


~ ! 77, Consumer Protection Act, 1986 is an Act of the

J ﬁ “_ Parliament enacted to protect the interests of consumers

GRAHAK in India. The Act protects the consumers against unfair

0 practices in respect of price and quality of goods and

' N services bought by them. The Act gives to the consumers
six basic rights:

1. Right to safety for protection against the marketing of goods and
services, which are hazardous to life and property.

2. Right to be informed about the quality, quantity,
potency, purity, standard and price of goods or
services.

3. Right to choose the goods and services for being
assured of their quality and price.

4. Right to be heard by representing their complaints
in various forums for their welfare.

5. Right to seek redressal against unfair trade
practices and unscrupulous exploitation of
consumers.

6. Right to consumer education for acquiring
knowledge about their rights and exercising them.

Consumer courts and other agencies have been set up under the Act to
hear grievances of consumers.

For further details log on to http://consumeraffairs.nic.in/
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FOREWORD

The National Council of Educational Research and Training (NCERT) brings out diverse
teaching learning materials with a view to bring about qualitative improvement in school
education. The Trilingual Dictionary of Economics (English-Hindi- Urdu) for different
stakeholders of school education system developed by the Department of Education in Social
Sciences (DESS) reflects effort of the NCERT in this direction. The Dictionary contains
approximately 735 terms used in Economics textbooks of the NCERT as well as certain other
relevant and popularly used terms in Economics. Besides, the Dictionary contains diagrams,
tables and mathematical expressions that have been provided for a better visual representation

and understanding.
Economics, as an integral part of Social Sciences, is a compulsory subject in classes VIto X

and is offered as an elective in classes XI and XII. The students often face difficulties in
understanding certain terms and concepts. At times, they are familiar with a term in one of the
three languages (English/ Hindi/ Urdu), but cannot explain the same in the language used for
medium of instruction, which may be different. Efforts have, therefore, been made to facilitate
learning in economics with the help of this trilingual Dictionary. Each term and its explanation
has been given in all the three languages together, so that students can refer to any version

whichever she/he feels comfortable and also find out its explanation in the other languages.
The terms have been arranged in English alphabetical order. Hindi and Urdu terms may be

located with the help of indices given at the end. It is expected that this Dictionary may be useful
to all those, who are engaged in the teaching and learning of economics in any of the three
languages English, Hindi and Urdu. The members of the Dictionary Development Committee
and the Department of Education in Social Sciences deserve high appreciation for preparing

learner-friendly material of this kind for the first time.
As an organisation, committed to systemic reforms and continuous improvement in the

quality of'its products, NCERT welcomes suggestions for its refinement and improvement.

Hrushikesh Senapaty

Director

New Delhi National Council of Educational
Research and Training
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HOW TO USE THIS DICTIONARY

NCERT textbooks are developed in three languages- English, Hindi and Urdu. It is felt
that trilingual dictionaries (English-Hindi-Urdu) in Social Sciences will facilitate better
understanding and learning of the subjects. The Dictionary of Economics is one such
dictionary in the series of trilingual dictionaries in Social Sciences.

Economics is an integral component of Social Sciences in School education. The subject
has a technical nature, which at times,becomes very abstract for schoolchildren. As available
dictionaries are not aimed at the schoolchildren, they are often incomprehensible to them.
The Dictionary of Economics fills this gap in availability of knowledge material for children.
The tri-lingual dictionary is unique as it explains the terminology of Economics in three
languages (English-Hindi-Urdu) at one place. The learner can refer to the terms in any
language in which he or she wants to learn. It is also aimed at wider usability, in all parts
of the country covering three languages.

/balance of payments (BoP): Systematic record of economic transactions in goods,\
services, transfer payments and capital between residents of a country with rest of the
world. There are two accounts in BoP — the current account and the capital account.
(See also, Current Account,Capital Account)
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The Dictionary contains approximately 735 terms from the textbooks of Economics from
classes VI-XII. Besides terms from NCERT textbooks, some terms appearing in day to day
economic life of learners through various forms of media, are also selected. The learners
are given projects based on newspaper and magazine clippings. They are also expected to
be aware of the economic development around the country and the world. These terms are
expected to assist the learners in keeping themselves abreast with contemporary trends in
the subject of economics.




(viii)

joint account: Shared account between two or more individuals, who have a legal
right and obligation in the account.
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The Dictionary contains the terms and their explanations in English alphabetical order.
The explanation in Hindi and Urdu follows. For finding out Hindi and Urdu
terms in alphabetical order, index has been provided at the end of the Dictionary.

¥ J
3Rt 34 28 eSS U
THE A 157 84 e
THTE T 157 124 =2 bl

In economics, the diagrams, graphs, formula and equations, tables etc are often used.
Therefore, while explaining the terms, graphs, tables, formulae etc. have been included, as
and when needed.

/average revenue (AR): The total revenue (TR) per unit of output. If output of a ﬁrm\
is Q and the market price is P, then

R — -?——‘—R-v = P % Q =P
average revenue 0 0 . Hence AR is also the price of the product.
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The Dictionary contains description of some of the prominent economists, as the textbooks
have made references to them in various contexts, for example, Amartya Sen,
P.C.Mahalanobis etc. The description contains their photograph and brief introduction
about the work of such economists.




(ix)

" Mabhalanobis, P.C. (1893 —1972): An Indian economist who
was the architect of the second five year plan (1956 —1961) in
India. He introduced the strategy of development based on
establishment of heavy industries.

If the explanation of a term contains certain references of terms, the cross references have
been mentioned to enable learners to locate the referred term then and there itself.

/Bretton Woods System: A system under which a gold exchange standard Was\

adopted in an international conference held at Bretton Woods in USA in 1944. Under
this system, the value of dollar was fixed vis-a-vis gold and the value of all the other
currencies were fixed vis-a-vis the dollar. It also led to the formation of two
international financial institutions, namely the International Bank for Reconstruction
and Development (IBRD) or the World Bank and the International Monetary Fund
(IMF). (See also, World Bank, IMF)
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It is hoped that the Dictionary in Economics for Schools will be useful for schoolchildren

as well as schoolteachers. The features of the trilingual Dictionary as described above will
be helpful in making the process of teaching and learning easy and comprehensible.
NCERT welcomes feedback and suggestion for improvement of the dictionary.
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Notes




absolute advantage

aggregate demand

Aa

absolute advantage: One of the basic principles that
explains the basis of mutually beneficial trade between
countries. It states that a country has an absolute
advantage over another in the production of some
commodity when an equal quantity of resources can
produce more of that commodity in this country than in
the other. This term is associated with the works of
Adam Smith. (See also, Comparative Advantage)
e @ uF U S fagra S i anere
ST SATAT hT SATEAT AT | $Hh SFTEL, S 0 Sfe I &
waTeEl o fopet 311 9w oAl srer foR et aeq sht AR HE
ST T AT €, AT IH I &G IS H GHL a1 hT e
et < g 2T 31 TE amon veH Ry § et 71 (W
SELTERIE
PSS 2l B e 2 a6 P
Bl e D s i & e Sl s
(;i’/?";-c‘;t‘mf‘ln/lég}lb/;l;»r’.,d/..ﬂg/uuf/m%&
(A6 e d)-c K34
accommodating transaction: Transfers of money, gold
or highly liquid assets that a central bank makes to
stabilise a country’s balance of payments. These are
termed as ‘below the line’ items in the BOP. A central

bank makes accommodating transactions
country's balance of payments becomes surplus or deficit

when a

and puts pressure on exchange rate of its currency.
TN oF-29: o9, 91 a1 Tt srcafees ot afEdfa
=0T, TSTae U el oo 70 Ik I Hqe i T
TEH AT 8] §9 WA §qer @1 & A<’ (Below the Line) 1
T HET ST 21 S o Feller S FurRfSd -7 qef Al ©, ST
SR % VI W@ H STITRrE AT BT &1 ST @ S <97 o6l 9aT b
fafermre o o geme < Ter 2]

z?_;,@dy}cu%ﬁ!uﬁL*Ug,ug;o/.g:cm; :cpu:’(}:f”"
Lu,;?’mgi-‘aL"Uui‘féééjfg/fuﬂiéwgmu/uﬂ
ua_.«e_bgt‘lg (/('Below the Line' Items) e i4 b5, % 15
Juj//fuﬁgié‘jm@. Ebsrbe I3 AL Uit T U

e oI R LGS Te big WeL

accounting period: Period of time, normally a year for

which the accounts are maintained. Also known as the
financial year, it need not coincide with a calendar year.
In India, it is from 15t April to 315t March. (See also,
Financial Year)
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adjustable peg system: System of fixed exchange rate,
which can occasionally be altered under certain
conditions, e.g., BOP fluctuations. (See also, Exchange
Rate System)
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adult literacy rate: Percentage of people aged 15 years
and above, who can read and write, with understanding,
a short and simple statement.
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aggregate demand: The total demand for goods and
services by all the sectors in the economy at the
prevailing price level. The aggregate demand (AD) curve
is typically a negatively sloped curve implying that firms
provide lower output as price increases. In an open
economy, aggregate demand is equal to C+I+ G+NX,
where C stands for consumption expenditure by
household sector, I stands for investment expenditure by
business sector, G stands for expenditure by the
government sector and NX stands for net exports to the
external sector/rest of the world (net export = exports
minus imports).
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aggregate supply

agrarian economy
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aggregate supply: Total supply of the goods and
services in the economy at the prevailing price level. The
Aggregate Supply (AS) curve is typically a positively
sloped curve implying that firms provide higher output as
prices increase. There are two extreme cases of AS
curve, namely, the Classical and the Keynesian. In the
classical case, it is assumed that all productive resources
are fully employed. In this case the output level Q
remains unchanged as prices rise. The AS curve is
therefore perfectly inelastic (vertical). This case is
usually treated as a long run situation.

In the keynesian case, resources are assumed to be
under employed, hence output can increase without any
rise in prices up to the full employment level of output
Q*. Hence the AS curve is perfectly elastic (horizontal)
till Q* level, when resembles the classical case. The
horizontal AS curve is usually understood as the short
run situation.
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Price Level

A

0 Output 0

Classical aggregate supply curve

-~ y
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0 Output Q* ;

Kcyncsian aggrcgatc supply curve
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agrarian economy: An economy in which a majority of
people depend on agriculture and allied activities
(forestry, fishery, animal husbandry, etc.) for their
livelihood. (See also, Animal Husbandry)




agricultural labour

appreciation (of currency)
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agricultural labour: A person who earns major part of
income from work performed on the farms of others. An
agricultural labourer gets wages in money and/or in
kind.The mode of employment and the systems of
payments to agricultural labour in India are extremely
diverse.The labourers may also suffer from various forms
of bondage, especially as a result of indebtedness.
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agro-processing industry: A part of the manufacturing
sector that is engaged in processing of raw materials and
intermediate products derived from the agricultural and
allied sector. For example, fruit-juices, jams, jute
products, chips, dairy products, etc.
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allied activities of agriculture: Consists of horticulture
(fruits and vegetables, flowers, plantation crops, spices,
aromatic plants), fisheries,
husbandry, sericulture and forestry. Agriculture and
allied activities are an important source of livelihood for
a large section of Indian population.
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animal husbandry: Breeding, management and
controlled rearing of animals and birds for meat, milk,
egg and other products.
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annual financial statement (AFS): A written statement
of the financial position of an organisation for a financial
year. This includes the balance sheet, profit and loss
account, income and expenditure statement, etc. of an
organisation. The union budget presented by the
Government of India is an example of AFS.
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appreciation (of currency): A term used in the context
of flexible /floating exchange rates, when the price (or
value)of a currency increases vis-a-vis another currency.
This is a result of market forces. In the case of managed
floating, government intervention could also cause
appreciation. For instance, if the rupee-dollar exchange
rate was Rs. 50 to a dollar, i.e, one rupee exchanges for
0.02 dollars, and if it changes to Rs. 40 to a dollar, i.e
one rupee exchange for 0.025 dollars. Here, the rupee is
said to have appreciated against the dollars. Appreciation
of the domestic currency makes the country’s exports
more expensive and imports less expensive. The reverse




arbitrage

arithmetic progression (AP)

of appreciation is termed depreciation. (See also,
Exchange Rate)
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arbitrage: The act of buying at a lower price in one
market and selling at a higher price in another.
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arithmetic mean: A measure of central tendency. It is
calculated as the sum of the values of all observations
divided by the number of observations and is usually
denoted by x. Where ‘X’ is the variable taking the values

X 15X g peeerennen , X, its arithmetic mean is given by the

following formula:

S _XtX, betX, :121}
n

where i=1,2,...,n

And 2X, is the sum of n values of x.

The arithmetic mean can also be seen as the centre of
gravity of the histogram. Since the centre of gravity is
influenced more by weights far away from it, the

arithmetic mean is also biased in favour of values far
away from the middle. (See also, Histogram)
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arithmetic progression (AP): A sequence of numbers in
which the difference between two consecutive numbers
is constant. Symbolically, a, (a+1), (a+2), (a+3),...........
(a+ n). Here (atl)-a = (at+2)-(a+1) and so on. For
example, 1, 2,3, 4,5............ Here, 2-1= 3-2=4-3 ...
(See also, Geometric Progression).
TuTaR ruft: WA 1 98 ATeRA, SaH a1 shATTa derst
ST e BT 81 Udfehtedss &9 1: a, (atl), (a+2), (a+3),.........
(a+ n)l TE&T (a+1) - a=(a +2) - (a +1) 3T IR forg, 1, 2,
3,45 T 2-1=3-2=4-3 (3, O 20fh)|

Gl 3 s & Unaws S15% 0 o U J)U&l A (}L»’
_a,(a+1),(a +2),(at3),.........(a+tn) B.':‘*_‘g t+(Constant)
:41?&&@4/@.4!04£L;!(a+1)—a = (at2)-(at1):0ly
(g a2 1237224730 Ul 12345




ASEAN

autonomous expenditure

ASEAN: The Association of Southeast Asian Nations
which is a geo-political and economic organisation of ten
countries located in Southeast Asia. It was formed on 8
August 1967 by Indonesia, Malaysia, the Philippines,
Singapore and Thailand. Now five more countries viz.,
Brunei, Myanmar, Cambodia, Laos, and Vietnam have
also joined this group. ASEAN invites some other Asian
countries to attend its meetings as observers.
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asset: (i) A resource with economic value that an
individual or organisation owns or controls with the
expectation that it will provide future benefit; (ii) A
balance sheet item in accountancy, representing what a
firm owns. This is a stock concept.
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attributes: Qualitative variables like health, beauty,
intelligence, etc. which cannot be measured numerically
but can be ranked.
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auction: Selling of goods and services through the
process of bidding in which the highest ‘bidder’ (one
who offers the highest price above the floor price fixed
by the auctioneer) gets the possession of goods and
services. For example, auction of plots by Delhi
Development Authority (DDA) in India.
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automatic stabilizers: Any mechanism that reduces the
fluctuations in income and output due to change in
autonomous demand. For example, income tax is an
automatic stabilizer. When GDP rises, disposable income
also rises but by less than rise in GDP because a part of it
is siphoned off as taxes. It is also known as built-in-
stabilizer.
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autonomous expenditure: Components of aggregate
expenditures which are independent of the level of
income. For example, the consumption function is given
as C= a + bY, where ‘a’ is autonomous consumption
expenditure, ‘b’ is the marginal propensity to consume,
Y = level of income, and C = consumption expenditure
of households.
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autonomous investment

average product (AP)
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autonomous investment: The level of investment that
is independent of output. Such investments are made by
different sectors regardless of the level of income,
production or state of the economy.
Investment)
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International

(See also,

autonomous transactions: economic
transactions (receipts and payments) which are made to
earn profit, independent of the deficit or surplus in the
balance of payments. These are called ‘above the line’
items in the BoP. Exports and imports are examples of
autonomous transactions.
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average cost (AC): Total cost (TC) per unit of output.

(&
AC= ——. In the short-run, it also known as average total

Q
cost (ATC) and is comprised of average fixed cost (AFC)

and average variable cost (AVC) i.e., AC =AFC +AVC.
The AC is usually a U-shaped curve. (See also, Average
Fixed Cost, Average Variable Cost)
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average fixed cost (AFC): Total fixed cost (TFC) per
unit of output. AFC=TFC/Q. AFC decreases as the
output increases. AFC curve is a rectangular hyperbola.

( See also, AC, Rectangular Hyperbola, AVC)
afroa e @NTa: SeTed 1 Ui 1 Fiet FoR &l AFC =
TFC/Q S-S Ic1e seaTl ®, 9-39 3fieq fRer nrd &a ardt
STt 81 e fer AT 9% SRR STfqwae (HEeR
TIETSTST) BIAT 2] (3, 3 AT, SRR fduiaed, 3ieq
BliCKENIKASI))

AFC = TFC/Qe_ Sl JIKI3 e, i Uil Lo
Lok PEAFC_ STl b FAFCI (P Mg
< t+ (Rectangular Hyperbola) 4 é&&y
(g@»,uuy,/?&w:”“ :“é:;):')

average product (AP): Total output per unit of a
variable factor of production ( for example labour). Also
known as average physical product (APP). It is
calculated as: AP=TP/L, Where ‘L’ is the variable factor
input (labour). In the short-run, the AP curve for labour
initially rises and then falls. The table below shows the
total product schedule and corresponding values of
average product and marginal product. (See also,
marginal product)

Total Product, Marginal Product and Average Product

Factor TP MP AP
(labour)
0 0 - -
1 10 10 10
2 24 14 12
3 40 16 13.33
4 50 10 12.5
5 56 6 11.2
6 57 1 9.5
7 57 0 8.14
8 56 -1 7
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average revenue (AR)

average variable cost(AVC)
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average revenue (AR): The total revenue (TR) per unit

of output. If output of a firm is Q and the market price is
P, then

TR PxQ
R=—= =P .
average revenue 0 0 . Hence AR is also
the price of the product.
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average variable cost(AVC): Total variable cost (TVC)
o
per unit of output. It is calculated as AVC ="~ 0 . AVC

curve is usually U-shaped. (See also, AC, AFC)

YA O ATC

Cost (Rs.)

X

Units of output

AVC, ATC and MC curves
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balance budget multiplier

bank rate

Bb

balance budget multiplier: Change in equilibrium
output that results in a unit increase or decrease in both
taxes and government spending. It is equal to one.
Hafera awie Tureh: Hqferd Ieated § @ At afted S R qe
G 549, ST § B STl SohTS TREa o B ®q BidT 81 SHeR
T T o SIS B 2

ui»@]'d/Q)J’g?&/fdb'gﬂuﬁ/l;!,g’&ﬂ; :hf/uhb.;'d/.';
-‘L&n/,l/,évg/ﬁd/u’l_‘agn.f?(&ié K’ddbLm)ﬁ

balance of payments (BoP): Systematic record of
economic transactions in goods, transfer
payments and capital between residents of a country with
rest of the world. There are two accounts in BoP — the
current account and the capital account. (See also,
Current Account,Capital Account)
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balance of trade: Difference between the values of
exports and imports of goods or merchandise for a
country. It is a sub-category of Balance of Payments
(BoP) of the visible items of trade only. It is considered
favourable exports imports  and
unfavourable when imports exceed exports.
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balance sheet: A financial statement that summarises the
assets and liabilities of a firm at a specific point of time,
generally at the end of a financial year. The balance sheet
gives investors, an idea as to what the firm owns and
owes, as well as the amount invested by the shareholders.
T O T foref ey foremeor it fopelt ey oy e, wirarer: ferefor
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balanced budget: A type of budget where total receipts
are equal to total expenditure for an accounting period.
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bank: A financial institution whose main activity is
accepting deposits and lending money. Banks also
facilitate financial trading activities, exchange of foreign
currencies and miscellaneous money related activities.
(See also, Reserve Bank of India, Commercial Banks)
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bank rate: Rate of interest which a central bank (e.g. the
Reserve Bank of India) charges on the loans and
advances made to commercial banks. In India, it is a rate
at which banks are penalised for shortfalls in meeting
their cash reserve requirements. (See also, Cash Reserve
Ratio)
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bank run

base year
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bank run: A panic situation in which customers try to
withdraw their deposits simultaneously and the bank's
reserves are not sufficient to cover the withdrawals. A
‘bank run’ takes place when the customers of a bank fear
that the bank will become insolvent and rush to the bank
to take out their money as quickly as possible to avoid
losing it.
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bar diagram: A visual representation of data of a
discrete variable, where vertical or horizontal rectangular
bars are drawn. One bar corresponds to each value (or

group of values) of the wvariable, and its length is
proportional to the data of the particular values.
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barriers to entry: Strategic actions taken by firms or by

other actors to prevent or restrict the entry of new firms
in the industry. Barriers may be imposed or erected by
the industry to protect the incumbent firms and restrict
competition in the market.
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barter system: A system where goods and services are
exchanged for other goods and services without the use
of money. In barter system, there should be double
coincidence of wants, i.e. Person A should be willing to
buy the commodity person B is offering and vice versa.
(See also, Double Coincidence of Wants) In this system
each sale is automatically a purchase and vice versa.
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base year: A normal year with reference to which
current year is compared. It is used in the preparation of
index number series for prices, quantities, expenditure
and revenue. In the choice of base year, it should be
noted that the base year should not be too far in the past.
Any year in which unexpected events such as drought,
famine, war, etc. have occurred should not be chosen as a
base year. The base year is changed periodically.
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basic needs

bivariate frequency distribution
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basic needs: Minimum requirements of a human being
for survival. These consist of food, shelter and clothing
and access to basic services like sanitation, education,
and health care. These needs are not fixed physical
requirements, but change with time. What is considered a
basic need today may not have been considered basic in
the past.
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bilateral trade agreement: Agreement arrived at, after
negotiation, on terms and conditions of trade of goods
and services between two countries. (See also, Tariff,
Terms of Trade)
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bimetallism: A monetary standard of a country where
the monetary unit is convertible into two metals: gold or
silver. For example, in the 19th century, in United States
of America, the dollar was convertible into either 22.5
grains of gold or 371 grains of silver (a grain is equal to
0.065 grams).
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biocomposting: One of the natural ways to recycle
organic waste, i.e. cow dung, food waste, leaves, grass
trimmings, paper, wood, feathers, crop residue, etc. into a
valuable organic manure.
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biodiversity: Variety of genetic strains, species and
ecosystems existing in nature. It includes the variability
of living organisms and the ecological complexes of
which they are a part.
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bivariate frequency distribution: Frequency istribution
of two variables.
Table

Bivariate Frequency Distribution of sales (in Lakh Rs.) and
Advertisement Expenditure (in Thousand Rs.) of 20 firms

Sales (in lakh)
® 115-125] 125-135| 135-145| 145-155| 155-165| 165-175| Total
S
s[04 2
85 |6466] 1 3 4
N =
x 26668 1 1 2 1 5
g g
5 S|68-70 2 2 4
B
5 <|70-72 1 1 1 1 4
S
S  |Total| 4 4 6 3 1 1 19

The number written in each box is the count of the
number of firms that advertisement expenditure within
the row heading and the sales interval provided in the
colum heading.




Bombay Stock Exchange (BSE) 11

break even point
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Bombay Stock Exchange (BSE): A stock exchange,
established in 1875, which is situated in Mumbai, India.
It is the oldest stock exchange in Asia. (See also, Stock
Exchange)
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bond: A financial instrument issued by government
financial institutions and corporate bodies to raise long
term capital. The issuer is therefore indebted to the bond
holders and is required to pay interest (called coupon)
and/or the principal amount. The coupon is decided at the
time of issue of the bond and depends upon the rate of
interest at that time, and the credit worthiness of the
issuer. Bonds may have a fixed period of maturity or in
some cases may be perpetual. In most cases bonds are
negotiable, i.e. their ownership can be transferred. Hence
bonds have high liquidity in the secondary market. The
price at which bonds are traded depends on the present
value of all future returns. This in turn is inversely
related to the rate of interest and directly related to the
coupon value and the remaining period till maturity.
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bond market: The market in which trading in debt
securities takes place. Bonds are issued by governments,

financial institutions and corporate bodies to raise
long-term capital.
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break even point: A point or quantity of production at
which the average cost of product is equal to average
revenue so that the firm earns only normal profits. At this
point, the total revenue is also equal to total cost of
production. A perfect competitive firm always earns
normal profit in the long run. (See also, Normal Profit,

Shut Down Point)
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Bretton Woods System

budget constraint
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Bretton Woods System: A system under which a gold
exchange standard was adopted in an international
conference held at Bretton Woods in USA in 1944.
Under this system, the value of dollar was fixed vis-a-vis
gold and the value of all the other currencies were fixed
vis-a-vis the dollar. It also led to the formation of two
institutions, namely the
International Bank for Reconstruction and Development
(IBRD) or the World Bank and the International
Monetary Fund (IMF). (See also, World Bank, IMF)
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BRICS: Group of five major developing countries
formed to safeguard their economic and political

interests. These countries are Brazil, Russia, India, China
and South Africa.
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broad money: One of the measures of the money supply
in India which includes currency in circulation, demand
deposits with banks and other deposits with Reserve
Bank of India plus Net Time deposit in the commercial
banks. It is referred to as M3. M3 = M) (Currency and
coin held with public + Demand Deposit) + Net Time
deposit in the commercial banks.
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budget: An annual financial statement of the estimated
expenditure and income of government or an organisation.
(See also, Government Budget)
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budget constraint: A condition defined as income limit
on purchasing of goods and services at given prices. In a
two commodity model, a consumer can buy any bundle
( X+X.) such that BX, +PX,=M. This inequality is
called the consumer’s budget constraint. Here P,= price
of good 1, ;= quantity of good 1, P, = price of good 2,
X,= quantity of good 2 and M= Income of the consumer.
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budget deficit

Bureau of Energy Efficiency (BEE)
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budget deficit: (See also, Deficit Budget)
TSI FTeT: (3, TTe T T972)
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budget line: Graphical representation of the various
combinations of the quantities of two goods which can be
purchased by exhausting a given money income and
prices of goods. Let there be two goods, where good 1 is
given by X| and good 2 by X, and the prices are P, and
P, . Then, P, X +P,X,=M is the equation of this price line
or budget line. Here M is the money income of the
consumer and P, and P, are price of good 1 and 2.

(See also, Budget Constraints, Budget Set )
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budget set: Collection of all bundles that the consumer
can buy with the given income at the prevailing market
prices. The boundary of the budget set is called the
budget constraint. In a two commodity situation, the
budget set is the set of all points (X1, Xz2) satisfying the
condition P,X +P,X, <M where P1 and P2 are prices of
the two goods and X1 and X2 are quantities respectively
and M is the money income.
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buffer stocks: Raw materials, food grains, metals,
finished goods, etc., kept as reserves to safeguard against
unforeseen shortages and to prevent fluctuations in the
price.
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Bureau of Energy Efficiency (BEE): An organisation

established by the Government of India in 2002, that

takes initiatives and encourages industry and people to
conserve and use energy resources efficiently.
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capital gains
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capital: Already produced durable goods, that are used

in the production of goods and services are called capital.
Capital is distinguished from other goods used in

production such as land or natural resources by the
requirment that it is produced. Capital goods enhance the

ability of human labour to perform economically useful

work. Thus, a plough with a farmer or an electric drill
with an electrician is capital. The term capital more

generally is used to refer to all money and resources that
are used in production of goods by a capitalist/
entrepreneur in order to make more money. More

recently, the term capital has been used in a broader form
to include human talent and skill and is referred to as
'human capital'.
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capital account: A financial statement that records the
long term transactions such as stock, bonds, loans, etc.
Examples: (i) In balance of payments, this consists of
flow of capital assets between a country and the rest of

the world. (ii) In the government budget, capital account
records loans and borrowings.
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capital budget: An account of the assets and liabilities
of the government consisting of capital receipts and
capital expenditure. (See also, Capital Account)
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capital deepening: A method of increasing output

through increase in capital employed by increasing the
ratio of capital to labour employed. In this case the rate
of increase in employment is lower than the rate of
increase in capital employed.
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capital expenditure: Expenditure on acquisition of land,
building, machinery, equipment, etc. by government/
organisation.
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capital gains: The rise in value of a capital asset such as
land or stocks. The gain is the difference between the
sale price and the purchase price of the asset.
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capital goods: Goods that do not wear out or get

consumed in a short time period. They continue to serve

us through different cycles of production. The buildings

or machines in a factory remain in use irrespective of the
specific time period. However, new machines can be

added or obsolete ones can be replaced.
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capital loss: Decrease in the value of assets due to

unforeseen events such as technological change, theft
accident and natural catastrophe, etc.
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capital market: Market in which long term financial
resources (bonds, stocks, shares, debentures etc.) are
traded.
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capital output ratio: The ratio of capital to the total
output. A high capital output ratio implies that a larger
amount of capital will be required to produce output.
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capital receipt: Loans, grants, aid, etc. received by
government or an organisation.
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capital widening: A method of increasing output
through increase in the capital employed where the ratio
of capital and labour employed is kept constant. Such a
method provides for the increase in employment at the
same rate as the increase in capital employed.(See also,
Capital Deepening)
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cardinal utility: Utility measured in numerical terms. Its
unit of measurement is called ‘util’. This approach to
utitlity has been a subject of much criticism, since util

remains a hypothetical unit and has no equivalent in the
real world.
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cartel: An association of producers who agree to fix

common prices and output quotas in an oligopolistic market

to maximise joint profits. Organisation of Petroleum

Exporting Countries (OPEC) is an example of cartel

operating at international level.
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commercial bank
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central bank: The apex monetary institution of a
country. It issues currency, controls credit, and acts as
the banker to the government and the other banks. It also
acts as a lender of last resort to the commercial banks.
Reserve Bank of India is the Central Bank of India;
Federal Reserve System is the Central Bank of the
United States.
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ceteris paribus: A Latin phrase, which means ‘other

things remaining the same’. It is an assumption of
constant conditions. Used in order to study the effect of
one variable on another variable, keeping all other
variables constant.
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cheque: An instrument for transferring money from one

person, institution or firm to another. Through a cheque,

a person orders the bank to pay a particular amount to the
bearer from her account.
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circular flow of income: The flow of money (receipts
and payments) among households, firms, government
and rest of the world. The diagram below shows circular
flow of income in a two sector model.

gactor Income

Circular flow of money
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command economy: An economy in which the
decisions of a centralised planning authority exert the
major influence over allocation of resources. It is also
known as centrally planned economy.
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commercial bank: A financial institution that accepts
deposits and lends to borrowers to create credit in the

economy. In India, commercial banks exist both in the
public sector and private sector.
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consumer price index (CPI)
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comparative advantage: Production of a commodity by
one firm/country at a cheaper rate relative to the same by
another firm/country. It is based on what a firm/country
can do relatively better than other firm/country.

Table: Production (kg) per labour hour in two
countries

Country |Rice | Wheat | Exchange rate of Rice in terms
of Wheat (Relative Price)
USA | 4 12 4:12=1:3
India 3 6 3:6=1:2

As per the above data, even if the USA has an absolute
advantage in production of both commodities in terms
of their quantities, since it can produce more wheat per
labour hour and more rice per labour hour compared to
India. Still, India has a comparative advantage in
production of rice compared to that of wheat. Since a kg
of rice exchanges for 3 kg of wheat in the USA but
only 2 kg of wheat in India. On this basis the theory
argues that India by exporting rice and USA by
exporting wheat both countries can be better off.
Therefore, USA should specialise in the production of
wheat and India in rice.
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complementary goods: Two goods where increase in
the price of one leads to a decrease in the demand of the
other and vice versa. For example, the increase in price
of car leads to decrease in demand for petrol.
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consumer: An economic agent who takes decision on
buying of the goods and services for satisfaction of
wants.
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consumer goods: Goods purchased for finalconsumption

by the household. For example, food, clothing, etc.
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consumer price index (CPI): A statistical measure of
the average change in retail prices of a given basket of
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cost

goods and services purchased by the consumers in the
market at a given period of time. It is also called cost of
living index or retail price index. Since the basket of
goods consumed by different set of consumers is

different, different consumer price indices are prepared,

Examples of these are CPI for industrial workers, for
agricultural labour, etc.
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consumption: Use of goods and services directly to

satisfy wants. An automobile, for example, helps to

satisfy its owners’ desires for transportation, mobility,

entertainment, etc. Hence, use of the automobile will be
called consumption. But use of an automobile can also be
for transporting goods for sale. In that case the use of the
automobile is not called consumption.

IUHRT: SEATIFATHAT I TqE FA o TG TEGAT 3 Farsql
eI W IS fAU, wh ared ot @t & uftae,
TTferefieraT, TR, STfe st georet T qfd & WEmdT T 3 T
AR T ITAN ITHNT FEATC| foh ATe T ST forshl i
A & itaed o forg ot foram s wehar 81 3@ Rufa #, are &1
ST, T sHEea|

S8l S I Kb iniid £ JE St 10
3 nlbbd_ Ut T e s A EP L e
g’lc‘_vl.aWv“mts/u/dwid%éuuugénd/g(6“)3
- U:lgl[gf-{“ié =TS Usz s i ess JJ16 $ ¢

b2 L S 5

consumption expenditure: Expenditure on all final

goods and services by the households.
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consumption function: Functional relationship between
consumption and shows us the
consumption expenditure(C) varies with changes in
income(Y). The consumption function was introduced by
J M Keynes and written as

C=f(Y)=a+bY
where a is autonomous consumption and b is marginal
propensity to consume, Y is level of Income and C is
household consumption expenditure.
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Expenditure incurred by the producer or
entrepreneur in the production of goods and services.In
economic theory it is only the prospective cost that is
taken into account for rational decision making by an
entrepreneur. Costs that have already been incurred and
can not be retrieved are called sunk costs and are part of
the factors to be taken into account in order to take an
economic decision.
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current account
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credit: Amount lent to a borrower by a lender for a
particular period of time at a given rate of interest.
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credit card: A card issued by a bank to its customers
giving direct access to credit up to a certain limit. It is
also known as plastic money.
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credit squeeze: Restriction of the flow of credit. It is
generally used by the Central Bank as an instrument of
monetary policy to regulate money supply and control
inflation.
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currency: Coins and paper money issued by the Central

Bank for circulation in the economy. In India, RBI is the

sole issuing authority of currency which is the legal

tender money.
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current account: Statement of all economic transactions

taking place in the current year. Example: (i) In the
balance of payments (BoP), current account records

exports and imports in goods, services and transfer
payments. (ii) In the commercial banks, it is a type of
account that does not offer any rate of interest.
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debit

Dd

Dandekar,V-M-andRath,Nilkantha: Indian Economists
who developed the concept of poverty line based on
nutritional requirement of individuals. According to
them, a person consuming less than 2250 calories per day
is termed as poor.
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data: All information derived from economic agents

(people, firms,government, etc.) is called data. Such

information may be quantitative (i.e in numbers) or
qualitative (i.e in description). This data is used for
descriptive and analytical studies. For example, data can

be used to describe the levels of literacy, gender

inequality, and demography. Data may also be used to

check whether literacy is rising, gender inequality is

lessening or the demographic structure is changing. The

data may be available from first hand information, in
which case, it is called primary data. If it is available
from second hand information, it is called secondary

data.
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debit: An accounting entry which results in either an
increase in assets of a creditor or financial institution,
(e.g. commercial bank) or a decrease in its liabilities or
net worth. In case of individuals or firms, the debit will
result in increase in liabilities or decrease in assets. It is
the opposite of credit. It indicates the left hand side of the
balance sheet of commercial banks. It refers to the
responsibility or obligation of the bank for payment to
others. It is a bank debt to customers, which includes the
borrowing or debt items. From the debit side, we can
know the source from which funds can be raised to pay
for the liability. The items of the debit side are share
capital, reserve funds, deposits, bills of draft payable,
borrowing from other banks and acceptance and
endorsement, etc. ATM card is one of the examples of
the debit, by which one can withdraw money at any time
from one’s account in a bank, reducing the bank’s
liability.
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deforestation
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debt: Amount of money and other assets borrowed by an
individual, firm or government from a lender or financial
institution. Debt is incurred to cover expenditure when
income falls short of expenditure. Payment of interest at

the time of the repayment of debt is called debt service.
wwoT: forelt safh, Wil AT TR g foRdt SRuraTar Srea fofi weem

G form T o SR 7= et 0 36 @9 A U i 6 Y
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debt trap: A recurring situation where a new debt is
added in order to repay the interest and/or the principal

sum of existing debts.
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deficit: An excess of expenditure over income of an
individual, organisation and government over a period of
time. Also, see budgetary deficit, trade deficit, balances
of payment deficit, etc. See also, Fiscal Deficit, Revenue

Deficit)
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deficit financing: Acquiring resources to fill the gap
between government expenditures and revenues. These
resources may be obtained through borrowings from the

public or printing of new currency by the central bank.
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deflation: A decline in the general level of prices of
goods and services during a specific period of time.
Deflation has a negative impact on the profit received by
producers and therefore reduces the desire to invest. This
the of growth of output
employment. It is reverse of inflation.
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deforestation: A decline in the forest cover in any region
over a period of time.This may be due to (i) government
policy, i.e diverting forest lands for urban needs or for
setting up of industries (ii) encroachment and removal of

slows down rate and

forest cover by villagers for agriculture or housing or
(iii) natural
changes.This is one of the important reasons for
environmental degradation leading to adverse effects on
people and wild animals in terms of living pattern,
livelihoods, and weather conditions,
environmental pollution.
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demand for money

&L LD Felusy el Luds PG e b b
GG ) G unb Plud £ FL Uk ok kIS
Ul UIU12 e 23 b 66 QUL ULk &7 QU ke 6T

-4‘-.Cglé’ai}.'i/’;/vdi)f&yiL}d///ﬂlm.,f:di’/'jmd:

de-industrialisation: A process that causes the closure
of industrial enterprises leading to decline in the number
of people employed in industry as a whole in a particular
region.
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demand: Desire backed by an individual’s willingness
and ability to pay for a particular commodity. In
economic theory, merely want or need does not
constitute demand unless it is supported by ability to pay.
HIT: SAfch shl Icgehell ST A &FHaT o arer foreft forar =g <t
T30 oMk fogia o, AT g==7 AT SATITHAT T T haatrdl,
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demand curve: A curve or a line which shows the locus
of all points representing the relationship between the
price of a product and its quantity demanded assuming
that all factors affecting demand are held constant. The
demand curve usually slopes downwards because there
is inverse relationship between the price and the quantity
demanded, called the law of demand.

YA

Price

Quantity

Demand curve {dd)
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demand deposit: A type of deposit at a commercial bank
where the depositor can withdraw the deposited amount
in part or whole at any point of time. Such deposits are
usually identified with current account and saving
account. These are chequable deposits.
HIT SHT: AT sioh § TGl TAT Ueh STHT, ST&l SRl STHT ohi
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demand for money: Demand for money refers to the
desire to hold money in the form of liquid assets. The
demand for money arises for three important reasons: (i)
to purchase goods and services (transaction motive), (ii)
to meet unforeseen expences (precautionary motive), and
(iii) to buy and sell stocks and bonds to make financial

gains (speculative motive). While the demand for money
due to transaction and precautionary motives are positive

functions of income (Y) and demand for money due to
is inversely related to the rate of
interest (r). In sum therefore the demand for money.
=f(Y.r)
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demographic transition
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demand function: the functional relationship of the

dependent variable, i.e the quantity demanded with the

independent variables, i.e price of the product, income of
the consumers, prices of other products, taste and

preferences of the consumers, etc.
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Where (STeh)

Q= quantity demanded

Q= wift TS AET

P = Prices of the products

p — ScdTar St Fd

Y = Income of the consumer
Y = SUNIRT ST 3T

T = Taste of the consumer
T T A

O = Prices of other products
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demand schedule: A hypothetical tabular representation

of the various prices of a product and the specific
quantities demanded at each of these prices. On the basis
of this hypothetical information, demand schedule can be
represented by a demand curve.
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demat account: Account of stocks and securities of an
individual or firm held electronically in paperless
(dematerialised; demat) form with an authorised agency
with a view to enable paperless transaction of such stocks
and securities over stock exchange.
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demographic dividend (population dividend): A rise
in rate of economic growth due to the rising share of
working age population (15 to 59 years) in total
population.  Population demographic
dividend when a falling birth rate leads to decline in the
dependent population.
FATTReRIE FTHIIT (FAEEAT A19I): 15 & 59 a9 i 311G
FRITTA-ATY ST 1 el WIaRT o gRT il Fafg T
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demographic transition: Change in the birth rates, and
death rates during different stages of a country’s
economic development. In the first stage (subsistence
economy), both the birth rate and death rate are high; so,
there is very little change in the overall size of the
population. In the second stage of economic development
(developing economy), income per head begins to rise
and there is fall in the death rate due to better nutrition,
sanitation, medical care, etc which brings about a period
of rapid population growth. In the third stage (modern
industrialised economy), the population growth is

characterised by declining birth rate. At this stage,
population growth slows down and stabilises.

dividend or
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depression
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demography: Study of human population on the basis of
certain characteristics such as birth rate, death rate, age
and sex composition, population density, infant mortality
rate, maternal mortality rate, child mortality rate,
migration, etc.
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density of population: The ratio of the total number of

people living in a region to the total area of that region.
According to 2011 census, India’s density of population

is 382 per square kilometre, while in 2001 census, it was
324 per square kilometre. This is one of the important
characteristics of demography.

SEEAT g ot & H, W ared AT sl Fel W aut 39
&7 % &l T ST T FoReAHIe & & Te= arel @ oht
HEAT a9 2011 T SFATUAT o STTEI, TR 1 STTEEAT B 382
=afth Wi o fepcirier 8, Stafsh 2001 1 0T § A% 324 =R
sifer st fepetieftex om @18 Srifereht 3 wewarut stfirerami 3 & e 21

2011 _}lﬁdﬁl}l!_l)é{‘_/u:‘i/é/)‘f}gd/ug d)LT_‘;«’C’/

S22 3828 S GTSese S LSS
K Lol TP R0 3324 2307, L i 2001
-4"_}17{.(?!..@

deposit: The amount of money kept by an individual or
organisation in the bank/post office. Commercial Banks
have three types of deposits-demand deposit, time
deposit and saving deposit.
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depreciation(of capital assets): Reduction in the value
of a capital asset through normal wear and tear and
expected obsolescence. It is also known as consumption
of fixed capital or replacement cost of capital.
Depreciation= Gross Investment-Net Investment
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depression: A phase in the business cycle which is
characterised by decline (slump) in the level of economic
activity, high level of unemployment and fall in the
demand for goods and services. The Great Depression of
1929 and the Economic Crisis of 2008 are example of the
above.

GDP

(6]

“y

Time period

Business cycles
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diminishing marginal rate of substitution
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deregulation: Withdrawal of government control from a

sector/activity/market.The main objective of deregulation

is (i) to promote competition in areas which were
previously under exclusive control of the government.

This allows private companies to compete for business
in areas earlier confined to central government or local
authority, (ii) to allow for greater role of the market in
deciding the levels of prices and output in an industry. In
India deregulation has occurred in commercial banking,

civil steel, telecommunication,

petroleum and so on.
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devaluation: Reduction in the price of one currency
against another under a fixed exchange rate system by
the central bank of a country in order to correct the
deficit in the balance of payments. Devaluation makes
imports more thereby reducing import
demand and increasing exports by making then cheaper.
sramea: foret aur o el o g uek T fofe ot wgha &
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developing country: This term is used to characterise
countries which possess many of the following features:
predominance of agriculture, rate of capital
formation, low level of gross national product, low per

low

capita income, under utilisation of natural resources, low

standard of living, and lack of infrastructural facilities

etc.
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diminishing marginal rate of substitution: It is an
assumption of the indifference curve (ordinal) analysis of
consumer demand. It states that for a consumer at a fixed
level of satisfaction, the amount of good Y exchanged for
one unit of good X declines as the total amount of good
X consumed increases. This assumption leads to the
indifference curve having a shape convex towards the
origin. (See also, MRS and Indifference Curve).
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Diminishing marginal rate of substitution
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disguised unemployment
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direct tax: Tax levied by the government on the income
and wealth received by the individuals (households) and
business, for example, income tax, corporation tax,
wealth tax.The burden of direct tax is borne by the
person on whom it is initially imposed. Direct taxes can
be progressive in nature in so far as the rate of taxation
can vary directly with the income and the wealth of the
tax payers.
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discrete variable: A variable is said to be discrete, if it
either takes a finite number of values or a countably
infinite number of values. In any case, the variable

should not take all values within any interval. For
example if X is a variable that assigns the class in which

a school student is admitted, then X take integer values
from 1 to 12 and no other. Hence, X is a discrete
variable.
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discretionary fiscal policy: An approach to control the

country’s economic activity through fiscal policy. It

relates to the discretionary power of the government to
take decision with respect to taxation, government

expenditure, government borrowing, and management of
the government debt. Through discretionary fiscal policy,

the government can stabilise the economy, maintain

equitable distribution of wealth and income in the society
and achieve full employment.
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disguised unemployment: A situation where workers
appear to be employed, but are actually not contributing
to the total output. Even if some of the workers are
withdrawn from their present occupation, the total output
will remain the same. The marginal productivity of a
worker is zero or negative in such case. However, the
workers do not consider themselves to be unemployed.
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dividend
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disinvestment: A situation when capital consumption

exceeds investment and the wear and tear of capital is not
replaced by new investment. It also includes the sale of
capital equipment or capital stock of a company to raise
resources and change the equity and (or) management
structure of a company.
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disparity: It refers to the inequality in terms of
availability of resources, both human and non-human
across regions or population groups. For example,
inter-state  disparities, disparities, gender
disparities.
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dispersion: Measure of the degree of variation (spread)
of avariable.The purpose of the dispersion is to determine

the reliability of an average and to compare variability of
two or more series. The important methods for measuring

income

dispersion are range, quartile deviation, mean deviation,
standard deviation.
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distribution of a variable: Distribution of existing stock
of net assets of a country among individuals.
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diversification: The process by which a firm expands
the range of its output. The firms diversify their products
to increase profitability and reduce the impact of cyclical
fluctuations. Diversification has
significant growth of MNCs (Multi-national corporations)
and TNCs (Trans-national corporations).
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dividend: The part of a company’s profit earnings which
is distributed among its shareholders in proportion to
their share holdings. It is usually expressed either as a

percentage of the nominal value of the ordinary share

capital or as an absolute amount per share.
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dumping
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domestic  goods: Goods produced within the
geographical territory of a country regardless of the
ownership of the labour and capital used in their
production.
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double coincidence of wants: Occurs when a party is

able to offer something that the other party wishes to
have. This is one of the conditions for barter transaction.

For example, when a party wants to trade amount 'a' of
good X for amount 'b' of good Y, and another party is
willing to trade amount 'b' of good Y for amount 'a' of
good X.
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drain of wealth: Refers to the transfer of wealth of a
country abroad such as the one during colonial period
when there was a huge net financial transfer from India
to Britain in the form of Indian goods during 1772 to
1815. It took place through the excess of exports from
India for which there were no equivalent imports leading
to drain of wealth from India. Dada Bhai Naoroji
introduced this term in his essay ‘The benefit of British
rule’ in 1871in the context of India’s drain of wealth to
Britain. (See also, Naoroji, Dada Bhai)
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dual pricing: Refers to the practice of charging different
prices for
markets. It may indicate an intention to engage in
dumping. This concept is in discriminating
monopoly. (See also, Price Discrimination)
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dumping: Occurs when a producer sells a commodity in
a foreign country at a price that is lower (net

transportation cost, tariff) than the price which he
charges in the domestic market. Sale of a commodity in a

the same or identical product in different

used

foreign market may also be at a price below marginal

cost. An exporting country may support the short-run

losses through such a policy in order to eliminate

competition and thereby gain a monopoly in the foreign

market.
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duopoly
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duopoly: A market situation in which there are only two
sellers. The duopoly market deals with two main models:
(i) Non-cooperative model such as Bertrand duopoly
model (where duopolists compete with each other
through their choice of price), Cournot duopoly model
(where duopolists compete with each other through their
choice of quantity), and (ii) cooperative model such as
collusive model, when two firms recognise that their
actions are interdependent and hence will attempt to
avoid mutual rivalry.
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economic cost

economic reforms

Ee

economic cost: Sum total of actual money expenditure
on inputs (explicit cost), imputed value of the inputs
owned by the owners (implicit cost) and normal profit.

Economic Cost = Explicit cost + Implicit cost + Normal

profit
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economic efficiency: A term used both in production
and in exchange to compare different allocations of
goods and factors. Pareto efficiency is a formal method
to define efficiency. In production, an allocation of
factors to different industries is considered inferior in
terms of efficiency to another allocation if the second
allocation produces an output that is higher in atleast one
industry without being lower in any other industry.
Conversely, the second allocation is called superior in
terms of efficiency to the first allocation, if there does
not exist any allocation that is superior to a given
allocation, then such an allocation is called optimal.
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economic reforms: Refer to wholesale changes in
economic polices intended for Liberalisation, Privatisation
and Globalisation (LPG).
liberalising or loosening government controls on the

Liberalisation refers to

economy, e.g. removing, licenising; Privatisation refers
to increasing private ownership of resources and assets;
and globalisation refers to increase flow of goods,
services and capital across countries. Some examples of
economic reforms are removal of licence raj, removing
government of agricultural produce,
disinvestment,  permission  for  greater  foreign
investments, freeing of capital markets, etc. Many
countries started adopting economic reforms in 1970s. In
India the beginning of this process is usually dated to
1991.
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effective demand

elasticity of demand

effective demand: Sum total of planned expenditures or
planned demand in the economy, i.e is consumption
demand + planned investment + government expenditures
+ net exports. In keynesian theory, equilibirium income
is that level of income where output produced or income
generated is equal to effective demand.
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elasticity of demand: Measures the degree of
responsiveness of the demand for a good to change in its
price. Certain goods are more elastic than others and the
elasticity of a single good also varies for different levels
of prices and quantities.

“o change n quantity demanded

ed=
% chanege 1n price
2Q/Q. AQ P
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Since the change in prices and quantities are in the
opposite direction due to the law of demand, a negative
sign is affixed so that eq is positive.
If the % change in quantity demanded is greater than the
% change in price, ed>1. In such cases, demand of the
good is called elastic. Here an increase in price leads to a
fall in expenditure or revenues. Conversely, if ed<1,
demand curve is called inelastic. In such cases, rise in
price leads to a rise in expenditure or revenue. In case
ed =1, the demand curve is called unitary elastic and
change in price has no impact on expenditure or revenue.
Since, ceteris paribus, a steeper demand curve is less
elastic compared to flatter one, since slope of the demand
. aP
curve is —=
Elasticity of demand of a good is also examined in
relation to income as well as prices of other goods. These
are refered to as:

2Q/Q
AM/M

income elasticity of demand = where Q is

quantity demanded and M is money income.

2Q,/Q,

aP,/P,

cross price elasticity of demand = where Q1 is

quantity demanded of commodity 1 and P2 is price of

commodity 2.

Income elasticity is positive for a normal good and
negative for an inferior good. Cross price elasticity of
demand is positive for substitute goods and negative for
complementary goods.

HiT ST e forelt awq it hima § aftedd o i seeht w s
ST AT HeEARIIerdT 1 HIY 2| F& a6qC qull aeqal ¥ At
TG BT & 1 T & aReq ol A hIHal o WSt o 1T Sl
& o - &t &)

qET § yfderd aiEds

ed= s | faerd giedT
_ L\Q;Q.. . ﬂ i
cd=-"pop, "

it AT T o A 8 % FROT, Al F JEel 7§ afEdd
forria fammradt 7 21T 2, T U SHTes foavg. ST AT aen
od THTH Bl

I witf 78 @ # idwrd aREd Shied & gfaerd aited & st
BN ed>1| Ut Reurfer & g 1 AT SRR et 2 U H, Hd
F gfig T T AT ST R & S 81 3hh [ A o g< 1,
T | =I5k SIeT=eR heardr 2 U feufa §, s sg w == a1
s off gfg 81 It 21 A ed=1, @ AT 95 FHE ARER
FHEATdT & qAT hiAd | INadT 1 37 A7 SEH I his I9TT Tl
gedrl

T I TEE T W, @ @l T 5T 95 9ue ui gk
T ¥ FH TR BT €, F1Teh Wi 56 ol G araT 2l

Teh q T AT T AT i Fore=mT 1 qem 1=y Feqal il hmai
& et 7 oft T STl 1 T 39 THN E:

i Y 37 e = % STt Wit T 7 & qer M i e

2l

o QQ|KQ| o .

T S 3T A = BT STt Q) & | T ATt 7 HEA & e
alyiks

P, 3% 2 %1 i

T TTHT 3Req ohT 3T 1=l EATeHh Bl & aelT fehife st g
fTe o1 HomTens Bt ] AT At ST HA T TR aRq
o oI, eTTeeh Qe e el o foTe omewsh gt 2l

Z.?&jhd/iu’z;y“&iiuﬁcﬂgz‘{.ﬁéw ._gd/.fl.
drbfolie el bl P e JedFPadetiln




elasticity of supply 32 elasticity of supply
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elasticity of supply: Measure of the responsiveness of
quantity supplied to changes in price. It is defined as the
ratio of percentage change in quantity supplied to the
percentage change in price.
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The value of eg less than 1 is called inelastic, exactly
1 in called unitary elastic and greater than 1 is called
elastic. Elasticity values of zero and infinity are called
perfectly inelastic and perfectly elastic respectively.

that point may be examined. If the intercept of the
tangent on the price axis is positive, the supply curve is
elastic, and is inelastic if the intercept is negative. A
tangent passing through the origin is always unitary
elastic.
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employment

enumerator
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employment: Engagement of a factor of production is
the gainful economic activity.The term employment used
by itself wusually refers to labour
Employment may involve the labourer living out the
labour for its use by a firm or entreprenuer. Alternatively
the labourers may use their own labour to earn a
livelihood and this is referred to as selfemployment. Rate
of employment refers to ratio of the people employed (i.e
the workforce) to the total labour force.
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endogenous variables: The variables whose values are
determined by other variables within the system. For
example, quantity of a good demanded is seen as
endogenous variable while tastes and preferences of
consumers are exogenous variables.(see also, exogenous
variables). In Keynesian macro economic theory, income
and rate of interest are endogenous variables while
government expenditure and autonomus investment are
not.
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enterprise: A business venture either public or private.
(See also, Entrepreneur)
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entitlement: (i)The benefit to which an individual has a
legal right as specified by a contract. Several government
programmes provide benefits to members of a specified
group of the society. (ii) Privileges that one deserves or is
entitled to.
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entrepreneur: A person who organises and manages a
business enterprise with initiative and risk. The art of
organising a business venture is called entrepreneurship.
It is one of the factors of production.
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enumerator: A person who goes to the field and/or
performs survey to data.
Enumerators are trained to narrate and interpret questions
correctly, explain to the respondents the objective of the
enquiry and importance of the survey.
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equilibrium

errors and omissions in BoP
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equilibrium: A state of balance resulting as the overall
effect of different pushes and pulls. In equilibrium,
forces of demand and supply are balanced and in the
absence of external influences, the equilibrium values of
economic variables do not change. This determines the
price and quantity of the good. This price is called
equilibrium price and the quantity at the point of
equilibrium is called equilibrium quantity.
FTEATETERT: Hafehi qT Rl o el I o TR0 Jeer
1 feorfar) e # A Sfiw qfd & wiftr % e wqe et e
R forelt aITer W o 7T H ST = o o A aiEa
Tt B A awq S hwa ST AT w Fuffa wxar ) 9w fiud
T 1A FEATd! & S HGe foig 0 AT 1 Her J6T Fed 2
-.:)lpJquiduLn%u:;f_‘éfgﬁtfg;éc/u»t? Iy
St 2100zt G UPb Sanl ELUE Mo Suatd
ng;{; S uf‘_f“guﬂ%uﬁ?djw"uuﬁ J)ﬁr‘
sz L gnimed Siifed o tn 15
—e bl L
equilibrium income: When the level of output produced
or income generated is such that there is no immediate
stimulus for it to change, it is called equilibrium income.
According to some economist (classical economist)
economy is at equilibrium level of income when all the
resources are fully employed. According to other
economists, (John Maynard Keynes), equilibrium income
is that level of income where output produced equals
planned expenditures or aggregate demand.
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equity: (i) A concept in welfare economics wherein it is
believed that equitable distribution leads to economic
justice and greater welfare. (ii) A term in commerce and
business referring to ordinary shares of a company that
confers ownership rights to the extent of the number of
shares held.
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equilibrium price: (See also, Equilibrium)
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equilibrium quantity: (See also, Equilibrium)
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errors and omissions in BoP: A phrase written at the
end of the any financial statement. This is shown in the

balance of payments (BoP) indicating that statistical
discrepancies, that may arise, shall be accounted for.
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estate duty

excess demand

estate duty: A tax on the value of property left by a
deceased person. It has been replaced by inheritance tax
in India.
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euro (€): The common currency of the European Union.
12 out of 27 countries in EU have so far adopted Euro
and are members of the Eurozone. Euro coins and notes
went into general circulation as the official currency of
the euro-zone on 1 January, 2002.
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european union: A political and economic union of
twenty-seven countries, established in 1993 by the
Maastricht Treaty. It was initially formed with 12
members namely Belgium, Denmark, France, Germany,
Greece, Ireland, Italy, Luxembourg, the Netherlands,
Portugal, Spain and the United Kingdom and later was
joined by other 15 members. The EU has three pillars,
which are the European Community, Common Foreign
and Security Policy, and Police and Judicial Co-
operation in Criminal Matters. The EU has a wide variety
of legislative bodies, including the European Parliament,
the Council of the European Union, and the European
Commission.
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ex-post: As opposed to ex-ante, which means actual or
realized values of the variables such as consumption,
investment, savings, output, etc. In ex-ante terms, the
values of the variables match.
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ex-ante: Its use in economic theory is to examine the
values of economic variables at the begining of the time
period in question or before the point of time in question.
In general, the values of the variables ex-ante do not
match. Implies planned values of variables such as
consumption, investment, savings, output, etc.
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excess demand: (i) A situation in which the demand for
a commodity is greater than its supply, causing an
increase in its price. This occurs at a price lower than the
equilibrium price as shown in the diagram. (See also,
price ceiling) (i) In macroeconomic theory, excess
demand refers to a situation where aggregate demand is
greater than aggregate supply at given level of output.
(See also, Inflationary Gap).
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excess supply: A situation in which the supply of a
commodity is greater than the demand for it causing a
downward pressure on its market price. This occurs at a

price higher than the equilibrium price as shown in the
diagram.
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exchange rate: Refers to price of one currency in terms
of another currency. If the price of 1 dollar is equal to 50
Rupees, then exchange rate of dollar in terms of Rupees
equal 50 or 1$=Rs. 50.

Exchange rates can be fixed by the government/
central bank of a country as under fixed exchange rate
regimes or exchange rates may be determined by demand
and supply of currencies in the market as under flexible
exchange rate regimes. Nominal exchange rate is price of
one currency in terms of another but real exchange rate
shows the relative purchasing power in the trading
countries measured in terms of same currency.

R =e xP/P

where R is real exchange rate e = nominal exchange
rate P¢= price level of foreign country P=price level of
home country. if e = 50 and P*=1 and P=50, this implies
that R=1 or the purchasing power is same in both
countries. It is real exchange rate rather than nominal
exchange rate which impacts the behaviour of exports
and imports. (See also, Fixed Exchange Rate, Flexible
Exchange Rate, Over Valuation of Exchange Rate,Under
Valuation of Exchange Rate).
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expenditure
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exchange rate regime: This refers to various system of
exchange rate. There have been a variety of exchange
rate regime in the world historically. Prior to 1914, gold
standard was prevalent; fixed exchange rate regime
prevailed from 1944 to 1971 and since 1971, most of the
countries have adopted a flexible or floating exchange
rate regime. In the real world, exchange rates are not
purely fixed or purely floating. There can be managed
floating exchange rates, dirty floating exchange rates
indicating government intervention in the exchange rate
markets for different objectives.
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excise duty: An indirect tax levied at the point of
production of the goods. For example, excise duty on
sugar, alcohol, cement, etc. It is the intend equivalent of
import duties. Typically excise duties are different from
sales tax in that these apply to lesser number of products,
are heavier in comparison with the price of the product
and are usually per unit tax.
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exogenous variables: The variables whose values are
imposed in the system from outside. For example, the
resources of a country, climatic conditions, etc.
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expenditure: Money spent on different items by
economic agents such as individuals, firms and
government. Consumer expenditure consists of money
payments in cash for real goods or services they
purchase. Expenditure incurred on fixed assets by
individuals or firms is called investment. Government
expenditure not only includes spending on real goods and
services but also interest payments and transfer payments
to individuals in the form of pensions, etc.

(See also, Transfer Payment)

=q: HAfh, BH T TR Y 3Tl Srfirepdterl (usieh) grr
fafir wat W foram T wifseh == SUMieRT S | 3o ST @RiaT
TS ST Toeh ST I HaTeAl o feTe fopam T ke sy S
rar 21 safet a1 et gr feurt ittt o fora e s fae
FEATAT 8| TEHH 9 H 7 hael Ao aeqell R arsti |
fordl T = ST B €, Sifoeh SaTST I SR SR 1 U o
Y H ST A e s+t wnfie @ 2 (€, ST )




export

externality
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export: Sale of goods and services produced in the home
country to rest of the world. Exports consist of both,
visible and invisible items, where visible consists of
‘goods’ and invisible consists of ‘services’.
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export duty: General or specific taxes on goods or
services that become payable when the goods leave the
economic territory or when the services are delivered to
rest of the world.
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export-import policy (EXIM Policy): The foreign trade

policy of the government relating to the exports and
imports of a country.
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external loan: A loan obtained from an external source
such as foreign country, International Monetary Fund
(IMF), World Bank or any other international financial
institution.
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external sector: Refers to the rest of the world.
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externality: Cost or benefit arising from an activity that
accrues to an individual or a firm that does not carry out
the activity. Externalities can be positive or negative.
benefits from public
infrastructure such as park, road, library or beach.
Adverse impacts or damages caused by air and
automobile pollution are negative externalities.
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factor endowment

fair price shops

F

factor endowment: Availability of specific factor
resources in an economy.
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factor income: Returns received by factors of
production for services rendered in the process of
production. Rent is the return on land, wage on labour,
interest on capital, and profit on entrepreneurship.
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factor payments: Payments made in form of rent, wage,
interest, and profit for the use of the factors of production
(land, labour, capital, and entrepreneurship) in return for
their productive services. (See also, Factor Income)
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factors of production: Inputs that are used in the
production of goods and services.These include land,
labour, capital and entrepreneurship. Land represents all
natural resources, including forests, minerals, etc.
Labour includes all physical and mental work done in
production, except the work carried out by the
entrepreneur. Capital consists of the tools, machinery and
raw material used to produce goods or services. The
entrepreneur is one who undertakes the production
process by combining all other factors of production and
also bears the risks and earns profit.
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fair price: Controlled price or reasonable price which is
generally lower than the market price. The Public
Distribution System (PDS) in India functions through a
network of Fair Price Shops (FPSs). The FPSs are
entrusted with the responsibility of distributing essential
items to the ration card holders attached to the respective
fair price. (See also, Price control, Price ceiling)
st g Tt am an 3fad T S amr=ra: STeR g 9 %9
=T ] WA # Frste faqr & (PDS) 3fea am i g
(FPSs) o HTEH ¥ e Tl 2| 3 3 GHMEI bl A I I3
T HTE TR FI, I(aq W T ATawIF FqC orwor Fd
et faam ST R (2@, e Fison, 3= hima)

Jn&;uf/ug/vub(wuf{wufd,;f red
Zudtndied (¥ &jduf)uiudséu:ubm-g,
2 (FPS)U60 4l s rbo_e t/p62 5L rr
f:“’;_uiK,;L;gigéuduﬁ/u)uéjbKJWJLQJlgu;'rd/u,u'

Seked i 2ed i g S

fair price shops: The distribution channel appointed by
the government to make available essential commodities
like rice, kerosene, wheat, oil etc., to public at controlled
prices. These shops are run to ensure availability of
essential items, check hoarding of essentials goods, and
restrict the monopoly practices of traders.
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fertile

financial commitment
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fertile: (i) Capable of producing vegetation and crops(ii)
Initiating, sustaining or supporting reproduction.
STAETH/SUSTTS:: (i) SEaf ST FHe IeaTe A A1, (i) S b
JT& T, ST TEGHT ST HES b1

WSO ST (D ek S i o () 20

GBIt
fertility rate: Number of live births per 1,000 population
in a year.
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fiat money: Money with no intrinsic value. It circulates
on the authority of the government. They are legal
tender. Currency notes and coins are called fiat money as
they do not have intrinsic value like gold or silver coins.
(See also, Token Money, Legal Tender)
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final output: Output of those goods and services which
do not undergo any further transformation in the
production process and which are meant for final
consumption or investment, as there is no further value
addition.(See also, National Income)
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finance bill: A draft presented by the government before
passing the budget. The amendments to be made in taxes
e.g. are first presented in the finance bill and later
become part of the budget.
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financial assets: Assets like bank deposits, bonds,
shares, etc. These assets need to be distinguished from
physical assets like machines. Financial asset for one
person means that there is an equal financial liability for
some other person. For example, if I give a loan of Rs
1,000 to Rita; the loan of Rs.1,000 is a financial asset for
me but a financial liability for Rita. Thus, the sum of
financial assets and financial liabilities for an economy is
necessarily equal to Zero. Financial assets and financial
markets have become exceedingly important today.
Various kinds of financial assets can be categorised on
the basis of risks, liquidity, returns, etc. (See also,
Physical Assets, Liquidity)
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financial commitment: An agreement or a pledge to
make payment on a future date. Such pledges are deemed




financial crisis

financial discipline

liabilities and are shown as such in a firm's balance sheet
(as accompanying notes or footnotes) even if the
expenses have not yet been incurred to become an actual
liability.
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financial crisis: This is a situation where financial
institutions like banks, insurance companies, etc. are
unable or unwilling to provide funds to the borrowers.
This situation may arise due to a number of reasons. The
following description is of a typical scenario. Institution
A gives loans to a very large number of borrowers. After
this, institution A sells the loan instruments to another
financial institution which means that now A has taken a
loan from B. B may do the same and finally an extremely
complex pyramid of financial transactions may be
created. If the initial borrowers of funds from the Ist
institution A default on their payments (i.e do not repay
the loans); this means that A would not be able to pay
bank B, B would not be able to pay bank C and so on.
Thus, the entire pyramidical structure comes crashing
down.

Lack of regulations in the financial markets is often
cited to be the cause of financial crisis. With the
occurance of financial crisis, many financial institutions
become bankrupt and sometimes need to be supported by
the government. However freezing of liquidity due to
financial crisis leads to a contraction of funds for
investment purpose and thus to a lowering of output in
the economy. Thus, crisis  are
accompanied by financial crisis. Great depression of
1930s was preceded by such a financial crisis in 1929.
Another example of financial crisis is the crisis of 2008
in USA.
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financial discipline: Making realistic risk assessments
when valuing potential investments and not over-paying
for businesses acquired or developed. Risk can be
managed on an ongoing basis by cutting down
extravagance and waste in business-related expenditures,
including administrative and overhead costs.

ot ergvmam: dvifaq faell 1 qeaied sid Jog ardfae
SRGAT T 3R 3 IUTHNIT 37¥aT fIehita saaem o foru s1fen
A Fel FHAT| SR S S0 ATl bl At i gg,
U I AURTY A FH Fleh, Fad Gaeft @=i d gy 9@
TRTTAR R0 T 71 &kt 2




financial inclusion

firm
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financial inclusion: The provision of financial services
such as banking services at affordable costs to section of
disadvantaged and low-income groups of a society.
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financial institution: Private or public organisation that
act as a channel between savers and borrowers of funds.
Two main types of financial institutions are: (i) Banks
and credit institutions which pay interest on deposits
interest earned on the loans, and (ii)
Non-banking financial corporations like insurance
companies and mutual funds which collect funds by
selling their policies or shares (units) to the public and
provide returns in the form of periodic benefits. There
has been a huge growth in the number of financial
institutions since the 1990s.
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intermediaries: Institutions

from the

financial which accept

deposits and offer loans. They help to mobilise savings in

the economy. For example, banks, insurance companies
etc.
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financial market: The market that deals in money,
capital, credit, stocks (shares), bonds, bills of exchange,
futures and options and foreign currency, etc. All types
of banks, insurance companies and stock exchanges, etc.
are constituents of financial market.
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financial resources: Funds available to individuals,
organisations and government in the economy. These
resources are provided by different agencies such as
lenders, shareholders, debt holders, etc.
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financial year: The period of maintaining accounts, used
for financial purposes. This does not necessarily coincide
with calendar year. A financial year in India starts from
first April and ends on 31 March every year.
ot o foffr sewat o forg swim & fog S A i
TE-T@Td i 3raftn T8 Feiet a8 ¥ A WY, I I T Iid
7 foreftr o ek 310t & TR Bt 2 Y 31 U1 skl §HTH BT 2

cea$ L UL 1sd bl J1el Zaet s Judl
Lo EIBL Ut s Gl e B U S
etV BA3 e

firm: An economic unit which carries out production of
goods and services by employing different factors of




fiscal deficit

fiscal responsibility and budget management

production.
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fiscal deficit: The difference between government's total
expenditures and total non-debt receipts. The receipts of
the government does not include borrowings of the
government. Government receipts are divided into two
groups revenue receipts and capital receipts. Revenue
receipts are receipts from current activities such as tax
revenues where as capital receipts affect the asset or
liability position, capital receipt can either create
liabilities (example borrowings) or reduce assets (example
disinvestment).
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Fiscal Deficit= Total Expenditure - (Revenue Receipt+

Non Debt Capital Receipts)
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fiscal policy: Policy of the government regarding
spending, taxation and borrowing. Its objectives include
achieving economic growth, price stability, employment
generation, distributive justice e.t. Examples of fiscal
policy is leving tax on public or government spending on
public works.
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fiscal reforms: Policy to manage and improve fiscal
situation of economy through the instrument of taxation,
expenditure and borrowing.
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fiscal responsibility and budget management (FRBM)
act 2003: Enacted by the Parliament of India to
institutionalise financial discipline, reduce fiscal deficit,
and improve the overall management of public funds by
moving towards a balanced budget. The main purpose
was to eliminate revenue deficit of the country and bring
down the fiscal deficit to a manageable 3% of the GDP
by March, 2008. However, due to the 2007 international
financial crisis, the deadline for the implementation of
the targets in the Act was initially postponed and
subsequently suspended in 2009. In 2011, Economic
Advisory Council advised the Government of India to
reconsider reinstating the provisions of the FRBM.
TeRIET STea 2R awie T&er (FRBM) rferf<=m, 2003:
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five-year plan

flexible exchange rate
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five-year plan: A programme of economic and social
development in a planned manner within the duration of
five years. In India, the first five year plan started in the
year 1951 and ended in 1956.
Yeras T AT gt 9y s St § i S wmier foe
o TIT weh giefor wrisA| AT § o dea T e A 1951
H TR 8 SR 1956 H THTH g5
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fixed capital: Assets such as land, building, machinery
and equipment etc. which have long duration of life and
are used by business organisations to produce goods and
services.
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fixed cost: Cost incurred by a firm on fixed assets,

regardless of the level of output it produces in the

short-run. Such cost includes the rent of the building,
salaries of the permanent employees etc.
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fixed deposit account: A type of account in which
people can deposit a specific amount for a specific period
of time at a given rate of interest.

TS T WTAT: Teh Th T ol s T Ues Hida aftr o
Tftra wmamafer 3 fore & T8 saTt &t o S SR ehd 2
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fixed input: An input which cannot be varied in the short
run.
ToR STTTa: Teh AT ST STeuehiet & qiafdd T foha ST Hehdl
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fixed exchange rate: Exchange rate is price of one
currency in terms of another currency. Under fixed
exchange rates, this price is fixed by the central banks of
the concerned countries. Central Banks are committed to
maintaining this rate irrespective of market fluctuations.
(See also, BoP)
Fort farfrrerar aw: fofomrr ot wen ot o1 qurdl it & &9 4 shiva
31 fer fafemr 22 3 7=, 918 hAa Heifera ol o head sl o
ST A T ST 81 S S TSR o SAN-A6Td % S6SE 39
forfwr 3T ohi ST T o for Witerg 21 21 (3, AT Hqer)
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flexible exchange rate: Exchage rate is price of one
currency in terms of another currency. Under flexible
exchange rates, these prices are determinded by the
market. For example, if demand and supply of the dollar
make the price of dollar equal to Rs.50 then exchange
rate of dollar in terms of rupee equals 50. An increase in
demand for dollar would raise the exchange rate and
increase in supply of dollar would decrease the exhcange
rate. (See also, Under-valuation)

T Tt 22 fafime ot v i 6t ot i & &9 4
Bl T AT AR [IHE 3 o ST, o i (F) TSR G
faeifea ot STt 8 3erewor % fog, afe Srer St @i qur qfd &
FHTOT SFer 31 HIFd 50 %, B Sl & a1 S Al ¥ § fofma &




flow

foreign asset
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flow: A variable measured over a period of time. For
example, national income of a country.

TaTE: Teh THATE § HIIT 7T U <] IaTeXv oh forw, fomeft Su7 <y
T |
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flow variable: Variable which is measured over a period
of time. For example, income, expenditure, demands etc.
TETE = = I U et § Wt S 2, S 3, oI, Hi,
aifal
BT e blolbe e TS P Ul
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Variations in the level of economic
phenomenon such as income, price level,demand, supply,
employment, interest rate etc. (See also, trade cycle)
IAR-TIGTE (TReaT): 3nfder afereTretl S 3, Hivd &x),
AT, 9ft, TSI, 7T 3, A7 6 T H qiEred] (S, ST =)
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food corporation of India (FCI): An organisation set up
by the Government of India under the Food Corporation
Act 1964 in order to fulfill certain objectives of the Food
Policy: (i) effective price support to safeguard the
interests of the farmers, (ii) distribution of food grains
public system(PDS), and (iii)
maintaining buffer stocks of food grains.

gt @rer i (FC): @ Aifa & ffa sgw s () et
& fedt i gean gyt e wwnei (i) qreste fomo
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fluctuation:

under distribution
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food security: Access by all people at all times to
enough food for an active and healthy life. It implies (i)
ready availability of nutritionally adequate and safe
foods, and (ii) an assured ability to acquire acceptable
foods in socially acceptable ways.

e FRET: Wt AN o o 8 69 U |isha 7R Ty sftad
foTT vty @Ter ueTet i SucTsHan sHeRT 319 R, (1) UATH vk 3T
Tfera e vaTeit i SucsdT, iR (i) HHTSe w9 @ wie 1
Qe YaTl T ST S oh1 T |

Sticbmd £ Cosenes )b oS 5501
AT 5 P 35T b (i) - o 6 1571
AP L U313 B S U FJS N, b G (D)1

—eidit

foreign aid: International transfer of resources such as
funds, capital goods, services, food and other articles
etc. from a country or international organisation for the
benefit of the recipient country. For example, assistance
for housing and other relief given by India to Srilanka for
refugees from Jaffna in 2009, food, clothing and
medicines given by UN agencies to Indonesia after
Tsunami in 2010, similar help given to Afghanistan after
the earthquake in 2011 etc.

fersft wETaaT: U 9w AT AT WS § I F T < H
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foreign asset: Assets (properties, funds, factories etc.)
held by citizens in foreign countries /abroad.

ot ufwafe: amieR & o9 fage § afefmer @ufr,




foreign direct investment (FDI)

fragmentation of land holding
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foreign direct investment (FDI): Investment made by
the foreigners in the physical assets of the home country.
It includes investment in plants, machinery etc. It does
not include foreign investment in financial assets such as
stock markets. ( See also, Financial Assets)

ferereft wemrer frarer (FDI): wRel ufwfat @ faefimn gro g
e g wE, Wi, genfe # fore e e wftafora € o
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foreign exchange: Used to denote other countries’
money. For example, in India, pound, dollar, Yen, and
Euro, etc. are foreign exchange. Indian rupee is foreign
exchange in any other country. Foreign exchange is
acquired by exchanging domestic currency subject to
regulations issued by the central bank of the country.
ot wam: o= <t o 51 Bt R e B ST § R S 2
3 & forg, wna & e, Ser, A, 0, enfe fadeft qam @
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foreign exchange market: Market where buyers and
sellers interact with each other to exchange foreign
currencies.
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foreign exchange reserve: Deposits of foreign currencies
held by the central bank of a country. Holding currencies
of other countries as asset allows governments to keep
their currencies stable and reduce the effect of economic

fluctuation. (See also, Official Reserves)

ot W sTriera Ffer: foret 32T o el o gr it 7 et
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foreign institutional investments (FII): Investments
coming into home country in form of financial assets
such as stocks, bonds and other financial instruments by
foreign institutions. For example, investment by foreign
banks, investment trusts, etc. in India.

Tereoft deermma faer (FI1): forReft gwenetl grr e, dig 3t
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foreign trade: Exchange of goods and services between
two countries or a set of countries.

ot SaTa: 31 I STET <1 o g o He Feqadl 3R Harstt
=1 fafwm
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fractional reserve banking: A banking system in which
only a fraction of the total deposits managed by a bank
must be kept as reserves. Changes in
requirements is a method of changing money supply in
the economy. ( See also, Money Multiplier)

ST T Y A v Sfwr i FfYy (o) % ww § vt St R
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fragmentation of land holding: Division of land
holding into small segments or landholdings scattered

over a large area. It may occur due to law of inheritance,
sale of land, etc.

reserves




franc

fringe benefits
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franc: Was the standard monetary unit/currency of
France. At present, it is replaced by Euro.
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free entry: Absence of any barrier to entry of firms into
the market or industry. This is a primary assumption for
a perfectively competitive market to function.
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free exit: Absence of restriction to leave the industry. It
is an important assumption of competitive market.
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frequency: Number of times a particular value of the
variable observed in a series.

FREraT: e ot & =2 3 uen fafite o 3 Seror 6 dem
A el S o2ty A‘U"/ 3y

frequency array: Classification of frequencies of a
discrete variable. (See also, Discrete Variable)
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frequency distribution: Number of observations within

given intervals represented either in a graphical or
tabular format.
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frequency polygon: An alternative to histogram which is
derived by joining the mid points of the tops of the
adjacent rectangles by straight line.
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friedman, milton (1912-2006): An Economist who is
known as the father of 'monetarism'. Monetarism gives a
lot of importance to impact of money supply on economic
variables. Monetraists are usually sceptical of using fiscal
policies.
ThISET fieeT (1912-2006): T rdumet S wifss g
(Monetarism) U o ¥ 8 ST 919 2 ﬁﬁaﬁﬁwg‘s’raﬁrqﬁ
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fringe benefits: Perks an;;l facilities provided to

employees, besides salary/wage. Examples
company car, lunch vouchers, health insurance, club

regular

membership, etc. Taxes on these benefits are called
fringe benefit tax.
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G-20

GDP
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G-20: A group of finance ministers and central bank
governors from 19 of the world's largest economies, and
the European Union. The G-20 was formed in 1999 as a
forum for member nations to discuss key issues related to
the global economy. The mandate of the G-20 is to
promote growth and economic development across the
globe. The Group of Twenty consists of the members of
the G-7(France, Germany, Italy, Japan, United Kingdom,
United States and Canada), 12 other nations (South
Africa, Mexico, Argentina, South Korea, Indonesia,
Russia, Turkey, Australia, China, India, Brazil, and
Saudi Arabia) and the European Union.
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G-8: A group consisting of eight of the economically
developed nations of the world, who meet periodically to
address international economic and monetary issues. The
G-8 includes the Group of Seven countries along with

Russia. Russia, although not a full member, has been in
attendance since 1994. (See also, G-20)
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gainful employment: Working and earning commensu-
rate to one’s capability and contribution.
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GATT: General Agreement on Tariffs and Trade
(GATT) under the United Nations established with the
purpose to facilitate international trade. GATT was
created in 1947 and became operational in 1948. The
primary objective of the organisation, when set up, was
to freeze and reduce tariff levels on various commodities.
On January 01, 1995, the GATT was replaced by the
world trade organisation (WTO).
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GDP: Refers to the money value of all final goods and
services produced within the domestic territory of a
country in an accounting year irrespective of whether it is
produced by a domestic national or a foreign national.
For example, suppose a US company such as IBM
operates in India. And this company produces goods
worth Rs. 1,000. of this thousands, Rs. 700 goes back to
USA as profit income for the owners of the company.
Despite this the GDP figure for India will include goods
worth Rs. 1000, because these were produced within the
Indian territory. (In calculation of GNP, the Rs. 700 that
were transferred back to US as profits, would not be
included). To take another example, suppose there is an




GDP

GDP Deflator

individual working in Dubai, earning wages equal to
Rs.500. This Rs. 500 will not be included in the GDP of
India as the goods are not being produced by this
individual within the Indian territory. Depending on
whether the goods are produced within the domestic
territory or by residents of a country; depreciation is
included or excluded and valuation is at market prices or
factor costs; we get the following aggregates:

GDPMP GDPFC
GNPMP GNPFC
NDPMP NDPFC
NNPMP NNPFC

Only the last of these, i.e. NNPFC is national income.
SETd: et % forw, wH fifSre 6 ek stdieht st IBM wRa
A 81 78 FT 1,000 . T T TR T IS Ll 31 39
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GDP Deflator: This is a price index which shows
changes in prices level of the economy over a period of
time. When nominal GDP is divided by GDP deflator we
get the value of real GDP.

Real GDP = Nominal GDP/GDP deflator

or

GDP deflator = Nominal GDP / Real GDP

(See also, Nominal GDP, Real GDP, price indes)
Tehet 3T Feurg (Si.Etet.) freraeh: a8 ue Hmd ekt 2 St
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general equilibrium

giffen goods
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general equilibrium: A situation where demand and
supply are equal in all the markets simultaneously in an
economy implying that there are no surpluses or
shortages.
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geometric mean: The value obtained by calculating the
nth root of the product of the n items of a series, where n
is the number of items 2,3,4,5................

Let a series be given as: X;,X5,X3, where n =3

The geometric mean of this series is given by

Yx, xxy % 2, =1, %xx, X X, yi8
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geometric progression (GP): A sequence of numbers in
which the ratio of the two consecutive numbers is
constant. Symbolically, a, a2, a3, a4......... an, Here, a%/a =
a3/a? = a%/a3 and so on, for example, 3, 9, 27, 81,..........
Here, 9/3 =27/9=81/27......... (See also, Arithmetic
Progression).
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oo BIaT 81 Hichfash ®T U a, a2, a3, a4 ... ... ... al, J&f a2/a =
a3/a2 = a%/a3 T 3E YRR AT ST % fow) Ieretr & forg, 3,
9,27,81,......... ,F-T9/3 =27/9=81/27.......... (@ FHia St )

P end et 215 Ut e 5 L St 5051 (5

/‘:/}1’(?110-%@/
3 4 n
2,2°,27,3 .o a

a’ 2 =a’fa’ = a4/a3uL1{.
ULZ{.31992738léj)bédt"-%t%/d/lgpgofdbﬂ
(SLIQL> 1) 93 =27/9=81/27.....
gestation period: The calculated time period for any
production or a capital project to be completed. For
example, development of infrastructure has long
gestation period whereas the gestation period for food
production is less.
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giffen goods: These goods violate the law of demand so
that for these goods, quantity demanded increase with an
increase in their price and decrease with a decrease in
their price. Giffen goods are special case of inerior goods
where the negative income effects is greater than the
substitution effect. This phenomenon was first observed
by Robert Giffen and thus, named after him. All Giffen
goods are considered inferior goods but all inferior goods
are not Giffen goods.
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gift tax

government budget

gift tax: A tax imposed on a person who receives any
gift beyond a specific limit. Now, this tax has been
abolished in India. This is also known as inheritance tax.
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global warming: Rise in the average temperature of the
earth’s surface, air and ocean in recent years due to
increased concentration of greenhouse gases resulting
from human activities such as industrialisation,
deforestation, etc. This has serious environmental and
economic consequences. A UN Conference held in Rio
in 1992 resulted in an international agreement to fight
global warming which called for reduction in emissions
of greenhouse gases by industrialised nations.
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gold standard: An exchange rate regime which was
prevalent prior to world war I or 1914. Under this
regime, all currencies were pegged or fixed in terms of
gold and thus in term determined the exchange rate
between the currencies for example if one ounce of gold
was equal to 4 British pound and 20 US dollars, then the
exchange rate between dollar and pounds was 20$/£4 or
1£=5%8. Exchange rates were fixed as long as all
currencies exchanged for a fixed quantity of gold and the
governments of these countries were prepared to
maintain these values.
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goods: A tangible thing which has economic value. All
goods are meant for satisfaction of human wants but
commodities are those goods which are produced for sale
in the market. Goods may be classified as durable or
non-durable goods on the basis of its nature, or as
consumer or producer goods on the basis of end-users.

(See also, Capital goods, Consumer goods, Intermediate
goods, Final goods)
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government budget: The annual financial statement of
government with details of income received, and
expenditure incurred. The budget is further classified into
revenue budget and capital budget. Revenue budget
includes receipts and payments on account of Current
incomes and expenditures where as Capital Budget
includes receipts and payments which affect the asset and
liability position.
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government interventions
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government interventions: Any action taken by the
government in the market. The purpose of government
interuention can be to correct market distortions or for
objectives such as provision of subsidised food for
everyone which the market connot do. Government
intervention may take one or more of several forms such
as price control, subsidy, rationing, licensing, etc.

YRR FEALT: TR G ISR H i 73 s off Frfarel| Tt
TEIET T I5 AT Forpcral h1 gL AT A1 e o Fore wemera
ST TSI ST e 3T, TS e 7 ot ran eReit geqar
AT ST AR ATl

o U1 Jﬂggzugg/upK/zrﬁ&@ O NI 7
S o Poare Bl LS e Qi LS
Shs T usd e G el L LUt Uk

o s B,

government securities: Bills and bonds issued by the
government which carry an assured rate of return.
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grants-in-aid: A transfer of fund from government to an
entity within or outside the country for the purpose of
supporting a specific project or general program. This
term is generally used in the context of federal finance.
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gratuity: A social security measure in form of payment
made to an employee by employer at the time of
employee’s retirement, in addition to other entitlements
due to the employee such as provident fund, pension,
leave encashment, etc. The term gratuity comes from
gratitude shown by the employer towards the employee
for years of service. (See also, Provident fund, Pension)
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green revolution: Increase in food production due to use
of high-yielding variety (HYV) seeds, fertilizers,
pesticides and irrigation. It started in India in the 1960s.
Genetically modified high-yielding wheat was first
introduced to India in 1963 by Dr. Norman Borlaug, who
is hailed as the Father of Green Revolution. Prof. M.S.
Swaminathan is known as pioneer of Green Revolution
in India.
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gross domestic product

growth rate
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gross domestic product (GDP): Money value of all
final goods and services produced within domestic
territory of a country in a given period of time, usually a
year. (See also, National Income, Real GDP, Nominal
GDP)
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gross enrolment ratio (GER): The ratio of the number
of students enrolled at a particular level of education
(primary, secondary and higher) to the size of population
of children in the relevant age group. The ratio is often
expressed in terms of percentage. The ratio of total
number of students at primary, secondary and higher
level of education, taken together, to total population in
the age group of 6-23 years is called the Combined
Enrolment Ratio (CER).
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gross national product (GNP): Total value of all final
goods and services produced by the normal residents of a
country during a period of time, usually one year. GNP
can be derived from GDP by adding income earned by its
factors located abroad minus income of non-residents
located in domestic territory.
GNP= GDP + Net factor income from abroad
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growth rate: Shows the rate at which any variable grows
over a period of time. This is the change value of variable
as a ratio of initial value of the variable concerned.
Growth rate is always with reference to a period of time
for instance annual grawth rate. A common example is
growth rate of GDP or output. If the GDP in initial year
(also called base year) is low and GDP in subsequent
year is 108, then the annual growth rate of GDP equal to

108—1007 o
00 —-08 or 8%

In general terms, growth rate of a variable Y equals
Y=Y x100

t-1
where Y; is value of Y in period t, Y;-; is value of Y in

period t-1 and multiplication by 100 is to give growth
rate in percentage terms.

As long as growth rate is above O, the variable is
increasing at an increasing rate. When growth rate is
equal to O; the value of variable in both period is same.
When the initial value of the variable is very small. Even
a small increase can lead to high growth rates.
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54 The Great Depression 1929
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The Great Depression 1929: A severe worldwide
economic slowdown in the decade preceding World War
II. It originated in the U.S., with fall in the stock prices
that began around September 4, 1929 culminating in the
stock market crash on October 29, 1929 known as the
Black Tuesday. From there, it soon spread to almost
every country in the world. This phenomenon resulted in
fall in the aggregate demand for goods and services,

output, and widespread unemployment etc., causing
slowdown in business activity and economic growth.
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human development

Hh

harvesting: The process of gathering matured crops
from the fields after reaping. Income of rural families
depends on harvesting of crops. Harvesting has social
importance and is accompanied by seasonal celebrations
such as harvest festivals in many regions.
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head count ratio: Number of poor in proportion to total
population.
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hedging: Action on the part of a buyer or seller aimed at
reducing risk and safeguarding his/her position against
changes in business.
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high powered money: Money issued by the monetary
authority which is held as currency or reserves. An
increase in high powered money leads to a multiple
expansion of the money supply. That is why it is also
known as the monetary base. See also, Money Multi-
plier)
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high yielding variety seed (HYVS):Seeds developed to
increase the production of crops. See also, Green
Revolution)
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histogram: A frequency  distribution
represented diagrammatically. It consists of adjacent
rectangles where the height of each rectangle is
proportional to the frequency in the corresponding class
interval. (See also, Frequency Polygon)
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horticulture: The science of cultivating fruits,
vegetables, flowers, and/or ornamental plants.
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household Sector: Individuals and/or families as owner
and supplier of the factors of production and consumer of
final goods and services.
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human capital: Skills which a person acquires through
education, explicit training and/or experience, adding to
his/her value for production.
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human development: Process of enlarging people’s
choices by way of provision or acquisition of better
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quality of life through education, health care, and decent
standard of living.
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human development index (HDI): A composite index
of outcome indicators to measure level of social and
economic development of a country based on three
dimensions: life expectancy at birth, mean years of
schooling and literacy rate and standard of living. The
HDI makes it possible to analyse the changes in
development levels of different countries over time for
the purpose of comparison.

HDI = (Education Index + Health Index + Standard of
living Index)/3
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human resource: Population of a country. Population is
treated as an asset rather than liability. ‘People as
Resource’ is a way of referring to a country’s working
people in term of their existing productive skills and
abilities. (See also, Human Capital).
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Hume, David (1711-1776): An English economist who
introduced several new ideas around which the “classical
economics” of the 18th century was built. Some of his
main ideas include; wealth consists not of money but of
commodities, and the amount of money in circulation
should be kept in relation to the amount of goods in the
market. He also propounded that a low rate of interest is
a symptom not of abundance of money, that no nation
can keep exporting only for the purpose of gaining
bullions (gold, silver) and that each nation has special
advantages in terms of raw materials, climate, and skills.
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income effect
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immigration: Foreigners passing through or coming into
a country for various reasons such as political, economic
(e.g. work, employment, commerce, trade, tourism),
social (e.g. friendship, family relationship), natural
disasters, etc. Movement of persons into a country to

which they are not native with the intention of settling
there.
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implicit cost: Cost of factors of production supplied by
the owners themselves. For example, imputed value of
the rent of a shop owned by the shopkeeper.
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import: Goods and services purchased by one country

from another. For example, India imports oil from
west-Asian countries.
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import duty: Tax collected on imports by the customs
authorities of a country. It is based either on value of
goods (ad-valorem duty) or weight, dimension, measure-
ment, area or number of units of goods imported
(specific duty). It is also referred to as customs duty or
tariff.
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import license: It is a written permission from the
government to import. It is a device to regulate the flow
of goods and services entering in the country.
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import substitution: A strategy to substitute imported
goods in home country through local production. India
followed this policy since early fifties up to eighties.
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inclusive growth: Economic growth that ensures broad
based improvement in the quality of life of people,
especially the poor, marginalised and underprivileged
section of the society. This was one of the objectives of
India’s eleventh five year plan.
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income effect: (i) Change in optimal quantity demanded
of goods due to change in income of a consumer. (ii)
Change in optimal quantity demanded of goods due to
change in the real income of the consumer which results

from change in the price of good. fee also, Real
Income, Price Effect)
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indifference map

arar wrTer: (i) Toreft STviehT ot 1y o i o TR ae]
61 HiT sht gEaH AT H aEdEl (i1) T%] AT sha § aiEdd o
ST T ATEfaeh T H RE o 10T I ol HIT ol Sua
T § Ui | (3G, ITedfae 3119, HiHd J9mE)

3192~ 31 d/& J(L,.?J J&ﬁu’: &ATJ-J’/LJL;/(D :/&1&4.7
S& S o d et LT EU LG st i b
dne odd et ed S2 s deutni Bolie ol

Cred Q5 i)
income tax: A direct tax levied by government on the
annual income of an individual or organisation.
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income - expenditure model: A macroeconomic model
introduced by J. M. Keynes which states that aggregate
expenditure (aggregate demand) of an economy is equal
to the value of income or output. Aggregate expenditure
includes household consumption (C), investment by
firms (I), government spending (G), and exports (X)
minus import (M) i.e., net export. It can be stated as
Y=C+I+G+(X-M)
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indebtedness: The state of being under the burden of
loan/debt for a long period.
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index number: A statistical device for measuring
changes in the magnitude of a variable such as price,
quantity, output etc. over a period of time in comparison
to its value in a given base year. It is a pure number
independent of unit of measurement.
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indifference curve: A locus of different combinations of
two goods which gives equal satisfaction to a consumer
on all points of the curve.
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indifference map: Collection or family of indifference
curves wherein higher indifference curve represents
higher level of satisfaction to an individual.
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inflation

FAfeAT AT SEfEE ki F wE st aiEr e
I FIH of5h fopelT safh shi TqfY o Ioer X TqT 1 Tia e

S5 i seutit iz oA Ko 2060
_Lgt‘leg/i/ﬂ&l

indirect tax: Tax imposed by government on goods and
services, for example, sales tax, excise duty, value-added
tax (VAT) etc. The burden of indirect tax can be passed
on to consumers. It leads to increase in prices of goods
and services.
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industrial policy: Regime of rules and regulations that
speeds up the process of industrialisation
economy. After independence, India has announced
industrial policy in 1948, 1956, 1977, 1980 and 1991.
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industrial revolution: System of production based on
use of machinery and improved technology as a result of
invention and Manual
replaced by the machines on a large scale. It took place
in Britain during 1775-1850.
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industrial sector: Secondary sector of an economy
which includes manufacturing and construction.
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innovation. production was
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industrialisation: Process that transforms a primitive
and agrarian society to a modern and developed society
through organised production based on science and
technology.
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inequality: Disparity in the distribution of income and
assets among individuals and groups within a society. It
can also refer to disparity among regions within a
country and between countries.
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infant mortality rate: Number of deaths of infants under

one year per 1,000 live births in the given year.
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inferior goods: A good whose demand goes down as
the individual's income rises and vice versa, other things

remaining the same. It has negative income effect.
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inflation: Continuous rise in the general level of prices
of goods and services in an economy over a period of
time.
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inflationary gap: The amount by which the actual
aggregate demand exceeds the level of aggregate
demand, required to establish the full employment
equilibrium. Inflationary gap is a measure of the amount
of the excess of aggregate demand at the level of full
employment. (See also, Excess Demand)
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informal sector: The informal sector may be broadly
characterised as consisting of prodcuing units operating
with little or no division between labour and capital as
factors of production. These units often operate at a low
level of technology and the primary objective is
employment generation. Those employed in this sector
do not have benefits such as paid leave, retirement
benefits, etc. In India almost the entire agricultural sector
and large number of units industrial and services sector
fall in informal sector. An overwhelming majority of
people in India are employed in the informal sector.
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initial public offer (IPO): Initial sale of shares by a
company to the public.
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input: Resource used in the process of production. Land,
labour, capital and entrepreneurship are called primary
inputs/factors of production. Raw materials are called
secondary inputs.
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insurance: A contract for getting compensation against
unforeseen events such as fire, accident, causality/death,
crops failure, theft etc., on payment of premium made by
the buyer of the insurance (insured) to the seller of the
insurance (insurer). The document laying down the terms
and conditions of such contract is called insurance
policy.
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intercept: The constant value added to the dependent

variable when it is expressed as a function of
independent variable.Y= a+bX, where Y is the dependent
variable and X is the independent variable, “a” is the
intercept co-efficient and “b” is the slope co-efficient.

Intercept can take any positive or negative value.
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interest: (i)The price paid for the use of capital by users
to its owner. (ii)) Amount paid to lender by the borrower
for the use of loan.
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intermediaries: (i) Individuals or agencies that act as
link between two transacting parties, for example,
brokers, commission agents, etc. (ii) Zamindars who
collected land revenue during British period for the
government.
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International Labour Organisation (ILO): Founded in
1919 as an international organisation responsible for
drawing up and overseeing international labour
standards. It became a part of the United Nations in 1946.
ILO brings together representatives of governments,
employers and workers to jointly shape policies and
programmes for improving labour working conditions.
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inter-state disparity: The difference between two or
more states with respect to certain characteristic of the
economic development such as per capita income, state
domestic product, infrastructure, literacy rate, sex ratio,
etc.
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inventory: Stock of raw materials, semi-finished goods

and finished goods with producer at any particular point
of time.
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investment
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investment: Investment in economics refers to new
additions to the existing capital stock. Investment is a
flow concept (measured over a period of time) which
increases the stock of capital (usually measured at a
given point of time).We note that for an economy, the
term investment does not include purchase of financial
assets. (See also, Financial Assets).
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bank: A financial institution which
purchases new issues of shares/equities and bonds of

companies and sells them to public in small parcels.
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Investment multiplier: This shows the impact of change
in investment on output. When autonomous investment
increases by one unit equilibrium output increases by a
multiple of the increase. It is denoted as

AY /Al where AY =change in output and Al=change in
autonomous investment.

In the simplest case, it is equal to 1/1-C where C =
marginal propensity to consume.
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M LINCpIbprboe § USSR A=l 47
o Looling )2t ei o —Ulz e tn

-(y/uyl:

invisible hand: Automatic adjustment of forces of
demand and supply in the market to determine
equilibrium price and the quantity of the goods without
government or any external intervention. This term was
used by Adam Smith to explain the working of the
market mechanism /free market.
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invisibles: Refers to trade in services. This includes both
factor income (payment for inputs-investment income,
that is, the interest, profits and dividends on one country's
assets abroad minus the income foreigners earn on assets
they own in India) and non-factor income (shipping,
banking, insurance tourism, software services, etc.)
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isocost: A line/curve showing various combinations of
two factor inputs that are purchased at their given market
prices, so that total cost to the firm is always the same. It
is given in the following equation:

C=wL +1K
Where
C = total cost
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isoquant

w = price per unit of labour
r = price per unit of capital
L = number of units of labour
K= number of units of capital
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isoquant: A curve showing various combinations of two
factor inputs (labour and capital), yielding an equal
quantity of output at each point of the same curve. It is
also called iso-product curve.
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joint supply

Jj

j-curve: As a result of a depreciation or devaluation,
imports prices rise and export prices fall immediately.
This worsens the balance of payments in the short run. In
the long run, as a result of expansion in exports, BOP
situation improves. The shape ‘J’indicates the worsening
BOP in the short run and a recovery in the long run.
S-ash: T BT AT AT  THOTHER, ST AT 9 9
S € SR Il g 92 S €| I8 e - FHeA H qAH-Her i
i SR H OUgAr odr @l M % fawR & afomesy
WIAH-Eqed i Rofd # gum g 81 AR ) Sea-we o
ITAH-Hq T T ST qoIT G-I H 560 FUT 1 &6 2

u!‘gL"lgn)L'ali'u;ufu}:’:’;ﬁ}uféd:djﬁﬂ)ldi//. Wz
-‘le)g?’;uf:/lad/. uﬁft;luﬂiuﬁ,ﬁ;/%-wdw ﬁf‘gAT/.
TS BT e QT Ao g L5 1Ty

,+qudﬂuﬁJ|u://Jj%/;|;Jla.,ui'&,gm

joint account: Shared account between two or more
individuals, who have a legal right and obligation in the
account.
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joint credit: Sharing of credit between two or more
persons with common pool of incomes and assets. The
persons have equal responsibilities for paying the debt.
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joint demand: Demand for two or more commodities or

factors of production that are used together so that a
change in demand of one will be reflected in the demand
for the other. For example demand for shoe and leather,

tea and sugar.
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joint production: Commodities that are produced in
such a way that a change in the output of one of them
involves a change in output of the other. For example, in
refining crude oil into petrol, fuel oil and other heavy
oils, limits are set on the relative proportion of each
product that can be achieved. Other examples are wool
and sheep, gas and coke etc.
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joint stock company: A legal entity formed under the
Indian Companies Act, whose capital is divided into
shares or stocks of certain denominations subscribed by
shareholders.
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joint supply: The supply condition when inputs are

produced jointly. If two or more goods are produced by

the same process in completely inflexible proportions,

there is no supply curve for each goods separately, but

for a fixed combination of two goods.
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junk bonds
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joint venture: A particular business activity undertaken
by two or more organisations or companies who share
the risk, cost, capital and profit, etc. till the end of the
project.
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junk bonds: Lower rated corporate or municipal bonds
which offer high rate of interest and also involve higher

risk. These are more volatile in nature than high rated
bonds. These are also termed as “Low rated, high yield
bonds”.
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land settlement

Ll

labour: Physical and mental exertion or effort by human
beings involving sacrifice of leisure, for remuneration, to
create goods and services. In economics, it is regarded as
a factor of production. It is not posible to undertake
production without labour.
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labourer: A person who sells labour. A labourer may be
skilled or un-skilled.
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labour-intensive: Any production process where larger

proportion of labour in comparison to capital is required
to produce. For example, agriculture and handicraft

industry in India.
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land: All natural resources on, below or above the earth
surface. Although it is a free gift of nature. But it earns a
rent due to scarcity of supply.
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land ceiling: Restriction (upper limit) imposed by
government on the quantity of land that a person can

own as private property. Such restrictions are imposed
through government legislation to reduce inequality in
society and to protect the interest of tenants and
agricultural workers. It differs from state to state in India.
Land Ceiling Act has not been very effective in practice.
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land reform: Practices intended to change pattern of
land ownership in a country so as to reduce inequalities.
This generally involves redistribution of land, abolition
of intermediaries, tenancy reform, ceiling on land
holding, consolidation of land holding and cooperative
farming, etc. through legislation or administrative
arrangements.
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land settlement: Agreements made by government of
British India with individuals, villages or with tenant
farmers in rural areas to grant ownership of land, mainly
for revenue collection. For example, under the British
regime, zamindari system was adopted as one form of
land settlement in the area of Bengal Presidency.
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law of variable proportions
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law of demand: A law that gives relationship between
price and quantity demanded of a commodity. It states
that, other things remaining constant (ceteris paribus),
when the price of a commodity increases, the quantity

demanded of it decreases and vice-versa.
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law of diminishing marginal product: A law stating that,

as a firm employs more and more units of a variable input,
keeping other inputs and technology constant, its marginal
product will eventually come down. It is a phenomenon that
takes place in the short run in a production process where
one factor is variable and others are fixed factors.

(See also, Law of Variable Proportions)
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law of diminishing marginal utility: A law which states
that, as consumption of a
commodity, the satisfaction or utility derived from

a consumer increases
consuming each additional unit of that commodity, other
things remaining the same, would decline.
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law of variable proportions: Shows the relationship
between the variable input and output of a firm in the
short run. This law outlines three stages of production. It
states that keeping all other inputs constant, increase of a
variable input in equal increments leads initially to rise in
marginal product, then a fall in marginal product and
finally negative marginal product. As a result of this,
total output initially increase at an increasing rate, then
increases at a decreasing rate and finally starts falling.
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Law of diminishing marginal product
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life expectancy
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leakage: A term mostly used in circular flow of income
models to denote savings, taxes and imports as outflows
or leakages out of the main flows of the economic
activity. These act as leakages (or subtractions) from
total demand in the economy and hence reduce the total
output. This gives rise to famous paradox of thrift) where
more savings are good for an individual but for the
economy as whole, more savings mean less consumption,
and thus it means less demand less output.
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legal tender: Different instruments recognised under the
law of a country which can be used to make or accept
payments. Currency notes and coins in India are legal
tender money. It is only due to backing of the central
bank, i.e RBI that we are willing to accept pieces of
paper or metal (currency notes and coins) as medium of
payment.
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lender of the last resort: A term to denote the ultimate

role of the central bank of a country in extending loans
and advances to other banks and financial institutions

when all other sources are exhausted.
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lending rate: The interest rate at which banks lend to
their credit worthy customers. It is also called the prime

Lending Rate.
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liability: A financial term denoting debts or obligations
of an individual or institution. For example loan taken is
a liability for an individual, deposits are liabilities for
commercial banks and bonds sold are liabilities of a firm.
Similarly, securities sold by government are similar to
loans taken by the government and hence its liability.
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liberalisation: Measure taken by government to do away
with restrictions on trade and business such as licensing,
quota, permit, tariffs, etc.
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life expectancy: Number of years, on average, a new
born baby is expected to live.
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liquidity preference
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line graph: A graph in which standard intervals of time
(hour, day, date, week, month, year, etc) are plotted
along X-axis and the value of variable are shown on the
Y-axis. The line which is obtained by joining the various
points so plotted is known as the line graph. It helps in
understanding the movement of the variable over the
specific time periods.
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linear demand function: A linear functional
relationship between quantity demanded (Q) and the
prices of that commodity (P). It can be represented by the
following equation:
Q=a-bP, a>0,0<P< ab
Where, a=Intercept coefficient (autonomous expenditure),
b = Slope coefficient. The slope of such a function is
constant which means that change in quantity demanded
in response to change in price is same irrespactive of
whether we begin with very low price or very high price.
For example, for every 1 Rs. change in price, change in
quantity demanded may be 2 units and this would be true
for a price change from Rs. 9 to Rs. 10 or from Rs. 90 to
Rs. 91.
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liquidity: The ébility of an asset to be converted into
cash quickly. Coins, currencies and demand deposits are
the most liquid assets.Greater the liquidity of an asset,
easier it is to act as a means of payment.
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liquidity preference: This refers to desire of the people
to hold their wealth in form of liquid assets such as cash.
John Maynard Keynes used this concept to explain
theory of money demand. People demand money to
conduct daily transactions (transactions motive); to meet
unforeseen exigencies (precautionary motive) or simply
based on expectations of risk and reward from alternative
assets such as bonds (speculative motive). Demand for
money is positively related with income and negatively
related with rate of interest. At some very low rate of
interest, preference for liquidity becomes infinitely
elastic (liquidity trap). (See also, Liquidity Trap)
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livelihood
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liquidity trap: A situation in which the rate of interest is
so low that no one wants to hold interest bearing assets
and prefer to hold money. In this
speculative demand for money is infinite or perfectly
elastic. This means that people prefer to keep all their
financial wealth in the form of money rather than
alternative forms like interest bearing bonds. Any
increase in money supply by the central bank is absorbed
by the people as money demand, thus making monetary
policy ineffective or incapable of changing output. The

concept of liquidity trap was given by John Maynard
Keynes.
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Demand for Money M

Speculative demand for money
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literacy: A social condition where persons aged seven
years and above can both read and write a language, with
understanding. It is not necessary for a person to have
passed minimum
educational standard for being treated as literate.
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literacy rate: It is defined as the percentage of literates
to the total population aged seven years and above.

received formal education or

Number of literates
Literacy rate = x100
Population aged 7+
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livelihood: Means of earning for living which provides
basic necessities of life. In India, agriculture is an
important source of livelihood for majority of the people.
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lorenz curve
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loan: Amount of money lent by the banks and financial
institutions to individuals or institutions at a particular

rate of interest. Loans are classified on the basis of use
and time period. A loan is also known as borrowing.
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long run: Does not refer to calendar length of time but is
an analytical
microeconomics, long run refers to a period where, for a
firm, none of the factors of production are fixed. In
macroeconomics, long run refers to a period where all
prices are flexible in an economy.
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long run cost curve: Envelope curve of the short run
cost curves. Since all factors of production are variable in

notion of time in Economics. In

the long run, all costs are variable. The long run average
total cost curve (LATC) is drawn by varying the amount
of all factors of production.However, because each short
run average total cost curve (SATC) corresponds to a
different level of the fixed factors of production, the
LATC is constructed by taking the “lower envelope” of
all the SATCs.
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Long run average & marginal cost curve
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lorenz curve: A curve that shows the inequality of
income. This is a graphical method for representing
income disparities as if all individuals earn similar level
of incomes, the lorenz curve for such individuals would
be a straight diagonal line, called the line of equality. If
there is any inequality, then the Lorenz curve falls below
the line of equality. The total amount of inequality can be
summarised by the Gini Coefficient, which is the ratio
between the area enclosed by the line of equality and the
lorenz curve, and the total triangular area under the line
of equality.

Gini Coefficient = Area of OCA/Area of the triangle
OCD
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luxury goods

lottery method
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lottery method: One of the methods by which sample
items are selected randomly in such a way that each item

has an equal chance of getting selected from the universe.

In this method, each item is assigned a unique number,
and then thoroughly mixed. The required number of
items is randomly selected by drawing lots.
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lumpsum tax: A tax of a fixed amount that is levied on
persons or firms regardless of the level of their incomes
or profits.
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luxury goods: Commodities which meet human desires

beyond immediate needs. Examples of such commodities
are airconditioners, expensive phones or expensive cars.
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macroeconomics

marginal cost
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macroeconomics: The study of aggregates such as
output, employment and price level for the economy as a
whole. The objective is to find out how the levels of
these aggregate measures are determined and how they
change over time.
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Mahatma Gandhi National Rural Employment
Guarantee Act (MGNREGA) 2005: An Act, enacted
by legislation on August 25, 2005, which aims at
enhancing the livelihood security of people in rural areas
by providing a legal guarantee for one hundred days of
wage-employment in every financial year to one adult
member in a family willing to do unskilled manual
public work. This act was initially named as ‘National
Rural Employment Guarantee Act (NREGA)’ and
renamed later as ‘Mahatma Gandhi National Rural
Employment Guarantee Act (MGNREGA)’ on 2nd
October 2009.
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Malthus, Thomas Robert (1766 —1834): A classical
economist known for his theories on population. In his
treatise An Essay on the Principle of Population (1798)
Malthus highlighted the relationship between food
supply and population, asserting that population grows in
a geometric progression (faster rate) whereas food supply
increases in arithmetic progression (slower rate). He
cautioned that this geometric increase in population, if
left unchecked, will lead to misery and vice and,
therefore, advocated moral restraint on the size of
families. (See also, Arithmetic Progression, Geometric
Progression).
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marginal cost: Addition to the total cost when output is
increased by one unit. Algebraically, MCq=TCq-TCq-1
where TC is the total cost of producing q units of output
and TCq-1 is the total cost of producing the preceding
quantity of output. For example, suppose the cost of
producing 9 units of commodity is Rs. 45 and the cost of
producing 10 units is Rs. 50. Then the marginal cost will
be MC10=TC10 —Tclo -1 =TC10 —TC9 =50-45=Rs.5.

Whether marginal cost increases, decreases or remains
constant depends on the returns to factor. The marginal
cost curve slopes downward when increasing returns to
factor exists, reaches a minimum point and then starts to




marginal product (mp)

marginal product of labour

rise due to decreasing returns to factor. (See also, Law
of Variable Proportions)
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marginal product (mp): Change in total product
resulting from one unit change in the variable factor.

MPn=TPn-TPn-1 where TP is the total product and n is
the number of variable factor. Marginal product of a
factor, say for example, labour when employed in small
quantities, increases, but later starts to fall as more and
more labour is employed. The Marginal product curve
rises initially and then starts to fall with every increase in
the factor.
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marginal product of labour: Change in output resulting
from employment of one more unit of labour input. The
marginal product of labour rises initially as the addition
of labour results in specialisation and division of labour,
and then diminishes due to excess employment.
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marginal propensity to consume (MPC)

marginal revenue (MR)
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marginal propensity to consume (MPC): Rate of
change in consumption as a result of change in income.
The marginal propensity to consume (mpc) lies between
zero and one.

MPC = AC/AY

Where AC is the change in consumption and AY is the
change in income.
In Keynesian consumption function MPC is constant.
(See also ,Consumption Function)
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marginal propensity to import (MPM): Change in

value of imports as a result of increase in the level of

income. MPM = AM/AY

WhereAM stands for change in import and AY is the

change in level of income.
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marginal propensity to save (MPS): Rate of change in
saving resulting from change in income. It is equal to
1 -MPC, as the total of MPC and MPS should be one,
where MPC = Marginal Propensity to Consume.
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marginal rate of substitution (MRS): The amount of
one good (y) which is to be given up in order to get one
extra unit of another good (x), keeping utility constant on
MRS is the slope of the
indifference curve and is equal to the ratio of the
marginal utilities (MU) of two goods.

MRSxy = MUx/MUy

Marginal rate of substitution between commodity x and
commodity y usually diminishes as more and more units
of x is consumed. The decline in MRS is due to
convexity of indifference curve towards the origin. (See
also, law of diminishing marginal utility, indifference
curve)
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an indifference curve.
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marginal revenue (MR): Change in total revenue
received by a firm as a result of one more unit of the
commodity being sold.

MRn=TRn-TRn-1
where TRn is the total revenue earned by the sale of ‘n’
units of the commodity and TR -1 is the total revenue




marginal utility (MU)

market

earned by the sale of n-1units of the commodity. Suppose
n is 50, TRn is the total revenue earned by sale of 50
units of the commodity and TR-1 is the total revenue
earned by sale of 49 units of commodity. Under perfect
competition, marginal revenue will be equal to the price
and will be a horizontal straight line. Under imperfect
competition, the marginal slopes
downwards, showing decline in additional revenues as

revenu€ curve

more and more units are sold.
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Average & marginal revenue under
imperfect competition
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marginal utility (MU): Addition to total utility by the

consumption of an additional unit of the commodity.
MUn=TUn-TUn-1
where TUn is the total utility earned by the consumption
of ‘n’ units of the commodity and TUn-lis the total
utility earned by the consumption of n-1units of the
commodity.
(See also, Law of Diminishing Marginal Utility)
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market: A set of arrangements under which economic
agents (sellers and buyers) can freely exchange their
goods and services with each other. Markets may be
local, national or international. Some markets have
physical location, i.e. vegetable market, fish market,
cattle market. In some other cases, the market is linked
by telephone, fax and internet, i.e. foreign exchange
market and financial market. Markets exist for various
economic factors and services, e.g. commodity market
for goods and services, labour market for labour, and
capital market for exchange of capital and sale of bonds.
There is also market for future delivery of goods or

financial instruments, called futures market.
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I ShalT) TR 37T A ST Harat ot ety w9 9 fafmr #
TR B STSIR T, T S7era STaRisdi & wehd 81 % aT=mt
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market forces
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market demand: Total demand for a good by all the
consumers of the good at a particular price. It is the total
of the individual demand of all the consumers. Suppose
there are 3 consumers whose demand for a particular
commodity at a given price is 30, 20 and 50 respectively,
then the market demand at the given price level is
30+20+50=100. The market demand curve is derived
from the horizontal summation of individual demand
curves.

i N
Individual A's Demand Indtividul B's Demand Market Demand (A+8)
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Deerivation of market demand curve
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market economy: An economy where price mechanism
or the market forces decide the allocation of goods and

services. Here, the central problems of an economy i.e.
what, how and for whom to produce are decided by the
operation of free market forces of supply and demand.
TR ASATEAT: Th SFAIAEAT &l hiAd 7T AW
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market equilibrium: A state of balance between
opposing forces of market demand and supply. In such a
state of rest, there would be zero excess demand and zero
excess supply and no tendency to change from it. In the
figure below, the market is at equilibrium at price OP
when the quantity supplied is equal to quantity demanded

0Q.

Price

R
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Quantity

Market equilibrium
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market forces: The forces of supply and demand.
Equilibrium quantity and price in a market are determined
by the market forces. Market forces represent the
aggregate influence of buyers and sellers on the price and
quantity of the goods and services available in a market.
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maternal mortality rate
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market mechanism: The process of interaction between
supply and demand. Also called price mechanism, it is a
feature of free market or capitalistic economy.
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market supply: Total quantity supplied of a good or
service by all the producers at a particular price in the
market. It is the total quantity of the supply made by
individual producers. Suppose there are three producers
whosupply30,20and 50units respectivelyof a commodity,
then the market supply would be 30+20+50=100 units.
The market supply curve is derived from the horizontal
summation of individual supply curves.

Producer A's Supply PProducer B’s Supply Market Supply (A+B)
R'E o b Y&
2 ] 3
= £ £
gl —_ o
pp—} - ---A (43 R « &
0 - * 5 P B e >
9.4, X 9.9 X @+a)@+5) X
Ciantity Quantity Quantity

Derivation of market supply curve
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marxian economics: School of economic thought based
on the of the philosopher Karl Marx
(1818-1883). It analysed the social and economic
development of the capitalist economic system through
various theories, like the labour theory of value and the
theory of surplus value. The Marxian school is critical of
capitalist exploitation and forecasts the downfall of
capitalism. According to the labour theory of value,
labour, being the sole contributor to the commodity
production, the value of a commodity is the socially
necessary labour time invested in it. But, the capitalists
do not pay workers full value of the commodities they
produce; instead, they pay only the necessary means of
subsistence. This gap between the value a worker
produces and his/her wage is termed as the surplus value.
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maternal mortality rate: The number of maternal
deaths per 1,000 women of reproductive age (15-45 years
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mercantilism

of age) in total population.
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mean deviation: Sum of the absolute difference between
the value of the variables and the Arithmetic Mean or
Median of the series divided by the total number of
observations. Symbolically,MD =) (X-X)n
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measurement of national income: It can be measured in
the phase of production using output or value added
method. In the phase of distribution using income
method and in the phase of disposition using expenditure.
( See aslo, Output Method, Income Method and
Expenditure Method.
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median: Central value of a distribution which is
arranged in ascending or descending order. The number
of values less than the median is equal to the number
greater than the median. In case of even number of
values, the arithmetic mean of the two middle values will
give the median value. It is a positional average.

M= size of (N+1)/2th item
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medium of exchange: Any item that is generally
accepted as a medium for buying and selling of goods
and services. Anything that acts as a medium of
exchange can function as money example cigarettes in
war camps. However, for a commodity to be accepted as
money unconditionally, it should be legal tender.
(See also, Legal Tender, Fiat Money)
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mercantilism (1550-1750): Economic ideas and policies
popularised by merchants during the sixteenth to
eighteenth century. They advocated promotion of
exports, restriction of imports and regulation of
economic activity by the state through tariffs and
exchange controls. Some of the major writers of this
school are John Hales, Gerard de Malynes, Dudley
North, Thomas Mun, Antonia Serra. They made
significant contributions to the theory of international
trade and emphasised the importance of keeping the
balance of payments in surplus by exporting more than
the imports.
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micro-finance

Millennium Development Goals
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micro-finance: Loans in small
encourage small scale activities/businesses without the
need of any security deposit. Those who do not have
access to the formal banking system, especially women

in rural areas, have benefited in developing countries.
(See also, SHGS)
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merit good: Goods that are regarded as socially
desirable, i.e. goods meant to benefit all members of the
society, irrespective of their wants or desires. For
example, immunisation, education, etc.
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microeconomics: It is the branch of economics that deals
with choice and decision making process by individual
units such as firm, industry, etc. In
microeconomics, we study the behaviour of individual

economic agents in the markets for different goods and
services and try to figure out how prices and quantities of

consumer,

goods and services are determined

interaction of agents in the market.
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migration: Movement of people between regions within
a country as well as across countries. Migration may be
due to push factors like unemployment, low income,
poverty, educational backwardness, fear of disorder and
safety which push people out of a region or country. It
may also be due to pull factors like favourable
employment opportunities, good health and educational
facilities, safer atmosphere, favourable climate, marriage

through the

elsewhere.
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Millennium Development Goals (MDGs): A set of
goals adopted by World leaders in the year 2000 to be
achieved by 2015 in all developing countries. It provides
a framework for the entire international community to
work together towards a common end, making sure that
human development reaches everyone and everywhere.




minimum support price 81 mode
MDG addresses aspects of poverty and human | Higa @ Afeens qF i STt 21
deprivation, universal primary education, gender

equality, child mortality, maternal health, combating
diseases, environmental sustainability and global
partnership which are separate, and at the same time,
mutually reinforcing.

weaTtes faehm wrea: ad 2000 # fava Jaredi g/ STUATC MU
et 1 ag =8 ot forpraeiier i g1 2015 T W AT 2
T U HTfcish A& o foTq 0T SIS HET o foru forerert sl
T o 7T U @I 3UeTedl e €, F8 GHRed id ge fo ama
forshrer e SAfh 0 TR T T W UgH| weanes fahe
e T ST A d, B st e, &t/ qEy s,
3fYash BT % e I HSAITT AT & S g & 37 T &
T U AL I o i AT 2|

e 6L L s feUt2000: 5 365 L
SRRt o S J e 2015008 5 3587
f‘ar&ﬁfgwmu%L"/ﬁl}(tbﬁugtfé./ﬂfdéidmf,
Sutpleey s o Hfartee 6 7 e 6 380
Yol b e g a5 Jbl it g S E
SAENSn &stlere J,Q/v Uskt L S L/J I

Y 2T ()

minimum support price: Minimum price fixed by the
government for purchase of agricultural produce from
the farmers. In the event of a fall in market price, this
acts as a support mechanism to the farmers. It is usually
fixed above the prevailing market price.
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mixed economy: Economy in which both private and
public sectors co-exist. This is a combination of methods
and goals of both, capitalism and socialism, where some
economic activities are carried out by individuals or
firms with the use of market forces, while some others
are carried out by institutions under state ownership and
control. India is a good example of a mixed economy in
which both the private and the government sectors exist
side by side.
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mode: Value of a variable which occurs maximum
number of times or whose frequency is the maximum in
a series. In a unimodal distribution, one value occurs
maximum number of times than any other values. In a
bimodal distribution, two different values have equal

maximum frequency. When none of the values in the
distribution are repetitive, mode does not exist.
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model

monopolistic competition
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framework for analysis of an
economic problem. This may be expressed in verbal,

model: Theoretical

diagrammatic, graphical or mathematical equation forms.
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monetary policy: The policy of the central bank of the
country (such as the Reserve Bank of India) aimed at
controlling the money supply/credit in the country with a
view to achieve the desired policy objectives such as,
control of inflation, higher rate of growth, correcting the
unfavourable of payments, employment
generation, etc. The central bank uses instruments like
bank rate, cash reserve ratio (CRR), statutory liquidity
ratio (SLR), open market operations, etc. to implement
the monetary policy.
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money: The medium of exchange which circulates in an

balance

economy and is widely accepted in payment for goods
and services. It also serves as a measure of value, store of
value and standard for deferred payments.
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money supply: The stock of money available within an
economy. It is inclusive of notes and coins, bank deposits
and also deposits in non-bank financial intermediaries.
Money supply is expressed in the form of narrow money
and broad money. (See also, Narrow Money and Broad
Money).
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monopolistic competition: Market situation in which a
relatively large numbers of producers offer similar but
not identical products. The products are close, but not
perfect substitutes. This market form has characteristics
of both perfect competition (i.e., large number of sellers
and buyers, free entry and exit) and of monopoly (i.e.,
control over price and market power). Each firm is the
sole producer of a particular brand, say, of different
brands of toothpastes, soaps, etc produced by the firm.
Since different products of these brands are close
substitutes, the monopolistic firms turn out to be
competitive and hence this situation is called
monopolistic competition. The demand curve facing an
individual seller in this market is negatively sloped and
elastic.
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monopoly

multinational corporation(MNC)
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monopoly: A market in which only a single seller sells a
product (or service) which has no substitute. The term is
derived from Greek word “mono” meaning single and
“polo” meaning to sell. The seller has complete control
over the quantities of goods offered for sale and decides
the price at which goods / services are to be sold. In the
case of monopoly, firm and industry are the same, as
there is only one producer of the commodities and it has
thus, an opportunity to earn supernormal profits.
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monotonic preferences: Preferences of a consumer are
said to be monotonic if and only if, between any two
bundles, the consumer prefers the bundle which has more

of at least one of the goods and no less of the other goods
as compared to the other bundle.
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morbidity: The rate of incidence of a disease in a
geographical locality. It shows the number of individuals
in poor health during a given time period.
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mortality rate: The number of deaths per 1,000
individuals per year.
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multilateral trade agreement: An agreement involving
more than two countries to regulate trade among
themselves. For example, General Agreement on Tariffs
and Trade (GATT), North American Free Trade
Agreement (NAFTA), etc.
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multinational corporation (MNC): A corporation or
company conducting business in more than one country
and having production or service facilities outside the
country of its origin.
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multiple cropping

Marshall, Alfred
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multiple cropping: The practice of growing two or more
crops in the same area during a year. Apart from the fact
that it leads to efficient use of the land resources,
multiple cropping is good for replacing nutrients in the
soil.
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multiplier: A coefficient that shows proportion of
change in the dependent variable in response to a change
in the independent variable. (See also, Investment
Multiplier, Money Multiplier)
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money multiplier: The interaction of the Central Bank,
commercial banks and the public causes a unit of
currency issued by the Central Bank (High Powered
Money) to lead to a multiplied expansion in the money
supply. Out of every unit of High Powered Money that
the Central Bank injects into the economy and the
proportion of that deposited by the public, the
commercial bank keeps only fraction as reserves and
lends out the remainder. This leads to a second round of
addition to the money supply. Successive rounds of
increase results in a multiplied expansion of money
supply. The multiple by which money supply expands as
a result of a unit change in the stock of high powered
money is called the money multiplier.

1
Required Reserve Ratio
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Marshall, Alfred (1842-1924): One of the founders of
r ‘ Neo— Classi'cal Econf)mics, who basgd
many of his theories of economic

2N o » behaviour on marginal rather than
/

= VL9

"

- average behaviour. His book, Principles

1 L3 of Economics (1890) brings in the ideas
of supply and demand as tools for price
determination, analysis of the issues of
elasticity, consumer surplus, increasing and diminishing

returns, short and long runs and marginal utility.
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minimum wage

marginal cost (MC)
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minimum wage: Minimum amount of money to be paid
to a worker as enacted by law.
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Mahalanobis, P.C. (1893-1972): An Indian economist
4 who was the architect of the second five
| year plan (1956 —1961) in India. He
| introduced the strategy of development
"ﬂ based on establishment of heavy
; industries.
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Spder

Income earned by self-employed
workers, for example, incomes of self- employed doctors,
carpenters, shopkeepers, tailors, etc. It is applicable in
unincorporated enterprises where the contribution of
different factors of production is not
distinguished. For example, a tea vendor uses his own
labour and capital so his earnings cannot be divided into
labour income and capital. His earnings are an example
of mixed income.
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mixed income:

clearly
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managed floating exchange rate: A system in which
government intervenes to regulate/control the exchange
rate determined by the foreign exchange market. It is also
referred to as ‘dirty floating’.
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marginal cost (MC): Increase in total cost that results
from producing an extra unit of output. In the short run,
since fixed costs do not change with the firm’s level of
output, marginal cost is also equal to the change in total
variable cost.
MC. =TC,=TC, .,
In the short run,

Mc, =TC,-TC,
= TVC, =TVC
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Naoroji, Dadabhai 86

National Sample Survey Organisation (NSSO)

Nn

Naoroji, Dadabhai (1825 — 1917): An Indian Economist
L who provided the first estimation of
national income in India in 1866.
His book ‘Poverty and Un-British
Rule published in 1876, gave the
idea of Poverty line based on the
prisoner’s cost of living in Indian

jails. He also propounded the theory

of ‘Drain of Wealth’ from India.
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narrow money: A measure of money supply that

includes coins and currency held by the public along
with demand deposits and other liquid assets that are
easily convertible into cash. This is most readily
available for transactions and is also called the monetary
base or high powered money.
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national income: Value of final goods and services
produced in an economy during given period of time,
usually one year. (See also, Gross Domestic Product)
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national income accounting: System of measuring the
national income aggregates in a particular year in an
accounting framework. The summary statement of such
aggregates depicting the performance of the economy is
called national income accounting.
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National Sample Survey Organisation (NSSO): The
largest organisation conducting regular socio-economic,
demographic, agricultural and industrial surveys under
the Ministry of Statistics and Programme Implementation
of the Government of India. It was first set up in the
country under the Ministry of Finance in 1950 with the
objective of providing statistical and other information
for the purpose of state or national planning and policy
requirements. The objectives was to evolve statistical
techniques for the analysis of statistical data for solving
administrative problems and estimation of future trends.
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nationalisation 87

net investment
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nationalisation: The process of changing an industry or
assets from private to state ownership or control. It is one
of the major strategies advocated by socialists for
transitioning from capitalism to socialism.
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net exports: The amount by which foreign spending on a
home country's goods and services exceeds the home
country's spending on foreign goods and services.

Net exports = exports (X)-imports (M)
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net factor income from abroad: Refers to incomes
received by domestic factors of production from rest of
the world minus payments made to foreign factors of
production from rest of the country.

Factor incomes from abroad include profits earned by
Indian companies working abroad, wages earned by
Indians staying in foreign countries, as well as rent and
interest received from foreigners for using land and
capital owned by Indians. For example, an Indian
national working in Dubai earns Rs. 500 as wages,
counts as factor income from abroad. Factor payments to
abroad are profits, wages, interest and rent paid to
foreign nationals operating in India. For example, if IBM
company operating in India makes a profits of Rs.500, it
counts as factor incomes to abroad.

NFIA is added to aggregate of domestic product
(such as GDP or NDP) in order to calculate national

product (such as GNP or NNP). When factor incomes
from abroad minus factor payments to abroad are

positive, or factor incomes from abroad are greater than
factor payments to abroad then national product is
greater than domestic product.

i.e., GNP or NNP > GDP or NDP.(See also, GDP, NNP, GNP, NDP)
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net investment: Difference between gross investment
and depreciation or wear and tear of capital goods.
Net investment = Gross investment-depreciation
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net national product at current prices 88
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net national product at current prices: Value of Net
National Product measured at prices prevailing in that
particular year. Since Net National Product changes with
change in the overall price level, it does not reflect real
growth of an economy. This is also called nominal
national income.
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NNPrc: Refers to Net National Product at factor cost.
This is the aggregate which is called national income.
National income/National Product refers to the money
value of all final goods and services produced by the
residents of a country during a given period of time,
usually an year. The term net denotes that the value of
goods and services is calculated net of depreciation. In
other words, depreciation is subtracted from gross
investment or gross output. Factor cost (FC) denotes that
value of goods and services is at factor cost, i.e. it shows
that the total payments made to factors of production. In
contrast the Market Price (MP) estimate shows the value
of goods and services at the price prevailing in the
market. (Output and Expenditure methods give market
price estimates whereas the income method gives the
factor cost estimate).

In order to calculate national product, net factor
income from abroad (NFIA) are added to domestic
product. In order to calculate net product, depreciation is
subtracted from gross product. In order to calculate factor
cost estimates, net indirect taxes are subtracted from
market price estimates.Thus, starting with Gross
Domestic Product at market price (GDRip), we can
derive national income or NNBRc in the following

manner.
NNPfec = GNPmp - Depreciation - Net Indirect Taxes
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nominal income
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net national product at market prices: National

product at factor cost plus indirect taxes reduced by
subsidies.
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NITI Aayog (National Institution for Transforming
India: A economic policy think-tank of government
setup with the objective of involving the states in
economic policy-making in India for providing strategic
and technical advice to the central and the state
governments. Prime Minister of India is its ex-officio
chairperson. NITI Aayog was formed on 1 January 2015
by replacing the Planning Commission of India.
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nominal GNP: Gross National Product measured in
terms of current market prices. Since the nominal GNP
measures the value of currently produced goods and
services at market prices, GNP changes whenever there

is a change in the overall price level or change in actual
volume of production. (See also, Gross National Product)
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nominal income: Various aggregates of domestic and
national product can be expressed in nominal or real
terms. When anything is expressed in nominal terms, we
are talking about money value but when the same thing is
expresed in real terms, we are talking about physical or
real value. Since national income refers to money value
of goods and services, this can increase with an increase
in physical volume of goods and services or when prices
of goods and services rise. For example suppose an

economy produces wheat and salt. In year 2010,
following are the values of quantity produced and prices:

Nominal Income
or nominal GDP

Quantity (Kg) Price (Rs./Kg)

Wheat 2 100 2x100 = 200
Salt 4 20 4x20 = 80
=280

In this case, nominal income = 280.

In the next year, if quantities produced remain the same
but price of wheat rises to Rs.150, nominal income
becomes (2x150 + 4x20) = 380.

Thus, nominal income rises in this example without any
increase in quantities produced. For this reason concept
of real income is used to remove the effect of rise in
prices.

For the economy as a whole,

Nominal income = Real income X GDP Deflator
Nominal Income = Real Income x Price index

From the point of view of the recipient or earner of the
income, nominal income measures how much the person
has received in money terms, whereas the real income
measures how many goods and services can be bought
from this income. For example, suppose a person earns
Rs.1,000 with which she is able to buy certain number of
clothes and quantity of wheat. If the price of clothes or
wheat rises then, this person will be able to buy lesser
number of clothes and quantity of wheat from the same
Rs.1,000. In this case, although the nominal income stays
the same at Rs.1,000, the real income falls.(See also,
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non-plan expenditure

GDP Deflator, Price Index, Real Income).
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non-plan expenditure: Revenue expenditure on general
economic and social services of the government, which is
not included in plan proposals in government budget. For
example, interest payments, expenditure on defence
services, subsidies, salaries and pensions.
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normative economics

non-tariff barriers: Measures other than tariffs, i.e.
quotas, levies, embargoes, sanctions etc. which restrict
international trade among nations. These barriers may
create economic loss, as they do not allow trade to occur
freely.
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non-tax revenue: Government revenue generated from

sources other than taxes. The sources of non-tax revenue
include dividends, fee, fines or penalties, surplus from
public enterprises, etc. This is also known as non-tax
receipt.
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normal goods: Goods for which demand increases as the

real income of an individual increases. For a normal
good, the income elasticity of demand is positive.
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normal profit: Profit of a firm where total cost involved
in the production of the good is equal to the total
revenue. In this case, price (AR) equals average cost of
production. In perfectly competitive market, only normal
profits can be attained in the long run.
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normative economics: Study of ‘what ought to be’

rather than ‘what actually is’. This kind of economic
analysis incorporates subjectivity or value judgment and

putting one kind of value above another seeks to
recommend the way economy should operate.
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occupational structure

ogive

Oo

occupational structure: Distribution of the work-force
according to different primary,
secondary and tertiary activities. Agriculture, animal
husbandry, forestry, fishery, etc. are collectively known

occupations  viz

as primary activities. Manufacturing and industries are
secondary Transport,
communications, banking services, etc. are called tertiary
activities. The occupational structure of an economy is
closely associated with the development level. It has
been observed, historically, that as the economy
develops, its occupational structure shifts from primary

known as activities.

to secondary and tertiary activities.
SaTEATReR ST [y srgemt S8 e, fgdaes s
Tl Tdfafedl & STTER - Hfoaon FHY, aee,
R, Hew Sei geanf amfeen w v & wrerfire nfafaft weardt
21 fafmfor i sam fedtess nfafafir seard 8 oo, =,
o TaTC 3fS qoftereh Tfafatert sweardt 8 foret stefereen #
ST ST a9 fasm TR § frehe detr g 81 Wderfies
Y ¥ 7 @ 7 2 foR sl Su-9 faswfaa St ¥ suht
ST T STt § fadre iR qotae nfafafer 6 s/
AR gt =it STt &)
L Sl §9e8 Ay B s il 23 2
é’ﬁi/’u}’(ﬁfuﬁ;} Jg J”fdtdédg Gfr;/wc(:%@&:,}
e VB QWO s T e it Qe S
2 SO el fen e oty
Gt P fen OSB8I 250 216
SIS F 52 26 e O Bt el U
e bbb P AU 5

official reserve transaction: Refers to change in foreign
exchange reserves by a central bank in order to maintain
fixed exchage rates. Under fixed exchange rate system, a
deficit in balance of payments is met by supply of
foreign exchange reserves by the central bank (running
down reserves) and a surplus in balance of payments is
met by absorption of foreign exchange reserves by the
central bank.The decrease (increase) in official reserves
reflect the overall balance of payments deficit (surplus).
Official examples of
accommodating transactions. (See also, Balance of

reserves  transactions arc

Payment, Accommodating Transactions, Fixed Exchange

Rate and Pegged Exchange Rate)
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ogive: Graphical representation of cumulative frequency
distribution of a continuous variable. It is also called
cumulative frequency curve. Cumulative distributions
can be constructed by summing from the top or from the
bottom. In case we sum from the lowest values of the
variable, the class upper limits become the relevant

values for the cumulative distribution. This is called the
"less than" cumulative frequency.

Marks Number of|Marks (X) |‘Less than’
(X) Students "less than" |cumulative
frequency
0-20 6 20 6
20-40 5 40 6+5=11
40-60 33 60 11433 =44
60-80 14 80 44+14=58
80-100 6 100 58+6=64

the cumulative frequency value of X = 60 is 44 which
says that 44 studnets obtained makrs less than 60.

In the case of the more then cumulative frequency,
summing is done from the highest values. Here the
relevant values for the variable becomes the lower limit
of each class.

Marks (X) | Number of | Marks (X) | ‘More than’
Students | "more than"

0-20 6 0 58+6 = 64

20-40 5 20 53+5=158




ogive 93 ogive
40-60 33 40 20+33=53 20-40 5 20 53+5=58
60-80 14 60 6+14=20 40-60 33 40 20+33=53
80-100 6 80 6=06 60-80 14 60 6+14=20
the cumulative frequency value for X = 40 says that 53 80-100 6 80 6=6

students obtained marks more than 40.

While drawing an ogive, cumulative frequencies are
plotted along Y-axis and class limits of the frequency
distribution on the x-axis. Upper limtits for the less than
ogive and lower limits for the more than ogive are taken.
More often, the plotted points are connected by a smooth
curve. Their intersection point gives the value of the
median. The less than cumulative frequency and its ogive
are the basis for derivation of percentiles, deciles, and
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oligopoly

operating surplus
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oligopoly: A market in which there are more than one
seller but the number of buyers is large. The firms may
be producing a homogeneous product or a differentiated
product. In choosing its output or price under oligopoly
conditions, a particular firm has to take into account what
the other firms are choosing and how they may react to
its choices. The output decisions of any one firm would
affect the market price and the amount sold by the other
firms as also their total revenues. The special case of
oligopoly where there are exactly two sellers is termed as
duopoly.
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open market operations: Purchase and sale of
government securities by the Central Bank (RBI in case
of India) to the public (open market). Open Market
Operation (OMO) is a major instrument adopted by
central banks to change money supply in an economy.
This can be understood with an example. Suppose lata
buys securities worth Rs.100 being sold by RBI. Lata
pays for the same by depositing money in a commercial
bank. This bank in turn pays the RBI by reducing its own
reserves with RBI. A similar reduction of reserves by
commercial banks reduces money supply. Thus sale of

securities by central bank reduces reserves of commercial
banks and conversely the purchase of securities by
central bank increases the reserves of commercial banks.
This in turn affects the capacity of commercial banks to
create credit. Hence OMO is a major instrument adopted
by central banks.

AT ATAR wHEaTsal: Gol SR H (ST §) HE o (TR §
RBI) S &R fafaai i @iie ot foshll ot asm i
FrlaTgAT STt T O & afEdT B e e A
T SO T U e 3ThU0T 21§ Ueh SaTeT0T o FRI {Hel ST
TehdT 81 T Afor, o fistdl s (RBI) 3T si=ft 71 100 . st
Sfafcrat bl o Ll ) T 36 foTQ, e aTfoTfsaren sieh # o ST
T A FdT 8l TE s RBI o 6 T Y AT HINT H FHHT
T RBI %I AW T 2| FToTTsaeh St o ot 8 Tet et 731
AT It 2T FH L AT 8] TE WL, S Si gI S shi fersht
T foTfSereh SRt ok 1Y B ST &, TT 36 o, S Sk g
sffoat & wlie @ i S&f % H ¥ F¢ I 8 36
T S hl G-I T T T It 8l 3 get
ST shi SHTaITgaT shea siehi G STUATIT T3IT U HEd SUaH0T 2|

(RBI 5UL tsin) a S P & UL 18
WK SN E e Qe Sesi S 2nE S n sl
S-S U Qs St et s L Uk 5y
10041 b $ess f 5L RBIDE phoe (Pl e Jin (]
G CAG SIS0 L L iloe (uitnfe s
F5 P JARBIE AL 3/1000 Aime /iy RBI G ;o
BT RENSNAS T 2PV
e Ul @&gﬁuluﬁjﬁd@h{fwgﬁiw-%
Aol s (Sig-e byl 2o 2 76814 uELS

-‘L.,ggufd/w'

operating surplus: This consists of rent, interest and
profits. For any firm its value added (i.e value of output
less value of intermediate goods) is used to pay different
factors of production. Factor payments comprise of
payment to labour (compensation of employees);
payment for land (rent) payment for capital (interest) and
profits. Rent, interest and profits are clubbed together and
called operating surplus. Thus, operating surplus= value
of output less value of intermediate consumption less
compensation of employees.

TR STTEroTT: 39 TR, sarel SfiT oy wftafera ) ferel) off
it % fo70, st e g (3eae % e # @ Heradt awqe &




ordinal utility

output method
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ordinal utility: A measure of relative ranking of
satisfaction or utility which a consumer derives from
different consumption bundles. Unlike cardinal utility,
here the magnitude of satisfaction derived from a
consumption bundle is not important, only the ranking is
important terms of which bundle gives more satisfaction
and which gives less satisfaction. (See also, Cardinal
Utility)
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organic waste: Bio-degradable waste, which originates
from plants, food or any other organic source that

decomposes naturally without causing damage or toxic
effect or other forms of pollution.
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outlier: An entry in a set of data, which lies a long way
off from any pattern apparent in the rest of data set. The
presence of outlier suggests two possibilities which
warrant further investigation. One is the possibility of
occurrence of something unusual and the other is the
possibility of the occurrence of a mistake in recording the
data.
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output: Result of a process where inputs like land,
labour, capital are combined to produce a product
available for sale or self-use. (See also, Total Product)
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output method: This is one of the methods of
calcualtion of national income. Also known as product
method or value added method, this method focuses on
national income from the side of production. An
economy is divided into various sectors, the sectors are
divided into sub sectors and further division is done up to
the level of production unit. For each production unit,
value added is calculated by subtracting the value of
intermediate goods from the value of its output. The
value added thus obtained is added for all production
units throughout the economy which gives us gross

domestic product at market prices or GDPmp= Y va.
National income is derived from GDPmp by subtracting




output multiplier

outsourcing

depreciation and net indirect taxes and adding net factor
income from abroad.
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output multiplier: The ratio of the total increment in
equilibrium value of output to the initial increment in
expenditure. According to
theories, in which output of an economy is determined by
aggrigate demand; any increase in
expenditure leads to a change in output which is multiple
times the change in initial demand. This is because initial
increase in autonomous expenditure or demand leads to
an increase in income which increases consumption and
therefore demand increases further. The process carries
on till overall increase in output becomes a multiple of
initial increase in demand. In the simplest case, output
multiplier is AY/AA =1/1-c

where AY is change in output

autonomous economic

autonomous

A A is change in autonomous spending

¢ marginal prepensity to consume
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outsourcing: Contracting of a productive activity by one
firm to another firm. Outsourcing is adopted to reduce
the cost of production. An organisation hires out the
services, earlier provided internally or from within the
country(like legal advice,computer service,advertisement,
security),to external sources.

Globalisation process and growth of Information
Technology (IT) has intensified outsourcing. Many
services such as ‘voice-based business processes’ (e.g.
BPO, call centers, etc.), record keeping, accountancy,
banking services, music recording, film editing, book
transcription, clinical advice and teaching are being
outsourced by companies with the help of IT, in
developed countries to developing countries like India.




overdraft

overvaluation of currency
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overdraft: A facility given by bank, allowing a customer
to overdraw from current account up to an agreed limit.
Security for overdraft is usually financial assets, such as
shares, debentures, life insurance policies,etc. of the
account holder. Overdraft is a temporary facility and the
rate of interest charged on the amount of credit is lower
than that on cash credit because the risk involved and

service cost of such credit is less as it is easier to
liquidate financial assets rather than physical assets.
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overhead capital: Economic ‘overhead capital’ consists
of investments in infrastructure or assets such as
highways, railroads,communications, power installations,
post office, and technologies and technical training
capacities/facilities. Social overhead capital consists of
schools, hospitals, libraries and public health measures.
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overvaluation of currency: When the value of a
currency relative to another currency is more than what is
determined by the market (price or value), it is supposed
to be overvalued. For example, if the market exchange
rate is 50; and now if the actual exchange rate is 45 it
means, rupee is overvalued since less rupees have to be
paid for one dollar than the market rate.
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paasche price index

parameter

Pp

paasche price index: Weighted aggregative price index
using current period quantities as weights. It helps in
finding how much the expenditure should be in the
current period on the same basket of commodities which
was worth 100 in the base year. It is a useful index to
measure the price change. The Paasche index is
measured as:
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paper currency: Legal tender or instrument printed on
paper which represents money, such as, bank notes,
promissory notes, bill of exchange, etc. These are issued
by the Central Bank or the Government of a country.
(See also, Fiat money, Legal tender)
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paper money: Currency notes, partly or wholly backed
by gold and silver. It acts as a medium of exchange
because of the financially sound character of the banking
system issuing it. Paper money is also recognised as legal
tender money. (See also, Paper Currency)
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paradox of thrift: A situation where an attempt to
increase savings by individuals in a fall in aggregate
incomes and makes the economy worse off. Income can
either be consumed or saved, therefore when individuals
increase their savings, they also reduce their
consumption. This leads to fall in aggregate consumption
for the economy as a whole. A fall in aggregate
consumption means a fall in aggregate demand and
therefore a fall in equilibrium income for the economy as
a whole (according to those economic theories in which
equilbrium income is dtermined by aggregate demand.)
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parameter: In statistics, parameters is a name used to
refer to any measure calculated from the data of the




parametric shift

parametric shift

entire population. The value of the parameter is
considered objective, since it is independent of the
observer. The mean and standard deviation of the
population are examples of population parameters. In an
economic model any variable whose value cannot be
altered by an economic agent is called a parameter. For
example in a perfectly competitive market, the firms and
consumers are incapable of altering the market price of
the good. Thus, the commodity price is called a
parameter.
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shift: Economists often use models
consisting of one or more equations to describe and/or

parametric

explain economic phenomena. A model usually describes
the relation between two or more sets of variables. In
order to formulate the relation, we need to use some
'constants' to give some specific form to the relation.
These constants are called parameters. For example, we
often model consumption expenditure of a country as a
linear function of income:

C=a+bY

Here, C and Y are variables. The constants 'a' and 'b',
which define the specific form of the consumption
function are parameters. A change in either of these
parameters is called a parametric shift. A change in 'a'
causes a parallel shift in the consumption function. A
change in 'b' causes the slope of the function to change,
and the consumption function swings.
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pareto optimality

pegged exchange rate
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pareto optimality: A situation in which it is impossible
to reallocate resources in order to make some one better

off without making some one worse off. This term is
associated with welfare economics.
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Parametric shift (b)
A Positively sloping straight line
Swings upwards as its slope is doubled
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Pareto, V. (1848-1923): French born Italian economist

~ W and sociologist, who made leading contribution

- to welfare economics by setting out certain

 conditions for a welfare optimum, known as

. Pareto optimality. (See also, Pareto optimality)
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patent rights: Official recognition of invention of a new
product or technology and the exclusive right of inventor.
No one else can use the technology without permission
of the patent holder. Big private companies engage in
research and come up with new products or new
technology in producing an existing product. As a reward
for their risk and investment in research, they can apply
to their government for a patent. Patents are not granted
forever and are valid only for a certain number of years.
This period is called patent life and after this period,
other firms can freely copy the technology. The Indian
Patent Act of 1970, amended in 2005, provides that any
invention of a new product or a process of production is
patentable after certain years. (See also, Intellectual
Property Rights)
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pegged exchange rate: Exchange rate pegged at a




pension

percentile

particular level in relation to another currency by the
monetary authorities. In effect, the exchange rate
between these currencies operate like fixed exchange
rates. For example if rupee is pegged to the dollar in such
a way that 1 dollar equals 100 rupees, then the rate
between rupee and dollar is not affected by market. In
this case, if exchange rate between dollar and euro
changes, then exchange rate between rupee and euro
would automatically change. (See also, Fixed Exchange
Rate, Flexible Exchange Rate)
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pension: A social security measure involving periodic
payment by a government/employer to a person
according to some proportion. The most common form
of pension involves a monthly payment upon super-
annuation (retirement) of an employee.
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per capita income: Average income per person. Per
capita income is calculated by dividing total income
(national income) by total population. Suppose national
income equals rupees 1,000 and population is 20
persons; then per capita income equal 50 (1,000/20). In
other words, as an average each person has an income of

50 rupees. Although per capita income is often regarded
as an indicator of standard of living; per capita income
does not show how the income is distributed amongst the
population. In the above example, suppose of the 20
people; only one person has entire income of 1,000 and
remaining persons have zero income; then also total
income remains 1,000, total population remains 20 and
per capita income remains 50 (1,000/20). Thus, an
capita a general
improvment in standard of living for everyone only if
total income evenly distributed amongst population.
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percentile(s): Value obtained by dividing data arranged
into 100 equal parts in order of magnitude. xth percentile
is the value below which there are x per cent of the
number of observations. For instance, the 50th percentile
is the value below which there are 50 per cent of the
observations.
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perfect competition

personal disposable income
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perfect competition: A market which is characterised by
large number of buyers and sellers engaged in buying
and selling of a homogenous (similar) good. There exists
free entry and exit for the firms, no government
intervention, no transport cost, perfect knowledge and
perfect mobility of factors. Since the numbers of firms
are very large, no single firm has the power to set the
price. The price is determined by the industry, and firms
are price takers. The objective of each firm is to
maximise profit.
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permit license raj: Refers to the period prior to the 1991
reforms wherein numerous rules and regulations were
framed by the Government of India to start, run and
operate or to shut down an enterprise for production of
goods and services in the country. Prior to 1991
economic reforms, industries needed to obtain a license
in form of a written permission from the government to
start an industrial unit or increase their capacity.
Government permission was also needed for imports and
exports. Ever since the liberalisation of economy in
1991, the days of permit license raj are over.
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personal disposable income: Current income available
to individual or households from all sources after
deduction of personal direct tax and non-tax payments.
Households cannot spend their entire personal income, as
the government takes away a part of it by way of income
tax and other miscellaneous receipts. Taxes and
non-taxes have to be deducted from personal income to
arrive at Personal Disposable Income. Non-tax payments
include fine, fees, education-cess and others levies. This
is an important determinant of the level of consumption

expenditure and saving of the economy. (See also,
Private Income, Personal Income)
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personal income

PESO Crisis

Personal Disposable income=Personal Income-(personal
tax payments + non-tax payments)
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personal income: Defined as the current income of
persons or households from all sources. To arrive at
personal income, undistributed profits and corporation
tax payable by the enterprises should be deducted from
private income.
Personal income = private income - saving of the private
corporate sector/undistributed profits + corporation tax.
(See also, Private Income, Personal Disposable Income)
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perspective plan: A long term plan, which forms the
backdrop of a medium-term plan. While medium-term
plan is formulated for four/five / six years, the long-term
perspective plan is made for ten /fifteen/ twenty years.
The purpose is to focus on long-term goals of sustained
increase in capacity to watch the future demand. Long-
term perspective plans are required to deal with the
issues of poverty, unemployment, balance of payment,

inflation, etc. Short-term plans are annual plans which
take care of immediate needs.
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PESO Crisis: Refers to sudden devaluation or reduction
in the value of Mexico Currency Peso in 1994-1995.
Over one year, Peso lost half its value. Peso Crisis is an
example of what is known as financial crisis. There are
many reasons for financial crisis but what happened in
Mexico in 1994 — 95 (and in various other countries of
latin America and East Asia later) was that suddenly
many foreign investors withdraw their funds from
Mexico suddenly. This is called capital flight and this
can happen very easily when there are no government
restrictions on involving in financial assets of any
country. When the investors feel the situation in a
country is not very stable, they tend to withdraw their
funds. This happened in Mexico in 1994—95 as Mexico
was facing huge inflation and current account deficit in
Balance of Payments at that time. Peso Crisis affected
ordinary Mexican citizens very badly, real income of
Mexico workers fell to half and poverty rate rose to 50%
from 30%. (See also, Financial Assets, Balance of
Payments, Real Income)
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pie diagram/chart
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phillips curve: Graphical representation of an inverse
relationship between rate of inflation and rate of
unemployment observed by A.W. Phillips for England.
Phillips curve shows that as inflation falls unemployment
rises and vice versa. This has been used to show that the
government can either reduce inflation and suffer
unemployment or it can reduce unemployment and suffer
higher inflation. The government policy cannot reduce
both inflation and unemployment or there is a trade-off
simultaneously between inflation and unemployment.
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physical capital: Capital in the form of physical goods.
It may be fixed capital, stocks or work in progress.
Capital is one of the factors of production, which consists
of fixed and working capital. Tools, machines, building
are called fixed capital as they can be used in production
for many years. Raw materials and money in hand are
called working capital as they are used up in production.
(See also, Capital)
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pie diagram/chart: It is a graphical representation of
data where a circle is divided into segments to represent
the data belonging to each separate category. In this case,
the proportion of data from each category or component
is a useful figure. The angle of the segment and the area
of the segment is proportional to the size of each
category of the data. This is achieved by making the
angle of each segment equal to the proportion of each
category multiplied by 360, which is the total angle in
degrees at the centre of the circle.
A @ TT HATHST 1 T SANE Tl 2, fad g a
QU H dieT ST § T ek Gus foheT T o o SAiehs I T&d
AT 2| AL, AT A o TS T ST IT GUS Ae=! eIl 2l
S TUS T hI0T AT &t 36 11 oh TSI o ATHR 6 FATATd
BT 21 3H TS @US o HIVT HI TAF a1 % ST o SR




pilot survey

planning commission
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pilot survey: Survey undertaken to conduct a try out
with a small sample. In case of large scale field study, a
pilot survey provides a preliminary idea about the
feasibility of the survey.
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planned development: Coordinated planning of
development programmes. In India, Planning Commission
was set up in 1950, which initiated a process of
development through Five-Years Plans in April 1951
with the objective of bringing a balanced regional and
sectoral growth of economy. Planned development
process has covered the whole country including all
sectors, 1.e. industry, trade, transport,
services etc. (See also, Five Year Plan)
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planned investment: Amount of investment that an
individual or firm intends/plans to make during a certain
period. Investment decisions by producers, such as
whether to buy a new machine, depend on the market
rate of interest and expected rate of return. Actual
investment includes both planned and unplanned
investment. Planned investment may not be met because
of shortage of goods or finance or because of increase in
demand or unsold stock lying idle.

TIeTag e faw S a9 St #18 =ate a1 S s e
Tafer B ST =Taet & AT S AT FISHT ST 21 IcaTashi gRT e
Frotar, S fop o 78 mefi @l STt 2, ot o€ 3T 3Tuféra o ot
w et o 81 areafess o § s aur sifwifsa a1 fraer
wftAferd & 2 ¥va & for Frenfsa Faw o an fo ot e
SHROT ST 7T 8 gfig A1 SR 7 for forsh w7k 3 ot Q@ A 2

uu»&.:,,ou:’:‘&(}’{gﬁé&d%,l./u (S ke
YL S e AU g - Qe 6
b U E P Cbmsr LA e Qe s 756
,_‘L[}nJLﬁdzK,L/J(ﬁuiu,k,f"jm,&.,f"uﬁd/K:,l./
LUt e o U IS ey P

-n;d/{fc“_.yﬁJJ&ID}&;/}M;Z/K
planning commission: Constituted on March 157, 1950
by the Central Government, the Planning Commission
was a policy making body that has Prime Minister as its
Chairperson. It used to prepare the blueprint of the Plans
with the goal of growth, modernisation, self-reliance and
equity. In India, the plans are of five years duration and
are called five year plans. The plan documents specify
the objectives to be attained in the five years of a plan.
Planning Commission has been dissolved and replaced
by a new institutioncalled NITI Ayog on 15t January
2015.
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population: Total number of people residing in a
specified area. In statistics, it refers to the whole group
under study, to which the results of the study are
intended to be applied. Population or universe is a set of
items that possesses certain characteristics according to
the purpose of the survey.
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population explosion:A phrase that signifies tremendous
increase in country’s population. Population of India at
the turn of 20t century was only around 238.4 million.
This has increased by more than four times in a period of
one hundred and ten years to reach 1210 million in 2011.
The population of India grew by one and half times in the
first half of the twentieth century, while in the later half it
recorded a phenomenal three-fold increase. From 1961 to
1991, the average annual exponential growth rate has
remained above 2%. During this phase, birth rate in India
remained very high and death rate had a declining trend.
This led to a very high rate of growth of population. The
current rate of growth is 1.64 (Census 2011). This
phenomenal growth has aggravated the problems of
poverty, unemployment, housing and public health.
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Growth in a country’s
population during a period of time, usually one year,
expressed as a percentage of the population at the
beginning of that period. Population growth rate is the
sum of the natural population increase (difference
between birth rate and the death rate) and the net
migration rate (difference between the population
entering and leaving the country).
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portfolio investment: Investment in securities that is
intended for financial gain only and does not result in
lasting or effective management control over an
enterprise. It is typically, the investment made in an

population growth rate:




positive economics

price

assortment or range of securities or other types of assets
like bonds, shares, stocks, etc with a view to spread the
risk of possible losses.
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positive economics: Study of ‘what is’ based on facts,
quantitative analysis of economic data, and cause and
effect behavioral relationship. For example, the statement
that population of India in 2011 was around 121.1
million is a positive statement. It includes development
and testing of economic theories. Positive Economics
avoids economic value judgements.
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POUND (£): It is the monetary unit or currency of the
United Kingdom (UK) and is known as Pound Sterling.
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poverty: concept implying
deprivation of well-being, denial of choices and
opportunities and the consequent violation of human
dignity/rights. It includes low income and inability to
acquire the basic goods and services necessary for
survival with dignity. It encompasses lack of access to

A multidimensional

health care and education, drinking water and sanitation,
adequate physical security and opportunity to better
one’s life. It denotes powerlessness and exclusion of
individuals, households and communities.
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poverty line: Minimum level of calorie intake or
consumption expenditure per person required to maintain
subsistence level. The Planning Commission of India has
been defining Poverty Line in terms of calorie intake of
2100 kilo calorie in urban areas and 2400 kilo calorie in
rural area per person per day.
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price: Amount of money paid per unit of a commodity.
For example, price per kg of tomato = Rs. 6 or price per
litre of petrol = Rs. 72, etc. In a free market economy,
price of a good is determined by forces of demand and
supply of the good. The price at which quantity
demanded and supplied of the good are equal is called
equilibrium price. (See also, Value)
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price ceiling

price effect
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price ceiling: Maximum price set under a price
policy/regulation or specific legislation to help low
income consumers /households and to ensure fair and
reasonable business practices. Price Ceiling is typically
below the equilibrium price and thus leads to excess
demand and a need for rationing. (See also, Price

Control)
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price control: Fixing minimum and/or maximum price
of certain products by the government.These are referred
to as price ceilings and price floors. If the pricing of
necessary items like sugar, rice, wheat, etc. is left to the
market; poor people would not be able to afford them at
the equilibrium price. Government therefore resorts to
price control through rationing of such commodities and
selling these through fair price shops for such consumers.
To ensure adequate return for the producers, the
government may also fix the price above the equilibrium
level. This is particularly used in case of agricultural
output-cereals.
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price discrimination: The practice of charging different
prices for the same product or service by a monopolist.
Price discrimination may be practiced in form of
charging different prices (i) from different individuals,
(i1) for different units/uses of the product (iii) in different
markets. The objective of price discrimination is to
maximise profits by using monopoly power.
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price effect: Change in quantity demanded of a good
due to change in its price, other factors remaining the
same. Price effect can be decomposed into substitution
effect and income effect. For goods which behave
according to law of demand price effect is negative.

(See also, Law of Demand, Substitution Effect, Income
Effect)
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price elasticity of demand

price index
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price elasticity of demand: Degree of responsiveness of
the change in quantity demanded of a good or a service
to a change in its price. It is measured as the ratio of the
percentage change in the quantity demanded to the
percentage change in the price, holding all other
determinants of demand constant. Following the law of
demand, price elasticity of demand is negative although
for most practical purposes its absolute value is
considered. (See also, Elasticity of Demand)
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price elasticity of supply: Price elasticity of supply is a
measure that shows the degree of responsiveness of the
change in quantity supplied of a good or a service to a
change in its price. It is measured as the ratio of the
percentage change in the quantity supplied to the
percentage change in the price, holding all other
determinants of supply such as availability of raw
materials, mobility of factors, prices of inputs constant.
(See also, Elasticity of Supply)
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price floor: Minimum price for a certain good or service
imposed by the government. Major examples of these are
minimum wages and supported agricultural prices. The
objective of setting a price floor in market is usually to
maintain the income of certain groups like farmers and
workers of unorganised sector. (See also, Minimum
Support Price)
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price index: An index that measures and facilitates
comparison of the prices of selected goods. Percentage
changes in the prices of different commodities are
different. It is difficult to calculate the percentage change
for every item, when the number of commodities is large.
A price index represents these changes by a single
numerical measure. There are different methods used for
calculating price index.
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price rigidity

primary source
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price rigidity: Market situation where sellers are not
able to change the price of product easily in response to
change in its demand. It is a characteristic of oligopoly
market.
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primary data: Data collected by conducting a statistical
enquiry or a field investigation. Primary data is based on
first-hand information and is collected by investigator.
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primary deficit: This is one part of government budget
deficits. Fiscal deficit is an excess of government
expenditure over revenues of government. Government
expenditure can be divided into government spending in
the current year as well as net interest payment on loans
or debt taken by the government in the past. Leaving
aside net interest paid on debt (interest paid less interest
received);if government expenditure exceeds government
revenue; then this is called a primary deficit.

Primary Deficit = Fiscal Deficit-net interest liabilities.

TTITieh TET: I8 TR SISie ©1ST 3T Ueh 9T 3| TSThiN T =1eT
TTHR I AT O I 2T by ARkl 81 TR 3 2T bt =T
¥ # foFT T SRR R qT e | AT T s W g S
TSl AT H sifel ST dehal 8| 300 ¥ IS g9 fHaet sa1 s1ernft
(SIS TAH-S2TST TTHA), 82T <, e e T =0 T e
T fere 2, I T8 Treifires wmer g

TTTHe 1eT = Hehel TSTehIS 2 HITeT— fHaet st aTfireat

d/b“/);u/l} &QL_LL,J?VQ KLJV&;L :/)G,: Zulj‘jlﬁ:l
JA ot A g EE ol il ol AL 5l (4T
P Gy UL LUt Pl oA G e U U

e S Pl Loy o pe Fe =t En
e bl st el e GATE R A
Ay CEN R

primary goods: Goods that are provided by nature in an
unprocessed form and are used for production or
consumption. These include crude oil, coal, iron-ore and
agricultural products like wheat or cotton.
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primary market: Market where new shares and stocks
(Initial Public Offer-IPO) are purchased or issued.
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primary sector: The sector of an economy which
produces goods by directly using natural resources. It is
called primary as it forms the base for all other products
subsequently produced. Most of the natural products
from agriculture and allied activities like dairy, fishing,
forestry, mining, and extraction of oil and gas are part of
the primary sector.
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primary source: Source of original data which are

collected, compiled and summarised on the basis of
first-hand information gathered during field studies.




private goods

privatisation
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private goods: Goods or services which are rival and
excludable in nature. If goods used by one person cannot
be available to others, they are rival. If the owner of a
good prevents other individual or firm from consuming
it, they are excludable. For example, food purchased by a
person.
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private income: Calculated by deducting factor income
earned by the government from national income. To this,
we need to add transfer payments made by the
government (e.g., old age pension) to the private
sector.National debt interest or interest paid by the
government on brrowings from the public is also
assumed to be a transfer from government to the private
sector. Apart from receiving transfers from the
government; private sector also receives transfers from
rest of the world, e.g. remittances received from relatives
staying abroad.

Private Income = Part of NNPrc which accrues to private
sector + national debt interest + current transfers from
government + current transfers from rest of the world.
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private sector: Part of the economy that is not run by the
Government. In a market economy, the private sector
encompasses most of the economic activity. For
example, individual farmers, private commercial banks,

private tele-communication companies, private airlines,
small grosser, etc.
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privatisation: Transfer of the ownership or management
of an asset or enterprise from Government to Private
sectors. Government companies can be converted into
private companies in two ways, either by withdrawal of
the government from ownership/management of public
sector companies or by outright sale of public sector
companies. (See also, Economic Reform)
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producer price index
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producer price index: Index number that measures
relative price changes from the producer’s perspective. It
uses only prices including taxes, trade margins and
transport costs. (See also, Index Number)
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producer’s/ firm’s equilibrium: A firm is in
equilibrium when it maximises its profit. The conditions
of producer’s equilibrium are: (i) marginal revenue is
equal to marginal cost, and (ii) rate of increase of
marginal reveue should be less then the rate of increase
in marginal cost.
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producers’ surplus: Excess of total revenue accruing to
producers over and above the minimum price at which

the producers are willing to offer the quantity demanded.
Diagrammatically it can be represented as given below.

IEUTEH-SATET:  AqH HiAd & FU, 8 o Searess A 1 18
AT 3 T AR 2, ICAEHT T ITH Fe S0 1 Aerarn fom o
w9 1 I8 3 TeRI a9Tia ST Hehdl 21
/g:/iﬁffd/yu’/(!%/?&/?;lgogfgé J%'/KJK’&
d;;'Zy/;:{u’léz)by,c".(‘JJ‘-‘/)/U(%’{’/J{JI&/UMK!,g:n/g
P e B b

production function

'S ™y

v A

2

2

o

>

o Corn X

L S

Production possibility frontier
product differentiation: Difference in brand or variety
of the same product sold by different firms. The products
are close substitutes of one another. Differentiation is
achieved by way of advertisement, colour, packaging etc
which gives the producer certain degree of monopoly
power in the market. It is an important feature of
monopolistic competition and oligopoly.
(See also, Monopolistic Competition, Oligopoly).
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production function: Relationship between output and
the factor inputs at a given state of technology. For a firm
with two factors of production, capital and labour,
production
relationship:
Q = f (K, L) where Q is output, K is capital, L is labour
and F is the function.
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can be represented as a functional




production possibility frontier

profit maximisation
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production possibility frontier (ppf)/ production
possibility curve: A curve/boundary on graph showing
the maximum possible combination of two goods that
can be produced given a nation’s resources. Movement
from one point to another point on this curve shows the
trade-off between the output of two goods and the
opportunity cost of producing more of one good.
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productivity: Amount of output produced by one unit of
a factor of production. Output can be increased either by
employing more of factor input or when factor input
becomes more productive. Suppose a farm is being
harvested, amount harvested (output) can increase either
when number of people working on farm increases (i.e.
an increase in employment) or when the person working
on farm gets a harvester machine. In the second case, the
worker is said to become more productive or productivity
of labour rises. Productivity may be measured as output

per unit of a perticular factor of production.
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profit: Excess of receipts over expenditure of a business
unit during any period. It is the surplus of Total Revenue
(TR) over Total Cost (TC) of production. Profit is
denoted by 7T .
I =TR-TC
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profit maximisation: Act of making as much profit as
possible by a business unit. Actions of firms are guided
by profit maximisation in a free market economy model.
Profit maximisation condition usually is reached where
the Marginal Revenue equals the Marginal Cost of the
firm.
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progressive tax

provident fund
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progressive tax: A tax in which the tax rate increases
with the increase in income or expenditure. With
increasing income, the rate of tax-liability also increases.
Expenditure tax can be made progressive by charging
higher rate for luxury items and lower for necessities.

An example of progressive tax is where income is
exempted from tax for the first Rs. 2 lakhs, and is taxed
at the rate of 10 per cent on the next Rs. 2 lakhs, 20
percent on the next Rs. 4 lakhs and 30 percent on the rest.
It aims to achieve an equitable distribution of income.
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property tax: A tax based on the value of property. This

tax is proportional to the value of the property. It is the
major source of revenue for local governments.
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proportional tax: Tax in which the tax rate remains
same for every increase in income or expenditure. The
rate of tax remains uniform without any exemption for

anyone. For example tax rate is 10% of income whether
that income is 1 lakh or 20 lakhs.
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protectionism: Policy to protect the domestic industries
from foreign competition. This is done by imposing
tariffs (a kind of tax which makes foreign goods
expensive) on foreign goods, allocating import quotas
and resorting to other trade regulations. Protectionism
obstructs free flow of goods and services internationally.
It is a departure from free trade. Protectionist policies
have been significantly reduced in most countries
through negotiations under GATT and WTO. (See also,
Free Trade, GATT, WTO)
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provident fund: A social security scheme and saving
inducing scheme in India. There are Provident Funds of
various types, e.g. Employee's Provident Fund (EPF),
Contributory Provident Fund (CPF) and Public Provident
Fund (PPF). The provident fund, involves a portion of
the employee's salary to be deducted and deposited in a
fixed deposit provident fund account. EPF is open to the
employees of both public as well as private sector. CPF
is a mandatory fund into which both employees and
employers of public and private sector undertakings and
enterprises have to contribute. PPF accounts can be




public distribution system

public goods

opened by any member of public including in the name
of a minor. This account can be opened in designated
Post Offices, State Bank of India and other Nationalised
Banks. In order to induce persons to save rebates on
income tax are offered as price.
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public distribution system: Government procuring food
grains and distributing them to certain category of
consumers at subsidised prices through fair price shops.
In India, under PDS, the food grains are procured by the
Food Corporation of India (FCI) are distributed among
the economically weaker section of the society through

government regulated fair price/ration shops. (See also,

Fair Price Shops)
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public expenditure: Expenditure incurred by the
government for its own maintenance as also for the
society and the economy as a whole. This is undertaken
to achieve a variety of goals, i.e. administration, social
and economic development, defence, justice, security,
growth, employment and provision of public goods, etc.
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public goods: Goods that are collectively consumed.
Consumption of these goods by one person does not
reduce the supply available for the other. People cannot
be prevented from consuming these goods. They are
supplied by government and are not charged. As opposed
to private goods, public goods are non-rival and non-
excludable in nature. Some examples of public goods are
street light, defence service, public parks, etc. Economic
theory argues that free market would provide lesser
supply of public good then is desriable.

T U TEC S AR T ¥ IO T S § g
FEAT % T ANk G IUANT L H gHU o6 foTg et gfd &
At T ST AT ST ST F ITEAT F KT TE S FHAT
ST TR g R AT STt § S S Hed el a1 gl i
et 5 P, EToTes e et st e s
Bt T AT e % T I 8| HSH T TR T,
&1 HATC, HTESIeh JaM geTa| ST fagTd & T8, U 0o
TSR & FraisT(eh st 3t it et afd & m anfh

Ku@/s&f"’;gﬁug&um/yg @122 salo 31
e LIS S s e L e
- dedFed Uil (U b el CFL U6
Sbsectag FBI Bt dnl s 2\ 31§15t




public health facilities

public sector enterprises/undertakings
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public health facilities: Pilysical provisions of health
care facilities to public by the government to enable them
live a long, healthy and productive life. These include
provision and improvement of the accessibility of health
care, family welfare and nutritional service with a special
focus on the underprivileged and vulnerable groups.
These facilities include availability of hospitals, doctors,
nurses and other para-medical professionals, beds,
equipment required in hospitals and developed
pharmaceutical products. It is important to make these
facilities accessible to all the people.
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public investment: Total investment expenditure of the
government. It is one of the components in the
measurement of Gross Domestic Product by expenditure
method. It includes all capital formation carried out by
the government such as investment made in building of
roads, hospitals, schools, etc. This may be given in gross
or net value depending on whether depreciation has been
subtracted or not.
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public provident fund: A social security measure
provided by the government where the subscribers,
together with the government, contribute a certain
amount at regular intervals. The saved amount is
withdrawn after a certain period. To encourage such
deposits, the contribution to fund is eligible for income
tax rebate (under section 80C) in India.
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public sector: The sector of economy owned, controlled
and run by the state and its agencies. Public sector
comprises of local, state and national governments,
government owned firms and autonomous corporate
organisations. For example, Indian railways, Air India,
Nationalised banks, SAIL, etc.
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public sector enterprises/undertakings: Autonomous




purchasing power

purchasing power parity (PPP)

corporate bodies created through an Act of parliament or
resolutions. The ownership of such enterprises vests in
the government. They are operated by government/
government appointed bodies, for example, SAIL,
BHEL, IOC, etc.
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purchasing power: Amount of real goods and services a
unit of money is able to buy. Purchasing power is the
reciprocal of prices. In case of an increase in price level,
the purchasing power of money goes down and vice
versa.
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purchasing power parity (PPP): This gives the
exchange rate between currencies such that the price of a
basket of goods is same in both the countries, when
measured in terms of any one currency. This can be
understood with an example of one commodity. Suppose
there are no restrictions of trade and transportation cost
are zero and a commodity pen costs 50 rupees in India
and 1 dollar in US. According to PPP, exchange rate (i.e
price of dollar in terms of rupees) will be 50. This means
that in India, I will have to pay 50 rupees for the pen and
in US T will have to pay 1 dollar but in order to buy 1
dollar, once again I will have to spend 50 rupees.

In other words, exchange rate is such that in terms of
rupees, the cost of pen is same in both the countries.

This example of a single commodity is generalised into
price levels in both countries so that according to PPP;
e=P/P*

Where e is nominal exchange rate;

P is price level in home country; P* is price level in
foreign country;

The theory of PPP is based on the assumption of zero
restrictions on trade and zero transportation costs. In
practice, PPP suffers from many limitations.

(See also, Nominal Exchange Rate, Price Index)
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relative price

total physical product (TPP)
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relative price: Price of a good/service expressed in
terms of another. For example, one pen is equal to three
pencils.
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total physical product (TPP): Total Physical Product is
the total output of a good which is produced by
employing different levels of factors of production. In the
short run with increase in variable factors increases at an
increasing rate, then increase at a decreasing rate and
finally falls. In the long run, when all factors of
production are variable; TPP increase initially at an
increasing rate with an increase in scale of production;
then increases at a constant rate and finally increases at a

diminishing rate. (See also, Short run, Long run, Law of
Variable Propotion, Returns to Scale)
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quantity theory of money

quartile
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quantity theory of money: A theory of demand for
money which postulates that people demand money on
basis of their nominal increase or money value of
incomes. The early versions of QTM were not theories of
money demand but simply showed equality between
total stock of money in the economy and money value of
transaction or income.

Thus, MV =PT or MV = PY where M = stock of money
V=Velocity of circulation

P = Price level

T = Transactions

Y = Output or income

If, V and Y are fixed, then QTM implies that a rise in
money supply would lead to a proportional increase in
the price level.

As a theory of money demand, QTM states that amount
of money an individual wishes to keep in proportionate
to his or her income.

If MV = PY, then M= KPY where K=1/V and money
demand is equal to KPY.
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quartile: Measures which divide the total set of values
into four equal parts, after arranging the values in
ascending or descending order. There are three quartiles.
The first quartile (Q1) or lower quartile has 25% of the
items of the distribution less than it and 75% of the items
are greater than it. The second quartile (Q2) or median
has 50% of items, below it and 50% of the observations
above it. Third quartile (Q3) or upper quartile has 75% of
the items of the distribution less than it and 25% of the
items above it.
The first, second and third quartiles are also refered to as
25th; 50th and 75th percentile respectively.
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quid pro quo
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quasi-rent: Additional income that is earned by a factor
of production in the short run over and above what it
would have earned, if its supply was perfectly elestic.
Quasi-rent emerges due to fixity of factors of production

in the short run.
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quid pro quo: Proportionate benefit in return of some
payment.
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quota: (i) a limit imposed on the quantity of the goods to
be imported or exported, for a given period of time.
Import quotas may be used to protect domestic
industries, maintain domestic price stability, etc. Export
quotas may be used to stabilise export earnings, to
regulate internal supply, etc. (ii) The amount of certain
commodities allocated to a particular person/organisation
which are in short supply, under the system of rationing.
For example, supply of kerosene, sugar, rice, etc under
the public distribution system.
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random numbers

rate of interest
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random numbers: A list of numbers between 0 and 1
constructed so that there is no relation between one
number and the next. These numbers used to draw
random samples are published in the form of books and
can also be generated by using appropriate software
packages. Random number tables can be used from any
page, any row or column or from any point.These are
available in 2 -digit, 3-digit and other formats.
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random sample: A subset of the entire possible data
about the variable being studied is called a sample. If a
sample is to be chosen so that each value has the same
chance of being selected in the sample as its frequency in
the population.If choosing of any one data in the sample
does not affect the chance of any other data being
choosen then the choosen sample is called a random
sample. The choosing of such a sample can be done by
many methods that include a lottery or using random
number tables or certain systematic methods.
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Rao,V.K.R.V.(1908 —1991): An Indian Economist who
pioneered the concepts and methods for
estimation of national income in India as
a member of the National Income
Committee in 1948. He founded the Delhi
School of Economics, Institute of
Economic Growth (Delhi) and Institute of

Social Change (Bengaluru).
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rate of interest: The percentage that is charged by the
lender for the use of mony for a definite period of time.
Normally the time period is one year. The rate of interest
expresses the preference of people for present income
over future income. For example, on 8 percent rate of
interest says that the lender obtains 8/100= 0.08 rupees
for each rupee lent for one year. It also means that the
borrower is willing to pay/return Rs. 108 after one year
for using Rs. 100 today.
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raw material

recession

&ﬁdvugi/cad_qtfﬂéK%Ll;ngédf:c. i
e QST 0 b 6f QuTosnr BuTo T e
£J}£e)é£dvuﬁ£ﬁ7’d}f‘adﬂ‘é/&;ﬂdg
S F 61 L U J o B8/ 100, sy
1108l PR L0 S Je16e 10087

-LL,C-" 2
raw material: Inputs that get transformed in the process
of production. They can be both primary and secondary.
For example, cotton is a raw material for manufacturing
cloth whereas cloth is a raw material for the textile
industry. They are completely used up in the process of
production unlike machines used for production.
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Real GDP: Value of goods and servises produced in an
economy in a given period in physical terms. For
example, if an economy produced 100 bags of rice in
year one and two, but price of rice doubled in year two;
in this case real GDP will be same in both years whereas
nominal GDP of year two will be twice that of GDP in
year one. Real GDP is used to show the change in GDP
after eliminating the price changes. It can be calculated
by deflating nominal GDP by a suitable price index. The
price index used for this purpose is usually the GDP
deflator. (See also, GDP Deflator)
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real income: Purchasing power of income, rather than
the money value of income. When prices rise, our
income can buy lesser number of goods and services.
This means a decline in real income. Real income can be
calculated from money income or nominal income by

dividing nominal income by price index.
(See also, Nominal Income, Price Index)
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recession: Overall decline in economic activity, mainly

observed by a slowdown in output and employment. It is
a phase of business cycle which succeeds a boom and
precedes a trough. Although it is a significant decline in
economic activity spread across the economy for more
than a few months, it is not as severe or prolonged as a
depression. A recession begins just after the economy
reaches a peak of activity and ends as the economy
reaches its trough. The slowdown is normally visible in
real GDP, real income, employment, and industrial
production and wholesale and retail sales.
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rectangular hyperbola

redistribution of income
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rectangular hyperbola: A two dimensional curve which
is asymptotic to both the axes (where asymptotic means
that it approaches but never touches the axes). The
equation takes the form xy = ¢ where c is a constant. For
economics, only the part in the first quadrant is generally
used. Here the curve is negatively sloped and convex
from below. In this part the elasticity of each variable
with respect to the other is unity. The demand curve is
called a rectangular hyperbola, when demand is unitary
elastic, i.e. ed = 1. The diagram below shows such a
demand curve. For any two points, p and q on the curve,
the areas of the two rectangles oy;px; and oyy qx, are the
same and are equal to ¢ (a constant). With such a demand
curve, consumer’s expenditures are always the same and
equal toc, irrespective of the point of consumption.
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Rectangular hyperbola
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redistribution of assets: Redistribution of assets such as

land from rich farmers to the poor through land reform
measures.

T I AT & T foReTT # Tt

ﬂ&uéﬂi =l &;4&%@ d/ujb"! :]ﬂ:J'JUjlf‘l
-L‘/(:yutug:}/LuﬁJ‘;uil/

redistribution of income: With a view to remove
inequalities in the distribution of wealth and to eliminate
the inherent conflict between rich and poor, the
government attempts to bring a fair and equitable
redistribution of income. Government adopts fiscal
operations such as heavier taxation on the richer classes
and exemption of the poor and economically backward
classes from the taxes. It confers special benefits to the
poorer sections by making provision of free health care,
education and other facilities. Fiscal instruments coupled
with growth and development in all sectors of economy




regional equality

regular salaried employee

can lead to redistribution of income. Another method of
forced redistribution of income is to raise the minimum
wages on the one side and enforce a ceiling of wages and
income on the other side.
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regional equality: Equal distribution of income and
employment between different geographical regions of a
country. To help address regional backwardness and
achieve regional equality, government provides subsidies,
tax allowances, infrastructure, and technical assistance,
etc to states. Sometimes, the International Organisations
also provide special aid to backward regions. Regional
equality is a relevant goal when national growth is not
being distributed equally across the regions.
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regional trading blocks: A group of countries who
agree to trade freely among themselves. Prominent
examples are the European Union (EU), North American
Free Trade Agreement (NAFTA), and Association of
South East Asian Nations (ASEAN).
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regional variation: Existence of socio-economic and
political imbalances across different regions in a country.
Socio-economic imbalances can be in terms of variation
in per capita income, literacy rates, infant mortality rates
or other socio-economic factors.
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regressive tax: Regress tax means a person with lower
income pays a higher proportion of his/her income as tax.
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regular salaried employee: An employee, who is paid
salary on a regular basis, be it weekly/fortnightly/
monthly. Regular employees usually enjoy some
protection and benefits such as health care, insurance,
retirement benefits, etc. Such employees are a very small
proportion of the people employed in India.
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rent
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regulated economy: An economy which is subject to
partial or complete intervention in the economic decision
making by the government bodies or its agencies.The
major forms of intervention include consumer protection,
creation of public enterprises in order to run industries
that are natural monopolies, and price controls and
subsidies and support prices.
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STIET U1 & § LR [T STET ST BT GAT S 2l 3
TEAET o T TUT H ST HLET0T, NTeHfeh THITRIHI et Sem
1 I & fore Tresife Suskat at fmior, smq i, werfeht
T Ewe Himd i 2
LU B A S Sl A e i S 28 il
LT E e bl ué/u_‘a 3;4:,15!,0{5@7. Ju;:“"f“l Juum
/’uig(J:@JJ'/’u?ﬁ.,@? L L eI UTEd et LS
U S e o

relative price: Price of a good expressed in terms of
price of another good, rather than in terms of money. For
example,price of one kilogram of wheat is Rs. 20 and
price of one kilogram of rice is Rs. 40. In this case price
of rice relative to wheat is two that is 40/20.
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remittance: A sum of money transferred to another

person, often by a migrant worker to his or her family.
For many countries, remittances are a major source of

income.
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renewable Natural eco-system based
resources that can be replaced or replenished by natural
processes or human action. Fish, forests, solar and wind
energy are renewable natural resources. Minerals and
fossil fuels are non-renewable natural resources because
they are regenerated on a geological, rather than human
time scale. Some aspects of the environment soil
quantity, assimilative capacity, water, ecological support
systems (flora and fauna) are called semi-renewable
because they are regenerated very slowly on a human
time scale.
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rent: Payment made for the use of factors whose supply
is fixed, e.g. land or building. Ricardo used this concept
in relation to the original and indestructible powers of
land. Modern economists extend this term for all factors
of production which are scarce in supply and earn more
than their transfer earnings and call it economic rent.
T/ feRtraT: U e, okt qfdd feer 2, % s & forg feram
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repo rate

resource extraction
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repo rate: Stands for repurchase obligation when
commercial banks want short term liquidity, they can
keep their securities with the central bank and get the
funds. However, they are obliged to buy back these
securities at a later date. The consequent rate of interest
charged by the central bank is called repo rate. Repo rate
is different from bank rate. (See also, Bank Rate and
Reverse Repo Rate)
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representative sample: A sample every
individual unit in the population has an equal chance of
being included in the sample. An estimate of the
population can be made on the basis of a representative
sample.
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Reserve Bank of India: India’s Central Bank. It was
established on 1st April, 1935 and nationalised in 1949.
The main objective of RBI is to frame and implement the
monetary policy for ensuring price stability with
sustainable growth and financial stability. RBI functions
as the monetary policy authority and regulator of money,
note-issuing authority, and banker to banks and the
government. Besides, it regulates and supervises banking
and non-banking financial institutions, foreign exchange
and government securities markets and overseas
payments and settlements systems.
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resource extraction: Practice of extracting natural
resources from mountains, forests, mines, rivers-beds to
be used as raw materials. Their impact on maintaining

ecological balance and environmental stability has to be
assessed before extracting the resources.
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resources

revaluation
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resources: Refers to natural and human inputs which
help in production. Resources may be natural or man
made. Natural resources can be renewable (solar energy,
forests, fisheries) or non-renewable (oil,minerals, coal,
etc). Man made resources can be in form of any
manufactured or processed material, e.g. machines, steel
etc. Human resources refers to contribution of human
beings to economic activity. This can be increased
through skills, education, etc. (See also, Factors of
Production, Human Resources)
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retailer: A business or person that sells goods to the
consumer directly, as opposed to a wholesaler who
normally sells the goods to the While
farmers/manufacturers supply goods to the wholesalers,
the wholesalers, in turn, supply goods to the retailers.
Purchase and sale of goods between consumers and
retailers is known as ‘retail trade’.
Manufacturer - Wholesaler - Retailer > Consumer
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retailer.
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returns to scale: Increase in output when all inputs are
increased in the same proportion in the long run. Returns
to scale can be increasing, decreasing and constant.
Suppose all inputs are increased by 10%, and the output
increases by more than 10%, it is called increasing
returns to scale; if output increases by less than 10%, it is
called diminishing returns to scale; if output increases
exactly by 10%, it is called constant returns to scale.
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revaluation: This refers to the increase in the price of a
currency in terms of another currency under the regime
of fixed exchange rates. For examples, if one dollar
equals 100 rupees initially and than the government
decides the value of rupee relative to dollar so that one
dollar equals only 50 rupees now. This change in
exchange rate is done through government policy since
the terms revaluation is used in the context of fixed
exchange rates. (See also, Appreciation of Exchange
Rate, Fixed Exchange Rate)
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revenue receipt
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revenue: Proceeds earned by a firm from the sale of its
output of goods and services in the market.
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revenue budget: Account of current receipts of the
government and the expenditure of the
government.
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revenue deficit/surplus: These terms refer to the
balance of receipts and paymnets in the current income
and expenditure account of the government. Excess of
government’s revenue receipts over revenue expenditure
is called revenue surplus and the reverse is called
revenue deficit.

revenue surplus = revenue receipts-revenue expenditure.
revenue deficit =revenue expenditure- revenue receipts.
When the government incurs a revenue deficit, it implies
that the government is dissaving and since a major part
of revenue expenditure is committed expenditure (e.g.
salaries of employees) that cannot be reduced, so the
government may need to reduce capital expenditure or

welfare expenditure.
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revenue expenditure: Expenditure incurred for the
normal running of government departments and for the
provisions of various services, interest payments on debt
incurred by the government, subsidies, etc. in a given
year. These expenditures do not result in creation of
physical or financial assets. However, all grants given to
state governments are treated as revenue expenditure
even though some of the grants may be for creation of
assets.
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revenue receipt: Refer to those receipts in the
government budget which affect the current incomes of
the government. Comprises of tax revenue and non-tax
revenue as recorded in the revenue (current) account of




reverse repo rate

Ricardo, D

the Government budget. Tax revenues consist of the
proceeds of taxes and other duties levied by the Union
Government. Non-tax revenue consists of all other
receipts which includes payments for
government supplied commodities and services, such as,
payments for postage, road tolls, interest on funds
borrowed, electricity, railway services, etc. This also
includes interest and dividends on investments made by
the government.
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reverse repo rate: This stand for the rate at which
commercial banks can put their surplus funds with the
central bank temporarily for short-term by buying the
securities from the central bank. (See also, Repo Rate)
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Ricardian equivalence: The view that financing of
government expenditure through taxation or through
borrowing has same impact on income and output
making debt financed government expenditure equivalent
to tax financed government expenditure. This idea is
based on views of 19th century economist David
Ricardo. When government increases spending today and
finances it through borrowing from the public, the
forward looking consumers know that the government

revenue

will impose taxes in the future to repay its debt.In this
way it makes no difference to a consumer concerned
about future whether the taxes have to be paid by them
today or in the future. As a result, people will save more
today which will offset dissaving by the government
(dissaving due to increase in government expenditure).
(See also, Ricardo, D.)
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Ricardo, D (1772-1823): David Ricardo was an English
Classical Economist. His important contributions
include, among others, Law of Comparative Advantage
in the field of international trade, Law of Diminishing
Returns, Labour Theory of Value and Theory of Rent.
His most famous work is Principles of Political Economy
and Taxation (1817).
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rich country

rural-urban migration
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rich country: Rich countries are usually defined
according to the criterion of average per capita income
developed by the World Bank for comparison between
countries. Countries with per capita income of Rs.
4,53,000 per annum and above are designated rich
countries. Countries with per capita income of Rs. 37,000
or less are called low income countries.
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Robbins, L. (Lord) (1898-1984): A British Economist,
Lionel Robbins, was educated at the London School of
Economics and began his career from teaching at his
alma-mater. His famous Essay on the Nature and
Significance of Economic Science (1935) separated
positive and normative economics and asserted that
economics was concerned with means and not ends. He
remained a strong opponent of Keynesianism in the
1930s and played a significant role in the development of
post-Keynesian macroeconomics. After 1950, he wrote a

series of elegant works on the history of economic
thought.
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royalty: Annual returns to the owners of patents,
Intellectual Property Rights (IPRs), and sub-soil
resources like minerals, to the owners of such patents,
IPRs and natural resources.
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rural-urban migration: Movement of people from rural
to urban areas with no clear intention to come back in a
short period. Migration may be temporary or permanent.
The purpose may be availability of better opportunities
for education, employment, living conditions, marriage,
etc. Migration can also be induced due to distress in rural
areas.
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subsistence

supply curve
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subsistence: Minimum amount of resources, including
food needed to survive.
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substitute good: A good is a substitute for another if it
can be used to satisfy the same want, or at least a similar
want. Two goods A and B are substitutes of each other if
an increase in the price of good A increases the demand
of good B. An increase (a decrease) in the price of a
substitute good shifts the demand curve for a product to
the right (left). This is known as cross price effect. A
good example of substitute goods is tea and coffee.
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substitution effect: Change in op.timal quantity of a
good when its price changes and the consumer's income
is adjusted so that she can just buy the bundle that she
was buying before the price change, is called substitution

effect.
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sunk costs: Costs that have been incurred and cannot be
recovered. For example, the cost of a factory with
specialised equipment that has no other use.
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super normal profit: Profit that is earned over and
above the normal profit, where 4g > 4C. It is a short run
phenomenon in a perfectly competitive market and is a
usual phenomenon in other market structures. (See also,
perfect competition)
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supply curve: Graphical representation of relationship
between the quantities supplied of a commodity at
different prices. The curve below shows the level of
output (plotted on the x-axis) that the firm/seller is
willing to offer corresponding to different values of the
market price (plotted on y-axis). It is normally an upward
sloping curve, showing that at higher level of price,
greater quantity is supplied.
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supply function

sustainable development
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supply function: Functional relationship between the
quantity of goods produced and its price, i.e. S = f (P).
afd wer: Ieifed RSl HI AET SR AR Fiwdl & o
FATCHe Heie, 3TUid, S = £ (P).
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supply schedule: A tabular representation of the various
quantities of a commodity supplied at different prices.
The graph of the supply schedule provides the supply
curve.
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surplus/deficit budget: A surplus budget where the
estimated revenues of the government are greater than
the estimated expenditures. A deficit budget where the
estimated expenditures of the government are greater
than the estimated revenues.
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survey: A method of collection of primary data
employed by an individual or organisation to obtain
relevant and useful information. For example, National
Sample Survey Organisation (NSSO) collects primary
data periodically on household consumption through
survey and publishes them. (See also, Primary Data,
NSSO).
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sustainable development: “Development that meets the
needs of the present without compromising the ability of
future generations to meet their own needs.” (United
Nations World Commission on Environment and
Development, 1987). Sustainable development includes
economic, environmental and social sustainability, which
can be achieved by rationally managing physical, natural
and human resources/capital.
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tariff

tax avoidance

Tt

tariff: Taxes imposed on imports and exports. They may
be levied on ad valorem basis i.e. as a certain percentage
of value of goods and services or on specific basis, i.e. as
certain amount per unit of goods and services. Tariffs are
non-discriminatory, when taxes on imports from all
countries are levied equally. Tariff preferences mean that
similar imports from different countries are taxed at
different rates. The objectives of imposing a tariff may
include reducing the over all level of imports, countering
the practice of dumping, reciprocating the restrictive
measures imposed by other countries, and protecting new
and key industries.
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tariff protection: Taxing foreign products to provide
from foreign
competition. As the foreign products become expensive,
the consumers turn to domestic suppliers, who get the
benefit of extra sales and higher prices. Tariff protection

is also imposed with the objective of reducing the total
import bill of the country.
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protection to domestic industries
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tax: A compulsory payment made by individuals or
firms to the government for which they receive no direct
benefit. It is a major source of revenue for the

government in order to meet its own expenditures as well
as to provide public services. Tax can be collected both

directly or indirectly. Taxes also are an4 instrument for
regulating private consumption and investment and
redistributing income and wealth.
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tax avoidance: Legal provisions provided by the
government to the tax payers to enable them to carefully
arrange their activities and business affairs to minimise
the tax liability. For example, an individual can reduce
his income tax burden by resorting to various savings
schemes like public provident fund, insurance premiums,
and contribution to relief funds, etc.
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tax base

tax multiplier
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tax base: The value or amount of a good, service or asset
that forms the basis for calculation of tax. For example,
taxable income of an individual constitutes the tax base
for the calculation of personal income tax. For an
economy as a whole, tax base refers to the sum total of
the value of all incomes, assets, goods and services
where taxation is permitted as per rules.
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tax burden: Total amount of tax paid by individuals/
firms/organisations. Tax burden depends on factors like
income level, tax rates and rules concerning taxation.
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tax evasion: Consists of deliberately making inaccurate
statement of income and other tax liabilities, so as to pay
less tax than is required. Tax evasion is illegal. It is
different from tax avoidance.
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tax impact: The amount of tax that an individual or firm
is required to pay according to its present tax base and
the tax rates and rules applicable at that time. It is the
initial burden of the tax and the tax paid by the agent.
Firms and Individuals may be able to alter the impact in

certain cases. (See also, Tax Incidence)
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tax incidence: Final burden of a tax. The incidence of a
tax falls upon those economic units (individual/firms/
organisations) which finally bear the money burden
inherent in such tax after the process of tax shifting is
complete.
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tax multiplier: Measures the multiple times by which
the income changes in response to a change in tax. Tax
multiplier is negative in effect. A tax cut raises the
incomes by a multiple of the cut and vice versa. A cut in
taxes first increases disposable income (Y-T). This shifts
the aggregate expenditure upwards in
proportion to the marginal propensity to consume (mpc).

schedule

For a lump sum tax T the value of the tax multiplier is
% where C is the MPC. If the mpc is 0.8, the value
multiplier is - 4, i.e. an increase in tax of Rs.l shall
ultimately cause a fall income of Rs.4.
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tax reforms

token money
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tax reforms: Changes in tax rates, exemptions, penalties
and collection mechanism undertaken to reduce multiple
rates of taxes, administrative costs, tax evasion and to
rationalise various exemptions, rebates and provisions of
tax avoidance and to simplify the tax system and make it
more efficient.

T GUT: F HT TG T, TR AT =T F-= H FH
0 qoT Tl wer bt g2, -Famdi qorm Sh-afEr o Srererm
I FfETd T % T Fal, T2, UL qAT FL-HIE Jomedt H
foRT 7T ftardie Tfeh T STt EXetieha de 31T srigere 2l

L SCumzz Lw@”’dl,«?ui’ ui}ﬁJJg:obWIJ?
I Ol S E S et 0B
/Jnuftgéééé_ﬂ&ogﬁyu:gw}u%,ng;ﬂ

-Ji&/&lg/;!ul/@f

tax revenue: Yield from a particular tax or the tax
system as a whole. The amount of revenue depends on
the tax base, the tax rates and the extent of compliance
with tax rules.
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tax shifting: Process through which the burden (impact)
of indirect tax is shifted to the final tax payer (incidence).
This may happen due to the operation of demand and
supply in the market or may be a delibrate action of firms
or individuals.
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terms of trade: Ratio of an index of a country’s export
prices to an index of its import prices. A high ratio shows
that prices of exported goods are rising faster than the
prices of imported goods. This means that earnings from
exports rise faster than the expenditure on exports. It
benefits an economy, because it enables the country to
pay for more imports by selling a small amount of
exports. If ratio is low, the country needs to export more
to buy the same amount of imports. Terms of trade can
also be defined across sectors of the economy. An
example is the agriculture-industry terms of trade.

(See also, Price Index)
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time deposits: Consists of money deposited in a bank for

a specified fixed time duration and cannot be withdrawn
earlier.
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token money: Anything accepted as money, not because
of its intrinsic value, but because of the guarantee
provided by the issuing authority. Bank notes are token
money; gold coins are not. This is also called fiat money
(See also , Fiat Money)




total cost

trade cycle (business cycle)
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total cost: Expenditure on both, fixed as well as variable
factors of production.
7C = TFC + TVC (See also, Fixed Cost, Variable Cost)
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Total cost, total variable cost, total fixed cost
et FTTA: ICATE o TEo T T Shiehi T fohalT TR =)
TC=TFC+TVC
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TC=TFC+TVC

total physical product: The quantity of product

produced at each level of employment of the variable

input, e.g. labour. (See also, law of variable proportions).
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trade: Exchange of goods, services or assets between
two or more economic agents. If it involves sale and
purchase of goods and services within the boundary of a

country, it is called internal trade. If it involves export

and import of commodities and services, it is known as
international trade. Financial market transaction
involving sale and purchase of shares and bonds is also
referred to as trade.
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trade cycle (business cycle): Refers to fluctuations in
economic activity, i.e. fluctuation in output, income
employment, price level. The phases of trade cycle are
recovery, boom, recession, and depression. In the phase
of boom (prosperity), there is high employment and high
level of productive activity. The essence of depression is
low level of production, low price level and widespread
unemployment. The phase of recovery is marked by
rising prices and prosperity. Recession and depression
are marked by falling prices. (See also, Recession,
Depression)
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trade off

trade union
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trade off: Involves giving up one commodity in order to
gain more of another commodity. This happens due to
scarcity of resources. For example, same land can be

used to grow wheat or to set up an industry producing
tyres. This implies a trade off between wheat and tyres.
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trade policy: Policies related to imports and exports.
Trade policies include policies regarding import quotas,
import duties and export subsidies are influenced by

negotiations between governments through World Trade
Organisation (WTO), regional trade organisations (for
eg. ASEAN, European Union), etc. Trade policies are
subject to agreements reached through bilateral or
multilateral fora. (See also, Tariff)
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trade restriction (qualitative & quantitative): Laws,
institutions or practices which place limits on trade
between countries.
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trade union: Association of employees or workers
formed for the purpose of collective bargaining with the
employers over wages, working hours, service conditions
and job security. The objective of unions is to safeguard
the welfare of their members. These unions may also
provide social facilities to their members such as credit
and engage in agitations to promote their members’
interests.
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transaction cost

treasury bill
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transaction cost: Cost incurred in the course of business
dealings between two individuals or organisations. This
cost is over and above the price of the commodity traded.
These may be in form of running costs of an economic
system or any other type of exchange or other economic
transactions.
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transaction demand for money: One of the principal
motives for holding money. It represents the demand for
money by an individual in a given period of time in order
to buy goods and services. This is fraction of money
value of transaction or money value of income. This can
be represented as M =kT or My;=kY where T focuses
on role of money as a medium of exchange and k is a
positive fraction.
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transfer earning: Minimum amount which a factor of
production has to be paid to retain it in the present use,
i.e., to prevent it from being transferred to an alternative
use.This is close to the amount of payment that the factor
will receive in its next best use.
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transfer payment: Unilateral payment to houscholds,
enterprises and non-profit institutions, without any
participation in current economic activity. These are
often the governmental grants. For example, pensions,
unemployment allowance, scholarship of students, relief
payments, etc. Transfer payments are not included while
calculating national income.
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treasury bill: The main instrument of short term
borrowing by the Government. Treasury Bills bear no
formal interest, but are issued at a discount on their
redemption price with a promise to pay in 91 days, 182
days and 364 days. They are regarded as a highly liquid
financial asset by banks and other financial institutions.
These are negotiable securities and can be re-discounted
with the bank at any time even before maturity.
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trickle down theory

turn over
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trickle down theory: A theory of economic

development asserting that prosperity gradually comes to
the most deprived members of society. Accumulation of
wealth by the rich eventually results in the improvement
of the life quality of poor. This theory is generally
applied to developed countries in which the richer
members of society, through their spending, raise the real
incomes of the poor. The extent of trickle down is
measured by an increase in the real incomes of the poor,
rather than by removal of all income inequality.
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triffin paradox: Dilemma faced by a national currency
serving as a reserve currency of the world. This dilemma
was noticed by an American Economist named Robert
Triffin in case of US dollar which served as international
reserve currency in the 1960s. The dilemma lies in the
fact that there is a conflict between the domestic

functions and international functions of such a currency.
A country whose currency is used as international reserve

currency has to keep a high level of trade deficit to
supply enough currency to the international markets as
reserve. But having a high deficit leads to loss of its
value and credibility. This causes a crisis of confidence
in the reserve currency. Thus, the two functions are
mutually conflicting. This happened with US dollar
under the Bretton Woods System till 1971 after which
the fixed exchange rate system had to be given up
leading to loss of credibility of the US dollar.
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turn over: Total sales of a business unit during a given
period, which includes both cash and credit sales.
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UNCED

unintended accumulation of inventories
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UNCED: The United Nations Conference on
Environment and Development (UNCED) was held in
Rio de Janeiro from 3 June to 14 June in 1992. It is also
known as the Rio Summit, the Rio Conference or the
Earth Summit. The Conference resulted in three major
agreements, also called the Rio
Conventions the Framework Convention on Climate
Change, which later led to the Kyoto Protocol. It
includes the Convention to combat desertification, and
the Convention on bio-diversity.
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UNCTAD: The United Nations Conference on Trade
and Development (UNCTAD), established in 1964 to
represent and promote the interersts of less developed
countries (LDCs).The UNCTAD negotiates for increased
and favourable trade and investment regime for the

LDCs.
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under valued currency: If exchange rate of rupee is
defined as numbers of rupees which need to be paid for a
dollar, then under-valution of exchange rate implies that
we need to pay more rupees compared to market rate or
equilibrium rate. For example, if equilibrium exchange
rate between rupee and dollar is Rs. 50 per dollar and the
official exchange rate is Rs. 55 per dollar, the rupee is an
under valued currency.
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undistributed profit: The part ' of profits éarned by
private and government owned firms which are not
distributed among the shareholders. Undistributed profits
are usually re-invested in business, mainly in buying
physical equipment and acquiring other companies.
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unintended accumulation of inventories: The stock of
unsold finished, semi-finished goods or raw materials
which a firm is forced to carry from one year to another
as a consequence of changes in demand for the firms
commodities. This is different from the stock which a
firm may decide to keep voluntarily.
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unit elasticity

unit tax
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unit elasticity: Percentage change in dependent variable
is equal to percentage change in independent variable.
For example, if percentage change quantity demanded of
a good is equal to the percentage change in its price, i.e.
[ed| =1, then price elasticity of demand is equal to one.
The demand curve takes a particular shape called
rectangular hyperbola. It is a curve, which extends
towards the x-axis and y-axis, without touching them.
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Unitary elastic demand
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unit of account: One of the functions of money. The
value of all goods and services can be expressed in
monetary units. When we say that the price of a wrist
watch is Rs.500, we mean that the wrist watch can be
exchanged for 500 units of money, where a unit of
money is rupee in this case.
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A tax that the government imposes per unit

unit tax:
sale of output. Suppose that the unit tax imposed by the
government is rupees two. Then, if the firm produces and
sells 10 units of the good, the total tax that the firm must
pay to the government is 10 * Rs.2 = Rs.20. In the fiqure,
where S° is the supply curve of a firm before a unit tax is
imposed. After a unit tax of Rs. 't' is imposed the supply
curve of the firm, S' represents the supply curve of the

firms.
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Per unit tax on output
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Unit Trust of India (UTT)

utility function

Unit Trust of India (UTI): A Trust set up to extend
facilities of investment in equity capital of companies by
small investors in the middle income groups of the
community. Set up in 1963, with initial capital of Rupees
five crores subscribed fully by Reserve Bank of India,
Life Insurance Corporation, the State Bank of India and
the scheduled banks and other financial institutions, it
mobilises public savings by selling their units (shares) to
the public and invests these savings in corporate
securities.
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univariate distribution: The frequency distribution of a
single variable is called a univariate distribution, for
example, frequency distribution of marks in mathematics

of 100 students, where distribution of a single variable
‘marks of students’ is being considered.
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universe: Totality of items under study. Universe is also
called population in statistics. The universe or population
is a group to which the results of the study are intended
to apply. It consists of all the individuals/items that
possess certain characteristics or a set of characteristics,
according to the purpose of the survey. For example, if

the purpose is to study the economic condition of
agricultural labourers in a particular district, the universe
here is all agricultural labourers of that district.
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urbanisation: Process of growth of towns and cities due
to industrialisation, proximity to market and provision of
public utilities. Degree of urbanisation is shown as a
percentage by a ratio of urban population to total
population.
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utility: Satisfaction derived from the consumption of any
good or service. (See also, Cardinal and Ordinal Utility).
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utility function: Relationship between consumption of
quantities of goods and the utility derived from them.
The utility function assigns a number to each and every
available bundle of goods in a way such that, between
any two bundles, if one is preferred to the other, the
preferred bundle is assigned a higher number. If the
consumer is indifferent between the bundles, they are
assigned the same number. The utility function is
generally expressed in the form of u=f (xy, X5, X3,X4,X5...)




value added method

variable cost

where u is utility and x;, X,, X3, X4, X5... are bundles of
goods.

FULIAT i g3t 1 ST Y T8 7 SR T W B
Tt ITAAT o i< T Faier| IANTAT et LT oh Tedoh HE
T T 3 30 TR i i & o et 31 el & o, afe o
HHE O § FAfyeh e foham S € | ude fohe 7T weE i st
3 faam Swar 21 Afe Ikt ST &Rl o o= ey @ a1 i &l
U & 37 e QT /1 ST S i e (u=f (x, xo,
X3, X4, X5 ...) % &9 H e oA ST & S&T u ST 8 31 x1,
X2, X3, X4, xsa@e,ﬁéswgél

L ot Poe win S pL i S5 6
FL RGO AN b okl S22 S22
Li;é]]ngd} é}'/,:c/m(di‘a L u{:)&wé u)};‘/.»/i’/ <
i el G5 e Ao W RE Al U
;u:f(x1,xz,x3,x4,x5,...)/.:/frlc/f&;w,fé_lgg;ﬁ}dbg

_Ur LB X X3, xe X sl s b W Ul e b L6
value added method: One of the methods of measuring
national income. Value added method measures the
contribution to the total value of the product at each stage
of production of a producing enterprise. It avoids the
problem of double counting. For example, if a cloth
manufacturer buys cotton for Rs.50 and sells cloth for
Rs.120, then value added by cotton producer = Rs.50
cotton producer does not pay anything for ---firm =
120-50 = 70 and total value added = VA cotton +VA
cloth =120. It is also known as Product Method, or Net
Output Method.

Value added = Total value of output-Intermediate
consumption

T afeia fafer: aedhr st ot omr o et 5 @ o ot qe
aftfa fafer ferelt aq o ScuTedt 1 % Wedsh ST H IS o T
e H FNTEH <hT TUMT T 81 SHH STed) TORT 2l SHe & SHRT
firerar 21 e & fow afe weh wuer eaew 50 % HuE
e &, TT 120 %. 3T FHULT FHIH ST 7, T IeaTaeh gRT foham
T {4 (120-50 = 70) 70 & & U1 F Hed — TEiT = FHad
F e + FUS o T H g Fb = 50 +70 =120 F.

T T = ITTE T et Hod— HeAae| ST

SHAT— e 3PP SQTBE K3 P
= Ul-e 31.7 JJ’@ Jqu:,ﬁfdﬂu%/’k/ﬁLm%
ng_,/sow,L/CL;! {/@5_9G@Jggéug/@d/@é%/;;
Ll Lo e ess fl A 6 s120.m1e by A s

Lgll//u.?}JL’;"f‘.Jﬁ:'a}ﬂi&%)ﬂouLg?gySOLg/ﬁw?.l{./}

2 2120085.38120-50 = T0_csse Ssesdons iz
value added tax (VAT): A tax applied on value added at
each point of sale of goods or services from production to
final consumption. It is an indirect tax.
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variable: A character/item whose value changes from
time to time and object to object. For example, the
quantity of a good demanded will vary according to its
price. Variables are normally represented by the letters
X, Y and Z and they differ on the basis of a specific
criterion. They are broadly classified into continuous and
discrete,variables.
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variable cost: Expenditure on variable factors of
production as output varies, for example, the wages of
casual labour. (See also, Total Variable Cost).

-~ ~

Y & VG

Variable Cost

o]
v

Cutput

Variable cost




variance

wages
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variance: A measure of the degree of dispersion of a
series of numbers around their mean (average). The
larger, the variance, the greater the spread of the series
around its mean. The formula is as follows:

. Lo
Variance =0’ ==Y (x, —x)’
n I
it

Where Y
n is the number of items in the series.
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is the mean, X; the value of the ;# item and
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velocity of circulation of money: Number of times a
unit of money changes hands during a given period. It
denotes the speed at which a given sum of money
circulates in the economy. The velocity of circulation is
related to the demand for money; if people hold more
cash, money circulates slowly. According to economist
Fisher, the velocity of circulation is calculated by
dividing the value of goods and services transacted by
money supply:
V =PT/M
where, V = velocity of circulation
P = general price level
T = level of transaction
M = money flow
V = PT/M
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V=PT/M

(/G/J/Jgj:j )Velocity of Circulation = Vlz
(5(&&1)}..‘3 )General Price level = P

(i/J ¢/ ;ﬂ)Level of Transaction =T
(34,2 )Money flow =M
vulnerable groups: groups of people or sections of
society/community prone to poverty, marginalisation and
all forms of exploitation. For example, children, women,
elderly, malnourished, sick, and backward sections of the
society are considered vulnerable.
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wages: Payments to workers for supplying their services
for a particular period of time or for producing a definite

amount of output. Wages are usually paid daily, weekly
or yearly in cash or kind. Wages can be nominal or real.




waste management

welfare state

Nominal or money wages refer to the amount of wages
measured in terms of money. Real wages, on the other
hand, refer to the amount of necessaries, comforts and
luxuries, which the worker can acquire with these wages.
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management: Collection, processing and
effective disposal of waste material. Wastes are the
inevitable by-product of economic activity. The process
is undertaken to reduce their hazardous impact on health
and environment.
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wealth tax: A tax levied on net wealth. It is normally
levied at regular intervals (usually one year) on the net
assets of individuals. The taxable wealth is estimated as
the initial wealth plus appreciation and addition to it

during the year under consideration.

Frafw &t Fad i W e T ) 98 At e
ufeafrt w i siate @@ T ad) ) aET S )
T AT TR BT STIAT foremrelie o o S e gt o
TEH T3 gfG T SIS T ST 2

a//‘i‘/‘:ujL"lJGL;I}l/’u}”’\cﬁJgﬂbi/v&;}udl} :Jg:/j»
g;fjug}l?iﬁl}lj’gi‘abkﬁbéé(dbu‘ggzﬁrb)u&
S L1ty Il S S E et b Lo

waste
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wear and tear: A form of depreciation which is assumed
to occur when an item is used. It denotes damage that
occurs naturally and inevitably as a result of normal wear
or ageing.
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weighted arithmetic mean: Arithmetic Mean when
weights are assigned to various items according to their
importance. The weighted arithmetic mean is given by —
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welfare economics: The branch of economics that deals

with the allocation of resources to maximise social
welfare. ( See also, Pareto optimality)
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welfare state: A state whose objective is to ensure a
minimum standard of living and better quality of life to

all its citizens by providing facilities such as food,
clothing, housing, education, medical services, etc.
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white revolution

World Trade Organisation (WTO)
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white revolution: Increased production of milk on a
large-scale that resulted in making India the largest
producer of milk and milk products. White Revolution
was the outcome of Operation Flood Programme started
by National Dairy Development Board (NDDB) in 1970
with the objective of creating a nation-wide milk grid.
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wholesale price index (WPI): Percentage change in
weighted average price level. It indicates change in
general price level for a selected group of basic
commodities. The commodity weights in the WPI are
determined by the number of commodities, value of
domestic production and the value of imports during the
base year. It is available on a weekly basis in India.
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workforce: That part of population which is employed.
Workforce is different from labour force where labour
force include both who are working and those who are

willing to work.
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working capital: Funds available to provide short term
requirements of a firm, mainly for raw materials, rent,
wages and such other operating expenses.
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World Bank: World Bank or International Bank for
and Development (IBRD) 1is an
international financial institution. This was formed in
1944 and acts as an international lending intstitution. It
provides funds and technical advice to borrowers in
developing countries and gives aid to less developed
countries. In recent years, it has concentrated on lending
for infrastructure development in the area of education,
health, irrigation and telecommunication.
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World Trade Organisation (WTO): An international
body to supervise, promote and regulate international
trade. It was set-up in 1995 and is based in Geneva.
WTO is charged with development of multilateral trading
system to encourage world trade. WTO is financed by
contributions from its member states based on their

Reconstruction
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zero cost

shares of international trade.
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yield: (i) Refers to return on an asset as a percentage of
the initial cost of the asset. For example, if I buy bond
worth Rs.100 and receive interest payment of Rs.20 per
annum then yield of this asset (bond) is 20 percent. (ii)
In agriculture the term yield refers to the output of crops
produced on a piece of land in a particular period of time.
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zamindari system: A system of land management and
collection of taxes from peasants by landlords appointed
by the government. Zamindars were the landlords in
Colonial India. The zamindari system was a way to
ensure that taxes were collected from peasants and then
handed over to the British authorities. The zamindari
system resulted in exploitation of peasants and was
abolished in India soon after independence through
Zamindari Abolition Acts.
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zero based budgeting: Zero based budgeting is a
technique for preparation of budget. It involves fresh
evaluation and justification of every item of expenditure
as if it were a new item. The technique presumes that
zero expenditure is needed on a project at the time of
review, even if the project is in existence for a long time
and may even have involved some expenditure. The
objective is to justify expenditure on an activity or
project as a whole in the light of objectives set for it and
save on budgetary resources.
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zero cost: A simple case of monopoly, where cost is
assumed to be zero. Since total cost (TC) is zero, profit is
maximum when TR is maximum (as profit = TR-TC and
here, TC = 0). The monopolist’s profit is maximised at
that level of output for which the total revenue is the
maximum.
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zero cost 163 Zero cost

r A i e el ST AT 2l
Ny S Ree N 1)
:«J/JLMD}EJLD)LJLTRéJILL)‘(TC)&?,@Z,-LL
TC = OUlg s/ TR-TC = B s U e bioslje ol S
Kjuutﬂm;g);upﬁg/‘){uw/’i/w‘f(cy?_aﬁ)m%-;_
b

Price, TR, AR, MR

><“

Short run equilibrium of monopolist
with zero costs
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RTE Act, 2009

Now, Each and Every Child (6-14 years)

Whoever They Are! (non-enrolled? or drop-out?)
Wherever They Are! (in the street? or of the street?)

Whatever They May Be Doing! (suppotting parents, roaming unattended)
Have A Right to Schooling and 1 earning!

— Pushpa Mandal

i i T o T T W W W

WE CAN!

Good teaching can’t happen without student learning, (so)
Make them learn!
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For further enquiries, please visit www.ncert.nic.in or contact the Business Managers at the
addresses of the regional centres given on the copyright page.
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