
Economics 
1. Define economics and explain its importance in decision-making for individuals and  
     societies. ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​      
Ans.  Economics is the study of how individuals, businesses, governments, and societies allocate 
their limited resources to satisfy their unlimited wants. It examines how these entities make 
decisions regarding the production, distribution, and consumption of goods and services. 

 
Importance in Decision-Making: 

●​ For Individuals: Economics helps individuals make informed choices 
about how to use their resources (time, money, labor) to maximize their 
satisfaction or utility. For example, deciding whether to spend or save 
money, or choosing between different job offers. 

●​ For Societies: At a societal level, economics guides policy-making to 
promote efficient use of resources, economic growth, and overall 
well-being. Governments use economic principles to decide on tax 
policies, social welfare programs, and resource allocation. 

 
Understanding economics helps both individuals and societies make rational decisions 
that optimize their outcomes, considering constraints and available alternatives. 

 
2. Discuss the key differences between microeconomics and macroeconomics. How do they   
    contribute to understanding the economy as a whole? ​ ​ ​ ​ ​  
     Ans. Microeconomics: Focuses on the behavior of individual agents such as consumers, 
firms,  
     and industries. It studies how these agents make decisions regarding resource allocation,  
     pricing, and production in specific markets. 

●​ Key Areas: Supply and demand, price determination, elasticity, consumer behavior, 
and production costs. 

●​ Example: Analyzing how a price increase in smartphones affects consumer 
purchasing behavior. 

 
Macroeconomics: Examines the economy as a whole, focusing on aggregate indicators and 
the overall economic environment. It looks at economy-wide phenomena such as inflation, 
unemployment, and economic growth. 

●​ Key Areas: Gross Domestic Product (GDP), national income, inflation rates, 
unemployment rates, fiscal policy, and monetary policy. 

●​ Example: Studying how changes in government spending impact national economic 
growth. 

 
Contribution to Understanding the Economy: 

●​ Microeconomics provides insights into how individual decisions shape the 
functioning of specific markets and affect prices and resource allocation. 



●​ Macroeconomics offers a broader perspective, analyzing how aggregate changes 
impact the entire economy, helping in the formulation of policies to stabilize and 
grow the economy. 

 
Together, they provide a comprehensive understanding of both small-scale and large-scale 
economic activities and their interconnections. 

 
 3. Explain the relationship between science, engineering technology, and economic   
    development. How do advancements in these areas contribute to economic growth?   
(CO4) 
 

Relationship: 
●​ Science provides the foundational knowledge and discoveries that drive technological 

innovation. Basic scientific research leads to new theories and applications. 
●​ Engineering Technology applies scientific knowledge to develop practical solutions 

and new technologies. It focuses on designing, building, and maintaining 
technological innovations. 

●​ Economic Development relies on these advancements to improve productivity, create 
new industries, and enhance the quality of life. 

 
        Contribution to Economic Growth: 

i.​ Increased Productivity: Technological advancements streamline production 
processes, reduce costs, and increase output, leading to higher productivity. 

ii.​ Innovation: New technologies create new products and services, leading to the 
development of new markets and industries. 

iii.​ Improved Efficiency: Automation and advanced machinery reduce the need for 
labor-intensive processes, allowing economies to use their resources more efficiently. 

iv.​ Job Creation: Technological advancements often lead to new industries and job 
opportunities, contributing to economic growth and employment. 

v.​ Global Competitiveness: Countries that invest in science and technology can 
compete better in the global market, attracting investment and trade. 

 
4. What is the Production Possibility Curve (PPC)? Illustrate how it represents trade-offs      
    and opportunity costs in an economy. ​ ​ ​ ​ ​ ​  
 

Production Possibility Curve (PPC): A graphical representation that shows the 
maximum possible output combinations of two goods or services an economy can 
achieve when all resources are fully and efficiently utilized. 
 
Illustration of Trade-offs and Opportunity Costs: 

●​ Trade-offs: The PPC illustrates the trade-offs involved in choosing between 
different combinations of goods. If an economy decides to produce more of one 
good, it must produce less of another due to limited resources. For example, 
increasing the production of consumer goods may lead to a decrease in the 
production of capital goods. 



●​ Opportunity Costs: The opportunity cost is the value of the next best alternative 
foregone. On the PPC, moving from one point to another indicates the opportunity 
cost of increasing the production of one good at the expense of another. For 
example, if an economy moves from point A (more consumer goods, fewer 
capital goods) to point B (fewer consumer goods, more capital goods), the 
opportunity cost is the number of consumer goods forgone. 

 
The PPC curve is typically concave due to the law of increasing opportunity costs, which 
states that resources are not equally efficient in producing all goods. 

 
5. Discuss the nature of economic laws. How are they different from laws in the natural    
    sciences, and what challenges are associated with their formulation and application?    
    ​  

Nature of Economic Laws: 
●​ Economic laws are generalizations or principles that describe the behavior of 

economic agents and the relationships between economic variables under certain 
conditions. 

●​ These laws are based on observations and empirical data and are often formulated as 
tendencies or regularities rather than strict rules. 

 
Differences from Natural Science Laws: 

i.​ Predictability and Precision: Laws in natural sciences (e.g., physics, chemistry) 
are typically precise and predictable under specific conditions. In contrast, 
economic laws are less predictable due to the variability of human behavior and 
external factors. 

ii.​ Ceteris Paribus Condition: Economic laws often rely on the "ceteris paribus" 
(all other things being equal) assumption, which isolates one variable to study its 
effect. However, in the real world, many factors change simultaneously, making it 
hard to isolate effects. 

iii.​ Human Behavior: Economic laws deal with human behavior, which is complex 
and influenced by psychological, social, cultural, and institutional factors. This 
variability makes economic laws less deterministic than natural science laws. 

 
Challenges in Formulation and Application: 

i.​ Variability of Conditions: Economic conditions and environments are constantly 
changing, making it difficult to apply economic laws universally. 

ii.​ Assumptions and Simplifications: Economic laws often rely on assumptions 
(e.g., rational behavior, perfect information) that may not hold true in real-world 
scenarios. 

iii.​ Measurement and Data: Accurately measuring economic variables and 
gathering reliable data can be challenging, leading to difficulties in testing and 
validating economic laws. 

iv.​ Influence of Policy and Institutions: Government policies, regulations, and 
institutions can alter economic behavior, making it challenging to apply economic 
laws consistently. 



 
 

 

Short Questions 
Q1: Define economics and explain its relevance to engineering.   

Answer: Economics is the study of how individuals and societies choose to allocate 
scarce resources to satisfy unlimited wants. For engineers, economics is essential as it 
helps in making decisions related to cost-effectiveness, resource management, project 
feasibility, and optimizing design solutions that impact both the economy and society. 
 
Q2: How can the study of economics benefit an engineer?   
Answer: Engineers benefit from economics as it provides them with tools for 
decision-making regarding cost control, budget allocation, resource optimization, and 
profitability. It also enhances their ability to assess the economic feasibility of projects 
and the long-term impacts of engineering solutions on the economy and society. 
 
Q3: Differentiate between microeconomics and macroeconomics.   
Answer: Microeconomics focuses on the behavior of individual agents, such as 
consumers, firms, and industries, and their decision-making processes regarding resource 
allocation. Macroeconomics, on the other hand, deals with the economy as a whole, 
examining large-scale economic factors such as inflation, unemployment, GDP, and 
national income. 
 
Q4: Explain the significance of supply and demand in microeconomics.   
Answer: Supply and demand are fundamental concepts in microeconomics that determine 
the price and quantity of goods and services in a market. The law of demand states that as 
the price of a good decreases, the quantity demanded increases, while the law of supply 
suggests that as the price of a good rises, the quantity supplied increases. The interaction 
of supply and demand establishes market equilibrium. 
 
Q5: Discuss the relationship between technological advancements and economic 
development.   
Answer: Technological advancements drive economic development by increasing 
productivity, improving efficiency, and enabling the creation of new products and 
services. Engineering innovations lead to better infrastructure, communication, and 
transportation, which reduce costs and enhance global trade. Science and technology also 
contribute to human capital development and higher standards of living. 
 
Q6: How does engineering technology impact economic growth?   
Answer: Engineering technology impacts economic growth by creating more efficient 
production processes, reducing wastage, and enabling the automation of tasks. It leads to 



innovations that lower costs, increase output, and create new industries, thereby boosting 
overall economic activity and improving living standards. 
 
 
 
 
 
Q7: What is the Production Possibility Curve (PPC), and what does it represent?   
Answer: The PPC is a graphical representation of the maximum output combinations of 
two goods or services that can be produced with available resources and technology, 
assuming full and efficient utilization of resources. It illustrates the concept of 
opportunity cost, showing the trade-offs between different production choices. 
 
Q8: Explain the significance of the shape of the PPC.   
Answer: The PPC is typically bowed outward (concave) due to the law of increasing 
opportunity costs, which means that as production of one good increases, the opportunity 
cost of producing additional units of that good also rises. This shape reflects the fact that 
resources are not equally efficient in producing all goods. 
 
Q9: What are economic laws, and how do they differ from laws in natural sciences?   
Answer: Economic laws are generalizations based on human behavior that explain how 
people respond to economic incentives. Unlike natural science laws, which are 
universally applicable and consistent, economic laws are less precise due to variations in 
human behavior and social contexts. They often hold true under certain conditions but are 
subject to exceptions. 
 
Q10: Discuss the characteristics of economic laws.   
Answer: Economic laws are based on observations and tendencies rather than certainties. 
They are conditional, relying on the assumption of 'ceteris paribus' (all other things being 
equal). These laws are also normative and descriptive, often influenced by cultural, 
social, and political factors. 
 
Q11. What are economic laws? Provide one example.   

Economic laws are general principles or rules that describe patterns in economic behavior 
under certain conditions. These laws are based on observations and are subject to change 
depending on external factors.   

Example: The Law of Demand states that, ceteris paribus (all else being equal), when the 
price of a good falls, the quantity demanded increases, and when the price rises, the 
quantity demanded decreases. 

Q12. List three fundamental concepts of microeconomics.   

1.​ Opportunity Cost – The cost of forgoing the next best alternative when making a  
decision. 



2.​ Supply and Demand – The relationship between the quantity of a good or service  
producers are willing to sell and the quantity consumers are willing to buy. 

3.​ Marginal Utility – The additional satisfaction or benefit a consumer receives from  
consuming one more unit of a good or service. 

 

Q13.Explain how the time value of money concept is applied in financial decision-    
         making.   
The time value of money (TVM) concept holds that a dollar today is worth more than a 
dollar in the future due to its potential earning capacity. This principle is applied in 
financial decision-making by discounting future cash flows to present value, enabling 
businesses to evaluate the profitability of investments, compare project returns, and make 
informed decisions about capital allocation. 

Q14. How is the payback period method used to evaluate investment projects?   

The payback period method evaluates how long it will take for an investment to recoup 
its initial cost. It calculates the time required for cumulative cash inflows from a project 
to cover the original investment. Although simple, this method does not consider the time 
value of money or cash flows beyond the payback period. 

Q15. Illustrate with an example how capital budgeting helps in making long-term  
         investment decisions.   
Capital budgeting helps businesses evaluate the financial viability of long-term 
investments, such as building a new plant, purchasing equipment, or expanding 
operations.   

Example: A company is considering investing in new machinery that costs $500,000. 
Using capital budgeting techniques like Net Present Value (NPV), Internal Rate of Return 
(IRR), and Payback Period, the company analyzes the expected cash inflows from the 
machinery over its lifetime. If the NPV is positive and the IRR exceeds the cost of 
capital, the investment is deemed profitable. 

Q16. Explain how a change in consumer income affects the demand for normal and 
inferior goods. Provide examples for each type of good.   

- For normal goods, an increase in consumer income leads to an increase in demand. 
Examples include cars, smartphones, and dining at restaurants, as people can afford 
better-quality products.   

- For inferior goods, an increase in consumer income leads to a decrease in demand as 
consumers shift to higher-quality alternatives. Examples include public transportation or 
cheaper grocery items like generic brand products. As income rises, people may choose 
private cars or branded products over these alternatives. 

 

 



 

 

 
Multiple-choice questions (MCQs) 

Q1: What is the primary concern of economics as a discipline?   

A) Maximizing profits   

B) Allocating scarce resources   

C) Minimizing costs   

D) Increasing consumer spending   

Answer: B) Allocating scarce resources 

Q2: Which of the following is a microeconomic concept?   

A) Inflation   

B) National income   

C) Consumer demand   

D) Unemployment   

Answer: C) Consumer demand 

Q3: In a perfectly competitive market, the price is determined by:   

A) The government   

B) Market forces of demand and supply   

C) Individual firms   

D) Consumer preferences   

Answer: B) Market forces of demand and supply 

Q4: What does GDP stand for in macroeconomics?   

A) General Domestic Production   

B) Gross Domestic Product   

C) Global Development Plan   

D) Gross Development Productivity   

Answer: B) Gross Domestic Product 

Q5: Technological advancements contribute to economic growth by:   



A) Increasing government control   

B) Reducing productivity   

C) Increasing efficiency and productivity   

D) Decreasing employment   

Answer: C) Increasing efficiency and productivity 

Q6: Which of the following sectors has benefited most from advancements in engineering  
       technology?   

A) Retail   

B) Manufacturing   

C) Healthcare   

D) All of the above   

Answer: D) All of the above 

Q7: The Production Possibility Curve (PPC) demonstrates the concept of:   

A) Inflation   

B) Economic inefficiency   

C) Opportunity cost   

D) Consumer demand   

Answer: C) Opportunity cost 

Q8: A point inside the Production Possibility Curve (PPC) represents:   

A) Efficient use of resources   

B) Full employment of resources   

C) Underutilization of resources   

D) An unattainable combination of goods   

Answer: C) Underutilization of resources 

Q9: Economic laws are considered less precise than laws in natural sciences because:   

A) They deal with money   

B) Human behavior is unpredictable   

C) They are more complex   

D) They change frequently   

Answer: B) Human behavior is unpredictable 

Q10: Which of the following is an example of an economic law?   

A) Newton's law of motion   



B) Law of demand   

C) Law of gravity   

D) Law of thermodynamics   

Answer: B) Law of demand 

 

Fill in the Blanks 

Q1: Economics is the study of how to allocate ________ resources to satisfy unlimited wants.   
Answer: scarce 

Q2: Engineers use economic analysis to determine the ________ of engineering projects, 
ensuring  
       that resources are used efficiently.   

Answer: feasibility 
Q3: In microeconomics, the interaction of supply and ________ determines the market price of  
       goods and services.  ​ ​ ​ ​ ​ ​ ​       

     Answer: demand 
Q4: Macroeconomics focuses on broad economic indicators such as ________ and national      
       income.   

     Answer: inflation 
Q5: Technological innovations can lead to increased ________ in production processes, reducing  
       costs and increasing output.   

    Answer: efficiency 

Q6: Economic development is often driven by advancements in ________ and engineering      
       technologies that improve living standards.   

       Answer: science 
Q7: The Production Possibility Curve (PPC) represents the trade-offs between the production of  
        two goods and illustrates the concept of ________ cost.   

Answer: opportunity 

Q8: A point outside the PPC is considered ________ with the current level of resources and  
       technology.   

          Answer: unattainable 

Q9: Economic laws are based on human behavior and are generally ________, meaning they 
hold  
       true under certain conditions.   

Answer: conditional 
Q10: The law of ________ states that, ceteris paribus, as the price of a good increases, the 
quantity  
        demanded decreases.   

      Answer: demand 
 

 


