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Micro Economics

(Module-I: Theory of Consumer Behaviour and Production)

Alfred Marshall theory of Demand — Concept of Elasticity of demand: Price, Income and Cross
Elasticities — Indifference curve analysis — Revealed Preference Theory — Theory of Production:
Production Function, Law of Variable Proportions, Returns to Scale — Cost Curves: Fixed and
Variable costs, Total, Average and Marginal cost curves — Revenue: Total, Average, Marginal
Revenue and their interrelationship.

(Module-II: Market Structures and Pricing)

Classification of Markets — Perfect Competition: Features, Short run and long-run equilibrium of
the firm and industry — Monopoly: Short run and long-run Equilibrium of the firm - price
discrimination — Monopolistic Competition: Chamberlin’s Group equilibrium — Product
differentiation and Selling costs — Oligopoly: Price determination under Oligopoly.

(Module-III: Theory of Distribution]

Ricardian theory of Rent, Quasi rent — Wage fund theory and Subsistence theory — Marginal
Productivity theory of wages — Loanble fund theory and Keynes liquidity preference theory of
Interest — Dynamic and Innovation theories of profit.

(Module-IV: General Equilibrium and Welfare Economics)

Partial equilibrium and general equilibrium - Walrasian General Equilibrium - Welfare Criteria:
The Paretian Optimality - Hicks and Kaldor Compensation Criteria - Pigovian Welfare Economics

Reading List

1. Ahuja, H.L. (2000), Advanced Economic Theory: Micro Economic Analysis, S.Chand
&Company Ltd, New Delhi.

2. Archibald GC. (Ed.), (1971), Theory of the Firm, Penguin, Harmondsworth.

Baumol, W.J. (1982),Economic Theory and Operations Analysis, Prentice Hal of
India,New Delhi

4. Borch, K.H. (1968), The Economic of Uncertainty, Princeton University Press, Princeton.

Dacosta, G.C (1980), Production, Prices and  Distribution, Tata Mc Graw Hill, New
Delhi.

6. Dimond and Roths Child (Ed), (1978), Uncertainty in Economics, Academic Press, New
York.

7. Hirshleiefer, Jand Glazer (1997), Price theory and Applications, Prentice Hall of India,
New Delhi.

8. John Von Neumann and Oskar Morgenstern,(1947), Theory of Games and Economic
Behavior, (2" Edition), Princeton University Press, Princeton.

9. Samuelson & Nordhaus.D.W, Micro-economics, McGraw-Hill/Irwin
10. Koutsoyiannis. A. (1979), Modern Economics, (2" Edition), Macmillan Press, London.
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Micro Economics
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(Module-I: Theory of Consumer Behaviour and Production)

Module Objectives

Introduction

Utility

1.2.1 Characteristics of Utility

1.2.2  Types of Utility

1.2.3  Kinds of Utility

Cardinal Utility Approach

1.3.1  Assumptions of Cardinal Utility Analysis
1.3.2 Cardinal and Ordinal Approach

Diminishing marginal utility

1.4.1 Law of Diminishing Marginal Utility

1.4.2  Causes of Diminishing Marginal Utility

1.4.3 Limitations of the Law

1.4.4  Uses of the Law of Diminishing Utility

1.4.5 Exceptions of the Law of Diminishing Utility
1.4.6 Issues

Law of Equi-Marginal Utility or Principle of Substitution
Ordinal Utility Approach

Demand

2.1.1 Demand Function

2.1.2 Demand Schedules

2.1.3 Determinants of Demand

Types of Demand

Law of Demand

2.3.1 Characteristics of Law of Demand

2.3.2  Exceptions to the Law of Demand

2.3.3 Reason for Downward Sloping Demand Curve
2.34 Changes in Demand Curve

Elasticity of Demand

2.4.1 Importance of Elasticity of Demand

2.4.2 Factors affecting Elasticity of Demand

2.4.3 Price Elasticity

2.4.4 Degrees of Price Elasticity

2.4.5 Factors Determining Price Elasticity of Demand
Measurement of Price Elasticity of Demand

2.5.1 Importance of Price Elasticity of Demand
Income Elasticity of Demand

2.6.1 Degrees of Income Elasticity of Demand
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35
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50
56
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29

2.10

3.1

32

33
34

3.5

3.6
3.7

3.8

2.6.2 Measurement of Income Elasticity

2.6.3 Importance of Income Elasticity

Cross Elasticity of Demand

2.7.1 Types of Cross Elasticity of Demand

2.7.2 Measurement of Cross Elasticity of Demand

2.7.3 Limitations of Cross Elasticity of Demand

Importance of Elasticity of Demand

2.8.1 Advertising Elasticity of Demand or Promotional Elasticity of Sales
Indifference Curve Analysis

2.9.1 Indifference Curve Schedule

2.9.2 Indifference Curve

2.9.3  Criticism of Indifference Curve

Theory of Revealed Preference

2.10.1 Axioms

2.10.2 Derivation of Ordinary Demand Function

2.10.3 Determination of the Sign of Substitution Effect

2.10.4 Demand Function is Homogeneous of Degree Zero
Meaning of Production

3.1.1 Factors of Production

3.1.2 Importance of Production

Production Function

3.2.1 Features of Production Function

3.2.2 Usefulness of Production Function

3.2.3  Variation of Product in Short Run

3.2.4 Types of Production Function

Fixed and Variable factors

Law of Variable Proportion

3.4.1 Three Stages of the Law of Variable Proportions

3.42 Causes of Applicability

34.3 Applicability of the Law of Variable Proportions

Returns to a Factor or Laws of Returns

3.5.1 Law of Diminishing Returns or Law of Increasing Costs
3.5.2 Law of Increasing Returns or Law of Diminishing Costs
3.5.3 Law of Constant Returns or Law of Constant Costs
3.54 Importance of the Law of Diminishing Returns

3.5.5 The Law of Diminishing Returns Applicable to Agriculture
3.5.6 The Law of Increasing Returns Operates in Industry Only
Law of Returns to Scale

Production Function-ii With Two Variables or Iso — Quant Analysis
3.7.1 Properties of ISO-Product Curves

Iso - Cost Line

3.8.1 Marginal Rate of Technical Substitution (MRTYS)

60
61
61
62
63
64
64
65
66
67
68
71
71
72
72
74
76
77
78
87
87
88
89
90
90
94
94
97
98
929
929
100
103
106
108
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120
122
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3.14
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4.0
4.1
4.2
43

44

4.5

Producer’s Equilibrium

Cost

3.10.1 Types of Costs

3.10.2 Cost Function

3.10.3 Assumptions of the Cost-Function
Traditional Theory of Costs

3.11.1 Short-run Costs of The Traditional Theory
3.11.2 Relation Between AC and MC

3.11 .3 Long run Cost Curves

3.11.4 Average Cost in the Long Run: Smooth Envelope Case

3.11.5 Economies and Dieconomies of Scale
3.11.6 Modern Theories
Revenu Analysis

3.12.1 Relationship between AR, MR and TR - a Diagrammatic Illustration

3.12.2 Relationship between AR, MR and TR
3.12.3 Revenue Curves Under Different Markets
Check Your Progress

Outcomes

Key Terms

Answer to ‘Check Your Progress’

Questions and Exercise

Further Readings

(Module-II: Market Structures and Pricing)

Module Objectives

Introduction

Concept of Market

4.2.1 Classification of Markets

Perfect Competition

43.1 Equilibrium under Perfect Competition

Market Price under Perfect Competition

44.1 Market Period

4.4.2 Pricing in the Short Run-Equilibrium of the Firm
4.4.3 Pricingin the Long Run

444 Price Determination Under Perfect Competiton
44.5 Marginal Revenue and Marginal Cost Approach
4.4.6 Advantages of Perfect Competition

4.4.7 Disadvantages of Perfect Competition

4.4.8 Perfect Competition vs Pure Competition

44.9 Difference Perfect Competition and Monopoly
Monopoly

4.5.1 Major Characteristics/Features of Monopoly
4.5.2 Sources of Monopoly Power

123
125
125
129
130
131
131
135
136
137
142
143
147
148
150
154
157
158
158
159
160
162

169
169
169
171
173
174
175
175
177
179
181
183
185
186
186
187
187
188
188




4.6

4.7
4.8

4.9
4.10

4.11

4.12
4.13
4.14

4.17
5.0

5.1
52

53

453
454

455
45.6
4.5.7
458
459
4.5.10

Pricing and Output Decisions under Monopoly

Short-Run and Long-Run Equilibrium under Monopoly Price Determination

under Short Period or Short-run Equilibrium

Determination of Long-run Price or Long-run Equilibrium
Monopoly Equilibrium and Law of Costs

Advantages of Monopoly

Disadvantages of Monopoly

Natural Monopoly

Difference between Monopoly and Monopolistic Competition

Price Discrimination by Monopoly

4.6.1
4.6.2

Necessary Conditions for Price Discrimination
Degrees of Price Discrimination

Monopolistic Competition
Chamberlin’s Approach to Equilibrium

4.8.1
482
4.8.3

Model 1
Model 2
Model 3

Selling Costs
Oligopoly

4.10.1
4.10.2

Features of Oligopoly
Causes for the Existence of Oligopoly

Price and Output Determination Under Oligopoly

4.11.1
4.11.2
4113

Cournot’s Model
Stackelberg’s Model
Paul Sweezy Model: Kinked Demand Curve Analysis

Check Your Progress

Outcomes

Key Terms

4.15 Answer to ‘Check Your Progress’
4.16 Questions and Exercise

Further Readings
Module-III: Theory of Distribution ]
Module Objectives
Introduction
Rent
5.2.1 The Ricardian Theory of Rent

522

Quasi Rent

Theory of Wage

53.1
532
533
534

The Subsistence Theory of Wages

The Standard of Living Theory of Wages
The Wage Fund Theory

Marginal Productivity Theory of Wages

189

191
193
194
196
196
197
198
199
200
200
202
204
205
206
207
208
211
212
213
214
214
216
218
224
224
224
225
226
226

232
232
232
233
237
239
240
241
242
244
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6.0
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6.2
6.3

6.4

6.5

6.6

6.7
6.8
6.9
6.10
6.11
6.12
6.13
6.14

( viii )

Interest Theory
5.4.1 Classical Theory of Interest
5.4.2 Neo-Classical or Loanable Funds Theory of Interest
5.4.3 Keynes’ Liquidity Preference Theory of Interest
Profit Theory
5.5.1 The Dynamic Theory
5.5.2 The Innovation Theory
5.5.3 The Risk Theory
5.54 The Uncertainty-Bearing Theory
Check Your Progress
Outcomes
Key Terms
Answer to ‘Check Your Progress’
Questions and Exercise
Further Readings
( Module-IV: General Equilibrium and Welfare Economics )
Module Objectives
Introduction

Meaning of Equilibrium

Static and Dynamic Equilibrium

6.3.1 Static Equilibrium

6.3.2 Dynamic Equilibrium

Partial and General Equilibrium

6.4.1 Partial Equilibrium

6.4.2 General Equilibrium

The Walrasian System

6.5.1 A Graphical Treatment of the Two-Factor, Two-Commodity,
Two-Consumer ( 2x2x2 ) General Equilibrium Model

6.5.2  General Equilibrium and the Allocation of Resources

6.5.3 Factor Ownership and Income Distribution

Welfare Economics

6.6.1 Nature of Welfare Economics

6.6.2 Pigovian Welfare Economics and Externalities

Pareto Optimality Theory

Kaldor-Hicks Compensation Principle

Check Your Progress

Outcomes

Key Terms

Answer to ‘Check Your Progress’

Questions and Exercise

Further Readings

244
244
246
248
252
252
253
254
255
256
256
256
257
257

258

264
264
264
268
268
269
272
272
273
283

284
285
288
289
289
294
304
309
320
320
321
321
322
322
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Macro Economics

(Module-l: National Income, Consumption Behaviour and Investment)

Circular Flow Of Income — Concepts of National Income —Methods and problems of Estimation
—National Income Statistics of India — Consumption Function — Keynes Psychological Law of
Consumption - Implications of the law — Theories of aggregate consumption: Absolute Income
Hypothesis, Relative Income Hypothesis, Life Cycle Hypothesis, Permanent Income Hypothesis)
— Investment — Determinants of Investment — Marginal Efficiency of Capital — Accelerator
principle

(Module-II: Business Cycles and Unemployment )

Business Cycles — Models of Samuelson, Hicks Kaldor, Schumpeter, and Keynes — Meaning of
Unemployment — Types of Unemployment — Wage-unemployment relationship, Adaptive
expectations and rational expectations hypothesis.

(Module-III: Inflation )

Meaning of Inflation, Theories of Inflation, Demand pull or Monetary theory of inflation — Cost
Push Inflation — Demand pull Vs Cost push inflation — Inflationary gap Stagflation — The Phillips
Curve — The Relationship between Unemployment and Inflation Tobin’s modified Phillips Curve
— Causes of inflation — Effects of inflation — Measures to Control Inflation

( Module-1V: Keynesian Macroeconomic Theory]

Determination of output and employment — Classical approach, Keynesian approach — Significance
of the Keynesian Theory — supply side Economics — Relevance of Keynesian Economics to
Underdeveloped Economies — Criticism of Keynesian Theory

Refading List

1.  Ahuja HL, “Advanced Economic Theory — Microeconomic Analysis”, Sultan Chand and
Co. Ltd., New Delhi, 2000.

Blanchard Olivier & Fischer Stanley. Lectures on Macroeconomics, MIT Press, Cambridge.
Hicks, J.R., The crisis in Keynesian Economics, Oxford University Press, New Delhi, 1974.
Lewis M. K. and P.D. Mizen, Monetary Economics, Oxford, 2000.

Levacic, R. and A. Rebman: Macroeconomics: An Introduction to Keynesian and Neo-
Classical Controversies.

Mankiw, G &Romer D, “New Keynesian Economics” Vol-1 & 2, The MIT Press, Cambridge.

Rao, V.K.R.V.,, India’s National Income: 1950 to 1980, Sage Publications, New Delhi,
1983.

Shapiro, E., Macroeconomic Analysis, Galgotia Publications, New Delhi, 1996.

9. Samuelson and Nordhaus, “Economics”, Tata McGraw-Hill Pub. Co. Ltd., New Delhi,
2002.

10. Thorn, R.S. Edited, “Monetary Theory and Policy” Praeger Publishers, New York, 1976.
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Macro Economics
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(Module-l: National Income, Consumption Behaviour and Investment ]

Module Objectives

Introduction

Circular Flow of Income

1.2.1  Types of Circular Flows

1.2.2  Circular Flow of Income in the Two-Sector Economy
1.2.3  Circular Flow of Income with Financial Market

1.2.4 Leakages and Injections

1.2.5 Circular Flow of Income in the Three-Sector Economy
1.2.6  Circular Flow of Income in the Four-Sector Model
National Income Analysis

1.3.1 Meaning of National Income

1.3.2  Circular Flow of Income

1.3.3 Concepts of National Income

1.3.4 Methods of Estimation of National Income (NI)

1.3.5 Factors Affecting National Income

1.3.6  Uses of National Income

1.3.7 Difficulties of Measurement of National Income

1.3.8  Uses of National Income Statistics

Consumption Function

1.4.1 Properties or Technical Attributes of the Consumption Function
1.4.2  Significance of MPC

Keynes Psychological Law of Consumption

1.5.1 Implications of the Law

Theory of Agrregate Consumption

1.6.1 Absolute Income Hypothesis

1.6.2 Relative Income Hypothesis

1.6.3 Life Cycles Hypothesis

1.6.4 Permanent Income Hypothesis
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1.7

1.8

1.9

1.10
1.11
1.12
1.13
1.14
1.15

2.0

2.1
2.2

23

Investment
1.7.1  Three Elements of Investment
1.7.2  Types of Investment
1.7.3 Measures to Stimulate Private Investment
1.7.4  Factors Affecting Investment or Determinants of Investment
1.7.5 Determination of the Rate of Interest
Marginal Efficiency of Capital
1.8.1 Factors Influencing the Marginal Efficiency of Capital
1.8.2 Relation between Investment and Saving (S =1)
1.8.3 Investment Criteria for Economic Development
Theory of Interest-Multiplier and Accelerator
1.9.1 Keynesian Liquidity Preference Theory of Interest
1.9.2  Multiplier and Accelerator
1.9.2.1 Income or Investment Multiplier
1.9.2.2 Accelerator
1.9.3 The Acceleration Principle
1.9.4  Acceleration Coefficient
1.9.5 Significance of the Acceleration Theory
Check Your Progress
Outcomes
Key Terms
Answers to ‘Check Your Progress’
Questions and Exercise

Further Readings

[Module-II: Business Cycles and Unemployment)
Module Objectives

Introduction

Trade Cycles

2.2.1 Types of Cycles

2.2.2  Phases of a Business Cycle
Samuelson Theory of Trade Cycle

31
32
32
33
33
35
36
37
39
40
42
42
43
43
44
45
46
47
48
48
48
49
49
50

56
56
56
57
58
61
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2.5
2.6
2.7
2.8

29

2.10

2.11

2.12
2.13
2.14
2.15
2.16
2.17

3.0
3.1
32

Hicks Theory of Trade Cycle

Kaldor Theory of Trade Cycle

Schumpeter’s Theory of Innovations

Keynes’s Theory of the Trade Cycle

Unemployment

2.8.1 Measurement of Unemployment

2.8.2  Causes of Unemployment

2.8.3  Effects of Unemployment

2.84 Measures to Reduce Unemployment

Wage

2.9.1 Definition of Wages Under Various Labour Legislation

Adaptive Expectations Hypothesis

2.10.1 Algebraic Treatment of Adaptive Expectations

2.10.2 Limitations of Adaptive Expectations Hypothesis

2.10.3 Advantages of Adaptive Expectations Hypothesis

Concept of Rational Expectations

2.11.1 Assumptions of Rational Expectations

2.11.2 Algebraic Expression of Rational Expectations

2.11.3 Implications of Rational Expectations Hypothesis

2.11.4 Limitations of Rational Expectations Hypothesis
Check Your Progress

Outcomes

Key Terms

Answers to ‘Check Your Progress’

Questions and Exercise

Further Readings

[ Module-IIT: Inflation ]

Module Objectives
Introduction
Concept of Inflation

3.2.1 Types of Inflation

65
69
71
73
76
78
79
82
83
84
87
92
92
93
94
95
96
96
98
929
100
100
100
101
101
102

108
108
109
109




33
3.4
3.5

3.6
3.7
3.8

3.9

3.10

3.11
3.12
3.13
3.14
3.15
3.16

4.0
4.1
42
43

44
45
4.6

Theories of Inflation

Demand Pull Vs Cost Push Inflation
Costs of Inflation

3.5.1 Control of Inflation

Stagflation

Phillips Curve

Unemployment

3.8.1 Natural Rate of Unemployment
Inflation and Unemployment: The Phillips Curve
3.9.1 Tobin’s Modified Phillips Curve
Causes of Inflation

3.10.1 Effects of Inflation

3.10.2 Measures to Control Inflation
Check Your Progress

Outcomes

Key Terms

Answer to ‘Check Your Progress’
Questions and Exercise

Further Readings

[Module-IV: Keynesian Macroeconomic Theory]

Module Objectives

Introduction

The Classical Approach

Output and Employment in the Classical System
4.3.1 Production Function

4.3.2 Labor Demand

4.3.3 Labor Supply

Equilibrium Level of Output and Employment
Aggregate Supply Function

Keynesian Approach

4.6.1 Equilibrium and Aggregate Demand

111
116
118
122
123
129
130
131
132
134
135
136
137
140
140
140
141
141
142

148
148
148
150
150
151
152
154
156
157
158
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4.8

4.9

4.10

4.11

4.12
4.13
4.14
4.15
4.16
4.17
4.18

( viii )

Consumption Function
4.7.1 Relationship between Consumption and Aggregate Demand
4.7.2  Formula for Equilibrium Output
Multiplier
4.8.1 Concept of Multiplier
4.8.2 Investment Multiplier
4.8.3 Limitations of Multiplier
The Keynesian Theory of Income, Output and Employment
4.9.1 Significance of Keynesian Theory
Supply Side Economics
4.10.1 Features of Supply-Side Economics
4.10.2 Policy Prescriptions of Supply-Side Economics
4.10.3 Criticisms of Supply-side Economics
Relevance of Keynesian Economics to Underdeveloped Economies
4.11.1 Applicability of Keynes’ Theory to Underdeveloped Countries
4.11.2 Keynesian Assumptions and Underdeveloped Countries
4.11.3 The Keynesian Tools and Underdeveloped Countries
Criticism of Keynesian Theory
Check Your Progress
Outcomes
Key Terms
Answer to ‘Check Your Progress’
Questions and Exercise

Further Readings

159
161
161
162
163
164
165
166
169
172
173
175
177
178
178
179
180
184
186
186
187
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188
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Public Finance

(Module-I: Objectives and Principles of Public Finance]

Meaning, Definitions, Origin and Scope of Public Finance — Objectives of Public Finance —
Functions of Modern State — Classical, Keynes and Musgrave views on the Theory of the Public
Finance — Principle of Maximum Social Advantage - Ability to Pay Theory.

(Module-II: Public Revenue and Principles of Taxation)

Sources of Public Revenue: Tax and Non-Tax Revenue - Direct and Indirect Taxes — Merits and
Demerits of Direct Taxes — Merits and Demerits of Indirect Taxes - Canons of Taxation -
Characteristics of a Good Tax — Progressive, Proportional, Regressive and Digressive Taxes —
Effects of Taxation.

[Module-III: Public Expenditure and Public Debt)

Role of Public Expenditure — Causes for the Growth of Public Expenditure — Principles of Public
Expenditure - Wagner’s Law of Increasing State Activities - Peacock and Wiseman Hypothesis
- Public Debt: Objectives of Public Debt — Sources of Public Debt : Internal and External Sources
— Economic effects of Public Debt - Public Debt in India.

[Module-IV: Federal Finance and Budgets ]

Principles of Federal Finance — Transfer of Financial Resources from Centre to States - Finance
Commission — Functions of Finance Commission -Recommendations of 15" Finance Commission
(Latest) — Trends in Central finances in India - Trends in State finances in India -Analysis of the
Union Budget (Latest) —Analysis of A.P. State Budget ( Latest ).

References

1. Musgrave, Richard A. and Musgrave Peggy B, Public Finance in Theory and Practice,
Mc Graw-Hill, 5" Edn. 1989.

2. Dalton, Hugg, Public Finance
3. Tyagi, B.P. Public Finance, Jai Prakash Nath Publications, Meerut, U.P.

4. Sundaram, K.P.M and Andley, K.K, Public Finance -Theory and Practice, S.Chand &
Company Ltd, New Delhi.

5. Om Prakash, Public Economics-Theory and Practice, Vishal Publishing Company, New
Delhi.

6. Amaresh Bagchi, Readings in Public Finance, Oxford University Press, New Delhi.
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Public Finance

(Module-l: Objectives and Principles of Public Finance )

1.0 Unit Objectives
1.1 Introduction

1.2 Meaning of Public Finance

1.2.1
1.2.2
1.2.3
1.2.4
1.2.5
1.2.6
1.2.7
1.2.8
1.2.9
1.2.10
1.2.11
1.2.12
1.2.13

Public Finance in India

Subject Matter of Public Finance
Scope of Public Finance
Components of Public Finance
Importance of Public Finance
Objectives of Public Finance
Functions of Public Finances
Types of Public Finances

Public Finance VS Private Finance
Market Failure

Public Goods and Private Goods
Externality

Efficiency Versus Equity

1.3 Functions of Modern State
1.4 Theory of Public Finance

1.5 Principle of Maximum Social Advantage

1.5.1

Criticism of the Principle of Maximum Social Advantage

1.6  Ability to Pay Theory

1.6.1

Ability to Pay Approach

1.7 Check Your Prograss
1.8 Outcomes

1.9 Key Terms

1.10 Answers to ‘Check Your Prograss’

1.11 Questions and Exercise
1.12 Further Readings

( Module-II: Public Revenue and Principles of Taxation )

2.0 Module Objectives
2.1  Introduction
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22

23

24

2.5

2.6
2.7
2.8
29
2.10
2.11
2.12
2.13
2.14
2.15
2.16

3.0
3.1
32

Sources of Public Revenue

2.2.1 Direct Taxes

2.2.2  Indirect Taxes

Non-tax Revenue

2.3.1 Sharing of Receipts with States
Direct Taxes

24.1 Types of Direct Taxes
2.4.2 Merits of Direct Taxes
2.4.3 Demerits of Direct Taxes
Indirect Taxes

2.5.1 Types of Indirect Taxes
2.5.2  Merits of Indirect Taxes
2.5.3 Demerits of Indirect Taxes
2.5.4 Difference between Direct and Indirect Taxes
Role of Direct and Indirect Taxes
Cannons of Taxation
Characterstics of Good Tax

Types of Taxes

Effects of Taxation

Check your Prograss

Outcomes

Key Terms

Answers to ‘Check your Prograss’
Questions and Exercise

Further Readings

( Module-III: Public Expenditure and Public Debt ]

Module Objectives

Introduction

Public Expenditure Management

3.2.1 Objectives

3.2.2  Objectives of Public Expenditure
3.2.3 Principles of Public Expenditure

43
43
46
48
50
52
52
52
55
58
58
58
59
60
60
62
64
67
70
73
73
73
75
75
76

82
82
82
83
83
84




3.2.4 Importance of Public Expenditure 86

3.2.5 Public Expenditure and Governance 87
3.2.6 Classification of Public Expenditure 88
3.3 Role of Public Expenditure 90
3.4 Causes for Growth of Public Expenditure 91
3.5 Wagner’s Law of Increasing State Activities 94
3.5.1 Statement of the Hypothesis 94
3.5.2 Graphic Presentation of the Wagner Hypothesis 97
3.5.3 Criticism of Wagner’s Hypothesis 98
3.6 Peacock and Wiseman Hypothesis 99
3.7 Public Debt 100
3.7.1 Objectives of Public Debt/Borrowing 101
3.7.2 Classification of Public Debt 102
3.7.3 Advantages and Disadvantages of the Public Debt 104
3.8 Sources of Public Debt 106
3.8.1 Sources of Public Debt in India 107
3.9 Impact of Internal Public Debt 110
3.9.1 On Consumption and Investment 111
3.9.2  On Production and Distribution 111
3.9.3 On Private Sector 112
3.9.4 On Resource Allocation and National Income 112
3.9.5 On Liquidity and Money Market 113
3.9.6 Impact of External Public Debt 113
3.10 Economic Effects of Public Debt 114
3.11 Public Debt in India 115
3.11.1 Growth of Public Debt 117
3.11.2 Problems of Public Debt 118
3.12 Check Your Prograss 118
3.13 Outcomes 118
3.14 Key Terms 118
3.15 Answers to ‘Check Your Prograss’ 119
3.16 Questions and Exercise 119
3.17 Furteher Readings 120
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4.0
4.1
42
4.3
44

4.5

4.6
4.7

4.8

4.9

4.10
4.11
4.12
4.13
4.14
4.15

( viii )

[Module-IV: Federal Finance and Budgets ]
Module Objectives

Introduction

Fiscal Federalism

Principles of Federal Finance

Transfer of Financial Resources from Centre to States

4.4.1 Economic Rationale for Centralstate Transfer of Grants
4.4.2 Centre-State Financial Relations

443 Recent Reforms in Fiscal Federalism in India and their Impact
Finance Commission

4.5.1 Functions of the Finance Commission (FC)

4.5.2 Fourteenth Finance Commission (FC XIV)

4.5.3 The Fifteenth Finance Commission

Trends in Central Finances in India

Trends in State finances in India

4.7.1 State Level Fiscal Reforms

4.7.2  AsofJanuary 2022, Several Trends were Shaping the Finances of States in India
Analysis of Union Budget

4.8.1 Priorities of Budget 2023-24

4.8.2 Status of Fiscal Management

4.8.3 Reforms Proposed in Direct Taxation

4.8.4 Reforms Proposed in Indirect Taxation

Analysis of AP State Budget

49.1 Analysis of AP State Budget

Check your Prograss

Outcomes

Key Terms

Answers to ‘Check your Prograss’

Questions and Exercise

Further Readings

126
126
127
127
129
131
133
133
134
135
136
137
138
141
144
145
146
147
152
153
154
155
158
160
160
161
163
163
164
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History of Economic Thought

[ Module-I: Pre-Classical Economy }

Why study the history of economics? — Nature and Scope of Economic Thought — Mercantilism:
Economic Theories and Policies — Physiocracy: Natural Order, Agriculture and Product net,

Social Classes.

[ Module-II: Classical Economy J

Adam Smith: The Causes of the Wealth of Nations, Theory of Value, Laissez-faire — Karl Marx:
Dynamics of social change. — Thomas Robert Malthus: Theory of Population —J.B. Say: Law &
Market

( Module-III: The Marginalist School ]

W. S. Jevons: Theory of value — Carl Menger: Theory of Goods — Leon Walras: Marginal Theory
of Value and General Equilibrium Theory — Alfred Marshall: Principles of Economics

[ Module-1V: Indian Economic ThoughtJ

Early economic ideas: Kautilya- Modern economic ideas: Naoroji and Ranade; Dr. B.R.

Ambedkar’s Economic idea’s.
Reading List
1. Erice Roll, A History of Economic Thought, Faber and Faber Ltd. London, 1992.

2. Steven G Medema, yWarren J. Samuels, The History of Economic Thought: A Reader,
Routledge, London, 2013.

3. Haney, Lewis H: History of Economic Thought (4™ Edn) Macmillan, 1949.

4.  Ajit Dasgupt, A History of Indian Economic Thought, Routledge, London, 1993.

5. Bhatia, H.L., History of Economic Thought, Vikas Publishing House, New Delhi, 2009.
6. Hajela, T. N., History of Economic Thought, Ane Books Pvt. Ltd., New Delhi, 2001.

7.  Edmund Whittakar, A History of Economic Ideas, Longman’s Geen and Company, London,
1949.

11



10.

Ghosh & Ghosh — Concise History of Economic Thought, Himalaya Publishing House,
New Delhi.

Ganguli, B.N. (1977), Indian Economic Thought: A 19th Century Perspective, Tata McGraw
Hill, New Delhi.

Seshadri, G.B. (1997), Economic Doctrines, B.R. Publishing Corporation, Delhi.




History of Economic Thought

1.0
1.1
1.2

1.3
1.4
1.5

1.6

1.7
1.8
1.9

1.10
1.11
1.12
1.13

[ Module-I: Pre-Classical Economy )
Module Objectives
Introduction

Meaning of History of Economic Thought

1.2.1 Approaches of Economic Thought

1.2.2 Difficulties in the Study of History of Economic Thought
1.2.3 Critical Estimate of Physiocracy

1.2.4 Development

Nature and Scope

Significance of the History of Economics Thought
Mercantilism

1.5.1 Mercantilism: Expansion and Rivalries

1.5.2 Forms of Mercantilism

1.5.3 Essence of Mercantilism

1.5.4 Main Characteristics

1.5.5 Decline of Mercantilism

Physiocracy

1.6.1 Evolution of Physiocracy

1.6.2 Main Ideas and Theoretical Concepts of Physiocrats
Natural Order

Primacy of Agriculture

The Circulation of Wealth and Social Classes: Tableau Economique
1.9.1 Other Important Concepts of Physiocracy

1.9.2 Criticism and Decay of Physiocracy

1.9.3 Contributions of Physiocrats

1.9.4 Difference between Mercantilism and Physiocracy
Check your Progress

Outcomes

Key Terms

Answers to ‘Check your Prograss’




1.14  Questions and Exercise

1.15  Further Readings

[ Module-II: Classical Economy]

2.0 Module Objectives

2.1 Introduction

2.2 Adsm Smith

221
222
223
224
225
22.6
2.2.7

Smith’s Economic Ideas
Role of Government

Canon of Taxation

Critical Estimate of Adam Smith’s Contribution to Economic Thought

Theory of Value
Laissez-faire

Explain Contribution of Adam Smith to Economics

2.3 KarlMax

23.1
232
233
234
235
23.6

The Law of the Unity and Conflict of Opposites
The Law of Negation of the Negation
Application of the Laws of Dialectical Materialism
The Law of Transition of Quantity into Quality
Application of the Laws of Dialectical Materialism

Social Change and Revolution

24 Malthusian Theory

24.1
242
243
244
245
24.6

Malthus’ Theory

The Components of Malthusian Theory
Explanation

Criticism

Marx’s Response to Malthus’ Thesis

The Importance of the Malthusian Theory

2.5 J.B. Say: Law and Market

2.5.1
252
253

Assumptions
Pigovian Formulation of Say’s Law

Implications of Say’s Law

39
40

46
46
46
49
54
55

57
58
59
61
61
62
63
65
66
68
68
69
70
70
71
72
73
74
75
76
77




2.6
2.7
2.8
29
2.10
2.11

3.0

3.1

32
33

34

3.5

3.6
3.7

2.5.4 Say’s Law in Barter and Money Economies
2.5.5 Is Say’s Law Still Valid?

2.5.6 In this Connection, J.A. Schumpeter Remarks
Check your Progress

Outcomes

Key Terms

Answers to ‘Check your Progress’

Questions and Exercise

Further Readings

{ Module-III: The Marginalist School ]
Module Objectives

Introduction

Theory of Value

Carl Menger (1840-1921)

3.3.1 Menger’s Methodology

3.3.2 Theory of Goods

3.3.3 Menger’s Value Theory

334 Wealth

3.3.5 Theory of Exchange

3.3.6 Theory of Money

3.3.7 Use-Value and Exchange-Value

Lelon Walras (1835-1910)

34.1 Walras’s Law

3.4.2 Walras’s Method of General Equilibrium Theory

Alfred Marshall

3.5.1 The Concept of Consumer’s Surplus

3.5.2 Consumer’s Surplus and the Demand Curve
3.5.2.1 Consumer’s Surplus for a Discrete Good
3.5.2.2 Consumer’s Surplus for a Non-discrete Good

Check your Prograss

Outcomes

77
78
79
80
80
80
81
82
82

88
88
88
89
90
90
91
97
97
97
97
97
99
100
102
107
118
118
120
120
120
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3.8
3.9
3.10
3.11

4.0
4.1
42

4.3

44
4.5
4.6
4.7
4.8
4.9

( viii )

Key Terms
Answers to ‘Check your Prograss’
Questions and Exercise
Further Readings
[ Module-IV: Indian Economic Thought ]
Module Objectives
Introduction

Early economic ideas: Kautilya

4.2.1 Nature and Purpose of Material Wealth
4.2.2  Functions of the State

4.2.3 Kautilya and Thiruvalluvar

Modern Economic Ideas

4.3.1 Dadabhai Naoroji (1825-1917)

4.3.2 Gandhian Economics

4.3.3 Jawharlal Nehru

4.3.4 Ranades Interpretation of Indian History
4.3.5 Dr.B.R. Ambedkar

Check your Progress

Outcomes

Key Terms

Answers to ‘Check your Progress’

Questions and Exercise

Further Readings

121
121
122
122

130
130
131
131
133
135
135
135
137
139
147
154
160
160
160
160
161
162
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Mathematical Methods in Economics

[Module-l: Sets and Algebra Functions]

Theory of indices —Sets, - Operations on sets, — Types of Functions; Exponential, logarithmic,

Polynomial and Homogenous Functions — Geometrical presentation of a Function — Limit

[ Module-II: Matrices and Determinants]

Concept of a Matrix — Types of Matrices — Simple Operations on Matrices — Determinants and
their Basic Properties — Rank of a Matrix — minors and co-factors — Inverse of a matrix —

Solution of Simultaneous Equations — Cramer’s rule.

( Module-I1I: Economics Application ]

Constrained optimizing - Maxima and Minima — maxima and minima two are more variables-
theory of cost and revenue — concept of a firm under perfect competition — Elasticity of Demand
and Supply functions - Demand relationship Between Total Revenue, Marginal Revenue, Average

Revenue - Euler’s theorem.

(Module-IV: Differentiation and Integration)

Concept of a Derivative — Rules of Differentiation — Second order Derivatives —Partial and total
differentiation Concept of Integration — basic Rules of Integration, — Consumer’s Surplus and

Producer’s Surplus

Text Books

1.  Anintroduction to Mathematical Economics - D. Bose

2. Textbook of mathematical methods in Economies post graduate Course, UGC

Reading List

1. Allen, R.GD. (1957), ‘Mathematical Economics’, St. Martin’s London.

2. Allen, R.GD. (1972), Mathematical Analysis for Economist, Macmillan press and ELBS,

London.

3. D. Bose, ‘An Introduction to mathematical Economics’, (Himalaya Publishing House),
Hyd.

4. Caroline Dinwiddie, Elementary Mathematics for Economists, Oxford University Press,
Nairobi, Kenya, 1993.
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5. Taro Yamane: ‘Mathematics for Economist’ (An elementary survey), 2™ Edition Prentice
Hall 0f India, New Delhi.

6. B.C. Mehatha and GK. Madnani: ‘Mathematics for Economist’, Sultan Chand & Sons,
New Delhi.

7. D.R Agarwal: ‘Quantitative Method, (Mathematics and Statistics), Vrinda Publications
Pvt. Ltd, New Delhi.




Mathematical Methods in Economics

1.0
1.1

1.2

1.3

1.4

1.5

1.6

1.7
1.8
1.9

[ Module-I: Sets and Algebra Functions ]

Module Objectives

Introduction to Theory of Indices
1.1.1  Solved Examples

Set and Subset

1.2.1 Types of Sets

Operations on Sets

1.3.1 Algebra of Sets

1.3.2  Venn Diagrams

Functions

1.4.1 Classification of Functions
1.4.2  Types of Functions
Concept of a Functions

1.5.1 Logarithmic and Exponential Functions
1.5.2 Polynomial Function

1.5.3 Homogeneous
Geometrical Presentation of a Function
1.6.1 Limitof a Function

1.6.2 Properties of Limits

1.6.3 Problems

Check Your Progress

Outcomes

Key Terms

1.10 Answers to ‘Check your Progress’

1.11 Questions and Exercises

1.12 Further Readings
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14
16
18
20
22
22
24
27
30
31
33
35
38
40
40
40
41
42




2.0
2.1
22
23
24
2.5
2.6

2.7
2.8
29
2.10
2.11
2.12

3.0
3.1
32

[ Module-II: Matrices and Determinants}
Module Objectives

Introduction

Concept of Matrix

Types of Matrix

Simple Operations on Matrices

Transpose of a Matrix

Determinants and their Basic Properties

2.6.1 Minor of an Element of a Square Matrix

2.6.2 Cofactor of an Element of a Square Matrix

2.6.3 Adjoint of a Square Matrix

2.6.4 Singular and Non-Singular Matrices

2.6.5 Inverse of a Square Matrix

2.6.6  Solution of a System of Linear Simultaneous Equations: (Cramer’s Rule)
2.6.7 Examples on Determinants, Singular and Non-singular Matrices
2.6.8 Examples on Adjoint and Inverse

2.6.9 Examples on Simultaneous Equations (Cramer’s Rule)
2.6.10 Rank of Matrix

2.6.11 Examples of Business Applications of Mathematics
Check Your Progress

Outcomes

Key Terms

Answers to ‘Check Your Progress’

Questions and Exercises

Further Reading

[ Module-III: Economics Application ]

Module Objectives
Introduction
Constrained Optimisation in Economics

3.2.1 Maximizing Subject to a Set of Constraints

48
48
49
51
54
61
66
67
68
69
70
70

71
74
80
82
87
91
93
93
94
95
96

102
102
102
103




33
3.4

3.5
3.6

3.7
3.8
39
3.10
3.11
3.12

4.0
4.1
42
43

44

4.5

Maxima and Minima of one or More Varibale
Theory of Cost

34.1 Applications in Economics

3.4.2 OtherApplications

Perfect Competition: Defining Features
Euler’s Theorem

3.6.1 Mathematical Solution of Euler’s Theorem
3.6.2 Important of Euler’s Theorem

3.6.3 Applications in Economics

Check Your Progress

Outcomes

Key Terms

Answers to ‘Check Your Progress’
Questions and Exercises

Further Reading

[ Module: I'V: Differentiation and Integration]

Module Objectives

Introduction

Concept of Derivative

Rules of Differentiation

43.1 Second Order Derivatives
4.3.2 Maximum and Minima

Partial and Total Differentiation

44.1 Theorem on Total Differentials
4.4.2 Maximum and Minimum of two Variables
Concept of Integration

4.5.1 Integration

4.5.2 Differential Equations

4.5.3 Applications in Economics

105
107
111
116
130
131
132
133
133
135
136
136
137
137
138

144
144
144
154
161
163
165
170
171
173
173
177
180
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4.6
4.7
4.8
4.9

4.5.4 Applications to Business
4.5.4.1 Consumer and Producer Surplus
Check Your Progress
Outcomes
Key Terms

Answers to ‘Check Your Progress’

4.10 Questions and Exercises

4.11 Further Readings

( viii )

182
182
185
185
186
186
187
188
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Rural Development

[Module-I: Nature and Scope of Rural Development)

Meaning, Definition and Scope of Rural Development — Importance of Rural Development —
Objectives of Rural Development — components of Rural Development —Causes of Rural
Backwardness

(Module-II: Approaches to Rural Development]

Approaches to Rural Development: Marxian Approach — People’s Participatory Approach —
Target Group Approach — Integrated Approach. Rural Development-Experiences of China,
Tanzania, Bangladesh, Israel.

{Module-III: Rural Industrialization and Entrepreneurship]

Gandhian Approach to Rural Industrialization — Entrepreneurship and Rural Industrialization —
Characteristics and Types of Entrepreneurship — Agro-based Industries — Khadi and Village
Industries —Problems of Rural Industries.

(Module-IV: Rural Development Programmes)

Mahatma Gandhi National Rural Employment Guarantee Act (MGNREGA), National Rural
Livelihood Mission(Deendayal Antyodaya Yojana) Pradhan Manthri Gram SadakYojana
(PMGSY). National Rural Health Mission (NRHM), Micro Units Development and Refinance
Agency (MUDRA),P.M.AwasYojana (PMAY),Pradhan Mantri Fasal BhimaYojana(PMFBY).—
Deen Dayal Upadhyay Grameen Kaushal Yojna (DDUGKY).

Reading List

1. Vasant Desai, Rural Development in India, Himalaya Publishing House, Hyderabad, 2010.
2. Satya Sundaram, I., Rural Development, Himalaya Publishing House, Hyderabad, 2009.

3. Katar Singh, Rural Development: Principles, Policies and Management, Sage Publications,
New Delhi, 1986.

4.  Gupta & Gupta, Rural Development in India — Poverty and Development, Himalaya Publishing
House, Bombay, 1988.

5. Maheshwari, R. B., Rural Development in India — A Public Policy Approach, Sage
Publications, New Delhi, 1985.

Robert Chambers, Rural Development, Longman, London, 1983.

Srivastav, M and Singh, A. K., Rural Development in India, Deep & Deep Publications,
New Delhi, 1988.

8. Rakesh Upadhyaya, Integrated Rural Development Programmes: A Policy Approach,
Himalaya Publishing House, Bombay, 1989.

9. Tiwari, T. T. & Sinha, R. C., Rural Development and Planning in India, Deep & Deep
Publications, New Delhi, 1986.

10. Dr.Shankar Chatterjee: Implementation of R.D in India-Serials publications.
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Rural Development

1.0
1.1
1.2

1.3

1.4

1.5
1.6

1.7
1.8
1.9
1.10
1.11
1.12
1.13

2.0
2.1
22

(Module-l: Nature and Scope of Rural Development)

Module Objectives

Introduction

Meaning of Rural Development

1.2.1 Defining ‘Rural’

1.2.2  Dynamics of Rural Development
Nature of Rural Development

1.3.1 Rural Development a Social Science
1.3.2 Rural Development a Process
1.3.3  Scope of Rural Development
Objectives of Rural Development

1.4.1 Importance of Rural Development
1.4.2 Approaches of Rural Development
Components of Rural Development
Strategies of Rural Development

1.6.1 Lesson from the World Bank

1.6.2 Classification of Rural Development Strategy
1.6.3 Types of Rural Development Strategies

Causes of Rural Backwardness
Check your Progress

Outcomes

Key Terms

Answers to ‘Check your Progress’
Questions and Exercise

Further Readings

[ Module-II: Approaches to Rural Developrnent)

Module Objectives

Introduction

Approaches to Rural Development
2.2.1 Broad Front Approach
2.2.2  Sectoral Approach
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12
13
13
14
15
17
20
20
21
21
22
22

29
29
29
30
30




23

24

2.5
2.6

2.7
2.8

29

2.2.3 Area Approach

2.24 Target Group Approach

2.2.5 Integrated Approach

Marxian Approach

2.3.1 Marxist Approach and Political Science in India

2.3.2  Class Relations

2.3.3 Marxist Perspectives and Classes in Rural Areas
2.3.4 Movements

People’s Participatory Approach

24.1 Scope and Applications of Participation

2.4.2 Characteristics and Importance of People’s Participation
2.4.3 Basic Principles of Participation

244 Key Paradigm of Participatory Development Approach
2.4.5 Participatory Rural Appraisal (PRA) Methodology
2.4.6 Conditions for Participation

2.4.7 Farmers Organisations

Target Group Approach

Integrated Approach

2.6.1 Economic Development with Social Justice Approach
2.6.2 Basic Principles Underlying the Integrated Approach to Rural Development
2.6.3 Research and Training in Rural Development

Rural Development Experiences in China

The Tanzanian Approach

2.8.1 The Aswan Region in the United Arab Republic

2.8.2 The Awash Region in Ethiopia

2.8.3 Regional Planning

2.84 Some Strategies for Education and Training

Rural Development in Bangladesh

2.9.1 Agrarian Reforms

2.9.2 Integrated Rural Development Programme (IRDP)
2.9.3 Bangladesh Rural Development Board (BRDB)

2.9.4 Social Services

2.10 Rural Development of Israel

30
31
31
31
32
32
33
33
35
36
37
38
39
39
43
43
44
44
45
46
50
51
53
54
55
55
56
57
57
58
60
61
61



2.11

2.12
2.13
2.14
2.15
2.16
2.17

3.0
3.1
32

33

34

3.5

3.6

Rural Development in India

2.11.1  Rural Development Programmes since Independence

2.11.2  Regarding these projects Paul Brass makes the following observation
2.11.3  Objectives of Some Programmes

2.11.4  Rural Development through Decentralisation

Check Your Progress

Outcomes

Key Terms

Answers to ‘Check Your Progress’

Questions and Exercise
Further Readings

[ Module-III: Rural Industrialization and Entrepreneurship ]

Module Objectives

Introduction

Rural Industrialisation: Meaning and Significance

321
322

Significance of Rural Industrialization

Objectives of Development of Village and Small Industries

Role of Rural Industries in Development

33.1
332
333
334

Role of Village Small Industries in India’s Export
Features of Rural Industries
Types of Rural Industries

Challenges of Rural Industrialization

Measures to Promote Rural Industries

34.1
342
343
344

Formal Arrangements for Promotion of Rural Industrialization
Khadi and Village Industries Commission (KVIC)
National Small Industries Corporation Limited

Recent Initiatives of the Government for Rural Industrialization

Probable Explanations for the Slow Growth of Rural Industries

3.5.1
352
353

Impacts of Industrialization in Rural India
Positive Impact of Industrialization

Negative Impact of Industrialization

The Gandhian Approach to Rural Development

3.6.1

Review of Practice based Gandhian Ideology

62
63
65
66
68
70
70
71
71
71
72

79
79
79
81
81
82
82
83
84
84
85
86
86
87
88
88
90
92
92
93
93




3.7

3.8

3.9

3.10

3.11
3.12
3.13

3.14
3.15
3.16
3.17
3.18
3.19
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Money and Banking

(Module-l: Money and Theories of Demand for Money)

Nature and definition of money- Evolution of money- Functions of money-Schools of economic
thought: views on money-Demand for Money- Theories of Money: Fisher’s Quantity Theory of
Money- Cambridge Cash Balance Approach- Friedman’s Theory- Keynes Liquidity Preference
Theory of Money.

[ Module-II: Supply of Money and its Theories)

Money Supply- Determinants of Money Supply- Measures of Money Supply- High Powered
Money- Factors affecting High Powered Money- H theory of money supply- The Money Multiplier
and its determinants- The Process of Credit creation- Theory of Bank Credit and Deposits-
Interest Rates: Loanable Fund Theory.

(Module-III: Introduction to Banking)

Origin and Nature of Banking- Classification of banks: Commercial Banks- Regional Rural Banks
(RRBs)-Co-operative Banks-Role and performance of Micro Finance in India- Bank Performance
Measurement- Allocation of Institutional Credit as an Institutional Process- Financial and Non-
financial Factors in allocation of Institutional Credit.

(Module-IV: Monetary Policy and Central Banking)

Central Bank—Role and Functioning of the Reserve Bank of India —Monetary Policy and
itsobjectives — Quantitative and Qualitative instruments of Monetary Policy — Priority sector
lending —Banking Ombudsman Scheme — Banking Sector Reforms — Chakravarthy Committee
Report — Narasimhan Committee Report — Recent Developments on Financial Inclusion in India.
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(Module-l: Concepts & Issues of Development)

Economic Development and Growth — Characteristics of Developing Countries — Measurement
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Mahalnobis Model — Vakil and P.R Bramhananda Model- Factors of Economic Development in
India — Capital Formation and Economic Development — Agriculture and Economic Development
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Resources and Economic Development.

Reading List
1. Amartya Sen, Development as Freedom, OUP, New Delhi, 1999.

2. Ghatak, S., 4n Introduction to Development of Economics, Allen and Unwin, London,
1986.

3. Higgins, B., Economic Development, W.W. Nortton, New York, 1959.
4. Kindleberger, C.P., Economic Development, McGraw Hill, New York, 1977.

5. Myint, H., Economic Theory and Underdeveloped Countries, Oxford University Press,
New York, 1971.

6. Thirwal, A.P., Economic Development, Longman, New Delhi, 1999.
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Statistical Methods in Economics

[ Module-I: Fundamentals of Statistics]

Origin, Meaning, Importance and Scope of Statistics — Collection of Data: Primary and Secondary
Data- Methods of Collecting Primary Data — Sources of Secondary Data — Editing Primary and
Secondary Data — Types of Classification — Frequency Distribution — Tabulation of Data: Role of
Tabulation — General rules of tabulation —Type of Table - Diagrammatic and Graphic Presentation:

Significance of Diagrams and Graphs.

[ Module-II: Measures of Central Tendency J

Meaning and Objectives of Average — Requisites of a Good Average — Arithmetic Mean: Merits,
Demerits and Uses — Calculation of Arithmetic Mean — Median: Merits, Demerits and Uses —
Calculation of Median — Mode: Merits, Demerits and Uses — Calculation of Mode — Geometric
Mean: Merits, Demerits and Uses — Calculation of Geometric Mean — Harmonic Mean: Merits,

Demerits and Uses — Calculation of Harmonic Mean.

[ Module-III: Measures of Dispersion]

Significance of Measures of Dispersion — Characteristics of a Good Measure of Dispersion —
Range: Merits, Demerits and Uses of Range — Calculation of Range — Quartile Deviation: Merits,
Demerits and Uses of Quartile Deviation — Calculation of Quartile Deviation - Mean Deviation:
Merits, Demerits and Uses of Mean Deviation — Calculation of Mean Deviation - Standard
Deviation: Merits, Demerits and Uses of Standard Deviation — Calculation of Standard Deviation
— Coefficient of Variation — Variance — Lorenz Curve — Importance and measure of S kewness

and Kurtosis.

[ Module-IV: Correlation and Regression]

Definition —Types of Correlation —Methods of Correlation; Scatter diagram, Graphic Method,
Karl Pearson’s method, Spearman’s Rank Correlation- Probable error and Standard error —
Regression analysis — Method of the Least Squares —Regression Equations —Regression Lines —

Standard Error of estimate —Properties of Regression coefficients.
Text books
1. Introduction to Statistical Methods - S. P. Gupta

2. Fundamentals of Statistics - D.B. Gupta
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Indian Financial System

( Unit-I: Nature and Role of Financial System )

Definition and Meaning of the Financial System — Components of the financial System: Institutions,
Instruments, Markets, and Services — Functions and Role of financial system — Financial System
and Economic Development

[ Unit-II: Money Market )

Structure of Indian Money Market: Call Money Market — Treasury Bills Market — Commercials
Bills Market — Commercials Papers — Certificate of Deposits, Recent Development in Indian
Money Market.

( Unit-INI: Capital Market |

Capital Market: Structure of the Indian Capital Market — Derivative Markets: Futures and Options
- equity shares- preference shares-debentures — convertible and non-convertible — zero interest
debentures- Functions of the Stock Market- Listing of Securities - Stock Market Index - Stock
Exchanges in India. — NSE-BSE.

( Unit-IV: Financial Regulator )

Reserve Bank of India (RBI)-Stock Exchange Board of India (SEBI)-Insurance Regulatory
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Fundamentals of Economics

[Module-l: Introduction ]

Origin and Meaning of Economics-Concepts of Economics — Definitions of Economics: Adam
Smith, Alfred Marshall, Lionel Robbins, Paul Samuelson and Jacob Viner — Scope and Subject
matter of Micro and Macro Economics

(Module-II: Economic Systems]

Meaning: Capitalist or Free enterprise Economy-Socialist Economy and Mixed Economy —
Characteristics of Under developing and Developed Countries — Human Development Index —
Gender Development Index — Contribution of Education and Health to Economic Growth and
Development

(Module-III: National Income)

National Income: Meaning, Definitions: National Income, GNP & NNP, GDP & NDP, Personal
Income (PI), Disposable Income (DI), Per Capita Income (PCI), Real National Income (RNI) —
Methods of Estimation of National Income (NI) — Importance of National Income and problems
in estimation of National Income three methods of measuring national income; constituents of
national income in its three phases, viz., Production, Income and Expenditure;

[Module-IV: Public Finance)

Meaning, Importance and Scope of Public Finance — Sources of Public Revenue: Direct and
Indirect Taxes — Finance Commission in India — Recommendations of 15thFinance Commission
— Budget — Types of Budgets — Analysis of the Union Budget (Latest) — Trends in Revenue and
Expenditures of the Government of India — Types Deficit Budget — Causes and Problems of
Deficit Budget
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