
   Class Notes 

Class:                                 XI Unit 1 : Introduction 
 

Subject: Introductory Micro Economics 
 

 

Meaning of microeconomics and macroeconomics 

 Microeconomics studies individuals and business decisions, while macroeconomics analyzes  

the decisions made by countries and governments. 

 Microeconomics focuses on supply and demand, and other forces that determine price levels, 

making it a bottom-up approach. 

 Macroeconomics takes a top-down approach and looks at the economy as a whole, trying 

to determine its course and nature. 

 Investors can use microeconomics in their investment decisions, while macroeconomics is an 

analytical tool mainly used to craft economic and fiscal policy. 

 

Microeconomics Macroeconomics 

                                                                             Meaning 

Microeconomics is the branch of Economics 

that is related to the study of individual, 

household and firm’s behaviour in decision 

making and allocation of the resources. It 

comprises markets of goods and services and 

deals with economic issues. 

Macroeconomics is the branch of Economics that 

deals with the study of the behaviour and 

performance of the economy in total. The most 

important factors studied in macroeconomics 

involve gross domestic product (GDP), 

unemployment, inflation and growth rate etc. 

                                                                         Area of study 

Microeconomics studies the particular market 

segment of the economy 

Macroeconomics studies the whole economy, 

that covers several market segments 

                                                                             Deals with 

Microeconomics deals with various issues like 

demand, supply, factor pricing, product 

pricing, economic welfare, production, 

consumption, and more. 

Macroeconomics deals with various issues like 

national income, distribution, employment, 

general price level, money, and more. 
 

                                                          Business Application 

It is applied to internal issues. 

  

It is applied to environmental and external issues. 

  

                                                                                 Scope 

It covers several issues like demand, supply, 

factor pricing, product pricing, economic 

welfare, production, consumption, and more. 

It covers several issues like distribution, national 

income, employment, money, general price level, 

and more. 



                                                                              Significance 

It is useful in regulating the prices of a product 

alongside the prices of factors of production 

(labour, land, entrepreneur, capital, and more) 

within the economy. 
 

It perpetuates firmness in the broad price level, 

and solves the major issues of the economy like 

deflation, inflation, rising prices (reflation), 

unemployment, and poverty as a whole. 
 

                                                                             Limitations 

It is based on impractical presuppositions, i.e., 

in microeconomics, it is presumed that there is 

full employment in the community, which is 

not at all feasible. 
 

It has been scrutinised that the misconception of 

composition’ incorporates, which sometimes fails 

to prove accurate because it is feasible that what is 

true for aggregate (comprehensive) may not be 

true for individuals as well. 
 

 

 
Positive and Normative Economics 

BASIS FOR 

COMPARISON 
POSITIVE ECONOMICS NORMATIVE ECONOMICS 

Meaning A branch of economics 

based on data and facts is 

positive economics. 

A branch of economics based 

on values, opinions and 

judgement is normative 

economics. 

Nature Descriptive Prescriptive 

What it does? Analyses cause and effect 

relationship. 

Passes value judgement. 

Perspective Objective Subjective 

Study of What actually is What ought to be 

Testing Statements can be tested 

using scientific methods. 

Statements cannot be tested. 

Economic issues It clearly describes 

economic issue. 

It provides solution for the 

economic issue, based on value. 

 

Concepts of production possibility frontier and opportunity cost. 

The Production Possibilities Frontier (PPF) is a graph that shows all the different combinations of  

 output of two goods that can be produced using available resources and technology. The PPF captures  

the concepts of scarcity, choice, and tradeoffs. 



The slope of the PPF indicates the opportunity cost of producing one good versus the other good. 

It is also known as production possibility frontier and transformation curve. it is a tool which can help  

to solve the central economic problems. 

Production Possibility Curve 

 
 

From the given curve following conclusions are drawn :  

(i) PPC is always concave to the origin because of rising MRT (Marginal Rate of Transformation) 

(ii) PPC slopes downward because of inverse relationship, between the production of the 

two goods, i.e. production of both the goods cannot be increased simultaneously 

Shift in the Production Possibility Curve 

The rightward shift of Production Possibility Curve indicates the increase in the resources or  

productive capacity of the economy, which expands production of both the goods. On the other hand,  

the leftward shift of Production Possibility Curve indicates the decrease in the resources or productive  

capacity of the economy, which contracts production of both the goods 

 

Rotation in Production Possibility Curve The Production Possibility Curve will rotate, whenever, 

there will be change in technology i.e. either improvement or deprivation, related to the production of  

one good only. 



 

Opportunity Cost 

Opportunity cost for a commodity is the amount of other commodity that has been foregone in order  

to produce the first or in other  words, it is the cost of the next best (second best) opportunity 

foregone. 

Marginal Opportunity Cost (MOC) or Marginal Rate of Transformation (MRT) 

It is the ratio of number of units of a good ‘Y sacrificed to produce an additional unit of good‘X. 
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