
ASSIGNMENT INTRODUCTION TO MICRO ECONOMICS

Following the reading assignments are the lecture notes for each chapter. The final section David A. Dilts, Introduction
to Microeconomics, E Fort Wayne: .

Let us further assume that in the country where you are residing, the problem of Inflation Inflation is an
economic problem in which an economy experiences continous and persistent rise in prices of goods and
services being sold in the economy emerges and this disturbs the monthly household budget of your mother.
Therefore, if price increases, the quantity demanded falls, and vice versa. Similarly, microeconomic theory of
demand,supply etc helps in understanding the exchange rate determination process in the foreign exchange
market. This is on account of the fall in the value of money and thus real income due to continous and
persistent rise in prices In this case the resource allcation exercise which your mother undertakes is subject
matter microeconomic theory while the problem of Inflation is part of study of Macroeconomic theory. Again,
this assumption of ceteris paribus, is unrealistic in the real markets. Figure 1: Demand curve For any change in
price, there is an inverse change in quantity demanded. Although it is difficult to make generalisations across
all oligopolistic markets, it is frequently noted that their characteristics include complex use of product
differentiation, significant barriers to entry and a high level of influence on prices in the market place. Cross
elasticity is the responsiveness of quantity demanded or supplied of good X to a change in price of good Y.
This law states that if we keep on adding variable factors of production such as labour to fixed factors such as
land , we will get proportionally less output from each additional unit of factor added until, eventually, overall
output will start to decrease with each additional unit of factor added. However, some financial markets
approximate to this extreme model, and there is no doubt that in some fields of commerce the development of
the internet as a trading platform has made the markets for some products, if not perfectly competitive, then
certainly less imperfect. This means an economic system having 'No government intenvention'. Therefore, the
supply curve â€” when holding other influences constant â€” will slope upwards from left to right, as
illustrated in Figure 2. But perhaps you're asking, what's my incentive to learn economics? Instead of paying
the captains for each prisoner who embarked to Australia, the government would pay the captains only for the
prisoners who arrived alive. Well, that's a great question. It discusses how given resources can be allocated for
production in order to ensure maximization of profit or minimization of cost for a firm. Microeconomics
studies and analyzes individual human being, household, firm, industry etc behaviour with respect to issues
like production, consumption, distribution, price determination etc. While these generalisations are useful, it is
important to remember that economic behaviour is based on human decisions, and so we can never predict
fully how people will act. Price elasticity of demand occurs when an increase in price leads to a reduction in
total revenue p x q between those two points on the demand curve, and price inelasticity occurs when an
increase in price leads to an increase in total revenue. Supply Supply refers to the quantity of goods and
services offered to the market by producers. Consumers demand goods and services and producers offer these
for sale, but nobody can take everything they want from the economic system. Similarly, if the Government of
a country wishes to discourage consumption of certain Goods then it can impose very high taxes on such
category of Goods. In other words, you will be able to satisfy only some of your desires and requirements and
not all as you have limited means or resources. Before any formal thought was given to this, traders soon
discovered that if they fixed their prices too low they would soon run out of inventory, while if they set their
prices too high they would not sell what they had produced. Thus, we can say that you have limited monetary
resource of Rs. For whom to produce? This is so because the Government understands that consumer demand
for such products is inelastic and high tax rate on such goods will result in higher tax collection for the
Government and thus Government comes out with the policy of high taxes on such commodities. On the other
hand Macroeconomics looks at a larger picture and is study of economy as a whole. Our Tutors are well
equipped with tools for Microeconomics Help to teach all the topics in microeconomics ranging from simple
consumer choice theory, producer choice theory to advanced level of general equilibrium analysis and game
theoretic analysis of market structure. It's the study of human action, how people make choices, and how they
should make choices under scarcity.


