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Unit1-Jntroduction.

Economics

scarce)

Origin rom OKDNOMIA
mears

Househoid

TFN 1gth Centsy Economics
Wwas known

Pofitical Eronomics

Rook

Adao Smith

Lfather Econamics]

An inquiry into

4he N�ture and (ause

of the wWeltnuNation

abbrevited as

Thie Nealih Nation

Frst modern oork o Etornams

Economics is stud� o processes by iaihich the relstivety

LC3rce resources are alocated to tniimite-sahisfu urntimited

human Sna2nts

Tioo Fundamentat facts

is'Hum an beings have Lnlimited ants"

iThe mans to satsy thest. unlimittd

Dhd

want are relatiely sand
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Pege k.

84 that it fs a harro w

But modern ttonomist s 821)that 3t s
definition

Ih da� to dayevents there �re vaTOUS economic

Issue LClobal Crisis 2008, Corona fandimsc 2019-2D J

Economics theories are bypothetícal and Simplisiic

in.character.

SStud� o Economicscanbot ensure that all the

problems ill be appropriately tackled,but ít uould

endbfe L1Sto examne proble m in its night perspective

+ Introduction to Business Economics 8

Business Economics

The strviu2 and

SucLe ss ot any

bisiness degends

Dn s0L1nd decei'sion

arious 1heories

and techniques

Like Paofit
maximistionn

(ose etc

UKe
Consumer bxhur
Demand &

Sapply

Busintss Econooics integres Ftonomic htari

theory Iith Busintsr practice

Thtrt fore it iskoo10n es Manaqerí al Etonomics or

Applied Economics

Busintss Epnomics has ciose conhection oith

Economic

Theory

Micro &Macro

Fconomics

Statlstics Mathenahcs Dperatins

Rescarch

Theory of

Dkceision.

Making



� Joel Dean defined

Of use of economic

|busintss policíes

Bsiness Eeonomics n the terms

analysls in the formulation of
ust

Nature of Business ELonDmics 3

(1)Busintss Euonomics is a Science -

Science (aLuse-effect relationship ke -1Price

integrating
clecision sience nith econDmic theor�

dem�nd

Mathematics.
Statistics Econometrics

ajBusiness Economics is atsis also an Art 8

practical Tules and principal for acheiuinq sct

Applies practical.

cbectives..

(3) Based on Micro-economícs

|Primilary concerned h decision making problems ¢
Thdividual establishment

B1sintss.
concern ed oith (a) achievement D predetermined

Manaqer
obgecties of business

(6)ensure Lon9 term Seruival

proitab�e Runctioning oforanlzatar

(91 Ireorporote elements o Macro anelusis -
icdered cternal ecopomic facor impcting business cperatian

Pice level, income,qpiuernment poficies.
ke

taration ,nterest rate,exchanqe rate ,distribution,

Naqts, ahd requlaioni o monopolies.
Ihe Goat Papet



(5) se o theory of Markets and Private Enterprises

uses the theory o the firn ahd resourre allocation

in the backdrop ot a priuateenterprise eonom

).Buggmetic in Appro ach 3
(Practicat )
Addresses rcal- wortd practical problems. faced by firms

(71Tnterd�sci ptinary In alature S
Diforenl subgect

|Inteqates tols 4rom uariousdisiptines
Such os

Statishisl athemakies peraions Nanagenn kuounhing Makehing nance Econmetrzs

ResenrhTheny

(8)Normative in Nature3
Economíc has deselapl

theory
a�ong tooines

Positive

NomatiMe

Busintss

Economcs.

based
On

NDRMATI NIETNakure � Presoiphue

Tncude uhat ouant to

be'

Idqement )Doesioualve
1ialue gudaemenk

2) Giue sufution

Serenxe betuten Positiue Sicne and Normative ScienceSferere

Pasis

Devclaped
Bu.

Positiue or ure &ience

Robbin
OmatMe Science

Aferd Marshall

The GacdPa



a Incudc what is
Inba ought to bc'

3-Base on
Analyais, ds

4JudgemenDoeS not inNte value

Judqemend

Not qie sotution

hat should be

Ethics

Does giues value qudqemcn

glues &Íution

5or edI can beVerAed.
be uerifiedtcanrotbe

Meraurey ls a smalest

p�anet )
CBumer is beher than

piz2a)

6Nature Cause andeect
relationship

Descriptiue

Example•Tndia ís an Duer

cQuntnypopulated

•Incia hue high

unemp�agrment rat e

Prescriptive

soution,

oFamily panninq and polic�es

reloted to pop hion

• Maximum indusir

cstablshment

tud� Mter o Business ELonomics 3

MICRO economics
MACRD PConomics

Stud� ot Behaviour o Siudy o econom� as a

*Individuat [consumer] dhte LaggregateJ

<Drqanisation LAim
•It is a�soknoNh 2s 3

Tt is also known8s PRICE THEDXY NCOME EYPLDVMEAT THOERY

/TheSood Papet



Toots

Demand & Suppfy Indiidual)

.HoLw to allocate ecienty
their Scare resources

Example.
LOuput

Product pr�cing

Consimer hebauiour

Factor ricing cnterprenursbip

Input Cravo meteri�l]andLbour

* The economic conditions a

stchion o peopte

xBehaviour irms.

* Location Tndustr4

Agqreqate. Demand &r

Asgregate Suppl�

ELonomy as a ohoe

total inNestmeni, (onsumption,

sauinq and Level of Output

and emplo� meni

EYample,

*Nional incom & National

Du�put

Gyeneral price levet&
interest rate

Balance ot Trade TBoT S

Balance o paunen) TBDP1

+Extsnal walue D curehcy

CForeign exchangt )
XThe ouerall Leuel sauinq

&investment

The leuel o empltyme ni and

rabeu economics qrDuth

ácopE Business Fonomics3
Scope

Intecna Issues OR

Optratinat Issues.

Extern3e Jssues DR

Environmental IssLIs

this can be soRued

using MICRO Eonpmics

his can be soved

using MACRO Fconmics
theGocd Paper



Demand analysis and Forecastiq The magor
mocro economic

Studies consumer bhaviour and foctors related to -

prcdicts future demand.

1The typeof ecornomic susteme

Production & Cosk Analysís LopialisorSocialist]

•roduction -input -ou�put relaionsh,ps _a Staqe cf business cyce

Cost- Tdentifies (ost behaviouc

Chanqes with warables like outaut, 3 The qenera trends ín natíon 2

ime and plant sic nationa income ,employment
prices,sauing and învestnent

1 Jhuentor� Management

Minimizeinien�ory Losts youernment's economicputicies

ork -in-progezS ,a0 malera, Cke industriat poticy campcttion

Eiolshinc d qoals pticy arel iscal patiy, Poreignand

lse �ARC anal�si's, simulation tracle poiic� and qtobafization

mathe matic almodels policies

(4 Marke stru dure and 5nlorking of cenbra banks and

Pricing foRicies Rinancial sector and capital

Analy2es maket compehtion and market and their requlation

market power

Determines pricing skrategie s 6: &ocio- eronomic orqanisation

and product desígn
ike trade unions, producer and

Expiainsprice determinaion under. consUmer unions end coopcrativo

dieneni hiarket conditiors

oia e and potiat enviornment

(5)Resou rce AlRocatlon

Uiuzes toots ke tintar

prograrming for ophimat resaure

LSe

)heory o Capital 6Thutsbnent
The GoodPage



Decision

•Evaluatts inyestinenk decsi on
for praft. matmizat ion:

aides cnteria o inestment

progect sclec�ion and capitat.

cHicienay

Surpluscapita altocation among

icompetinq usts)Pnt Analysts

Nrasure andman2qesprt
Lnder uncertain condition

Uscfut for future pnafit

plarming
Connot be

bdiat pivdicted
unt

(8)Risk end lncertainky Analysis

Helpsin eficient decisian

making and futureplannng
based on pastdata nndl

predic tions

Assesses nskand uxectain�ies



Derence betoeen Euonomes Bnd Businss Eonomics 2

Basis

Meanirg

Etonpmfcs Business Eonomícs

Tt invoues the amfng IH inuoues the pplication

f economic principtes toteconomíc principles to

aofue econumic problerms.
8olue onomic problems

Character Microecon cmícs and

MacroeLOnomics

Mocro cconDImícS

3-Man Task FulUm ent needs op

indiviclual and entitis:

Proper deision making în

particutar business cntitye

Nature Posite and Nornmative Normabiue

5Sope Wider
Narrower

6 Branches Business ecnonicsasts

applied branch

T s an applied brano

Of econDM-21
o part)

7 Concetned

uth

A) theories fom procuction

oconsurapthon incthucing

distribuition

8Analysis
Involued.

Maro teel issue like gmuth, Mfcro leuel issue ike demand,

infta tian.,employ ment ete Supply and profit ect

9 Concernizhn Econmic aspects can�ELonomíc and non-esonomic

business problems asprct o any busines problens

lu- alidgof Based on ertain

|Asmphion assumpticn

|me assurmghions berame

/theSoodPapes



Unit2 -Basic Aolblems_ of

ond Role o rice

An Fonomy
Mechanísm

Basic pro blems an economy

Exampk,
Mother

Rrceor
Roti

J1 Problem

whot to produre

fREsoorce timited

Decide +Roti problem

(son) Decide -0Ro tj

allocote

IOReti

Roti Vs
Maker

5 Zby Mand Slecihs
Problem 2

Prublem Sonl) ants 3 Rati roblerm 3
Houo to produre

Sonl2) Wents 4 Roti For whom toprre
Produee

Basic pno blems.

what provi'sions shad
be ma de for ecenonmic

growth

nlaat to

procduce?

How to

produce?

For whonm b

proctre ?

Consumer

goods

OR

Capitot

gnds

Labour in�ensive

technique
oR

Capital Irntenshue

techniguc.

Salbich sechiono
Society IRich arpoor

problem



1 What to produce ?
imited esoLuce torce choices � bout aihichashich goods

servicesto produce Consumer qoodls-� Bread, eqq,car, V. etc

Capitaf goos) Machineny,Plarntsctc

Decision inuolues Quan tities as wel

hoo much nheah?

how many hospitals 2

a Honi to produce ?
.Sen production

techniques erit

ancl theîr costs

Labourintensive handlooms etc

techniques

apitaR intensiu� pouwr looms

Aechniques
for cloth

Goa 3- Ulse rRSOumes icieny

3-For nhom o produce?

unlimited INants ex(etds producion,so díis hibution

cruciaf

oecisions inuolueS ho ets ihat share the total output

(Nationalcake )
reftrs to thetotatoqoods adSerivces pocuced in a

counthyauto�t

4 h�t pnvision shoule be made or eronomic qouth 2

Bal ancing Current onsum piiun uoith future necdis.

esentîat.

Sauing inesiment Lsacrilkicinq aurent consumiphon] ae

neted for fiture protrtion(proqress. and hiaher living

Sandards Clike Sustanable de veop�me nl ]
Tbe Gatd Fap



refers to the gum tota of 3TangementsEanomic &ystem, refers to
for the productionand distribution of goadls and seruites.

in a socict�

DiHenent cconomíes

Gnitalist

Eronom�

bocialist

Econamy

Mired

Eunam�.

Capitabst Econom�

LFree Mar ket Etonom� 0R aissez-faire

olicy ot leauing things

to take their Ohin tase

Eqi-US Econom�, Southkorea, tHong kong et

� Pivate Aopert� &ProfitMative

oaroident

Means - Capitalist erenemy is etsh naure,

Eeatures

Right to pniuate

property

Merlts

&elf -requlztor

price mechanism

Demerits

Social ingustie

3Eredom o eznomic.
choice

ePxoitNMotive.
5Con Su mer

Sovereignty
6:

CampetitionLhigh]

ard incenkive to

Loork.
hoves hove-s

3Ecanomie qrocth

tRih

isfster |&: oper nghts giekr

4:Opiam uklisahnhanbuman nghts



Pge No

2Absence of qouern 3: Demand paHern

Irterferene

menks. Consumtr are

bencited e does not e�resent

8rices are determinec)6 Freedom cf choice real needs of socicty
bu the market ores ike Atho co eic

D emond & Supcty initiatuc and punish. t Ao seurity of

incicient employment

8- Democratic framloprlk 5 Consumer Sayerei gnty

is there - s myth Leptotation

6 lesot merits

qUDcls (2Keeducation

Or bealthcare)

Exonomic instabulihy

and Formulation of

Monopafies.

8 Mísallocahon of

+&ocialistEonomy

Lommand Eonamy Centiraliy glanncd Eonomy

Pro pounded by - kare Marx and Erederic Engels

Bank or iaOrk helam munís Nanitsto in1298

tie1? tor??03

E�&- Nocth korea,China ,Ear�ier ussR ete,tietnam,Cuba cte

Mohiue Sodat and pub�ic celiare

/heGond Paper



Features Meitts Demerlt s

1 Cottectine olonership1. Eauitabledstribution1: Toc{icienty bri
a Econgmnic plahnig o wealth ard in(ome

tavooritisum ete

Red Topísm
3 No ionsimer a Balance Er Rapid

choice economic deuelopamenk tss freecdom of

4- Refathtfy equal 3- Alo w2staqe of resourtes chotce

Income distribution on aduectisemend 3 Alo incen tives or

5- MinimumRoteof 4olessemploymentand. hard oork in fornm

Pnice Mechanism Business {luchution

(Demahd e Supply) G: Snsure right to coork 4.Administered

Dríces hero uct Picend freedom rom dehermined byget

Competition hugeer'or minimum S &hate monap�ies

q Socia oelfare s�andard of líuing tool.

moie pcople
6 aboUrers and consumer

asprotretedrom
erptoitation:Itisapl�nned

ronomy

Mired Economy 3 TBnelits of (opiblst +soclatist

Private

Sector

Pub�ic

sector

Conbind

Sector

Prode tion and

distribition are

imanxed ard cotnld

priuate indcal

Industries are

nat prettoiented

andsetup h
skate tor (he

otare.o the.

(ommuoitq

Inohich both

qouernmeot and the

private enterprnse

have qual.bc<ss



Sotu tions to centra t problems ín capitalict. economy

What to produce2 Houo toproducc2 For ohom to onoduce2

Entreprencursaim •Entre prencurs choosc Gpoodls pracuted.

for ma ximum cost.-minimizing
for those oith

profits
techniques buyín� capacit�

Consumêr Preference & Relatie foctorfces &-•Income determin

Drile pocucion dhaike-( Cheap labour
iWork amount

Exi
Labour in�ensie mehods ti) fachor prices

)Higher demand for 2) Epensiue labour
ù�a 8ropert� ouonershp

Cars �hiqber prices
Mechinary Higher inco me

�inreascd procluchoDanital intensiuemethodr higher buying capxi

2)Looer demand o
+ higherdemond

clothbuer pnio
for goods

�decreascd pracuchion

-Deciding about Consumphion-, Sauing ond Jauestmcn

( ConsLUmer

(onsumption andl sauing are danc by consumer.

Gin Entrepenturs &

Inuestment are done by entreprencurs

Jnuestmenks diiven by rateof neturn on capals:

�in DtíceHechanism

Method distribuhion eConcmic qrooth decision and

gaierns producton

(ia Higher the leuefo inceme and interest rate, hfgher oi.
be the s9Ming

(MMarket Mechanism -
TnteRs rates &return on capta ntnee

on saving Vihe Goa Paper



Pae

Solutions to centraf problems in docia�ist eronomy s

Halbat n praduce2 Hoo ta oroduce ? for ohom to predure?

entra Planring & Central Auinority Equítabhle Distibuton

|quuernment determins Desision - Goods & seruics

ohat goods & Senuices are Gnut decides producion disribu ied basel on

|heedled based on Societal nethocls heec, not buying

neecs - Technology ond apacity

Economic Plans - lobour- •State Rrou'sion -
Like-fie-year plars Decisions based on ESsentia) sersCes

nargeks -production & achecving social Lex- healthiar,cducahicn

esources lloration th�n prouided free or atalictationq0a�s rther 1

•Resources Allocation - minimizinq cosl subsidi2ed rtes.
Baíoritzes essenhal podsEiciency Goat ? •Jncome redistrnibuton

and seuces Leq:- halth- Aim to use reSOUT eS. Yotiies to iedure

care,cduchion etc] to moYimizeiDcome inequality

Sietal bnefits Legi- groqresiue txahary

INIR fare progroms]

Deciding ahout Consumption, Bauing &inuestmentS

nlGyouernment Decislon -

entrat authoriky dirrcds Sauing and inuesimenttoatign

woth eonomic plans

IfsRblic sector ocus

Inuestoent pnimaily in public sectorgrojects andinfrasiruchurt

[iyl onsumpton Manaaemen

Grat (ontrofs aailability and disthibutiorn of copsuumec

VTheGoodP


