PART - ONE: PRICE THEORY OR MICRO ECONOMICS

UNIT -1 : NATURE AND METHODOLOGY OF ECONOMICS

Nature of Economics: Definition 5-12

Early Definitions: Science of Wealth. Marshallian Definition: Science of Material
Welfare. Criticism of Marshallian View. Robbins’ Definition: Science of Scarcity or
Science of Choice. Superiority of Robbins’ Definition. Criticism of Robbins’ Defi-
nition. Modern Definition. Conclusion regarding Definition. Major Economic Prob-
lems.

Nature of Economics: Scope And Method 13-28

Introduction: Managerial Economics, Subject-Matter: Micro and Macro Economics.
Micro Economics. Importance of Micro Economics. Limitations of Micro Economics.
Macro Economics or the Theory of Income and Employment. Utility of Macro
Analysis. Limitations of Macro Analysis. Need for Integrating Macro and Micro
Economics. Three Branches of Economics. Nature and Scope of Economics. Is
Economics a Science? True Nature of Economics. Positive or Normative Science.
Ends and Means. Economics- a Social Science. Can Economics Solve Practical
Problems? Laws of Economics. Definition. Nature of Economic Laws. Applicability
of Economic Laws. Basic Assumptions in Economics. Methods of Economics.

Deductive Method. Merits of Deductive Method. Limitations of Deductive Method. Inductive Method.
Merits of Inductive Method. Shortcomings of Inductive Method. Proper Method. Value of Economic

Analysis.

Partial Equilibrium And General Equilibrium Analysis 29-38
Meaning of Equilibrium. Types of Equilibria. Partial Equilibrium Analysis: Meaning, Applicability, Sig-
nificance, Limitations. General Equilibrium Analysis. Why General Equilibrium Approach ? Essence of
General Equilibrium Approach. General Equilibrium and Macro Economic Equilibrium. Uses of General

Equilibrium Analysis. Limitations of General Equilibrium Analysis.

Statics, Dynamics and Comparative Statics 39-46

Economic Statics: Meaning. Stationary State. Significance of Economic Statics. Limitations of Economic
Statics. Economic Dynamics. Significance of Economic Dynamics. Limitations of Economic Dynamics.

Comparative Statics.

UNIT - Il : THEORY OF DEMAND
Utility Analysis of Demand 49-70

Basic Assumptions of Marginal Utility Analysis. Law of Diminishing Marginal
Utility: Statement of the Law, Diminishing Marginal Utility Curve, Limitations of
the Law. Marginal Utility: Marginal Utility of Money. Marginal Utility and Price.
Marginal Utility and Supply. Marginal Utilities of Related Goods. Practical Impor-
tance of the Law of Diminishing Marginal Utility. Law of Equi-Marginal Utility.
Statement of the Law. Limitations of the Law. Practical Importance of the Law.
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with Two Commodities-Purchase. Demand: Meaning of Demand. Types of the Demand. Demand Curve.
Why Demand Curve Slopes Downwards. Exceptional Demand Curves. Law of Demand. Limitations of
the Law. Derivation of the Demand Curve and the Law of Demand from the Law of Diminishing Marginal
Utility. Derivation of the Demand Curve and the Law of Demand from the Law of Equi-Marginal Utility.
Causes of Changes in Demand. Shortcomings of the Utility Analysis.

Indifference Curve Technique . 71-78

Scale of Preferences. Indifference Curves. Marginal Rate of Substitution. Principle of Diminishing Mar-
ginal Rate of Substitution. Properties of Indifference Curves.

7. Indifference Curve Analysis of Demand 79-94

Price Line or Budget Line. Shifting the Price Line. Consumer’s Equilibrium or
Maximising Satisfaction. Conditions of Equilibrium. How far is this Theory of Con-
sumer Behaviour Valid? '

Income Effect. Substitution Effect. Price Effect. Price Consumption Curve and
Elasticity of Demand. Derivation of individual Demand Curve. Derivation of Market
Demand Curve. Case of Competitive (or Substitute) Goods, and Complementary
Goods. Indifference Curve Technique Versus Marshallian Utility Analysis: Similari-
ties, Superiority of the Indifference Curve Technique Criticism of Indifference Curve
Approach. Exceptional Cases of Consumer’s Equilibrium.

8. Some Applications of Indifference Curve Technique 95-99

Application in Consumption. Measurement of National Income. Rationing. Cost of Living Index. Price
Discrimination. Taxation: Direct vs. Indirect Taxes. Effect of a Subsidy. Effect of Taxation on Willingness
to Work. Effect of Increase in Wages on Supply of Labour. Other Uses of indifference Curve.

9. Revedaled Preference Theory 100-105

The Theory. Assumptions. Demand Theorem with Revealed Preference Hypothesis. Critical Evaluation:
Merits. Demerits.

Recent Developments In Demand Theory 106-109

Hicks’ revised theory of demand. Neumann-Morgenstern Statistical Theory. Armustrong’s Marginal Pref-
erence Theory. Marginal Utility of Money. Bernoulli Hypothesis. Friedman-Savage Hypothesis. Markowitz
Hypothesis.

Elasticity of Demand 110-126

Meaning of Elasticity. Elastic and Inelastic Demand. Relation of Elasticity with
the Law of Diminishing Utility. Types of Elasticity: Price Elasticity. Income Elastic-
ity. Cross Elasticity. Substitution Elasticity. Relation Between Price Elasticity, In-
come Elasticity and Substitution Elasticity. Factors Determining Price Elasticity of
Demand. Measurement of Elasticity. Total Outlay Method. Proportional Method.
Geometrical Method. Point Elasticity. Arc Elasticity. Price Elasticity and Indiffer-
ence Curve Technique. Slope of the Demand Curve and Price Elasticity. Practical

| Applications of Elasticity of Demand. Theoretical Importance. Demand as seen by
an Individual Seller.

12. Consumer’s Surplus 127-134

Meaning. Consumer’s Surplus and the Law of Diminishing Marginal Utility.

Difficulties of Measurement. Criticism of Consumer’s Surplus. Measurement of
Consumer’s Surplus with Indifference Curves. Practical Utility of Consumer’s Surplus.

UNIT - lll: THEORY OF PRODUCTION

Factors of Production 137-151

Theor.y of Production: Content and importance. Meaning of Production. Factors of Production Land:
Meaning and Impunam':f:‘uf Land. Peculiarities of Land. Labour: Meaning of Labour. Peculiarities of
Labour. Factors Determining Efficiency of Labour. Division of Labour: Meaning and Types. Advantages.
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Disadvantages. Division of Labour is Limited by the Extent of the Market. Territorial
Division-of Labour. Localisation of Industries. Causes of Localisation. Causes of
Further Concentration. Consequences of Localisation. Decentralisation of industry.
Capital: Meaning, Importance of Capital. Capital Formation: Importance of Capital
Formation, Meaning of Capital Formation, Creation of Savings. Mobilisation of
Savings. Investment of Savings in Real Capital. Foreign Capital. Deficit Financing.
Disguised Unemployment. Enterprise: Entrepreneur’s Role. Who is an Entrepreneur
in a Joint Stock Company? Why Low Capital Formation in Under-developed
Countries.

Forms of Entrepreneurial Organisation 152-158

Individual Entrepreneur: Advantages: Limitations. Partnership: Advantages.
Disadvantages of Partnership. Joint-Stock Company: Merits; Demerits. Co-operative
Enterprise: Producers’ Co-operation. Consumers’ Co-operation. State Enterprise.
Merits; Demerits. Role of Public Enterprise in Under-developed Economies.

Population Theories 159-170

Malthusian Theory. Criticism of Malthusian Theory. Modern Theory of Population: The Optimum Theory.
Criteria of Over-population. Limitations of the Concept of Optimum Population. Malthusian Theory and
Modern Theory Compared. Economic Effects of Over-population. Economic Development and Population
Growth. Theory of Demographic Transition. Over-population an Impediment to Economic Growth.

Scale of Production 171-180

Economies of Large Scale Production. Diseconomies of Scale. Concept of Indivisibility. Internal and
External Economies: Internal Economies. Relation between Internal and External Economies. Real and
Pecuniary Economies. Internal and External Diseconomies. Limits to the Expansion of a Business.-
Advantages of Small-scale Production. Disadvantages. Survival of Small Business. Role of Small-scale
Industry in Under-developed Countries.

Production Possibility Curve and Production Function 181-188

Production Possibility Curve. Marginal Rate of Transformation. Iso-Revenue Line. Qutput Expansion
Path. Uses of Production Possibility Curve. Efficient Allocation of Resources. Production Function; Input-
output Relationship. Types. Fixed Proportions Function. Variable Proportions Function. Linear
Homogeneous Production Function; Cobb-Douglas Production Function.

Laws of Returns 189-199

Law of Diminishing Returns: Statement of the Law. Three Aspects of the Law of
Diminishing Returns. Economic Implications of the Law of Variable Proportions.
Law of Variable Proportions: Assumptions of the Law of Variable Proportions.
Average-Marginal Relations. Limitations of the Law of Diminishing Returns. How
to Counteract The Law? Application of the Law. Why the Law Specially Applies to
Agriculture? Law of Diminishing Returns in a General Form. Why the Law of
Diminishing Returns in a General form. Importance of the Law of Diminishing
Returns. Law of Increasing Returns: Why the Law of Increasing Returns Operates?
Law of Constant Returns. Returns to Scale: Distinction Between Laws of Returns
and Returns to Scale. Three Phases of Returns to Scale. Causes of Diminishing
Returns to Scale.

Isoquants or Equal Product Curves 200-209

Meaning of Equal Product Curves. Indifference Curves and Iso-product Curves, Marginal Rate of Technical
Substitution. Law of Diminishing Marginal Rate of Technical Substitution. Elasticity of Substitution between

-Factors. Application of Equal Product Curves. Properties of Equal Product Curves. Producer’s Equilibrium:

Optimum Factor Combination. Producer’s Equilibrium with Equal Product Curves. Coincidence of MRTS
and Price Ratio. Scale Line or Expansion Path. Application of Equal Product Curves to Returns to Scale.
Shape of the Scale Line. Effect of Change in Input Price on Input Use. Substitute and Complementary
Factors. Application to Under-developed Countries.
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20. Cost and Cost Curves 210-222

Concept of Cost of Production. Nominal and Real Cost. Economic Costs. Im-
plicit and Explicit Costs. Alternative, Opportunity or Transfer Costs. Significance
of Opportunity Costs;. Application of Opportunity Cost Doctrine. Entrepreneur’s
Cost. Short-run and Long-run Cost Curves. Meaning of Short-run and Long-run.
Short-run and Variable Costs. Relation between Marginal and Average Costs.
Total-Marginal Cost Relationship. Deriving Marginal and Average Cost Curves
from Total Cost Curve. Long-run Average Cost Curves. Why LAC curves are
Flatter? Long-run Marginal Cost Curve. Why LAC Curve First Falls and Then
Rises. Optimum Plan. Optimum Output. Optimum Firm L-shaped Long-run Av-
erage Cost Curve. Empirical Curves. Dish-shaped Curve. Inverse-J Cort Curves.

Supply 223-229

Meaning of Supply. Law of Supply. Elasticity of Supply. Measurement of Elasticity. Causes of Change in
Supply. Supply Function. Supply as a Function of Price. Supply as a Function of Prices of other Goods.
Supply as a Function of Technology. Supply as a Function of Marshallian Time Periods.

UNIT- IV: PRODUCT PRICING

Market and Market Structures 233-240

Market: Meaning of Market. Classification of Markets. Size of the Market. Perfect and Imperfect Markets.
Conditions of a Perfect Market. Market Forms or Market Structures. Perfect Competition and Pure Com-
petition. Pure Competition. Shape of Demand Curve in Pure Competition. Perfect Competition. Condi-
tions. Imperfect Competition. Monopolistic Competition. Oligopoly: Oligopoly Without Product Differ-
entiation. Oligopoly With Product Differentiation. Monopoly. Market Classifications and Cross Elasticity
of Demand. Criteria for Classification of Markets.

Revenue and Revenue Curves 241-246

Marginal Revenue and Average Revenue: Meaning. Relationship between AR and MR: Under Perfect
Competition. Under Imperfect Competition. How much is MR below AR? Elasticity of Demand. Average
Revenue and Marginal Revenue, Relationship between AR, MR, TR and Elasticity of Demand.

Equilibrium of The Firm and Industry: General 247-257

Equilibrium of the Firm: Conditions of Firm's Equilibrium. Equilibrium of Firm: By curves of Total
Revenue and Total Cost. Break-even Point. Equilibrium of Firm: by Curves of Marginal Revenue and
Marginal Cost. Equilibrium of industry: Meaning. Conditions of Equilibrium. Short-run and Long-run
Equilibrium. Incorporating Normal Profit into Average Cost Curve. Validity of Profit-maximising Doctrone:
Arguments Against, Full cost Pricing Principle, Profit Maximisation any Single owner Entrepreneur. Goals
other than Profit Maximization: Security Motive. Sales Maximization. Utility Maximization. Baumol’s
Sales Maximisation Principle.

Equilibrium of Firm and Industry Under Perfect Competition 258-266

Conditions of Perfect Competition: Their Implications. Conditions of Equilibrium. Equilibrium in the
Short-run. Shut-down Point. Equilibrium in the Long-run. Tendency to Optimum. Equilibrium Under
Imperfect Competition. Relevance of Pure Competition

26. Supply Curve of Perfectly Competitive Industry 267-272

Concept of Supply Curve. Short-run Supply Curve. Long-run Supply Curve. Supply Curve
of the Constant Cost Industry. Supply Curve of the Increasing Cost Industry. Supply
Curve of the Decreasing Cost Industry.

27. Price-output Determination-Perfect Competition 273-289

Two approaches: Partial Equilibrium Approach. General Equilibrium Approach. Price
Determination: General Statement. Equilibrium Price. Demand and Supply Only
Superficially Affect Price. Importance of Time Element: Three Time-Periods. Which is
More Important: Demand or Supply? Time Affects Supply. Change in Supply Does Not
Necessarily Change Demand. Determination of Market Price: Of Perishable Goods, Of
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32.

Reproducible Goods. Reserve Price. Price as a Rationing Device. Determination of Short-run Price.
Determination of Long-run Normal Price. Long-run Normal Price in Constant-Cost Industry. Long-run
Normal Price in Decreasing-Cost Industry. Decreasing-Cost Industry is Incompatible with Perfect
Competition. Normal Price and Market Price Compared. Price Determination Under Perfect Competition
Summed up.

Price-output Under Monopoly 290-311

Meaning of Monopoly. Bases of Monopoly: Barriers to the Entry of Rivals. Price-Output Determination
under Monopoly. Equating Marginal Revenue and Marginal Cost. Monopoly Price and Elasticity of Demand.
Short-run and Long-run View. Does the Monopolist Necessarily Make Profit? Long-run Adjustments
Under Monopoly. Monopoly Equilibrium and Competitive Equilibrium Compared. Regulation of
Monopoly: Taxation, Other Methods of Control. Discriminating Monopoly: Meaning of Price
Discrimination. Type of Price Discrimination. Degrees of Price Discrimination. Conditions of Price
Discrimination. When Price Discrimination is possible. When Price Discrimination is Profitable.
Discrimination Not Profitable When the Demand Curves Are Iso-elastic. Price Discrimination Profitable
When Elasticities Differ. Price-output Equilibrium in Discriminating Monopoly. Price Discrimination.
And Output. Price Discrimination by Dumping. Effects of Price Discrimination. Is Price Discrimination
Beneficial to Society? Monopoly Power: Measurement of Monopoly Power. Elasticity of Demand and
Monopoly. Power. Is Monopoly Price a High Price? Criticism of Monopoly. Restraints on
Monopolies. Price Under Monopoly. Bilateral Monopoly. Regulating Monopoly Through
Taxation. Make-up Principle.

Price-output Under Monopolistic Competition 312-325

Meaning of imperfect Competition. Monopolistic Competition: Meaning and Nature, Prod-
uct Differentiation, Many Firms. Price-output Determination Under Monopolistic Com-
petition. Price-output Equilibrium. Short-run Equilibrium. Long-run Equilibrium of Firm
and Group Equilibrium. Product Variation Equilibrium. Group Equilibrium. Product Group
Selling Costs: Meaning of Selling Costs. How Far Are Selling Costs Efficacious? Effect
of Selling Costs on the Demand Curve. Selling Costs and Equilibrium Output. Optimum
Selling Costs. Increased Selling Costs vs. Price-Cutting. Excess Capacity Under Imper-
fect Competition. Critique of Monopolistic Competition. Effects of Monopolistic Com-
petition. Wastes of Monopolistic Competition. Monopolistic Competition. An Appraisal.

Oligopoly And Duopoly 326-336

Duopoly. Duopoly without Product Differentiation. Duopoly With Product Differentia-
tion. Oligopoly: Oligopoly Without Product Differentiation. Oligopoly With Product Dif-
ferentiation. Stability of Price Under Oligopoly. Kinky Demand Curve. Price Leadership
Under Oligopoly. Types of Price Leadership. Price-Output Determination Under price Leadership. Diffi-
culties of Price Leadership. Collusive Oligopoly. Game Theory and Oligopoly Behaviour. Effects of Oli-
gopoly. Evils of Oligopoly. Duopoly Models-Cournot Model. Edgeworth Model. Chamberlin Model.

UNIT -V : FACTOR PRICING
The General Theory of Factor Pricing 339-353

Significance of Factor Pricing. Meaning of Distribution. Functional vs. Personal Distribution. Role of
Factor Prices. Marginal Productivity Theory. Criticism of Marginal Productivity Theory. Firm’s Equilib-
rium in Factor Employment. Equilibrium Under Perfect Competition in the Factor Market. Equilibrium
Under Imperfect Competition in the Factor Market. Conditions of Monopsony. Modern Theory of Distri-
bution: Demand Side. Supply Side. Equilibrium of Demand and Supply. Transfer Earnings. Equity in
Income Distribution. Relation between Production, Value and Distribution Theories. Relation between
Value and Distribution Theories. Relation between Production and Distribution Theories. Product Ex-
haustion Problem or Adding Up Problem. Impact of Technological Progress on Relative Factor Shares.

Wages 354-370

Meaning of Wages. I[s Labour a Commodity? Nominal Wages Versus Real Wages. Why a Separate Theory
of Wages? Old Theories of Wages: Subsistence Theory, Wages Fund theory, Residual Claimant Theory.
Marginal Productivity Theory of Wages, Taussig’s Theory of Wages. Modern Theory of Wages: Demand
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for Labour. Supply of Labour. Interaction of Demand and Supply. Wages Under Imperfect Com-
petition. Exploitation of Labour. Interaction of demand and Supply. Wages Under Imperfect Com-
petition. Exploitation of Labour Trade Unions and Wage Determination: Can Trade Union Raise
Wages? Adverse Effect of Trade Union Action. Wage Differentials: Relative wages. Low Wages
of Women. Wages Under Full Employment. Share of Wages in the National Income: Factors
Affecting Share of Wages.

33. Rent 371-386

Meaning of Rent: Economic Rent and Contract Rent. Rent as Surplus. Rent and Transfer
Earnings. Ricardian Theory of Rent: How Does Rent Arise? Differential Rent. Marginal or No-
Rent Land. Does No-Rent Land Really Exist? Scarcity Rent. Criticism of the Ricardian Theory.
Further appraisal of the Ricardian Theory. Modern View of rent of Land. Land for a Particular
Use. Modern theory of Rent: How Economic Rent Arises. Quasi-Rent. Quasi-Rent and Interest. Rent
Element in Other Factors. Relation between Rent and Price: When Rent Enters Price. Rent and Economic
Progress. Rent in a Socialist state. Rent as a Basis for a single Land Tax.

34. Interest ' 387-407

What is Interest? Gross and Net Interest. Differences in Interest Rates. Differences in Pure Interest. Differ-
ences in Gross Interest. Theories of Interest: How Interest Arises: Productivity Theory. Abstinence or
Waiting Theory, Austrian or Agio Theory. Fisher’s Time Preference Theory. Liquidity Preference. Theory.
How Rate of Interest is Determined: Classical or Real Theory of Interest: Demand for Savings. Supply of
Savings, Equilibrium between Demand and Supply. Criticism. Loanable Funds Theory of Interest: Supply
of Loanable Funds Theory. Modern Theory of Interest: Hicks-Hansen Synthesis. Effect of changes in the
Variables. Critical Appraisal of Hicks-Hansen Synthesis. Can the Rate of Interest Fall to Zero? Social
Importance of Interest.

35. Profit 408-421

Nature of Profits. Analysis of Gross Profits. Pure or Net Profit. Theories of Profits: Profit as Rent of
Ability. Wages Theory of Profits. Marginal Productivity and Profits. Dynamic Theory of Profits. Innova-
tions Theory of Profits. Risk-bearing Theory of Profits. Uncertainty-bearing Theory of Profits. Conclu-
sion Regarding Theories of Profit. Normal Profits. Monopoly and Profits. Critical Evaluation of Mo-
nopoly Theory of Profits. Do Profits. Monopoly and Profits. Critical Evaluation of Monopoly Theory of
Profits. Do Profits Tend to Equality? Social Function of Profit. Macro-Distribution Theories. Marxian
Theory. Kalecki’s Degree of Monopoly Theory. Neo-Classical Theory. Kaldor’s Theory of Income Distri-
bution.

36. Role Of Price Mechanism 422-426

Problems to be Tackled by Price System. Functions of the Price System. Critical Appraisal of the Price
System. Shortcomings. Price System in a Developing Economy.

PART - TWO : THEORY OF INCOME AND EMPLOYMENT

OR MACRO-ECONOMICS

UNIT - I: SOCIAL ACCOUNTING
37. Social Accounting 429-438

Importance. What is Social Accounting? Social Accounting and Private Account-
ing Compared Uses of Social Accounting Preparation of Social Accounts: Social Ac-
counts in a Closed Economy. Social Accounts in an Open Economy. Items Included in
the various sectors of the Economy. Items included in the Production Sector. Items
included in Consumption. Items included in Accumulation Capital Transaction Account.
Problems of Classification and Definition.

38. National Income: Meaning and Concept 439-448

Meaning and Concepts. Introduction. Definition of National Income. Concepts
of National Income. Gross National Product (G.N.P.). Net National Product (N.N.P.).
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National Income or National Income at Factor Cost (N.1). Personal Income (P.I). Disposable Income
(D.I.). Measurement of National Income: Production or Output Method. Income Method. Expenditure
Method. Identity of Methods. Difficulties of Measurement. Special Difficulties of Measurement in Under-
developed Countries. Significance of National Income statistics. Is the Growth of GNP an Unfailing Index
of a Country’s Economic Progress?

UNIT - II: THEORY OF INCOME DETERMINATION
Theory Of Employment 451-465

Classical Theory of Employment. Say’s Law. Pigou’s Modification. Basic Assumptions
of Say’s Law. Implications of Say’s Law. Criticism of Classical Theory and Say’s Law.
Keynesian Theory of Employment: Principle of Effective Demand. Determination of
Effective Demand. Aggregate Supply Price. Aggregate Demand Price. Determination
of Equilibrium Level of Employment. Further Discussion on Effective Demand.
Importance of Effective Demand. Equilibrium not Necessarily at Full Employment.
Why Under-employment Equilibrium. Factors Determining Aggregate Supply and
Aggregate Demand. Summary of Kenesian Theory of Employment and Income.

Determination of National Income 466-475 NN

How the Level of National Income is Determined ? Equilibrium Not Necessarily at
Full Employment. Equilibrium Level of Income: Equality of Saving and Investment.
Keynes’ Theory in Outline. Inflationary and Deflationary Gaps. Saving-investment
Controversy. Some Macro-Economic Terms.

Critique and Relevance of Keynesian System 476-484

Keynes vs. Classical Economists. Criticism of the Keynesian Theory. Retreat from Keynesianism: Supply-
side Economics Significance of the Keynesian Theory., Theoretical Importance Practical Importance.
Relevance of Keynesian Economics to Under-developed Economies. Further Criticism of the Keynesian
Model.

Determinants of Income and Employment : Propensity To Consume 485-499

Consumption Function: Meaning. Factors Influencing Consumption. Average and Marginal Propensities
to Consume. Propensity to Save. Keynes' Law of Consumption : Propositions of the Law. Assumptions.
Implications. Factors Influencing Consumption Function: Objective Factors. Subjective Factors. Importance
of Consumption Function. Post-Keynesian Developments Regarding Consumption Function. Pigou Effect.
Three Theories of Consumption Function. Permanent Income Hypothesis. Life Cycle Hypothesis.

Determinants of Income and Employment : Inducement to Invest 500-510

Meaning of Investment. Types of Investment. Importance of Investment. Factors Affecting Investment.
Marginal Efficiency of Capital: Meaning. Investment Demand Curve. The Position and Shape of the MEC
Curve. Shifts in MEC. Role of Business Expectations in Determining MEC. Factors Influencing Expecta-
tions. Theory of Secular Stagnation. Investment and the Level of Income.

Multiplier and Accelerator 511-527

Concept of Multiplier, Kahn's Employment Multiplier. Keynes’ Income or Investment
Multiplier. Diagrammatic Representation of Multiplier. Limitations of Muluplier. Uses
of Multiplier. Leakages in Income Stream and Their Effect on the Multiplier. Reverse
Operation of the Multiplier. Importance of the Multiplier. Multiplier and Under-
development Countries. Acceleration: Concept of Accelerator. Working of the
Accelerator. Criticism of the Acceleration Principle. Limitations of the Accelerator.
Utility of the Accelerator. Comparison Between the Accelerator and the Multiplier.
Three Concepts of the Multiplier. The Balanced Budget Multiplier.

Wages and Employment 524-530

Classical View: Assumption. Criticism. Money Illusion. Effect of Wage-Cut on
Determinants of Employment: Effect on Marginal Efficiency of Capital. Effect on
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Consumption Function. Effect on Rate of Interest. Modern Theory of Wages and
Employment. Application to Wage Policy. Pigou Effect or Real Balance Effect.

46. Unemployment and Full Employment 531-544

Types of Unemployment: Structural Unemployment. Seasonal Unemployment. Frictional
Unemployment. Keynesian Unemployment or Cyclical Unemployment. Measures to
Remove Cyclical or Keynesian Unemployment. Nature of Unemployment in Under-
developed Countries. Full Employment: Meaning of Full Employment. Measurement of
Full Employment Level. Policy for Full Employment: Fiscal Policy for Full Employment.
Monetary Policy for Full Employment. Incomes Policy for Full Employment. Price Policy
for Full Employment. International Measures for Full Employment.

UNIT lil: ECONOMIC FLUCTUATIONS
\ j 47. Trade Cycles 547-562

Meaning of a Trade Cycle. Economic Crisis. Phases of a Trade Cycle. Characteristics of a Trade Cycle.
Theories of Trade Cycle: Climatic Theory. Psychological Theory. Under-consumption Theory. Monetary
Theory. Over-investment Theory. Keynes’ Theory, Modern Theory: Interaction of Multiplier and Accel-
erator. Kaldor's Contribution to Modern Trade Cycle Theory. Policy for the Trade Cycle: Remedial Mea-
sures: Monetary Policy. Fiscal Policy. International Measures. Mathews’ Model.

PART - THREE: MONEY AND BANKING

UNIT - I: MONETARY STANDARDS AND THEORY OF

MONEY AND PRICES
48. Nature and Functions of Money 565-573

Méaning of Money. Concepts of Money, Money Stock Measures in India. Difficulties of Barter, Impor-
tance of Money in Modern Economy. Dangers of Money. Money in a Socialist State. Gresham'’s Law.
Functions of Money: Money as Medium of Exchange. Money as a Standard Measure of Value. Money as
a Standard of Deferred Payments: Money as a Store of Value. Money as a Means of Transferring Value.
Primary, Secondary and Contingency Functions. Static and Dynamic Functions. When Does Money Cease
to Perform its Functions? Essentials of Good Money. Demand for and Supply of Money: Demand for
Money. Supply of Money.

49. Monetary Standards 574-586

Gold Standard: Gold Currency Standard. Gold Bullion Standard. Gold Exchange Standard. Gold Parity
Standard. Advantages of Gold Standard. Disadvantages of Gold Standard. Conditions for Successful
Functioning of Gold Standard. Causes of the Breakdown of the Gold Standard. Future of
Gold Standard. Paper Currency Standard. Advantages of Paper Money. Disadvantages of
Paper Money. Principles of Note-Issue. Systems of Note-Issue. Essentials of a Sound.
Currency System. Paper Gold Standard or the SDR Standard.

50. Theory of Money and Prices 587-602

Index Numbers: Meaning. Preparation of Index Numbers. Weighted Index Numbers. Uses
of Index Numbers. Limitations. Theories of Money and Prices: Value of Money: Its
Meaning. Quantity Theories of Money: The Quantity-Velocity or Cash Transactions
Approach: Equation of Exchange. Critical Evaluation of the Quantity Theory. Merits of
the Theory. Cash Balances Approach: Cambridge Equation. Differences between Fisher
Equation and Cambridge Equation. Friedman’s Restatement of the Quantity Theory of
Money. Modern Theory of Money: The Income Approach. Determination of the General
Price Level: Keynesian View. Role of Money in Economic Activity Conditions for
Neutrality.
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53.
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56.

Inflation 603-618

Definition of Inflation. Inflationary Gap. Inflationary Process. Wage-price Spiral.
Demand-pull Inflation. Cost-push Inflation. Theories of Inflation. Market-power
Theory of Inflation. Policy Implications. Conventional Demand-pull Inflation.
Structural Theories of Inflation. Bottle-Neck Inflation. Demand-Composition Inflation.
Causes of Inflation. Full Employment and Inflation. The Phillips’ Curve. Trade-off
Between Degree of Unemployment and Wage-Price Rise. Nature of Inflation in a
Developing Economy. Effects of Changing Prices: Control of Inflation: Monetary
Measures. Limitations of Monetary Policy. Fiscal Measures. Physical or Non-
Monetary Measures. Price Control. Failure of Price Control. Further Measures to
Control Inflation: Price Income Policy. Monetarists Recipe. Indexation.

UNIT - 1I: BANKING
Banking 621-630

Functions of Commercial Banks. Creation of Credit: How Banks Create Credit. Process of Credit Cre-
ation. Limitations. Significance of Credit Creation. Investment Policy: Liquidity vs. Profitability. Impor-
tance of Liquidity. Bank Balance Sheet. Utility of Banks. Role of Banks in Economic Development. A
Note on Non-Banking Financial Intermediaries. NBFIs and Commercial Banks. Functions of NBFIs.

Central Banking 631-643

Importance of Central Bank. Central Banking Principles. Functions of Central Banks. Note-Issuing Agency.
Banker of the State. Bankers' Bank. Lender of Last Resort. Clearing and Settlement. Control of Credit:
Objectives of Credit Control. Difficulties of Credit Control. Methods of Credit Control or Instruments of
Monetary Management. General Credit Controls. Selective Credit Controls. Bank Rate Policy. Bank Rate
Policy Under Gold Standard. Limiting Conditions of Bank Rate Policy. Keynes’ View of the Bank Rate
Policy. Open Market Operations: Limitations of the Theory. Credit Rationing. Direct Action and Moral
Suasion. Varying Reserve Requirements. Selective Credit Controls: Varying Margin Requirements. Limi-
tations of Selective Credit Controls.

Monetary Policy 644-654

Objectives. Dear Money vs. Cheap Money: Neutral Money Policy. Monetary Policy for a Developing
Economy. Role of Central Bank in Economic Development. Limitations of Monetary Policy. Role of
Monetary Policy in Indian Economic Development. Conflicting Objectives of Monetary Policy. Coordi-
nation of Monetary Objectives. Optimising Approach Fixed Target Approach. Harmonious Adjustment
and Judicious Mix. Monetary Policy Vs Fiscal Policy. Monetary-Fiscal Policy Mix.

Financial System _ 655-662
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