Economics:
1st MID(2019-20):

1.Briefly Discuss of all the terms:Economics,positive and normative
economics,determinants of consumption,savings and investment,production
and exchange

Ans: Here’s a brief definition and discussion of each term:

1. Economics

Definition: Economics is the social science that studies the production,
distribution, and consumption of goods and services. It analyzes how
individuals, businesses, governments, and nations allocate scarce resources
to satisfy unlimited wants.

Discussion: Economics is broadly divided into microeconomics, which
focuses on individual markets and behavior, and macroeconomics, which
examines the economy as a whole, including issues like inflation,
unemployment, and economic growth.

2. Positive and Normative Economics
Positive Economics:

e Definition: This branch of economics focuses on objective analysis and
facts. It deals with "what is" or "what will be" based on evidence and
data.

e Example: "Arise in taxes will decrease consumer spending."

Discussion: Positive economics avoids value judgments and is purely
descriptive or predictive.

Normative Economics:

e Definition: This branch of economics focuses on value judgments and
opinions. It deals with "what ought to be."

e Example: "The government should increase taxes on the rich to reduce
income inequality.”
Discussion: Normative economics incorporates ethical perspectives,
making it subjective and debatable.
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3. Determinants of Consumption

Definition: These are factors that influence how much goods and services
individuals or households buy.
Discussion: Major determinants include:

Income: Higher income generally leads to higher consumption.
Wealth: Wealthier individuals may spend more.
Interest Rates: Higher rates can discourage borrowing and reduce
consumption.

e Expectations: Expectations about future income or inflation influence
spending decisions.

e Preferences: Personal tastes and cultural factors also play a role.
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4. Savings and Investment
Savings:

e Definition: The portion of income not spent on consumption. It is
typically stored in banks or other financial institutions.

e Discussion: Savings provide a buffer against economic uncertainty and
future needs.

Investment:

e Definition: Expenditure on capital goods like machinery, buildings, or
technology to generate future returns.

e Discussion: Investments drive economic growth by increasing
productivity and employment.

The relationship between savings and investment is critical in
macroeconomics, as savings fund investments in the economy.
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5. Production and Exchange
Production:

e Definition: The process of combining resources (land, labor, capital,
and entrepreneurship) to create goods or services.

e Discussion: Production can be classified into primary (e.g., farming),
secondary (e.g., manufacturing), and tertiary (e.g., services) sectors.

Exchange:

e Definition: The process by which goods and services are traded, either
through barter or monetary transactions.

e Discussion: Exchange facilitates the efficient allocation of resources
and specialization, which increases economic efficiency. Markets play a
vital role in organizing and enabling exchange.

These concepts form the foundation of economic analysis and help
understand individual and collective decision-making in society.
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1st mid (2018-19):

1.Describe the basic problems of economics.
Ans:The Basic Problems of Economics

Economics addresses fundamental problems arising from the scarcity of
resources in relation to human wants. These problems are universal and
can be summarized as follows:

1. What to Produce?

e This involves deciding which goods and services should be
produced and in what quantities. Given limited resources, societies
must prioritize essential goods over luxury items or balance
between consumer and capital goods.

e Bengali: Ft S el FAT AF? AeTF AR GIRAT T (FT 5Fel5 7%
(T SR FAT 2 AT (KN AN F© 2@ O [A&5 Fa0 271

2. How to Produce?

e This refers to determining the method of production—whether to
use labor-intensive methods (more human labor) or
capital-intensive methods (more machinery). The choice depends
on available resources, technology, and economic goals.

e Bengali: F1OTET T3 FIT T@? ST Sel§ TN NOF Al
TFTSF Tafo I FA] TF O VT F7 27|

AVAILABLE AT


http://www.onebyzeroedu.com

3. For Whom to Produce?

e This concerns the distribution of goods and services among
individuals in society. It involves deciding who gets how much,
based on factors like income, wealth, and purchasing power.

e Bengali: 19 a7 S A FH] AF? SR AW® oy A% (NT THASF
@1 07 fFerE afbe 2T ©f f[FE1Fe Fa0e 23|

4. Efficient Use of Resources

e Ensuring that limited resources are used efficiently without
wastage, maximizing output, and minimizing costs.

¢ Bengali: 7F IFT TI2F Nfole TS F76T TroT SH1EF
T3 e FA1E o FAFTSNE FI2F F0© 2E|

5. Economic Growth

e Planning for sustainable economic growth to ensure future needs
can be met while managing current resources.

e Bengali: I(dfos 53% SRATET TIE GIOIETR Sely IO T
TN FE (GF2 (Ao F T35 6w F4TI

These problems form the basis of all economic systems, whether
capitalist, socialist, or mixed economies.

2.Define opportunity cost.Explain opportunity cost with production
responsibilities model.
Ans:Opportunity Cost

Definition in English:

Opportunity cost refers to the value of the next best alternative foregone
when a choice is made. It measures the trade-off involved in any
decision, highlighting the benefits sacrificed to pursue a particular option.

Definition in Bengali:
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Explanation Using the Production Possibility Model
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In English:

The Production Possibility Frontier (PPF) demonstrates the concept
of opportunity cost by showing the trade-offs between the production of
two goods. The curve represents the maximum possible output
combinations of two goods or services that a country can produce given
its resources and technology.

e If resources are shifted from producing one good to another, the
opportunity cost is the amount of the first good that must be
sacrificed to produce more of the second good.

e The opportunity cost increases as more resources are allocated to
producing one good, reflecting the law of increasing opportunity
costs.

Example:
Imagine an economy that produces two goods: wheat and cloth.

1. If the economy uses all resources to produce only wheat, it
produces 100 units of wheat and 0 units of cloth.
2. If it reallocates some resources to produce cloth, the production of
wheat decreases. For instance:
o 80 units of wheat and 20 units of cloth.
o 60 units of wheat and 40 units of cloth.

The opportunity cost of producing 20 more units of cloth is the number
of wheat units forgone.

The Concept of Opportunity Cost
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Graphical Representation

Hours
Leisure Opportunity Cost = Next best alternative foregone

12

L.

In the graph:

e The PPF is a downward-sloping curve.
e Movement along the curve shows how resources are reallocated
between two goods, and the slope indicates the opportunity cost.
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3.Draw a supply curve from a hypothetical supply schedule.
Ans: Here’s how to create a supply curve using a hypothetical supply
schedule:

Hypothetical Supply Schedule
Price (in Quantity Supplied (in

$) units)
10 50
20 100
30 150
40 200
50 250
Description

e The supply schedule shows the direct relationship between price
and quantity supplied: as the price increases, the quantity supplied
also increases.

e This is due to the law of supply, which states that higher prices
provide an incentive for producers to supply more of a good or
service.

I'll now draw the supply curve for this schedule.
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Supply Curve

50 |} —®— Supply Curve

451

151

10

50 75 100 125 150 175 200 225 250
Quantity Supplied (units)

Here is the supply curve derived from the hypothetical supply schedule.
It shows an upward-sloping line, indicating that as the price increases,
the quantity supplied also increases, which is consistent with the law of

supply.

4 .write down the “Law of Demand”.
ans:The Law of Demand

The law of demand states that when the price of a product
goes up, the quantity demanded will go down — and vice versa.
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Definition in English:

The law of demand states that, ceteris paribus (all other factors being
constant), there is an inverse relationship between the price of a good or
service and the quantity demanded. As the price of a good increases,
the quantity demanded decreases, and vice versa.

Key Features:

1. Inverse Relationship: Price and quantity demanded move in
opposite directions.

2. Ceteris Paribus: Assumes other factors like income, tastes, and
prices of substitutes or complements remain unchanged.

3. Downward-Sloping Demand Curve: Graphically, the demand
curve slopes downward from left to right.

In Bengali:

JRIERERE!
BIRTR {31 (31, ceteris paribus (ST e (3T AFIG© ATFE),
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5.What should be the basic economics goals?Describe briefly.
Ans:

The basic economic goals are essential objectives that guide economic
policy and decision-making. These goals typically include:

1. Economic Growth: Increasing the overall output of goods and
services in an economy over time, leading to higher standards of
living.

2. Full Employment: Achieving the highest possible level of
employment for the labor force, minimizing unemployment while
maintaining economic stability.

3. Price Stability: Controlling inflation and deflation to maintain a
stable level of prices, ensuring the purchasing power of money is
preserved.

4. Equity: Distributing resources and wealth fairly among individuals
and groups in society, promoting social and economic fairness.

5. Sustainability: Ensuring that economic activities do not deplete
natural resources or harm the environment, maintaining long-term
environmental health.

6. Balance of Payments: Managing the flow of goods, services, and
capital between a country and the rest of the world to ensure a
stable economic relationship with foreign economies.
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7. Efficiency: Utilizing resources in the most effective way to
maximize output while minimizing waste and reducing costs.

N ATAANOF THSE 7o T AfoF dife 3 w2 ooy SFgef
ST | 9% THSE THHTO IO &

S TANSF FFfa: AASST® STHFF S T ¥ 3 (FAF (NG B3 MWe Jfen
F4d1, T Thed @ T4 fAfve FE|

X, Tof AT PPIeF THEF TR FIOTT A0, (IPIIT FFT ATE 3
o FEfeTTer ToT AT

©. 35 FfeNieTeT: i 93R JUTeiie T FT, IS AT FIFAO!
RAFO A |

8. STOT: TANEFET & T4 8 F99 AHAS T F6E@d AEHE STSF 3
Ao AnATeT A ewe F47

¢. FEfe e R AfEE0E I 751 9 3E, e AT 0P IHFS
(FI FFE NPMoF T4 A6 T A[ECTH Ffo F FE|

b, TEH I (G- AB6 (G0TF FA Ao o5 FEfoTT Tt =, (a7 3
YA TR AREITN] FAT

q. FRFFOL: T ST FHFF TIAET N T3 I A ew Fa71
A3 ITET FAE A6 FANAT|

2nd mid
1. Micro economics,macro economics and market compitition
Ans:

Microeconomics

Microeconomics focuses on the behavior of individual consumers,
businesses, and markets. It studies supply and demand, pricing,
production decisions, and resource allocation at a small-scale level. Key
topics include consumer behavior, cost analysis, and market structures.

Macroeconomics
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Macroeconomics examines the overall economy at a national or global
level. It deals with economic indicators like GDP, inflation,
unemployment, fiscal policies, and monetary policies. It helps
understand economic growth, business cycles, and government
interventions.

Market Competition

Market competition refers to the rivalry among businesses to attract
customers and maximize profits. It includes different market structures
such as:

e Perfect Competition — Many firms, identical products, no market
control.

e Monopolistic Competition — Many firms, differentiated products,
some price control.

e Oligopoly — Few dominant firms, interdependent pricing.

e Monopoly — One firm dominates, high entry barriers.

Microeconomics (12(@1 3&@1\_@)

Microeconomics studies individual economic units like consumers,
businesses, and markets. It analyzes demand, supply, pricing, and
decision-making at a small scale.

JRAT: AR@T AN 2T TfesTe (BT, T, IR IBNEI T 6T
FRE [ICE, (I GIfRAT, THIAR 3 e (AT TIF SAEAG] FAT 27|

If the price of rice increases, an individual may buy less rice and switch
to cheaper alternatives.

Macroeconomics (W& AYF)

Macroeconomics focuses on the overall economy, including GDP,
inflation, unemployment, and government policies. It examines how a
country’s economy functions as a whole.

IRAT: AT Ao ABf6 (T AHF SN oF FAFR3 (T G,
areife, (FFET 3 TTFNT TSI [EET F&|

If a country’s inflation rate rises, the central bank may increase interest
rates to control it.
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Market Competition (I/5NF Jfer1fsTe)

Market competition refers to the rivalry between businesses to attract
consumers. It includes different market structures like perfect
competition, monopoly, and oligopoly.

RTF: I Aot 2 Ao TFIF T (STETT AFE FAIS
sfemfsret, I1 fafe Sfe@fsrer, aFEHIAT B 8 IAfTENAT ISIE JoT
fafes FNE [Row|

In a monopoly (AFEGAT IEE), a company like a government-owned
electricity provider has no competition. In perfect competition (“’Ifq’Tf
afe@fsreT), many farmers sell rice, and no single farmer can control the
price.

2.what is demand schedule and demand curve and how they are
related?why does the demand curve slope downward?

ans:Demand Schedule and Demand Curve

1. Demand Schedule:

A demand schedule is a table that shows the quantity of a good
demanded at different prices, keeping other factors constant. It
represents the relationship between price and quantity demanded.

Example of a Demand Schedule:

Price (per Quantity
unit) Demanded
$10 50
$8 70
$6 100
$4 140

$2 200
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Demand Curve:

A demand curve is a graphical representation of the demand
schedule. It shows the inverse relationship between price and
quantity demanded. The price is plotted on the Y-axis, and the
quantity demanded is plotted on the X-axis.

Relationship Between Demand Schedule and Demand Curve

e The demand schedule provides numerical data about price and
quantity demanded.

e When the points from the demand schedule are plotted on a
graph, they form a downward-sloping demand curve.

e The demand curve is essentially a visual representation of the
demand schedule.

Why Does the Demand Curve Slope Downward?

The demand curve slopes downward due to the Law of Demand, which
states that, "All else being equal, when the price of a good
decreases, the quantity demanded increases, and vice versa."

Reasons for the Downward Slope:

1. Income Effect:

o When the price of a good falls, consumers' purchasing power
increases, allowing them to buy more of the good.
2. Substitution Effect:

o If the price of a good decreases, it becomes cheaper
compared to substitutes, leading consumers to buy more of
it.

3. Diminishing Marginal Utility:
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o As a person consumes more units of a good, the additional
satisfaction (utility) from each extra unit decreases, so they
are willing to pay a lower price for more quantity.

4. Market Expansion:

o Lower prices attract more buyers, increasing total demand.

This explains why the demand curve is negatively sloped, meaning it
moves downward from left to right.

*kkk*k

Change in Quantity Demanded vs. Change in Demand

These two terms are often confused, but they have distinct meanings in
economics.

1. Change in Quantity Demanded

A change in quantity demanded refers to a movement along the
demand curve due to a change in the price of the good or service, while
all other factors remain constant.

Key Characteristics:

e Caused only by a change in the price of the product.

e Represented as movement along the same demand curve.

e If the price decreases, quantity demanded increases (movement
down the curve).

e If the price increases, quantity demanded decreases (movement
up the curve).

Example:

If the price of a pizza decreases from $10 to $8, and more people buy it,
this is a change in quantity demanded—a movement along the
demand curve.
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2. Change in Demand

A change in demand refers to a shift of the entire demand curve, either
to the right (increase in demand) or to the left (decrease in demand), due
to factors other than price.

Key Characteristics:

e Caused by factors like income, preferences, population, future
expectations, etc.

e Represented as a shift of the demand curve.

e If demand increases, the curve shifts right.

e If demand decreases, the curve shifts left.

Example:

If people's income increases, they might buy more pizza at the same
price, shifting the demand curve to the right (increase in demand).

If a new health trend discourages eating pizza, fewer people will buy it
at the same price, shifting the demand curve to the left (decrease in
demand).

Summary Table

Feature Change in Quantity Change in Demand
Demanded
Cause Change in price of the Other factors (income,
good preferences, substitutes, etc.)
Effect Movement along the  Shift of the entire demand curve

demand curve

Direction of  Up or down on the Left (decrease) or right
Change same curve (increase)
Example Price drops — more Income rises — more demand

purchases for goods
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Would you like a graphical explanation as well? <

****Here’s an example illustrating how various supply factors influence
the quantity of a product supplied:

Example: Supply of Smartphones

1. Number of Producers

o If more companies (e.g., Apple, Samsung, Xiaomi) start
producing smartphones, the overall supply increases.
o If some producers exit the market, supply decreases.
2. Resource Prices

o If the price of essential components like microchips or
batteries increases, production costs rise, leading to a
decrease in smartphone supply.

o If component prices decrease due to advancements in
manufacturing, supply increases.

3. State of Technology

o If new technology allows faster, cheaper production (e.g.,
Al-driven assembly lines), supply increases.
o If technology becomes outdated or difficult to upgrade,
supply might stagnate or decrease.
4. Changes in Nature

o A natural disaster like an earthquake disrupting factories in
China can reduce the supply of smartphones.
o If there’s a stable environment with no disruptions, supply
remains steady or increases.
5. Prices of Related Products

o If the price of tablets increases, companies might shift
resources to produce more tablets instead of smartphones,
decreasing smartphone supply.

o If smartwatch demand rises, companies might increase
production of accessories rather than phones.
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6. Producer Expectations

o If smartphone manufacturers expect higher demand in the
future (e.g., before a new iPhone release), they might
increase production in advance.

o If they expect economic downturns and lower consumer
spending, they might reduce production.

These factors collectively determine how much of a product is available
in the market at a given time. «’

*****Change in Quantity Supplied vs. Change in Supply

Both terms relate to the supply of goods, but they have different
meanings in economics.

1 Change in Quantity Supplied (Movement Along the Supply Curve)

A change in quantity supplied occurs only due to a change in the
price of the product, leading to a movement along the supply curve.

"4 Key Points:

e Happens when the price of the product itself changes.

e The supply curve remains the same.

e Movement can be upward (increase in quantity supplied) or
downward (decrease in quantity supplied) along the curve.

/" Example:

e |[f the price of smartphones increases from $500 to $600,
producers supply more because higher prices mean more profit.

e |If the price drops to $400, producers supply less since profits
decrease.

~/ Graphically:

e Price increase — Move up the supply curve (increase in
quantity supplied).
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e Price decrease — Move down the supply curve (decrease in
quantity supplied).

2)Change in Supply (Shift of the Supply Curve)

A change in supply occurs when factors other than price (e.qg.,

production costs, technology, number of producers) cause the entire
supply curve to shift left or right.

"4 Key Points:

e Happens due to external factors other than price (e.g.,
technology, input prices, government policies).

e The entire supply curve shifts left (decrease in supply) or right
(increase in supply).

/ Example:

e If microchip prices decrease, production becomes cheaper —
Supply increases (shifts right).

e If a new tax is imposed on smartphone manufacturers,
production costs rise — Supply decreases (shifts left).

“\_ Graphically:

e Supply curve shifts right — More supply at the same price.
e Supply curve shifts left — Less supply at the same price.

Summary Table

Factor Change in Quantity Change in Supply
Supplied
Cause Change in price of the Other factors (tech, costs,
product producers, etc.)

Effect Movement along the curve Entire curve shifts left or right
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Exam Price of smartphones New tech reduces production
ple increases — More supplied  cost — Supply increases

Would you like a graphical explanation as well? ,]

*****Effects of Changes in Demand on Market Equilibrium

When demand changes (increases or decreases), it affects both the
equilibrium price and equilibrium quantity in the market.

1)Increase in Demand (Rightward Shift in Demand Curve)

Causes of an Increase in Demand:

"4 Higher consumer income (for normal goods)
"4 Popular trends or preferences

"4 Increase in population

"4 Expectation of future price rises

{4 Lower price of complementary goods

("4 Higher price of substitute goods

Effects on Equilibrium:

~/ Price Increases — Since more consumers want the product, sellers
can charge higher prices.

~/ Quantity Increases — Producers respond by supplying more to
meet higher demand.

7/ Example:

e If a new iPhone becomes very popular, demand increases.
e The price of iPhones goes up, and Apple produces more units to
meet demand.

“\_ Graphically:

e Demand curve shifts to the right.
e New equilibrium at a higher price and quantity.
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2)Decrease in Demand (Leftward Shift in Demand Curve)

Causes of a Decrease in Demand:

X Lower consumer income (for normal goods)
X Product becomes less trendy

Y Decrease in population

> Expectation of future price drops

Y Higher price of complementary goods

Y Lower price of substitute goods

Effects on Equilibrium:

“\ Price Decreases — Sellers lower prices to attract buyers.
\_ Quantity Decreases — Producers reduce output due to lower
demand.

/ Example:

e If people switch from cable TV to streaming services, demand for
cable TV drops.
e Cable TV providers lower prices, but still, fewer people subscribe.

“\_ Graphically:

e Demand curve shifts to the left.
e New equilibrium at a lower price and quantity.

Summary Table:
Change in Effect on Effect on
Demand Price Quantity
Increase in Increases Increases ~/
Demand v
Decrease in Decreases Decreases "\

Demand By
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Would you like a graph to visualize this? ]
***Effects of Changes in Supply on Market Equilibrium

When supply changes (increases or decreases), it affects both the
equilibrium price and equilibrium quantity in the market.

1)Increase in Supply (Rightward Shift in Supply Curve)

Causes of an Increase in Supply:

"4 Improvement in technology (lower production costs)

4 Lower prices of raw materials or inputs

"4 More producers enter the market

"4 Government subsidies for producers

"4 Favorable weather conditions (for agricultural products)
"4 Reduced taxes on production

Effects on Equilibrium:

“\_ Price Decreases — Since more goods are available, competition
among sellers lowers the price.
~/ Quantity Increases — More goods are sold as supply increases.

/" Example:

e If new technology makes it cheaper to produce electric cars, more
manufacturers enter the market.
e The price of electric cars drops, and more people buy them.

~/ Graphically:

e Supply curve shifts to the right.
e New equilibrium at a lower price and higher quantity.

2)Decrease in Supply (Leftward Shift in Supply Curve)

Causes of a Decrease in Supply:
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Y Increase in production costs (higher wages, expensive raw materials)
Y Natural disasters, droughts, or unfavorable weather

Y Government regulations or higher taxes

Y Supply chain disruptions (e.g., global chip shortages)

Y Fewer producers in the market

Effects on Equilibrium:

~/ Price Increases — Since fewer goods are available, competition
among buyers raises the price.
\_ Quantity Decreases — Less is produced and sold.

7/ Example:

e If a drought reduces coffee bean production, coffee supply
decreases.

e The price of coffee increases, and fewer people can afford to buy
it.

“\_ Graphically:

e Supply curve shifts to the left.
e New equilibrium at a higher price and lower quantity.

Summary Table:
Change in Effect on Effect on

Supply Price Quantity
Increase in Decreases Increases ./
Supply it
Decrease in Increases Decreases "\
Supply r

Would you like a graph to illustrate this? ]

****Effects of Changes in Both Demand and Supply on Market
Equilibrium

AVAILABLE AT


http://www.onebyzeroedu.com

When both demand and supply change at the same time, their
combined effects determine the new equilibrium price and quantity.
The impact depends on whether demand or supply changes more
significantly.

1Increase in Both Demand and Supply

~/ Demand Increases — Consumers want more of the product.
~/ Supply Increases — Producers supply more goods.

Effects on Equilibrium:

+ Quantity Increases — Since both demand and supply increase, more
goods are bought and sold.
* Price Effect is Uncertain —

e If demand increases more than supply, the price rises.
e [f supply increases more than demand, the price falls.
e If both increase equally, the price remains the same.

/" Example:

e If electric cars become more popular (higher demand) and battery
production improves (higher supply), more cars will be available.

e The price may increase, decrease, or stay stable depending on
which effect is stronger.

~/ Graphically:

e Both demand and supply curves shift right.
e Quantity definitely increases, price effect depends on the
extent of the shifts.

2 Increase in Demand & Decrease in Supply

~/ Demand Increases — More consumers want the product.
\_ Supply Decreases — Producers supply fewer goods.
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Effects on Equilibrium:

* Price Increases — Higher demand and lower supply push prices up.
» Quantity Effect is Uncertain —

e If demand increases more than supply decreases, quantity
rises.

e [f supply decreases more than demand increases, quantity falls.

e If both change equally, quantity remains the same.

/ Example:

e |f demand for wheat increases due to a growing population while a
drought reduces supply, wheat prices rise.

e The total amount of wheat sold may increase, decrease, or stay
the same, depending on which factor is stronger.

“\_ Graphically:

e Demand curve shifts right, supply curve shifts left.
e Price definitely increases, quantity effect depends on the
extent of the shifts.

Summary Table

Scenario Effect on Price Effect on
Quantity
Increase in Both Demand & Uncertain (1, |, or Increases ./
Supply same)
Increase in Demand & Increases »/ Uncertain (1, |, or
Decrease in Supply same)

Would you like a graph to visualize this? ;]
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