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Micro Economics
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Positive Economics

Examples

#1-The law of demand - “If other factors remain constant, if price rises,
demand declines; and if price decreases, demand inclines.”

¥

#2 - Incomeisn’t equalin all countries

~

#3 - When Government levies more taxes on tobacco, people started
smoking less.
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Normative Economics

‘ Example

Weeknrs' wages is 55 per bour . Positive Economica

If workers' wages should be ‘ N tive ot
maore than $10 per hour -
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Positive Economics

“There shouid be “¥ we ralse
nNo homeless., . . - taxes on the
poOr peceie o & rich, the
Sick peopie In : ) mcreased
OuUr Comantry., v \ revenue Tor the
The privieged S government s
izl o | pan;')fzf scnm::&
more about the i ¥ v d S S
) N ; ) everybody more,
I 1S wrong o ' \ oth =e the
Nive arosnd 50 governmment will
seifishily In ouwr U out of
fancy cars.™ - money.™

Normative Economics




Positive

Is, was, will be

Can be

proved

Connects cause
& affects

Descriptive

Based on facts
Tells you what is
Objective

When prices
12, people
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ought to, shouid

Cvange | 4

ie bettes 4
than
preen! P
- ) -

amé.',\ }

Cannot be
proved

Makes recommendations
Not based on lfacts

Tells you should be/have
beaen

Prascriplive
Subjective




S
Positive vs. Normative Economics

o Positive economics is the branch of economic analysis
that describes the way the economy actually warks.

A5tatement of fact
J'what is'

zNormative economics makes prescriphions about the
wigy the econamy Showly wark.

JStatement of Gpinion
2"what ought to be’

ol forecast is a simple predichon of the future,




