ASSIGNMENT-1 
BUSINESS ECONOMICS (MACRO)
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18) Net domestic income =GDP – capital depreciation
= 9000+1800+28000+10000+24000-1700
=71,100
	Gross Domestic Income= 9000+1800+28000+10000+24000
				= 72800
	Net National income = GNI-depreciation
				=72800-300-1700
				= 70800
19) Plastic is a social cost because it causes environmental pollution. Individuals are using plastic as it is convenient for them. That is why Marginal Social Cost (MSC) differs from Marginal Personal Cost (MPC).
2. Plastic usage increase environmental pollution and animals die due to consumption of these products.
Therefore, there is Marginal external Cost need to be placed to keep water bodies clean and to protect animals from consumption of plastic.
3. The external cost of consumption causes the level of output to be above socially optimum level. From society’s point of view, too many plastic bags are being produced and consumed which results in a dead weight welfare loss caused by overconsumption. 

20) Short Run Aggregate supply: it is a graphical model that shows the positive relationship between the aggregate price level and amount of aggregate output supplied in an economy. The SRAS curve shows that a higher price level leads to more output. 
Aggregate supply slopes up in the short run because at least one price is inflexible. 
SRAS also tells us there is a short run trade-off between inflation and unemployment. Because higher inflation leads to more output, higher inflation is also associated with lower unemployment in the short run. 
21) (i) Negative externality: When certain goods are consumed, such as demerit goods, negative effects can arise on third parties. For examples: cigarette smoking, which can create passive smoking; drinking excessive alcohol, which can spoil a night out for others; and noise pollution. When goods or services have negative externalities, there is a market failure. This is because individuals fail to consider the costs to other people.
To get a more socially efficiency, the government could try to tax the goods with negative externalities. This means that consumers pay almost the full social cost.

22) Actual economic growth is measured by the annual percentage change in a country’s real national output (GDP).
Potential economic growth is also known as trend growth and is measured by the estimated annual change in a country’s potential level of national output. 

23) The national income of a country can be measured by three alternative methods: (i) Product Method (ii) Income Method, and (iii) Expenditure Method.

