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CSAT

FOUNDATION COURSE

* 60 Interactive Teaching Hours

* Comprehensive coverage of entire Syllabus
* Well-structured and planned topic sequence.
* Personalized Mentorship

* Regular Quizzes and practice sets

* Well-designed Study Material

COACH UP IAS - YOUR SELECTION IS OUR BUSINESS
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CLASSES

SAMARPAN

12 MONTHS WEEKEND BATCH FOR PRELIMS & MAINS

KEY FEATURES

* NCERT + Complete GS (Pre + Mains)
* CSAT
* Test Series
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AARAMBH

3 YEARS INTEGRATED IAS/PCS FOUNDATION COURSE

KEY FEATURES

* NCERT + Complete GS (Pre + Mains)
* Optional

e CSAT

» Test Series + Mock Interview

COACH UP IAS - YOUR SELECTION IS OUR BUSINESS
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AAVEG

14 MONTHS REGULAR FOUNDATION COURSE FOR IAS/PCS

KEY FEATURES

e Complete G S (Pre + Mains)
« Optional

* Essay Writing

* Interview
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AAROHAN

20 MONTHS REGULAR FOUNDATION COURSE FOR IAS/PCS

KEY FEATURES

* NCERT + Complete GS (Pre + Mains)
¢ Optional

* CSAT

» Test Series + Mock Interview

COACH UP IAS - YOUR SELECTION IS OUR BUSINESS

[IAS |
COACH Upe LIVE
F C S - J
FOUNDATION

FOR 15 MONTHS (PCS-J, HJS, APO)

. LAW
* GK

COACH UP IAS - YOUR SELECTION IS OUR BUSINESS

B1, 18, Puraniya Chauraha, near Mahalaxmi Sweet House, Sector H, Sector-A, Aliganj, Lucknow
8318-600-261 / 800-980-3231 45
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Diagnosis of candidates based
on background, level of
preparation and task
completed.

Customized solution based on
Diagnosis.

One to One Mentorship.
Personalized schedule
planning.

Regular Progress tracking.

One to One classes for Needed
subjects along with online
access of all the subjects.

Topic wise Notes Making
sessions.

One Pager (1 Topic 1 page)
Notes session.

PYQ (Previous year questions)
Drafting session.

Thematic charts Making
session.

Answer-writing Guidance
Program.

MOCK Test with
comprehensive & swift

assessment & feedback.

THE COACH
1: 1 MENTORSHIP BEYOND THE CLASSES

Ashutosh Srivastava
(B.E., MBA, Gold Medalist)

Mentored 250+ Successful Aspirants
over a period of 12+ years for Civil
Services & Judicial Services Exams
at both the Centre and state levels.
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R
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Manish Shukla
Mentored 100+ Successful
Aspirants over aperiod of 9+
yearsfor Civil Services Exams at
both the Centre and state levels,
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CHAPTER 1
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LABOUR

Small Farmer,
Medium Farmer
Large Famer,

Manufacturing Units

Labourer(Landless) Pot Making
( \ Non-Farming
Land Activities
Distribution Services
-Teaching
-Doctors
F:ctor | The Story of " ) | Multiple Cropping ‘
o _ | Village Palampur [—— M@ming = —_—
Production L 9 P J Activities
— Capital
Physical Human Requirements Modetl

Capital

Capital

Labour i

Methods
) / Irrigati
Working Save Money Brorrow _rl:r;gm |Son
s Money HYV Seeds,
. . ili -Canals
Fertilizers, 5 :
Pesticides, ‘ -Fump sets
Large and ‘ Farm Machinery
Medium Small Farmers
Farmers Landless Labourers
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Requirements for production of

goods and services

> U STraweRar & i, T 1T e T S S, ST, wis
> E{ STAYIHAT € 2, FTH FH F el A —> (ARG 710) Rrfera A i st
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> =eft ST & B Sl (Ieftan) (A St e foReT St o T, iRt ST qErareTt & Hifieh god i e 2]
[ Factors of Production (Factor Inputs) ]
Factors of Production are the inputs available
to supply goods and services in an economy.
A
Natural resources The human input into
available for the Production process
production
T >
ntrepreneurs organise - Goods used in the
Ef:ct.:’r‘sd o:. :;o:;::cs:lon Ca pltal p::dpsz:::"::"h
v
TS e T o &1 hT A
Land + Extracted
= Land — et — ?97 | Farm+Crops | Rent
Resources ————
@ Labour — Physical + Mental Input |— ';‘ Workforce Wages
\ Capital — Fixed + Working Capital — 1‘ } Machinery Interest
m Entrepreneurshipt— Organisation of Factors — h * Manager Profit
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= Manufacturing

Secondary/Industrial Sector Electricity, Gas and Water supply
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CHAPTER 2
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N ¥, 5 CONSUMER PROTECTION CONSUMER PROTECTION
o e geren el s ACT 1986 entededi ACT 2019

FET F ML F 99 Central Consumer
» ® No separate regulator Regulator Protection Authority
EHAERISIGIN] (CCPA) to be formed

Complaint could be filed Complaint can be filed
| ST STl b in a consumer court in a consumer court
R | where the seller’s where the complainant
g g H o SUHRAT (defendant) office is located resides or works
fRreTat 1 wfera BT o
NoO provision. Consumer Product Consumer can seek com-
Ia 8 JEr rfufEe could approach a civil court liabilit pensation for harm caused
but not consumer court y by a product or service
qaeE gERr & W

k2l District: up to 220 lakh

osfl ¥ 8 A H HaE H State: 220 lakh to z1 cr
National: above 1 cr
HehdT 2

District: up to 21 cr
State: 21 crtoz10cr
National: Above 210 cr

Pecuniary

jurisdiction

70 sfufEm i Tk g No prevision All rules of direct selling
foQwar g ? 5 soe extended to e-commerce

. o Mediat |
. o iation Court can refer settlement
Hift wwamEtr § fop No legal provision <> through mediation
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PRE-
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ECONOMY
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Economic Policies of

Colonial Govt.

— Promoted Economic interests of British Govt.

No development in Indian Economy

— Converted India into supplier of raw materials

— India --> Big market for finished goods from British

— Never estimated our National and Per Capita Income

[ India before colonial rule 1

— Independent economy

—| Main Source: Agriculture

— World Famous for Handicrafts

Reason: High Quality Material and Craftsmanship

—T

Best Example: Textile industry in Bengal
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CAUSES FOR STAGNATION OF INDIAN
AGRICULTURE DURING COLONIAL PERIOD

1. Land Revenue 2. Forced Commercialisation 3. Partition of
System of Agriculture Country

i i Commercialisation of Agriculture 1. Food crisis in India
Zamindari System g 2 Ns kot trodudia
areas of west Punjab
and Sindh went to
Pakistan
» Production of crops for sale in market

» Production not for self-consumption
» Cultivation of Commercial crop (Le. Indigo)
» Occurance of Famines

y

Less self consumption
and larger part of produce
for market sale

Downfall of Agricultural Sector

—1 Agrarian Economy

Reached Stagnation | Reason: Land Settlements @ Zamindari system

Low Productivity

—{ Significant growth and increase in area under cultivation

—{ Low technology and lack of irrigation facilities

—| Cash Crops --> Commercialisation |

Impact on Jute Industry

—| Partition of India and Pakistan

[ Lack of Raw Material --> Jute industry declined
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Industrial Sector

— No development

— Handicraft industries declined

— Complete de-industrialisation

| Positive turn to British --> India targeted as a market for finished goods

—{ Massive Unemployment

— 2nd half of 19th century - New Cotton and Jute Industries

! Iron and Steel Industries @ 20th Century | GDP Contribution --> Very Less

—1 Main defect - Limited Operations of Public Sector




ﬁ%ﬂ g Suez Canal completed in 1869
British involvement in Middle East and India increases
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—{ Ancient times : Important Trading Centre

— British Policies --> Negative impact

—1 India --> Exporter of primary goods like raw silk, cotton

! India --> Importer of finished goods like woolen clothes, light machinery

—{ Suez Canal --> India's foreign trade restricted by British

Surplus @ Huge Costs

—| Generation of large export surplus Did not result in any flow of gold or

silver into India

1 Total economic drain
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First Census @ 1881

Unevenness in population growth

before and after 1921 - Changes

Social development indicators - not upto the mark

Literacy rate < 16%

-[Demographic Conditions] Female literacy < 7%

lack of public facilities - water and air borne diseases

Result: high mortality rate

IMR - too high

Life Expectancy - 32 yrs

Extensive poverty
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—{ Deevelopment of roads, railways, ports etc.

—{ Economic gain of British

— Roads: Mobilisation of Army and Raw Materials

— Important Contribution - Railways

— Commercialisation of Agriculture

—{ Increase in export trade - benefits to British
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How to produce?

For whom to produce?

What to produce?
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ROLE OF RURAL BANKING IN
RURAL DEVELOPMENT

1. Credit Facilities 2. Eliminating Money
to Farmers Lenders

3. Control on

Famines

Rapid expansion of banking Liberal credit terms and conditions Government can maintain
system has benefitted rural of credit by commercial Banks has buffer stock after green
areas by providing services eliminated money lenders. revolution to control
and credit facilities. famines.




SOURCE OF AGRICULTURAL
CREDIT

1. Institutional 2. Non-Institutional
Source Source

(a) Established by Government {a) Traditional Source of Credit

(b) Also known as "“Formal (b} Also known as "Informal
Source of Credit” Source of Credit”

(c) Aim is to provide credit {c) They charge high rate of
at cheap rate of interest interast

INSTITUTIONAL SOURCE OF CREDIT

1. Commercial 2. Regional 3. Co-operative

Banks Rural Banks

Credit Societies

4, Self-Help

Groups

Provides loan for all They are opened up Aim is to ensure Credit is given from
agricultural purpose for where there are NO timely and rapid maney collected by
short, medium and banking facility flow of credit to each member

long term. i the farmers. ¢
Aim to provide credit ¢ Very low rate
to small farmers etc. Lower rate of interest
of interest

NON-INSTITUTIONAL SOURCE OF CREDIT

2. Rich Land 3. Traders and

1. Money e
ords

Lenders

Commission Agents

4. Relatives and
Friends

Famous source provide Provide loan to small Provide credit to peasents on
credit to all rural peaple and marginal farmers mortgaging crops at high

at high rate of interest rate

Credit from relative
and friends at no
interest
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AGRICULTURAL MARKETING

Measures by Government to
Improve Agricultural Marketing

A process that involves assembling,
storage, processing, transportation,
packaging, grading and distribution
of different agricultural commodities
across the country.

1. Regulated 2. Development of 3. Co-operative 4. Policy
Market Infrastructure Marketing Instruments

(a) Minimum support
Price (MSP)

(b) Maintenance of
Buffer Stock

(c) Public Distribution
System (P.D.S.)
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e, e, S SR Tor 3 fReraT e AT 31 SIS, STl URTe &6 e weig afeq 70 frferm & st B oi
i foremT st Jepfouen Trsfifarent foree Tam & 2l
HRA H UgTaTer
o  TTH & Tl HLT] ICUTE T 4% 3R FA FIY Fehet B IcITE T 25% FNTEH <al 2
®  TXTYF SIUMT 2019 % STTEW, HA H Ux7e H et SHToHT it g § 4.6% 6 afe 36t T
o TN 2022 T R Al AT SN T o TTHR 6 A& o e SHl-Harerelt Fifr ST T3[e ScTaehdl shi T 1 % a1
il § 9 Teh o ®9 § &= TR 2

I H IRTE AT 1 Hecd

— T FEA I o T, IRTE 3T 31 Toh GUIATd G 8| $Heh STATET, WE 3R Sohial S SHal &l STANT Hohe o
Ty T, ftAR saftwrl 3 STt St SRt bt I R o ot fera s )

—> ST TTE ATHI0T A 6 T S 3 2l ST & ST & SiT He IeaTa ol HITH e ft o SHR0T SRISTTR &t 8 |
X, TR7e 1Y feodt SISy o Sfaw i &7 T 2

—> WIS U7 e DY ATER S 3w, e, g 311 +ff Ja o €, Ford sTieish dehe o v oft e smer gifya
BT el

—> TTHTISTeR TRET: STar SHTS 8 Iehr fearfer o6 waf & miferent st wmafores gea Yam i € 3 aftE, famivert it i
T ST &, 3 IRari 3t e & sga fufd 7 8 fomes ara siar 72t 2

—> ATTTeh FHTAT: UYITE AT SHTAT hl TGTaT ol ol U Icq1e H 5/ =l /I 26T 3/4 | ek fewa Afearstl g qu
TopaT ST 81 USTTel S SREATOM & USTe & H Hiee TSI AT feeard et 90% 2

— STTIGTSAT & TXEAT: T, STHIA 3 T NI ok ATTETS! o Rl Th TRTe el ST=asT ST 2| SFeHTT Ix7e STremal €t
3R BT STHR AT A | hisa &
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1 Sfaaxtiy |rdi 4 Tfeat, 3, qrers T s e i 8

— AR Had 7 Feti, Sl 3R el o SFATET 3 AT Hacd A o T 3 1, T F S & 7

v afa g 3

AT SeTaTy 3 et 3t Feerforit oh o, ST = faforer SITait st St e, |fosiatt, e e, B, STwefier 3 griferd
T, TETCT ST FHTIV T ST i ST 2

2 TET IS, ST 3R USTTR e o & Aeearqut fieet feft 81 1991-2003 o sftar ot arafer bt warfote shifer et sima
2 ifer 36 A o S, ST | ST ferr stcatien Scates 81 i SR IR & U Sl srsfifaeht fomca Fwa d
3|

IR 3TTH, ST, T, 1], Hef ST S STt S forfiaet S o et oh IcdTen H fopey a1 o &9 # 31 8 ST et 31
GfSSRIT 7 TET Hdl ST IeHEF 2

ST o & 26 T 2l ATl el # e g € A1 e g aiferd o <6 fofu Arefifereht § G sh1 |e & 71 2|
F A B IENT- 38 AN H HlTs, TS, TN SR seAli=i St Ticfaer =i s T &)

T (AR HT ST TTHioT forshTe Sfak)

eTE U forehrer Sk & S T T & 397 % UTEAOT &35 T AT Shia T 31 78 FI 37 arredior forerr 3 forg for e
areft 2 SifehT Tee 2

TR AT 1 St ferefar Trotert Hars  fera 21

7E B I, FER e S T Foret ofy a7 w1ir 2 ammefror o o forshrer 3 for fordam 21

TZ 1982 § wody stfufrrm-asdia iy ofi amior foreprer sfe w1, 1981 % qea Tenfia ue Surfer frerm )

BEISEEC]

TETE 3 e T 3L TARTE -3 Torvmit o HTeam & U ORIk TR ford 19 &9 & oIt Jreior s o1 Fmtor e
2, 58 wire e o o st o aeffepet fope 1T wrepa 2: fomfter, forepmemmenen st wiaregon

I ATHIOT FTET gt o fmior o forg qafe weTEaT YT ST 2l

T 7 &Y T T B B ST ST Bl ATiawi ST A st 3 fere et Tty skor ST SR s 2

g TR siohT 37T &rfar areior et (ST Y fRrft shear 21

TE hE O 2hT TorshTe AT 2l TSNS shtt ST 37eh shrari-arart o St 2

T TEARTET HRIT 1 ATRTEAT TEH AT & ST 3T AT I o= o Te7q Tk forqor wi= fopféra st 7 39eht weg et 2
ATETE o oTE STt Ak TTeAT SR forg o & Hekg weer Afed T Sare wrgrRriat § S T fomm o |-
AT Y o &1 H 7 S IS T El

3 TS AT T AT % et ok wrer-arer ferfir= By fiarett 3 stqeper 1 gfifd % % fore wefreer damd
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CHAPTER 7
Ig e fAefTiad STaumonadl sl ISR a:
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—  JeaTEH Tfataer: I8 FEqer 3R
[Tt & IcqTe i UfhAT i
wefifd widt 71 Fafsa safe a
i fopeft = fopeft Searemy wifaferfer & < g

o TSN 3R forTRl T o 1T #ifiveh; T9-USTIR #H10eh of € ST 3T T3 o SHa@n 1 Wl o IR | &l 8¢ 3| fortrl i forg
T FHEART S BN & S A o6 FTG 7 L 8 F GEL hT ST ST EH S €, JEER o &9 H, S/ ITH 8 a1
TRIE 3 FoRet 3 o &+ fofart St 21

o 3yrhitneh IR frafia siftren: strerfines siftrent o6t 3es faimmrent g frrafir et ax s ox = v strar 21 Fafira sy
37 TR o ol -3t B 21 v Trafira s ST o U FRret #ifies 2 2l

—> 91 ATt SHhT ATed ferfvrt st i o ST7& 9w sht AT | 21 21 skt ATl o6l i oh AIe-feAT o st o Aoy e
H|

—> 9 TeT: SHHT AT ARel H ShTH G dTet AT S i o Sogeh A Tehal sl ST § &

HATE: T IEqd H T L ATt SATBAT shT HEAT T TIT HLdT & ST ST A ohT I Tl HLaT & ST hH i 5

FogH
—> STt T SHIITEhISRUT: I8 3 feufe sl Hefid siar & STat =it &5 o shrieret 1 TTIwTd 51 ST & S =i

& | 91 ST 2

TR -SAHEAT ST
o e -SITHTEAT ST Uoh Hohaldh & (STEeRT ST <=7 H USTII AT Teerfay a1 fopsehwor st o forg feram STraT 2
® g AT Foret 21 oAl TEGST HIT AT % IeUTEH H Hioha T Y AN < AT ST 6 FFATA hl ST H I 2

o fq IFIUTA HAEF 2, AN THHT AT & foh AN T HEWIRTAT STfereh 2 Al forelt a1 o6 fore s1gaa weam an fo @, <t seaht
A 2 foh IHhT SEEAT T Agd el fowaT |er di ot sTfen et & e T 21
ELS I

o SIS qel A STl & et it ST fertfie e o8 b1 o o S50 81 & I ARl el o Tt 2
o  SRISHTRI ¥ SHSIRR HETeH T Tial Il &1 S AT STedae & foie §uta & 3 3eR] | siget ST &

l




ST T SRISHTR @I ohT &1 hEd & a1 ST aTeqd 15-59 T & 31T o o N & SIT 21 SRISHTRT shY ST 3h TUHT
T 15 Y H W 3 o Soal R 60 T ¥ e 3 % g1 W o= 72 fepar smar 7

SUSTT & SATeR 1T @ 81 SIS oht shrisfiet Sieeat o i sg st @
FRISS SHEEIT Y 15 9% ¥ 59 I deh o QT I 2
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TS AT T TS (THuauEan) ot st i fmfarRad miafafer Rerft o stmam o JsTR 3t SsTTt 6t afeaTfid s

&

e T (Fereft emffer wifaferter & wer g =, s

HTH hT TATIT HEAT AT YT EHT 7T ST

T A1 T AT TATI 2 ST & F 3UAH 2

UEA &1 2 S T T3 hd & ST SIS 3T 3 51 oIt okl Sferwrd € S fomr s 36 2
SISHTIRY & = (ISR #AHe/Fe 29 a1e) x 100

TATHTHSAT shT TATOHT 1950 H 0 HRA H S IH T AT Heafor 3 o g 1 175 off| THuauestt o Fanl qrdta |ifereh! e
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AR T SIS o Jehi;

—

—
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T Wt ASIgl o T W Y e A i T e )
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AR B ST 8l
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& ST RIS SATeh 7% 1R shi ATl L T8T BT & AT HhTEl o s farer T &1 e e

T YeaT H, U FHANT 1 A5 AN @ror AT HISET & T8 Aol § TIRIARG &M o foTe @9 shi STl el &, I8
STufeErd THe farcter SruTTesh SIS ST SHTOT ST 2

U I T ok SUSTTR /T ST & 11 I8 1ot 31 S o 0T el Bid] ®, siiceh oTeqd H, &t Sgat Jae shi
T | G & 19 ) B 3 B

TR TSR 3T AAeTal 2, AT SFoaies & 8, fom sfuq et stgeter & it 30 v fom foreft shreft wpee
FTH FE
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SR T we Tt et 2

®  SHYHR, HTH A o $o0% g AN I hl T oh HI0T SRISHTR &l ST &
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o  HihiEt Yar i o fofT wedeh 3aT o foru saferia &9 & fesire fory 7 forere Yamsit st STTergrehar Bit 21
—> I ferdhgranvoT: sfenfires niafafREt s fashsientor strarwares © difer 22 & % Arti ot ISR fired)

o I7HiuT &5 o TRt & Tt S ohT Ired) ST Shl ST YATE Rl R oA | Heg fer) fored vl & it el woee
Ex=Rul

o TS TSATR ifT T T TR AT Uk TG TSR AT (Tst) st sTrarverehan @ fSed sgeTramt g&aaidt 1 o de
T BT FSTee 7 et 2 S U o &1 Sifceh g AT &Pl shl SWTTI L aTel TTHTSR 3T 3T TeT i T ol
ST I il

o T TonTR A % siaffed fagiat & wnfireT & wera 2
— TR [T o AT | A S agTl

— ST SR ST &=l § @il ATt o foTg oty S & 3=} quredt arelt At 9aT ST daTfeh 3 A
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— YW TSR H AHTISTeh Ushe[edT ST HHIAT i HSTeld LAl
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CLASS 11
CHAPTER 8
Tg 37y fefafaa sraumonsti s SR Sa: . -
v R g e bl g 8al g ng
. EEf %5 E g ..:gmterrelated Ft' S maghe
v i e i aee Z8: dtinie’S [ iormD Qe dedzycﬁ,mems Ilvmg
. K3 o — £
v st el sreEE function--gpart - & 17 oF: 8§§§ socnety %
. L= 5O  structures
¢ i Infrastdruc uresiic
V' et fafrea v SRetwork fusmi gt B SIS D |
& 3 il S >
’ =-.£§;'-;i g 8 <55 20 384 we &
‘/ ?.n_\fﬁ = T 223 “rarces 1 il mnmmﬁ § o
v g e § ot @
FATET e T qHEET

o IT I I GIeTSl 1 Wi e & St ot steferere 1 I # Heg ! 8

o ETH, TN, T TS, TR S I HferF WA ¥ Fead 1 vahifa FAT

o g TaTeey ¥, T, v S wrfve g g of i &

— TR SR ST Y IedTa, Hie] 3T foreelt SR S AT o q &= H HeTeh HaTd &M T ol

e a1 1 fereh TOMTet!, STeadTel Hied w@reed YoM, Tes Jase giaured afed wresdt Yo 3R wifses Jomeft
STfhre 81 Sk, ST 3t 3= forfier el

—> TR hl ST SRR § AT 3T1eIeh ST ATHTISe, TR o U e deall § & ST STeeeeelT H 3eqed Titarer
% foTT weh el woTedt 3 &9 H Sl a2l
ey & gfard gt
SORTEZEFER T 2 Wbt | affehl fohalT STT Wkl ©
1. 3Tfeh STarT=T
2. TS et @tar




— I FATEEAT- TERT dTedd

Al fterct 3 O Wl el & Different Types Of Infrastructure
STt amifefen fersrer <hr wfskam & ferg |
TS eI T o &9 § 1 i ' '
5 Economic Infrastructure Social Infrastructure
- ) - W They have Direct They Indirectly support
qﬁaﬁq%u@acﬁaﬁwﬁhw Impact on Production Production
T foreft <wT o wrmToTeR farehm it 1 l
ikt % T weh wwela womett They include They include
w7 7 T R Energy Education
. Transport Health
WW R | Communication Housing
Frfefaa sracier & yar =erdr @ f area
. . . Example
Ll RIRR &t g Elf:_g\' ST fershrer 6t sfsken & ;x;m,:ll:it Aietlable o4 hsin If Health Facilities are good
FU ATEH AT 2l ESEE Y el Iaaa ours Employees will have more

More Production Possible Productivity

o el e Seqrashar w1 ywife | f Power cut, less production They will be able to better
AT contribute to production process

o gfandt gra fewr it M T ®
o it GtaT SeaTe H ST U AT 2

b’

School, Colleges, Training Centres
(it b
= < Electricity, Hydroelectricity,
4 > Wind Energy, Thermal Energy /
o Hospitals, Mohalla Clinics This is Social
N Infrastructure
Roads ,Bridges, Rail Transport, This is Economic )
Infrastructure
/ Internet, Telecommunication
2G,3G,4G,5G,
N (L A ( )
A - L
Houses, Apartments, Colonies . )
P : k Housing / /
Communication /

J




o  IiTENfire foemer o Heg AT

o IIRRZER Y el steferae
EARERER I
Y& AT & ST SNt fowra # wew

FAT g

o I Nl IcUeH § AawIF ol oY
All this leads

AT LT § to more Production and
‘eb‘ﬁsr Y Ueg T s Industrial Development
o ¥ fiw, IR, IR & ATI-HTT
AT HTA % qiaed | Heg AT
o iy ofiAr i Sifeh gloramed o of frfe et 2
o I - fHEET
F HEA ST F
a9
wor H off
SATILIHAT Bl &
Sfrare <t TurEET § gUn
HATE Transport Facilities Insurance Banking

PR S (To ?ftansport seeds, (For Crops) (For Agricultural Loans)
fertilizers and crops)

TRrer T % Sftee K. -

1 et § guR
M o HeE FAT Y
o H ST, All this leads to

N Agricultural Development

e S
ST TR G AT HT Toh-GHL H Eeh i  Hag HLd! €

Railways Electricity

-~

p—
Indian Bank Agriculture
Loan

Education Communication Good Sanitation

(Schools, Colleges, (Internet, Post, Telephone) (Proper Sewage,

Training Centers) Garbage Disposal)
N i

i

All this Improves
Quality of life of People




Infrastructure Provides
FIUTAT Y H HIAT

o AT AT 37 © SR g & gl
o o Yue ¥R s fafhear gfyemd wE

ST T Tk B Heg A 2
Clean Drinking Water Good Medical Facilities
ARA § watad gt gt arer fafee aea
. . .
o  ITRIEZFER oNT o foehT ¥ g hAdT © Y
e uNd & fafi wsa foms uw fofi= et &
et Tt 3, 3 g ¥ All this frelp in preventing
many diseases
{Reduces Morbidity)

Different States with Best Infrastructure

Best Irrigation Facilities
Example-Bhakra Nangal Dam, Canals
These States Prosper in Agriculture

Best Transportation Facilities (Near Ports)
These States do well in Manufacturing Industry
as raw materials required are easily accessible

Maharashtra Gujarat

Best Communication Facilities and IT Infrastructure

BANGALORE

\ It does well in Software and IT Field
R Many companies operate from Bangalore
Bangalore
A ® giandt g & foeme o foe e e 32
o  HrasIen &

o TN F & WHR T @it o forermer o for it e e off

o ITTE - TH, TN TS ST G hi Frar 21
TT3AE HaFeX

o  Froft T ft it it S 3 3 e T e AT R

o 3aTE - Ty et 1 fetmeie ST, S7aT idH i STeTT ST ditea foha T o
RRAEIEEY

o g TSI §hR ST ST & b Argrerdt # SIS shi Sfreft &

o IATEN - F I UG ST ISt CATSTl HUh o A1 WIIAR # FSft &7 g sHTg o &




Public Sector Private Sector

INDIAN Ratows , Reliance
! (1]
A (o]
A A
. Internet by Ports by
GovE s oy Raltways Reliance Jio Adani Ports

Joint Partnership
(Public Private Partnership)

(p rmoni po—

Toll Plaza L&T Hyderabad
Metro Rail Project

e amar 3t 5o st aer 3t 3 forg gfrand gt frem form wew firer 82

® T AT ¥t  forg Infrastructure in Low Income and High Income Countries
o IqeHd: Fy T fefr ; " ;
\’ ¢ Low Income Countries High Income Countries
o IR BiEmTd SETd Siferes HewEyUl
5 They are less Industrialized They are more Industrialized
More dependent on Agriculture More dependent on Industry
o  SE-uiEed, faeret, =g and Service Sector
3o AT TTeA 29T o6 forg I\ o % >
< i 5 For iy v oy P v 2 b § ¥
AT Va-Teielt S aTel gl il AT Basic Infrastructure is required Service Related Infrastructure
> . is Required
SETET - SEe GLEET ST (S et i
SESEARID) Example Example
Transport, Power ,Irrigation Better Telecommunication
Infrastructure (like better
. . internet speed)
Infrastructure Issues in Rural India
- T I A kT G W ARA 7 e vate 22
Lack of Electricity il
Only 56% have Electricity connection .
43% still use kerosene o TR 39T ST 3T et 30% FTESTFeR T T LT &
- 7 g S SRR 3 A9 ¥ o w A FA A R
( ) - ot i R T e g B
Lack of Cooking Gas
85% still use cow dung as Bio Fuel
o &
i Lack of Drinking Water ki
Tap water available to only 31% of
Households
\_ 69% Drink water from Open sources i
~N
Lack of Proper Sanitation
Improved Sanitation available to only
30% of Population




China

Investment in Infrastructure
44% of GDP

Drinking Water Resources
96% of Population

Sanitation Services
72% of Population

Consumption of Energy
324 million tones
of Oil Equivalent

T O T foeRTe
o W T Had

India

Investment in Infrastructure i

30% of GDP

Drinking Water Resources
94% of Population

Sanitation Services
40% of Population

Consumption of Energy
809 million tones
of Oil Equivalent

e %

nfrastructure Facility in
India is insufficient
Basic Facilities are still
not
provided to large chunk
of Population
\isper:mﬂy in Rural Areas

A

-

What is Health?

Eitairi) EQ)
FpRafd g,
afes forelt Y
AT T TEET
A ST eqma oft
g

o zEe 37 ¥ ol
ATfY, e
3R wmfers
ST ITH HTAT

TETERT AT WEeaquT 87

Y

\\PHYSIC,‘\L

\

What is Health?

It is a state of complete
Physical, Mental, Social wellbeing

Health is not only absence of disease
but also the ability to realize one’s

potential

o T TH THY

gk & S feret Tsg o wmw faeemer

st afg o fore et @

o  fe gy e ey e &, Al 9%
Toret g 1 g, 3 wgfg o e

EEKl

Who Contributes More to Economic Growth?

Healthy Person

|

He is fit and has higher
productivity in job
So, contributes more to
Economic Growth

Sick person

1

He is sick and weak and has
lower productivity

Doesn’t contribute much

To economic Growth




TEATEL TTETEAT T 82
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HEALTH INFRASTRUCTURE
l l Different Types of Health Infrastructure

" 5 How to keep person Healthy
It is a state of complete It refers to basic »

Physical, Mental, facilities which help S, Preventive Medicine Infrastructure n
Social wellbeing an economy to run 3 A It means providing facilties for preventing
T diseases like COVID Vaccines
V8 7 Get them Vaccinated y
to Prevent Disease
® Y
Curative Medicine Infrastructure
/ \ {it means providing facilties of doctors, hospitals, beds
Health Infrastructure means G ,surgery,medicine to cure different disease
providing basic health facilities to public like Treat their disease 4
Hospitals, Doctors, Nurses, Beds, Medicines, ~\
Vaccines etc. Soclal Medicine Infrastructure
{it means providing awareness about different health
Health Issues through banners,pamphlets,advertisements
‘o Infrastructure /
Basic Fadlities Infrastructure
{It means providing facilities like clean drinking
a2 water,garbage removal to reduce risk of different
Provide Clean diseases
/ Drinking Water
—> STSITET % TG TTES FaTsTt ol o
—> TETE Gl # 98 T W gUR g3 2. Fefaiad Te st €
o HgH fiwEe
o I gy | # . .
o /Story of Mr Raju \ Different Sectors in Health
4 : ; Infrastructure
o e weaem & Mr. Raju was feeling chest pain
el
o ST saTfEt
ot e This is Primary Sector
! " /v They treat only basic health issues
¢ @ Hg < il He approached his local z
k2l Village Primary Health Center
eI AFEEAT AT
Fread A Doctor gave some medicine
and advised ECG This is Secondary Sector
YR ohl ey gﬁ'éZI'liﬁ / They provide primary heaith care facilities
ST 3 S Y SR So we went to local district hospital + additional facilities like ECG,X Ray
1. STerfireh &t for£e6
' Doctor diagnosed tumor in heart
2. focfters &1 and referred him to AIIMS Delhi
3. i &

Surgery was finally conducted at s This is Tertiary Sector
\AIIMS Delhi and he is fine now / They provide specialized health care as

well as Quality Medical Knowledge




ST TATERT e AT WTHETRI wareed
e T E?

e I ymivr &l R B W H
TR TTET HaTE Y& Hid &

o J Ushd TFe, T A9 IR Hifta
Farfercam s gr =iy sid €

Primary Health Center

Three Tier System of Health Infrastructure

Primary Sector

They provide
Primary Healthcare
facilities

They are present in
villages and
small towns

Less Medical Staff

Secondary Sector

They provide
Primary Healthcare
Facilities

+
Additional Facilities like
X Ray, ECG,MRI, Surgery

They are present
in district level

More Medical Staff
and More Facilities

Tertiary Sector

They provide
Advanced Medical
Surgery

+
Quality Medical
Education

These are present in
major cities of
India like Delhi

Very high Medica Staff
latest machines and

. Example
Primary Sector

Where Found? Rural Areas
Small Towns
Which Services? Primary health care Services like
Vaccination

TREATING High Fever, Cold etc.

Type of Infrastructure? Single Doctor

Primary Health Center

Infrastructure
Example Example
District Hospital AlIMS

o 3 FFHERT R AHEHT TaH & AR T @
RS S A JER A1 T 3T 2

o o forell FlST it grera i Bl R, A 9 3 wreAtyes A
Telersh STETATET H {H A &

Nurse (AXM)
Limited Medical Supplies

o

TUFTH i §?
® AXM I 31 & TR AT fHeas®
o I UEAT ARk & S Ui & § wrerfire T
YT I FAT ]
o U TR TH HUSI o A9 TR TehaTy oh i,
e amfe St gt Fard e e
NG RG]

st & waTEew SraEEET

WA H oS T T wareed R gie % foeera o st e

ot i &

F|EAW - IRA W § F3 ot d w derfera sreudra,
o 70% U 31fireh STEaaTet fSft & ST =AY ST &

Who is AXM?

Auxiliary Nursing Midwife

= ",

Meaning It is the first person
which provides Primary Healthcare
in Rural Areas
Functions Basic services like checking temperature

and Blood pressure of patients,
vaccination etc.

N

where Present Primary Healthcare Center in Rural Areey




o 3T o 2/5 e sy & & Private Sector s Public Sector

3 Health Infrastructure Health Infrastructure
o 80% dTer URMT (i) wr
et fsft & g foram ST @
o 46% HAfdieh TR HT JeieT : : : ;
Torsft &t o foparr T @ Private Hospitals Private Clinics
o STt & Fafshca Usvet <t farear : .
&R . They run They run
S s, HAHE ’ Private Run hospitals Govt run hospitals
FHIRIehed i forshl 3Tfe & clinics, Nursing Homes and health Centers
Aok &7 & e < Present Mostly in Present in both
o ST F A1E YR H HE R Cities Cities and Villages
weTferd) sreqaret foerfaa fomar They cover They cover
= 70% of hospitals 30% of hospitals
2/5 of Hospital beds 3/5 of Hospital beds
e I yrd &I Taferear wleT yem 80% of OPD 20% of OPD
G E 46% of Inpatient 54% of Inpatient
They provide They normally treat
AR T T & Medical Tourism Indian Patients
o TRl ITM & TG & TANT ST TATS o T WA 317 T2 &, 38 Afeehet Zfisw et ST &
hILT:
o WA % UTE TaiaH ferfercar Sranfiferat it aferd et &
o IRt S forrfira et ot g § AT agd B
WA ST ATT
o 3HY WA  forg foreeft qam & gfig et @ I Wi bt wrera e 7R feparefiar feafeream giorm & s & wer s 2
Treatment
Foreign Patient ’ Indian Hospital

| |
Benefits /Eenefits \

« Savings in Cost Increase ?n Rev&lnue of Hospitals
» Qualified Doctors . Increa_se in Foreign Exchange
» Good Health Infrastructure to India

* Boost Local Economy
(Stay and Travel Cost of Tourism

\ and Attendant) J/l




Example 1 -Medical Tourism

USA Patient

| Example 2 -Medical Tourism

Afghanistan Patient
to undergo Surgery

to undergo Surgery
4 '
Cost iln USA ot f‘ India Treatment in Afghanistan
; |
l 1 Not Available
5 10000 Rs 150000 (Lack of latest equipment)
(s 2000) (Not many Qualified Doctors)
+
51000 Travelling Cost l
1 This is not an option
This is Expensive This is Cheaper
et ferferear ugfa s g? i .
! Allopat
o e ffren Ao wferii A ey
Geiq ar © ST Ui ®9 9
I § 39 T St offf 3%
il &9 & ST FET AR | D g
— AT s D
g 1 ‘uq
- 30—FTrh It is conventional system
o of medicines followed
- ufug worldwide
o TT-EmANLR ST E'JI%  faferce There are Side effects
ngﬁé;ﬁl’aﬁra‘nﬂ'a; Of using these medicines
* 2 ﬂTé T R 2 ~__ Expensive Treatment
TaTeTl § dhedl OTT o ®9 H UYE,
@fIsit, araet, g9t iR Enstseqrey Standardized Education
P i o % c\él T Proper Research and Development
siftret 2 &1 37 yorferat & fuffa

!

Treatment in India

Available
Reasonable Rates
Good Medical Infrastructure

So Afghan Patient
comes to India for treatment

Ayush

It is Indian system
of medicines
traditionally followed

They are effective and safe
(no side effects)

They are relatively inexpensive
No Standardized Education

Lack of Research and Development

fafire fafertt % wrer fafir T 3 Seeartor o aTe 3 wieR™ SR T ST 81 37 Siierl B ST i faf,
TR, SagucreeT S et qeait 3 STgam fafir gues & # arfied fopar T 21

o TITE J@HIC shl SETal ASHIS! o Ush Hecaqul Beeh o & H Ble] I ifaeh HuIsT § ST oAl Sl STHIThT i
1 3@ g, TEH| A TR (SHEAT ohs, AT HATer) = B -Gkl /A-emehrt wreerrsit o fRver/iifer foerma
3R ST et STTEe S1fe § T fafyd ST 1 T TEw A 3Tk HET Bl I F o o0 ST wwel
T 21 T o2 1 Sespedt oh T e gferad)




T AT TR THOUH T 76 323 ATTA ST ST ST o ATeam & ST forferct wonferit st sgran o, ferh
STOTTTTRIT b1 HSTelet T, STTae, g 3Tt Fmt T St (Tuer Ue UH) qasii o T f+eisor ohl @ s 3 vee.

1 Tomft IucTeEdT Y ioH YT FEAT 81 TH T Fear
1|

aitafer =T ser (AW HaTer):

Ty, fog, I o Sl (vue U ) Farst &
T TR S TorerT RO ST 6T Yoo Tl 98
T Iy i (Tue) % wefta fee ey e wm
FaTST o Turar T % St T ot e R B,
Torersh weTm & Siwfr werr st 3t st
BIENTA 3 FRITcHeh & § FaT o FoIg FeTerdm STgam
ECEAEDISIGIR]

ITE-TTHOT TR -3 R frere

sredt-areior 3R M-3R % st fafohear e dar §
37T i FFer faw e fofgadt & wwem < vt &

FA FCAATAL 1 hae qrerat feear arfior & 7 o 2
reftor ST o SAETerdt oY T e @ATeft ) refior st
H T o are gt fafere gfemdt ter T 81 e v
o Tareey <ht feurfa o 37T o1 7 ARG foreadl & &, e
11% TTHioT &35 8 Iuetey 8|

Trior &t § YA Uk AT AN o foTT hee 0.36%
AT & STelfeh YTedt &1 § ga-T & T § oAy o forg
3.6% STEIAT B

Healthcare For Rich Vs Poor

Rich People

s
X
Higher Income

o)

2
I e

Maintain Proper
Hygiene

HEALTRY YOU

.
y A HESLMY LI

Less Prone to Disease

Poor People

Cant Afford
Nutritious Diet

¥

TrTetor &t 3 fore et T -X 3 T e Gl i e T o €, ST U et o fo i s savd 2
9ol B 315 AT STH HiSHe shictst 8 a1 30,000

Who Spends Higher on Health?
Rich

Poor

Annual Income= 50 Lacs

Amt Spent ON Healthcare =1 Lac

% of Income =1/50=2%
N

Annual Income= 1 Llac
Amt Spent ON Healthcare = 12000
% of Income =12000/100000=12%

A

N

Amount vise rich people spend more
as they prefer to go to Private Hospitals

But considering percentage of income
Poor People spend more on Healthcare

Tferet ST 9ar od 2| TTHoT Searent | 31+t oY Skl
1 HH) 2. TH U Toh-glwat Sidet sSgal Jieh % STl
o foT U <7 & @ e H T R 2

Rich Personiill

Poor Person ill

Goes to Best Private Hospitals
Proper Health Infrastructure
Immediate Support

*

.. ]

e ﬁnEALTH “

URINCE

(+]

FC——
- om e

o

Has Health Insurance
to cover hospital bills by

Goes to Govt Hospital
Poor Infrastructure
Long Waiting Period

No Health Insurance
Pays expenses from his pocket




o TR ST TTHiOT ST & B TE aTet HeR T 20% R STOHT ST T 12% TTET SIS T W hid § Stalfeh STHIT
HIA 2% G L 2
T hT I AT TreT ()
o et U Gahash 2 S Tt forey o 3 o wng @ vl WA aTel At Sht S A1 SRt % qe § Tkt
fearfer o forare e af <Y e i A R)
o 3tk sfmr) & st (S =1 20% T8 AT
*  SHEH HACH & fof IR W T AT & € aTett 7y A et shi a8t Hea Wia 3 uig S @
HRA H Tl iHATE g § GUR & {70 an wen 810 A1 it Aravashal 82
1. WS TTEed aTati ohl fershsiehd i hl STEIvaehal &
o (T YR U FAA TS IS ITIATA S o oI, TN T R 9 H, forsroent amefror &t & st wameed gt gf=n
BT RY)
2. SR ST AT Gl ol STl
o Qo faremet e, fersiwert UTHtor &1 shl Tl o foTu 21fRres reddTer oK Fefifaes Wie Y Tearehar &
3. rfies T @Rl i fahfid G ST SATavEhar @
o THY TR T § ALV AT TATS i ST 1A et <hr et | wag forenft
4. oEd e fRran
o TRy N Tl ST T N fafir= sfwriat i Teperm o fore sfera e o it strarwarerar &
5. TR H g o foIg T STeieh! 1 SRInT
o AT SN (2ie) T ST v sfwTf % o & SRRt St ST S ga ohi s o for foram ST weha &
St &
o arefurrer H, St k1 31 T Y Tt SR et T wehTer e A F fore sitferer = wremfaes e 3 SwRT & Sy
T 1 et it 21
U
o TN ITHT U FH o T RIS STATd &, U I Kol oh1 Toh €9 &
o TH AT HH (S Tk A B) ohT =T o ToAq UZTed shT SUFNT ol &, SEFTT U2l feras Sl oh1 Uoh &9 &
T AT Y SATavaRar ot 82
o SHH SYFNT ST 8 Hefi e o fore fopar ST @
o ST YA ¥ H WHT ok, ST 7T ehreT e o fore 3 St @
®  SHHT ITANT HY H HTY ST, I, sfieit oh Titare o arer-arer s 3 forw oft foram S 2 (egerer féens 3 forg ot
Wi o foru ferreft s Ui o €)
Ft fo wut ¥ SueTey 82
St fafir=T & H Suersy € S
PR W
o fmm
o foorcht
ERECEl
T 3T TS 3T(G)




3 A FT ATUTR § FafeR of=T TR-saTaratie §:
—> o1t o ol Eia
—> FrivTfSTsh
o il o 3H G T AT SHTIR Bl &
o U STV TR ST ST ST Hehall & 37T IE SURRIS bl shiHd IL IUAH §
o IhT IcuTeH fersTell ET H forar STrar @

o e, Ygiferm, ferret

®  SEEHT ITANT YR ST TTefior AT &t # fopam ST &

o SR STl I BIGH T8 FHo1l h1 U HHIH &I §

o (e i Ifd & Iuctey & i wiorsy & gmmw & Smem)

* I Il o U AT AR HId & Tohdl &
R-arfoTiees |

® Il o B T IS ATTSA AR AL ST &

I M AR W UTERT o fo1w 37 Suetsy @

o YKl FT W THA H IS &

® T HT TR, SIATS TRE!

*  SHHT ST EAq: el &l H foharl STt §

* T Tl A AT EI T

o Il o IR I &
WA FAt BT SUHNT et
31Tk annforfsaren St ot SwRiT foram wam anforfsaren St ot feea Ae-anforfSaes it & s1fere @

o arfTfcueh Sl 74%

o raforoTe I 26%
T TR UTeherer 16 o a1a et i feeHa Te 317k &

*  HIA 54%

o I (YSIfAIT) 32%

* TG N 10%

o TTES! 3N T Tl 4%
T ST 80% § 3ATeh FHsTl SRt 1 ST & G I &: ShideT, et I S1E S| HiIet  forsTet] 3eae ST JeNT o o i
TEifoRd foRAT 8, S o1l 207 Hare 18T Uohal 38 a1 G311 81 Sgd aTed SaTiHed 3T HSeh TRae o ST o SRVl dt hl @ud
T TR TSt § STgT 21 ST, T&T §9 8 $U T Ahy, St o # vt Reiart st 2, Afeh anft oft wrer v % S

T T SEHT SIS T & ITANT (AT SITAT 81 ATHIOT &A1 H TAUTSIT o FHadst oh [IEdR H BT Sherd o aTes(g, 660 Fferr e
gl A § Y, T T UM o $H A1 SR o e T o 2l




ST fcreh 16 S STl o ATk Teflohofiar i = ST TehgT I[& 2 et 8 oy & & 6K 3t 1 38 R BT &; HaTe &mar
5T S 7, HecaTohiad it &, 7R Aife Tl ST sTenfieht anTa § shetdt = 56 = foret 3curen & fore wed awar forehew ST e
B

o I T ITAN A &Y § forstett Sea1 et o fore, fopa S 21

o IT U SATeH 4 & 3T Wl § eH g ATt §

* I T & T et &

°  TRHI S o1 T shefet 2.5% & S Sifareh ST|d 13% ¥ 9gd 4 &

o forsteft o Tefitolia Fdt S E St 31 e St T Ferliert Sigd A 2, 38 S Y S ©
TR H, foreteft Tt (e, T STR ETEe) TR Tttt |rdt (We, T, ST () & 30 Bidl 3 BT, foreiett i wE
SCUTEH I, Teh ATHI St oh HTEAH & TTH f3ham ST 21
s 2021 T, et ITaR - T, TF 3T Ui etam ST & 3ca— farsteft - 3 forsTef} Scurea o s <t Tunfue ewar st 60% et
oT| TRt et T FreaTY TTHT 50% 2| JerTeHsh & &, Ta 3T €I o1t 371 ST S8 Teftartofiar Siat a1 fewam 26%

Over 50% of India's installed power capacity is in
coal-based power plants

Category-wise installed power capacity in India (Megawatt)

Coa Renewables Hydro Gas Muclear Dieszel
foregar g 3 ot |
1. SToRITE T &rar
o SHEAT H Jfg WA AT forehr # gl 3 FROT AR H Sl hl /T S(l § 9G T 2| TaTER sl AR TG
ST 2l
2. T &It 3T H ST
o SIS =t T € o Yok | 1T T oL TaT &, AfCIT, o STt Tenfud arar e forsieft 9aT sht ® wegw = &
3. grafie gt
o (S forsteft Sea et & 38 vt forerelt el § woridfid foRam STAT @ S guR ol SR et § T gt 21 39
ZIETRT o S Sgd R forstelt @ STt & ST 38fang Sca= forsteft 31l ST o6t 718 forstedt o off=r aga i g 2l
4. forsreft =1 TTerd Hea frafor
o fororelt ol 7 fordiw &9 & e ST weam ol aftar st it wfouet & STt 21 w5 st # 7w 3o Uy T S 2
O TS forstet et (wagslt) i JoReT gt 2




5. Tormmi ot 310 fersteft a1 feraeor

o FEUSAlH fohami i =TS o fore o a1 Feamrt &0 o forsteft firerelt 21 o wagsit 1 =eT it &
6. forsreft 31 =IRT

o g Y AN forsreft T o € ST o1o forstett fiedl & SesTe Fd 8| 309 vadslt it =reT g §
7. o<l AT ol Y

o o A WiE T Y U et W =T 8| Beliloh, g &l  hidcl hl 3TTqfd 7ot 2)
8. WIS SFTifer

o IR forsTeft SNt o Ay-|1e SATaT forstett fret 3 ShTT ST ST <Al ST T ShT |THHT AT TS 2
T forega 1St i TR |1 T 0T T 22
T forega et i frfifaa et & Wi =T 8 @ 8

o ZimfiEE EfT

o foroteft =t eTa g frerttor

o foruml = e forsrelt a1 feraeor

o foeteft it =t
ToreId &= T qSHifard T o fore fopel T aret 3
1. 37ferek wrastte faw

o TIHN I forsTelt &5 T YT Tiie WieTeht 30T @ ST hl STeld 81 388 AT ih forstett ¥ar gt

2. gL ST TS forerd S

® ISl oh oo BT i [ e st ST it 3 U T T ohl 38 ot o ToTT, STTET I e ohl STrarearshalt

T (STTEAT-SATRZ i)
3. Sl o Ao R LTI Gl 3T ST

*  JAUM H BRI S YT % ITANT &I FT ¥ foIsTe! Icq~ i o o1, T SITT 81 3 Fiere o g Sfenne 8 31

AT e Befiie IeT HLd 2| TTehT SHTE TH Ta Frott, U st S8 Hehedah ot BT bl STATT & e 2l
4. St = o fIT Hiumue 31 st sed o1 ST

o U e Fgd e forstett o @ud Fd 2| ITh! SHTE HITHTA aesl A o o e 918 # Tesel aed § saet faa mm|
TASS! o HITHUS o hl JeT H ST forsTelt 371 arien soe T Qe 3 1/10 Sl shl o ST 8l $8eh AT, I8

I TR S 1 o1 H Ao §H T el &




CLASS 11
CHAPTER 9

T o7 frefaRaa staremomey s S
v aq fawm

Tad forem & fore wrifaat

TeTere aTfET

TRITEOT ST STIIOT SAHAT

TTEROT 3 A ST

oaa faera w22

N N NN

o 3EE Y IE fawr St wiosx Y it Fit SO AT B QU FA S §
Togitar fopy fomT T et i steat st g s 2

°  IHH AT ¢ foh THI I frehid & TATeR0T hl ST JoHATH T BT =1, foh SHRT 3T ot difeat sl wteoi

TEETSY T HTHHT AT G|
IaTETUT & foTu-
o T iRl S AT ST T €T =T
o gaTll ST areft difeat st Sfiar gfveher &
ST
W Iaq eRTa i UTH Y Tehd 82
1. HTE SIS ST Efird HEr

o ot S ST BT, GATeRoT 9T ST R
ST T (ISTETT % I O FH Ug I S,
o WY S BT, ShH il UaT B
2. TEHHTEhT STfer 3G SpeTet BT =R
o e ¥ drenfirferat faenfera sl =nfew s 59
TG T ITANT Al & ST ORI fereorT 3 STTohet &
TR It AT § 3UeTeH § (i § forsred) Tar
ST SIS B0 HR Sl T ST oL Tehel T)
3. Feftepeoftay daTei o TR o o gsi ol T ¥
2, af& 1000 ¥ F1 ST &, a7 39 T W 10000 &
HTerh U8 Y ST =1fey)

Sustainable —— Something Which can be maintained for
long period of time
+ (For future generation)

Development —— Progress or Economic Development
(for current generation)

Sustainable —— Development which meet needs of current
Development Generation without compromising ability of
future generation to meet their needs

SUSTAINABLE DEVELOPMENT

Maintained for Economic
Long term Development




In Future

-
Bad Air Quality

Creating Health Problems
Impossible to live in City

Factories in Cities
Creating Development
But Generating Pollution

e

Today Petroleum Extracted
to be used in Vehicles

No Petroleum Left
for Vehicles/Industries

Sustainable Development needed because
Our economic development should not damage the
environment so much that our future generations
have to face environmental problems

4.9331171111?121301

o Iy S Fgwor ki P form St =fRw
qrfer gAY 3T STt diet ot i o 3 foTT T gt 3R O 3 oy wores ur firet

What To Do

Problems

Conventional Sources

Sources of energy
which are normally used
Since long period of time

Example

Thermal Energy  Hydro Energy
[Problems -

* Causes Pollution
* Limited Supply
* Doesn’t cause

Non Conventional Sources
New Sources of energy

which have not been much used
due to lack of technology

Example

Solar Energy

Wind Energy

~N

Advantages

* Environment Friendly
* Abundant Supply

* Leads to Sustainable

.

Sustainable Development Development
y. . ¥
N N\
Advantages Problems
* More used as technology * Less used because of lack
easily available of technology
J \. J/

Population Explosion
(Creating Burden on Resources)

.
.

-

stries = More Coal Required|

Technological Progress
Is Input Consuming

SITAS ATINT T 272

Limiting the Population
to reduce burden

Technological Progress
should be Input Efficient

FE HYh T T Th ITETS 2| FHhT I3 eiel orshrel o o U 11 bl Uehe[e hieAT 21 Fe TR foeferiia fofgadl ot ST <t @-

o T wret it o fet Y Tear T =R

o el il 1 18t STt farfer & e TR e e &
° 3o T Sia i TurerT g4 forrad # firet Torert & 5 e g aTtey
T 1987 H U RUTE TG ohl- THNT AT S| 36 U1 o SFFEw,

o ad forerm T 1o § Tl oY ATeT SRt shi U ATl "HAd forehr o fererr & S stfersy ot ofifgart bt svoedt steeat 6t
T T ShT &TAT & ST R forT I i STt ! o Lt 2l




Taa ferenra o forg ot
TUEITA-1: 1t o R-aRaRes Sid 1 ITaT
o U STl ok WY THETE
o It oh I W FATRT STt F &
3qretr 1
o onfct UTeR wie H foreteft ¥aT i % foTw et it St ST @
o IO T AT § hTs SIFHTRITES Scq~T BIeT & ST 1 STSH TUTd HT HRVT ST &

o TEY WM AW oft YaT At B & o« 3R

IqTeIuT 2

I A &

Hydel Power Plant

Thermal Power Plant

I ST T HROT A &
o SfoEd W I T HErEar § forsted

o THY S H &G 3T S R

Coal is burnt to Generate Electricity

Problems
Burning Coal Releases Carbon dioxide

Water is used to Generate Electricity

Problems
Dams are Created to block flow of water

Ty &, Jg U % Tehfae yaTe ¥ oft
TETET AT &

Felt o R |idl HT STFT F=A
o ST =R

It is @ Green House gas
Raises Temperature
Causes Global Warming

Natural flow of water is disturbed

Forests are flooded
Lead to loss of Habitat for Plants &
Animals

T
Fly ash also produced
Contaminates Land and Water

Coal Reserves available in Limited
Supply Will be exhausted in future

eH T gl
o TR/l STFIUT shT FHHT o HRUT SHT AT
T BT 2

Wind Energy

H_/

Electricity generated

o 2- ATHIOT S5 | TSt 3R TeR-7E st ST T

o AN Ty e Shefrd A AT

o T YR SRR S § Suerey § i

Solar Energy

w_/

Electricity Generated
using Sun's energy

ITHOT @ﬁﬁmgﬁﬁ using Power of Wind
o UE o H I, TTHur IR ST 0 $EH 3 &9 8 T % el ”
Benefits
& 30 AT FIEI'T&‘T T TN R A * Available in abundant supply
311'@ _ia?lT %_ *  Will not be exhausted

* Doesn’t cause Pollution

Benefits

* Available in abundant supply
*  Will not be exhausted

* Doesn’t cause Pollution

o I s (S o FoTw oot 16 e o Forw ISt o) ke




* AT WG (THSI/TRY 2T TR ST § FRY JEYoT el &
ST PHET T THE TG 2)
TIHT FRT IO T adieh
1. Tfcagt aTet Ted =it ; AN
: R /4 i
* Ud fiSfl 2T HefeTel T he EJ N ﬁﬁ%ﬁmﬁsﬁma Cow Dung Cake Burning of Wood
B AT i e fetet ) | |
®  THT A U IUANT I ST 3 o fore urfior &= H g9 ( Problems Problems
. ) Burning of these Burning of these
Wﬁ“éﬂﬂ'@?{ﬁm%l Causes Pollution Causes Pollution
° Q?«rtﬂ?-;ﬁ a; 3q'e:ﬁ1'r ﬁ I JSuur ﬁ Eﬁrﬁ ?,‘-]'Eﬂ' % 3‘-ﬁ( ﬁ@ Eﬁ Causes Wastage of Cattle Dung Leads to Cutting of Trees and
©oos ’ (Which could be used as Manure) Deforestation
S T ek SITaT 2l
2. MR 79 T4
o [T o e ohl Ukl foham STTaT & SRR 1 w11
% Raema STt 21
o TEY HARMI % M § ¥ Ica= Bidt 2l -
. - Gobar Gas Plants LPG Cylinder
* I e —qu % &9 H ITFT 551'}! & %TQ ‘qﬁ ) mqﬁ Cattle dung is fed to Plant Cooking gas provided to
Gobar Gas and Slurry Produced homes by Govt Agencies
F A R i s
. Benefits Benefits
* I U H HT ITAN HaT HEWR X AGF @R & |+ Gobar gas used as Fuel e PG Cylinderis-deanerfusl

Reduces Household Pollution

E) ﬁ ﬁhTIT Sikl %l Reduces Household Pollution
*  Slurry used as Organic Manure , :
°  TTHR I WfowS! S AW T & Fh MeR divd Soll conditioner Prevensrest fom et
TRIAT % IUANT B sTeTar fam 2 < > 3 ﬂ_/
O 3 - el et § HuASt ST IUNT 3R 3ﬁ3-§a=r Govt gives Gouvt gives
; Subsidy (Discount) & Loans Subsidy (Discount)

to make Gobar Gas Plant on LPG Cylinders

o TEST 1 Haes HiFIE e 19 B 78 T TEr S
R TSRt ST=InT Ugiet 37t Sietet o farshed 3 w0 o fomam St werar 2

New Alternative Measures to Reduce Pollution 7 W%W%W
' N e - ﬁ'@?f A N I O e arar i A yeyor
Using CNG '° ¥ YT SIge S
It is a cleaner fuel, doesn’t cause pollution, W Q‘T@T‘Fﬁ w T Waﬂﬁ v e ﬁ:ﬁﬁ
Saves Cost (Better Mileage) %l a; ﬁ Eﬁ ﬁ %
. ¢ ¢
QAT ST 2- Uit 3R STt i ot qerT § Eest o) =i el are
3 & ; ;
Using Electric Vehicles/E-Rickshaw a%ﬁ'{ msﬁﬁ éﬁ % 3ﬁ'{ ANTd a%ﬂ% %l
It also doesn’t cause pollution . . - -
| saves Cost(Beter Mileage) I Fuel for Vehicles in Urban Areas !
Traditional New
~
I Car Pooling
Two or More People Share one car
Saves Costs, Reduces Pollution and Traffic
V = (Scheme launched by Govt to Reduce Pollution h ! — \’&;
S Petrol Cars Diesel Cars i
: As per ODD Even Scheme of Delhi Govt CNG Cars Electric Cars
== Odd numbered vehicles to operate on odd days \W—J \—Y—J
T—Z; L Even numbered vehicles on Even Days
S e 4 « Causes Pollution * Low Pollution
AT =TT ©- UgIe SR SISTet ST ohl T H Sesi T = * HiglisptostalRannig % BicterMliedge
g E WW r“sé S éﬁ% 3-‘ﬁ-{ NIUGIE a|é %| What should be done for What should be done for
% ﬁ E a a ﬁ Sustainable Development Sustainable Development
@ aﬁ ﬁ R E\ % URER Eﬁ%? Use should Be Reduced Use should be encouraged
Example Example
Car Pooling and Public Transport Making CNG Compulsory Providing
Odd Even Scheme Subsidy/Discount on Electric Cars




1. TSt afee o forg sAfare whestt
o ST I AT N S BT AT o forw Hestt shr 3wt stfamd # foar mn
2. 3Tg o hiH
o faced TERR T ATY FEUT hl A A o T ATe-ga AT off 1% Al
o forem et o forwm diea avedt et =rerdt € it gw faferit o ww e areft misat s 2

o 4-ga St
qaT At T R?
o TA T Foll HT TN FToh TTH e
#1 T IR I TGT Foll HaT ‘ < Power
_:_./' electricity
\_;ﬂ?ﬂ'%] 'r'/'::::‘ [ Trnnerorrfft,.-"" o una 3 &
c ———
o g il Ik ST ! FeAT
2 I forsteft Sea=t et 21 /
. Meaning —— Power obtained by harnessing energy of wind
T Il A3 el foram is called Wind Power
ST 27
e THHT ITAN I TIFET IT fomar How it —— Power of wind makes the turbines move and
ST & i ga A AR Functions generate electricity
AR
FaTERo Where ~ —— |n Windy Areas
) ) Used {Open Spaces not surrounded by buildings(
* ol T S ARl | R T RN
o ST o SUART & FIT AT &2

Benefits —— Saves Costs
1. JEN0T # Uh \ Pollution Free /

o forsTett ST & o foTg et

2. AT FETaT ¥
o UoT Fell T TN TR T T
fersteft e st o forg wet firs H i ii_'ul_
T s: ] 3“ﬁ-‘[ aﬁﬁ ] Eﬁsﬁﬁ HATAThd - o 'r\-rt,l"':“_u river
e e ——
wrftfer 5-fert ESRRE /Meaning —  These are power plants which generate \
AT At T FT 52 electricity with the help of water
* I VW YT WA & S U A Hee | How it ——  Energy from streams is used to turn small
oot et g 3 Functions turbines
‘% These generate small amt of electricity which
o Ut T AT W IR T s & can be used electricity
it ferste ng =etd & Where Used —  In mountainous areas
ﬁqfrmggam-izw%? ( where there are lot of streams)
o A IOH WU yaTE & foretett Benefits —  Environment Friendly (No Pollution)

; No Need for Large Investments
o e \ Less Transmission Loss /




o o forehrE TRTE! &M 3 foha AT @ el srgd @ e Bt &
o TSI ¥ SITH STl T STANT DI TITGHT bl =ITe] et 3 fere fohert STTaT &
o I T fortelt Sca= a2
fort greser et & o
1. 3 TR 3 ST &
o I forsteft et 3R o foTu e TEt ST © ST SHicTe JgoT Tel Herd <
2. 51 fraer it i AraveeRar Tet
o 3% TR I TRl ST Fercdl Y STATIHAT T 8] FHICAY, F I ITHA &
3. SH ZETheH g1
o ifer forsTett T STRANT TerrT T O foRarT ST R, gafere forsteft R & =R ek fersteft ugem & giafiem a1t o gt 2
T 6 - URUftes T 31 TS T ST HET
o TN TATE WIS, FY, ST, afe o7ife H urafin F?}
AT TS T ST AT <)
EHEU)
WS
1. 3 oI qafeor 3 ST §

Modern System vs Traditional Systems

Use Chemicals Use Natural Products
2. 1S BTT-ehICeh T AT e foram (Harmful to Body) (No Side Effects)
3 ﬁé_ 7S e e . Developed in Large No Large Scale Industrial
4. 79 512 Ju oX =N fies I e ishard e T @ Scale Industries Processing Required
. Cause Pollution Pollution F
5. EI'{\GWT?%TQ ( ) (Pollution Free)
4 7
WA 7 - S-TTE T ITAT HEAT Y
How is Bio Compost Made Doesn’t Damage Environment
Leads to Sustainable Development
I @ T R?
Dead Plants and leaves are stored in
Compost Bin * %ngmﬁﬁ% waTef & foTeeRT ST
e & &9 7 forar Srar &
30 WIE HT IWAN HY & fore fgh =t
IYSTS: S o fore fapan sar @

o g e s aRE @ e R E

wfed form smar 2

® 3¢ T F TR % WY femn S @

TSt SwRr firgt st o &9 fomn

ST g

[ Earthworms are used as they make the J o 3T T ST TR ST & iR S @
composting process faster aqﬁ\;ﬁ NN

These are mixed with cow dung which is
used as soil conditioner

] ® HFIEE Sl ST 27




IR o T WX AT HIURE T IUANT T fehar
ST =TRT?
o IS ET VT S STt HEUT T HT I &
* IS h T & A 3fYa & ST §
o oA Tm H figt it ST AT off FH F A B
o Ifrk EE SR ATAHET T ST FH IME

T BT THTEAT § Tk BT & ST Iaehi hl qorT
T Tareeede gl €
Tortta 8 Sa-<hre T
HEFTE?
o I IR RIS S HEAT SN HISH i THa™
TEAd &, e FEAd

IR - e, <ife, faerag el

Fertilizers

They are manmade
chemical substances which
is used to increase fertility of soil

/ Problems \
G

ause Water Pollution
Ground water gets contaminated
because of using fertilizers

Causes Soil pollution
They reduce the fertility of soil in
long run

Causes Health Issues

Chemicals enter our food

kCauses damage to our body /

PROBLEMS WITH PESTICIDES

Crops eaten by us Pesicids
Chemicals enter Our body, = :
cause diseases

Crops eaten by Animals
Chemicals damage their body,
damages livestock

During Rain,
Chemicals flow into Rivers
Fishes die, damages Ecosystem

Bio Compost

They are decayed
organic matter which is

used to increase fertility of soil

mva ntages

Doesn’t cause Pollution

Doesn’t cause Soil Pollution
Improves Texture of Soil

Not Harmful to Health
Food is free from chemicals
and healthier

.

Ground water is not contaminated

ay

A

eI T 82
\ * T Uk T et & forent Su= et s A

® I8 T I o1 START Fh hiel shl R I

T shl T WA 2l
Ja-shre o &Y i et
“ra ffa et =t w=

o TR TERMAT T SUNT i oh T W 1 o U & o

SFISATIIEhT hT STANT fohaT STTaT &
* I AFT I H HIE THAH T2 TgaTd
fafera waa

ERIEN

PESTICIDES

/Killing Pests by

Chemicals

o THIST U T 37 & AW % TF & THS W UF W AH ERoBLENS

B T

Harmful to Health of
Humans and livestock
Causes Damages to

kEnvironment

o foru fofa st 21

*  THA H THAM U T 3R HER @M & fag 3
SFreTaTeht AT fesgehTal forarm STTaT 2

SRIEATITERT oh STTRT o BT{-ehTieh THTE T &2

o I firgh R e e &
o ST o TTY TR STt SET ST HIOT ST ©
o HET S WIS T i WG A §

BIOPESTS

Killing Pests by \
Natural methods

BENEFITS

Doesn’t Contaminate
Food Not Harmful
Doesn’t Cause

Damage to Environmep




o e TE: ST T (7TeT) F HIOT HHEAT hT S ATHNA 21 2

o 297 3T HEe ITH W hIE Wit
B9 & 3T 3 HHA T HH THAT
Fd &

o &g UM STt wHAT (HHT 9T) T
off ST T & - UE e S

Different Types of Biopests Controls

FIeT T THg TS § W A A
fata s F g @ F aa g Using Neem Mixed Cropping Using Animals/Birds
T e B Based Biopests System to Control Pests
— It 1 R = & foag SHe l l l
it afar s ST T Neem Doesn’t Two or More Crops Snakes Kills Rats
Contaminate Food or ~ on Same Land Bird kills insects
— fafi STHaT s weh Heimrama Cause Pollution (Confuses the Pests)
g
R T, Solar Power
EICRCIGiRd
F SR 3R qaft hiet i TTenfosh &9
YU § HeE L Gohd &
Tl 9-ER St
TR ST AT Sl T B2
o T T THT & W IS Al
R Sl e ST @
o T I FoROIT o IWAM ¥
TTH STt T G Sl el ﬂeanlns - Power obtained by harnessing energy of sun's \
NS rays is called Solar Power
AR St aht farwreft # S aftafia How it —— By using Solar PV Cells (Photovoltaic Cells)
ferar @ weRaT 2 Functions They absorb sunlight and convert it into electric current
o TR ol H BIIElceh
- S Where Used — Area closer to equator where plenty of sunlight
] is received
forsteft & wftafda foram s
AT Benefits —— Saves Costs
o TR wREeH (e T Pollution Free

%,

T o WHRT I ST

o

Suitable for Remote Areas

Tk ST Torgd AT S o foTe 38 et St ohT ST SRtk forsTett 3eawT hd

TR et W & forg sugs @t 82

o YR WL {ET % HUd € AR Iel g Gel A & STef Aret 9 9L g et &
o i # oft forsiwent wretor & fersteft s et @
*  gafcTT, HI S ohT STANT GLETST o6 &t H forsteft Sar ot o Foru foparm ST Wkt € St fire o forsteft et am ot wiver et

& a1 wrga et §




AT 3 ATHYOT 5t § farereft Seute ser o fore @ wew 38T §2
* YN HR Sl § SRS TR TSeer ATeh Th
S e o1 Iqea w1
o VT ¥ UTHIT 35T TR 15e 3T Ao a1t 9
YA HIHL Ml H HX Foll o STANT I
SrewTted foram &
o TR ufthr & o7 = § GRS b1 ST
ek JATeRTT W YT A Bl ST §, o T
Sfsha defemTforen w0 & s iR anee &
STt 21 2
o 3EfTT U Teror qT T H ot ST o i Rl e
T U IR TN e 9 Bt 81 38 ugiel/Sistet 37 fersteft ot SRt +ft = &1 STl =)
TS FTTHT
THE T arashe § gl wm §?
o g v} o STEd aTH | i afg §
*  IT FHIeH TEIATRE (CO2), HITT (CH4), TELH ATTEE, CFCs, TN,
ToH THATHANISS (SF6) 1TSS 3fimerse et § i o oot g1 21

Global Warming

o Tolleet T o T S TS T 82 / A

o STRITISREOT STIX ITEHIHIT 3 ShTEOT, STTETYH e % STe ST ol oh1 ets H If (E“;”'t':;e (TI:;,::::t:J’;e)
we \ )

o U IATATE H e SESiioTES ST A Seft Hiersy et H gl gE @

. . . Global Warming means
S ITATAT, FARM IcdTe H ot Jfg g% & S T ar H Soet AT H HYO Seqtoid s o Aurion
FLAT % temperature of earth
TNl ST o HIOT Example

Average temperature of earth
increased by 1 Degree in last century

Industrialisation Deforestation Increase in Cattle Production
More fossil fuel burnt Cutting of trees Higher Animal Waste Created
like Coal, Petroleum

Increase in Carbon dioxide Less trees in Increase in Methane

and Methane . Environment

Less Carbon dioxide
converted into Oxygen

More Carbon Dioxide
T in Environment 4

Increase in Gases like Carbon dioxide and Methane
These gas trap heat of sun (causes Green house Effect)




ERICH
o o M O vfieTSE YT ErelT & (9 T et ki )
o u IR ammE A afg R
o O TN TRRER Tt @ € iR et Tt 5g i
o I H 3Heh HRVT S e T H o Hohd &
TITEROT ST STTITHT STHAT
T FW TETEA T IUTNT hid ¢ AT T Ber 82
o I T THTEH T SUAN L 2 ol I8 THTH & STl &

What Happens when we use a Resource ?

e

What is Effect of Global Warming?

Increase in Green Increase in
House Gases Global Temperature
(Carbon Dioxide/ I

Methane)

. TR, T8 STed B TaTeReT ST G {ford &t ST &
. arer € SufITg Ieure qAieor § Sraia g S €
i EEEU
We Cut Trees Trees grow back . 9 .
. |, Aftersomeyears . el &9 U1 I e & A1 T T o1G o L& 3 A §
o ol i il . T STATET, T e 37T UST 1 srvEe gt & qives ac
Resource Used ——  Resource Regenerated &IF‘IT(‘IT % 3T S@ EESIR) WﬁT%l
FAT YA el S THT HETEAT o ToTg a9 82
o & 4 Example 1
* TS TN FS W[ H JAS(ad & 9 g, Suppose in a Country
Petroleum Available 2000 million tonnes
SHISUI tﬁa Petroleum Used every year 500 million tonnes
. Time taken for Petroleum to Regenerate 10 million years
*  FD 3 AT O S &, AT - U o
. . Resource | Resource |Resource Closing
* I H d ARl a9 TR Sd 2| 3&TeA - Year Available | Extracted | Regenerated |Resource
RIS, YT - 20 . 0 .
X I: 5 % . 2 1500 500 ] 1000  |—» Resource Getting Depleted
e 3} %N) 3 1000 500 0 500 |—» Resource Getting Depleted
@T £ % g % aﬁ-ﬁ; H PI'FIT‘%JFﬁ ‘_’ﬁ E!,T"\_’ﬁ:%ﬁ W & 4 500 500 0 0 |— Resource Getting Exhausted
Rate of Rate of
/ Example 2 Exrratrfon is more Regenem&r’on 150
Suppose in an Area
No of Trees Available 100 [ Due to this Resource gets exhausted in Year 4 ]
No of Trees Cut 60
Mo of Trees Grown 20 . .
L9 T H ITHT ATIF IR TR &
Resource | Resource |Resource Closing ISR - B 9T HET iy a@w ;T
Year
Available | Extracted | Regenerated |Resource ) .
1 100 60 20 60 Resource Getting S T3 T ¢ oih 3@ 3 Sffferd €1 #
2 60 60 20 20 RS, AT @ R 37 ke wfasr § ggie
Resource Getting -
B 20 Eio e 20 Exhausted THTH & SR
Rate of Rate of
Extraction Regeneration
is more Is less

[ Due to this Resource gets extracted in Year 3 ]




TG TEUT ShT STSTTITOT 9T g QIO T 82
o TRt 37l & UTaRuT Y &ROT hT TG SR ST &xar
o T WL o1 FOehwioT HETE o6 GASIH ol 9 H SO A €, 1 I8 HeT ST & fohs TR oh7 SYANT o &7wfell ah ofiaie foat
ST
o Ife T HETHHT T SFeATH ITAT HA €, T Y T T & S & S TR0 T JHE Tg=a &
TS T TETLAT T IHhT T QAT & HATeTh ITANT {1 T FRIT?
o TS H, GETEH dSfl & ed € S &
*  TTCiife, IThT TS sl & & Bt &
o 3E(, B TEIEE! F1 A T &
ST & (e 81 S §) A1 7 AT |
Eickd
IETEAT - 3 ST SR Tl &1 7T 8 T foreqw 2
FHFMRE

Effects Of Overuse Of Resources In Environment

Resource become
*  FHE SHTEISIAT R Exhausted

o TS STfreR Tm TETEHT T I L €,
T STTRIeh el & ST L &

o ¥ JAfifth e gATaRor gRT STy
BRGNS

*  TTAU Sia T HTH TE 1 I0f & iz
T | T e

o a3 e st e A o sl s 2‘
T ISl I HIeT ] \ o /
o R A e - TR Global Warming Ozone Layer Depletion

™ ®
meaﬁm%

*  HWGhH ST IR FRT Scq~T el bl AT § Sk T ST & ST ST ST SHHTIET T hreor st &

o FHIEH AT ¥ Hehet AT g1l TN ST *hl JHET Tg=TaT & ST ATF FE0T T HI0T ST &
AT T

o STiaTYH S ST TR ST ST heTS | ShTe-STSSTRTSS St HieTed e H gfE gE ©

o u AR ammE A afggE R

o TOU TR WRER e @ ¥ oft St T TE wr R

o 3T oo T i g & Fored o vt rt F g weha &
3T fhieRvor

o o e i i A i e i s

o I IS I BTeRTE T T geeft § wareT ot & ek 3 fore Swaift &

o SIS WA 3 &RT % ShILUT corelT shert Sreft feerforart e & ord &

T IR i gl THET T § SR STefter gt st srfor a2

."Tp "

Not able to Sustain Life




*  IT IS &7 IThoIet 3T THl | FeliIdetiishTa (STUHET) o ST 3 ST BT &
qTEROT AT 72
* I8 TN, AN, RS TR wapfar S forelt oft Sfifera Sfter 6t =i g €, wrferor sreetd €1 7% Wiepfreh 7R e ffa sremret
TS G 2
JITERUT & Yok T 82
T 2 FH T T &
1. e e
o IOt Siiford dedl SIe STTHaRI, WY, AT ST 1 Haid T @
2. TSifeh aca
o T IEMI, g % vy S aft fsfier acal it wefiq war ®
TITERUT % hTE T 82
1.7 TETEAT ST S e &
o e A e o ey e A Functions of Environment
2.7 STUfITE T STTCHAT LT 2
o T E Ieq ST FATeor & Shep o vt &
IRTET0T - AT Frertr At SR Tzl H e foa s & = 1O Late
3. I St =l S| WAl § Supplies Resources Sustains Life

i

SR N - a%EET{UT?I st ﬁtg (Both Renewable/Non Renewable) (Diff Plants and Animals exist)
KIGE
° T ST gHL ah FT SIS 7 1 T @ S EH et
4. I% Higd HaT (qwATEET) TS HAT &
o Higdey & S ? e, TFNIHF AT FATCHF Assimilates Waste Aesthetic Service
e (Waste gets thrown into environment) (Scenery/Beauty)
Iufefa
o IR o farfirT Hresh firereRt U gax g3 ot Fmior o §
WA o foreTTer Tehfaes demes
1.firgt st T Tqore

o v H firgh ofit forerrer farfereran 2 foraert SweinT farfire et 3 o fore forarm st &
I - TaFeh &1 H hlelt o e 3T o o 3ogpeh @
2 ATt i wErr i i we
o wq ¥ et wr § At S were et & S 3 o art Sucre s 3wy weel uhe i ufee w1
+ff Jrctee At §
3 BT
o WA H R S TSt HEAT H STt %ol G A
o IS Ul ST SHE o1 forame v &
4. vdai T e
o I YRA H fewTera i TgATq & S 7 haret WRie T o T H ST ST & seh 3 AT 9 off Jueisd Far &




5 e weTETR

® YA ! HEERI o f-ehe foreTret & ot €T wTH 21 Asfora shi foramret farfererar ars et 21

6. JTTS, =g 1 Ha

o TSI-TNH O ST TR & SN T WIS Tk el 57T &
o I Tl IS & § TR 3T STATerh ATaet aet &

7. @it Y ) A

*  Wd H g ITEH, STge, qie, AT 3T1E 8 @ivet st 91 | 91e S71d &

* el TG ST SR T 8% W H ITT ST &

® ST HEh UL, WRA fobg o W 2.5% Wi & | for i 17% Aa STaat TR for sht 20% IR7e SATEaT i 9ToT-

TIUT SR H T 2
WRA o ATehfdeh T@TEAT WX rTdfer fremtar ot o awiter ygar What we did for
< ’ Economic Development
24 .
|fer arersHwoT

o yfir aRor T 1ok @ gt oY Searashar 7

o AT F ARk SHNT, a1 Y Fers, firgh & e anfe

3 SHTLUT IR ST IS, THET BT e & T 2
S fafaremr ety

Green Revolution
(Increase use of Fertilizers ,
Pesticides)

o ayifeler foreprr o foru STt # Ut ot hets A STt STHed

R e 3 ST il THEM g1 3
o 37 U o foreH B TTY € AT foregw €M % BN W E
arg s
° I STV T qE&T FROT ATeAT ATe S FR S

aTe & St gt 3R et & wed &
o I TV HREHT § FHefet ATt gu o 1o +ff grar
B
ATHAT A TS

® T T dTSIT U et ST el & AT '
*  iteh, ¥ gfYA € SId & Fife werst huft-sult fomr

TRt STEREaRToT o SATHRETET § gHH SR fod SiTar &
e SHMIY, WA ! i 3 T Y St shT STHAT AT
TR
3T 2rufITe weeT

Urbanization
(Cutting of trees to make
way for cities)

What we did for
Economic Development

What was
the Effect?

Biodiversity Loss
(Loss of habitat of Plants
and Animals)

What was
the Effect?

Improvement in Modes
of Transport

Population

Industrialisation
of India Explosion

o TEdl SIHEEAT & ATY-ETY I g ot S AT H AT S BT ®

o TraffoR, T fueH St O = foRr ST @

o gufere TE-STE 5 35 e & foredy o st e 2 8

Air Causing Health
Pollution Problems

Waste Management Drinking Water
Problems Shortage




CLASS 11

CHAPTER 10
Ig e fAefTiad STaumonadl sl ISR a:

V' 7o a2 SR wrferear) o wre v o forhre o g
V' e faehe 3t 38 Gehdas

WA S 90 o ToTC TSR <ht TorehTer TTeha sl AHeAT Sl HgeaTqut 82

— FI IHT F FROT, GIF ST ufRr 9y Why to Learn Development Process of Neighbours?

ferenfera STt o wrey-wrer = S feoreprarefier Qe
T wgd AT SieeTd 8| FHIAT, 3 <11 H forepre
TSR T HHEET HewEu &

1. TS U1y Sgal Ticaet s o Term & (it
T 3ok AT AT 37T iefarfert |mem shed
B

2. THSTH UATE TS STt SAtien Hiferat & e
375 3O X7 H AN LI & gH o ITh T AT
Tft TR Rl TS 9T TR § ST 3 T S H
EHERIRGE

3. USRI | QO A TS qrehd S HHSRT
T THFAT S BT &

Tt 99T - YR UTfeREdT 31 = -

>[ To better Compete with them ]

To learn from their Good Economic
Policies and Mistakes

>-[Understand Own Strengths and Weakness J

TAAAT e TTH | (VA BT 1947 ¥ SIS H ASET | (TREAH 1947 # ST & T | (fgew fofoass A% =men it

7S oft? Ei)) |1 7E)

)

TTOAT 1949 H g3 off)




59T T FSATE | 1951 1956 1953
F JE H TS
off?
AN F A | foTer A & e | forenet wret dm i | srfereen F ot weat &
SIS TS Tffen Hh s 7 311 g
it (TR 3 forTrer gsft-met STt | (VR 3 et dfiTed Sun | ki o O A S S et
T TG st STaifer fsft & 3 | Shremuar R Sieifer it 881 | shream ST St oft
DI I A HEHI 1 fahe | = AR wREHT o faehE
foram) feram)
T T, Hicrsll, STEAC S | T TR, Hicrl, S S | STaus ARRE (@7 d9 sRas
T R o AR o | T e W s s | ) 1958 # gE fohar e
Fafy Fafe o T 9 TWH W
: : SrefeTereer T ST TTehTeRTor et
oT
FY iy TSt &t o o oft Y fsft & o o oft T o FATfvea aret o, e
FRA Tfd forg T o STt et
SANT e & § Tl X
afehTd foramT & Tfied ot | safea feramt & w@nfies arer
B Ed B

India
1947
(From Britishers)

India
1951

All 3 got Independence around same time

Pakistan
1947
(From Britishers)

Pakistan
1956

China

1949
(People's Republic of
China was formed)

5 Years Plans announced around the same time

China
1953




Strategies Adopted in 5 Year Plans

India Pakistan China
Mixed Economy Mixed Economy Socialist Economy
(Govt run large (Govt run large industries  (All Major Sectors
industries while Private while Private Sector under Government
Sector owned run small owned run small Control)
industries) industries)

Who Owned Land?
India Pakistan China
Private Sector Private Sector Government
Small Farms Owned by Small Farms Owned Govt Owned the land.
Individual Farmers by Individual Farmers Communes were set up in

villages where all the people
collectively cultivated land

<t o forehTer o weeaqut o
— 1949 e frafocrer 17t =TgT 1 137 1949 H g3
TR o6 Tl HEcaqul &R, i S IEi T SR frrRisor # S T
1958 22 1T HIEE (SHTCTT) AT 7% fobart T
T T ST ¢ HHT I3[ Fohall T
AT b ST T T e i it o forg a1
TITHIOT &35 H, I JOMEA! & 2T 17 STet <A Brfech &9 & i o Sl Hid o
STEUs ST 1 T o FROT S5 TR FHATS] T AT HAT 997 foredt 39 fferr @ 71 g
&4 o T FEY g3
ST N o GO, T o ST URISRT b1 AT9] T fora Foee STeriertor STsham & 7ag o foTe =i SefT T o
1966-76 "HET G &I hifd"
39 37T % S, BT S URIE T HRe 3T T i o T arefior et (i) & i 712 o
1978 S1feler gam 37 ford T
—> TR =0T guR W, foraer SR Sf fraw ami A o
1978 # fora T T AR
FRAEW
» GHETR S R ferTio forerm TR S ST o6 Forq STem-STenT aiERi ot T fope
= gciifeh, EaTied TR % UTH & T
S T AT T AHR i L T o 18 AR ATH AT 0T @ ht 3TAT off|

L A A




st g o gamw

n  fsf & oY Tt T 3euTed R ST Tt & o St (NS THeTs-Us T aTet S el ST €) o Aty wfaeqet

T T IR 4 offl
aredt e

n Y PR fsf & ot 2 SFidt W AT TlEHT ST ST g ot
» TR gr i Sat w ues e ffaa aen

" SR AT T AT

" TR % AN H AR e T SeTed A g o
" SIEH ANH, S-S 3CITe SgT, SISTR ST i shidi o aeq3tl § 91 83

[EENRIERESCLE

" TR A ORIy AT & (SEZ) TiUa st sht STAId So farelt e i sretar feam
" R A T TEESIS A gehtsal €t o ored! et shafae ohy o a6

» ofrE E e

" GSH, Tal, forstelt SATfd, T e o fmio, et T Yaredt & foredm St it gt # ag S R et form

THE GREAT LEAP

FORWARD
=

Great Leap Forward Reforms of 1958

Commune System was Launched

People collectively Cultivated Lands
Income from Farming went to Govt)

All Major Sectors with Government

State Owned Enterprises did not face
any completion from private sectors)

Great Leap Forward Reforms of 1958

Foreign Investment Not allowed

China was a closed economy and
there was very little foreign
investment

Less focus on Infrastructure

Not much development in
Roads, Electricity supply et)

B IO T o et el sfeen siefien & i oft srerer e

’

1978 Reforms of China

Commune land divided into Small Plots
(These were allocated for use to
individual households)

Income from Farming went to Individual
households after paying applicable taxes

Private Sector firms allowed

State Owned Enterprises
faced competition

1978 Reforms of China

Foreign Investment Encouraged

Govt set up SEZ (Special Economics
Zone) where tax concessions were
given to foreign investors

Large Scale Infrastructure Development

Massive Investment in Infrastructure
was undertaken like Building of
roads,bridges,electriocity supply, new
cities ,extension of basic health services




Comparison-India vs China Development Policies

India China o
Independence 1947 1949
5 Year Plans Started 1951 Started 1953
Who Owned Land Private Sector Government
Agriculture Small Farmers owned Commune System and
small prices of land collective Farming
Reforms in Green Revolution 1978 Reforms, Commune land
Agriculture (1960'S) divided and allocated to Small
Households)
Industry Public Sector Undertakings | Earlier, Only Govt Sector run
run large Industries major sectors
Private Sector operated Later in 1978, Private Sector
small business also allowed
Reformsin Industry 1991 Reforms 1978 Reforms
(Policy of Liberalization, (Dual Pricing, Foreign Investment
Globalization, Privatization) | allowed, Infrastructure Improvement
TTeREAT o ATTfeh farehTer o weeaqut =roT
1947

m |4 ST 1947 i UTiRET ot foifest wmee & st fireft
" 39 SR uTfeREdT ot TR Sl T € hThT 58 ek AT R R o
1950-60
" TR o ST TTCeIToe ST STeerRior o o Fferiad gem ust g
" IR e o fafmier ok fere 2fes weagr
" SRR W HTESTeh e § S aRl
" RO g Y SeaTed Se o for i shifd y& 1 TS

1970 T 39TH
S S UG R e R REaURE |
1970-1980 % 3a &
m SSRGS gAT S Tt & ot Sicwnfed fopam I
TR T HYH TS ST S Rt au | forr werer e gs
" S S TR AT 6 7 U6 (H&aT 31, g 31 1) # foraeft shwor off s gam

" e R R
" R AR, it dad, o & § gaw




Comparison-India vs Pakistan Development Policies

Independence

5 Year Plans

Policy followed
1950-60

Nationalization of
Capital Goods
Industries

Denationalization

Major Reforms

India
14-Aug-47

Started 1951

Import Substitution

Protection of Domestic Industries
Public Investment in Infrastructure
Green Revolution

Already under
Govt (PSU)

1991

Started 1991
(Liberalization, Globalization,
Privatization)

14-Aug-47
Started 1956

Import Substitution

Protection of Domestic Industries
Public Investment in Infrastructure
Green Revolution

1970'S

Late 1970-80

Started in 1988

Trade Liberalization, Export
Promotion, Financial Sector
Reforms

TorenTer Tehdent chl TETT - WA SATH AT aTH o

G
» o g d e et
TS 1T O © 3R 36eh
G IRA ]
" OIRRE S SEEAT Sgd
A 2 (VT IT = T AT
1/10) Population
TG gl
" TR H STEEAT SEd St
¥ ¢ W § SR 9Ra § &
LEike

=

India China Pakistan
1352 million 1393 million 212 million
L A
i

China and India are the most populated
Nations of World Population of Pakistan
comparatively less

" A U e i fif off Stk s see gig e ot

TAEEAT g e

Population

= e A Ui 3w Density
& § @Y et @ persq km

FIHET U
< SHEEET g

T FH 2 (AT

India China Pakistan
455 148 275
\ 8,
k4

It means number of people living per unit of area

Population Density is lowest in China (because of its higher area)
Population Density is highest in India followed by Pakistan

e o SHIIT)
" SHEEAT S WA | Hed 3R © ST 3H o1e qTfeRed o €U §




fetwr srguma
" 3HH AqES ST 1000 TR W

Hfgeet it T 7
*  3Teet w9 €, 7€ 9T 1000 FE W Pakistan
1000 ATt Bt =few Sex Ratio 924 949 943
\ J
»  fer T EST (TR S X
T S =T g R (Wﬁ%ﬁ It means number of females per 1000 Males
. & it is low in all 3 countries due to preference
& weferat i AR fear s ®) & for male child
FHIO g fHT 3T - WA, =T IR it chi heiiias
. ndia ina akistan
ITfoRET | % 2 Fertility Rate 2.2 1.7 3.6
. J
AT R per sq km ~
" OHR AAdE §  uiearsl g It means average number of students
SiaeRTer # Yer B aTey seat born over a life time to women
. it is highest in Pakistan followed by India
Hraa dea it is lowest in China
" IE T % A% NIRRT ¥ e
ek 8
. FAiTE e EN
. Which Country is More Urbanized?
" THH TS IS & § e aTelt STTeTdl
gfceTd &
" Jg RA I O H = 6 18 ITREd H e
Ffien §

Pakistan

® IO HAde © foh WG o -1 UTferedt § Y

- . . . Urbanization 34 59 37
Treior gttt & o7eft oft et wea T e © i iy J
It means percentage of population living in urban areas
It is highest in China followed by Pakistan, then India
Population 7 : i 3 It means there is still large no of people living in rural
pulat ) China and India very high, Pakistan low e b e et
Population : ; : ; p
Growth ) Highest in Pakistan, then India, then China aﬁ?ﬁu"rﬁgﬁm _ W,‘JT%F‘HW Sﬁ'{iﬁ':[
ghed aiq\scma
Area ) China much higher, India smaller, Pakistan . ) )
smallest ® SHEHT HACTS o H IcTiad aeqaAl AR HarsAl
Fopuletion ) Very high in Indi d Pakistan, less in Chi Wq@%
ery high in India and Pakistan, less in China
Density S @ga
Sex Ratio ) Poor in All 3 countries  foret o <At e A Eohet Tl 3e9mE A i % H
Fertility Rate ) Highest in Pakistan, then India, then China

Urbanization ) China much more urbanized, India and
Pakistan rural




What is GDP and GDP Growth Rate?

Example

Suppose in a country,
Gross Value of Goods and Services produced in Country =

In Year 2021 1000 Crores
In Year 2021 1040 Crores

What is Increase in GDP?

GDP ig;; ig;ﬁ What is GDP?
N Value of Goods and Service
Produced
Increase in GDP 30

What is GDP Growth Rate?

GDP Growth Rate 30/1000%100 = 3% —| increase in GDP Compared to
previous year in %

— SfEfihiehd gt 8, Sfirek Ie ST T & gl o forehT § ANTeE R ) R Sfeiiichd g § HiY & st e
377k Bt 21

Hehet Ote] IedTe o R & e

= O <9 T U8 (7%) B, THF S WA (16%) ST IR (24%) T T 2

" SHH A ¢ foh = B T g HH TR S SR TRA S iRt 31 fft €
ar & w1 e

gt 3 3 A ST © -9RA: 54%, 9 52%, TR 57%
aitentires & w1 fewan

v i T SNenfites & 1 A TR 41% 2

" uRa A fewsert fad 30%

» TSR i 3T A T 19% STENfisheRtor aar <v ®




HTdeet s ferawor
" Y Tt
R S AToREd | 3t oft are)
AT § AT Y W
" FHHIEHEAIET R
" (IRA T 43%, IR | 41%
STerfeh < | 26%)
A foreRTa TR FT §?
T T G & S A foehrd o fafie
1 H ST hT HIAT B
" T SR T e
" =
" e S W)
Terfir wrrer fererTar wioheren o/t 82
3q AT °, & frefoaftad o €

Services

Distribution of Workforce in Different Sectors

India China Pakistan
43% 26% 41%
25% 28% 24%
Industry
H?gqs']?h 2 32% 46% 35%
€47 ‘
o, L v 4

Large Share of Population still dependent on
Agriculture in India and Pakistan

China more industrialized so more people working
in Manufacturing Sector

Service Sector also providing jobs in all 3 countries

St e Stk § fehel T deh Siford Te 31 Ut <t STt 87
Tt e o fted av forelt TR ST ket ST % A oht e

i Sk Tehet TSI 3T i =ateh

el v & e & Tl v & fier A At At o Ee
RRyaeg X STH o AH L dTed Sl o 6T

T g T el i ST H o THA W STt AfeerAl ht de
M Y o AT Sredl aTel] SIEed | ST St SresdT glarst shl Suctstdr

W Y FHH AT TSI STt SHEEt = YIS T TS

FITA sl 21 Tfqwrd

T s oht Gt o e & foTu srrarseres gty qives dea e firera




( HDI1 )
'MUMAN DEVELOPMENT INDEX

Long and Healthy Life Knowledge Decent Standard of living
Life Expectancy Mean Years of Schooling Gross National income
No of Years Person is expected to live  |No of years a person per Capita
Infant Mortality Rate has attended school Income per Person
No of children who die at birth Population with at least
) Basic Sanitation facilities
Marternat Mortalily Rate Availability of Sanitation
No of women who die during child birth Facilities like Toilet
Percentage of Undernourished Children Population with at least
Basic Drinking after
No of Children who do not get Availability of clean
sufficient nutrients drinking water

forfar arrer forermer wkaent R WK, urfeReaT ot =i <R ¥R et &2
—> = TV Tt AT fohTe Rt T R ST TR & e X T
ELttau
*  =f o A o Yerehich T T e 3= @
" 3 Io Wi oAt ST, o Sa JearT 3 hett e o 3w sieq o o &
v g R SfiT AT ey o P e sreeit e oft e R

< <9

v e wEsar 3R s Y | i 7 IRd S wiRed & e @

Long and Healthy Life Comparison —
India, China and Pakistan in HDI

India Pakistan
Life Expectancy 69.4 76.7 67.1 — Higher the better
Infant Mortality Rate 29.9 8.5 57.2—= Llower the better
Maternal Mortality Rate 174 27 178 — Lower the better
Percentage of 37.9 8.1 37.6 — lower the better
Undernourished Children w Vi

N

China has better health facilities so has
better life expectancy and lower mortality
Rate compared to India and Pakistan




Knowledge and Education Comparison —
India, China and Pakistan in HDI

India
Knowledge
Mean Years of —— B.S 7.9 5.2 —* Higher the better
Schooling AN S

China has better education facilities
compared to India and Pakistan

T AR UTfeREaT foTardl Hehdent UR SHaT Tesia i &2
TEAAAT Hohdehl W MR UTfeREd T 37T = SHT | FHTh W &
WA ¥,
» oY R ot TN, AU G ST UToT S shi Tedaldl 3 Tordsl A aaTieteht &
» A F oft 3 SR 2 et Fafid w7 & I 8 Ted € i fafire aeefe gt et et 2
AT H
= wHEuHE EmE
" ST, TN o O ST EhT T S wiforeh STfre e &
qrieREaT |
» o A ¢ 3R AR i w9 8 g S @
» feR WTTREAT 8 AT §U § STl HAAT J HOhI R STqE e shel Y form @

» S fIhTE Hehdehi § I8 ® AR TadaAdT Hehdehl H SHeRT 3TV &
B T ST Hehdeh! § Tl Sgal YESi hdT & Sfeh HTel forehtd Hehdenl # 37+t off 1 HeaT oITehl &
® el T § i AT oAt EeaT S S | ITfREAT WA O Sgdl T3 {8, iR 3T Hie W ag e

Which Country is better to Live?

China India

. These are
Advantage Disadvantage Human
Higher Income Lower Incorme Developmen
Better Living Standards Lower living Standards Indicatars
Disadvantage Advantage
No Demaocracy, One Party One Rule Demaocratic Country - Different These are
No Right to protest of Citizens Political Parties and Elections Liberty
No Independent Judiciary Constitutional Protection of

Indicators
Fundamental Rights of Citizens

Independent Judiciary to protect
l people’s Right

Development Indicators but indicators but have werk to do in Human

China is better in Human India performs much better in Liberty
lacks in Liberty Indicators Development Indicators




TTehEaT H goR Tfshar

TTfREaT 3 R & uEer ofit ang
T TeviA fRaT?
— R o 1S RS T e
Teqal H B e :
) w Pakistan's Performance
> il . Before Reforms After Reforms
1970-80 & (1970-80) (in 1988)
s urfreaT # S e = GDP G;o;\‘:/th Rate GDP G;o;/\;th Rate
IR A oga off (TR 1 5.7% . g J
il dc LRUESSERD] 6.3%) f After Reforms \
g&TTﬁ‘ﬁ?aTa‘ GDP Growth Actually Declined due to

Volatile Performance of Agricultural Sector —— (Too much dependent on Monsoon)

— UiferEae it foemma o Tgea

Lack of Industrial and Service Sector Growth—— (Products not Internationally

5.3% 1‘5’T|'§ competitive)
UTfeRETa shY erefsaaeaT 6t %ﬁﬁ?{@ Growing Dependence on Foreign Loans —— (Low foreign exchange on Export)
EFI‘E'{?J‘EFITUT Qck of Political Stability ———(Too many military coups, Govt change)/

1. T &3 T TR TG9i
" TR TS ShiY e e & S wHgH W STt fft g
B T BE o NI o S, TeREd T ohi STfeereelT 4 37<aT Yevid foham

" gTcAlfeR, TS HEW o SN, TIfeReT sht STeferarcelT <kl fRerdT AT TohRcHe: Jafet kT TTHAT T 8T
2. aitenires Ua da & % ferehrar o et

" TR ST STEfiTen et o G i S g SFerredier Tt o sfcrereff s 7 werm e 8

»  gafore, ik & i e @ frata aga w9 & (SR =i o T )

" ST ST, TE TU STTES @t ok ferehrer e foRa & (s Y ot STTE Faret 1 et wgd R
3. Toresft smoT W et v

»  orfeea 7 et qET oh e Eia fata e R

" T A UH (S ST, HYTh I STHNIE) W o ST STl TR e 9 8

® S AATET, IR T T =17 3T TR T <) T SUR o1 gt off

" 3fre ST % WiTEr o VT I HYG e BT U}
4. Trrtferen Rt &1 srvma

" qIRRE H BT ERT SRR q&aTieie 8 &d &

" 3Eeh T 3H QRN FarT T T B WhT ST 36k e o [oTg, ATawaeh o




CLASS 12
CHAPTER 1

g I fAEfeRad srarmune st ISR sham:
i TR & St
= SR TR % e

" EEHITRITE S HHEHERIE
srferare u, Ueft womeht & forash gror foret der 3 arqatt
ST G o Icared, farshi 3 @lieert it STt 21

Tk STTSATEAT H &A1 o TR SR TEqaAl o T

Example
Suppose there are only 2 people in an area -Factory and Mr. A

Factory Sells goods to Customer A 3 —  oths gwm & fube
A pays them money -
SrefeareeT Y IR & 7 ferifora fomam

JIL Produces and H ' . TR

e Sells Goods =— Factory is Producing and
il [— SCS 25 .
e g e Selling Goods to A 1. Tt g
| A Money ‘ v s ot o s % wge
Factor A =
¥ . & Tannfired arer Tt Sem s 8 2
A also works in same factory as Employee EEIRERRICEIE R ERkn ko)
Factory pays him Salary wmifiret & fomeT wafired aer %
H " ’JIL = A selling its services to Factory T =
Job (Service) [l === 2. TR o
‘ Salary (Money) | W'hat o~ Economy . 3 & U HEah TR,
A Factory It is a system by which )
Goods and services 9 %’19 T, T & R 3= A

\_ are produced ,sold and bought Excilntc %| FT A 3 &=
et e 3 TaTeed darel SR e o1 W T @ O F A, WEHR U HuET S i e fafies
(HITTSUET), A ofe qTek AR (T omfe & wream & Seaved wfafafer ot weeft 31 gufer, wft shafrlt &
TS 26 AT TS THT G AT Arelsteh &t o 3usha (e «ft eeehnt & o weiferd €

3.‘@@@3&

» (Rl T U HHE ST AT R T T |1 T8d & ST T &1 IS § HIsH Fid €, U TR FHEardl 8] Tk B T STHI T
# iRl T oot T B TH TR ATE WA <AL 5 Bl b forwrtor S & v 21 3 <vr et F gt % w9 w1 I 8
R I FATG 8| I T8 8 ST TR Tl & 1 3 & S I T & SIS BT o HIforeh @ S T AT 2 37
Tl T (SEEAT) T & % B

» A i foR ST AT R v st e sfea fafiee (SfeTsue)” § i S 7, S U R St 8 S e &
U siferd & ST ot HSTTSueT T & U Heiferd g




Coal India Ltd. (CIL)
John works in CIL

Household Sector Government Sector
v o deEi ffite (STReTSTe) 1 Gfied g S o U R, A g i e & @ weia ¥ oi
"STRSTETE" (ST ek TS5 g & ST fSrersh T ot wm e fofa S v ) Foft &t & wiifira 21

1\,%]{.559 Reliance Industries
Armbani Mukesh Ambani owns RIL Ltd. (RIL)

Household Sector Private Sector
4. et &
T AT QT H AT 3% ¥ ST I ATt et SR Hanedt o fatd S A it 21 e ey o & 7R 3§ 8 e
ot wame oft mfirer R

4. TG 80T 39 &5 H I H AT 39 | SIE I ATl aegat i wareii i fatq o s i ¥ g6 oo I ¥ s am A e
are forffer yare oft smfirer R

ST Y Ieqra iatarferat

Sale of Goods and Service from Firm to Household
GOVERNMENT
(Central Govt, State Govt
and Gowvt Companies)

— — .

FIRM HOUSEHOLD FIRM HOUSEHOLD

HOUSEHOLDS L —— . FIRMS Lotial Servi

B Sell goods egal Service "
(Customers, € {Manufacturers, Traders Shop g » Customer Lawyer * Client
Employeesete) Service Providers

N 1,7 Factor Service From Household To Firm

y s

M HOUSEHOLD FIRM
Rent (Factor Service)
Office

EXTERNALSECTOR

IRt EXAar: HOUSEHOLD
and Foreign Investment

Job (Factor Service) Factory

Employee Landlord




r..-----d

In this case, Government purchases different goods
and services from Firms to provide to public

Provides Goods
Factory

(Firm)

» Government Dept
(Govt)

EDUCATION - Many Employees also work in Govt Departments

Government Provide Service Government
Employees *  Department
s N (Households) (Govt)
POLICE
ROADS —
Mg vee st & o foream & T 2

TgaE el

In this case, Government Companies produces different
goods and services and sells to Firms and households

Example 1
Service Provided by Govt to
Households =

y.'4

Internet Service

e ———————————————

BSNL

{Govt Company)

Customer

{Household)

" Example 2
Goods sold by Govt
to Firms =

Machinery

BHEL Factory

{Govt Company) (Firm)

»  fSft cafeRat an Safl o st areft et o o e TSt & | deiftrd € ST 3o e S 3Treeye I Sl 3R
TS T ST AT 2| HTITYL T IcqTe HiA o6 Feag, Toreft «ft Ier =t 5w 39 ot STrarvarenan el foreft Serm =t aifea

HTITYZ I~ FH o6 T T §9Y hT SATSRAHAT &1 Heohell & AT ST $IYL oh1 HATARAFAT &1 Hehell | Fohell I2H bl ST

Tt $qC ol STl

AR R, ST AR qrgw  Entreprene
IR Afvr & fererfora feram
TRk §HTEA ST 50 Capital

* RRE W W SIS
(FgAT SR HareAl) A
Eiceicaeic S ST
TR Y2 Al SATTIHAT
Bl 8, 37 =R "Ieq1ed
FE' A IO h
9" T ST 8 e
% ¥ IR FR HEfarad
g (st fop ot o fomman m 2):

—
Interest

t
Natural Resource$

(Output)
Gaods & Services

In Lerrnr:
(Rollec .‘:[eef;

Consu tion

(Tmctor)

Durab]e Non- Durablr: Services
(Life > 3 Yrs) (Life < 3 Yrs) (Education)
(TV, Car}]  (Clothes, burger)

1. FErFY: I e ST SHRGH ISTAT & TR FAT ATHTI J[& HAT 8 F ATk Git, 27 3R TTeh ok HATET hl TF IeH o &9 H T A1l
S T SRGH ISTAT & S a3 "EAT" 3h TG FLdT 2| IeTHT T 38T © TR T8 Sy &7 6 Faiferd 2

2. Gt 31T T g oeit ifsr, forr 2 shfash 2wt 8 TR STie 3iehior & sharet wiifdeh et aeqeil 1 €t gsft 77
ST 2| Y, TS 7o, TR, STeRT S T 8 gSit o Fidwhe i ST el S 2l

3. SITehfcreh TATE: TTHfeh SETEHT # {37 ol 7TeT A & SiT WTehfeh &9 & 3Teted 8 3R AMe Fid sfwrarett & arem &
SeqTfea Tt fore ST 81 SR fareh wTeT 3 Sfivhet i fERTET" et ST R

4. 9T I WIS 217 & ST W 31 AR B Fehell @ 37T I8 STFHCA, STe-FHI1et AT HIA B Wl 8| ST IS WIH ITTH bl ST
217 T AT 2, T Teel 9 "HeTQt shl ST AT 21 Afien (S 2 AT e T 6T ¥) U 36 & S s 4 § et 2




ATHT & THR
HETh AT

" 3 - | ST U SR ST Seanfae TRy Tw £ Ao Seht SR T o ST weRar @ 31N sifom Seure # ufEtdd

B % ToTe 1T it Seanet Wik & ST et 21 IaTewr o fore, Tt sfte. Tt Site wh SwRinT S € e for S wehar &
ST W ATSHIATE, ITRTYT T ST 3w Icarei § sgei hl SATagIhRdT 2l

sifam arer

" ol o Ieaned wfskr § g ST aftard T S 81 sifow sy 3 R i 2 wehdlt § - ST A S gSfird e
1. IUWNT TEGU: o Y, ST T ITHIHIAT GRT ST T ST & A7 STIHT T eohiet STTaRaehal 1 T ! 8, ST a&qq
FHEAT 8| 3 o AT % & TR 8-
(i) TeehTS: ST Seq: ST oAt S ST qid WHTH e Bt aifeeh ofel TH qe =il 8, STHITHT [Eoh1Ss o, heetTdl 8 STHITH
feahTe QT T Sita SATHA W 3 o & 31freh ST 21 IR 6 ToTe, Se] ST, ITHITHT Jeiarg e, efert 3|
(i) TR-FeehTe: SUeTRT ey ST SRy it i ST &1 STt & 7R et Sftart ST o) 3 ad & & grT 21 3T o fore, Hied
TETEH, SIS, S84, TS, HIS AT
(i) TaT: TATE 7R § ST Faret Tk TR sh I Y &, T, ST @ ST o ST 81 Jarewr o forw, R, s,
T, TETEey Ut 1Ml
2. firer ;1S Ferse o wpfar 3 st osft @t st gt frreferfae ot forgiamd &
(i) =& wra i s s Seafe foeres smeege @
(if) 78 TR & AT 26T IedTa STHAT (JTSTR H sl T o o) 3 I o 392 o &9 | i T 2
(iif) $9E % & H 1l L T, I TREfre a1 o T g 2
IRTET0N o [T, e, et T IcaTet forell shrear™ H forarm Tt BT 34 ieTe Ig Uk foehtss Sedma 81 et ot | 71 37 =raret i iy
ICUTT o IcATE W Uk §19C o &Y H 1 LT 8 3T Tk $YE & &9 H 1 Hd T I8 TG Fel BIdT & ST STET 8 THT & a1
TEAT 8 (SF H T2-Fe Tl T o BIAT & Aokl §H T Te| g Wohel 1oh e 98 LT & AT eH 2l T 2|
HEt AT refemret sitfoen ISt o 2t st A § Afer et i gfra & st oSt oSt & eyt et S 1 o7 S B i
Siforat o ferwriorar feram S wemar 2-
(i) ¥t osfr (firr )
(ii) fercfrar g5t (%)
(iii) TGk ISTt (U2, Hidfise 3fe)

feoauft:
ST S ST e U foRT g ST o arer-arer dsfira areq off 2wkt 2| 3aTewT o o SfffiT wefiv. 5t %18 st 3o
IS G 3 FoTq ST = & ST HfiT o6t START X TET & 1 I8 STHNT A % T F e

Afr, afe aet i wefie forelt el g s A 31 SaTd e i ¥ T @i ST @ 7% oS awq % w1
1 AT 21 AR TG o HIH H, SIRT T 3T ST ISR o FoTT €t §U 0 1 IeaTe i o T foram ST aaT 2, 7 o = 3
37T % o

TANTE I3 I ITHTT 2 AT Ui, 78 30 e o oft e et @ frh o et st fom < e 21 afe foreft g ot
JTANT TSI & S o FoTg 5 377 a3t/ Aaait o Searan o forg foram SiT Tt & i 18 iira o &t 3eTeeT o forg, sty & o7
o fIU s Edied & a1 I8 ST o foTu 373t Bl 8, SAfohe STef "1t ol ST o for afterg §amd 9e o o foft v @diedt
BTN R ST ] o S )




fecauft:
weFArdt AT 3iferm oreq: Uk fore areq ifermr S werard off 21wkt 81 SaTetor o forg, = ot iR | Ser <h1s sfth ST Se] Ui
& forg =my < afat e T @ @t e it € it awg g

R STer Ueh =T forshdT "SI QIR R ST 3 ISR sie ok fofe =i skl afvait @i @R a1 = o gt qesrerd |
] & SR = Sifom aeq 21 S e Sifow & werad, gweht fafine forrar e stfom e 2

=TT oIS o AT H, STSTR H ST Tiee =T 31 81T €, SHIT "= S oq 21 AT BXe] SRS o forg = ot wfrart
e ATt AT o W H, "= < afE ST § Sifi o aTeft a8, sat e < gt i g gn

G R AT AL
[ MIIII]E[I[INI]MI[}S Vs MACROECONOMICS

i fonfem frm R He®  meome
mﬁqﬁw ¥ o |Ngum. .
A 3 inoomse
R SN - — E a Expenditflre
FTTET F IR I @ @
whw & oo | g RS
HTEShIgh I TR e
ST s R T | 9
Fza ) g
EI'FF{ 31'@'911’5{ E couwv
MACROECONOMIC BEHAVIOUR
— H_\&HW et PRODUCTION FIRM
srsforeree ¥ Feqell s ’
YTt i AT F IAR-TTE o Hefer § AT ST o A8 SGETAT G I 7 forehedt 7€ £ iz e 2
ETTRI %% TEel h WM LT &, S -

» T ST et s AT ST A

" TR o ST SR AT Ue HaTal ol hiwdl o Heie # AN 7R e gi ferg g fofan
" IUVIRH RN, T Ak o &9 H AT TF GE & &7 4l

® G 3 om o ai, e SR o ST, 7 31 e 3 o S [t wfie 2

v SyeforaeT F fsIuT S % fore e & U A

SfEehIOT STHTIT ST 2 Microeconomics Macroeconomics
" g qF T T foh AR § 1 sedd ® © §,
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CLASS 12

CHAPTER 2

National income ¢

Country A
Fertile Land
\More Natural Resources

No Industries

Sells
Raw Material

le——
Sells

Finished Goods

Which Country will be More Rich?

T hosTT B9 H his F7 STHR T o Srar

GHTYHT SRl IcdTe TTshaT ST &UTaRd ST 81T

Country B
Desert Land

Very little Resources
wore Industries /

Country B

Possessing of Natural Resources
doesn’t make a country rich

It needs to be transformed

by a production process




g ht 3TiieR wueT fehrd Seuw BT &2
PRODUCTION

= foreft 33T Y anfdieh Tufr GEeRT F FsI | INPUT - ——————>  OUTPUT
i i R Example 1 o

A Factory converts Mango into Mango Jam

" JE EE aTd W AT § foR Seure o vare _
ST A 6 [T 3T HETEAT BT STANT t Production
\

IERISIRIR ‘)'\ e
" T ICUIET U I S G T I gt 2 MANG;‘
MANGO JAM
IeUTSH T TATE FAT 82 (Inputs) (Output)
* o o ¥ R e w1 swEm w -
T SRt 3T |t 1 SeaTed Tl Mango is different from Jam

- a@aﬁm@aﬁﬁ?ﬂ%ﬁ %l During a production process,

A product looses its specific

= TH IARA gfsraT &7 3113‘{32 31T 3IcUeT characteristics and get transformed
into a completely new product
TSR T $YE o FohalT &

» O A R ue R e e et At @
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» T firet g 1 Scaed ! @ o o et e &t =t @
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" IoUTE WSR3 G, TR 3eaTe STaeT ferfire fermat B @ 3ar @ it e i ave @ ¢ 3o # it & S @

" e STERT 8 ST U ¥ T € 7R W S ¥ forespet Svem 7

This is flow of
production of
goods




Output of One production process may
become Input of Other Production Process

Farmer Spinning Mill Textile Mill Tailor Customer
Produces @ Produces :> Produces [:>Produces Buys
Raw Cotton Yarn Cloth Shirt Cloth
Cottonis Yarn is Cloth is Shirt is
Output for Output for Qutput for Output for
Farmer Spinning mill Textile Mill Tailor
Input for Input for Input for Final Product
Spinning mill Textile Mill Tailor for Consumer

Tt 3 Sifaw arer

Example

Suppose a Farmer grows Sugarcane

A sugar factory uses this sugarcane to make Sugar
A sweetshop uses this sugar to make Sweets
which is purchased by consumer

Jalebi (Sweets)

Y s

Sugarcane and Sugar are Intermediate Goods Jalebi is Final Good
as they are used for further production as it is used for consumption

\




Different types of intermediate goods

! }

Used for production Used for resale

Goods Goods

Purchased by Factory Purchased by Shopkeeper
Example Example

Purchase of Wool by Purchase of Sweater by Shop
Factory to make Sweater to be sold to Customer

/A B c D b ™

Shepherd ©=——) Manufacturer =— Shop =——) Customer
Wool Sweater Sweater
This wool is This Sweateris This Sweateris
Intermediate goods Intermediate goods Final goods
for B for C for D
asitis used for asitis used asitis used
k Further Production for Resale for Consumption /

Same good may be Intermediate for One & Final for Other

Example 2

Suppose a company A manufactures steel
It is used by company B to make Steel Chair
This Steel Chair is sold to Wholesaler C
who sells it to Retailer D

D sells it to Customer E

A B C D E
Manufacturer =——p Manufacturer =——) Wholesaler == Retailer =——=) Customer

Steel Steel Chair Steel Chair Steel Chair

In this case

Steel is a Intermediate goods as it is used for Further production

Steel chair is also intermediate goods for C and D as it is used for Resale
Steel Chair is Final goods for E as it is used for Consumption




e qadT

A B C D E
Manufacture™=— Manufacture™=— Wholesaler— Retailer— Customer
Steel steel Chair Steel Chair Steel Chair
Rs 400 Rs 1000 Rs 1100 Rs 1200
. H/_/
S
Value Additionin all these Stages No Value Addition
Thereis There is
Value Addition no Value Addition
in case of In case of
Intermediate goods Final Goods

Different types of final goods
1

| !

Used For Final Consumption Used For Investment
Purchase of Goods by Purchase of Goods by Business
Customer for Use to be used as Fixed Assets

Example Example
e
- Q..

Computer Purchased by Computer Purchased by Office

Customer to be used at home to be used by Employees
These are also called These are also called

Consumption Goods Capital Goods




What is Production Boundary?

Itis the imaginary line around the production process

It includes all the producers and activitieswhich causes
value addition

Example 1
Cotton Yarn Cloth Shirt
Farmer ———=) Spinning Mill——=pTextile Mil >Tailorfc »Consumer

\
\.

\

\

'
This is Production Boundary

In above case,
Production Boundary covers Farmers, Spinning mill, Textile Mill and Tailor
It is because all these are involved in production process

Consumer is not part of production process as they do not create any value addition

Why concept of Production Boundary is Important?

All goods purchased within the production boundary are Intermediate goods
All goods falling outside the production boundary are Final Goods

Example

Cotton Yarn Cloth Shirt
Farmer =——) Spinning Mille—=)Textile Mile—=pTailor|——=pConsumer

Note
Raw Cotton, Yarn and Cloth are Intermediate goods
as they fall within the production boundary

Shirt is a final goods as it lies
outside the production boundary




Same Goods may be Intermediate or Final Depending Upon Use

Example 1
Farmer ————) Sugarfactory ———) SweetShop ————) Consumer
Sugarcane Sugar Jalebi (Sweets)
Here, Sugaris used
by Sweet Shop
for Further Production
So Sugarisan
Intermediate gcod
Example 2
Farmer ———) Sugar factory ———> Consumer
Sugarcane Sugar
Here, Sugaris used
by Consumer
for Consumption
So Sugaris a Final good
AT H TeTeh 3 UTE TR
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Economic concept of stock and flow

National wealth National income
It means total assets of It means value of goods and
a Nation at particular services produced by nation
point of time over a period of time
This is Stock This is Flow
(Measured at a particular point of time) (Measured over a period of time)
Example Example
National Wealth National Income for the year
ason 31 March 2020 2021-22

2TSH STAHI-FETeh IT T TREehT 22
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What is GDP?

It means Gross Domestic Product

It is the total value of all goods and services
produced within the Domestic Territory

GROSS DOMESTIC PRODUCT

V2 N

Total Only Domestic Production of Final
Value Territory Goods and Services only
(Without Any (Not Income (Not
deduction of from Outside Intermediate Goods)
Depreciation) India)
WA A AT TR

GDP includes Total Production within Domestic Territory
So it does not include income earned by Indian citizen working abroad
It may include income of Foreigners working in India

Example 1
Suppose in a country ,there are only 3 persons A,B and C
A and B are working in the country while C is working Outside the Country
Aggregate Value of Final Goods Produced of
A,B and C is 1000,2000,2500 respectively
What is GDP of Country?
Answer

GDP of Country =1000+2000=3000
Note

(We will not take income earned by C as he
earns this income working outside the country)




Example 2

Suppose in a country ,there are only 3 persons A,B and C
A and B are working in the country while C is working Outside the Country
Also D is a foreign Citizen working in the country
Aggregate Value of Final Goods Produced of

A,B, Cand D is 1000,2000, 2500,4000 respectively

What is GDP of Country?

Answer

GDP of Country = 1000+2000+4000 = 7000

Note

(We will take into account income earned by
D also as he is working in the country also)

feeuuft
S 2 TR R it &

" SR T T B IS

B ek AN 9 Hehdd EI%FL\")C‘HG

TSl TS ITATET hi

Tax

|

Direct Tax

!

Person pays

tax from own pocket

!

Example
Income Tax

l

Indirect Tax

!

Person collects tax from
Customer Pays to Government

!

Example
MAT S eeviee oo Sneion
GST

Different Types of GDP

|

GDP at Market Price

|

It is called
GDPwmp

1

It includes
value of
Net indirect taxes also

}

GDP at Factor Cost

It is called
GDPsc

l

It does not include
value of
Net indirect taxes




Example of Indirect Tax-GST
Suppose P Sells goods to Q for Rs 2000

Sale 2000 ]
P -ae—-> Q l If no GST Applicable
.
Amt Received 2000 ‘ Q pays P Rs 2000

Suppose P Sells goods to Q for Rs 2000 +5% GST

Sale 2000+5% GST Q | If5% GST Applicable
-— Q pays P
l Amt Received 2100 ~—Rs 2000+5% of 2000
Deposit to Govt ’ =t
Rs 100 GST — =2100

If GST Applicable, Seller charges GST on Invoice from Buyer
He collects GST from buyer and deposits to Government

Different Types of GDP
1

GDP at Market Price GDP at Factor Cost

GDPwp GDPrc
It includes It does not include
value of net indirect taxes also value of net indirect taxes

GDPwmp GDPrc

2100 GDPwp-Indirect Taxes

=2100-100
=2000




/Example 2-Calculation of GDPwmp and GDPrc X

Suppose in an economy, there are only 3 persons - A,B and C
A B C
Farmer ———— > Factory —> Consumer
Mango Mango Jam
Rs 40 Rs 100+5 GST = 105
Q/Vhat is GDP in this case? /
GDP at Market Price GDP at Factor Cost
GDPwe GDPsc
It is Gross Market value of It is Gross Money value of
all final goods and services all final goods and services

produced within Domestic Territory | produced within Domestic Territory

It includes It does not Include
Net Indirect Taxes Net Indirect Taxes
GDP,,, =105 GDP,. =105-5=100
TR e TATH Heh ST
ATAR Hed (THUT)

— g feaTe forad &
" el I HTAT A TS
30T
v St = foret e o e & % it Seanfaa ant sifa aeqet ofi Sarett 1 Here TSR gl
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What is Subsidy?

LA i il i L ]

Subsidy is Discount or Economic Assistance provided by Govt
It leads to reduction in price paid by consumer

Example

Price of Cooking Gas

Less Subsidy provided by Govt
Net Amount paid by Consumer

1000

300

700 Less amount paid by

Why govt provides Subsidy?
To Make Product cheaper
so that poor people can afford it

Example -
Subsidy on Cooking Gas

consumer due to Subsidy

To promote Use
of product

Example
Subsidy on Electric Cars

Difference between GDP,,, and GDP

GDP at Market Price
GDPwr

It is Gross Market value of all final
goods and services produced
within Domestic Territory

It includes Net Indirect Taxes

It is not considered for
calculating Domestic and
National Income

GDP at Factor Cost
GDP+c

It is Gross Money value of all final
goods and services produced within
Domestic Territory

It does not Include net Indirect Taxes

GDPec =GDPwmp - Net Indirect Taxes

GDPrc =GDPwmp - (Net Indirect Taxes-Subsidy)
GDPrc =GDPwp - Net Indirect Taxes+ Subsidy

It is considered for calculating
Domestic and National
Income

Note

National income and Domestic Income is always calculated
at Factor Cost, Not Market Price

Forwr & 1 e o

" IR o R W, o, Sf of Jafiar €
" A SCHEH o BT b (T ST AT anie e 2

" S O, ST, TR, AT
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Suppose A works in Factory as a labour
Factory pays him wages

Labour
A . ~  Factory
Wages
In this Case In this Case

A is Factor of Production Factory is using this Factor of Production

Wages earned is Wages paid is
Factor Income of A Factor Payment of Factory
AU AT T 82

" g HITTeR! ERT 3CUTE % ShICeh! § ITH 3719 @

e AT T ISTE0T
SeaTe o fafie s Torfir=1 shTeer 31/ (31 e TAT)
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What is Factor Income Received from Abroad?

Job
Employee - > Software Company

India Salary in Dollar USA
|

In this Case
Employee is Factor of Production

He Receives Salary from USA

\ J
R 4

This is Factor income from Abroad
Forder & spvraT <t ¢ Rk T T B2
" E S & (TR) § 3edTe o fordeft ekt 5T ST @
ELe)
" e SR FHERT wRA feod ot wiveasr st & fow sk A FmH A @I R
" OO H, ITHTERT S sl WA & S (hTeh IT) IT6 8T
» N ENHE 8, TE TowT § $Taw oY S ATt aex S 7

What is Factor Income Paid Abroad

Job
Employee . > Software Company

USA India
|

Salary in Rupees

In this Case
Employee is Factor of Production of USA
He Receives Salary from India

\ J
b 4

This is Factor Income to Abroad

TorQeT & Y15 e AT (TTUwSATST) T &2
» e TR O ARSI Hreeh 3TRr A Foraem shi ST b 7TS ek ST o offr a7 3 2
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What is Net Factor Income from Abroad?

Case 1 Case 2
Factor Income Received from Abroad 400 400
Less
Factor Income Paid to Abroad 300 600
Net Factor Income form Abroad (NFIA) 100 -200

NFIA Positive NFIA Negative
Good for Economy  Bad for Economy
et T 34U
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Different Types of incomes GDP GNP
Incc?me f?a‘rrneq‘ by | Included [ ——
Indian Citizen in India (Domestic Territory) Iiormel Residents]

Income earned by

Foreign nationals in India fﬁgg‘,’gﬂ %‘:r,-m tv) ;gfj,-éﬁ C;i ?:Edn »
Income earned by
Indian Nationals Outside India Not Included Included

{Domestic Territory)

{Normal Residents)

i




Example of GDP and GNP

Income earned by Indian Citizen in India 1000
Income earned by Foreign nationals in India 600
Income earned by Indian Nationals Outside India 200

What Is GDP And GNP?

GDP

Total value of Goods and Services
Produced in Domestic Territory

= 1000 + 600

GNP

Total value of Goods and
Services Produced by
Normal Residents

=1600 =1000 + 200
=1200

Second Method
GDP = 1600
NFIA =200 -600=-400
GNP = GDP + NFIA
= 1600 + (-400)
=1600-400 = 1200

f GROSS NATIONAL PRODUCT

/

Total Income of all

Value Normal residents
(Without (Whether in India
Any or Outside India) Goods)
deduction

it (Doesn’t have
Income of Foreign Citizens

D iati
\Eprecm ion) working in India)

Production of Final Goods
and Services only

{Not Intermediate

\

v

T,

f

GNP is Total value of Goods and Services

Produced by Normal Residents




Suppose in a country ,there are only 3 persons A,B and C
A and B are working in the country while C is Outside Country
Also D is a foreign Citizen working in the country

Aggregate Value of Final Goods Produced of A,B, Cand D is

1000, 2000, 2500, 4000 respectively
What is GDP and GNP of Country?

GDP

Total value of Goods and Services
Produced in Domestic Territory
=A+B +D

= 1000+2000+4000

= 7000

e AT

GNP
Total value of Goods and Services
Produced by Normal Residents
=A+B +C
= 1000+2000+2500
= 5500
Second Method
MFIA = Income of C - Income of D
= 2500-4000
=-1500
GNP =GDP + NFIA
= 7000 - 1500
= 5500

" T A o SIS BT & H ScdTiad aeqet 3 Sl 1 YE 99 e §
" T N I W Y[ ] IeUTE (TSI UHE) +ft et ST 2

FORMULA
T e — S whe - e

/What is Domestic Income?

Formula
Q\IDPH:: GDPkc - Depreciation

it is net money value of Goods and Services Produced in
domestic territory after Depreciation
It is also called Net Domestic Product at Factor Price (NDPec )

~

A

GDPFC

it is gross money value of
Goods and Services Produced
in domestic territory

Formula

GDPrc = GDPwe - Net Indirect
Taxes

it is not Domestic Income

NDPFc

It is net money value of Goods
and Services Produced in
domestic territory

Formula

GDPrc = GDPwmr - Net Indirect Taxes
NDPrc = GDPrc - Depreciation

It is called Domestic Income
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1. Tl e & =Tt o % e, anfrfsash I 3T e #ifiren, se7d ST T8 Tsh oY § A 2|
2. T Hridl S SRR W o U Ted & ST GHL 7 H HH H o Foaq FrRrfire Ao o €l ur i 8 39k |l 3
31 % G el o w9 § sramR R STt & S8t o &d 8, 7 ok <T@t 3 o e 2
Siradt & qreast foredt 21 3 ST fefert g Sefea asft enfdier Scares @ 8, =R 3 wsdi e 3 ofta fera 2 an far A)




TS 3T T 82
" I IR o SIS foRHT o1 o WHTT HaTRiT SR ScaTied aeqat ST Herstl o1 dohet 6 7ed ©
" S I WY T 3T (TR ot e <irer 2

FORMULA

TG THHT = STt Tt - Aeag
GDPrc NDPsc
It is gross money value of Goods It is net money value of Goods
and Services Produced by and Services Produced by Normal
Normal Residents of a country Residents of a country
Formula Formula

GNPrc = GNPwe - Net Indirect Taxes| GNPrc = GNPwmp - Net Indirect Taxes

NNPec = GNPrc - Depreciation

It is not National Income It is called National Income

IaTE0T
» 7 it for foret e 3 T e SR Seafed aeqet ST fae i Fe 4o 140 3
" ST gt o T e 20 §

TR T T 22
ST} TRt 140
g 20
T T (i 3Tm) 120
T Heag ™ i W foRaT TaT 82

— 38 AT et o 22-he % fewer & wer foa smar &
—> Torelt a=T ST AT AT T e Tt HiS[ET Ui SRt (STt St i I T § @ foRT ST @

—> AT, T T I T IeqTa STH T oh 7T 38w i &
IUAIR HTHA |

—> T 140 TR T ST S IR 3600 § 20 TR Heagd i S @ T T
—  FEMAT, 397 7 oTd 120 T Y 3T 3AoH




Domestic Income

NDP«c
It is net money value of
Goods and Services Produced
in Domestic Territory after
Depreciation

Formula

NDPrc= GDPrc - Depreciation

It includes

* Income earned by Indian
Citizen in India

* Income earned by Foreign
nationals in India

It does not include
* Income earned by Indian
Nationals Outside India

National Income

NNP:c
It is net money value of
Goods and Services Produced
by Normal Residents of a
country after Depreciation

Formula

NNPrc= GNPrc - Depreciation

It includes

* Income earned by Indian
Citizen in India

* Income earned by Indian
Nationals Outside India

It does not include
* Income earned by Foreign
nationals in India

How to get National Income from Domestic Income?

National Income = Domestic Income+ Net Factor income from Abroad

NNPrc= NDPrc + NFIA

Example
Domestic Income

5000

Income earned by Foreign nationals in India 100
Income earned by Indian Nationals Outside India 200

In this case

NFIA  =200-100
=100

NNPsc = NDPec + NFIA
= 5000 + 100
=5100




Example-How to Calculate Domestic & National Income

Income earned by Indian Citizen in India 1000
Depreciation 100
Income earned by Foreign nationals in India 600
Income earned by Indian Nationals Qutside India 200
Indirect Taxes 200

What Is Domestic Income and National Income?

@lﬂﬂﬁﬂn of Domestic |nC0® éalculation of Domestic Incunb

Stepl  GDPwme Step4  Calculate NFIA

Gross market value of Goods and Services = Factor income from abroad - Eactor

produced in domestic territory, income to abroad

= Income earned by Indian Citizens in India + || = 200 - 500= -400

Foreign Citizens in India

= 1000+600= 1600 Step5 NNPrc (National Income)
= NDPrar + MFIA

Step2  NDPwe Eam - 400= 900

= GDPMP — Depreciation _/

= 1600 - 100= 1500

Step3 NDPee (Domestic Income)

= NDPwe - Met Indirect Tax
= 1500 - 200= 1300

T SR T ThT AT
— ol B STEumoTSAT % g,
T IeoE A
—> TR & 7 SeaTfed aeqd S dard
(IE TR | WA ATIGERT AT AR 3 fareeft Trfent grr s1fsia feram S oekar ®, 300 foreer o o o aTel WA T TRt
1 377 Tt T )

I
—> TSI UHHT = TRt 3T o SR & o it Seanfaa at st st ofR Saret % 38 o qel
— SISt T = forEft aeT o =ie & o iR Seatfaa Et Sifm st 3T HaTedt 1 Hehdt o el
— STt Tt = foret e 3 Bt & o +fiax Sefed @t Sifam aeqatt St Sarst it wehet SR 7|
— TS Tt = TRt 337 o T & o fiax Seatieq |t Sifam aqet 3R Sarett 1 3 ae) g7

Tt e sreuTTe o fore,
T 3T LA &
—> ol 371 % ST TRl ST ScaTfed aequ STR SaT| (I8 WG H WA - AATHEhT ST AT FeRT1 # 31 i aret TRt
TRt R ARt TR ST Ehar @ (3uH v o foreeft At shy o wfiet T ®)
IETE0T
* ST TR = R aRT o BT ETEET SR Seaied |l Sifiw SRt 3T HETel o Hehd TSR el
» OO Ut = feret ot ok arTr e g Seted wt sifim seqet ST dare T 3 o Tl




» Sfawdt ot = Rt 3R o e e gr Seafed avit st aqet ST faret i aehe o qed|
* OO AT = TRt 33T o AT ETRE ST Sedtted at i aeget ST et i IS SN Aol

/FOV all Domestic Concepts. \ ﬂ)r all National Concepts. \

We mention We mention
Goods and Services Produced Goods and Services Produced
in Domestic Territory by Normal Residents of a Country

(This may be earned by Indian
Citizens In India or Foreign
Citizens in India)

(This may be earned by Indian
Citizens In India or Indian Citizens
work in abroad

(,t does not include Income Of Qdoes not include Income of

undian Citizens working abrow Foreign Citizens in India) /

Examples Examples

Domestic Income National Income

= GDP = NNP.

= Gross Money value of all final = Net Money value of all final

goods and services produced within goods and services produced by

Domestic territory of a Country. Normal Residents of a country.
ey & T

" o R @ Y& FRF 3 (NFIA) Sed &

"+ TURIATEY =T

" o + (foewT & AR ek TR - TRt 7 A I TS e A = T
We add Net Factor Income from Abroad (NFIA)

Domestic + NFIA =National G D P
Here NFIA = +NFIA
Factor Income earned from Abroad
less Factor income Paid Abroad G N P
Example 1 Example 2
GDPrc =100 GDPrc =100
Factor income from abroad = 35 Factor income from abroad = 35
Factor income to abroad = 20 Factor income to abroad = 40
Calculate GNPsc Calculate GNP«
NFIA =35-20=15 NFIA=35-40=-5
NNP#c NNPrc
=GDPrc + NFIA =GDP=c + NFIA
=100 + 15 =100 +-5
=115 =85
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Suppose you go to a Shop
to buy a 5 Star Chocolate

What Transaction Occurred in this case?

|Esrem
>_ Customer Shopkeeper
exchange exchanges
Money to Chocolate to
I Shopkeeper b = » get Chocolate get Money
) v, iy ,; ). S 7
— What is Money ?

10 Rupees J

It is a Medium of Exchange in form of coins & bank notes

When we buy goods, we exchange money for goods
When we sell goods, we exchange goods for money

39 THT T GAT IS TET TE AT?

T AT H, THR OTE e oty somet off

Example

Suppose a Mango Farmer wanted to purchase Jewelry for his wife

He gave 1000 mangoes to Jeweller and in return purchased one necklace

1000 Mangoes
1 Necklace
Farmer A Jeweller
Grew Mangoes Sold Jewellery
=

"

What is Barter System?
Exchanging one commodity with other
without mediation of money

g Tt somreft < wfard @/ §2
ferfererar i areq farf-rmrer sorreft ot somTedt & forem et ot forfermrr aeqatt & foram STTaT 21 2. 3T o oI, 1 shi g | sraett ST
TRAT &; ST AT o T B, 27 e TR1e7eh T Sw0eht Haradl o foTQ 7T o &9 3 118 A1 FTeret 1 ST o2 ST &ehall 2l




Problem 1 -Barter System
Problem of Double Coincidence of Wants

Suppose in the below example

1000 Mangoes
——
R ——
1 Necklace
Farmer Jeweller sold
Grew Mangoes Jewellery

What if Farmer doesn’t need Necklace?
What if Jeweler doesn’t need so many Mangoes?
Is Barter System Possible?

L J

Suppose in the below example

S v 2
) This is called
Barter SysteniPossihle Double Coincidence of Wants
Only if by chance s
Fa:’mer Wants Netkiace Both person should need each
oy other's goods for Barter
Jeweler Wants mangoes s
ystem to happen
ST ohl Teh GEL hi ATTTIHT & /
I TR T SR HAT 2 '
" el % led HANT o Hae ¢ foh
2 - ATHAT o TTE HISE
T TH-gH  Tw Swnft s
& By Farmer
AR @Tﬂ | 98 # Grew Mangoes
areq fafmer somedt 1 e smw
&) Ifeh I gl 2. K
" S EH UET 3 T AR g

| T fafre e e (@& @ a%q G
SAfeTaE) H WIS 2l e w6 srefraen ° o w5
HAeTs HHIS 2
-t sreferareen o & formd st w1 fafme aeqat
& fopa St 1 -t faf fafrr 6 aeq fafee
JuTTedt ST Eefid Har B gafey, di-wt sreferewer
Tty < e ferfermrer sromrett o g Teft svelerareern 21
ag farfmr soreft d wfsareat §:-

T 31 T JoTelt o ®9 7 aEq [ et &
Freferftaa Hieameat 1 amar ST Tear
STTITIHATSY h GIeL AN T TS

» g Tt it dvia & S 31 =t g Sefea

Problem 2 -Barter System
High Storage Costs

Jeweller
Sold Jewellery

Now Jeweller is owner of 1000 Mangoes

He takes a room on rent and Stores these 1000
Mangoes /

Problem 3 -Barter System

Difficult to Carry forward one's wealth in Barter System

LS

~

There is Storage cost of storing these mangoes

Suppose in the below example

1000 Mangoes

1 Necklace

Jeweller

Grew Mangoes Sold Jewellery

Now Jeweller is owner of 1000 Mangoes

He saves it in his home for future generations

After 1 Year, he dies

His son becomes owner of wealth of Mangoes

Now, Son tries to sell these Mangoes
But Mango Stock get Spoiled ,cant be sol

In a room
(if he had received money instead of mangoes,
there would not be any storage cost)

8 awq fafm someft § fafmer sy wifea &
ST 2

[EEISEGIE R ICH

&g fafma & aeg &t fonfor &
HISTE Ica= BNl 1 (i) ST  foIw, STt
1 B 3Tl § fernifora 7€t foparm St @ehar 21
& HorT i U hiSATS:

./

>

i

Difficult to Carry forward one's wealth in Barter System
(not possible to transfer wealth to future generation)
as goods are perishable

[

|

fersr & ST % foTT o 1 S e
A i 8 g, =T, HaRIT AT SR HATRHTT
IO GO ok T WS B AT ST s Ry
AT IMfH B AT HraT 2




" 3Eh G, HIA K TH Problem 4 -Barter System

WH ¥ g WH W No Proper Unit of Account
LY ﬂuppose there are 3 persons A,B and C \
Tfere SATTa et 2l 2l Who sell Watermelons, Apples and Oranges respectively ™) What is Price of
A ¢ Watermelon?
a—@?’ﬁ (@'@ =, @—d’ Farmer A agrees to give his 1 Watermelon to get 3 Apples from B ;
) It is 3 Apple per
“f:{, 311'%) ol BT g watermelon
STV STEWe & ST 2| 1 Watermelon b
4 oranges per
e & ATHT UTY kT 37T watermelon
R 3 Apples
HHAT-HAT FEJU HAT-HAT W_Gﬁ' >‘ g
: e o There is no
et 81 Foreft areq AT &t % et ot 3ok B proper
2 TSR ST Facl T &F ST Hehe aTeft But Farmer A agrees to give his 1 Watermelon to get 4 Oranges unit of account
T TEGAT T FareAt T A T Vo It is Difficult to
> 3 s > 1 Watermelon -
T & Eﬁﬁ how much
HHT /1Y e 2 4 Oranges quantity
in exchange
of another
Problem 5-Barter System BECN0)
Goods not acceptable to Other Person T I8 T FT g § b qHr
Al 1 ARH-IEH T sigoma #
Example \ &
Suppose a Farmer sells Mangoes STl
Customer is a Butcher who is willing to purchase Mangoes ST WA % HTHh hT 3THTS:
in exchange of chicken > !
But Farmer is Vegetarian and doesn’t eat chicken? a&g I idoree | wiesr %
‘m.'g} WA i R aeget a1 dare &
Mangoes = ‘Fg A 4 ded § sarr s sew frefafea
— . 3 \
— " =Y HIRITS 3o Bt
Chicken d w -~
Farmer Butcher Problem 6 -Barter System
l No Standard of Deferred Payment
He is X ﬂxample \
Vegetarian Suppose there are 2 Farmers
(Doesn’t Farmer 1 Grows Mongo
\ eat chicken) Farmer 2 Grows Wheat
Both agree to exchange their crop with each other
Crop of Mango is Ready
But Crop of Wheat will take 3 months to be ready

Mangoes
(Given today)

" A S ATl aEgS an qerer s

TOTSRIT o Heftr 7 STEenfd & w2l
" ST T SEEART Bt foh TTa o fog ngpemA
fort farfime St ot SoarmT fepar sma| ’3,',?521,,5'"

!

Problems in this Barter Transaction
In this case Farmer 2 will make payment at later date
(It is Deferred Payment)
How much wheat will grow in farm?
(No Standard quantity of Deferred Payment)
What if Wheat crop gets damaged due to flood, drought etc?
(No Standard quality of deferred payment)




T FAT AT TAT?

Problem 7 -Barter System
Lack of Divisibility

\

Example
Suppose a Farmer has 100 Viangoes

He wants to buy a horse

But horse owner is willing to sell it only for 200 mangoes
Can Farmer buy half horse with his 100 mangoes?

h s S e
1000 Mangoes =

1/2 Horse

Farmer Horse /

|

Barter System Not Possible

As Horse is not Divisible

{Certain goods cannot be divided ,
hence barter system not possible)

58 a7 e romreft st shfrlt skt g0 st o for St forarm it o

TTBTST BT STEXT AT TTE ek Ak ol +ff & Wt & (ST ol T
@ 1 i3 3fera 39018 T2 @ 1 3ferd b

fopeft 36 & T ST o ST TS & wferes 7 9T & ST ST

I SR AT BT AT & wafed foram ST we 2

T foreft ohT wefienrel et qreifie &9 & Wi

[EEI I IC] ST & forsa




How does Money overcome shortcoming of Barter System

BARTER SYSTEM PROBLEMS

Double Coincidence of Wants
(Both person should need each
other goods or service)

High Storage Cost
(Product purchased or sold has
to be stored in warehouse/godown)

MONEY SYSTEM BENEFITS

mmssd) Want Can be of One person also
(Only one person may need the good
And not both person)

mmm=) Money Can be easily stored
(It is easier to save notes than goods
No need of godown/warehouse)

Difficult to Carry forward wealth =) Easier to carry forward money to future
(Some items are perishable, cannot be (Father can save his wealth in form of bank

transferred to future generation)

No Proper Unit of Account
(No fixed price of a product,

notes and give to his future generation)

mmm=) Proper Unit of Account

(Price of All goods is measured

price varies with product exchanged) in terms of Rupees)

Definition of Money —

/ Money is \

Medium of Exchange |——

Measure of Value —_—

Store of Value e

And
Means for Standard

\Deferred Payment /

Functions of Money

Money Act as Medium of Exchange
Goods and Services can be exchanged for money

Money Act as Measure of Value
We decide Price of different goods and services in
terms of money

Money Act as Store of Value
Money can be saved and Stored for use
by future generation

Money Act as Means for Standard
of Deferred Payment

If Payment to be made in future,
we know amount to be paid

T T HAA e o HSR & & H T HHar 3?2
T, 31y et off e % Jer & w9 § wrf Rt 8, S wafy, 9, i ol
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B % o a7 T ) 3T & R e e wiers. What types of Assets are Money

#¥ v ARl Suppose a Person is very Rich. He has the following assets

e el =afen A sferer B s a foey ey s

¥ for el 3 3w F AW A B | e B
Tk 2

aTEY mﬁ Notes Coins

Money in Banks >- These are Money
— o H i e 3R ek i 2 8- REA——
2 &3 = ‘ P

— oW feATs fedifer + o fedifore i et g @l b
% cm;mweowrs —
T Bank Accounts Fixed Deposit -
~ Property

n o e e TR g ST fRT ST -
" A, 7 WA e S R

These are not Money

Luxury House Luxury Car




o
"3 YR T g S fRy St @

femie fevifren
St o s 3T TTe Tt | 2 Ui B femie fevifere et wmar @
v 3o fenie feuifSie e Sirar @ wifer 38 wimT o sheft off frehra ST okt 2 (31 @11 STRY :teh)

= feuifsre

= U AT sraty & fog s
3ITRT - Toparee Tedifsre 31 uar ffara aftgerear fofr St @

What is Money in Modern Economy
Money consists of Currency Notes and Coins

It also includes Demand Deposits + Term Deposits Difference between Demand Deposits and Term Deposits
Money Money In Banks
1
l V v
i .1. Demand Deposits Term Deposits
Money In Pocket Money In Bank
. Can be Withdrawn Anytime Can be Withdrawn After
fixed Period of Time

{ {
Example Example
Money in Savings Account FD(Fixed Deposit) made one time
Money in Current Account RD (Recurring Deposit) -made per month

Term Deposit
Fixed Recurring
SAVINGS BANK ACCOUNTS

Deposit Deposit

. B

CURACNT ACCOUNTS

{
Demand Deposit These are called Demand Deposits These are called Term Deposits
because they are Because they are Withdrawable

Withdrawable on Demand after a fixed term




AT ffear w32

Example
Suppose you go to Mc Donald's to purchase a Mc Veggie Burger for Rs 70

— ~

- -weTwre

Can you make payment by 7 Bank Notes of Rs 10?7 —  Yes, shopkeeper has
to accept Bank Notes
Can you make payment by 70 Coins of Rs 1 each —  Yes, shopkeeper has to

accept coins

Can you make payment by Cheque of Rs 70 ? —  No, shopkeeper may refuse
to take cheque

Can you make payment by FD of Rs 707 — No, shopkeeper may refuse
to take FD

What is Legal Tender?
It is a form of money which cannot be refused
by any citizen for settlement of any kind of transaction

" I Y R U §Y & o8 A oft A feret off wohm 3 ore % Fuei & fore 39 & s T R ThaT R
ISTET-
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Different Types of Money
1

v
Legal Tender

|
Cant be Refused by Any
citizen in settlement of
any transaction
Example

Coins

URA B i T 2 fres sia 9wt
AT R?
"7 AR W Tk YT §R
T SR fo ST & 3w ahieht
e STEfteTTs gr St forg
ST 2

v
Not Legal Tender

Can be Refused by Any
citizen in settlement of
any transaction
Example

L Ve

Fixed Deposit

3
5
FEL 2

*%

Fixed Deposit Note

Types

Legal Tender is also of 2

* Limited legal Tender
* Unlimited Legal Tender

Demand Deposit

Suppose | want to Purchase a Car for Rs 10 lacs

Can | make Payment of Rs 1

Legal Tender

0 lacs by Coins

Limited Legal Tender

l

Payment upto a Certain Amount
is allowed

Example

Coins

can be used to make
Payment only upto Rs 1000
in India

Unlimited Legal Tender

l

Payment upto any amount
is allowed

Example

Currency Notes

can be used to make
Payment up to any amount
In India




/ Who Issues Currency Notes and Coins In India? \

v v

Issued by Issued By
Govt of India RBI
| ,l, l

Rs 1 Note All other Notes

Concept of Fiat Money

mq‘w e g ol Does this Note of Rs 2000 has Paper Worth Rs 20007
forue aft FaT B2 g
" o R it e L T i R
1 21 81 7% et T P 37 T - = £
FferaT & w9 & Sy=mT foRa STTaT 21

ISTELT- HTET e I forereh ST TTSToReT STANT | 3774 B
HYHT AEE AR Forerent ot fhue W=t oIt et STaT 22

g o T H, Value of Paper may be of only Rs 1 Intrinsic Value =Rs 1
_ butlt has legal value of Rs 2000 Legal Value = Rs1000

Both are not same
So it is called Fiat Money

000000

Are Coins Fiat Money?

Earlier Now
Gold Coins Used Cheap Metal Coins Used

What is Fiat Money
Itis a currency note or a coin which does not have intrinsic value

They are used as legal tender only because of government regulation
Example-Currency Notes and Coins used now a days

= iy o e 3 R ST P T T e e e

Intrinsic Value = Rs 10 Intrinsic Value = Rs 1 H‘I’d‘i off forenT 1iafes T oM Eﬁ, 100 S92 3 =iet o foreres hr
Legal Value =Rs 10 Legal Value =Rs 10 > o

\ ) \ ) IR qTd 500 T o

Both Intrinsic and Both Intrinsic and Legal value

Legal value same are different

It is not Fiat Money It is called Fiat Money

Ad,
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Example

Suppose a Glass is of 300 ml

it is filled up by tap water in 5 seconds

it means water is flowing from Tap into glass at speed of
300/5= 60 ml per second

r k.

= This is Flow | = Water is flowing at a speed of 60m! per second

—» This is Stock | -2 There is Stock of 300 ml of Water after 5 seconds

Ke P

What is Stock What is Flow

It is a variable which is measured It is a variable which is measured

at a Particular Point of Time over a period of time

Example Example

Amount of Water in a Glass Amount of Water flowing from tap
\ into glass per second

Suppose | have Rs 50000 in my bank account as on 1 Jan
I spent 10000 during the month of January

Now I am left with 40000 as on 31 Jan

What is Stock and Flow in above case?

A ¢ ' A
Bank Balance
Bank Balance s 40000
Rs 50000

Wistidw e
P ] Cash
Bank Balance Cash Withdrawn Bank Balance
as on 1 January During January as on 31 January
It is Stock (Measured at  Itis flow (Measured It is Stock (Measured at

Particular Point of Time) over a period of time) Particular Point of Time)

Difference Between Stock and Flow

Stock Flow

It is variable measured at a It is variable measured over
Particular Point of time a period of time

Example — Period-

Bank balance as on 31st Jan Cash withdrawn during January
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What is Money Supply in an Economy

What is Money Supply?
It is total stock of Money

in circulation with public

at a particular point of time

Example

As per RBI Press Release,

total money supply

as on 31 March 2021 sl
was Rs 188 Lakhs Crores

Is Money Supply Stock or Flow?

Money Supply is Measured
at a Particular Date
So it is a Stock

Different Types of Money Supply

v v
Legal Tender Not Legal Tender
1
| ¥ ¥
Coins Balance with Banks Balance with Post Office
Currency Notes l l
| Demand Deposits (DD) Demand Deposits
Saving Account Post Office Savings Account
Note Current Account
Both these are called )
‘v Term Deposits Term Deposits
Fixed Deposit in Bank Fixed Deposit in Post Office
Recurring Deposit in Bank (Except NSC*)
. O I

i

Definitions of Money-M1,M2.M3,M4

[ All these are Categorized into 4 legal ]




HET ATY o feTg RBI T TehTHOTA Siehs

SAEHATE H AT oh AIHA H 4 TTE o SAThS TR Ll &
TH1,TH2,TH3,TH4

TS Toh-Teh Lok 38 S H ST

What is M1

M1 is total of currency notes and coins (CU)
+

Net demand deposits issued of Bank(DD)
M1=CU+DD

What is Covered in M1
1

v v
Legal Tender Not Legal Tender
1
} ¥ )
Coins (CU) Balance with Banks Balance with Post Office
Currency Notes (CU) Demand Deposits (DD)* Demand Deposits
Saving Account Post-Office-Savings-Account
Current Account
- 5 : - - y
Fixed-E cirrBard Eierd-B B offi
n v B (e NSE)
Note
Only Net Demand Deposits covered in M1,
Not term Deposits and that too of bank (Not Post office)
Net demand Deposits means Demand Deposits of public
and not demand deposit of one bank with other bank
What is M2

In M2, We include savings depasits with Post office savings banks also with M1
M2=M1+Post office savings banks
M2=CU+DD+ +Post office savings banks

What is Covered in M2
L

v v
Legal Tender Not Legal Tender
1
] v v
) Balance with Banks Balance with Post Office
Coins (CU) Demand Deposits (DD) Demand Deposits
Currency Notes (CU) Saving Account Post Office Savings Account
Current Account
—Ternm Depusits Term Deposits

FRecurring-bepositinBanlk PostOffice
{Except NSC)




M3

In M3, We include Net time deposits of commercial banks also with M1
M3=M1+Net time deposits of commercial banks

M3=CU+DD+ +Term Deposits of Bank

(No post office here deposits here)

What is Covered in M3

v v
Legal Tender Not Legal Tender
1
| ¢ !
Coins (CU) Balance with Banks Balance with Post Office
Currency Notes (CU) Demand Deposits (DD) ~ Pemand-Depesits
Saving Account Post Office Savings-Account
Current Account
Term Deposits FerrmDeposits

Fixed Deposit in Bank Fixed-Deposit-irPost-Office
Recurring Deposit in Bank  {Except-NSC)-

\
M4

In M4,we include M3+ total deposits with Post office savings organizations
(however, National savings Certificate is not included)

M4=M3+Total Deposits of Post Office

(hence, it includes all forms of money)

4
What is Covered in M4
1
v v
Legal Tender Not Legal Tender
L
l v v
Colns (CU) Balance with Banks Balance with Post Office
Currency Notes : 2
(cv) Demand Deposits (DD) Demand Deposits
Saving Account Post Office Savings Account
Current Account
Term Deposits Term Deposits
Fixed Deposit in Bank Fixed Deposit in Post

Recurring Deposit in Bank  Office (Except NSC)




Comparison Chart of M1,M2 ,M3 & M4

/_Ml = CU+DD M2 =CU+DD+ PO Savings 5
Currency MNotes Currency Notes
Most Liquid = ——— Coins Coins
{Narrow Money) Demand Deposits with bank Demand Deposits with bank
(Savings, Current) (Savings, Current)
Post Office Savings Deposit
M3 =CU+DD+TD M4 =CU+DD+All PO-NSC
Currency Mates Currency Notes
Coins Coins
Less Liquid —_— Demand Deposits Demand Deposits with bank
{Broad Money) with bank (Savings. Current)
(Savings. Current) All Depasits of Post office
\T;’me Deposit of banks {except N5C)
LS A A Y /
These 2 Contain only Bank These 2 Contain both Bank
Deposits {Not post office) and post office deposits

Which method mostly used by RBI?

M3

It is also called
Aggregate Money Resource

Ml1->

M2->

M3->

M4->

|

Different Measures of Money Supply

CU+ DD
(Currency Notes and Coins +Demand Deposits of Commercial banks)

M1 +Savings Account with Post Office

(Currency Notes and Coins +Demand Deposits of Commercial Banks+ Savings
Account of Post Office)

M1 + Net Time Deposit of Banks

(Currency Notes and Coins +Demand Deposits of Commercial Banks+
Term Deposits of Bank)

M3 + Total Deposits of Post Office (Excluding NSC)
(Currency Notes and Coins +Demand Deposits of Commercial Banks+
Term Deposits of Bank)+ All deposits of Post office

T R AT 3R e (efRn)+ S i TS 33 7 s Ol (@ wam g
| = Hig+EiEt

™2
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Difference -Broad Money and Narrow Money

Narrow Money

It includes only liquid form of money
which can be withdrawn anytime

It includes Cash,
Currency Notes and
Demand Deposits

Broad Money
It includes both liquid and less
liquid form of money

Apart from Cash, Currency Notes and
Demand Deposits
It also includes Demand Deposits

\

Example Example
M1 and M2 M3 and M4
/ Comparison M1,M2 ,M3 AND M4
M1
Most Liquid Currency Notes Eurrency Notes
Coins oins
(Narfow Money} Demand Deposits with bank Demand DepOSitS with bank
(Savings, Current) (Savings, Current)
Post Office Savings Deposit
M3
M4
Currency Notes Currency Notes
Less Liquid Cains . Coins
(Broad Money) De.?mand Deposits Demand Deposits with bank
with bank

N

(Savings. Current)
Time Deposit of banks

(Savings. Current)

All Deposits of Post office
{except NSC)
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Central Bank vs Commercial Bank

State Bank of India
(Commercial Bank)

Reserve Bank of India
(Central bank)

g
] ; Questions
" S afoereh Sfef TRt In which Bank can we open an account? \
FIE SBI (Commercial Bank)

3ITELT- R § RBI
" YA AF FRTSACR

Commercial Bank is
Bank of Public
(Deals with Public)

Which bank can give loan to us?
SBI (Commercial Bank)

Which bank can give loan to SBI?

RBI{Central Bank)

Which Bank can issue Currency?

RBI (Central Bank)

Central bank(Reserve Bank) is
bank of bank

A

Difference between Central Bank and Commercial Banl

Central Bank

It is the main body
which regulates Banking
and Monetary Policy of Country

It is banks of banks,
it does not deal with public directly

There is only 1 Central Bank
in Country

Example

Reserve bank in India

It has power to print and
issue currency

Commercial Bank
© s=momm
Vo e 3 pons wvarw oot l I

m"mlaank I‘ AXIS BANK

ALY

It refers to the Institutions
which accept deposits with public
and give loan to public

It is the bank which
deals with public

There are many Commercial banks
in the Country

Example

State bank of India, ICICI Bank

It cannot issue currency
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Suppose Ajay takes Loan from Bank of Rs 100000 @ 11%

—

loan Rs 500000
Ajay +————————  BANK
It is a Loan taken It is a Loan Given
(Liability) (Assets)
Ajay will Pay Interest Bank will Receive Interest

So, It is Interest Expense for Ajay  So, Itis Interest Income for Bank

What is Rate of interest of bank?  What is Lending Rate of Bank
11% 11%

What is Lending Rate
Percentage charged by
bank on Loan given is called Lending Rate

ek Y SUR R FT ?
Suppose Bharat Makes Fixed Deposit (FD) in Bank of Rs 100000 @ 6%

Deposit Rs 100000

Bharat BANK
It is like a Loan It is a Loan taken from Public
Given to Bank called Term Deposits
(Assets) (Liability)
B will Receive Interest Bank will pay Interest
of 6000 of 6000
It is Interest Income for B It is Interest expense
What is Rate of What is Borrowing Rate
interest of FD of bank
6% 6%

L What is Borrowing Rate

Note

Same case applicable in case of

Savings Account also (Demand Deposits)
L.

(Rate of Interest at which Bank
borrows Money from others is
called Borrowing Rate)
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Example

Suppose Bharat deposits Rs 100000 FD in Bank @ 6%
Bank uses this money to give loan to Ajay @ 11%

FD @ 6% Loan@11%

Bharat e = BANK * Ajay
On FD, On Loan,
Bank pays interest Bank Receives Interest
Interest Expense Interest Income
= 100000%6% = 100000%11%
= 6000 = 11000

Profit of Bank = 11000-6000= 5000

TH HTH | ek ohi IUR I T 22
" St ST T T ekl GRT STHT YR Rl &t ST et ST ST 7
" EHR ISR H R & = 6%

TH U § ek hl SHUT S AT 82
" RO Sk GRT O SUN 3 T A ST el R

" AN SR A IR = 11%

W FT 8?2 FD @ 6% Loan@11%
) Bharat BANK Ajay
" e o Y ¥ SUN &€ 3T 3UR T & o

o =l =

" BN AW §YER = 1% - 6% = 5% Borrowing Lending
y Rate Rate
» e 9 itk R gRm, S @ Ay - 6% -11%
T SRy B
T S0 THT Sk T AT 82 Spread
3% 3% =Borrowing Rate-Lending Rate
] =11%-6%
»  Sfeh shi T AT (FAT SANE HON Fh H =5%

&g 2)
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Accepting Deposits
Bank Deposit

Suppose a Customer C approaches bank for Loan of Rs 500000

Loan Rs 5,00,000
C BANK

Advancing Loans

Example Example
* Saving Account * Housing loan
* Current Account * Car loan
* Fixed Deposit * Overdraft
| |
On this On this
Bank Pays Bank Receives

Interest Expense

Interest Income

2 31T gafery AT ST o1 <ror-aer ST ot et ST 21
2. WA FHT: WS ST H TEff 7T GRIRT sharet fSuTisTed S shi AT et ot € ettt ST @kl 8| ST i T [ide aw
STATT AT ITIFET o 7T T@T ST 81 ok 36 Yo h! STHTSTT UX <ok STRT a1 3hd & S SaTeT I A= 1 ST 8| 38 |ratey ST

ot SheT ST R
@Tat o ThR:

In this case, Bank will check

Credit Worthiness of C
Whether C has Repaid Past loans on time

Collateral of C
Whether C is offering any security
as a guarantee for Repayment like property papers

Repayment Capacity of C

Whether C will generate enough income to repay back
the loan and interest

Bank will check Income Tax Returns, Bank Statements
and Profit and loss Balance sheet

Financial Ratios of C

Bank will check whether C's Balance sheet Profit and loss
and Calculate Ratios like Current Ratio,

Net Current Assets

Agency Function

Example

* Purchase Sale of Foreign Currency
* Collection of Tax

* Purchase Sale of Shares

.

On this
Bank Receives
Commission Income

1. TS WTAT: AL THIT T AT STHT WTAT B1T 8 SR sfeh 7T 0X A 7 A i o oI ey B 21 T sht S 3R o &
T S IS HIT T § ST o STReh Tt ST 8| =1 WA T SRANT 7 &Y § AR 3e3a/aha i1t o forg foram S & 3f
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Suppose a company has Rs 10000 in ICICI Bank Current Account

It also has FD of 20000 in ICICI Bank
It also has taken a loan of 80000 from ICICI Bank

Balance Sheet of a Company

BALANCE SHEET
Liabilities Amt Assets Amt
Bank 10000 For a Busingss. N
) 20000 Loan taken is liability
Toan 30000 FD and Bank A/c are our
Assets (Property)
Balance Sheet of ICICI Bank
BALANCE SHEET g For the Bank
LIABILITIES | AMT | ASSETS AMT Loan given (s Asset
Money of Public in Current
Demand A/cis Demand Deposit
Deposits 50000 Laan 60000 (Liability)
Term 10000 Money of Publicin FD A/c is
Deposits Term Deposit (Liability)
2

Different Assets and Liabilities of a Commercial Bank

BALANCE SHEET
LIABILITIES AMT ASSETS AMT B et Bkt
Initigl Mone ash kept in Bank for
T V" % share Capital Vault Cash Withdrawal by
customers
Sometimes bank Loan taken from Deposits with 3 i -
borrows Central Bank if Central Bank = AMount aeposiie

by Bank with RBI

maney from RBI any

Saving Account,

Current Account

Demand Deposits

Loans

b

Fixed Deposits/ s
Recurring Depaosits

Term Deposits

Investment in
Government
Securities

-

Total

Total

Loan Given to
Public

Amt invested in
Government Bonks




T Who issues this Note?
N Reserve Bank of India (Central Bank)

e f What line does it contain?

FEPRCET It contains a line Promise to Pay

T ot s | promise to pay the bearer the Sum of

g 500 Rupees BRiYas 0 pa?y,
v This is Signed by Governor .’S.o,:.‘rmeans 50

e i iability of RBI

(RBI) g7 ST for <Trar &

T S TATE Y ATe ARY YT 7, A T g AN te1TE o forg wufer an et &2
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Loan Transaction between Central Bank and Commercial Banks

Central Bank Gives loans to Commercial Banks
Commercial Bank use this amount for lending to Public
Example

Suppose RBI provides Loan to SBl @ 6%

SBI provides loan to public @ 11%

/
Loan at
RBI il TN e Public
(Central Bank) 8% (Commercial Bank) 1%
It is called It is called
\_ Bank Rate Lending Rate
Is Loan given by Central Bank Asset or Liability?
For Central Bank For Commercial banks
Loan given it is Loan taken
It is an Assets Liability /

Deposit Transaction between Central Bank and Commercial Banks

Public deposit their money in Savings Account and FD of Banks
Similarly commercial banks deposit their surplus money with Central Bank

Deposits . Deposits
Public Commercial Banks Central Bank
f Are Deposits of Commercial Bank E
with Central Bank Assets or Liability ?
For Commercial banks | For Central Bank (RBI)
It is Deposits Made It is Deposits Received
(Assets) (Liability)
8 7
TIhT 3R e Sk o e T e

n  grforfoureh sieh STUHT TR e Tget e o U ST Ad 7| hvfi-ameft eenr oY srferer ffer oft Shesiier e 3w ST
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Different Deposits of Central Bank (RBI)

! | !
Deposits of Commercial Deposits of Government
Bank With Central Bank Bank With Central Bank

Commercial banks deposit Government deposit

their surplus funds with their surplus funds with
Central Bank Commercial Bank

| |

This we have already
studied

This we will study now

MNote
Both these depaosits are
Liabilities of Central Bank

Suppose Gavernment earns Revenue of Rs 1000 Crore

from tax and other sources

Out of this, It spends Rs 900 Crore on welfare of public

S0 it is left with Surplus of 100 Crore

Now, Government deposits these surplus money with Central Bank (RBI)
These are called Treasury Deposits

“%

Government

Revenue 1000

Less

Expenditure 900

Surplus 100 + Central Bank
Treasury

\ Deposits /

Is this Liability or Assets of Central Bank?
It is Liability

as

RBI has to pay back these deposits to Govt
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Procedure Followed By Central Bank To Issue Currency
When Gowvt wants to print a currency,

it gives securities to the RBI {called Govt Security)
against which RBI issues currency

Example

Suppose Govt issues Securities for Rs 100 Crore to RBI

RBI issues currency notes aof Rs 100 Crare and gives it to bank.

Bank issues 80 Crore notes to Public and keep 20 Crore in its Safety Vault

Government * RBI » Banks = Public
Issues Gowvt Issue 20 Crore
Security or Currency \
Bonds Rs 100 Cr Rs 100 Cr 0Crorg Vault
What is Liability and Assets in Books of RBEI iacket,
BALANCE SHEET
LIABILITIES AMT ASSETS AMT
Currency Held by 80 Government 100
Public Securities
Wault Cash held by 20
Commercial banks
Total 100 Total 100

T 3 Tt w2 3 ager I g aEw

Sometimes, Central Bank purchases Gold and Foreign exchange from market
against which it issues currency

Example

Suppose RBI purchase gold from Market of Rs 140 Crore and Gold of 60 Crore.
Against this 100 Crore, it issues currency to Public of 200 Crore as show below

150 Crore
Market RBI

» Banks » Public
Gold 140 Crore Issue Currency 50 Crore
+ Rs 200 Cr \. Vault
Dollars 60 Crore (locker)

What is Liability and Assets in Books of RBI

BALANCE SHEET OF RBI
LIABILITIES AMT ASSETS AMT
Currency Held by 150 Gold 140
Public
Vault Cash held by 50 Foreign 60
Commercial banks Currency
Total 200 Total 200




HH T
m 379 ST W foh suferai/saT, Sl oK TetaTE & sffer Fur SR gHTia giar 21 7 efifse for forelt safer & e vl &
“iiferh |1 21 500. 98 0 ek | T SRS 3 T STHT LT & ST ST I T o T T AT A1 S HLl
81 500. (3o & &, 7 off FHaT ST Thar & fof, STREfTs 7 SR & 500 T2 =1 W1 TS 3T SHa1/=afh i 500 T2

T e ST foram))
30 feferfaa w0 & gwiier S har &;
Individual Commercial Bank RBI
Assets Liability Assets Liability
Rs. 500 Note Gold = Rs. 500 | Currency held

by Public = Rs. 500

Rs. 500 Ks. 500

Money Supply = Rs. 500

A AT foh 3 feh HierdT @ foh U shelel 299 shl STTARTshal 8l ek Fohd wia 31T STHT o foIg 200 %, Gal 3evd 3TN AT 3Afeid
T % T s 7 300 %.

7o freferiaa &9 8 gertar ST weh &
Individual Commercial Bank REI
Assets Liability Assets Liability

Rs. 200 Note | Vault Cash = | Deposits of Gold = Rs. 500 | Currency held

+ Rs. 300 Public = Rs. 300 by Public = Rs.

Rs. 300 in 200

Afc
Vault Cash held by
banks = Rs. 300

Rs. 300 Ra. 300 Hs. 500 Rs. 500

Money Supply = Rs. 500
A TS ToF e T haet T shT STTITIHAT 8| ST ohl TS 3 ARl ohl /T T T L o A 100 &, ST foRT ST Hohdt &
SASTSTS o UTE 200 . 38 39 TehTL 1T ST FehelT 2

Individual Comumnercial Bank REI
Assets Liability Assets Liability
Rs. 200 Note | Vault Cash =| Deposits of Gold = Rs. 500 | Currency held
+ Rs. 100 Public = Rs. by Public = Rs.
Rs. 300 in 300 200
Afc Deposits  with
RBI = Rs. 200 Wault Cash held by

banks = Rs. 100

Deposits of bank =
Rs. 300 Rs. 300 Rs. 200
Rs. 500 Es. 500

Meoney Supply = Rs. 500




I TATSIC T, T3 T LT . STk § 50 T S gl ST & S e TT SARTATS oh 9T T STt 2l

Individual Commercial Banlk EBI
Assets Liability Assets Liability

Rs. 150 Note | Vault Cash Depﬂlsits of Gold = Rs. 500 Currr_-ml*}r held

N = Rs. 100 Public = Rs. by Public = Rs. 150

Rs. 300 in 300

Afc Deposits Vault Cash held by
with RBI = banks = Rs. 100
Rs. 200 Deposits of bank =

Es. 200

Deposits  of Govt.

Money (Treasury Deposits) =
Supply = Rs. 50
Rs. 450 Rs. 300 Rs. 300 Rs. 500 Rs. 500

Wﬁﬁ%ﬁ@@mmﬁ@ﬁaﬁ@ﬂﬁ%%ﬁm@ﬁaﬁmw;ﬁﬁwéﬁm% BIECERERIRIS ]
BETIEH

Individual Commercial Bank REI
Assets Liability Assets Liability
Rs Vault Cash = | Deposits  of Gold = Rs. 100 Currency held
150 Rs. 100 Puhblic = Rs. by Public = Rs. 150
Note 300 Foreign
. Deposits with Exchange Vault Cazh held by banks
Rs. RBI = Rs. Reserve = Rs. 100
Afc Deposits of bank = Rs.
Govt. Securities | 200
= Rs. 200
Deposits of Govt.
(Treasury Deposits) = Rs.
Rs. 300 Rs. 300 50
Rs. 500 Rs. 500
Money Supply = Rs. 450

7 % THfeh TR (RBI) 31 et GaTT i Tifseh STTUT AT So<f Tfh STH HET AT 3TRfd T3T [MO] FH&T ST 2 3 ST IaTee0T
T 5 ATIR A7 I ik ATt GATE. 500 & A % 450.

3T TfE 3T e TR 31 STCRT-3TTT ¥76q §; 7 T SR ST 3 IT Toha AT okt 7 ST T 3 & F Feft & 37 Ak 3mmem
[THO] SARETTE 3T e AT 2
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Sample Balance Sheet of Central Bank

BALAMNCE SHEET -RBI
Liabilities Amt Assets Amt
Cash with  «—|Currency Held | 90000 Gold 25000 |—» Gold purchased
Public by Public from Market
Vault Cash held
Cash with 4= by Commercial | 20000 Foreign 20000 |— FOrex Purchased
Bank Locker Exchange from Market
Banks
DERastEiEs Government Govt Bonds (L
Bank deposit Commercial bank 10000 s e 100000 unt G”GS (Loan
amt with RBI with Central Banld lven to Govi)
FEE]SLII’\,I' LDEFI tﬂ Amr "nvesfed "n
Govt dEpclsr't DEDOSitS of Govt 37500 Commercial 12500 = Government Bonks
amt with 88! *lof India Banks
Total 157500 Total 157500
. A
Liabilities of Central Bank
are called High Powered Money

AT FT e YT e fhrern
" i e Hee S g S R S 8
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" TR ET g o H ST O
Difference between Money and High Powered Money

Money High Powered Money

Itincludes It includes

CU +DD Currency Notes

(Currency +Demand +Deposits of banks

Deposits of Public) Deposits of Govt

(It doesn’t include demand deposits of Public)

PESERCERIMED
HET AT ST (HE1)

HET ST ST (SIS = ST GRT i HET/sfehi H STaT 3h ST TiR1)

It is the Ratio of

Maney held by Public in Currency
to

Money held by Public in Deposits

) . Money held by Public in currency
Currency Deposit Ratio =

Money held by Public in Deposits

_w
CDR = D
Example
Suppose a person earns Rs 100000 Salary in Cash
He spends Rs 80000 in cash
He deposits balance Rs 20000 in his bank account

In this case

Money held by Public in currency 20000
Currency Deposit Ratio = =

Money held by Public in Deposits 20000




1 % SIS HEIAT i1 et © fof St +ff forelt =i ot e TiRT e Firerelt &, S &1 100, T a1 99 T 50 Toha SR, sfehi # ST
TR 50 ¥ 2, ATfeh BTl § el AR sIehT & STHT T ST 50 F9/50 = 1 &
T HISSTR FHI Uk THH et 82
T, 3 SAN-TQTd BIdT {&dT 2| ITELUl- AR TS % S I §1g ST & (Fifeh T 37feresh @l shid 8)|
SRR T ST (W)
" TR ST ST (STREISAR) = b T STRIETA/SehT & ST sht ST [T
" O ST, SRR 0.2 AT 20% o SRS ©, 38T Hadtsl & {oh St i 1S =4tk ek e afst, 7 <fifSie &, st s 21
S T 100 T T UTE T BAT. 20 AR & o &9 F 3 IT T, 80 o Rt 37 T 34 3 Tk &
" Sl o7 AT g Sieht B ST TeRel 3 T H &1 TehdT © AT SETSTTE o UTE STHT T Hehd & AT T o I TG b
g

Explanation for Reserve Deposit Ratio

We know that
Bank Receives Deposits and Give them as loans to Public

Suppose a Bank Received 100 Lacs Deposits
It cannot give whaole 100 Lacs as loan
It has to keep certain amount as Reserve

Suppose Reserve Deposit Ratio is 10% M
Loan Amount =100 lacs

Reserve to he kept = 10% of 100 lacs =10 lacs
Banks can give loan of 100-10=90 Lacs

Less the RDR
More amount available to give loans

Suppose Reserve Deposit Ratio is 20%
Loan Amount =100 lacs
Reserve to be kept = 20% of 100 lacs =20 lacs

More the RDR
Less amount available to give loons

Banks can give loan of 100-20=80 Lacs J
feoquft:

» EiieTR St S1fereR Brt, SiaT o T eRdt 3t € stferen g

" HRESAR foraT ﬂﬁiﬁiﬁm, (/" "-\
SeRT o T SB0T A % forT St Example
=y Tl B Deposit Loan
ST FIT & G o o
1 g T e Be It means 20000 kept as Reserve by Bank
STems T H A | P
AT ST =TT 21 ST v
I o o STafteTs g Where are these Reserves kept?
Uttt Tliedr &, S TRl These are kept as
e AT FI KT GHT T TSR Vault Cash (Cash kept in bank locker)
EELEERR LR ] Liguid Assets like Gold (Gold can be sold anytime)

T A1 SR AT 3 39 SAfH
FIH (P1).

Reserves with Central bank (Banks keep money with RBI)




» g fafa o, o7 STafd H 2 i s stmaw oft H R1 37, <o g 7 form @ o steferaeen @ CDR 1 2, wean st
(P1) ST YT Tohg o & T TG 3T AT I STHT LT sk o 1Y,

v PR Afe S avft ST e o R w7 H S1ot fos § TEar 8, e oy a1mafd H g

Currency with Vault Cash Deposits of Total Money
Public Public Supply
P1 H/2 H/2 <+— H/2 H

AT SAREIHR 20% 2, T sieh STUT TSR | STHT & T helel 20% Tohe (TR &) o ®9 H T 37 arehl foret 3177 =ath (dh2)

T ST 3

T, T Tt ATk o T TAT H (H/2 793 % &9 7 37T H/2 ST 3 &9 7) € 3R A ek (P2) o I 96T 0.8 (H/2) I 0.4 H R

Y, srefearer § o €7 SATYfd H & 9@t H + 0.4H = 1.4H 2 STt 2

T SHICTT T €1 U1 & Fifeh afohi shi e B ot 118 & fob o ST foh 70 w71 26T ahered e Terearm & oot ferfifirt of smefera v 3
SITohi 2hT of GEL i SR & Weh & (TH "Therare TSt sifehr et Sireft 2))

AT, Sherare fistdl SifehT o ATead | SAffieh o g 2 TaT 21 38 Frefetiad anforset & qwifan mam &

Currency with Vault Cash Depozits of Total Money
Public Public Supply
P1 H/2 0.2 (H/2) +——=H/2 H
Moy
P2 0.8 (H/2)

37eT ek P2 O & Sioh & WY & ohT ShaleT SATEIT fEGT ohe o &9 H T T SITehl 918 sieh | STHT oL <71T| ek 5T | STHT & T halel
20% &t 79t ot & STTEferd T ST sireht s fohedt e =3tk (P3) ol S | <fierr safeh P3 bt & Sis & WTH & ol shaet
TeIT T TR o ®Y § WA 3R STkl 9 Seh | STHT L 37T 371X T Tishan stdfegemen § 3iqdy &9 & Jotd! @it 38 fFrefaRaa

Currency with Vault Cash Deposits of Money Supply
Public Public
P1 H/2 -‘_jiwl:__?-—l—l /2 H

P2 1/2(0.8 (H/2)* 0.2/2 (0.8 (H/2)e==1/2(0.8 (H/2)) 0.8 (H/2)

P3 | 0.8/2(0.8 (H/2))*]

P4

Sum 1/2 (5H/3) 0.2/2 (5H/3) 1/2 (5H/3) 5H/3




(F) & AR = SH/3
Thfseh TR [MO] = H

Money Multiplier = Money Supply (M3] =[SH/3) =5/3
Monetary Base (Reserve Money MO) H

T, JEAT H T Hifseh TR ST G SN o 9, STETATS et 1Gs1el sifehT o HIEm | 9 STfd bl SH/3 T
TG/ H W T8 8| T, TET ST e Hf5h ATIR T 5/3 T 8, FACAT, & 01 5/3 R
afd RBI & 3T &1 3T ST <ITedT 2 1 98 RDR &1 0.2 ¥ %W & 31 371 Afe a8 o Tqfd o1 7 AT =1ear 8 a1 98 RDR &
EEE
S R &1 STa 2, S fiord 8 31 <fis am firet 2t € - SRt fasTifct § Tendt o7 Sient i STReTeTTs 3 are ST Ui 36fery STREeTR
T &1 AT TSR (SIS 3 I TG 7T 3T THUASTR (Sihi o T T@T T=T) | FieT T 2]
Ae: TAUT H, STRIAT THT AU (AREIAR) = 22.5% (HIARAR = 4.5%, TATANAR = 18%)
HET ThIfT
" AR Rl et A HTSAT Al AT H i s &t sk w9 H AR fopar w2l
HTSY T I :
* e et 9 e oAl HHa 1500 Sir fereiiom off ST et # 7€ 1800 Wit fehettm €, q1 sam sl 3¢ # qerehifa gt
—  qra A gfg: 1800-1500=300

— g ™ H HEHIT: (300/1500)*100=20%
STUTETA- ST HO3T oo T 36 o 5 ST @ o GETehifer oY ot Fohmirenah &1 STt &, 1 38 S7oehifer hat Sima 21 a8 qeehifa &
oot 2.
TSH-37wrvT- I8 HETehiTa ol 3T i i =)
FaTeXoT o forw: 7 ufer ferctiom &1 Y ima 2: 2019 § 160 T, 2018 | 158 ¥4, 2017 H 156 T 3T 2016 T 154 F73|

—  AaY 2017 § GEHI &: [(156-154)/154]%100=1.30 %

— 42018 W AN &: [(158-156)/156]%100=1.28 %
— Y2019 W AT & [(160-158)/158]%100=1.26%

—  SEH HaAs I8 foh feet e awl # gErehif o 30 W g8 8 T 9el o hiHd 961 ol T AaEhia AT et shi guriar )
HEE & 0T
2 uftgwat W fomm
1. 3 forelt sarfh ot Sl 50,000 & G 60,000 B ST AT e e S A A Eriie o a1 H diel qehall & o 9 ueet el
e T o i T it 7w St i fier s arer 3 o SEeh 3 § agd wH e 8 gafers ae firew i i seram
T TR, FEEhITr e arem F were et 21 36 fente Io S et S 2l
2. IS TSI H SIS, W 3091 AT g T Frl &, AR AT i it 1) 6T foshett +ff 37 areqetl it sigd ot 3 o sr=rar
1 38 BT Y ST el STl 2|
3T TR o T hTT 2-

" e wE

" AT SgH AT
fewte gor gerehifa & oS wwor
TE T I IR 5 91k | feg A=t Tt ok grelt § StfereR 9T 311 3 o g 2




1. AT Tt ST RET AT o q8d TehR ST ahi areft ararst (R sreat st 50 fe=m 8) i 6000 T2t It 21 3 78 wmarg
TATE &9 & ST =l o TG S o RI] 3e1e WRiaTT ST <ok 37 ScATaT i AT S, SqY $7 W1 ohl AT o Simart| 36t
e, U, foreram it 37 07 ATeht 37fe St ferfireT ATt o e et fafvret arTefat oht ST sl Tl St 21 36 ST,
a1 sTfafeen 3T firerdt & i saferg smem & fafim aeqet o wim ag it @ fored geehife sedt 21
2. 9T T TraIaur: =7 o fordieor 3 TR i A0 Gl bl TU F o FIg ST geedt s 371e S i &t & kot forerar
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Effects of Inflation

1. Effect on bank rates-

HIGH INFLATION

INCREASE IN REPO-RATE

INCREASE IN BANK LENDING RATE




2. Effect on government

Impact of Inflation on Government
Development Projects and Schemes

3. Impact of Inflation on Industries

Impact of Inflation on Industries

4. Impact of Inflation on Growth of the Country

Impact of Inflation on Growth
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Effect of Inflation on CRR/SLR, Repo rates, OMO

1) Effect on Reserve ratios-

INFLATION RESERVE RATIOS (CRR-SLR)
Increases Increases
Decreases Decreases

2) Effect on Repo rates and Bank rates

INFLATION REPO RATE MONEY Effect on Inflation
SUPPLY

Increases Increases Decreases Reduces

Decreases Decreases Increases Increases




3) Effect on Open Market operations

INFLATION G-sec (Government Effect on Inflation
Securities)
Increases RBI will sell G-sec to Reduces
banks
Decreases RBI will buy G-sec from | Increases
banks
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grar foraror € 38 i § st firerm ifer 3% 3@ TSt (@A fareRon) i TR # s ot e T 31 et @
ferarcor s T Tt & gea T /T S )

*  fafoE skl HIE AR AT 2O H afiepd fora ST weRar 81 geet ST R,

Security

Equity Debt

1. 3forerdt gea (&ten R foreft ahoreft/ fmer 3 Srememeant (anferent) g et o wanfivesr st sifarfferes st 81 sferardt gpea et
1 AT/ ST ST AT (AT Hed TET) TT6 Erell 81 gforret Tiasferal emeh 2l SATATieh AR 9 ot o e
forefaror ot SfreR Seft & et 3ot aent Bt waaT bt STfieRR firerar 2 SR 39 e e W s frir firerar 21
2. SROT G 38 G o Nfaffies sl & ST SR o 7T & ST 6 37 97l o |Ter i STHT =(fey S 3R &t 75 R, =
AT AT wfeaerarar feifer st afe i s €1 0T GReAT eTeehi bl SaTST 31 HAU T 4T JTH 8iel 2|
Ve TE FehTS (ShuHT) T SfasIforart STIRY St 2, e Srehal o &9 | JAHT ST 81
17 oft hiE carfeh foRelt shuft/siistere o ferareT (S ShTTT §) ST € Y I% AT Ore /i R St ot © foRaT ST HeRa 2
1. 3t wfofoat 1 wiie g 3w feufe § frereren st 3 S e & ST 38 st o st § few firet St 21 5
I H Stk 1 s TR freet 7 fireran & aifeen shuet oh rawi o SR o SA/aTieT ST A 21 9% fereres gr st
1 gferardt wfengfort 1 i 1 &9 2
2. =0T Wi St e R 36 ATl 7 e e i sttt fog wek i s gt o st 6 S @ @ SiR
ftqaraar s1afer o 3fa & st (Fafid S &) ST qere a1 ST T 21 T8 e g st i o wfafe 6 wde
T

fcrvferli st sigdt oilish | HE o fTg SATST & e = Usiiehd shut "X YZ Tgeie e st sameor |




T ST @I S 311 3 9 8 et € (i fmman o 1) 31w soie vfie & shoet it s iR Serit ghem s gt
) YA W 0T o T 1S TGS TR off ST A ST T T o 7T U TRy Sk H Uk @t @it g3t ol
wTToTeR/SET 1% H %o 0, AT ST &, TG 8 ot 3 1 U 20 (ST ot o TiTt # ST foram SiTaemm) 37 saet & ot
I T T SEaTasT/ IR ST S 2

0t 3 @ H HS[E et St 3 fore wen afterr St arlifen et 38 Tendt T 8 5 oft o et 21 1 R

T T % S1ael | YT WTfeteh hl Teh GEATAS ST il ST U=t § 100% TTiHea st Sfffrea s, 3 shoet & aifea
aey T "HfeTeh o1 UET" AT "SRITHTCERT <1 T 3 &9 H g S|

TaTied AT AT R WTfeieh o fore Tuf @ oAfeh shut o fore atfiesr & &9 & s a6

78 -3 farfae swar feem:
"XYZ Pvt. Ltd."
Asset Liability
Cash=Rs. lcr Owner's Money = Rs. 1 cr
Rs. 1 cr Rs. 1 cr

e ST AT FRITR ST T & AR ARMF g =Tec! 2 a1 I8 Soh U Hueh L Tehel? 21 A AT fof S 3 hueft =t &1 =t
T f&am| 2 e, St Rl fire aTeft Fehret ot o foe us wuf 2t «ifehT st 61 w93 a6 faffie s 9t =
TEATIST" T EEATETL HTAT BT SO <Rl 2 SIS ¥U T VT 3T I SRUT &qTAsT hu1 3 foTC Ueh ST (soh 0T o &9 4
Y TeT | g T 3R Sk o forw Hufty anft T8 S 38 TR few:

"XYZ Pvt. Ltd."

Asset Liability

Cash=Rs. 1cr Owner's Money = Rs. 1 cr
Cash=Rs. 2 cr

Bank Loan =Rs. 2 cr

Rs. 3 cr Rs. 3 cr

— Ife ST 3Tk o TTed B, At o woh fererw/ it st gt o skt S o o fore safeTa o A e e &

Tueh T Tkt & (S aeg i sfent & T grerd )

— A A fom ot 3 1 g saftrat @ gueh foram STt 9 ot A o gehd 91 o | 10% o s sast et s g

T 100 T (Ft = | FUS ) (T8 7 A 16 5 9% TS 3T T URTHIT L T8 o, FAIAT 3h0H 1% SFereh shT UTeher
EY)]

—> AN = bl o TSI T 5 TET ST o ST fohalT RATTeh ST Siohi shl T o STTereh SATST &L ohl URTeRST oL et off| 39

TG | T ol | 8 %, | g S o1 Al SaTiat off 1 e a1 S|

—> O T qe oY TS ol S R st s 100 TR S st o fore wufty et e st 3 fore et

H el S| afe efaTiad i ate foer:




"Slips”"

XYZ Pvt. Ltd.

Value = Rs. 100 Bank Interest Rate = 9%

Time = 5 years
Interest Rate = 10%

" 3T, D W EE, AT S STien uftfRurforRtt & sraera 3 T 10T SIS QTR 12% L ad 8, at IRl T At |
<l & I T AT T HTT HiTh Tl 3¢ sheret 10% ST < Tt 8 &

" AT R S IR A ufefat S STAn | STerR § 5 ufeiEt 6 g off &9 8 wlied it aFr A B 100 i SR g
100 TR STHT 3 TR & a7 10% SIS &8 9T et ot @iierm St 7 100 37 12% 31 2T 3AfSid L Fehd 2|

= i, TR U= U =Ted & T 38 TSI’ § o= SC al o REamrdl/sh Shimd uX afie Osr sl ifehd SE9 S higd
i

n g oft e wdien o o s=me ST A e e 7 4t <1 T SaTSt & A 129 ot gert § ufet W sifie s @
fSla o Tk 81 T ST 36 1S Tier 3 u=ff 1 %02 & wiiedr 21 IR & 80 .

ITZY WA & IThI HATS AT AT &L
Money spent by the purchaser in purchasing the slip = Rs. 80
Annual interest received by the purchaser =Rs. 10 (10% of Rs 100)
Effective Interest rate earned by the purchaser =Rs. 10/Rs. 80 = 12.5%

—> AT ST 38 il i &9 H TIeTTT| 80 ATk U S Al 12% 3 SATST G hT T H 12.5% i 311ereh et (Fore 3ot off
el 91T ?) et T Rl

— TS\ =afr = 3 | o=l wliat off 9@ vl 20l H Rl S=? 807 Fifeh SR HIAAT § foh ST sfeh o SATST & 13% AT 14%
T oG TS a1 g ot Tl 7 oft o @dien t o e 2 80. (@t s e et sy o STT o STeR W At
D)l

— T Ul T wI7g el ST 8] U, ST Sk T STl <X TGt & aF STeTR § a7 <hl 1 HH &1 STt 8| S STeT ek i
=TT T iR} R O TR B ofiS ol Shiwd ofg STTt 81 shaet bt S 3fie 39 ate fewrft:

"XYZ Pvt. Ltd."
Asset Liability
Cash =Rs. lcr Owner's Money = Rs. 1 cr
Cash =Rs. 2 cr
Cash =Rs. 1 cr Bank Loan =Rs. 2 cr

Bonds=Rs. 1 cr

Rs. 4 cr Rs. 4 cr




Ffe T ST TeReT T e S TR Edie H aRafdd st & aF soid 2fie 39 aie faart:

"XYZ Pvt. Ltd."
Asset Liability

Buildingl = Rs. 1 cr Owner's Money = Rs. 1 cr
Building2 = Rs. 2 cr
Machineryl = Rs. 1 cr

Bank Loan = Rs. 2 cr
Bonds =Rs. 1 cr

Rs. 4 cr Rs. 4 cr

379, A ST R St T ot T 2 37 31freh & S1Rres AT shoet 1 et o =imed & ST Hiferer ST =Imed &) J it R
Tk G AT T T R SRt # Hifereh s o o STk T 100 T (Bt 1 IS FORY) 3 B ST SR 39 w0 o wei

i 1 FUS The.

et ¥fie 38 ate fawr:
"XYZ Pvt. Ltd."
Asset Liability
Buildingl = Rs. 1 cr Owner's Money = Rs. 1 cr
Building2 = Rs. 2 er Owner's Money = Rs. 1 cr

Machineryl = Rs. 1 cr
Machinery2 = Rs. 1 cr

Bank Loan = Rs. 2 cr
Bonds =Rs. 1 cr

Rs. S cr Rs. 5 cr

3 AT H HTfeTh T 9w 10 ARG T 81 ST, 2 F 100%% FTiHed sht Sfcfieres st 81 A e Aifersh 1o w@fied &
ST T TATTHCE/ SRR SEATIST T =Tt | Y, J[EATC Serwt o 9T ST Tt gwaerst ot (Rreeht i 37a 2 e &0l &1 715 ©) 36

1 ARG ZHSI H TSI fohaT S




So now, 100% ownership = Rs. 2 crore = 2 lakh shares x Value of each share
Hence, value of each share = Rs. 100

Fereft 3 T 50% T 3T T % e A W BTl 100 eieh, 3T AT Tk TR HTfeTenT o IT ST F9 9 50% T grT
I e IR T HWd E 100.

T, FTQ SOt T HOTT SR o AT H 15 § TG & AT 3h0 AT FHHT Tl & T Seieh YRR 31 70 ¢ S| 3STeXT o6 ToTg, AfS
AT T, 2 TS T AT, TN I8 AT o1 h1 Fof (ot o @t 3 STT) Bt 3 a1 e S 6T e . &1 ST 4 U, a1 I
i Frd SR & 200 I IR, 3FAT st 3 IR Y i @ # Ifg F | et 21 sty wiie 39 ave fea:

"XYZ Pvt. Ltd."
Asset Liability
Buildingl = Rs. 1 cr Shareholder's Money = Rs. 4 cr Equity
Building2 = Rs. 2 cr (Two lakh shares X Rs. 200 each)

Machineryl = Rs. 1 cr
Machinery2 = Rs. 1 cr

Cash (from profit) = Rs. 2 cr Bank Loan = Rs. 2 cr }
Debt

Bonds =Rs. 1 cr

7 cr 7 cr

SR SaTeXeT H, ek feferiae 3 aient @ ot § fam/dmr am w
n e e/ R STt X o 3R ST et e Bt &
" QAT AT BT RS AR S ST @ I gferardt geet ST i &

— AT, e Hf o6 T, ot FrrarTehi 1 a1 QT 507 A gforaret Sfarferart St et © 31 3 Sar wet 9t o sht Erar
ERREAURIEIGIN
TR Tfersiforat (Sf-2e)
" G i (S1-ER) o BT AT TS T ST SR U ST A1 9 2
» g wffortt o e w1 U fewiee i 1S SiiaH T 21T € 31 gafery, 3 Sifa-1h fiee-ust Sushor et Sat
1 (W e 0 it ST e )|
* gt giafaat RBI SRT ST et o arem @ S &t St g1 et srsiens # i b diege (@i
AT §-3eR ATHF FAFZ ok TICHTH TR STRITSI i SITeft 31 aforfSares sieh, ST et Tearrt e (eftsft), smerfiren
Ser (), sfmr shufat i wfesy fftr sq o= 3 e €1 39 s o faesft adwiferat fasmes (wwdters) off s & &
=afh (Gt Fereren) st e § € 9 o weRd ) wfafa aew|
TR fereferat o R <A Bt 8

Government Securities (G-Sec)

Treasury Jills Cash Management Bills Date} Securities  State Dev.Lﬂans




1. S foret a1 A-foret: 3 AT TR S0 U A § W ol GRu et ey 3 for ST foh 1T stetshiicrens o @red 81 35
foret 31 o Wit € ST 37 R his SATST TR o ST 21 360eh SIS, 36 ¢ X SR foham ST € ST iaererdr
SHfeRet e T ST ST 31 I2TET 3 T, £100/- (31fRa ge) w1 91 -feaefrr oot foret v <fifsre £ 98.20 T SR foram
ST HHAT 8, T, Z1.80 3T P T AR E100/- % Sifehrd Te T AT S| . (G5 foret 7 e Ja arsir # foram St
Bl

2. oG Weie fore (Hewelt): 2010 H, SR SR+ STRETSTE o THRT 8 G 6 Ao SATe § et formiot sl o st
o ToTT Ueh T STeuhifcreh SUsRToT UeT o, 18 ehe yeie foret (efiumsft) & &9 8 ST ST 21 9| diesit & Ji-fore st
| =G BT @ Sfehd I 91 T & 6 ol aftaararar sty o forg St forg ST 2

3. feifera wferaferat: femifora s wrepm st sfofort ot s1afer e ot & sferek & SRt 40 e 7o 2t 31 3 fafir=r Sforit %
EEERS

v Tty o afe: aftveEaT 9% S A Bt R

" AT (eSS STS/A & R e & o g ot fordt Y o1 @ et S Tt @

v i SR Sie: SIS ST e AT gETehif & gufer § ofit 5 eftens A secfiens & et S wehar ¥

* o fofoRIT: ISR SUR TishA o ded, YRA SR HE-H T dot foqur St 3ateh shata, S @ e
3Tfe Seft wreenett st forere wfergforat off STt st @ (e el &9 9 9t aife, 3o 1S et 9111 ©)| ST hae: W
18) S U] i Tk fewS! o saet aTTast o & H|

n 3o TSR TS WA SRR A 2018 F Tl wrdsifen & o St o sieh st ate «ff S fore )

" T TS S (TS Tt STt Suento &, feht hiwd shuifedt i hima S € & ST it 2| Testisit 1 e
TSR 34N o aae § oft 71 fopat Sirer 21

4. g foshm T (THEIUS): T T off TSI & Ueh a9 & 21k <t uftasrerar e1afr aret 601 33rdt © 512 waeine sher
ST 81 TSI TThRT ST STRT TS +ff TauersTr & fofe ang &)

TR, Tferfd aTem:

»  FE TR RBI E farfafi ofit ssifera foram Siram 21 s ererr. (3 a1 ) S =ed €, AReftens wen # wffari/ete
ST ek 3o T ST S[erat 21 e ST

" el aR SR, Sfafoat et afrf ST (qa w7 & Sfie ST aee) § S S @ o R fidiee amm
e off 3Eft STeR F g €
H e form STrar 81 wfafer s

= <o "femifeRd fcrfeRT S S fohTe ST S aftieET STET U 9N ST 8, SEITT 3 SR SR o SfefoRt
FHRIAT S THE/TATES S it STeTR # +fF fora S 2 Hiifer "=ohe Feie foret S gt forer ot afteraar o o & 9
, 3 TR T TSI wferforit w1 oft sHrie S 2

aTfefes AR

Financial Market

Capitaﬁ Money Market

Primary Market Secondary Market




forcfier TSR e QT SIS & ST Tieri o1 fershamatt st ferefter srferqforart am oferafrit S w2i, sitve, Sfafea, gamd snfe § smm
T o oA T BTy AT 21 et ST A i W S YR % B
1. Ut STSTR: 3607 31 3oraret wferspferit sht @de 3t s o fore forefier som) 3t e & weh o & 31fren oy weem it oieft svafyr
1 wicr et Eiet S sr=h ST 21 S SIS ST e o B 8
i fie SIS 7% USf SIS R Eeid et € St afafat s S ) 36 SR F St geeft aR A IR SR At
(TRfTeF |TeiSTah TreTheT, STTEteT) St 81 36 SIS H THe RET SRt (o) 3 TR o o g /1 Sk
sifaforat 3 SaTeter #, Ford SISt # shoelt = Teet! I U AT fHerwTehi 1 oS ST fohy, 7 Setfires siTsii 21
i, Tl SIS T o St STeRdt ST e ST A St ST R at S 8, A geeh e o s fdiee s
H RIS ST 21 36 STSIR F, Frereren qeer sierat (o) ot wrftart < fomT weet S 6t 18 srfsforst o1 stmow & smaw
A | IETEX, AT Ik Taer=iT| TTavfolT o IETeTr H, Ford SR 7 Te=Teht « 119 H Sie @it 7R =T 3[& foha
ERAECIPEAE IS 1T
2. TS ATAR: e SIS o1 U W Fore 3= quat S Sgd s TiuersrdT (T oY & 3W) aiTet forfia arer st shrie fopa St
B T TSI SUHT Hel F9 § 0T U & 3 g0H gorlt fore, Foe Safert foret, armforfoers oo, ST oot smfiret €1 Sit Rererrgt 7t
FTSTR B SATIR 3 Hehd & o Tt S, anforfsarss S, e S 31t ==t 2vft fefwor areft sidie /st §
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" T GO G AT TR TTIT U SEATeIST & Fore STe forefier o f eehit o AT Tsteat 371 5202 i Hea foreor i
7

" e I HAHTE STTEwIERdT

" U % 0T 112 o FTAR, T [T aY o6 foTg §Leh 3h STATIa STTHET SIS0 o7 Torarer S T et
2

TYHT TSTE o AR F eyt faig
" T ST SATER O G foa & 7 fof o STam @
" 3| O o foe qam TR ST 2. & fod o @

STET A & (et o 61 ) Which Government Prepares
SeTeT- forefar a 2020-21 o forg arste o1 37ef 1 3187 2020 & Govt Budget in India?
31914 2021 7 it sxafer 3 fora st 21 Different Types of
" T SR R - 6 FHR, T T AR Governments In India
TR qTfoTshT ST ST R ST &
. e, W E T e AR A | o b
R Central State Municipality
N S ST S ke
ERISIEE
I \ } 4
s e 2020-21 % e s & et 1 3 2020 “'
¥ 31 11" 2021 i Aafy F T soie 81 39wl Budget Budget Budget
2020 H A &9 & & FohT ST 2 made by made by made by
a0 wRusse a1 sda2021 themiis them is them is
¥ 31 7 2022 F 7af & g ae) 38 wE 2021 called called called
# sifire e & s e ST 2] Union State Municipal

Budget Budget Budget




T Hh HE

1.3TTeeT GURE

2. Faavor guwE

Functions of Budget

THR AL TET, TS, AT STl HesT ek el o ' { |
o et <A1 SfTsiest Rt =iTeeft 2 Allocation Distribution Stabilization
afe TR FB Tl 3R Jaredl 1 S sgr At 8, @l Function Function Function
e T el T R e At ® l l |
TEh AT, TWHR F Il % ITAM i qfqelerd FT It means It means It means
et B, T 70 92 o aeaet W e e 2 Proper Ensuring Stabilize

2 ’ . Allocation Fair Economy
e AT, T e 3 kU E. o W%éﬁ@ﬁﬁ of Distribution  during
Ve WTeT T ScaTe R HehelT € TR F TL-oTehT 2 Resources of Income Recession

of economy Jinflation
~ to make

T T T 3(erd Torekor G Hm iR ST AR e Public goods

o6 T STAHTAT %! 5 AT =Ted 8| FAY, TR T H I (Road,

o o 1fereh ot g @ ST e o wfonet st fmad. Bridges ete.)

qarg

These are called
Revenue and expenditure
Measures of govt in budget

3 Reerfremtor auRE

afe SerHeT SR AT H e & ToR T 8 Sl sht i Wi Uar
& foTC T aTe & ST TeTTeh T ST 21 37 331 7S & {3t
T 2. TR T AT o A o TG TR a1 & 10T @i Sl 2

4. 3ot ferermar

TR oIttt §geh, | AT S8 AT g ot SAfee T it ahdl
2

T ITE g | Hag firerd @

3 ITATAT, TTHR 37 &1 ohl oL FEmrd It ® STet Aferen foepmar Y
GYTeT BNl &

IeTeu-fata & ST HieeaaT hufIT oAl st Ty

5. ATAST{eh ITAHT T Taer T

HTHT % LHTTHc JTel SAGET hl AT ST+ ITH el STl &

TN T 3 H(GT A AT T I7H Bl &

T ITATET, AfE 3 TATETIR e 8, df Tehr fafere o fore s wehdt &
ST Y T o TehelT ©

ST € AT H, 7% T o T Tt o ue | @ fresht syen fafie
= A 3 e fopa s weRar 2

6. ST STARTTATSAT T TR

What are Objectives of Budget?
They are derived from
functions of budget

Functions of Budget
Allocation Distribution Stabilization

Function  Function Function
Proper Fair Stabilize
Allocation Distribution Economy
of of Income  during
Resources between recession/
to make Rich and inflation

Public goods poor

! 1 |

Main Objectives of Budget

Proper Proper Stabilization
Allocation  Distribution of Economy
of Resources of Income Stabilize
Proper Ensure Fair Economy
Allocation Distribution during

of Resources of Income recession/
to make between inflation
Public Goods Rich and Poor




" T % TS & FH (i © ST Fo A faenfed 8

" SERTT S & e i SicHTed i % 7T SRR o R T weaet & ekl &

v 3ow S gl o e g Private Goods
AR Seqat SR et aeqett o o ot

» g st E S TR fomi st an sttt o W % s o fm R

v ol ot str safer Y sEeRT ST R @ ifefera form T )

Public Goods

- They are goods They are goods
—> T AT Tk 53Ttk U R GiedT 21 39 I TSI e 7 e Which affe \'c'hiCh afre
et SR 6 P B & ?oe: srzjtm(;l;ion (use) CoenasTJtm?)Ccion
—> 3T SSITSTT o ToT 1S GO SATh I o1 SEIHT T8} o Tl of (use) of all
o Particular person members of

— A, FR T st g 2 society
e =R 3N =aam gy @i T st Searg st am § ]
R R Example- Car Example -Bridge
T et 2

—> G e 3 T & S T o Tl TaE o ST 3 forg Sucteu §) gt ST gt SuE SR o fore T B
IR Tgeh, I AT
— T AW H, ST Tl G 7 TRt ST A T SUART B o foTT T 2 Y, I8 Ueh WIStk e 2
AT TEqat & Heeut fig
1. 3 R-afegd &
" o s IR aeg & qE At it Hfy e o fom el @ st wqf ser weRaT ®
" 3R F1S ot AT foRaet off TR Hgeh T STNT S HRAT 2, T qHY SAeh o U9 SUUNT T I TS T TS 2
2. 3 iR-afewra §
»  foreht oft Sufcs AT ATHT ST STRINT S  SITeX T2 foRam ST wehaT (et 2T ST Tekam)|
" SR TR G AIR 6 T Tgeh T SUANT his oft ST HehelT B
3. ITH R U TRRR g1 TeT fokam Siram 2
» SR 3w A-wfrEst o eafesna (et 3 for of swei 3 fore ) 2, safere 39 fore syee wet s v @
v gofory, sft Semt & foe 3w ST emTeTes e ®
=Y, A T dR 9T SRR ST Seie | Ye fhT ST
et sreqat ofit AraTieh St o et et

forsft e & arerd foreft oft 08w & 2 S foreft oy arfem o HraSTTeh SRy o &S & ST HHTS o |l we %
Tk o T % I o foIq e @ 7R 311 safh i gaeRt ST ITWIT o foTT Suerey &
T | Wicrsifera foram St 2




o v  Sfagfgaryt 8 (et T safh i wqfE JeH R § 3R & wepfar o f-wfrislh 21 e e forelt aq @ qEe =afh

31 SAfFAT T FAMY T A ) T HTE i 0 fopa forT o & ST | o1 wear
2

F SIfesshd & (3171 SATRAT T | T ST B | fcsiferg fram F s €. forelt off iR ot | o1 ST

T R) T ST e 5T ST Tehar (et 2T ST Feha))

32 ST IO 3t 85 ST e foha ST @ eriife 38 sisHT 3iT F 3 R 9 sf 8 g we e forg s € sefere

IO T AT 3 TT ATHETIS BT & Fofe H TR G JEH T STt & (Felsifes Sraem
3t 3 for fopam T )

et ST ot et ek &2 Difference between Public

. e e T o e sams | PTOVision and Public Production

Y S e R S e PUBLIC PROVISION [PUBLIC PRODUCTION

% .
" ST AT H SEeRT Ao 39 a3l ST aarst
25 T T A Y T e S 2 Govt.  Provided| Govt. Produced

e H_/'\Y}

" O, Y S HES e U SR g A

S S N Goods and Services| Goods and
oot ) which are Provided, Services are
. e ST R o o Bt em g | PY Government Produced by
o T W 31 3w for wm g s @ | Free of cost Govt.
ST T STl 21 In Govt. Budget

AT TTTLT SR ATAA R IeUTE o siter
o May be Produced Produced by

By Public Sector Public Sector
Or Private Sector Only
\_ _\_(Not Pvt. Sector) /

avft T 1 ST SR ST TR S § it T A HaTE TR GRT Sedried i St

Z7eRT ScTeH ferelt o g off foparm ST eran © (T & = arasttes &) FTORT ICUTE HTAST(eh &1 (TehI) ST TohaT SITaT &




HIhTH I o U<h
TE 2 T o Bl &:
" SR AN
" ST ST - 2R T ot

Expenditure Of Govt
(Money Paid)
L
| !

Revenue Capital
Expenditure Expenditure

ST kY TTE Tifeat

" GRS I St sfoed Bt § (S8 eerr | O e e fepar

Types of Receipts and
Payments in Budget

Receipts of Govt

(Money Received)
I

! l

Parts of Government Budget

(As per Article 112 of Constitution)
1

! !

Revenue Receipts Capital Receipts

SIT HehaT) TS TTHR shaetrdl 8l 3 Jehf 8 STadT (STetne ST aret)

K]
7 fafi= TR T BT

= SR S
" AT TN

Types of Revenue Receipts
|

! !

Tax

Non-tax
REUETIIE Revenue
(Revenue (Revenue Other
Jrom 1ax) than Tax)
Example Example
Tax Collected Aid Received
by By
Government Government
from from Foreign
Public Country

Tax Aid
[Public —_— Govt] [USA i Govt]

Revenue Budget Capital1 Budget
It shows It shows
Revenue Capital
Receipts Receipts

and and

Revenue Capital
Expenditure Expenditure

of of

Government Government
/ Hence we can say

Receipts are of 2 types
1. Revenue Receipts
2. Capital Receipts

Similarly

Expenditure is also of 2 types
1. Revenue Expenditure

2. Capital Expenditure

Types of Receipts in Budget

|

|

Revenue
Receipts

|

It refers to
Receipts which
are

not redeemable
(which cannot be
Returned or
reclaimed)

|

Capital
Receipts

|

It Receipts
which
increase
liability

Or

Reduce
Financial
Assets
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Types of Tax Revenue

Tax

Public Govt

This Tax Revenue may be from
Direct Tax or Indirect Tax
Tax
+ J—

Direct Tax Indirect Tax

|

Person collect

"

Person pays tax

from own tax from
pocket customer, pays
to government
Example Example
Income Tax Earlier =

VAT, Service Tax
Excise applicable
Now =
Replaced by G5T,

Corporation Tax
(Income tax for
. Companies)
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Example 1 -Aid

Aid /Cash Grant Received by
Government from Foreign Country

[ USA

Govt }

Example 2 -Dividend
Dividend (Profit share) received by
Government from PSU

Dividend
PSU

Govt J

Summary-Revenue Receipts
(Receipts of Govt which are
Non-Redeemable)

1

¢ !

Tax Non-tax
Revenue Revenue
(Revenue (Revenue Other
from Tax) than Tax)

/Direct Tax /2 Types N\
For Individuals || cash Grant(Aid)~>
i;ersonal Income From Outside

ax Countries
Conporation Tox || Dividend->
d", From PSU
IE: ;ired Tax Interest Income—>
r‘ er On Loans Given
Excise, Service
Tax ,CST Fees~>
Now From Public,
\GST oY Qusiness /

Example 3 —Interest Received
Interest received by Govt on
loan given to State govt

Interest

on Loan
State Govt —— Govt

Example 4 —Fees Received
Govt Receives fees from Public
for providing different services

Fees

[ Public Govt }

What are Capital Recé-i'p'ts. -

Receipts of Govt which
Increase Liability

or

Reduce Financial Assets

Hence,

Capital Receipts are of 2 types

* Receipts which Create Liability
Example-
Loan taken from public

Govt
Bonds
Public Govt

* Receipts which Reduce Asset
Example-
Recovery of Loan Given

R t
State "CPOyMEN Central
Govt

of loan
Govt
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Different Capital Receipts
which Create Liability
Borrowings from Public by Govt

{ Public Govt }

Borrowings from RBI
.

T

Borrowings from
Foreign Govt/Foreign Institution

Money against
Govt Bonds

Money against
Treasury Bonds

o, {ThTL g e T 3R0T i =rgett
‘ . World Loan
" O AR foR g TR g ST TR i K0T =1 7 R) I8 hy TR T L Bank — oowt J
Sote 3fte ¥ wufi @ -
Example 1 —Repayment of Loan Saving Schemes
= O A i Tsa TR 3 {Post Office Savings Scheme, N5C)
N 3 Loan given by Central Govt to State -
FORARIRAETE  govt is asset, [ public "% am}
3 TR A ol When it is repaid,
BRI ETIE it is reduction of financial asset
" AT c\ e 21 Repayment
State  ,rjoan  Central
Tt Govt ——  Govt

Torfererer =T 37ef © WTeISHeh &R o STSHHT (FTe) o R AT forshl| Tk
o qTE TEfTE, SuASHE, steasue sl fafir= shafat o R 8

Example 2 —Disinvestment

When Govt invest money in PSU,
It is Financial Asset for Govt.

", 3 b ERT B Ef When Govt Sells its share in PSU
" g e for aer 5 9 St R, ) 98 e wufa A i B o:,  (does disinvestment), It is called
7 e STl i ) Reduction of Financial Asset
§ 3w o e sf Sale of shares
Ui s R B2 {PSU — Govt J
] JE I T

Difference between
Revenue & Capital Receipts

1 Gefild ot 2 forad dufy o fFmf gar g ar - s ahr

T & et 3Tl R
Revenue Capital TaTE:
Receipts Receipts = it i T g e A e e
They are They are . Terefver water: s TeRt g e e skor, foReft et 3 v
Non-Redeemable | Redeemable EARCE
(They do not have | (They have to . forefier SaTiat o AT, S TR ST T, T SR
to be Returned) be Returned) T
Example Example 0T
i Loan
usa 2% Govt | usa — Gowt
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What is Deficit Budget What is Surplus Budget
p

RECEIPTS 1000
RECEIPTS 1000

PAYMENT:
PAYMENTS 1100 AYMENTS %0
SURPLUS 0 SURPLUS 200
DEFICIT 100

H/_/

——

If Govt Receipts
are less than
Govt Expenditure
it is called

Deficit Budget

Here, Govt spends
more than
it collects

It is most
common case

If Govt Receipts are
more than

Govt Expenditure
itis called

Surplus Budget

Here, Govt spends
less than
Money it collects

It is also
Rare Case

They are recurring
in nature

Example

. Ta
Public 2 Govt

Tax will be collected
again and again

They are non
recurring

Example

Bonds
Public — Govt

Public may not

invest again in
Bonds

What is Balanced Budget

RECEIPTS

PAYMENTS

SURPLUS

N

1000

1000

o )

If Govt Receipts
are equal to
Govt Expenditure
it is called
Balanced Budget

In this case.,
Govt spends
exactly equal to
Money it collects

It is Rare Case
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How to Calculate Revenue
Deficit?

EFFECT OF REVENUE DEFICIT What happens If Govt Dissaves

in case of Revenue Deficit

e

3000\

evenue Receipts

Capital Receipts 2000
Total Receipts 5000
Revenue Expenditure 3200
Capital Expenditure 2100
\'[t_:tal Expenditure 5300 /
Answer

Revenue Expenditure 3200
Less

Revenue Receipts 2000
Revenue Deficit 1200
Note-

To Calculate Revenue Deficit,
we take only Revenue items
and not Capital Receipts and Exp.

re: feta o1 79 § IdA™ @t oh T ST SR ST R

Revenue Expenditure 3200
Less / Revenue Deficit
Revenue Receipts 2000
Revenue Deficit 1200 l
Govt Dissaves
Effect (Use savings of
Other sectors)
Option 1 l
Govt Dissaves Capital Receipt
Option 2 use to Pay
Govt Borrows Revenue Exp
Option 3 Example
Govt cuts Funds received
Expend]ture from Sale of PSU
Used to pay
\ / Salaries
To Govt
Employees

/

What happens If Govt Borrows What happens If Govt cuts

in case of Revenue Deficity

/ Revenue Deficit \
|

Govt Borrows
(Take loans or issue
bonds)

|

Govt has to pay
Interest

|

Increase in Debt

|

Increase in
Interest Liability

Expenditure in case of Revenue

-

Deficit

i
i
|

Revenue Deficit
1

l

l

I

Committed ‘Welfare Capital
Exp Exp Exp
l l |
Can't be Causes Affects
reduced Adverse growth
effect in
long run
on
welfare




How To Reduce Revenue
Deficit?

We can Increase Revenue Receipts
(like by -Increasing Taxation)
Example

Suppose my Revenue Deficit is 100

Second Method to Reduce
Revenue Deficit?
We can increase Revenue Expenditure

(like by Decrease Govt Expenditure on
Welfare Projects)

ffxample \\

|
S5 Sticwn heow Suppose my Revenue Deficit is 100
Revenue Receipts 1000 as shown below
Revenue Expenditure 1100 Revenue Receipts 1000
i 1100
Revenue Surplus 0 Revenue Expenditure
Revenue Surplus 0
Revenue Déficit 100 \H\WE nue Déficit 100 _/
‘A s’
Answer r’.&—nswe - “\
Increase Revenue Receipts by 100 Increase Receipts Expenditure by 100
Revenue Receipts  1000-1100 Revenue Receipts 1000
Revenue Expenditure 1100 Revenue Expenditure 1000 1100
Revenue Surplus 0 R.E.-uenue SUFDIUE n
\Revenue Déficit 100 ) \If{hevenue Déficit 0 /

TR "TeT
— T Hel THNT A S IR ! BIGHT Fcl FTHAT o 3f<f b e 2
— W,s@rmn@rﬁ,
— T FA I (T Gt EHT) it &
—> W et TTHE (TSt 371 YSft 1) oid & e & 3 dsfimra sfedi =t
Sniftret Tt A & ST SR0T (30T ST
fewgufi-
e siferert 7 a1 die o freforfaa i e &
" OER G ST TN o 3 T S0 ot et s
w forfrerer & forshy stmr (dioery 3 SRR it forshy & e i)
" 3 R g T T SROT (TS, 397 3 SR, ST §)
" O H, TEe 2 S AT g ST ST e S 8
(B9 378 TSTeh TSI 1S shl TUMT i T i &)

" S TR i S foRufen ftee Rl wver ST ®
(TR 1 3 TTUHT hid THY 29 38 BT 34 8)

WHAT IS FISCAL DEFICIT?

It is difference between total
Receipts and Total Expenditure
Excluding borrowings

REVENUE EXP \
ADD CAPITAL EXP
TOTAL EXPENDITURE

Less REVENUE RECEIPTS
CAPITAL RECEIPTS
(Non Debt)*

k FISCAL DEFICIT /

}

*Here we take all
capital receipts
But do not include
borrowings




Type of Capital Receipts

A
/
Receipts which
Create Liability

|

Example
Loan taken

They are called
Debt Creating
Capital Receipt

|

These are taken

\

Receipts which
Reduce Assets

|

Example
Disinvestment

They are called
Non Debt Creating
Capital Receipt

These are not

Example 1

How to calculate Revenue and

Fiscal Deficit

RECEIPTS
Revenue Receipts

Capital Receipts (Non-debt)

Capital Receipts (Debt)
Total

EXPENDITURE
Revenue Exp
Capital Exp

Q:tal

5

2000
1000
6000

4500
1500

-

Revenue Deficit

=Revenue Exp-Revenue Receipts

=4500-3000
=1500

Fiscal Deficit

=Total Exp-Revenue Receipt-

while calculating  taken while Capital Receipt (non debt)
Fiscal Deficit calculating =‘§$3000'2000
Fiscal Deficit =
Example 2
CALCUALTE REVENUE DEFICIT AND 'd Caleulation of Revenus Deflelt
FISCAL DEFICIT
Revenue Expenditure 600
KEVENUE RECEIPTS \ Revenue Receipts 300
Tax Revenue 100 \_REUEI"II.IE Deficit 300 J
Non Tax Revenue 200
Total 300 A—alculatlon of Fiscal Deficit \
Revenue Exp 600
Capital Exp 400
CAPITAL RECEIPTS Total Expenditure 1000
Recovery Of Loans Given 50
From Sale of 250 Revenue Receipts 300
PSU(disinvestment) Capital Receipts
From Borrowings 400 (Non-debt) 300
Total 700 Total Receipts 600
REVENUE EXPENDITURE 600 Fiscal Deficit 400 /
" NOTE N
Fiscal deficit 400
What is Revenue Deficit and :iig:ﬁ)eﬁciﬁﬂnrmwin .
Fiscal Deficit . g /
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How to Calculate Revenue,
Fiscal and Primary Deficit

RECEIPTS
Revenue Receipts 3000
(Int Income 200,0thers 2800)
Capital Receipts (non Debt) 2000
Capital Receipts (Debt) 1000
TOTAL 6000
EXPENDITURE
Revenue Exp 4500
{Interest Exp 500,
Other Exp 4000)
Capital Exp 1500
TOTAL &000
Calculation of
Revenue Deficit
Revenue Expenditure 4500
Revenue Receipts 3000
Revenue Deficit 1500

How to Finance Budgetary
Deficit

EXPENDITURE 1000
LESS

RECEIPTS 800
DEFICIT

200
|

How to Finance this Deficit?
(How to meet the shortfall)

Option 1

Increase Taxation

Option 2
Increase Borrowing

Option 3
Print Currency

Calculation of Fiscal Deficit
Revenue Exp 4500
Capital Exp 1500
Total Expenditure 6000
Revenue Receipts 3000
Capital Receipts 2000
(non Debt)
TOTAL RECEIPTS 5000
FISCAL DEFICIT 6000
Calculation of Primary Deficit
Fiscal Deficit 1000
Less MNet Interest 300
Liability
Primary Deficit 700
Note-
This Int Income of 200 and int
expense of 500 Is of loan
given last year

50 ,Net Interest liability of
500-200=300 is also of last year

TS "TeT T E?

Different Types of Deficit

l |

!

Revenue Fiscal Primary
Deficit Deficit Deficit
Formula Formula Formula
Revenue Total Fiscal
Exp Exp Deficit
less less less
Revenue Total Net
Receipts Receipt Interest
(non debt)  Liability
o U /

These 2 we have
already studied

T T Y STE T ¢ o SIS ST et ot =y oY Sferera 2

ITEL0T- TSTES HTT, TSTehIS 1 §TeT, JTefieh e

This we will study
now




Option 1 -Increase Taxation Option 2 -Increase Borrowings

Earlier Now
Expenditure 1000 1000 l/IE:'cr:n':l'u:htll-lﬂte 1000 )
Less Less
Receipts 800 1000 Receipts 800
Deficit 200 0 Deficit 200
8 7 Borrowings 200
) Deficit After Borrowings 0
Govt increase taxes _/J

'

This Increases
Govt Revenue
(Receipts)

}

Deficit Reduced

MNote-

This Method

is not popular

as people don't like
to pay more taxes)

Option 3 -Print Currency

\_Y_x’

Govt takes loan
And pay interest

}

This interest is
extra expense

|

It adds to Deficit
of Next year

Expenditure

Less

Receipts

Deficit

Less Currency Printed
Balance Deficit

1000 |\

Govt issues

treasury bonds

to RBI

RBI prints
currency

Increase
Money
Supply in
Economy
Cautes
Inflation




TAST g1 FT Faarwor 9 forar wrar 32

T 3R ITIAT o 51l o 3T T A o FoTe, TR 37 R O Ffoiiad o § U e Lt 2-

1. &g

" TR 3T ST & (FHH TR TTfet sed )
2. SR AT

" GORR eI AT el AT § SR Al

" 3OY SHh! S AN A ISR ¢ ST
3. qET BTUAT

" G A TSSO 98 W19 el

" S TR TS HET BTOET AR 2, A 9 STREfeTE b ot adt & (RS wrenrt e st ST 2) freeh saet sTetets

T IR A &
SHITh 3 Tkt H T hi BT SATSTAT T FRT SUATT fehaT STl 82
" YR Tl e w9 & SR SR ST o STl 2
" QTR SIS TR ek 31T el aIgTdl & T8 X 38 STt T
RECIK

» Ife TR B HTA SUT AT ST TEd 8, o 39 39 W 31fres
Y 37T sgTT ST BT

" T SN GHM o (T TR H HAF S o aSdT &
3 TE foefe sadar war g
SR 3 =1eT &7k & AT JaT8?
— THSHA 2 {3 ieh ol Uk foly w9 9T Ay ST ®
—> SRUT ! 1Nk &9 H 31 HTE ! HIUT ST §, SHGY I Th
whe
IETE- 31 | 2021 T sl
—> YOS %1 S G shl AR | TR o srar '

— 3AfT, T1eT Uk Y8 § i1 36 Ueh fomi ararfer & feqg aman
EIGIE]
ISTE- 9 2020-21 3 fIg s orrer

—> 1T U YATE & S 3607 o Teh 8 g ohial &
B 9 S 8,

Is Debt and Deficit
Stock or Flow?

Stock

It is a variable
which is measured
at Particular point
of time

Example
Debt

'Debt ason 3l

March 2021

|

Particular Point of
time

as on 31 March
2021

{STOCK)

—> SRUT ! aT(Yeh &9 § 31 HTE ! HT9T SITdT 2, SETT I8 Teh &ieh 2l

%ﬁ’

— 1T U YATE & FiToh 36 U forRIy 37afer ok forw AT Sirar &

Flow
It is a variable
which is measured
Defined over a
period of time

Example
Deficit

Deficit for year
2020-21

}

Transactions for
the Period

I Apr2020to 31
Mar 2021
(FLOW)
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What is Ricardian equivalence?

Itisan

Economic

theory .
-

by

David Ricardo=>

As per this theory

In case of budget deficit
Govt can do either Taxation
or Borrowing

Both have equal effect

Hence there are 2 Options
With Govt in case of
Budgetary Deficit

Option 1
Increase Taxation

Option 2
Borrowings

» T A §, Fe e S T 2

Why Govt Debt is Burden

/ -Gwr borrows today -\\

Pays interest in future

Increase taxes to pay int in future

Disposable income of people

Less consumption by people
Less production
Less income and less savings

Less capital formation and less
growth ¢

1T Sell, F ST \\Burdfn on future generation /
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Ricardian Equivalence Option 1
If Gowvt increases borrowing today

l’/l':"lure borrowing by Govt N

}

More interest to be paid by Govt

}

To Pay interest Govt will Increase Tax

|

People know about increased taxes
People cut their spending

People’s Income increases

}

'kMﬂre tax to be paid J

Summary

Govt can either increase borrowing
which will be repaid by future
generation by paying more taxes

Ricardian Equivalence Option 2
If Govt Increases taxes today

/ More taxes by Govt \

1 \

Less income left by
People to spend

}

People disposable
income Reduced

Less Saving by People
But more saving for
Govt due to increased taxes

|
\ More Govt Expenditure _,/J

Summary
Govt can increase taxes today

and use the money to make more
govt expenditure

Counterview- - If Govt Takes Debt Within Country
:’zb‘ 2 at'?:’d:" " :f"e“ i T 31 5 i o ) e e ere—
e < vt 8 ok e oo, wiE A g g | Indian Indian
Borrowings ST T AT T ST = el v Interest Public
Indian —— Foreign
Go Interest ~ Country - IS TR TR 3 st el &, Y
3 e ot L Indian Govt Indian Public
H—J H—/ at e 2 w o Pays Interest Receives Interest
Indian Govt Foreign Country AR A  fere L J
Pays Interest Exp Receives Interest  gref 3 fadsT o foqw 3y gy . 8
9 ) Money Remains
Y within country
Money flows
outside country No Effect on

(Loss to Economy)

Economy
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How Budgetary Deficit does not
cause inflation?

ﬁ case of Budgetary Deficit \
|
|

!

Reduction Increase
in In govt
Taxes spending
Products Govt buys
become more
cheaper product

)3 i

N
Less demand of product
{

Surplus capacity of producer

Supply product at same price

\Does not cause inflation /

sfe-gva
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How Budgetary Deficit
causes inflation?

/In case of Budgetary Deficit\
|

|

Govt Govt
Reduces Increases
Taxes spending

l |
Products Govt buys
become more
cheaper product

\ J

|

e

N

More demand of product
Capacity limited of producer

Prices of products increase

Causes inflation /

¢

Budget Deficit Leads To

Decrease In Investment

/;ES

In Budgetary
Deficit
Govt Borrows

B

Issues
Bonds

b

Bonds Compete
With

Private Company
Bonds

)

Less Money
Available for
Private Sector

\Filnvestment

~

NO

In Budgetary
Deficit

Govt furruws
Govt uses Money
To Invest In
Infrastructure

4

There is increase
In Production
And Income of
Economy

{

More Amt
Available To
Private Sector Also

for Inuestment/




How to Reduce
Budgetary Deficit ?

Suppose Govt Deficit is 200 as
shown below

Option 1

How to Reduce Govt Expenditure

|

Make Govt
Scheme

Govt Expenditure 1000 More Efficient

Less I

Govt Receipts 800 Epls

Deficit 200 Cash
Transfer

How to Reduce this Deficit? Reduces
Corruption

Option 1

Reduce Govt Expenditure l
Thisis a

Option 2 Good idea

Increase Govt Receipts

TR AT Tl SR ferens FHorer T

|

Reduce
Govt
Programs

|

Example
Reduce
Expenses on
Education,
Wealth

|

This is not
advisable as it
has adverse
effect on
growth

" TR T Hieae! (e Al T TRE) Sl 5 afouet adt 2l

" U A H, 980 YEER & 3 ATH HTGH T TRd H Sgd HH Aoas! agedl &

Option 2
How to Increase
Govt Expenditure

l |

Increase Make

Taxes Disinvestment
Note Example

Direct Tax affects Sale of

paid by Rich Loss

Indirect tx like Making PSU
GST paid by all (Disinvestment)

Better to increase Good idea as
Direct Tox like it prevents
Income tax govt loss

" 3E T H, TR WieHe 3 o SIS € e St 3 W H S SediaT I o dhd &
" Y TR T T ST ST TSHE BT 3l O i H Heg et
HECAYUT ST § TR SRISHHAT el T AT
» T, TR, i S Al &El H e @ agd Hecadyl 8

" ST e § weKd! i O T G sTeferaT W fied T e

Tl Jg & 9T W Hut

HTE Tl U A o ToTQ TR ¢ IaT |kl &
= 399 2 YN % B 2-TceT 3N TqcTeT

" e R (S STTIRT) T SIGHT STgal & Tk I8 ehf B STfaefiet & (ST uX 3Tfereh o, T Ut 3w 21T 3his oL Te)
v gfe Sfoedt S ST U H gig il STt 8, A S Tena H wfm § (SR o e 1 s e 9 8 T d ©)

" R e Rt §

" TR O ST A o o TTelsies & o STshHT I 310 R S Hehd & et ST st A oht o s o fore fer

EIRETIE




CLASS 12

CHAPTER 6
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What is an Open Economy?

Tfieh Hafer A1 -7 et 21 1S Trrd-ferrta
T2 B, Taft S 3t (391 3 +fiew) 2 R -t |
et areferaean North Sentinel Island
. I U Ut sreferawen & e aredt It is worlds’s Remotest Tribe
. There is no interacti ith
(indic) (india)  FmETEEY Outside World
Export - [EEEEMIERIREIRER LR All transactions within the tribe.
A C . frata 3R ST o Aoy SAidfE A e B
(India) (Singapore) TR +ft BT 2 (North Sentinel ~ (North Sentinel
Import Island) Island) )
D B /7 N
. What is a Closed Economy
(USA) {India) It is an economy where
- « All transactions within the country
What is an Open Economy * No interaction with Outside world
it is an economy where N 7

* There are transactions both
within and outside country.
* There are import and export




g atefeaaerT TeAT srefeaaet
et i & i Eoeh e aTEt 1eE 3 W i e At 3
31 % ST IS SHTTeh Heier TeT forfSrr 21t 3 wmer STffen derer @
el AT ST foham STTaT 8 frafa 3fit s & wrer-amey Tidfes samar o g e
IE Ueh ATEATSh AT & € TSI ST TTAT ST & S AT o5 e gft a1 gt sreferarean
(ST X T2 UTg SATefh)| T & (D Ao gt 3R 5 =)
et srefsaeaT T Closed Economy & Open Economy
> . o ! Closed Economy | Open Economy
wWﬁ,mw%me%mﬁ%l Mo Interaction or | There is interaction
3eUTE TR fefehat Economic & Economic
> " - Relation with Relation with
- ﬁttﬁﬁ;ﬁm%%ﬁ@waﬁt BRI Dutside world Outside world
S T w2 A e . .
] There is only There is Internal
" T SIS AT ST 3edTE BRI ok & Internal Trade Trade+ Export Impart
forefrar e fefener It is unrealistic | It is Mostly
» e S W © fo 3 ey gaf o foerer s g o ke gufyy Concept found
o Mo country is All countries are

" g YR St A faef shufaa o R wlie g ©
T ATAR fofehaT
= fih I Eehd © fo 30 el hIW AT €, ST ST H AT WA o6 el

» 5if 7 oft 99 Wt @ foR @
Characteristics /Properties 7ot Shere et st T e &,
Of Open Economy TR o iR AT TRA o aTeT
What is Open Economy?
Itis an economy ufuhin:h trades with £ 39 -
ElthF_‘r BCONOMmIes in N
goods, services and financial assets T AFeTTAT?

It has 3 types of linkages

o _/

completely
closed economy

There is no
Linkage

Open Economies
Some more Open
Example-USA

Some less open
Exomple-North Korea

There are 3 types of
linkage:

Product Market
Financial Market
Labor Market Linkage

® T U il ST & Fifeh ST qa Q¥ o A1y SATIR 2T 2|
® TR T SR SR Fafa wepe wie] Seame 1 wecao v &
TR, T 3 =T IR T T H ¥ Gl & FoTohT ST ST 37 2

T AT ScATaT IT ST SIS (SIS TSR fofeheT) 3 sfter =2 oL Tk &
= T YR IR SR AT foReft IR SR (FIEHTRreT Hiehe fofeher) & fHasr

Iy ™
E;:ig:‘ Trade in Goods &
Linkags Service allowed with
E Other Economies
Financial ___ Trade in Financial T & ST et 3 S =¥
I"cflarkel Assets allowed with
Linkage Other Economies
Labour Trade in Labor Hhd &
ATkt Market allowed With|  u e vrrey 3 37 st 35 e ot 3T = W0 & (o1 T o)
Linkage Other Economies e




WA Teh GeAt sTefeaaea Fai 2?2

v *‘“1" 'T' "'Pw““ < Top 10 Companies in USA
: [y TATA W 18T inkotech ‘ Apple Bf microsoft
Alphabetamazon @ - |
OR oSS Wihrs  Topi0Comparies QR [0 . Q
n

=
Edfacebook + =5\

I . PN <Soven F
Tata car Tesla car A e S g e e

-

We can choose to buy Indian We can choose to invest in Indian

product or foreign product Companies or Foreign Companies
(Product Market Linkage) (Financial Market Linkage)

| Ratan Tata Sundar Pichai |

We can chose to work in India or
Outside India (Labour Market Linkage)

Domestic Trade & Circular flow of How does Foreign Trade Affect
Income Circular flow of Income  Circular Flow of Income?

Import
Sell goods Sale
and Services USA India
Money
FIRMS Factor Service |HOUSE- Here, Money is flowing out of India
HOLDS Hence we can say,
Factor Payments Import leads to Leakage from
Circular flow of Income
Consumption Export
Expenditure P
India USA
Note:- Money

Incase of domestic trade ; .

) o Here, money is flowing into
Money Remains within country India due to exports
As both Firm and household are Hence we can say,

from within country Export leads to Injection into
Circular flow of Income
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" U T Y H 3w o e ofi S fora 3 ofer aeqa, Haeit S Tt # o o Tk ST ekt R
w ot & yre U3y ST A STt } (FeheHen STeRe % w9 8 fewm e R)
w  foeft e oY sy oY T Tl fere iy S R (eI 7 femmn m ?)

Different Transactions in
Receipts Payments \ Balance of Payment -Example
Inflonw Outflow
l: :I [ } (Transaction Inflows/ Debited/ )
it covers Money it covers Money in Goods Outflows  Credited
Fh::,' ceived fn::nj Pgld far . Import of Outfiows:  Deblted
Different foreign | different foreign Goods
Trade Trade Export of Inflows  Credited
transactions transactions \Goods J
Example ( Transaction Inflows/ Debited7'
Example Import of Goods inServices  Outflows  Credited
Export of Goods Import of Service Impgrt of Outflows  Debited
Export of Service | Investment Made| | Service
Inwvestment Rec Loan Given E:p‘f" of Inflows  Credited
rvices
Loan Taken % ”
\ / (Transaction Inflows/ Debited/)
'l in Assets Outflows Credited
They are They are g"f;;";f:;?ade Outflows Debited
. P uts) I
Credited Gebiten Loan taken from
w BOP in BOP / Outside India Inflows Credited
\_ w
WA G W T o ThT
Types of Accounts 2 °%@ﬁ T i
in Balance of Payment TH 2 A &S - Sl e Current Account in
I' k ] RINREIN Balance of Payment
Current Account Capital Account HI'F[\‘@'HTWT%? Ltr;:zfu;;dsatriil:n::Zgu ods, services and
| l =Te] @t e feraa A E: Py
It records It recards " ag’taq‘f o a5 [Trade of W { Trade an [TransferJ
tmchla of goods, Internatiaonal WWWW% Goods Serviee Payment
services and transaction of S = l 1 l_
transfer asSELS. i i / TE2 It coves It covers It covers
payments liabilities 37T FHET ST & Exportof  Exportof  Gift,
. ds Services Grant
Example Example . TIFRTT T (ThAT goo
P P 9 Import of Import of Remittance
Export Import of Loan taken from . X
R . TYTATALOT) Goods Services
Goods/Services autside Country )
FETAT T SATAR l l l
Gift/Donation Loan given
Received paid Outside (T3, HIST T A1) Difference  These are These are
Outside Country  country A S fr Fafa s srf R qmrapamer. Ofthese 2 called AL
is called Invisibles  received/paid
Salary Investment e ST S Balance of  (Services without
Received/Paid Made in AT T ot § aEd o ¥ e Trade cant be praviding
outside countr Foreign Assets A Seen goods and
— - Y = l }I sErvice in
[Nate—Thfs is colled BOP Classification ] Wﬁgm:aﬁraﬁwﬁah-aﬁmﬁ return

ohl AT
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o AT 297 T 500 U k1 A1 i

E 300 U ST AT AT fomam

5o fearfar o, smam wiqer = fraid - 37/ = 500-300 = 200 s

Difference between
Trade Surplus and Trade Deficit

/ Balance of Trade \

What is Trade Surplus

If Balance of Trade is Positive, it is
called Trade Surplus

- ——

-

A
[ |
if Export If Import
more than more than
Import Export
Itis called It is called
Trade Trade
Surplus Deficit
[T H =ATAR

— Gt o fata, I

Calculation of Balance of Trade

Total Exports of goods 1000
Total Import of Goods 600
Balance of Trade 400

Trade Surplus 400

— TG 6T LG, Harratt 1 ot a3 foram ST weha 2

IETETOT: WA H W Oyt Hh T STHREHT T qehieh! Fa JeH et §
—> 36} e T 9l 3w A off Service o TR €.

ITEAT: ¥ h T S0t ey FReret Ueh ATeqehi & Tt ofelt &

e - et o foriar, St st et S S HehdT 21 FAfT, 378 TG AT ST SATIR T STt

i

Example 2
An Indian Ship Transport Goods of
Foreign Company & earns Transport

V5 ek 3T
" Y IUTET % Hhl S0 AN 3T & S HH=TET Y

Export of Goods 1000
Export of Service 800
Total 1800
- ™,
Import of Goods 600
Import of Service 200
\hTotaI 200 y

What is Trade Deficit

If Balance of Trade is Negative, it is
called Trade Deficit

' N
Export of Goods 1000
Export of Service 800
Total 1800

. J

4 e
Import of Goods 1100
Import of Service 200
Total 1300

N J

Calculation of Balance of Trade

Total Exports of goods 1000
Total Import of Goods 1100
Balance of Trade -100
Trade Deficit 100

Different Example of Export
of Services

Example 1
An Indian employee works in Foreign

charges QATEISHT, ST i SIS, S0 T S S ity sy COmPany and eams Salary
(STHTE o Hh Job
Transport b w ) Indian Foreign
of Goods . ST T ¥ Employee +—————— Company
Indian f—. Foreign TSI AAFHY RIREEIRE Salary
Ship  +—————— Company 5 - AT N Y
ransport . o -
Chisrges TTH ICUTE o IR GRT SIS 3 STATET 31T A o Y
et Bl Serer: farfi , S, éﬁF’T, e afe) This is Factor income
\ V / (Income from

This is Non Factor Income
(Income other than land, labour,
capital, entrepreneurship)

Factor of Production
called Labour)




Difference between
Visible and Invisible Trade

/_ ll Tral de

N

Trade of Traide in
Goods Service

Example Example
Export by Steel Export by IT
Campany Company
This is called This is called
Visible Trade Invisible Trade
Becouse Because
Goods are Services
Visible are lnvisible

{Can be seen)

(Cant be seey

TATATALT PIAT (The{hT TATAA0T)

Different types of

A

I

l
Factor Income
This income is
earned by Factor
of Production

Example
It is normally of
4 types
Land
->Rent income

Labor
->Wages

Capital
-Interest

Entrepreneurship
=>Profit share

— gai et gr Feges s TS ol e §
AT AT Aoy w1 A fog fomm) et 81 3 a9

AR +ft T ST 2

IETELT: ST <=7 & WTH TSRS S o]

TR AT 3T =1eT .7 22

= gfe 2w o fald St @ i @ dr 38 =R

AT T ST 2

= e foret 33T T ST FEtd @ iR @ 91 38 SR

T el ST &

" e, B et Al T e R 8, Serett W e

Types le Transfer
Trade in Services r '|
Two Way One Way
\ Transfers Transfers
Goods
Non Factor income A8 A B
This income is earned Money Ay
other than by Factor
Producti Here, Here,
of Production One person Mo goods or
provides goods/ Services
Example service provided
It is normally of Other person Only money is
3 types provides money transferred
Shipping Example Example
A Tsnssortution Factar Payment Transfer Payment
p {Rent, Wages etc)  Gift/Remittance et
charges
Banking
-»Bank charges
Insurance
>Insurance
Premium
Example 1
A gift given by Indian citizen to his
Canadian Friend
Indian Glft Canadian
Citizen Citizen
Example 2
USA Govt gave aid for Covid Relief to
India.
Grant for
COVID Relief

USA Govt ——— Indian Govt

Note
It is also called Unilateral Transfers




AT AT SATESIe/aTeT &7 T 32
A @I H 3 TohT T 3T et 2
1. W1t o Y[, I (ATt o7 Feral-STrarTer)

2. Farat w1 3 ot (e - Samedt o stmm)

3. ThdTthl TATT-AT0T

afe T T AT FeRRTCH €, 1 T =] Tl AR 7
afe = T AT TewRTCHF 2, A I =] Wl =T 8

Difference between
Trade Surplus &
Current Account Surplus

f Receipt \
Export of Goods 1000
Export of Service 800
Remittance Received 500
Total 2300

Payments
Import of Goods 600
Import of Service 200
Gift Given 700
\Total 1500 /

Difference between

Trade Deficit &

Current Account Deficit

( Receipt \
Export of Goods 1000
Export of Service 800
Remittance Received 500
Total 2300

Payments

Import of Goods 1600
Import of Service 1200
Gift Given 700

\Jotal 3500 /

T ferelt 39T § SaTU =TeT 3R =Te Tt STy &Y dehar 32

|l

fort 7 3 forarfer o qeeT SRt o1 STTRITer 31Tk &1 Weha &, JAfoT SR Hvet 2T &
TR, AT =Te] ETAT SRS B 6 FeTT FhRIcHe: g (ST 1 (5 AT S CIIcoT 377 81 Tl &

EEAIUH
HISA 1 [, (i (It - et 1 31mm)

TaTAT 7 315, R (Frte - Sareti 61 sTm)

TEHTTHT AT
=T T AR

-5000 (SATIT ¥IT2T)
6000
1000
2000




Can we have

Trade Deficit &

Current Account Surplus?

[ Receipt \
Export of Goods 1000
Export of Service 900
Remittance Received 300
Total 2200

Payments
Import of Goods 1600
Import of Service 200
Gift Given 100
\ Jotal 1900 /
Trade Deficit
=Import of Goods-Export of Goods
=1600-1000=600
Current Account Surplus
=Trade in Goods  1000-1600=-600

+Trade in Service 900-200=700
+Unilateral Transfers 300-100=-200

Total

YSit @ren

* 5o A forg O O aTe SR A forg H it yare

MG

= g TRt SR 9 foag & sfie o wfier € 5
R a1 Fenfaa o duf/eear Rufa § afedT =

T A &
USTt @ oA e T 3eTE:
3yR frferfiaa 2 yPr & 2
1. AT AETEAT

e foreeft wrepml & foram 7o ot oft st &

2. ST AT 3R

gy foreft sfent a1 3= weu™ @ foram e Sy I @

3 IR G 71 fsft 8 o & Hepa @

What are Invisibles?

Trade in Services
and

Transfer Payments
are called Invisibles

For Calculation of
Current Account Surplus/Deficit
We consider 3 things

1. Total Exports of goods

2. Total Import of Goods}

3. Trade Deficit
are

see

Different Types of

These 2

called
invisibles
as we
cant
physically

N

them

Capital Account Transactions

| |

|

Investment  Borrowings Deposits
"Example O Exam ple A ""Example K
Investment Loan taken Indian
made by by Indian Deposits
Indian business Funds in
investors in from foreign | Foreign
foreign banks Banks
assets
Investment Loan Non
made in extended by || Residents
India by Expart Import| depositing
foreign bank of India | funds in
investors to foreign Indian
A . {uuntries y, l“Banh:s )




External Commercial

Difference between

Borrowings Calculation : What are
External Assistance External Commercial Borrowing
Loan by EXIM Bank and = 3
Ig:':zpta:f;re:gn 200 External Commercial Borrowings EmTNM COMMIERC'M BORRTW'NGS
External External Commercial Foreign Business Loan
Loan to Indian Assistance Bunﬂwlm country purpose
Companies by 6000 , ) \ J
It includes loan It includes i T
Foreign Banks : It refers to commercial loans taken
taken from Borrowings from
N ) by Residents from Non Residents
Answer foreign Foreign Banks or L )
- 6000 governments other institutions Important Points
less * This loan is for business purpose
Loan Given 5000 e (and not foreign aid)
Ext i ial This loan Is not | This loan Is for + This loan is normally taken by
B:fer:;;?ln ommercia 1000 for Commercial Commercial purpose industries and companies
£ purpose (Taken by Govt or * These loans may be short term or
(Taken by Govt) | Private Sector) long term
Note-
We calculate Net ECM
Loan Received
less
Loan Given
What is External Assistance
/EXTERNAL ASSISTANCR How to Calculate External
l l Assistance
: | Loan given by Indian 7000
Foreign Help or Govt to Afghanistan Govt
country Aid for Infrastructure
; Development
1t refers to help/aid
received by one state Loan received by Indian
to another state J Govt from USA Govt for 8000
Important Points Covid Relief
* This loan is not for commercial
Answer
purpose
« |t is for helping different countries at Aid /Assistance Received 8000
time of financial crises or in case of less
calamity Aid/Assistance Given 7000
* It is given by one govt to another External Assistance (net) 1000
(not business)
Note-
We calculate Net External Assistance \A(e calcu.late NetEA
: ] . Aid Received
Aid /Assistance Received e
less Aid Given

Aid/Assistance Given




R TsERwTEEAT R
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Different Types of
Investments (FDI and Fll)

Foreign Direct
Investment (FDI)

It means Setting up
a New business in
Foreign Country
{Establishing
Factory, Shap,
Office)

It is less liguid
{Amount invested
cannot be
withdrawn easily)

It is more beneficial
to the country
where investment
made as it
generates
employment

Portfolio
Investment (Fll)

It rmeans
Purchasing Shares
of Foreign
Companies
Investing in Assets
(Deposits, Land)
ete of Foreign
Countries

It is more liguid
[Amaount invested
can be withdrawn
easily)

It is less beneficial
to the country
where investrment
made as no new
employment
generated

Difference between
Balance of Payment
Surplus, Deficit & Equilibrium

BOP BOP BOP

Surplus Deficit Equilibrium
Sumtotal  Sum total Sum total
of Capital  of Capital of Capital
& Current & current & current
Accountis  Accountis Account is
Positive Negative (i}
itleads to it leads to There is
Increase decrease no change
in Forex in Forex in Forex
Reserves Reserves Reserves

T Tt ST o d

" EER HaaE § 6 9 faa & oSt e
4 2 for 1 St warTe R EeErR

% 3E St WO SR ©, at
ST A © o it AR 3

A 3 S EqeR TR ©, ar
U Haels & foh it Tmer §

What does Central bank do
in Case of
Balance of Payment Surplus?

Current Account Surplus 1000
Capital Account (Deficit) -600
Balance of Account Surplus 400

' J

Y
Got has extra money of 400

it ask RBI to buy
Foreign Exchange (Dollars)
or Gold upto amount of Surplus

This is called
Official Reserve Transactions

How to Calculate

Net investments

It is difference between
Investment Received
and Investment Made

Example Amount
* Purchase of Shares in 1000
US Companies Shares
by Indian Investors
* Purchase of land in 1500
USA by Indian Citizen
* Adani India purchased 200
coal mines in Australia
* Investment in Indian 3000
Stock Market by Dubai
Investors
* Amt invested in Bullet
Train Project by Japan 4000
Particular Amount
Investment Made 7000
Less {3000+4000)
Investment Received 2700
(1000+1500+200)

Net Investment

4300

What does Central bank do

in Case of

Balance of Payment Deficit?

Current Account Surplus 1000
Capital Account (Deficit) -1100
Balance of Account Surplus  -100
\
iy
Got has shortage of 100
it ask RBI

To sell Foreign Exchange (Dollars)

ar

take loan from IMF, World bank

This is also

Official Reserve Transactions




arTfereRTiveR erRfera e @ §2

N 3T SO SR AT e % Aot 7 foeft gz ok snfuemii ser
T TSI HE 5 ToTe fser TTiRrshor (Shsfier sish a1 STRefaTs) 3R fohg
T A B

" R % IRE fafr s foeeft gamd s ver freren S €,
aAferere 3 R foreeft Hamd @i sl )
What are Official Reserve
Transactions?

Official Reserve Transactions

Balance of
Payment Surplus

Central bank

Balance of
Payment Deficit
Central bank

eithar either

Buys Foreign Sells Foreign
Exchange Exchange

or ar

Buys Gold Takes loan from

IMF, World bank

OFFICIAL || RESERVE || TRANSACTIONS
l l 1 ﬂute \‘
The Above Transactions are called
Undertaken Related Buy or Sell Accommodating Transactions
by to Foreign It is becouse
Central bank
(not ;Z.:ee);ves gt:rrency these transactions are undertaken to
business) Gold Accommaodate or manage
" : Balance of Payment Surplus or Deficit
¥ and not for Profit Motive _’/I
T e T THTI T AT
. Autonomous Transactions
v foaeft SFET T W AT SHIESH oFe % &9 § affed foRar S Suppose India is Facing Balance of
T Payment Deficit
A AT - ~
. WA ER A R A e E Current Account Surplus 1000
LI R K N B R ET RARR EaUS IR Capital Account (Deficit) -1100
= I sfrefidt Y feafe i wame e fomr fre sma €
Balance of Payment Surplus  -100
OPTION 1-Loan of 300 taken from EHISUR B i 4
Indian Bank @ 11% sy F$ = www A businessman wants to take loan of
( Before  After |  figr wrea & ofit st SO0 Crores
taking  taking
toan  loan e :;k:c;:;n?nr:m:nd' Bank @ 11%
! m Indian
Current Account 1000 1000 ﬁ & %, ar ES 31Tﬁ dgeht
Surplus T | T o
) Take loan from USA Bank @ 3%
Capital Account  -1100  -1100 "IE 39 qF W foem T
{Deficit) T 3R TR STIRIT ST 3
Balance of 4100 -100 et FeRrenss Bt
Payment Surplus . .~ .
NGl LE. A G st STe T AT A e
e —
This loan has
no effect
on Balance of
Payment
as loan is

from India
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»  gErt foeheT 2 i g SR Tt e & 0T i i a7 HH SIS W SR WG o TET 3] Al 39 et o et §
ETeT S,
FIF -
" U O & ST o Ievd T foR ST 81 3 31 it o SR &t g R ST € At st Tehmrenen & a3 o1
R forg s &)
EEHISUK

—> ST WTAT =1eT -300 3 it @rar ARRIY 200 7

— AW H, TaE foet = -300 + 200 = -100

— T TR ST SRR T H Her gt (319 forawft aT oiad i s
— 3aY foraeft g1 siem # firree STt 3 sheret it @rd # 2 €.

Accommodating Transactions

Suppose India is Facing Balance of
Payment Deficit AUTONOMOUS | ACCOMODATING

TRANSACTION TRAN [[n]']
Current Account Surplus 1000 SACTIONS

Capital Account {Deficit)  -1100 They are ThE\i .EII'E.
international international
Balance of Account Surplus -100 transactions transactions
What will RBI do in this case? which are which are
undertaken for undertaken to
OPTION 1 profit motive cover BOP
REBI will Sell Foreign Currency of 100 to surplus/Deficit
meet deficit
" They are They are
Option 2 undertaken by undertaken by
REl will borrow 100 from IMF/\Warld Private Sector Monetary Authaority
Bank etc. (Central Bank, RBI)
(’:‘-nte ) -\\] They are They are
Above transactions are not inidsrtslan undeartaken
undertaken for Profit Motive. rrespective of after seeing status
They are undertaken to affect on of Balancs of
;ccommodatlelur ma!nlage Balance of Balance of Payment
ayment Deficit .So it is called S— Surplus/deficit
\ Accommeadating Transactions J
T FATE?

" g e U HATS o SEH-NEH I 7T B
3TN ST, FIAT AT
foraeft vat ey gET T R?

N ST 37O 37 H SR AT ST & I O T el S 8
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Do All Countries have Same
Currency?

No
Each Country has different Currency

Example

B g ang s g

¥ 'gv * = This currency is
U = ."“é accepted in india

Tevee

Indian Rupee

This currency is
— accepted in
s Pakistan

Pakistani Rupee

This currency is
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Do All Countries have Same
Currency?

No
Each Country has different Currency

Example

e -
"': ;“g’ * = This currency is
. oo accepted in india

N e madk
A

Indian Rupee

“eee

This currency is
— accepted in
Pakistan

ST

e -

This currency is
acceptable
worldwide
{and not

only USA)

US Dollar

T % tabl
¥ 4 O "“e’z "ue 2. faReft ngT TeTe oik srfrerd =TIt
US Dollar e . -
(and not 3. sk wrfRreRtor (v I STTeas)
only USA)

What is Foreign Exchange Rate?
It is the price of one currency in

What is Foreign Exchange Market?

terms of another /foreign Exchangs Market
Y
Example 1 Example 2 Different Place
Currencies For Trading
Exchange Rate of A Exchange Rute of N )
Dollar is Pound is i r tev which
Rs 75 per Doflar  )|\Rs 100 per pound i 's.t S ekl
national currencies are
traded with one another
It means It means 8 .
1 Dollar=Rs 75 1 Pound = Rs 100

It has 3 major Participants:

In other words, we
car also say that

in other words, we
can afso say that

Commercial Banks

Rs 75 =1 Dollar Rs 100 =1 Pound ;?;ifr: Bang: gﬁy;::f 2
(Money Changers) With Public
Rs1=1/75Dollar | Rs1=1/100 Pound
Monetary Authority They do not
Rs 1 =0.0130cllar | Rs 1 =0.01 Pound (RBI) deal with

Public directly
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What Causes Demand for
Foreign Exchange?

{Why do we need Foreign Currency

like Dollars)

For Importing Goods

Foreign Goods

Country 57

India

For Purchasing Assets

Land/Shares Purchase India
in LUSA Dallars

For Sending Gifts {Uniloteral Transfers)

What is the Purpose of
Foreign Exchange?

d ,4
IMPORT Exbgny .

B B 1 o AT 2 It facilitates International Trade

) ) by linking currencies
L a;gaﬁ SR GaTat 1 ST (We need to convert our currency

2. foder # IUER ASEITHTH  to import or export or travel)
E BN L
3. forawr % foarwr (forger & wufa
@it
4. 9T (faewr ST ater &y
Toraft a1 Tie vt ©) i
s % (e el T e & It enable.s Comparison of.

) N International Cost and price
7 37 gEhl 1 e bl vt (Suppose a Car cost 100,000

BT R) Dollar in USA, It will cost
Rs75,00,000 in India)

foreft 71 = oiR fareott

) Foreign Exchange Demand
HET Wi < o Haty

NRI India For Speculation
Dollars = fao=ft g1 #T AT Suppose Dollar Rate is 75/$
foesft mer Y e %  Aspeculator expects it to become
Tourism > 80/5 in future
, ] SCHHTITAT Biel & /3 in
Foreign Taur India v
Dollars . fe faesft ekl Frer  So he will buy foreign exchange today
T3 i zed el w6y T i el o 3 and sell in future

Buying today increases demand for

» e foreft qET ol X et &, A sew faraRft HET SRt AT 7 i gt 2l Foreign exchange

~
Dollar Rate
Current  79/5 | Speculator
purchase 51000
Expected in and sells them in
future B0/S | future
Sales 80000
Purchase 75000
o / Profit 5000 /

This Purchase increase Demand for
Foreign Exchange




Foreign Exchange Rate
and Supply

700
aoo

500
400
300
200

100

Fareign Exchange Supply

X

20 40 60 80 100
Foreign Exchange Rate

On X Axis,
we show Foreign Exchange Rate

OnY Axis,
we show Foreign Exchange Supply

As the Rate increases,

Relation between
Foreign Exchange Rate & Demand

— W
-
o

Imported Car Cost S 100,000
Year 2021 Year 2022
Suppose Suppose
Exchange Rate is | Exchange Rate

Rs70
What is Cost of
Car in Rupees?

increases to Rs
80. What is Cost
of Car in Rupees?

Cost = Cost =

100,000*70 100,000*80

= Rs 70,00,000 = Rs 80,00,000
Price is less Price is more
More Cars Less Cars will be
sold sold

More Demand Less Demand

Supply also Increases
Hence, 5upply Curve has Upward Slope

[Demand of Foreign Exchange Decrease

When Exchange Rate increases

:

Torcroft 75T Y ATYTT 6T AT HROT 72

T # Tt e o6 vaTe et o @ g &

1. AT SR Saret w6 fata

2. et A1 W IUETY/TheohT FTIToT STH ShaeAT

3. forfRrelt gr e 7 o foarer

4. T 37 H RIS (VI 3T aTel @ oht STt ety T st ot
)

5. ST (AN foreaft a1 serct & AT 37 SHhl shivial FH € T 3Rfie
&rell 8)

Fordoft wam ov ofR fordeft e amfet o ofer defer:

foraeft Ta7 i STl wTer forait s ot T & AT Bt
g

it foraaft oen ot ot sreelt &, o1 ged et wpam ot gt
EIE-Snind

<

afe feraft wam ot @@ wredlt 8, < sed feraeft wpam ot Smmgfd &
BTN

Foreign Exchange Rate & Supply

L st
e 0]

Tour to India Cost Rs 140000
Year 2021 Year 2025
Suppose Suppose
Exchange Rate is | Exchange Rate
Rs70 increases to Rs
What is Cost of | 100. What is Cost
Tour in Dollars of Car in Rupees?
Cost = Cost =
140000/70 140000/100
=52000 = 51400

33 i &
by 3 ki,
Price is maore Price is less

More Tour sold
More Demand of
Foreign Exchange

Less Tour sold
Less Demand of
Foreign Exchange

When Exchange Rate increases
Supply of Foreign Exchange Increases

| J
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Schedule Representation of
Flexible (Floating Exchange Rate)

( Foreign  Foreign Foreign h
Exchange Exchange Exchange
Rate Demand Supply
70 900 500
71 800 600

s 73 600 800 5

This This
Decreases Increases
with with
Increase Increase
in Rate in Rate

Here Demand=Supply
This is how Foreign
Exchange Rate
Determined

Graph Representation of
Flexible (Floating Exchange Rate)

Y
9001 s
800+
700+ b « This is
600 t Exchange
5001 ¢ Rate
070 71 72 73 74 X
5 Graph )

On X Axis, we show
Foreign Exchange Rate

On Y Axis, we show

Foreign Exchange Demand/ Supply
Demand Curve has Downward Slope
But Supply Curve has Upward Slope

At Point of Intersection of
Supply Curve and Demand Curve

\Exchange Rate is Determined )

How is Exchange Rate

Determined?
1

! |

Flexible Fixed
Exchange Rate Exchange
(Fleating) Rate

Exchange Rate
fluctuates
\

Exchange Rate
is fixed

s
Managed Floating Exchange Rate
Year Rate
2020 701
704

2021
2022 703

Exchange Rate
Fluctuates within a range

What is Flexible or Floating
Exchange Rate

Year Exchange Rate
2020 70
2021 75
2022 80

In this case, Exchange Rate is
determined by forces of

Demand and Supply
Demand of Supply of
Foreign Exchange  Foreign Exchange
| |
More the More the
Exchange Rate Exchange Rate
Less the Foreign More the Foreign
Exchange Demand Exchange Supply
(it is Inversely (it is Directly

Proportional) Proportional)
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What is
Depreciation and Appreciation

Depreciation and Appreciation
of Domestic Currency ?

TS HET o oag &1 Fm ; e
t{ of Domestic Currency ? Depreciation Appreciation
T e ; ™, It means It means
T 7 T WA Depreciation of Domestic Currency Increase in price of | Decrease in price of
. 1 forelgn currency foreign currency
a1 Eql qoT T foaeft Decrease of Indian or ar
=T ohY ShiFd | ot \__In Price Rupees v Decrease in price of| Increase in price of
) <
P : i d ti
prprecmt;an of Domestic Currenc;" domestic currency Omestic currency
o e fafamr et | . Foreign Currency Foreign Currency
Incre.asfe of Indian () becomes (S) becomes
707 \__In Price Rupees . expensive cheaper
1 911 o€ 9% dgp  Example Euamp_le EuTlrnp:je .
S Exchange Rate of 5 increased fram Dollar increased Dollar decrease
& ST 70 to 75 per dollar from 70 to 75 from 75 to 72
5 B Earlier Now It is caused by It is caused by
I e figeny  $1=Rs70 15=Rs75 Increase in Demand| Decrease in Demand
Rs1=1/70 Rs 1=1/70 Or Or
IMFTATGTE - ) )
=50.0142 =$0.0133 Decrease in Supply | Increase in Supply
eI M FEEha & Value of Indian Rupee decreased of Foreign Exchange| of Foreign Exchange
o5, emifeh <o & o0 this IS Depreciation of Both Depreciation and Appreciation
S S — Domestic Currency (Rupees) possible under Flexible Rate only
T FAE T
] HET o Heag 1§ T &I

— 7 foraft wpgm ot wi & gfig 2 foreft g oY ST & st 3 speor B 21

What is Depreciation
of Domestic Currency

It means

Increase in price of foreign currency
or

Decrease in price of domestic currency

In this case
Foreign Currency ($) becomes expensive

Example

Dollar increased from 70 to 75
It means Rupee depreciated
from 0.0142 to 0.0133

Causes
This is caused by
Increase in Demand
or Hence there
Decrease in Supply are
of Foreign Exchange | 2 Cases
of Depreciation

Depreciation due to Increase in
Demand Of Foreign Exchange

How is Exchange Rate Determined
under Flexible(Floating) Rate?

It is determined Y
at point where
Demand & Supply

: D S
curve intersect
It is at Point
E in this case S D

0

What if there is Increase in Demand of
Foreign Currency?

Depreciation due to Decrease
in Supply of Foreign Exchange

How is Exchange Rate Determined
under Flexible{Floating) Rate?

It is determined .

at point where

Demand & Supply D c

curve intersect

It is at Point

E in this case S D
o}

X
What if there is Decrease in
Supply of Foreign Currency?

¢ In this case, Y

In this case, Y o Supply curve D S
Demand'curve 1 moves Rightwards \E/ .5
moves Rightwards D \\E S Now Demand & /<51
Now Demand & - 3 Supply curve meet e
Su a

pply curve \ D, at‘El S S I\ D
meet at E1. It is new :
It is new 0 S "D v exchange rate  ©

exchange rate




BT AT T AT (Fh) T T /T 82

» oo 37 & TRl T o e 7 et T o o o o e feraelt g oY S1mafd # e ok sror Erar )
" IR A ST ff 3T 70 T R1 1 o e, A€ e 65 Y 81 ST 2| $HeHT HAed © foh R R w0 3h et

ZFeT 3T & S T T 2

" T T ol i W © 1o, STHTCHT ST ohT JorT H HRATT &9 T 7o ¢ 11 &

What is Appreciation of
Domestic Currency?

[t means

Decrease in price of foreign currency
ar

increase in price of domestic currency

In this case
Foreign Currency [5) becomes cheaper

Example

Dollar decreased from 70 to 60
It means Rupee appreciated
from 0.0142 to 0.0166

Causes

This is caused by

Decregse in Demand | Hence there

ar are

Increase in Supply 2 Cases

of Fareign Exchange | of Appreciation

ATl 3 TUTTeT o Steta farfmar a2 st awifara e oot sides T 82
faferiad shes fafame <t st gurfad i &

1. fereeft qzm <At AT

2. faret qam St AT

3.3

4. ITTHA

5. 31 &L
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Casel

Appreciation due to Decrease in
Demand Of Foreign Exchange

How is Exchange Rate Determined
under Flexible(Floating) Rate?

It is determined v
at point where
Demand & Supply
curve intersect

It is at Point
E in this case

0

What if there is Decrease in Demand

of Foreign Currency?

In this case, M

Demand curve

moves Leftwards DP\\
. z E

Now Demand &

Supply curve
meet at E1.

N

It is new
exchange rate

= gEfere, 3 STETTGd g o 31tk @ded 2

" O TR H g el 2 36 T Tt T oy Wi siferen 8 STt 21 $e e

TR T ST I 2

Case 2
Appreciation due to Increase
in Supply of Foreign Exchange

How is Exchange Rate Determined
under Flexible(Floating) Rate?

It is determined A
at point where
Demand & Supply| p
curve intersect
Itis at Point

E in this case S D
0 X

What if there is Increase in
Supply of Foreign Currency?

In this case, Y
Supply curve SV
moves Rightwards ED E’
Now Demand & 4=

Supply curve meet |* /
E1 Y
at. S D
Itis new
X

exchange rate o

Factors affecting Exchange Rate
under Flexible Rate System

Factor ' Y
We have already studied
Supply of Decrease Depreciotion
Foreign
Currency Increase  Appreciation
Demand .
D Appreciation
of Foreign cerease App
Currency Increase  Depreciation
. A
income )

Lpeculation

fnterest >_ These we will
Rates study now
Purchasing

FPower

Theary




Effect of Income on Exchange Rate

If Income Is low |
|

Customer

spend less

(Low purchasing

power)

|

They Purchase
less Imported
Goods

}
Less Demand for
Foreign Exchange

}

Decrease in Rate
of Foreign
Currency

|
Appreciation of
Domestic
Currency

If Income Is High
|
Customer
spend more
(More Purchasing
Power)
|
They Purchase
more Imported
Goods
|
More Demand for
Foreign Exchange
|
Increase in Rate
of Foreign
Currency
|
Depreciation of
Domestic
Currency
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Effect of Speculation
on Exchange Rates

Exchange Rate

increase Expected
Current Exchange
Rate =Rs 70 per &

Speculator expects
it to become
Rs B0 per S

|

S0, speculator
Purchase dollar
now & sell in future

}

Exchange Rate
Decrease Expected
Current Exchange
Rate =Rs 70 per %

Speculator expects
it to become
Rs 60 per S

|

50, speculator
Sell dollar now &
buy in future

l

Sales a0 Sales 70
Purchase 70 Purchase &0
Profit 10 Profit 10
Furchasing now Selling now

increases demand
for foreign currency

decreases demand

for fareign currenc

Effect of Interest on

Exchange Rates

Suppose there are 2 Countries A and B
Country A Issued Govt Bonds @ 8%
Investors of Country A buy this bonds.
Suppose Country B also issues Govt
bonds but gives 10% interest

What will investors do?

Country A {
Govt Bonds 8%

Country B
Govt Bonds 10% )

}

It has lower
Rate of Interest

Use

|

It has higher
Rate of Interest

Investors will Investors will
sell Country & oney buy Country B
bonds honds
Demand of Demand of

A Currency B Currency
Decreases Increases

[Depreciation)

[Appreciation)
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What is Purchasing

Power Parity Theory?

PURCHASING
POWER —, Number of goods a

unit of Money can buy

PARITY =* Equal in Different
countries

THEORY = Theoretical concept

As per this theory,

Exchange Rate adjust in long term in
such a way that same products cost
the same whether measured

in domestic currency (Rupees)

or foreign currency (dollars)

Assumption

There are No Trade barriers
(people are free to Purchase goods
from any country)

There are No Tansportation Costs
(There is no cost of bringing goods
from one country to another)

fFAfara e < gt

What is

Purchasing Power Parity theory?

Suppose a Shirt cost Rs 400 in India

and $8 in USA

Cost of Dollar is Rs 70 per Dollar
Which shirt will sell more?

Shirt
Cost in India
Rs 400

|

Shirt is cheaper
in India

Customer Prefer
Indian Shirts

More Demand
For INR

Cost in USA
58 * 70 = Rs 560

}

Shirt is expensive
in USA

Less Demand
For US Shirts

Less Demand
For Dollars

Dollar /INR Rate will decrease
Until both shirt cost same

v oA F, e g o e o we gr s 21 ot wfofe sar-were T a8 saren e i

Tor Tren fafmer 22 70 T93 9 Sior 99 Xt 2, I8 ds o ael W STel deh TehT 39 SIealTd g shidl|

» g foraeft ST 3 feorar giTEra st o fore foram ST 21 wreehm forfaerar 3T et 80/$ 79 wigT wehdlT & Fordt S7aear et ST
) A7 Twr 3T hi 2Tt 60 TR Wikt $ 3 Hehel! & TSR qeeaier e STt &

Fixed Exchange Rate System

-

»= In this case,

Exchange Rate
Normally
§ Remains same.
It is fixed by
Government
mes Exchange Rate

never change?

Mo

It may be Increased by = Thys s

Govt colled

(Rs 80/Dollar) Devaluation

or

It may be decreased by 4= This s

Govt colled

.\L{Rs 60/Dollar) Y, Revaluation

Example 2
Devaluation or Revaluation
Suppose Dollar Rate decreased

from Rs75/5 to Rs 50/S by Indian Govt
Is it Devaluation or Revaluation?

Year Exchange
Earlier $1=Rs75 [ Thisis

Rs 1=51/75 || Revaluation of

=$0.013 Rupee as

| Price of Rupee

Now $1=Rs50 Increased

Rs1 =S5 1/50 from

=$0.020  J|0.013t00.020

Nee—

For Revaluation

We check increase in value of
Domestic Currency (INR)

And Not Foreign Currency
(USA)

Devaluation and Revaluation

Devaluation

It means
Reduction in Price
of Domestic
Currency in terms
of All Foreign
Currency

Higher Exchange
Rate Is Fixed

Exchange Rate
increased from
70/$ to 100/ S

Itis good for
Exports

(as exported goods
become cheaper)

Revaluation

It means
Increase in Price
of Domestic
Currency

in terms of All
Foreign Currency

Lower Exchange
Rate is fixed

Exchange Rate
decreased from
100/S to 50/

It is goods for
Imports

(as imports
hecome cheaper)
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Basis Devaluation

Revaluation

Meaning | It means Reduction in Price of It means Increase in Price of Domestic
Domestic Currency in terms of all Currency in terms of all foreign currency
foreign currency
In this case, Higher Exchange Rate | Inthis case, Lower Exchange Rate is
is fixed by Govt fixed by the govt

Example | Exchange Rate increased from Rs Exchange Rate decreased from Rs 70
70 per § to Rs80 per & per & to Rs60 per &

Hence, Value of Rupee decreases Hence, Value of Rupee increases as
as compared io dollar compared to dollar
Method | When the govt increases exchange | When the govi decreazes exchange rate

rate

There is excess supply of foreign
currency in market

There is excess demand of foreign
currency in market

So Govt buys foreign Exchange
from the market

Govt Sells foreign Exchange in the
Market

TAfara farfamer =2 o er=iet farfama 2 o6 ofter et

ffa e = weie T =

TG A H, T o0 aehr gry o < ST @

38 e, forfmer s wi siw s A it gr feffa e @

Devaluation and Revaluation
Done by Govt (RBI)

How is How is
Devaluation Revaluation
Done Done
RBI Purchases RBI Sells
Dollars from Dollars from
Market Market
Increase in Increase in
Demand of Supply of
Dollars Dollars
Dollar Exchange Dollar Exchange
Rate Increases Rate Decreases
Causes Causes
Devaluation Revaluation
Of Rupee Of Rupee
.
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Definition Nominal and
Real Exchange Rate?

Nominal Exchange Rate

It is Normal Exchange Rate

Price of one unit of Foreign Currency
in terms of domestic currency
Example -75/5

Real Exchange Rate
It is relative price of foreign goods
in terms of domestic goods

Real Exchange Rate =
MNormal Exchange Rate*foreign
Price/Domestic Price
75*%2/100
=15

What is Purchasing Power Parity

If Real exchange rate is equal to 1
it is called Purchasing Power Parity

Example

A Mc Donald's Burger cost Rs 150 in
India

Same Burger cost $2 in USA
(Exchange Rate Rs 75 per S)

Burger Burger Cost $2
Cost Rs 150 Cost in Rupees
=2*75=150

Real Exchange Rate =

Normal Exchange Rate*foreign
Price/Domestic Price

75*2/150 =150/150 =1

This is called Purchasing Power Parity

Example
A Mc Donald's Burger cost Rs 100 in
India. Same Burger cost $2 in USA

India USA
McDonald's

Burger Cost S2

(Exchange Rate

Rs 75 per $)

Cost in Rupees

=2*75=150
Ni

It means a Burger costing 100 in India

costs 150 in USA

So real Exchange Rate of USA is

150/100=1.5

What is Nominal and Real exchange
Rate?
Nominal Exchange Rate

Burger
Cost Rs 100

L J

Rs 70 per S
Real Exchange Rate 1.5




Example 2 -
Purchasing Power Parity

A Mc Donald's Burger cost Rs 100 in
India

Same Burger cost $2 in USA
(Exchange Rate Rs 50 per S)

USA
MEDOnaId'S
S

Burger
Cost Rs 100

Cost in Rupees
=2*50=100

Real Exchange Rate =

Normal Exchange Rate*foreign
Price/Domestic Price
50%*2/100

=100/100

=1

This is called Purchasing Power Parity
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Diagnosis of candidates based
on background, level of
preparation and task
completed.

Customized solution based on
Diagnosis.

One to One Mentorship.
Personalized schedule
planning.

Regular Progress tracking.

One to One classes for Needed
subjects along with online
access of all the subjects.

Topic wise Notes Making
sessions.

One Pager (1 Topic 1 page)
Notes session.

PYQ (Previous year questions)
Drafting session.

Thematic charts Making
session.

Answer-writing Guidance
Program.

MOCK Test with
comprehensive & swift

assessment & feedback.

THE COACH
1: 1 MENTORSHIP BEYOND THE CLASSES

Ashutosh Srivastava
(B.E., MBA, Gold Medalist)

Mentored 250+ Successful Aspirants
over a period of 12+ years for Civil
Services & Judicial Services Exams
at both the Centre and state levels.

COACH UPIEH

Manish Shukla
Mentored 100+ Successful
Aspirants over a period of 5+
years for Civil Services Exams at
both the Centre and state levels,





