost of Something Is What You Give Up to Get It(%+ aft sreqent @mra swent
TEETS TTH T TATRIgehT 9% & )
“Opportunity cost is the real cost.”

The opportunity cost of a decision is the next best alternative foregone. If you go to college, the

cost isn’t just tuition, but also the money you could have earned working.



3. Rational People Think at the Margin(foaesier wii-aeee @i drae! AmamET i
fervem))
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“Decisions are made by comparing marginal benefits and marginal costs.
Rational people make decisions by evaluating small (marginal) changes. For example, deciding

whether to study one more hour depends on how much benefit it gives vs. the effort it takes.

4. People Respond to Incentives (wifaes Sedmgasta Siafshar SHRSH])

“Behavior changes when costs or benefits change.”
People respond to rewards and penalties. For example, when fuel prices rise, people may choose

to drive less or buy more fuel-efficient vehicles.

5. Trade Can Make Everyone Better Off (zamame &g 31g1 THT a1 TaFs1)
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“Trade allows specialization and benefits all parties.’
Countries or individuals can gain from trade by specializing in what they do best. It increases

overall production and consumption possibilities.

6. Markets Are Usually a Good Way to Organize Economic Activity (¥ =qar a=

TSI STFeR TATSITAIATS THRAT |fed THS))

“In a market economy, the invisible hand guides resources efficiently.”
Free markets allocate resources through the interaction of buyers and sellers. Government

interference can sometimes disrupt this efficiency.



7. Governments Can Sometimes Improve Market Outcomes( FEaTEt TR
TARGT ATTAT IR T qFS1)

“Government roles include enforcing rules, correcting market failures, and promoting equity.”
While markets are generally efficient, governments are needed to enforce laws, protect property

rights, and regulate issues like pollution or monopoly.

8. A Country’s Standard of Living Depends on Its Ability to Produce Goods and
Services( 3Tt FETER IA IrATEA T TE T FATT T 1 )

“Productivity determines living standards.”
Countries that produce more goods and services per worker enjoy a higher standard of living.

Education, technology, and capital investment improve productivity.

9. Prices Rise When the Government Prints Too Much Money(s%#rR steatie Tar
BT qeadtg, (Ve 370)

“Inflation occurs when money supply grows faster than output.”
Excessive money printing reduces the value of money, leading to inflation. Central banks

manage the money supply to keep inflation stable.

1. 10. Society Faces a Short-Run Trade-off Between Inflation and
Unemployment(ster srafamT a8t T stisiRiss HietEte e &ol)



“There’s often a short-run inverse relationship between inflation and unemployment.”
Increasing money supply can reduce unemployment in the short term, but causes inflation. This

is described by the Phillips Curve.

Il Production Possibility Curve (PPC)-10 marks

The Production Possibility Curve (PPC), also called the Production Possibility Frontier (PPF), is
a graphical representation that shows the maximum possible output combinations of two goods

or services that an economy can produce using all available resources efficiently(Itare arsreadr o

(Production Possibility Curve — PPC) st 3curest wevreaar €1 (Production Possibility Frontier —
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I} Assumptions of Production Possibility Curve (PPC)

Only two goods are produced

Fixed resources

Fixed technology

Efficient use of resources (@it aremr @y s

Resources are not equally suitable for all goods
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Important Question

1. What is microeconomics? writes its scope and usages of microeconomics. (H\&?TH?—‘[QIIH

HoeelTol o YiSles? THH YAET T &1Fh TRAT BICHUAT gl TR

2. Describe briefly about ten principle of economics, and also mention the meaning of
business economics (Hﬁfr%ma?r G [Agede! aRAT BICHAAT o | TS
HIAET Hoallel & les oF )

3. 3cUIGe GFHTSIAT Sehi@Iehl JNAT Fidd sITEAT IR| (Describe the production

possibility curve by using table and curve)

Types of Microeconomic or Microeconomic equilibrium analysis

1. Static Micro Economic Analysis
2. Comparative Static Analysis
3. Micro Dynamic Analysis



Static Microeconomic Analysis

Comparative Static Analysis

Micro Dynamic Analysis

It deals with the equilibrium of a between
microecrnomic variables Particular period.
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-It is a comparative study of two or
more equilibrium points at different
time period.

-It deals with the process by which
new equilibrium in the market is
formed
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=) It explains all types of

changes that occured between two
equilibrium.

=) It can find the path followed by
the System over time in to new
equilibrium.
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Important Question

a. Explain the different types of equilibrium analysis in microeconomics
(GEHIGAEART HecJolelehl TehTgoeh! TRAT Fia sIET TN

b. What is micro static analysis ( ﬁﬂ\"-ﬁ&'ﬂ fIRIYUT $1eaATel & g@lo—a

L)

c. What is micro dynamic analysis what is formed explain it (qRac=1fRrer
qeH forawor R T geo?




