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AHAHIAE AHEET »SERTAST © AU’ § AHST ©F AarH ferfe yes ager, fefenmafawt feg AHEST niderAs9 € fefss

It friR-IASE nw, Jrarg Busar, HeTREIS w3 HeT & HaT @ feg vurt gt T ferdRs J9s € AHS UeT 9o |

USIH

(SYLLABUS)

AHAZ Mi9gAAST © fAgis

(Macroeconomic Theory)

YIH SHERET feg AIaTd! HeY g9, Hefes SHSw nife AHsE T fefonraet tar I3
Objectives

To give the students an overview of contemporary macroeconomic theory and to make the students understand
and analyze relationships among different macroeconomic variables such as national income, employment,
consumption, inflation and the quantity of money, Student will be able to understand the role of government

expenditure, taxation and monetary policy in an economy.
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fearet-1: AHEST »iTeAAST @ ufgew

ﬁl

feargt-1: AHAST »iggATA3T T Ufded

(Introduction of Macroeconomics)

few Az (Contents)

€<% (Objectives)

YA3=&T (Introduction)

1.1 AHAZT »SEATH3Y & I? (What is Macroeconomics?)
1.2 AHAST wiouAH39 &g »irt &t niftirs a9 T2

(What do we Study in Macroeconomics?)
1.3 AHAS »iJEATAST o HY -t (Major Macroeconomics Issues)
1.4 FAHAS »TERA3Y %R M3 Budgs

(Macroeconomics Targets and Instruments)
1.5 HAEH (Summary)
1.6 Hg<=dd (Keywords)
1.7 fg™ ya& (Review Questions)
1.8 A¥fuz yAzat (Further Readings)

€<w (Objectives)

o fon fearst @ wiftmis 3 g fefonraet dar J=ar:

o FHAZT WJERTHST § A6E BET |

o FAHAC WMIERHIT & AHAneT & niftmis a9 &t
o FHAZ MIEATHST T BaH M3 uads Aas STt

YA3EST (Introduction)

AHESt A © ¥§ (Origin) 8 ANSE &% It niFt ferer w9 7 AaR o1 feg Fee ala € HadA
(Macros) mae 3 fenr famr 31 farer 8 3T &9 nige “I377 (Large) I | i3 AMACT WiTERTHASS
3 Fe fenug Ut 3 HYTs nive-feerer & ferdAE a9a™ J|

1.1 AHES MTEAA3Y & 77 (What is Macroeconomics?)

fefenmsfamr ¥ Bt AHACH »idE-AHST dEt &< AEE a4 J 1A% feg 3AT »ug =fore Homfia
Uad (Senior Secondary Level) 3 ‘fendt’ »i3 ‘AHAS Aget € »is9 § gdft 3T ANS ga I5 | fer
539 § fea @19 feg Soa 92 feu faur 7 Aawr 9 fa fenmct nige-rms9 few nefaa At
T OTTS TSP YU 3 fa37 77 AT 9 (fR - fex euastas ufgem, fex ewadias eon, fox
TEASTAS Betar m3 fed TEaStaIE o79) AT’ AHAST »iTEATHASY e AJ »igy feerET (Economy
as a Whole) @ U9 3 »iafaa AHfmet @ nigws o=t Afer I

o RIS T U3 “AHAS PTERHZT AT MTEATHST € S9USEE 3’6 A3 J1 7’ (Macroeconomics
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AHAS nidEATAST © fAgis

deals with the functioning of the economy as a whole.— Shapiro)

o TS AIS6J < AT feu “AHAE »IE-THeAT @ AET &3 AJ 997 % J i »9E TH=rE
few Szue & yst w3, fere AATs © far A Stae Sutiar fasT A 3, IHedw ww
T ag M3 AHTSH StH3 Yad | ’(Macroeconomics concerns with such variables as the
aggregate volume of the output of an economy, with the extent to which its resources
are employed, with the size of national income and with the general price level.”— Ackley
Gardner)

o BN, 89U AUGHY ¥ Aue 39, “AHAZ! neu-AHS3T T AET UJ nIE-IG<HE W3 BAT I3-
I3 A3 feu I fene feu g fadt AHfiret & nioors fa3T Afer 3, fAQ Sdwerdt @ uaw,
HEJ™ Afef3 & €9, IHeT T AT 83U w3 39 fom, fiaAer udt ngu-feuener &t Hase
31 (Macroeconomics is concerned with the economy as a whole or large segments of
it. In macroeconomics attention is focused on such problems as the level of unemploy-
ment, the rate of inflation, the nation’s total output and other matters of economywide
significance.” — M.H. Spencer)

fex FIEIB'T AeuTst (A Necessary Caution)

AT €9 faar AT I fa AHAS »ieE-AHEST (Aggregates) A/amT™ & Wes J & fa “<wastas
fearfentt” (Individual units) &, faAET »iows fAge <afis »9g-AHE39 9 Ot fasT a7 AeeT 31 w9
feg »izg viRuRe 31 feR »i3T § AHST € BTt AreuTs! € B 188 fer AET feu feshor arfenr
< I 9g3 At I-

() FHAS MIERTAST AT & wiftmis I w3 8T 3=® AWEt nige-feerEr @ UTT 31 »i3:
e WAt AHAST wiTafeerEr & Har @ 83y S9e IF 3T AT 3 AHAY HdT (Aggregate
Demand) 3 der 3 | fareT fows »i9e AHAS TA3< »i3 Ao’ ©f AYGT nigg-feemar @
A 8397 @ordr i3t ot Har 37 3, (f° A9 ufgemat, AT @9HT i3 ATETS =t HaD) |

(i) feo feu & AT a7 I ot TEHS MITERATAST feu w3 feagh e nomrs fagT AT
J U9 ferer H3wY feu &dt ot for feu Suafsa= feaehr 3 ATfUS ANY @ »iuws &dt
fagr amer|

|

3eH TWHE W3 AHAST €= NTERTASY  Ha/yast & A7 fasT Arer I 1 Hare feniAet
WIEAASY feg Ao fan fea @Az AF a79 ( fAR, fagae & det e g4m9)
39 It AtfH3 ge , ATfa AHRCT »9EBRTASY feg 86 AT A3 3 Aeret a7
73 fagr aer 3 fasmd fea niourAST Uer Joet 9, 99 feo fagae & de
At yafamit A g

feniASt »i9e-AH3T fev AT nTHT PTERTHST ©F US YASAT (Text Books) & Har »i3 yast € AgT
& 1% I9e It 8F AST H3BY I8 NTEATHST € UsH & ITHT 5% JeT J, oJ < fon feu g% Har
3 g% YISt AHE gt I 32 feg Ardt ¥ar 89 A fefonmafimt &t gt 9 7 fAge nioerms9 <t
USH YASE HItEs 96 M3 g% YISt & 85 Arfanr eaut & gEt 95 Aol W39 nigeRASe & us
YRS §9< J1

formdt TeRH3T M3 AHES MIuRTAST feu »izg @ uA fife

(Salient Points on the Difference between Microeconomics and Macroeconomics)

1. FAHYW @ H3J (Degree of Aggregation)- feniAct »ITEAHST M3 AHAST MIERTAST © niT-
Ifgx 33T @ AHY &t W39 &g vizg utfenr Arer 3| fenirdt nieer A9 €% niged AHATT=T

LOVELY PROFESSIONAL UNIVERSITY



fearet-1: AHEST »iTeAAST @ ufgew

T NUGS d9eT J 7 8% »igEs fearet (Single Economic Unit) fAR e @9 AF niex
feafentt @ fex 82 AHT, AR fex Betiar o7& Aafus I1 AR WJERA3Y fed »iTERTAST
@ 99 fex oM & w9 AHAWTT @ nious 9T J 1 fenAct-neurAsT feg nigea 33
T &2 I T »Ows fI3T ATeT J A AHACT WJERTASY U W9ES 997 & HU3SUIE AHY @
niows foz AT 31

2. wiftmis & AEF (Focus of Study) - fenEt »TERTAST € miftmis T A9 ATGT € NiggBsH
goT9 % YO fAUtst, AHfimiie wid stfawr e niftmis 31 fege 88 AHAST- niTeR™AST
T niftrs T S'e9 nigefeerEr feg Uet A1 T¥t ARt @ Jadr9 & AfESt (Employment
Status) »3 FAUST @ feam a7 Aafus fauist, AHfmiie »i3 atf3nt @ wiftkis T

3. feR A3 T US ni39 (Basic parameter of Subject-matter Difference) - fenirct -nigg
HA3Y W3 AHACT WJERTA3Y € HE »i3d ©AT J8 YeHd At faimr (Prof. G. Thimmah) 3
faar 3 fa fenirt-nigerA=39 AHfmet @ By faguraa aH3 (Price) 31 Aefa AHAZT- »igg
HTA3T et AHf et 27 iy fagurad mes (Income) 31 feaniact-nigaRTrsg &9 Busasr,
B3uwa, 83uws T AUs wife niafaa fearfent nmug fefss gmat &g W3 (Prices in
Different-Markets) € murg 3 3% J& | fere feudts, AHRST wigeRR3T 29 a5 foen, & 993
nife Aoz fsgs Hy miHes 3 IHEdt »HES (National Income) & »a'g 3 %8 AT I6 |

4. wiftmis Ehpt feftort (Methods of Study) - fenRt-nigaR™39 @ AU’ & fegrs a9e AHg
oAt feg ¥is &2 T fa « J9 It fed fadt gt 37 (Other things being equal) | 8eraaz 2
&, Har @ fouH feg »imt i3 w3 Har &t Hi3aT @ S5 @ Hag & wifts s9e J1 HaT 3 U
T g 337, AR BusazT &t ninies, BREt ves, BRET gut, Haus Rz € aist et
uIge § Afeg He 8T Ia | niftmis €t fer fedt § wifia Hs®s ferdme (Partial Equilibrium
Analysis) faar 7er 31 fere 8% AHRST nigErAsT few wiefax 33T § Hoseyss AWt
It AHRET WTERTHST © miftmis & doed fig 31 nifts & fer fedt & nee-Aew A3®s
femdmz (Quasi General Equilibrium Analysis) faar Amer 3|

5. H&M3=T T AT (Set of Assumptions) - fenEct-»i9e ATA3T W3 ANACT MIurA3T fefss
Hanw3Tet 8 AT 3 mrefas 31 fenmct-mioerrs9 feg wiarg feg ¥ form aer 3 fa 8n
feg ygz JIrars & TE3 Ut AEt I1 9% 83uEs w3 g® u99 § < Afag He feur A
31 fegst HenzTet @ g 3 feg Ares & U=6 |37 Aet I fa ARTsT 87 migg®sH geeraT
(Optimum Allocation) fa? ger 3 »3 far fefgs nafaa fearfenr Agws & o3 § U

S9dt 31 feoe feudts, AHECT nide ATAST € feg AMGW Hens™ I fa FATST e gemedr
WESHIH TE I TR Ha3T & nigrg ug &g HgH a9 & AS6 aisT AT J & fas Irdtw
AAOST § Y9 IAdrd U J AeT J1

I fenmdt-mEd feda ™ (Micro — Macro Paradox)

7=t It feniasias ung 3 AT 3, HOW feg AyEt nioe-feerar @ wEt At 5 9

Berggz 2 &t (1) Haq foa fena3t nust niHes e @37 forr gg8et I 3 feg Bae &t Hgardt
J AT I U A9 AHYT ANH, Ufo®’ &% <t @T 993 a9 %4 37 ferer ufgeH J<ar: &%
Busar feg at, am Har feg t, & Uast <8 ot wiz Tt nindes few st fer 39t frmme
93 AHY AHH BT fesrardt § Aaet 1 (2) #ad fed fenast &a ffg U@ mug At €83 §
3" foer 3, 37 fer 575 89 § dE &I AT gaHS 5T 94T, U AT AHTEIST mruSt-nnust At

LOVELY PROFESSIONAL UNIVERSITY
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AHAS nidEATAST © fAgis

3t QT IAAIY TS I ARG, UT AT HAEY MTUSH HAEd! ©F €9 uie 59 9% 3 §aat &t € nrr-
Heat We § Aratt, oo € g% Har we I At e 57 g% 83ues & ue Aar | ufseHAgY
IHIM9 = Yu9 <EE © TR ue Aeadr|fEd o fesush €9 fonimct-niger A3 w3 AHRST
NYEATAST € W39 § a3 a9e I fea fenmet w3 AHRST neeRAST o fesursm T

ud. 8f&sar (Prof. Boulding) 3 fenEt »i3 AHRE »ideRAST € WisT § fed Tauz w3 fex Fars
T Beradz 27 AURE fast I1 fegsT @ nigAa fAR 39t feq Hos aet E9usT @ AW Fef J1 B
Bt 397 fex nige-feere ot fanfafsn v fz I Tou3s w3 fex Haw fSo u? AT =& viza fer
397 95— () foa fenaStars e9us HI AdeT J Aedl Hai® Id <8 Joer J1 (W) fex eaus feg niar
BIE & I ugedst adt utet At U9 Hasst R vl T BT 8 vitd 9% T 1 (%) fex fenaStas
TIHI T WTAUTH O A% 3 dEt miAg &4t UeT U fed #os Aeey § ugsTes ader 31 fed fror
W39 fenEdt W3 AHAST »ITeRAST feg & uar Arer 31 ot @9 fed faot uasts gef J iR fx fex
wigfaa afanr &9 feniatas erfeds &% udledss d faar I ug fea AHET (Aggregate) ® TRfeaE
&% 8r feu mfgest ust At 31

fOMHST-"TERTAST M3 AHFAET »JERTAST € WiST € yiftmis a9s 5% feg foraan adt feasar
grfger {5 feg € »ige-AH3T & nisar-nwar ST I 1yt 397 &dt | ofaas &g fea @ niftis 5%
n & niftnis = famis uauzs ger J 1 feg 37 Ifaas e nisdr-nisdr vidfaa AHfimret w3 yet @
niftmis & wisar-niwsar feftorr 95 | &t @79 feg fex ER ® Y9 AT 96 | MEAY AHACT %id" ATASY
@ ufgrsgty ffT ( fAR, »HEs JAdM9 »i3 &% Hal & AW) fonastas B3uws feo 2rw fae o6
fa Bgar § &t w3 oo 83ues a9z I1 fert 397 UTw HAUGT ¥ T93HTT gev & nighe U9 3
nige-feerear @ 3t feam Aot GAa™IT W3 S9WSTH Fa72 AT T |

A< WS (Self Assessment)
feaz &=t § 39 (Fill in the Blanks):

1. AHASI WSEHASI UT............ 2 I9uadE 5% HY U3 T

2. AHAZT WiTEATASY 3 wifsus feoux Uod 3 ydt nige-feemar et . FI=T J|
3. FHAST »iTEATAST ¥ A9 ydt niog-fesrer i3 8RR @3-38 ... % J1
|

-

ACH FAHAST WIgATA3Y U U nidg-feereT € U9 3 wafax AHfAm=T T niftis
fazT A/ I

1.2 FAHAES nTEATAST &8 At ot niftis 9T It?

(What do we study in Macroeconomics?)

fen U9He T AEU ANACT MIERTASYI € 839 (Scope) 3% J 1839 & H3%Y J feA3™ (Dimen-
sions) H3®Y aFT-aAFt nirafaa AHTAMTET M3 HE ANAST MITERA3Y &9 AHS a3 7T 7% | fere
fomrs ferw-AnHadt § Aas BET Agdt I ferse &9 AHECT »iIeRAST & niftris A3T § J5
feg g AfHe fagT Aer T -

LOVELY PROFESSIONAL UNIVERSITY
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1. IHeSt mHEs e fAUTS (Theory of National Income)- AHRZT »TERTA3Y fe@ ITHIST -
Hes & fefss neuee=t, fere fefss 33, fead Huz <t feftorm »i3 AR B4 & wiftmis
fazT 7T I

2. Jwarg & fAUi3 (Theory of Employment) - AHAST »i98 ATA3Y 9 Srara w3 S9warst
&% AEs AHfet & & wiftmis fasT Amer 31 fer &g Irers € Uog § feourfos ooz @
fozT A/ 31

3. Wed ¥ fHui3 (Theory of Money) - HEdT & Hal »i3 yIst &9 J= @& ufgedsat & IAdrg
T Uu9 3 et ygge Uet I | AHECT nidE-ATHSY feU Hed' @ J9d 8A &% Huus froist
@mﬁmﬁﬁywﬁl%mﬁﬁaﬁmmwé%ﬂmﬁam
fazT Aer 3

4. AHSW SH3 UTS T fAUT3 (Theory of General Price Level) - AH®W StH3 UTg &9 9=
TH ufgeasat @ wiftmis AHACT Wi9E ATAST ©F HY AHfmet 3| fer Aoeds ffT Hea Aets
( »3 3T feg I T AHBE feadt) w3 Hear feres (3 StH3T feg I T AHeE
IHY) & At ¥R 35|

5. niafax Aefeadt & fAUis (Theory of Economic Growth) - AHRZT »igg ATASY &9 migfux
Hefadt e g9 fenast & eAsfea nines feu d= Tt <fadt 3° Aauz AHfmIeT @ wiftmis
fazT Aer 3 | nisufeafits wige-feeramit & Hefadt Aatt AHfAwT e feRm qu 3 niftis a3
AT J| AJATS ©f Head mi3 feShor sifsnr wr & fer &8 wiftmis fa=3T Aer 31

6. ni3gaTHSI TUg T fAUTS (Theory of International Trade) - AHEZT wige ATAST fe fefss
eE @ &g J= T® Tug = St wiftmis fa3T Arer I nizgarEedt IuT @ fHUTS, AHESS
(Tariff), HIRE (Protection) ¥ AHAZ »dE HA3Y € 993 HIITUIE fe@r J1

AR HBWAE (Self Assessment)

ggfeamila yAs (Multiple Choice Questions):

4. FHRA AEE T ... Aee 3 fanr famr 31
(8) Ha9H (Macros) (nf) HEI&GA (Micros)
(¥) Bdtatts (Origin) (A7) fee feu ot & &t
5. feHrdt w3 AHEC nigeRTAST <9 A9 fagT A I-
®) Harer (M) Har/usst =
() yIst & (7) fee feg ot <t &t
6. TeHHST »ISERTAST AHAST WSERAST @ M9fExX 33T T ... gt U39 g »isg
U Jer J
(®) myew () BTS
(3) <9 (7) fee feg ot <t ot

1.3 HAMEZT MJ" HAST € HY AHfA=T (Major Macroeconomics Issues)

H'$ AHACT 9" FTASY € 8 oy J? of forrct wigu-mAsg wife AHfimet & AHSE, 8rer
fer@EE w3 ANTS S9E Bt A&t &dt I? U 39 3 adt | fenirdt niou-AAS9 feg niAt wigfax
ATt & wiftes feniastes vafax feaet @ gu €9 a9e ot | fae ue Bedar, @& v 83uws
T U3 © 83U | U9 g3 AWt feg fadt & ot 3 At A9 8ediar 7T AHTew JU &% ATSt
83ues feaenr &% Hauz J,_AR »rfd3 A9UaT3HE Afeumi (Infrastructural Facilities) fAe ffg
Ut H39™ 9 farst (3 89AT @ J9 ATUs) & Udeus Jef J, A W3 99 Ifdar Afeam @ nrerer
TIAIHS HE™T ni3 WSES o Afeumit g & ugeurs ger 3| fes afeamrt €t 8= g9 fex 8ar § ot
31 Ifaas feg feu B3ues fadhr & AveEs HE & 31 fes mHfmet e 9% udt nige-feerar

LOVELY PROFESSIONAL UNIVERSITY 5



AHAS nidEATAST © fAgis

T Uu9 3 sfenr wier 31 ferer fafasm mHAESt »ige ATR3T € niftmis & &2 J1 I AHEST »i9g
HTA39 AgUt AHfRmTeT & wigl 88y fasT Afer 31 fAR &% feg ruRe Jer J fa AHRST »ige ARST
T niftrs fea fefime A @ gu e Agdt 9eF 31

(1) Hfegdt w3 feaH (Growth and Development)

Afegtt w3 fearA AMAZT »i9e ATAST © niEST AHACT »i9e ATASY Raut stf3n @ vy a9x 75 | fefss
eH Tt nigg-feeAEmr T TSt Sdtags © fer gar feu “HAfeadt w3 feam” AHEST nive ATRST @
wiftmia & ed I AT I6 | vige-feeramr &t fsd39 Afeadt nierws 3 w3 feu Afeadt (IRt
W3 ASmit © ygeTg @ U fE9) niH 7637 @ 2U 99 Mes-Uud @ gu g enfeded Jat arfaet mi3
Hies & geesT ¥ yIT AUS g wrider| Afegdt § feam v qursfes fagr e arfoer femer
3e fog I fa st »i3 fagus = feg ULt AE Tt et & ¥i3T ANT € 7% - &% He & greT|
TTH3< <9 Afeadt w3 feam & AU, @ 32 333 <9 Has< 993 U famr 31 wigfaa Afegdt
& ugrust (i) udwreasE @ uss w3 (i) UTEiafsa ARGt (feRRad 319 a<isliads AATsT) @ nifaa
HAE &% &4t grfoer aufa fer &% niE @@t dfent €t 83ues AT @ st A w7 59 31 foR
Hegg &g It »igw ARSI “urgsty feam” (Sustainable Development) F 3% a9e I wig fedt win
o AHESH nigE ATAST ©F 839Et gt AT 31 TEse feu, foums w3 It sar § Ao fosr Arer
3 fa 8q fem 397 & AHRST »i9E ATAST Agdt &3 @ fsgns a9 fie &% AR wiafaa Afeadt
(FH3INT vi3 AT Tt 2 Idit U™ € gu f29) w3 MR a0 (37 U6 M3 WTHES € ANTG
goed @ U feu9) AfGAfES J w3 & 3T udueas & U3 J mid & It »idwt WSt <t Beues A3t
&g forft 39t & it 1

(2) dJmarg (Employment)

A% 1930 ¥ v &9 femesg 9 HaHet (Great Depression) ugt argt Ft | mirgfaa aifsfefinr sq3
He U gat At ITA3nT i3 Aemit & Har uie 9 ot /Y1 ufseHAregy sufox &t f&g fagree wr
TEt »i3 R UHS 3 focm & HisTT feg &2t nireh i3 FoHaret e diet | Aag 83ues @ 839 feu
IIAHIS AHTtMT € 873 €3 Yf3Es § SImardt € ATHET a9eT UE 37 feg fea wirt afor s Aret
3 faAeT AHUS AHET wioe-feerer ® U9 3 J96" Agdt  AeT 31 feg AHRET wige AAST & fea
yHY AHfAT 3| 3793 feg adnaret fex fog3a sareat A g5t 9t 31 wigh® HAgd @3 U8
3 JOTHIE F9Harat &% 33 Ia | Afadt 8397 9 & aRs ardla {9 < niRgIurss S9rdrat »i3
nEUITETSt Ugt AEt 31 A3 2R T a9nart €t AHfmr feat fers w3 Sowarfsa I fa Aeag §
AIarSt &dfan f&g mgAE (Reservation) @ &et feerm dr Uer 91 fer wignz § fort A9 R &
Y F9< T UIWH a3 77 IJ T5 | 35 MIAE § B a8 uRah Agg €5 AP § Ugsfss HAgdt 3
SH 39T © BTt 39 »i3 fegx I6, Udwus Auaet feg dafgut e fiars fa3T A ? gu I fofies
39 3 &Jt 7 ASEt I f& ASt nige-feerEr e feam 8F w9 &% odt 7 foor I fAA 3 @R <t udt Hey
AAf3 & &H 3 & 77 A |

FIrarSt fAge 393 file nisufears ert € ¢t fea felmsT 0t 31 feo 37 @. . w3 @. BA. 8. <93
feafiz ert Bt & didta g8t oet J1 feafis »i3 nisufeafis ent feg fige Sdrardt & ugdlifs &g dt
Vi3 U AT J | nigufeaiis wrt &9 fegsT € uselfs dewar®a (Chronic) Jat 3 »ig ferer ags
83us AH3T & it = 97 I feor oAt viv feafs enf & fegsT &t yaitfs gadiw (Cyclical) Jet
3| fare S Az »is Aot € Hal feg dz et a0t 3 | fea &, AHRST »ige ATAST < fix Hase
Y95 AHTAMT S9raTdt I 13 ferer Aeg AATS €t Arghift nigg-feeraret 575 J1

(3) =ufad IT (Business Cycle)

niafea fafan feg rer 839-93< U@ A7e J5 | foR feu I= @8 ufgeass & nrafedt &t rer Afeg
(steady) a4 Ifast | A€ wrdfaa fafonm He T aret 9 37 feag et (Recession) & &3 faar
Aer 31 e € forasH Uug 3 Un A€ I 3% feag w3 Het (Depression) & o&3 fagr Amer § 7
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fege f&w AU Iz warer I 3€ feod YsgsEs (Recovery) & fAESt faar Afer § i3 #e feg nrust &e
oM AT f3a9 Un AfEt 3, 3 fead 3+t (Boom) &t firost faar amer T1 Het w3 wisfux Vet fors
&3 ot Afast gt 31 fer AfESt fe MHa3 @9n (Marginal Firms) g€ 3= &t J, foem & H3ar
f&g grdt ot 9 At T w3 F9AArd! UsdeE gU U9E &d st I fere feudts, 3+ <t frest <o
I wgt ot faust It I fam feu form & Har w3 B3utes @ Aurs' &t Har fag39 Sudt At J1
uTfaa 9o fart fea ferm o 7 fea ferm surfaa afaar 3a 7t AR &dt goiet| feo fea ARt
wesT I 75t of ¥R € A 83ures feaghr § g U T 8 Bt 91 oS T aet-aet feu fea
IHSHIT weaT (Global Phenomenon) g Afe! I faRHT 1930 © @Hx & Hanet | feu fuurs @ =&t
3% I fa AHAST »ige ATAST ©F foa udiua wiftmis & A @ gu 3 83Ut & AW 11930 © v <t
nisufad Het (Depression of 1930's) & fagr Arer J1 fem niefa @ €9=, AR & yrteet nige-
feememt, feRRaS @. &., T W9 39wardt Ut aret /it 1 @. A. & nige-feemamt &g §3rart <F &9
25% U gelt AT f&d fAd AHT fee fere @ HO™s »i9e ATAST %198 a6 & nTHEs W3 Jrdrg HU'3
(Theory of Income and Employment) »3 AHgaT Har feg et (Deficiency of Aggregate Demand)
2 g9z U get dandrdt € AW ¥ gHSST Buare T yfsues fazT At

THS< 79 fea nige-feerer & 9a9 g8 R miy 9 fea S0t AHRET »ige ATAST Hedt AHfHT
3, farer s 5 fAge B3ueat § o8fa Agars § & gee der J1 83ueat § fed fadt a=aifs
nusTsr get 3 fAAe & et w3 3t € Afest T Aver |3 AT AR A9 § fed fafontt stfau
T foonz gge Jer I fAe &% eurfod 99 & Ugs= § a3 fasr r Aa w3 nigfaa Aefodt @
AfEg Haar § Afsfes fasm 7 A

(4) HETT RIS (Inflation)

Hed™ Aelf3 8R Afet & e I fin fee AHeM atHs Uue (nive-feerer & et w3 Aol
o WAz oH3) T fea fomms it nwiefo &9 fogse Soe & usefs ugt AfEt 31 oAy Hear
T HS WeeT I »i3 B Of TASfER a9u-AaST wie J Al I 1 feg St fex AMEST w9 ATAST At
AT & frod mHsE w3 fAareT ANTTs g9s 993 Aget I

a3t g W@t @mar nirgfaa Fefodt e Agdt Jev 71 fer &% fosm § werer fiwer I ni3 wieftx
afonr & AHET UO9 Ufes de J1 U9 HE9T A3 ae - a¢ €3t HEaT AEHf3 (Galloping Infla-
tion) W3 wif3 HEaT AE3 (Hyper Inflation) T JU U9z &9 fEer I 1mf3 wear AEHS & AfEfs g
83ues ¥ AU Hadl J A I6| faem & faua w9 <9 feRrae gt efadt <t usefafs ught
At 3 I sBAegY §3uEs ¥ Fas 9T Ty <fodt 9 At 9 w3 surfo usf3wfas=Ha (Business
competitiveness) St 3= Bt I, feRmaT fere € w9t fég| 7 HaT @ wed »i3 83uws- a3
feg Tz <t ugefafs Ut AiEt J13e B3ues < fanr feg AURE Jaree J At J fegnt fRast
feg nigg-feera 37 && Het »i3 Haniet €t wig Ut 1

o wieHt HedT AEHS € SO di819 9U &% Uifz3 31 8Ret qu-raf3 west I »i3 Agae € usf3
BHT WiHG3H TU3T J | ITHSW WiHG3H widtd f&g ArHTAA »iATf3 @ gU udead feet I fAAe ags
AIag €t AfEgsT § ¥3T U AT I ofgas fe dhv3-foussas @ Afor uduas a9 3793 T9ar
oF @ BEt fagergs WRET- U3S T foq 3T g famr 31 ufgerHARIY, nifterm dwareadt aHE ff9
HET AEHS Ug oy u's T8t IeatfanT § 89 ugafiasT & Afet 31 fer 38 Agarat @ Bet €39 odt
UIHY &3 AHfT (Major Policy Problem) Hea™- Aelfs 3fas Aefadt (Growth without Inflation) 31

(5) oA< AaUl wrer 3 JHGHMT Bif3 (Budgetary Deficit and Fiscal Policy)

fere & nigg-feemamit ¥ Strtags w3 IHBIAGE 3 g feam udafonr &9 AIaT & UIsTR
graiterdt (Direct participation) (fsRa & gu &) J&t- Jat uie gt 7 9t J1 39 & swars Hadt
Sfanit @ fersT @ 9% AISd & A Audl y9d feu <fadt Jt &7 9t J1 feRmag uafsam,
nrEaeTE T AHET J9s W3 fesAre 3 feerer § g=et gus ¥ &et AT H99 feg <fodt At 91
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Aardt y9w g efodt v fea gat a9 fars § € e T@t wafas FamisT (Subsidy) 31 feo
% fiors B Tt 9 fa 3793 @9d @rT S8 AadT va9w @ g3 <37 foAT dio-feam afan (Non-
development Activities) f&g 99 T fanr I | ferer 32 feu I fa ATt yggT A i3 Aemit @
Busar 3 nifta w3 BuaT © 83utes 3 Wi J faor T1393 <9dr or e U ATATT niTHEs © Aos @
u &9 o979 (Borrowing) 3 20 fa939 aget J1 UfTEHATIU THIHMT WET(ATEY IIt o9 BT)
3Tt H39T U B39 U fgaT I | ATATa Idt %3 I8 &9d 9 fra! »ifta 5337t Jet I oF @ aeedir
83 (fomge ¥ nife fesfanm) €t 8 guz & feensT Bat It =u AfEt T | feRR eBAegY Hea™ AEHf3
T4t Widl 3 3% UTE €7 &H YT J faar I fAAeT quage @R <t Hefadt »i3 e feam 3 Uer I
feamu 2 qu &g, AT »Hes @ AUs SUBs @ et niftd &9 %ars @ UIHH &9 Ade! J1 Ud
fazr Amer I ( feg & i A8 § UH a9 ©F Sifant § Tuer ¥ &) 31 fere s WA w3
% I fie &% THASE MAfGIST Uer Jet J i3 @F ©F AHG! »afas fan © et u3dr <uer J1
grie Hadt urer ni3 8RR 5% HaU3 AR 313 AHACT »ige AR o fea dedt aHfimr 3 fars
FEt 5A9 JuET AgSt I IR nigE-feerer &9 fosm T BEt nigg® T3edE gEfeu 7T AR |

(6) fom ¥3 »i3 HEIA BIf3 (Interest Rates and Monetary Policy)

Heda aif3 @ Hau 85 Heda 8u &% I fARe It Aeaa nige-feerer feg (i) gu & &9 »i3
(i) Hedr &t yast 29 ufgeass &<t I fAAe &% AfG93T € &% 3% fea™™ (Growth with Stability)
8 yIsATos faz 7 AT 31 fara &t G5t w9 v 3w I foow €t 8t Fes At fa feam ugafonr
T ®Et Tfodaa J1 I93 9 miBUfeKAZ ORT dF nige-feemami @ et fanra & 84 w9 wif3
89a™ € UIf3ufa==HasT (Competitiveness) uwe T AfEt J1 fen agd fes er' ¥ fogwrst § gar
BaET J w3 fegsT & v AHST WSt J; Aedt @Rsfeas feu I fa fegsr et & nidfax feam
o aIf3 § 37 goT BT Urtars SAgn € s & WeRwesT get 31 gt »id 89t form &t w9 fos
nigE-feerEm ¥ w2t 573 <&t gast I faffa feor &% veor Afefs § 99 nifte =urer fiwer 31
&g nigg-feera=t mme3g afgrt uguTs Jet J i3 fER3 HAH € 903 vifts ugs< Uet 3, Hiv &
Uz @ q9z fow nigg-feermer €9 yas & Har i3 yast @ €9 903 nifts niAsse 83us T Arer
3 feg niAg®E vegr FEtf3 & AeH féer 31 year Aetfs 3&t-38t udt wiafea afon & miut sie
feg & &<t T 7e AHET JHS Uug TusT 3, 3% farm & w9t § U vz 8RR wsw ufgeH
feomeT, Agdt g8 AT J|

Budas g feg for dis & ggur aist aret J & Agag & wie & gre w3 fere ufgeTHRgY Adara
It F9 T AITT BT AHAST Wi9E ATAST € fea dedt AHfm 8= gdt I1 J97 € J9E MaAS
nIg-feerer fS9 Hear & ydst <u At I At o 86 nige-feerer € &t Hear A3 @ 8R B
9T g=dt I frasdt 83uTes AH3T gU3 wie A 31

Hed™ & YISt n=E fanmm & =97 § fomsas €8 Jue wiwufertis e € ®E AHRST ni9e ATAST
Aot 993 <=t g3t J fa@fx feo on 903 A3t A3 a9 eget @ fiara J Afe 96 | g ferer feo
I 54t 3 fa Heaa 3if3 & feafis ent o a2t uariaesT &dt 31 Aag nige-feemeam ue 83ues
HH3™ 3 89 AHTAT HaT @ S9% AeIf3 &9 vaet @ Udf3 AREsHIS J, 3T feafi3 neg-feemami
3t Tt w3 Aet & g% ygst & 3ue 99 % Har & nieast et (Recurring deficiency of
aggregate demand) ¥ 9z feRei3 a9 Taet ¥ UISt 8T It ARESHI® J1

fercifs & At fou foem oz 503 &t we J At 1 3= faura & =gt wie J&t 31feg fdt
niIE-feerEmit {39 Heaa atf3 e G Hear & uast fee <fadt ageT Jev J1 3 Al »i3 Aemr &
Har 3 fa3 A @& uae § @8 7 Ag wi3 fer 397 & Har feg ot § w9 fasm ar At
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ﬁl

fefoHw T (nizgaTredt a9 <9 o OF ©f SIoHT @ on OF € d9oH! f€8 HB) Head &1f3 e fex
39 UgEH (Parameter) I fARe Irdt mirafe afgnr & AHAS Ua9 ugsfes ader J1 nigg® fefoHd €,
on 2F ©f 3BT <9 U oF <t a9sHt @ 1 e fefodt fex A8 AA3 &t I1 85 nige-feemamr
€ BT Az fogn3 UISHTS (Export Promotion) Idt miug fear & ugafon § 37 gswer grget
3, feg fomes gu 3 AT &3t T1 »iTet aIaHT & 3BeT T 393t aIsHT © W R feadt & nigw
feg 337 fa winfaalt fea 57%9 &% 95T gAY 3 Ufdd 3 We A3V i3 ATm ydle! AT Aser J1
o FaeT T g I9st SAgv € WisgoHedt I T Hat Ag9 It we T At |

9}
At AEE AHAST nEE-FHSY &9 Hed € a9d w3 8Re FAaus fAuist o
wiftmia fa=T AT 31

AR HBWAE (Self Assessment)
J5 fou qust &9 AG »3 T3 & yours a9
(State whether the following statements are True or False):
7. AHACT wiTe-AH39 fu fefss et @ fég I @& su wr & niftmis o= A 31
8. Hedr & Har »i3 YISt feu 3= T8 ufgedsa’ & SHaIY ¥ U9 3 Jet ugsTe UeT J
9. RAHACT »igE-AH3T &9 IrarT w3 S9AdTGt 57% HaU3 AHeT 2 & niftis fa3T AT J1

10. Aefadt »i3 fea™m AHAST »ISE-HH3T € »id AHACT »dE-HTR3Y AUl 3tf3ni @ HY 9
adt I

1.4 FAHAS MIE-AH3T SaH M3 Buads
(Macroeconomics Targets and Instruments)

83 Trhnit It AW WIE-HTHST ©hr AMfiet & HE 39 3 (i) AHECT W9E-HTHSY © &aH
(Targets) »i3 (i) AHAET »igE-ATHSIT T atf3nr feg =f$wr 77 AT I | Aefadt »i3 fea™m (Growth
and Development), S7drd W3 wafax (Employment and Economic Stability) AfEE3T niret
AH=T ANAST »9E-ATH39d © %aH J¢ 36 |

MUE TR € Hies & Jee3T <9 pug fenBs @RS I9 IHeT © an Refaudt w3 feam &t €9
a3 § ofhs o9 Jer I fex Hes Fefadt § feam yafonr e sess & w86 ager J1 fAare &% A-
eﬁﬁ%wamﬁawmwmwﬁl ferer feg <t 3w g 9 fx feam-yafont § fex
TrgEr yafan (Sustainable Process) i AT AR 3 3wt Ut €t feamm s frt & 397 ule
& 32| fex 1 T ®an Fafterdt & €9 (Rate of Participation) § @8 & ger I 3fa d5mardt & &9 §
uie {337 7 A | fER niweT 99 ITHET & San fearr €t yafanT § Fes s & Jer I 9 nigg-feemEr

2 =X

f8 Aelf3aaa i3 fercifsaaa TareT § 5E63H sae U |

A o yufs T Bet a3 Aat Buagsr (Policy Instrument) € &= d<t I1 &g Ho3=uss &if3
Buagz IaHMT 3 Hefaa Yzt fart & 39m &t 71 fer Aag feg feo 83ushr I fa AHEET nige-
RS9 FAadt 33 fea g7 8 Aoews adt wifug yaa et 31 Twdfd i3 Hedd &< Buass §
mwmmwwﬁlmm—m%mmﬁwﬁ%wmm
m%maa@uaa‘s%m;ﬁ%am@gﬁvﬁwzaaﬁ%l
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10

IS fourt m3 afores € H3faa “3if3 Suags T 8fe3 Het T go= a9 ANAS MTg-AR3Y
Hatt ifs & miffmret § sfx ufset € AIEGSH Aige UG § Yus fasr o Aa | feo fagse
ufgeassrs mifiorr § faBfa fere niea-feerar 2 fefss g @ »nurst @ a9z oan fsa39
qaff't-'za' Je Joe 1 (The macroeconomics policy problem is to choose appropriate values
of the policy instruments in order to achieve the best possible combination of the outcomes
of the targets. This is a continually changing problem because the targets are perpetually
being affected by shocks from various parts of the world economy.” — Lipsey and Chrystal)

E

cTHE AHAST WiTE-HTH3Y € HY AHfmet 83 niyg fegg e@< |

HIHE? (Limitations)

far <t J9 fer & 397 AHECT ni9E-ATH3T & < AvE Jet 91 fer Hae feg I fadt feust ome
T TH -

1.

9T T 394 €A (The Fallacy of Composition) - AHRCT »i9E-HHS3T € nidx &3 fenia=Sias
fearfentt & A9 AflETs 3 vTfas T1 U9 A 38 fanast © %t 3dauds s oI Je 76, fea
A9t 5t fa udt wige-feerar ¥ et < S9aUTE w3 Bl R IR, F93 SO e feniast ®
Y g4t »ies (Virtue) I UT AT I9 feniaSt 593 a9 % 3T o Har We J Aedlt frie 5%
fo=n %t gt YazT &dt Jait i3 IHEdT vHEs &g st vir At | g e fere ufaemgy
IHSS 793 & wedh & fa @34t | 4. mHEeAs 3 fead « Jex € Soa er” faor 31 8 werfaa
AHAZ »JE-AH3T € mi3uftd AHsHseE (Excessive Generalization) &t yfefs fare ags
feniatars migg=t § udt wige-feerer 83 &1 fazr 7 Aaer 3, dla &dt J1

fersior feafemit (Heterogeneous Units) - AHE € wiftis 839 feg  nida fer3or
fearfentt mms Jet I fes fearfentt & 99 397 578 Hunr Aer 31 fes fearfenr § fea AHs
HYA™ »i3 AHAST HY @ U 9 a3 goe Age &dt g7l Y. @&fsar € H3faa fead Jo
sy a@ Berggs’ It AHSHIT AT Ao J-

6 AT + 7 A< = 13 A< ( oo fea »igayds AHT 9)

6 A< + 7 A39 = 13 €5 ( feu & fex nigauss AT 3)

6 AT + 7 Ha'z = ( oo fex niggafs AHE 9)

83 sy Geradz o feu AURE J & fer=Sinr fearfenT & AHE AeT wiRUAE Jer J1 ferstor
fearfent @ Bt 3@ niAt Hear v BuGdr fox A 3T (Comman denominator) & U 9 &9,
UJ Heax H& (Money Value) fere BuGiar H& (Value in use) & At HU &t J1

YT AHY & »UAT ANT ¥ 99 »i3 B9 miftd Ho3<YdE I (The Composition or Structure
of the Aggregate is more important than Aggregate itself)- AHECt »iTE-AH3T feg
AHY & niftnis fazT Amer I U9 ofsas ffe fort y=&t § e Aye < nider Ane &t g9 A
B8R T wifta ygTfes a9er 31 HE fBfmi AS 2006 w3 ATE 2007 Y WS T a9
Afag goer I, w%ﬂ?%ﬁmﬁmﬁ%ﬁmzowhmﬁaﬁmmﬂ
JIfemm| I AeeT 9 A 2007 39 oyt f&g agt ot It § wis Bhfa ezt &t ainzt &g
<fadt | sBAegY AHenT afH3-Uus fieg g foor 31 fer wet stHst § At g9 5% AHSE
2 w8, M T wiftis 87 O FEdt I friet ye AN T U9 AHERT nide-ATESS T yies

LOVELY PROFESSIONAL UNIVERSITY



fearet-1: AHEST »iTeAAST @ ufgew

ﬁl

(Parameters) € A9Ea3HA feRSAE (Structural Analysis) & &€ dE9 (Seldom) dt s9a9
T M3 ez A 31

4. Aye ¥ fefss yge (Diverse Effects of Aggregates) - AHAST »JE-AH3T ©f e grt
A fE0 9 f nive-feener ¢ fefss a3 o fea AHw © fefss ysmet & wiftis &t faz
AT | - AHRZT- Y98 (Parameters) nigg-feerar & A9 839t 83 fea faar (Uniform) ys=
&t U371 Bergas © 39 3, dH3 Uue e I @@t efadt e sudin w3 Bdanufanit & emidiie
y3Te Ut I UT I35 3o (Wage-earners) § 5 gasT det I | AHRST mige-AHST &9
fegd fadt yStfafoa AHT (Cross Section) @ wiftvis = wif3 AUz widy dt urfen Amer 31
ARy &9 AHfox ferdas 3 fimis d'eg S9e 3¢ AHRST WiTE-ATH3Yd WiaAd fed fa fenmdt
Y'gs € HoST @ niedseT a9eT J # fa feR-wAg ¥ Ues3 33 96|
fen w2t Bat § fagussT i3 riez €t geesT € HEWds g98 AHT wiHT giET BREt I9 feniast
nTHES ni3 BUSTT § Y9s (Parameter) Ha foe ot i3 fer 38 & 6UF oo I fa & o AR
¥ &% 3% A3 Y9% (Average Parameter) f&9 fog3g =fadt § gdt I 29 & 85 & <t
% fasst feg &t =fadt I aret I 73 foguasT Iur 3 819 g€ Ta| o AHAS »SE-ATHST
#37 393 & 99 fona3t nines &9 I8t =fadt € AT Hee I, niHes © fezas 3 & firs
a7 ot B9 o e FUHST 5% HIaE o0 19 St ASdl, HTHSY, A€ ¥ o yIst Sret
Har o7& ot wifter 32 feg fige a8 ot

HY faé (Key Points)

o FAHEZ MIE-AH3YI (Macroeconomics) - f&7 Udt nige-feerET € Uue 3 niafaa AHfm=t
W3 HE & Wiftmis gger J, fA” §9Hardt, Hed™ ASHS &9, ST g9 wiret |

o forAE w3 MRS MIu-AH3T &9 ni39 ¥ WY f&E (Principal Points of Difference be-
tween Micro and Macro Economics) - (i) feniAct »iog-rR39 fea fenaStars nrafaa
feaet R fex ufge »i3 fex eoH &% Fau3 wiefaa AHfimIeT / ye @ wiftmia ager
31 AHASt WITERTESY nide-feerET @ &% Haus widfaa AHmeT & wiftmia ager 31 (i)
feniAZt »ITEATH3Y ARG @ AIG3H g2<79 (Optimum allocation of resources) 3 €93 I
Al AHAST nTEATH3Y nidg-feerer @ 83ues w3 Jrara Uug 3 aeds J1 (i) fenmAdt
WIE-AR39 & ferr Avat &g “aH3” WY ya® I Aefa AHACT wige-AE39 feg feg
“IHefI viHEs” T1 (iv) feaniASt »iee-AE3T “wifia AZ®s” ferdrs 3 miufas I Jefa
FAHAZT »9E-AH39 (Quasi general equilibrium) m3u ATHeYT A3®E feAdAE 3|

o FAHEZ MIE-AH3T € mftms e U39 (Areas of Macroeconomic Study) - (i) IHedt
wHeEs e THTis, (i) Irare e fATs, (ji)) Hear @ fAUTS, (iv) AT St Uad & TS,
(v) vigfaa Afegdt = fAUTS, (vi) »i3gdHEedt Tug e fAUS|

o FAHEZ nTE-AH3T @ HY HE (Major Macroeconomic Issues) - (i) Aefodt m3 feam
(i) 979 (i) TUTIX T&9 (iv) HEd™ ASH3 (v) IAC AgUt weT w3 IHdiT aifs
(vi) o 297 w3 Hega aif3 | Aefadt w3 feam, Srarg w3 Turfox gaet €@ e & AHACT
NFE-HTHSY € BSH HfenT AmeT I 1 Hegd w3 IHdimT 31f3nm 8 ve § AHESH nige-mH3g
@t atf3n w3 Buams Hiewr AT T

o FHAS MIg-AH3T T HHE (Limitations of Macroeconomics) - (i) I8 & 33A
€H: AHAST »dE-ATHSY € nida foHa9r AT® JU 3 fenaStas feardhnr & Adt AgesT 3
wafgz 1 (i) ferahor feardhor feashor fearsnr & AHY AT I%3 foAaer fest 31
(iii) y= AHY & TAT AWY © T fAner Haseyds I Aefd AHAST niTE-AHEST @ niftvs
Aer feRet medssT a9 § (iv) wiraet ¥ Qu-Ty T9ar 3 AN © fIs yget § Aer aEt
HI3T &4t fasT A
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24 1.5 A (Summary)

AHEET nige-AHST 88 AT & wiftmis fazr Aer 3 U3 ofaas e fart yedt & ve e
T »idET AT & g A BRET Tret fodrer Y3193 S9eT 91 He S fa A 2006 w3
A% 2007 feg otH3 Uud fAue Joer 3, ua feger feu s &dt 3 f& A% 2007 feg aitHst
g at gew= 5dt Ifen| J AT 3 A 2007 3T atHst i et andt Jgt I i3 Bifo
TR & tH3T &8 =fodt | esregy AHTenT afi=-Uos fAgg e foor 31 fem wet dhist
8 Adt 391 5% AHSET € BT, AW T miftmis 8at Jt Agdt I fAst v AYe T 1 ug AHRET
nJE-HHSI YgS (Parameters) ¥ AI9aSHA feR@HE (Structural Analysis) § a€ de™d
(Seldom) It g9maTS = Has< fesT AT T

1.6 HITAH (Keywords)

e FAHESt (Macro) - @37

o fonmd (Micro) - ger

e FMJ] Har (Aggregate Demand) - A 839t I7dt fa3t argt Har
e THSIT nHE® (National Income) - ITHET & MTHES

1.7 g™ YyH& (Review Questions)

AHAZT »i9E-AHS4 ot 327 AHSE |
AHACT WiTE-ATH3Y € HY AHfmeT @/ |
3. FAHAST ni9E-AH3T @ vy foe fsy|

N —

€39 : FE HB'IE (Answer : Self Assessment)

1. wigg-feeAgr 2. ferdms 3. 539 4.®
5. () 6. (®) 7. At 8. Adt
9. mdt 10. &3

1.8 FAYfU3 YUA3AT (Further Readings)

&

FaH 1. HadfearsfHan : HoE AOleA3e, Shiest ugfsars, 2010.
2. HasfeaafHan : »iA. &. gaggast, foes uafgars I8H, 2010.
3. HaIfearafHar : gudt W3 UfSHt : wig. »i% nigaT, WiH. 9¢ USf&aHs,
2010.
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fearet-2: ITESS viHES : TTHSI MTHES € a9

foarst—2: ITHSIT MTHES : THSS MTHES ©f aas

(National Income : Concept of National Income)

few Az (Contents)

€<w (Objectives)

YA3=&T (Introduction)

2.1  JHedt miies & argET (Concept of National Income)

2.2  JHSSt MiHEs & HU (Measurement of National Income)

2.3 g% HgU3 AHY (Some Related Aggregates)

2.4 JHSS YEAW MTHES & nidl (Components of National Disposable Income)
2.5 A (Summary)

2.6 HIEAW (Keywords)

2.7 wfe™ yaE (Review Questions)

2.8 WYz yAzat (Further Readings)

@<H (Objectives)
fer fearet @ wiftmis 3 g fefonraet Gar J=ar:
o THSI »HES @ U9 AaSdl |
o THSI MTHES T HYU AaEd |
e I% HIU3 AHY AHSEG |
o THSI YUA WHES € Widl 76T |

YA3<&T (Introduction)

fea fenast @r g goe I 3e Hienr Arer I Ae 89 fod A% 3 firmer AWT &t @R 3 9 &dt
JaeT| g fefenraet A3 feert <9 wiftmis Bt AR I8 A7 A3 39t »uE fesm et A9 96 Baar
3 fEu AI3 %a1 &dt Jet | Had JEt fenast He #ifiar ot 3793 e @At fex A 3 frimmer AR &t
feem feu Joer I 37 8T 393 = niH fae adt Hfenr 77 Ao, &fa 89 37 39 foe™t (NRI -
Non-Resident Indian) Hfenr A€ar|

2.1 TJHSIt MHES & 9ET (Concept of National Income)

WIB NTHES W3 THSST HEs @9 »ii (Common) 3% f&g I fa €2 ooz @ W9 feu a8
83ures ® st € nmiEs A It I, 3 Bars (AHis §) famma (Rt §) w3 (BumHEi®sT )
i3 IIHTINT T HU63 (FH §) €< U9 few A5t »ind 9% &dt 3, 89 fem 397 3-
(i) Tefa WIT vHEs Mfeeaw U 3 WIS AIHT ¥ nigg AfMS a3t At 3, U ITHedT »HEs &
AAs fere 2 fart &t for &g fagr 7 Aaer 31

LOVELY PROFESSIONAL UNIVERSITY 13



AHAS nidEATAST © fAgis

x4 (i) Fefd WIT nHEs T AAG d<® oF & it i3 d9-Tfimt € It a3 Aer 9, IHedt
NHES € AAG de8 ©F € Tfir Idt fagr Aer 3, fAsmg 8 @ “wm @™ (Normal
Residents of a Country) farar Amer J1

o ST dF ﬁ%’f 37 (Who are Normal Residents?)
fex @F @ »H TTHT B9 Jer I faorer

(i) Bn 2r &8 vy 39 3 IfJe T, »i3

(i) fragaT €t nrafax gt B8R en feg aegs Jet 3|
AT 3 Ifaz T fex fenast nrud @ & A sw & 99 97 on oF <9 SHF a3 @ &8t Aer 3,
ug Bret 9ot = a'ed 8reT nrusT @R It gfent goer I faBfa g9 97 89 &< a9 »uE ufgeg feg
i Arer 31 fed Y feniast § 8r 21 @ nimd feniast t Hfemr Far
fea 3t Tait 397 WS B2t Bfaet I fa 73 B feq 2r © T IR T5, feg Agt &dt fa 8T 2r & ni
TH J= | Beuas @ ®Tt fex 993 € TH Had fox A 3 fAnmer AT BEt @, BR.E. e Ifoer
3" 8A™3 G. »iA. T. T oo TH faar ARar 3793 € &4t I 8T AGH 3 I93 @ @ IR I feR 39T
HHSt Afear ardt @9 feniast 3@ 89 AsH 3 feedl @ @t 3, feg & 80§ 393 & fea n Tt
fagr Aear fatfs 8g »my 39 3 3793 feg It II<t I i3 BAET got & dewd 393 It J1
feg 9% & Huzeuds I fx “wii T Hae R9 foniaSt »iz AT 8= AME Je 6 | ASS 34 nife
feafsnr =gdtt fedtor ART® €t AT s & u® ot J1 8F AT & wigfaa %9 (Economic
Interest) 3793 feg J=ar| AT fe &3 87 Ay udt 89 ASZ 8K nite feafsnT @ AY &3 @ fex
forr J=ar|

(National Income is Attributed to Normal Resident Only)

fea @R €t ITHSIT »iHEs T Agy fAoe 8t @ © »iH T @ &% Jer 31 ferer fafosau feg
mHEs T fea fIAr adt HfemT mear, fag 8 foniast w3 ARET=t 3793 © »itH <Ht &dt 95| fer
3% § €998 I8, 393 ¥ J9-THT (Non-residents) Tt Yz mHEs, 38 I 3793 & WIB MHES
= fea forr ger 9, 39 & feod F93 & IHedt nmes T fex forr adt Hiewr mmer i fert 39m,
feerr feu Ifoz =& 393 € »iy =it It YUz winies 38 I 3793 € wIg niHes & fex fomr
g I 29 <t feod 393 & gHedt s w fex forr Hien Frer 31 fer w2t fag gt fere ST
AN | WIB WTHES W3 THES »HEs © fer Hea § 3o fsu mHirgs ardt AHsTfenr A e 31
UJF MTHES (AT B3 3 BT WIg 83ume) [Domestic Income (NDP, )]
+(i) It feme €8 A3 A It yus ATgs MHEs
(Factor income earned by our residents from rest of the world)
-(ii)y A3 ¥\ T gt feme € efmor It yuUs Ags niHES
(Factor income earned by residents of rest of the world in our country)

= JHSS MTHES (A& %913 3 §U IHSSt 83um™®)

[National Income (NNP_)]

(i)—(ii) & feemt 3 YUz B AU mHEs foar Aer 3
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ﬁl

fer 397, €3 fou milaes § fer 3o & faftmr 7 Aaer 3-
WY MTHES (AU B3 3 U WIg 83um®) + feenr f€e yus au Aus niHes
= JHSS MTHES (A6 B3 3 BU I'HSIT 83um@)
w3
A0% S913 3 50 RSt 83uUE - fee/r 3 YUs BU AU WMIHES = WIS MTHES

|

-

BSH fea 20 & ITHCT nmHEs T Hug ae® 8F ¥F ¥ wH TfiT 575 deT I

gE Wt IHEH niHEs § Jo fed meet ot ufgefhs 9T I -

THeI nives fox 3y A {39 fex @R © »id @i It YuUs AUs »inies € g% A3 der J1
feg nHEs ATg niust AU AR € e® UTfoRafHa € JU (iR &ars fammd, &9, w3 soHaTfonT
T ufgrafie) &g yuz gt 31

¥ efodt oo & Butiar o< ¥ fead Jo feu <01 57 ufgsrfas fazr 7 Aaer 9-

fea &ur A5 © AR © €96 e 27 ® v T It AOs AeTet € e®AegY SiSt et B efadt
T J% #3 § THS nHEs Jfde 96| @e 39 fa HE =fodt (Value Added) w3 Fafis nmEs
(Income Generated) AHGY (Identical) I€ T5 |

IS 335999 © AEe 9, « fod A € €976 27 © T It Yu3 Ads s It ITHeI
nHes 31180 wIg AUs wiies wis fefrlt 3 YUS B AUG niHes € A3 det J1 (National
income is the factor income accuring to the residents of the country during a year. It is the
sum of domestic factor income and net factor income from abroad. — Dernberg)

(Gross and Net Concepts of National Income)

JHSIt nTHES € AS® »i3 §U U9 Jet J | “TTHSST niHes” Fee fex gu aaeT J | wifse<d gu
3 feg AUs &9 3 U IHES 83uTe (NNP,) 3139 &, AUs %918 3 5O IRt 83ume (NNP,,)
§ AUs ®913 3 AE® ITHE 83U 7T sens € BTt feow 9 He g w3 moret uH @ Susar §
A% fesr aer 31 fer &t

A0 B9 3 §U IHSIT 83U® + HBJH = AU %913 3 AdS JHSIT 83u®

NNP_ . + Depreciation = GNP

"3
A5 1913 3 Ao JTHed! 83U - HBYTH = A $E918 3 BU IR 83U |
GNP_. — Depreciation = NNP_.

H® dH3 (AUS &9I3) 3 IHSI MTHES M3 TTHY otHS 3 TTHSST MTHES
(National Income at Basic Price (or Factor Cost) and National Income at Market Price)

THSI »iTHE® Tt UGS € »iAST H3%E ATOS S8 3 ITHSI »THES I U9 Aad fer &9 gu niyznm
dI (MYSHH T - Wifaa HEE) © HE § AF fesr A 37 feg o9 oiHs 3 IHedt »nies g At |
J5 feu mHtegs It fer Hau & fenas fast famr 3-
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A0 ®413 3 5O IHSIT 83U® + HU »iy3niH &9 (MYSWH a9 - Wiafad Hee)
= g9 IH3 3 U IHSSt 83u™
w3
IH9 M3 3 BU THeSt 83U - U miYSWH J9 = A6 ¥4I 3 B IHSIT 83U |

IHeI mHes § 83ures Jfgnr € Uug 3 #Afenr Arer 3

(National Income is Linked with the Level of Production Activity)

83 feu fonmuz 3 feg ydt 397 AURE & Aer I fa fex eF & gHeS nmie & R 27 & B3uws
fafonT & Uoe T &% A5t At I1 IHeIT »niEs T 89 Ung TF ©f 83ues faforr @ 85 uns §
R a9er J, mi3 ferer fedH | 83ues & 3= I “HE <fadl” w3 ve <fadt e 3= T « ninfes =
5”1 fea nige-feemer &9 e =fodt ¥ a9z 83U nmiEs © & A3 § It WHST 3 IHedt
nmies faor e 31 ferfrs @nt &g 83ures & Uug 89 der I, fom wet GFt IHest nmEs
o Ugg & e JeT I Wgﬁww&ﬂmwm@wwmmwa fer a9
Brt ITHed nines T Uug @t feHs JeT 31 mefad FgHE (Economic Transition) © gu &g feamm
yafan T “nufeafzsr” 3 “feafi3sr” &t wig @38 @ fafasgu I-gmedt vies © Uue 3
A33 =fgdt (Sustained rise) ¥ J&T »i3 AN € A »i39 3& nige-feerer @ 83uws @ Uty 3 ASS
gfodt = ufenr AT

fea @ € ITHEST viHEs @ S5 AR Agdt »ias SRt Aefodt @ Ao de 06 1fSs @nf @ f&d Ao
WSS T AT, »iafad Aefatt € nizgamredt 3o <9 Aofear Jer J|

IS H® TH © 38 a9 a8 Hoseyss 37 (Why is itimportant to compute Depreciation?)
@m%mm@ruﬁ%mfwwe@msmwaﬁ@aﬁl fegd mfge y+t

o Busar & fae T5| uﬁm—ﬁw%mgmwmm (Current

Replacement Cost) 3t foor Aer 31

H® g ST Jo fou 3ts 397 € U9d AN'S I5 -

(i) ™™ 22-g2 (Normal Wear and Tear) - feger 3@ 89 agfont &% I 73 fa Aavet Uqt
(ﬁénﬁw)%mﬁﬂ@m@ma@ﬁ%aﬁl

(i) "yE®S (Obsolescence) —fer e 3 Bast vgfant 3' T 7 83ureat § Urtars HEls & yae
Uz (3ot feg ufgedss w3 Har few ufgedss @ a9s ) 3 998 UQ Ia| IAdlat M3 HaT
feg ufeea3s € T9E nyEws § Y33 nyEss (Expected Obsolescence) faar Arer
31 g iz niygws gealt feust e a3, wiawife 3° ¥ der 91 fions 99 fx
e Ytz niyess & 9t 1E gw &t fosst feg Arfis oz Arer 91

(iii) »rIAHE T8t (Sudden Damage)- fEReT 3@ I HAlaSt W3 UBe & wiaAHA feaz
T

feat 35 397 € U TH &5 fouee et feq B3uea § e TR meals €5 (Deprecia-

tion Reserve Fund) € REaT a9ar Uet J1 feg it Uit @ usfsmens ®et Agdt 31 adt

3t Bret B3ures Hast (BRET FErEt Ut @ gu feg )few ez & ugeadt uet et ar-

At UTg 3, fda9 9% Yf3AEus 3 fours &dt f&sr arer 3t gHeg & 83uws mast we

Areant | ferer &f3Ar THgn w3 Aee ® YT § fearer 31 9% UT AEUE a8 € dssT a9e

AH nAt 3es st feons 83ues mHsT (i3 Ut Few) § O unrs R que 91 fum-

fu2 Urilers Aew ¥ Uz Fuus Aadt u99 § favm- wiHes w3 ys rous feem faar Amer 31
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(i)
(ii)
(iii)

s FEUE f6eH 3% HE& TR Aadt arfenr @ &2t fagr aer 3, fere greg @ Ui mea feg
S<t =fatt & emfeT &dt It | 7T Us FEUE foer @ miee focr ude fasT Aer I 3¢ 9Hed ©
yHiars Aea (M3 83utes mHIT) o9 efodt get 3, »3 fegd mu fosm (gu foem = o foom
- H% TR fagr A 31

H® TH € Mia&s It wiAt 96 &Y 3 ya™\ Ut Aae Jf -

5 AOUS B3 T HITST
Aow faer w3 gU foer 39 visg

U fo_A (Us FOus Ba13 @ nigeT faen) @ YAtdis Aea (W3 ITHST dfF 83umes AHaT)
g =fodt a9z Aadt Hos<|

HY f&g (Key Points)

Aa® udg 83U (Gross Domestic Product) - fex nog-feerer & uwsg A € vies
B3urfes mif3H ez w3 Aeret ¥ YT ¥ HY § Ao wdg 83u faor aer 91 feor g
H® TH AHS Jer I

W& 2fadt (Value Addition)- »maist § 83ures ST sese & feut § W =fodt faor Aer
J1

wrrdt @AZMT (Final Goods) - nmirdt @rgn €9 ergwr § fagr Aer I 7t 83ues &
HIHT U™ § U9 &9 gait I »i3 nud wifsH BusaaesT &gt 3w 1

f&g four 3w (Intermediate Goods) - g fenr ezw 8T TF3wr Jehnr J& Azt fa
83ues & A Jur ® &g It I fae e v =fadt fast At 9 | feu em=wr gont adt fer
et ydiet At I 3 GAET o9 HE © U 98 oM fesT 7 Ao 9 7 fead widt e 7 A |
ud% W (Domestic Territory) - fege &g THA3A HHT @ »igeT ¥F © HHEIAS 76
U39 M3 TF € THPT It EF TR WMTHES YIS S9S BT 98T 7T IJ IeE AT M3 AHEt
AJH AHS Je I5 |

yrafiHa »mars (Primary Inputs) - feR 8 A & A @@t ATgs wals 06 - AMfHG, FAOH,
At w3 BuH |

gt w13 (Secondary Inputs) - YEHI nas § e 83ures yafanT &g yuar fast
AT TH »aS fA” Jg9T v, fesus miret |

nH TH (Normal Residents) - £ @5 @ »iH @At €9 &« ¢ I fAT@ »iH 39 3 faoe
or 39 Ifoe 95 Rt niafaa oot B/t @r 2T awe3 Jet J|

g9 StH3 M3 WS &tH3 (Market Price and Basic Price) - 779 atH3 89 atH3 d&t
3 fam &5 nmurdt @Az 8RR BugasT Idt wdlEt At 31 WE atHs B8R dtHs § faar
Aer 3 g Bsued afaas ffF yus a9e 961 HE dtHs = I7'9 dtHS - MY3uHR &9
+ WafEd Hee |

AS H®'SE (Self Assessment)

fea= =t § 39 (Fill in the blanks):

1.
2.
3.

fex @0 ©F TSI viHEs T RIU d=% QAT eR S ... Tt @ &% Jer I
,,,,,,,,,,,,,,, NTHES T A6 s @R © St Irdt fa=T AT 31
fea @r @ vy T €9 J° I fAREt niefax gt R Aed3s Jet I
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2.2 IHSI MTHES B HU (Measurement of National Income)

fea @n € gHS wHEs W3 IHES 83U § 35 wiwar niwd Unet &8 Wit A7 AeET 31
(1) 83ure Uua (Production Level) (2) mmes w3 fe339= Uud (Income or Distribution Level) (3)
Y99 UTg (Expenditure Level) | f&d faar nmes ® gafonT Y=g @ a9z ger J, fAe </ ni3
Reet @ 83utes, 83uws € AT ¥ HIfSA ©F WTHES W3 »itdTdh @H3NT wis AT of uate 3
fazT A/ % »iTHEs T a9 |
NTHES T T Yo € 35 Ugenim @ miggy ITHed mHEs § HUS ©F 3aaid § WTH 39 3 ITHedt
nHES § HUE o feftor faar Arer 31 73 fa fem 397 3-

1. 83U w3 W =fadt fedt (Product or Value Added Method)

2. mes fedt (Income Method)

3. Y99 &9 ©f fedt (Expenditure Method)

(1) 83ure fedt M3 W 2fadt fedt (Product Method or Value Added Method)

83ure fedt (Product Method) - fegd 1 =fodt fedt (Value Added Method), »afars Seam fedt
(Industrial Origin Method) »i3 gu 83ure fett (Net output Method) &t faar AT T

fer fetit @ y3ga, fea nigu-feere <o fea dur s &9 B3utfes wif3H AT »i3 Reet € ga9
H® & H3ad THSS MTHES T WigH'E Bami™ Ater I | Al f3a9 fea 8an & Aew 9, 8g niust feast
& mif3H feadt Haer I1 Bergds @ 39 3 fex fars fea 25 aa & 83ures ager I w3 fead 400
U &g g9 g wier fus § feat ager 31 Al f3a9 fars & Heu 9 8ov ®et aea &t feadt mifdu
ﬁaﬁ%@@a@n@a@ﬁemoﬁmmﬁl Ug nireT s @ et {53t ot o fea Hoeast
ThZ J1 fis o feod AR 9 585 & Sadt @8 § 600 gU T feadt feet 1 wier fim T w2t
%mmm%wﬁaﬁwmﬁamﬁm»@@wm@amw%
BT 9| Qﬁwmﬁamasooaa%ﬁaﬁ?% It TB Bt sTBICt MfSH
eH3 3 U s wet foo HoeaSt @R T TAETS 3FBIt § 900 & U mif3n Busas=t §
feadt feet 31 e f3a@ faAms, nier s, St @9 »i3 Taee™ @ Yrs J, ot fenradt vif3y
83uTs T nigHE B BT 400 FU, 600 FU, W3 900 FU T #3 &I | 73 2700 U W= | UF
nigy-feerer feT fer €91 7% GDP »i3 g% 83U™s T nigHs &dt Ham At | 83ues © 63 faa
naHs!, fea 83uea / g9H € B3ues T HE Tn B3uwd © 83us U H ufgedf33 (Reflected)
Jur 3| fabfa fex e 83U ga @ w3 (Input) © U 39 yuar Jer 31 fer 397 AT © 1% € a2
¥ U AfHS geT I ni3 Susdct © W ffE Her el 2700 gU § g% 83umes 1 R 1800 gu 1 <t
THINT T YWl HUSIST AT W3 Hu=ast Busar @ gu feg fagr Aef I1 wifSH @Rz = ¥y fige
Qoow%ﬁmmﬁ%m%mﬁvmﬁnﬁwaﬁaﬁﬁww%l HU=93t eAgnr @
mamﬁﬂmémﬁaéﬁammﬁgmﬁeﬁw(DoubleCountmg)E'Tar&?i‘r
age 3, fead feadler Agat 91

eIt aI=aT &t AHfir (Problem of Double Counting)

IHed 83U ¥ nighz T 7E fex eA3 T W& & a5eT fed 3 fimirer @9 get T 37 fegd Sodt
FIE5T (Double Counting) €t a3t fagr Aret 3 | ferset fere aos eF &9 Aa® wds 83us (GDP)
&g & o8 J2 =fafa J At I1 €3 fey J& Beradz few GDP © nigH'= féU &2« & H& g9 <<t
Afznr famr I 1 ugst @9 mE ferer 83ues fars grdt fozr Aret 3, et @9 Ae fegd Her oo oe%
WW%%W%WW@MWWUM@MW%W@WS
Sfgnr Fret § 3T SEwaet @ gu T adw o wifsH <R3 gadt 91 B3 ufust fog fea B3uwa 3
o 83U 399 Ho=a3t @Az € gu feg uHet I frger an 83ures yafonr 2 feg Hoeast usar
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(Intermediate Consumption) g&r J 1 €4t aiza™ 3€ get J Ae 8g TAznt & fiost gz f3a9 Hoeast
SHINT ¥ U &9 YGar »Et 77 It A, GDP © nigHE feg AMS & fgsT aer I

Tgdt I & AU | mETs € € BuE

(Two Ways of Solving the Problem of Double Counting)

J5 5y @ Bu® gt Sust aweT € AHAMT © AHTS J AdeT J1 Ufg®™ GDP & WigHE &ar 8¢
AN WAt Je® mif3H TR, & fa Hoegst e, © ¥E § A3% I6 | wiftord 2 &8 wirt ufgs
nifSH AT w3 HoegSt SAgnr © wisg T feegz @ fesr 31 Bord 29 SaIw of-

(i) HOSIT TR T YGdT THt A3 & B3uTes T a9 WS © gu feg der 3 i3 gont 1 83ues
It feret gar feadt & § Aot I1 feow eft vig wfSH rgw & yuar effrr g @
83ures ¥ 58 H® © JU <9 &dt Je7 w3 gonT It ferdt gaar feast & &dt Jet J|

(i) HO=TST A3V 83uTes dF HiHT ur @ wied Joet I1 fEu T3 @ HE A3e »id gat der
31 fegr ot vig wif3H Az 83utes <t A Jur 3 g9 Jet I w3 feoe féu ot v
Bt Afgnr AT

ae® ifSH T B H® § fors g Ju' 98 wiFt St i=e™ &t AHfAT 3 89 Ao f1 GDP &
WEHE B¢ HA faAt TA3 € H& & € 9 fasst odt Jet J1

Tl nige-feerar & 135 fss B3umes fearfent @ 83U W& (Value of Output) 3 firrs & fee
I8 it ¥& =faft (Value Addition) 3 fimis aeg 9< I51

W% =fadt &t T2 (What is Value Addition?)

83ures yafonr &g yGar 3z T8t Hu=a3t @rgnr &t 93 3 83us wr ¥ fas’ fimmer e 3
8urd vm =fofy fagr Arer T

Y9He © Hget feg, “He =fodt &% I 83ues FouwT feu <fadt €t 8r fafanr 3°  fARe &%
8re % feg 73 fder 31 ”(The term value added implies, it is value added by each industry to
the raw material or other goods and services that it bought from other industries before pass-
ing on the product to the next link in the whole chain of production. - Beckerman) fer &=t fuz
f&3 o Bergas feu faA™ 3 400 9. ¥® =fodt a5t (fer He3™ 3 fx BHET Hoeast Busar #Hi9
J), mirer fii® 3 6009. -4009. =2009. €t W& fadt i3t, »i3 Jadt @@ & sBIIST &= 800
g. -6009. =2009.€ H® =fadt aist| eaeed & sa%det f9d, 900 9. -800 §. =100 7. & W&
=fadt atst| g% 1% =fadt 400 9. + 200 9. + 200 9. + 100 g = 900 . Jet| feg FgwIt &t
IHY SH3 € g9 J, AT fx wifSH ue9u I 77 83uTes @ 35 gost feg W efatdt v a3 91 W&
Sfatt & YGar 57% Sadt a9eT < AWMt 3 gfonr 77 AT 31 W Sfadt 331 @ fer gF @ aes,
THSI nivEs € wias &9 fer o fersfos qu feu yuar Jer 31 fox gan ardt o aret We <fadt
§ A6E © BT A T9H ¥ g% 83ues T 1E T Hueast rgnr €t w8 § wer fesr Aret 31 3w

H® 2fgdt = 83ues e He - Hu=eaIst TRz & B9

LOVELY PROFESSIONAL UNIVERSITY 19



AHAS nidEATAST © fAgis

20

3fear 2. Heefadt €t ugeT § AURE get J1

W& 2fadt efardtas
(Value Added Approach)
WIUES T U9 83ues T HE ST o W gt
(Stages of Production) | (Value of Output) . (Value Added)
N 50 (Cost of Intermedi- N
& = ate Goods) U =
1. &= 400 - 400
2. HEr 600 400 200
3. &It 800 600 200
4. EwHICT & fear 900 800 100
Ts 2,700 1,800 900

83 fest 3fear g feo vie 537 famrr I fx a2x = B3uTes a9e AN Hu<IST A3 &t aEt ses
adt J1 ferset fare ot v <fodt e 83U ¥ & 3 400 9. © I9789 J| wier i Tt
2 § 400 3. &9 ydleet I w3 Her soa9 600 9. T feadt feet 31 wier fis =& 3 600 9. -
400 3. = 200 . €t H& =fodt fa3t| gact @8 3 600 g. €8 Her udler 3 foret sa%act sea9
gaeed § 800 §. <9 feadt fest1gadt @8 3 800 9. - 600 §. = 200 g. & W =fodt fast 3
3F%d<t 800 3. T garze9 § feadt fest| garees 3 sumdct § widt Busas=t & 900 3. <&
feadt fest | fer 397 garee 94t H& <fadt 900 9. - 800 9. = 100 9. & It ferwst & U
gfadt 400 9. +2009. +2009. + 100 3. = 900 3. It Aaw fere feg 83us 2 o9 go= &9
83ures & H® § Afgnr A< 3¢ f&g 400 9. + 600 F. + 800 F. + 900 3. = 2,700 §. I<4t | T
3 Her ¥ 1® ot fosst 3 Aat | fem Sodt forest 3 gu @ w2t He fadt § wiustfenT Arer 31

nigg-feerer & mfanr 8sues fearfenr adt W =fodt & Ae & &9 GDP,,, & awe fast
# AsEt I, ni3:

(GDP,,, is estimated by adding up Value Addition by all the producing units in the economy.
Thus) GDP,,, =X GVA

TH3T 3 nige-feerer ¥ yEfia, efedhr w3 3fadher 939 ardt fadt aret W =fordt @ »it nisar-
WHI igHs 8¢ 6| fed faor fer a9a fa nige-feermer @ U3 Aegs feu fos 939 & AUfEs
HI3< Y3 fa3T 77 A |

GDP,,, & e a9 BT 3 ¥Je WAt 36 58 AHGAG It NNP,, (ITHSIt »nHEs) § Yus e
I5 - GDP,,

Net Indirect Taxes

GDP
Depreciation
= NDP
+ Net Factor Income from Abroad
= NNP_. »3 National Income

FC

FC
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(2) wHEs feut (Income Method)

nHEs fedt gt ITHedt nmiEs & e a9 © BT 83ues € Hust § BRET B3ues Aeet € 5E8
YUz UrfarafHe w3 nines & g% A3 fagT 77 Aoer 31 fersfas gu 3 fer ot man v uforfia
HAEdT € U 98, 3fH e uforfHa ®ars € gu e, yrt & yeRiHa farma & qu e »i3 Buv-
2fast = uforfia 9 @ gu &g AE o= AeT I AT A6 WHES & isdl 3 Ug9s & J Ad
3t fimfas »miEs (37 Bars, fand, B3 W3 Higdt) Idt ITHedt nHes yus fa 7 Aaet 31 fed
fATT nige-feerEr ¥ J9-AJIf63 839 (3 di9 foaH 839) T Jer J1 fAe 83u=s @ ATs »iy
H&R (Self-owner) 3¢ 751 fegst & Aeet g9 3 fag 3 YUz &dt fast 7 Aaet | nmies fedt §
TIINat3 90 & nigAd fedt (Distributed Share Method) 7 A ga37s fedt (Factor Payment
Method) &t faar Amet I

A& MTHES € Midl (Components of Factor Income)

AU6G MTHES & niar feA 397 T -

1. HAESt w3 I3 7T J9HETfonr = ufapfHa (Wages and Salaries or Compensation of
Employees)- aH 3 Y3 nTHES § doHgT o & urfarfia <t faar Amer 31 Jedt Aifmiet
HJG& (Central Statistical Organisation) € W38, “aaHaTfanT ¥ ufarfia 3 < 83U
It fa3 a2 89 A 9SS I6 AT fa €5 It niuE SoHETanT § HAEdt w3 I B U e
aae W3 fIAz T U 9 w3 JeHefanr & mfaa AemT Gremit i3 fomt Usrs, ufsefax
337, WiaAtHA ST, fies i w3 feg fadt efmer Grerer €@ gy &9 wisar € Gaes @ QU
&9 nmifus Ws € gu &9 fe3 AR 751 (Compensation of Employees means all payments
by producers, of wages and Salaries to their employees in cash and in kind and of con-
tribution paid or imputed in respect of their employees to social security schemes and
private pension, family allowance, casual insurance, life insurance and similar schemes,

- Central Statistical Organisation) fer 397 agHgfonT T uforrfHa <3 (i) HATd! 77 333,
¥6H, SHIHG M3 Hadret 337 (i) fars @ Ju R ga3® & nidus, fA” Hes »ie™A, I9dr
w3 fafgsar mfeart, (i) ArHTAa AO9RT GreTer @ &g HEaT @ GadeTs m3 (iv) A< foefas
FIHTan & UsHs mfe ATHS 76 |

2. fa@®@ 3 yyz miEs (Rental Income) - faa™@ 3 YUz »wiHes 80 e 3 A3t fa vy 39
3 g 7 ferrgst @ ATz 3 YUz get 91 fermet 3fh A fenast @ weat § fex fofies
AN niedh @ S nust Aust (Property) € Aeret @ Sutial a9 & nifterg fai gn fenfast
8 o< © uEs faue T gu e viies yus et 319R, 29aeq, HAtS wiet fear® emgmr @
Butiar & mfem<t § fea Aferos AN T w2t en fonfanr § fage 3 fe fesm ar AT T
fer 397 YUz vinies § fag® 3 YUz niHes AW Aear 37 73 HidsT &g 8orat @ Haa
g Ifge I6 8Tt T nirgfuz fagmim (Imputed Rent) &t faame €t nines e fex gmar ger 3,
n3 fer wet feard IHed ves R AHs fas et J1 fage 3 yrus nmves fe gt
(Royalty) & & AH® fa=3T Amet § gmisdt Bat § anitarfee (Copy Right), U2ae Ifee (Pat-
ent Right) »3 yaaf3a Aast fA? wat (Mines) ® rfee 3 yus get 31

3. fam (Interest) - famma 8g winves I 73t of & @ AT I i3 SoHT § fas I Gu9 3
Y3 geit I 1R a1 feg I fa Agara ni3 BusersT ardt fe3 Are @@ fanrA § IHedt niHes
<9 AHs &t fagT At faBfa fearg 7% mefea 83umes (Current Economic Production)
T et fazT famir 39376 Bt HifenT At

4. &3 (Profit) - Buvefatt ¥ ewAegy yus Iz T@t vies § &9 foar Aer J1 frl 8ondt 3 vewe
fsam (Corporation) I1 fea Bt At fsa Mg US &3 § nug faRerat (Shareholders) &g
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&t T3¢ | Bu nE ®'9 T gs furr €5 foe 96| &9 € fer <3 I foi & ®9H (Dividend) faar

er I 1 me3as &3 § aHufent fsant §83t (Corporate Saving) & U feg o gu &€t 31 &3

= gg forr A9 § fsani &9 (Corporate Profit tax) & gu &9 g% et I ferwet faom &9

3% famr &g =fanr At 3 3 fore 35 I6 f5g wex 76 -

() @3 (Dividend)- f&g &= & 89 forr I Az fx foReat f&g <fomt aet 31 foRest §
FIH T U 3 YUI I TE MHES SIHT A7 fediT @ I &3 & H3TT 3 fegsg et
31 a=w fe3fas %3 It 3| J|

(i) fsani 583 (Corporate Saving)- &g ont & §u mesfos &3 I farré 8o g o
“foaH 5937 T JU ST Jue I& |

(i) fsaH &8 F9 (Corporate Profit Tax)- f&g &3 faam™ A7 gont It MU &3 3 RS9
8 fest et 9

. fHrfe3 niHEs A7 J9-faa 839 & »mHEs (Mixed Income or Income of Non-Corporate

Sector) - Y€ &7 JAdIT fHR Saledt, fearifonat, geag feass=r niet &t fHAI3 nmes 3
32 YT T o fonmafanr & g% niies w3 misfass 8unt ® AAZ %9 3 J1 (Mixed Income
of the self-employed like that of doctors, engineers, retailers is the total income of own ac-
count workers as well as profit generated in the unincorporated enterprises.) fHRfI3 »iHEs
&9 aH 3 YUz »iHEs w3 AUf3 nig BuHefast 3 YUz nives AW 31 fimfas nmies €9
f@»ﬁ%ﬂﬂﬁmaﬁ%ﬁﬁsﬁu@ﬁw(Households)@ﬂuf@%’ﬂmﬁﬁ%@m&ﬂ%
& mi3 B3ueat 2 gu 39 Tz 3 Aeret ¥ 83ues @ L viuEt A ATt 2 YUdT 593
31 fET A ye ¥ SHIM9 Y3 fanast I i3 ¥e € JAar (Self-employed) 3 nmEs yu3
gae J fie feg vredt, sars, fanmA w3 &9 AHs de J6 189 8o fAg T ye & Jrare
fenafant &t fHRfaz nmes & ooz v yudr fa3t Aef 3 88 AUs %3 3 gu HE <fadt
(Net Value added at Factor Cost) Y€ & IHdrg fenaf3nr & fHRfas niHes € g9rgg Jet J1

I ®are, fanrd, &8, JaHTTanr e UfgafiHa w3 ye e Jaare fanafsur & fimfas nmies @
I® #F 3 Ag UIE nrHEs Yrus get I ferset udg niies = JeHefont e wfarfia + sare
+ foo + &8 + YT T JAar9 & fimfas nmiEs | mmamm&ame
et fedmt 3 yrus B AUs miEs § feaw R Afer e 3

IHSS MTHES § HUS T BT nHEs © 36 ot Aas § & fimrs g Iftpr Amet 3 -
6. feem 3 gu AUs mM™Es (Net Factor Income from Abroad) - feert fég &3t aret rus

Aot € ge8 89 YUz nHes w3 BF ©F wIg AiHT R de-afr 9rdt yers fast aret Aras
ﬁw%mﬁam%@a@m%msﬁz@wémmmmwﬁl

HU JTHSIT MTHES = agHgTiant & urfarfHa + yorss wifthm ( &ars + forra + &3 ) +
THAfIS »ines + oot 3 5O FOs minHeEs |

(82: BIrs, T w3 &3 T g% 73 § YyTTse mioRe faar Aret I

(3) ugw fedt (Expenditure Method)

y9g fedt §o fedt I fg ot fea ur A g gA9 W 3 Ao wIg B3ue 3 a3 o mfdv
ygy § Wt mret 31 fem fedt § mies feamma fedt (Income Disposable Method) #F 8ugar
fram fedit (Consumption Investment Method) &t fagr Amet 31 feg fefa mfSH ugw 3 Fa® udB
83ue 3 Fa® ¥gw ©F I6ET J9et J1
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f3H ¥Iu ¢ W (Components of Final Expenditure)
(1) wifSH Busar yaw : foRe € vy wigT feA 397 T -

(i) fawt mifSH Busar ygw (Private Final Consumption Expenditure) - u3® gA'9 &g forit
nif3H Busar yow & IeET a9z ® B BusTsT ufged w3 fort 39 wgardt AREt § fea®
Bugar @Az, niTu-fea® BUSar n3 aTHE™® TAZST Wid ATt & At nif3H feast fagt Aidt
J, BFEt g% H3TT § gead dIHST ® &% g o fesT Aer 31 feor feg du-rfr It uls
et y3uw vdte & A3 fesr Aer 31 ufgendt wies fart wfSH Busar voe @ s9a9 9 I5 |
ye ¥ ¥ @ Tt fazr famr 83ues &t farit Busar u9e = & fimr der I 1ye ¢ &= ¢ &t
83ures € W3 § 83uex ¥ USH g9 9 5% Id1 fanst ¥ 5% g J9e Agdt der
J1fert 397 HBar gt arfem HasT (Owner Occupied Houses) € wefus fagmi & ud®
gH9 € »if3H U 9w &g AHw foz At I

(ii) FIardt »if3H Busar ¥99 (Government Final Consumption Expenditure) - Agamat m T30
Busdr u9T & e S9E © Bet Bunt It AT § It T g% feadt € W9 § gem
ST ¥ 5% g7 a9 fesr Arer 71 feent T o=t ot udte & & feow f&u Afaur At 91

(2) Fo® UG Ut fsanre (Gross Domestic Capital Formation) - fege Re Jo fou foem &
AHS a3 Amet 3-

(A) Fa® w3 HUTE Uit fsgHs (Gross Domestic Fixed Capital Formation) - feae feg Ut
foans 2 o fou € sfafanr & AHs fazr 7t 3 -

(a) fsew= 3 yI9 (Expenditure on Construction) - faonz 3 fa3 Az @& yg9 <t g
9T € BE foans AHA, fre-Aine, AT, fee, maH 3 Ut Aost & vsar § st
fenm diHsT ® &% g7 a9 fesr Aet 31 fer 39 fast et vow gee § @A3 Yo feut
(Commodity Flow Approach) faar A/t 31 fagnz @ ygg 9 Js fadt ve* AHw fast
At I - (i) AS®yT @ BT wEs HUfs v 83umes, (i) BusesT ufgeat ardt a2 HasT &t
ydte, (i) foone Aos 3 978 a9 »i3 (iv) drtas Hons frie - yaret fonrast e fa3
T HY Ufgedss|

(b) HHtsdt W3 Buags 3 nwifSH wIw (The Final Expenditure on Machinery and
Equipment) - HHtsdT »i3 Buags 3 fa3 g 49w & migH™s € SdtfaT | &% Sarfen
7 Ao 9 - (i) feret wifdn feadt & vear § a9 RT 986 It AHS € &% I &9
fest aer 3, (i) <R3 Y=g fedt (Commodity Flow Approach) ® H39'& yaf®3 A &g
B3urfes Hitad! w3 Buame €t a8 H3TT § Aed fearg a9sTer rdt fest aret aitHst @ &%
I 9 fezr Aer I fow €2 feftor Idt fed sovag 73 yuz Jer 31 feoe fég re=aur
83y T wEt B3urfes fagt ot HEtst w3 Budes €t sitHst & & A3 fesr At I

(B) Aea f¥@ ufgesss 3 uaw (The Expenditure on Change in Stock or Inventories) - A&
&g 3= =3 3f3x ufgedsst 3 fa3 AT @3 UJT & Joe o9 T BT I3 Ufgedsa’ & H3a™ §
IHY SHST ® &8 gt o9 fesT Aet I1 wirt e w3y B3ure &9 8 @Az wi Aot © B3ues
T ¥® § & A3e of fiet w fea 3ur A T 83ures 3T Jur I U9 feadt adt get

(3) ©u fsaw3 (Net Exports) - »i3 fe3 feent 3 yuz gu fagus ( fagums - s ) @ W <t
Tost fagt At I fagas w3 w3 fast aret @Az w3 At € S € vis9 § B feows faor
et 3| foaurs e 83ures faR @F ¥ 83ues © Aust It fagT Aet I faaus fx A =& e/
ot feadt € wIg nioe-feerEr 3 83ues AU 3 S yIe &dt Uet| feR oo % foous © He
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& THEI MTHES T I Mo AmeT I 1 Wies 3 fa3 7e @ U498 § IHedt miHes feg wrer fest
At I faBfa feg uaw uIE Burfes @mgnit 3 &dt fasr Aret|

T AHS 3 Ao w3 83U = forit mifSH Qusar ygw + Agardt mifSH Busar 499 + Ao w9 Ut
foaHs (Ao wIE Fuet Urlt fsone + Aea few ufseess ) + mu fsours (fsaurs - nars)

A6 &3 3 THES 83Ues H ITHed MHES Ao € BEt ITH9 aiHS 3 Aa® udE S3ue © s &t i
MYSEH 59 W3 furree bgg § wrer fesr Aer I w3 feent 9 5u Aus niies § Afgn At J1

9}
at FAT e T ye @ B ¢ B fazT famr 83utes & fort Budar vow w fea fomr
Jer 31

A< W&'ae (Self Assessment)

ggfeamila yAs (Multiple Choice Questions):

4. THS vHES T FAG fI3T 7T AeeT 9 -
(®) ferme 2 fart <t for fev () =% Aeew ST fag &

(®) a=w feon feu (m) fee feg o=t &t
5. #Had faa 3adinr fea As 3 famimer HA © &t feer few Ifaet I 37 QU Hifenr Aar -
(®) feert (vf) I9-=Ht 3793t (NRI)
(T) AeeH (m) fee feg =t &t
6. ‘n T Hue féU fenast »i3 AT €< de U6 -
®) st (»1) ATHS
(¥) uJEx (7) fee 39 o<t adt|

2.3 g% HYU3 AHY (Some Related Aggregates)

niftaw 2 &8 wirt ufost I wog B3ue W3 IHesT 83U T wiftmis a9 g I7 | At uIs 83U
o Ao ni3 gU nieggset § & AT 9 1 feaR v, g dtHS w3 AU ®TIS/HS JHS 3
UJE 83uTe i3 IHEd nHEs € nirugset § & A3 2966 &9 gd It | fer niftwma {9 nirt
nieTgETe w3 gfimr Hefas AHS § Hus § & 39 3 So9ed

(i) A9 SH3 3 AAS wIF 83U (GDP,,,) (Gross Domestic Product at Market Price)
W <fodt fedt & ytiar a9 92 fegs o fodr €a1 &% Wil A7 Ao T -
g9 otH3 3 Aa% wdg 83ue (GDP,,) =fex &ur A niedt feu fea er & wag vt € nieg

At 83ures fearfent aﬂacraﬂs‘raé‘rme&lu‘r(wam%@awm fea &y & <t niedt
feu fex @@ & wI® FAtHT T nieg 83urfes »if3H A3 M3 A<l T US|

nmHEs fedt & ywar 39€ 98 GDP,,, § 35 fed €a1 5% Hiftmr 7 Aaer J -

gAY oHS 3 AS® Wg 83ume (GDP,,) = daHeTant & UrfoRfHa + &are + fand + 313 + ve
¥ Irara <t THRfI3 »mEs + BT WYSTR a9 + H&TH w3 AUTEt Udt = Susdr|

y99 fedt & Yo a9€ I g9 AHS 3 ASB uIg 83U § Io fEH a1 576 Hiium 7T AFET -
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gAY SHS 3 Aa® ulE 83ure (GDP,,) = fart »ifSH Qusar uae + Aoast »ifdH Busar vgw +
Wmmuﬁﬁmﬂz+@am%mﬁam(mﬁmm yIfed Aex) + 5O
fogers (fsams - W) |

(i) ATU5 Fa13 3 AES ueg 83ue (GDP,,)

A6 B1913 3 Aa® Wds 83U YUz a9 € BTt 979 diHS 3 Aes ulE 83U 8 Ao wiyswr a3
(MYSER J9 - nﬁﬁam)ﬁwﬁwwﬁ

ATIS B3 3 ASS URE 83Ue = g9 W3 3 AA® WIg 83U - HU »y3SuR 9 ( MYSHH &9
- niafex HEe)

GDP_. = GDP,,, — Net Indirect Taxes (Indirect Taxes — Subsidies)

(iii) 79 W3 3 5T wIg €3ue (NDP,,,)

AT SHI 3 A WIg 83ure (GDP, ) fR8 H&TH § we's € 7% g otH3 3 §U wIg 83ue
(NDP,,) yu=g § Aret J ferset

A WS 3 BU u9E S3U® = FHY JIHS 3 AS® WIg 83U - HEgH ( frge Ut e Busan
NDP,,. = GDP,,, — Depreciation (Consumption of fixed capital)

(iv) ArUs a3 3 §U udg 83ue (NDP,)

359 79 AHS 3 HU wIs 83U S8 U »iy3uR &9 § wer fest A 3t AT AU %918 3 HY
B 83ure yus § At I ferset

A0 ®413 3 HU uWdg 83ue = 79 W3 3 HU w9y 83T - AU niySuR &9

NDP_, = NDP,, — Net Indirect Taxes

AS HBIE (Self Assessment)

J5 fod Aust &5 At »3 I83 & yguE &9

(State whether the following statements are True or False):
7. THES viHEs € UG9S € AT 3 AU B8 3 TTHSS MTHES J
8. JIHSI ninHEs ©F 89 UTg OF ©t uguE fafonr @ &9 fors Y9 & uges awer J1
9. ‘TIHI winHes’ Aue fex gU ugET I

10. fex &ur &t niefy @ €9F foa 0 & nirH T fir It ATs A<t @ esAegY fast ot vs
Zfodt ® 3% A3 § IHSI wiHes faar At T

A% B3 3 BU w9g 83ure (NDP,)

=ggHgTan T Ufgrfia

+ BIE

+ fanma = Yg%e MifaRe

+ B

+ Ye @ JAarg <t HAf93 nmves
fee <o Bu »y3wR a5t & AHT 59T &8 WAt AT StHS 3 BU 83ue (NDP,,,) Y3 &dtdl 3=
NDP,,. = NDP_. + 50 "y3uH &3 (Net Indirect Taxes)
fee f<g (NDP, ) HETH § AHT ST &% WA U3 I 19 SHS 3 Aa® wag 83ume (GDP, ) 3=
GDP,,, = NDP,  +Depreciation

MP
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(v) ¥79 &3 3 Aa® IHSSt 83ue (GNP,,,)

W <fout fedt & ytar sge 92 feu fea Bur A &9 2 € wIg A @ nieg 83urfes wifsy g
w3 Aee T g9 HE 7 fag fée fevm 3 yus gu Aus nwinies AHE Jt 9, ferset

HY M 3 Ao® THSS 83U = IWY W3 3 Aas wIg 83uw + feRE 3 YUz AU AUs
"MHES

GNP,,, = GDP,, + Net factor income from abroad
(vi) AI% B3 3 ASS IHSS 83ue (GNP,)

€ g9 SH3 3 A ITHedT 83uTE &8 5U »iySTH aat § werfen Aet J 3T AT A6 HES 3
A% JHeSt 83ure orfis der 31

AUS ®91S 3 AG® JTHSYT 83U® = W9 JIHS 3 AA® IHEST 83U - AU mMiySuH a9
GNP_. = GNP, ., — Net Indirect Taxes

(vii) 79 W3 3 FU IHSS 83ue (NNP,,)

e g79 W3 &9 Aom gHedt 83U ¥ HEgH § werfent Aef § 3€ AT o'WWY WS 3 BO
ISt 83ure s der I-

THY W3 3 §U IHSI 83u® = THY W3 3 AAS THSTt 83UE - HEgH
NNP,,. = GNP, ., — Depreciation
(viii) ATUs 913 3 §U IHSS 83ue (NNP,)

7€ 79 dtH3 3 BU IHed 83uE &9 5U »iySuR a9t § werfen Aret I 3T AT AU ®9S 3
IHedt 83ure s der I-

AUs ®91S 3 HU JTHSYT 83U® = W9 JiHS 3 §U IHEST 83U - AU miySuH a9
NNP_, = NNP, . — Net Indirect Taxes

AU& ¥913 3 §U IHSSt 83U = ITHeS niHes

= gaHgTfanT & ufeRafHa

+ HarE

+ oo ygTSBe MitHe = UFE WTHES = A0S ®d1S 3 BU Wdg S3ue
+ &3

+ Aefeufst & fimfes nmies

+feert 3 HU ATUS wiHEs

fersa f<g,

A5 B3 3 BU IHedT 83U = As ®9138 35U wIs 83ue + feert 3 yus AU Aus MniEs
NNP_. = NDP_. = Net Factor Income from Abroad

(ix) fawt #39F § BU wIG S3u® 3 Yus »mHEs
(Income from Net Domestic Product Accruing to Private Sector)
I3 nige-feerer &9 € 939 U AR T5-
(i) fawt #39 (Private Sector) - fer &g 89 A faaH »i3 J19 faaH 8o ue AR 76 frst &

Hfsare w3 fonizas fort feniafanT € grg feg der 31 fem 839 & nmies § fort iz &
B ulE 83U 3 YUz niHes fagr At J1
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(i) At M3 AgeAfex 839 (Government or Public Sector) - fev €8 yrAfsa fezmr,
(Administrative Departments), fegwitr (Departmental) 8aH (fAQ 3%< 77 374 379 fegmn)
i3 Ji9-fegmainr 8uM (Non-departmental) (fr fewe fefsus w3 fefsus feugwfesn) A
32 75 | ASardt (7T Argenfod) B39 § wdg 83ume 3 yus nmiEs &9 Anvs 3€t 9 (1) yamAfex
fegmart § Aufs w3 Bmefast 3 yus nmies w3 (2) d9- fegmimr Buaei €t s931
fermet fort 439 & uwI® 83U 3 YU nHes €9 nmiEs Jet 3 At des fort 839 § I yus
Jat I
59689a © Age’ g, “for 439 § HU uwIB 83ue 3 Yus »miEs ©F g I AefHa € urfomsfia,
yg@s mifghn w3 fiRfas »mies € qu ffe »iefis Bu w3y 83ure &t Aus s @ 89 fomr A
fa fawt #39 3 yuz der 31 ’(Factor income from net domestic product accuring to private
sector is that part of factor cost of net domestic product generated in the form of compen-
sation of employees, operating surplus and mixed income which is accured to the private
sector. — Dernburg)
fort B39 § HU WIF B3U™E 3 YU IT TH ATUS MTHES T 1igH'E B € BT AUG H918 3 5O uRE
83ur 3 (i) Agag § fesattmr 8ot & Rufs w3 Bmefast 3 yus nmes w3 (i) d9-fegmainr
8wt <t gu3 § wer fesr Aet I

fort #39 § HU uIB 83U 3 YUS ATUG MTHES = ATUG MTHE™S 3 HO w3g 83ume - fegmiinr
Bmt &t Auf3 m3 Bm=fast 3 yus minies - di9-fegmiinr 8wt &t 593

(x) fart mmHEs (Private Income)

fort »inHes 3 I 8g ninvEs 5% I At fort U39 § fea 3ur A few A A, S3uredhn et
3 Yz get J1 fev fe3 fadt 439 &t AU »iHEs i3 TAST39E FA13T6 B ATHS Je I6 |

Jedt AYTEt Aaes € HeTaa “fort nves 8 nies I 7 fort B39 § Afonr AIST S yus 3=
TH AUS MTHES M3 AIAE 3 YU TISHG JASTSIE mi3 gA fere 3 YU T93Hs JASSIE &
#% 317 (Private income is the total of factor income from all sources and current transfers
from the government and rest of the world accruing to private sector. — Central Statistical
Organisation)

fort nmies T fort 839 § Bu wIg 83U 3 YUz Iz T8 Aus »nHes, feernt 3 5o Aras -
HES W3 JAST3IT FI3'6 AHE Je I | feR a9a fort wines 3 AUs »inHeEs w3 JASTEIE Fa8T
2 &t AHS I T5 |

fott nmHes = fort 839 § BU wIB 83U 3 YU AUG MTHEs + IHEH J9n 3 famm + feamt
3 §U A0S MTHES + AT @ SI3HTS JASISIE + T feRe 3 I93HS JAS3IE

-

L)

fotit nmies = IHES MTHES + ASATT € JASTSTE FASS + feUnT 3 T8 IASTSIE +IHSS! JOH
3 fanr - ASa9 § Aufs w3 Bmiefast 3 yus ninves - di9-fegmaior Suaai &t o3

(xi) fena=tars mmies (Personal Income)

feniatars viHes faR o @ fonStas w3 ufgerat & fea 3ur A% @ nivs A9 ASST 3 Ifsas <o
Y3 AT WTHES W3 TI3HTE JAST3IE 3376 € A3 J |

Utears € raet fég, “fenia=ias ninves fenafan rdt A9 AS3T 3 ofaas R YUz Ats nines
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i3 IIIH'E JASTI9E FI36 T AF J1 7 (Personal income is the income actually received by per-
sons from all sources in the form of current transfer payments and factor income. — Peterson)
feniastas nmiEs T wieg fonafant § A AYST 3 afees e Yus d= o@t vies § AHs fasr
7rer I 8ergos ¥ 39 3, Sont 7 feadt & A7 &3 YUz Jer I Qo 9 g= forr feniafant g
&dt Sfamr Aet | 8g mifesfas 9 (Undistributed Profit), fig 8unt & g3 (Corporate Saving)
3t foar A/t I © gu feg @ont & a% 90 AeT J |

feger ytiar (8) faaH a9 gare € &t »i3 () g 93 (iafi3 3F) 9z @ &et fast Aer I
fereet fegg fomatas nmies ffg AHs adt fazr Amet 31

feniasiars vinies = fovt niHEs - faa &3 - faant &t w93 (feert Fufontt & yfsofes
NTHES WeT J9)

(xii) fenaStars ywww mHEs (Personal Disposable Income)

fona=tes yemw mies & Yyrus 59 € Bt foniasias nviies © & & y3ur a9 »i3 Agadt Y-
MUE HE & HIT @ 7% HIY SIS AT 993 SIS © BT »AE Je I | fenaSers yuAw viHes J9arE
&t a9 FaSt T FOX Jet I

fonaiers yume »mies = ufse 439 & Bugar + ufgee ¥39 <t 583

Utedrs © WA, “YGnd »iHes 87 niies 3 A3t &t ufgere @ A9 A3 3 Y3 Jat 3 ni3 Gre
% AJAT It GRET nitHES »is AUk 3 %2 92 A9 397 @ o9t € 3986 9 3 g'E gget
31 ”(Disposable income is the income available to persons from all sources and remaining
with them after deduction of all taxes levied against their income and their property by the
government. — Peterson)

YUAW MHES = fonaSies WiHes - YSUR a9 ( MHES &9 m3 AUf3 J9) - Aae € yAAfed
fegrar &t fefen yrufsnit (fewastat ardt Agare § fest aret Sn i3 gavms)

(xiii) ITHSI YGAT MTHES - AE® M3 BU MRUST=r

(National Disposable Income-Gross and Net Concepts)
THSS YUAW »THes AS AT3T 3 YUz gt I (3< niHes w3 feent 3 YUz gAi39E 39187s) AT
fa fex 2@ € =i § fea A € wiefa T Busar y9w 77 ¥93 € &t Bumay Jet T
Ho® TTHSIT YUAW ninHeEs &9 usgrEUs %d13 (Current Replacement Cost) AH® Jet I Aefa
HU YGAW »HEs (AR &9 utiie »iies) fég feg Anvs &dt det

[ 9% ysaAuIs &aS fx 3?7 (What is Current Replacement Cost?)

feg faR IHeT It fea A & Budlar fa Ae @&t Aust @ 899 J AT @ 9 8Ae UsIA-
ous & a3 31 fer ust wige-feerer &t furee (7 Yt & 8usan) J1

HU IHES YUAw nHEs ( ARY &9, YOAT »HEs) = AT® ITHEY! YUAT MTHEs - 978 YGIRATUS
®a3 (At off ydt wige-feener T U9 3 We TR I I1)

28
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E

THE % Aafs AY 3 v fegg UR a9 |

2.4 THSI YGHW MTHES € nidl (Components of National Disposable Income)

THSI YEAW nTHES T WMEH'E J6 oY €a1 576 SrenT AT AdeT J -
IHEI YUHE THES = A06 SIS 3 BU W% 83Umes (7 W3 nHEs)
+ HU »Y3uH &9
+ feemt 3 Y3 gu AUs mHEs
+ gt fere 3 YUz HU 98 JASTSIE

IS fenia=ters YUAw wTHEsS Af ITHEdt YAy WHES &9 nise

(Difference between Personal Disposable Income and National Disposable Income)

(i) feniataz Yyerm mHes e Aau fod 21 aes feniafsnt w3 Jgond &t yand miHes =
3% JeT J, Aefs ITHSIT YUAW WTHES € HEU Ud ©F ©F YGAW nTHEs € 57% JeT I

(ii) TSI YHHH MTHES YW MTHES T MEHTE SIS € Het, At $418 3 5O w3y 83U,
HU n»YSuR &9, fetRt 3 YyUs B AUs wiHEs »is g6t feRe 3 yUs 9% IAS’SIE §
Afgnm Fret J1 At wig feonasters yuaw niies 99 fed 81 € wIg Busar AT wdg F83
& #Afsnr Aret I

Jo feut 3fsar ardt feg e famr 3 fx fa” IHedt viHes »i3 39 AHE fx - &8 © &% Aaus

TS|

IJHSI miTHES M3 HeEU3 AHT - fed au9
(National Income and Related Aggregates — A Glance)
1. gAY dH3 3 ASS wdG 83ue (GDP,,) | = | fex 3ur A i or & wag AtHT feg Arfanr
Al @ gAY HS

2. gAY W3 3 AAB ITHEIT 83utE|=|DP,, + feeRt 3 HU AUS »mHES

(GNP,.)
3. =W atH3 3 §U IHedt 83ue (NNP ) | = GNPW—Wégﬁ@@uéa#t*mqm
4. g9 dtH3 3 5o uwdE 83ue (NDP,,) | =|NNP, - <2 3 5u AUs »mies

5. AUG ®93 3 5<% w3g 83ure (NDP = [NDP,,, - »3GH &9 + niafaa Hee
fog® uIE nmiEs

= [NDP__ + H3 TH

o)

6. AUG 9IS 3 AES Wy 83U (GDP

7. ATO& &3 3 AXS ITHEIT 83utE|=|GDP,, + R 3 U AUG nvmiEs
(GNP_)

8. AUG %43 3 foes IHedr 83U A IHeT | = | GNP
nHEs (NNP

)
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HU UFS WTHEs + feSrt 3 BO AO% niHes
+ HU »YSUH J9 + ot fere 3 5O 9%
JAST3IE

10. AS® THSST YGAW MTHES

HU THSI YUAW WTHES + 98 USIAUUS
B3

11. fort 939 § B w3y 83u= 3 YUz AUs
nTHES

A0S Ha13 3 BU wdg B3ume-fesaftnr BuHt
gt AUt w3 Bunefast 3 YUz nines- d9
fezathor Sunt <t 93

12. ot itHes

fort 439 § wIg 83U™ 3 YUz nmEs +
feont 3 FU AU WTHES + AT & SI3HE
JAST39T + Fdl fepe € <93HE JA3i3aT
+ IHSIt &9d 3 farma |

13. fena3tas miHes

foHt nmes - faaH %9 a9 - Budt <t gg3t

14. fora=1eR yanw mHes

foaStas vmiEs - y3uR fonisStes a9 -
ufgergt gt fe3s are fefen SR »is gaHs |

2.5 AT (Summary)

fex 27 @ IHSSt viHEs T AgU d<% BR 9F & i T ¥ &% Jer J | ferer fafosau feg 3
nrHEs < feag foar &dt wifenr aer, Ao 89 feniast »i3 ARg=t 3793 @ witH @At &dt 351 fer
3% § So9e T, 393 f&E a9 - = fimit (Non-residents) Idt niafias nmiEs, 378 fo 393 & uds
nmHEs T fead forr 3, 39 &t fearg 3793 & IHedt viHes © fea forr &dt Hrfen At

2.6 HIEAH (Keywords)

o R fa3 (Economic Interest) -0s € &% AIUS fa3|

o nUTSs (Obsolescence) - Yg&a 3 g9 |

» g9 fedt (Expenditure Method) - ugw &t fedt|

2.7 wfom™ yHE (Review Questions)

1. TSI nTHES €t AS® w3 HU nifugE<! af J°?

2.’THSSt viHEs & U 3 ot 37 I7?
3. ‘9% AIU3 AHY’ 3 3AT o ANST 37
4. IHSS YEHAW PTHES & HY Widl TR |

@39 :re H& e (Answer : Self Assessment)

1. m™H 2. ITHaSt
5. (n) 6. (¥
9. Adt 10. AJt

3.9 feg 4. (®)
7. Adt 8. %3
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2.8 WUz YASAT (Further Readings)

&

FAIH 1. Hadfearsfian : fearsfHaaNE, SBATERS M3 UTSHT : 592 € T8
253 3fes ve. Uus, @fesT gan, 2010
2. HosfeaafHan : gudt »is UfSHt : wig. »i%. »irgaT, »iA. I¢ USfSHS,
2010
3. HadfearafHan €t 31 : »i@. WA, 3'H. Arfegd 29 ugfsars, 2010
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” fearst-3: miafaa T WS THES PTHES

(Economic Welfare and National Income)

few Az (Contents)

€<% (Objectives)

YA3=&T (Introduction)

3.1  widfax afenrs &t T2 (What is Economic Welfare?)

3.2 widfax afemE w3 ITHedt nmHes feg Aea
(Relation between Economic Welfare and National Income)

3.3 THSI MHES migfax afgns @ HU @ gu feg
(National Income as a Measure of Economic Welfare)

3.4 "™ (Summary)

3.5 wWg=aw (Keywords)

3.6  wifgm™ yus (Review Questions)
3.7 wgfuz urzat (Further Readings)

©<w (Objectives)
fen fearet ® wiftris 3 e fefenraet Gar d=dr:
o IR TBEE § A6E BET |
o THSI MHES & Wifthis JI5 Bet |
o FAHT JMBNTE § YFes qdz T8 33 A6E Bl |

UYHA3'EST (Introduction)

nigfaa w3 wiafEasy afenrs R Hedr ® wiorg 3 3¢ g9 3i adt | Utar <t fer 3% & Heer J1
fere yerfas miafaass afens & € 397 &5 ARfTS o= 7 Ager 31 ufgst, s § yus a9s
€ 3193 5% | aH F9z € finmer W2 i3 o T&S »afaasy afens § we &9 €41 | e, MTHES
¥ YJg I9T © a1 &8 | MR afenE 5% feg HiE 83T aer I fx f9a-fgs Busar e 3 fa3
I H9Y AH'S A3ATE YT ST 06 | UT dfaas feg fed faar adt Jer faBfa me uditet aret ergmt @

3.1 wafax ferE &t I? (What is Economic Welfare?)

nigfad afenE i3 ITHET MTHES T Heu Aas 3 ufast wiefe afenms § ufgeis ags Agat
31 ‘afenrs’ fea vafaa AMEST I AT ot Hafen™ Uit w3 3RS ©f e63a J| Jetas feu afenrs
Hadr  HisfAa Afast & fea yrs nierer 3 1Ulg forasters afenrs § feniast eear nigse
diSit Tttt Aol AigRET & 3% 73 HoeT I miS AN afenrs § forastars & & #9189
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afenz & mafaa afemms w3 mefeass afemE (non-economic welfare) feg €T 3 1mafe x4
afenrs mfaa afevirs e 8 331 I fAR § yfswas A niyfawam gu feg vear feg Hriimr 7 Aaer
31 faBfa afenrs mee 593 feAsas T, féme‘fﬁamafaaarﬁmnsazﬁmsemaa??u
8re muet feu ms"rwé’rmmrrha (nm)arfswz%@ﬂ wzaﬁ]‘ﬁ-sawﬁ%ﬁn?s
WWWBHBHﬁT%W €3 2 o ferfenT 7 Fer 31 feme feufos | wiafiass
aﬁmmrﬁaaﬁ»@@@am%mﬁmﬁgmﬁwwﬁ,ﬁ%%@aml
<9 Uiy & feg fem9 T fa fegd fAd Yzt &t acer aoe Aur &dt ger| faBfa mafeass afenrs §
HeaT It Wil 5t 7 Aaer, ferset nige-aHSdt § fer HifenzT 3 guer wrfoer 9 fa nefaa
m?mﬁwﬁr»ﬁﬁam%ﬁ@%@aaﬁm%ﬁmw%lmﬁtﬂmfm
foroer 3 uAe I6 fa niofaa afsns @87 o% a% afens g <t <fadt Jedit »3 BRdt aft @
% % JfGnTE g < aHT Jet I

ug &g fraar oRET Ase &t falfa A3 a9 niafas afenrs g =fodt e 96 8T nafaa=y afens
8 we <t 59 AaR 95| ferset gw afenrs [ edidt vigs 3 we J Aot 91 iR winies @ =ue
% NIER IfHNTE W3 TS IHNTE B= TR NS NTHES © WE I &% feg we J 7T 96 | ud e
Sz ae% MHEs T H3TT 3 It fod39 adt ageT Ffa nHEs & Y3 a9 M3 B8R ¥Jd a9
2 271 3 & 5939 d9er J| A AITHS Jaurfan & feg SH a9d fAneT niHeEs aHe &, Ud diet
Frf3 w3 efi3 T3reds T ofoe o 37 Gust & nigfaa afer I eftmir IR U9 35 afens
feu =fodt &t Hat 77 At | fer 397 Baa™ T Hgw & niTHTs © WigHT T &% o% e g
Sfadt &t Hat 77 At | Aog 89 A, fHINE »iet Ifeada @A3nt 3 <0t et »inHes Hag dde
5| ferset niofaa afens a% afenrs e fogera adt I AaeT |

A< y&iae (Self Assessment)
feaz =t § 39 (Fill in the blanks):

1. ‘Sfenme’ fox HafAs AfGST 3 At ot e Yrit »is & eu3x J1

2. femE Haet Hsfia Afast <t fesr . AT I

3. g fenaf3as afenrs § fenast It migs= fast ot Afonr AgRfent & ..
Hoer J

3.2 nrIfax afsmre M3 IHST nvEs &9 Agg

(Relation between Economic Welfare and National Income)

WMIfEa IBATE W3 THSIT MHES 8= HedT g U AT @ g9 Utar fer €9 wishe Aeg rerfus
9T J | A THSIT vTHES <0t J 3T nidfad afenrs feg <fadt It I w3 IHedt winves <9
aHt 9= &% niefaa sfenms g @ it It 31 widfad afens 3 TR nEs B yse § €
3fgfamir @ 5% niftmis 3T A7 AdeT J: fod, ITHedt niHeEs @ miag feg gese I &%, &, IHeIt
nHEs © fesdz fu gese dF a5

1. THSST nTHEs @ iag 99 gese UosHa A fae=3Hd I Aet J1 ITHES niHes &9 dasHa
FEBE IT &% Mg &g <fatt get I fae &% 3« frmimer @Az »i3 Aot v Qusdr a9e J 1 feae
% niafad afens feg <fadt Jet 3 | Aefa THed niHes e fae=ia sew< J & fereT niarg
e We g7 I 3T B § We THIAT w3 Aeret usar € Bt yus Jet I e 5% niefaa afens we
J At 31 U3 feu Agu ot fod 9% 3 fogg9 a9er I

fx ITHES viHes feT gese TR3fed I A Hefdx ? Add ITHES MHes 2T ges< a3 fiu gese
T g9E gur 3 3 miafe afenrs fog TRsfed gew< § HuE HRars § Aef I1 Bergos © T,
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faBfa Hae 3 fa nige-feerer few TrznT ni3 ATl @ 83utes g <fadt & oot 31 oitH3T <= a%
afEx afens f&g st Iz <t AgeaT frmmer ugt At J1 ITHEST niHes fég ersfex efadt d=
3% Jt niafas afenrs &g =fadt gt 91

TAY, TTHSS niHEs &g =fatt fam 397 It J1 Had IR niHes <9 =fatt AefiaT & ARE a9
J&t IR 3t midfex Sfenre T =fott &t &t 7 AaEt | fae HAgS' Irdt frvmer w2 dH a9T 5%
& g1 3 B BTt feen 9T WR, BUaTs AouTS 39 T - AE T3 w3 Ifz = pfeuet 5 ¥
3 BTat v didt gAf3nr few afoe wife | fag fod fadt uforfufswit fSg IHed »inves Tuet 3 37
nigfaa afenrs &g <fadt sdt Jqft

fa#, a9 I9 feniast mHes & & a9 RT & It AR 37 IS nHEs niefEa Jfene &
ferera FESIE &dt J ASET | H9< J f& IR nies @ ST &% Aorftmi < 8Ft aIfs @ &%
TUdit »i3 I9 fenast ninies S et <fadt & 9= feg fadt frost few IRest nines g <fodt
T 3% midfax fenrs f&g efatt &dt 3241 U9 feoe &% feu foragn adt afsnT 77 AT fx
I3 foniast wiies TUE 5% niefaa afgnis euer 3 w3 9 faniast nines we 98 &% »idfaa
i a2 Jer J|

As< I fa IHeS niHes g 2fatt 3= &% 99 feniast ninves &g & =fadt It J U Aag IHest
nHes &g efadt yrtars ueaet @ 83utes @ ags I8t J w3 o &g Busar TAawn & 83ues ae
J= &% Bat & aHt Ut At I ITHEST niTHES »i3 99 faniast nindes féw =fadt 9= o% & wiefax
fenrE g =fadt adt Jedit faBfa da & niafax afenrs 8at @ It Butiar fast aret TrznT 3 fo-
39 d9eT J, & fa Urtas ueraE’ 3| fER 397 guas <9 AT IHSI MnHes w3 79 feniast niies
&g frmmer fadt It I 3t & niafax afwnrs feg ot =fadt sdt It faBfs gu @ fest f<g e2m &
AT 83uTes AHST GU-ATHAET go'e 99 udg Jet I w3 Busdl @rznr € ot uet Afet J fre &%
Fat @ grfgz Aoz & A3 89 Al I »i3 wigfax afens ae J Al J1

Y : THSI nrHEs »i3 79 feniadt niies U &% 3 & »igfax afens ufost 3 & At 31 feg
fragr 3T der 3 Ae gHedt nnves T efodt uat gar & nmes e fodt gt 3 w3 adtet § fem
T ST B &dt geT | I WMTHES TS 6% MHIG 99 viHiT € I6 »i3 Iete »id dtg | feR 397 /e
Ofeet e dfns eter J 3T aete @ fsnE & 7 Aer J falfa nitat & »imar aetet & fasst
frmmer Jet 9, ferset a5 nigfaa afenrs feg it niet 1

g 39, TTHSIT MHES ¥ IO 7% nigfaa JfenTE 3 737 ygre Uet J 89 fer 3% 3 fagsa ager
J fa Fa v ygw a9z = Ea1 fad fAgr T2 A9 »THES TUS 58 B IIUSHBIT U TH BT 13
gfearet fAR Ta, uft, »i3, UY »iel 3 H9g a9 I6 3T miafax afens feg efadt It 31 ua fege
feudts FITg, 78 »ie! Tfacaa AN 3 UJY 9T B'% MIfEd e © &g Ht nidh 31 Teitas
JT T8 gewe’ 3 fadgg a9¢t J1 AdT eHs M3 Jfon &g gesTe gdit @Az @ Busdr &t wig Jer
3 3 wiafEx afens Tder I &dt 3T It <A @ BuSar 5% & geT J|

83 ¢ ferdns 3 f&u AURe T A’ I X a9 IHET nitHes w3 widfad Jfens &9 a9 Aag 3
29 & feu forgs 39 3 &dt oo 7 FaeT f TS nines w9 79 fenast vies © <Oz @ 5%
nofax afenrs feg fe efadt It 31 IHeSt niHes &t <fadt @ &% niafax afsnrs &g <fodt A
Mt d=7 agt fea 33 3 foggg amer I AR AsATp &F =fadt &t =9, »Hes ® YU S @ =,
S T nieAETR, Y99 F9E T 39T, S W3 Ifon niet|

2. TTHSI minHes © feegs ST gew< € 3dfom &% ger J1 ufast, U e JA3TSIE Jdtgt 3 niiat
& W91 g, niiet 3 atEt € Wi | AT ITHE niHes TUS 5% U6 T IAS3IE Ufast fam &t
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ﬁl

"9 ger I 3t widfe Sfenrs &g it et 31 fed fraor Ae der I 3¢ Agarg ust g9ar § frrmer &3
UggTEt I i3 JNtEt 3 mRIdt (regressive) a9 e we I |

IHedt nHEs © fess w3 miefea afens & eAsfeq Aag gd 3¢ € JASISIE © &% J, AT
U5 mHigT 3 Jdtet €t vid Aet 3| IHES wiHes € dte @ uR T ysafesas mifiet R us § o
I W3 JtEt & mHEs § TUd fasT AreT 31 Udt <99 € »inHEs § JEt 3§ € 3913 muSTEE ae
fa3™ 77 AawT 3 fAR, s, AUf3 it 3 wiiddt (progressive) &9 BT, fearfuara e fawzas
SIET, AHTHS A=’ €7 THSIIGTE S9a" »i3 wiHIgT Irdt yuiar off AE <&t Hadht w3 fesrisT fenr
AN 3 J9 Bare miret | fege feudts adtet € nmves & & gt 3dtfomr @ & efunm A Aaer
3 iR, s@a3H HAgdt =9 fores a9y, W%@W?ﬁ‘eﬁwm@aﬁ A3 w fe39T
AOaTSt FeS adt sma w3 IdtEt & Hes fam, ATHTTHS HORT w3 &2 faa® 3 Hele ye's aadl | 83
f&ﬁ@uﬁémﬂemwwmm@mfﬁwa?mmmeﬁﬁ
324t g 3 fer fews & fes maet &g fanrs fasr 3, “aet & gz, A7 fa ersfeq nvives
2 ¥g3 wifte foR &t adte @ g fég =fadt aer 3 Aae 80 foi fe wdtdlas &% aHedt wsH @
g feg aHt adt st 3t nmi3T 3 nigfaa afenrs § u_ar”

Ug feg Agdt adt T fa et nmiEs © AHTs fesdT 3 niefaa afers feg =fodt 571 fere €%
7 it @ BEt niusTEl AT T A1t fefauds & 9 3T mafex afenre feg it € =d Aaresr
uTet At I 993 JU 86t €9 3 Bare I wirgdt 83uTEs AH3T »i3 Ut e w3 faarE 3 gor
yIe U 76 e 57 grHedt ninies uie At 31 fert 3§ Agadt yusst 9rdt A adtet € -
Hes feg efodt 3= 5% A9 €9 ferer ytiar Ao, 72 »iet gdt <Agvi™ 3 ¥9w d9< J6, A7 8uat
ot Aer it efadt § At I 3T widfaa afenrs f&g St Jet I U9 feo &< T er3fex adt, s
39 9 fabfa Ae Agarg nitat 3 aEt 37 @ wirddt a9 Faret I 37 fen dis T ferm forrs quet 9 fa
Brer 83uws 3 faerm 3 g9 Yg= & UR| T »id A< fan Jete fenieSt & ninves SUEr 9 3
Goer feg afm get T fa € wiu@ srfonr § et fmr 82 w3 miuzr grfos Arfoz & A=9 89 9|
fer &% wiFt fer &3t ure I fa IHed nHes ST =fott &% wiafax afenrs &g <t =fodt
et 9 ug A3 feg 3 fa atet & winies ue 5 Jag ' w3 8T mu Ffos-rrfoz @ A3 § Ao
i3 niHigt & nmiEs fer 3 e T fa 83ures mHsT, fovm w3 At - Aow &g Ot & s R

|

-

BH nafaasy s ArHTAg afens & €a 391 3 fagg Hear &g witmr &dt
7" Ao, AR 3f3x afens |

Ae Hsige (Self Assessment)

gofeasuin yas (Multiple Choice Questions):
4. widfaa afenrs AHTAs afens & €9 forr I figé YsuR 7 niyseR Ju € 5% Hritpr

T AoeT J -
®) yeT 5% () SA3 &
() fenast % (A) AHH 378 |
5. SHIIESUWSHBUIET®BS ... afenE § ue 53 fee 51
(®) wrafx (IR IECES
(¥) AHHE (7) fee f&5 gt &t
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6. WIS AMBAE IF AHATE & Bdt I AdET -

®) fogera (vf) VR
(@) foemx (7) fee 39 o<t adt|

3.3 JHI MHES nidfax Sfens € HY € gu feg

(National Income as a Measure of Economic Welfare)

GNP nafea fenis & A3EAsS HU &dt J faBfs IHedt nmies @ nisHs &9 a8 A=t ni3 83ues
afgnret AN &t It I 7t o afenrs § ysrfes aoet 3188 o fod fid weat &t feniftmr ot 7
It I 73 fa Hew afenrz & ysfes age T 3fas GNP nighs &8 Ans &dt fa3 A= J1

fema™ (Leisure) - AN 2 gfenz § ygifes agz @' fed Hozeyds 33 ferma 3 Ug GNP <&
AHS &t fagT Arer 31 8ergds € et o g9 @ fimmer we Sat & yEt § U a9 Aae 96 fasfa
Bust & fema we J At I fege ot Wi 99 93 aH ad9T ® e w2 fema § <o fev gs i3
ST § YA JUE TS| AHTH It 0 A wie fermaH 8 5% nige-feerE v g% 83ues ygfes der
J1 Ud THSI nTHEs © nigHs! feg fera™ & U odt &3 At 31

#ies & g==3 (Quality of life) - GNP © nigHs' fég fies & g=e3T AN adt det I At ot
A € afenrs § yfsfanfes aget 31 fimrer gtz @& mogt 89 fies Ioret &% 3four der T
AEst 3 593 3t Jet 3 i &% AR © a'H Jer I 37 gowest gfenr 3 At of Bt § midar a9
fé&t 3 At 19 foet 31 3oz efis § Aref 91 ufgegs, foem, feus, 7% et & AHfimet et
3 31 v =oe e i Fies Afew g= A 5 w3 Hies O adt i faree widh 31 ufseEgy
AHHS afnrs uie JeT 1 Ud Aot Ates @ f8T A9 357 ITHSTT »iTHes © nigHs e ArfHS &dt
fa3 A 31 ot ni9 fed il B=t 3 fE Stz adt It w3 Ba Ae T9 i3 ge9s ©f AEdsT € Aes
age I 84 Hies &t adt &g =fodt d&t 31 ug feg & GNP &g yf3fanfes &dt d<t 91

39 Wafse 525 (Non-market Transactions) - oS dig Hafae Bavs afens g =fadt a9e
5 Ud BT THSS nHEs T nisHsT feg AHS &dt a3 A1 | Jafaat € wa & Aerel i3 AT AR
afgniret faR uafia 83Fe &at & afens § yses soe I Ul 8T GNP ® nigHst f&g AHS &dt
aist At falfa fed fadt Aeet yes ooz 5% agt Hdfae 3686 adt mie I5 |

&
at It e I 5T THeI nines T efodt Fefiar @ AEE 59a 98t J 3t widfaa
Sfenrs &g =fodt adt adt 7 AT |

gfgggre (Externalities) - fer 33 afageg=e & afenrs § <oz A We g9z & Y=fz owR I ua
87 &t GNP nigHs <8 AHG &dt o3 AT 96| fex gfggs= fonafsas 83ues »i3 Busa @
ufgeHAR Y faR en fen&@fsn 3 %3 77 %19 Jer 31 U3 fex gfggst= €t &= At %98 Hear ardt
adt vt A7 Aaet faBfa feo Hafae afanmet fSg Avs adt get 31 afag ¥ @ fex Berggs fex
fonat § niuE USH @ T3 9t § U T &8 fiee ! urt | gfag w3 T fea Berags winfaa
Wﬁ?ﬁzmﬁl u&lwm%geﬁu?mﬁm%WM?sw?mﬁu—
=fast s I %@%Wﬁw@w@ﬁﬁuﬁmﬁmaﬁ%f&ﬂw&amﬁm
T nigHS 99 FTHS &dt IS8T AT AaeT J1

83ures & yadist (Nature of Production) - GNP € wigHat <9 fga emgnt ardt AHA &
fe5-f35 AzAfe T A3 yers ads & AH3T yfsfanfas adt Jet 91 fea wig oW AF fox <t @ €3
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g6 go7E 3 fazr faprr A ygg IHedt nmies T AHs efadt ager 3 uS feg AHH § FgAfe ©
8 - f35 A39 yT's a9e J1 fex aH afenrs feg feadt 54t age Aefa fex g9 afadt a9er 1

gfas Afas & Yus (Standard of Living) - GNP € »igHs AHH € Jde Afas € AT § &t
fomis adt g9€ I AoT IHSI Hag & frmmer foAT gu & ANTE gate w3 UHT uegugt 3 uad fasT
freT J »i3 uie form usasT Az @ faare 3 3T fEg Wi3gaHedr niTHES € wigHst feg feurst
&t fesT ug BuaasT @Az © B3utes RE dHt 8 € afens § e a9z & yest guet 9, Aef
gu ¥ AHS mi3 At ueeE 3 3T famir u9w  @93vs 188 afenrs § adt eder 31

83 fans &3 a8 HtHmiT @ erfeds 5% GNP afénrs © Hy @ gu f€g UR odt fasT 77 Aaer 31
39 &, g3 ngERASfont 3 GNP & ufggmt § fersfos soz & afm fa=t 3 3fa feo wiefi
afgmirs & vy 3 A | fer wig ufost yam 4. $90A (Nordhaus) w3 2fas & 1972 e fasr1 feos
nigfaa afenrs & v (Measure of Economic Welfare - MEW) fasfis fast 9 fag ivgens 5
nafed femrE (Net Economic Welfare - NEW) &fge 75 |

&90H w3 2fas ¥ H3Ed, §oar 8 MEW ¥ AW §usar fae 5% Hiae afens der I 898 vuz &
w36 fa3T IIMEW © HS & nigHs 3z ®at 87 Busdr feg & a3 He e fev oo A3t afenms
YeTs &t Fget J1 AR Fes St (regrettable necessities) fae feg gomT, ufsA, AETEt et 3
AISTIt 49U W3 Ud fos Aged gA A arst It w9 3 I9W 5% 3 A'E © faAt feniaf3nr e vag
AHS 1 e Arfonr w3y fear@ et 3 Busas vge e <8 Fges, a9, &t &, 3518, aus
g & Hits, efod »iet IS 31 w3 S8 foe3ra afagst=t (negative externalities) © &7 Uer
JIT TE nigHa3 FO3 A1 fX Aodiags, 139 w3 UgAT € a9 UTet At J1

feg vet § wez 3 T, 39uR »3 2fes Is fart St Het Busar e Anr a9 fev T1 feg o5 -
(1) Hefae3g Sfgnret ¥ & (value of non-market activities): (2) TA3fex 39 3 Bugar fa aret
fea® BUSTBT THINT © HE & WigH® M3 (3) fera™ & HE © nigHs |

MEW & nigH'E feg a90R w3 2fe fera™ @ Hanias 3 frmmer g% fee 0o | fee w2t 8a @ fedint
UG J6 : B a3 fedt w3 wuey U fedt| ufost fedt fer fAois 3 wiorfas I fa e
aet feniadt frammer fegaH 3= @ gare ager J 37 fed faor oiE nitta nines f3nmaE & 9=
3 v 31 fex uiR ¥ femay & nigw T few W2 & vAgdt e | Bast ® nigHs' ¥ HaTER,
IBUL B3 TG HY JIE fera™H & HE ot AT 3 fads9g <o foor 31 faB@fa Ar' @ &% y3t
uler TFsfeq HAESt €9 fod39 <u 34t I fer wehis feft femam © 1S 3 fea ule @ fema serar
YETs oi3 IE TTH3fe nide (BuGfasT ) ardt Huet I

E

TR wiafaa afenrs 3 wiud fegg &R

feR 39t et Henias fefimit €t <93° &9d , #90H w3 2f9s & Auas I wHdtar feg MEW &r
H 1965 & nigHs FrenT €3 1200 fafenia 359 AT A 8T A &t GNP 3° = At 1929-65
@ wiefa g 99 feniadt MEW & wigHs 1.1 yfses yfseon At 7e° fa yfs fens=st GNP &
nigHs 1.7 Y3z /it | f&g nigHs AuRe a9e I5 fa fer nefa ffe viudtar & wiefaa afens
&g nigzyse =fofa It

U3 8T T felus 3 feo fomaon adt vt wrfoer fa MEW &t o9er GNP 3 yfsrerfus sget
31 miftezg feg GNP & uax J far &g miafaa afens § GNP <5 57 Aafus a9s et fen
&g Hafae3a fafanier & mfHs aisr gt Ta |
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A< y&iae (Self Assessment)
J5 &3 ® ads &9 Adt M3 a3 &t ufges a9 -
(State whether the following statements are True or False):
7. JHeS nives @ fez9z 39 ufgesss € yae @ der 31
8. AHT ¥ gfemE § YIfes aus T fed HI3eyds 33 fema T
9. GNP ¥ nigHat 39 ftes & gz<3T BrfH® &d Jet J|
10. sfggg= & Ifenre § Tue w3 We g3z < yfeast aue I5|

3.4 FdYH (Summary)

WIfE AfEnE w3 TTHEST nTHEs €< Head' @9 HY e @ a9e Uil fer &9 aoer Aag Aarfus
I9ET J| AT THSI »THES I J 3T viafEx afenrs R 0t Jet I »i3 ITHSST niHes feT ae
= 5% nafaa afenrs &g @t niet 31 wdfaa s 3 IR viHes ® yse & € 3fafar
3% niftmia &3 77 Ao 3: fex, THES nives © wiag 99 gEs<e 3T &%, €, JHSS MHES
¥ fez9z feu gow= Iz o3|

3.5 HIEdH (Keywords)

o nEdJt (Regressive) - B8 M 7|
o fema™ (Leisure) - ¥t AN, gIA3 |

3.6 Mf$" ™ YH& (Review Questions)

1. THSI WHES € Wa9 niE YT <o gese miefed afers & ye&t § fan 39t ygriss
I J, AHS8 | Bergas €18

2. THSI FIH T viag w3 fezaz e gewe T afsHe 3 ygre &t fedus a9

3. nafax afenrs @ fegrat @ Honds dtfne | ferer faR @R 9 9SSt wiHes &% Fag
AURe fafrg |

4. Frdtgt @ fo3 <9, gHeH &9 @ fezgs feu 92 sewe ¥, »efax afgns 3 A3 yge Je
I5, BATT ust 3397 fenrfimr fafae |

€39 : iT y&Ie (Answer : Self Assessment)

1. ASAST 2. yrt 3. 9% A3 4. At
5. (1) 6. ® 7. AJt 8. AJt
9. Adt 10. At

3.7 RYfG3 UASAT (Further Readings)

FaA7 1. ASSFEIEHIAA : WiH. . Fag<gst, farfen ugfsfirar o8, 2010
2. HasfeaiHan : fearafHAdeE, Soagens s UfSHt : Irade fe T »is
3fes v, Qus, =fes gar |, 2010
3. HafearafHan : GGt W3 UfSHT : »ig. W&, WTgAT, »iH. g€ USSans,
2010
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fearst-4. u39e9 ias

(Sectorial Accounting)

few =g (Contents)
©<w (Objectives)
YA3=&T (Introduction)
4.1 fererfax 839 (Business Sector)
4.2 ferma3tas u39 (Personal Sector)
4.3 gwdlEr 839 (The Government Sector)
4.4  feomt A 39 839 (Foreign or Other Sector)
45 g% 593 w3 fefouar @ Sur-mur (Gross Saving and Investment Account)
4.6 HAHTHS nAes Suids AT ITTHEIT nTHEs BYias 3 g
(Meaning of Social Accounting or National Income Accounting)
4.7 FAHTHE By € yAzStage (Presentation of Social Accounts)
4.8 AW #uds & feftmit (Social Accounting’s Laws)
4.9 AYH (Summary)
4.10 wWI<aw (Keywords)
411 wfe yas (Review Questions)
412 w&fuz yAsat (Further Readings)

@<H (Objectives)
fer fearet @ wiftmis 3 g2 fefonraet war d=ar:
o foneRfax ¥39 § Aes &L
o fonastes B39 § AHSE BTt
o THAIGT U3J § AES BET|
o feomt 7 I9 839 T wiftis S9E BET

YA3<&T (Introduction)

fenigStaI3 839 @ niTHEs W3 Ha9Y U3 & 3uT-7uT UF dge AN hTHES ©f »id (HA U™H) JA3i3as
RS T YUSt w3 ygY ©F nig (¥ UR) Busasmr Irdt fami @ ga1sTs § UR fasT famr 31 fes
5" § It IHSI nmiEs T Fu-7y &g Arfis adt fozr A

4.1 fermemfeid 439 (Business Sector)
niJg-feere € fer u39 € <9 Aofes dufenr, Ead fenug w3 ASeEdt Go9HT § AHS o3
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&e et I1 fen U39 & 9% 3 & Ao wigfaa fafonret § fost et § fee oe feord o& THedt
83ure g AfH® o9 fonr aef I1 A% 1991-92 & fenmerfia 839 & miHes w3 83umes &
Bu- 7y Is fest sfsar @ &g rure fast famr 3:

fenmerfis 939 <t niHeEs w3 83utes & BuT- Ay 1991-1992
(T B Ifiug f&9)
1. HACI W3 AHUIR »THTES 2,500 1. BusdsT e 22,000
2. AHTHE YA 3986 1,000 2. g 11,200
3. fomH @ niwR J9 fearfenr <t fagu 3. fogus
MTHES i3 WefAHe S € Hs e
B 500 4,000
4, fonadiaE are 3 nies 1,000 4. YAl <3 & 1 6,000
5. fouHt @ &3 w3 niefine s © 5. niefare HS T Hs &9
o fSo aowe 5,000 femg sew= 3,500
6. fegu fouma 500 6. fenrerfaa g% €3ues | 46,500
7. & nTHES Yust 3,750
8. UdJH fenrerfux a9 6,000
9. fenpu fenrerfaa &9 © 98 3936
10. fuA<3s g2 43,500
11. fenrerfag 83ues T I8 I® 3,000
IS
46,500
A< y&iae (Self Assessment)
foaz w<t § 39 (Fill in the blanks):
1. forSez asg e ffemfonr ... ¥39 & e § s a9 fen foorr 31
2. fowa3las 839 @ 3T FAE=! ¥ SoHTfonT &t HATd, IJEMS ... 3 Ak fazr
e I
3. feniaStars fanma &t nives fenfadtntt adt yuz o fmr & L 8 U\ gaet J1

4.2 fenmatar3 43T (Personal Sector)

fenaStars U39 <9 ARETeT @ aoHaTTonT & HATd!, @36 M3 RUJa »HEs (Supplements Income)
8 HTH® Si3T Are | HAEdt, 336 niS AYSR 39876 & mHes © fea &7 forr fonmerfoe 839 3
i3 gratt farm urfaerfae, Agam w3 feert 8397 3 yus Jef 3 | fanaStars 839 @ &9 Arfanr 39 faa
839 (Non-Corporate Sector) & mHes & & ArHs a3 fanr famr 31 foan 839 &t g& nmes &
fea <37 forr ®9H € Ju K9 foniaStas 839 & vinves &g mrfHs ozt famr 3 | feniestes fanm
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o g% nmHEs forastas dt Yyus g fanm & niies § UF gt I mis feg nmies fenrerroa
2o, fart ARET=! »i3 AT 3 YUz Jet J1

feniaf3a3 439 ¥ »HEs i3 Y9Y U3 T BUT-AyT YASS S9¢ AN »THES ©F 39€ (AR UTH)
IASIITE FABs & Yust w3 HIw & 39¢ (9 uR) Busasier grdt e @ gasis § feurfenr
Aer J1fegst €< § I IHed niHes ® Bu-au few miks adt |zt AfET v 3fear @ s
U39 © H99 UGH feu oR-Teer € TAsT »i3 AR € 9™ i3S nTHES &9 Wet YI3naH € 393876
3 feurfent fomr 31 fevaSters 593 & He »mHEs w3 U9 T »iST I € J9T fed AgAE He
(Balancing Iltem) 3| A2 fena31a13 »HEs ¥aw 3 2T, Wi AT 99799 I8 3T {8 HE J9HdS T&T3HS,
fozr3Ha 7 Bfen I AaEt 31 AG 1991-92 & fenafsars 839 € nmies w3 ygg & SuT-AuT nidt
3rfwar &g effr fapir I-

fena3tas 839 €t niHEs W3 ygg @ BuT- Aur 1991-92
T sy Ifiug f&9)
Y3UH AT & udie 2,000 | 1. HAES »3 AUSR
1. HAEd w3 AHYII NTHES € AJ3 .
YWITHES 1,500 fenrerrtrer soHt 29,600
nirat 25,000
2. fanrms 500 J— 3,000
3. Y3 WHEs wid HU ufgeg 1,500
3 3% B3uTEs 2,000 feemt 3 yust 100
4. fenrerfas eont 3 2. a3 faawu
yte 22,000 fenmerfaa fegu
5 e 3 udh 100 wmmn@nﬁfnﬂz
H'® T S gT8< 5,000
feniastars 5,000
6. a9 3. fone3tos sars &
7. AHTAR BIAT 3aR® | 4 o0 NTHES 1,000
8. fena3to=® so3 30,100 4. ®IH 1,500
9. fewa3taz g93 w3 5. foniadias fanma <t
MHES 11,100 | 11,100 PITHES
(i) ferrerfas 839
44,200 o >0
. (i) 39 fenmaut
% 500
(iii) AST 5% 1,000 | 2,000
6. JA3T3JE FASG 2,100
7. fena3tos nHes 3,000
44,200
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|

ZeH fe fonaStas ninves yag 3 fanier Wie 7 99799 J Afer I 3T HeE J9HaS
Uo3HS, fausHa, A 9 I Aot J1

4.3 ITHAIGT 839 (The Government Sector)

THAT B39 € ni3993 feniaf3di3 439 & 397 It nimes »i3 vIu @ 38 -A8 yA33 I3 AR 75 | fEr
y39 &9 Sy Aur ¥ AR BIrT &t Yyrushor wil 39136 99 ATHS o137 Aef I 1 AISTd & MTHES
YHY FU 3 Yfmigh niz miyfanar a5t € 576 YUz gt J1 fee niwger I9u § feniasters gont mi3
forit 839 @ AT Ao wiFe™s € 9U &9 &t yuz 7€t 31 878 Ifsar feg uav ur &F w3 ufswen
31 IAZIETE Fae's © gU feu AT femastn & S9mardt Hee w3 AR AT 8T 3 g H9e
aget I i3 AIeRfed adfrmr 3 faum garfe 3, feat § & gwein 839 € Bu-7d &9 AHs oisr
et 1 I Ffeat f&g greinT 539 € nHes € 1991-92 € Bu-7Y § YAZS i3t faprr 3-

THSAGT 3T T MHES W3 ¥gg T By~ fyr 1991-92
(afh B Ffiw <e)
YSTH AT & udte 3,000 | »AEs T HI3 13,500
1. AAgdl M3 I35 fera3tas a9 5,000
2. AHTAE AIAT 336 100| 8. fouHi 3 &9 2,500
3. Y3 »HEs w3 HU 9. ydu fenerfex a9 6,000
% G3ues 3,100
4. wWﬁ 100 10. Fmrfrrct AT Yt ~2,100
’ (i) fenrerd 57
(i) Tt &% 1,000
(iii) FIa9 &F 1,000
5 feomt 3 udte o0 | 11. ASE & nmHEs 100
6. JASZIT FABH 2,100 15,600
7. fest fomr 5o fanma 1,000
8. FHuIY (3) 3 (7) 17,400
9. femu uer ~1,800
15,600
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Ae HSige (Self Assessment)
Fgfeasitor yas (Multiple Choice Questions):

4. foaH B39 & a% mHes e fea fomr .. T gu S5 fena3tas 839 <t nies fSg
H™HE o137 far T
®) w3 () BaATE
(®) Fa3 (7) fer f&9 aet odt
5. fona3toR 993 € HE THES M3 ¥9Y T 139 IF @ I9E fed J -
(®) Ag®s He () NAZES
(¥) A3f®3 viHes (F) mA3TE3 mHEs |
6. e fonaS1as nines ¥99 3 <0, We A 99789 J< 37 f¥T HE J9HH J Aaet I -
®) Te3HR () Ts3HA, fa=3Ha
(®) #9 ) fazsna
4.4 feert A 99 °39 (Foreign or Other Sector)
fer »i3Tas TTodt 8§39 & niEs M3 ¥9Y T 3UT -AdT YASSEIST AT J1 widl 3fser f&g gradt

u39 © fegm g (Net terms) &8 Sur —fur yrAgs &3 famr J1 fer S9-79 @ AR UR et »i3
Aeet ¥ 7% 83utes € OF € nied »i3 §799 € YIY € HU mifime win fevurfenr fomr 31 few 5o
YSJ ¥F € vigd J 37 feT uaeHa s 3 yde &3t AfeT 1 °F © SAZE »is ATt @ faeus @
H% 3900 &y Jue J| feg a& THedr 83ues o foa 3791 I feus’ faawist v 39376 eRTAMT
& feort wu fefstiar (Net Foreign Investment) ® gu &g yus ger 31

g9t 839 € MHEs-YHIg € JyT- HuT 1991-92

(Tfr 3 3w f<e)
3 4

1. HATIT »i3 AHUTI MTATS (FT) 100 | feert gu fefaqar 3900
2. feordt pyer @ B9 100
3. Y3z nHEs w3 fegg w3 a® 200

B3ues
4. WF ot fegy ydiw 4,000

(i) fermerw &% - 200

(i) AIST &7 - 100

(iii) ferStrt &% 3700

3900

5. fegu fagus

ook
a1 AT AEE I TIATT B39 © »i3IIS FeniaSTars 833 & 399 ft viHes »iS e
€ 34 /Y UF fa3 7 I5 |
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45 % 593 W3 fefatar & Su—wr (Gross Saving and Investment Account)

fene »i399s g% Fu3 m3 fefotiar 75 Hafus Gast AHAS Safentt § fesT AT T A nigafeere 575
AHET I6| 83 € g9t U39t feg gafex feu <t niefiare It It I A3t €R 839 feRm <t 783 T
J9 Het {39 fAE »iHEs »i3 U9 ©a T BuT-AuT 3fEar <9 €6 i UF aisT Aer I, 93 ©f He
o fed @9 w3 Ifwar f fex It wig Um &=t /et 31 fed fror fer &2t i3 /et § 13 993 9%
B6-25 @ »iUET Ut @ 35-2% &% Hau3 J|

% g39 mi3 fefarar @ Sur- fur 1991-92
(77 3 gfw Re)
1. fenrerfa Urtes 1. fount &t g9 4,100
TAINT & yadte 6,000 i) g dr fesfis
2. nefire v &9 fegm 53 A 800
T 3,500 (i) mefime W @
3. gu feert fefstar 3,900 H® &g sewe 200
4. T fefomar 13,400 (iii) feodt AT B3 100
(iv) Ut furee ge 3,000
2. fonadtes 83 11,100
3. ot uier -1,800
4. T T3 13,400

83 fedt 3fsar feu er3fea »i3 a% 983 W3 JF fefotar & AHE Tarar famr It 3fgar @ et
9 forastes 593, feadt & 583 vz Aoadt wie § feufenr for 31 g fefodar g Urtes
A &t fenmeria ydle , »iefire S T 5O ges< »i3 feort fefotar Afis 31 fer 397 €3
fest 3rfear U 939t @ #8-7Y 5% nigg-feerET €t Agga™ AURE J ASE! J Aaet J1

4.6 AHTHX MTHAES BHAS AT ITHSI MTHES BUHS 3 I

(Meaning of Social Accounting or National Income Accounting)

AHTAS Byias, Afuea-feeas @ gu fEg ydt nioe-feere &t niefaa fafgnret e @96 ager 3,
8re »iurt Hegt § AURE 9T 3 »i3 B8R ferdne ©t Agust UF gger 31 2. St Wt ag 3 um
T H3TA - “AHTHA FHTA6 Hae M3 Ha<T ARETeT @t fafanret € Afycihs egdiads © &% fer
39" Aaes I fa 89 U3 nigw-feerr ¥ S9w-a9s § AHSE § HEEdId ge' J, Ud AHTHA 3uies &
WiZIAT3 wiftmis © B3T f&fonr € 3 Aifteeiy e9dtags § It ArfHe adt a9er a8fx nigg-feerear
T IIF-a9E ¢ ferdAE T BT ASt At Aeardt § & HHE J9eT J1 7 v meet few, AHTRR
BTG AHIAT wigafeerE" o nafax uforfafant § AHSs BEt nafeener € fefss u3qt feg Bust
¥ ygrufas, Aaat § Afuteiy feeds ® gu T Rure a9z = fedt T

3T At I
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4.7 FHTHE 4 T YyAISIASE (Presentation of Social Accounts)

et i3 fenmrufaa But @ AN & AR By & < 997 Bur Uest @ &% Iftp Aret I i3 AH-
g B4 § AHTrg Suias 3fear @ gu g UF o3t fanr 31 fer Sfear & A 3ur wioad
faar AT 31 fer fear g dafsnit (Rows) & fefs 839t 3° yrufswit w3 st (Columns) &
fefSs uzat &t Sxu<t UR SiSet Aidat 95| I9 fea feeaa (Entry) & &yt fea ferm Uaf3 mi3
feRn A3y ff9 i3 AteT 31 Avfia BT 3la w3 39t Ifa3 I 7 adt , fere ®et feg Agdt I fx
39 fex UaSt e Gar 8F AHAH ASY € J& GdT © 99799 J< |

by Account
Receipts 1 2 3 4 5
To Production | Consumption | Capital External Total
Payable

1 Production - 16 - 4 20
2 | Consumption 18 - - 18
3 | Capital 2 6 - - 8
4 External - - - - -
5 |[Total 20 22 - 4 46

83 fest sfear g Bur (1) B3ues U39 &% FAafuz T fARg THedt 83ues w3 wies &
(National Production and Income Account) &t faar ater 31 fer &g goHt w3 Agardt Suent grdt
A9 =- 8= AHE J€ 96| &y (2) Busar 439 Aafus I 1 3t &g st I- (i) fart mHes w3
Ygg BT T (i) ATAST MHES ni3 H9g 4T | foreArfea w3 w3y BusasT nust BT €t yast ®
e IABS S9T I | Tt M9 AT ¥aw Yf3 JamT, o, ufsn, framr, yrAs, Aaenfes AETAE
el BT § YT 59T € B ger I | USt & wig 3 fearfad w3 wIg nHEs, HAed!, 336, B3,
e, s ArgeAfed J9d W3 T7% JAST3IE 3 YU Jet J ALl AT & fmersg nives ot
3 yu3 gt J1 (3)%?%%%33@%”@%@3%@@%(NatlonaICapltaI
Account)ﬂ‘:mTFr'ETErl fearg Uit 85 €5 (Capital Transaction) fe fagr Aret § dast &t »i 3 fegd
73 Ut 85 ¥ e, Ut JASTS9E w3 59t @ gu e yufswit 3t 31 (4) grat 839 (External
Sector) ¥ &% Fag der J1 AR gradt 4T (External Account) A S7elt FATS = &4T (Rest of the
World Account) faar et 3, fee feg A9 @ 3 yrufsnr w3 A OFF & aerfon ATHS Jet 3,
fre fSe SAgn w3 A=’ §u 9% (Net Current Transfers) JAST3TE W3 HU BaeTfon ATHS Je
5| fea de nige-feenwr ffg ufod 38 3u Asfes J=d1 ust noafeerer &g Arfaa 38 §
A3f%3 a9z @ BT g0t 34 © 5% B6-06 <9 a9 fag wadr|

E

cTHE % g93 M3 fefatar @ &y - 7yt 3 »ug fegg UF a9 |

A< y&iae (Self Assessment)
Jo &3 a2 adst i ATt w3 I3 < ufgws a9
(State whether the following statements are True or False):

7. AHTAR 3uias, Afutel-feeas € gu feg ASt nisafeerer It nigfaa fafonret & @9
It I
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8. AN 3uds & BUET 5% ATS AgA It mafed AggeT & fanrs &dt ger|
THSIT »THES BUTEs T HEE 3% AIAGt 3ifsnt 8 ygiet & WSt 578 Heias o3 A
Ao J |

10. ydt nIg-feerer €8 AHTAR Y & ASE3 9z € BT g7adt B € 58 &5 B6 o T
T I3 AT |

4.8 AW Suigs €t feftmt (Social Accounting’s Laws)

AHHE Bias & yHa feftmt I fafinr gs-

(A) AfeHs grderR Irdt YAzs 3|

(B) fetiface ordt yAZS miea-yers Y&t

(C) Hfogr udz It Y33 T9ew y='d & nifties &t Uet|

AHTHS W3 TTHSIT USRS € HI'S<

1. wiafax A9gs’ & famms - A Buds & Sutid 5% AT AoA dt niefaa Aggs & famrs
J At I fere IHST ninves @ feRdRT @ &% &% 83utes w3 Busdr @ i, & M3
93 T A3J wiet € Heg @ Aearfont fis Afet 91

2. RIS JfInt & Y= T HENas - JTHSI MTHES BUE6 B HEE ™% AIAT Jifamt &

YgTet T AT 5% HenTas SisT AT AdeT I
3. fenerfaa 9T = Honias - fee 9 20 20 foueRAid I9d T IOwasEY & Honias
a9z &9 vee fiet 31

4. wigu-feemer ¥ Ufgea3st € HGI-TIRA - ATHTTAS MTHES BYTds nioe-feerer &g gew=t
& ¥z § UF a9 I v 85 gEw< ¥ BT QU H9I-TIFG YETS aIe J1
5. wigu-feemer ¥ fefga 839 W3 Y=Td ¥ HT'ST 3 YaI'H - ATHTAA ninHes Sids fed niae-
feemur 2 fefgs 439t »i3 yerd @ AUfER Hose 3 yam et 31
6. ni3ggHeSt BeF & Yyt T Aofaa - IHedt nmiEs Buds nizgaredt §en & yust
&g veware fro Jer 31
7. fefss 839t € ugRufas fags93T 3 nizefarfe - A nmies Buias fefss a3at &t
ugrufea faggasT 3 nizeforfe yers ager I m3 8ad AUFe ager J1
IHSI A AT Buas € fefss wiar
AHTHS By ® fefgs viar I fsa o6 -
1. g% gHedr 83u=s (Gross National Product)
g% IHedt 83ure (Net National Product)
IHeSt vinies (National Income)
fena3tas e (Personal Income)
Y99 WdT »Hes (Disposal Income)

ok~ 0N

4.9 WIH (Summary)

fort w3 fewmurfoa Byt @ AHS It A But & & Soat Byt Uest 3 Tt At I 03
AHTAS B4t & AHTid 3uTds 3esar & g feg Un ozt aet 31 fer sifsar § s Sur
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g e 961 fer 3fgar feg Yafsn (Rows) ® fefgs 8397 3 yudinm w3 @t
(Columns) &% fefss a39t &t Saerfont Um it Aiet I1 99 fed feeaa (Entry) = 3ur
fea ferm Ja=t w3 feRn mvg {99 o3 Aef 31 AHHS 3 six i3 a3t 3 fast I A
adt, fere et feg Agat 9 fx 99 Ua=St & Gar A AHGH € &% Wal € 99799 J|

410 HWIEdH (Keywords)

e TIAIW B39 (Government Sector) - fenaStas 839
o fegwt 839 (Foreign Sector) - g7gdt 839

4.11 fs™ YyHS (Review Questions)
1. fowrerfax 839 &t I2 AURE 9|
2. THAIW 839 3 3AT ot ANSE J?
3. ‘feedt A J9 8339’ 3 feust fsy |
4. AHTAS Buiae & fefomr €R

@39 :re H& e (Answer : Self Assessment)

1. 319 foamH 2. AYdx mHEs 3. HEs 4. (®
5. (nf) 6. (3 7. At 8. B3
9. AJt 10. AJt

4.12 WYfg3s YASET (Further Readings)

&

FaH 1. PaofeaafHaH : GGt WS UTSHT : »i@. »i%. WTger, »iH. ¥ Ugians,
2010.
2. HoofeasfHar €t BT : i@, WA, &' ATtEd o UgfBars, 2012.
3. HodfEaiHaA : BUdt »i3 UfSH : »iA. Q. Fadeast, forfenr uafefrar
I8R, 2010.
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foardt-5. Jrang @ a@THel gz

(Classical Theory of Employment)

few Az (Contents)

€<% (Objectives)

YA3=&T (Introduction)

5.1 Imdrg = a@Hat fAUT3 (Classical Theory of Employment)

5.2 YJz IHTAAT H'S® & A9 (Summary of Complete Classical Model)

5.3 @A fAmi3 & d&w gt m¥gaT (Keyne's Criticism of Classical Theory)
5.4 AYH (Summary)

5.5 wWggdn (Keywords)

5.6  nifgw™ yEs (Review Questions)

5.7 wAufuz yAsdt (Further Readings)

€<H (Objectives)
for fearst @ miftmis 3 ge fefenrget dar d=dt:
e JHAT T IHTHAT fHUTS A'Es BTt

o UJIT IBTHGT HIZH T HTIH A'Ss BT |
o I THAT fHUTS &t dow It M¥TsT AEs Bt |

YHA3=&T (Introduction)

H6 Heonids a&d (John Maynard Keynes) & »ust uR3s The General Theory of employ-
ment, interest and money (1936) &3 a@ el @ wiorg 337 3 fHor Yoo o137 J18R8 fea &2
WIEATASY € fea &i3T, fHAd niofea fegraurar w3 &1t few i3 fenr i3t Bret fegaurar &t
yragfH &8 General Theory fatft aret /it ‘udugrerfentt” (classicals) 3° dow & 3 foargs &
nigarfet 3 HY 1 fegst e ferm gu 3 7. . fifs, HaEs, w3 Wie FfHs 951 dar & 8F yaas
W3 HAETUS »9ERTAST " 4sE a3, § fod A3mget 3° 0 AN 3« foafis dfenr At i3 ‘S5t Het?
3 ufgst 3a virgfaa fegraurar w3 JiSt 3 wiuET yg3< ANTET 3o At | faBfa danert nigerAST
FETHe WMIERTASY T »EgeT 3 mrarfas 3, fer st Sudas @ 8F Aegy § ANS B Agdt 9, A
Jrarg @ A3 &9 mfls 95|

5.1 3J¥dr9 ¥ J&fHal fHU3 (Classical Theory of Employment)

aEfrat fros feg veer 3 fa Urteret noafeere o fast AEHS @ Yo Jmarg urfentt Afer I
HrEd —aHS BuHISST (flexibility) f&st 3= 3, wiefea ye&t &g reefss (automatic) Fafsmit
Urghnit AT I 1 YIE IHATT fEH JuE ©t Y=af3 Juet I w3 8t udg 3 83ures oet I1 wis
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Yz Jrar9 fea AHs AfESt Hat At § w3 fem uds 3 few®s (deviation) IS wiAHs AfEST Jet &e
I # U YIE JAENT T Ut J |
Heu3T= (Assumptions)
g mi3 83uEs T aEHet fAuis J6 fedt waws=t 3 nmafes It
1. oot AS3 @ ygz Srdrg urfenr At 3|
2. fawt fegrt fonrus @ fea g€ widu 33 (laissez faire) T&F Urteret nigu-feerer uret
At J1
HOH w3 A3 gAgT &9 Yz yf3ufasT uret At 3
nigg-feerer v g% 83ues, Busd i3 focm udy ffu fesfas T
HedT & H39r fest 9gt T
HAEST n3 StH3 BOHIS I6 |
HET™ HAES! w3 TAsfed HAgdt & figr w3 meuTsa (proportional) Heg I
Urt Aefa w3 Yefart fomns fe3 98 o551

© N o o > ©

|

32H s Thet a3 feg Heer 3 f& Urtet niog-feere f&u faat A3 € uas
Jrarg utfen AT AdET I

A @ g9 fewH (Say’s Law of Market)

A @ gA9 fau™H Srarg @ @t fAUTS @7 HoH I6 | 199t ATl @ »i9's feg eoAiAT dua s
8fuR3 # (Jean Bapiste Say) 3 feg yAs=aT Um fazt At fa “usst vy miust Har U=t s9<t 37
(supply creates its own demand) | fe8 A (say) = fawH sos=r J1 A @ Ao’ f&g, “ 83uws
It =Tt BEt Hidale Uer a9eT J | fae &t fart <Az v B3umes Jet J 3e 8/t @3 3, 8o nmud v
Tt udt H3T" 9 J9 SHIN ¥ BT Hafde yers J9dt J1 T @Az ©f yIst st fea @z &t Har
€ niag® Jet 3, Ba' g7 99 adt 1 viuE HE Ju &9 feu foum erz-fefarw nea-feerer (barter
economy) 3 J1 ger J| fHE I9 THINT @ 98 A3 T feqQw Jef I1 Hefae 3 Bet It 99
<R3 fan ot @Az © ST Har Jet 31 A @ 3T, fabfa aou a9 nigfead I, ferset g ot
fenast fan erg & nust fefes erg € &% feforw &t ager wriger, 37 8g BR @3 = B3ues
9T & BT M Bt J9ar | wiz TSN &t YISt @ oow feg It BRet Har visafafos 31 fed fadt
frest feg Anew 3 =T 83uTes odt I Ao falfa eAzw €t uast &% Har 3 wifta &dt It ua
J Ao I fex fenm <Az v <u 83umes T A, fabfa 83ues 8r <Az & H3a™ @ a%3 nidiEs &9
foet 31 faet efmr § B 31 U9 feo frost wiroet 9=t 9, faBfa Mt 3 It B3ues ue a9 €F
A3 ferm  wigrer 83umes § 3i1 o3 AT Ao I 1 fer 39T yIst vy niust Har Uet aaet I v
WiH3T 3 U B3ues i3 feRsEt »iH39 3 S9ndrdt &dt I At |

HEd™ T U 7F 3 feg mueg3s foun ge% &dt At fie fa 4. IsAs (Hansen) 3 faar 3, “A
T Hafae fouH, mug fenmua gu S8, AeS3T eA3-feforw niTe-feerar & &t fenrfior 31 fem
efgstaz € & feg fomm, fer A & UF ager I f& ¥ar & Wy ASS As winies & 89 Y=o 9,
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3 UE vy 83uTes & yafon @ a7 U Jer J1 7 AT 83U 83umes yafonr &g yaar 3=
THt fefen wmarst (3fH, FOW i3 Urh) & Bumey a9e 5| 3T 8T B3HE nmHEs T A9As a9 I6 1
&I, HAEdt mi3 fanma ¥ U &9 Arus Aerfi § yrus et 31 fedt wigt 83urfes wrgni € &t
Har U gget 31 fem 33t YISt nivy winuSt Kt UeT soet J1 feg 399 fem e 3 nufs I fa
A6 - H&aT ITdt WigAs ATdt minHes 86 TAgnT © oad © <9 ydw J Atet J fie' @ 83ues ¢ f&g
837 Hewdd AG | MHEs e 737 forT y9g odt Jer, 89 g9 Aer J i3 Brer foem d At 31 feR
39" 5U3 forow 3 foen ¥ 99ra9 94t | Ao &= &9 STt nizg gfoet I 3 fanra & w9 @ HowH
&% AHSST ATTUS J AfEt 31 a@TiHel wige-Aniadt fama § 883 © fea'v Hae g61 fouma &t
w9 frat 84t I, Tu3 & 84t It Fu JRat w3 fedm &1 fev foudts foma & =9 fiat a1
Jedt , focm @ Bt fiufsnt & Har <t 8at It 2u J=dit w3 fedHr & Aa9 fan fe3 38 mn <o
foem feu gu3 Sy At I, 37 A & =9 fag Aedt | faem S0ar w3 ¥93 3T W A<dlt A¢ 3
f& U9z JrarT ® YU 3 U &9 €< ANTS adt J A | fed fiaat fer w8t fa gu3 fawma w9 = Soer
%6 Mot At I »i3 facm i w9 = weer @86 (function) Hat AfET T

g93 i3 foer < M3t e 337 fo39 5.1 a9 feurfenr famr AT

Jfff ssTos T In3 | oA sa9 J1 SR T E file 3 S
fea g7 § aew g fAm Or fan w9 § w3 583 wig fovm &= £
OA ¥ 9999 J& | fad foer &g et J&t 3 37 form a9 An
U § AIX &9 I'I' § Aet I w3 Or famma 3 OC fosm sv3
OA 3 <0 J| I&THT »iTe-ATSt © H3T™, 993 @9 SS
U utgs Tt fruSt fée It grfoet 3 3w foem féu <dt Jet
31 Fu3 »3 fom &9 ma3T JuE ¥ et fanra w9 <04t | fer s |
fg39 f&9 Or 3 <uae Or' feugt at JIfer fenAeg 3983 O A B C
59 fo=m SS foem Taw I’ ?;"7 E’ 3 dcer J | ferset 593 vis Saving and Investment
foem €2 OB @ g999 Je T |

yer w-feerer %9 A w i € Bugr yewr @ et fos9 5.1
ufors fras 3 & fogsg aget J Az &g gAer I fa tH3-UTe Hear €t ydst = €% Jer J|
drafesta qu <9, MV = PT fi@ M, V, P »i3 T J9HTGHI HEd™ € UIST, Hed™ &7 Hoss <4, aiHS
UTd w3 HedT 9dt 13T famr 3=-2F (AF g% 83utes) 31 feu mitads erer 9 fx nog-feerw o
3B Hed Aelf3 MV 99789 I6 83umes @ g% W& PT, fag Hs a9 of V w3 T Afag 95 yeat &t
ygst (M) 8 ses< & aHs Uug (P) e mmeurfsa sese der 31 feg fer wfensr 3 morfes
3 fa year fefoun = HiawH T N
Heg™ & W39, g% 83uTes wiE JiHs Yug ¢ fo39 5.2 fe

feurfen famr I fAg vz dog & FfsA-nm 3 feur fomr 9 M \WM,
i3 g% 83uTEs § nigsHE vl 3 fenr famr 31 MV Hedr ysst Q
a9 I A7 f& Iaeaamsd Tfeugs® (rectangular hyperbola)
Jer 31 feg faor ferset fa mitags MV=PT =a9 @ A< fdenr
3 feons J1 83uws Yug OQ fe3t J= 3, Hedr & H3TT @
&% H& yret Jfen aes fea oH3 Ut 3 OP J=ar fasar MV P P,

a9 3 m fg I1 Ac9 yedr & H=9T Juet 9 3T MV a9 AAT Price Level

9 AI &9 M,V a9 J A<ar | ufeeHAgY, dtHs Uoe OP fyzg 5.2

Jggd OP, § Ar<ar, 83ures vne OQ fesr 3= 31 dhve Uug ’

feg feg =fout year &t Wz 3T =fout @ fawas AHeUTsa

3, 32 PP, = MM,

IETHT WIE-HTHST € HSEd, Hod HET™ € HISTT § TaIsT ai3T A 37 aiH3 o9 & €9

-

Rate of Interest
|
]
|
]
I

Output

M.V
MV

RN

(@]
v
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mear| few eft ig, AoT HET™ © WS § wir |t AR 3t StHS Uug & v § Aear | fem &<
397, HeTT aes fod niedE (veil) I fHAET HY & »inH o3 a9 fourfas agsT 3 fAR 3 @Az »i3
Reet o fefory Jer I

utar & W3 (Pigou’s Version)

JAIrY ¥ FEHET TR § wizH JU ¥F T WY Uiar § At I fARd A d 5,5
2 fom & fHoaat Hofae @ yrar 9 BI9dT disr| Ui @ wigHa wv\\llV/fF; E
mméwmmam %Uafae"'rzr

fa Hoast Hafae feg Mu-nmy Yaz IAArT Yo' a9 | HAES! © B9
fg g8 W3 Fe3s9 Hafae-nigafeerET 2 SHaH & TFSAY &% 0
F9rardt niEt § 23 et § HifonsT 8a9 W3 sEeSH Hiedt fouH '
3t HAEIT <0 ATEt I »i3 F9HATST »iret I| AFT ASIT € IASHY I WP,
fesT A w3 yf3ufosT €t 3931 & AT36393T € 578 TOW a9 fesTAR WP
3 Hrgdt ©f €97 § Ues- TUT &% YIT IAarg J Aar | fAeer Ui MPL
3 wan fozr 3, “mmmmu&mﬁwem Aot fea
ﬁﬁwﬁé}mmmmﬁaﬁﬁ%mmﬁﬁwmw 0 N, N; >N
fom 39t Hag 92 fx o9 fonieEt Srare fg wrfamr 921~ Ut ot Om Employment
AHiaeE N=qY/W At yrsr=aT f fenrfinr ag feet 31 fer mHisms fo39 5.3

&g N Jrare &g & mefiat &t fasst I q HAedt 3 s & U 9

nigfAz THES nimiEs © fex forr 3, Y gHedt miies 3 M3 W § wiead N § Sarfen A Ager
%l%ﬂwmmﬁaﬁhﬁﬁmmﬁwﬁwlf&ﬂﬁwssﬁamsﬁ?
WUl%ﬁ%W(A)ﬁGSW@wﬁmam@DﬂwwwmmE%eeeaaTET
ge= ygz I © ffg N, & i3 TAsfex Higdt W/p & yare a9er 3§ fAl U9, yde I I fad
mﬁamﬁ’r@rmmeﬁm_wm%Wﬁ?mﬁwgwﬁsdeﬂwﬁ%
3 NN, AIH &9mara Irfger I 9mardt 3€ It AHUS J AdeT I w3 Yde Iarg & g yuis 3
WUWWSWW/P%@WH@%H%BHEW(B)%GﬁuﬁwﬁrwalMPL
HIH & T3 83ureasT & Ta9 J, AT Hal <a9 ©F 397 a8 ©f wig T7% J1 ferer a9z feg 9 fa
U HIH AT 3 BT AQ TG ?%M@Wwawﬁ%%{@fewmﬁam@ﬁeﬂﬁ
AH3 83ureasT @ s9meg It yus et I ferset vagdt few W/P, 3 W/P 3= &8 wigg-feerer

Y9E IS ¥ Ugg N & yus Iet T

JAaTY & THTHAT HSS &9, HETT-HAEdt »i3 TRsfed HAgdT o ses= yfsnin Heg mi3 AHguTst
Je TS| *Wm—mﬁgaaﬁaﬁa?mﬁam@ﬁﬁmﬁ?wzaﬂ@a EE(
Forardt § we a9 feet I w3 iz &g nige- feereT @ ygz Irare B wiet 31 feo Hag for oesT 3
worfes 3 fx oS HeeT € W9 @ AHEUTSa det 31 394 feu 3 i fest At 3 fa yfsafosea
nigg-feerer S8 Hea-HAest feT @, @Wﬁmm%emwé}aﬂvﬁwﬁﬁraﬁﬁm
et ¥iar <u AEt I1 eHEr & <ot get Har § yo oo @ BEt GRer Q
@WHEE?;%UWGWH%E@H’%%I Q /f(K,T,N)
AT FE JueT AT J 3T % 83utes & o Aet I A 39 UdE
Jrarg & Ut sdt yuz J At | U9 AT wide-feerET udE JHdr
Uu9 3 Jet I 37 g% 83ues Aftg 9 AT 31 »i3 UHt T Aew, -
ofgralt famis ni3 Aus fe3 Je 3 g B3ues n3 Jrarg S s fif N
fea fsng3 Hag urfean met 3 g% 83umes HAgdt ©f fasst @ dusr Employment
%6 J1 feurs fe39 5.4 feu feurfenr fomr 31 88 Q=f(K,T,N) fae fg39 5.4

Real Wag

Output
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feg o 83ues Q T8 (f) ® Ut AFea K &, Jafaet famrs T & w3 vagd' ©f faest N &1 feo
B83ues e%s TR J fa a% B3ues, uﬁn@am@ﬁﬁﬁﬁrmwwé HAga &t farsst
e e%6 J1 fo39 fRe a8 83umes OQ fo39 5.3 ¥ Yge JHarg € Uug N, 2 wizgu I

BT »iaE-Anudt feg ferem R 96 fa v yf3walt &3 2 fast AEH3 € ugs Jrarg arfaH
3T AT | wﬁaﬁgmaﬂéﬁzwﬁmﬁgqﬁmﬁww%émmm SiuE)
32U 5dt I AaEt w3 nige-feenar o= AEHS & aFt AgesT adt get | &9 A & formi &1 3=
2 9z , B3uTEs T Y9 SrarS fert U f3ag ¥t deT agar | At Har g <ot &t RS o aoe
Jet I %%(ﬁfa»méfeawﬁsa(mechanism)wﬁﬁaﬁgxﬁwééu &9E 3 JaeT J 1 Ut
A3 fer aros & et I Ae Hedr & HsTr T feat <foet Jet 3 fa <u four B3ues ferd uaw
adt Aot | #fas feg & Agg &dt 3, fabfa year & wsar feu <fadt a=s fogum (absolute) atH3
U9 2ust I 5 ot AUH i3 | fersEt smiet ya&! <o fast ASHS @ uds SHarg urfenr Amet 31

&
&t gHt Aee I Fe339 Yf3EfasT @ nizaes vefhs ysat & yefast feg godt 3 fa
HOH Hafde feg U@ wiy yaz Jrdre ye's 59 |

Ae Haige (Self Assessment)
fea g=t § 39 (Fill in the blanks)
1. Rogag feoH dAama e ... T HIH T

2. AT M3, YISt mru wiuEt
3. AT HIfa3 fouH, wuz fenua gu few, Ae339

niJg feergr <t I fanrfumr 31

5.2 YIT IHTHEl H'SS 8 ™™ (Summary of Complete Classical Model)

IHATT & IBTHE THUS ydE Jrdrd & HewsT 3 miurfas J fHRe H3T nide-feener feg yas
IHATT &t »irH ATST Ut A I i3 9ndrdt & vrAHTenr AfaSt JEt 31 awfHet fros fiw
83ures i3 JaT T fegurgz nigE-feerET ® AOH, TAZ WS HETT ITHIT € 5% geT 9, i fe39 5.5
&g feurfenr famrr 31 fes gaaT feg Har w3 YISt € 3931 »inyg €9 UdE SHarg &' &<l | HIad
It faR <t TASAY 5% UIE AT BdT Je€T| UIE IAdNT 5% Bdat @ I fast H3% ©f g9Hardt
o & urfenr ArET I

fogurfas der 31 Uit T Aea, YUfas famrs »i3 99 w3 (Inputs) &t 9 &% o& 83uws »i3
Jrarg € HTT T fea forfes Aag urfenr Arer I fAd Q=f(K,T,N) oior At 3 fae 7 fosa ©
Us% (B) &9 feufenr famr 31 on maet &9, g% 83ues (Q) T () 3. Udt Aea (K), ygfawt (T)
3 HIH farzst (N) =7 1K w3 T &t 3= 3 g% FaH fasst e ([u3T) e®s Q=f(N) J1ug fex AtHF 3
gE AT <0 AIHA Ae 76 3T ufee AW Yf3es (diminishing marginal returns) yus e s |
HoH g9 &g AoM &t Har w3 FoH &t ysdt nige-feerwr &8 83umes w3 Jrer © Une § feafes
Jet J1 HIH < Har &% 83ues 3 faggg a9t J1 <u 83u™es &% HIH € Har fuel J »i3 FIH
& Har 8ret AHiz 3f3x B3utfeasT (MPP) 3 foaga a9et J A3t <0 a9 ®ars &% ue et J1
HOH € ygst HAgdt €9 3 o939 aaet I D =f(W/P) | HrAgdT €9 & feg Suer e®s J1 At »ig, HoH
éwm@ua%@%mﬁamﬁa%maaﬁas =f(W/P) »i3 8re™ wiez eoa J1 fer
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397 A9H & Hal »i3 Ygst €2 A3 HAgd €9 (W/P) ® a9s J1 HoH & Har »i3 yast ot &
WWEWWW(W/P)%WW?MMBWUD =S =N, fie fx
Us® (C) feg feurfenr faprr 31

=
=
T
)
%)
K

> =
=
=
T

WP \ W
D

fg39 5.5

TAZ gAY, 593 »3 foem & AHS3T (1 = S) &% AZ®s T ger 3 | fil® & yIz Jrame fig 3
fes @2 g AHs3T fin =9 @ 339 (mechanism) Idt It I e 5% ygs IAdM9 3 A3 &
Haft aret 139 Bamet yast & W39 @ S99 Jet 1 593 fanrd w9 w (For) @86 3, |=f(r) »i3
foem famra w9 w (feud3) @86 T, S=f(n)|

HedT g9 &9 AZ®s, HEdT € Hat w3 yast ordt der 31 ferg wear ufseH ardt Ansenr aret
J1 feoR y39x, W3 UTT HeaT Uast € @86 J, P=f(MV) |atH3T feg se@< Hear & H3ar @
AHEUSt g8 951 HedT WY 9 HA3®s § MV=PT mitags Idt famms &isT 7 Aaer & g MV
HegT o Ygst I w3 PT HegT € HaTl HES™ /19 €7 AZSs diHS UT9 § 83umes € ygz JAarg Uug
T &% AHIUST <t fanfimr ager 3, 737 Ua® (E) »i3 (B) 31 ™ MQ © &% Rafu3 J|

&z Su9 OP § g% 83umes (Qn3 HegT € H3gr (MV) It feaurfas disr et I fAd fa Uos
(B) w3 (E) & feurfen famir 31 39 vegr HAgdt @ 5% HE uet eR3fed Hied! fogurfas dist
At J1 WW(D)&HW/PWﬁ%WW%WHl Ea')-IB’LIUHEQ'CI'EWH?)-IEHT
WAt Soet I 3T TAsfed HAgdt (W/P) we get I fae & 83ures i3 Jrarg € Une 3 aFt ys=
adt et fev o7 feg fonaan foamer I f& ygs Irarg € Uog & yust @ et Hedr HAgst ue
Fat Trfoet 31 WIS ygz rare o st e s @ wet aEhel nieE-FHedt sotet atHs-
Hrgdt 31St ® ur 9 T
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2

ZTHA Jrarg = FEHet '3 3 mye fegg fanrs a9 |

A< W&'ae (Self Assessment)

ggfeamnr yas (Multiple Choice Questions):
4. FETHET MIE-HAHSS fo & T893 € Hoe J6-

(®) fea () nigH=
(®) fomr (A) fee feg =t &t
5. WedTe u® w3 feawaass . g% &dt /et
(®) fro’s (nf) fowH
(®) fefora () Ao
6. =u3 fana 9 T Uz e%s Hat Aet I w3 faem fammm =9 = wrfanr At 3-
®) wee ews (nf) U THS
(®) 913 () fe= f&8 aEt &t

5.3 a&iHelt fiuis & dow Irdt nEgsT

(Keyne’s Criticism of Classical Theory)

IHITT & SHTHeT THUTS & nieTAsfex Uraeet & a9E oo & oA THu's & a3t ndusr aist I1 8/
nmyEt yASE General Theory &g fafimr 3 fa “awhdt faa’s fenn Afust &t fas fefimes=t §
Hoad g% J, feg @A wigfas ANTH @ &% Aau &dt Juet fae feg it »mH39 3 afoe o, faet
ufgeH feg ger 9 fa Ae wirt fegsT § i wigs=t 3 &g ade I 37 Qust v fiare soHsu=a
w3 feamrardt frg der 31 At »iust wige-feerer @ % fAR 397 @ fesara & wimr gue o, &g
8rt €1 § fenias sger I1 U9 feu Vs &= fa Aer fed fagt Jer 3, wefawt Re iy de s 87 317
35T 3 Jo feu a9t 5% eHat faaTs 3 grHET o3 I-

1. mBUSHarS H3®5 (Under-employment Equilibrium) - 3&w & nigafeerar &g Yz A
AZ®6 € MU9g3 a&fHel Tee aiHge &9 fest @H’%f‘enmﬁwmﬁaeﬁwrrl@am
mﬁmﬁmﬂﬁﬁmﬁlmnﬁaﬁwﬁawmwﬁaﬁﬁﬁl
Wmhaﬁuﬁ@ﬁmﬁ%%&mﬁﬁwm}wm@uﬂ%wwyeﬂwﬁm
Mé@mhmmﬁéw@%gémﬁgwmﬁﬁwaGEaWHﬂ@
T5, ua@awwav—rmﬁﬁ-wﬁeﬁw urtert nige-feerar &9 wdfsa (involuntary) S3warat
@m(%mmmmﬁw)mmwﬁﬁmmw
W™ AESt I W3 YIS SHAIY A6 ©f AMUST WATEE w3 iaiiH J1

2. m™i 3 ¥ 83ures WHfAs (Over-production Possible) - daA 3 A € g9 fowH T uss fasT
3 2 ya3t vy »irut Har der a9t 31 Baet uge I f AU AeTHG It wiefAs wind ninies 8%
TA3NT & yJlT 3 ¥IY &dt Jet fAs’ © B3uws &g 89 Autfea Ie 95| wafAs niHes e a3 forr
o fE3T At 3, 737 fa »iuE niny u9e &dt J At faBfa g3 w3 you wigd visd aH I fermet
€ ATST »IfAS WiHes BUSTST T3V 3 Hag odt Jet »i3 BRer 3 furAT goT fesT At J, 37 3%
Har f&g ot T At 31 e ufgarHamgu »ird mifs 83umes Jer 9, fatfa 89 Ag o= fonr &dt At
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frret 83umes Ifemr I &R wirdt I%aT mH E3warat »iet 1 | e 397 dan 3 fer fow & For &e
Bag, fa Az Busar yadtst fea 3 uie got 3, A T fom & foanew saarfenr|

3. nigg-feenwr f&9 nry 3=eEifontt sHHfas (Self-adjustment Impossible in the Economy)-
o aBTHe nIg-AH3fanT & fer fegg &% AoH3 &dt A &t Uds IAdra A6 ©f vy AHGHS
Igdtfsn @ Bt nidy 313 (laissez faire) @ &= I1 8AS S| a3 f& MUE AMTH & PANTS B9
¥ I9E Urtet yS& »id w3 vy AW &dt s9et 31 8% feu € yus <991 Je 76 - uat i3
e | Ustar ® 5% <0 ds ger I U 8T AW ds § BuSdr 3 yow adt a9T | It € d% SugasT
THZNT ydles € BT HedT °F wie Jet I fer 397 o% UdSt @ HAES &% Hal & WTH s@e3T gadt
J fre g% nige-feerer &9 nist-83umes w3 S9rdrdt wiret 31 <A33: ‘<ot vet fert e ufgem
A1 Hog Urleret feerer vy i3 »iy AHGTHS a9¢t det, 3T fedar ae & Jer| fersst aon 3
fen 9% & AHIES 13T of nigg-feenET @ &9 Yast »i3 Har 9 AHUMS 9 © ST IraimT w3
Heaa feftmit @ HitiH &% IAW IASAY o9 |

4, M™HeEs gEse It g3 m3 faem feg mssT (Equality between Saving and Investment
Through Income Changes)- & Hal »IERHIIT T feg ferem I fa ugs SAarg @ Uoe 3
993 W3 foer 9999 ¢ I6 Wi fiad Bre g fan 39t v feg®s J 31 famm &t w9 e 339 B 9
AHG3T & feet 31 da7 © H3T™, 993 @ UT9 fanr & €9 3 ad 98fd niHes @ Uud 3 fagse
ager I1 Aa9 feeAd YSwHE o 9= 3t fara & St w9 & foom &t <0ar | Aae fem fow
93 <0 AR, 37 feger H3wg I I BUSTT 3 famie39 e vou a9 I fEg @ a9 Har far A<t
3, mf3-83umes Jer I i3 facm niHes, wid 83utes &g SHt »i ATt J1 foe a% gu3 ue At
W3 ni33: niHes &9 A 3 frimmer 993 »i3 foor €9 AN AU § Aedlt | fer 39, fauma &
9 © »iUET guU feU Sewe o% 993 »i3 foer &9 AN nidt T

5. HAgdt F&3t & sa9s (Refutation of Wage Cut) - a5 3 Utgr € fen fro’s & sadhnr §
fa Hear-Hedt ¥ 3t auz & nive-feener €9 Yoz Jrarg Busay oisT 7 Ager J1 Uty ©
T%H@ﬂsﬁgmgeﬁmﬂfeaaﬁaﬁ@wﬁ@ngaaﬁ A7 fefime Goar g W2 Jer 9, At
wige-feerEr 3 &g a9 fogr| HAgdt @ ©9 g i, wars w3 e § Suae fex Gier i 37 IraTg
Zr fagr Aet I U9 At wide-feerer € &t fen 397 & gHard We Aet I AT HAES f9 v
et I

fenregrfoa eforet 3 dr 3 HAgd 9 &3t agz < 83 T av fe mEus &dt fasT| »ia @ gar
ST mefiat & HAES 295 Tfews g BT I At HAESt Wes & fedu a9et 71 feo feor fedu
&g I33® 9411 ufgeHATIU nige-feera &9 At niEe3T Uer J<dt, 89 &% ninies Wadt |
39, AN fanma € Har & fedt § fa 7o &9 § & 2fnr AR 37 HAgdt & &dt weat rfaet
aor & fer a@Hat HS § & ARG &dt ST & HEg™ HAgd! »i3 TRsfed HAgdt € <9 ysur
AHgUTf3a Hea der 3, %m%w%ﬁ@wmwalmaﬁmﬁﬁﬂéfay
eHsfea HAgdt Suet 3, w3 fedum fe | femmet fivdwr udusrerfentt & feme M, 837 &t e
I3t T 5% 83UTEs T FHB w3 StHI IO Wi2dl | fer 39T udugreTfent T feg W3 fex &dt urer fa
Tr3fea HAgdt &9 dHt I &% Jrarg JUaT | US, Jon © feg ferew it fa weor Haest T aHt
mww@w&ﬁw%ﬁw%@mwmawaﬁwwwmmmn@
St ez a5 AAETeS fegu fed yam 32 3 fx &5t § 98s 9 adt srfenr 7 AaeT

6. IW JASHY T AHIES (Support of State Intervention ) - a&w Ular € feA H3 &% & FoH3
adt I fx « At B3utedin 393 ¥ ydz gy <9 Butidl 59 AS® € nAS®3T © WRETET SAHWRG
It Bzgemt I1 7 Urteet feemwr fed fadt I fa #a9 fegd feaw a9 fesr A 3t 8 S3uredinr
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33T ¥ UIE YUl 9T &9 wiAHIE Jotet | Ferset Iaw €t wid 3 IR3AY Agdl At I miefax
afon ¥ Uug § <o @ BT I AU foem a9 Aaer 3, w3 forlt foem & miaufes a9 Areer 31 9
aésm%wmawﬁwm@seﬁ mmﬁmmeﬁn@mﬁaﬂaﬁwaﬁﬁwém
?HHgd'ﬁd'd:ﬁ@EE"’d'hoH’E"Hde'a’l ‘fermel it fa fsdas & v 3, « fioss gfonis w3
Beg fHass feus e fedu a9 vigEA g & ard g 38 It dar AHfSwr A=, UT THSHSA aad
&g 397 T1“ »i3 Yoz Irarg BumHy S5 ¥ BEt nigefeeHET € AUGT € Ydt 397 @93 596 © BTl
6H THE-AGLIT € AHIEG odeT J |

7. vmuawts fer@AE  (Short-run Analysis) - USUge=t AR-AHGHZ yfafanm & HritH
dow 3 Sowas &8 Yoz Jrarg 8 fere a9e As | don &9 fest Ad adt A fa Eowas 37
fé3a9 a9 Ha, fatfa Brer HasT At fa « dowas &g 37 wiFl' A9 He AR I | 7 fA”’ fa mndteg
3 B\ o137 I, “BFET Hles-TIHG HB3T nEUaSls g9ns A1~ BFeT ferdns mauarsis ArasT
3% AfH3 T m@e@r%ﬁlﬁg@afeamﬁv%fam g3, 83ues Enit sasia,
fhoss & yast fesnret m@ﬁ%mnﬁaaﬁﬁ%m@hﬁ@am%%@ﬂawﬁ
g5 féer 31 feo s & fo Busar ¥ar Aftg afdet 3, 83 fer 9% 3 #9 foer Ifa FJmardt €9 a9s
€ &t fo=m Har <ot AR U9 fem ya9 7 A3®6 -H39 yu3s ger I, Qtrgasaﬂarraa?rm
WHBUSHITT & YTg Jer J|

8. Her Har & Ha3< (Importance of Speculative Demand ) - S&Halt »Ig-HA3I ferem gue
i ot Baes W3 ASIA3T OOrd © ST HeaT € Har of Afet 31 89 Hed™ € Fer Har § &dt Hae As
faBfa e Gent € & ot ot HeaT forad BE € % A9U J1 UJ aod T8 HS € &% AUHS
adt I51 88 Hear & Fer Hal 3 Hase fest J1 898 feo efir 3 fa 3aes w3 A9 Geny
T BT Jut et ufgmufsnt @ &% wiafas fammA, atet fawra @9 3 993 wie J A= I1 ug st
fomm 9 3 Hear & Ao Har 993 <0 Jedit | ferset famra <t w9 fex feRm agesH yue 3 adt
I »i3 HeaT €t Her Har udt 397 famra Sue9 Je4t | feg de @ 39%3T A% (liquidity trap)
frreT awfAet niTERR3t ferdas a9 <9 miAHaE At

fer Heag feu aon 3 feg <t ruRe ai37 3 fx fanra w9 ue=Ha
JT &%, 993 993 ¢ foen @ U I o Asear gudt J1 3983 |
7%, fanma w9 & fox fores suesH &9 3 o8 fsares 3 Jomr
31 feg fo39 5.6 &9 feurfenr famr 3 fAE SS 593 <59 I i3
|l fo=m =39 | e 3983 A% Or, famm w9 3 J 3t feg fammA
T3 § Or 353 faare 3 Jam I w3 583 w3 fom R M3 E
fde 3 5t &€t A At 1 Or, famma &9 & 3983 7% & nieHEr
&g fasm 3 583 is, TU T Wiz nPE-feenEr ysE JHarT @
mE%n@ﬁsm?aéaﬂﬁﬁmn@ﬁ@nwaﬁm
WHBUIHITT A3®e UTg frg foem 3 gu3 <u Jet I

Saving and Investment
SoH & Wdl wfinr 3 fx fanra w9 9 3 fsar A o <t foem fa39 5.6
o 593 <u 324t feod & fes9 5.6 &g feurfenr famr 3 firg
|Ieaaw§uﬂ?r?sﬂaaaall J At I »i3 facm T fagree feudt 31 fod fadt Afast uret At
%h?ﬂaf‘awmea(O)%ﬁﬁnwaams <u 31 fer Rzt &g a@fhed s93 w3 foen <o
E, fie 3 de 5 A forrm 3 OF aE'B’Ha?rl feg wiras AfTST 31

9. HeT' fouy &9t (Money not Neutral)- a%THaT »TERASST Hear § foguy adt Haer
fermet Qust 3 Hefox fAa’s &g 83umes, SAarg w3 fana &9 & AHS &dt disT At Qo' ©
H3TX, 83uTes W3 IAdMg T Uug w3 T € H3%s ©9 SR3fed 33t It fagufas e s |
a5H 3 IHTHST H3 & nidwaT dist ot Hefod fras 1e i’z 3 fos 951 8ost & Hefaa frats §

4

Rate of Interest

S
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¥ fAus ® 57 Aferm w3 farm frots § Hefoa fiots € U39 &g o fest AT fa 8rd fanm &9
 Hefoa B9 Haam o131 898 83ures fAus gt Hefoa o3 § e fra’s a7 Afawr fed frar
838 fami T3 T HUWH It HeEadT &t H39™ »i3 St Uue <9 Aao rerfus a9 o371 Berggs @
B AT HedT & H3aT &g <0t Jet I 3 fanre =9 fsat 3, foem Suer I nirHes w3 Bures Juer
feg =fodt gt 31 fen 397 don 3 nigw-feermr ¥ Hefod W3 Trsfeq dsat § 73 fest
fen 397, IAarg T FEfRet nieEsfer w3 Urteet fere € T93Hs wigfaa mHfet § msT
€8 »iAHTE T8
Ae Wi (Self Assessment)
J5 &3 a2 st &9 At w3 aw3 < ufges a9
(State whether the following statements are True or False):
7. HAEdr @ B9 <9 d693T mi3 ASS39 Hafoe-nde-feeAET ¥ aJuads <9 JASHY 7%
YA et T
. PT HET T W39 § ST ai3T Aet I 3t dtHz Uog & g9 9 AT
9. JIMIr9 T IBTHAT His® fR8 Hegr HAEdt w3 TASfexr HAEdt e ufsedss y3HS niHeg
W3 MAHTEUTST Je T8 |
10. 979 T I&THET T3 gz Jrdrg & Han3T 3 niarfas I

5.4 HYH (Summary)

et fAUTS feg Heer I fa Utere! niog-feerer <o faat ASHS @ ygs IAarg urfen
et I1 HAEdT dHE FOHISST (flexibility) € d= &%, nefad Y=t f&g ¥E (automatic)
& 33t uret it I APt Yoz Jrare § feH g & yefodt auet 3§ w3 8t Une

3 B3utes a9et J1 »iz udE JAdrd fex niH AT uet At 9 w3 fem Uue 3 fegms
(deviation) &S niATHTENT AGST It I At ot MU ygE A9 €t w9 widt Soet I

5.5 HIEaH (Keywords)

o g9 fawH (Law of Market) - g9 € fowH |
o zA3-fefoHw (Barter) - @A3 € nies-aT%|

5.6 e YH& (Review Questions)

IHIM9 T a@fHe U3 ot 37 AASTR |

R @ g9 fouH ot 32 @A

UIE IHTHET HS® & AdH fsy |

‘@At fATT3 & dan Irdt ndgst’ ug feyuat fadte |

P Db~

€39 : iT y&Ie (Answer : Self Assessment)

1. a®fHat fATS 2. Har 3. erz3-feform 4. (®
5. (m) 6.(® 7. AJt 8. Adt
9. IB3 10. I&®3
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24 5.7 WG UASET (Further Readings)

&

Far 1. HasfearafHar : »iA. d. gag<ast, fonrfenr uafsfaar T8A, 20101
2. HaIfedfHan : Hows FoleAse, Seast uafsams, 20101

3. Hadfearsfian : fearafiaaeE, SwagfeRs mis Ufer : Iade f£. T
s 3fes ne. Qus, =fesT gam , 20101
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fearst-6: dlleH @ Irang fHUS

(Keynesian Theory of Employment)

few Az (Contents)

€<% (Objectives)
YA3=&T (Introduction)
6.1 dfeR = IAdra fAT’3 (Keynesian Theory of Employment)
6.2 949 Har (Effective Demand)
6.3 AHW fegugs (Equilibrium Determination)
6.4 yfsafss n3 dter @ SAard fAU’S 7% 3HaT
(Comparison of Classical and Keynesian Theory of Employment)
6.5 HTH (Summary)
6.6 wWgTaW (Keywords)
6.7 wife™ yas (Review Questions)
6.8 myfuz yA3at (Further Readings)

@<H (Objectives)

fer fearet @ wiftmis 3 g fefenraet Gar J=at:
o dltaH T grarg U3 AEs et
o ITIAT Hal T Miftmis ags &t |
o FHW foguas AEs Bt

YA3<&T (Introduction)

IS 9919 Hal' @ &9 & 9% AHE Jet 3 (i) Busar @m3nt & Har, »i3 (i) UAlas <Az & Har &t
fsom Har1 Aag Busar Har (u99) &g =fodt a% nmHes &9 Iz Tt <fodt 3 <u 3, 37 feg nizg
nige-feerer &8 S9nardt § TR J1 ninHEs w3 Jrarg T efodt a9s &t ninies w3 Busar fe
3= T nizg § fovm It fierfenr 7 Ao I1 fer 397 Irare & Une, foen ¥ o9 3 fegsg ager
J1 »i3, IAarg § Juz T Bt fovm It Argara Har f =fodt it At T

6.1 dllaA & 9Aara fAT3 (Keynesian Theory of Employment)

dter 3 yfsrfss fros & feo femm faais e & fegr 9, A9 fa 8RR v o’z @ Ak ewl e
&t wq Jer I1 8% W3TA fart Aufs 3 wiafaxs yzwsbt & »id Aftt fee fenus S9marst 3 a9
UIE Jrdg 399 g8 <t  Aaer 31 8uat yfsHfss fegraumr 3 widl Jua @9 o3 w3 niafua fegr
T &if3 &g gif3 BT I2 vigerHs9 @ feam &7l
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#. WA, oA UTa® wigerAsSt /Y, fast & Jrare e fex femenfus fauis fest A 1930 fe&o
yf3nfazs AU T »iAes 7 AT 5% 8678 ferdt wisgsT dist| R @ faum @9 gg3 we d= 3
3t foem ST ot 20t adt At| feR W or 3 S99 Har T Yfsues ninHes w3 3rdrg © a3
3 AHSE © BT a9d Hal € nieu9eT IR 1St a9 Har & fer nivueer & niefax frofs fe
gif3 & &3t 1 8awt v U3 wigse fiAw fgor 31 feo fAo’s €9 337 »i3 a9z @ <96s a9er J, AF
YTHES ni3 Irarg € Uag § fegurfas see 51

A< y&iae (Self Assessment)

feaz et § 39 (Fill in the blanks) :
1. #. »A. dteR UTfad »iderr3dt /Y, fAs™s T fea feerfuz o3 fest)

6.2 d99I9 HaT (Effective Demand)

999 Ha1 fAUT3, dier @ Jrdra fATi3 &g AHfga Hose guer 31 feo 89 fie 9, g Afox Har
TII M3 AHIOR YISt a9 fea gn & T2 I6 | gH AEeT €9 A998 HaT »ige-feerer i< 8T Har
J At o Agus yast It ust 397 AHafE3 Jet 31 fer 397 8ot & 3T uast RT =it aae s »i3
& It Wie| AIAT Har itHEs w3 IrerS © U9 § feourfos aget 91 argee Har e uie S9rart
U g9t J1
9T HaT © <8 € 31T ATHS Jet J (i) Busar Tzt €t Har, »i3 (i) Urlas Srznr & Har A foem
Harl Aaa 8usar Har (bde) &g =fadt a% nHes g d= @@t =fadt 3 <u 3, 3t feg »izg neE-
feermr f&g §3mardt § BHET J1 wiHEs w3 JAarg T efadt s et niHes w3 Busar g d=
T 39 & foem grdt fierfonr 7 Aaer 31 fer 397 Imerg & Une, foom ¥ Uug 3 fogsg amer
J1 13, IAArg § Tu T BEt fovm It Frgara Har fe =fodt &St At I
I9d9 HaT1 & € vy foguex J¢ 95|

1. AHfOK Har €%, m3

2. AHfIx 3% YIst <H6

1. AHfax Har e%6 (Aggregate Demand)

fea nigu-feerur T TAgwit w3 Aeet & Ha ® g% AT & AHfaa Hat faar Amet 31 feo g Busar
Hal »i3 % foem & A Jer J1 <3 »i3 Aot & Busar &t Har fort aefors (fart Busan w3
AISd (AIerTox Busan &% Jet J1 ferer g8 s Busdl Har soder J1 fort 397 foem & Har
(Jrtars @z & Han) fort 8ufim (fart fo_m) w3 Adad (Agerfos foem) It aist Afet I
ferer AT % fo=m a1 Sa®er J|

fort feniast, egH w3 AGSTT AT de A3 W3 ATTeT & Har 39e 76, BUSdr 3 aisT AE % Hag
Busar ugy FusET I W3 BT ¥IY AF UAtas A3 3 13T Aret I, facH y9g Juder J1 AU ey,

AHfa HaT (A7 ¥99) = Susar Har (AT Busdr HaT + fa<r ygw (7T foem Han)

fer 397 Afax Har »i3 vgw Qusar A foer y9w fRu <t Jet 31 &% &t feo °n féu Jaara @
a9 5% fHUT Agg gudt 91 feo Aau fo39 6.1 feu feurfenr famr 31 fer fosa & X - niem fSo
JAITg € HSTT mi3 Y - widH 3 g% U99 feu® I® 95| AHfox ¥9g § SoHT € g% yrufaut &t
AHTSw A7 AaeT 31 faBfa A9 vaw Bamet yrust 4= 95| 73 fa ergnit w3 Reret & yast a9e 76|
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fer 397, Adfax Har § Tont €t 85 sAgM ni3 Aeet € 998 YUS J€ T8 Heeglt yust e U 3
& ufggfis ot 7 Aaer 3, 79 fa fea fonfes fasdt few Hmeat ordt G3urfes ot art 31

7€ SIHT AN It w3 Aee 3 <0 499 3 <0 aH'E o WET Juel 3, 3 89 < mefiat § Irera
YEs g9e 96| 939 6.1 &9 feurfenr famr mufas Har 2%« drare @ f8s tug 3 83urfes ergnr
3 At 5% d& T8I y3wiEs Hedr yufswr &t gt § wRe 91 g% 83ues 3 i3 A @
Y99 JrdrT € UT9 3 SA9Ut ¥ 5% Suer I »i3 IAd9 ¥ Uue Y ue dF &% weer 91 fe39 6.1
fég Srars & Yo ON, 3 Jua@ ON, § Avet 3, A 83ues 3 y3urfhs ues (AD), OE, 3 Suaq
OE, der J1 feg e&s Hau AD = f(N) ® gu f&g feurfenr et 31

r

»

AHfo U3t U

el

fgs9 6.1: AYfax War a9

B Hal e%6 T Wieet Jet 29 3 Suer J, faBfa fenast niust 8r winves 3 uie foAT y9g age J,
73 fa 83ues w3 Jrar9 g <fadt &% Sudt J1 fer 9 AHfox Har €t &% wie J At 31

2. AHfaa g% YISt e%6 (Aggregate Supply)

AHII Ugst mitHeEs W3 9AdMT UTd © ATHE &7 gAT Has<uds faguax 31 feu fea nigg-feerar
¥ 83ufexs g% eAgnT w3 AT T A3 § wATT J1 A9 feu s ferr AR & nwioe-feerer e
B3utfes Arfan @AzNT w3 At Busdr i3 foer © &t Busay U6, 3T % YISt IHedr 83U
W3 TTHSST MTHES & F97gd J<dit| fET IHedt 83ute, 83uTes @ §9 AUat ( 3fH, FIH, Udt »i3
Bun) &t IF viHEs T F9TEY Jdt | AHTIR USSt M3 WS sua3H YSuiHS WE I, froet yust gon
fex forfos tHd 3 83ures 998 w3 HATT' § foufis a9s @ &2t gra3T I

ACHUT w3 J91 © Foet &9 “fah fe3 aF 9AaM9 @ Uud 3 AHfo yast Hear & g% Hi=ar J At
dt Argt Surfimir § fer 83ure € 9 3 fiumat Trfost 3, fAg fe3 o’ fonafznt grdt B3urfes disr
faprr 3, fAstg Irerg B ewRHE J1 7 Avfox YISt ve Jrarg o <fot © o Suet I w3 uies
&% wewt 31 fead A9 @ gu &9 fen 3o fefimr A Aaer 31

AS = f(N)
AS = AHfoR uSst v
N = foufas vags' & fo=st

fg39 6.2 feg X - »iar fEg IAAMT & H39™ i3 AHfIR USSt H& ([T &% yrufsnm) Y - »ian 3
fewet aret I1 ON, IAaT9 © Uu9 3 F& 198 OF, I i3 ON, Irars € Une 3 3% udw OF, J|
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AHfI HaT @a9 < 397, AHfax YISt <a9 &
€3 «t i JueT J| IAd9 @ Uu9 I <t @
ufgeHARIY o% w3 &g & <t It 31 fem
Juet I A€ AHIS B8 wed It Jet I 3t
31 AHfox yast =9 €t ¥ IAdre @ U9 e
2fott @ 3% uer § feg fror form &t Jer 3
faBfa rarg 3 <t 9= 3 AUEES gU 3 uie
gAS AU § IAdTS YUS § At I SHATY
83uest T 35 AUsT @ gU 9 niaa®3IH
NEUTS IFFIT AT I | B3uTfes AeT wew Aus fosg 6.2 Afos uash @ag

A UH® & THHS Yf3us @ »igAg dt der I

fer 397 Jrar9 <9 <t a9 ™% % FOI3 T Tt v9 3% Jot I | ufgeTHARIU AHfox uast B
9 T % AT f3a9 Juer Ifenr IRam, FE 359 I T @B AY AUGT § IHMY & HE AR |
UIE Irare fie 3 ®9= A 9 Yyt feg agt Jt <0t Irare feu Ut 5t a9 Aot | g% U9t a9
ON, 3Irarg e 3 Bae3 J At 71 fer fie 3 Adfox yast @9 fimmersg gHedt Uoe 3 ygssnr
g®ued J AeT | & Jrare A 83ues U9 3 JEt gEww adt devl

AHfI Uast U

=

-

3H fea nige-feerur &9 TRzt w3 Aee & Vot € g% A= § It Adfad Har
foar AT 31

A< &g (Self Assessment)
ggfeamnr yas (Multiple Choice Questions):

4. 9AG HI, MHES W3 2 Uu9 $ fogurfos amet J1
(8) Jrarg () TS
(¥) 33 (A) <=9
5. 3Jrarg § Jus ¥ BEt fovm It Frgarg Hat few Slist At T
®) ue ()
(%) ugg (7) fev &8 ot &t
6. AYIK YISt iHEs AT IR UTT T .. & gt Hozeuds fsouaw I
(®) virmHa () YAHG
(®) ArHE (m) fere &9 a2t &t

6.3 AHY fs9uras (Equilibrium Determination)

JraTg B3UEs W3 WiHES T UTT S9dd HaT It feguras deT 3, 7T & wiy AHfad Haess v
AHfoE yasess It faguras Jer J1 fea e9H B8R Uue f3a9 Jrarg fe <ot a9et 3, me f3aq i
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ArfgnT™ SaHT €t 3% YSTTHS Yrufan ( ATHIIR HaT 1%) % B3 (3% Udsie®s) 3 <0 Jet J1 on Ager
fem, 7e f3a@ Afaa Har sa9 Avfoa uest =a9 3 83 grfaet 3 (fremr fo39 6.3 fR9 ON, I Yo
& feurfenr fapr 3) gont 39 73 & yuz ads Y AS
T BT Irarg Uog @ e <t aeet 31 Haw i
AHfgs Har @a9, AHfoe YISt a3 <&9 3
7' J, (fremr fg39 6.3 <8 ON, I e
& feurfenr famr 3) 3t coH 89 B8 3 =
TB SRS € TIE Irdg LT g wie agatt |
fermet avw €r fife 3 fsourfas 3ar faa € ,
T99 fea &1 § dezal !
faz9 6.3 &9, Ao Hiar w3 AHfod yast |
o9 fea g7 § ‘E’ fig 3 e voifew |
fife (ON fifg) & ar9a@ Har w3 Irara I
T AHE fife aroR g5 feo fie Farg 2 |
A 3 83utfes er3n w3 At 3 &3 |
N

AD

£

yIg w3 99 yrufsnt

e -

s T8 499 T Yf3fefise a9€ o611 AR O 1 NN,N; > X
@8 F99@ Har = JHeSt B3u® = JAarg Searg

T H'39T = TSI MTHEs = TTHSIT HIY =

BuSdT v9T + foer ygw Jer J1 o AW fe3v 6.3: aten fruis € & mm

e 3 o Jrar9 § Sus »3 wetE <t y=fadt adt guet |, fatfx 8r fie 3 8ust @ &3 fimmesg
aeaﬁluﬂeweﬁguﬁmﬁwﬁammaﬂwéﬁwﬁm

e AHIIE Hat 1& a9 83 €t »ig Suer J, 3T Irarg © o9 <9 It J&t 31 wimuas &9 Avfox
U9t @a T gese ©f Howar adt & g99 Jet 3, falfa feg 83ums 3afaa, a9 v & Buma-
U3T, HAteT »iet 3 fagsg aget I1 SR AR © & AafHar &t 83ueasT &9 <t a9d It Adfox
YISt T § B € nig di3T 7 AgeT 31 U9 fex fed fadt wive-feerer fae ST &9merdt 3, feo
Fge &dt 3 Uer I fed feg auer Hoseuse J I dten & Adfaa Har § argare Har »i3 fermet mare
U9 T fex Ha3euae faauras Hifenr T

fo39 6.4 <9 Afoa Hiar f¥g <dt @ ufdeHARIY a9a HaT At »id HE At 31 fer aes &%
Wﬁg%‘E’?%&ﬁW%ﬁ?ﬁgﬁﬁﬁ%m%lgﬁﬁaﬁgawe%m
‘E’ fig 3 nog-feerwr &9 d9Aardt & wierEr 3, fA8 NN, Aefia 9were 06| #efa E, fie 3
W—Wmmmmwﬁﬁlﬁﬁmmmammaw
J1 fer 397 fo ni9E- ﬁmﬁa&mm@fﬁnmﬁaeﬁﬁﬁmﬁamﬁv@mm
a9 WiEU-Irarg € AfST § ¥sH it 7 AdeT I

&
&t AT AEE I JraTT B3uTEs WS ninHEs T UT9 J999 Har It fsaarfas der 9,
737 & »iy AHfIR Hare®s w3 Ugstess It fagarfas Jer I

83 ot <95 3 feu AuFe I fa T99™ Har yIz e fie § YUz a9 <t Aaet I w3 &dt &
Eﬁmﬁammwmmﬁ?%mmﬂaﬁﬁl oten fer fegeoar @ At fa
m@mﬂm—ﬁmﬁvm—ménﬁsﬂé&wnﬁﬂammmﬁawé
Afast| fea @0 aew favmesg AussT &t AfaSt @ &8 9t ygs Jrare &t Afust § yus a9 Ao 31
fex nigg-feerer feg 3¢ I yds a9 & AfGST As< J, ﬂ?%(ﬁ@nwn@ﬁﬁﬂmsmuas&
i3 8 Uug 3 di3 AT @8 QuSdr ® »isT § UT A |
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e nrHES i3 Busar € 89 @ nize § foem It ued & nuswayssT 3t nige-feersr ffE nimusware
¥ ¥t B39emt 951 fo39 6.4 9 fex nig-feemer v fefstiar § MM, 3 Sua9 yde JHarg
&t Aftst § yus a9 34t ﬁﬁﬂmamwhﬁammmmmﬁmmﬁ
mﬁﬁﬂauﬁzaﬂ?wmm fegR &% 9t RIS It & B foons T o @ ¥ folw e
gfoer §1 yds Srare fed AT f3a@ Hoseues 3, fatfa ferme g arger et g =fotht sz &%
83ures »3 JAdTT ufgeafss gfoe 5| yds Srarg fie @ g It Ace AHfox Har f<g <fadt

get 3, 3t feg yeor RSt &t Afust & A

a9t, fagfs ygz drarg 3 ge Jrarg i3

83umes &g ot =fadt adt Jet I M,
A< y&iae (Self Assessment) '

I 3 a2 adet T AR w3 ams @ g,
ufoes &9 :

(State whether the following statements 42
are True or False):

7. Irarg B3uTEs ni3 niHEs T U E
99 Har It faurfas Jer I

8. #Av AHfox Har a9 €3 <t nig

e I, 3T JAdr9 @ Uug feu 0

<fodt gt T

9. N AH 39 AafHat <t B3uwasT
feg =fodt a9a It AHfox uast
59 § g € W9 Ji3T AT AgET I

Y

A

AD

6.4 yfsafszs w3 dten ¥ Sware fAU3 5% ITo"

(Comparison of Classical and Keynesian Theory of Employment)

diaA @ JAard frats yfsAfss srare frafs 3 et gqut <8 niser 36 |
(i) Yf3Afe3 nigermsfont feg Wae I& fa fea neg-feerar fsgue™ qu &% ydz IHarg

fig 3 Afgg Avw 3 It 31 fer 397 Yf3nfe3 fAU's ydz Srare &t fex femm orr &%

Hafts get I w3 »iH S9wardt € Hes' § aarget J | feae gt wig dien & fAu's fea

wH fras 3, ﬁ?h%—f@%ﬂwﬁmﬁméwaw%(mm P roal]
JHIMT »i3 F9AAT9) | S6H € H3T®A o ni9g-feerw few Uds Srare & AfUST 503

Tt uie -niuere & Jet T1 w39 3 wige-feereT yds Jrare fie 3 Ui Uoe 3 AHw <9

Jet T

(i) yf3Afes wiserE3fan feg wae At fa Aag nige-feerer feg ugs Jrarg <t ALt adt
3, 37 Hredt &9 Wie a9 AT (Ys Jmare €t Afust) & AEfUs 3T 7 AeeT J1 Fefd
dter fen fegrg § mieAsfed w3 nieueafod Hae J1 dier € H3Tx fea Baar femA
ﬁamgﬁﬁeauwaazmameuwﬁl U9, ydt nigg-feerer &g feg faor
aJE &% feg viHes, 83uTes w3 Jrdrg &g aHt niraatt|
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E

ZTHA dtaH @ Irarg g’z 3 MU fegrg 2|

(iii) yf3Afes Y=t &g vear &t yast fig efodt vear RSt &t y=fast &=t 91 Aefa dter 2
H3T'S YIE JHAIT 3 F'E It Hear & ygst &9 <fadt yaar Aets e aaet 9, urfast adt |

(iv) Yf3Afes nigerEsfont @ H3T su3-foen ferdre fanma ©9 foguez e w39 31 7%
famma 2 3t fe gewe 593 w3 foln &9 niAHesT oger 31 feR ot wig oten 3 Sg3-
fo<n ferdRE & niHes W3 IAANY U § fogurfas a9 @& W=d HienT 1 799 g83
foem 3 <u I 3t BuSdr y9w Ui Jedr| eBATIY Har f€g ue J<at| feo wifs B3ues
3 93, facm, niHes, 83uee w3 Jrarg féu oMt © &et faiew Ja | for a9s 7w
ar9uTg feu fagmHea T=3egs Jer J 31 famra w9 9 St faer <9 efadt adt a9 uidt
31 fer 397 593 w3 foem @ feu AHE < AU ninves @ Uoe T so%< adt dt ot A7
At 31 et a9z 3 It oter = A3 wifta er3fea w3 wdfaa feam = ferdns
a9z g Suuat J1

(v) Yf3Afe3 viserHsfont & HaeT I fa far & neg-feerer @ niafas fafonret @ Uu9 3,
HEd" €@ H3T™ i3 famre w9 <9 ufgedss Jea, ges< I3 AT AceT J | 89 Hefad aifs
(Hed™ & H3TT g efadt w3 fanma =9 &9 wie) e Butiar S9naret, fenmurfaa Het, et
$ Jo= ® UHEUS At fege gt vig, dier it (B vge, we €t fe3 forerar nret) @
It fes ArfonT AHfFmret § AgsE ST ferem que A

(vi) Yf3rafez fras fart niae-feermer feg nives i3 JAdT9 @ AW U9 & fagurfas a9
T Yot UaH § 0 HISTYIE H'GE T5 | feg iz & wifewsr 3 f& ugst ¥ar niy der
Jdt T Weﬁwsﬂmuﬁ(mﬁmwm)ﬁﬂﬁamaﬁ»@ma
nige-feerer ¥ AT @ foguda AHST 31 3 oter AU &9 ISt o Aefa 99 J|

(vii) Yf3rfss fAai3 & nieg 983 M3 fo<n or® fea Ot <gar odt f83 AT g5 1 fer 397 983
w3 foeA 5999 Je T | foe gt f&g fan fe 397 €t niAHasT d= 3 faue w9 It AHa3T
AT S5t AT Aaet 31 wiz famrg w9 yfanfss feerar fég fea Hozeuas o gust T
fege ot wig, mmﬁmem@mm%w@%mmﬁé
351 Bus" ¥ H3Tha fox wige-feerer g A7 & sewe o° 06, 89 nHEs w3 bag
IOB'T ¥ THASIU J¢ I, & of fonrA ©9 fSu gewe a5 feoe &% It nizg-feemar
fég rHw <t rr g It 993 w2 foon g9 d=d| falfa 93 w3 facw fgs egar It
MHI-N%IT BTF a8 i3 7 TS|

(viii) Yf3Afe3 nigerHsfont grdt € widd-miwar fAa3-fea Hedr € &8t w3 gATT HE M3
B3ues Uug ¥ BTt i3 famr At | Aefa dter & Hear frgis w3 i 3 83uTes fAu's
8 fiwag fea fAuis U o3 3189sT  HaTd feg fAUis § € nigdr - wiwar Aot @ gu
&g U\ &dt iz 7 Aaer 3, faBfa Hear & Ha9r nines, 83uTes w3 JHeTT © U9 §
yf3uem gu A ygres aaet J|

(ix) Yf3nfs3 o3 aes 2 AN &g & afonmits afoer 31 e & fer egdr o3 3 yRs fos
fesarfen w3 fea &g fa0 o3 @ yfsues &isr, 797 f& niwsuas &g afanmts Jer 31

6.5 HWY™ (Summary)

AHI& U3t nitHeEs W3 SAdM9 UTY & ATHT & AT Hu3<yds foguaa J1 feg fex na-
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feerer T B3urfes g® TFgn® »i3 AT’ € A3 § ©FE J1 7o feg He fosr A fx
vige-feerer &g 83utfes Arfanr <Az w3 Aot Busdr »i3 foer @ &t Tfre Js, 3t
% YISt IR 83uTE »i3 ITHSST winHEs ¥ 9999 Jedit | g IHedt 83ute, 83ues @
99 ATGT (3H, AIH, Ut »i3 BuH) € I% ninies & g9gg J<dit | AHfax yast w3 W €9
BUGSH YSwias 1B 3, fist &t yust sont fex forfos td 3 Bsurfes a9z s Hage' §
foufAs Juz € ot grger J1

6.6 HIEAH (Keywords)

e AT Har (Effective Demand) - fimme™3g Harl
e HAMHW (Equilibrium) - AH®3T|

6.7 e YH& (Review Questions)
dter & grarg fro's & ufgs s &g |
AHfI HaT €86 3 ot I I? R |

‘AT faguas’ 3 feust fea

4. AHIIE FHYTSt TB6 § AURE &9 |

w b~

€39 : iT y&Ie (Answer : Self Assessment)

1. IAaT9 2. ferm fAU3 3. I9drg Har 4. (®
5. () 6. () 7. At 8. Fat
9. At 10. IB3

6.8 AU UASAT (Further Readings)

&

FaH 1. RIIfearafvan : fearafHamgy, Ssagens v UfsH : Igge fe o7& vz
sfes ne. Qus, =fesT gam , 2010.
2. HIIfEIAHAA : GG w3 USHT : »id. »i%. »TgdT, »A. ¥¢ UIfEars,
2010.
3. Hadfearsfian € =t : nw. »iH. 5 ATEEY o UgfBars, 2012.
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feardt-7. Qusar @ms = U3 >

(Theory of Consumption Function)

few Az (Contents)

€<% (Objectives)

YA3=&T (Introduction)

7.1 &A= Busdr %6 fAT3 (Keynes’ Consumption Function Theory)
7.2 fsgum mines ufgasusT (Absolute Income Hypothesis)

7.3  A9H (Summary)

7.4  we<dn (Keywords)

7.5  wifen™ yEs (Review Questions)

7.6  Aufuz yAsdt (Further Readings)

@€H (Objectives)
fer fearet @ niftmis 3 ge fefanradt dar J=ar:
o oA € Busdl e%s fHUis Aes ®et|
o foaUR wHes Ufga®usT @ miftwis ads Bt |

YA3=&T (Introduction)

fe3 ufowr wiftwiz feg wiAt aon Idt yYfsurfes nives w3 Busar @ feg Aaa &t fenrfimr st
g 8ua Busar o6 oiaT | da € FE T nIE-HHSfanT 3 BuUSTT SBs § YITeS 9T © et 79
wedt & wiftmis a9 38 8RR Aafts &= A3t & ge= o1t 31 fear o - (1) 2fds &% Aaus
fsgUam nmHes fHUTS; (2) SARIAT @ AR »iHes fATTS: (3) edisHe @ AaTel »ives TS
3 (4) Hfeawams! @ fies <o U3 fow faaist & feduar 3 ufow wirdt aen © fAos & ARy
&g fenrfimr &9 99 s fae 3 feo 99 Aoz AUT Ha AT 6 |

7.1 &7 © Busd @86 U3 (Keynes’ Consumption Function Theory)

asH 3 miuEt UASa General Theory &g 8usar ess € fAu3 § yfsurfes &zt 8RR nigAT,
AHAS BUSTT AHAS T8 YUAW MTHEs © €66 71 fer 8 fer yarg fenias dis A Aaer 9-
C=a+cy,

f8 a ussH& AW Busdr (Positive autonomous consumption) 3 A 8usdr 3 J9-nnEs
W2t gt ysfes der J13e feg nmes feg efadt (AF Ot ) Irdt ysfes adt deri feg mete
(constant) I1 ¢ AHTZ Busar y=fast (MPC) I w3 Y, y@Aw nmHes (disposable income) 3 At
&9 9F 3 g@ QuIasTe ¥ O% HJY S9T © Bel Jaet J|

Busar m3 ninHes &g fog Aag dea 2 ‘Budar @ Hafamifea fawH’ 3 warfaz 3 A3 eAer I fa A
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WHEs FUel I 3T BUS UIY < TueT J Ud F93 It uie HSTT few | en muet &9 ninHes few =fadt
(A aHY) d= &% Busar vgw J Fuer (AT wewr) 3T I ug vieus (proportional) gu féE adt |
fer a9 wreurf3a (non-proportional) 8Usdr g%s & 3= I fa nisUaTHts iR y=fast (APC) mi3
A3 Busar y=fadt (MPC) €] W& &dt uet 31 8sfa APC > MPC w3 MPC U&™3SHR (positive)
Jet 3 ug fearet 3 aH: 0 < MPC < 1. %if3H, daria 8usdl e&s & B3 AR w3 B AN € &g
A Ha fs3 famr 31 aen = feo AU nirssHRea fire dfenr faBfa feg Busar i3 viHes @
RftwehoT R AR & mraurf3asT &t fenifimr 5dt a9 Fa |

feg msT @ & vt neuTsa w3 39 - wiguTsa BuSd €% € IBeT a9e J1 BusdT <Fs
WU Jer I /e »HeEs & I9 Ut 3 APC Aftd 9° mi3 MPC @ g9789 J< frewr fosg 7.1 <8
fewurfen famr fAg 8usar e®s C B O 3 dewr J1 AT vHEs 99 ge= JOHA: OY, »3 OY,
der 3 3t fen C a9 € 5%-5'% E, m3 E, fdgnr 3 APC = MPC g7 mae {34, 45°a'uT%E
fde 3 APC = OC/OY_1n|%MPC AC/AY 1&@3&3%»@4@3{3@%%%%
%UE(WNEB’EUE)WAPCWU@'(W%‘UTJ‘T)%IT‘T:l33721%€C@LI§'GT€W%IOYW
Uue 3 C = @ ffg E3 APC >MPC, fa APC = OC/OY, »3 MPC = AC/AY = ER/RE, ud
g1 € OY, Ut9 3 AT C 799 45° 3w § E, fie 3 seer J, 88 APC = MPC.

A 4

C

o
~
m

N}

E,

(@]
(@]

Consumption
Consumption
OO

Y
45° 45°

0 Y, VY,
income income

fgs9 7.1 fgs9 7.2

3SH a&d & muEt yAsa General Theory &g 8usdr ess © fAuis § yfsufes
CiEW

1930 ¥ THA T »i3 &9 w3 1940 2 TR T Hu &g »ida &g fd niftwis o3 a8 73 g7 »id ©
f39wa 2% (cross-section) M3 &% HIfant (time-series) 3 narfa3 At fes wiftmist ST dan
o Bu3d e%s T3 yHfss dfemm Az fagum nives ufgasusT (absolute income hypothesis)
FIBE J|

1946 39 TAdSH (Kuznets) 3 AGAS IHW WRdIST © 1869-1938 €t niefa @ Susdr »i3 nines
T niafanlt @ wiftns si3T w3 fer AR T Busdr @%6 0.9 niaihn| @9 84 fer foraar 3 Ufmr
fa #1 AR <9 UTus3 WiASs APC feg 83 @t Az & ot y=fast are adt wiret fie ufgerHAegu
fAe-fAe ®H AN ST y=fast € &% nimHes <dt, 89-8% MPC © s9vad APC ger fomrr | feger H3®e
3 fa sr AR &9 Busar es fed fadt Aos ur I 7t s fie 3 ameet 3, iR T fese 7.3 8 C,
Jur Irat feurfen famr 31 §®3AHE & 1955 few Taar fer foraart e udtae ozt »i3 8 feu
foroer 3 ufrr fa R AR @ Busar @ss 0.87 A 0.9 3 AftT fanr | fos gt niftmis 3 usT grwer
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J fx 83 AR @ BuSd €8s di9 wisufsa J faBfa APC
> MPC 3 &1 Al Busa e&s nigufss 3, MPC = Y=C+S
APC fer 397 & nifiss feg e o Hss a9 96 mi3 C,
WIERH3fInT T B fea uIS! (puzzle) gz T | feast
§ AHST ¥ BT, nidd AT 3 MSEAHSS 83 AN i3
BH AN T Buar esat 9 HaIf3 (reconcile) faars =r
W36 JI¢ IJ I6 »i3 “fad & 7% Fse I 95 Qast
&g BusaT 2% &% AS33d 99 o Uafenrfimr a9z
T = &3 famr T17 v vt Gusar evs @ feg 45"
Y frorst @ niftmis a9 99 T | 0 income
fg39 7.3

AN
APC=MPC=0.9

Consumption

@?

at gt e 7 At BUSer %6 AT 9% YEAW WTHES € 886 J1

A< WBiae (Self Assessment)
fea= @=t § 39 (Fill in the blanks):
1. J&H 3 WSt YRS feg Busar e®s @ fAus § yfsurfes disrl

7.2 fs3um nies ufga®usT (Absolute Income Hypothesis)

aar & Busdr eBs § fegun nmies ufgamusT &t fesr famr 31 #37 erer 3 fa /e »mies <oet 3,
3t Bugar & Jger I ug fEu niHes g efatt & »idmr wie Juer I »i3 fedHr &) feger H3BT I
fa 83891 W3 wiHEs & Ay J9-nauT 3a I | AHA s w3 »9ed ATHEH & WBd-nisdl miftmiat
feg fer ufgrmusT & ufgrs 3T w3 for foraar 3 UR fa Busar w3 winves f¥g misuasis Hag
IT-nraUf3x I, U H HIS (time-series) nast 3 feg ursT &aer I fa fes €&t @ W AN @
Heu nau3a 31 feg Busar niHes @ feead nidua@te J9-nreutfsa Susdr e%s © Bug 3
AISE & HiftmiH &% Jer 31 frie &8t niHes ¢ f9e a9s 839ew J¢ oo | fos agst & g9t
wid St AT It I

Ae HSigeE (Self Assessment)

sgfeamdin yas (Multiple Choice Questions):
4. EUTHG QU €% I-

(®) dJ9-nraurfsx (o) nirguT3a

(®) fea niftmis (7) fee fes ot &t
5. ®H AN © Busd %s Ja-

(®) nraurfsa () 39 nrEUTf3R

() AHBUTSS (7) fee f&g aet &t

LOVELY PROFESSIONAL UNIVERSITY 69



AHAS nidEATAST © fAgis

70

6. € AH3E® ©f »eUl ¥ ¥9'E MTHEs <Uet J, 3T 993 <9 3 5% <faul © &% &% <uer J-

(®) Busa (of) WiEUST
(®) ¥Jg (7) fee f&g aet adti

ufaer, 4. 2fis 3 fer ufgas3ar e udtas a9 ¢ SEt 319 »i3 AR ufgear @ e wiftvis' &g
ufgrust oed AHS 3| 89 fer fommAan 3 U fa fae ufgea & ufgrufs (holdings) feg
sfodt gt 3, 37 ot & Busar &t y=fast duz ®art I fae ufseAegy Baat @ Susdr e®s 83
&t g § fuAa et 3, g, gn fere-gn @ AU 9T 3 i 3 JE 397 O wIg BudarsT eHst
593 3t &7 feear fég nrdhir 95 | %ﬂwﬁmwémwﬁwm@%éwa
fura A/er 1 39, gu @ ge ¥ AN %9 Afodiaes < y=aist <0t 91 Itz 339t 3 Arfodt et &
Wd nirEEl € BT ©f feR qusT &% Busdr e%e €83 €t nig Adfamt 31 fabfa 83t g a1 a9
T o nuEr A HAg € Susa & yefest <o
J1 98, BH AN © UTW36, % Mgt <9 g Ba
T Yf3ms3T fodzg <o 99t I1 Ao9 - B aHEt
Bdt age, ed < 8T TH3nT v Qugar 3T age Jt I |
fer a9d Bua’ &t fasst Suz &% Qusar e%s €3
o nig § fura At J1

“fsgUH vitHes O3 @ 3T, fer 397 € a9eT
5% BUSdl €% © UTT d nig %a39 8 It fu-
Aafent 3 fast fa $1 AR @ BusSdr »i3 ninies @
feg »reUTf3 Hag AUTUS 9z © et 8 J1 w3
fen 397 o fed Ao Wi e IS I AF fx
ATH NTHES © w9 3 AgfUs d9-nreurfss Agg
Y3 ger 31’

2

THE 3o = Busdr ess i3 3 vy fegg UF &9 |

N\

Consumption

Income

fg39 7.4

ﬁwaﬂnmeauﬁawafaza74feaﬂuﬂzé1?ﬁwﬁﬁ|ﬁc BN HR ¥ f3a9 Qusar ager
3, ﬁ%ﬁ%nﬁrwﬁnﬂ%m%mma@m@%@% @L@W»@W%ﬁamﬁaﬂ
$ yde gaeT J|

8eragz, © BEt fen <39 3 A i3 B fignit 3 APC w3 MPC 59789 35| Cs, w3 Cs, B3 AN Qudar
6 36, fiee a9s feg Gusar evs Sowadls §usd @8 C, ¥ a7 5% fig A 3 fie B &t wig
83 & Juz &It J| uT Cs, w3 Cs, @mﬁmm%ﬁeﬁgﬁﬁ%wm@mﬁw
ﬁaeﬁﬁr%mﬁamﬁeﬁaﬁ fenm?fezrﬁwaﬁ »nwu*f‘sanaum%ww?u

feger mitE=3Ha HBETEs (Its Critical Appraisal) - fer fro’s & &7 gz feo § fa feg niies §
m%ﬁm%wﬁw%ﬁwﬁ@m@aaw&aa@mﬁwﬁ&m%m
st st /1y feadt et feg 3 f fog Sig-neurfse Busal g5 € HifewsT #ag T@er 31 fie
At fa 4. mis 3 s a3 3, “g= fmmes9 nider R3St feg HARR a9 &d 76 & varags usar
®s mreurfsa Jer I faer H3wY foglar nmies ufsamsusT © ywu fras § sargsr 317
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A< y&iae (Self Assessment)

I3 23 a2 adst & Adt w3 a3 &t ufowrs a9
(State whether the following statements are True or False):

ﬁl

7. ood © feg fHu's widsAAea fig dfenr faBfa feg Busar w3 niHes feg Afiwsia A

AR & viguf3a3T fenrfin a9 AseT J1

8. 1946 &5 SHACH & AUSS IHW wiRfdar & 1869-1938 t niedt f&g Busar »i3 nHes

T ISt T niftnis 13T
9. 7 WHEs Sudl J 3t Busar &t Suer I

10. BusdT <Bn €T ATS3T 99 & Uadfenin g9 & u3s a3t fami I

7.3 FY™ (Summary)

Busar n3 ninHes <9 Hag don & ‘Busdr © Hacfamifes fooH’ 3 miorfas Ia A3 wAe
T5 f& A nitHes <uet I 3 Busar yag &t fueT I Ud niUaHESEIS wie HEdT 91 e
Haer fég, niHes g <fadt (A7 HY) Busar yaw <t Suer I (AT wieen) 37 I g nipurfsx

(proportional) gu 3 &t |

7.4 WYEdH (Keywords)

o IB-HIS (Time Series) - AW HIST |
o f33wa g€ (Cross-Section) - 23" B3 &€

7.5 nf$H yHS (Review Questions)
1. Aod = Busd e%s A3 3 3AT &t AMSE 37
2. foaum nme ufgamusT @ ot 3= J°?
3. fooum nmies ufgasusT @ AHIASHE HBTEG &9 |

€39 : e H&iaE (Answer : Self Assessment)

1. General Theory 2. Qusar 3. fsgum
5.(®) 6. (8) 7. 3
9. Adt 10. At

7.6 Hufag URSAT (Further Readings)

&

4. (®
8. Adt

gaw 1. Hocfeaafian : gGdt »3 UfsHt : wE. »iF. g, wiA. 3¢ UIfsans,

2010.
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feargt-g. AUE niHEs UfdamusT

(Relative Income Hypothesis)

fem =AZ (Contents)

€<% (Objectives)

YAIRST (Introduction)

8.1 AR nHEs ufgasusT (Relative Income Hypothesis)

8.2 HUH nHEs ufda®usT € mi@garet (Relative Income Hypothesis's Criticisms)
8.3 HY™ (Summary)

8.4 wWI€dH (Keywords)

8.5 nifgw™ yEs (Review Questions)

8.6 AU UN3AT (Further Readings)

@€1 (Objectives)

fern fearet @ wiftrrs 3 ge fefenraet dar Jar:
o FAUH nMHEs UfdasusT § ATEs BET |
o HUH nHEs UfdamusT & migsTe § Aas BET |

YA3=&T (Introduction)

BusdT e%a feRTa nirug AT @t fenrfim s9e 38 SAGa! feumer 3, “Aag »iAt BusasT feeag
o AHfrret § THST &8 ANSTT 91 g6, 3T wHT AY T Busar 8% & Annrfrag yaeitst § wifanmse
@a‘”raéaﬂ|”@u§'me1€e°rrm-rﬁ|auaﬁs“r 3@@?@3%1‘3{%@@1%3?&%8»@uﬁ
W%m@ayﬁﬁﬁﬁwﬁs@nhﬁémmﬁgﬁ%

8.1 HAUH »"™HE& Ufga®us™ (Relative Income Hypothesis)

#HA (James Dussenberry) SA&EdT & AR nHEs UfdasusT dad € Busdr fAa’s & warags
Hfa3= @ WAL 3 »afas 1 3AGEST @ JfoeT J f& (1) I9 feniast e Busar feeag Ae339
&It g U9 Y3 I feniast @ feeae 3 fagsa der 3, »i3 (2) fa Busar Hau AR feg niufaeassia
Je 5 m3 yfgea3ald &t de|

W3 Afemt & BusdT B9 € &% HaES oI3T A< | feR 397 Budastet @ niftns fex € 3 fogsa
Je I5 Ifen g gAeEdt yse (Dussenbery Effect) At YedHaardt Y= (Demonstration Effect)
afde o6 1ug, st AHETent &9, Ba € AaH niHes & »isgdt 8usar uafont 3 fogurfas age
5| for Tat fenfeast ﬁAPCnﬂWwa@aﬁﬁ@ﬁ@mm@@L@aﬁamm%
Bt niud nines @ 83 foR ©F Ages uRdtl et Mie, »ESfes aidt fenisEt € APC @ St
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ﬁl

faBfa 8 nirug aeifsn w3 Afamit © Susgar g f3a9 uATE & w36 a9 J1 fee 5% 0 AN
2 APC &t RfEg3T RuRe T At 3, faBfa o fHeae wie 7f < APC H3fs3 J medt | fer yarg
7 &9 fan 2w &9 »inies T foguy mirarg @O A< , 3t & ASt nigafeerar & APC mHes © €9
fogty Jue 3 Afe Jddt |

SHeEdT @ fAuiz & €A 391 3, ‘wmiEs € fusst 9t (past peak of income) UfgamusT 7 Bugar
%6 3 nimuadts 839-v3< ot fanrfinr s9et I1 w3 dad @t f&r HesT @ dsT a9dt I fa
8Usar Aau ufgegsaiu 31 fer ufgasusT & AauET 3 fa AHfadt & wiedt @ St Qusar <04 »is
JST-T& iy vy § <o 88 YT ® ning® (adjust) a9 3@ | AT fex 9 Ba neEs © few ferm
89 Uug 3 U AT Ia w3 for fies Uud @ wiet J AT 76 3T et @ g9 <F 89 nrud Busa v
& &3z § favmg 5t JR 1 3HeEdt @ muet &, « fan ufge @ &t oY 9 <0 uew § Jo &t
gA® 89 U9 ¥ ude Wi Ju Afes Jer I1 fer 397 AR AR ninves fsarst I usar & fsawer
3t I UT miHes RT <t & o2 uie nisurs fE, fatfa Susar § gae gus ¥ wet BusasT uaw
S9e J| oAt vig, AT AHSES (recovery) € AR &9 nimHes Soet I, 37 593 oo 3 &% <fodt @
&% Bugar < Juer J1" € nigERRSt I8 YIT Ifo I5 |

T

32H 9 fenast & Busar feeud AE33T adt Jer feu 3t 99 foniast @ fesow 3
foge ager J1

SHGES & niust ufdameret fieag feors o fea gu e Um aisT 3 -

C, Y,
Y.,
AS HBIE (Self Assessment)
feaz aet § 39 (Fill in the blanks):
1. #HA SAGES S AR niHes UfSesuaT ... 2 Busar fAus & narags HssTet
T niARtaS 3 vrorfa3 I
2. g9 ot o QusaT fesoo AedsT . &dt Jerl
3. BusaTHEumAfem ... Je I51 A
a8 C w3 Y g9HA BuSar w3 »Es I, ¢ T8 AN & TR 3, (0) C,
ufad frmmess U & w3 a ta3HE Busal 5% Rews I mi3 ¢ C, 52 Cs

Busar ese J1 fer mitags 9, % AR @ Busar-nHes nigu™s
(C,/Y) (=APC) 8 Y, /Y, & &&& Hrfenr famr § ge fusst
frmme3g »HEs 5% TT% »THES T PidU3 | A fET wisuts
Rfge ofoer 3, fir 7 Afags o ot wmies & AN e g Ey s
3, 3t T7% Busar niHes mieus AfET grfoet 31 KeEt © €9, AT Yo inZéme Y2

T8 nnHEs (Y,) e fmress nives Uoe (Y,) 3 88 fsaret 9,

3t g1% BuSar mmHEs (C, / V,) | fess 8.1

AUE niHes ufdasusT § Jurfasfos gu 8 fose 7.5 R feurfenr famr 3 frg C #0 Al 2 Busar
e%5 I »3 C, 3 C, nBsussis BUSd €86 J1 He srfent i nmies OY, € fmiess e 3
J fag 83T E,Y, J1 = »meEs fadae OY, 3 At 31 fa€fa 3x OY, uTe 3 ez yug @ »ret
I3, fermet §a niug Qusar § weas E Y, Uu9 3 adt =, F8fa nuet 7% g93t werad M@

Consum ption

o
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8usar fS9 fAst I A s@a3H St aeedr | fer 397, 89 C_, <9 § fug &t niv A 32 C, foe f3ae
UrEd w3 Busar € C,Y, Ut9 3 fasdr | A AHSE™S (recovery) € AHT Y deT J 3 nnHes S0a9
fues nmiEs € fimrersT U OY, 3 UA Afet 31 U3 Busdl C_, T € 5858 J81-38t C, 3 E,
3 Un Aer I fatfa BusasT vaar niust gu3 © fugsT Ut ATTUS a9TEdl | Had ninHes Judt I8t
OY, Ut9 3 YA Afet I 3t Qu3asT 52 83 AN @ BUSdT @®6 C_, 3 C, T5T € 5% 7% 83 &t »ig
E, 3 E, 3 YA 74| #d9 »HEs &8 OY, Une 3 feq @9 &9 Het miatt , Busar fsaiaa Qusar
&6 C, € a%-5m5 C, fig & g A=ar »3 niHes f3aa@ OY, UuT 3 nir A<dlt| U3 BH AN @
AHSES € 89'F, Busar 39 BH AN € Busar s C_ € & 3T f3ar9 <uer re f3a9 fa 89 83 AN
¥ Busar @85 C_, 3 adt YA Atet | feger araz feg T fa Ae »Es »ug T93HE UTe 3 OY, 3 »idt
2 At 3, 3 SN AN ¥ Bugar nHEs wiguTs (APC) Aftg # Aef 1 83 AR @ Busdr es €3 &t
3 fuAg &9 C_, 3 C_, fomm Aet I U9 BusasT ®1 AN € 8usdt @86 C 3 E, 3 E, f3a9 A
I5 | UT 7 »HEs fEat I 3t BusasT C, @ € Ute & w9 E, 3 C, f3a9 A 751 fe ‘TJue
WAI’ (Ratchet Effect) I1 e B feg nines Sudt 3, 37 863 Busal ess fazfazmer dfenr €3 &
g g I, UT AT mirHes fearet T 3t fog g8 & vig fura a9 ufast @ Jug f3ag &dt nmer|

9}
at At e I A€ AYSE'S € AN © 89'c nTHEs Suet 3, 3t 583 &9 3 &' gfodt
T &% Qugar ueT I

Ae U (Self Assessment)

ggfeamn yas (Multiple Choice Questions):
4. BuSaT T nifsHE fex en 3 JQ Ta-

®) fogsg () A3
(@) fogras (m) fee feg =t &t
5. far myefenr &9, Sat €& AT nHEs T nied Susdr uafonr § a9e I6-
®) yfs=afus () fsaurfas
(®) ue (A) U
6. Busa Agg AR <8 wufaedsaty ge I, wid adt Je -
(®) rnufgegsfon () Aefas
(®) ufseasfaw (m) fee feg o=t &t

8.2 HAUH nHEs ufgasusT &t magsrer

(Relative Income Hypothesis’s Criticisms)

Hog 3AGEr T fAUTS gre wiftis™ »i3 B3 AN © AT BH AN € 3% HIat wiftrst @ &9 y3ur

fedut & AHUs J9eT I, 39 <t fog o &dt o fee f&g s &t I -

1. Busq &9 wigutst =fadt 54t (No Proportional increase in Consumption) - AR WTHES
a3 &t Hfenrst feg I f& niHeEs w3 Busar feg nigurst =fadt J_dit | U9 ygs AT g
3 J= TE minves & <fgdt @ Busar f¥g AeT nigust efadt &dt It

2. Busa w3 nmEs &9 y3uR Aad &dt (No Direct Relation between Consumption and
Income) - f&g fAu3 feg Ha a9 Ter I fa Busdr »3 nmes &9 Y3ur Aag der 31 U9
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nigs< & v 3 feR 3% @ AHIUS adt deti femmurfaa Hfewnr @ ufgenregy Busar Aer
adt wieer| BergdE € BT, 1948-49 w3 1974-75 & fenrurfaa Hfenr @ g9 Busqr we
aat Ifemr At

. MHEs © fe39F nufgesfss adt  (Distribution of Income not Unchanged) - Ur &i3T
famr fiais fer Hfan3T 3 nrarfas I fa At niHes @ U9 <9 gee< 3T &% & nimies @
fe39z Ba=ar niufaedfss Ifaet I1 AoT viHes S8 T I © 57%-67% WTHES ©F 20 AHTGST
&t ferr &g ga9r fesas Jer 3, 3t nlEafg3 gty w3 nvidEeafs uat ufgeat @ Heus A
feniafan & APC wieat| fer 3at AR ninves SUaft, 3t Busar ess 83 & niv fura a9 C,
3 C_, 3 &t niar|

. 8ysusT fe=aw gE®= (Reversible Consumer Behaviour) - HfEas fedan @ W34,
“BugarsT fegud ydt 397 3 nufgedfss I & @A AN € H3T JB-J8! ufgedfss Je Ia |
7e fue® fimesg tug (831) 3 frasT & e ANT %ar Aear, fued fimmersg nitHes Jud &
T8 U3 3 8ot It Wie AT URAr | 7 AaT niHT feg & AR 96 IF fx far BusersT 3 nrug
fue® 893 vinies UTT (83) 3 fa” ygw ager A, 3T &t feo A% AaeT AsT adt of 8T o=
fon Sa1 5% ¥Ig I9ar |

. 99 agar & suanie (Neglect of Other Factors) - UH &137 fopar fAuis fem Hifenmsr 3
s 3 fx BusasT @ vaw €U J= @ geww 8¢ fugs fimesa nines Uug (§8)) &
Aeu Io% T5 | feg fAu's fer aw9 &g a9ns 3 1 feg BusamT feea & ygrfes a9z @& 49
Igat fAe UfgRufs uga, Afgdiaas, ME-HageT f<g Fe8<, o QUSIET THINT & MEHG
nife & sHane™ J9er J1

E

ZTHE AUH WHEs UfgasusT 3 mue fegrg fanrs a9

. BusasT mifanrz efimrr 3 f5999 &dt (Consumer Preferences do not depend on Others)-
fen faus €t fea 99 memsfea Has™ feg § fa BusasT mifs gAfont 3 fogsg I8 o5
fare ufgeAgy foaR BusasT & y99 BRT Uat =it § Busar wifon 5% Hag Juer J1
UJ3 99 @9 &g fagr &dt deri 4. A9n a2aT (George Katona) € yfswigw niftst 3° usr
e I fa QusazT waw 9 yfammret w3 yeafant e gg3 <37 9w Ifder 918w afoer
3 fa HI3=am=t ¥ ut9 3 »iorfaz nives -yf3wmaret w3 ufgrufs oestet @ yfs yeafamt
BusazT ygw feeag § years Y3 o T I0 yITfes gget I

N

. feudls famst aHa mAT (Reverse Lightning Bolt
Effect) - 4. AfHE w3 Y. AdAs 3 WUE ngse &
WOTgt 3 SAGEST ©f vBEsT aist J fa Het 3 g
niHes @9 A3 AYSE® (recovery) dfemm I 89
J9C VAT ¢ I9T adt IBIX BUSST @ BUSd nigse
‘feufas famdt ava viFg’ <t 397 de a1 feg faof
ferset ot QusarsT Het 3 gE nEs § JUE 5%
g BUSasT § ‘nifsdsg mes AfaSsT © S5z Iat
3% Toer §1 fead fesv 8.2 e fewrfenr fomr & — > >
fAg Busar Yust It ninves @ Suz @ &% feurfonr

famor 3 i fudlts faviast &t v et 3 fess 8.2

Consumption
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& AS U (Self Assessment)
I3 &3 7@ adst &9 At w3 ae3 & ufges a9

(State whether the following statements are True or False):
7. SAGESt @ fAUTS SAe niftmiat »i3 B3 AR w3 N AN € % A9ET @ wiftmis © feT ysuA
fegut & AHTTs S9eT I
8. HUHA nHEs ©f Ha3T &g 3 fa ninies »i3 Busar feg nigurst =fadt aedt 31
9. Bugar w3 mHeEs feg yswr AgT ger 31
10. YJE IAdr U4 3 IT @ nitHes ©f fadt &% Qugar &g AeT wigutst faftnr Jet @

8.3 FHWTH (Summary)

SAsgSt v fAU’s @ g fomr 9, ‘wiHes <t fugst 92t (past peak of income) ufgamuaT
#3t Busar e%s @ B3 AR 839 e’ & fenrfimr a9t I w3 don & fer a3 v dsw
a9et J fa Busar Hau ufgessaid o1 fer ufgrsusT & FausT I fa AHfadt @ @8 @ @9
Busar U w3 TFI TH wuE vy § o 89 Uug I ANEHS (adjust) ST BT

8.4 HIEdH (Keywords)

o AHW3 (Adjust) - AHTI3 |
e HH3ES (Recovery) - €979 &I |

8.5 fewi™ YH& (Review Questions)

1. AUH »HEs Ufga®uaT 3 3ATt ot ANST 37
2. HUH WMHes UfgamusT o midasT a9 |

€39 A 5‘8"’&3‘ (Answer : Self Assessment)

1. d&d 2. A=339 3. nufgeasaia 4. (®)
5.(n) 6. () 7. At 8. Fat
9. At 10. IB3

8.6 HYfUI UASAT (Further Readings)

&

gaH

HasfearafHan €t = : v, WA, &8 AEtE od uafears, 2012.

HISfEasfHaA : wiH. J. gag<ast, fontfenr yafsfaar T€A, 2010.

3. Hasfearafian : feaaiHaaey, eBagehs M3 UfsH : grade f& T% »i3
3fes v, tus, TfesT gar/ |, 2010.

4, NIIFEIBHIA : GG w3 UFSHT : »ig. »i%. AT, WA, 8¢ UafBans, 2010.

N —
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fearet-9: FETEt viHEs WS HiTs sa9 UfgasusT

fearst-o: AETE e W3 Fies Ja9 ufdamusT
(Permanent Income and Life Cycle
Hypothesis)

few =AZ (Contents)

€< (Objectives)

YAI=ST (Introduction)

9.1 AETE mHEs Ufda®usT (Permanent Income Hypothesis)
9.2 +ilws a9 ufgasusT (Life Cycle Hypothesis)

9.3 AT (Summary)

9.4 wI€dH (Keywords)

9.5 nifgw™ yEs (Review Questions)

9.6 AUz YA3AT (Further Readings)

€< (Objectives)

fern fearet & wiftrrs 3 e fefenradt Gar J=dr:
o FETE nTHES UfTasUsT § Aes BET |
o i< TaT UfdamusT § Aas & |

YHI'EST (Introduction)

BusarsT fearet ninies & faR W39 @ BuSar a9 Ao! I (AT HASTE! J fa Busdr &9 At )17
feg viHes faR ufgerfax fearet < A J&t I A3t a-faf3a (time -horizon) »i3 g9edf@sT 3
foggg a9<t J1 fewd nieg feu Ag AN I g6 fAR ufge™ & 319 H&< (non-human) d&-nEAaT
(earners) & fen@f393 JIF, nigrar & nigfad afonr € I fie fa e feerm, niefaa afonr
T gt et |

9.1 FEE MHES Ufga®us’ (Permanent Income Hypothesis)

WEUTIT A AN W3 J9-naurf3x 63 AN € Busar ess @ &9 y3ur fesu v fex 9 mvos
g3Hs (Friedman) 3 WU AETET ninves UfgamusT @ HiftH Irdt UR o371 edisis & fer v3
& wiAstaS 3T fa “g7 A HTfus mmies ™ (current or measured income) 8usar v99 § foguras
Jet I w3 fee gt 3 898 fog Hfenr I T Busar w3 udw, €at @ It € € foi J¢ g - AETEt »i3
WEAETET (transitory), fAe

Y, orY=Y,+Y, (1)
3, C=C,+C, (2)
faa p AETEr v t wAETE, s Y wiS Busar C § famis ggeT I
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BusarsT fearet niHes &t fAR HT39T e 8usar a9 Aaet J (AT HASE! J fa Busar a9 Aaet 3) 1 7 fea
HEs faR urfaerfoa fearet & yR d&t I A5t a®-Af3A (time-horizon) w3 gesfi@3T 3 fagsg
a9dt 31 feed vivg feg rg A 7@ 76 fAR ufge™™ & 39 Hae (non-human) Ta-nigrAaT (eamers)
T fonaf393 a1F, nigrat & niafax afonr @ giF fAe fa Brer feerm, nafaa afon & g7 nret )
faBfa Busars &t Wiz nmiEs w3 I8 nHes Y 3, ferset feo far & mn e EREt Aaet
WTHES 3 T AT Uie T ASEt I | HTUS niTHEs »i3 AETE! niHes &g for 39T @ »izg vinves @ FETst
faR (Y) € a9z J2 T5| wiaRiHK &3 »i3 aaAs M3 FdfonT ufgedss € ufseTHRR Y niRETet
YTHES U AT We Aae! J1 369 MTaAH &8 & I98 WAETE! MTHES U™SHR (positive) J<dt 3t
HTUS WTHEs FETET WHEs 3 *U A4t | Had 99t I ATE &% (Wid 5HS € J19E) WHETET nTHES
fassHa J4tt, 3t HTUS niTHEs Wedd AETEt niHEs 3 W J A4l | WRETET »THes fAd <t 3 Aaet
J m3 8r AfESt feg HUS ninHes AETET nitHes © 9999 dedlt |

AS U (Self Assessment)
feaz @=t § 39 (Fill in the blanks):

1. SUI3HG fer H3 § AR a9 06 f “88 AT HiUS mHes ™ ... % fogurfas aaet 1
2. WIAHA BT N3 aaA™s M3 TSI Ufged3at & UfSESTHASIY WAEET MTHES ...
AT I

At Busar 85 Aeret v E I g far um AR @ fT Busar agz & Grer aret AfEt 91 Hius
Busar § <t € formr f&g fenm A AT 3 © AETEt Busar (Cp) i3 niFEret Busdr (Ct) | HTfus Busar
AETE Budar 32U, uie »3 8% I999 J AgeT I A3 fX oA % 3 foas9 9ar fa nirgret Susar
UsSHa, feEsra »i3 fAd 31 AErEt Busar (C) AETEt niEs (Y) & IER (k) JeT J1

Cp = |(Yp
"3 k =f(r,w,u)
fermet C, = k(rw,u)Y, ...(3)

A8 k @), faura & =9 (1), I8 Us ¥z TTHSST niHes feg AUSt w3 di9 Aust niHes @ wigus
(), »13 BugarsT &t Busar y=fast (u) &7 e J1 feger ez Aftia k( = C, /Y,) I 7= fa maret
THES 3 AR339 J1 fer 397 k Bugar &t AErEt mi3 AT y=fast @ w3 APC = MPC.
dsHs 3 85 yf3amaa (off-setting) 33t wr femdns &i3T I fist & fog ufoam yuz Jer 31 farrm &t
w9 (r) & 3fenr 31 1920 ¥ A T fem R SR AN & (secular) US® T fonr 31 67 & k & ¥& <os
AT I| US THSS Us (W) 5% RUST »i3 39 AUST »iHes @ niguts feg 80 AN & u3s Jfenr 9 fae
% k T 1% uiger 1 Busar &t y=fast f3w aeET 5% yse3 It I ufost, gaM (83) €t vt feg
37 U3s Jfenr I fie &% Afgdlaes @ a6 Busdr ftmr J1 o2 5% k (&7 1%) <ftmr 31 &8, ufgeat
T g 993 We J1 ferR ge3 <0t I w3 Busar uifent I fae ufseHA=aY k & 1% uie Sfenr 1 f3h,
THE % AT AIAT o frimmer feerer 15t ot 31 f5R &% 2U 993 Jus & & We J ot 31 fee
&% 20 Qugar €t y=fast &t 3 fAe ags kT ¥E Sftr 31 fes yfsardt 3=t & g% wiRd feo I fa
AETET niHes foR feg ges< @ niguts 3 Busyr <0 A J|
fer 397 €8s € H3TX, AETEL niHEs w3 Busar 9 nireurf3a Heg Jer 3,

C=kY, .(4)
A8 k »iaufsasT & gE J fAe &9 APC i3 MPC wied dt Ia »i3 Az 83 fisd aeat 3 faase
g9er 31 en Hue' f&g, fu AETet niHes @ 89 niguts I faer Susar o3t Aet I
IE niAt AETEt nHEs § e 95 g isis a9 mafant (time series) ® wmaa 3 feg Haer § fa &g
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A3 T MTHES W3 nins fugst wiefim & »ies 3 fegsg aget I (Permanent income depends
partly on current income and partly on previous periods’ income) | f&g fer 397 Wt A7 At 9 :
Y, =aY+(1-a)Y,, ..(5)

fE Y = S93Hs AR & FETE »iEs, Y = S93HS AR © 9% viiEs; Y, fued mr & nvimies;
a=Tfu=d AN (t- 1) »3 TBIHS AN T T nines 9 gese o nigu3| g AHtaes ereT 3 fx
FETET »THES TI3HTS AH & mHEs (Y) w3 fues AR &t nies (Y,_,) ni3 8at @ 8 niies gese
T WigUT3 (a) T AT I | Add TIIHG WMTHES feaeH 2u Al I 3T AETET minves &g we efodt Jedtt |
HETE "THES € J0S © 7% WTHES § oSt AT {309 d0sT uer | 39 Ot & AHSEd fa 8T <t 31
madE (4) M3 (5) ¥ AHGHAS 3 MBUTH6 W3 Touasls Susd evs § fer yaa s fones
&3 AT AdET 9

C=KY, = KaY,+K(1-a)Y, ...(6)
A8 C, = =93Hs niefo v Qusar, Ka = B3 AR MPC; k = 8 AN MPC; »3 (1-a) Y,_, 83
AR BuSdT €% & gaee (intercept) J1
BHE T H3TS k3 ka fea eA 3 35 I i3 k> ka | 29 k &adr 1 (fex) & g9 aer I i3
ka fAd (0) =1
AHtagE (6) TAeT 3 fa Busar fugst »iHEs w3 T93HS nHEs O 3 fags9 ager I1 Susar @
&et fugdl nmies ferset Haseyas I faBfa feg #a § 3feu & nmes T ygenaHs sarGs feg
AoE Jet J1

|

3eH B A HTUS »mHEs usar uaw § fegures aqet I

feret Ha3= (its Assumptions) - EBHE & THES & AUTE w3 niFaret faffmr @ S8 Haaf @ 99
feu I ffimr Hazret Ui aifanr o5 -

1. WAETE »i3 AETET s © &9 oSt ARET adt I

2. AEEl vi3 wiHETEt Qusdr @ &9 STt ARET &dt I

3. nAETET BUSTT W3 niAETET ninves @ &Y JEt ARET &dt T

4. <% AETEr viHEs fET 9T @8 e It Busar § feerfas gu 3 ygifes aoe 5|
feg Hast Stais ® fAU's ¥ f3owa 2F (cross section) ufgemt & eAet I fAst @ HSTd 83 AN
T BusaT e%6 T w3 d9-nreurfsa Jer I1 I® APC > MPC w3 AHISIG Busdr e%a Jdn
w3 weusa ger I 37 APC = MPC. f8339 9.1 §i3Hs €t Raret ninies ufdamusT &t fenirfimr
gaer J e C_ B1 AN € Bu3dr a6 I6 A9 of fex fenadt & nmies i3 Busar € g ®H AN
T mraurf3a Heg fens a9er I fA APC = MPC. C_ 3i9 »iaurfsa 83 AN © Busdr ess I fig
HUS TT3HE niTHES & AETET »i3 wiRETEt €2 foR ATHS 6, C, i3 C,| €3 Td9 OY mTHEs e
¥ fie E 3 99799 g% A8 FETE wiHes w3 WU minves fod fadt 3 w3 for 39t Auret i Hius
Busar (YE) fea fadt T1E fig 3 nAget a9a adt U@ A | #d9 BUSIsT € nmiEs JU &9 E
J At 3 3t 8 nrut Busar € nmiEs T <Ot @ HIER e feR wet €9 C =a9 E 3 E, €t
i3 aIf3 a9ar fae 83 AR ff9 Goet wil” »miEs OY, 3 »3 Wz 8usar Y E, 31 U3 7@ OY,
WTHES UTT AETEt vitHes U9 J A J 3T BugasT fege H3ga e Busar &g <fadt adar fae
& 8ast & Qusar eBs C, fura ag 83 & C_, Trfem A=ar w3 B AH € 8usar €8s C_ & E,
fég 3 dear | fer 397, OY, FETET niHes Uae 3 8usaRT Y, E, Buser aaar|
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disies & FEet ves s 39w 2€ ve wiafsmr 4 C,

2 niggy I | BH AR & WS, niHEs w3 Busar @ <9
AHGUTST HET § EAC J6 | UJ BH AN AZ®6 Hadl ¢ fage
WHEs & B3 AN © 839-gue 3 Aafus wiftme' 3 usT
& J fa Hfuz niHes w3 vz Busar fee d9-nraurss
Heg J1

Consumption
(@]
w

A4

m?

at AT AEe I AETEt ninves w3 Busar e nisufsa Heg Jer I

feg st (its Criticisms) - @9 <1, feg fAu3 f&g a3 &fimit 76 -

1.

wAEE nHeEs w3 Busar f$8 AOREU (Correlation between Temporary Income and
Consumption)- g3Hs & feg Ha3™ nieAsfea T fa Busar w3 wiHes & wiFeret fafut
&g o<t AoHaT &dt Jer 31 fer Ha3™ & H3®Y fEg I fx AT ufaea nines ot 7 et 3,
3t BreT Busdl & 3T U I, & It weer I, falfx 8 8Fe® & 37 993 a9 I »i3 & It uIg
gaer J1 ug feg di% emsfeq QusarsT feeaa & 8®e I Aag fan fenast § wranfia &3
YUz J At I 3t Q0 At I 8 w3 T AT adt ager Infa 8RS AHAS w3 nitfia gy
3 ny I8 QUSTT 3 U9T ager J1 fer 397, Aag fan feniast & genr geme et 9, 37 89
St Bt & YIT g9T & BT B I I H 3 IwE T B &t IHAr, THIA MUS TIBHE
Busar f<g a3t A I€ S9ar |

A3 m™HEs <941 & APC f&d fadt adt (APC of all Income Groups not Equal) - €8Ha &
Aot qoer 9 fa 7w ufgeat & APC, 3 89 dtg T A dat, 31 AR &g fea fadt It T
U9 feg 3% ufgest @ niH feeag @ fesu 31 oo foa emr3feasT I 1 e nines @8 ufge
WS niHes © Bt & form ot & AH3T adt Jue fast I 20 witHes @8 ufgeg | ferer
fea v\ 9z feg adt fa Bua' € ninies U I w&fa feg &t T fa st wiodt 3= § yor
g9z € Bt 8T It Busar & g T93HE Busar § TU HasT ¥4 We nmiEs ufgerst €t
g3 Qust & niHEs & AUEST few we It I Aefa <u windes I ufgeat <t g93 Baf &
nHEs df AUEST &g <0 Jet 91 fed fadt romet ninies Uog @@ Sa f3ag & 593 = uug
Ui Jer I, w3 Bugar v

nmiEs W3 BUSd 5% HaU3 widx AEet @ yud 83T dfen (Use of various Terms for
Income and Consumption Confusing) - €5H& 3 Wz framst feg A=t ‘Remet’, ‘mimrEmet’
3 ‘WUz’ AEet e yuer o3 famr 9, 82 T fAuist § 8@ fegr 91 wfus winves €t oae
&g nigfes <a &% fHs A<t I

HaY n3 39 Hoy ds f& @9 &t (No Distinction between Human and Non-human
Wealth) - FETEt nmes fAos & fea 99 aft feo 9 fa i Hou w3 d9-Hey ds &g
dEt g9 &t FgET mi3 niE T3 § niasfed femdns few, S grdt yus nmves § feg ot
rEEet fog Avs a9 foer 31 feg dfinr @ gege, witas felen © Faet 9 “mdfes qu
3 faor 7 AT 3 fa yHst &% fer fAais e mHeEs Jer 9 fa disis & yrses &% Susar
THS 5% HAfts miarTs § &t gu w3 &<t ferr fhet 917
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AS HBIE (Self Assessment)
Fggfeasun yas (Multiple Choice Questions):

3. 759 &3 ¥ IGE MAETEL MTHES T6'SH J<dit, 3T HUS »ives ... THEs 3 20

a1

(®) Faret () WFETE

(®) 913 (7) fer f&g aEt &t
4. WHEE nTHEs J At I -

®) <o () fag &

(@) vie & (m) feg feg o=t &t
5. 3Ho T 3=, AETET mHeEs w3 Qusar i Aeg der 3 -

(®) wraurfsx () wfers

(¥) AETEt (A) miAgETet |
6. TISHG @ H3ER, k 3 Ka e g/ 3 42 5 -

®) fea fra () f35

(¥) HI3Ud= (m) fer &9 aet &t

9.2 fies 99 ufga®usT (Life Cycle Hypothesis)

63 »i3 Helawust 3 Busar €t Hies dad SuamusT @ fagHs o371 fere nigAg , Susar fan
BUsIzT ¥ Hieea® &t yf3nfiz miies €3 fagsa amer I fea fanastas QusasT e Qusar fer
35 3 fog99 ager I fa BT SuUwsy HAUS (resources) at Is, Ul 3 yfses & €9 o I, Brst
Y9 96 ©f WreT ot I »i3 89 dreT fan 8xg feu g=et ot 31 EREt niHes (wi3/ARTeT) @
TI3HS HE T ugrufant w3 T8 3 YUz miEs w3 T8 (current) w3 Y3l (expected)
fHoaz-nmEs 3 YUz nimies AHfES afdet 3
fer & a3t (Its Assumptions) -Hies gd9 AU fegst Has= 3 mofds I6-

1. QusdasT ¥ Hiws o feu atH3 Uug feu ot ufgeass adt devi

2. fawrma & w9 Afgg 3fdet I

3. QusasT g feams fRT ot ufarufamt yus adt e w3 BrRet fous ufarufsmt Bret

wuSt It ge3t @ ufgey Jet T

fea BugaT & Gen vE Fiws o g st BuafasT § <u 3 <u o gue 3, A7 & nidr
fer 9% 3 fageg ager I fa e fies o ff9 THI I8 niHeEs A ARG o I | fex fenast
o fies AN €t d= 3 Goer Busar B8R AR ® wigums 3 deT 31 U9 89 »U@ RO (THES) &
Y99 JIE ©F A GreT gt I Quer fowH g I fa Hies @ Bo @ AT (<9 Bust v yaw <0, Hies
¥ feg @ At g B4t It 9 i3 Aefoeafs @ foamy we § A<t 31 fer 39, Aew! & 8ua o
Uz 593 A foHew (dissave) J3dm w3 Busar 2u, wig g% <t 8He <9 <u 593 w3 we Busar
9T i3 gy T 39 ®sar AfET w3 B3 fAgr Jor firor 9w 3, fiag fesv 9.2 ® CC, @& It
fevrfen famr J1Y,YY, <59 feniast 2 fies o T e 8 fonafzas 8usasT & nmes oar §
yae gaeT I | g e @ /Y € AN e, frd fosa ffe T, ordt feurfenr famr 3, € »mug Busar
Uug CB § 73t fa Afeg 9, mm%a@r@awe’fCYBm@Wﬁa@alw@Fﬁ—a
2 feud A fiW, fag T,T, It fewrfenr famr 3, @U»m%aaﬁﬁméséfn@m%w
WE‘TBYSWE’TWWUlMFﬁ—%%w%Wf@G ﬁﬁTTaﬁ‘raﬂé]BTﬁmrrU
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83 SC,Y, H'3T" 438 FIe" J| C.Y

fer fAo’z € HeEx Budar far BusasT @ e a® T Y=ufHs v
WMHES & %6 J 13 fx 8Fe ARUsT 3 faggg ager J1 a3
ARt feg Bt & 918 »mes (Y,) I<t YSWTHS HIH »HEs
T TISHE U (Vo) w3 UfTRUfanT &7 T93HE WS (A) AHS J1
Busar e®s § fer 39t UF &t fomr 77 AEET T

1

1

1

: o

I Lo
C=f(V). 0 T, Time T, T

o

Consumption
< o
i lus)
_LL2
=< "p

()
il V, = o FRs At 3 fesv 9.2

wid, Vi=f (Y, +Y, +A) (2
fAg Y, = 98 nHEs Yo, = I=T YSWITHS AOH »THE® & IISHG HES (present value of future
expected labour income in period t); »3 A, = UfSHUSW &7 AR t 3 US|

ez (2) & (1) T yfsrous sga »i3 (2) § Rfta s=a9, w3 36 nmiEs 9 & 3oz WiFs
(weighted average) 9= 3, & QuUSdT e85 T -
C,=aY,+a, Y +aA ..-(3)

A8 a, = 978 »mEs € MPC; a, = Y3H3 HOH niHes & MPC; w3 a, ufsrufant € MPC, gz
APC 3,

Ct YI_e At
—ta,+a,t+a,—t
Y Y, Py,

t

N AN AT AN USHsS (over time), APC Afeg get I faBfa 75 »mies T FoH ninves & form w3
& AUfsnit 8 7% HHES € 576 MU' Al 3ifae 0w, 7e wige-feere efodt aget I1

files do9 fHu's @ »ug 3, 868 »3 HiCIBEaT 83 AR © »i3 BH A @ Busdl e&at @ faaHs
9T © BT nidd viftnis 13| fox f3gua 2 viftmis 3 UsT gfenr I fx wie nines < fee
PUR(GS U feniast wie wiHes Uoe 3 At faBfx g nmug wies & wis @ An fég At fem 39t
8Uat APC <4 At | Tl 39€, {U WTHES 94T &% HaU JUE T8 MAS 3 U fenast €0 niHes Uyud
3 A1 faBfa 89 APC nmuz Hies @ feu® At feg /A1 fer 397 Bust € APC »iUR(as uie At
% fHoa fA” fA” niHes <u 3dt A, 82 827 APC et & gdt At At fx ufgems feo eret 3 fx
APC > MPC | nifgar 3 Hafts »iias @ faguz 3 uzr Ifenr fa R/ AR feg APC = 0.7 3 AfEe At
eo3-Hfcamura 83 AR ¥ Busdr e®s ¢ f939 9.3 fRE C_ =ag ardt feurfenr famr 31 AR 2 fai
& fe3 92 fie 3, C_ =59 § AfESR Wi A AgeT 3, »i3 B3 AN ©
839-ursT ¥ ¥a'E, Ae UfgRUfsnT aet Afg Juet J, fea a9 dadm
Bugar ews AR yf3z der I1 U9 583t ¥ HritmiH Irat ufgrufanr @
Aew € ufgeHA—gY ferer »i3:d3 (intercept) 8e% m<ar, »3 fegd
AR ¥ 5% C_ 259 83 € niv C_fura Aret I ®H AN §usar e&s C 3
A5t worTsT I f& 7 nines Uz Bt J 3T APC Afag J At 31 feg
H9® JuT J 751 W& fie 3 IA9dt I1 AR USws3 APC RAfbag gfodt &
fafa me nigg-feerar =fadt &t i Sudt It I 37 a% nmHes 9
AIH-MTHE® © foAT w3 I% mMHEs &% UfgRuf3nT & nisu3 Afag Income
Ifaet J1 fgs9 9.3

Consumption

(@]
v
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2
eI fies dag ufgamuaT 3 g feg UR a9 |
feaet niggaTet (Its Criticisms) - Hies Joag AU & g9 AlHer & T -
1. Tieea® Qusar €t GraT »RR3fex (Plan for Lifetime Consumption Unrealistic) - €63 »i3
Hfeamamat @ feg a8 I fa BusasT »mu@ fies g9 @ Busdr €t G gewr J, neAsfex I
faBfa BusamT st Busdr & wilAT, 73t & nifsrfes I, 93He Busar 3 <u fimrs feet J1
2. Bugar uforiufsnr ¥ 5% YSWRST 5% HaU &d (Consumption not Directly Related to
Assets) - ftes Jag U3 ufost 3 feo Ha feet I fa Busar feniast &t ufarufsnr s
Y3WH 39 3 Hag goer J1 fre-fae ufgrufsnr Soet 9, 89-8% Grer Susar <uer I ni3
ufgrufan & wes &% Sugar weer J| feget & &z adt I faBfa I FaeT I fa fenast nirust
ufgrufanr <oz @ et Qusar uie 2|
3. Busar wles ¥ aAfonr 3 f5939 (Consumption Dependent on Attitude towards Life) -
foniast 2 Fies 3 Yt <% Busar 3 fagsg ager I1 fed fadt wiHes w3 ufgrufanr 2 fe3
J8 Iz o, fex foniast en <t g2 < 8usdr &9 AseT J1 |
4. Busd felalt m3 AIEfam3T 3t (Consumer not Rational and Knowledgeable) - feg
BuamusT feg HasT 3 worfas I fa BusasT Iz fedt I w3 898 3y feg nust nir-
HEs M3 files &% & ydr famis 31 faR & BusasT e &g fiar feva »i3 AaefomsT Jr
neA3fex J1
5. 99 89 (Many Variables) - feg fAuiz 573 597 ik 9% nies, 3t YSWTHS HIH MHEs,
Ufgrufan & 1S, fieeas mie! 3 fogga ader J fasier 3ia NgHE BAreT 963 HASS J |
ferwet feg niemsfea T
fea Afgnr di%t € gede, Hi<e-gag fAUS €5 Afontt fHUTST 3 ARG I, frat € 9w €3 oISt
7 ot 3, faBfa feoe &g Busar evs € »izams 9 € gu T aes ufgrufamr § It AHs &dt
i3 famrr 3, v fea fem at® & & Aure g9 I fa &t 83 AR 9 MPC < APC J&t 3 i3 8R
AR &9 APC Afag Joet 31

AS H®SE (Self Assessment)
J5 &3 o® ads &9 Adt i3 ae3 & ufges a9

(State whether the following statements are True or False):

7. I3ho o fog Wast nemsfea I fa QuSdT w3 wiHes © niratet fafimr &9 aEt Aodsa

adt I

8. Ishs v A3 arfoer I fa A ufgea & APC, 99 89 adts d= A Uat, R AR &g
fea fadt adt et I

9. di3Hs T AETET »iHEs AU f3gua 2w gre nias & niggd J1

10. €63 »3 Hfedwurat 3 Busar & Hies Jag SuasuaT e fagnTs a3

9.3 HW™ (Summary)

g3He T FEE! nmies fHOTS 390 8¢ gre »iias € miagu J1 BR AR € WTHS, nTHes
i3 Busar ¥ &g AHaUTSt Heu & ©AT 96| UT 8H AN © HI&6 Hiadl € fage nimies © 83
AN @ 839-88T &% HIU3 MiftmiaT 3 U3 g%er J fa HfUZ nitHes »i3 Hifuzs Busar f<g
J9-nreuT3x Hag J |
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9.4 HIEdH (Keywords)

o U5-1Ind (Earner) - U6 IH'E T |
e AN UIWa3 (Overtime) - BHT AHT|
9.5 Mfe"i™ YH& (Review Questions)

1. FETE viHes ufgamusT 3 IAT ot AHSTE 372
2. Hies da9 ufgemusT @ g9 &g 3At ot ANSe J7
3. #ies Jag fauis fas Hfenmsrer 3 warfas 392

€39 Ae 5‘8"’&3‘ (Answer : Self Assessment)

1. Bugar y9g 2. g A <y 3.® 4. ()
5.(®) 6. () 7. At 8. IB3
9. Aat 10. At

9.6 AU UASAT (Further Readings)

&

Far 1. HodfeaaiHan : fearafHaaey, SBagens WS UfsAt : Iade f& T8 »3
3fes nm. Qus, TfesT gar/ |, 2010.
2. NaSfearafiar : HGH WS UfsAt : »E. B, »iigAT, »iA. 3¢ USf%aHs,
2010.
3. HadfearafHar €t 1 : »iY. WA. 38 AEET o Udi®ans, 2012.
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ﬁl

feagt-10. fo<m <%

(Investment Function)

few =AZ (Contents)

€<% (Objectives)

YAI™RST (Introduction)

10.1 f&2m (Investment)

10.2 Yt & AW AH3T (Marginal Efficiency of Capital)
10.3 Udt & AH3 AH3T mi3 foorA € €9 (MEC and Rate of Interest)
10.4 fo<m Har =9 (Investment Demand Curve)

10.5 AT (Summary)

10.6 HIEIH (Keywords)

10.7 MfgH™ yrs (Review Questions)

10.8 Hafaz YA3A™ (Further Readings)

€<W (Objectives)

for fearst @ miftmis 3 ge fefenrgdt dar d=dr:
o foom T viftwis ag= BTt
o Url & AW AH3T Ao Bt
o fooH Ha1 <59 AaE BT

YHA3=&T (Introduction)

e niftmis f$g AHSTE T2 BUSTl €66 © MiBT, focH e®s ATHIIR HaT & EAT HIS<UdE foguax
31 Busd €8s © AHS, focH e®a <t nige-feerer & gTHSST niHes &% FAgfus 3, frear fosg
10.1 &5 feurfenr famr 31 afsste qu 3 1 = {(Y) 1dteR © ferdne P8 Bwas &g Busa e&s &
AfET W fe3T famr 31 ferset, nioe-feerer feu form €& ninves, 83ues w3 SHare Yug @
HY foguga gz At 31 f80 & 3T 3<® oier w3 aier 3 g @ fRuise ent € B, »ifuz oA 3
ufawt gt fenrurfas a9 fHuist @ w2t <&t ata As |

10.1 f&=" (Investment)

foem 3 g AHfox B3ues @ 80 foR @ & &% J, A3 &< Ausg w3 UHdles Buads, a< ©9
(fena3), &= formufoa A & quU & Aaer J1 foem & fs wmorgt 3 T9aiafes s A Aeer J1

1. A fo=m M3 HO foem (Gross Investment and Net Investment)
Ao% foer fex foras AN wiefo fET o<t AETet UAtas Aufan (fAR Ha's, W34, Srau™a »irfe) w3
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WS Srfsaret (AR dar 1, wifeafas Susar ergnm) e ufoesss & 83y ager J1 Fow fosm §
A3 gU 3 fen 397 U &3 7 AgeT J -
Ak 3 | =k — K,

a8 AK, fea forfes AR t € Urters et fRE ges= 3, K & 97 J niefl t € nindg &g Urters Ae'a
I m3 K nredt @ Aonis fRE Uias Aeta 31 fead mefl t @ wis e Aa® fosn faor A Aaer 31
nIg-feerer feg oi3T fami Ae® focH, nieHws odt fa Uters Aeta few Ao <fadt 9=, faBfx a<t
Ut @ fex foAT nieHfEw3 (depreciated) UAta3 A’ & YfSAEW® d9 € Bt &= d=dit| A &
TIE wiRHIETS Ut € yfsrans 3 Barefiur famr ugw yfsmanus fa=m (replacement investment)
Fawer J| fed T93Hs AT § F&8 9u'E € BTt Agdt J1 ferset, Ao feen feg & yfsmeaus
fo=m vz it Qusar & uieam, Htrﬁ@ﬂums'aﬁ?ﬂTHo(e'§| @Hae'ﬁamﬁ@ﬂamm
@ﬁmﬁ@nﬁ%@rwﬁ%@ama@mgmﬁamaﬁf(usedup)eas)-r'?saw
(structures) w3 B3ureat § fea® BuUREE (equipment) & Ifi § Wetam fesr Amet §1 AU &3,

Au fo<m = Aaw foem - yfsmeus foem
i3 A% foer = Au foem + yfsrarus foem|

e Urlais AT & nifea® (intact) 9uE ¥ et Aa® foem W39 ugwys der 3, 3 pu feem AT @
g9 Jer J| 58 A foem niefy @ €9 ydg 13T ot Ut € 9fH @ ANG 951 U9 AE »idE-
feemar et €t uaz feu Jet 9, o= foen ¥ wHE g3 fogmert J¢ 951 fom Het @ @3
& I I T3 T ASTR AW J ATeT 9, i3 faRrEd nieHfsws Urtas SuRse & yfsRETus S9s
¥ % ugu Qo= & I nifsvex I A I5| mmﬁﬁnuﬁn&mwaww% st
o 139 fo==sHa AT f52F (disinvestment) Jer J1 fsﬂuﬁ%mﬁgmﬁgﬁuﬁwﬁl AU
foem 3T g Jdr, AT Aa foen yfsres foem 3 <u Jer 917y foen &g Ot & ae3 feam
T e dit9 garee 3, sBfa feg nige-feenwr § et @ 7% 9 ur Aaet 9, fAe & 3af § 3wt
(tremendous strain) &A™ Ugget J |

2. fefani fsem M3 TAsfea f6=w (Financial Investment and Real Investment)

fefam fosm 3 3 oew foa fonast 3 w1 § wiftars & oAS=39E J1 v &% nige-feerwr & Uit Aefa
&t <o I | Bergas ¥ BEt, ¥ @9 {5 (deposits), foa feniadt It Has, T93HTS MIFUST (shares),
fgzus9 (debentures), a5 (bonds) & Hete, &8 & &< Uer &dt aget | fee fu fige fea fanast 3
T § HeaE T mifiag € IASTS9E AW J, US nide-feermr & g% urit e ot sese adt ger J1
e fea 93T foom & foor ger 3, 3 o ([u @) fefsem (disinvests) &9 faor Jer 31 fovma & fem
foon 5% % yf3ew fiwer J1 U9, nige-feerer & &a9 5% ot & faem &dt Jer

|

3SH e Urilas Aed § nifes Jus © BEt Ad® f6m H39 uswrys der J, 37 Au
foen fid © g9rsa Jer I

fege et wig, TRsfed foer nige-feerer g =g 83Ut M3 Uer g9 J1 fext &< a9ud »3
9w =g (workshop) T fagHz eTR3fea faem o fea Burags J1 foom = &g oW & a=s st
2 et J feor 5% 5% ni9E-feeAE @ Bt & Has<UdE J| dteR 3 RSO nHes ferdrs feg
fer foem = yGiar 13T I fEa fimrs B Hozeuds 3 fa Ae fea fonast fea qudt @ a2 wirusa
ydteet 3, 37 fesor foom eAsfea foem & ufgema dear|

LOVELY PROFESSIONAL UNIVERSITY
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3. MWifA3 foem w3 vifsufas foem (Planned Investment and Unplanned Investment)
HEUST It T9SHTS ASTd § JU € BT Aagsad AT famim yoR Y3Afos gost 31 feg gt %5
i3 Niae® TTHY ©F ARt 3 4f93 I Aawer I1 BuMt fex farfes AR niefl faguga san @ W3
fen foem & Ju Uz & fego st 31
fe gt nig wifsufas fa<m Qurfimr &t wiv 3 feer fa<m (forced Investment) I1 feg 3w Jer I,
AT Ufe 39 T 9T IF & <Gt et TASNT 309 T A T
feg ATt adt fa TH3fex fo=F (realised investment) WGfAS foem & g9mg9 J° | Tr3fex foem,
WS »i3 vifalfAs foen @ 73 € 9999 Jer J | /e nifetfas faem #i9 @ g9ge g 9, 3T em3fex
fom vafAs foem @ 99 Jer 91 fers 9,

TA3fex foen = wiafas foem + wifswfas foem

4, Qﬁg foem 3 rew3 foem (Induced Investment and Autonomous Investment)

foem T Yfas i3 Aews fo<n T Sgdiiaes AHRCIAS nigfaa ferdnE 3 Hoseuds J1 foom A fx
Burfimr &t w19 fegret 3 o939 ager I, Uf93 foen Sower I1 Ae Sundt UrtaR Az & Hee
&% 83urfes TAgyt €t 37 2T € aeT a9 J, 3T 8T 8 Urlars eR3v § UeT J9% U6 AT Haee
5| fed fagr ugeraH™s nies € UT9 i3 Busastet ©f yseuds Har 3 fegsa ser 3 1»mHes @
o9 fee =fadt &% IHara @ Uud fuer I w3 feAset BUSasT T3 & Har 0 At I niHes mi3
foem ® 39 feo us3HA TBoa Hau »dy Idt fosg
10.1 f&5 AHsTenr fomr 31 fer fos e nmies & )
X- (horizontal) Wi\ 3 feurfen famir 3 Fefa fsem § VY-
(vertical) »iF 3 fewrfenr famr I1 »miEs OY, 3 OV,
faag =fot Iz &t yfsafonr Aegu fefm @ U v, |, .
3V, |, Jgaet 31 ferset yfos foem nmies Sue9 ﬁ
(Income elastic) I | »iHE® @ Uuq fAst 89T J=ar, 8=t
& foem U 9= | nmiEs 3 vireT, Uf93 foem nifsae '
ufdea3s (innovations), ATGETGt &ISt, wraEt & niarg
3 Awes, niet 3 S foggg a9 31 0

yeE T {62 nHEs € Ugg »i3 T &t 89 578 ygies
adt JeT| AJA It AeBUTEt ARt (fAR 3%, A,
farsst, 37 i3 319, nie) S 3T famr fimresg foer
fer et A =99 % REfU3 3, 9fs A9aa © faem fagew Y
H'39 B3 A gaAs 3 4f93 adt ge | fer et g, fort 1
focm & ye v =t &t ¥ odt 1 9fa ye = foem fanma
2 Yf3 ydt 397 IHIT J<a, feaeT Tag X-»iF 3 5979
31 fegd nadt gu R fo39 10.2 T feurfenr famr E
3, fAg feurer J f& »infes @ 99 Uug 3 fo=m < H=ar I
fea fadt Jet gt J1 3ata 99 geBe, 5 HAUG
2 w9 3 feg @59 €3 & vig (A g8 & wi9) fuRx
Faer I1 4fez w3 ue v feem & A3d Anfox foem
YUz &t3T AT AT I PTHES

fg39 10.2 W3 foem

(@]

o] P
.:<

>
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m?

at FAT AEe I dion © fersnz o9, swers @ Busdl €8s & Afbag HifenT /et I

yfgs w3 ye ¥ fodm § 738 AHfod favm yrus &isT 77 Ao J1 IWstsa AfG9sA 87 € UsSwR
feort foem @ &% ye ® »i3 Ufos foom & <ot feef J1 Ufss M3 ye B fotm @ e T nisg Jo
fest 3rfsat 10.1 feg mastionr famr 31

Ffsat 10.1 : Ufez w3 ye = fodn 39 nizg

ye © f5em

1.%9

2. "THES

3. 839

4. I3

feg BufHur & %9 wium<r 3 foasg
FIer 1

THES € UTg <8 efodt 5% Ufas faem er
Jug S AT I w3 o fedms @ e 3 fa
o mEet g, feg nines 2 yf3 Soe9 J1
fege T9 @ UETIHR T JeT J|

Ufas foem w39 3 839 A fort faem @
u feu fart 839 g aizT At 3, Az fa
Ut & AHE AH3T »i3 fanra & 999 €9
3 fagsg ager J|

yfas fo<m, minves © mieet nifgae sewe
(Innovations) AJag & f&3t, wraret €
iad W3 AWEs, vt 3 fsdsd ager 31

feg %3 3 fod39 &dt ageT|

ye v faem »THEs © U9 e g%t
3% niygTfes grfaet I g8 HEeT 49,
feg ydt 397 nirHes S%ue9 J1 feger
Jufg39 X—iA @ 597899 J|

AT IdT Argeriod foer @ gu feg
3T famrr femmersg faem ye = fo-
3\ I, Az & Agenfes afens &%
gfezs der 31

ye T {52H OF ©f AHA niafaa mi3
TAsI3 AfEfant 3 fags9 a9 T
& gfodt, wet @ a9 A9t S

gIet I AT & wAfEIsT fed Hos
fesm a9 At T

g e faut ye @ faen fRg seme &
ASe J6 | eBA<IY feger Ta9 €3 <t
W9 7 g% © vig fura Aret I

5. fort fa=m w3 AgeAfsa f6°w@ (Private Investment and Public Investment)

focm & o J9 Ho3IYI= TJdiaas, foA a9 ug J fa o= foer ager J, fart foem »i3 Agerfax
focm fég a3 &7 AateT 3| »iF 3EaTfas Ut wige-feerare’ feu a% faen o fea <57 foA™ A9
It 3T AT I | AgeAfex 439 99 AR HY 39 3 THSHSA w3 AHTTAd fegrat &% ygrfes der
8 nm feniast & forsa fowws w3 & ®= & gaF™s TS (break even) € A=t <9 AeT for
oet J1 feu facm aedt ATA, IHWE AISTGT, HETen wifdarfantt, Agerfed faamMt, net fAe
AIenfed YrfaarfonT Irdt Urters et § udles € &t dis e 31 8ust ® w2 &% UF d9s
TH Aeet @ A ¢ fo3 e ygrfes et 91

Aaerfea foer & Afafs feg, ufgureret & niarH €t Bust &t foor BaET 5% IBaT FIST WTHG
&t ger J1 35 (FEaiw A wigthe) ufdumsre fog AE 3 fimmer emrRvE ufsure=r § gas &
Agerfed fa<n fogzm %413 - &3 feR@AE (cost-benefit analysis) 3 W3 I fen 82w 2 e,
WAt YrsTes fo_Rt € AHHE B8 »3 AR ®arst § fosgurfas agst uar | AHTfA &3 57
3T AN It & AZAfe 3 3, A3t fa 8t It niafAs nmand (receipts) 3 USt 39 &% yare adt
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ger| Berg9z T BTt Agar It YETs AiSt aret mireH Bfearet (housing facilities) 57 ferefearfent
2 niftrmuat It YUz AR 18, maH 3 &3 <0 92 95| fert 397, Ardenfrs 839 @ 8o @
IIE T, A% M3 METH YgRST 5% AHTH Id Baret AHTfrAa 8118 § Argerind foer & eAsfex
W@)—M&E@%@WR’TWHd@IHﬁ|d%€ﬂ|ndﬁ@ﬂﬁ%€ﬂﬁﬁm3tﬁ3
Jet 3, Aefs W39, AWSY, SOU®, JOUSH, dETH, TaTE, Mrel Urlas TR3n € ufge 3 fort facm
&3 3 ysATfazs Jer J1 fardt unft 3w ¢t foem a9e s, Aw 89 fox ufaunat 3 H3mmea yfses
STHET AT I& | Urtas AU &% nidfaz niies w3 feger wfge W& (purchase price) fHe Ut
@ M3 M3 (MEC) foaurfas aae 75| faen age™ 3¢ f3a9 seerfea J, A f3a9 Ut <t A3
HH3T (MEC) g9 &t famia =9 3 <u Jet I1 I wirAt feo myseia fa feo faR der 31

Ae U (Self Assessment)

foaz &<t § 33 (Fill in the blanks):
1. foer 3 ge AUfoa B3ues e GAfIR T HB 3 3, Az fa &= T 9U B AT I

10.2 Yt & A3 AN3T (Marginal Efficiency of Capital)

oA © U, fox o<t ufdunet feu focm a9 Urt & MHS A3 w3 g9 & fra w9 3
fosg39 ager I1 w3 29, Ut & A3 AH3T UAlas Auf3 @ uast B w3 Udtes AUf3 @ ysurfas
yuf3 w3 &3 3 fog39 a9er J1

U+ Auf3 @ yast H® (Supply Price of Capital Asset)

e fen BuHt Urters Aufs ufgesr groet 3, 3© §0rg BoT &t oiHs nier agat gt 1 ferafa §
UHlars @Az @ ufge He foar Aer I m%mmﬁmammﬁ?wﬁmw@
Yf3rEs a3 faar I M%m%h@%ﬁmmﬁmwuﬁﬂmﬁwmﬁl
%Uﬁﬁ?%l%(ﬁu%%glaéffra?ﬂﬂ%ﬂ?‘d(spread-over)%ﬁﬂ@%mwﬁﬁ%ﬁ’rﬁw
& AfaSt fe, wdd At f3a9 31 ufgeHR=gY, BuHt & yas &8 niifas 9l 3 et mikar 9|
UJ TI3HT ferdre § A9s go'E € BEl B8R nierar § &dt Hfenr fomr 31 fegs weret, Aufs @
foues W& (disposal valve) & fag Hfenr Amet T

Uritars Auf3 3 y3ufits yruf3 (Prospective Yields from Capital Asset)

Utz Aufs 3 ysuhs yufsmit »i3 »lfas »ives Y=g Auf3 ot fere fies ams &g 83urfes
83ues T T 3% AUTES »dH 3 TE8< JT THI FHI3T € »i3d J| TEBR 9T T »i3 YIiE3
B AI H'S, Hrefon, fefamius, suaure, asms, it 3 8578 yag Is1

I9 Bunit 7z fa feat set arouTst gaTE AT 52T W39 Afges T SRS a9 J, Ufost AUf3 ® ysurfhs
yufanit 3 fegrg ager I | Arfan Utz Rufsn SR AR f3a@ aset 3 i3 8ast &t yufsn niy 39
3 Jfey T ot AS 309 I Jat I1 Jfey &9 ot I, feger ugegHE T3 AgdT (inevitable)
31 Sfey T yf3ewt &g vifsfies 3fey T Urtas Aufs &t 83ureasT »i3 A3 @ H& &9 mifsfiessT
¥ a9 It I1 A9 Auf3 & 3f3a Hiwa (physical life) T UST 9=, 3T Idata guse’ O Ageat &
a9z fere nefaa fies § Aot HAT® 31 ufseHARgY, 3f3x gu & EiFs 3 ufas @Az yast
" 89 (obsolete) I At I1 fereset, 8undt & Uritars Aust @ fes o T fere fies w3 nmEs
YT'J T ARUST 576 MEHTS BT U J |

AuUf3 © 3fey T yfses g5 | Urlas Auf3 @ wiafea mtes e 8@t yrufant § fere ysst He @ 3au
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goTat grfaer I faBfa sfey & yrufanr mns <39 afl 3 uie Wees 31 8ot a2 foem 3 3fey
yrufanit w3 =39Hs fea HAS ¥ow © <8 »isd adt A Aae |

dten & Huf3 3 fere fies I © 89 nufEs AseT AU YfSes € o2t “AasT” HEe € Yudl aisT
31 99 A% 3 fAd At ¥ e feT T93Hs 3 €9 I, der Faram, fes (<) AT § S93HS U §
Y3 JI3T 7T AGET J| ¥eT BT € B, gIefast favid € aizeT § gt forr €% yuar a9eT de I
a9 fex HBUs IaH P,n A%t BEt gagefadt famm 3 fest Aidt 3, feg Afes Jag A daarfl d Ared,
fer 39t & A = P(1 +r), fA8 r foorrA & €9 J1 ©H FEet 99, AGT Ar M3 n YU I, PETHS P
=A/(1 +1) T U R fesm 7 Aaer 31 fem, It ninves i3 Yf3es A § r € 5989 der faarfenT
famr mrsT 77 Ao 31 feR B39 § foxt forfses Al @ 3 I8 YU 33 T MiHes © T93H6 HS
8 YUz g9z &g yuer aisT 7 Aeer J1 fert 397, Ad 5u (3<t) yufs mi3 (2930%) A9 & 39
€t 38t 9=, 3T wiAt der v9 (YUt ©9) Y3 &9 Ao J1 BeTaes ¥ T, Aa9 fex gan fex Urtas
Burag § 1,00,000 gue &5 ufgest 3, fAie &% ge 3 € AT e 1,21,000 JuB & feayms 5o
st YUz a9z & aHeT adet I 3t AETeT Yust €9 § fer B39 It yrus o3 A Aaer 3 frm,

1,00,000 = 121,000
(1+ry?
1 _ [t21000
T = 100000~ "
r = 010=10%
TR3fed ftes feg yufan Urtas Aufs 2 mies 2 Sarsa yus Jet 31 Hiienr, nidfis AstsT ga
yrufsnit & Haust A ALA e, A, 3 fag nafsfas As & YSia 31 P,P,P,,. oo P
IHH BUat € TIIHS HE I6 | MUfHS ASTaT BT Yrufant € &% TI3HS HE P +P,+P,............ +P.
JI
3, v = Ay P Ay

(1+f)+(1+r)2 m
fel, PV = 3 nige Uiias U3 foor &% mUfHs niHes T 3t Yera @ % Sf8nir I39H6 HE 3 J1
A, A, A, A

.............

(1+1) (1+r)? " (141)° (1+1)"

nife He' Ufg® A, 80 A, St A w3 n @ A @ wiz e widafis mines yeo yfew (Afea-
fanf) ® TI3HS WS & YASS 9et I

gz ,fea Hoseusz yrs Boer I fa d fosm ufaurs e dg uBer grfoer Af &t | & Urlas <rgmit
o a3 yYf3nrfis yrufanit @ g% 93K HE 3 uie 3,foen ufsursT s=ye &t 31 ug, A <R3
Je T5, focm BeiesT v femm gz Arer I

8¥799% (lllustration)

5 A% ¥ niefad fies @ foa W39 99 A 1,000 Jue yruf3 féer 31 feret ea3ns a3 3,500
U I i3 fora ©9 12 YfsH3s 31 ot for U39 T faem agar efeaie 37
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839 &e
yfam s yufant & @931 1S
oy P A22+ A33+ A44+ A55
(1+1) (1+1)* (141 (140" (1+7)
1,000 1,000 1,000 1,000 1,000
= + >+ T+ 7t =
(1+0.12)  (1+0.12)° (1+0.12)° (1+0.12)" (1+0.12)

1,000 . 1,000 _ 1000 _ 1000 _ 1000
+ 5+ 5+ T+ s

(112) (112> (1.12)° (1.12)" (1.12)

892.86 +797.20 +711.78 + 635.52 + 567.43

3,604.79 rupees

AURZ I, JUT 3,604.79 (JIIHS HS) > 3,500 FUT (IISHG BAI3)

i3 fa<m erfeere 31

foema gt fea feasfua fegraurar e yuar 3T 77 AaeT J, AR »iZ9ds yf3es o »lafis =g
(i) u3™ i3t 7t I w3 feret fanma € g9 €9 (1) 5% 3BT ISt /el J, TR 3 8u9 W oF
B8R Auf3 3 udles et Busst d¢ I5 1 yfses & niafis w9 o nifass a9z € &t A9 yfsnrfhs
yrufamit g Bfgs gu &g fer 33t fsnr e I fa Gost & & T93Hs 1S 3 Yf3AEUs HE ©
g989 J Aer I1 #e € feg w9 A Urles Aufs 3 8RR iws a® e nitafis AeTeT ninies &
AOH®T 2 g% TI3HS 1B § AUf3 © YIf3 H® @ AHs &9 8, Urt & AW AHs faor Aer 31 35
fsa 739 &9 fex (i) Urt <t Az mesT 3

S R S S + P
(I+1) 1+ (1+i)° (1+i)
B A, ALA, i, A FIHH UTfasst gt f3AT n & A & nig iR »iifis ysSurfhs niHes

J1 C Auf3 & yast He I ni3 Urtes Aufs @ yfses St nmifEs a9 31 AL AL A, e,
A m3 C? forfas Hs ¥ B2t C v mifedhn ¥ 797 & fer mfiass § AgAe &1, yast & A
HH3™ (MEC) 31 oltoH & Heet &g yast & Avrs mH3T “<3 <t 89 w9 I a3t fx ¥ftos Aufs 3
T o999 gET e

AS WSS (Self Assessment)

ggfeasumr yas (Multiple Choice Questions):
3. fefonr fosm & 3e aew fea foniast 3 en foniast § niftarg 9-

®) gA33IET = (") MIASTIIT
(T) ygg = (7) fee <8 ot &t
4. 7e fex ufge q96 @& focm a9 fonr Jer I, o7 ([T @) &7 fanr Jer T -
(®) fosm (o) gET" fosm
® I (7) ufge
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5. fesmgwmafms»d ... fo=m faor 77 AT I -
®) we 3 ue () a3 S
(®) nifsys () fe2 9 &t o<t
6. nifeufis foem Befimit €t wig 3 3-
®) feem foem (o) mifs2m
(®) Hfsufis foem ) fee 5 ot

10.3 Yt &t AHS BH3T i3 faA € ®9 (MEC and Rate of Interest)

fea ferm Urters Auf3 & AWz M, Aufs 3° yfsnrfis yufaet § fere yost ¥ 3° Ao aoa
famirs aitsT A Ferer 31 fow Hufs & Finis AHsT gewet 3 fx B8R 397 & fod 99 Huf3 @ 3ot &
3% g Guit of Burafrz sz & anmeT ager 31 feg 8r Aufs <t yfsew & risfaa 9 (Internal
rate of return) I1 gfar MEC &t a1z 3fey @ nigHs 3 faggg I, feu »izws faniestusa (subjec-
tive) W3 MfEATE3 HZTT J| Wi 39 3 T2l 9z 3% &9 Jer J, 7w f3a9 Urlds Auf3 @ yfses
@t feg »Ufias =9 fora & g9 =9 3 <u Jet I feo a8 mestenr famr 31

7e fea Bt fea Urtas @Az & foom ooz & fogew ager 9, €0 AF 37 79 3 aF Gua Be' I
3 faem UufgtmsT @ & »iy »UE ARG T yudl 59 o3 feerar a9 91 ufast Afafs &9,
8ag g9 & farm w9 Tt Ut T Aefa et AfEst T 8 8F form v fawmar e 9, Az fx
89 feu am™ 3 Buw YW Y3 a9 AT AT fan & Afast feg farm foem <t stis 31 St
foem & ferm dvz & yfses & wdfes o9 @ oU &% foem 3 Yyus miies (3 ®'9) w3 UAt &t
HHIZ AH3T 7% 386" a9eT J1 da9 YAt & HHs AH3T (i) famma <t a9 =9 (r) 3 <O 3t 9,
ufgereT € gemrs &9 aoer erfenie 3, osTfa BuHt § udt w3 nitfi B aF § fanrm & a9
T3 3 Bu9 d&T U=ar| eﬁwﬁaau;ﬁe?m@wfamméfmeaawzaﬁ% 3t foem
ufgerst efeerie adt gt fer Rfafs ffg Bunit §, Suwsy ant 3 fawma & g9 3 Bug & &=
grfger| BergarE € e, A9 Ut € HHIZ AHST (MEC) 10% J »i3 @931 fima &t 779 8%
3, 3t 3|t & faa F913 »i3 AUf3 & fuAree &913 »irfe Arfanr a3t 3 yeus o9z © g, foem
2% © 5O Yf3es feet 31 ug Aag fird &t 9 Suse 12% J At I 3t 3 fa_Ad (prospective
investor) & UfgwraT & AY &dt a9 grfoer falfa yfses & Au yfses w9 - 2% J1 fen 397, AU
yf3e® Ut & AWz me3 »i3 fanra & graTg ©9 @ nizg 31

feg usT HozeusE I fa foR Utes Aufs @ &t Uit & fns mi3t (MEC) foR 39t famra <t
gH9 ©9 3 {6939 adt aget | fea @9 Ut & AWz ANST (MEC) & nigHTas ®ais 3 famrd <t g9
w9 g feg eret 3 fa of yAstfes foom ufsumsr erfemie 3, A fem 9 & UAt & Az misr
&% 3BT I3t At I fora & 29 (1) 3 g% IF &% Udt €t HiHTE AH3T (MEC) 3 yse adt
U | UT fAag o €t 9 @ <us 3 utfosT, feg Ut € A BHST 3 e 3t 3 w3 <o 3 g
famiar €t =9 Udt & AiHTs A3t 3 S T ATt 9, AT faem ufaursT ufosT efeeiie st A, d=
TfERNT 5dt Haen | ferset fanma & g9 w9 g =fadt Jrlas @Rz < mnifis ssyesT 3 ue
a3 =€t I i3 few f3am fegd niufis sars g seset I i3 fere fedns & Ao o5 |

U+t &t A3 BH3T BEt (MEC Schedule)

far mn 25, fea eoH § 195 397 ¥ foom nieRat & Avst age Uer 31 fegst fRT g3 o< saBia
&g gew= o, Aefd 99 83ues feafen ¢ fersa @ &t BaHe g A I6| IJ AsE & &t
foer ygw BaT = fagew 8ust @ AIHIZ AH3™ »i3 T93H™® fam™ &t gA'9 @9 € g 3 Ji3T Aret
J1 cont BFt foom ufsemaret & gadt, fAse &t Ut & AW M3t (MEC) famma & a9 &9
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ﬁl

(r) 3 < get 1 <ont &t o5 ufguree & uat & Urt & AW AHST (MEC) & uie® 98 &oH @
U6 J9s T aHeT SISt AEl I, 9fa g9H Yf3es § <U 3 <u g9 © §OH Juel 31 fem &, aF
€t BusgtsT »i3 fanma & a9 €9 € H3Ea, foem nieAgt § Bast € Ut € HHiZ M3 (MEC)
& uiew 3T aoH P8 I3a Ut €t AW mH3T et garet AfEt 91 feod Jo fedt Ut & AT mesr
HoT & HeE 5% AHfsn 77 Aaer 3, fAd 5 ufoereste 73t fa g9v B9 &9 Aot 3, Bast &t Ut &t
HHT3 A3 (MEC) © uiee 92 a9 feu 35 ot aret 31 (Aast 4.1)

Ffgar 10.2 Ut &t AN AUt met
foem ufstimeT ufgtiveT € HS Ut & fiHs s

(9T uB) (MEC)
A 5 15%
B 2 12%
C 4 10%
D 1 8%
E 3 6%

WAt e I fa drft & AW et Bt
fex feniastars gon & Ut & AHS ANt
(MEC) = fa<m ¥ Ia®fux Uud &% Aad
UR g9<t J1 Ao fanra & g79 @9 13%
Jet 3, 37 5 I9F JUT B3 TH A=H UIHT
Ufoerst &8 YT aget J1 me form &
gHg w9 f8de9 9 % J AEt J, 3T E9H 11
93 U & () BaE T 36 ufgurs=t
& efeere Ut J1 39 foom Aure U 575
Ut & g% W39 § <or<ar | Hifen BY e
TIH € 9% 20 I9F JUT T &% HIMST |
reR (furee 3 g€ gE) J1 13% fams 2]
@ ¥9 3 3% Ul AT’ SUad 25 J9F quT 0 2% TEETENE
J At I, win feg 31 a9 quR J AT I, P —
e o ok o ot i fosw 103 44 s

adt 39t Ae f3a9 famra & w9 31 odt At 31 fo39 10.3 €9 feo da o<t (Asmes) ufsura=r
FIYEST T Wee IT oM KT I3 dist aret 91 fer fosa oo o=t (T=) Juet § gov § Ut & Alnis
HH3™ AT AHfSY &7 Aaer 91 fem 397, foniaf3ars eon & UAt &t MHs i3 met 99t (steps)
feg o<t 31 Gomg Afonr gont & Y €t AW mHeT Afont 3 fee9 &), 3T AT BaEEl nisfaes
far=3t feg foem ufatraTet fHe=dlt | A »iodte Yeans Ji3T At 3, 3T ANT ydfanT @ a9z feg
fea fogam =9 (smooth curve) I AeeT I |

839 10.4 <8 Ut €t AW AH3T &9 (MEC curve) Ut AHTS AWST (MEC) ® 88 Hat (Y-niR
3) T niagu fo_m (X-nim 3) Aze Uuar 3 feurfenr famr 31 udt & AW AT (MEC) <59 3 878
€@t vid v, focm € Und w3 Ut € s mHsT © T foe=sHa Aag feurfenr 31 7e foer & Uoa
1, 3 1, 3 Sger I, Urt & A= M3t (MEC)i, 3 i, 3a faar At 1

(MEC)

Ut &t A masT
T

I
I
I
I
I
I
I
I
I
:
1

3235
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foem w3 Urt <t A3 AT (MEC) = feu feufss Aau
¥ € g9z I6 | Ufow, foen feu fadt 3 fa 99 amHs
Yyf3es® (diminishing returns) € Y3 & 9 Yrtas AUT3
@ HH3 83uTasT (marginal productivity) wie et J1
T vig feoe &% 83utes g Sfgdt d= ¢ ads, Az
ot 3T e § At I1 fer et ysuiEs yfses we §
A I5| oA, Ae IAsfex Ut Aeix feg <fadt J<t 3, 3t
Auf3 & 20t 3t Har @ a9z, feoer uast U <u At J|
Ut & AWz AH3T (MEC) <a9 foemar & niumret &g
Fewe 3 fuAs AeeT 31 udtes AuSt 3 y3urfhs yfsest
5% Atz fenmufan T witgrert gy YAt € AtHS AH3T
(MEC) =& 3 83 &t nig furar@ar| Uit & Aiviz me3r
(MEC) a9 3 fer 397 fumA= fg39 10.5 v feufenr
famrr 31wt [ue of fx Ut <t A M3t (MEC) @ 84t
H'S € B migg®sH fenmurfaa ufgrfafanr (optimism) €
feoHs I ® a9E MEC, ¥ 3 ¥ fa=m (Ol,) T/ J1
Errggz ¢ B faarH a9 w3 wiHes a9 g it Bu-
it & mut foem ufstme= & €3 & ni9 fumars ®

wet yfas o¥at| fem 39t Soela o Foe foemat ot

&3B &A9 &% (favourably) &3 Ar=dr1 fege et nig,
Hag Het feanrs Jet 39, Ut 3 y3hs yf3es fea gg3
g8 ¥ U9 3 51 A= »i3 MEC 59 878 <t nig fuAa
ear| fege wweT, BergdE @ BT, HAgst a3 @
UfgETHARIY miTHEs 39 SHT @ SHASIY THINT »i3 ATt
g HaT MEC T3 ¢ U& &<t | YSur &g &t foem Har
§ uie a9 feet J1 fem &t vt R T fa Ut € Ans
HH3T (MEC), fAR 3 faem Har fsgs9 o<t 3, AdaTd! aif3,
A3 fa st vifeRfes (unpredictable) g€ T51

(MEC)

ﬁ?ﬁé}ﬁhﬁgm

e

=
—_—

fo=m (1)

MEC,

I
I
I
I
]
I
I
]
I
I
I
I
]
I

> X
1

fe39 10.5 MEC 9 & fyRdsT

2

THE ‘feem’ @ Hag &g U fegg UF &9 |

10.4 {537 Har T3 (Investment Demand Curve)

ufast AURE o3t A7 gfam 3 fa foa @oH Ae 39 faem a9l gutet J, 3€ 3& UHAT & AHE mHsT
(MEC) femma &t g5 &9 (1) € 999 d At 31 ferset fex fonfos dat & A3 mi3T pet @
wet, fo<n Har & Une fanm & w9 § fogurfas ager 31 Ut €t HiHTZ mHsT (MEC) © Hat & farma
& g9 T It YfS3AEfuz gos 5%, ATg foem HaT AEt w3 fer 3at foom Har Tag yus der 31
839 10.6 f&9 fo=m (X-niA 3) § fomma (Y-nin 3) 2 foo Uuat 5% Aafus a9e 98 foem Har yefis
a3 famrr 31 fer fearet feg feurst amufea Jdt €t AW A3 Aot @ U3 25 a9 que @
focm, ¥ Udt & AW M3 15% Jat 31 feg famaen afent ar Aaer 3 fa 15% fanma & 29 3
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25 d9% gue foer Bumay Jar| iz 15% o <t T3 @ niggu 25 493 Ju HaT J, faBfx aes
fer folm Une 3 YRt & Avz (MEC)femma &t &9 (r,) © g9va9 J<att | fer 3%, me foum &t =9
12% 3% faar Atet I, fosH 27 593 qUT I U At I1 12% fammrA &t w9 3 |, =, feae nrwrer,
femma & 9 10% 79 €9 3 |, = r, w3 fosm 31 T97 JuT 3a U At I w3 fes woer Ifoer I
fer 397 feg ufgen foamer I fa MEC
T T AH, fo=r Har <o & g8 ©F
Wd T Jer J|

foom Har <9, famra & a9 w3 fo_m @
&g feudts Hau yare s9er 31 feg fow
a9z 3 fuRa AaweT 3, fie a9 (MEC)
goge Jger 3| fex forfas fanwm &t =9
3, foer Har =a9 2 €3 furas &% foen
T U9 20 74T, AEfS g8 ©f »ig fu-
AoE &% foem wie J A=dr| fg39 10.6
g, fonra €t T3 fA” r= 12% & nigay
fo_m & UTg 27 993 gUT Jear| Ae
fos2m Har 2@ 83 &t wig fur met 3, ]
12% 3 Ut <t Az a3, fo_m @ 8
o9 3, fanrm & 10% ©9 3 <0 gt T O 30 2 24 26 28 30
ufgeHA= Y, foer Juaa 31 &93 Jud fis2m (a7 quE)
J At 3, fAe &% Urt € MW mAHsT N
fsaeg 10% T AEt I, At fa fomrrr &t fg39 10.6 fom ¥ar <o
¥J ¥ g999 J|

S

(MEC)

Ut € AN BHsT

o
|
I
1
1
1
1
1
1
1
1
1

NIy YOS S I

10.5 A< (Summary)

Ut = e foAr neHfsws (depreciated) U3 AeTa &7 Yf3AATUS S9E € et &= d<dt |
A% ¥ 997F nieHfEEs Ut € yfsranus 3 Satfenr famm yaw yfsAenus fa=m (replacement
investment) IJ%T J |

10.6 HEEdH (Keywords)

o f&=H (Investment) - 't Barer|
e Udl (Capital) - H®U& |
10.7 »f$™ yES (Review Questions)
foem 3 3T &t AHSE 9°?
Ut & AiHTS AHsT 3 ot 3 37
Yt € AW BHST w3 o w9 § ufesfias a9 ?
“fom ¥ T’ 3 feurst fad

> 0 bd =
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&2 €s9: e 5’8"&3‘ (Answer : Self Assessment)
1. AG39 2. fogmmerat 3.®)
4. (m) 5. (®) 6. (®

10.8 Aafg3 YAsAT (Further Readings)

2

FaA 1. HISfEASHAR : WiH. J. Tag<I3T, fanen uafsfirar T€A, 2010.
2. Hadfearsfian : fearafiadey, SBagers s Ufer : Irade f& T w3
sfes ne. Qus, @fesT gam , 2010.
3. HaIfeIaHAA : GGt w3 USHT : »id. »i%. »TgdT, »A. 9¢ UIfEars,
2010.
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fearst-11. 3<9= fAUS

(The Theory of Acceleration)

few =AZ (Contents)

€<% (Objectives)

YHAIRST (Introduction)

11.1 33z fAU’3 (The Theory of Acceleration)

11.2 39z @ fo<m fAU’3 ¥ gu <8 aH (Role of Accelerator as a Theory of
Investment)

11.3 HAE™ (Summary)

11.4 wWgedH (Keywords)

11.5 fg™ yrs (Review Questions)
11.6 m&fuz yAzat (Further Readings)

@<H (Objectives)

for fearst @ miftmis 3 ge fefonradt dar J=at:
o 3TI= U3 ABE BT
o 329z ©r faen fHUTS AsE BT

YA3=&T (Introduction)

&, nie. a9eg ufos nigerAsSt At fAd 1903 & Susar i3 mu foem @ Hau & mHfsnr) ug
nefsws (Aftalion) 3 fer fATs T 1909 T fers o ferdus di3T| ‘3<gs AU’ &F nig-
BAA39 &g urfast @9 1917 9 7. »iA. a&™9d & yudr a3t fea3 widt faan, Avgsrs »3 as8fes
3 feniug goet &% Heg feafiz o3|

11.1 3<9% fAU3 (The Theory of Acceleration)

3<9z fAu3 fer 3Ew 3 wfaz 9 fa Jriters eAsnr &t Har 85 Busgar eAzwr & Har 3 yus (de-
rived) get I fist @ B3ures fRE feg Heears det J1 39z frus 8R yafonr § UF ager I fie
It Busdr =A™ & Har few =fadt (77 ) &% Utas <aswl © foer feu =fadt (A ) J&t
3| gItgaT @ Haaa, “3e9x I U3 faem w3 Qusar 9w 3 Yafsa sewe @ fRg nigu3 317
fer B39 f€8 B = Al/AC,or Al = BAC, A8  3=9= I&1a I, A/, fosr &9 BU Fee< I w3 C, nusar
yJu <9 AU ge®< J1 Ad9 10 d93 JuT & Busar udu 29 =fatt &% 30 a9z que o fa=m <t
<fadt Jet 3, 37 <9z Tt 3 ger J|

3<3z fiHu’3 ¢ fer feeaz &' foam & <u fersa & fer 39t fanms atsT 3 fa feg Yfss foem B3ures
fe9 fiz™ gEwe Jur I BRET nigus T »iz 3=9d V=Al/AY, 7 Ut 83ures nigurs | feg 83ures @

LOVELY PROFESSIONAL UNIVERSITY
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Aeu gese (AY) w3 foln € ge@< (Al) 3 fogsq gger T1 fea feufenr famr I fa Urters emzmr
T B HaT Jew Busar ergni % UET a4t Jet J I8fd ITHedT 83uEs ® fan & y3un et 57 |
feg It fegst &g p i3 v 5989 T& |

AS HBIE (Self Assessment)

feaz gt § 39 (Fill in the blanks):
1. ‘39z a3z’ &t nige-feerwr fég ufost @9 1917 <9 3 yGiar si3T)

2. 3 A Yf3 foem w3 Qusar uow e pg e sese e e ... 31

fex ni9g-feerer feg Ut = fefes Aefa 83umes &t Har &9 gew< 3 faggg ager J1 B3uws @
faR Te®= &% Ut Acia feu ge®= Jar| wid fou sew< 83ues feu sewe @ v 3T @ S99
Jer 31 vz Al =vAY, fAB v 3295 T 79 fea HHts & HE 4 By qufew Jer I i3 feg 1 &y que
3 HB T E3UTS AIT J, STV T U 4 g J | I Gefnlt 7 wmuE §3ues g YISt A 1 Y
JuT T g8er I R fer HHts 3 4 By U AYT ¥IY 9 Tioe I5| feT AHS Ju % fea
nige-feenar €3 & &g der I fil Ad9 39 v 1 fea 3 < I 37 B3ues & yfs feaet § <o
Ut grfoet 9 3fa gu faer <o =fodt, 7 83uws &g =fout @ aes ueh At I <U 4R | »EE-
feere 9 Ao foen g9ra9 Jer I yfsmaus faem + Hu faem| yfSAEUS (replacement) fo=m
Afe9 J= 3, AS® (gross) fa<m 83uTs @ U9 Uue © niggu ufgeafss Jedr|

3<9z fHUT3 & FgH® (Brooman) It fe3 ¢ Jo fod AHiawe 3 favis i3 A AaeT J:

Il = v(Y,-Y_)+R

= VvAY, +R
frd |, & t o5 Fas foem 9, v3e9a 9, ¥, a® t g gest 83ue 3, v, fusdt weflr (t- 1)
&g gHedt 83U I, »3 R yf3mEys faem I
AHtaes feg erer 3 fa nief t @ €97F Ao fon fagsg ager I 83uws dt niefi t—1 3 t 3
FEBT 3 I 399K (v ) AN Yf3FEUs f5em (R) |
Hu fadw (1) foase @ wet mitags @ €6 9 3 R § Wer ¥ grfoer I 3fa t miefl &9 Bu foen
ger J:
= v(Y,-Y,)

nt
= VAY,
feg mitagz Al=vAY @ flRm nis g3 &t I fa@fa aY =Y,-Y _ A& Y,>Y, , RSt tnefa e
39T Hu foln uarsHa der 31 TRt 9, Aa9 Y, < Y, , 3= 37 Ao foem fozsHa der 3 A t niefy
¥ doz fefsem (disinvestment) Jer I

|

=

3TH ‘3e9z fAu3’ &1 nigg-feerar f&9 uost @9 1917 &9 A. »iH. BT &
YGiar 13T
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ferdt Ha3=T (Its Assumptions)

3<9z fAu'3 Js fafy ezt 3 nrorfas T -

feg Afag Urt-83umes wigums Hser I

feg Hoer I fa AT wATat 7% i Aae 76 |

1.

N o o M Db

uwie f&g gt mifsfaas At forafant AH3T adt Ut At I

feg Hfenr At § fx <dt I Har Aaret Jet T

feg & vfensT I fa Uit w3 Ay &t yIst Beew I
B3ures g =fatt &% Fu foom feu a3t &t <fadt A<t T

329= fHUT3 & Jr9eTEt (Operation of the Acceleration Principle)

3oz fHus < argeret 3fRar @ fex ae Bergds & Hee &% AHSTont famr 3

339z fAuis & a9t v=4

niefg I fefes yfsmEmus B0 A%
EE] (Y) (R) (In) (l9)
(1) (2) (3) (4) +(5) = (6)

t 100 400 40 0 40

t+1 100 400 40 0 40

t+2 105 420 40 20 60

t+3 115 460 40 40 80

t+4 130 520 40 60 100
t+5 140 560 40 40 80
t+6 145 580 40 20 60
t+7 140 560 40 -20 20
t+8 130 520 40 -40 0
t+9 125 500 40 -20 20

m?
&t FAT AEE T 2. wis =g ufowT nivg-TASI A fid 1903 g Qusar w3 Ho

foem feg Aeg & AHfsmm)

3fHar t 3 3d t+ 9 3 AN wiefa T g% 83uTes, Ut Aefa, HO foen w3 Aow foem T seo< §
feurdt 1 39T T U v = 4 Hoaa, =3 (desired) Ut Ae'a T AR @ B83ue 7 4 g J fAR
7" A33 (3) feg feurfenr famr 31 yfsmeus foem AR t ¥ Uit Aefa = 10 Yf3E3 Hiewr famr 9
77 fa 99 niefy fég 40 a9z quB feufenr fomr J1 A3 (5) <9 Ao fom fox nefu »i3 fusst
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niefg € 83uws € gE%< T v I +
J18vggz ¢ &, wiefut+ 3 @ HU
fsem=v (Y, , -Y ) A 40=4(115 l
—105) | feger 3= feg I fx 3e9x & |
5 4 fesr 3z 3 ot Bsue fog 5
10 37 qu? & =fodt 3= 3 Wi i
v @ da o 0 R & o fTTITI
efodt get 91 ufgeHrRegu Jdles |

Output

v

AN & &% Har a9 80 d9F JuR
J At I (A3 6) A3 40 59T R
yfsrEys foem (RS9 4) w3 40 a93
Ju? A faem (AZ9 5) € A% 3 yu3
Jet J| 7 3 vt <Az (B3uTes)
@t ¥ar feg <fodt J<t I 3¢ 3 7u N\
foon us3Ha Jer J1 UT A feg ue O  t4+1 t+2 t+3 t+4 t+5 t+6 t+7 t+8 t+9
& 5y et I 3t Hu foom foz=sva Time L
Jer 31 €3 3fsar <9 % 83uws frsg 11.1
A3z 2) fanefmt+13t+4
I dugt w9 &% <fout It I, fert 397 AU foem €9 @9 mefo t + 5
t + 6 Sa feg wWedt €9 5% Suer I w3 AU foem wWe g Awl T wefg t + 7
t+ 9 3% a% 83uTEs fareT I w3 Hu fem fas=va T At T
39z o3 & Jurfesg ordt fosg 11.1 e feurfenr fomr I frg €3 @ foi T a& S3ues a9
Y, + 4 niefa 37 Suet €9 57 OeT AEt J1 <9 t + 6 niefy 3q wedt w9 & Suer I feas e
%wmmﬁwﬁlﬁaahgaﬁéﬁﬁﬁg/mﬁwfew%%{wﬁu4ﬁmm
Wﬂuﬁ@ﬂﬁveﬁﬁaﬁ%%{@%{@ameuﬁaﬁeameuﬁw%lwmmﬁun4m§
t+ 6 @ f<g 83uTes wodt w9 &% Suer J 3T AU foom uie I AT J| 7T t + 7 niefa 3 83utes we
wmm%wmﬁn@wawalm/mmﬂw%mﬁﬂﬁﬁw@?m
Wmmﬁnméwﬁﬁlwwﬁgmm%hmﬁﬂmw%m@
Ae nieflr t + 8 99 feg 79 § Aref 9 37 |, T €3 & viv Jue BY &9 feet 31 f&d fror fem oz
fﬁmﬁﬁﬂﬁ@mﬂa@méuﬁﬂmﬁﬁn( ) fea &t =9 5% nige-feerer few J foor 31
Ao oy (Its Criticism)
3e9z-fomH &t 989 HisTR ¥ 9 nigE-FSdn 3 a5t midgerer dist J1 feaet At Js fadt I
1. U-83uws nigus AfEg dt (Capital-Out Ratio not Constant) — 3<3=-fowH Afeg Ut
83ures (capital-output ratio) »iEUS 3 I3 I U Milfed 939 @ AATT &9 &g nigut3
Afag &Jt gaer | nrferarg i3 83ues w3 83ues ©f 3asia feu fad39 Aue Je 99 I6 fa
% Urt Bura wr yf3 fearet 83ums 2u At I1 w3, T93Hs Udt BuRaY 3 20 JuasT 5%
aH fasT 7 AaeT J1 39, diHst, HAgdt, fanmd © Aag & formurfant € ysammrt g sese
% I HaT 3 ygTe Ut I i3 UrT- B3ures niguts TEE AT I1 fER 39, dRt-83utes nisuts
Al o5 i s Fenmfaoosierd o1 e miertred 3w et )

2. AAUS &9e9 adt (Resources not Elastic) — 329=-fouH Ha fget I fa Aus Suwan sfoe 9
(resources are available) | As &ged 98 Tfoe Ifa 8as'é Urlas <Az 8har 3 &fenr &
A fie 5% 89 fers a9 Aoz | g 3 Jt Hae I Aefx nigg-feerer & 39rarat 991 Ud Fe
wige-feeREr fog @19 Ugz JAdTT ¥ U9 3 UA Al J, 3T UTEUS ATUST S myuEsT € 9T
Urit-<Az BGar fers odt &9 uw'| fEoe &% 39z foun & agedt AfHs I At 31
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10.

11.

usie ¥ fsmafant mH3T (Idle Capacity in Plants) — 3e9=-fHuis Hs fset I & usie @ Buuas
(unused) AT IT (excess) HHST &dt Jet | Had I HAGT WUt UIE HHST 576 SH &dT a9 Jdt
3 n3 famafanr U Aidt I, 3T BUSIST @AM @ B3uTes feg IOt J= <t <t Udles Srznr
T B Ha1 adt et | fedrt AfESt e 3e9=-foun &dt & a9ar| 29, feu AU nefax
HAST (recession)fSg &1 adt Jer falfx €r few 99 AH3T &dt J=att |

fefes m3 sAsfea UHles Ae'a f&3 »i3T (Difference Between Required and Real Capital
Stock) — 3<9=-feuH fer Ha3r 3 »fez 3 fa fEfes »i3 em3fea Uios Aefa feg agt
niz39 &dt UfenT Fret w3 Aag J< & 3T foq It niefy f€g ydt 39 AHUS J A I1 U9 fo9
Jrtars T3t 83utfes &9 99 8ar urfost 3 Jt yd= AH3T 3 &H &9 99 J 37 fex nief &g
Tt 39 AU g9 Hae &dt § AaeT |

fs<m @ At <t feS9e a4t (Does not Explain Timing of Investment) — U3z AH3T 3 Ug
A= €t a3 3 feg 3= I fa 83ues <t @t Har feaeH yfas foem st 91 ferset <z
fomH fo=m ® AR & foAm (timing of investment) &ars fég niAes der 31 830 u fg, feo
(time lag) J AaEt I1 Bergdz 2 &1, Add HA URDST 4 AS J< 37 a2 foem = yge fea
A% &g a4t gofa g9 At fég yf3z 92ar|

Uiar3 eAzwr & &3 w3 BuwmansT 3 fewe adt (Does not Consider Availability and
Cost of Capital Goods) — 33, Urtar3 @Azwt & yust @ A e formg st &t Busafa miz
a3 »3 fe3 & yuwsT i3 a3 3 fagsg a9 I

AEfuz Yrlers BuRae @ &t 3e9T yge 9 (Acceleration Effect, Zero for Installed
Capital Equipment) — &7 ¥is f&37 Aer 3 fa SusasT emznr <t ot &g =fodt = ufast
3 nigHs &t 13T famr At w3 fuss faemt f&g Bawst ¥ et ot feenwr &dt i3t et ATl
Ho@ I HaT T YISTEHS J9d Url Burad urfawt Ot a9 fe3r fapar 3, 37 feae &% Ufes
foem &dt J=ar »i3 3<9z YT Hid =ar|

nAETEt HaT € ®Et &H &dt a9 (Does not work for Temporary Demand) — fer frai3 widt
feg & Ho 3%t I fa &<t Qusar Har A3ET et T Aad fog aHeT J° fa BugasT ergni @
BT Har wirETeT J, 3T 83UTEs a=t Urtds Tr3nT 3 foor adt aoe | fee gae, 89 s93H™
Yiars SurET § W9 TU J063T 5% TEY <Ot JEt HaT Udt &9 Aae J1 ferset 3e9T adt
AS® J=ar|

A & ygSt &9€9 a4t (Supply of Credit not Elastic) — 39z fouH Ha 3%t I fa Ay <t
ygst Bgerg get I, 3fa AT Yfaz Busar ® ufsemregy Ufes faem 9= 37 Urtes @A Bhar
T ST oo € &2t ARSt Ad wiATst 5% fHS AG | Ad9 ARST AR USwsy HT39T e Bussg
Bt gedft, 3t famra & w9 88t IRt w3 Ut <H3w 3 TU3 uie facm d=ar | fem 39T 39T
YIE JU &% SH &It A9ar |

ysuE™TT & giiar § sxanie® 9o (Neglects the Role of Expectations) — 33 fouH
gt vy it feg T fx feg Burfipr Irdt fagew 3= &9 y3ummt € aws™a (role of expecta-
tions) & aranieT aJeT J foer fogem aes Har It dt ysrfes &dt g2 31 8T 3<t ysummm
ysfes de 751

3FBTet arga €t gfkar § sHane (Neglects the Role of Technological Factors) — 383
fomm €t fea it feg & 3 fa feo foom 2 Gtfaele arga €t ned®st aget I YUfdeia sese
Urit-gu'8 A" AoH 998 I Ao I | fenwet 89 favm € H=9r § uie AT <u 59 Aaw I5 |
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12.

13.

14.

&3 @t fe3 ¥ AI3 ¥ Ju U awanied (Neglects Profits as the Source of Finance) —
fer Has v 3e feg I fa @on foen BeF @ &1 fe3 @ gradt AS3aT & AUTT B¢t J1 U9
nrgfed yHs g9Aer J fa <o fez @ godt AdSTt €t gAe risfoa AISTT § geet I 3W9s
fouH fer e feg mg I fa fea nisfox fez @ AIZTT @ QU f9 &9 & sHOMEH J9er J1
TTH3T ST &3 T Uug foen v fex Wy fogugs I
WESE 3 R3AAad odt (Not Precise and Satisfactory) — 4. 8aR (Knox) € H3fad, faem
2 AR fogugz & fenifimit @ Ju feu 3<a9z fouH wE—E &t W3 wiH3AASR & J1 ferset
feg faem A’z 3 nuswuz T
o3 € HF fifg &=t &9 (Of no use for Lower Turning Point) — feret feg dg a1t fenmurg
T © 8 © HS fe & fenrfinr a9z féu feess T

2

THE 39z fAus @ Aau 3 fegg UF a9 |

feo Hivet @ gege I o3 & 5Ae 3e9z © fouH nmes-yAss & ydfonr 3 20 eRsfex
3 AURS g6 J 13, Bugdr € 979 3 »iHes 3 faer @ gewe o yge feuer 3, mefa 3<9s
fo=m w3 ninres & Busar © yge § fars sger I1 fer 397, 3e9z Unt @ng 8har @ 839-geet
T UyfSeHR=IY wiHeEs W3 JHAIT <9 I @8 37 839-gs18<r €t fenrfimr ager 31 ud feo o&
T "3 feur & nidmr €3 8 W3 fenrt & <u daft feurfinr a9 Aaer 31 gafonr 839-gelet §
AHSTE ¥ BT WHES Yrss ©f ydfanT T Iz ferdns 2 &t AHg®Rs, foan »i3 asfes faen

nigE-ARSfon & gd i3 39T § fie fest 91

AS HBIE (Self Assessment)
ggfeasn yAs (Multiple Choice Questions):

3.

83uTes @ fan A &% Urt AcTa e dedr-

®) ==Ee () TS Bt

(®) &3 (F) 5aA®
yfsreus foen Aftg 3= &%, Ao foer B3umes 2 99 Uug & wiggy J=ar -
(®) F=E= &dt (o) gaTT foem

(%) gorTaeTea (A) FEefed |
83ues ¥ fan ses= 575 YTt Aef feg dear-

®) T=E= () TS Bt

(®) 3 (7) fee fe ot &t
E3ues <9 feudt o o foem R 23t &t T A<t I-

(®) it (nf) afodt

(¥) SSAS (7) fee 39 ot &t
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ﬁl

1.2 SGe o foem frus fRe qu @ aH

(Role of Accelerator as a Theory of Investment)

39z U3 € Wafaa, foem Har 83ures & =fadt 3 fagsg ager I fafx 83uws & =fadt &%
SoHt § Yoz et I fa 8o &t Urters ergnr @ Aeta T efodt aos | B3umes @ sese »i3 fosm
T AURC AI UAt-83umes wigums (Al/ AY) 3 fodad ageT 37 v =Al/AY fAB v 399 I mi3 AY
83us © gTee »i3 Al fovm © SEww|

Joitas feg 3e9z foun foo erer 3 & Ut Acia <9 gese, 83us @ sew< 2 V a7 © S99
Jer JI I= Al = vAY. fer U3 €9 39 v U% FeT fex 3 <u Hfenr Aret § far a9 AU focm
&g =fadt Aer 83ures <t efadt 3 fe It T

fea nige-feerer fég 35 397 © faem urfenr AT I - AS® (Gross), YFSAEWS (replacement)
W3 HT (net) foem | Aa® focm = yf3meaus fsem + HO foen | Aag yfsmeus foem Afeg Hs f83r
A< 37 A® foen 83umes € U9 Uud @ &% ge%< ger J|

39 U3 &% HU focm i3 A foer = 83ues € % Auy fesT Ael I Ao feer e A39 I
| = AY, 3 Aa® foem Aaz € et Hu foen € A3 €= yant @ yfsreus foen (R) AHT &9 fev
I5| W3 A f6<m |, =V + AYR |

39z © foem A3 @ gu S aH <t €3 3fear 1 w3 839 11.1 €t Hewe &% fenrfanr a3t aret
J1 fere &% I3 9%t AURS J Al I

urfasT, 3e9E fowH 83ures i3 foer e Hag § fenias ager I

o, foom & 7 ufsesss , 83ures RT ufgeass © a9z der 9,80 83ues T ufsesss 3 <o
Jer J1

S, nigafeerET ¥ Y3 AHST 3 dH 596 ©f Ha3T € mus 3, Alarfr 83ues &g 83t fifdt &
2fatt 9= 3 foem &9 AUaR 3V g3 <u <fadt J=dft | femer s fou I fa fasm g fadsa =fadt
¥ BE nigafeengr § AET TULt JET €9 &% <fodt q9at Ut |

gTr, 3fwar 1 i3 fe39 11.1 3 foo < AURe Je7 3 fa 3e9a @ Sdaas 3 faem w3 B3ues fex
nftg &g =it 9% T At J1

g, 39z fouH § #dg MEC w3 MEI T5@ &g fonas &i3r A 37 83ues © ets @ &% &<
359, # gHA Urt Aed w3 foem a7 Aafos 3° gs, €3 3 fiFa Aradt

AS H®'SE (Self Assessment)
I3 &3 o2 ads &9 At w3 a3 & ufges a9
(State whether the following statements are True or False):
7. 3<9z fomn ¥is & I fa Ao Buwan Ifas T51
8. HUG #TEY 92 Toe 76 3T ust § Urlas <Az 84ar 3 Sarfemm AT A |
9. 3<9z fouH He & I fa Ay & udst Boea &dt Jet |
10. fa<m @ AN-foguras <t fenrfimr @ gu 9 3<9z fouH wu9T &4t »3 wiASEASR <t J1

11.3 AY™ (Summary)

fes Anfet € gege gex a3 & »uEr 39T & feuH niHEs-yrss & yafonr § <a
TH3fed M3 AURE S5 I I&x, BUSdT T 9 3 miHEs 3 faen &g sewe e ygre fouer
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3, mefa 39z foom w3 ninies 3 Susar © ygre § fanrms a9er J1 fer 397, 39z Ut @rg
BUar @ 83/9-g=ler ¥ UfSEHRRIY »THEs Wid Jrdrd 199 d @ 37 839 gt &
fenrimr a9er J1 U39 feo a8 @ U3 fionr @ gae €3 @ 13 fiou & <o datt fenrfimr
g9 Ao J| Sade 839-93 § ANSE T BT mTHES Yras ©f yafonT & udz ferdee &
BT AHGeAs, foan w3 gsfes <9d nige-H3d 3 I W3 391 § fHer fesr 31

11.4 wgeaH (Keywords)

o 3TI=(Acceleration) - dIf3egus |
o 3TIS(Accelerator) - IfIIUR |

11.5 Mfe™ yHS (Review Questions)

1. 39z fAgz I ot = J?
2. 3=9d fAUi3 & argerdt 3fsar en |
3. 397 firus m3 foom frais § ufssrfis ad|

€39 : AR &I (Answer : Self Assessment)

1. 7. »H. IBFI 2. MisU3 3.®
5.®) 6. () 7. ASt
9. IH3 10. ATt

11.6 Aufg3 YAsat (Further Readings)

&

4. ()
8. Adt

Fam 1. HIIfEASHAA : GEdt W3 UfSAT : »ig. »i%. »igAT, WA, 9¢ USfSaHs,

2010.

2. Hadfearafian &t &t : »ig. WH. 58 ATTEIET o UIf%ans, 2012.
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feargt-12: Hear & HaT : Heo o ufgns frgis
(Demand of Money : Quantity Theory of Money)

few =AZ (Contents)

€<w (Objectives)

YA3™2ET (Introduction)

12.1 HeT & H& faad ag€ I5?(What is Value of Money?)

12.2 HEdT T H& »3 tH3 Uag (Value of Money and Price Level)
12.3 HE9™ @ U @ fAU'3 (Theories of Value of Money)

12.4 yegr = yfens fAT’3 (Quantity Theory of Money)

12.5 He9 & ufgns fHU’3 @ € AHiags (Two Equations of the Quantity Theory of
Money)

12.6 ferg 2 AHiags <9 Hea™ Tt YISt w3 HeaT & Har &t nieugzet

(Concepts of Supply of Money and Demand for Money in Fisher’'s Equation)
12.7 WAE™ (Summary)
12.8 wWgEdH (Keywords)
12.9 wfe™ yrs (Review Questions)
12.10 w&fuz yAzat (Further Readings)

@<H (Objectives)

fer fearet @ wiftmis 3 g fefenraet Gar J=at:
o HTIT T HE A6 Bet|
e HTJT T HE ¥ fAU3 AsE &t
o HuIT ¥ Ufows fHUS AaE BT

YA3EST (Introduction)

HET™ ¥ H®, IR »3 A=t T iy SiH3 UTe &9 €®< (Inverse) HaT Jer I | AT miH otH3 U9
ueeT § 3T HET T WS JaET J|

12.1 HeT & s 98 a2 57 (What is Value of Money?)

Fe8Eg € Fuet 39, “HETr & udtw Aast § It Heer & WS far AfeT 1 7’(The value of money is
what it will buy. — Crowther) Hed™ & fea fearet € ge8 9T fashit TAge! »= A YUz Jehnt
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5, 80 &t R = % J| Ia9eHs € H3TR, “HEST € HE I I TR3N & @R W39 3 I | AUE
U 375 HE T o fex fearet @ se8 &9 yrus gt 31 ”(By the value of money we mean the amount
of things in general which will be given in exchange for a unit of money. — Robertson)

AS HBIE (Self Assessment)
feaz gt § 39 (Fill in the blanks):

1. yET St ufse Aast § St weare ... farar At I
2. HETT R HE WS TS WS ARl e mH M3 Uoa 99 ... Heg Jer 31
3. € nTH JH3 UTd weeT I 3¢ Hed™ & HE J1

12.2 HEJ" T HS W3 &tH3 UTT (Value of Money and Price Level)

85 TH3NT W3 AT @ H% Hed™ © gu <9 fanrs oISt AT AdeT J, U HedT € nusT S Hed' &
U ST fanis &t 13T A AKET | Add HEd™ ©F H& A3 W3 Aer & guU fo faurs i3 Arear
3t HeT ® BT HE § Al falfa Arg e st &t et i3 Aeet uEt AiEt 91 fem afsset §
TJ 59T ¥ BT viFt HETT T AHfod ¥ oF BT of| feoe et wirt g3 fedwt emgnt w3 At §
goe I forter niAt 99 99 U@ Hies &g Butiar a9e J1 fist & »iAs ¥ oF i3 A<t 3, 8R3
nq StH3 YT (General Price Level) faar A/ 31 wedr @ H®, R3S »3 AL ¥ miH otH3 U9
¥ 882 (Inverse) AET Jer J| A€ »TH &H3 UUT weer T 3¢ HEaT @ HS® Sae7 J|

>

1

HEJ™ & H& (Value of Money) = —ﬂ“uua'(P)

(feg P dtH3 UTa)

feafea fema @ Haet &9, “Hear &t ufge At otH3 U9 ¥ 3l €%e Jet 3, wis feger wiftmis
StH3 Yug @ niftis @ ANTS & dEr 917 (The purchasing power of money is the reciprocal of
the level of prices, so that the study of purchasing power of money is identical with the study of
price level. — Irving Fisher)

|

=

ACH fga Tz »i3 AT T H& HegT @ gy &g famms disT At 3, ug Hegr &
MUST H% HEd™ © U &9 fars &dt at3T 77 AgeT |

12.3 HEd" ¥ H® © fAU' (Theories of Value of Money)

Hed™ @ H® Hadl froist &g fer ai% e fours gftnr At 3 fa fa’ Hear @ U o3 o9 @ €%
foaurfas Jer 31 fem Aegs &9 € Hos<uds fAu3 fer 397 9% - (i) Hear uforrs fATT3 (Quantity
Theory of Money) »3 (i) HEJ™ € d&fiws fATS (Keynesian Theory of Money) fer niftmis &9
d< Aozt e feRsaudes niftmis 13T Aedr|
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AS HBIE (Self Assessment)

Fggfeasun yas (Multiple Choice Questions):
4. Hed o ufge AaSt otHs Yedr 3 3l det I-

®) 85c () niag®

(®) fedu (m) fee &9 a2t &t
5. HeT R ufoHe w3 Hegr e Ws e ... Hew J1

(®) g () 59T f5m

(¥) AHBUT3x (A7) fee feg ot &t
6. U fuscsdsnsdmafea ... frats yAgs 3T 31

®) ufon= () B3

(¥) a9 (7) fee 39 3t &t

12.4 HeJ T yfgHs fAU’3 (Quantity Theory of Money)

Hed T UfgH's fAUT3 Hedr @ U @ feguaz v rY 3 yoer fAai3 31 feaer yfsues A 1566 &9
29 ni9g-AHed! s &€t (Jean Bodin) 3 o137 At | A% 1588 feu fecdt @ wigg-AH3<t @esnst
(Davanzatti) A& 1691 {8 nialgr nE-AHSH /s && (John Locke) w3 A5 1752 f<T 3fes on
(David Hume) & fer fru’3 €t <0 AURe fenrfimr SiSt AT Sodt AET e fer frufs &t fersfss
fonrfimr feafeq fema, Homs, tiar, Ia9es »ife vme-AHefInT & &St 31 4. fises dens
(Milton Friedman) & »mafssr ufenrs frais (Modern Quantity Theory) U &3 J1

HET 2 Ufons fAuis 8 H3™=d HEar @ ufons m3 »iH JiHS Jue f&e fea ysum w3 mgufsa
AT I m3 HEar € ufans w3 Hed' @ 1S ¥ 8% meufsa Rag 31 (The Quantity Theory of
Money states that there is a direct and proportionate relation between quantity of money and
general price-level and an inverse proportionate relation between quantity of money and valve
of money.) fer fATi3 @ H3TEx, HeaT @ uforrs feT =fadt J= & aitHs Une feu 8At niguts feg
Sfadt  AEt I w3 year @ uforrs 9 Mt 3= &% oW Uue feg 8Ft nigurs feg ait 9 Aiet I

o #. 1A, % T H3TR, “HAT 99 IS ANTS IJ 37, HET' @ NS BRE wi3Tr &t Bwe fomr ST
FE®T ger I | HET' € H3Tr €t 99 2fadt Heer € HE § CFt nigurs T wedt I w3 weor &
HST" € 99 ot Hea™ € ¥ § 8t nigurs &8 famet 31 ”(The value of money, other things
being the same, varies inversely with its quantity; every increase of quantity lowers the
value and every diminution raising it in a ratio exactly equivalent — J.S. Mill)

e 4.3 F. @, 3T Hge ffg, “year T ufons a3 3 ysT 9@ 9 fX W3 Uae &9 wear
@ W39 39 3T T3 e 575 Y3UR wigu's &9 g e I Ad9 HEdT €t W19 € a8t
J At 9 3T Wz Yug & € o= § e 7| fert 397 feg €) &% &% deadt| 7 (The quantity
theory of money states that the price level varies in direct proportion to the quantity of
money. If the quantity of money doubles so will be the price-level. Similarly, they will fall
together. — Prof. A.C.L. Dey)

o fome ¥ mow {39, “3Ja1 o Afae Ifoz 3, 7e 986 &9 Hear & ufowrs Juer I 3t 3
g9 fe ySuR vigu3 e Suer I m3 HETT T B We § Aer I w3 fear B @ der 91
(Other things remaining unchanged, as the quantity of money in circulation increases
the price level increases in direct proportion and the value of money decreases and
vice-versa. — Irving Fisher)

LOVELY PROFESSIONAL UNIVERSITY

ﬁl

107



AHAS nidEATAST © fAgis

108

m?

at gt e 7 Her & ufgerast § Hear v ¥ faor Aer 31

12,5 Hedr @ ufgnr= fAuis € € mitleEs
(Two Equations of the Quantity Theory of Money)
Hea' & ufars fAU’s &% Aafus € vy AHtages fer 39t 3 -
1. o feerw 7 femg ¥ AHiaes (Transactions Approach of Fisher’'s Equation)
2. B RA A" aHfgA AHtagE (Cash Balance or Cambridge Equation)

(1) &ae feeAw A fera & AHIEEE (Transactions Approach of Fisher’s Equation)

23 1911 &g yarfis Uzt uRSA “The Purchasing Power of Money” @@ 4. feafear fema & vear
€ ufonz fATi3 ¥ sae feeAw efgrdlas (Transactions Approach) &' yfsures oi3T J1 feme @
W3, “Hear @ ufgHz fiHas e feg qEs At T fX HeeT @ 9%6 a1 i3 fenmurg &t Hiser @ Afae
oz 3 K3 Yue € y3uR gy &9 Hear &t 39T 9 9 o8 gewe @ u3faa sese der J1 (The
quantity theory is correct in the sense that the level of prices varies directly with the quantity of
money in circulation provided the velocity of circulation of that money and volume of trade are
not changed. — Irving Fisher) 73" feg few@er 3 fa Heer & W& ( 79" fa dtHz Yuag @ €®< 9)
Head" ufgns @ &% feuds qu fég gese Jer 31 mH3T 3: fere @ Hear ufors @ I feform
AHtagE (Equation of exchange) € Ju & yGiar &i3T A J1

PY = MV + MV’
)
p_MV+MYV
Y

(fAE M : yo®%s 98 Hed™ A IJ6HT B H3TT; V © YBBa 3786 HEdT A adaH! & H3aT €t
%6 A3 ; M : ' HEd™ A7 A™Y HEd™ ©f H3T™ ; V' : ATY Hed' ©f 986 dIfs; Y : SRSl
3 At € g% H39T fAreT Hedr € HitmiH &% feform der 31 feg emsfea GDP §
feu@et 3 1P : StH3 UT9)

83 fou mitags 3 uzT g I & Hear @ ufons (M + W) & Rt %6 aIf3 (V + V) &%
I I (MV + MV') 3 forfes miefa &g year &t g% yIst § ArfenT 7 AgeT I i3 AN
<t fea forfez miefl fSe Trzn w3 Aeef & H3TT (v) & dtHS UUT (P) &% I &9E &%
(PY) 3 HEg™ & Har & ArfeonT A7 Aae™ J1

fers @ wafaw, fea farfos m=fa 3 M, v, v »i3 Y AfEg 3fge I, »i3 Hear &t ST w3
dH3 o9 e fex y3ww Aag Aerfus § Aef 31 eX mEet &9, Heer < H39r () &9
ewasmmuump)%gaemaﬁam@m@gx(g)eﬁmﬁg
we g Aet I

He ofeg fa M=1003.; V=8;

M =2009. V' =4
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Y =400 Y
p- MV+M'V' 100x8+200x4 800 +800
Y 400 400
_ 1600 _4
400
o 1
M3 HET™ & HS (—j 1 g.
P 4
I ye&T9 ysya=ret HfensT (The Underlying Classical Assumption)

HETT @ U39 3 JiH3 Uug ¢ R9 feudls nigus @8 A7 HeaT @ H'ST™ i3 Hed' @ H& @
feg fex @ et fox o Ao, uSusert U3 @ foa feRm foraer I w3 feo fer HifonsT 3
W3 I T Hedr & aes W39 fex Ot an 3, I fefoHw & HitmiH |

ferm gu g feg Hfenr fomr 3 fa feform @ Wit @ wiger Hear e af 39 aH &dt I
fAemr % & Ao | #d9 fed @9 fem HisnzT § get fesr AR (i3 fonfos gu fée feog Jeor
gt grfger 3 faBfa feo Hians ersfea Hies Afafs @ fegu 9) 3t uSuaer fex-2-wet-fea
T HegT €@ YISt »i3 StHS UTT © U Aftdiy Aeg e @t gers J Aedr| wiftms 3 vid foR
g ferer 83y o3 famr T

fema T w3, A Hed™ (M) »i3 Yg%s HEd (M) ©F »igu's Afag gfoet J1 feger =
feg 3 fa fio9 Yo HET™ (M) € I8t J A< 3T AN HeaT (M,) <t € g8t J At | fer 2t

M = 2009.;V=8
M = 4009d.; V=4
Y = 400
P = 200x8+400x4
400
_ 3200 _ 8g
400

m%m@ﬁwswp):lg.
83 fe3 a2 Begdz 3 f&u AuRe I f& Heor &t
H'ST™ § € J67 I9S &', itHS Uog & € go7 J
et 3, g feg 4 3. 3T 8 9. I AT I v E= i)
m?wzﬁzﬁrwiééaﬂw%
83 fe3 a® Bergdzs 3 o FURe I & Ae Hear &t
H™39T € Jdt J At J 3¢ SHS UT9 & edeT J Arer
J1 feu Jua 4 3 8 J AT I »B HEdT T HE uicaT
1/4 3 1/8 F At T

HEJ™ & H3T" ni3 K Uu9 € <9 wigurfsa Aeg § 450 -
fgz9 12.1 f&g feurfenr famr 31 o) My M %
@gégaﬁmawpzf(,w) OX—%’H%);EEFE’T Quantity of Money Demanded
H3T™ w3 QY — il 3 dtH3 a9 © <9 y3ur nisurfsa frza

Aayg § feuret 31 »ig AE vear & HsaT M M, Foet I 12.1

oo

> <

B
(8]

Price level
T
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3¢ &3 UTe PP, 8t nigurs 88 Suer 31 vedr & Hisar & yfses efodt =(%]aﬂﬂgm
1
e yfsms =fodt =[|3—PPZ) ¢ 5959 J| fer 397 AE yegr & H3TT iR OM,, 3 OM, & vt J&t
1

J, 3¢ W3 UuT <8 OP, 3 OP, & &t BHt nigurs fg et J1

E

THE HET™ & & W3 otH3 Utd 3 »inug fege dr &g |

12.6 fera € mHiaes R Hear & yast w3 year & Ha <t nrugs=t
(Concepts of Supply of Money and Demand for Money in Fisher’s
Equation)

(1) HeJ™ &t ygst (Supply of Money)
HegT & YISt € 337 3 fags9 &gl I, (i) HedT € HISTT »i3 (ii) HeaT ©f 986 3|

(i) HES™ & H3TT (Quantity of Money) - HEJ™ & HT3TT 3 I Yg&a HEa' (M) »i3 §& & Har
A (M) frgg A vear <t faor Aver 9, & A3 31 ferset

Hear S yTst = M + M’ = (32 + fHX) + Ay Heer

i3 HETT € HSTT 3 I< HETT ©f BR g% H3TT &% J 79T fa @rgn i3 Aeret § dfges
T %o Bumag Jet J1 TH3T <9, uSudel ni9g-AE3Sd (fae €9 fere Ave 06) @
H3TH, Hea™ ae® fefarm & Wit € et yuar e &t 7 Aaet 1 ferd He & Fow &
‘g’ufggaa"rarfunrrﬂ@ﬂ fer a9d, Yyg®%s & Adt HedT »is AeeT § dides © ®et Busay
Jat T

(i) HeT" & 95 T3 (Velocity of Money) - & forfas ARefy (39 3 foa A) <9 Hear
ﬁﬁa%wﬁﬁ#w%aﬁnﬁﬁ%eﬁw&xﬂﬁ%wemny of money is number
of times a unit of money changes hands during a specified period of time.) HEJd" & 9%s af3
3 g J fa Hear <t fex fearst AR &9 fast 79 @A3w »i3 A=t ydtedt J1 Ho ®fee,
IH ¢ 3% foa gufemr 31 89 oy 3 fox Us ufge &er I AuH Bt fex que 3 Hos 3
fHoret ufge &er 31 for 397 AR & fea forfes nieft fee, fox que @ &c o 99 T
feform 2 Afent § fouefonr 3, g fea JuT © a2 5% T9 JUB & &M &3 J1 »i3 fex
JUT &t T86 J13 979 Jegan | fed eF g Hedr &t 986 J1f3 § Y3 J9s © B feq &9
3T g% gHedt 83ume § HegT € YIBas HSTT (Money in Circulation) &7 3T feet Amer J1

IS THSST 83y (GNP)
yu®s €8 year (Money in Circulation)

B Af3 (V) =

fer 397, Hear S IH YISt =MV + MV’
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fearst-12; year <t Har : Hear e ufows fiois

(2) HE9™ & HaT (Demand for Money)

Hegr & Har ferset ot Aet I fafx feo feform @ HiowH & aH aget 31 »is fan fea
AN, Hed™ & Va1 AnH e fa3 A @8 fefora & vsar 3 faggg a9t 31 fefona &
H39T € di%T 3 faggg aget I -
(i) fermufda AE (Trade Transactions - Y) - fenmufaa Rfentt &% 3re feq fsrfez AR 2 g9
Hed © gu &9 fenmufaa Afenr feg 36t Ae =@ Aan w3 A=t & a% 3f3d H=ZaT I
fea =iz forfos AN © S9< frat o9 St A=l 8Arg fenmufas Rfent f&e farfonr amet 31
(ii) oftHT 4T (P) (Price Level) - &= farfes mi feg Y’ & g9 fearet & nins w3 ot (P) otar
et 31 fers &9 fegd niH dH3 Uug (General Price Level) dtar ATef I
ferm ®gt year & Har (Demand for Money) = &H3 Uua (P) x femmufaa e (Y) (P)1

IS vz fea farafanT dandtes @ qu &9

fems = feo vz 3 fa i3 (P) fex forfafan danfies 31 W3 Hear & yast It fagurfas
get 3, ug feg iy wige-feerer © 83uTes & HE, nHEs w3 Jrara § fegurfas adt amet,
fewt Arfonr €t yaafs uds drare @ U9 3 AfEg 7 A= & It 31 ferwet feme @ milses fég
Y UanHieg 3 (P) U9nHies ST d= =& gewet o et yge &dt Ue|

Hed™ € ufanrs fAais & Wrfenset (Assumptions of Quantity Theory of Money)

Hear @ ufgHs frg’s Js fsdt Hfenmset 3 norfas -

1. IIGHT M3 § HEaT € I%6 afs & AfEf3 (Constant V and V’) — &g W& fs3T aet I fa
SIGHT @ T%a dIf3 (V) »i3 A Hed™ »id 3 ©f 986 a3 (V') Afae afadt 1

2. nIg-feerer &9 AT yIz JHIS (Full Employment) — € AfEf3 ugh At J1

3. fewmrg &t AfES WST (Constant Trade Transactions) — Udz drdrg < AfEf3 @ a9
fera <t feo wasT & I fa fex farfes AR €9 fanmua & 13T (Y) 372 @/, A=l i3
yfzgfant & H3ar AfEg Ifoet T1

4. ¥ eI w3 ITGHT T »igu3 Afag Ifa=T (Constant Proportion between M and M’) —
feg a3 feg Hfon=3 3 wfas 3 fa 8 & H3T (W) 2T ges< J9aHT & H3aT (M) @
wiguts feg It Ifget I | Ae q9arT €t H3aT <9 fersg Jer J 3¢ &« vear <9 & 8Ft nigus
feg fersg Jer 31 fege B8 Ae SIoHT & Aags Jer J 3¢ 8§ Hedr <9 & AHpuUTs &g
Ages Jer J fabfa 3a nmust 8 feg AHr It § o5< 3¢ 96| ufgeHA=gY, ¥F Hedr &
HT39" &9 W J Aaet J1

"T&BYST (Criticism)
a&H M3 ABHST MIEEESfan AR, Fr3Es, giH nirfe 3 ferg € mitags €t I fafimr mageret
CIEI U
1. fea m AY At ANS9ER U9E (A Simple Truism or Tautological) — d&d € e <9,
“yegr = ufows fra's fea rewfhe AY 3, A9 Arfonr ufgrfafaut 3 g 92ar, Aag feger
afe Hose adt 1 ”’(The quantity theory is a truism which holds in all circumstances though
without significance. - Keynes) Hed & ufons fAgi3 fea Arags Ae A ARW AT AT (Tru-
ism) 31 feg a2t fed firdt af® wdt Erer fArg &x urfost 3 adt Aize | feg firo’s A eAer
3 fa gzt & g& Hefdd ugw & W39 dfgeserfenT & g% Hefda mHes € gamgg det J1
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frm FE 9 fARg fea nisus feniast <t Areer 31 feor ordt feg usT st woer 9 fa Hear
gt ya3t 9 sewe dz ¥ o9z diH3 Une &9 d= @@ gewe & TRsfed yafonr of I »i3
fes 337 feg a3 33 9z I w3 AF ufgHE J1 fee gt feg & U3 adt g% &t Hear
gt a3t 7 ufgey &9 e fag d¢ 767 feg 37 aes f&a ANS3T (Identity) & TFeT 1

. mEA3feA Hig3= (Unrealistic Assumption) — f&g fAo’s fer niemsfea HissT 3 nrorfss

3 fa o3 g 3 des HedT & W3 &9 IF @8 gewe wr dt yge der J1 Alaes € 99
II RV, V 3 Y § Aftg He fa3r Aet I w3 feat & dhvz Une 3 aet Y= adt Uer
TH3fed Hies &g vt ur I fa 33 o= fe Afe adt 3fo® w3 fea' fFe J= @& sev< a5
M3 o &g &t gese Jer I

. 9 AS339 &dt T (Variables are not Independent) — ferg & feg HiszT 3 fa M, M, v,v’

n3 Y AL339 99 J < fed € A9 3 9Et yIe adt UeT| U9 T Rsfed s &g niAt e
3 fx feg 99 fea-vrAd 7% ASS3T adt Je | fon fex oo <o ges=, MR Y,  eAd 97 3
& yge Uer I

. feurier (Lop-Sided) — »&ua € H3a=, fog fAus year & Har & »idar yeor <t yafs 3

<o g% feet 31 fena 3 Hedr & Har Afeg He a9 a3 feguras €t Har ® yge § IS a9
fesr 31 ferg @ W3fax, a=® Hegr @ yast &9 gese dT a% dt a3 Uue feu gewe
J 7t 3| feger ge feu I fa foo fau's féo yeor @ aes ‘fefarw @ HitmiH® (Medium of
Exchange), aH § It Hase fest Amet I w3 ‘H& © HW’ (Store of Value) aH &t meJ®sT
St aret 91 fern et feaurtn g’z 31

. o3 Uu9 fex fomfafant 33 &4t T (Price Level is not a Passive Factor) — fer fAois &t

feg HissT & T3 I f atHs Une fex forafonT 33 31 Ifsas ffu otHs Une fex Aafonr
33 I otH3 Une fiT 9= =% seww T JeE fanmug & W= (Y) 3 yse U 3, fatfs
aHsT g <fatt Iz & et &g efadt It 91 ufgeHARIY fenmug (Y) &9 i3 e <t
H3TT feT <fatt It 31 ferset szt few d= @t <fodt @ ags wear & H3ar & =fodt
&t T »i3 SiH3T few e I &% HedT & H3TT Wie J Afet J1

. <% YIT IAar9 <t AfESt 3 a1 3 I (Applicable only in Case of Full Employment)-

Hed™ @ UfgHs fAUTS ae® yds JAarg <t AfEf3 3 ®a1 Je7 J1Ud aod & H3TEd, »idg-
feera=t »iudE Srare < AfEf3 feg & I Aot J1 fedrt nige-feera=t &9 Hear & Hzar
feg =fafa I= 3 B3ues &9 5 fa vzt &g =fafa It I

. formufoa gagt & fowfimr = f&8 mAEs (It Fails to Explain Trade Cycles) — 889

T Y3, “ufenrs fiauis du 3 Iu fenrurg 99T @ J9S T MUIE HEIEIRR J 1 (The
quantity theory is at best an imperfect guide to the cause of trade cycle. — Crowther) fer
adt et I i3 3t 2 fost <9 Fa9 Hear & HisTr T feadt fa3 aitnst fab <o At 9572
ferer Adt ez 3 fa vt @ fost 9 year &t 9% aif3 uie T At 3 »i3 3+t <t Afafs &g
feg <o At I1 U9 fAUT3 3t e & 986 a3 § AfeT He der 31 T3 T HeT™ < 986
a3 f¥g gew= Jer Ifoet I

. MHAS (Inconsistent) — IH (Halm) ¥ W38 Hear @ ufors fAU3 wiHas 31 fer &g

HegT & W39 fAer Aau AR e &% 9 3= A3 fea AT (Stock) AT »APESHS T<e" J
IB& 3 fAer gy AN wiefe ¥ 5% I 3 77 fea Y=g 7 J3WsHE U9 J € 575 I
I HET™ § YIS SO T 636 Ai3T fapr 1 fed fAgr Sasiat a9 3 8Fa3 (Technically

Inconsistent) J1

. foor €t ®9 @ yze & »=I®ar (It Ignores the Effects of Rate of Interest) - feg fAos

dtH3t 83 famra &t ©9 ¥ ygre €t niedseT ager J | HI8aW, IR M3 Y. IURK mfe & mgAd
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fer fro3 & a9z T3 I fa HeaT & H=ZTT w3 W3 U9 &9 y3ur Hag der J1 R3S
&g yeg €t HsTr 99 I o sewe ford & w9 § yies ager I »i3 farm €t w9 T
JT T FEBR JIHS UUd <9 gew= Jer gder J| fEA%eT Hear €@ H3dT »i3 aitHs Ut9 @

USH & ot YIWH Agy Utfenr At J-

Hegdr & famra & foem & MTHES M3 S3umes & ot g
g feg (2| wwfdg [D|w=sofe|>|smef || susfee |2
THT ToHe THT THT TeHe

10.

11.

St 75 IfteRs € H3Ed, “HeEdr & Hi=er 9 9T T geee @ 593 Ot fmer Hase
31 Bt v Moz fiurw &t w9 3 8Us € Uz T8 yoe 3 5999 A9w 1 T weE v fHuTS,
7= faoma & €9 T 956 odt &9, HETT € fHUTS SI%iE € W 54t 31 (Changes in the
quantity of money are of great significance. Their importance lies in their effect on the rate
of interest. But a theory of money that makes no mention of rate of interest is not worthy
of being called money theory. — Mrs. Joan Robinson) |

%6 A3 § HUET HEE® T (Difficult to Measure Velocity) - ferg @ mitags f&g Hear &t
TBG I3 § HUE mifsmis afes T 1 vear &t fea fearet fea forfos Ay fee fds Ja &g Aiet
J feret =T 59T AT adt J feAe fewer Hear & % H39T Aes @ &Et fort aFt <9
Afg3 Hedr & AaeT Agdt J1 3793 fAd eF &9 & us (Black Money) & %s &g urfenr
Aer J1 fed fadt veor &t g% W9 i3 feret 986 aIf3 § WU HRfas J1 feoe wiwmer
53 AR € 956 a3 § AfE9 Hienr 77 Aaer I ug 0 AN &9 fer f&o sewe Age der 31
niefda 33F ¥ yge & »=dssT (It Ignores the Effect of Non-Monetary Factors) — f&g
gz vz U9 &t niHefda 33 8 Yy &t »edseT a9 I AtH3 UU9 § de® HEdT €t
HT3TT 3t yzfes adt Sae! gBid a8t 99 ninefad 337 fie, TAaf3d i3 Hafefamst nife &
& yge Uer 91 feu faos T fes 33T v niftmis &t atsT famr 91

[S° YIT IHAMT : YT UI<TE! nTE-AH3fanT ¥ T2, fX Hear & yadt n3 s Yue f
H'I-F'c_TLFrBH Aag ﬁ? ﬁ, i) YdJ< HIS 3 (Full Employment — a precondition of the classical
assertion of one-to-one relation between supply of money and price level)

UJugTeTEt nigg-ATESfantt T f8g U3 I fa udE Irard e Aes39 g9 nive-feerer €t yafafsa
weE 31 Quer v feu v gfaas few Buat @ fen feme™ &t ude-H93 I fa otHs vua feg
Bt nigurs 35 gew= Jur I fan nigus &9 year & W39 &9 gewe Jor 31 fex @9 fem
YIe-HI3 § YT' 9T 3, HETT € HSTT »i3 dH3-Uns &9 nieufsa Heg fea erzfeasT a=
At I, fARg gast adt fest 7 AaEt | U9 yAs Goer I fa dt ydz Irerg Aes39 miow-feerEr
&9 »iUE vy 3= T8t wesr 37 A 1930 © Trd & Haniet, fea fefsarfia yns 2 qu &,
fer H3 T AHIES &dt 9Tt |

&9 HA A aHfgHA AHIEGE (Cash Balance or Cambridge Equation)

aHfgr fenefeursy, fea®s € a2t nigaRHSfo fA?, HIr®, Ull, Iudens (59 <o dor &) 3
Hear ® uforrs fAo's @ sae An mitads e yfsues o3t 31 ferd afign mHtags & oo Amet 31
39€ BH AHIGGE @ H3THE HEd™ € H% HEdT °f Hal »i3 ydst Idt fegurfas Jer 31 AR @ fex
forfes fae 3, vegr & yast Afag Ifodt 3, ferset Hear & Har <9 I & gew=r e Hedr @
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H® (ni3 dtH3 Ug9) 3 <u yge Uer 71 ferset feo fAo’s veor &t ysSt @ eF I e S Har § <U
Hoze feer 31 fermet feg fAuiz § wegr €t Har e fAg’s (Demand Theory of Money) & faar aret
31 fer mitags § Ut 397 AHST © BT Hear € Har w3 ygst Hedt ooeret & niftmis Agdt T
1. yed™ & YISt (Supply of Money) - &€ AR AHGGE € H3TEd, HEa™ & yast fea forfes
AR fae 3 7637 € oF Quman &2, fAa »i3 gt &g Har AHT @ |3 I 1 (Supply of money at a par-
ticular point of time is the sum total of all the notes and coins with the public and the demand

deposits.) ferset

HedT €t YISt = 3¢ + fAd + Har AnE

Hiad AN ¢ fea forfes fae 3 feger fegrg &3t A= 31 feg fior fere™m 13T 77 AseT 3 f& Hear &t
YISt 3 985 M3 T JfE yIe adt Uer I

Iz fex )-T?B%’l_-l?é Dﬁﬁaﬁ(An Important Observation)

aHfem mitags T AHIEST 3 HET § & dew fefoHm & HitwH S wifug ¥ T Ao aH & &
ufgerenT A1 US Hegr & Har & niegge & fenrfim a9e 38 8966 Hear &t Har § feform
T Wit ® gu &8 yuer aes A7 w3 Afaf3 3 faues et yuar sz 3 9% fest Atl d9 Aeer
&g, ot year & a1 3 3 “Bs T € BT Ha” w3 “ AU @ Bt Har” Ht | AeeT G
T BT yedT & K & 13T AT HedT 3 HEdT JHTS BT HEd™ & HaT © Hos< & 8816 niedsar
3t A

2. HeJ" & ¥ar (Demand For Money) - aHfga mitage @ H3faa year € HaT 3 372 Hed™ @ &ae
AA € gu <9 guz & & & e J1 fere © H3fax, Hear & Har Buer aes, fefoHw & HitaH
¥ U &9 YGiaT 59F ¥ B ISt At I1 UD sae BH AHIAEE & H3TH HEdT ©F Hal & de fefeny
2 HitmH 2 gu fET Yt a9z T et gufa U5 @ How @ 82 et & dist Aiet J1 aa< AR ASTaT
TH3fed nmiEs T 8T migus I fiRd B soe HedT © U P8 Jus 8T I fersst

HeT & Hal = oae Al T A9

fer mitags ® y3fax, Ad9 Hed™ & UI3t Afee I° 37, Hear & Ha A sae An &9 =fadt 3= 3
SH3T Wesfamrr fafx B »iust ninies & Jur AT aae U &89 MuE dF Jue 984 mi3 s
3 AT € BT Quat €t Hat wie 919 | feow €®e, AcT saw AR € Har Wadlt 3t T3 w3 Reret
2 BTt Va1 04 fAR a9 K3 U9 g <fadt d=dft | SeeA™Y, HedT & Har AT aae AR @ otHS
Uug g €%< Aau J|

9€ BH AHlags € fg5 JUi3T (Different Variants of Cash Balance Equation)

o€ A AHlags @ fgs gu 3| fee 9 Haseuas <t fenrfinr fer 397 3-

H9H® & AHIaEE (Marshall’s Equation) - 37. H9H® & HEd™ & 4 <t fonrfinr Js fag mtass
T dst -
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(fem, M: Heg & H3TT; V: Hefdd niies; K: »nies & 8o fiFr I fir & 8a sae gu &g guer
T8 I%) falfa Hefaa »mms (Y) a5 83ues (0) M3 SH3-UTT (P) T dI56e® J, 3 Y = P x
O, fermet 83 faftmr mitass & fer 39t fafimr 7 Aaer I-

M=POkorp=M
Ok

#iad M = 100 &93 9.; O = 500 fearfenit; kzé (3° B MUST niTHEs & Ut fJAT aoe qu
feg w€e J) =,

_M_ 1001=m=1§.1{%w
Ok gugy ! 100

ﬁaaz%amﬁﬁ(K)é% g | 59 for 3 3€ dis dog Ty
10
100 -
T =23 yf3 feagt g mar
500)(%

Utar @ mis@E (Pigou’s Equation) Utar & mitaes fer 397 3 -

p="0
M

(fea, M: yea™ & g% H3T"; R: g% TR3fea nHEs; k: TTASfed vies & 89 fIAr fan & 3d sae
qu {9 Juz 98¢ %)

HET™ T H& niH ot Uud @ 8%e dur 31 & »ust At Hed™ S9aHT AT fedt arad HedT (Legal
Tender Money) ® U &g adt gue| 89 »UE saw AF @ £ form & AnT @ Ju feg gu= 7|
fer 3Em § fimrs &9 gue 92, Uig 3 mu mitads = g3 FRTs ozt fam 9 k = g3 fimr fefa
I[OH HET™ © QU 39 »id I3 8 AW @ U &9 gritper AT 31 &<t AHtags fer 397 3-

P:% [C+h(1-0c)]

[

S)
M:% [C+h(1-c)]

(fe8 ¢ : B € a% aaet, 1 —c: ¥ AT, h: 5 AHT & 89 fJAT 73T §'9 U2 o soe! © 9 f&g
(Cash Reserve Ratio) gnet )

8¥799E (lllustration)

. 11 1

He Bifie K=7i0=7ih=15

R = 2000 &f<e® 8%; M = 550 g.
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AS P U3 g5 J1
niHt AEe I fx

P:% [C+h(1-c)]

1
—x2000

- 2X20%0

550 |2 10 2

500(1 1 1

= —| —+4+ —X—
5502 10 2

S00p1, 1

5502 20

_ 10 M1 Sfeew 59
11 20 2

g @ AHtags @ H3faa, Aag wiHt HedT &t g% H=TT (M) ST agat J 3t Js et fedt ardt ferg
UT3T SI3T AT AdET I -

M:% [C+h(1-¢c)]

1

—x2000
4 1+i ']_1 :@[1+ixl]:500xg[l+i]
1 2 10 2 112 10 2 112 20

2

N |

=1000B+2—10} (f‘errﬁgmooX%=500§.8a+%a8a%m°rn+ﬁ;—f‘uapmm%»@

1000><i =50 J. ¥ Hea" 1)

20
11 1: Q'I 02 Q3
= 1000x— =550 9. D
20
g # i A9 K, R, C 3 h & Ao e e & p
3t Yoo € YISt e Je e8 sese T AT Yea e s | D
fég s Tewe g | ferd fesg 122 ot rure |8 e
a7 AT Feer - Ps
fozg 12.2 fég wear & a3 ugst & OX - wig 3 3 ~o
HET™ € H% § OY - nim 3 feurfen famrr 31 DD Hear i X
g HaT Se@ 31Q, M, ; Q, M, ; »i3 Q, M, HeaT & yast ¢ iy G
59 JI AR ¢ fex ferfes foe 3 yeor <t udst Afag
Ifoet 3; fermet feng fea At wst Jur gt feurfen fazg 12.2
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: HE9J' @ yfgnre fHuis

famr 31 e wegr € yIst OM, 3 F0d OM, J AfEt I 3¢ Hea™ & H& OP, 3 Wied OP, I Amer J1
Hed™ ® e feg uie Hear & yast &9 Iz =@t =fatt @ nigus <9 31 fert 39t Ae year < uast
OM, 3 OM, Suet J 3€ Hed" & H® OP, 3 OP, Uz AT J1

39 & yeoT T ¥ T geww T Aegs 98 Ulg 3 M & nidmr K § <o Hose fesr 31 3e year &t
YISt & »iET HEgT € Hat § HeETT @ HE 3 Ju Hoseyds faguas Hiemr Amer 3

J'HICAS T AHlaEE (Robertson’s Equation)

JICHS T AHIGEE € H3TEx

M=PKT w3 P= M
kT

(feg P : iz Ugg; M : Hea™ &t H'39T; T: AN ¢ fex forfos fiT 3 =agm w3 Aeret ot udt<t arst

H3TT; k@ T & 89 faF fang & s gu & gusr o78e o5)

JEdehs € AHlaes § Ul @ mlags 3 < dar AnfsnT Aer § faBfa feo rem 31

T&YST (Criticism)

2. At »i%. 3. | gt 39, “7a9 ufonrs fia’s e anfaw efafeds, feme € efsfeds 3 <u it 3,
U9 feg mryE nivy & fex yaumys Hefox fia’s adt 31 ferdt anmet fea 9 fx feg niofaa feemar=t
& Afessr § usurus feorg a9 € &Et @93 9t AE® T1 7 (Although the Cambridge version of the
Quantity Theory represented a big advance on the Fisher version, it is not in itself an adequate

monetary theory. Its weakness is that it is too simple to deal adequately with the complexities
of economic system. — A.C.L. Dey)
v AHiemE & vy ngesTet fen 397 9 -
1. weASfex HiasT (Unrealistic Assumption) - fer fAo’s ff9 g3 33 fie k w3 T & Aftg
Hes fonm famr 31 ug erzfea fies R85 37 K, ‘T w3 & It ‘R’ »i3 ‘O’ o< A Ifae I,
fer e gew< Jer gfger I
2. Aee QUn € & e & Har €t m=d®aT (Ignores Speculative Demand for Money) — f&g
s Hear & Har & uss feerer &dt a9e | fev W3faa HeaT &t HaTr d=% B6-26 (Transac-
tion) w3 Areusr Befimit ¥ »et It i3t At I fer fAu’s & Aeer €€ (Speculative
Motive) ¥ &t HeaT & Har & niedsaT i3t aret I
3. gafgnr 39« (Circular Reasoning) — &ae AF fA3 &9, gafon 39 @ F ufenr At
31 fer fAo3 @ y3fax fex 99, W3 UT9 (P) AT HedT @ ¥, aae AR (k) It fagurfas
e I UT Tt v, dtH3 UTS (P) AT HETT € H®, ade AH (k) § fegurfos ager 91 fersst
feg fruts T gafonr 399 & €F ufenr At 3, o8 f3a9 of, Hegr & Ho oo AR §
fogurfas ager I »i3 5a HE Hed™ © U § fogufas ager I1 fer a9s m3 ufge™ (Casual
Relationship) €7 Agu AOTUS a9 &9 niAes fanr J1
4. w3z fAT3 (Incomplete Theory) — sae AR fAU’3 fea nugs fAa3 31 feg fAo’3 sae
an (k) ¥ feguraz f¥8 des fea 33, 3@ nHEs (R) § It Hose feet I 1u9 Trse &9 aae
SH It 99 337 fA? - A3 UTg, Hefad nirest, feerfed gie mife 3 fsgsa ager 31 fHuis
e feo 337 & niedwaT it At I

5. fanra @t w9 @ Yz & mEd®ar (It ignores the Effect of the Rate of Interest) — sa® A
frat3 & fog His3T I8z T fa HeaT &t H3TT w3 JtH3 Uog & y3uR Reg urfenr amer 31
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Tz €9, Hedr & H3aT U gewe JT 3 ufawt famra & w9 <9 gese Jer 31 farmm
@ =9 feu gewe @ a9z foem €t H3T &g geoe Jur I foem & vizar &9 gege @
a9z B3uTes ©tf %= e gewe Jer J »i3 83uws & Bus {9 gesw @ 9T aiH3t
&9 sew=e Jur 91 us feu fAu’3 3T g & fos 3gauds yafonr o agt 83y &dt J1 |
IR3fea 337 ¥ yse &t »eIBe' (Ignores the Influence of Real Factor) — fer fAuiz @
H3THa Hea™ € HE <9 ge%= € I9s Hed™ & Hal €8 3= @@ ge®< J1 Ud Hed™ @ 1B
3 et J9 Tr3fed 337 iR - 993, foem, nmwew wife o &t yge Uer 9 feo fro's few
TA3fex 337 € nEIBET 9eT J|

H® fAUi3 m3 Heor fAUiS @ AMGSW & Ya'e (Lack of Integration of Theory of Value and
Theory of Money) -375 Ufeada (Don Patinkin) ® W38, aae AR AHlaGs @ H® fAUi3
3 AR SH3T »i3 Hea™ fAUTS »i3 »iH StH3 UU9 3 AHG=W & migte Utfen Aer 3| fer
fruis @ e faa’s & Hedr fruts 3 ydt 39t nissar o fesT famr 31 ofsas e, == frais fie
UIAUT fagsasT ueh At 91 feg usAue fagsa3T, eR3fed AR ys™= (Real Balance Effect)
It fagurfaz Jet 31 =m3fea AR yge 3 3= feg I f dtHs Une feéu sew< = @ ags
Bt o THsfeq viHes 90 sene Jur J1 ferset ie v fAais w3 yeo @ fAu’s § emsfex
A I3t AHafes a3 At 31 ud 83 fe3r famr fHu’3 fer AHaew & wiedsar ager J1

A< H®'E (Self Assessment)
I fi3 a2 aEsT &9 At »i3 T3 & ufges as

(State whether the following statements are True or False):

7.
8.
9.
10.

HEd" € H39T 3 37 HedT ©F % H1S9T 678 J|

Heg™ & Har fermet aist At 9 faBfa feg fefanw @ HitmH & dn o<t T

Hed" & ydst € 337 3 fageg aget J - (i) Hea™ €@ H3T™ w3 (i) Hed' ©f 9% a3 |
Hed™ ©F ufge Fast § It wear & ¥e faar Aet 91

12.7 A<™H (Summary)

HETT ¥ YfgH'E fAUTS € H3Taa HEeT € UfgHTE m3 wirH i3 Uue 13 fea y=sum i3 virgurfsa
R0 3 »3 HEd € UfgHs m3 Hed™ € HE ¥ €8 mpufsa Aag 31 fer Agg @ W3,
Hed @ ufgrrs 39 =fodt Iz o a3 o9 <9 8t nisuts feg <fadt g At I w3 Hear
2 uforrs 39 St 9= & a3 Uoe &g 8/t wisums feg it J At I

12.8 Hg=dH (Keywords)

e IH3 YT (Price Level) - H& UTg|
e UfgH= (Quantity) - H3T7|

12.9 »if$™ yES (Review Questions)

P 0 Dbd =

HET™ ¥ N farg arae I? AURE &9 |

Hed™ @ H® @ fAUS @A)

Hed & ufgHs fAUi3 @ € milads & fenrfunr &3

ferg @ mitaas &9 Hed™ <t Y3t i3 HeaT & HaT & niegge=r = 83y &9 |
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€39 e 5’8"&3‘ (Answer : Self Assessment) &<
1. 48 2. 8% 3. Jger 4. (®
5. () 6. (® 7. ATt 8. Adt
9. Adt 10. At

12.10 A&fus ymAsat (Further Readings)

&

gaA7 1. HSSFEIEHAA : viA. . gagegst, forfenr uafsfirar a8R, 2010.
2. HadfearaiHan : fearafiaaan, SuaUehs M3 UfSHT : gade fE T3 »is
sfes ne. Qus, @fesT gan, 2010.
3. HodfearsfHan : gadt s UfsHt : »ig. »i%. WA, WA, 9¢ US(SaRs,
2010.
4. nIfeaafHan & S : »iY. »iA. 58 ATEEd o UgfBars, 2012.
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feafe-13. dafrus fardlas
(Keynesian Approach)

fem =AZ (Contents)

€<w (Objectives)

YA3™=&T (Introduction)

13.1 HE9" »3 JH3T A9t dafAws AT (Keynesian Theory of Money and Prices)
13.2 doMus ferdias € AIEaE3T (Superiority of Keynesian Approach)

13.3 A (Summary)

13.4 wI<IH (Keywords)

13.5 fg™ yrs (Review Questions)

13.6 AUz yAzat (Further Readings)

@€1 (Objectives)

fer fearet @ niftmis 3 ge fefenradt dar d=di:
o HTT »3 SAIHI HaUl aafius fAUS A ®et|
o 3T9c ©r faen fHUS AaE BT

YA3EST (Introduction)

AW T MEAT ,HET™ B H39T fég ufgedss e i3 Uae 3 myfswiam ys< Uer J1 Hear of yast
dH3 UT9 3 ae® fanm &t 59 »3 83ures &t o e ufgegss @ gt &t yorfes a9t 31 HeT
3 JH3t € Hag T g9 €T ded € fegrat § AHSE € BE Jo fo niedast § fmmausea ae a9 |
13.1 HEJ »3 AH3T Aadt dsfus frais

(Keynesian Theory of Money and Prices)

st yfAg yRsa “A Treatise on Money” %3 “The General Theory of Employment, Interest
and Money” f&g d&a & Hea™ w3 H3T ¥ Hau &g fex fAuiz yAzs &3 31 fem &g 83uws
@ w93 <9 ufgedss’ It HeaT w3 StH3T &9 Aau AETUS &9s <t JfFF a3t aret J1 Hear @
uforr= fAT’3 @ migATg, HETT & H3TT feT Ufaesss e JtHs Ut 3 yafsnar w3 nigurfsa ys=
e J| UT 95 € nigAd HET™ o H3T' g ufgeass @ i3 utia 3 nuefswiam yse Uer J1
Hedr &t yIst dtH3 Ut § a=w famm &t 9 »i3 83ures «f sas fe ufseass € ordt ¢t ysrfes
agel I IHET™ »3 JHST € AEU € ¥ 9T aow € feggt § AHST © BTt Jo ot nedas' § fanrs
YIS B2 a9 |

AS U (Self Assessment)

foaz @<t § 39 (Fill in the blanks):
1. AoH © MBATY, HEgT O H39T fIT ufgedss & atHs ude 3
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2. W & W39 89 ufgesss s 3 ufast ... & &9 § ygrfes ager I

a5 ¥ HE HegT € HSTT o Uug § 95 fed grrerTg ysfes aget I

1. HET & W39 fT ges AES ufost fanma F w9 § ygrfes ager J1 A€ HegT of H3a e
<fadt Jet I 3e foura <t w9 West 9, wmhaﬁw@w%aﬁmn{h}ma
et gEwe & 32| foo ooH fer 39t a%er T -

HeaT °f ya3t feg <fadt @ ade-
o B € aow AE feU =fadt I=r
o Fa3A o Har f&g efadt d=r
o T3H o W3 &g =fadt o=
o T &t w9 &9 Mt 9=

15

-

BH T53H ©f AtH3 w3 fawra €t @9 f9 8% Hau ger 3| giasA f aH3 &g
2fott d= = fafas 37e famma & =9 feg ot 9= I; »i3 feoe 8®e &t Jer 31

2. mgw%ﬂmémmﬁ,wm%%ﬁﬁ%mmm)
[
3. faem feg =fadt (Al) I=a yafanr & Irdt, »iHes Jrdrg w3 83ues &g =fadt swet J1
feg fiar fer Ha3T 3 I fa Aust & vin 39 yar Susgar &dt &3t famr T
4. fag 7 viHEs, 83utes »i3 3HaM9 (AY, AO, AN) fég =fadt get 9, 83ues @ Ast & Har
fée <t J€t 31 ug udz A9 & AfEST 3 ufost BRE YISt udt 39T BOHI® JT © 9T,
B3umes &g I= T M ¥ EBASgY aitH3T feg aEt St adt det|
5. fea @9 ygz Jrara & AfEST YUz § A 3 i3 <u Irare & =fodt 5t I Aewt | ferwmet
83U @ »aI3 (Inputs) € Har &9 efadt @ ewregy B8Rt oty feg =fadt Jet I
6. 7 w3 € aitH3t f&g =fadt It I 3w 83utes < was f&u Ag9 <fadt I At I
7. B3uTs & wast fSg =fout @ a9z 83uTfes TRt w3 Aetel & vzt &g =fadt Jet I1
5 niagH T (Flow Chart) &8 Hear »i3 aiHst © feg 83 fadt wearoq = AHew feurfenr famr 31
Hea™ & yast fg efadt = & & aae ot feg =fadt = gtasA © Har feu <fodt = aisA &t otHst
g =fodt = fawra <t w9 RT Mt = faem &g =fott = wiast & Har g =fot = niast &
a3 feg =fatt (Aae AT yds IAarg & AfEST 3 UA ga 96 37) = 83utes <t s feg efadt
— B3urfes TR w3 Aeret & a3 feg =fodt |

T

3eH fie fex nigg-feerer few 9naret & AfGST utet At J, 3€ Hedr € H=ar
feg =fadt @ a9z 83ues w3 Jrarg g <fadt It I

Hed™ »i3 SH3T Hadh aofige fHu's e Ardm fem 397 3 - Ae fex nigg-feerar &9 §Swardt &
Afa=t uret 7t 9, 3T 3 Hear & HET &9 2fadt @ S9T 83uws w3 Irare v efadt gt I
YIT IHIMT o AfES v A 3 yeTr &t Wi Y 2ot 9 @ aeE st e 8t nigus &Y =fadt
J= TORt T
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fozg ardt fenrfimr

fg39 13.1 &5 yea, 83uws w3 W3 T Hag § UF &it3T fanrr J1 f39 13.1 (A) &8 feurfenr
famr 3 fa frR-fAR HeaT €t H39™ O 3 A 3 2uet I, 83ues &t O 3 Q 3x Bt nigus &g Suer
J1 A€ Hed™ € H'3dT OA T Afel 3, 3¢ 83ues 0Q Jer I A7 fx yds Srara I 83ums J|
U9 83utes Taq fie B 3x 37 83 & nid 85 fonr I ua feus g feo fex udt 3ur f<g BM = qu
8 et 3| fooet g feo I fx fife B 3 9@ (yI=s IA9I9 3 g) HeaT & Hi3q9T &g efadt 83ues
& 4fg3 &dt sget|

gz fo39 13.1 § | 7€ 3a HEd™ & H3T™ OA T W3 Uag 0Q 3 Afeg I1 7e Hear & HsTr
OA 3 <u Jet I 3¢ M3 Iy BR €3 & 99 8oz Zaet J, A3t o Hedr € H=dT w3 otHs Uug
&8 wrgurfea Hau & UR agJet J1

Y
A (A) Y (8)
D M R
Output Price _
Curve Level g:(r’vee
-
= B| Full Employment B
§ A = i
M, Q
M
o Q 01 Q >X O A > X
Output Quantity of Money

fg39 13.1

9}
at AT AEe T yJ= IAaNg ©F AfESt nr A 3 v & U9 fET efadt d= @ a9s
a3t e At nisuts fég =fadt I= ®aret J1

IS fer 37 & 8UAr 5 &9 (You are not to Overlook the Fact)

36T ¥ H3TIR YIS 9rdrd ©f AfESt 3 ufost otv3 Une feg efadt & A3 y=fast urst 7 reet
31 feoe a9z B3utes @ AUt € ¢ AIfSHIEST feu gaee” I 38 It 8T S9HArT I6 w3 IAdTd
2 fega 95| st § 8AT Srare €t B 3x yAs fE AN ®ar Aret 31 ufsemegy 8REt yast
At Har @ g9r=9 dt I Uit w3 Guat &t aitusT few =fott 9T Bawt I B few =fadt =
3T JH3-Un9 feg =fodt 31 ug iz Uue T feg =fodt gg3 ot vy Jet I w3 dan 3 ferd
HASI3 (Reflation) & &f fe3T I (AEH3 (Inflation) &7 &d1) |
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HET™ W3 SH3T T asfmus Ao o dinefss
(The Algebra of Keynesian Theory of Money and Prices)

[

9
amre*»rrmaggmﬁaaz (Keynes’ Fundamental Equation)
BT 3 HET™ ni3 dtH3t @ Aag &g viug fegat § Jo foa mitass € gu &9 fanrs ofsr 3-
Y=E+Q (1)
(Y: IHeSt »vneEs; E: Ast § disT dfenr 3987s; Q: miaAfHd &73)
THSI vnHEs (Y) © AT 3 o3 I FA37%" (E) W3 WaHAHA 13T (Q) &7 73 Hran Arer I

TH3fea 39 &9 & AUs 3938w § Wed MaAfHE &3t (Windfall Profits) 8 maHTs BrarfenT Aret
J1Y = E &t Afa3t feT a<® i &3 It W8 A7 A 75|

O=R+C .2
(O : &% 83ures; R: BusasT @Az<; C: Urtdis A3

S=E-PR ..(3)
(S : 593; PR : 8usd ygw 3= Qugdr @AM (R) I Baat €t a3 (P)

=P, C (&)

(I = fo=m vgw < fAet qEat Urtars A3 (C) »i3 Bast € atHat (P,) & 31T A9 St AT At J1)

PR+PC
n=————7~»1—

: ..(5)

(n : Y™ STH3 UT9)

feg 3% 9w (PR + P,C) n3 3% 83U (0) ® »BU'3 § UH g9e J |
fa8fa PR=E-S (mflagz 3 <8 S=E-PR) »3 P,C =1
miaez (5) 3 fer 39t fafnrr 7 Aaer 9 -

E-S+l
n=
@)

J9
E I-S
=_+_
O O
Hed™ »i3 dtH3T Agdt fEu dafrus fATTS e HBs3 AHiads 31 fere € Haseuds for fer 39t ow -

(i) %,wmmw@gxm@m»@(ii) %

I | M3 S T 139 M3 g% 83Uws T nigus
amg & ®areal AfES HiseT I ni3 niue fans %%a@sm%wfmfeﬂm&ﬁwﬁw

&9 Ad fa otH3 T faR ysifes der 31 fer Aegs feu I5 ot niedds Ha3eudz J -
(i) T&2m (1) w3 593 (S) T »i3T T a9z fara & aA9 @9 »i3 Yraef3d =9 &g »izg J1 o
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& g9 €9 8R 9 § arfoe g6 A3t df Hedr g9 o9 fex forfas mt fig 3 uret At 31
famma €t yaafsa w9 8R w9 § faor At I 73t & ygz Irere Uoe 3 fanma i3 feom &t
AH®3T @ nigay det J1

(i) AT UIE Irarg YU 3 993 = foem, 37 fara & g9 =9 = faorm & yaef3x =9 i3
SH3 o9 Afee J Ae’ I »i3 fer feu guwe @ ot fars feurst adt fee|

(i) 7T |> S (Aefa nigw-feerer ygz Jrarg & AfESt 3 It I) 37 foa &t gA9 €9 Y93
¥9 3 We Jet J1 feger age Hear € yast <9 fadt d=T I w3 eBAedY ITesH o Har &
Uz J| To3A € Hal 0T &% otH3 Ut I w3 fauma & g9 w9 et I

(iv) 79 | < S (W3 nidg-feerEr yds JAarg <t AEST 3 &dt Ie) 37 foma &t w9 &89, Hear
@t yast &g =fodt @ esAegy 9= @@ Gt 83utes @ i3 Uud 3 <fadt @ far ot |

(v) Ai59 HEaT & H39T uie Jat I w3 eBAegy fmma &t @9 Suet 3, 37 | &9 St J=at w3
f&g S 3 uie I A4t (3 1< S) 1 fed fadt AfEst &9, nrast €t Har wdt, frget s J_ar
83umes < B8 feg SH & J&7| EBASIY otH3 Uud feg & Mt d=tt |

AS H®SE (Self Assessment)

ggfeasit yas (Multiple Choice Questions):
3. oA & HEd™ W3 otH3T @ Agg feg UR aisT I -

®) fea fAa’s () fomH
(®) 386 (7) fee f&g aet adti

4. weT S HET RE SEER T AN YTE S 3 reusa Yz Ter 3
(®) niysur () YSuH
(®) nirafa (7 fer 29 &t adt

5. feg T9 ygz Irara & AfESt Yyuz I A 3 w3 <u Irer9 &8 4t I Aaet -
®) ==E= OES
(8) AHB3T (F) WAHS3T|

6. ®I3 &g =fodt & 37e &tz Ung f¥9 T -
(8) =fodt (1) St
(8) AHB3T (F) WAHS3T|

13.2 J&fue fardias €t AITS3T (Superiority of Keynesian Approach)

dafies Hedr @ fHug Hear @ ufgns s 3 A96 I6 faen JI6 88 agst 3 AURe J -

1. yefoa fAais & 4 fAuis @ o7& fedlags (Integration of Monetary Theory with the Theory of
Value) — dafrws fHOis <t fea ferrst feo 3 fx for fHuis 3 Hefaa Ui w3 v s yoe @
fro3 w3 ¥ fAas w3 AfEs o3 a3 T fediaes a9s @ yurA o3 1 HedT & uforrs fA-
U3 T H3EK, MH StH3 UTa mi3 f35-136 erantt »i3 Reret dt atist e feguds 136 397 57% Jer
J1 i SH3 U9 RT gese ¥ J9s HeEd' ©f 39T I gesw v d 9| fenset feng vear e
fAus fagr At 31 376 Ufewss (Don Patinkin) 3 Head™ € fAo’s € fer »izg § udus=ret fesws
(Classical Dichotomy) & &' fa3t J| a&r € H3™ax fEu fesme neAsfed I1 »id atHs Ute w3
AUTHS atH3T fRT ges= v vy Ja9s 83ues & 38 feu gese 31 Aufis atvst e foguas
Har w3 YISt €t B ni3 83ues o 3913 9dt g I | 7d9 el 33 mH Stis U § &t fagures
aae I5| ferset ¥e fAui3 w3 yeor fAa's e &t 397 @ agrst ardt ygrfes g 3

2. 2u TR3fex firata (More Realistic Theory) — HedT & ufgnrs fHUTS o=® yds Jrarg &t Afafs
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3 Tt Hfen (Valid) der 31 U9 Jrare <t Afafs fex €983 (Rare) AfEf3 I1 fimmersg erf &g uie
Irarg &t AfEf3 utet A I1 dan T Hedr € AU UdE IHard w3 uie SHarg @) Ot nieraet
3 oW J1 W Irarg ©F AfEfs fég, Hear & w9 <9 =fadt @ ufgeHAeay Srara i3 83ues
&g =fafa Jet I1 Ug ygs Jrdrg &t wieAET € g@ HedT © H39T {99 Sfgdt 9T 3 otHS Ugd Suer
J1 dor feg St Haer I fx niuds Srare <t AfEf3 &9 & ga9 €t niuges=t @ ags 83ums K9
efafy d= € o% &% K3 Uuq &9 fe efadt J Aset J1 ua fed fadt =fafa sg3 AifHs det J1
3. Hefaa fruis w3 83ures fius &9 fediaas (Integration between Monetary Theory and Theory
of Output) - 93 daH & Hefda AU’z T 83ues A3 @ &% <F fediags ai3T J1 HEdT & Hi3aT
&5 gewe fanr €t w9 § yarfes goet I i3 fegr ufgeHAegy foer & Hear fig & sese Jer
31 fersmet vige-feemer feg 83umes & HzaT feu & gese Jer 31 83ues € H3T™ <9 I T8
FEBe € 9T 83UEs © 93 »i3 a3 - Uug R9 St gese JeT I

4, FrIET3HA Afgnret & 8fgz famfipar (Proper Explanation of the Causal Process) — feg frois
Hed ¥ ufgHs O3 & @A® S9eSHA Jfanet @ Hayg ©f ?u famifed fenrfimr sger 31 aod
T U3 HedT @ Ufgn'z fAai3 = feg €r 9 fa fegr &9 vear &t wisar @ 85 yzret &t, At farm
&t =9, foem, B83uTes w3 Jra9 3 Ue Ta, Udh 397 niedBa A3t I1 fer fHuis g ae® Hear <t
IH H3T W3 SH3T 3 T s daeds a3 famr I1 U3 aen @ fAU3 <9 fea Afon 337 3 fimrs
Iepar famrr J1 fem fAUTS ¥ HeTIE HETT € YISt Har 3 <u 9T 3 farm © w9 § uiewt 31 e
THASgU foen fSg =fatt &t 31 focm feu =fott d= o 83uTs & AOist & Har <uet J, »i3
BIx’ & B3uTes HHI3 TU AE T A9 otH3T I AT I | fERmEt HeaT € HSTT T oltH3T 3 mySTR
yge Uet J| feg fenrfimr farfes ot <o emsfea 31

5. nirafex sifswr & dar yg-ysarEa (Better Guide Economic Policies) — d&# &' fHUi3 year @
ufgHs fAo's & 38T oo U fesarfoa 96 M3 niafaa SH3n € dar UyB-Yeard 95| HEd™ ©
uforrs @ fAgi3 @ H3Tax, HegT & W39 ¥ I Ifaut SH3T feu =fadt i3 AEf3 v a9 goet
J1Ud aH & H3™EX HedT ©f H3d' feg efatt Aer Hedr A e /9s Ude Irdrd 3 ge dJf gaet
J1 A9 fan 2r g §3rardt w3 Het & Afast uet At 3 37 for AfESY 3 geaet us @ &t ue
€t fe3 feermer A Ay ferz9 & 8if3 3 faat izt <9 =difa @ 39a niusTenT 77 Aaer 31 fersst
HedT & yIst <9 <=faft @ a9s otz Uua feu <fadt J<dtt, fedet ot u3da 3% adt I

ARV feg, aon @ feg fege I fa Hear &t uast wiefax feamr @ 3¢ 3% fea Buads I 7 3x Ugs
Jrarg & AfEf3 YUz adt 3 AEt | UgE IHITT & wieRET YU J A1E 3 I HEdT ©f UISt IF &%
a3 UTe 3T =fafa = y39r <u A<t I

=]

3cH Iofes TS 8 g9 B »iud fegg Suas aifad |

HY fE (Key Points)
e HEJ T H& (Value of Money) — f&a fearet year @ ge8 <8 fAst @ w3 ATt yus
get 3, Bust & veTr & fer fearet & uw foar At T
o HEJT T H® W3 SIH3 YT (Value of Money and Price Level) — HEa™ €7 H& i3 tH3 Uud
1
B U R FEB I ST HET T 1S = g g

o HEa" YfgHrs fAUIS (Quantity Theory of Money) — HET™ €t H3T™ »i3 nTH &TH3 UT9 € e
YSTH nraUTf3d Hag I w3 HEdT™ € H139T mi3 Hea™ HE © &9 8% nieurfsa Aeg J1
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fers & mitags (Fisher's Equation) - PY = MV + MV 3= P = MV +YM'V'

Hed € yfows fAuis &t AIst (Assumptions of Quantity Theory of Money) —(i) HEd"
@ 9%s a3 V »i3 V' AfES 3 (i) fenmus feform AfaT T (i) ugs SAaMa (iv) M mi3 M’ &7
U3 AfEg J1

n&EaT (Criticisms) — (i) HEIT & H3TT w3 W3 Un9 feu Hau fea »id He 31 (i) feo
s nemsfes wisnzret 3 vz 95| (i) fer Hiss &g fam g9t § fesT famr 3 Gost
§ Ae339 Hfenr famr I ug orfaas e feo 99 AeSST adt I (iv) feo fro's fea-39er
faBfa feg Hear ysst 3 Awefaz T (v) oo fro's vz Uug & fea ferafonT ags Haer
3 Azfa a®3 T 1 (vi) oo U3 S ugx Jadre & Afaf3 &9 ywar § Aaer 31 (vi) feo
frats fenmurg ga9 © T9s a9z 9T feew 31 (viii) feo fra3 wiHassT § yaie ag9e 31 (ix)
feg fanmA €9 ¥ HUST & »ied®a™ J9eT J1(x) HETT € 886 dIf3 § HUST HAES J 1 (xi) feg
Hefad aad @t fenmfim a9eT I 1 (xii) AH3 feT gese nHes Ut T sewe e ufgaH
J Aot I & fa year €t HsTT &9 gese o)

H'IRS @ AHlagE (Marshall’s Equation) — M = kY + k' A

utar & mileeE (Pigou’s Equation) — P = %

I=9eHs & AHIagE (Robertson’s Equation) — P = M

kT
avafan fegrgurar & »@gsT (Criticism of Cambridge Version of Quantity Theory of
Money) — (i) feT niemA3fea Hfanmr3er 3 warfaz T1 (i) feg Aer 8eF T &t Hear &t Har
€t miedwsT ager I (iii) fer firos &g vdiu 39 § fos famr 31 (iv) feo fea miuss fro's
J1(v) feg fomia =9 T yge <t nedwsT ager I (vi) feg eRsfea agar agat @ yze &t
WRIBET ageT J | (vii) For fenmug gag <t fenrfimr a9z S fees fonur 31 (viii) feo a3
feg s o3 »i3 veo fAUTS &9 AHeew & nige J|
35T B HE9T M3 N3 fAUis (Keynesian Theory of Money and Prices) — A€ 3 »ig8-
feerer feg §9rarst I Hear & H3TT feu <faft @ a9s 83uTs w3 Jrare fuer I fex
79 wigu-feeneEr 39 ygz Jrdrg J A< 3T yedr & W39 &9 <fefa nireurf3a gu 3 o3
U9 feg =faf st | e s

367 & AHIGSE (Keynes Equation) — n= S + 5

HET™ UfgH'E fHUTS &% Aafots TRfeas B AIRES3T (Superiority of Keynesian Approach
Over Quantity Theory of Money) — (i) feg Hefsa firus & ve fAa’s @ 57 fediafos a9z
&g yeeara 31 (i) feo forfes gu feu fea <o emsfes a3 31 (iil) foo Hefaa w3 B3ues
frut3 @ fediags a9z @9 Heedrd I | (iv) feT age=3Ha afgnret & 8fe3 fenrfim ag<t
31 (v) feg nrafaa SH3wt = gar ug-yeona J1

AS H®'SE (Self Assessment)
Js &3 a2 adst feg ATt w3 I3 < ufows a9

(State whether the following statements are True or False):

7.
8.

Hea™ & ufgH's fHUTS % yds Jrdrd & Afafs &g ot Hifenr Jer 31
»'a3 fous 3 Hefaa fHuiz e 83umes fAuis @ &% &t fedlags ai3T famr T
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9. ydIz Jnar9 & Afafs fea vons Afafs I
10. HeT & H3TT RT gew< fanmm < 29 § yaries adt age|

13.3 A< (Summary)

HEd™ i3 StH3T Had! asfAws fATi3 e A7 fer 397 3 - A fex nigg-feerer & S3wardt
@t Afut ure AiEt 3, 3T 3IX HEIT & W39 99 2fadt @ aeE 83uEs ni3 dwere &9 =fadt
get 31 ygz JAar9 & AfESt v A1 3 yeIr & wisTr ST 2fodt 9= ¥ aes Jwst ST Bt
nigur3 {39 Ifat 9= st J1

13.4 wgedH (Keywords)

e FEf3 (Inflation) - Hea™-FEH3 |
o TJIAfeST (Approach) - FES-AHSE € UTE |

13.5 Mfe™ yHS (Review Questions)
1. ‘Fofius fAots’ § AURE &9 |
2. AsrTe TIAfedE dF AIHGST 3 3AT &t HAST 97

€39: e gwaa' (Answer : Self Assessment)

1. MY3TH 2. famma 3.® 4. ()
5. (®) 6. (®) 7. At 8. IB3
9. A4t 10. B3|

13.6 AEfUz YA3at (Further Readings)

&

g7 1. HoSfeaaHan : »A. &. gag<dst, fourfenr usfsfaar a€R, 2010.
2. HaSfeaiHan : feafiadgy, SBagers M3 UfsH : Iage fE T% »i3
3fes nw. Quw, Tfesr gam , 2010.
3. HAIfEaafHar : BGS Wi UfSHT : »i@. »i®. »igaT, »iA. 9 USf&aHs,
2010.
4. HadfearsiHan & &=t : Hos HieAse, Stesst uafsans, 2010.
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fearst-14. aH® m3 296 T oS

(Contribution of Boumal and Tobin)

fem =AZ (Contents)

€<% (Objectives)

YAIRST (Introduction)

14.1 8% ¥ HBHYT AUasa& H3 (Boumol's Inventory Theoretic Approach)

14.2 2fs v foermd! 9w HiS® : AfuH foeas 3983 niftrrs fHTTS (Tobin's Portfolio
Selection Model : The Risk Aversion Theory of Liquidity Preference)

14.3 Jariws fAos & 3wa g 2fas @ fA’3 & AOHG3T (Its Superiority of Over

Keynesian Theory)
14.4 WA9H (Summary)
14.5 wg=dHd (Keywords)
14.6 fg™ YA (Review Questions)
14.7 w&fuzg yAzat (Further Readings)

©<w (Objectives)

fer fearet @ wiftnis 3 g fefenraet Gar J=at:
e IH® T HBHYI AUSK H3 Ao BT |
o e w fooHAYT 9us His® Aas BTl

UYA3'EST (Introduction)

% © ferdnas = wiog feg 3 fa &t @on A foniast 35-2c @ &8 Hear & feresH Horet
WS % Juer J1 8 feuer I, “eaH &9 et A € H3®Y Hed' & 89 HGHYT HGT AT AgET J
fArg SR Juz T HoH, a9 WS nirfe ¥ ufde € =e8 3 & e =1

14.1 §HS T H®HEYt AUf3A H3 (Boumol’s Inventory Theoretic Approach)

a&H It IR &3 famrr HeaT € B5-2 Har feg fefsun 8Hs & Hoseuds taers fast 31 daH
Hed™ & $5-26 HaT § WTHES € UUT € 86 HaET I M3 36-86 Hal i3 ninies & &g fta vz
AHTRUTSE HIT Haer I §H® SdeT J & Ba-86 Har »i3 MHes © A0 & 3T 3diw 96 w3 & It
AHBUTSd, g%fa Jer feg 3 fa Ae nindes &9 ges= Jer 3, 3T HeaT ot 36-26 Ha feg & nrau-
3 3 Ui gese Jer J| o9 It aod Heer At T 3a-26 Har vy gu feg fanma 8%9 J<t 91 @9
3t 8HS & HeaT & Ba-2% Har @ fane So3Ha3T © ferdas aisT I

1S © ferdas o viarg feg 3 fa ot @on A fonrast 8a-2% @ B8t Hear & feresH Hardt viuE
a% guer J1 89 feuer 3, “cov &9 st AR & HI®Y HET' & 89 Herdt Hat T At I fArg
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BrET Juz T HOH, a9 H'® nirfe ® ufoe € oe8 8 § fog 3R 1 o=t An ferwet gu A7e 6
f& niEs W3 uoe feq 5% &t g2 1 “ug Ut & <dt grfimrt § saet AR © U €9 dad JuET HIaT
et J1 ﬁ@ﬁ@awmﬁﬁﬁéwmmwwmaﬂﬁwma 8rg s3yE
3u%a%mﬁ€ﬁﬂsﬁ?wwal”fenwmémmwwaﬁwmaﬁméfaw
firmser | U UfgRufan™ 3 30 &3 aH'E T BT T9H AET 8T Yu3s a9et J fa 36-2 © Bt we
3 W aoet BAE at A | 13 3 farm €t w9 fadt & <u Jat, son 83 Tt uie F5-T5 ART § Juaft

T $1200
K Bonds

Cash

2/3KT*

1/3K{ $800
Bonds| $400
Bonds

Bond and Cash Holdings

>
L

t=0 1/3t 2/3t tq
fgs9 14.1

|

3eH & HET™ B B6-T6 Hal § WMTHES € UTY € 886 HoET J m3 36-T6 i3
wHes @ &9 it w3 ANeUTfsa Hag Haer J|

s feg Haa geer I fa fan g9v g yfs Ml wiedtt, fR’ fev A fem Y so5at & vinies et §
far g 8g B8R nedt i 3B- 3% fex Afgg o9 5% b9g a9t T fer &t eoH § st ferfae
fsfiport 3 w5 ydtesT TRET BgaTdt 34T %%%wmﬁﬁmﬂséwﬁwmﬁfaﬁl

TIH ¥ 5E U9 M3 ¥ U9’ § vrYT 939 14.1 &8 fewrfenr famr 31 vo fofie fa son 2 o
$1200 g5 77 fa Qo' § A ¥ €= 99 99 Hfgd AfET &9 3 ¥9e ade Is fen ofm &9 3 €9
B5-2% € BT $400 saet {9 99 Tt $800 © &3 Hdle J<t I| HIle I Wl =izt & ufgua=sT
1/3t (89 Hfga™) W3 BE »md F7st € ufguresT 2/3t (ns HfgsT) Jet 3, He fafre fa k o3t & 5
&% oSt et ITHT T »iag I »i3 9H Tt MRS ol U9 ISt ¥ [T 3 YuUS IfH @ »il @ g97E9
(1/2k) I1 feg Hawa=t fast I 3, g @ AR t = 0 3 U 2/3 WHEs & 73 ($800) udleet I
w3 et 1/3 ($400) soet feg quet 3, fremr fosa &g feurfenr famr 31 AR 1/3t 3 waie o=@
ufg® &3 ($400) ufgua=e J AT I6 A3 B8R IF 2/3t 3 &ae! & et Ig<t J| AN 2/3t 3 AR =15
ufeua= 3 AT 76 fAsts coH I8 o T 3fa t, AN 39 B6-95 &9 A | AN t, UT 59! AR A9 &
3 T9H 52 A &8 sa yufant @ wet fanrg g et 91

&
at FAT AEE I §H% T feHBHE B6-6 BEF o Har & feeod @ o9 feg mi3 Haoseyuds
33 § ®aH J9eT J|
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fer mrfimit § 9% a9z T BTt B2 I & A% 39-aae! AET § JuT € B We-3-ue gut A |
a3 AR § JuE 7F fanm &3 w3 a9-fanms &9 HHs Ifaet 31 fre Af it ufost &t 2y ga
Tt o/ B3 wiaAT %138 @ gu &g Jat 31 faBfs Ae aTt <oH Ba-2% € BT sadt gued! J, 3
8rg famim nmiEs 234t UEt I1 Tt 99, d9-fammm Fast KT sawt § 13T »i3 st § soet fie
gU%s ¢ BT B, 3 ¥IG, IIUST ¥Ig Mfe HE ATHS Ifget T

feR 39t AT aT T9H B6-T6 € BT HedT guel J, 3T o R wiE TR (F9-farA ®[s)
8ot Uet 1 He fsfre famma € 9 r I 3T A 39 T BTt AfET He f&st et I w3 @&t b I g
3t Afeg e fasT famr 31 He fafae fa Ae AT R9 <oH <t vives Y I At feor odt 13 a2
Bo-ToT ¥ THIfEA HE ¥ g97899 I W3 K ni3T® 3 I9 <d SISt aEt ITHL € w9 I At 918 g
€ Y oSt It A fer 397, A 39 99 Y/K @9 I oSt It I AE € €9 8§ 3 b(Y/K)
913 widtt | faBfa WAz saet feam (withdrawals) K/2 T, ferset aot AR Jus ©F fara-sas
rK/2 1 fer 397 B6-26 a9 € IF B3 < C & AHtags @ U g fer 397 fsftmr a7 Aser 3

C=r5+bx
2 K

K = fere3H 1% 8T J=dr fie &% 3% HeHET 8 B8 aW6sH J A< | K @ Agg &9 C & fesdiags
I 5% TWIUS dC/dK HiT ¥ I989 Ja= &% mi3 C § I8 59 &% Ag Susey ger I,

dC

_r,ch
dK 2

y
k2 =0

_ by
Pa

<,

NS

i3 §2 YA § 2K?/r 5% JTT 9T 5% AT YU geT J

_2bY
r

Fe, K:ﬂ
N\ r

AS H®SE (Self Assessment)

K2

fea= aret § 331 (Fillin the blanks):
1. Jod Idt UF HedT ©t Ba-26 Har f&g HISYIE WaeTs fest I

2. sadl AR ferset 98 AR I5 fa fex &% adt d2|

AHiegE (2) 3 AURC J & fiad e%@t < A<, 3t foaw & fasst uie J Aedit| g mget feg,
feHe3H ®adl AR U A<, fa8fx e9H I3t 3 We focm aJat | ert wig, Hag gist & fanra <t
9 U A4, 37 T9H @ BT g3t feu foew J9 U HETR JAr w3 feEe3H Sae AH A9 3
frmmer We § Aear w3 fedHe: <t

9% © ferdae 36-86 RAT € HaT € feeog T 99 fed Hoseyds 33 § ®an a9eT I 1 A€ SET S9H
7T fenmast S5t farzst few o3 udteer 3, 3t B0e o& Bo-d HA 83 90 A I6 »i3 fedHA: &
Ug 79 udte T e5st, 3a-499 nife @ gu 9 39 fanma sast uret Afet 9 A3t udles @8 §
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ot Ut 3| fenmet 8Ré <t fasst fRT 73 adtes 3 9= @3 ¥9Y € HIES e §73 ydles 3 9T &e
T nnes € ot § ASfEs g Uet 31 feg erst 873t 3 fuss @8 fanr €9 3 fog9g ager 1
femir =9 frat <g Jatt, SoH §73 udtes 3 8a' It < ugw vur Aaat | fer fagew § fogurfas ags
T foa J9 < Ha3<udE J9s Hea' < 8T I I A3t 85-26 ¢ BT ot At I fafx o3 udtes
3 GT & TE ! fimmer3g AfEe Ifoet I w3 Ba-0a & IHT O gAR <U &J TS| A€ 36-96
¥ BT HedT U Jdn, 3T EBE HA8 fimmesg we dedat | “feu gEg 3% @ 91 ddtes 3 wWe-3
Uiz THFT Hadlt UL | TH IAY 3T%9 ¥ I ydtes 3 THE & (negligible) d<dtt | fermEt g%
Bo-25 @ Iim fadt <t Su J<dtt, es#t & sas 88t It wie J<6t w3 8at It @9 femesH faam
a3 A=dr ” fed faar et ysu A yedr € yudr 9 UHs & 5937 @ a9E der I

feger H3wy feg 3 fa v 3 < 89 Uudt 3 B6-T% € MRS BUS I e fAmesd ue
Jet 31 frR-fae nimies <ot At 3, 82-8° yegr <t d5-¥% Har & <ot A I U9 feo =fofu
nnHes &g <fafa <t game e H3Tr &9 It 1 A9 wines 99 I <oet J, 37 feresH 3a-25
AH d<% Taie Je 96 | faBfx §H® Hear Har €t niHes-89 1/2 (ndh) Heer 3, ferset far niout3
&g vies Fatt, Hear & Har 8/t nigums &g adt <eat| fed faor Ovs & g3t @ a9 der J1
mHes g =faft d= @ 9s Ae B6-o6 <9 BAre! It Hed™ € IHT »UsH(gs ?U Jet J 3¢
3% 3 & 9 feet I fa vear €t Har eAsfea ART @ & Har It 3, faBfs A® 39 WiAS saet ugst
T HE K/2 3, ferset 86-2s ¢ %ot ersfea AET & Har feo 9t

My _K [2bY

My =—|222p ..(3)

faa M, Hear & Har 3 »3 i3 Uog 31 AHladgs (3) T feg usr g&er 3 fa 8- BEF & Har
“B5-T6 T HZTT T TTIHS & AHEUTST w3 T €t 89 € T9a® € yStutsurst (inverse) det
31 feger H3wE feu 3 fx Une 39 ge@= »i3 HedT @ 36-96 HaT © 9 y3=H 39 ANsuUTf3a Aea
Jur J| A9 S9H ¢ udtes @ Ty 39 g adt Jor, 37 feAe3H st AR (Y) 3l SFt nigut3
&g <uant fAR nigurs 39 StH3 UTa (P) <041 a9 otHS UTd € dI&T I AT<dr, 3T @dH € 36-96
T HEaT i& < € IS J AT | A€ ATfanft SH3T € It I A4, 3T Bt (b) < S I A<t |
“UfgETHI: foert w3 foam w3 Bua’ & eB &I UsT 3 gus © BTt U oowl R JUST TEHIW
J<ar| fEA 397 @ HeT™ HE »i3 e8! ?U A'E 3 Hea' & feresH Har sta 8rt nisums &g U Afet
3 AR wigur3 fég W3 Ung Soer 31 fer 39t 9H® It YR33 TR3fed AT € Ha @ femdnz @
H3%Y I fa 35-25 T BT Hear & Har &9 year 373 &dt Jet J1
(Its Superiority over the Classical and Keynesian Approaches)
IH® & Hed™ € 86-26 Hal A9Ul A RT3 H3 I&He W3 aafAws H3T 3 Jo faftmit dist 3
HOHG J-
(i) eI = ot AR ufonrs U3 feg Hifon3T a9 wser I & 3a-86 Har ni3 »inHes Uoe f&e
T mi3 AHTSUTSE AsT Jer I1 §H® 3 AURE oi3T J fx feg Aau Hae' oid &dt I1 fee
g gt ma a4t fx Ae »iHEs Suet T, 3T Bo-T6 HaT & 2udt I U9 saet yIT g UHS
@ gust @ agz feu Hal niHes & gAe uie wiguts feg <uet I
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&e (i) W& @ U3 <t fox AoHGesT fog &t I fx fAl don & H3 I f& HedT & 3a-26 Har fanma

¥%4 Jet J 88 9H® 3 fHT ozt I fa Hear € Ba-26 Har e Fga3Ha Jet J1

(iii) 8% T fAUT3 TTR3fed AR € et $5-T6 Hal T ferdAE a9er 3, w3 ufge™HAgY Hed™ 313
(money illusion) & »g™e 3 A9 feet J|

(iv) WS € Hapd! ferua Fuifsa fefardtas awfrat ni3 asfivs €2 & fefordiast e fermet
& moms I fa feg ufariufamt w3 Gaat & fama i3 J9-fanm w9t & fis &8 s
Hed" & B5-85 Har § yast fro's fee fedtafes a9 e 31

AS H®SE (Self Assessment)

agf‘eamﬂ»rr YHS (Multiple Choice Questions):

3. &act BR' § guT f&9 farm-sas w3 d9-fam B9 Joet T -

®) A (o) BE

(®) Zu (F) we-3-ue|
4. AT oW U At I 3T faarg &t fasst 9 A 9 -

®) =u () We

(¥) u-3-3g (7) fev f&9 =t &t
5. frae-fA? »Hes Jodt 9 82-8° Just At T -

(8) Hea €t B5-T5 Har () MHEs

(¥) ¥9g (7) fee fes ot &t
6. #ST MHES 9 I JUE J, 37 feAe3H Be-Ts AR IR T -

(®) a=s fage () O=E T

(%) d<% g9'g9 (F) 3<% 99 I |

14.2 2fis v foSAAdt ous WSS : fftH foeras 3983 niftnrs fiais
(Tobin’s Portfolio Selection Model : The Risk Aversion Theory of
Liquidity Preference)

#HA 2% & »uE “Liquidity Preference as Behaviour Towards Risk” Htara yfia 3y feg faem-
HYT 90% 3 mMarfas AfuH faegs wifonms frais U o371 for frais feg 3983 wiftns 3 Safrw
fAuis ® € Yy €07 § T9 &7 I fed, darite 3983 nifaHs It famma wat & y3uam & 3%9
3 feggg ager 3; B &, foniat Af St HET SR T AT g g5 Ot | Sfas 3 fes e § e9 &9
fesr 31 8re fAu'3 3<t fard 9t & yIuwEmT & &9 3 fa939 adt a9wr, T8 feg He3T Bag
e 3 fa fanmaarga ufgrufamt quz &9 Ut &3 »i3 3arAs T YSETH3 H% THAT Alg der J1
29, feu 9% <t AURE a9 J 1 fan fenast € focrreT €9 Hear » i3 €< Jt Ifoe os, feg adt
fa fex AR feg &t fea ot IR

2fas 3983 niftis = wiusT faer FEt 90s HIS® U &9 J¢ HY fe It feo Hea o&%er I fa
Ufgrufs oo fenast & faem Bet ffg e »i3 973 ©° 06| yeoT T 8Ré & 3T aet nmes Jet
I3 & It St Afun ot Ut T1 U9 T <9 fara fiuser I w3 ninies & fiset 31 g I3
3 YUz JT TE viHEs niferfes 3 fa@fa Ut aars w3 %9 <t Aftd AH® 31 837 3 fAer <o
fo<m 92ar, 8R T Yt sars < Afuy &t 84t It <t JRaft | foera fea Afun 3 It €7 Faer 9
e 93T 3 YUz niHEs 8RR adHs § YT a9 |
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Ho9 YSWiH3 Uit &3 A gaAs g I, 37 HfenzT 9 fa faema fem (g) ¢ HofewsT fezas
(probability distribution) & »UE WEHS T Mg 3 SH Sar w3 &g T HienzT I fa fer Haesr
fes9z o y3uH3 & Al I »i3 873t 3 T8 fanrA €9 r € Uu9 3 ARSST J1

Bt foor Fet f&g HeaT @ M wigu3 w3 913 @ B nigu™3 Ifger J, e M »i3 B &' @ 13 fix
31 ferer det ¥® foe=ma &dt T1 foem Bt R = yf3es J:

R=B(r+g)ff@0<B <
faBfa g mefgefaa 99 (random variable) T fraeT y3wHs 1% 9 I fersst foem Aot 3 yf3ew J:
RE =pR =Br

foerm Fet <9 Aau Aftr R @ Haa feg®s (standard deviation) It Wt A€t I 37 oR 2fas &
Sts 39t @ focmat & 83y o3 I fer 397 2 foerx 3t G g5 fismd AftH 8= & HAr wieT
3 87 <0 3 Ju AfuH o= T BT wiust A9’ Us =137 3 &ar fee 76| §13T 3 YSTTHS MHES ©
T8 AfuH Ba T | 8T mnifonT <93 J@ Ia | TAT <9d1 dI3™HTT (plungers) & J1 8T AT 3T nuET
AT U g5 {9 war fed g6 7 §A aaet € gu 79 gue 961 fe di3mig y=faf3 ® &« Af 37 Ay
I8 T 3 &I few Is, 7 fawas Aft adt B |

ug frammer39 foera 319 2991 @ It I¢ 951 89 Afu faeax (risk averters) w3 fefena (diversi-
fiers) g€ I5| AfuH faega sars &t 8R AfuH 3 gger I A3t HeTT € IE §73 JU'T 7% Hau3
Ifost 31 B9 a=s R nierE 3 nifsfoas ffun 8= & famg JT g6 Ae Goomé feg v R fx
w%wmm(mﬁ)mﬁﬁwmhaﬁﬁ?ﬂm@wa@am
&% Yyf3e® nHes 3 < faftmi sier 31 ferset 80 niust faem met 3 fefeu goradt w3 vear
3 &aEt €2 US| ATfX HE9T IUT &% & 3T oEt Yf3ew YUz der I w3 & It At Afu, 39 @t
feg ufgrufanmt 3 Fa 3 frivmer 395 gu G T fARg o= <t 873 ufges T &2t yuar ofsT 7 Ager
31 AfaH foega @ Aft w3 y3uhs yf3es @ wiftns & uzT Fars @ &1, e UaSHS 28
TS BuHIe3T Ta@t T YyuwdT d9eT I, | Yo d9e J fa AfuH faeaa du Aftr Bax 2 wEt w3 <u
mﬁgmﬁmmﬁl%ﬂwﬁﬁmzﬁvwmﬁﬁmﬁ%ﬁwm(cﬂ)
& W3 nigsa wiaH Y3z yfsest (ouR) § Huer I 1 Or 3y #ftH foeroa & greswr 31 feg Aftnd
@mmeewwgﬁmmamémﬁeam@mﬁﬁ@ﬂaﬁg
Heg™ »i3 FT3t feg warer J11, »i3 |, BeHtesT 259 J| BeHiasT @dq erer I fx 89 yfswrfis &%
i3 AftH T 85T AT Auar € yfs 8ets I |, <39 3 AfES 9511, <99 3 AfES fent & nidanr
831, %mmamﬁwalwmmammm@m%ﬁﬁm
éfﬂf&ﬁ@ﬂw@umuaéaﬁﬁmw@mﬁaﬂz%wﬁeﬁweaaaﬂuﬂaéaﬁlaﬂzwmél
%59 3 fed faor e T 31

2

STHE IHS ¥ %SO RT3 H3 3 »iug fegrg wA |

fos9 @ fous IR T niosy Ta9 & Sut fen Aufs § fanrs soet I farg AftH feeos nust
fo<mAet & Heg™ w3 g3t <9 JueT I10C T Afur 2 gist &g oot o5 fsermet @ for @ nigus
T U 3 fanrs aoet 1 fer 397 fae T 3 89 @ gu o it aret 3w 3 fa'e E vedr »i3 gist ar
focmmret fHRfgs fagurfas ager 31 fee f&g OP I3 i3 PW Hedr J1
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45}
8 €
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ﬁéo | >
El N T Risk
S | plooo \E
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W c
fasg 14.2

A

Expected
Return

fg39 14.3

ds § fefeu (diversity) sger 31 fedt oz I fa §rg fefeua fagr Aet 91 €9 3% 3= <u #Afun
8oz § fang &dt der AE 3 SR ysuihs yfses &t wiEr 5 99| U9, Aftd feega He-dt-He
WHWWUWMEU% fanﬂ?reaTﬁa"feaaﬁsTﬂTﬂa@%l fama <t =9
fiet B9t T2aft, year &t ¥ar 8 Tt uie S, Ufga™Hz =73 guz <F Jozr| €&t It < deat | fear
B%e, foma <t =9 fAst wie Je4ft, Hear & Har 88t dt <u J=dft, msu%mmause”rﬁ:a@ﬁ
It wie JRat1 ferg fosg 14.3 &9 feurfenr famr 31

e famma € €9 Ut I ' aAe Jur ©F ¥ws <t J1 feng re Jur r, It feurfenr famr I At
uHet JEt B3 S nim »@rsauﬂﬁﬁluﬁmﬁwméeame%ﬁemﬂm%»m
%uﬁaxeu%w%%w@am%weu@%@eﬁwmammaaﬁ%ﬁsamsﬁar r, n3
r%we*h L, |, SIFT I FHAT,, T,, T, W%wmﬁlhﬁ?ﬁﬁ%mﬁﬁnﬂﬁ
&9 OPC § nigdfus Jget 3, Aot @ret 3 fix fae-fd AR i 9 U 3 HR U o W Soet
3, 82-82 y3ufiz yfses Ju fAfuq Toe AT I

fern ruar fag Aft foeoa @ foem Aet o856 & <t fogurfos ame 9, fremr fos9 14.3 @ w3 fom
feg feurfenr famr 31 #e famma &9 r, I 37 87 OB, 73 W3 B,W yeor oue J1 fiR-frR fomm
& =9 r, 3 0 r, 3 r, It At I €2-6R Afe foeraE nust folw et T gHE U EF OB,
n3 OB, Hed™ Jue 8¢ T& M3 Hear § ued BW »i3 BW a3 fee 951 fo39 feg & un ager
3 fa 7 favra € w9 ff9 AHs HsTet fRE r, 3 1, 3 1, 3 =fofy Jet I 3t Afed foeraa weet
W39t &9 815 9ue I51 B,B,<B,B,<OB, | feger feg g1 & I fe fanrd & w9 Suet J 3t Hear
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€ Har frst Agt det 3 nige 3 wieet 31 feger as feu I fa foer Fet <9 a& Aufs @ nieg g3
3 Hegr Jet J|

Interest Rate

Speculative Demand
For Money

fgs9 14.4

fer 39 839 14.3 @ w9 3 Hea € Har o fufent 7 Aeer J1 fend fosg 144 e L ssm ®
Ju &g fanrs i3 famr 3 <a9 erer 3 fx e & =9 €9 U9 3 faeet 3, Hear <t Har f<e Ag
3 <u =feftr I Afet I1 Begas ¥ et A favrA & w9 1, 3 f59 r, T AT T 3 HET & Har fw
AB =fafa J&t I 75t OA 3 uie I feger a9z feu I fa Afun faewa, Hear €t g2 g3 U guz
T8 T | UT AT BB € Uu9 3 famrA € w9 faaet I AR r, 3 fsod r, I AfET I, 3t HEer & Har
feu gu3 <5t <fafu It 31 fo39 14.4 & feo =fafa CD T 1 fog year & Hiar =ad Hea™ <t Afan
Har 3 adt 98f& Hed™ © AeeT Ha &9 Hag Jwer J|
Ae U (Self Assessment)
J5 &3 12 aEs &9 At w3 as3 & ufges a9
(State whether the following statements are True or False):

7. foora & ©9 fAat I€ Jdt, €9H I3 ufdes 3 € It < ydw &9 AAdT |

8. ov® © fAuiz THsfed ART T BTt B5-T6 Har T ferdrs a9e J1

9. Zfs v fAuiz gt fara =gt & ySwEM €t 889 3 fogg9 a9er I
10. 2fas, dan ® fAu’s @ aAe 39faa gu 3 »iug fAo3 § 3983 wifons 3 <u ASErsS
WOg Heer J

14.3 IoHivs U3 @t 3%er &9 2fas @ fAu’s & manssT

(Its Superiority of Over Keynesian Theory)

36H & HedT {99 AeeT Har € 3983 mifins fHuis & 3%er f9u 2fas = faem HE wus AfuH
foe9a fAU3 ARG T

1. S A3mwaa (More Satisfactory) - 2fis & Tz 37t fana wat & ySwH™M € 589 3 fags9
&t a9er, Fsfa feg voe 9 fa fanma oraa ufgrufant 3 Y &9 w3 saAs & YSEHS HE AeT
fag der 31 fem raT T 2fas 3, aon © fAo'3 & o2 3ofaa gu 3 nug fruis § 398sT niftnrs
T 0 A3EAGS WTg Hifan T

2. fefeu fs<mmt (Diversified Portfolio) - a&r @ fiHu3 &t sae fer fAais ferm of® feo <t Aoms 3
faBfx feg erer I fa B o= 3T AT HeaT O gA I8T »i3 HedT @ JU &9 fefeu form FEt 9we I5 1
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14.4 A< (Summary)

% feg Haa geer 3 fa far <on § yfs A wiedt, e’ few A feg Y 37&97 < nimies
3t I far @ B BR nedt T IB-38 fex Aftg €9 575 ygg s9et J1 fen &t gon 3

it forfag faft 3 gtz udles oRET ®3ardt Jdar| =-2= € Bt ot of Agas

Uz 3 973 39 77 AS® I& |

14.5 Hg€dH (Keywords)

o RT3 H3 (Theoretic Approach) - fATTS, fawH|
e HTT" 33 (Money lllusion) - HETT|
o H3few3T fe39= (Probability Distribution) - HeaT |

14.6 Mf™ YHS (Review Questions)

1. IM® T HBHY! AUTSA H3 fam3 ag |
2. 2fys = faemAdt oue HS® @ <96 a9 |
3. aofAwe fAU3 €t 3%e feu 2fas @ fAus & Aore3T fAg ag |

€39 : AR &I (Answer : Self Assessment)

1. fefswH v 2. MTHES »i3 HIg 3.® 4. ()
5. (® 6. (n) 7. Adt 8. Adt
9. IB3 10. A

14.7 Aafu3 YAsAt (Further Readings)

&

gamq 1. HIIfEASHAA : Gt W3 UfSAT : »ig. »i%. »igaT, WH. 9¢ USfSaHs,
2010.

2. HadfearsfHan & & : Hos HieA3<, Steast uafsans, 2010.
Hadfearsfiar : viA. 3. gag<dst, forrfenr usfsfirar a€m, 2010.

4, nadfearsfian : fearafiaaey, SHagers m's Ufer : Irade f& T w3
sfes ne. Qus, =fesT gam , 2010.

w
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fearet-15: d3Hs @ HeaT @ ufows firais @ gaar yfsues

fearest-15. dsHs T wedr € ufows fAais & *
g yf3ues
(Restatement of Friedman’s Quantity
Theory of Money)

few =AZ (Contents)

€< (Objectives)

YH3™=AT (Introduction)

15.1 gI3Hs & fAu'3 (Friedman’s Theory)

15.2 &I3Ha T HeaT fAUTS T wiggefAa yus
(Empirical Evidence of Friedman’s Theory)

15.3 &I3H& 9™ dad (Friedman Vs Keynes)

15.4 A (Summary)

15.5 HIEdH (Keywords)

15.6 g™ yr& (Review Questions)

15.7 A&fuz yAzat (Further Readings)

@ew (Objectives)
fer fearet @ wiftmis 3 g fefenraet Gar d=ar:
o I3Hs ¢ AU’z AT BEt
o T3HE T v AU T wissefAu Yi's Aas BEt |

YA3EST (Introduction)

a&d € YASAE General Theory of Employment, Interest and Money, 1936 €8 gu=s @ g%,
WSERTAS{INT 3 HeETT ¥ yduges ufons fAuis § 9% o fesr1 U9 frarar femefenfen few
“1930 M3 1940 ¢ wHa &g yugr = ufors fAUS Hiva uSusr & efon w3 AfSAS!
wigr gfour four | framar &g disis, Afedn, s fiien, 39 afee w3 Aoy Ifesd e
A w3 Bust 3 Hedr @ ufgns fru’s e 8¢ Auifsa gu &g fed faor FuH w3 ARG gursy
feafrs gtz “fan &9 veor @ uforns AU’z § wH &K fATTS &% Hag w3 avsfes a9 fest
famr 1|7 year @ ufgeH Aoz @ fard guiss e AE3 ufos fanrfuarsT 4. dishs 3 fAé
IFE3 Hedee! gif3 UR a3t @A 1956 <@ @t The Quantity Theory of Money : A
Restatement HigRa muE &Y &g year © mufsa uforrs fAo’s o ferm His® gatfent| 8R
3 g8 feg9 &3 7 fonr
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15.1 @SHs T AU (Friedman’s Theory)

HegT ¥ uforrs a3 @ garar yfsues 79 Ei3Hs 3 8% 21 faor 3 fa “uforrs a3 ufast wear
@t Har e fea fAa3 31 feg 83Umes »i3 HEa™ »iHEs AT W3 e & AU &4t I1 7 (The quantity
theory is in the first instance a theory of the demand for money. It is not a theory of output, or of
money income or of the price level.) »madt Rufsaraat € wig 3 Hear &t Har fea Bugar Aer <t Har
T 5% 578 MUTTTI’ U 3 AHG I 1 8T TASfex saet AR € IH M/P § fea @Rg Hiser T famret
fea ufgrufs w3 Urt @Rz 31 ferset vear & Har Ut w3 Aufs & wiar 31

Wt AUfs gaat @ %8t TTA3fed gu feg Hear €t Har uH a9d J5 &Y 99t @ @8%6 J ©f Ageat
J Aot T -

1. &% RUf3 (Total Wealth) — g% FuUf3 gAe Yf3gT (constraint) ¥ 8989 J1 g% Ruf3 f35 397 <t
ufgrufant f&g <5t Aat grfodt J1 feeaa &g, a® AUf3 @ nigHs Se-ae9 It Bussg Je I5 1
feg= a2, »iHEs FUf3 ¥ B9 T oH &9 AowT J1 ferset disis @ y3faa nmies Rufs <t fea
yf3fafa I

2. Aufs & &Y m3 di9 WYY ¥ gut f&9 feg™s (Division of Wealth between Human and Non-
Human Forms) — AUf3 & Hy AS3 HaY & 83ues a9 & AHST J A5t of HaY Aufs 31 ug
HaH AUf3 @ 319 Hae AUf3 & sewe 7 feoe 8%e, Arafax yfsdar @ widts 31 fed faor 9
HRY FUf3 & T93HS nigris’ Irdt ufged m3 di9-HaY Auf3 ® yuar 3 &3 ydus grdt erset yus
I ¥ BT o137 A7 Ao I | feRsEt d9-Hay AUfs ® qu 8 a8 AUfs e foq 99 Hoseuds 99
J1 $3He I9-HEY 3 HAY FUf3 § niours § i3 AUf3 3 minies © migums & o (ier) afaet 3
3. HEST »3 99 uferufsmit 3 ufse® & y3wfis =9 (Expected Rates of Return on Money and
Other Assets) - &g yf3es €t 3 Busar Har fr's & fea eng & vz &, 8RR Fosws <, 3
yIat &t gAT gU I | Yf3ew & vifaz w9 #id T Aot I fAeAT »i39 3 a9 At 3 def 3, »i3 faasna
AR &g mer Hiar ufan 3 fAst 3 BU AT y9w oF UR T6, W3 UaSH faen 8% Har ufanr 3 fast
3 fora St Ut T w3 »ini39 3 AR wfsnr 3| I ufgrufanr 3 vifas yfses & w9 feu @ fom
A™HE J¢ J6 - UTfas!, JEt 2930 feg 391876 o131 aret yrufs At &wa3; w3 vt , fes ufgrufant
ot a3t R gese A3 nieAGHS i3 A3 @t Afafswit 3 yA3T 3 Has<uds s A I6|

4, 33 99 (Other Variables) — n™HEs € niet 99 99 HET™ ©f A<’ &% Hag SuafasT § ysfes
&J AT J6, A3 TA3fER 39837 § foaurfos aoe 96| 39837 € miser Ruf3 agat & gfen »i3
WfoHs 89 de J1 fex J9 99 »iudt Auf3 araat Idt <93Hs U <Asnt @ fanug os | feg 99
Aufanit @ 99 397 ¥ 5% Hed™ € HaT €56 § <t fogurfas a9e g5 1 fed fad 83t § SsHs 1 (vE)
@ &f fast I

|

-

BH ufgnrs frgi3 ufa® Hear & Har e fea frgiz 31 feo 83umes w3 Head™ niHes
A A3 UTe = AU’ adt 31

Auf3 & ya9 (Forms of Wealth)

3He @ Hafaa, He 39 3 Auf3 9 nimies € AT AJ3 w3 BuUSHr s9s Gal A=’ ATHS Jot 76|
feg Uriafas (Capitalised) »mHes J1 WHES 3 EI3HE T H3®Y “AETE! niHes” I A5t AUf3
T fieoa® & wiAz Y3fEs yuf3 31 Aufs U 36 yara' 3 ooz i3t 77 Adet J-HedT, 913,
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ﬁl

featfefent, 3f3a Tmgnt w3 vaw Y | Ig 397 & Hufz & nmut wifeefsw fermsT I w3 feg fs
yf3es 2t I, farer I6 <956 T -
1. HET (Money) - HeT" & fers e &g fo37 famr § fae &9 adFt, Har a3 w3 AR U3
AHS 96 frae feg A€ 3 famma Yy Jev 31 fer 397 veor fea fewfisT erg 91 fer oo
& mfegt, geftmr wife ¥ gu ffe ersfex yfsew St I AR wH &Hs dug (P) 3 Hritpr
At I
2. =73 (Bonds) - g73T g a3 € AN OrgT & Tfenit ¥ gu & ufgsths &t famr 3, 7 wear
U (nominal) fearfent fg Afeg T
3. fea=fent (Equities) — fea=fentt § ga=Tat & AN oo € erfentt € gu e ufegrths o3
famr 3, 7 er3fea fearfent few Afgg I
4. 3f3a TAZ M3 AI-HY TR (Physical Goods or Non-human Goods) — feg SusgasT
w3 B3ued fea® Azt & H&HST (inventories) J1
5. H3H-Ywt (Human Capital) — HoH-Urt Ha=t € 83uredt Aast I
fer 397 Auf3 &t 99 fam €t vt wifesta fermsT w3 35 yfses 7 3t Aureswr farms, 3,
HOH, MTHES e € 3U 39 W3 niAURESTT aH3 Uae (P) 3 HRUt aret HeaT &t ATt »i3 HeHfant
2 u 35 It 31 feg Un 397 &t Auf3 fe fow y3urhz viHes YeTd e 293H™S T22dIs He RUf3
T I8 HS goer J, fARg I fou < farms oS A Aaer 9 -
W=Y/r
fra W gs Aufs & 978 1 3, Y Rufs &t Ja fardt & yswrfis »vmies & & yeo 3, w3 r fars
=91 feg mitags feurer 3 fa Aufs Urtafas nmies 1

@?

a1 AT AEE I &% Huf3 gAe wesy & AHIY J |

HEJ™ T HaT %6 (Demand Function of Money)
S3HE MUZ &< niggefAT miftmis Monetary Trends in the United States and the United Kingdom
(1982) feg fea fen@f3ars AUf3 uaa & HegT & Hat €86 § ATS a1 578 MU 1956 € HS miftmis
3 g% fg5 JI6 fBu Faz fondt 3 fans a9 J:

M/P =AY W, R, R, R,, g, 1)

Al W Halt It Hedr & &% Aeia; P aitHs UT9 J; Y SF3fea niHes J; W di9- Hay 9u &g Aufs @
niE J; R HET™ 3 ySUHS Hed™ U & €9 J; R, 7137 3 y3wrfis yfses &t w9 3 fan o Bret ahist
3 YITHS g HHES I6; R feasfent 3 y3urfis Hearau yfses &t w9 I fan ke Bret fanst e
YSuHS e BHE J; g, = (1/P)(dP/dt) Agnit €t szt e I o3 sese & yewihs &9 I i3
ferwet 3f3a ufgrufant 3 Y3ufhz Heargu Yf3es o ©9 J; p (W) »HEs © mideT Jd 99 © et Agt
HeT™ €t Aeret © Hag QuGfast § ysfes a9 Aaw 96 fiie gfontf, mifts nife |

feer & HaT €86 ®a8dl S9TEd Ot J1 A9 3% HUf3 »i3 Hey AUf3 &9 fesms gu3 oo
adt Jer 3, faBfa fea govn g9 R 2T w3 ufge AaE! T »i3 »TUST HaHT @ H3TSA niuat Had
Aufz  fag@ 3 2 Aot 91 U9 99 wed Hoseyds Je I6 | HEdT €t At HaT €56 feniafsars Har
cHsT T AT I e ff8 M i3 Y gE 99 fonia=t Wear oot w3 o9 feniast ninies & fars aoe
51 M3 W JI9 HaY U e At Aufs § fars amer 91
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HEd™ T Hal 256 fer a3tn 3 udee! I fa Su-2y ufgrufset o yfanrfas yusher (yStesh) &g
2fafa d= &% fea Auf3urga €t Hear &t Har we J At 3 »i3 Auf3 &g =fafa g year <t Har <o
At I | »iHEs 33t aat AR (M/P) ® &% AHTGTHS SiSt Aidt 3, 89 niHes & yfsnmas daea-
s U9 3, &7 &t YU I It 7% miHes | »iggefiu AES ERT 96 17 fa Hear Har & ninies 39
fearst 3 <u Jet I, ﬁm@@%’%{raﬁwmeww(velomty)%amzﬁaé’ral ferer
H3%E feg I fa SH AN & a1 <& AfET I on Feet G, HET™ @ BN AN HaT <& & fanma &9
&5 (negligible) J1

é3He & Hea @ ufors O’ @ garaT I1fAg a9 % HeaT @ Ugst Aear ©f HaT 3 »iEe J1 H-
9™ iftarantt @ a1 ¥ J/9E HedT & YISt wiAfag Jet 1 ex UTH, HedT € Har Afae afaet T
ferer H3wE feg I fa €9 e fARS B« sawt A ¥ AW € gu & Juer I1de Is Afeg U e
Eret FETEt nHEs &% Fafos 3foet I1 Ao JEd ga yStefsnt udted Hedr & ygst <o g
3, 3t 73 B USRI Fu=dr BT uEdr fxr BREY nes € nigurs &g 8RET HETT ® U9z Ju IR’
I5 | ferset 8T nuE Hedr € frimmeT (excess) Tdet § wifia gu ffE ufgrufan 3 i3 wifiig gu
f&g BUSTET W3 AT 3 YJY J9=dl| TEH ydw &% BAT Hed™ AR W2 A=dl »i3 &% Jt Hedgu
(nominal) nHes T0 A< TR UH 7E dEdt ¥q Yf33fami 39 Hear & ygst wer d=d, 3
yf3zfamt udtez erfenr § HedT © T9s GAET AETET »HES ¥ nigu's 3 Wie § Aedt | ferwet 89
mﬁamﬁauﬁmﬁwaéﬁm@mﬁamf@vwm@ﬁaﬁéwmmm
PUE HES™ O9e § SO | ﬁ?ﬂmawmwwzam&ﬁl fer 39t @° 3fofomr™ &% Hear &t
Ha1 AfET €t J| EI3Hs © H3™ER, Had HEa™ © AT g gese der J, 37 8 &g ohv3 une &9
# nirHes feg A JtHS UTg w3 niHes et feg AHGUTST gese der J1 Hedr € Har &t 32 3,
B HIY M3 nTHES 3 W' &t YISt feT gese € yset T ufasT 3 nigHs &ar@ET Ase J1 Aad
WIg-feerET yI= Irar9 3 uie Uud 3 J° 3t Hear yast &9 <faft 9% yau Sus % 83ues i3
Jrarg &9 =fafa a9 2=t | ug feu 3= 63 AN Bt It Age 31 36 & Hed ufons fru'3 fasa
15.1 @ 7t ANSTEnT famr I fA8 »iHEs (Y) »ie®d »igH 3 Ht J1Et 3 »i3 HeadT & Har w3 uast
AfSH »iam 31 M, HegT & HaT Ta9 3 73t »Hes € &% ge%e Jer J1 M HedT yast @59 3 At
PTHES € Fe@e ¥ &% Udl 397 989 J| €< a9 f&d g1 &% E 3 aee I6 »i3 OY ASHS MTHES
fogurfos a9 I1 #a9 Hegr YISt Tuet I 3t MS =39 AR w9 g2 M, S, § AT J1 ufgeHA=aY,
HETT-yast HedT €t Har 3 20 J Afel I 73T g% »THES T 3T 3§ <09t I AT 3a M, i3 M, S, 5at
3 5eT 3% E, fie 3 rerfuz &dt 3 At 31 fem 39, nmies &t <o OY, J At 31

&3 (Conclusion) - &3tH I7dt, gisis uforrs fAis § Heer & Har fAofs @ gu &9 UR ager
I w3 e & Har ufgrufs szt 7F ArUE yf3es w3 Aufs w3 winves 3 faggg ager 31 feg
feu@er 3 year &t Afag Har fa’ aH3T w3 83ues = fAUS g=dhu™ o | Haft aret Hear &t
HEIgU H3T™ i3 nrUfd3 (supplied) HETT € HEITIU H3TT &9 »i39 UH 39 3 JfFR 13 a2
Y99 § UH JRar| A€ HEg™ € Har viug fegurgar fég sewe @ yfsfaur e geser 9, 37 feae
UfIETHAR Y SH3T AT HEd™gU »THES 3 UIETUS g8 %d9dl AeT Hed™ of yast &g ges=t
T q9E I¢ IS |

»F@?W(Criticism)

Hed™  UfgH'z fAOT3 & gisis @ Tarar yf3ues 3 I Te-feew Uer oi3T 3 i3 danerfent m3
HegeTfenit €t wig 3 nigsefiu A9 38t 3| EI3Hs © fATT3 @ fedu &are o €t €t 99T Js feut 3-
1. year & ufgsTr 593 fewmux (Very Broad Definition of Money) - €13H& 3 &arfenr famr

fea fewam feg 3 fa Hear & feg firdt ufesmt e yurar atsT 3 fAd & 3@ aaHT »i3 Har #HT (M)
nifug TGS § T AN AW (M,) & AW 96 | fer fenmug ufsemar 3 mure &3t feg foaser
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J f& Hear & Har €t fomrA 89 odi6 Jet J1 A9 AN AHT 3 1 S s,
fanma & w9 <ot I 3t Baat (M) & Har <o At I1 U

,) & Har fsar AfEt I ferset vear & y,
Ha1 3 o fHea 737 yg'e u=dr, 89 &dt € g9r89 J=ar| U9
33hs ¢ fermdnz & smdt feo 3 fa &7 AR @ w3 83 AR
€ fanmm w9 139 vieg 5dt soeT| afaa3 9 Aa@ Har Anr
M,) & &H 3 Srfen A< 3T niHusSis €9 § yEfHasT 2t
grfoet 9, Aefa AN AHT (M

I w3 Har Fr (M

ﬁl

Income

,) € B BH AN o =9 S T

feaﬂaa‘rzr%(faﬂwérfawnea?wme‘rma 0 M M,

Demand and Supply of Money

2.7;@3*1‘%8'7-[@1%1@&??(M0ney not a Luxury Goods) -

faBfer S5iis 3 HeaT @ AR AN BTHE &3 st a5, femmet fes 15.1

89 yegr § fewm & @Az Heer I fer wag 3 Brer feg &3ta T fa nifoar f&g nmes &t aae
HegT & yaSt &t y=fost oo <o 89 It 31 uo feads @ et fom 39t v At femm yg= (luxury
effect) Bumaa &dt Ifemr

3. Ruf3 99" @ 4 Ha3T (Much Importance to Wealth Variables) - €3Ha 3 HeaT ©F Har @
o®s &9, ninies o 52 Auf3 597 § <0 Hase @ tar Hifenm A Auf3 w3 »nies € 597 § fed @9
UfgeTf&3 7, I9aHd3 Y313 &dt JeT| AR Ausrs & Bar o137 J, AUf3 3 737 yfses fueer 3,
8t nHEs I W3 »inEs ¥ TI3HS HE € AUf3 I Hear & Hal e%e 3 fanma <t @9 w3 fow gt
&5 3 o v feuns Ifgz wn § fogua Ytz Jar|

4, year-yat afges a4t (Money Supply not Exogenous) - S5HG 3 HEJT § niAfET HifemT
J1 m&w&ﬁmawé%mmwmwa@aﬁl ug
Wﬁvmwﬁ@s%wgaﬁ%ﬁwaﬁw%m%ﬁmaﬁw%
¥ 8ug v w%mﬁwémwaﬁ?weﬁwmﬁam(m%ﬁmﬁ—
Ifen SISHT AHT S9e I8 »i3 fease 06; (¥) Autw farge feerer 3 avafies 8 8o fae Is;
(@) feoRt 3 Hea & niEr w3 fert &9 Hear & A Jer 3; »i3 (W) Fullw foree feerer yfssfzm
T udlE »i3 I FIe I UfaRt 35 He' Headr €t yast § forfes qu T »isan™s 33 yEs aoet
31 fer 397 yegr F yast yst 39t gfgens adt 3, Aefa sis & HifensT @R afogas Haet
J1 Hear & yast famirersg nizers Jet J1

5. HE9r yast 3 g9 I9F 3 yge & 8UAr (Ignores the Effect of Other Variables on Money
Supply) - 305 HEaT UIst 3 J9 a9 AR dtH3T, B3ues A famd w9 2 yse & BURr ager
J1 UT UIEUS wigseHT B30 I6 o Hear uast 83 feue o 99 @ e@&n © gy v fimms adt

3t AT AeET |

6. AN wea 3 fewg &dt (Does not Consider Time Factor) - §3Ha ANGHS & aIf3 w3 AN
foguras @ =9 feu A AN & niefy fae <o feo fHu's &1 odt Jer @ g9 <9 o= odt gReT J1

7. HEJ" ysst w3 Hedr GNP &8 da3Ha Ry &dt (No Positive Relation between Money Sup-

ply and Money GNP) -

3Ha @ afsfait 3 ufenr Aret § fa Hea™ uast »i3 Hed™ GNP dosHa

gu feg Rfordfoz dfoe 951 U a3 (Kaldor) T W3 I fa fgew &g Roe3afone AoreT vafsa
It 52 »i3 fHa 3 Ufas aowe Ifl €9 Iz @ f3HTdt ges= »i3 gH9 aitH3T @ Suas Busd &
egU FEER ¥ &g Jer 3, & of Hear yast »i3 Hedr GNP © &9

&9 (Conclusion) - Ug feg n@gaTe T gege “dsHe It Urt fra’s @ nraess feu & wear
fraiz 3 w1 I3 7ET 32 Ut & Yf3es »is mnies € S93Hs HE Ut Ages Hed' fAa’s 3 dan
& »iH fAUT3 & g Ay 3 fimer Haseyas feam J1 ferer Auifsx Hasd for o 3 fefaz I fx
feg feeg @ ygret ¥ gu &g AUf3 w3 nmies & o9e3Hd fediaas ager J17
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AS U (Self Assessment)

foaz &<t § 39 (Fill in the blanks):

1.

15.2 @3Ho T HeT Uiz @ wiggefia yus

(Empirical Evidence of Friedman’s Theory)

3He & Hear fAU3 3 ey et AW nigg<fAu niftmis fiierdl w3 99 ferefearfant f&9 32 g,
fAst 3 9% 3 I6 JAfs uEt T -

Hed™ @ migfed fATTS Hear & Har 3 g% feer 31 Hear & Har ufgrufs 3 A3t nidx g9t 3 fagsg
aget I w3 feg mmSe 3 Afag 3t I1 vy §sHs w3 fiagrdr ® 99 midERTESIMT feRnae Awss
3 fen Aag feg nigs<fiu niftmis 137 go | fegaT @ W3S HedT €t Har A3 997 3 fogga ager J
8ust T yzret @ ynr fer 397 95 -

1.

nHEs € Aag 3T gshs & ufenr g 99 fenast vear Aefa i3 99 fenia=t niies @ &0
AN © gese feg 8udfe e Furgy J1 U9 99 faniast winves @ gesel %8t Hea™ ©f 89 fox
32U I »ifaer € g9 fe9 Eisie & ufenr fa feo %9 1.8 I fie &% 89 fer odta 3 uge
fa eAsfea ARt & Har & feg fecos fewfisT @rgni €t Har @ feeoe & 39t & foor 31

THES ¥ goiu feearg @ g9 &9 &8s @ niftmis eAeT 3 f& nafeerer @ ferse &
HEd" & T3S AT W3 TTHSIEE nTHES < JU¢ U6, M3 Hods 3 U Je I8, Ud TTA3fe
YTHES ©F IAE Hed™ @ STR3fed Adia <9 gese ot dfe ue Jdt 31 feger e 3 f& year
T NTHES 29T (income velocity of money) 8 M™HES € HET™ AT € &™& nigu™3, feAsa ©t
A &9 Suer I »i3 Agus € AeA 3 We Jer I

HET™ U9% g9 € B913, I fand €9 € Aau &9 isHs nigsefia Agst @ nu9 3 fer
33 3 U I f& fan =9° e &t Har 3 AfeRfs yge uidt I1 ug yge wirg &g <o
&dt 31 e fen 3 Et AovSt &4t T fa ot 63 AR A A AN ©F for 83 Hea € Ha @ 575
g9t 397 Aaftz 31 U9 feg Ags €re I fa fogum He © gu o #1 Al & o7 83 AR S8
#9 Uie JeT J| 31, BI85 A9 nigH®, 970 8T BA AN AT 63 AN €t ¥a' 5% Aay J<, fagum
HE € fearet 3 v &9 foue 951 wist, fanm et S8 gew< & gae Trsfed niHes
feg gew=, yed &t Ha feu gew= 3 U Hos<uds a9s UTE A 36 |

E

TTHA gsie © fAo'3 2 fert 3 »ug fegrg UF a9 |

AS U (Self Assessment)

ggfeasit yas (Multiple Choice Questions):

3.

Auf3 @ Wy AJS Ha= ot AHST J -
®) B3u=diy () AUEsT
(%) vrafax (7) fer feg o<t adti
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fearet-15: d3Hs @ HeaT @ ufows firais @ gaar yfsues

nEs RUfS S Bea e ... &9 Aget I

®) fesu () SN

(®) uss () fee 29 ot ot
yf3e® & vt €9 J Aewt T -

®) 3 (o) Uiz

(® < (\) fe? 59 3=t st
3I9%37 3 iweT AUf3 ggar & gfent w3 wiftrs Je 9 -

(8) nieg () 99

(%) AET (7) fee 29 ot adt|

15.3 SHe F6™ aAH (Friedman Vs Keynes)

BHG T HEd™ Hal 286 J9 397 3 aad 3 86 I fAret 88 gaur it 77 9t 9 -

1.

3o Tt 3BaT feT 3R MUE HedT € HaT 286 & fanfimr a9z @ &2t yeor &t foa fersfos
yfggmar & yaar a9er J1 89 Hegr § fea ufgrufs A Urias @Ag Heer 3 A3t ufge Fafs
%ﬁawﬁﬁwm%awmﬁwauﬁ?ﬁmw@mm@wmm
Aeet yes g9s © BT U9 SISt At I ©F i9, aed € Heg ©f ufgsTEr g Har M
W3 AT far-3fa3 9 ATHS T5 |
qﬁaﬂwf&afaﬁﬁmmwﬁmmw%ﬁs@m%yﬁ%ﬂ%ﬁ%ﬁeﬁw,ﬁu&
g9t € Wi 3 HETT S Hat »B3x 597 T €86 J1 feg 95 - R - HEer €t ynufs; R,

& yrufs; R, - yfsgfami € yufs (vield); g, —gﬁauﬁﬂuﬁwéwu% mgp()-lm)aa
Waﬁmagaa?aﬁwnlaa—rﬂ'sfﬂwzﬁv ufgrufs @ gu S Hear <t Har g3t S &t
Fﬂ'ﬁ-EfU g fanie =9 Hed UgE 9z ©F A9y %98 J1

yzTfes g9 J7 36 © HI'Ed, Hefda ge@e 873 o3t w3 fammm wat ardt udm gu &9
nigfaa afonr § ysfes age g6 | Hefoa mftardt gis dfged Hedr yost <ue 0 73 8ust
o oHst fg feadt aget I w3 Gost 3 Yust ue sget J1 B g, SisHe © fois e
mﬁaaewwwﬁwﬁ@w%@amamn@nﬁw&gmaﬁl
ﬁ@ﬁmm@maﬁaﬁﬁﬁéuﬁmﬁauﬁﬁn@m@sﬁﬂéﬂm%mﬁ@
Uﬁwﬁzmé@%wéwﬂﬁa@@mwﬁwﬁwm

€< eAfede’ &9 Heg™ AAT € U9z dos ¥ Befimit € o9 f&9 & »isg 1 ded HeaT BRT §
‘Afaw’ w3 ‘forafaw’ mafant fég fegfas ager J1 ufost @ #5-26 »i3 ASSTI3T 89n
A™HS 6 w3 g fé9, Hed™ u9x v AeT 89H | ¥AY U, gI3Hs Hear ARt &g feg frar agt
fes™s &dt a9er I1 BI° H3TEA HedT I9 397 @ f35 BeF @ BTt ugE SiSt At I AT
ufgiufamit @ g% ufonrs fegarfas aget I

g3He nu ferdrz fé9 AUTEt »iHEs w3 HEI9U (nominal) »iHEs Irdt »ug frgis &t
fenrfimr g9 I1 AOTE nindes 89 I fAAET HSTT e fea Aufs uea Busdr a9 Aaer J1
g3 29 € BT iUt Auf3 § ydt 397 U 98| HEI9U miHes § JIH ©f 9% fearfent 3
Hritm Aret 31 feg fenmurfoa ergmit & 1T w3 i ©aF 3 fogga ager J1 et vid dod
f&d frar St <9 &dt a9er T
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AS U (Self Assessment)
I3 &3 7@ adst &9 At w3 ae3 & ufges a9

(State whether the following statements are True or False):
7. HEd € BH A Hal %6 ©f oA 8 odw J |
8. feeAW T Hal <®a Harsdr g9vEg dt J1
9. tsH5 & Hear § AT HfenT T
10. HedT & yIst fmmers9 gfgears It J1

15.4 A9 (Summary)

Sisis ufons fAu’s § weor &t Har fro's  gu &9 Um ager I i3 year &t Har § ufarufs
SH3T AT AR Yf3es »i3 Auf3 i3 »iHes 3 fagge Haer 31 feg feurer I yeer &t Afag
Hat fa= StH3™ mi3 83umes T fAU’3 gaein 06 | Tt aret HeaT € HEdgy H3T™ »i3 nyfas
(supplied) HET™ & HEJgU H3T" &9 »izT wH 39 3 afF &I I ¥99 § UF J<4r| AE
HEdT & Hat niug faguraat fég sewe @ yf3faur &g sewer 3, 37 feae ufgeHRegy o3t
At HETT9U MTHES 3 UIETUS Ie8< %dI8dl e HedT o ydst <o geser € a9s Je 36|

15.5 HEEdH (Keywords)

e YU (Constraint) - fouma |
o Urtafa3 (Capitalised) - Ut Afa3|

15.6 wf$™ YHS (Review Questions)

1. d3Hs © fAUi3 3 AT off AHSE 97
2. <I3Hs ¥ Hed' fAu’s e niggefiu AgS @ felgs a3 |
3. ‘d3Hs goH Ao’ 3 feust a9l

€39 e 5’8"&3‘ (Answer : Self Assessment)

1. gat 2. Aufs fAT3 3.® 4. ()
5.® 6. () 7. At 8. Adt
9. IHI 10. I&3 |

15.7 WYfgz yAsat (Further Readings)

3cH 1. Hadfearsfian : wiH. J. gad<dst, fanfenr ugfsfrar a8m, 2010.

2. HadfeaiHan : fearafiaacy, SBaUeRA »s Ufer : grade f& T% »is
3fes »iw. tuw, Tfes gam , 2010.

3. NIIFEIBHAA : GUdt wis UfSHT : g, WK, WiTgeT, WA, d¢ UIiRans,
2010.

4. Wasferarsfian & =t : wiA. »iA. 5H, Afead 2 Ugfsars, 2012.
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fearst 16: HeaT YISt : Haar @ UGS W3 AHACT MTERTAST feg ferer Hase

fearst 16: Hear YISt : Hear €t ufgsET M3 AHAESE
(Money Supply : Definition of Money and its
Importance)

fem @Az (Contents)
©<w (Objectives)
YA3'=&T (Introduction)
16.1 HE9" Ygst : 3@ m3 Ufgs™HT (Money Supply : Meaning and Definition)
16.2 HEd™ Y3t @ € HY AWSS-ISHT M3 Hal AHT
(Two Principal Components of Money Supply—Currency and Demand Deposits)
16.3 Hefdx AHTW »i3 393 &9 Hedr udst & HY
(Monetary Aggregates and Money Supply Measures in India)
16.4 HET T YISt § yIfes ooz o8 a9 : feat Auifsa feguras
(Factors Influencing Supply of Money : A Theoretical Prescription)
16.5 HAE™ (Summary)
16.6 wWIEdH (Keywords)
16.7 fg™ yr& (Review Questions)
16.8 m&fuz yAzat (Further Readings)

@<H (Objectives)
fer fearet @ wiftmis 3 g fefenraet Gar J=ar:
o HEJT YISt ATBE BT
o HEJT I & Mftnis JaE BT |
o HrafeStu nfsfenast Aras Bet |
o A Afgrs & AW A8z Tt

YA3=&T (Introduction)

fues niftmis &8 HeT™ & I, aH »i3 feRRs<t § A6 3 ¥ 3076 Bt YAsT & 839 Awe
FHAT I Aaet I AR 3At feu Aes @ &t 83FA I<d! fx nigg-feeret f&g Hae far g% feg nidt
31 nigg-feerm €9 Hea yast & HisaTT for fogurfas Jet 37 &t nigg-feerar few Hear yast <t
H3TT & Fay § 8d A rfefia ¥ € aet 3fhar 37 Hefaa AHen © a-atf Fuea 38 grfae ? mife|
fer fearst few vt few A9 yrat & €39 o o dfim agfdr | for niftmis fev <fsafoa &a &
Hegd" yaIst <8 taes (A3 <feAfta 89 @ A Afdds € &F 3 Afser Aer J) & < g9g' a9 |
fere niwer 393 f&g Hear ydst & <93Hs AfEf3 &t fersw <o g9gt &1t ot I
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16.1 HE9" YISt : 3@ w3 Uufgs™@ (Money Supply : Meaning and Definition)

HEd™ Ugst & 3< nigg-feerer f&g Bumay vedr & wizar 31 feu foa Aeix wieugeT J fAmrer
fea AR &9 Hu &3 AT 3| fea fonfas AR &9 nige-feerer &9 yafss aowt €t & HsaT i3
HaT 7HT & g% W39 © g% HF § HEdT YISt fagr Amer 31 auHt wive-feerer &8 yefess fiia »i3
G HETT T 8 A J1 Hdl AN w3 9 AT 8R 8 AT § T AreT I fARg AeTeesT Hale 3
3 YU g9 Ao J A fAAg 99 It 89 3 & Ao I %f%(?;maaﬂmsa‘rwé’rwuﬁwé
fea W3 &t T& | Hewuaaﬁ%aﬁfe—sf% 95 H3 T8 | I PITERTHSS TH M3 HaT AHT § HedT
W@W%M@wﬁvm%mﬁgﬁmﬂﬁwgwwﬁ@%ﬁm
T qu ST Hae 75| Ifa3 feT AaT aes T86 578 SOHT M3 Hal AT § It Hegr yIst R AHs
JI3T AT 3T wiHt Hed § o fefeHm € HitmiH 3 AfHS &9 €41 HE Hew & g & Hear
T HISYIE X J | fER aH = feRus a9 &% Hedr ygst 9 a9 , Har aHT, AR AT w3 fesim
Buagz § AHE gosT TTgeT I A3 HE How & Mg & gu &9 oM 9% 5|
o fHEes d3HE T HIEA, “TB6 49 AIA W3 Hal ANT ¥ nigrer HETT YISt f§9 583 w3 AN
AT ATHS I3t Irfaet 317 (Money Supply should also include saving and term deposits
besides currency in circulation and demand deposits.—Milton Friedman)

o ©3%93 AT ¥ HEeE fRE “He9r yast 8 Arfonit @Rg Aot €t 3789 HSTT I At wH Ba
¥ It THIA, freret 2 fefont @ w8t yers w3 39 Hows ufsrufs ni3 gen newel @ gt
JoF it 7 AaEt 1 7 (Supply of money is the dollar amount of all those things which
are generally acceptable by the public in payment of goods, services and other valuable
assets and for discharge of debts.—Edward Shapiro)

o #. . 7B 3 fe. v, B T HITER, “Hew 9 €5 A9 THgn § Wi &tz AT wrfoer 3
#37 8AT AE3 sAfed T yfSAES J1 ”(Money should include all those things which are
its close substitutes.—J.G. Gurley and E.S. Shaw)

IS forfosardls miiet § veor & yast e fa€ mfis disr Aler 37
(Why include term Deposits in the Supply of Money?)

feg mviet forfes AR wiefa @ st It 31 fer €3 fawra €t T3 AN nigA9 farfos Jt 31 o=
gt fegst § saet g gefer sdt 7 Aawr, AR a9 feg it Har Anet 3° fds get 3 1 »is
fegst (Cash-in- -hand) g aaet &dt faar Afer| w@waﬁﬁaafeawaaﬁré’rwm
&t I 3t fegst § Hear &t yast fe mriks fa’ disr Afer 97 a9 ¥q 9rdt At forfasasdts
A4 €t JHtE § T93He 7 3feY @ 3a=Ts I3 feform @ write @ qu 9 yuar adt fenmfenr
e mmmmmmm@awémmmm@w
few o1 @wéaﬁwfwaﬁnﬁrmﬁu(&nﬁs&wﬁﬁ)wa@ﬁa@éw%wwﬁa
gefenT 7T AgeT 1| AR AHT § Har Ant &9 gess g B Avf saer I frast 89 see <t =9
T A3 T § o 99| ferset forfosarfss et & & Har Anret & 39t Heat & yast &
fex farm mHfSwit AT grfoet 31

|

3TH AR=fa 7HT & ¥iar AT &9 gese fa @at & Mt warer U fist 89 52 &t w9
T F[E §F § F9 KT
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AS HBIE (Self Assessment)

feaz gt § 39 (Fill in the blanks):
1. At nog-feere fev yufes fia mi3 T IH AF I

16.2 HEJT YIIt € € WY RWSI-SI At M3 HaT AW (Two Principal Components
of Money Supply—-Currency and Demand Deposits)

HEd™ Y3t @ € HY wea (1) SJH »i3 (2) 3% AN J6 | Teret fers o fenifinr Js fadt I-

(1) A (Currency)

SJH 3 I TBs <9 A »i3 62 T5|

(i) fAa (Coins) - »Aa® J9 ©F <8 ATaT Idt fAa At &3 AT I6, ATfx yI'e AN oo fort
HAEet & fAa At o3 ag¢t A1 fort ARE=T gt A<t a3 A @@ fafomr @ @rs »i3 a3 &
HUST ¥ AeU 39 A9ar9 Yf3dy sarfenr aget Al fae &% 08 3 gfonr a7 Al | Ao’ »i3 Iidt He &
fégars € 397 ¥ fAa Ifemr 9@ Aw-ust 397 yHrfsa fA (Full-bodied Standard Coins) »i3 Aiaf3x
fAa (Token Coins) | U3 Md® Yaiss yafas I AT Y&t (Managed Currency System) & ffgams,
udt 397 yHfsa fiaa <t ot SuefosT adt 31 ferset feg o= o6 © &9 adt 31 Fashr gfmr
& 3t fea ydt 397 ynfsa fa 3 w3 & &t fea maf3a frad 31 50 TR, 25 A, 10 TR, 5 UA, 2
UA »i3 1 UR @ fAa Aaf3d fia 96| ARf3a fAd HedT € ydst @ Ha3euds wed adt J1 Aad
JIfgst @ argz 393 &g <Ot Hizar &9 22 i o%e <9 Ao e &t f&u a% Hedr udst v des 3.5
yf3Es forr 31 wifaar <gqr feafis e fee, AAf3 fAd & Hear yast @ 2 yf3rs 3 <t ue 75|
(i) IIH 32 (Currency Notes) - Hed™ YISt @ £ HISTUIE Widl IS AT B2 I¢ T& | WMTHSS ST HT
3¢ H 3T ¥H T Jefan’ § AT AT AT &< A9t d9¢ I6 | 393 {99 fEx gU € 3¢ 93 AIST It
W3 et 39 a2 forde § nite fEfsnr ardt A<t &3 Ae Ia | for 397 3793 99 a9 A et & 9u3
U forT 2/ @ Aedt ¥ (forge §') It A<t a3 Aret 3182 At a9 (fogams) & ot feftmrt
J Aot 3 R, yfsfsfase, naufsa, suasw faft, ufseassrs, nufseaserts, »ife | o3fea HTs
€ gd1 &9 Tt Hedr yf3fafuze ger agdt At wn maet &9, fow 327 @ Uie m3-yfses u3fex
o Iftprr ArET HF | Ha9 JefonT &S fex 593 JU € e At g9eT At 3T 8RS fed a9 gu w Aat
7 giet aF &g que e /| yfsfsfase amamt Hear § At oo © € Hu §<n fer 39t At (i) fAar
T ¥ Y9g ©F 993 (i) U3 § furs 5% d= €@ saAs 3 §98 | UT de Al 9T ©f feu yTEt
Fudis A faBfa amart Hear € yast o3 ® Ae'a 3 fag9g dfenr aoet Al o3 ¥ Aefa 3 feo <u
&dt § Aaet H 1 yf3fefase aamt wegr @ € § €9 d9s € Bt naurf3a fefu § nusfenT famrm
A% 1956 3 farge 8d, maurf3d SH Y=t (Proportional Reserve System) & H3™8R g% a2
T H® T 40% forr R, Iidt, feert yfsgfamt w3 feert veaet &g grfin Aref At A% 1956 3
Te ue 3 uie faf ys&t (Minimum Reserve System) niuaTet aret | fer feft @ y3ma=, foree &
§ 200 393 JU & ue 3 e foft uzT Sadt 39 3 mifeeow ag feer famr 3, fAm &t 115 ads
U = Aer gfger J1 fEA 397 200 a95 JU & uie 3 we fafa @ w9 3 foree 8« for & Atqr
3% &2 At 59 AdeT J1 feT Yzt 903 SuHt® I U9 fere féU AeT ?u 3 < a2t @ YA T 39
gfent Ifder J1 STH B2 UfGeI3HHIB 3 PUfdedSeHI® J Aae I6 | UfISISaHI® ST Hear
® fgars Hefoa wiftarst § AfeT B9 3 8¢ & oz fRE ges< aue ger J1 nufgedssHs aramt
Hegr @ e, audt &a (Hefod wifterdt) amart &t § Adf3a fAd Af J9 &<t & sewe &t
Jr9sct feer 3, 3fas Ad A7 gt @ gesE € adt| 930S AN e, fere @ A9 ent e &2 ardt
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9z o niufsesserts fefa & yefes 31 & TRz &9 @miR U3T (Promissory Notes) 38 75 | Hefax
wifgarat fege g8 <9 fHa 77 99 & &% o emie ager J1 for fefl @ ewregy Hefdx aifs i3 Hefdx
ydg & Hos< gg3 <0 famrr I1 g 3t § At a9 AS A gt © Aeia 3 fegsg adt ager| &2t € yast
1 foguras Hefoa mftardt gt nie-feerer €t Ages & fms e gua itz A J1

(2) Ha1 ANT=T (Demand Deposits)

A THF € 3 MR U § Sa g AT a9e 961 8 AN € 397 ©F get I - (i) ferfesasts
AHTE Wi (ji) Har 7T T8 AHE | ferfasarste miret fea fonfas Al € &t gt 31 fes At § 3
It feamerfenT 5t 77 AgET| US Hat AHet & IH § ANESsT 9dt ax & feamerfenT AT Aaer
31 ferset ¥t i & gu feo 9T Bat Ot 398 Jet I fHat HeaT| UeH @ ot &9 90% 391=8s T
It A3 A g5 | 393 &8 & Har 7 9% AHT & Hase faa3g Suer 7 foor 91

& A Har AHT ur3 &9 99 It 39876 J9eT 993 AIftis w3 Afeuwsa J1 91 9dt Fai8Ts fer
a9z Afaures I fatfa sat Irdt aHT It &t ot & JaH feameret 7 Aot I1 89 H® @& &t @
YTaT WHSfem= § AgeT 1 91 974t 39187 € 8 € o AgS der J fabfa §ust § ¥a @ urfaur fw
TIH o137 AT J| HAd FAST6 AU ot feee et J A 3T At Idt feRet fouear I AaeT I
3BH & MUST URSK “A Treatise on Money” (1930) €8 Hedr €t ygst € Har AH'G § & AHS afisT
3187 W, ugas fe®A (Parker Wills) 931 wiga-AH3fan & feR 3 niuf3 8aret At ug <93
A &g Basar A9 Rt f&E Har et § vegr €t YISt e avs disT Are sfamr I fafs ergmrt
i3 Aeret & Har et Irdt & ufafenr 7 AeeT 31 U9 feg i® B3uahn I fa 9 37t 399 § B
3t agat 39 3 vifee9w &dt I1 JE S forast 91 B 3 fosad a9 AaeT J1 Ud HedT @ 9y e
IS F9ET e agat nifseawsT J1

I US G AHT IITET et HEdT © wrg 3 Bug fev 95| iU nigse 3 ¥ § fer of® wr usT
Jer 3 & A9 AHaasT fea O @8 »iust a% AN &dt ased | fersEt Aag 89 % Ang = fex
forfes nious »u aF s U 3T BF I oo € U &9 © o) 3t 80 Aaasi8 F Agest §
UTT o9 Ao I6 | fedt a9z 9 fa 8 fer Afast <o 3¢ os fx fast a At Ifimit s’ @ 3%
&t I BR3 aEt gz frmiret 8T B § QU9 @ Aaw g5 | ot & fem afont § A fsarE (Credit
Creation) fagr amer J1 &at g7t fagfiz Ay & <t yedr ©F yost &g Avs aisT Aer 91 faBfa feo
Har 7t & fex famr Jet J1

9}
at AT AEe T %5 &g JIH 7 Hat AN @ wiweT HeEdT Yast @ 593 S HA AN
AH® It gfag |

AS HBIE (Self Assessment)
ggfeamn yas (Multiple Choice Questions):

3. weq {8 85 Arfont ergnit § As s reT wrfed 7 Bust € aAfed ... 31
(®) yfsmEus () AEUS
(®) 5t T (7) fee 38 St adt|
4. Hed YISt @ € wex Ia -
(8) aIH »3 Fx AHet () U 7 Auf3
(¥) T i3 T () fee 29 et ot
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5. GOHI 3T TBE T ............... "3 &2 T5|

®) g5 () frat

® U (7) fee feg ot ot
6. HEIT Yg3t T fex Ho3euds J¢ T6 -

®) ¥Fa (nf) ITHT

(®) Fafex (7) fee <9 o2t &t

16.3 Hefdd AW »i3 393 &9 Hedr yast &r vy
(Monetary Aggregates and Money Supply Measures in India)

8N T HEd™ Hal 286 J9 397 3 aad 3 86 I faret 88 gaur ot 7 9dt 9 -

g’ 3 3793 f&9 Hear yast vy R fef3om & yms I 1967-1968 3a RBI 89T HegT © fea H'39
YISt vy M ywar 3 fagr At IM & & Hat AH w13 a9rt § A age At I usufed gu &% M 3§
Aadte Hegr yast & Hy faar Afer AH11967-68 3 1977 37 fea fersfos vear yast vy yaar
gtz famr 8FE AHEW Hefgd HATTs (Aggregate Monetary Resources — AMR) fa@r mfer At 1 AMR
o8 AT, Har AT w3 AN AW § ATHS o3t ATeT A1 1977 &9 393t fomee 89 & HedT yast

T 99 58 HY yfsurfes &3 76, M, M, M, »3 M, J1 ferer ferzg &% @956 I fefr 3 -

M, = A3 € 3% IIHT + &Q & HaT AHT + forde ¥a € 3% J9 AHT

M, = A53T € 3% JIHT + R & HaT AHT + fomde 8 € 3% J9 AHT + STaUTs ©f 593 wnee feg
HT

M, = A&3T @ 3% JOH + ¥R & Hat AT + forae 89 @ 3% 99 AT + g &9 Aredt AHT
M, = 753" € 3% a9t + R & Har AW + fomde 8% @ o 99 AW + B @9 Aredt Ao +
SIS o g% AHT (NSC & 253)

IS feg 3t 82 a9

Aalas 3= &8 Hegr uast Hu M 1977 &t &<t Hus & M, € 5989 a4t J, #a9 fegat Adfent
T Hued §9E9 J1 M, A Jefonr, IAd w3 YEHa AIaSt FdF € Hal AHT § ATHS 9er J
#efa M 3<% IHE ATt 3& S HaTl AHT § ATHS a9e J |

&<t Huw' €9 M, A9 AISTST 8 € AN AHT § ATHES a9eT J Aefa AWfe Hefdd FATH (AMR)
fai <t Aot ¥ € AN AHT & FTHS &dt a9 I

1998 &g RBI € argwardt AMHIS & € &< HU & e fazr fae NM, »3 NM, | fere niser fer Afkfs
333 HU fAR L, L, m3 L, @ ®et &t g a3 fea%#%ﬂeﬁan@mmmwonetary
and LIqUIdltyAggregateS)WW%IWW%W@WWWW%—

1. NM, = #&3T 2 38 JIAt + Har AHier + forde &9 ¥ o J9 AN+ nEuadls Aefa

AT |
2. NM, = NM, + &R AR Aefa auret + fef3u Arget & nisuadts €31
3. L, = NM,+ 3us &t Anet|
4. L, = AW w=foHefos yufamt + AHet @ yiE UST + AN nieft AHeT |
5. L, = L,+ 39 ¥fxar fefsw AREet @ 3% Aegrsd AW |
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I3 J9 AHE (Other Deposits)
fer Foa9 w3 Tferfaa &at @ weet RBI &g M 9= @@t gt § feu@et 31 feor fo
e J1 &t Aoust ff9 M, A9 Aoardt §& & AN AHT & ATHS 9T J

E

THE HEd ygst @ g9 &9 »ug fegg R &9 |

AS HBIE (Self Assessment)
Iz &3 a2 st &g At w3 a3 < ufges a9

(State whether the following statements are True or False):
7. 32 Tfeas &g ofee usg de 76|
8. AW TH T B mMuE Us § Tt &g AW &t a9 TS|
9. TI3W® WA 3T fere ¥ A9 onf féT &2 Al suE & nufegssrls feft 4t yafss 31
10. ¥ »UZ 3B AHT IITEE ISt HETT © wig 3 Burg fe? I5|

16.4 HET' & yast § yorfes a9z @& a9 : fex Auifsx fsaaas

(Factors influencing Supply of Money : A Theoretical Prescription)
Y, 9389 © H3=d fea nigy-feerwar &g wear &t yast vy qu o9 I four 337 3 fogsg aget I -
(1) Hefaa »arg & W9 (Size of the Monetary Base)

fern & 89 Haf3 Hedr (High Powered Money) At g/adt Hed™ (Outside Money) Af forde Hear
(Reserve Money) faar Amet 31 €9 maf3 Hedr (High Powered Money) AT S/adt HedT (Outside
Money) 8F yeaT & fagr Amet § fARg a'edt 89 A Agag At aget J w3 fAré AasT mi3 8 g

% e J1| oA Ager &9,

(feg, H: 89 a3 year, R: ¥af @ o foade, C: 96s feg a9 H)

€% maf3 Hear = §af € g5 fomeT + 73T ¥ &% J9H (32 + fAA)

HeT™ 3 §F Faf3 Hedr &g »isg feu 3 fa veor ST ad/t 3 wiser Har AHTet § AHe &isT At O
#efa €9 Faf3 HegT 99 oo @ nieer ¥ & sae fomde § <t FH® o3 Aret | Hedr €t yast fie
<fofy 3w Jet I Ae 8v mafs yeor fSg =fafa J&t T1 Hear < yIst & »ieg Hea™ = (Money
Multiplier) 3 fagg9 a9eT J1 Hed™ da, 89 A3 HEd™ W3 SJHT & 3% AZ g & foAde i3
gt o Jedt 8 @ A% 99 AHTET T »igu™3 J | (The money multiplier is the ratio of high powered
money and the sum total of currency, required reserves of the banks and other deposits of the
banks with the central bank.)
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(2) dad M3 )-(I’BTT-I'I-FE"’»I?_N‘? (Proportion of Cash and Demand Deposits)

Hed & yast 3 fer 9% v & ygte Uut I fx st w3 Har AHTet @7 ot »iguTs J| B I HedT @
s <U nigus AHeT @ gu &g JusT g8=d1, 85 7t ¥ &t 85 AHe’ @ w9 3, AY faaHE 9
€t Haf3 2U 324t | Ay @ fsgHE & W39 A & (Credit Multiplier) € wag 3 fags9d ager J1
A I3 € g 5a€ oH M&UTS (Cash Reserve Ratio — CRR) I7dt ystfes der 31 o& AH=r
T st wigus ¥ § mu O saet © gu &9 uET Uet I BAG adE o migus (Cash Reserve
Ratio) f&ar Ae’ J1 &l oaF WigU3 fHat we Jedr Ja @ AY faons a9 @ Aa=t 8at ot <u
I w3 Hedr S YISt & €&t It fevmer Tu ARat | wdlg T Fa9 Ba g% HE9T € JU I9T B S
At € gu &9 gusT e S9adr 3T HedT ©f yast <u 99t |

(3) %5 & aIf3 (Velocity of Circulation)

HET™ € YISt @ wigU'3 BarE & BT niderR3font € € ferfesz T -

(i) 7t ffg 3 year & yaSt (The Supply of Money at a Point of Time) — aHfgr ferefearfant
T WTEAHSIT. fAR - HOE®, Uldr, Iregers w3 don T fea H3 At fa far 3 fa3 o A fie 3
HedT & YISt € nigHs B € OB a9 HT »i3 Hal AHT & A It Sarfen At J

(i) Ai=fa f&9 year & Y=t (The Supply of Money in a Period of Time) — e ufons Ao
T yfsueat <9 fegfeq fema (Irving Fisher) & g8t feg Uz a9z <8 At fa far ferm Anefd oo
Hedr &t yast fadt o<t 31 fex fenm Arefy &9 wear <t fearst & ygar agt a9 fo37 A7 Aeer J1
fermet Hear <t feg fearst fea 3 <u fearfont @ a1 s9et I1 Ha Jifae 393 &9 Heor @ f&=x
fearst fea A fég wiASs A3 @9 Yo &g et At 31 ferer s feo dfenr fa yeor & fe=
fearet feg A3 fearfenr & aH fazr 91 ferd fagr Aear fa Her &t feerm ¥%s A3 (Transac-
tion Velocity of Money), 372 V' A3 J| ferset wear &t 9%s a3 3 < feg I & “vear & fex
fearet fea s T fast =9 feform @ wiomr @ gu T fea fenast 3 e fonast @ o At
J1”(Velocity of money is number of times a unit of money changes hands in the course of a year.)
fer 397 fea 3 fa3 o=@ AR e Hear & UTst & nigH™s HeadT df H3TT & 9%6 J1f3 @ 5% I &9
Fafen A I I9 AIeT 9,

HeJ €t ygst = MV

16.5 AY™™ (Summary)

AETT € YISt 3 for s @ & yge Ut I fa st w3 Hat AHTeT 2 of a3 J1 &S 3%
Hed™ @ fioT {0 niguts AHTet @ gu &g Jus g8adr, 8t It Iat &t 85 AW @ vug 3,
A foons a9z &t Haf3 <0 d=dt | A @ fsors & H=9T A & (Credit Multiplier) @
g 3 {6999 A9et I | A I & g &ale aH MEU™S (Cash Reserve Ratio — CRR)
It ygrfez der I

16.6 HIEJH (Keywords)

e HET Ygst (Money Supply) - HEd™ €t Ygst|
e A f&IHE (Creation of Credit) - diE ANT
e Fgdt HEd™ (Outside Money) - g7ddt HEdT € fegH= |

LOVELY PROFESSIONAL UNIVERSITY

ﬁl

151



AHAS nidEATAST © fAgis

152

16.7 Mfe™ YHS (Review Questions)

Hed" ygst & 3 m3 ufggar § feonias a9 |

HEd™ U3dt @ € HY AWSS o 767

Hefaa AHfanr 7 3793 feg Hear uast & vu eR |
Hed" & YISt § ygrfes oox @@ aa ©r feeds &<

P Db~

€39 : AT &I (Answer : Self Assessment)

1. I9H HEdT 2. Hedr 3.® 4. (®)
5. (") 6. (v) 7. AJt 8. IB3
9. Aat 10. AdT |

16.8 AAfUz YA3AT (Further Readings)

&

gaH

—_

HasfearafHar €t st : wiA. »H. &™H, ATfeed 2 ugfsans, 2012,

HaSfearafHar : »iA. J. gag<ast, fonrfenr uafsfrar a€A, 2010.

3. HadfearafHan : fearafiadcE, SBagehs M3 UfSHT : Jrade f& T8 »is
3fes nw. Uus, =fesT gam , 2010.

4. HofearafHar : gUdt vz UfSH : »iE. »i%. »irgdT, A, 8¢ ygfsars, 2010.

n
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fearet-17. Hear I=x w3 <o s Idt Ay
fsanrs

(Money Multiplier and Credit Creation by
Commercial Banks)

few =AZ (Contents)
€<% (Objectives)
YA3™=ET (Introduction)

17.1 HEJ" & (Money Multiplier)

17.2 AY HEdr @ fers m3 A fegH= (Expansion of Credit Money or Credit
Creation)

17.3 &9 H% mieuge<’ (Some Basic Concepts)
17.4 AY fsaHE &t ardemet w3 ¥ AY & faaHs fae a9 Ase I5?

(Process of Credit Creation or How do Banks Create Credit?)
17.5 divares & vifsfeniast (Algebraic Expression)
17.6 FAY Afgrs & AT (Limitations of Credit Creation)
17.7 yf3waht &faar w3 Ay feR3™g (Competitive Banking and Credit Expansion)
17.8 o ¥ afaa3 &g Ay & fsans s9e I6? (Do Banks Really Create Credit?)
17.9 393 &8 Hea™ ygst (Money Supply in India)
17.10 He9" nigafeerer f& fag yafs3 Jet 32 (How Does Money Get into the Economy?)
17.11 ot wigefeerer feg Hear & yIst dedt & < fegr (AHS-3) 3 fogsa et 37

(Does Supply of Money in the Economy Depend on the Discretion of the Central
Bank?)

17.12 Ad™ (Summary)

17.13 Hg<dd (Keywords)

17.14 #fg™ yrs (Review Questions)
17.15 Aafazg yAzd™ (Further Readings)

€< (Objectives)

fer fearet @ wiftmis 3 g fefenraet Gar J=at:
o HTJ I AGE Het |
o HHaIfE3 T fegag AsE BT
o 3II3 T HEI™ YISt ABE BT |
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e HAY AfgAs ©f AH=T Aas &t

YAI'=ST (Introduction)

Ay fsgHs Irdt efefimia &a nivafeerer 9 vegr &t yIst e =fodt a9e g6 fAmer B3ures,
Busar w3 foem T Uu9 3 ygre U I w3 &% Jt Aefout w3 feam =t yfafour ysrfes gat 1

17.1 HEJ" I (Money Multiplier)

HET" JIed, HedT ©f Yast &9 gese w3 Hefga mog f ufgegss & nigus I (Money multiplier
is the ratio of change in supply of money to the change in monetary base) Hefdx »iog, 986
g eAt »3 §a ¥ saw forde @ a8 A3 J1 He &< & Hefgd »iog f&g 10 &93 Jue @ geo=
¥ THAgY HETT € YISt &9 30 o907 JUT T gES J A J 3T HETT g 3 JRar | HETT IS €
= JI5 &3 A3T It UsT SI3T AT AdET J-

HEIT Y93t (Money Supply)

HTJT JI& (Money Multiplier) =
- Sl y plier) €% maf3 yaar (High Powered Money)

Aqy m=M ..()

H
(fe& m: Heg™ g=x; M: HegT &t yast ( 986 99 I9At w3 &at & Hat An); H= 88 Aast Hean)
Heg € g% Ygst; SO i3 HaT AHT & A3 )

M=C+D ...l
(feg, C : aIAT D : Har AHT=T)

I M m3 H f35 »i39 (Difference between M and H)
M = HegT € ygst far R a9At »i3 Har Anret il e a5 |
H = €9 Fa3t yeaT fAr <9 SSHT w3 Tufaa S @ forde AfH® Je I5 |

aoe forde feu sufaa et & a3 suesH farge »i3 39 forde It ArfHs de oo |

|

3SH HET™ J=&, HET' ©f Y3t &g gese i3 Hefog miog &9 ses= & nigus
J1

€9 Fast Hear €t g% YIS, aaHt , ¥a S »uafhs famee (Required Reserve), &a &t J9 AHTet
AT Aedt ¥ € a% J9 fomae (Excess Reserve) € a% A3 € 99799 Jet J|

H=C +RR +ER ...l
{fem, H: €9 mast vedT; C: &9AT; RR: suTfa ¥t @ »iUafHs fomde; ER: sufdx 8 & aedt
¥ @ 9% J9 fomae (Excess Reserve)]
o9 AHIaEE (i) ffg M »i3 H ® 15t & yf3mems &t AR, 37 A 35 f&ftmr miaes yus dear-
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_M_ C+D
H C+RR+ER

megE € AF UTH € 31 g D (a1 AHT) &% 3dT a9

aaamﬂaaz(iv)ﬁqmgaw%c, RR 35 3rm3 ER 2w 3e o i
D D

(@) ye<T I

M 1+C
H c+r+e

(b) HeEIT & YISt = HETT IS x €9 mafs HeTr

1+C

M= xH=mH (Vi)
S c+r+e
(c) €9 RIS HETr
yM
m ... (vii)

AYy f&g, Hear & ya3t HeaT I € HE Idt ysrfes det 1
AS HBIE (Self Assessment)

feaz @r=t § 39 (Fill in the blanks):
1. ¥efdd »ug, o%6 @9 a9A Jaf @ sae foage @ J1

2. ¥aoEH A3 T ... SHET e J1
17.2 AY HEJ' T feAST »3 AY foaan=s
(Expansion of Credit Money or Credit Creation)

€3 ot g9ur ® Hafax fea nigafeener & Hedr Yast aoH! @ 986 w3 Tl Sat o Hat AHT
3 fogs9 aaet 31 fegs € Ruea S fart & =fodt @ T9z neafeerar &8 vear yast euet I
SIAT © H3TT aedt 8 @ It 3 Jet I A AIST ¢ HIY 9% © feeud 3 fags9 a9et I Aefx
Hed" Ygst & AW Awed fefiua 8a It ygrfes der J1 A AfgAs a9d AF A Hedr & ferss
a9a fefiua & wigafeener &8 Hedr ygst § yarfes a9e J6 | Tfefiva 89 & Ay fersa
AH3T feRR sae a3 nigu™s 3 fagsg aget J1 fourt vi3 fares € Aaet &9, “89 8R 38 wear
Afers qae I6 e 89 saw »afis nigus &9 du 3 <0 AFS ™ AfoAs 9T I61 ”(Banks can
create money by issuing more promises to pay (deposits) than they have cash reserve available
to pay out. — Lipsey and Chrystal)

3U%6 © AgTt 79, “Ay fsanz 3 g fonurfex &t & €R mafs 3 9 fae It 89 aew &a #F
yfsgfant f&9 foem q9a diz AHet @ ferse &9@ 961~ (Credit Creation refers to the power of
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commercial banks to expand secondary deposits either through the process of making loans or
through investment in securities . - Newlyn)

it. w5, IH T H3ER, “diE AT T faanrs Tt Ay faanrs afa®met 317 (The creation of derivative
deposits is identical with what is commonly called the creation of credit. — G. N. Halm)

A faans & Sraeet e ferdns ads 3 ufast g% HE nieugeT=! o famrs usar @ &t Butdt
g J_ar|

m?

at AT AEe T FIH & W39 Jedt ¥a @ It 3 Jet T

17.3 T3 HS ni<ugs< (Some Basic Concepts)

(1) ¥ar 7t (Demand Deposits)- & & 8r 7HT & faor At I faRg ™ a9z o foar & B
99 At IIA A5 AaET J | fAAG ‘97 AHT” (Chequing Deposits or Chequable Deposits) & faar
A 31

feret ferzg 5% <956 fer 397 T -

() yEfiR 7 s AW (Primary or Cash Deposits) - 87 Us Il §, 73t #a 9t ¥t © &g sae
HegT © QU &9 AWr ageet At 3, yafid 7 sae AHT ot 95 | ferd femafonT AHT (Passive
Deposits) &t faar Amer I fafar fer AHt @7 foans aws ffe fanmufas Fat <t ot gfiar adt
Jet| fedgrt mr St arEt 9T Ut 39T AT ade @ ©f feer 3 fagsd aget J1

(i) A FHT A dF AT (Derivative or Secondary Deposits) - 7€ dgt fenaSt 8§ 3 9 &=
¥ Bt Aet J 3T ¥a 8RS feT I97 saE IH € gu fT &t feer wufa 8w & & fex ursr
uw foer I w3 GRS 39 Idt Bov &89 g o3z v niftarg @ feer §1 feR sor & A & Ay
AW 77 JiE 7HT fotar Aet 31 ferset ' 9rdt fezm famr A9 a9 &<t 7T & fsanTs aee 76 |
gie 7 yrafia o e ufge 3 faBfa & yrafia mvr @ fea for § fomee fe wa &t aiz
T & fogHE S9eT J1 IH & HITER, diE AT © fsans & Ay fsawrs 3, fex & st Su
9w foer I, €t It Fu Ay AWt AT di AT T fsaE deT 31 3@ dt 37 feT fXor 7 ReeT I,
“IH, AHT I T fSIHTE JI€ T M3 AHT Ifimit g7 & faanrs a9 I1 > (According
to Halm, creation of secondary deposit is credit creation; larger the amount that a bank
advances, greater is the creation of secondary deposits or loans created. That is why it
is said, “loans create deposits and deposits create loans.”)

HaT M = yrafHl AT + 3T AF AnY 70T
(Demand Deposits = Primary Deposits + Secondary or Derivative Deposits)

(2) &€ nrafiF3 miguTs (Cash Reserve Ratio) - fege &9 d&t A a4t f& §'a s9m 2a U 3 <0
®'g aHE g8er I ug feger 3w feu adt fa 89 »iust A sowt aan feg € <G| 73 IS T
&g UFr AHT a9e I%, B9 feng fan & B s Aae Js, fatfa feo Bt & »ug R oo | ferwet
¥ g% AHT I @ o forT THAT »uE 3% sae »idfEs fsfa (Cash Reserve) ® gu &9 due I,
AR &% AHT g9s TrfenT € Agast § yat fasT 7 AR | g% AnT e 8 fIAr faRd & nug o sae
U f&9 guer 9, BR& sa® WIS nigus (Cash Reserve Ratio) faar Amef J1

(3) 39HT A TBI aH (Excess Reserves) - 87 37l 73t 7 T 3% B H3™ER aa® WA wigu™s
(CRR) 3 <u et I B8R 39T At &3 dF It I6| Jfdas &g, fedt g e®3 aF (Excess
Reserve) J 73T A ¥ faaHE @ »irg g&er J|
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(4) Ay =K (Credit Multiplier) - yafia v f<g <fofu »3 & mr € fee =fsft € nigus &
A JI%S dJ€ I6 | Aa9 YEHE AT f&8 1,000 JU & <faft € ufgeHR=gy 10,000 U & Ay &
fogrs ger 9 3t A g 10 999 | A IS M3 BaE WiafES migus (CRR) @ 8%e Aag § 35
foa mitags & gu few UR ot famr T

1
€ Mz MEUS (Cash Reserve Ratio)

AY dIEA (Credit Multiplier)=

HEJ™ I "3 AY I {99 ni3g
(Difference between Money Multiplier and Credit Multiplier)
HET™ ISR : HEa™ & Y3t »i3 €9 FAf3 Hedr & nigu™s J1

_1+c

T c4r+e
AY 3Ed : % AHe feg efafa w3 'a < yafia aqret &g efaft e vigus I 7 sae wmefis
ngU3 (CRR) & fH®er g&er (reciprocal) J1

mm: £:1
AP r

el r : Wiz vigur3, D : g% AW, P yEH AN |

AS HBIE (Self Assessment)

ggfeamn yas (Multiple Choice Questions):
3. diE A = feaw IF 3-

®) Ay fsars () ATy

(®) AHT (7) fee f&g aet &t
4, JId AN I T J9T IS -

®) g8 () fsanrz

(¥) A" (7) fer fe9 o<t adti
5. yEfHa aHr ST <fofa »? g& v e =foft @ nigus § aae 76 -

(®) A gz (o) AT

(®) = (7) fee 39 ot &t
6. T3 aF It A fogns & geeT T -

®) »mug () A

(®) = (7) fee 38 ot &t

17.4 A f5IHTE <t q9erel w3 8§ AY © faanE fa? a9 Aae 767
(Process of Credit Creation or How do Banks Create Credit?)
Tfefaus ¥ € Ay ferst9 udst fegst AIST 3 wigrfas J-
(i) HS T s MIAW3 nigur3 &9 AfFasT - FaT O ST g% AHT T 5aE MIATHS Higu™s
A fAgre Yufs @ nizas ms 3fder 31
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(i) 5I- Y=g &7 I - Ffgar feermr 3 o€ <U aaw Y9 &dF I rfoer 3@ B § IIAT €
fea fagfene yfsmsz feforw 2 et g a& Jur grfoer 1
Ay fagns & yfafonr @ viftmis € g1 &9 o3 A7 Aoer J-
(1) fez &fsar yz&t »i3 (2) ggafaar yzat

(1) fea &faar yzwat f&@ A & f59HTE (Credit Creation in a Single Banking System)

feg aes foea A9® Ha3T I fa fea nigafeerwr feu o< fea It & A Tfdar a9 a9er I1 Ko
®< Mr. X &x f€g 1.000 gufenr AHr ager I1 yrafHa AT € gu &9 feg 9aH 8 & Har /v 3
fer Ha3T 3 fa saE WS wigu™s (CRR) 10% J1 89 € Afafs feegzs & qu fem yarg dar-

¥ @ Afafs fezas
(Fgnm3 & AT 1,000 9. 3T 3)
Faufanit (Liabilities) ufgrufanit (Assets)
HaT AN 1,000 9. | &a<t = 1,000 .
(Bt ) o wrafis fsfr = 100 9. (1,000 & 10%)
03 o (e®3) aF = 1,000 - 100 = 900 g.
g% = 1,000 9. g% = 1,000 9.

foat 3983 w3 Faftr Agdt AfuH @, & 900 JUT d9H & AeET J Had 3 fEA 397 ager J 3t
ferer Afafs feegz fer 397 J2ar -

¥ = Afafs fesas
(7€ ganmst 30 3F 3 I9d gEF A J)
gaerfanit (Liabilities) ufgrufanit (Assets)
(i) Har A (g@mrst ™) = 1,000 3. | (i) st yust = 1,000 3.
(ii) Har AT =900 g. o niatEs fsfa (1,000 € 10%) = 100 4.
(3= ™3 A FHT) e®3 aH = 1000 - 100 = 900
(HESE] =900 g.
% = 1,900 3. g% = 1,900 g.

&9 € JaH 900 JuE fog Afet I? Hag Bug 3 T fewast 900 ouR = ¥ fon 99 fewast (fam
Ty Bt ¥ g ger 9) & fer 9, 37 ¥ ¥ 1,000 QU T aae foroe o8 oEt usest adt Heet |
e & ¥ar AT 1,900 SUB J ARt I fARR BT 8RS saw weafhs saet faut 190 g

10 a o . - -
(WXWOOJ grfoet 31 fer AfEst €9 87 € 3% e®3 a7 1,000-190 = 810 JUT g8 AZar|

¥ & T 810 JUT & ¥ J9 ogn o7 Ao J A= | 3€ nigAd S & Hdl AT & 73 1,000+
900 +810 =2,710 QU J A4 | 7T AIre™g feniast 810 JuT & 3 fan BR feniast § © foer
3 famer y3 GFf &' €9 T 37§ @ 1,000 JuT ¥ saw fomge U feg ot usas!h adt Had |
¥ & Har AT 2,710 QU ¥ BT 271 FUB (2,710 = 10 Yf3E3) sae maafss fout @ gu fég Ju
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J ¥ e®3 dH 1000-271 =729 FuB fan J9 feniast & aon € gu <8 ? Aaar| ¥q It a9n &<
o ot feg yfafonr 8¢ 3 o&<t IJ9t A 3 %3 SH (Excess Reserves) 9 adt J Aer| wi3
&g ¥q = Afa3t feegz fem yarg Jear-

¥« e Afafs fegas
(7T 3u 3 3u 37 ydJt 397 43H T 7 J)
gaufont (Liabilities) ufgrufanit (Assets)
HaT AT (i) et yust = 1,000 §.
(i) F9rst 7AHT = 1,000 3. DESE =100 3.
(ii) IE W3 A AT =900 g. 810 9.
810 9. 729 9.
729 9.
fedt frsfie 7e 3o <u ar /9 adt 7 Aer
&% = 10,000 9. &% = 10,000 9.

fer yatg 1,000 Jue &t o Yyrufs & »iog 3 3 10,000 FUT < Har AW & fsars
FIer J|

1 1
——x1,000 = 1000 =Rs.10,000 3
(CRRX 0% % )%@hh@@a@s?wmwal

H"HG'I'(W:LZ ! =
- CRR 10%

nigefeerET f&g A/Hed™ €t yast €9 10,000 gue <t =fodt § At 91
a3t ;. ¥ & Har mr &9 1,000 U (yEfHa AnT @ gu &) <t yHifsa =fodt 9= 3 »i3 aae

WgafHS wEUTS (CRR) & 10 Yf3HS & Hiazr @ worg 3 ¥ & et mvr (rafiia w3 dis moret @
#%) <0 & 10,000 JUB § Aaft |

17.5 dHiHarfss @t mifsfen@st (Algebraic Expression)

Ay fagHs yafanr &9 dinafes < mifsfena=t fer 397 T -
AD=AP+AP (1 =1)+ AP (1 =12+ AP (1 = 1)® 4o,

=AP1+(1=-0+1=-r2+1+r)s+...... }
fag, AD : oSt yEiHa 1T € FosSt gE®e € a9E HaT AW <8 3% sevse
AP : yEfHa 71 3T gese
r ;. &ae Mafi3 misus (CRR)

€3 fe3 e Berggz § Ad JuR I fAE AP = 1,000 3. »3 r (CRR) = 10 % A fagHs ydfonr
fen 39t It -
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AD = AP + AP (1 —1) + AP (1 —1)2
= 1000 + 1000 (1 — 10%) + 1000 (1 — 10%)?

9 9 ¥
=1000 + 1000 x (E) + 1000 x (ﬁ)

1
[ \f
=1000 x 1_ 2 i
10
1 T
=1000 x 10-9 4 ;
10 & 729 = AP(1-1)
’gs 810 “ AP(1-r)?
— — 2
1000 x 10 = Rs. 10, 000 g 000 P
1
fer yarg 1000 que & yafia 71T nigafeerar 1000 L A
fég 10,000 Jug & A AfgAs a9 I, &l wae G200 400 600 800 10001200 > X
WIS igu3 10 Yf3r3 I vi3 §faqr feerer 57 Deposit (Rs.)
aEt I T (THI) 3o YT 341 ger I | A fegur
fasg 17.1

o fer yfafanT 3 fa37 16.1 Irdt* faurfen famr 31
o393 16.1 &8 X wigm AW mi3 Y nidl YEiHa AHT € J9s ds @@ f96-f56 AHT 5a9 § Huer
3 1yEfHa AHT 1,000 FUE T ufa® g9 9 g% AWT <t 1000 JUT I5 | Y93 AHT 1,000 Fu &1
g9z <9 900 Fu &t A w3 SR gas €T 810 quB & anT figrs a9 J1 fer 39t avt fiore
T feg 99z 8¢ 3 THT JIAT AW 3 AS YEHIH AHT 35 naaH3 wieus feg 38 & A= |

(2) =gEfae Y=t &9 Ay & faans
(Credit Expansion in Multiple Banking System)

A T 1 -2 Tfefrmid T T IHUZ AZBS UST T Yeidl a9a A fersrg wr femdns agtar feu 8faar
feerer a2 Ay fHoHG 3€ a9et J AT AW 3K 8 &1 € 7% niust AHT 3o e <fadt age 961 fix
Hfaar feerer <t 3we feg goafaar feerer fg A ferz yfafonr <o emzfex T

Ho %< fa fex nigw feerer feg A, B, C »i3 &€t 99 8'a U@ Ae I6 1A 3 ufos', fea fenast
¥ A feg 1,000 Iu? yafia AHT @ gu &8 M a8 31 fer Afest ffe &a A & Afst feeas
fer 39t @ g_ar-

¥ ‘A’ T gonrst Afafs feeas
Taerfantt (Liabilities) 3. (Rs) ufgrufamt (Assets) 3. (Rs)
AT (Deposits) 1,000 nafas fafa (Reserves) 1000
& (Total) 1,000 & (Total) 1,000
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‘A’ 10% aoe vigaths fadt dua 900 gue 8ug ver J fom Afast feg & ‘A’ =

vifsH AfEst feegs fer 397 Jear-
¥ ‘A’ T wyt Afafs feeas
goufant (Liabilities) 3. (Rs) ufgrufsnit (Assets) 3. (Rs)
AT (Deposits) 1,000 mrafis fsfa (Reserves) 100
8ug (Loans) 900
% (Total) 1,000 g% (Total) 1,000

He &<, fea foniast &a ‘A’ 3° 900 JuB 8ua Fer I w3 foR &n feniast § son ievwet
®E 900 JUT T & TE" J fHAET AHT U3t 8F B RE J18F B’ € goorst AfESt feeas
fer yarg g&ar|

¥ ‘B’ € ggnrst AfEf3 feeas
aarfanit (Liabilities) 3. (Rs) ufgrufamit (Assets) 3. (Rs)
AT (Deposits) 900 nafH3 fofa (Reserves) 900
& (Total) 900 % (Total) 900

¥ ‘B FgMTST AHT 900 7. T 10 % & »IfHS MU' (CRR) @ U &g ux gt 810 4.

@ Burg @ foer § ¥q o vyt AfEfS feegs fon 391 @ = -

g ‘B’ & mydt Afafs feeas
Taerfantt (Liabilities) 3. (Rs) ufgrufant (Assets) 3. (Rs)
7T (Deposits) 900 mafas fsfa (CRR) 90
€ug (Loans) 810
% (Total) 900 % (Total) 9,00

fea feniast 87 B’ 3 810 9. & 8u9d Bt I w3 fan fonast § aom gare @ &t 810 9.
¥ 9« feet 3 farer aHr usr ‘¢ &g J1 for Afafs &9 89 ‘¢ @ wiafsa Afafs fesas
J& 39T @ Jar | -

g ‘C’ & gonrst Afafs fesas

Taerfant (Liabilities) 3. (Rs) ufgrufamt (Assets) 3. (Rs)
AHT (Deposits) 810 aH (Reserves) 810
% (Total) 810 % (Total) 810
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&e ¥ ‘C’ g3t AHT 810 9. & 10% aae nAH3 (CRR) ® Ju &g g gt 729 9. Bug @
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g ‘C & mudt Afafs feeas
Taerfanit (Liabilities) 3. (Rs) ufgrufamt (Assets) 3. (Rs)
AT (Deposits) 810 nafas fsfa (CRR) 81
8u9 (Loans) 729
& (Total) 810 & (Total) 810

Ay ferstg & fer yufs 3¢ 37 g®er Jeat A€ 3% 1000 §. & y=fHa fsfa
(Reserve Fund) © 3U feg ydt 3faar feerer feg <5t & A= | Arfon & fH®a 9000 9. W&
ot &<t AN T foanTE S9dr i3 g% Sfdar y=@t & A9 10,000 9. =t fAsAT 3rfear

17.1 It feurfenr famr 31

Ffesar 17.1

¢ < A s nrafs3 fafa < Gu

(Bank) (New Deposits) (CRR) (New Loans)
A 1,000 100 900
B 900 90 810
C 810 81 729

39 8 729 - -

At §faer YTt & =P 10,000 1,000 9,000
(Total for the Banking System)
g% AT <9 gE%< = YyEiHE AHT x A 38

1 1
FH e = CRR " 10%

g® AHT &g FE%< = 1000 x 10 = 10, 000
fers9 feg, At Sfsar y=&t & & mm, ganrst A4T 1,000 9. € &9, 10,000 9. §

)il

E

THE Hed" I&< & Aay & niug fegw U a9 |

17.6 HAY AfgAs @ HiH=F (Limitations of Credit Creation)

F WiAHZ H3aT feg AY w7 faans adt &9 Ase | fenrurfax §a & Ay fsanTs aas & mafs &t
et Jet Ifentt s, fiager feeas fer 397 T -
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(1) e nrafiF3 nizuT3 (Cash Reserve Ratio) - A fsaHg & H&f3 1y 39 3 o niafHs nigus
(CRR) 3 f5939 ag<t I1 AN foaHE w3 sae a3 U3 &9 ugrufoa 8%er Hag J1 &
WIH3 wigu™s fHaT 20 Jodr 8at &t Any wr fagHTs uie 3Rar| feae 8%e saw niafia3 nigus fis’
ufe J=ar & It Ay = fagnts U JRar| Berds ¥ &,

3IE MIES MguTs (1) | WIS AHT g 7 &9 =fafa AY feaHs
(Cash Reserve Ratio) (Primary 1 (Credit Creation)
Deposits) (AD = FAP]
(Increase in Total
Deposits)
10% 1000 10,000 10,000 - 1,000 = 9,000
5% 1000 20,000 20,000 - 1,000 =
20% 1000 5,000 19,000

5,000 — 1,000 = 4,000

(e, AP : yafia anr feg efafa; AD : &% anr feg =fsfl; r : »iafis aaet foft nigums)

€3 fs8 8erggz 3 AURe I fa AT sae wafEs »igu3 (1) 10 yYf3E3 der I 8¢ o anr <fadt
10,000 JUE Jet J| e aaw naaH3 MaUs J0d 20 YfsH3 Jer J 3¢ g% A &g efadt aes
5,000 quB Jet I fere feusts |, AT sae »afAz wieu's Wiz & 5 yfses der I 3< o AW &g
=fafr 20,000 g. It T

(2) yafia AHret & W39 (Amount of Primary Deposits) — A fsgHs & fers< yafia aqr
T 139 3 fagsg ager I1 A fearrs w3 yrafia AW T Ater Heg 31 Ad9 YrEfHg 7T & Hiar
20 I 37 A T fagHE & U GRaT »i3 Ad9 YEIHA AHT & W39 uie I 3T A T fagntE & uie
J=dm, IR It sae »iafHs visus (CRR) AHs 391 Berads @ &&t, Haw

AP=%1000;r=10% -> AD =% 10,000
AP =%500;r=10% - AD =% 5,000
AP =%2000;r=10% —> AD =% 20,000

Ho@ aae nafHS iauTs (1) 10% d= 37 1,000 3. € yEfiHa A4 € 10,000 3. & & A4 yu3 d
AaEt I1 gt vig, yafHd 79 500 3. 99 A 3 g% AW de® 5,000 3. 3o It <0 At I e
yEfHa AHT 2,000 F. I 37 g% AHT S0d 20,000 I AaEt I1 ferset wirt fer &37 3 Ume O fx
Ho9 sare WEfH3 WidUTs (r) AfET 39 37 YEiHA AHT w3 g% AT 27 UIAUT AT Agg Jer 3|

(3) &=t &t &faar Aadt »e3 (Banking Habits of the People) — §a @ AY faaHTs a9z <t Aaf3
Far & faar Aadt nrest 3 St {999 a9et I A9 B MU 99 fimmeT3T It It &9 I6
37 §TaT & MUZ S I BaEt JUIT URE | SHASIY HST © 9% aoel §g3 <0 Aedl e 57% Sast
@ A fagns & Aafs & 903 U A=dt| fere @ feafs en o fog faor & Jer 31 U Wz
feafis @r @ 3 fime=9 nius S9e9 aaet It dde I6 | ferset 8ua’ wad! @ BT Har AeT
<y Jet I1 fer a9z ¥ @ sow AE We J AT 96 »i3 % It Buat € Ay fegnE 9T € Aaf3
3t ufe A7t T

(4) a=dt & & A 31 (Credit Policy of the Central Bank) — 27 € dgdt & € AY 313t 3
3t fenrurfaa St &t A foars a9 @t Fafs fagsa aoet J1 Aad dedt I ARST AY 313t (A
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fersa fadh) & wighas a9er I 3t fonufgs B & Ay foans a9s < mafs U At J feoe
B8%c, Aod dedt § HIIT A (ISt (A Haws 3131) & nigAdE a9er J 3T fenmurfas ' & Ay
feons & mafs we At I

(5) 39 &at & 15t (Policy of Other Banks) — £ & 97t Ay faanT a9 &t Haf3 99 ga Irdt
PUGTEL JEt A 313t 3 & fageg a9t I1 Had A ¥ fod A9 feT oH 9T I6 3T Baat € A
fsoHE Sas <t AaET < Jdedit | U9 Had fa 39 Ay & feRsTg g9er J »is J9 39 8¢ &% Aawdl
adt a9 3T A fears & fantt AfHs § A=t

(6) AHTE@3T=T & feR=TH (Confidence of Depositors) — §& @ AN fagH a9z @ Aaf3 3 o &
fere™ = &t ygre et J| Ad9 AHGE3T=! T Sfadr yZat 3 yaT I9AT 7 3T 8T niudt vedr 84 &9
ugt gfgs e=dt fere &% g & A faons a9z < Aaf3 <0at | feoe €®e, Aag &a & Sfaar
Yzt {9 agt feme adt 9 37 89 »iust 993 8 (Saving) fE adt quzdr| af @ O% &ae AF
o H3aT T We 9T §oat & A feans €t maf3 § weer J1

(7) 3 €u9 &= fenr &t QueausT (Availability of Good Borrowers) — A © Wdr 809 3=
Tfent & QuessusT & 8 &t A fsants Aafs § ygrfes aget J1 Aew fed fad Gue &z e <t
Aftmit f&g Tme 3 3t A e < foars 9=dr| Aad 941 Bu9 &= % Qusay adt I 3T ¥ Guw
2= féu How a9 »3 AY © fagns A3 dt 9dar|

(8) fenmufaa nr3 witifarx Afafs (Commercial and Industrial Conditions) — ¥t & niefa @ €97F,
fenmurfantt »iz witauTfantt €t S90 BT Har 993 We J Aer J1 ferset 3a Idt d AHel @ gu
&g 2u Ay faarrs &dt faz Amet| ug 3t & niefd @ @9 8 @ &t QU9 26" &9 ¥ I Jer
3 »i3 diF At @ gu &9 U AY w faarE o9e 95|

fonmurfaa &t &t A fsgnte aee & Aaf3 T MiHEs a9 & € HY U

(Two principal parameters that Delimit the Credit Creation Capacity of the
Commercial Banks)
fenmurfaa & & Ay fagrs & Faf3 @ AtHEG a9 @@ € Hy Hux fer 397 3 -

(i) fenmufaa &a & yafia aHret A sae a7 - 50T aF fAd U d=dr g & Ay feans
@t gafs & Gat It <u =it

(i) Fedt &I A fing & Tt foeufas sae mefis an neus - fonmufoa §a @ &t
Jedt ¥a T sa€ WMIfES wigus (CRR) Hadt »ieRt & Uss g9 Agdt gef J1 #d9
foars a9z &t Fafs Hafes  AfEt 31 fere 8@ Aog sae nafis nigurs § uie ag fesr
Aer 3, fiR A Mt & wiergt 39, 37 8o €t Ay feas s9z &t maf3 ot @u At 1

AS HBIE (Self Assessment)
I3 &3 72 ads &9 At w3 as3 & ufges a9
(State whether the following statements are True or False):
7. fea nioe-feerer &9 Hear UISt a9H € T8 WS ST dat € Har AHT 3 fsas9 st J1
8. <fsfrux ¥ €@ A feA3™ AH3T fere aae WafE3 visu™s 3 o939 agdt J1
I3 AaET |
10. HeaT €t YISt »i3 €9 Aaf3 Hedr @ »igut3 J|
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17.7 yfsueh &faar w3 Ay fersa

(Competitive Banking and Credit Expansion)

AGa3 AS aufant' fae efsfimia 8'a <t %9 @ BEt aH a9e 76| A fer3 fardias @ nigAa
Tfsfma & Ay fers Wit &% WUE &3 § ASS <0 oo< 96| UT A fers gHeT Ase
&t T AT Ao9 s 81 Fat € YEiHg AHT v aae AHT @ W8T €t 8HiT J9=drl Hug
I vuSt yafHa AT 39 efadt a9 e eR®T &4l 3T Tfefmid 8 »u gAY AnT €t efadt a9
AoEd | 8§ & & YEHE AHT & ATTEST 3% g8 AW feg =fadt »i3 Ay wr fersg a9 761 U
93U Yf3at gar &g Tfsfme & mug Toe § AFS <0 o592 © BT »3 A ferss a9z ©
e wn 39t & afHH F9¢ I6 | T uB o% I I€ ISHS o (Excess Reserves) 34e I& H
f& vegr g9 T <uet 98t Ay A9 § Yo a9 J1 A T fers w3 w9 o =fodt ooz ©
wmmmméwwmémwwﬁmémmaﬁl

yf3ean Fatar feermr &g Fat € A € H=9T a97 & Hat w3 9w € YISt 9rdt” fogurfas et 31
mémmmﬁ%maﬁawméwﬁwﬁmm@mﬁm
(Spread of Interest Rate) (%W?Wﬁmm@w%{?ﬁmﬁﬁ%aﬁm@wa
57 2= 3 fldt fervm =9 <E®R g6 ferer wisg fanim w9 nisas 3) 3 fogse aoet I famm w9
i3IS TIH YISt IuT w3 FAHT YISt JuT It fegurfas der I 1a9m € Har farm w9 € 5 feufss
aus'FraﬁBUl Wﬂ%%ﬁéwawmawmmﬁmﬁwaw@?
3 fenwaanweaaa@a%meﬁ%a%waﬁ% B(GFIE'TLIEIE&W@HHTE'TLIHB'TW
ea%wqf‘amanaumrrafus'%l %Wﬁﬁ%%ﬂ%ﬂmwﬁm%m@mmm
¥ g AT 9o9R 05| 9% oW It w3 AT yaEt e ewE 63 98 § g I

fe39 16.2 <8 S_ a9m yast Jum »3 S, AHT YISt Jur J| D, I9A € Hal &9 J| A3B3 fammd
w9 OrJ fB D, = S, | feT 80 fanim €9 I 7 87 B 3° JO7 Ye's J9e € BT YUz &3e' J10r,
fanr =9 89 famra @9 I 7 ¥ Bx § AHT I 3 R I8 1 €°° famrA w9 T ouisT i, (faurA w9
niz9®) ¥ It F9n YISt HTT & foger g I

fo39 o fanra &9 nisTs § AfGT HidnT famr 31 ferset son yafs & w3 AHr yaIst <d9
UIAUT AHST3T T6 | Wﬁmwﬁﬁmmﬁmn@wwﬁamaﬁﬁ
1 8Hx AF yeor o g 3t ot Afedt uret At 3 3t afan S ygdt wid aafiet & ofar §
AHTGTAS S9ee et 8a € I¢ <0 MIaH3 o (Excess Reserves) & gfiar g3 Hoseyds det J1

17.8 ot § Ifaa3 f¥g Ay T fsanTE J9¢ T67

(Do Banks Really Create Credit?)
J fa &t et feg Ay © foons ¥ d9e I6 T < S,
At AT S9e I6 | 6T Bie »i3 das (Walter N S
Leaf and Canon) & f&g H3 3 f& &' vy Ay &7 “\E/

Sd = Supply of deposits

foore adt aw2 | mfrarE i M R (§ TN IR
5 1 MUSt AT T B § Hefdd As yETe / \\\

gIe 6 |8 It fem M e fed Irar a9n © U B

&g fegdr Aiwr 3| feg o9w A fegns few Aofeax
J¢ I5 | f5d AHTEEST WMUET O Sa f&g AT &7 N
FITE 3T ¥ AY T fogHTE adt o9 uBEdrl ¥t
o 3%o™ fed aBF gH (Cloak Room) &% &St A fazg 17.2

Rate of Interest
- -
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Aaet J1 He &2, fea uget e 50 fHorms fea fad wieg de 3a »8T g5 1 fist § 8o awa av
feg AHr age e g5 1feg & He &< ot U9t I3 T 12 =7 3F THIN | FBF IH & FUTH 10
NET 3 MR 9B U 3 e 40 Med Ae I B g I3 ¢ 11.30 en S fage 3 2 ffer 91 o
MUE o% 10 nied o for &t de I fiA &% Ha9 oS &« I3 @ 12 @7 3 ufos’ Ut 3 aer
9T I6 37 §Ua' 3 €0 o T AA | dt fer 39740 Wied de fage 3 ¥ JuTTHT & 40 def & faanTs
3T I? &7 AOTHT I83 BaeT I fER 39T T < AMEEsTer @ gufenr 8ug @) A © fagHE
adt age | fer a1 § fors ffe e 92 a6 3 faor 3, “&at It Ay fsans &t 3 HausT I »i3
9 fesofaa &9 Az I fX €9 A, Hear »3 I3 faR =Rz o foowsT &dt 9, uT fex feg frar
fenast 7 Buwt feniasot 3 st a& AUB 76, 99 fenasit § 7 89st & YW 39 ASE 76 , S9H
T8z &t Afeur Y= &9 317 (The talk of credit creation by banks is all moon-shine and that
every practical banker knows that he is not a creator of credit or money or anything else but a
person who facilitates the lending of resources by the people who have them, to those who can
use them. - Cannon)

Ug »Ofea WiTEATHSIanT € nigAT T8%cd %ie »i3 das & Sudas fegd aia &dl J, fast &
yEfHag 7 3 20 gufenr Gug 2 T g5 fem et feg Hozr &t uRar fa 8 AN © foan=
9T I5| T9eB fewan 3 di7 & faor T fa, “aem At § Ao 58 95 w3 Guw ¥ foans &
Han g ?j 317 (Loans make deposits and the initiative of creating them goes to the banks. —
Hartley Withers) fsuR »3 Rétae = &t feg femem I fa Ay o fers™ Aeofss &dt J1 feg
gt ¥ fo9 3 foggg a@er I1 Ad9 ¥ vigahs ot atdt &g d @@t efodt v yaar sdt see
3t Ay © feRsg adt 3 uar|

17.9 393 {9 HEI™ Y3t (Money Supply in India)

1977 3* RBI 393 <8 9 Hefo’ AN HYU yuer &3 34t I 8T 36 M, M,, M, »3 M, | M, Adtas
HU 6 Aefa M, HedT yaf3 @ fersas vy 31 ufgdt ¥a At areT &8 wid 3a M, »i3 M, &=t
3T =93 91f3 &% =fott J 3t I1 HET™ YI=t € SLHT Hued w3 8 AW Auew g € & aret efadt
I 31 GreT | yefsa At fEg agrt Awea &t efodt AHT Aweat 3° <0 § 99t At| U9 <93Hs AN
1 ¥ar AT Awex &t =fodt dart & grre 3 &5 I It I ferer vy argE Bfsa Aer Bfeur=t o9
fenmua =fodt I Frfsar 17.2 wear yafs @ M, w3 M, Rufon &t efodt 3 feur@et 3-

3rfgar 17.2. year y3st (M, 3 M,)
[Money Supply (M, and M,)]
Year M, M,

(1) 2) 3)
1970-71 7,321 10,958
1980-81 23,117 55,358
1990-91 92,892 2,65,828
2000-02 4,22,843 14,98,355
2004-05 6,46,263 22,33,164
2005-06 8,26,375 27,29,545
2006-07 7,65,195 33,10,278

(Source : RBI Bulletin 2006, Statistical Outline of India, 2007-08)
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Ifeat 17.2 3 feg rure 3 At I fa 1970-71 8 2006-07 33 M, »i3 M, & =fsfa w93 aifs
T 5% I T M, €t =93 =fofa (Faar 302 g=x) AW T &t <fofy @ aes I 3 1M, & fermum
<fadt ¥iar an &g =fadt @ a9z It T

=faft =9 = famrs & fest 3fsar 17.3 3 yuz def 9 -

IfEar 17.3. HET™ & YISt, ITHSSt mrHEs wis dtHs Uue &9 yfsAs =fsfa @9
(Percentage Growth Rate in Money Supply, National Income and Price Level)
Period Growth Rate in Growth Rate in Growth Rate in
Money Supply (M,) National Income Price-level
First Plan 2.2 3.7 -3.6
Second Plan 5.3 4.1 +6.3
Third Plan 9.1 2.4 +5.8
Fourth Plan 155 3.3 +9.0
Fifth Plan 17.9 5.0 +6.3
Sixth Plan 16.7 5.4 +9.7
Seventh Plan 17.5 5.7 +6.7
Eighth Plan 13.8 5.8 +6.6
Ninth Plan 14.2 5.6 +3.9
Tenth Plan 16.4 8.7 +5.2
(2002-03)

(Source : Statistical Outline of India, 2007-08)

feg »iH TrgET uret AfEt 3 & vegr & yafs w3 JHs udg T arfaer Adg der 91 A HedT yafs
feg =fodt gt I 8¢ ar P <fodt ot dhist oo & =fodt Jet 31 3Fa weor & yafs & o
yse dtH3t 3 U I ug Hed' @ uforr fAT3 (Quantity Theory of Money) @ Wy AHTEa feafedr
@H9 (Irving Fisher) 3° feR 3% 3 AfoHs J&r afes I f& wear & HiEaT w3 &t ud9 g fifar »i3
AHBUTS Aag 3 Berads < &t 83 3rfwar feg feutfenr famr 3 fx ufodt Grer & niefa feg ,dtHs
ytg &g st 98, mefa vear yofs feo <fodt 98t 31 &< Grer & niefa &9 dhHs ude o o=
3.9 yf3Esz &t =fout 9€t, Fefa vear & yafs & 14.2 yfsHs of =fodt Jet | 3793 <9 mmufe-
a3 °r feu | woafeerr @ fex 993 @37 371 niHefda (Non-monetized) Jer I1 fer 839 feg
A Bs- o A3 feform € nioe 3 &3 AT 76 | ﬁaawga%wfeawfaﬂasaéﬂﬁﬁm
T BT fer3H o3t A® 37 fen &% Har fT <fadt J_at ua aitHsT feg ot =fadt adt J=dtt| »iz
93 T99 misufeas ert &9, Ao Heor €t yafs g I8t <fodt & femvms 83ures § sus
ésﬁn@weﬁaawwwﬁm T ¥ wEt o3 AR, 37 skt g <fatt adt gt

€3 fedft srfear 3° usT BT I & Hear & yast & vzt 3 yge 3 Uer 9 U3 fegst &< e
SEt feRm Agg &dt 31 Wﬁwﬁﬁveﬁﬁwéu&@mm&gﬁ?ﬁeﬁﬁa@aﬁ%ﬁ
3 agat 3 f5ds9 ager I, feRmeg nigafeerar &9 83ures & =fadt 3| . dt. 85, Ufsz @
SATT, mmmwﬁémn@%ﬂ%m%mﬁz%ﬁmmwwm
(Time-Lag) urfemrr mier I Grste o niefy feg wear & yafs & =fodt w9 ninss 14 yfsHs gt
J Aefx feam & @9 (TSt niHes & <fadt =9) 4.1 uﬁﬂzn@aﬁﬂgméeﬁtﬁﬁ(ﬁm
¥9) 6.6 Yf3H3 It |
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17.10 HE9" nigE-feener &9 a7 yufes J<t 97

(How Does Money Get into the Economy?)

fea feaet vegr nige-feerer fog fav yafes d&t 37 feu fea Hoseuds yrs I fARd niog-feerer
2 feq fefenraet § AHsT Tfger 31 fere © fmrArsg eFF ST aedt 89 ae w3 fAd At ager
J1 f&d nini feniast @ B Aest 8 (393 @ RBI) Hed™ 8ueT J »i3 »ige-feerar &g year @
yAs feat v &t I st fa fea iy fenast Faer 31

AIaTg grcht Wi & YTT 9T € BT Jedt 8 3 must fAawfadt AW a9d S9n Set I1 Jedt
¥, T HETT EUd ATAY § aad feer I ni3 AgaS feu aon vear f96-f3s feamsHa w3 a9
feaH3HE SHT 3 YT Saet J1 f36-136 Yrde’ 3 ATET ITdt ol3 A'E & HId &% OF € & MUt
WMHES, Bas, HATTT, 3 w3 fora € gu 98 yuz a9 751 fer gu <9 a9’ nioe-feerer
feg yufes d&t 91

IS fourt w3 fgAe® T H3ex Jedt 3 nige-feerer § 89 Faf3 HedT €t 3T Yast sger I
AT 8o yfszfon udle g6 (i : Aarat yf3gfam) | AIast yfsgfont § wdtes © &t €9
&< 89 maf3 Hed™ 8Ue J& | (Lipsey and Chrystal : The central bank gets high powered
money into the economy simply by buying securities (usually government debt instruments).
It pays for these purchases with newly issued high powered money.)

17.11 &t nivefeerer &9 Hea' &t yIst dedt 8 <t fear (MS-g3) 3 5939 9t
37 (Does Supply of Money in the Economy Depend on the Discretion
of the Central Bank?)

adt, nigg-feerer &9 Hear & yast aedt ¥ @ feer 3 foas9 adt gt | fege feu agt ma &dt,
F T oSt IS o & IIH 2 f5IdHE (At d9ET) T wiftardt Jef I U9 HedT dF I YISt o
dedt ¥ & ANS-T3 (Discretion) 3 f6939 &dt aget| fea nou-feerer &g yeor & a& uast
nige-feerear @ I fad 337 @ feeog »i3 feer 3 foggg a9¢t I -
(i) 8/ T Just FR; (i) OF T fenrurfax 8 (i) Wi 7537
e B9 HaAf3 Hea™ A3t & Hed™ T © Mg & SH J9et J 8 H3TT foRfes a9e J8 dedr
¥ & ygst = foguas a9 J1
o "MUZ aae faft »ieus (CRR), 73" fa AW g=a & w9 Jer J, § forfes age IT,
fonmufoa ¥ Hear & yIst § ysfes aoe J1
o W AG3T MUSH 39537 UHedt § forfoz a9e I Hedr & yIst § yzfes aoet 31 feo
fenmufaa &'t @ aaw fafa »iaus (CRR) T w3 SRt A faars a9z &t mafs @ faguas
a9dt I
Head" & 986 JIf3 (Velocity of Money) § aAg e &dt a1t At grfoet | feger 3 feg T & wear
@ fea fearet (faR fea qu v &< 7 fiaar) & fast @9, feforw ® vty @ qu 8 yoar fasr amer
31 Her & 9%s I3 § Ao 99 fearet A niefa 7 fex yero a9 @ gy &8 HWifle A 3t feg
3t HeaT yast &t fex Haseuds faguds Jet J1
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HEJ™ &t »/egn YISt (Ideal Supply of Money)

Hed™ & Ugst € Y3 g vad 3 UEt I ufseHAegy, | fefenmafet & feg reo fest 7t 3 fa
5% ygrfes g€ 951 yAs Qo I fa fed yaz SAarg | Sust § fem dis & fams I At fa wear
T nige-feermr, fae f&g 83ues @ ot <t AUs | <t ydst fa= nige-feerer &g niafax
JI9 &t ger, Iat 83urfes B3ues § udtes ® BTt | afonit & yzfes a9t I

foat wegr €t yast &t Bz It 1 veor &t for yIst § It wirear yISt faor et 91 fem ysst @
UfgETHARIY ©H & 83utes AHST & yds Sutidl a9 Hee J AT I UIE IAdrd ©f AfEfs feg
Had HEaT ©f UISt »iedrl Udst 3 20 J AR 3T HeaT A3 @ AfEf3 Uer § A<dlt »i3 i3t 3At
% <uT &t feoe 6%e, Aag Hedr € UdSt wiegr Yast 3 We gt I 3T otH3T we St
Hel n 79T »i3 979 UR F9Hdret @% Aredit | ferset year & yIst feat dat wrfodt I fae
&% oF <5 85 Arfont eAgn, fast & 83ues o3 famrr 3, § udter 7 AA 3fa HegReEH s
At fereitfs &t Afafs Uef & 31

firs 92, fa Hedr €t ya3t 9 gTg™e o g% 499 3 YI'T 3% 3¢ UL Add B HEd' T Hag
391 & f 8Ag o gu T »ud & Jusdl| ofads T HeaT €t yast & seo< &5 &at of
39%37 o & gewe § At 3 B Ut ufgrufamt (Assets) & Hefod, fedta w3 ersfea Ut
2 U 9 nUE 9% Jue Ia | HedT ©f YS! <9 gew< @ eBAgY &at 9 Hefda ufgrufsnr feg
3t gewe I AT I A9 Hefda ufgrufant e sewe @ a9 8« <0 Us SA3fea ufgrufamt,
iR HarE, a9, TV Ae, »iffe 3 499 a9 9'8% I6 37 a% Had, M3 fere &% It IRt miHes
feg =foft a1 feme Bwe, Ao & must wear § festa ufgrufant, e fmi, yfssfant
e 3 mmw@%mw@wéfweﬁaﬂw@m&ﬁu@aﬁlmémﬁ
oo & UzATfas adet »3 IHeSt ninies T efoft 39t UT Ao Ba »ust <t I8t Hefox
ufgrufanit § 398 gu &8 gueT Ure 5341 3T g% 499 T At gew< adt 32 »i3 & It IRt
HeEs g oTt gewe Jedr | feAse! ae® HedT ot yas! feu ges= J= % df aitH3 AfaasT A
UIE Irard € QOH Y3 5dt AT | B € HedT @ et HaT € dizeT a9E ©f 84t It &= I

HY f'g (Key points)

o HEJ" YISt (Money Supply) - feg nige-feermr &g SumaysT vegr & HTr § feu@et T
feg foa Fea nieues I A5t fex forfos AR 3 Wt At T

o HEJ YISl ¥ Rwed (Components of Money Supply) — (i) &3HT (i) Har 7T

o 393 &9 YUar 9= T@ Hefdd AHSW (Monetary Aggregates used in India) — Y& HY &
H3Ea feg M,, M, M, i3 M, J1 &= HU & H3wd feg NM,, NM,, L, L, »3 L, J1

o HET" YISt § ysfes I3 ¥& T9 (Factors Influencing Money Supply) - (i) Hefsx
WO T T (i) SR i3 HaT AT T »igU3 (jii) 986 T 13|

e HEST IS (Money Multiplier) — f&g yedr usst feu se®< A Hefda w9 sew< o
U3 I

o 8% maf3 year (High Powered Money) — feg 87 yesr I A5t dedt 4 A A9 Irdt
fsgarfiz i3t At I »i3 7637 J9 TfEMER T It PIUE SF Indt At T |

o Y I (Credit Multiplier) — 60 5% AHT &9 so%= »i3 yEiia A fog sew= 2 »igu3 T
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a1 AT (Demand Deposits) — feg &t @ & &a € gdt gndt ot anr ofi § farg fom
3 W I T HH &F Sefen™ 7T AaeT J |

yafid 74T (Primary Deposits) — &a gdt 3at f&g soe gu &g M oISt ot o §
YEHS AHT far At T

gargr Uer T T 7 gt A4 (Derivative or Secondary Deposits) — ga79T UeT JF Tt
1T yEfHa AW ¥ ufgeHRegu d<t 31 faBfa efefrwa 8 yafia AW e fea farr o
T gu feg gua ot AT = feors S9e T |

&a@ a3 MU (Cash Reserve Ratio) — &% A4 @ 87 fiAT Az efsfioa 8 niug
d% Jue I5 A aaE I3 mieurs faar Aret I

3u 3 Ju mrsfiT3 AT (Excess Reserves) — 33€7d 60€ METHS nigu's &6 S& & o% Jfas
TV T 59 nigU3 § 0 »gfEz AW faar At I

A Afaws & def (Limitations of Credit Creation) - (i) aE »IfH3 WaU™3: daE »IfAs
MEUT3 ¥ 0 IT & A AfgAs ©F H3aT wie d=dit | (i) YyafHa AHT € Hi3aT: <0 yEfia
AHT <0 A Afgrs AHsT § feurget 31 (i) Sat &t Sfaer nrest: Sat gt <o Aeret @ Busar
% A Afgds U Jer I (iv) Aeat 9 o Ay J13T: dedt I & AAST A &15T U Ay
Afgrs Afedt uses S9et J1(v) 39 Fa & AY &1t A9 AY 8 feage I& oM a9s 3
A Afgds AH3T & efafo 94t | (vi) AW sgs Sfenrt e fere  (vii) 9a1 8urg &= erfent
& Bus=T3T (viii) fenmurfaer A witfae niera=t

fonmufaa &t & Ay faors a9 & AaSt @ AiHias a9 378 € HY HU (Two Principal
Parameters that Delimit the Credit Creation Capacity of the Commercial Banks) —
(i) TfefAvia FF T 5a€ MORE (i) AT T T 35 MTIAS MEUT3 |

17.12 A<™ (Summary)

Hed™ & 9%& JIf3 (Velocity of Money) & »iedsaT &dt a3t aat arfadt | feger 3= feg @
f& year & fea fearst (R fea g = 8 #f frar) & fast @9, fefonm @ Hitmin = gu fee
yuaT fazT /e J1 HegT € 986 a3 § Ao 99 fearst AN wiefa A fed Yoo o9 € U
&g vttt AR 37 feg & year yast <t fox Haseuds faguaa Jet T

17.13 HEEdH (Keywords)

e FANHS-FS (Discretion) - feea |
o HEfdd (Non-monetized) - ASt HEaT & I |

17.14 Mf$n™ YHS (Review Questions)

A 0o bd =

HEJ™ I 3 AT ot ANSE 972

A AfgHe ©f gET @ °986 a9 |

Hed™ nige-feerer &9 far yefes d&t 97

&t nigg-feerer &9 year &t yIst dedt 8 <t feer 3 fagsa ag<t 97
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€39 e 5’8"&3‘ (Answer : Self Assessment) &<
1. 3% A 2. %3 3.® 4. ()
5 ® 6. (® 7. Adt 8. Adt
9. B3 10. AT |

17.15 HAEfug YRSAT (Further Readings)

s

gaw 1. HAIfEarstHam : Has Hier3e, 3.5t uafsans, 20101
2. Nasfearafiar : »iA. d. gag<ast, fonfenr uafsfra a€A, 20101
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* feargt-18. mret EH-8% &M feABHE

(IS-LM Analysis)

few =Ag (Contents)
€< (Objectives)
YA3'=aT (Introduction)

18.1 IS Ta9 »3 feret fewgsufs (B3ue v AZ®s)
[IS Curve and its Derivation (Product Market Equilibrium)]

18.2 LM =g »i3 ferdt fegsufs (yeer a9 A3®s)
[LM Curve and its Derivation (Money Market Equilibrium)]
18.3 A (Summary)
18.4 we<dd (Keywords)
18.5 wifgw™ yHa (Review Questions)
18.6 Wafuz uAzat (Further Readings)

@ew (Objectives)

fer fearet @ niftmis 3 e fefenradt Gar d=ai:
o |S Tag &t feg3ufs Aas BT
e LM =9 & 83ust A ®et|

YA3EST (Introduction)

IS WAt AZ%6 GDP famma <t w9 @ fed fid faguas = ferdne a9idl| Azwe fomma &t w9 3
YT A3%6 GDP AHAZT »igy feerer A3®s © d< foa wifha ferfeas Um ager I fanma <t
T3 fo<m € uts g ygfes ag9et I fen &2t emsfea GDP © uyna § &1 fer 39¢ GDP & uT9
nﬁ&ﬁ%ﬂwﬁﬁwﬁm@ﬂﬁéméfﬁﬁwﬁ?wm Ae foma &t w9 feg <fot
J 3t IR €< foom oo femm <fout © ewrgy, mnﬁaﬁmGDP%maﬁﬁummw
&t AT | feﬁwwtmﬁﬁgeﬁﬁ@ﬁﬂ?‘d(Extentoflncrease in Money Supply) &t Fnr
3a fanma € €9 g We &t izt 7 Aaer falTa Hear yafs e efott ( fors famma =9 w3 €%
foem @ Af9g) »i3 89 GDP Hea <t Har &9 =fadt ag<t I, farer < I fara & w9 feu =fout|
fer et udugre<t/aw el fegraurar I fa famra & w9 fea @R3fea weaT (Real Phenomenon)
I i3 feg a=s 93 »i3 foom Iidt fagurfas J<t I 17, 8. dad fegraurar & feg fea Hefas wear
(Monetary Phenomenon) 3 w3 ferer foguras wear € g1 w3 yafs It der ger 31, feost g
it fegraurgiet § g3t f&st ot I1 7 nr9 faam w3 I&FG (J.R. Hicks and Hansen) & niret
BA-T® BH (IS-LM) ferdrs It a2 fewg § yfsues oisr § 7 eAsfeq u39 »i3 Hefow 839
o<t § Tdltags a9er | fenw € v TR3<a GDP ¥ fed far fsguas w3 AD a9 & feasfua
fe@3uf3 (Alternative Derivation of AD Curve) Wret 8R-8% 2H feR8Rs = H&T'g (Cornerstone)
J1 TA3fex GDP »3 fanma <t =9 @ foguas R9 Anmg. foam w3 Jors fabfa emsfea »3
Hefga 839 8F § HABTHES (Synthesise) a3 76, ferwset 8ast @ fencias § ‘foan- JoAs AFSHE’
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(Hicks-Hansen Synthesis) faar Afer 311S w3 LM 259 € A3®6 ©F 3@ J HETT o Hal »i3 yaf3 <
ST AHs3™ w3 993 »i3 foom T ST AMe3T It A3%s fana ©F v9 »i3 @ r3fed GDP @ AS®s
U9 3 foguaz | famma @ fagues v feo ferdias fammm w9 fogues & nofes gz aor@er
31 TI3HS wiftre feg fenrfimr sger I fa wiet 81 w3 €% BH (IS-LM) I far 397 fewzus
(Derive) a3 AR I5 m3 A3f®3 TH3fea GDP w3 fammm &t w9 w fagures fan 39t Jer 31 feme
BT WTE EA- €% TH ferdAE 3 wiHt AHAY Har <9 (Aggregate Demand Curve) & fegsus
g9 It w3 fer 3% 3 forrs 2iar fa et e/ w3 ©% v S8 furare (Shift) AHAG Hat @& <9
furare faet fenr@er 31

|

3/ = & T4 foom @ U9 3 yIge3 It J |

18.1 IS I9 i3 feret fewsufs (83U T A3®s)

(IS Curve and its Derivation (Product Market Equilibrium)

IS =59 fenma € €9 w3 TH3feq GDP ® 8A Aud § Yae ader J 7 993 (S) i3 fasm (1) © o
53T AETUS g9er 31 feurt w3 fares & nigh “IS a9 farma & &9 w3 eAsfea GDP =
Atre fie I 7 fee3 ugg »i3 83ume s aFEge m3 AMRHE AHTSST ©f feagusT 31 feo Aeardt uas,
fofawrs, w3 Fefes Busar w3 fesht Jfem a9 =9 w3 o3 I8 vz uds © et @ w2t fidhr
AT I1 7 (The IS curve is the locus of interest rate and level of GDP that are consistent with
equality between desired spending and output, or what is the same thing, injection and leakages.
It is drawn for given values of government spending, exports, and autonomous consumption as
well as for given tax rates and a given price level. — Lipsey and Chrystal) | fer &gt IS Td@ m3
IS e%& TAZ THY A3HB6 T Ha3 fder J|

IS I &t fegufs &g € nieraret v@fant g5 | Ufgst nierer feg foem w3 fawmg <t w9 ffe Aau
fs=H ¥ia1 €@%& (Investment Demand Function) 370t AETU3 JeT w3 TATT wieAwr &g wiAt feg
fenferrr s9idr fa foom ygw e ufsegss fan 39t eA3fea GDP § yorfes ager 31 fanmm €t &9
n3 TH3fex GDP § 73 J <AZ I3 &9 wiFt Agse AETfUs a9idr

I. 82" HaT %6 (The Investment Demand Function)
o =9 (r) m3 52w (1) fS9 AU (Relationship between r and 1)

ferer g2 facm w3 fanma &) w9 @ 39 feufas Aag 31 fawra & 86t w9 3, foer <t <ifes g we
w3 fanra < foost €9 3, foer <t eifexs v9 Su 39t | fosm w3 famra <t wg @ &9 TfomsHa
Ao 35 yag fefamm 77 Aaer 3

=1 —br,b>0
ifre I: fo<m: |, FRw3 foom; r fanma & =9; b: faorm & =9 Ko focm ww & nisfqumts
(Responsiveness)]

83 foeH <% UR o3 famr I f& famra &t fodt w9 &7 g J <0 focr »is oA @ €% St AT 3

(Vice-Versa) |

foz9 18.1 g, Il foem Har <o I A7 fosm w3 o & w9 @ &9 foe=sHa Hau § Uer ager
31 fawr'T-rE'Twz'E'o'Or 3, foem w3w Ol %n@@#rfa»meao@ﬁﬁnmoﬁl o foem
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¥ yE ¥ wed (Autonomous Component) |, &8 ges= Jer 3, 3w foer Ha sa9 &g furare nier
311, e =fsfu 11, e =fofu | v =fofa I, a9 & AR uR & furar &<t w3 fem feo (1) it
II, o8 uR & farar @<t |

Joc
&t At e I famm &t w9 v geae, f6Rn vew T gew= aidt, =wsfex GDP &
ygrfes g9 J|
Y b 4
A 9 A
g A _
@ 73
£ 5
[ =
af B "-6
& T\ e
]
[ x
|
: 1=lg=br
: >X X
(o] 1 Iy 4 o) Investment Expenditure
Investment Expenditure
fgsg 18.1 fgsg 18.2

fg39 18.2 UF ager J fa ye ¢ foen R9 gewe @ ufdeHA=gY foen Har e&s feu furare nrBet
31 ye T foum R =foft fosm =a@ 11, g furad |1, a9 feet I »i3 ye ¢ fosm ff9 Mt foln =aw
I, & fore= 11, a9 2<qft |

I 7E ‘v ffe gee= Jef I 3T fav f62H 3% ¥99 W3 GDP © UUT § ya'fes a@er I (How
Investment Impacts Aggregate Expenditure and the level of GDP when ‘r' happens
to Change?)

foem you feu guw< @ a9s o Hoy <9 fefeu A 3 geoe J° 75 | fo_F I € H3™=9x Ac9
famimar €t =9 (1) AfE9 9° 37 | ST Te®< T% ¥99 (AE) »i3 GDP &9 guvs< o 98 96 AdeT J
U9 A9 fomrA & €9 (r) AfEY & 3° (AR 77 IS-LM H'3® 99) 3T foor = &t yafont 88t niAs
&t st gt | foz9 18.3 g feurfenr fomr 3 fa for famm =3 () o mew= | § yorfes sger
I »3 B IV g® UgY AE mi3 GDP ® Uug § yg'fes ager J|

fe39 3 2 391 (A) W3 3791 (B) fopre =9 feu se@< 2 5% A3f®3 TR3fed GDP w3 fo<r yow @
HeU § UH a9 J | Hgnst Aigss e E3 I A8 AE =Y (3791 A) m3 S = | (31 B) &9 foem uaw
Il fe 1,1, =foftr I= 3, 3791 A T I HIT T&9 AE 3 AISA AE, J et 1 fev u3maw, &= Asfes
GDP U9 OY, J&" grfget I fa8 AE, =Y 3 S=1,|,1 U3 GDP o &5 =fofa year &t Har e
<fafa aget I i3 fermet r &g =faft It I famma =9 feu =fafu <t Afafs o, focm vaw wie §
et I »i3 fegw erregy foom =a@ | |, 3 1), & W2 &t i furaer 31 fear nigAmg, 31 A f2,

22 =

TH3feq IB ¥ U AE, & §A, AE, I At I| HSfed GDP, OY, ® &A% OY, J AT J|
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ﬁl

famm & Gt =9 foem u9w § W &w feet
I A5t wid g% u9w § We &9 feet I Aag
fora &t =9 f3at I 3T fooe 88e J=ar| (A)

fermet fanma & =9 39 gewe, for uag _ AE,
<9 gew= gdt, er3fex (GDP) § ysfes E Lo
9 I

Y=AE

AS HBIE (Self Assessment)

foaz met § 33 (Fill in the blanks):
1. net. 8A.8%.8H fersrs &9 wiAt
Har Ta9 <t fegsus

Aggregate Expenditure
\
A

s

Y_T Cadal
Real GDP (V)

2. fo2m you 3T suw= ¢ 9= B o v

m. f&x 99 r M3 ¥ GDP fg5 UTst »3
e UR Sm3 | R ez @ &8
HeU: IS T9 (Relationship between
different levels of r and GDP on the

one hand and quality between S and
| on the other: IS Curve)

AT e IT fa ¥ T T9 UT9 ¥ niggy GDP
T A3f%3 Uu9 Jer I A 593 (S) »i3 faem
(I) 2 f&g €t T Fefor AHeST ¥R J1 3078
fer Aay v forfes o ofoer I fa r 2 €
ug @ &H GDP = wfenm Uud I »i3 63
(S) m3 fa2m (I) widgy AHS3T | T 1
‘v & wfent Yug 3 37 GDP & €9 yug I
@ fa 1 »i3 AE ¢ €9 Uug € Hftmi 578
Jer J) fere mefom S »i3 | @ &9 AT o 2
o JTr I
fg39 18.4 (B) <9 IS == feg feurfenr fomr Y
J framer fo39 18.4 A S8 fewsus fozT famrr
J11S <9 Tr3fex GDP »3 fomrm &9 @ fg39 18.3

8r Fure § feuger I fal nige-feerwr

fefes vgg o® 83U & 9999 I Ia1 B feu fe3 32 famma =9 Or 3 A3fss ewm3fex GDP g
QY 3 farer 371 A T AE Jur w3 MHee 83U JuT 3 S9789 a9 foguras afsT famrr 31 ewsfea
GDP ni3 famm &9 ¥ fer HGms (OV, Or) § 31 B &9 A ® fig grdt fewrfenr fomr 31 feR 397
g1 B fR@ B fig OY, wsfex GDP uts »3 Or, famrA &9 Hurs J10r, famd w9 3 TAsfex
GDP g3 OY, 3 fré 371 B &5 C fig gt fevrfenr fomr 3 =msfea GDP w3 famma &9 @ feg
A3 Aems fag (R A, B, C §) 7z &8 Ag IS a9 fieer J1 ferset IS <o 3 Afas o9 fig
TAZ FAT <T Agse § feuBet 91

(8)

=<

—
-

Saving & Investment
Non

2 Y1 RealGDP(Y)
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7=t e IS a9 ¥ ¥ 7 A WiT Afeg 3, 80 <Ag g9 T nifg®s § UF aoer J1 Hag wirt fig M §
wfent| (fo39 18.4(B) f&9) f&T IS Ta9 @ AR UR I fer fie &% Uz 9% J fa 371 A &9 AE »i3
Y © R niF3%s J1 3 o% B3Uws S ydg S I M3 F83 feRm 3 W J1(Y > AE, = S> I)| feR
397 IS T @ ¥¥ uH St fig, faR e N, GDP w3 fama =9 @ 8 Audr @ Aas feer 3 fag o
Y99 g% 83u® 3 U J »i3 fon 983
32U (AE>Y, = 1>9)I

" Y=AE
IS Ta9 & T (Slope of IS 1 ®

Curve)

IS Tag TA3fea GDP Uug w3 famms
9 € Hude 3 fewsus Jer 91 feger
TS Y9 3 Ad »id 878 € wig geT I
feger ge feo I fa €6t favma &t =9
Wz foen y9g € 9T TR3fex GDP
Uiz gIet I mi3 we fanrA & s9 o
fis2m ¥ qroz eH=feq GDP ¥y featt T g

Bt 31 1S =59 T gueT (Flatter) = :

7 909" (Steeper) 3= feR 3% 3 fogsa 6 Y Y. >X
a9 J fa faem fanma ©o sew< 9 Real GDP (Y)

fost AResH® J 3 I8 & H's fast
J| o9 form w9 ¢ fex faafere
gewe 3 fooH U ARTsH® J 37 1S
IS QUST JedI| i3 Aad fanH w9
T fea foefone seo< 5% foem e
AREGHI3 J 31 IS <9 d109" Jdr | &
T UG I IS T9 T U I M3 JI9
Jz @ fogugs a9er J1 U IS HS
&t mfafs feu faen f<u foa fagfere
BT ¥ 9T, AE T AIusHI®3T 20
Jet 31 (fex fedt It fama w9 3)
fere a9= AE 59 gueT JeT I AT IS
a9 ¥ gUST I @ 839wt I fem Real GDP (Y)
Af9r I=x H® @ We J= & Afafs f&e
AE ¥ 239 J09 Je' J fAe a9z IS fozg 18.4
T & AUAES: d9T JeT I

foz9 18.5 25, IS Ta9 § foz=Ha v T& feurfenr fonrr 31 g € €9 H& € w2t i3 fara &9
FREsHIS fosn € B IS T35 BueT (Flatter) I fAR IS, | Iex  wfenr 1B @ Bt 7 iAQTsHS
(Insensitive) fo<H € &t IS =& aaT™ (Steeper) I fiR f 1S, 1

Aggregate Expenditure (AE)
A
\
\
\
\
b3
UL

3=

(8

2

-

Rate of Interest

e
Catat

IS 9 € TS § YIS IIT B € YIB
(Two Parameters Impacting Slope of IS Curve)

() ‘r 2 yfs | & ASEsr®sT (Sensitivity of | to r): 'r ¥ Yf3 | & AeesH®3T fast <u <t 3, 3
fora =9 39 gew= T yfs foom &t fAst Su vigafanHi®sT (Responsiveness) det I 1S
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ﬁl

59 Bat It <u guer Jer I feoe Gwe &

(i) TZKX & HB (Value of Multiplier): I&x & HS fraat
g Jer J I foom &9 =faft @ a9 AHTTT v9g
(AE) ﬁge?‘ﬂ- Eﬁ'éueﬁﬁjé 3| IS function is flatter

when Investment is
more sensitive to

IS T = fyAE= (Shift in IS Curve) AN changos in ate of

N interest and when
o ~ o m.ultip]ier impact is
IS =aq 3T fura< g% y9w T fan AEw3 ¥99 wex <9 N high
gese € g9s ger J1 € Asfout nog-feerwr g feg

> <

1g.

Rate of Interest
=
B

AEH3 BUSdr 49 »i3 ARWS foer yag &9 gew< @ a9 f:'"ff; \ Y

d Ao 31 A fo3m vow e efofr IS s @ AR uR | (SR ™

raer feet §1 feger ez wiAs I AewS fer wew fég | | \ R
<fofis AE =59 § €3 ¥ g AHGSa frar 3 JIAE =S | 0 Real GDE(Y) >X
T €3 €t vig fuAare IS Ta9 § Fv R § Ao feet I

fg=g 18.6 & 3791 (B) UF gger I & IS <59 IS 3 A9 fess 18.5

IS, »3 IS 3 ASaA IS, I At J1 Ffagrsw (Exogenous) ¥aw ffE featt (Aearg Irdt fa=r famrr
ARG f6=m) AE Jur & (391 A 3) €3 AE, 3% Aar <t 31 fegr ufsevmegy, (farrm & AHs
¥ Or 3) IS T&W IS 3 ATa IS, I Aret I (341 B f99) | ARWE u9w € uie I= 3 AE 35 8'3 &
"3 AE 3 AR (31 A 3) AE, J Amet 31 feae ufseHreay, IS @& Wie &t »ig A9ad (341 B
3) 1S 3 1S, I At J|

Ae U (Self Assessment)

ggfeamnr yas (Multiple Choice Questions):
3. #a9 fosn € Aew3 wew || 99 gewe der 3, 3w foum Har @a9 fRe niBer T -

®) fara@ () 338
(®) FEs< (A7) fer <9 ot &t
4. merfRegese o isE iR feraBswen3................. T U9 § yorfes sger
Jl
®) PGP () GDP
() ADP (7) fee 29 3t &t
5. A9 fora 29 () AfEg & 39 (fAR 7 IS-LM His® fE9) 3T focm grea & yafonr €4t adt
ToF IM-
(®) v (") HASS
(¥) viAfag (7) fer feg a=t adti
6. IS Ta9 TH3fex GDP UTg w3 famd ¥9 € AGA®S &% JeT J -
(®) 83us () fegsus
(%) Aus (7) fee 38 St &t

18.2 LM a9 m3 fenet fegsufs (year aA9 A3®s)
[LM Curve and its Derivation (Money Market Equilibrium)]

LM a9 TRsfest GDP(Y) w3 form €9 () ¥ 35 AGaT & UF g9t I 73T HegT & Har (M) w2 HegT &t
uIst (L) @ fE8 AHa3T fenmBet 31 fermet feg ersfea GDP i3 fimra & g9 =9 © &9 Aau i3

LOVELY PROFESSIONAL UNIVERSITY 177



AHAS nidEATAST © fAgis

178

Hed™ IH9 ¥ 386 6 feuget I fsurt w3 faares ©

WEFT , “LM <89 & 58 e uafs 3 Rt et s | ¥ )

U9 & %et, GDD »i3 fimm €9 2 e g yae aoet 3, | ] YOAE
1 HeaT HaT i3 HeaT Uaf3 &t AHesT € &7 niufeeasarts | E, /_--AE,
J1” (The LM curve plots combinations of GDP and the g PPt “7 ! AE
interest rate, for a given money supply and given price i -7 E ! AE
level, that are consistent with the equality of money | | al ’/:/” :
demand and money supply. — Lipsey and Chrystal) q:ciu i E’ =17 !

LM =33 & =@3uf3 (Derivation) f3at Rt @ niftmis 3 | &F-~ 1 !

Agdt g feet It (i) WAt WeaT & Har S fam gt eg | < ! |

2 9 Fida Aerfus &R o | (i) »irt fem ai & fenrfimr | B : >X
a92 gt fx fam 39t yeer & Har i ufseass @ ot oY

GDP &g ufegss famma & &9 3 ysrfes ager I (iii) Real GDP (Y)

WA fea UR v ¥ a8 H®T 38 GDP ® feu Agu rerfus
F9e IF »3 TH UTH HEST & Hal w3 Hedr & yIfs €
€9 ANa3T AETfUS 9% I7|

(i) Hear & Har »3 i & @9 (Demand for money
and Rate of Interest): Hed™ & Har 3 3 B« It
TR3fex garfen (Real Balances) & Har 31 TA3fex
FET T I HEdT FafemT (Money Balances) w3
A9 garfen (Normal Balances) fAreT otHs Uue feg
JT T8 FEB € 5% AHWHG a3t Aret I | ferset Ae
M3 U9 TdieT J AT I 3¢ &4 UasT gaIEt HSaT
&g yeor § muS O® R I fie 5% Gon' ® Tmsfed
garfen (Real Balances) ("3 udle Aaf3) Afte &
I | nigefeerEr feu TA3fea garfenr & Har € S9at fg 18.6

3 fsggg aget I: (i) GDP = Uug w3 (i) fra & )

TJ1 GDP ¥ Uug TR3fed garfeonr & AurRe faguaa 3, faBfa emgmt »i3 Aeret § ufges © =gt
B PUE B HETT Jue I6 | GDP ¥ 89 U9 wr 3w er3fex AR @ €9 Har I »i3 fege Bwe &t
femm &9 & 32 HeTT § WUE 3% T T wieRT H91S (Opportunity Cost) J1 faBfa fe 3/t few
forfas grfi »iu2 o® o T gu < Fu' J 37 §urg famm & gu <8 YUz I= @&t 8R nes 3
gz sfoxr Uer 9 73t 3078 YUz J Aot At Aa9 fer g § 3 giesA ufges &t foom oz
JeT | AURE 39 3 oo (r) <t €5t =9 & 3 saw AR
JuE <t €9 nieAT %93 J1 o Ager <9, &ae AR
Har = fea fomfes GDP vua 3 fawma <t w9 (1) 3 8%
Hau (Inversely related) der J1

TR3fes AR €t Har 2 Aegs &8 v »i3 GDP ? ys= §
foz9 18.7 f<g feurfonr famr 31

Jur L1 fog feuBet I fa year &t Har & ¢ @ &%
€% Hau Jer J1GDP ¢ fex farfes tug 3 g er v
:;gr-'_f S?ETS'E&H:T:T ﬁ;ﬁi(ﬁf:g Ez), ! ME?Z? ° L (Demand fo:( Mo:;wﬂeallga!ance)
3 Fret 3 3% yew 9 i S0% OK, § mdt 31 A v b 157

Afeg 3foet 3, s GDP Re =fofu g&t 3, e L, - Jur )

A9 L, 3 At 3, feger g v 2 fea fonfos dug 3

Rate of Interest

(
A

Rate oLIn!erest (r)

Ly

> X
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wedr & Har fSg =fofa & 3=7 31 ferset fa9 ' = Or, 3efg year & Har OK, 3 Ju’ OK, J Afet
I3e GDP Re=fefu gt I iR fa L, - Jwr T L, 3 L, furare gt fewrfenr famrr 3

() GDP FE&w= T fimid &9 yg= Y L

(Impact of GDP Changes on Rates of Interest) 1 Ls .‘1 -

¥

g% Wit 7E 93 o fx wwsfed GDP g wewe e e | ‘\\ \le
3 fa fre &t ©9 = foguras Hear &t Har w3 usst ardt |8 A !
der 31 feo 3w fx GDP = U9 T 3 yzr= Uet I3 |E ANAN
wear &t Har femr €9 & ysres awet 3, fes mfor e |5 & o
fofoaram GDP, fiors 9 w3 wea & iiar @ g wiga-  |@%2 === RN
ey & Afafs & urfenr it 31 fosg 18.8 fw fem —
i3 - vy & afonrEtssT § feurfen famr 3 >x
S};@é‘?;j ygst (%;d‘f M) & Afeg ‘éﬁa 2 ]?Wra?r ° Quantity o!Mun%wReal Balance ’

&g (Autonomously) at3T A/t I1 &g nigg-feerer @ fo33 18.8
er3fed A (Real Balance) €t ygst § fewer 31 feg

fer wfanzT 3 wrofas 3 fa o3 Uue Afag fenr Ifger I

fea forfes Hear & Har (L) »3 year &t yast (M) 3 A3fes famma & w9 (Or) €8x fie 3 fagufas
Jet I faE L =M1

GDP f3g =fsfa Iz 5% Hegr & Har Suet I, eBAeY HegT &t Har & 259 L, 3 €3 &t wig furaa
L, 5= Aet J1 fege ewAeay favm € €9 Or 3 ua Or, J #et J1 fert 397, #aw GDP feg ot
get 3 3t year & Ha ffe & it I Aeft, AR esAegY HeT & Har o a9 L, 3 Uie &t w9
faAe L, 8% Aet I | e®Aegy fanm &9 Or 3 wied Or, J Afet 31 ferset GDP e gese, wear
ot ¥a1 feT gewe T Afae fanma & w9 &9 suw= v a9s g=er J1

feg feg 9% frm 2= war 9 fa GDP 39 9= @8 gv T Yys© 3<% Hed' ©f 36-96 o Har
(Transaction Demand) 3 =T J, HEaT @ AC ¥ &I HaT (Speculative Demand) 3 &dt | miFAt A/se
Tt fx Hear &t B=-TF €t Har & ¢ @ &% STt fAgT Agg adt Jer; 3¢ 3% GDP 39 ges< JT o%
v fag yzrfes Jer 37 fear &t fest famr 39 fer 397 3: A€ Hea' & 3z - o= &t Ha Ju<t 9
(GDP feu =fafy @ a9) 3€ year fag <t »idt 3, falfa At feg HfensT 3 fa yeor &t uast Afe
IfJet 31 (fAr 397 & foz9 &9 ust (Bugema) Jur (Vertical Straight Line) Irdt feurfem famr 3)
BT-0F o Ha1 @ @98 A2 BT HeT ¥ f&=F (Speculative Investment of Money) 3 Tam< Ut J|
g It B=-TF & HaT § YT 59 T BT B iUt Yfszfam/aisse § W fev 951 gissA Et
&g =fsfa Qus' €t oHz § far feet I, Seone i w9 Juz wet 31 fermet GDP & 3z-
T ¥ &t ye € Ha e =fofu-yfsefomi/aizsn § v o waw, fie &6 -2 = yuns BE
&€ AH (Cash Balances) § urfenr i AQ | aiesA & atvs {9 faaee-famm w9 ffe =fofa)

(1) feX ¥T ‘v i3 GDP @ 85 st @ e AFau w3 Tl T L »i3 M ¥ €9 A3 @ LM
<dd (Relationship between different levels of r and GDP on the one hand and Equality
between L and M on the other: LM Curve)

faBfa =Asfes GDP &g se®= & ags Hed™ Har »i3 faua &t w9 &9 ses< Jer J, GDP € 99
o9 @ &t fanma € w9 89 I3t wrfaet I At HedT € Har w3 HeadT € yIst <8 AHesT Be, feu
H&e 98 fa otH3 Uug w3 Aufs dog mHms Ifoe 06| famma &9 w3 eAsfes GDP © f3s Fidr &
fie 8= &% ATg LM 99 Y3 59 & J6 | 939 18.9 Hear 79 HI®s 5% LM a9 &t yufs/
fegzufs & Um a9er J1
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&<

fg39 18.9 & 371 (A) GDP ® fg5 Uug 3 Heg™ /9 AZ®6 § UF aJe J 1L & §9 Uug (Hea &
Ha1) GDP ® €9 Uug ® miggy J1 31 B fgs GDP Uuat w3 fanma &t &9 & fisret I 73 & wear
@ Har »i3 yea &t yast @ fEg AN game Juer J|

> <
=
>~

LM

AN

Note: Equilibrium in
money market implies a
situation where increase

in GDP is associated with
increase in rate of interest

B
via increase in demand for

[}
1
|
I
- ~ i
S <o > A ! money.
I
1
1

Rate of Interest
-
ﬂI’
i
l/
Rate ¢f Interdst
T _0
=

“'“"-.._ \\‘k‘
-~ ~
o Q e O Y2 Y Yy e
Quantity of Money/Real Balance Real GDP (Y)
fess 18.9

fg39 18.9 & 3791 (A) GDP ® 3% Uug & Hed™ g9 A356 & UR a9eT J1 M, & €8 Uug GDP @
89 U9 ® a9z J1 31 (B) f95 GDP Uuat w3 fanrA & w9 § fieet I »i3 LM a9 yE™s Jaer
J1GDP ® OY UtT 3 (391 B f<8) famrm & &9 Or I & L, = M (371 A) | GDP &' OY Ut3 »3
Or fami =9 = Huar 371 B {9 fifg B yes a9er J1 31 B &8 GDP & yug fA? &t OY 3 O,
Sger 3, Heg Har fee =foft J<t I 7t veor sag § €3 St wig L, 3 L, <ur 8t I v migy o
& =9 (391 A f€8) Or 3 Td Or, J Afet J10Y, TH3fe’ GDP »i3 Or, fan™ &9 & Futar 371 B
feg fie C yes ager 31 fer 3at fae t eAsfea GDP vme OY 3 OV, fsarr 3, 3 Hedr Har
299 ¥ g8 € v A9as I L, 3 L, 3= ¥, famrA € w9 wex Or 3 Or, J Afet J1Or, favm &
T3 3 OY, TA3fea GDP 31 B &5 fifg A ye's a9er 31 A,B,C nife Afe’ GDP w3 fand
¥ fedn Auar & fie 85 5% Ag (391 B f<9) LM a9 yus J Aref 31 fert 39t feg <ag GDP
w3 fanra € €9 ¥ AUAT § YASS S9€T J § HEJ Hal 3 HET' YIf3 & niuA &8 g9789 a9 6 |
ferer fafasam year gw9 feu AZSs @ d J|

Hed" §79 T MAZSs 3¢ I /e HEd™ € BT HaT Hed™ &t yaf3 @ =9e9 &dt J1fer 39t @
fie LM sa9 @ A 37 58 UTA 7 A TR J< 6 | 8Tgdz ¥ wEt, fes9 18.9 (B) few fiv K eRsfex
GDP ni3 fanma €9 € 8R Fuer § €FeT I fAl Hear € &8t Har Heg &t ygst 3 o 9, &8 (L> M)
fg39 18.9 (A) feg fer 337 fife L 73T LM <59 @ A9 »i9 AfEg I, TA3fes GDP i3 fanrd &t =9
¥ €5 Fuar & UF a9e" I A8 Hedr & ysSt veor E SET Har 3 €0 I (M > L) | fersst LM @a@ ®
F UTH SEt € fag SR veEer a9 € nif3®s § UF a9e I fAl HedT € BTt Har, HedT ©f YISt 3
0 I 3 LM T © ¥Y UH gEt & fig yeer gwe I »ifg®s § U ader 9 fAE yedr &t Hal,
Wea & ygst 3 3u I i3 LM =39 @ 9 Ui 3t & fife wear s ¥ »itess & U a9er 3 faE
HedT yast, Hear Har 3 20 J1

LM 3 € 8&%'6 (Slope of LM Curve)

LM S99 & €86 3 A UTR §3 €t wig Jer J A3 Asfed GDP i3 finrd €t =9 @ &9 dasHa
Ao & UH ade' 3| TAsfeq GDP & €9 U9 & ge J form &t Gt eo m3 st vnm e 3= 9
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ﬁl

o €t &9t @91 GDP @ Uu9 &9 fae-fae efafa Jet I wear Har <ot Aidt J1 fest I8t Hear <t
ygst 3, Hed' € &t 20 Har @ 3e J f fawra & €9t =9 | @m3fex GDP @ f3diT @ &%, fanma
o =9 faaiet 31 fem GDP & 3= I HEdT € BeT uie Hatl #ad Hea™ €t yafs f&st 3t 9 vear @ wet
uie Har & g J uie famrg & w91

LM =59 & 9ueus w3 Sunis RS GDP € ufgedss 3 wea Har &t AewsHissT (Sensitivity)
w3 yeT & Har &9 ufseass @ a9z fanma &t =9 &
HeuoHBaT 3 fsgsq ager 3| fog Hear e et fég | My
gE%T T nigUs TA3feE GDP & sesw 3 <u I,
3¢ LM T4 J097 (Steeper) d&" T, »3 A HedT
Har feg gese @ nigus Tr3fea GDP &9 sew< 3
ug I 3¢ I39 U (Flatter) 3T 97fe | Ad9 HET' @
BT Har e geve &% faura €t €9 nigafonrHs3T
(Responsiveness) We I 3€ LM a9 d0ar »3 Aa9
feg JU I 3¢ LM a9 gueT I grfaer J|

839 18.10 29 LM =9 ¥ AlfiHa gudus w3 dadus
& ferfenr fomr 31 LM, <@ LM, & 386 fRe Admsmit o Real GDP (V)
T I W3 LM, TF AUESHT JUeT J1LM, & HHS

S, Hed™ Hal TF3fex f€g GDP se®< 3 ?U ASeaHI® fes9 18.10
I »3 HeTT ¥ BT Har fRE gewe &% oA € €9 ue ARESH® JILM, ¥ v f88 Hear Har
TA3fed GDP <9 ge8< % W HewaH® J mi3 i €t ©9 feu sese 3 U AREaHS J|

2

THA IS Ta9 »i3 feret fegzufs & Aau R »ug fege Ur a9 |

LM,

Rate of Interest

LM 9 &9 fyAar= (Shift in LM Curve)

LM Ta9 free mr feg HifensT f&3t At 9 fx i3 yag w3 Hear &t uast Afae Ifaet 31 Ao
fege <8 <t ot @ Hifon3T ger fest A 37 LM a9 g furare it Adr | wirt Hear & uast
T s T3 d9e I7| At feg ust geidl fa far year & usst feu =fofa A Ot © e®AguU
LM =53 furaet 31 ferg fo39 11(A 3 B) Irdt feurfenr famr 31

LM 39 € TH'T § YFfes a9 T3 € Yan
(Two Parameters Impacting Slope of LM Curve)

1. GDP feu ge®= ¥ Yf3 Hear Har &t ASwsri®aT: GDP 3T T 2 Yf3 Hear Har € AeTar®3T
st < J=at €&t It Fu LM Jur argdt J<ait w3 feaw €®e &1 fagfa GDP feu sww= 2 yf3
HET™ HaT &t 20 HITsHI®3™ 7 37 J L 99 @ Ad UR <0 furare 31 feger 3@ GDP i fex
forfos g @ a9z r &9 <u =fofa »i3 LM Jur & Jraewus J1

a<: fev GDP T sww= 2 Yf3 yeor Hat &t <u AewsHissT v fafozr €9 Atvz Suser y=fafs
(Marginal propensity to Consume - MPC) €t Afaf3 3, fagfx ae® d=-2= & Afenit (Transaction)
@t Ha1 @ B GDP {35 =fafo ¥ e®A=gY HeaT & Har Judt I & fa AeT yons © &t

2. ' f&5 gEe= ¥ Yf3 Hear-Ha & AeesH®s: r &9 suge ¥ yf3 Hear-Har &t AeesH®3T 3
< L 99 ¢ T%6 3 J| AUAC 39 3 L — a9 € %6 € LM 259 € w%'E 3 yse et I r &g
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'W%Qﬁ'zﬁw—drﬁvma@r% Leaaéhﬁmmaﬁﬁfuﬂwéaﬁl(GDPﬁvuﬁea%%
9T ; OAx, r <9 fAd° we gewe J=a 83t It LM @9 gueT d=dr | ) Ay feg, r &9 ufgeasst
@q%awﬁaﬁﬁ#éuﬁéeﬁwﬁéaﬁ@#maﬁamﬁéwm@fen@@wél

32: L 259 o ¥%s € Hyg f&g Hear Har HE (Speculative) YGHs € &t HedT ©f Har 3 faBfa re
YUires € BT HETT & HaT It r 3 yfsniadn gu 57 FEfts 3, & fa 8=-8< € Afen (Transaction)
o Har @ Bet |

fg39 18.11 2 3791 (A) % i E 3 Hed™ g9 & ggurst Azss J, fil ersfex sarfent &t yafs
mﬁamﬁwéwﬁnmAﬁvf&?E%mwﬁf&?Bmm@m
g yae a9er J 7 fa famrA € Ag®s @9 r, w3 GDP (=Y,) ® fex forfos Uog 3 AHa® 31 7
HEBTE'TUB%%HE’TU@?M T M, 3'M 3 furaet T WWHﬁHGﬁE%WWW
ﬁma@rsra%@%hfmfaﬁﬁnﬁﬁ%ﬁﬁﬁammﬁﬁwﬁﬁ
%rm%;rGDP@@H?WH%W%fEﬂHﬁs?gWB%UEfWWWﬁW%l5’?
gAY LM 59 AR U (LM, 3 LM,) fareer 3 3ifa E fig 3 e /x| Heer yafs oo <fodt few
feg fadt Afast = fiens a<et 9 fM@, GDP ® 99 U9 3, 35 (Lower) famm w9 aw &9 yafes
&t 3 fARg LM Ja9 ® AR U furee @ gu e fewfenr famr 31 fem 397, Fe veor yafs e
Ht J&t I i3 M - Jur ¥ U 3 furaEt 9, 8¢ faor €9 8 GDP ® 79 Ut ® niggy FUTT TraeT,
< LM &9 & ¥¥ UH g fuRaeT

0 Y,
Real GDP (Y)

0 Quantity of Money Real Balance

fosg 18.11

AS HBIE (Self Assessment)

I3 23 a2 adst T Adt w3 a3 &t ufowrs a9
(State whether the following statements are True or False):
7. WAt Hear & Har w3 faura & w9 @ fee g rErfus o9e J1
8. =m3fea GDP &9 ge®< T HEg™ € Hal 3 yge Uer J1
9. GDP g =fsfu Iz &% wear & Har <ot 31
10. GDP 35 guse @ 9% Hea™ Hal w3 fanra <t 9 feu se@= &dt Jer 31
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18.3 HAY™ (Summary)

TI3IHS Mifte e fenrrfimr ager 3 fx »iret 8/ w3 8% W (1S-LM) 29 far 39t fegsus
(Derive) a3 ATE & W3 A3f®3 TA3fea GDP »=3 oA & =9 v fogues farm 397 ger
31 fere wiweT wiet BR- B% B feRdAE 3 WA AHAE Hal @99 (Aggregate Demand
Curve) ¥t fegsus age It i3 fer 3% 3 fimrs S=idr i et 8 w3 8% Bn T furae

(Shift) AHAIG HaT <a9 & furare faet fanmBer T

18.4 HWg€dH (Keywords)

o feg3us (Derivation) - 83uf3 »3 feam |
e H3®& (Equilibrium) - ATHE |

18.5 mf$m™ YHS (Review Questions)

1. IS 59 »3 foret fegsufs v <9ss &9 |
2. LM Ta39 w3 feret fegsufs § ufosris ad1

€39 : AR H&AE (Answer : Self Assessment)

1. AHTaT 2. TEBT 3.® 4. (mf)
5. (®) 6. () 7. At 8. Fat
9. Adt 10. B3 |

18.6 AafUz YA3AT (Further Readings)

&

g7 1. HASfEIBHAA : »iA. ], gadedst, forfenr uafsfaar a8R, 2010.
2. HoSfeaafHar : HGS »is UfSHT : g, »i%. »iigdT, »iA. 3¢ USfSaHs,
2010.
3. nadfexafian & St : Hos Hierse, Steast usafears, 2010.
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*  feagt-19: THI M3 HEIT I 9 fea @9

H3%6

(Simultaneous Equilibrium in Product and
Money Market)

few =AZ (Contents)
€<w (Objectives)
YHAI=ST (Introduction)
19.1 @A3 w3 Hegr gHw v fod @9 A3®s
(Simultaneous Equilibrium in Product and Money Market)
19.2 H3®s T yufs fag deait? (How Would Equilibrium be Achieved?)
19.3 HAE™ (Summary)
19.4 wHIEIH (Keywords)
19.5 fg™ yrs (Review Questions)
19.6 AUz YA3ET (Further Readings)

@¥H (Objectives)

fer fearst @ wiftmis 3 ge fefonraet Gar dJ=at:
o TA3 M3 Hedr gHd U fed T AZ%s Aes B |
o ‘HA3®s T yufs fa? Jeat’ = niftms a9z Bet |

YA3=&T (Introduction)

fea wigE-feerEr ARUTSS AHG=W yafon (Automatic Adjustment Process) It WH3®s 3 F3%6
&g nir At T1 AHew yafonr TAsfes GDP A form & w9 w3 vt fKe seo< for et 31 fon
NH3%s fag 3 7 37 @Az © % Ha-nfisw (Excess Demand) A HEd™ € &gt Hat nifisw vt <R3
¥ %t gt nirfied (Excess Supply) AT HedT © Sgt ugst »ifiew A7 €67 € &t »ified J AT J1

19.1 IA3B M3 HEJ™ g & fed o9 Az®s
(Simultaneous Equilibrium in Product and Money Market)

IS 3 LM TH&T & 99789 d9T &% TAZ M3 HETT &% g 99 fod 5% AZ®e yus g At 31
TAZ I &9 AZ®6 € miagy IS 86 TASfed GDP w3 farm €t €9 (1) ® f3s Atar § Uer a9er
31 Hegr A9 €9 AZss € iggy LM €86 TAsfed GDP »i3 fanm & &9 (1) © f3 Auar § der
ager 1 fa39 19.1 &9 fie E 3 @Az w3 vear oW &9 fea @9 Hass yuz fasr famr 3 fre
IS Ta9 LM 5@ § de foor 31 en muet ¥ IS i3 LM a9 ® f&9 AHs3T (Equality) Tmsfea
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GDP i3 fanr &t &9 € 8R fea Fuar § UR age" J 737 TAZ THY ni3 HET™ €67 § AURT S9eT &
J10Y nmHes w3 Or farm &t w9 8T Auar I 737 IS i3 LM S8 § 99799 ager J1 IS mi3 LM
¥ ST H3®s eAz 3 Hed g9 fed @9 AZss § fanrs ager 31

|

32H IS »3 LM €5%" § 99789 d9€ &% A3 W3 HegT gag feg fed @9 Azss
Yz g Aret I

mﬂ"gm (Disequilibrium)

E fie @ v aet e TA3 /9 »i3 Head™ ITH9 »i3 Bt feu A3®s Uer ader J1 fg39 19.2 &
IS <9 3 AfE3 A9 fie fA” A, B (E fie @ e iR IS
= LM) TRz g9 o8 H3®s us Hear ga9 feg miAgss y LM
Jer 53¢ I61 A, B fae A9 fie fanmA w9 »i3 TRsfex
GDP ¥ €5 {35 Huiar § U 59 I 737 g% ¥9g »i3 g&
83y At 593 w3 foen § w99 J9e J1 fen 397 fosg
192 fS Mg 3 A M, N fie fie R (Efae @
e 1R (IS = LM) Hegr gA9 ffe AZ®s §, Ud eAg
Y MASHS § UF &9 J1LM a9 3 A fig ersfex
GDP 3 fawm &9 @ 8% 95 Auar § UF aJer J 73 HeaT
2 B ¥ o3 yeTr @ Yot § sog e 31 A3 g s S
LM S99 3 »i3 & It IS 29 3 AfE3 I, 8T <R3 i3 Hear 0 Y

&= gt f¥g nHz®s T AaS foe 35| Real GDP (Y)
He 58 , Ao T fig & f&e J1 A7 IS <o @ ¥8 uw fgzg 19.1
AfE=s 3, 88 T em3fex GDP w3 fanra & w9 @ f&x €/
HuaT § UR a9e J fAe &9 g% udw & 83ue 3 U T,
feerge I fafeer g8 3 W I (AE> Y, 1>S)1 3= IS
o9 @ ¥9 UH AfEs ot & e erer 9 f& AE > Y »i3
| > S11S T&9 & Aa uR AfES fie (AR V) ewsfex GDP T
i3 fanma v @ 8 Huer § UF a9er I faE g% B3uw
SHE UM I U I3 feRR 3 W J1 (Y > AE, = S > )
| fer 397 LM a9 @ An uR AfEs &t &t fie (R K)
Tr3fes GDP w3 famA w9 € € Huar § erer 3 fAg
HeT™ HaT HeaT Ugst 320 J (L> M) | feR 397 LM @9 @
w2y Afes &t fag (FR L) =m=fes GDP »i3 fimm S
& =9 2 5 Huer & UF a9 I il peer Syt a3 | o Y >X
I (M>L)| fermet feo A e 33 1S w3 LM =a9 Real GDP (Y)

3 AfE3 &dt I, A 3t <Az g9 €9 AT Hear g9 few A7 fys 19.2

29 9xt feg niAz®s Uer a9 J1 )

ﬁ
m

Rate of Interest

,-<

LM

Rate of Interest
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Jos}
&t gAt AEe I RS wgEfeere Ho%3 AHGEW UIfEaamT ©va WwHISE =8 HI8s
&g At I |

AS HBIE (Self Assessment)

feaz aet § 39 (Fill in the blanks):
1. AHo=W ydfonT sAsfea fara GDP Af A St ee 83 8T o ... B
Aaet 1
2. foRAmuSB Wear faerge I - e Re gt aer=u ..................... J= |

19.2 F3®s € yufs fa? 933 ? (How Would Equilibrium be Achieved?)

fea nige-feerer AT AMG=T yafan (Automatic Adjustment Process) 3rdt WH3®s 3 A3®6
&9 v 7€t I1 AHG=W yafonr Tr3fea GDP A famm Y
& T3 m3 Ta' T gewe foor Aaet 31 fol wiAg®s T Ui

fife 3 7 37 eng @ @t ia-nfoam (Excess Demand) \
7 HeaT 2 B Har nirfaem w3 @RS ¥ et yast nirfaew 4

(Excess Supply) A HEaT ¥ Bt U3t wirfuaw AF E67 . E, \Ea
et nified J AT J1 A3 € BT »ifasw Har GDP @
Uog § Joet § w3 mig=t Har (Deficient Demand) GDP
§ uie gge J1 forH 399, Hea' B8 »ftd Hat foura &t
T g 93! I W3 HEd' BY IR HaT ©f €9 § We

Rate of Interest (r)
-

et J | WHE GDP €3 fovrw &t ©3 &g 3Taidt & o Y, ; Y%
ygge, W3 fovrm <t w9 €3 WHS GDP €9 398! hencaboiitl U
T YJIE WIHRTAT § WHIBS R B AT I | fg39 19.3

Ae HSIE (Self Assessment)
ggfeamnr yas (Multiple Choice Questions):
3. foom g=a &t yafowr @ agz =faft d2aft -

®) nes S (n) uge feg
(®) %3 feg (A7) sars <9
4, IT3QEUWETIECCT ... T 3= I
®) Har () HedT HaT
(¥) year (A) &3
5. TA3 T nifuad Har @At I -
(8) GDP & Uug (vf) PDP =" U9
(¥) ADP & Jug (A) CD & yug
6. IS 3 LM ¥ &9 AZ®s TA3 »i3 Hed™ g9 ¢ fod @ fins &9 T -
(8) Aiz®s () WHZBS
®) %3 (A) aaA™s
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fes9 19.3 f&u fie E, 3 fea =7 FAz®s § feurfenr famr I fAd <Az /9 w3 Hear g7 &°
fme 951 W 88 fa 9% nmies U v, €t s v, 31 feger I few fed fadt Afafs 3 fre foo
HegT & Har uie et I w3 Hedr A9 € Ag®s form =9 (r,) fons Uoe 3 I At fa LM @9 3
AfEs fie E, € »iggu I1 gz mefa form =9 we 3t I nige-feerer &9 <0 foon vow & aner
gETe At | fodn gea € yafonr € a9 nmiEs ST =fofy 396t g niee-feemer fie E, 3
fora Ar<at w3 vinEs 0 Y, I Aedlt | U9 wiHEs @ 89 Une T 3 €9 Hear Hat @ dT I a3
fege niggu Hea g9 feu €9 famra T A% @ utfenr AT 3| 3TaAT fo—n yaw uidr faer
312 fen Ung 3 agt g 2U fagee T 9= I1 AHEHS ©F feg yafonr 3T 3% g@<t 94t Ae 3
f& nigg-feerer nug Benst Aigss fie E, 3 adt UA Afet, fA8 <Az 39 w3 Hegr ga &< fed
=9 Agfsz 3 AR 96 97< r, fanrA €9 & H3®s Yug »3 Y, WHEs & H3®s YT |

IS »3 LM I3 9 fuAae i3 A3ws &9 geo<

(Shift in the IS and LM Curve and Change in Equilibrium)

TR3fea »i3 Hefdx 839 @ A3%s <0 guse 8¢ Jedr Ae Ha9 IS 29 i3 LM 29 #Af ¥a' f&g
frrare 9Ram | R AT wiFt ufost It fanrs fasT I & 9% ude @ Fews wew & efafy @ a9z IS
o9 @ fyRae AR UR JeT J1 9% HIY © ATRS W &g it ® 996 IS Tod T Hfiae §9
YR ge J | a9 LM a9 fest dfenr 3, 3¢ IS Ta9 @ An uh furare @ g9 ersfed GDP »i3
famitar &t =9 2 Atar @ 69 A3®s nieT I| A9 IS <9 © fuRae v8 UR ger J 3¢ feoe a9E niAs
GDP 38" fond €t ©9 @ Auar 3 faHs AZ®s »ier §1 Hedr yast fee gafaft @ aws LM Sag &
fyAae AR UR Jer 3 »i3 Hedr ydst &9 oHt @ a9s LM a9 © fuRae 88 uR Jer 3 fe3 98 1S
59 3 LM 9 @ An U fuAaE @ a9 eRsfes GDP feg =fafy Jet I fawma <t =9 weet I
LM 259 € 98 UR fuAad @ a9s TR3fed GDP wesT 3, fammm &t w9 <ust 31 fo39 19.4 (A) UR
9T 3 fx IS Ta9 <9 fuAa< ¢ a9 TR3fea GDP w3 famra <t @9 feu gew=< Jer 31 ganrst
A3®s § fie E 3 Um otzT fopr 3 fAE IS = LM | foom vow e fie &t =fofu &t 9 IS <@ fuma
IS, I et J1 &< Ages fie E, 3 31 Azw®s fie E,, € viogy Trsfed GDP w3 fanrd & &9
FHEAT OY, m3 Or, I A=t Agnirst TAsfeq GDP »i3 Agnrst fans & €9 3 <0 31 Aews fasn
T we Iz 3 IS <39 AIAd IS, I At I1 A3ws € fig E 3 E, I AT I1 fegR niagu eAsfex
GDP Utd OY,, »3 fawm & €9 Or, I # Hanrst Trsfeq GDP w3 Hgnist famm & v 3 wie |

(A) (B)

]
< § i
. N E
-0'.-‘} ~, L
o \\E ; ;
-g f2 et ek eyt 1] 2
= | \, 14
] LN \ IS,
E LN
& | . IS
| .
{ IS,
0 Yo ¥ Yy 1 0 Y. ¥ Y »X
Real GDP (Y) Real GDP (Y)
fgs9 19.4
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E

cTHE ‘TAZ W3 Hed' feu fod @9 H3®s ' 3 mud fegg UR &9 |

839 19.4 (B) Um age" 3 fa LM Ta9 {5 furare fai 39t Asfea GDP w3 fanm €t w9 & yzfss
gaer J1 HInrst Agss fae E 3 31 Heor yost e 2fofa 95 &% LM Ta9 A LM, J Afet 31
&< H3%s fe E, 3 #F OY, € 39799 GDP € 89 Uug § »i3 Or, ¥ 59aq famid &9 ¢ fors vne
& fanms g9eT I HegT YISt ¥ uie 3T 5% LM 259 AIa LM, I et 3| Ag®s Agad fie E, 3 o
et I 7= foHs GDP Uug OY, »i3 €% fawmm &9 Or, § famis ager J1

AS H®SE (Self Assessment)

J5 &3 o st &9 Adt w3 a@3 & ufoss a9

(State whether the following statements are True or False):
7. 759 LM a9 fezr 3femr 3, 3¢ IS a9 @ A U furae @ ar9s GDP w3 fanra & @9
2 Huar feg €9 Az®s nier J1
fe3 32 IS a9 3 LM =9 & Ax U fyAare @ a9s er3fea GDP &g =fafa Jet I
. f&a nigu-feerer FRRT®3 AHe=w yafonT Ivdt wiA3®s 3 A3®s &9 nir Aiet I
10. AH&=W ydfanT TR3fed GDP A famra &t T w3 It 3T guwe fonr rawt 1

19.3 A< (Summary)
TR3fed n3 Hefdx 839 &9 A3®s feu gese €€ J=dr A Adq IS a9 »i3 LM Tadt @o' 29
furare Jear| AR & vt ufost & fars fazT 3 & 9% ude @ Aews wea v =faft € a9

IS Ta9 = fyAAe AR UA JeT J19% 499 @ ASWS wex feg ot @ a9z IS <9 © fuAA= 88
uR der J1

19.4 HYEdH (Keywords)

o YISt mirfaw (Excess Supply) - 0 mydst|
o Har »irfuaw (Excess Demand) - Har @ nirfaa3T|

19.5 wf$™ YHS (Review Questions)

1. A3 W3 HedT gHW <9 fed @9 AZws v felus a9 |
2. ‘Azws @ yufs fag Jeai?’ 3 feust fau|

@39 Ae H&IE (Answer : Self Assessment)

1. gE8< 2. fagree 3.® 4. (mf)
5 (®) 6. (® 7. Adt 8. IBI
9. A4t 10. AJTI
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ﬁl

19.6 WYfaz YASAT (Further Readings)

&

gan7 1. HocfeaafHan : »iA. &. gadeast, faufenr usfsfrar a@R, 2010.

2. HaIfearaiHan : fearsfHadeyE, SBagers M3 UfsHT : I=9e fE o »is
3fes v, U, =fes gam , 2010.

3. Nasfearafiar : gudt w3 UfsAt : wig. wi®. »igET, WA, g€ UIRaRs,
2010.

4. hadfearafian & &t : wiH. WA, 38, Afegd I UafEdRs, 2012.
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* fearEt-20: 1S-LM HRSA € 35 aradt @
393 Hefaa difsmt &r yge
(Effects of Monetary Policies Under Different
Cases in IS-LM Framework)

few EAZ (Contents)
©<w (Objectives)
YHA3™=AT (Introduction)

20.1 IS-LM H3® € AHIdI/I® Hal <9 ©f fegsufs
(Derivation of Aggregate Demand Curve From IS-LM Model)

20.2 dH3 T feU ges 3 AS339 Add Hed Yas! &0 ARWs gee= d- 3T ot der J°?
(What happens if there is Autonomous Change in Money Supply, Independent of
Change in Price Level?)

20.3 ATE™ (Summary)

20.4 wIEdH (Keywords)

20.5 wfg™ yHE (Review Questions)

20.6 WYfU3z yA3ET (Further Readings)

@ew (Objectives)

fer fearet @ niftmis 3 e fefenradt dar d=ai:
e IS-LM H3® © AHIAT HaT I5 ©f fegsufs Aas BTt
o oH3 Uug 3T guw< @ niftnis ads BTt |

YA3EST (Introduction)

IS »i3 LM = &g fe3 a2 A3®%s 3, Ad9 W3 Uug feg <fafa It 3, LM <a9 ¥8 UR Adser I »i3
3 Uug <9 ot Jet 3 3 LM S99 AF UTR Aaaet 3| feger age feg 3 fa a3 Uoe e =fafy
% THIfEK Hed™ YasT uie Jet J1 HedT yIst @ uwie I &% LM 59 ¥8 UTH Adde’ J 1 LM I59
T 49 UH AJAE &% Hefdd »i3 TTA3fex 4397 @ goniSt A3®s fEg garee vidh J|

20.1 IS-LM H3® ¥ AHIA/S Har Ia9 & fegsufs
(Derivation of Aggregate Demand Curve From IS-LM Model)

wiftmis 10 feg wiAt effmr At fa mHTar Har 29 @ASfes GDP w3 M3 U'Td @ AWdI €@ A3 3
fHmer 3| ferer @56 8 @ UH Jer I farer 3 I atHs U9 w3 Tr3fea GDP ® féu faudis
HYT 1 1S-LM HS% AD a9 fewsus ads ©f o feasius 3asta U ager 31 feg 3t dt Ase Jer
Had niAT LM 259 3 dtH3 a9 <9 gese @ yge @ nighf3 221 IS i3 LM ® {39 &3 A3ws 3,
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fearegt-20:  IS-LM HI9d © 35 agat @ 393 Hefad ifanit er yge

Hiad atH3 Uug < <fadt Jet 3, LM <9 48 UH Adaer I v N

3 13 o9 ffg st get 3 88 LM <39 B UTR AgeET I 1 o
feger gz fea 3§ fx s e e =faf oms eHsfea Hear \ 7
yg3t we Jet I1 Hedr yIst €@ We 9T &% LM Ia9 ¥Y UH

& g AgaeT J1 LM T4 & ¥ UH AAE 3% Hefdd mi3
THIfed 939" & FInTSt Ag®e €8 gaee miet I | Tr3fea
GDP # faHs Uog i3 famma €t w9 @ €9 Une &% fea a=r // d
A3%s YUz der J1 fert 39, otHs uue &9 fagee &% P is
LM S59 @ Al UH <t »id AJSE ¢ a9s, 89 GDP UTg »3 i
fore famra w9 @ &%, o< A3®s AOUS Jer J1 Adq 3o G 2% i e
oH3 et w3 T H3fed GDP § i fest 7@ 3w A AD FORREA
T YU I A 1 IS - LM Ag®s 3 fegsus AD 59 § ®)
fg39 20.1 It U\ 3T famrr T 1

Rate of Interest
i
|
|
|
|
‘\\:
|
m
'\\

| B

ZcH AHJ Har @a9 TA3fed GDP »i3
dtH3 U9 ¥ Auar € A 3 fHeer
31 AD

939 20.1(A) <8 HET™ »i3 TA3 IA'9 © HIst AZSS e G Y, ¥ Y, =
E & U7 a9er 3 fiill IS 5@ LM 259 § deer J| feae u3sa Real GOP (1
Figfsz TH=fed GDP Uog OY I w3 fammm & w9 Or 31 OY fg=3 20.1
TA3fed GDP @ niggyu 3 UTg OP J A5t fg39 20.1 @

g1 (B) feu fifg A It feurfenr famr 31 vz Uoe fee AR ot =fef It 3, LM =a@ Aeaa LM,
J Aet J1 &= A3we fie E, I fA8 IS <39 LM, €59 § & 1 a%mm%vmuﬁn—mmﬁa
GDP OY, %w%n@@’%ﬂfﬂwqéream @w%ﬁn—mGDP( Y,) n3 €&t &Hs OP,
?jﬁsaéw( )%UBﬁ?mtﬂaﬂaﬁzTﬁwalaﬁmBuuaﬁvmﬁazm, LMeaaHaaa
LM2ﬁw%ﬁl@t@aﬁ@’gmﬁaeDPOYz%ﬁazﬂzfaWFrEHOrZ%aaTaﬁirﬂ%r%l€€
Trsfe’ GDP = (OY,) w3 foHs dtHz Uae OP, @ Huar § fes9 @ g1 B 9 fife C 9t um &tz
ﬁlmrr%lAB»@C%?»FHW@EWWADWWUWUWWE@@WW
3 ferer &3 o9 3 Bwe Feg 31

AD 5T T 855 IS M3 LM < € e%'% 3 {5999 a9 I 737 vidl fiorw & w9, o S w9 S
TEH'T 575 [69H Ot ASTaHIBST, IEd, IS 3 TASFEX GDP &9 u&= ¥ HEd™ Hal €t HSEaHI®ST
3 fs939 9w T

Jo:4
Jt AT AEE T er3fea GDP 2 fsHs Yug »i3 fimma & @9 @ 89 U9 3 &g aer
H3%s yu3 e J1

2

Price Level
k|

b
»

AS HBIE (Self Assessment)

feaz aet § 39 (Fill in the blanks):
1. HedT YISt @ We I= &% LM Tag AageT J1

2. IS - LM H8% AD 9 fegsus aaz <t fox UF g9er I
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20.2 otH3 Uud 9 TE@= 3 AL339 HaW HEd" YI3! S0 Aews seo= R 3Tat Jer d?
(What Happens if there is Autonomous Change in Money Supply
Independent of Change in Price Level?)

AH3 UUd & 9e%< 5% AS33d Hed' Y3t @ ARWS g8 3 g< 8 Afaf3 3 3 fAe &9 vear <t
yIst Yafes dtHs Uug 3 Suet A wewt 31 fed fadt Afafs fég weor uadt fee =fofa aF it =
WEIY LM T SHGA™S Al AT 88 UTR AGAEr | US StH3 U9 AfEg 3faer I, LM <09 © A9 &%
AD AJJAr LM T94 € HH UTH AJa® (HedT ydst feg efaf @ aas, otHs o9 @ Afag d &%)
&% AD a9 Hr UTH § fiAgEr: LM 59 € ¥8 UTH Ad6 (HET™ YISt € aHT € J9e,dH3 UtT &
Afag 3fos &%) 5% AD a9 ¥8 uR § furaar | fes Afafant & fesg 20.2 & feurfen famr 3

AS H®SE (Self Assessment)

gofeasuin yas (Multiple Choice Questions):
3. 7u9 8% vz Uugt w3 TAsfed GDP § e 8= 3 Arg yus J At J -

(®) AD T3 (») GDP <59
() CD <=9 (7) fee fes ot ot
4. TA3fex GDP ¥ faHs Ung w3 fanma & w9 @ €9 U9 3 fea yuz Jer 9 -
(®) Agzs () BT HZES
(%) nAZ®s (7) fee 39 ot &t
5. LM T4 ¥ ¥¥ UH AJSE 3% Helda »i3 TR3fed 8397 & FamsT AZss Q9 vidt J -
(®) gaee () femrmar
(®) a1 (m) fer f&9 &t adt
6. TA3fex GDP w3 otH3 Yud € Hudr € AF 3 fimer T -
®) a9 () AHITT HaT <5
(¥) Ha1 <9 (7) fee feg ot ot

2
ZTHE IS - LM H3® 3% g% Hdl <ad ©f fegaufs @ Aag &g »ug fega fimms a9 |1

HonSt H3®s fiE E 3 LM a9 @7 LM, § AIaeT (Yof8s atHs Une 3 Hee yast R =foft @ aee)
A3f83 GDP & Y 3 o) Y, a3 ¥ef I (fg=a 20.2A) fer € niggu (fesv 20.2B) fie A Agad
ffg C J Ae’ I 73T TA3fea GDP At AD &9 =fafy feuBer 3, mefx otz Uus P 3 Afag Ifoet
31 fer 397 AD Ta9 Aad AD, J Aret I fareT 3e yefss dtHe Uog 3 AHTET Het & 89 Uae 31
fert 397, LM 9& A LM, 38T (yufss dtHs Une 3 veer yest e ot € a9s) H3fss GDP
3 Y 3uex Y,qq feet J1 (fg39 20.2A) farer fsfosmam ffe A 3 B fig & refor AeaesT J1
(fg39 20.2B) 3= TH3feax GDP w3 AD &g aHt & 9= 3, Aefa otHs Uud P 3 Afbg Ifoet I
fermet AD =a9 Agad AD, J et J |

AS U (Self Assessment)

I 3 @ st 9 At w3 a3 & ufges a9

(State whether the following statements are True or False):

7. o3 Uug fIT faeee 3% LM <39 € Ad UR Adds © J9, 89 GDP Uug w3 foHs
famma @ 5%, a<T A3%6 AETUS JeT J1
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fearegt-20:  IS-LM HI9d © 35 agat @ 393 Hefad ifanit er yge

8. TH3fex GDP w3 AD &g ot & 3= 3, Shiftin AD curve owing 1o &e
Aefa aH3 UTg P 3 wiAfag afger I Shift in LM function at the

same Price Level
(GRS

9. AD IIJ T &S IS v LM 99 @ T%'S
3 foggg ager |

10. &3 Uoe &9 e ot =fofa 3=t 3, LM
T39 Agad AM, T At J|

> <

-

-

20.3 A< (Summary)

Rate of Interest

-
N

ADTTITEF G ISNS LM AT T THS 3
fogga ager I 737 vidt fama <t wg, fors
o T9 <0 gvo< 5% foen Tf AeTaHI®3T,
I, I 3 THsfed GDP &5 gev= 0 Yai 1Y
3% Hordl Ha & Aewar®sT 3 fodsg ager
dl (8)

2 —>X
Real GDP (Y)

> <

20.4 HIEdH (Keywords)

e HHJd (Aggregate) - IS |
e Ta&d (Curve) - 2T

Price Level
-

20.5 Mf$"™ YHS (Review Questions) 4 -
N R ki Wy

1. IS - LM H3% @ RHJal HaT <=9 &t fegsufs %D 3
T 956 A9 |

2. oH3 Uue 30 5u%< 5% AS339 Ao HEd" s VY
Y93t 39 ARW3 ge@< J° 3T ot Jer I? Real GOP (Y)

€39 : AT H&AE (Answer : Self Assessment) fess 20.2

1. 99 R 2. IS 3afoa 3.®
4. (n) 5. ® 6. ()
7. At 8. B3 9. Aat
10. TBI|

20.6 HYfG3 UASAT (Further Readings)

&

gaH7 1. Hocfearafian : g6t »is UfSH : »ig. »i%. nirgaT, WiH. g ugfsars, 2010.
2. NaSfearafiar : »iA. d. gag<ast, fonfenr yafsfrar T€A, 2010.
3. HodfearsfHar €t &t : WiH. WA, &'H, ATES o Ugfans, 2012.
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* fearEt-21. 1S-LM @H<9 € g% araat € 393
festor Sifanrt &7 yge
(Effects of Fiscal Policies Under Different
Cases in IS-LM Framework)

few EAZ (Contents)

©<w (Objectives)

YHA3™=ST (Introduction)

21.1 Hefga »i3 IHaHEMT 315t (Monetary and Fiscal Policy)

21.2 Hefgx 313t »i3 AHgar Har (Monetary Policy and AD)

21.3 ¥efgx 313t w3 AD a9 &g fuAa= (Monetary Policy and Shift in the AD

Curve)
21.4 TJHdHMT &1t w3 AD T&9 @ AaE (Fiscal Policy and Shift in the AD Curve)
21.5 HAE™ (Summary)
21.6 HIEAH (Keywords)
21.7 wfg™ yaS (Review Questions)
21.8 wYfgz yA3d (Further Readings)

@ew (Objectives)
fer fearet @ niftmis 3 e fefenradt dar d=ar:
o Hefgax W3 THIAHMT 33 Aas Bt
o HEfdR B w3 AHIaT Har Aas BT
o HEfdx 31t 3 AD Ta9 © fuAae Ass &t |

YA3=&T (Introduction)

WAt fea fed fadt AfEst e niftmis age o fAR fee Hefax wiftardt, Hefda &1t @ Guaes @ Ju
&g fanra < €9 (Hear yast & gA®) w foauds a9¢ J1 Ae famra &t 9 f$g it § At I 3t
feg feRs93Ha (Expansionary) Hefda a13T € Haz der I »i3 A fana <t w9 feu <fadt =it
At I 37 feg Ha@a3Ha (Contractionary) Hefdd 8tf3 & Aaz der J1 IS - LM H3® 3 niFt A
ga 3 fa ‘v &g =fott v yafs feu ot 3° Adfus I Aefa ‘1’ &g it & Ay yeer uafs o
Ifadt 3° I i3 A€ ‘r’ g Tufenr Aer I 8€° feT nivafeere &9 weor yIfs T Faws & Fas
fder I 7 ‘v’ g Werfenr Ater I €€ feg Hegr yafs T fersw & Has Jev J1
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al

21.1 Hefdx »3 IwawHmT 315t (Monetary and Fiscal Policy)

Hefga w3 g 315t | yge & niftns ags & T IS - LM HS® € yudr di3T A7 Ao J |
AD ® U9 3 ygfes a3t 3 (IS - LM H3® € Hedg ff9) |

Ae U (Self Assessment)

fea= gt § 39 (Fill in the blanks):
1. Hefad nifaardt, Hefdx 813t @ Suads @ qu feg famma @ eg & S9e J|

2. Hedr € YISt 9T 5% LM Ta9 9 & AJSET J1

21.2 Hefdx st3t W3 AHTAr HaT (Monetary Policy and AD)

WAt fex fed fadt AfESt & niftnis a9e of faR €9 Hefax wiftardt, Hefdx oISt @ Buaes & qu
&g fanr < €9 (Hear yast & 9A®) w foouds a9 J1 Ae famra &t =9 f$g it § At I 3t
feg feRs93Ha (Expansionary) Hefda a13t €7 Haz der I »i3 A¢ fonre <t @9 feu <fout =izt
At 9 37 feg HggasHa (Contractionary) Hefda atf3 € Hazg der J1 IS - LM H3® 3 niAt AE
ga fa ¢’ f&g =fadt vear yafs &g ot 3° Adfus 3 Fefa ¢’ f&g ot & Ady Hear yafs &g <fadt
gl %:ﬁ‘r’ﬁwwﬁﬁwmﬁmﬁamwﬁﬁvﬁm@ﬁ%ﬁ?
I AT ‘g ueenr Aer 3 € feu Hegr yIfs T fems & Haz ger 91 veor yast e =foft
3= 5% LM =99 Kt "9 & AaaeT 3 w3 forfos ahvz Uue 3 feg AD a9 § A Ul § Aoarger
31 ﬁeﬁwmuﬁf&gmﬁwe&aauﬁwﬁm@?%»@hﬁssﬁ?ﬁméfWADm
& v3 R fararger I feor fg gt B o, 7€' AD AH UR § AgareT J 3¢ TAsfed GDP &g
eﬁﬁaﬁ%»@ﬁauﬁuﬁsm%ﬁmﬁaewﬁgmi}aﬁ% fesrfafant & fasg
21.1 &g feurfenr famr 3

|

-

BH HeaT ygst &g =fofa 9= 5% LM a9 At U § AdaeT J »i3 forfes atqs
Ugg 3 feg AD wa@ § An uR & faraet 31

AS H®SE (Self Assessment)

ggfeasuin yas (Multiple Choice Questions):
3. 7E AD Td9 48 UH § AgdeT J 3¢ TAsfea GDP &8 gt 9-

(®) et () rifoezT
(e) =fofa () feR f9 &t st
4. FIEa3HA IHATAW a13t feg IS 259 AIaeT T -
®) iz St mig (nf) Widr & wig
(®) 83 dtnim (A) B3 & vig|
5. feeraess 3 foermS A Stweefe ... Aeg 3 31
(8) nizgs () B
(®) wiers (7) fee 29 ot adt|
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&2 6. % UJY ¢ ASWS wea feg 3 fan <9 & ges< dT &% IS Tag feg nier J -
®) ga=e () ferar=
(®) fare (7) fee f&g a=t &t

21.3 Hefgx 5t mi3 AD T3 & furare
(Monetary Policy and Shift in the AD Curve)

feoma & =9 &8 Or 3 Or, 3a & &t LM 259 § LM, 3& furaiet 31 (939 21.1 & 31 A) |
foRfes IS *d9 3 LM <9 € furas a7 AD @9, AD 3 AD, 3& An U fuAd Afer 3, Aefa oiHs
Uug OP Afeg afdet 31 (31 B) | fer 39t famra &9 <o =fott LM a9 3 LM, 3% furaret 3
# »id AD 39 § AD, 3a furaiet I »iz famrA v9 f gew< ¥ eBAgY AD 249 furaer I »i3
wafes AfgasT fenmBs few Aofex der J1

Jozl
a1 AT AEE I A9ag & graHE S5t & sEwe &% & AD <59 fou furare
nigr J|

21.4 IFSHMT B w3 AD TT & A i
HJgET
(Fiscal Policy and Shift in the
AD Curve)

A9 & IHAHMT &3 ( AIa9 & o9, u99
3 o9d HIdt 31f3) &g gew< 3 & AD <9
(IS za9 feg gEw= gdt ) feg fumae wler
J1 fer393Ha THSHMT I3 (a9 @9 we J9aT
3 AE9Hed 99 § =Uge) IS T&9 § Ar UH
AItEr I 7 widl AD ¥a9 § (Fmsfea GDP < ) S
=fat o) yefss otHs U 3 AR U Aaar fder @ ? Real GDP (Y)
J1 fert 397 Agua=sHa IHaHEMT &3 (Bt a9 Y
T9 »i3 We Aegrsd y99) feg, IS <59 filg & uR v A
AIaET I # widl AD a9 § ¥8 UH Aeaer J1 fo39 \
21.1 A feast Afafwi & fenrfimr ager 31 fifse \ N
21.1 g g1 B <9 gonrst H3®s g Rie E3 yae
a3 famr I fAE IS = LM | A9a9 & feAsa3Ha
(Expansionary) IHaHM 33 3, IS To9 A9 &

—

Rate of Interest

Price level
o
m,”
>
m

~
o \"\

IS, 3 AfeT I 5= H3®s THSfex GDP Ung OY, B e RS
31 efx yofes dhi3 Uae 3 Afss weer uefs 3 S DA
AD FI& & AD, d Afet 31 ¥R A e9 =T &
Or, I At I 7=t &t AIa Idt nuaTet ferRrarsHa $X
i it 2 fegu 31 e it mfafs e irefom © i B 8
niftardt Hear yast e <fafa &t nigHf3 € AT -
J fA¥ e®ATgY LM 59 AIR & LM, J Aret I ni3 fo39 21.1

2
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feargt-21: IS-LM H=Ix € {85 aaat & 393 fedin difsnit & yge

o ©9 ¥2d »iuE JInSt Utd Or 3 fe Afet J1LM T € AdaE & 9@ AD I € AIX &
AD, I A&t J1 BT famid &9 Or ® niagy IS - LM H3®s E, 3 AEfuz der I »i3 E, It AD
T Ugg feurfenr Aret 3 9T o YBfes dH3 Uug OP € niggu 31 TA3fed GDP <ux OY, J et
31 fermet Ao Hefda niftardt farm w9 § fere gonrst Uog © oAe Jus et Heg yIst e
<fofa ager I1 (Aot vow o =fofa 3 ufost At 8o wiut fersasHa IwaHw 815t § Uaa
e ¥ U fég a9er J) 37 ngu-feener @ €9 AD »3 Tr3feq GDP (wufdeaf3s o3 Uue @
&%) Urfen AT ug He3 feg I fa famma w9 § €2 Tt &3 fesr AR | AoaT Ad9 AaueSHA
(Contractionary) ITHSHIW a13T niusTet 3, 3t feae €%e d=ar|

2

ZTHA Hefga m3 IAaHE 315t 3 »ud fega fanms a9

WY f'g (Key Points)

o IS T3 (IS Curve) - feg famma &t w9 83 TH3fed GDP ¥ AGdr § UH 9" J 73" 993 »i3
focm »i3 3% u9g mi3 IF B3uTEs 9 ANTR3T fanBer I

o IS T § feusus 9T € TEH (Steps to Derive IS Curve) - () fo<r »3 s &t =9 &
feu A=m, (ii) foem ¥ygg w3 TAsfea GDP ® <9 Aa|

o f5Sm ¥ia1 %5 (Investment Demand Function) — f&ae 3 < faem w3 fanma &t @9 @
feg % Aau 2@ % T

e IS TT T TS (Slope of IS Curve) — IS T3T € T&6 TF € vig Jer J Az foma &
T3 w3 TAsfea GDP ® 5 fz=sHa Aeu § fanrs ager J1 form &t &9 KT sev< &5
TH3fed GDP T ses< & vigu's 3a9 fersg Hritnr 7 Ager I

e IS T59 T fyRa= (Shift in the IS Curve) — 3% HJd © AIW3 wea feg €t fan e &t gew=
T 5% IS Ta9 feu furar= wier 31

e LM T3 (LM Curve) - feg Asfea GDP w3 famim w9 € €5 35 Atar § UF a9 J 7"
HET™ & Hal »i3 Hed™ & yIst § AHa3T fenmBe Ia |

o LM =33 § fegsus a3z € IEH (Steps to Derive LM Curve) - (i) Hea™ Har, fammm <t &9
3 TR3fea GDP < feg Hau, (i) Hea™ Hat »i3 yast & &9 AHs3T|

e LM 359 & %% (Slope of LM Curve) - feg €3 & nig w86 T Jer J 73 er3fex
GDP »3 for 9 ® &8 dorsHa Fau & Ao feer 31 feng famm & &9 ke seoe »i3
TA3fed GDP &g ges= & nigu™s Irdt Hrfimr Aret 31

e LM =9 furar= (Shift in LM Curve) - LM a9 39 fiAare Hed™ &t Har »i3 Hear <t uast
feo suw= ¢ a9z Jef J1

e TA3 M3 HEST g &9 f&d 9 H3®& (Simultaneous Equilibrium in Product and Money
Market) — SA3 g9 W3 HeaT gAY < fed @9 Agss B8R fie 3 Jer 3 g IS a9 »i3
LM =99 fext gn & deer 1 feo ersfea GDP w3 fanrd €t €9 € Audr § UF s9er I 73T
B3ume & Har »i3 ygst »i3 TRz € Aar i3 YISt § g9 ager I

e AD t feg3uf3 (Derivation of AD) - IS-LM H3% AD a9 ©f fewsufs feg Heearg I1 aiv3
Uug feg =fafa @ ewAegy TA3fed Hedr yast weet J farer e LM Tag @ Ule <t »ig
frraeT 3 i3 fere nisgu A3fE3 TH3fea GDP = fars Uoue farer 3@ AD = foHs g
J1 fermet AD & femsufs otHs Uud w3 @A3fex GDP © &g 8%c Hau = ufgam I
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& o ¥efgx &t M3 AD (Monetary Policy and AD) — feR393H& JHGHIT 313 ® &9 LM <9
A U § faraer 31 ferer fsfosrag yefes ahvz U 3 AD & »idr (Forward) § AeaeT J1
o IWaHW 15t »3 AD (Fiscal Policy and AD) — feR39SH& THAHIW 313t © a9z IS Tad
A UH § AgaeT 31 feger fafosan yafes otHs Uae 3 AD & »idr (Forward) & Agae™ J1
AS H®SE (Self Assessment)
I3 &3 a2 adst &9 At w3 a3 &t ufoers a9

(State whether the following statements are True or False):
7. 1S-LM H3% AD I ©t fegaufs feg Hewars 31

8. oH3 Uue fIu =faft ¥ euA=gy TR3fed Hedr yIst weet J1
9. AD @ feg3uf3 dtH3 U9 »i3 TR3fex GDP © feg 8%c Aau v ufge J1
10. femsm3Ha Hefoa 3tSt @ a9z LM Ta9 & U § furser 31

21.5 A< (Summary)

feR 39 wegr YISt fRE At LM Ta9 § ¥8 uR Aoaret 3 »i3 forfes &hvs uae 3 feg AD
T59 § ¥ uh furarBer 31 fear 9 ot Ha dt, 7€' AD AR U § AodeT J 3€ TR3fed
GDP &g =fofa g&t I w3 feg ¥ uh § Aaer I 3© TAsfed GDP &g &t g=t 31

21.6 HIEAH (Keywords)

o JIHAHT 13 (Fiscal Policy) - feiw atst
o Hefgx (Monetary) - HedT Hadt |

21.7 Mf$"™ YyA& (Review Questions)

1. Hefod w3 graHe $iSt § ufesfis ad|

2. Hefgd a1t w3 AHGaT Hat § AURE &9 |

3. Hefox 1St w3 a9 &u furare 3 3At &t AHST 1

4. THIHMT SISt w3 AD 59 € AJSE 3% IIST ot 3 I?

€39 : AT H&AE (Answer : Self Assessment)

1. foguaz 2. e 3.® 4. (®)
5. () 6. () 7. AJt 8. AJt
9. AJt 10. B3|

21.8 HYfU3 UASET (Further Readings)

&

g7 1. HadfearsfHan : Has HieAse, 3t st uafsars, 2010.
2. Rasfearafian : »iA. d. gag<ast, fonuenr uafsfrar a€A, 2010.
3. HadfearafHan : fearsfHaacy, SBagers M3 UfsH! : gage f& TB i3
3fes nw. Uus, =fesT gam |, 2010.
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fearet-22: méfs

ﬁl

feargt-22. AGIHS

(Inflation)

few =AZ (Contents)

€< (Objectives)

YAI'=&T (Introduction)

22.1 A3 (Inflation)

222 AeHf3 ® yag (Types of Inflation)
22.3 Felf3 ni3as (Inflationary Gap)
22.4 REH3 ¥ y3= (Effects of Inflation)
22,5 nAetf3 T fawsaz (Control of Inflation)
22.6 HAYH (Summary)

22.7 wWI<aw (Keywords)

22.8 wfe™ yas (Review Questions)
22.9 w&fuz yA3at (Further Readings)

@<H (Objectives)
fer fearst @ wiftmis 3 ge fefonraet Gar J=ar:
o FEIf3 g AoE BET

o HSIf3 ni3T® AaE Bt |
o FEI3 T Y3T AGE BT

o FEIf3 T fousas ABe &eT|
YA3=&T (Introduction)

Fat & TAINT W3 AT § HdteE € WAl go'T 99 HeEdT € Faf3 feud ¥ yErs soet 31 feR 39t
HET™ T HS TAZT i3 Aeret 3 Hed™ @ wifties § yae ager 31 ferg vear &t udte mafs ® gu
feg fans o3 77 Ao 31 HETT @ 1 T gew< He Ung 98 ses< § UF (reflected) sgeT J1
R 7 ufors fru’3 @ fusd wifths 9 AHTSWT A7 & I, HET™ ¥ H& w3 W HE UT9 yfseHs
Haftz (inversely related) I1 HEd™ ¥ H& € W2z w3 0T ¥ 7% WTH HE UTUT HA 0T AT wieer
31 fere nigAa, RS A niRet3 & Afast v Jet 31 faBfa ve = sew< Sost AY &5 3
ygfes gger J1, H HET" o ATTEST 576 AT a9 6, M3 AEHS »i3 nuRcHs &t west § mser
HIZRYTIE =T |

22.1 FE3 (Inflation)

A3 e nidd 3t &g ygas ger foor 31 fer mae &t »iH U &8 ARESS, BAM (precise) W3
fefamrfaa (scientific) ufggmr BT gg3 afss T1 7€ Yz 39 3 AeIe-Tel 576 AHIMES yf3fafa
U39 HeT™ yEs fe et A, 3t Aelf3 6 fed fadt Rfast Aufsnr Afer A, far e ye@s fRe Hear
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o 19T ferg ARSfES 9T 98 ot ©F 39T 3 <u et At | J8t-J8t Aeif3 & fer a9 § &5 fosr
famm n3 REHS @ BR AfESt € gu e Afenr AE war,fAn e yess €9 Hear & vzar B3ues
g =fodt &t 3%a" feu 3t 3% <ua fagz9 W =fout & a9z g=<t A1 a%ads (Coulbourn) &7
& fedt 3= 3, 7F° 8 AEH3 § « =gz uie wAgn © AR 593 <u weer” ¥ U R ufssfhs a9e
I5| AHIT (Kemmerer) & fog fegg a9e g6 fa A3 8 fems J=dft , 7’ @ &9 Hear &
HT3TT @AM w3 Aeret ©f 3f3x H=ar 3 < Jet 31 ferset, uforrs fegraurar @ wigA, Hear
€ H39T Hed™ © S e st Idt Hat <t <fadt € &t 839t I1 Hear ufgns fRui3 3 miarfas
feg ufgsmr yaar few 3¢ 3 At Idt , A€ 1930 A & HT™s Het & Hedr @ ufs frais St
Aiviet § Bewrfes a9 37 | W(Keynes)ﬁﬁ%mféﬂuﬁwamm
fisgr fapor | d6H € AHGSI6 MSEAASYT T (Pigou) & AEIf3 @ HES »THES € ge®< € Had
fég ufgsins oz 31 BRe fegg €9, AT Hed™ nTHEs widrs fafanr 3 S0 wiguts &g < g4t
gt 3, 3t A3 g3t afddt T

dtoR & AEHS € o9e § Yo IAard €t wes 5% 13 fésT| Ular @ A, dter 3 AEHS 3 1 Une
o <fott &% Fau &3 3, H YT JAdrg € AfESt @ gmie niAfsse &g w8Et 31 €A% nigA,
A3 & Aeu He Uue f& 8R =fodt 5% 3 7 yas rare Yug yus d= @ gme et 31 e <fodt
&t fern mfest <9 nigafeeny feg B3uTs adt <tar|

dten 3 fen AeEif3 § 83umes g =fodt @ &% det We' &g <fodt 3 <der mHfsnr 31 Aee few
nigEfeeHET YIE IHArY YUY ¥ BB oW I3 gt et J, 3 I3T fasst &9 Sowere Sa mi3 niywas
ARG Hoe 3¢ 96| fer Afast @, vear @ fersw @ ufsew Ay Ha e =fodt y=t e &
3eH HE UT9 § , g%ia 83umes &t 39 § &t =uredr | ¥ Uog ©f fern =fadt 3 AREAS (reflation)
7 wifii A3 @ =gar &9 Iftmr Aer I AREHS & /et f9 W 38t »i3 AftT afs o5 <oe
75 | faBfa vt €t =fadt e ygre 83ures &t =fadt € &% 43H J AT I 1wH3T 3 fAdt <o gdmerdt
get 3, Hedr yafs fie =fodt & st &t »imr 83ues § suBs <u Fgeasr 31

|

-

BH 3HIT & U3, A3 8¢ feuns d=dft , A< @ &9 HedT & H3IT @A3N
w3 At dt 3f3x H3aT 3 2T Jet J1

JA5H T WMEATT , YIE IATT T »ieAET 3 HET S gearst efadt 21 € et TEste 9, fafa fen s
83ures w3 Jrarg T efadt Jet 31 feg nigafeerar 3 Het € digt ufgeinr 3° va3 get Jifeg
A9E9 IdT BT II® AfegTas Yf3 nurct3ardt 8uret (deliberate anti-deflationary measures) 3wt
As< 3, AT e 5o fausH Ant 3 ude Ae g6 1 HsT 3, Yde Jrdre Uae © g vt f&g <fodt
nigafeerET ¥ &t ot 57 37 , fa@fa 83ues w3 Jmarg &9 St wiagy =fodt &dt gt feo
W%m%ﬁmmmmmmm%wmam
g, ﬁﬁwﬁnﬂ%wﬁeﬁﬁ%wwm@wﬁﬁmmaﬁ% | feg U,
H}ﬂﬁ 339 (machinery), H®33 9 (infrastructure) & FfHS H=SaT w3 Se@ielt Azart @ wig=
e wiZest € d= @ J9 Jer 1 feust wizwst € a9, Hee J, fod forfas nierer @ ud H& yud
feg <fodt B3ures &g =foft & Ufss & a3, o&ifa 8n 3 Udz Jrarg & e YUz & ISt 3=
feg fimrs 2= €t 9% I fa ‘REH3’ How T 3793 <941 fed TS ¥F € et YGar ot3T A7 AdeT J, iR
Hfenit & retf3arst =faft @ &% Hay i3 uergat & §9raret feans Jet 31 2aAeTE®, JareTes
HHts, ferurs, orfes, 2aeq, fenmurfaa 3ist, wiH wifstrfae (General engineering), »ife 8Gar
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&3 fed o Berags a1 feu UHt, aHts, 339 (Machinary), H®g3 &9 (Infrastructure) & Az
HT3T™ »i3 3BT famiTes & wige T9dit nizgst @ Jras Jfenr 31 feg wizgst @ a9, feq HiHT 3
e He Ung &g =foft 2 ufserregy 8sures & Jusr Agdt adt 3, mefa er f&g yss Jrarg &t
AfEfs yus 5t &St I1 Soet Jet AfaesT (AF S9mardt) € & Suet It A3 & AHfimit § Afeg
A3 (stagnation AT slumpflation) T &' ¥ &% AfewT Aer T |

afgesT (rigidity in wage structure) ® &9 1970 © A% feu niafaa Ao feg Afgnr famr | feg
AfEg w3 ASHS & Audr J, fAe AfaT Fae AfE9sT 3 w3 ASHS FIe Hed™ AGHS 3 fonr famr 31
Afeg ASH3 & Aetf3ardt Het & faor aet I fatfa fei Het @ s Aetfs & 8t = uret et 31
feg A3 e aaet I8t @Az g9 & U Har © &% nigg-feerEr fE9 Sorardt deT a9dt JE HIH
o W2 HaT @ J9 @ 5% T

fen fearet feg it et fanfimr 3 fog AURe I & AEHS & 3 f9s niqerE3fonr ¢ ®e, feoe
et 83wEt agst @ 3% Hag feg It Su-2y 3% J At J| A8 3 vingdt ufgeHt e Age 3, feger
asdr fod It H3®T J, I wiH He o g =fafd)

feat nige-feerer 7 =fofu & Agdt €9 & g7 <u 3w &% feafhs d= © afim a9t 3, 898 Felfs
T ATHET J9TT UTRdT | AT IISHE HE% U9 3, ATAY nige-feerEr grdt €fe3 (released) FATST
3 <0 T @ SHET 3! J, 3T ufdev ASHS J AoeT I1 °F AEIf3 @ % U3 I Ao I Ae wida-
feerEr ¥ f T9ar B3ureasT & =fof &t aA 37 578 MUE AUHS »HEs Wi § FUGS € SHST
9e J1feg 3T 3 i AaEt I, Ao9 Hoeaer € I9E A3 W3 AT € HaT wigg-feerar ardt
B3us fers a9z & gA® 34 &% Juet I

Jocy
at AT e T A3 & Aau % Uoe @ 8r =f9fa @ 5% T 73T yIs IAdre Uug
Yz JF 3 g got I

AS H®'SE (Self Assessment)

feas @=t § 39 (Fill in the blanks):
1. A3 USE JAaMe 3 g Hea=r e v TS e ... w3 It =faf I
2. Felf3 & ganr3t nierg 39, Hs sg3 We v9 3

22,2 FAEIf3 8 ya9 (Types of Inflation)

ASI3 UgE IrdId 3 g€ Hede' ¥ »iTH UT9 {39 a3 w3 gdt <fafy 31 niog-feerer € HE Uoa
&g fea A feg W39 0.2 A 0.3 yfsw3 < =faft ¥ gu &9 <9=s a9z @ War adt I Aaet 3, fatfs
feg yorus &t 31 feR 397, fox A fea frdt @ W Uue 2 yfses 3 g A wis ght f3urdt @
3 yf3m3z 3 f3ar A=, f3t fawrdt feu 4 yfsHs 3 <o A< i3 a9 o8t fantdt &9 5 yf3mz 3 f3ar
A< 3t ferer vAeS 3 fox AGSaTdt a% @ gu <9 T9ea &3 A7 AeT J | @J BdIsdl AT <A
§ W& &g =fofa vigge aost wrfoet T1 g3 ez € Wy T =fofa, Fefa 59 emswi @ v i
famree 9=, 37 feng WA 5% A3 ¥ gu &9 yaas € Gar HrenT Arear |

A3 € BAH 32 § AHST 3 T, 35 narat 3 AEtS € -3y yarat § AasT Hoseyds J|
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1. ASI3 €t &9 ¥ U9 3 (On Basis of Rate of Inflation)

W <fadt & ygssT @ w9 3, Aelf3 § s yarat &9 sgaitass &3 a Aaer 3, 3= () Jaet
Jet RElfs, (H)Eaﬁaﬁﬂaﬁ'%n@(a)m%ﬂéf@

(&) I Tt A3 (Creeping Inflation) — AEH3 & gIwist nieTAET fé9, HE® 903 We ©9 3 <00
5| Hear ©f fer He 9 § JaEt 9t A3 Hifenr 7T Aaer 31 29 <t ferer ufons AT HAGS
3, I3 migeRHESfon 3 3 Yf3Az 99 A 3 & A3 § It 98t Aetf3 @ gu f &fimr 31 =3
nEERHESfOn § W3, WS Un9 9 He =fofu nrafea =fofa @ ®et rgdt Afafs I1 & =9 &5
Joe I Wy foom B & Yoz ye's a9 Aaw J1 feg nige-feenwr § yaifsdu A% (stagnation
trap) &g 3= 3 gor @4

() €<t 3t A3 (Running Inflation) - #a9 He Jaet It A3 § 80 AN 3& nifew3fa3 3fos
fesr A<, 3T U Uog < <faft AN € 5% U Ha3euds »i3 39 ! (more marked and alarming)
gz Aet I1 feo €3<t 38t A3 v Aegu odz &9 3t 31 f&d fadt nerwr ff9, H& ®azar 8 3 10
Yf3n3 99 A fAQ 3 =9 7% 0 I | €3 I8t Aelf3 fea 93<at a3 (waming signal) 31 feR
nierEr feg Aetf3ardt yfeafant (inflationary tendencies) & Ja= € et 88 fe3 98 Bare Qumn
799 I5 | HE9 AN 3 feg aeH & 91 AT, 3§l It ACI3 583 mHST i3 fer 397 80 AN fevm
THaH g it It nige-feerer 8onss og Aaet I

@) »if3 A3 (Hyper Inflation) - 7T Hefdx yrfuardt g3« 9t A3 3 fouizas ¥ 88 g5 37
feg wif3 AES & ufgew Jet J1 fer AEHS <t nmudt nierEr 3, fHE H® Uu9 <0 AaE ©f agt HiHT
&dt d&t | fer nerer 18, He <€ 37 €9 5% U< I | fer 397 & Aef3 § Aoue A e&fal AEIfS
gt foar amt 31

nif3 AE3 f39, & W& @ 99 Suz & et a9e I, ferset, 89 AEHS (conscious) & niaA™s g=
71E I6, M3 HET' § g3 37Ed &% HIY J9¢ 96, e &% yges 91 <u At I falfa ¥ 53
€@ B9 3 BUSd 3 HIY S9¢ Io, TeRmE 593 3 Bud (M) wifs FElfs e forisds ags ¢ &t
AgdT I9-FetfSadt ASST € YISt ads &9 wiFes Sfoet I1 AIa9 § uie & fe3 feemEr (deficit
financing) ¥ AUST &' Ut I, AZT @9 ASH3arat I

wif3 A3 3 99 dtH3 3 ¥9 & sfoxr wrfger 31 fego wiafoy yfaforr f&e fers feare Uer aeet
31 feg TgsHs Aia w3 viafea yfafan & wirst 839rtesT (Very survival) 8 Aae feg & ur
Aaet 9, AR &% nifent@ vi3 wiA3HE & fenmua nigse Uer Jer J|

nf3AEHS & AE3’ g9 QU »isowy & It &g Sftmrt fapr At s <fodt sanar adt /Y, e 3%
feg gu y9= TS & TR B g7 adt I I | I-T3 fEF nmHEs w3 Auf3 | A gut 3 v B
vy fesr| fer AElf3 & Aovat e TRiet w3 #ut Ba § g9ge a9 fosr, fed3x fa Aovs € HitmiH
91 T & Af3neH a9 fasT|

2. fsti33= &t H39™ @ Mg 3 (On Basis of Degree of Control)

fotizaz € H=Tr @ viorg 3, FEHS § ust w3 efHs Aelf3 g efnr 7 Aaemr 31

() y&t A3 (Open Inflation) — AEHS § ywr fagr Aret 9, 7e WS fas faR »edu () w3 fotizas
3 ®ar39 Jge I fHEes gsHs (Milton Friedman) © reet &9, feg “fea retfzardt 3dtar T,
fAe ST ATt ¥ fatizas w3 fiest - o<t Sastar gt faer 3, He § <ur fesr et 31 7 feg
g &9 wif3Ais fég usH T At J1 2. A »i%. 3 (A.C.L. Dey) © H3™==, u&! A3 g3 fed
fAg sewe 3 gg It I, fil T93Hs HE 3 BUBET T AET T AUIE HaT § HIHS 9T nHsT
g gerSt HE =faft v ufga It 31 1ueT 9 w3 <faft Fegm &t yfsafaniet 3 gfezs det 31
(d) =fi3 A3 (Suppressed Inflation) - fer 397 €t FEI3 & 9, Hag U Uue © <us < Afafost
Jet I, U9 ¥ fousaz i3 fousfaz fe39= (rationing) T9ait AIaTdT Stf3wit ¥ YGar It W& Uua
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§ Uz a4t fesr At g3 niAgOE AfEfan, iR Sy @ wEt ot Alf3ardt vuw adt wT foor
ger, & 253 fir Jt fowisos Bumn v fasT Aret 9, ¥is <o Aet 31 e Aelf3 © € 3 g6, uat
Bu3arsT ygw & g w3 Ha = fegws |

e Hge' ¥ <f9fa § Jaz & st aifsnt s=et Afet 3, 3t efiz AEs Busar uaw e Feas Ufes
SOt J1 GUas ¥ ST, 1 =faft @ yfsgw ygret § oo T w2t Aga9 fesdz fousas »3 99
fotizgz &Aoo &t I1 cHAegY, SusasT i3 ToH FuST feadt aget 9, faBfa feu €5 wmgmi §
ydtes f&g wAmHeE 3, fist § 8T T93HS ST w3 niHEs UTgt 3 TT8T T51 AT € HaT (pent
up demand) 8g g3 Tt W3 Aeet § udles 5% yar get J, A€ <t 8o U Jet 31 fouzaz
T BHT AN (pent up) HaT § fest <o <ar feet § fa fowisas myg<t (ineffective) § et I w3 a&T
gH9 (black market) UeT Jer 31 fermet afHs A3 € fRva®, U wirEst gu 3 <oz 3 3d A
T5, a9 W& § 83 Tol It AesT it Faf3vt Hoe et 91 feg fan & Ae o< Aaet I, 7o Sust
& fevmr goz v Har fieer 3 farer ufgey ust wifs A3 det 91

o3 A3 @ gz fex 39T & <A 5% od 397 ©f <A @ Har e feess & T A 91 falfx
JJ TAZ & THG W3 fausdE ads Ase Idt I, ferset 93 fa3t ot <u 3 S Hear wifeusfas
3 J9-THAH THINT I U9w I Aot I 1 g AfEfm &9, feg vgw § €6 ¥ar § & fesfes a9
AT J 76T MUt AHS (unproductive) AR T5 |

W3 A3 T wida ¥39 76, ufawt, feg yrAfaa AHfmaret Ut soet 3, ferm gu &9 72 yAms
AT »i3 F9AG Jeor I, fAe ufgeHAegy T gt (black marketing) d<t 1 &, feg @@ @
83uea AATst € Afig He € Agdt TS gee @) Baar 3 fast H3wE € Tt gaT T8
Buar (frs™ T H® foui3fas &dt a3 AR), &9 fasr fan = o feuows yfos ager 31 nmy9 fo,
fowisas gIA3 (leisure) © WaIAE § Tue I5| A€ JET fenrast niust T9sHE nmes T €5
Arfgnit TR & Has gu 9T udle 5t Fowr, frast & €9 udtesr w@er 3, 3 feor Bsuws e
avﬁm%naﬁ'%u@aé‘ral

3. ISt € M9 3 (On Basis of Causes)

ISt @ »g 3 ASH3 U 397 €t I

() A A3 (Credit Inflation) — & Iraa & YEHE AHTET (primary deposits) W3 8 Irdt fe3
J® o9q »3 8u9 (Loans and Advances) 3 UeT J& T@I I@3US AN (derivative deposits) &
W9 3 A Afgrs o9¢ J1 83ues feg efafa 3 foer Ay vedr e fers™ Hedr yast d9a Ay
"3 U a9t J1

(¥) 9% HET™ A3 (Currency Inflation) — T% HEd™ € 20 3 U Yy<'J 3 UTT I I A3 98
HedT Aelf3 Jostet 31 feg 3e uel Aet 3, AT eAgn § udtes € &8 niogs formaHas Har @
fost AaTSt <0 9% HedT ASt g9e! I

(@) uier Ufes A3 (Deficit Induced Inflation) — A€ AIa™S & HJd fEaet »maH 3 20 Jer 9, 37
feg nizg ue & fe3 feerer 3 fanr Avet J1 feoe &% Hear yast feg =fafy Jer J<at, 90 fem
B8Yr T BTt I3 It 3Bl viusTEr AR | HET & =fafa @ ufgeH J= =t fem 39t & A3 THe
A3 qoset T

(w) Har Ufes A3 (Demand Pull Inflation) - FE3 T AEE »H w3 Ha3<UdE I9s AfET i3
Uiz 37 a7% Suet I THINT i3 Aeet ¥ 83 AT dus T@ Har & v I YISt Afa9 dF 3,
AHfaa Har fee =fafa wfent § 83 & da 8@t Har Ufgs A3 3e Uer Jet 3, AT <93Hs Hisn
%@zmuuaspr@raﬂ@ﬁ»mmaﬁm feg fesg 221 R AuRe 3T famrr 3 | fEB X -
nigH nTHES W3 83utes § feuBer 3, Aefa Y - wigl ¥s Uug § Huer 31 AHfox yast <o AR
uTH 83 € wig Suer J, AT 39 fEg ygE SHar9 Uud 3 OF 83umes & <3 adt J Arer, falfa Har
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feg =foftr 3= &% Afoa ¥ar =a@ D, 3 D, D,, D, »3 D, 83 & w9 furaer I1 W Uug OP, 3
OP,, OP,, OP, n3 OP, ¥& fret J| feg 2ftmr Aret I f Aanrs fRe H® »i3 Gures &= - 75 |
fea =9 AHfoa yast <a9 @ C fife 3 yde Irare Une yus J= 3, AHfad Har e D, »3 D, 3=
i3 2fofa d=s He Uog 3 Jedt | fers var Ufss retfs ® gu e Aifon Aref 31 Hat Yy rétfsarst
Toe ¥ BT fgs agx 839wt m |

AGH3 & WY A3 Wedr &t Hi3er g efodt 31 Har it
feg =fott w3 ¥at It Ay @ fers © ufoeaH Ay Her
& wr3ar &g <fadt gt 3, far &% niHes & udg <g Afer
1 (Yermm) nives &9 =fadt Susar yge feg =fout Uer
Iet I1 feg frdt =fadt @Az e HE Sutet 31 Hear yafs
3 Bug It wiuE widfaa feam Grnter &t &3 feemar @
et we &t &3 feerwr (deficit financing) € ATTST &€t J1
V3 UU A viIftx fea ¥ %t Tue I8 ATt Y99 © ufgeH
AgU J AaeT J1 993 3t bog A 83ures & yafs e
nigges <fatt ¥ fast ferms Hear viies w3 fer 397 Har Uer fess 22.1

s9=d fog Hure Fee g Reifsardt 31 o fore oo @ 978, nFIYIE UH'S (unprecedented scale)
3 AOA! U9Y TUS € 9T, feRe € HIal AN TF' § H Yf9s Aelf3 & AHeT aaer fumr

fere wiwrer <0t JET Hat € BT uIE THIAT w3 Aeier 3 fevHt yow fea 99 €39Et awa I1 feo
F9x B8R TH € et HoseydE J, A fogws gafen (Export Surplus) g&Tet Juer 31 ug, Had
Uer I3t nines w3t 3 Y@as Jet I AT Afg3 o9 &t Aet J, 3T ferer nioafeerar 3 A3t
Ys'e 5t Jedr |
() TrasAfanT A3 (Cost Push Inflation) — &arfenT
i3 Higfont &g =fadt € a9z Butar €t 83ures Fast
U Ae 751 foAe ags BusasT T3t @ HE feg
Sfadt 929t | 7e B3uEs B9 Juet I, 3T AHfod yaIfs
T5q, feg feu® 98 fa yefes We' 3 ue w39 & yafs
det 3, u8 uh fuRx famr 31 wefs @awi @ S, 3 S, S,
n3 s, %a@ﬁﬂmﬁwzzzﬁamaﬂ?ﬁw
Ulnmﬁaweaaaﬂﬁaam“ yafs &g ot s
uts g gHE OP, 3 OP,, OP, »3 OP, @%e@urﬁa@ar
fet 31 Wﬁ?@%%ﬁaﬁ(upward movement)@
B nid T9x BITETE T | feze 22.2
(i) €&t vAEst =9 (Higher Wage Rates) - AIfSASI @ud Rt (trade unions) € feam &
&%, HAEd ASHIYIR MuUS BET 8uit Haefon o a9 8% 5| feo vagfon Gost &t
@Wﬁ?%ﬁ?éfeuamaﬁlﬂ?awawmafa@awémm
U gt I, ?@U@ﬁmamwmwﬂ?ﬁ%wéwﬁveﬁﬁﬁﬁw
@t 84t 913 (higher cost of hvmg)n@mﬁam?fﬁwfeamﬂq&ﬁaaﬁﬁl fer oot
3 fomysfes (neutralize) a9z & BT HAET WUt HAefou feg d9 <fadt & Har o€ 5|
fom & Afest feg Het & <fodt & rifsH 39 SusasT § dt <fos agsr Uer I1 HAgd! w9t feg
<fodt ewAgy w3 W' feg efodt & fisfrsT noefeerer fev RElfsast Tamr ( HAEST -H®-
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g3® - wage — price spiral ) 7 g€ J,fARg HAgd! Aeur AEHS faor AeT 31 feo RS
I3 Yf3wat (imperfectly competitive) Higg s &g uret Aiet 3 falr HAgs wiHafss
Jer I i3 mef3AE! yrftarfont 83urest grdt efks3 o3 Afer 9, 88 (feu REtfs) Ase adt J1
(i) B Tnit 8Fhort W3R (Higher Profit Margins) - €amfaamdt (monopolists) 83umeat, AHEa
3 FeEH It B3 Tt Gttt HrsTeT fous J9s % & BE § T urenT A AeeT I
89 far was =fodt & wensfs § st yous 3 0 He' § Sorge & Afest e 3% w1
Wﬁawmmﬁeﬁwgﬁaﬁm@@ww@#ﬁ(ﬁw#)ﬁmﬁzmﬁz
2 fewrer aEt feamu adt Jer i fa€@fa viar ysfs 3° <u det 9, »i3 B3ueat § &g der J1 ug
uawuﬁmﬂmﬁawnéﬁ%éfweaﬁsaaﬁaﬁ%ﬁwﬁ@w
2 g9 @ BT HE T 1U9, 7 893t 83utes’ @ HE AJATS It forfes o3 Ae 76, 37 Aafe3
farms Bt & A H& 3 g3 feusds J Ao 9, fAR 3 feo ¥t Bum & Jwet 91 393 o
foma Bt Agarg 3 8U &' § AfeATES JuT T BT ATAY § HAEY a9 U aet I 3a Agd
Fe® I8t 3, 7 srenfeur A3 v ¥y a9e afonm| ssrfont AEHS, Hagdt Afswr AEts @
ufgeHAgy &t § Aaet J1 mﬂﬁ%aaﬁﬁw@a‘rmm% fafx ferme
Eﬁ&wﬁaﬂwﬁuﬁ?mﬁamﬁmﬁmaﬁﬁl ug, fea @9 ae & U3 IT
TH HAEST-H® I3H! (wage-price spiral) € Yae 9= 3, HAEd-HS A3 3 9278 afes J1
(i) €Y &3 (Higher Taxes) - AIE9 fefeusTysz a9t 3 UF &9a M3 TISHG &9, eRH U &%
83U B%a (Excise Duties) 3 udte &, fAe’ nyfawin a9t €nff w91 § <U' & ®e8 g
Jor Aot 71 83ues SH3v ¥ 1Bt § <ur J Jat € 319 § Qudastet 3 ur fR gs |
(iv) H®33 narst € BuwasT w3 ¥ (Availability and prices of Basic Inputs) - 7€ niags ni3
HBIH ST H'S W3 J9 Waist & wige J Afer J, 37 8ust ¥ HE T2 9U AT 751 mdd
HISYIE WISt ATES W3 99 Yrftarfontt grdt’ feuisfas st At o5 | 8ot © ¥ yafs
Hisat It AoTf®s a3 A 76 | 8egas € &, du 3% v U UedfonH fafonsa er Hass
(OPEC) 3t fagurfes disr Ater 31 faBfa »da Suwar € et 3% fea Hegs mmas & gu
U9E J9er I, OPEC gt fere Hw {29 fsd3a =fadt (upward revisions) fea™ A9 Sutiart
3 yzrfes g J1 fersetl, fea yag3s nias @ Hat feg efodt ¥t @ i ute § surgs @
e et I i3 nigafeerE feg H93 Afewr ASHS e AJS J AaeT J1
(v) 99 9K (Other Factors) -3, nismfod, nifswfis sdur w3 I3, Hur , wiars fesnrfe
39 gEdst niest ¥ a9T U3t 83uws T et Adfox yafs & wer fédt I w3 ugt Ehrt
TAgn B H® =ur féet 31 fert 397, o33, e, ot yast @ feas AT 5% wiftafos
83ures fSar Afer J1 A9ag ©F wIg A feert 33 yafs waw @ 83 fura Faet I, fAre
ufgeHAgy Wt feg Bugeamit y=sfs (nds) T At J1
Ha 4f93 »i3 FasAfewr ASH3 »isgrdfts (inter-related) I w3 niqafeersr feg fea fadt afdet T
ATsT @ Het feg efadt sasafan A Jer g9¢t 31 asAfen AEHS 8¢ & Ae® J Aaet J, A
Har et de J At 31 U9, feo (B€ 3X) gat &t fgu AaEt, Ae” 3 wif39x Har 7 9= 1 & u™A,
Hat Uf9s A3 wifsn ergwr &t Har fee =fodt @ ufsenmgy det 3, 7 Bas’ @ ¥t few <fodt Ter
aJet 31 feo s =fodint 83ures © Aost €t Hat § Tur AaE 06, H feg As Wat § <ur Aaeit
5 | Har §fa3 rEf3 w3 asafen AEH3 fea @9 femrs T Aact 31 €< fed’, &3 Afen AEH3
Fe39 3, fafa ferd Hefoa w3 gwafimr Buret gt & fowsfos st A AaeT I

LOVELY PROFESSIONAL UNIVERSITY 205



AHAS nidEATAST © fAgis

206

&<

AS U (Self Assessment)

Fggfeasuin yas (Multiple Choice Questions):
3. wIEAESfanT € H3TEK HE Uud e ve =fafa nidfaa =fafa @ &2t T -

(®) nrerua AfEf3 () nie<HRES AfEfs
(2) niags Afafs (7) yfsgs Afafs
4. 7% Hefdx yfoardt €3t 38t Aetfs 3 fos39z ¥ Sow gs 37 feg mifsAeifs & gt 9 -
(®) gufgz™ (o) ufgeH
(%) ni<AE" (F) »dv<t vieAET
5. nifsAEs3 e Ag3 gar gu At famr At -
(8) viz9gy T I T T9F (1) ¥et T E9F
(®) =fofa & &= (7) few &8 et a4t
6. ©H3 ASHS & argz fex 397 & <AV & ot 397 & <A fe9 J AeeT I -
®) feoms () Har = fegss
(®) fouizaz () Har fotizaz |

22.3 A3 »i39% (Inflationary Gap)

dten € Har 4fes AEHS 8 A3 nises @ gu &g R &t 7 Ager 31 ferer Aeu yas SAarg Uoe
3 Bumay 83ues € nildET AR Ha @ »if33a 3 T Ad9 S98HS HE € ut9 3 TR yniu3
H3T" few Bumsm 9= , (37) &0 wisd® U3+ T A<ar|

fg39 22.3 37 A3 niza® AHsTTenT famr A
31 fem 39 89, X - wiaH AS® IHed 83ume C+S

3 wigefeerET & »mEs § TR IV - C+8+C
wigr Busar 9y (C), fart faem uag (I) »3 C+S+0
AISt H99 (G) feg AHE 9T &% w99 3
Un g9 J| fos9 &9, nogfeere E fie 3
AHY feg J<t 3, fAg <A »i3 Aefer & 98
y3f3 (OY, Hes) d& uJg (C + | + G) It
yf3fiifas ot &t Har @ g9vg9 de T1(C + |
+ G ) T3 45° wim & Jur  E fie 3 yfsew
ager 31 feg T93Hs Yge-AeEH3 He 3 ygs
JAAT MTHES § < f9S93 d9eT I1 vmiEs ®
fem wtfe 3, (&) wifsda v a3 foss 22.3

= 5 %< fa gu A fearA fAd a9 3 EA HT39T @ 59799 AISTIT HId QUS o @AY 7% AHfIR Har
T59 €3 fura AteT I 15e AHfod ¥99 (C + | + G) 3& <u Ater 3, (fAAR) ufseH Agy ASat ¥aw
feg =fout € Io € I9a9 EA & mif33x HiaT At I1 fa@fa mioafeerar yaz I 3 dH a9
It It I, (13) EA &t fer wifsa Hat § fierfent adt A Aaer | Frmﬁawn@uasaﬂarauua
%&mwﬁéﬁahmﬂé‘%mw@?% ﬁwaﬁém%wmﬁaw-a
AY, 3, Frefx =99HTs BT 3 THEt »miEs OY, 31 OY, 83ures @ Bt Hefoa Har EY &t a5tz
AY, 3 1fe8 EA RS nises 3, 7 (ferset) ufenr mer 3, faBfa =g w3 Aefet @ B3ures &
I H9Y TU 3 575 TUET J| 13 ¥9w § €9 HE U9 3 83uEs ® HET € ANTG IO © BT HE

|

Gap E

AHfI ¥99

A
I
I
I
I
I
I
I
I
l
I

Y,

- Y
MTHES
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¢ I5| A€ 3 BT € IF YUAW WTHES ©F H3T 8Ia’ ¥ a% (UTel) TR & HisdT 3 <u Jet

J, A3 a% UR J=dr |

ASI3aTdt »i3d® AT I7dt J9 U9 © J9E UeT JeT J| GO & 89 w3 widfad feam & AR @

9T ASH3St W39® § €9 99T © BT ATt U9y o9 oMt Tieaiw adt 1 A3t »isas §

(fer 39 U &i3T AT AT I -

(i) YS=RYIE HaT § Wie J9€ € BT AN Idt niuet ye <t gu3 feu =f9fy;

(i) C+ 18 AII ygg § =fIf T F9v59 IHY § wWe JIT ¢ BEl, a9 YTHI T Yudl g9 B T
3% frimmeT39 y9w Haf3 T AeTfen a9,

(iii) TrmmaT33 ¥t § UTT a9E © BT THI i3 ATt € B3uEs § JUE, Ad9 nyGaEs RAUGT
&g it @ ooz fem &3t darfem I

22.4 A3 ¥ yge (Effects of Inflation)

famer3g wigeRE3fant &7 W3 I fa Hie ASHS & d=% sigaiy I, gsfa miefux =fafa @ st fix
Agdt 3 & 1 feo ferm qu &% 3793 T9d nifeafns e @ &2t A 3, feu HaY Faf3 S9rdra
I »3 FATst § feast a9z few Hee o<t 9, A3t 99 fa3 ove adt J=et| AT AEHS Teee et
3 n2 wif3 AEH3 & JU U9E &9 B+t I, 37 udt nig-feerw faaz At 91 feg fadt Afafs feg,
AT Y=t miA3-fewrz d At 3 »i3 nigfaa feamr €t yafonr ga At Aot I1 AEH3 @ ygret
& 135 Higra &9 iftmis i3 77 AgeT J1

1. 83ues m3 niefea afemret 3 yg™e (Effects on Production and Economic Activities)

It It 397 & A3 T B3utes, Jrar9 i3 fer 39 & nidfax afonret 3 Hafs T9us Y J
AT 1 Har &8 avt 3 Uifa3 nige-feerear € &2t <0 92 ugw 3 83ues § dus w3 Jrara Uer
a9z ¢ &t Buar T ufaT daft 397 fogee g g6 | W& € Tors ¥ A9z JU I B9 ST SIHT §
w3 fo2m a9s € Tt Yfas 3¢ I8, ﬁ%mﬁwmn&%m@wawe@mam
i Ao 31 feaw ufgerHAegY 20 nives Uer 34, fAe & Har &g =faft yfes J=et | fam <t
Hﬁ%ﬁamgmwwﬁgﬂﬁawméwemﬁﬂmﬂééwamaﬁm
FafHat & gAerg 8UsT § §939 <t 5= AdET I

AN © &%, Ae AGHS faR AT 3 g7 98t Aidt I 3T »igfag Yzt f&9 nifeerEr (Chaos) U &9
gt 31 feo B3ues 2T Mt »i3 Sorardt &g =fafa e ufaem = Aaet 9, faBfx sifey o <o
'3 IH'E ¥ B, gIHT B3UEs gz € 92 HoW J9T H3YT ANST! 1 85 HAed' €t ag Aafia
TSI ¥ 9T B3uTes B3ues {9 garee & » Fae 3, fiet € eR3fex nines AEHS &% 3
f3ar et At | JO-30 frmreT B3 YU ags € BT 83ues 83ufes emsn wis Rt & giEesT
3t faar Ae® I5 1

2. MHEs fesas 3 Ys'e (Effects on Distribution of Income)

A3 AN 8 A S99 § AN JU &% YITfes adt adel | g9 8 AelS 3 &9 Yus ade 76, 99
¥ & ARG UIAET I, Wahﬁaﬁaﬁawmw% (fsa)mmn@ﬂaﬁ'%@r(@n)
g 3 fogsg ager 3, At ASHs Quat 3F fos &3t et 31 7o A H® 8F form @ w3 8 famr
® T de, (3" Felf3 & yget 3 fimrs adt fezr gevi Aog @m3n w3 Aeet @ e g <fafy,
AR 20 yf3Es, § Haefonti, fagrfenr, &3, nrfe, &g mraurfsa <ffa It g9vsg a9 fesr At 3,
wwammn@wmw&gmumm A9 HS feq Ot w9 &%
ufgegaf3s adt de | ferset, Hﬁ%gss(w)gwnﬁw(w)gmug@ﬁﬁl AHH ©
fgs =gar feT A3 © ygret § o= mHfent 7 Ager 1

(&) 83u=a (Producers) — fe8 83ureat & @gqr, 9 fagnst, fenmudt i3 fars AHs de 5|
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89 A A3 3% ¥ ¥9'F B9 YU J9% I6 | AT ¥ HE B3UTTs B3 ©f gL <0 37 €9 &%
0T T | AT T W ST efefa w3 vaefonr, famm, fagrfent, s famst, fesurfe wast @
H& &g =fafa @ &g Aer fex AR »izos Jer 31 femset 8uat & &9 H=aret (profit margins) {0
At I1 B3uea m3 fenmurdt St eAzgn & Jfa3for aHt Uer a9d fers %9 Uer age Ja | (frd)
a9E w3 He <ffa g€t T1 fedaw mif33d (marketable surplus) ® 5 &3 farms’ § & W& =fofa
T %3 g J, yAd9a 89 fars A3 Afef3 Aeet @R%t (inflation sensitive Crops) 8are a&1 »iH
39 3 feo eA%' @ U fodfH3 Tran™ @ UE o gAe 37 &% U Ja | 8319t A3 & 9%ee9
ez fa3= et 83t 3 %1 22 fars A3 3 U yzfes dt 3o |

FIMST HS UO9 TuT 57 83ues niferfassT € agz Aets A &t aformet § UsAgs &<t 31 <0
3t & aHE € BE B3UEs w3 fenmurdt & Hegr § G3ues afonet ST fosm a9z & o7 A
& Sfgnret 3 ®ar gfae I5 | fer 397, AGH3 o fe9 B3uea fers 3 yu3 a9e J5 |

() IIHET M3 &Id € T (Debtors and Creditors) - 5979 87 (3x) I, 7 Hear 8u9 &2
I5 m3 BReE 3y feg BR 3 (®) faa € 5% To9" F9S6 F9T I6| Aelf3 € ufgeH Agy
gIAEd &3 ga< Is, fa8fa Hear e ewsfeq v , fAng 89 Ha® Tw, AEIf3 ® ags fSar Aer
31 feme fewer, 8 ASH3 © €976 o9 Fa36 T THIT w3 AefeT € gu feg e fanmar aoe
5, faBfa A3 e & W 3 fer 397 udterafs fsar et 31 feng fea mms Bergas ordt
AHTS 77 AT J1 Ho fsfag, fafas »ma 10% y. <. fawra &t =9 3 100 gU Burg 3<f I Aag
fea A% e o9d w3 i @ SotE W nige-feera &9 A3 It 3, 37 100 U <t HE I »i3
10 9U & fanra Ifl € @ TR3fex UE f3ar Aer 31 Aa9 8ua fauma 3 fast der 3, 37 & 100
U Bug 8z ¢ W & gAT ASH3 @ AN uie T JuT J1 SR At o Bug e ¥ W 100 W
&g ydte Aaer A, 8F& 89 100 JU 3 <u &t Ha8 uRdl A AEHS wfes J At 31 fen 397 eue
B HE a9nET § B3 YTs oot I61 feow 8®e, oon ¥ T Aelf3 ¥ g9s gans §o s,
faBfa Bust & A=t (Tfh) Bura fest Y, Ba (Bust &) wAe U ydterals TUR YU a9e 5 |
(@) 53R (|nvestors) — AEH3 ¥ &9z WiHT (shares) T f6IRa WTHIT 3 ¥ Y3 0 76 | ASHS
¥ 99T, oM fers %9 UeT aadt I feAse! »in uad fex 39 H8TH niafis a9e I ot »ig »int
¥ iy &g =fsft d= @ aws, € Urlas &3 &t yus &9 Aae J1

Afag fanma = T8 §5 (bonds) M3 T9AUST (debentures) ¥ foema § gars ugder 3, fabfa
A3 € do= f&d 9 foem feu emsfea »mes faar At 31 7 A3 37 (y&s) det 3, 3
HET™ & 1 3918 ¥ a9s HAAS &% nigfis ¥93 ydt 39t fie Afet 31 22 fosmat & Aes fimrer
BAAS UgEE! I, A »iuSt 593 Aefd M (fixed deposits) M3 593 89 uT3, Ifeufsfimt vi3
HHr GreTe § 9ue 95| fedt arez I fa Ba BusesT ergn &9 499 a9 U UAE a9T 951 89
93 9= feg HaT (reluctant) 9= I | f5qit It 5wt fg, Ut fagrs »i3 san 3 yfsas yse
Ut 31 cwAegy B3yt widfua afgnet &g faem & dar (set back) AT Uer 1 feget 393
99 viuBfeaiAz eF @ miefax fearr 3 dista yfsafonr Jeq@t, fra sost @ 35 guet 3 < fomr
IfguRs 839 3 Uer Jer J|

(w) Afeg nHEs FHE T T9d1 (Fixed Income Earning Class) — HAg!, 36 YU3 &9 &8
w3 Afgg »vmEs T3 J9 fenafanmt & Afef3 3 digta gu &8 9 ugest J1 I3 fonafant g UFs
3ait, AfEg famm w3 fagrfenT yuz a9z @& AHs 961 8as’ €t HedT niEs ®dsdr AfEY J,
Aefa 85 SNt ni3 ATt € U friat § 8T udles v feg9 a9¢ Is, ¥J3 3t 5% U IJ I Ts
(1) Bfa Goa' &t anret €t vgw Faf3 f3ar At 3, ferset 8ust § aars ugaret 31 Tafia <faftnt
(annual increments) A HIATET W3 J9 33 & NAHGTAS (untimely) a3 It V&' &g =fafa <ue
I8 & @ &% e fiwe feg nires afaet 31

fer® Aafe3 839 fR9 fawas (employed) AIHE HAfSATT HATY AW (trade unions) ¥ AfSE ygT
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& Hefon Turs T AHGE § AoR 31 U9, B 839 T fouas mefia feg fror a9z e wisngw
3, faBfa €g AF 3 niHdfe3 i3 wifafHz Je I6 w3 Bus’ ¥ Aw 973 aHAT Je 61 89 HAwet
W&Ed (wage contracts) 2fIfr HI3 (escalation clause) forfe3 aaz feg nimHeE J° I%, 37 (89)
W& =fafa @ a9 niust TAsfea nmEs & 3t ae 8 &t Hifsd (employer) & AIfHd & saA™s
YISt 39 € BT HAGY 9 AAE |

3. J9 Yz= (Other Effects)

A3 ¥ J9 yzret & fer 397 A9 Y33 o387 AT AT J -

(i) 3 wigfaa afonret &8 nifsrfassT Uer aoet 31 8ot fenmurfaw Afudt & Baer srure
Fge J1 ufgeHAegy, g Tr3fea Aufs w3 re &9 faem age 91 fermst, 83uws yfsas
U 7% Ygrfes ger J|

(i) FAAOsT T (We B3 UeT g9s T Agdt TRt © 83utes 5% (F19 Yfedfs) fewm engmt
T Bt 5% fegms der 9, frl ufseHA=gy »mi feniast € &et Agat Busar & nige g et
I coRAegy, fes TAgn ¥ 1E 99 83 & furx A I |

(iii) €8 B3 ni9g-feerar MizgaH3S AT T 87 ¢ yfsuat wrag § yfsas gu e yzfes
Wﬁaleuﬁﬁw(uh@mw&mﬂéﬁ)n@/weu@w@m fogurs &
H3T f3ar Aiet J1 ferwet, RS (Har A &9 wou) &® feer fonmue yfsas U &®
ygifes der 31 39 wIB I8 HET™ (domestic currency) ¥ fere™ & ¥ 2% g5 w3 mud foz
8 g8z ¥ BTl frersg Afae feer HeaT @ &t &3¢ I5|

(iv) (Har gfez) mfs @ amgz, fort foom adt oz du aet 3| Twsfex faen &9 Ut fsas
Ufas Jer 31 foera <u B9 o adz € et TAgnT T Hfon a9 B &9 fée I5, fires
I®T I U get J | IHSHIALE (globalization) w3 Y&t =9 33 (open door policy)
% feert yfawar faem YzATfas der 31

(v) IS € q9 WaH Tt I, fAAe® Jue 98 Aeonfed ¥ew ¥ yd§y Jder 31 R miwe,
AedHfox o9H & TTASfe 319 Ui J AeT I |

E

ZTHA A3 »i3d® € Agg feg nud fega Ur a9 1

AS H®SE (Self Assessment)
35 &3 a2 adst &9 At w3 a3 &t ufgers a9
(State whether the following statements are True or False):
7. He A3 5 3w TiEdt 3, g8fa nidfaga <fsfa @ w2t fea Agat AOS & 1
8. HEIf3 ni39® AJad Idt J9 HaU € 9E Uer adt Jer J|
9. FeIf3 T a9z iRt T faRAd »TH3T 3 &3 YUz d9< I5 |
10. ies fogero 85t § & &2 fams AEHS 3 S yzrfes &dt de|

22.5 A3 & fs39= (Control of Inflation)

Aetf3 8 993 By few dt fouizfos agz & Ages det 9, &dt 3t nige-feermer § ydt 397 3 w9ge
ag gt 3, (Fe) fea w9 feo wifs ASHS & gu yus a9 &<t I1 A3 ® nisdet ufsamt § oo
¥ &2t 35 yf3-Aetf3ardt @umi (anti-inflationary measures) AS™E Afe J&| fev feg fmimersg
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Bumi TAEv mi3 Aeret & AU Har § Ui a9z ©f 9FeT aoT 06| fes Gurfent & Hefaa Sur,
amaﬁm@wém%ﬁa@wmmewﬁem{%wwwm

1. Hefgx @umi (Monetary Measures)

on feregu 3 ge T W o rétfs T =foft 3 Hefox it &t mafs oo femem oo Uer a9
fesr, gwfa fem Het § fousfos agz oA Idt nygyss Afes a9 fest Al Hefox &St er ©
3 Jedt ¥ ©F 315t I, At € AoSw Hefdd A= I Hefda 8um wige-feerer e Hear § foufas
JIT T U35 I IS | ﬁ%am%ﬁwwémhﬁﬁaw@wwﬁw% ECG)
% U & 2ur 3, 37 83 1® o 98 HeaT f50rs a9 o5t Tioet I1 USEt U Heer @ ues T ot
% HEd" It A9t of 7T Aet I 1 ' AW, 3Ft A AfgAs €@ A3 26t I, Hedr yIst e <t fomr
g=dt 31 ferset, Hefaa Butfent & Wy Aau 85 a9n 3 fousds age d& grfaer 31 fea Qurfenr
2 BT dedt S 86 HBI=BHA (quantitative) ¥ IESHR (THETIHS) fatizas Burfemit & ywar
S9eT I X ©9 13T, uB g9 € afgnret w3 gewe IHE3 odF viguTs, faR ufores=sHa fatsax
Bue qan & B8 »3 BusEnsT § YIies I9€ 36|

Jedt ¥ FF €9 (bank rate) & TUA MTHST 57 (F7A9) oA gt § €3 daa fo<n § uie niagRa
& AgET I fieTsd Har § We niegRd g5 AgeT I fimmAeTsa Har § eea ¥t €t Aetfsardt
<fafa Jeit A7 Aaet T ﬁaea?ﬂ??rw?ﬂgﬁrﬁ AT 2 AT A 2 ST A A RSB UA &
32| y& g9 &t afan=t (open market operations) € »39dI3 AETST Yf33fIni & I Irdt, Hear
ygst § e &3t 7T AaeT I | feg 8um B &9 a1St 3 9039 I, fafa feo vear yast & ysum U
3 yzfez aoe J1 U9, feor A fatizas i3 fer 39t AEt3 fotizaz a9z = AewsT fes yfsgfant
& WEIHSST W3 HAIf63 Hed™ IA9 € mAf3se 3 fogeg ager J1 ufsegssHis Ifis an Agast
(variable reserve requirements) AEH3 & Ja= & AES3 <0 YIS Qumi I, ug feg a8 yget &
Tz fromeTsg yuiar &9 adt nieT| o faf nigurs § Soa, Jedt 8 (8F) oo & Hi=TT § uie
&9 Ao J, fAReT 89 AfgAs a9 AgeT J1

IHETIHA farizas Bumi feg Busas=e (consumerism) © €fe3 Iz &% QU3 ANy T fotizas
gg3 WMo T famr 31 AEHS € 3B, Sue=sHa Mg 3 B8R W, Fxerfonit § ud w3 IIRE IH
awm&&wwmwﬁwﬁalﬁww%wméw%m
niATEt (margin requirement) foRTes &9 AT I niafes Hefad YA (indue monetary expansion)
& A= a9z € &t fo2m (directives) 3f3a nm@a (moral suasion) Y8™ (publicity) YSWH Jraerdt
(durectActuon)W%Wﬁamm@mmaﬂéwm%

Hefga Qumi &t ygrertssT dedt &a Idt Yyudr i3 I fousaz & H3ar w3 erfsaw gar w3 HeaT
THY ¥ J9 W IIT U AIGAT O H3TT 3 f5999 a9 1 393 <94l feamEls OR fu, feat
&g fimmersg a9at w7 & d J1 ferset fog Hefad aist we Hoseyds dedt| fege e, fe
A3 (qu A feam trsTet &t fe3 feent € »et) Hefdz HeaT © yAg T Jas Jet J, 3T IHaHM
Bum g BuGat J=4r, fAAE Wid Wit IF HST I5 |

2. IHAHM 8um (Fiscal Measures)

gfa fere ©f %a8dl 99 wigg-feeAgT 39 ATadt v99 ATHfdx Yag © fea Has<uas A g famr
3, fermet AgaT HeET yast 3 AEHS § Hoseuds gu &% ysTfes ad Aot J1 wioe-feerer &g
gt 39 ydierRaf3 & AeTfEn (mop up) S9E € ®Et Jo fea yf3-Aetf3ardt araaHM Sumy
T YWdT o137 AT AdeT J1

() Ag=Af6d ¥99 (Public Expenditure) — H& 2f3fl § foti3fas agz € ®et, ATA9 niuzT Hag We
a9 Aot J1 feg Bumi g ¥ Arerfd HedT mi3 TAgn i3 ATt ©F HaT § uie a9dr | Argedfod
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y9y RE a2t § fea yf3-retfsardt orfaws € gu e Feurst &7 yGar o3 AT grfaer 31 A9
o AR AT fedASHE ¥9Y § WetET Basd MEHUTST (suicidal) I1 fegw e, 135 Greet
fega®s ufstmeret § 85 B © Tt &3 5dt J1 ferset AT § faor H3BY € vgg § ue 3 ue
JuT grfger T

(d) &9 Y= (Taxation) — 9 & € IH &7 YGAW nHeEs & H3TT feaurfas sae 761 &< a9
T niduz i3 adt &9 w9t €t =foft fea J9 3 € u9w Faf3 we a9 Ts, Tt 9, feo Aeifs &
A™H®T I35 € BT ATAY © BT AATS UL J9< I | fER 397, J9-AeH 3t a9 y=&t @ 8en
YGAW THES e g9T JF grfder J. A3t &t 99 Busar 3 ygw oISt At I1 Agarg It Yus &9
NI (tax revenue) gYT HIT T&T® JUS © BT YUdT ot AT grfaet T

AISTS § YSWH W3 WMYSHH I € 9aT AEdl Y§dT 598 gTder J | mWTHes J9, Auf3 &9, 499 &g,
nirfe YSUH J9 YUrd mHEs § Wie g9€ I6 miS HaT 3 B9 U I6 | mySuR a9 fenmud ferse
3 &= H8 T 5% ANTG YI'e I UTT A9 AR 6| UD, MYSUH &9 AfEd niHes wigaat (fixed
income earners) ¥ €3 g3 <u U® T5, frast § ufost It AEHS 3 <0t sars A gfoonr 31 B3ue
B%a mi3 fewsm gt T 99 e g8e o9 mefus a9 ferg 3e-37< ygre (discrimination effect)
§ ola a3 7 AT J1 feg eAgmit nige-feerer € ae® 89 »nieEs 9ar adt 8Usar at Afet J1
Ug my3uR g9 Bugas adt 3, fabfa feo ergmit @ ¥ § Sud Fasden A3 § Sume 1

(@) AeeAfex 8urd M3 ag7 (Public Borrowing and Debt) — &3 € AHE AeAf6A d9d €7 HY
8<r Ja €t <u 3 U ¥9Y AAf3 § weT ¥FT I, 79T Ad9 ALI3Y &3 fest At I, 3 et 3 Sauendt
Tge (upward pressure) UTRdit| Aag He @ 8urg (voluntary borrowing) &fe3 ufged Uer adt
aJer, 3t AIET Agdt 89 (compulsory borrowing) B ATST & Aaet J1 wifseaw 93t T fea
JU, ATt IO &9, IBHGH ni3 T8 &8 Yuar i3 7 93 I |

A3 ® 89 Hegr yAa &t <ffa § Jae ¢ ®et, Agad § »ud far fues oo & TUr 39876 &%
vz grfger 31 fegw wiwer, Aog Ase J, 3 8 ©f T93HT Hfge Faf3 § uie a9 © Bt goHgTTont
¥ 335 ¥ foR § &5 o= wfoer J17< A3 usH T At I A nige-feerme &g Het &t wmr &1,
3t AETfaI3 ufge Aaf3 o=t A7 Aaet J1 feR 397, ASH3 @ 99 I35 ARUS TN (pay revision
arrears) € 53¢ I3 A9 ©f FAE Qust § ey foft w3 e Ausi3fos a9 g grfoer 91 At
TS € T9T MTHIT 3 mifsefont 583 i3 AETAS ga=Tst § % ¥ g J1

3. d9 8umi (Other Measures)

Aetf3 & fedu gas € wEt Hefaa w3 IHaHM Bumit § UaT a5 & &et fas ninefoa §ue niuss
gfae 51

(@) W& fatizas w3 fez9z fawisaz (Price Control and Rationing) — feg v® =fefu § fousfaz
g3z v fea gar Qumi 31 HE fousas & g agst €5 A € FEesT s9eT 3, frE a9a ferm
AT T % S0 &t fe3 AR | gt wig, fesae feusas & aW e AfegsT &9 Aofea Afafant §
U g9T € BT midy YISt &t T § Ba e fonit Has 3dla 57 fe3f93 age 91 1 fowsas
3 fe39z fotizgs MH3T 3 5% 5% g% I6 | U fer 39t &t yfs retf3ardt Bumifentt 3 g ager
HAS® J| nidHS M3 3AC YATHS © 9 e fatisas, fatizas &g out engwi feg oo gt
yfgs a9 Aaw g5 fegw wiwet, ydt fasst &g Agdt 833 e &t fesae fousos yest
(rationing system) ® »i3d93 feerer a9z &t feeurfoa HAaS @ as fesdz fousas & Sutifo=T
iz 31 feg Qumr Busasret & nimret w3 afewrs & & Ffis a9e Js |

gu ¥ €9T HE forizas vy 39 3 ygreyds Qumi 3, 7 AEtf3 § Jas @ 99 8U® a9 I AfE 75 |
et ont 3 vn fere @ 99T W fouzas nusfent w3 gu 3 gw @ AR &8 At arftmr | fem gu
TS T €%, YIS ASH3 ¥ SHASIY JET Agdt »iou-feerEr ¥ IHAT <94 ©f U 3 F99 9%! It
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&2 J 1 fegst @ W &g w3 =fafy & waret @ aras fenrufantt w3 Heedd & fos eramt & AHES
AiSt | RS &% Ulfas & aes ve fotisas a3 feur Aal |
(") Hrgdt 315t (Wage Policy) — 8¢t Hagfont €5t ®ast »i3 »iz i 89 v® Ufes e Ts,
() ufgsHAegY 913 Faw FEtfs der get 31 feamﬁs&w@r%fam?ﬁmrr I35 N3 B'F
HT3T=eT, N »THES MIIUS (income freeze) ¥ AfTE faw3fa3 ot Aat Trfoet 1 HAEH nedus
(wage freeze) fenmutfani® Irdt AHSfES &1t At 31 B9 fol (fed frdh) Bumr & AHIES &t a9,
A3 8ot ® B3t § yzfes a9 AaeT I

22.6 AWY™ (Summary)

dieH & A € or9eT § ydz JHard ©f wews' &% #3F s Uiar @ s, disH & Aetfs
3 ¥ Uug <t efodt 7% Heu &isT 3, 7 yIs Irerd &t Afest € amie nAfsse fig et
3 8RR niEA, Hﬂﬁ@mmmh%mmaﬁmmmmwe
gme Jet 31 U <faut & fer AfEst f$o  noafeery fég 83ues adt =tar|

22,7 HIEAH (Keywords)

e &2 (Precise) - fefime|
o Yf3FHI (Inversely) - BB
o FREIH3 (Reflation) - nifHa AEH3 |

22,8 nif$™ YHS (Review Questions)

1. A3 3 &t g I? AURE a9 |

2. Aelfs fad 39t <t J<t I? @R |

3. FASI3 »iza™ € &% IAT o ANST J72
4. ‘A3 = fouzas’ 3 feust feg

€39 e 5’8"3(3' (Answer : Self Assessment)

1. Bar3g 2. Jge 3.® 4. (v
5.® 6. (v) 7. AJt 8. IB3
9. AJt 10. AJT

22.9 AU UASAT (Further Readings)

s

Fam 1. HodfearaiHam : BGET »i3 URSHT : »id. »i%. »iTgeT, »iH. B UgiBars, 2010.
2. NaSfearafiar : »iA. d. gag<ast, fonfenr yafsfrar T€A, 2010.
3. Hadfearafian € &t : wiH. WH. 38, ATfeEd 2 UgfBars, 2012.
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fearet-23: fefsun Ta9 ferdns

fearet-23: fefsur Ta9 feAsrs
(Phillips Curve Analysis)

few =AZ (Contents)
€< (Objectives)
YAI'=&T (Introduction)

23.1

23.2

23.3

23.4
23.5
23.6
23.7
23.8

fefsur Tag : S9rardt w3 A3 &9 Aag

(The Phillips Curve : Relation between Unemployment and Inflation)
gi3Hs T fegg : ®A AN T fefeur a9

(Friedman’s View : The Long-run Phillips Curve)

feRaugz ysua=t »i3 fefsun a9 (Rational Expectations and the Phillips
Curve)

fefsun Tag s1st ferua fofas 33 (Policy Implications of the Phillips Curve)
AT (Summary)

HEEaH (Keywords)

mfg™ yHa (Review Questions)

AYfU3z U3 (Further Readings)

€<W (Objectives)

for fearst @ miftmis 3 ge fefenradt dar d=at:
FIardt mi3 ASHS &g Hag A &t

o ¥H AN T fefeur a9 Aas BT
o feausz ysumE=t ni3 fefeun Tag Ao Bt

YA3=&T (Introduction)

T wiTE-ATESfInt & SJAaTdT € T9 w3 KT ¥ T <9 geste ©t w9 AT A3 w9 @ &9 feform
&t Afafs 3a fefun ferdre & <o 31 €9 fer wienzT § &8 g5 fa Ae AW B3ueasT 3 <0
3t &% HrEdT Soel 3T ST T FEsT JRar | Ad9 HedT HAEdt ©f <faft €9 FeH 83ureasT &t
<fafy ©9 3 2U = 3T tH3T Fat w3 fedm &1 Bfss Aog HIH B3UTdsT €9 HeaT HAgdr @at
T AHS Ut I 3T 3T T <qat |

23.1 fefsur ea9 : 3war<dt m3 RENS &9 Agg

(The Phillips Curve : Relation between Unemployment and Inflation)

LOVELY PROFESSIONAL UNIVERSITY

fefsur <a9 S9rardt & &9 »i3 Hed™ HAed! gew<t o w9 feg Aay v fodtas a9er 31 fea@s @
nSERHSS 2. Suey. fefeun & res ufowt ferd ufgefent Y, ferwset feng fefeun Tag faor
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At 31 fEu @59 eRer I & S9Fardt € €9 »i3 HedT HAed U ©f @9 © few 8%< Hag Jer J1
2 ferdrz § feads € wigs 3 morfas a9a 8F6 fe0 niggersw a3t UF disT f& #e SJrardt
Zg get 3, 3t Hedr HAgd! Tt € Jus & w9 a1kt det 71 fed faat fer aoE fa “Ae HoH @ ®Et
Har we Jet I i3 S9wardt U 3t AefHa 7% B97 3 Uie 3 nuSt Aeet B @ et g sdt R 317
fege Bwe mie Gnardt we et I Sf yeer Hrgdt v fPu <fofy <t w9 8%t gEt 91 feoer o
fa v gg3 23t 83t HAgdt w9 Surdr| ”

HET™ HAEST ©9 w3 3JAdTt &9 € {9 fer Be Faa § yarfes a9z e e args J fenmurg afanr
Tt yafafs| o<t fenmurg afgn &t wiefa &9 A< Fov < Suet HaT @ &% S9nardt f3ar At gdt
329 3F Wrfss HAESt <o Badr | feaw Bwe wewt fenmurg afonr €t wiefa T A€ HoH © &2t Har
mwﬁﬁ@ﬁmﬁ@ﬁﬁaﬁ?mmmamﬁmmml
mmn@m%mﬁamﬁmﬁmwmmﬁaﬁ| ufgeHA=Y,
Hﬁawam%wmaﬁn fem 34, ﬂvmmwaﬁr%amﬂ?fﬁwaaﬁaa’f
FSvarat g =fafy et

fefour 3 €3 &3 92 39 @ wrug 3 foraer afenr fa S9mart & &9t W3 Hegr HAgfon feg
ufgedss ¢ feu Aay fos9 feu fouBz 3 wif3 ndfi®@ (non-linear) 9=ar | feg <a9 fefeur <ae @
& &% AfEntt 7eT I

fg3923.1 feg PC =@ fefmur=ag 91 feo

5B NaH 3 HEd-HATd =9 few yfsms 1
FeEe (W) »3 AfsH wer 3 S9wardt & PC
T9 (V) T Heu erer J1feg <a9 ys fig @
883w9 I 7 THT I fa A< gInardt <t @9 38
fsoet I st HeTT HAEdt R S e yfsms 5 4 S c
aeweeuwalﬁsafeqﬂ?wnﬂaﬁ
¥9 2% I 37 S9merdt w9 3% I wg A 1 3 |
HAEST B9 TUX 4% Jet T 3t FIAardt =9 M
ue 3& 2% I At 31 fem 39t HeaT HAeat 0 2
feu gew< &t ©9 »i3 §Jnardt €t w9 ¢ few
feform Jer 31 femer o 3 fx 7€ wgdt
ﬁ@ﬁjﬁ%?ﬁﬁmﬁuﬁﬁﬁﬁb@ -2 1 T N 1 NA u
feRum 2| 0 12 3 4 5 \e\
y% fefsun <ag fex fodtans Aifudt Aea A fy= 231

2 feegg ® ufsa 2 gu fem fourt (Lipsey) 3 Fuifsa gu & =afez &t A

T WITEATHISMT & S9HAITIT € T i3 otH3T € UUd feu sewe Ot w9 »i3 A3 w9 @ feu feform
& Afest 37 fefaurn femdne 3 =ufenr 31 €9 fer vasT § 8% 96 fa A fiuss B3ueasT 3
30 37 5% Hredt STt 3T dHST few gEsT 9| Ad9 Hiedt € Sfodt w9 fioes 83ureasT &t
2fadt €9 3 <U T 3t IHST ST w3 feBHA <1 UT Aa9 fHoes 83uEesT T9 HedT Heedt
I ¥ AN'S U I 3T AHIT Bt SUSfamT |

A3 T9 w3 §Jrdrdt =9 ¢ feg w feg fefem (trade-off) o33 23.2 feg =afsz &t famr 31 feu
At ©9 (p) & Hegr Hrefonr feg ufaeass & &9 (w) © & fanr famr 31 ¥is &< fa fiigss
83uEasT 2% I9 A ©f ©9 &% U I M3 AT HEdT HAET &t 2% I9 A ©f €9 &% Juel I
3t StH3 -ud9 Afgg Idar| fer 397, PC a9 3 B fig Hedr Hagfonrt fee yfsms sew= (M) »i3 3

e
e
|
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Yf3Es & 97t €9 (N) »ia®a viaH 3 9 (0) Yf3A3 A3 €9 (p) 3 59599 ¢ I6 | IF Ho &< &e
fa migafeerer B fie 3 a1 a9 9t J1 Ha9 g& AHAS Har <utet At I 3t feg a3mardt €9 § OT

(2%) 3 1 FIET I ni3 HAEST ©9 & I9 A® OS (4%) 3 Tet J1 #a9 fHoss 83ueasT 2% o9

A% 3 Juet Ifdet I 37 StH3-utd & fg39 few OS 3 2% <t v &% <Udr | g= nigafeerer C fig

3 g1 gaet J1B fig C fig § nivafeere ¥ ge&< 3 I3rdrdt T 2% fie 37 we I At I1 7d9

B w3 C fdent g fisrfent Afer § 3t PC fedtur Tag e fagrs der 31 fer 397, Hear HAgdt &9

feg =fodt 7e° figss 83ueasT 3 <u R4t 37 89 AEHS fanralt| AEH3 § Jae @ e, Hagdt

Zfadt § fioss B3ureasT @ Uty (OM) 3 Jus ¥ ®et §3rardt ©F ON &9 Afos It Jt uRdh |

|
HE

3eH Ve o9 o faw § w9 e 7 SR ST sk A sfs wie <U § FH W St wand
T F o TR 7w 2

PC <3 € niagst wid feg A< &t féet 3 fa AT S9rarat €t 89 5% % S ule (I A fig e ud
uR) T 3t faes @ Har fiass @ yafs 3 2T I »id R o5 yeaT Hedt B sue | g UR, e
S9waTdT €9 5% % 3 <u I (A fig € AR UR) 37 fHoss &t yafs fioss & Har 3° <u I 1 Heedt T
3 e gaet 313 feg I fa Fomerdt & OATT 3 7 5% % I9 A J, HAES! €9 AfEa Ifaaini|
feg fimis quzr arfger I fa PC ‘uduars’ (Conventional) At 1% B3 gH T SIfSUA @9 J H
F9rardt € T9 w3 HAgdn few sewe & w9 @ feu fea Afag w3 feufes Ado 8 yae a9e I

AS H®'SE (Self Assessment)
feaz @r=t § 39 (Fill in the blanks):

23.2 3Hs © feug : B0 AN T fefsun <o

(Friedman’s View : The Long-run Phillips Curve)

WIEAASfan & fefgun sag & niFus i3t I w3 <t giet 3 ARTs St ozt J1 Baat e H3 I fx
fefeur Ta9 63 AR &% Hau JueT I w3 AfET dt 3faet| fer AEHS € y3umm 3T sewe @ 5%
A9 Aet I A AN fe9 ACHS i3 Srare feu fefonw (trade-off) adt ger I fea W3t & AEUET
g3Hs W3 @®BUA (Friedman and Phelps) 3 a3t I i3 fegst @ fAuis “3egzer=t” (accelerationist)
7t “nisafBs yswHE=" (adaptive expectations) Ufga@usT € & 3 yfig I

SisHs ¥ W3R AEHS w3 d9mardt @ R fefory & <9ss a9z ¢ w2t feq Afae 88 AR UR T8
fefeun sag Hoz &t ot 3= &dt I Tfaaz &g feu Aag feg 83 AR <t wies J1 U9 et 99
Je T5 fAst @ a9z fefsun Ta9 ®R AN &9 Agaer 31 fer &9 A 3 Hos<uds T9 (variable)
A3 €t y3urHs &9 91 A 3 Aelf3 & ersfed w9 i3 y=3wins w9 € &g »izg I 3T 33 88
At UH T8 fefsun a9 d9ar | ug A< feg iz #H AN e u3H 3 Aret 3 3 fefaur saq nigss
(vertical) T Amet J| feret fanrfipr a9z € &t i3He ‘Sdrardt @ gegst @9 (Natural rate of
unemployment) € o' & UF ager J1 f&T S9rardt €t 89 €9 I fAA 3 nimw-feemer onmEr nuSt
HIgaT & @ g feaedt J1 feg 8o admart &t w9 I fare B3 AEHS w9 Juet I w3 fare €3
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A3 w9 wieet 31 fer w9 3, A3 w9 & y=fafs & 37 Juz &t w3 & It wes & J<t 31 fem 34,
g9rardT € gEgst €9 § S9nardt €t fed frd frdt w9 @ gu e ufssfis i 7 AT 9, AR 3
A3 & TR3fed T9 mi3 A3 €t y3uthz ©g g9va9 Jet J1 ferset feg adnardt <t fea Az®s
w9 I TR vig nigg-feerar R AR <9 AEt 31 A AN <9, S9rard! & qeast w9 3 fefwun <o
fea nigsg Iur Jet J1 f&u qeast 7 A3TH3 S9rardt @9 Id <8 © &el forfes odt Jet | g8 fea
WJg-feerAET © nied TAZ ITH9 M3 HIH ©f Mdx HIga3H feRrs=t ardt fegurfas det 31 fea
I3 »i3 J9 TTHY nUIEse J Al J | Bfde iR a9e o fefsun a9 87 AR 58t faee a9er
3 80 A3 &t y3wrfaz w9 I feger Aau fer 3% &% I & maH far At 3 Sta-ata Aeifs ufas
3 nigHs BareT I w3 8T HAEfonT § WigH™s T nigH™S Wiag® &g Ade” J1

Ha 58 fa nou-feerar FEMf3 <t 2 yf3Ez & He v 3 9% It T »i3 §Jnaret €t yaaf3x 9 (N)
3% J1 fo39 23.3 few nwuats fefsun =a9 SPC, © fig A 3, 3z sfey few Félfs & fedt
T9 Ifoz &t BHie a9 I5 1 TT Mo < fa AgarT S3mardt ©F €9 § 3 yfsEs 3 2 yfses uwe a9s
€ BT AHAZ HaT U8z I3 Hefdx - THSHIW Yda™H niusTet 31 AHAS Har feg =faft 2 yfses <t
FIHATSt 9 © gy A3 €9 § 4 Yf3H3 Tuar| AE Rsfea Aelf3 €9 (4%) y3ufes retfs
T9 (2%) 3 <u gt I ni9r-feeret SPC, Ta9 3 A fi'e 3 B fig 3a Aet I i3 §IAdrSt €9 mAETET
I &% 2 Y33 3 39t 1 oo ferset It 9 fa mafia sfamt famr 31 €9 2 yf3w3 &t A3
T T »iET JueT At far 3 8ot HAESt Har vrarfas At Bfaw »rfug &9 Aafia fego AMSE e
J FEif3 & eAsfed w9 4 yf3mz T At o= Aeifs <t Bus' &t y3wihz =9 gz At J1 A< fex
T3 fed faor Jer I 3t 83 AN = fefsur a9 SPC, HA U SPC, 3 fiee &9 Aet 31 g8 A
Aetf3 & 4 yfsez & €5t y3wrths &9 € oo Hedr Hagfon g =fofa & ¥ar ager 31 G0 €<t
HAefant & HaT a9e Ie fafx 8T Aue U6 fa T93H™s Hear HAedr TTAsfex 3=t &9 nugaus
31 gn maet &9, BU €8t ahnst fiT Ifoer 98% g5 »i3 eAsfea HAgfon f<T fagee § €9 s
98¢ I5| ufgeHARIY TR HOH &3 F0dlt, S9H HAEdT § Je=dlt »3 SPC, T3 & SPC,
TIT T gEHT © &% d9rardt B fig (2%) 3 C fig (3%) & TuRait| C g 3 d9nardt &F geast
TJ HZ AETUI J Aet I ASt 92 IR3fed »i3 YSEH3 A3 &t €4 w9 (4%) J1

A9 AIT9 T 2 Yf3A3 T FIAdrdr-Ung afaH JuE ©F fomew I 3t 89 aes Aeifs &t €9t w9t
& B8 3 fed fiar &9 Aawt J1 SPC, ¥a9 3 C fie 3 AR Har e =foft adt a9mardt § fex
9 T 2 Yf3H3 3 werfen 77 AT 9, A€ 3d

WAt D fie 3 &dt uge= 1 D fie 3 6 uf3Es AE3 SPC,

3 2 Yf3A3 FIAdret € &% HATd' © BE ASH3 <
YSATH3 ©9 4 yf3mz 71 fAe 9t feg 6 yf3ms Aelfs
w9 & &<t uforfafant 3 wust ysumt § feenfas
aee I 3t 83 AN T fefsur =a9 ga9r €3 SPC,
3 fige o9 A=’ I w3 gdnaret E i 3 3 yfsns <t
MUt gEg3t €9 3 T 20 A4t | Aag A, C M3 E
gt & fietfenr Aret 3 3 89vardt & geost €9 3
fex nia®g SR AR fefsur T LPC fufont At 3
o9 3 Ho9raret »i3 A3 @ &9 fefarm (trade-off)
adt Jer I g8fd A, C w3 E fen 3 AEHf3 <t a8t
w9t &9 ot fea =9 3 yf3mz & gegst Sonardt €9

Inflation (%)

2 o7 Ne et 31 Semaret @9 e foret geedt e O T2 3
2 g% oFt < a3t 3t &% U It w3 w9 fee Unemployment (%)
feree melfs wedt| dfas feo ae% wFEe 39 3 fogg 23.2
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Age J e 3 fa FafHa AGHS &9 & uie AF U nigH™ ®are J6 | %N AN feg nigg-feeAgt gearst
YIAITIT ©9 3 AU I € T g Jeai |

ferset, 83 AN &9 fAge S9mardt w3 3 ¥ 99 fefoHw adt Jer I feger a9z feo I fx
AEH3ardt y3uHE 39376 &g A3 feg &t dfemit 3, feor wavsa AR ot At 31 ferset 7e
A3 € TR3fea @9 fg39 23.2 &9 4 yf3As 39 o<t T AOfHA I8 AN 3 2 Yf3E3 & aHa
e Jue I6 »i3 BA AN 9 89 2 yf3mz 3 €3 4 yf3Hs 33 niust ysuA=t FAfUS o9e 76|
faBfa 8a »uE & ysuwm=t € niggs ade I ferse! ferd niagfss ysumr ufdasusT (adaptive
expectations hypothesis) @ faar aret 31 fer ufgeuusT ¥ W= REHS & y3uhz ©9 Aer
TR3fed ©9 ¥ Wie 99 At I U9 Ad9 TR3fed ¥9 Afgg Ifadt I 3T y3uhHs w9 nmym feu fear
g9 J<dit | feoe &% feu o3imr faawer I fa ASHS w3 g9raret @ €9 863 AR © fefoHw Jer I
Ud ¥o' @ fEU 30 AN feform adt Jer 9 7e 39 fx fow fadsa Suet A3 w9 Auw odt oSt At T
m&gaTet (Criticisms)

I8 vrat 3 3R O Iegserel ufgausT € nidgstet O aret I

1. wia®g B AR feu fefsun <o AEHfS & AS3 (steady) @9 % AgfU3 w9 J1 U9 f&o 3t
fegrg 54t 3 fatfa faer A=z wierar & uges &t y=fafs ¥, nivafeerar rer ninzfss Afafaut
€t mIfentt 3 Jow greet J1 fed fadt wierEt &9, ysua<t A% g9A™ fees T At T
URUTST 3 niATe <4t | feoe 5% GRet AfEf3 nimuRe Joet I

3. nia®g N AN fefsur Ta@ 3 g I fa Arfon Y=t AgHe 3 ni3 ¥ 3fey < Aif3 wat
T BIA-BIX MEHS S9e TG | BT € H3 J & B A3 9 T Bla-31d nigH™s adt &
U g%, feRE gu 3, A€ I3 13T T gffnit 3 20 37 5% JusT Basdl feRfes Jer J1 Jfey
& nifsAfgss= @ ags yast »i3 Hal @ €9 niAZss & »is Sdndrdt ©f e9 g <fafa J=r
forfgs Jer J1 S9AaTSt § U3H a9E 37 €9 ©f 9% J 83T fadt fers doe wow Afafs ffe
U AaeT J

4. nu2 fea By &g Ssis i fer HaesT § Hoer 3 fa R AR & fefeun a9 fawsas nigsa
Bt J FaET, g%fa A3 ) Sudt H3de! @ 5% 88 Ao UTH ST J AGET J 73T <Ot Jet
YIHATST H=aT |

5. g3 migEgEESfont T gfgeT I fa Sgwardt €t 8t €9 3 HAgdt ©9 &dt <uet T

6. feg femera iz At 3 fa Higat f&9 Hea™-3f3 (money illusion) F&t 31 8a niust TAsfea
HrEdt B9 € IR miuSt HegT Hedt B9t T efefu 3 <o fofss sfee 31

7. I8 »TEATHIST AMSY J6 o §drardt ©f gearst 29 fea 2T Hi39 I fatfa dsis & ret
S AURE UfgsTAT 9F T W3 &t 3T I

8. A& TTfEA® (Saul Hyman) & igH™s Bfenit I fx SHAR @ fefsur <o nissa &dt Jer gsfa
foz3Ha U & % Jer I1 Tfers © W3 I fa Aag wiAt RS w9 T =fofa § He 3 o
3t §9Harat € ©9 AETET gU 3 et AT Adel J1

@?

JtIFTAETE T A3 »i3 §Jrarat @ feu 83 AR w feferm Jer 31
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&<

AS U (Self Assessment)

Fggfeasuin yas (Multiple Choice Questions):
3. HEJ HAEd €9 »i3 §3rardt © 9 fem 8®e Fau § yzrfes a9s e gAr a9 J -

(®) fommurg afonr &t yafafs () HIH
(T) Hear (7) fee f&g aet &t

4. U<t fenug fger & wiefy &9 A€ mov < Suet Har @ 5% S9Adrdt 3T Idt Jedit 3
HfHa Jar e<v=dr -
(8) Hrrgst () HIH
(®) AN (7) few &8 St a4t

5. Ad9 HOH G3Ued3T €9 YedT HAET! B9 € ANG J0et I 3T . &t STt |
®) FoH &t =9 () SH3
(¥) HAedt <t =9 (7) fee 38 St adt|

6. 7% 3 ASIf3 & TrAfed ©9 w3 Y3wths w9 @ T »is39 I 3¢ 3 AF UH 92T -
®) =% fefoun a9 () =
(¥) AIH (7) fee f&9 a2t &t

23.3 feRauss ysumE= ni3 fefeun a9

(Rational Expectations and the Phillips Curve)

3Hs Irdt yfsurfes fefeun <ag &t 3=fa3 ufgamusT (Accelerationist hypothesis) &g Sdrarst
3 AEIf3 ¥ &9 83 AN  fefoHT (trade-off) 3T I US BN AR © feform &dt 31 feger aez feo
adt St 7 At 31 faBfa AEHs €t Aerfes w9 <9 mer uie Ifoet I forsst mer foa niedfas
(observed) St ugt AEt I| ASH3 & HaTfez v ¥ AHGIAS a9z © et ufas! nefa f&e nedfas
aHt T g nigurs § Aed ufast wiefl &g 9= =@t ACHS @ vigge Haad feret Aofes w9 & gaar
fodtaE ot At I

feRauss Y3uA=t 5% Fafou nouRE3fanT 3 BHt niefo ¥ g9 It A3 i3 Sdndrdt @ &9
feforw afaz &t Hees &% feaara o137 I feae wisAte, d3Hs 3 fer aus &9 ffos feg aeer
nRTASfER I f& dtH3 Y=t Hy Ju 7% fugst AEHS € nigge € »iag 3 dt g=wet At 31 A<
B MuSt StH3 ysEER § fer Hifemms § wog 3 ue 9 sPC. LpC
3t 87 nifedlt J¢ I5 | Had 8u Suet It oitHst @ @9'F fed §PC, 2

fAaT Aoe I% 37 feg udl i 89 I%3 As | U9 feRauds &
fed fadt a5t ot a9 | Fwfa 8T 3=t A3 & fimmesg
20 dtx Jfevest agz g AHAS Buman Ao @ yGar
g4 | fefeur <59 € Agy feT fesayas ysaA=! T fegg
fg39 23.3 f<g Um o137 famrm 31 Ha 58 fa S9mardt &t =9
3 yfsHz w3 A3 & w9 2 yfsms I Aé SPC, @a@ 3 fie
A 3 HJ S9¢ I6 | SIAAIST WS SIE & BT AJAT HEdT yIst
ot =9 <ur @t I, fre 5% W3 SuSt g9 J AEt I 1 ITaH
UfIaBUaT € HS™K, SIHT § JH3 € niTH UTT & 87 mus
80ar & vt @ g9 <9 fimmAs9 < A Gumag I

Inflation (%)

LOVELY PROFESSIONAL UNIVERSITY



fearet-23: fefsun Ta9 ferdns

Bunt = feu Aoz fioe fox 95 I fa atnsT 1< =fafa Guat & emzwit <t ot few =fafa @ a9z It &e
31 fegr ufseAgy, 83ures Juz © et €T JU T9a9T § AT 3 BT I | AR 5% S9nart uie
J At I =99 <t StHzt TT =fofa & »iud Buar 575 Fafts Has €t 9% aoe 961 Ud AE AIfHar
o Har Suet I 3T Hiedt Juet I w3 S99 Hefgx HAgd! €t <fsfa § esfex vagdt < efofa v
&% 75| fer 397 nigg-feergr &3 AN fefsur =av SPC, 3 A fife 3 B fie 3 €3 &t wig w&et 31
Ug 23t It <909 »i3 e9H g ue U6 fa A9 8ar few a3t w3 HAefon &t <faft I ot T
gon feg & Uit 3 fa Bus' &t F9R <u ot I A3 w9 T 4 yfses =fefl @ a7 ot <vew feu
HIAA g% 76 fa 8uat & eAsfea Hagfon we § et 3 w3 HAed! Sus © &t vae uie 95| fer
39" AIAT € HeTT 313t € a9E  nioE-feerEr T AEHS & w9 Ju At 31 ufsenmegy, SPC,
<9 3 feg fiig B 3 C &t »ig g Aet 3 fag admardt @9 3 Yf3mE3 I A3t A Irdt fersax
Hefax atf3 niusm 3 ufasT @ g9va9 J1

i 9T 299" Hed" A3 SUa S9rdIat We S9E & e9d" W36 Jdt J 3t 89 few aaHafant
3 SOHT § HIY &dT 5T AE! A3t g nide-feerer ffE Skt w3 dtHst &t afsfeftnrt 3 sra
Jue TG | 15T SIH MUt THSNT ©F BAET ¥ 5% 1% A3 fEg fafy & »iEt g9et I 3t 8T niuET
83urez o= & afFR adt a9dt fARAt SPC, Ta9 @ W e Ifewt| fl 31 egaet & AR®
J, FOH Halos mg-feerer &g Suet It dtH3t ® H3™a HAES! <0 € Hal &9 I | AT AIES
Hefoa yAgE (A IrdHM) StSt & 978 Juet I 37 e9agt w3 eoHt § feret wes g At 31 Gost
T ng3e It 8ot & y3umEe T At I1 feAwst Aga9 Ae 99T feR 39T &t ISt nuatet 9
Jrerg 3 ferer yze 5 u? | fer 397, AEHS €t y3uhT &9 Tga9 <u I35 @t Har a9e I6 83 gont
Ju dafontt adt ¥t I TR AEet 89, SOHT w3 T9a9 Hedt AWSS w3 ahH3-atfamt &g nust
YSTHS! 557 #¢ I6 I S9rardt ©f TTH3fe ©9 »i3 gedst w9 9y, fen 3% fa 63 AR o &,
et nizg & gU AR

2

cTHE BN AN fefsur a9 @ Aau 3 »ud fegg UR &9 |

AS HBIE (Self Assessment)
J5 &3 a2 st &9 Adt w3 aw3 & ufowrs a9
(State whether the following statements are True or False):
7. ®A AN &9 A3 w3 e &9 feform &t Jer 31
8. ®A AN, &9 §Indrdt & geast w9 3 fefsun Ta9 foa vig®y Jur It T
9. B3 AN ¥ fAe® §Jmardt w3 A3 T &9 feform v 31
10. B0 AN &9, niIe-feerer geast S9Adrdt €9 3 AR d= & &t U &t J=ai |

23.4 fefsur =9 &1t ferua fafos 53
(Policy Implications of the Phillips Curve)

fefour =g 2 aifs Hadt fsfos 33 HoSeusz 7| feg Fsm fider T fa a9mardt & 89 udst @ fast
AeH3 3 Jaz ¥ &t Hefoa w3 IaaHMT atfsnt far vt 31 yuar feg fenret 7 At 31 &A
Haet feg, o niftarst =9ar v fer Ay few H9ar wors a9 I fa 7 §9rardt @ ung fesT 9,
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x4 3t A3 <t faat w9 Afos St 77 Aeet 91 fer HeBg © 1 PC, PC
wet, fefeun Tag &t At Afet Aee Agat 91 R fa

fe39 23.4 fem fewrfenr fomr 3, #aw @aw PC, I fr@

ffe E 3 fifoss ot B3ureasT 3 Higdt v seEe 3, 3P < 2

Ygs IFarg i3 StH3 AfETsT Age 94| feg fie € ¥3

uh fea =39 (fe39 few adt feurfenr fomr 3) feg erer

Inflation (%)

P,
3 ix waz 379 w2 s RftsT Aas Aifs @R g5 ;

ferer H3®E T fa AEIS @ &8 Uu9 3 S9wardt € B8 T N

3 fefaHw (trade-off) 3T AT AdeT I 1 T8 U, o9 I09 5
PC 3 fa¥ s feg fewrfenr famr 3 7 feg o 3 fx 0 U U,
wiftrerdtnt § ot AfesT w3 <u §3wardt fes forit feat Unemployment (%)

g e J<ar| fem 39, fefoun sa9 & AfEst § v fgzg 23.4

nifgar<t feg SRE a9 AaR 6 fa fan 397 €t Hefoa w3

THIHTET 3wt niusTentt frE | Berags ¥ ®eT, a9 miftardt feg Yuz fa foze 23.4 &t relfs
¥9 P, 3IraIt € U, €9 576 WS &t biet, 37 89 fed fadt Hefoa »3 awaHta sttt nust@zar
# fefsur =g PC § va uh furar & PC, @a9 &t AfESt 3 foor 221 feR &% a9mardt € €7t U,
UTS »i3 MURESS 3t RS &9 P, € feu AFe feform Qumem d<ar|

IrdTSt € eIt ©9 €t fenrfim I9 92 I3 3 BaH oi3T At fa Aregnfex atf3 ¥ S9rardt @
UTg § ygrfes a9z € garfen fefsun <ag € niggy Ifde I8 des mouasts feg 31 8Rd miasy
fefoun =ag © a9 fer Haea™ § mAktaS &g fest fa a9mardt &t 88 AN & &3 ygrfes I Aaet
31 UT »iTERTAST €136 3 AfoH3 &t 96 18T& = W3 I fa fHuas amAmg atfawt @ wifty 3
g9vardt € gEgst €9 et A Aaet I fare ufge Agu fioss Iw9 <u waE sefenT AT AoET
J1 »i3 B AN T nigsy fefeun Tag § v& U furaa S9mardt &t geast g9 weret A Aot J1
U9 fefsun sag @ &if3 fenwa f5foz 33 €3 Ao adt 6 faé° 89 Y313 J¢ 981 A wiftart &g
frdt A3 &t =9 @ Adu feu SHST a9 B I6 1 dordrdt @ fefire ©9 &% A% et 3=, 3t 8aat
g aet yfsdat & AT a9e Uer J1 fer 39t At i a9merdt fem feforw &t mufimr yfssor
¥ 13993 goTe a9 € Anfr 31 fer & fosg 23.5 feu fewurfenr famr 31 yfsdo 3 fes Sfenr
fefamum T PC w3 GevriegT @@ I, 1, 1,, 1, 1, 1., I, I & wiftrardiort  Fmarat w3 Aitfs @ feg
o< § Yac J9¢ I | BeHlesT 2a9 v fie
¥ 53%9 (concave) J¢ I6 faBfa faw wiftarret
F9aTdT § wWe'sT gge I6 3T Gust § Al
euﬁaéaﬁ»@ﬁaamgeu@@m
T 3T ASH3 weBst J=ant | fer ®et feu <a@
fossHa BufasT § fenas a9 I51 ug ||,
I5d € WUE | |, T9 AedHfex AfenE ©
30 89 afenrs-Une § fenes sger 31 femer
g9z feg I 89 Tag <t nuE fou® a9 3
aet & fig S9rardt w3 A3 & foust e9
feniaz ager 31 feresH fefomy fie E 9 i
BemHte3T @@ ||, fefsur @ PC 3 AuIr
9T J g A3 & OA ¥ »i3 §dnaret &t

PC

Inflation (%)

OB w9 f fefom 31 ug 359 nifgardt g 0 B I, Dl Iy |
fadt iefoa »i3 TraRe sifsnr nuss fast Unemployment (%)
5 89 FEfs 3 werle wi F5Terd & el g 23,5
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ﬁl

ggs, 3t BeHlesT a9 '’ J A< fEo Il <59 1
fefsur <39 PC 3 F fig 3 AUIR a9er I i3 OC
ASIf3 w3 OD gdnaret fefemH T Afer I

I3 nJERA3Tant & feg gsfenr 3 g ASHs w3
gorarat © fodhuz Het 3 wiofas fefeur a9 @
fage fea S (Bu) A ufgeHr UE (F9) Jer J1
fen & o339 23.6 feg feurfenr fopr 31 =u9 va9
feg fers9 @ gonrst g9z feu Sowardt-FEs BU
feg Wt Reifs w3 euer 83uws ue AT T |
ferer a9z feu I fa fersars Hear w3 IR
3=t @ ufgevmgy Har Sdia A3 nr At 31
959 @ fon g9z feg, A3 w3 §9Faret @ feg

Inlfation (%)

v

TS It e famr nmy Fea e Unemployment (%)
3fder 31ferd PC a9 2 &8 3 Si9t < aifs gt
feurfenm famr 3, 7E F9marat <t @9 fsaiet § 3 fezs 23.6

ASI3 & v9 eUet J1 Acd AHAS Hdl € U Aat Ifder J »i3 ASH3ardt @ami 3 &3 8% Js 3
foefas gy fefour wag 3 A fie 3 U9 59 AfeT J1 Hidet veg™ »i3 A 313 nuEBs 5%
AHAS ¥t farg 7t | wm%ge%ﬁﬁmﬁmﬁﬁgeﬁﬁf&w@aﬁwméﬂﬁ%
@ fugdt e9 It g3t gadit| for et S9rardt Ut w3 tH3T adt Wezdint | feg 3% fefeur <o
T A AfES BuU 2 Qudt 31 3° yae det 31 uT AT < Har fausfos 9 At  »i3 83ues e
3t F9Fart o w9 foulE R a- WWB?H@%@WWW%I fer 39t vt Sue T fa
fersHts Hegr »i3 IHdHIE 313 € a9s TUS gad € gonrst da9 9 fefsur wag @ fomaen
31 Fov I51 UT JoB TIT feu A3 w3 S9wardt € feu fefoum fefsun Tae  yfsgs Afer J1

Hors &dt Heer fa niafaa i3 go8z feu fefgun Ta9 & feeag J Aser J1 fere € a9z I6-
‘fea U 3t fefsun Tag-fHoss g9 feg AHGHs o fafonrfefy e aew Aifuwel feeds U a9er
3 M3 wiIfad AfS3HA @ A9 He® 3 fefamr I fare filg a&t v w3 pufaafis Hefas frois
adt I w1 U, &7 Ta9 midfas 839-83T »i3 gesel ACHS wat € niefun ¥ A feg fHaes
-gg € feea9 v e9ss ager I Aefa feg wirt Afafanrt g fast 3 Ase 39 3 fioss -gwa §
ygrfes i3 I mﬁﬁammﬂ%ﬁﬁmmﬁ%ﬁmﬁmafeﬂm%%ﬁ
ﬁ?%ﬁ%@@@ﬁﬁ?#@?ﬁﬁammmwmmﬁl”

23.5 A<E™H (Summary)

EI3Ha © WigATd A3 i3 S9ndrdt @ feu fefaw v <9=s gz © %<t fex AfaT 63 AR uR
% fefsun Ta9 Haz €t aet 83 adt I 1Tmse feu, feu Adu fed visua@ts wesT I1 U
et g9 Je I5 fAst @ a9 fefsun <9 83 AN feg Agaer I 1 fer few Aa 3° fmmer Hadse
y3s §9 (variable) AEHS € yfswifis &9 31 AF° 33 AE3 & emsfeq w9 w3 yfanrfas
T9 ¥ feg 139 § 8¢ 3% 58 FA uR ©5 fefsur sa9 dear| U9 A feg »izg #9 AN’ few
AHTUS § Aer § 37 fefsun <o niass (vertical) I mier I

23.6 HIEdH (Keywords)

o ¥JAArSt (Unemployment) - SAarg 3 faari
e ®H AHT (Long-run) - X AN T |
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24 23.7 nif$™ YHS (Review Questions)

fefgur Ta9 @ y3™=a S9rardt w3 ASHf3 feu Aau @A |
1 A T fefaus a9 3 Ssis @ feg fors a9 |
‘feRaysz ysume »i3 fefsus Tag’ ug feust oy
fefeus wam 313t femma fofos 33 &t 92 =R

P Db~

€39 : AT &I (Answer : Self Assessment)

1. HEJ™ HAgST 2. aidt 3.® 4. (®)
5. (n) 6. ® 7. At 8. Adt
9. IH3 10. IB3|

23.8 HYfG3 UASAT (Further Readings)

&

gar7 1. Hacfearafian €t s : Hus HieR3<, Siesst uafeams, 2010.

2. RaIfearsfian : gGdt ws Ufsrt : »ig. W%, nirgdT, WiH. g€ UIiEans,
2010.
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fearet-24: fenmug 99 : ufgsar w3 famd

feqrdt-24; forryg gag : Ufggmr w3 fary  °
(Trade Cycles : Meaning and Types)

few =AZ (Contents)

€<w (Objectives)

YHAIRST (Introduction)

24.1 gagt € faAH (Types of Cycles)

24.2 femyrg-gag & nieRE=t (Phases of a Trade Cycle)

24.3 fenwmug-wag Hedt RT3 (Theories of Business Cycle)

24.4 Ted T foryg-gag © Hedr AU’ (Hawtrey’s Monetary Theory of the Trade
Cycle)

24.5 RHEBAS T fanurg-gad HiS® (Samuelson’s Trade Cycle Model)

24.6 foar = fenmug-gae fAU’3 (Hicks’s Theory of Trade Cycle)

24.7 A (Summary)

24.8 wWIEAH (Keywords)

24.9 wfg™ yaS (Review Questions)

24.10 mYfuz YAz (Further Readings)

€<H (Objectives)
fer fearet @ wiftmis 3 g fefonraet Gar J=ar:
o fonmug-gag < faAH Aes Bt
o fonmug-gag <t nieraet Aas BTt
o fonmug-gag Aadt fAo’s Aes &t
o foam T fermug-va9 fAU’3 Aes &Lt

YA3=&T (Introduction)

TUg-g99 Urteret migafeerEr & vial I 1 feg gadte St w3 Hfen @ fer 575 Hefoz 31 sus-
Tad feu I% IHAMg, viHEs, B3UTes »i3 JtH3-UTg feg 3941 @ 39T (wave-like) 839-gee n@e
3fde 95| fefds noermsfont 3 ‘eu-vaq’ 3 fefen qut feu ufseriz izt 71 4. Jeng < f&t
et ufggmar 993 A% 31 8RR nigA™g, « SU9-Td9 § wH 3T feg feet ufgerfhs disr 7 Aer
3 fa feg 93 w3 g9 TuU <t AHfITT w3 Mt ©t nieftmr™ T nies-9e% J1 7 WSt UASA (Treatise
of Money) feg d&n gt f&st argt ufgsar o AUFE J- “TUrg-uda dar sud &t Gast neftt
&% fagfiz I fas &t fefiresT Judt o3 w3 e S9rarg Yf3m33T I w3 1 wieftr fagdinr
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SH3T w3 Bt F9raTT YfSHI3™ 3 ga3s 59 TUT o niRfmit ¥ &% »E®-g9% 9dt J1" U- EAS ©
WMEATT , "geltnl §319-gue <t fefiresT feR39 »3 Hags & 3991 & new-ge% 31 Bast &t gzt
fous w0 a4t Iat, ug 8 fer 3= fou gadie ¢ U6 X Agus w3 fer39 & nierget nigAd w3
Y3 QU 578 THBE-a%e Ba1 3 g9-89 wri8Tent 951 7 su9-gaat & Afest feu ®an a9 o
Hoseyss 315 feg T g et <t gag feagy, e9eq 3 feAs9 5% Gas yIsgy & foufHs adt
ger g fed fror adt gt of 83ures @ fea findg Uug 3 7 3% UAs &t Arg fed firor It AN &4
3 B3uTEs »i3 JHarT € Uyud €3 »i3 g8 € HT fHonr @ &9 Ao fex Jt nigurs &8 fegas a9 |
ug fer 397 @ 9a9 o wies adt | fer 39t fanirurg g9 3% Jrdrd niHeEs, 83ues »i3 aitH3
Uggt @ nieast 839-s< J¢ I |

241 Tag @ faAH (Types of Cycles)

fenurg gaat & w39 3 Jo fer 39t Sfsnr Aret I

(1) e fags a9 (The Short Kitchin Cycle) - feRé &y a9 & fagr Aet I, A3 &= 40
Hfgfenit & HR & der 31 feg afafen nigerHS<t ARe f&gs (Joseph Kitchin) ® 5t 3 HAgY T fid
1923 € <0 w3 ¢ gaa’ ¢ <9 g9 UF o371 89 »iud AU € »ig9 3 e ofsa 3 dfinr fx <o
a9 40 Hfafanr &g € A 35 gaa & Jer J1

(2) B FaIB9 B9 (The Long Juglar Cycle) - fer 5o § <0 gaw <t faor Aet 31 ferg fem
39" ufggrfis oi3T Aef I “feg niggfHa (successive) Aaet @ &g fenmurg afgnr & €39 g @
ger J1 7 1862 3T HIHAT WiTERTHSIT S¥HE #aa (Clement Juglar) 3 feg effar At fa AHfafa
Aae w3 Ufgrmus (Liquidation) € nieftot Fer fea dt qi T fea ga 3 we wiBet 91 fest Aa
3 g€ »9ERHSS! fER o138 3 Ud 96 I H9%d 9ad € AN WiASs AR & AS & def J1

(3) 593 3Wr d=asie Ia9 (The Very Long Kondratieff Cycle) — 1925 fég grt mioamm3dt
Sedsie for af3n 3 uge fa gagt €t 993 st 3341 Jfewnit ge fareT AR 50 A% 3 <0 Jer J
i3 AT & 70%d gagt ©f ¥t gt I1 993 It BH 9a9 § dedrsie 399 faar 7S srfamr I

(4) 325 Radt 99 (Building Cycle) — feR 397 @ ga9 87 95 A3 3<&' 2 fogn= 5% Hau gue 76
w3 frHat @ AN 93 frimmer fauizs der 31 oo AN <8 9597 @ AR 3 © 38T »i3 YRS 18 A der
J1 ferm 397 T ga@ @96 (Warren) W3 fUWgrAs (Pearson) &F @ € mHJlel WTERTHIST € &7 575
Hau 3, 72T World Price and the Building Industry (1937) & € ur3a feg U a37 3 UA A5 |

(5) IHd2H BT (Kuznets Cycle) — HAZT e MIERTESSE 4. ATfEHs IHa2H & 16-22 AT & 81
839-9T8 (secular swing) &' € f&x 397 € g&at & yAuuE 1St fArd fer a1 5% um dit3T famr
3 fa 89 7-11 F& ® ga@ § frmmersg Hosedls g feet 31 feng grden ga foar Are o

|

-

ASH fenmurg-gag Uriteet nig-feerar & viar 31 feg gafanr 3t i3 Hfenr
¥ fert &% Hafus T

AS HBIE (Self Assessment)

feaz gt § 39 (Fill in the blanks):
1. fenmug-gag dd »i3 99 fenmrurg <t AHfafa »i3 vt S weftuter. . J1
2. fenu9-u% IB IHATT miHEs, B3UTeEs W3 otH3 Uudt &t niest
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ﬁl

24.2 fenmyrg-gag @ meAE=T (Phases of a Trade Cycle)

fex fefime g9 mH 39 3 9 nieRuet f&g efenr Aef J -
1. fersg w3 AHfafa w3 83a9m (upswing)
2. BAST (recession) 3 Budt ¥3 fig
3. Hgws A Het 7 »usar (downswing) i3
4. TEa BaWs (revival) i3 gaaT 8388 (Recovery) »i3 B¥ET H3 fig|

fgs gagt <t Afafz &9 fego nierg=t y
a3t (recurring) i3 feagu J<t I ug

far S niergr feu forfos a@aoH 3
% M3T (time interval) &t Jer fAe =
Wig1 & B SI37 A, 969 3< It g & d=°
ug 89 fea It ufgee @ J¢ 951 ufget
@t 313 Quat <t wiH fefames=t Jfent
6 fHeT @ <956 oI3T 77 AeT J1 Y9t
(trough) »i3 B& @ fig 3 B9 I ga@ gaar
fiag 3 gwer 3, FAST w3 Het & nierEr N
& HiftmiH 3 gAdeT J »i3 Y9! 38 ugger
31 ferd fozg 24.1 feg fevrfenr famr 31
T IS JIT T |

N

Economic Activity

<

99386 (Recovery)

H9 €7 1 ‘mrdsardt HaSiit” (originating forces) W3 ‘Y9Sa’ (starters) EfanA™S (exogenous)
3 WiZIAS (endogenous) 3w Ifent® I51 He &< & niu-fea® eagwnt fur Afdh I8 w3
ufgen Agy feg AgSt § AT § fa nioafeerar few 8ua' § AEsUs 3T A= | feR &% Har o<t
Umeﬁﬂwawm%wﬁﬂwmmaﬁlﬁmwmmawm
ﬁﬁuﬁﬁm@wﬁgémmwﬁlﬂ?fwwmawﬁwmﬁm
Howt 5= met 31 uﬁsnmau»mﬁwfeﬂam wiHes w3 B3ues 2 une JE-JE ede
T5 | YSJEG-WTHET B AgWTSt nieAETe! T8 migafeesr feg 39yg if3foas w3 nywss Fast det 9
ﬁmﬁaamfea’mmﬂfaaefatﬁ ﬁwﬁ@mwal“wﬁ%fﬂ%wwa f3e'-
@mmmwwﬁlmmémmn@zmaﬁﬁmﬁgﬂ
HAfo® Jat I »i3 § AaeT I fx ‘user’ @ < fers a96T u_- feat Afafan feg aitHst Safent
5| %9 feg =fodt It 91 =uw- yfsumie feg o Jer 31 femesy Afast Sfdst 31 fosm &
UsAgs fieer 3, # 8 a9d € BT Har § <uet 31 fer 5% Ay fersw der 31 fem 39t foem,
JHAT, MiHEs w3 a3t feg <fafa €t Agret uafan niy niusT URE S9et J W3 WSH AHJER 98
At J1 iz f$9 vadgas AHfIfT nierEr few e Juer J1
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&2 AHfafa (Prosperity)

AHfafa wierar &9 Har, 83ues, JAdMg W3 niHes €9 U9 3 Je o1 €u a3t Sue 95 ud
HrEdt, I35, o €9, fagfenr w3 w9, dnst e <fafa @ nigus 89 &dt <o 31 dst »i3
BAST © nied 3 F'F @ HSIT 20 AT | HF @ A9y »i3 BRT At Ifus & HewaT v U 5%
AES-gad He' feg 3 a7 =fadt aget I1 “ Auaet Yfsmmaret @ yzret feg Adet yf3gfanr, fast
feg §3 & mrfis s, <U% 76| fefine gew< Reat feg dor 31 »iaRae3 <u &3 o yf3wrier
foem 3 99 <ufent 951 8e9 ¥a-AY foem § morfesT féet I1 fem 397 2 foom fvmersg &
Afag U, ‘usie’, As9 w3 HAfedt feg 98 g5 1 8o BusasT ergni ® wet Har a0t 3 mi3 ahis
Waweﬁwaﬁa%wﬁgm%ﬂ?‘daa%am fen 5% udgs i3 B feags=t w3
Wﬁmmaﬁ@am@mﬁgaﬁﬁml%ﬂwmmuﬁw
@E’BE(FIUEﬁMS’»I"S’H AHIE &t IJ4t AT 3 nigafeeAar 83umes @ 8R €9 uT9 3 &dt udedr
fAr g find (peak) »i= 3t (boom) &fde T5 |
AHfadt w3 fig nigafeerEr § wif3 yIs Irare utg 3 uger AeeT I w3 aHst few Aetf3ardt
efadt four e 31 feo mfadt wierer @ »i3 w3 AAST € Fons © ®aRs JIAAST € §iF 37 €
rnieg nigfaa €78 feg Iaret T gu feu Hge Ifde I, # fersardt g 3 fonisgz & aH a9e T5 |
89 f&g 75- (i) Hua3 w3 a8 HS fe3nrdt &t Tous3T fARe™S JtH3T T AY3T fog Bt Sudht
T5; (i) Urtt <t g9w93T € g fanrm w9t fem <fodt; w3 (jii) 7€ niHes <uet 3, 3T euet dvst
n3 Budar €t Afae y=af3 T a9 Susar & & <u AaeT| ufos a9a Bg-AHet § werer I
o F9a foert § Hidar s=8er I »3 ufed © &5 fiesa sus- WHW%| 3 T
e ufge feg Jor 3 fa Szt @ vigg Sar At 3, Frqazaa?%fsrfea%mn@@tm@am
3 fug Ifg Aer I feg Haf3n Aot »i3 WESH-AHTER 9 A 96 | BUHt, 2urdt w3 fenerst
¥g3 A39d J A 76 mi3 nifsnaree & g fsgriee 8 e 31 feg Qudt 1 fie &t gonrs T

AASt (Recession)

e ‘fug’ 3, 7 63t wiefg & ger 3, U3 ©F 5 aifs It I 37 ARst g9 9 At J1 “feg v &t R
&9 it 95| fere T7098 fds feg 98- AEx sA9 few ufamus (liquidation), Sfsar y=wst feg
35 W3 FIAT T FF UIAHUS, w3 SHST few uss & geurs| ” ufseHs: ®g-Fiiet 99 we
At I6 faBfa Bast StH3T 3° nidl TUS BIET I6 | I8 S9HT g€ T AleT Ia | J9 eanT B83umes
31 feg yfafonr Aot 5= AT T

AAST g%t A7 37 J AaEt J1 37 AASt 5% WEAHE ASS3HA AfEST »ir Aeet I, A7 8a ysrst
3 A MaATH 3 U gat I W3 3K (panic) 3 A< (crisis) & AfET I1 ¢ 7 Hae, »i3 <0
fefime gu & wsa, & dt Ater 3, 37 feg femem ¥ nis w3 39537 T & wiaAtHE Har 576 Heg
qﬁ?wﬁlwmm@wﬁaﬁﬁmmﬁmﬁmémémwﬁl
ST g9H i3 ¥ A faaH wWHET a9 féer I fa 89 nmuzT s9ar gare feu wimHgE J1 feo wreT d9
" w3 SIHT § MR AN feg aHre S8 3, AT nidfad €79 feU Us € GH ® niEs saRs yae
T BIR I%; ni3 feg, for @ nda & wiAt ®foe & At 3 fx fefsw ARaet 3° UF fsaseBs &
IH O3 UTIHGST 3 UJY At I . | A% 1873, 1893, 1907 feu Auas IHeT mivdiar g fert
39" @ nigge yu3s Jfenr At | VeH. sEeg. ¥t @ muet feu, “ﬂ?fea@anﬂ-a“rggawﬁa?
fonrs a9 B¢t I v nuSt ferdrardt Aast § »isfaa YsAas foet 37|
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ﬁE"T(Depression)

AT migfaa fafonr feg fenmua g der 3 37 AR, Vet feg fedls J At 31 <Az i3 Aefe @
83utes, IHITT, niHES, HaT »i3 atH3T feg yamuz et 3 At 31 wiefax fafonr feg fenmua g
%uﬁsm@%m%m#ﬁ%,mﬁmgaﬁﬁh@ﬁaﬁﬁa@maﬁsﬁ%ﬁ
Je| 8 ©9 993 397 A<t I1 4. SRS (Estey) © wigAS, “ AXfIW ui-Ha3t e feg fSa=r sinst
feg We J= & g3 yrestH 3, 7 83ures 8 i (formud) TR € grege Het § san aget 37|

ferm 39t Hﬁgﬁmmmaﬁﬁhaﬁ -AHfIR SIraTdt, StHST, BT, HAgdt, farmd
9, @u@a, yJg, f6<m, & AN w3 Iaft feg wid U3s; Sdefantt ge J AR I&; w3 AY ya9
A fsqrs- Urtars =rgnt w3 3T nife er-feae ga Afer J1 feg Aafanit Aael »i3 WSHAHIER
& M3 nigafeerEr 93 few udw Aer J1

I AeT I Het A I3 vimurl<t R feo & I Ao 9 fg B YU AN 3% 3 dt 991 g R & A=
HtHarat (limiting) Haf3wit afs feg » Afdnt™ 95, A Hogs wieAET @ »i3 J98 Sdfent I6 w3
Y&gEs T HIdT YAAS 9 961 fer 397 99 yaz J Afer I

@?

at AT AEE I fe f A ST 3, 82-62 83ues uie H9v ger I

24.3 fenurg-gx9 Aadl AU (Theories of Business Cycle)

89s" »idx Arust w3 ufgrfafant a9z, 7 gafow 839- g3 © ¥ feu fofos 3fde os, suw-
a9 T feeag fogurfos ags afss I1 Bust § AURE a9z € yuss' € ufgeH Agu »idx fAa’s
AHE M8 T5 | wymmaweﬁmmaméw@ﬁ?ﬁmam T3
WIEATAST 3T TUTI- Gaaﬁqm?@ww@ﬁa Hewfﬂm?f‘eaeaaﬂaazaa%aﬁ fefa g Bast
g Tsfer, vofefamrfes, Hefoa w3 Gost fratst feg, 7 9w, T83 w3 foen feu Fdg R Ts,
fesa3 a9 T651 UT wiFt nig® € miftmrfentt few Tat @ 86 nrofea HoSeyss Hss- HEsHs
H3®, f9aH H3® M3 THII H3S T I9u" a9 |

AS HBIE (Self Assessment)
ggfeaminr yas (Multiple Choice Questions):
3. fenmug ga9 uHte™! nigg-feeAaTr 7 J -

(8) wiar (o) YSaar
() f3vmar m) femt
4. f35 vigErESfont & ‘formurg g9’ § fefen quf e dtar T -
(®) Beurfes (1) ufssris
(®) A3z (7) fee fe ot &t
5. UHISW »iTEAHESS fER 30 3 UR 96 & 99%a ga9 € niefy wiRss et I-
®) A3 3 % () A3 H3 A"
(¥) A3 I97 A (A) A3 UH A5 |
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6. 3<o AIMY TadT & AN g3 fAnmer Jer J -
(®) mifswfi=z () fewfiz
(T) BH (F) 827

24.4 g9 T foryg-ga9 @ Hee fAas
(Hawtrey’s Monetary Theory of the Trade Cycle)

y. »rg. #t. T2 (R.G. Hawtrey) € »igA™g, « Tug 9dq fex 6313 Hefaa AHfm 31 7 feg surfanr
%wwﬁwmﬁawe@uﬁﬁzﬁaﬁﬁwﬁmwﬁwﬁam&mﬂ@
Het niGet 1 ot v i3 I fa 933w , I3, U, By, gu wife 99 -Hefoa aws, g3 dfenr
3t, niffga Het 3t fonr Ase I, mfmﬂ@%aﬁ fim &7 nidl, B3ureat w3 ufant @ @8 HeaT
Tt Har ¥ Y=o feu ufaea3s J€ 06| »iF 2 gal feg 89 Ay Ot 3937 = Yy Aas 31 Sfsar-ysmst
3¢ farm & €9 § wer 7 eUt & w3 yfszfamt § udtead A Aewet @ I8 ¥97 AW § surSE A
WSt 31 fen &% nigafeerer few Heer T yerg 2O A7 Wi AT I »i3 fer 397 nafeerer feg
AHfITT w3 et i At 3

T 999 & YyAS wieAEr €€ g9 It I e ¥a Sug-Afeniet § eut fder 31 fanrm & Bue 2=
éfeam@wu%ﬁ%muah&fw@wnﬁme*maﬁ]wwﬁwamﬁwgwn@
@WH@W%HWW%W&WWF&U%%@UWW%W@@
mn@gﬁmﬁnwmmﬁéﬁmmﬁ y@awmwwew@zm”rﬁwg
Burg 82 5| fer T B BT B3uea § <3 »9sT R Iw  wid BT =t I Har § YT a9z T BEt
@W%eﬂmam%amw@%amuﬁimmu@szméﬂwéﬂaﬁmnémﬁmw
&g 7t 3 iR 5% eRSn 3 T <0 AT 3| Aede 2ue g6 T 8st € et s Jer A faar I
3 »i3 eI @ RS 99 Wie J AeT I| T2 & wigA™g, ¢ U IIT ASfoni=T 2 H3%Y J U IIt HaT
i3 0 It Har & H3BY T <0 It AAO3T| EHESY, B3UTed ARfanm3T € YIRS BY d AT J17
fAe’-fae’ usHg <t Hout yfafonr guet 3,f32-139° 83umea ditHst U@z %A I& | 8 vt
3wfawaeu@wﬁse°rﬁawﬁ-r&€ra 3t fx 89 U ¥ aHBz ¥ BT 9 & U AT I
FaE| fom 39, nme@w@wﬁsamfeﬁ% B8u9 8z o5 feagw <Ue Is »3 fedow
3% N E3T Sudt J|

e T afoer I fa mHfatt fsd39 adt Twet foo Aew! | 7Y 8 o909 € UIAY 3« feée I 37 AHfadt
AHTUS J Aet J1 39 99 Burg @ 3° fon et fesaa a9 fée 76 fa 8ust a% aaet oF fda= d Al
T5 i3 7 HeEgT Ufguse feu It I 8Rg SusasT saet u9s’ ® gu few uur 8% g5 1 A a9 feo
3 fa 78 w3 Tt @it SHST Fo AT 9 st @ ufsen Aoy fefows & 3&e feg ners
3y AT T, 37 feerw § Aot fofows a9 Uer 31 fegs’ a9 3 feem J & & § foora Ehaff =g
TSt Yo g5 w3 8o Bug ¥z 3 fewars a9 foe g5 1 owfa 89 Tudt e & oowr gX8s
T wet afde 95| fem a7 urfoa Het € Ag9s g9 I At I

ST T IIAT FAQE & B fenurdt niuEr Hs I9F Bae I6 | fER &% i3t @ fadiz < yfafonr
g9 J AEt 31 formudt Sa 83ueat § 83 98 g wigss <t IS a9 foT 961 Har S A ®
gz , B3ued nust 83uTTs ASfon3T Wer foe I5 | fer &% »idl, 83uws € Aust & Har fSar
At I1 Forardt eset I1 minHes fSar Atet I | faget I Har, StH3t »i3 nitHes- feg A9 Het @
A9 I6| 3 & J9uT g8 feg WAHIE g3 @oHT feefenr J Aet I6 w3 fem 397 8 &
maaaaﬁe?%ﬁ@am@?mﬁaaaﬂmmﬁmwmu%mm%wﬁ%
m?waﬁewanﬁﬁau&aﬁ@rm

T2 T WigHY, YsgEs T Yfafon g3 98 »i3 ga-9a o g®et J1 7 Het g%t gfdet J 37 A &t
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a3 i3 B8R 3 Turdt nus Aed I8 ¥ T a9 98T I6 | UfseHAgY o &t fomget few
HEg™ »BE Haret I »i3 ¥ @ aF TUC U6 | Hod da- ©9 g3 We It J, feg & A aIf39y (credit
deadlock) afen gfder § 7 mafea FafowsT feg fogmere @ a9z eurfon § 8 3 Bua 8 3
33 guer J 13t B fer af3du § ARST HETT 313 »us™a ¥SH a9 AeET J, | g nigafeerEr
few ysgsEs fenrear|

MBIGRT (Criticisms)

g3H® (Friedman) 2gdt Hear-fRO 3t & 972 @ fAUT3 &7 AH9ES o373 | Ug frimimer3a nigerAsfont
3 Bret for 9% 3 niEgeT ISt I fa 8RS gadid 839- g3 & fenrfimr a9z few Hefax Aost 3
frmmer Fig 3T I i3 J9-Hefoa Aust & 8Umr &St I1 frst ot 3 o2 @ g3 & nidgs’ aist
et I, B feg’ I3 <t G99 €8 AT AT It I
1. A YA9 A Aggs 37t »i3 Het adt fsn AseT (Expansion or Contraction of Credit cannot
bring Boom or Depression) - f&r 3% 3° et & feaas adt’ a9 AT fa A @ YA 9=
3% 2urg fafonr wr fersa Jer J1 ug T2 Haer I fa Ay yrAg 7% 3+t wiet J1 feg dix
&t I fa@fa 3 & a9z Ay YT &dt I1 fiefa Ui & sam 3T ¢ 7 vegr yafs fem
JT T8 gEBT TUT 9ad € Widl 36 , A9E &dt | 7 Het & wifsH Afast feg aow FaHET o®
Bumey Jer I, U3 feg B UsgsEs fenrs few niRHe afder J1feR 397, Ay Haws Het
Bt fen™ Aerer I1 gg3 Jfemrm, 31 @9 Het © %Et Afasin H39 Uer &9 Ader J | fer 39t, Ay
T YA 7" Agus nigafeerner feg &t 3t 3t »i3 &f It el fenr Aaer J1
2. RAHfIUY nid3ams & Bt g%t &d° AT Aol i3 Het Jelt &dt° AT Aa@T (Prosperity cannot be
continued and Depression cannot be delayed indefinitely) - J89%9 & T2 © fer 39 &
niF%gaT it I fa “eurfaa 3t € Ja1 ¥ BE AeT Hefdx J9s dt 839eret afder I w3 Aag
HeT™ Y3f3 w3 9=, 37 miferfos o € w2t Avfadt goet 90 Aaet I w3 Het § Ifonr 7
AT 31" U3 35 fe0 I fa 7o on fem Hegr & yaf3s viss & 9=, 37 & & 37 AHfout & niss
I T BT gufenT 7T AaET I w3 &7 It Het § mifsrfesas 3 AEfas &t 7 Ager 31
3. fenmudt a=s 89 A 3 fags9 &dt (Traders not dependent only on Bank Credit) - a7@ &
g fersnz feg 8a-feqsr § 7 arfonr gwar fesr 3, BRet »idgsr 4. Iveadr & 15t J1oe
2 fro'3 fev Y fonast fenmudt AF B fegsr I 7 &t 3° Bug & 3 w3 8385 A u3s
fenmer B9 g9er 31 TH3T few formurst 35 87 Ay 3 Jf fogsg adt age safa v Ffes
3\t i3 fart AI3T 3 Bug-gifaz Irdt wmud fanmurdt @ &t fe3 & ydu o9e 75|

i2

THE fenmurg-ga9 Haft fruis @ 99 feg niud fege UF a9 |

24.5 RAHUSHS T fenurg-gdd HIS® (Samuelson’s Trade Cycle Model)

Y. ANG®AG & f&& AN ARUFEST (one period lag) MPC (o) W3 329 (B) © f8& H& Haa, Ud f3&

39t @ fenug 9o &% HafUs B I 399 His® fadfHS oi3T J1 AHE®AS Ha® o T -
Y,=G +C +] ...(0)

A8 Y, IHST »iEs (Y) 3, t HA 3 73t f Agardt w9g G, usdr 9w C, mi3 Ufss falw | v 3%
A3 I
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C=aY, ...(ii)
I, =B (C,~-C,) ....(iif)
miaez (2) & AHtagz (3) &8 yfsrafus sz Re Fré yus &7 3 -
L=B@Y, —aY,)
L=BaY,-paY,) ..(iv)
G =1 e (v)
miaez (2), (4) w3 (5) & mitagz (1) T yfsrerfus a9z e Arg yus ger 9 -
Y=1+aY, +BaY, —BaY,) ..(vi)

=1+a(Y ,+Ba¥Y_ )-Pay,
=1+a(1+P) Y, —-BaY, - (Vi)

BFHUSHAG € WgH™, ﬁwwﬁ%n&ﬁwﬁmﬁrwwa& 3t nadt wiefa & THeIt
e, 3193 7T (weighted sum) B3, WA 75 foardt 7T et 31 39, foreg, A= Busar
Y<df3 € &% HeU € 9= IE HE' 3 foggg awidt| feg Hea fa Az Busar yfesst & ¥ A9 3
g w3 e 3 e (0 < o < 1) W3 3994 & S #ld 3 20 (B > 0) I, AHESHAS Ur Ya'd & Tt
839-gzTe <t fonrfimr ager I s & Ad™ 3Ifwar 1 feg fésr famr 31

Afest 1 Avg®Hs ¥ Sadi UE (cycleless path) 3 fenias sget I falfa feo aws gea yge 3
nofgs I w3 3e9a fer few aet oM adt ager| fem § 539 24.2 (A) &g feurfen famrr T

Afet 2 ufeHifes gadia U (damped cyclical path) & fenia soet 3, # FEfS g Uda © fage 839er
3T I M3 JE- IH BA UTT 3 ¥ Aer I A T 39 24.2 (B) feg feurfonr famr 31

AHU®AS T YIAUT Sfan HSS
Afast H® T @ fammyrg
1. a=.5p=0 gaTdts Ug
2. a=.5p=1 ufeHfes G39-v5€
3. a=.5p=2 Aftg fersg @ §39-938
4 0=5p=3 ﬁﬂéz’wm ]
5 w=5.p=4 FI9II6 feree3Ha Ug

Afast 3 Af3T feA3™T (constant amplitudes) =3 Faat 3 fenia3 adet J, # ¥e € IF -Uu9 ¢ fage
g9-979 WHe I | oo AfESt o33 24.2 (C) feu feurst ardt I

Afest 4 yf3-ufaiifes (anti-damped) 3 feRee=Ha 9a@t (explosive cycles) 3 yae aaet J | fere
et 28 939 24.2 (D) |

AfESt 5 ga9dls feRde=3Ha €3 A7® U'" (Cycleless explosive upward path) &% R gugt I, 7
g fadt €t gagefatt famma w9 3 ude Aet 3, fAe” fo39 24.2 (E) feg feurfent famr 31
frat Ua Afasher & €3 fenrfimrt sist ot 3,80s™ fed' aew 35 Afasn | 8. 2, 3, w3 4 <t &t
yaast 9ot 1 Ug §ust § uier J ae € It it 7 Aaet I fafa Afae fersw a7 Ao gviT
=¥ AfEEt 5. 3 wigs= fev 5t vt I1 a8 Sa ufarifes vaet &t AfEST 8. 2 e AdU T, feg Aag
fowfHz gu 5% 3t 5dt, ug fugd! »idt F3eet few &t qu fem Wwest adt I1 “vmi3T 3 guasts
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el & HO9® Wusd miefy e g9 fimmersg ufafes & 317 feo ufgeH os « f&d o weat
¥ - fAst § nifeenfEs s2d (erratic shocks) ataT A AawT I - 73 fed g sforos AiTst 57 Uer
I I5, 73 U, %o 29 gEse, viferaa, wife fAse ¢ yguu3 AfEI3T @ &% niE & IHG'
aist 7 FeEt 917 U9 fegst @ ufged § HusT Fee &dt |

feree=Ha gaat & AfESt 5. 4 »iSt3 (past) €9 &dt fumet | fes gaaT @ nig= o a9z €5 gfoAes
nigfs At & ufgeH 9, 737 8379 5e8 § AifHE 9w I1 ug foar & vt & viewsT 31 fenmurg
a9 T H3® faafHz i3 3, A7 fiugt i3 3%t grdt feusfaz favmurs gamt = yfsues ager J1

AHIATSHA H®'E6 (Critical Appraisal)

e »3 3TIS & UIAUTD SfgnT & AY 3 0T IS
feg 3 fa fog »ia® I AT 3<9 & IBeT U
IHEII wiHes § 93 3 & Juet I few s
% fenmufga gagt & fenrfimr @ &t gsfa

Afstags 813t (stabilization policy) & HIIEIHG Tme Tme Time
T gu feg & fea Buwalt wmg I R A 4.
gfgarar @ sam oi37 I, ATz Busar y=fafs (fex

3 ufe JF) < ggET 3 w93 gEx feRdHE 5%
fiwa &t 3= fouH go ferdrs & Buaalt wing
T U &9 ni3 fonmurg 9ag SISt € Bgerfed HgdT

TIHG © JU &9 oM d9eT J1 7 IS M3 39

fead fima gt @313—9?9 Jur gae I5 | 0 Time e Time
3T9% @ H% (B) fAst It < J_ar, ferdena

ga@ & Fiaresr &t et ot < J3dt gEa = s fosg 24.2
(0) fAat It Su Jedm, gaadts UE &t Asesr 88t ot <u J<dit| wAt U.feRe (Prof. Estey) ® &%
AOH3 Je 32 fEA 31 3 »r & 0 A I - “T& W3 394 & AGdT gadid 839-g9e8 Jer a9
T AH3T e Y3 JeT I1 nicsT I faR St fe3 98 y3Ads feu et a9 adt UeT J9eT gufA
»THES ¢ AfEY UU9 3, d<® J8I =fafa yus ager J, fan Busar &t y=fafs faaurfas aeet 9 ug
Hod 3<9a © fouH &g gewe a9 fezr A, 3t ufgeH feg JRar fa 839-vw@ & g1 5y J At
3, fAré g=a Uoe faor At 31 3e9x ufos™ g mes § fer ute 3 €3 & At 3, u9 e nies
&g =fafa €t w9 Weet I, 3e9a goeT He <9 geoe od #eT J 73T JB nTHES ©F Jea UUd 3 88
& At J, 3¢ 39 €3 »i3 feR 397 g1 g% Ifaer T

A=t (Limitations)
J-399 UIAUT afgnr ¥ fer ysur Butar € gege Un fersne € nudt Finet 31

. AHU®AS & fiet fsa gaat & fenrfunr &St 3, Buat & niefa €t Saret @ Hag e 8u oy
51

2. Un ferdnz feg Ha et I fx Bugar & AH3 y=fadt (o) w3 39 (B) AfET 3, U9 Ifdas
&g feg vines € UU9 € 58%-5'% gese Jfde 96| ferset feg 8¢ 839 - guret @ niftwis
3 It %91 I AT I

3. U\ H3® 2 fraat gaat & fonrfimr i3t ot I, 89 y=f3dts nigw-feerur fég Aftg Uug =
3% It wHe Ifge I& | feg eAsfex adt 3, faBfa ngw-feerer y=f3dts (trendless) adt et
gwfa =fafa & uafonr & 3foet 31 fer v ufge 3 fx foam 3 =fofurit® nea-feerar @
fenrmurg g9 @ »iuE TR @ fagHs &3
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AS U (Self Assessment)
I3 &3 7@ adst &9 At w3 ae3 & ufges a9

(State whether the following statements are True or False):
7. RHfafa wierer {9 Har, 83utes, Jrdrd mis miHes 89 Ute 3 de 76|
8. fo<m, Irare, B3us, niHes w3 W3t &g =fafl &t Hagt yafon nmy wiuzr UnE Seet
3
9. e fiug f¥g 737 83 AN = Jer 3, B8 ¥ nig aIf3 J<t I 37 ARST H9 J At T
10. 7 wiafax afgnr f&g fenmua IR Jer I 37 ARST, 34t o fedls T At T

24.6 fagan & fenyg-ga9 fAT'S (Hicks’s Theory of Trade Cycle)

UeRd #. »g foaA 3 »iuat UASA A contribution to the Theory of the Trade Cycle f&8 II=d <9
UIAUT fani & mrg 3 wiuET fenmurg gadt wr U3 feafis fagr 31 feaw &t “3Ieva v fAui3
3 e = fAu’s 839-gw® ¢ fHuis @ € ur U511 AHUBHAG © HS® &% 96, A3 »iwu 839
I8 ¥ niftmis &% sra1 Jer I, foar v Hes =fafa w3 aIfsHs A3®s & AHfimT &% Aeg qwer 3|

H3® € 33 (Ingredients of the Model)

faar @ fenmug-daT WS @ 33< fou T fesfu &t wistae w9, Qusa eos, f&Ht fovm, Uf9s foem
THS N3 JSI-3SIA AET |
fequt €t mEtHe (Warranted rate of growth) €9 89 &9 3, A3t Mu@ wiy § g&72 Juat| feg se3
fo_m A3®s € niggu Jet I AT Tr3fex fovm »i3 Tr3fex 993 f&a It AN @9 3 J 94t 9= 3°
ST 7 AET I ni9E-feeRE’ »isthe €9 &% fIfy &9 Idt J1 fuaH € HISA JIEa-3<9k UIAUD
afanit ¢t 3, At nitae =fafy ©9 @ 5% widfaa 839-ve8 T H9dr YAAS &9t T
8uSa e85 C, = o Y, T U &t I nefa t e Busar § fusst wiefa (1 1) & »mies (Y) &
%5 Hfon At I fer 397 nives © Busdr Uie 90 AT I6 i3 I8 © AN 3 g¢ HaU (lagged
relation) AHfSw AT T
nmy fsdm, B3uTs € Uug feg gese’ 3 e Jef I, ferset feu nige-feerwr féu <foft o
3T Heg Jer|
o U, Yfes foen 83ures € Uug 9 sew= 3 fsgsd ager 3, fenset fea nige-feerer &t =fofa
TJ T T®6 gor J|fgan T HEw feT 39w, Ufez fovm 3 morfaz 3, 73T a=x @ &% fisa Qust
HZ (upturn) fewmer 31 foam 3 3e9a § fer ufoghs otz 3§ f feg yfes fosm & vves G
<fafa © wigu=s T
IS i3 3294 & AfET Hfenr @ fe3 98 J= 3 ‘Bleg y3=’ (leverage effect) It nirafax 839-gw8
2 %Lt 839wt Jer I
H3® & Hfan3=t (Assumptions of the Model)
fenmurg-ga9 w foarta a3 fos Hfansret @ »vofas T -

1. foam He & 3 fa nige-feermer yarf3rs 3 fae &9 niy foem Afgg w9 3 fer 39t Suer 3

3Irfx wigg-feerer aifsHs AZ%s e 32|
2. 93 n3 fo=m = (co-efficients) A% UTHS (over-time) &7 fAd Sa1 5% T I& fa Az®s

UE 3 €3 € wig ferenus (displacement) Fig®s 3 €9 AR 3 ¥7€ 113 (lagged movement)
BB I
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3. fogaH He e I f& e w3 3<9x © H AfET 76 |

4. wigg-feerEr 83ues 3% YIE IHAT YT 3 widl &dt feAS™ o9 Aaet |

24.7 WY (Summary)

ﬁl

it urfasr fer Afafs & 3% of, A€ g9 fes Hel 3o gdt 99 v Ysgus wierEr ni3 fogs
H3 fdg gg dev 31 ‘widgardt Rastit” (originating forces) i3 ‘Yrasd’ (starters) oS
(exogenous) W3 »3IA3 (endogenous) A3 Jfemit I5 1 Ha %< & nigu-fear@ =Aznt
fum At g5 w3 ufse Fgu feg Agdt § AT I fx wigefeerwr few Bost § FEOUS
T A< | fen 5% Har Suet I fen <dt 98t Har & yor gz € wEt fovm i3 Srerg <ue 75 |
Butiar = Ys9Es BY I AT I1 Hew Ut <AZ Bunar feu & ysgEs BY T I

24.8 HWIEdH (Keywords)

e Y&sd3HS (Recovery) - Usd&I |

e 37 (Boom) - 37 aIf31

24.9 wf$™ YHS (Review Questions)

fenmurg gae faa 39t 2 9T 957
fenurg ga9 &t nierE=t U3T 9|
29w fenirurg g9 & Headr fHu's feg |
faan & fenmurg gaw fAois &t 372

> 0o bd =

€39 A 5‘8"’&3‘ (Answer : Self Assessment)

1. NTB-928% 2. @39-ge 3.®
5.(®) 6. () 7. At
9. AJt 10. B3|

24,10 WU YASA™ (Further Readings)

4. ()
8. Fdt

FaH7 1. HIIfEISHAR : WA, . FAg<I3!, fanfen ugfsfirar a8A, 2010.
2. HadfearafHan : feaafHASENE, SBAUeHs S UfSHt : Jgae f& I

3 3fes ne. Quw, TfesT garq , 2010.

3. HSfEIEHIA : GG w3 USHT : »ig. »i%. WTgdT, »iA. 9e UafEars,

2010.
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fearet-25: nif3grsa A IISI-3T9 UIAUT
famr

(The Super-Multiplier of the Multiplier
Accelerator Interaction)

few EAZ (Contents)
€<w (Objectives)
YHAI=ST (Introduction)
25.1 Mf33ed 7 Jex-3<I& UIAUT Sfan
(The Super-Multiplier or the Multiplier Accelerator Interaction)
25.2 fenurg-gaat fE9 Ied-3<9a UIAUT dfgn a7 Butidr
(Use of Multiplier-Accelerator Interaction in Business Cycles)
25.3 WA (Summary)
25.4 wWIEAH (Keywords)
25.5 wfg™ yaE (Review Questions)

25.6 "YUz YAzt (Further Readings)

@<H (Objectives)
fer fearet @ niftmis 3 g fefenraet Gar J=dr:
o Mf3IEA A JSA-3ITIK UIAUT IfanT™ AT6E Het |
o fenmug-gaet <9 Tex-3<9x UIAUT fan & BUSdl ATaE &t |

YA3=&T (Introduction)

I ni3 3994 & feder Yge Hed yze (leverage effect) & afowret I 73T nige-feenar § nmes
yAas © 993 89 A e U9 3 & Aer I

25.1 Mf3qER AT JSA-ITI UTAUT HfanT
(The Super-Multiplier or the Multiplier Accelerator Interaction)

foar 3 niHEs 3 oSt foer &7 38 YgTe HUE € STT Jed »i3d 3994 § diesiy feft 57 fHer
fesr I i3 ferd mifsgza = &f fesr 31

nifsgsa & 4fgs Susar (cY A AC/AY AF MPC) w3 4fgs (vY #AF Al/AY #F MPI) €<f § A3
dfsr 31 foam foom § Fews form »i3 Ufos foem Re Sser I 3fa I =la+ v Y, foem, fAB la
Hews faem w3 v Y Ufas faem T

fagfa Y=C+l
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fersest AY =C AY + Ala + v AY
AY —c AY — Vv AY = Ala

AY(1-c—-v)=Ala

Ay 1 1

BH nif3gEx ereT 3 fa Aag mruE faer feg agt ganrst =fafa J<t 3, 3t nimHes
&g vy It foem & Ks = =faft T At I

8 Ks nifsasa 3, ¢ AHI3 Gusar y=fafs 3, v A3 foem y=fafs i3 s AtH3 593 y=fafs (s =
1-¢) 31
Ks gizT efafa § Aredtt| fer 397, »H39 3 nifsdex I,

=Ks Ala
= wiAt €3 fe3 38 milads € U U gIea »i3 3<9x © THAfGS araeret & fenrfimr a9e 1 He
f&fe fa c=0.5, v= 0.4 »=3 Aews foer 9 FU 100 93 < =fafy J&t I, 37 Adt ninHes < =fafa
AY =x100

ﬁ =x 100 =10 x 100 = 1000.

feg feurfen fomr § fa Az fa<m &g 100 593 U &t =fafu 3 »mies & <od 100 595 U &9
fesr I1 U9 g & MHES § ae® fUd 200 J95 gU a9 fest ger, feo Haa fa

AS HBIE (Self Assessment)

fea= &=t § 39 (Fill in the blanks):

6. Bied Y3 nigy feerEr § nmHEs YAss 3 §g3 S9r A U9 3 & A J|
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Ifsar | : ISA-3ISIR YIAYT Afamr
3. 59\)
<fafa <fafa
(t) (c=0.5) (v=0.4) (AY =c +V)

(1) @) ) 4) (5) (6)
0 0 0 0 0 0
t+1 100 100 100
t+2 100 50 40 90 190
t+3 100 45 36 81 271
t+4 100 40.5 32.4 72.9 3439
t+5 100 36.45 29.16 65.61 40951
t+n 100 0 0 0 1,000

I K & 1% 2 3, faBfa MPC = 0.5 1u9 3= € 3=9a @ 5% fisad (Ks = 10) »mEs g 1000
93 3 U 3T A AU9E e It <fgdt 3§93 <u I

3fgar || feg fenrfimr a9t § & fam 397 aIea »i3 399x @ fHEgE It wifsdes & HS Ks = 10
J= 3, niHes yrss & yfafanm 100 393 quB ggnrst faer 3° 1000 93 quR Sa »mies feg
Sfadt fanr fadt 31

t + 1 niefl feg nigafeerer feg 100 I93 guB & H3T™ feu AT foer &isT AfeT J1U9 S3aTH
gfaz Qusar w3 fom &t Jer| t + 2 wief feg, wiefa t+ 1 & 100 »Hes fed’ 50 = Ufas Susar
Jer 3, fa@fa Aniz Busar y=afs 0.5 3, Aefa nmes 100 feg' 40 @ 4fgs faem Jer I fa@fx
(v=0.4)1 et t+13 t+2 3% nives feg efadt I 90= (50+40 )| fefa niefimit feg nmies
feg <fotht <t fem 397 amar o=t AT AT I- AY, ,=CAY, , +t+VAY,  =0.5x 100+ 0.4 x 100
=901 ferm 39, wefa t + 3 fev nmHes few efodt d=aft @ AY,,,=cAY, ,+ vAY,,,=0.5x90+0.4
x 90 = 45 + 36 = 81 I nHEs few g <fatt (A3 6) § Aae € BEt % niefy fev ninves feg fodt
(A33 5) fusst niefa fev a& »iHes feg =fadt (A33 6) few AT a9 fesT Aiwr 31 Berggzray,
nief t + 2 feg g& nmiEs feg efadt 7 190 I (A9 6) BRg fem wiefa feg nimies feg =fadt 90
(33 5 ) 3 fugdt nieft t + 1 fev 3% »mves fes =fodt 100 (33 6) feg AW &9 Y3 &3
famr 31 fert 397, niefa t + 3 feg a® nHEs feg =fodt 271= fer
wiefy feg nmies feg efadt 81 AW 190 »=fo t + 2 (A3 6) T
t + n wief feg Ufez Qusqr, Yfes faem w3 vinies feg =fadt wiee-
Wew Hi9 3 & udg AR Had t + 1 wefd 3t + n wiefy S BusdT,
fo<m w3 ninves feg d= @&t <fadt § Afat, 3t 3% nintes Tad 1000
a3 quB I At 3, g Budar =UR 500 9T U@ w3 oE feRR eI O Time
400 397, FUB 100 393 T ganrst foer d= 3| 539 25.1

Path of Income

4
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fesg 25.1 feg nmiEs w YRfa Higar fevrfen famr 1 ninies & nigse wigl 3 w3 AN 3 AfsA
wiaH 3 Htpr famr 31 OY, 259 mf3dEa 10 3= 3 »iHEs & AN-UE yae a9e" J1 AN ¥ 576
feg =99 =der I m3 »MHES ¥ 3] H3BG U9 OY, 3 Udeer I »i3 BueT J Ater 31 feg semet I
f& nmies Weet 9 a8 Tuet I

J9:4
at AT AEE I foan & vmies 3 genrst fsem @ g% yge HiuE @ BEt g i3
3e9d § aifsSta feft s fiesr fesr I w3 RG wifsasa & &t fesT 31

AS HBIE (Self Assessment)
ggfeamun yAs (Multiple Choice Questions):

3. WTHES § WioHd idH 3 vi3 AN § W AeT T -

(®) AfsA niam 3 (1) WRf3H nieE 3
(8) AH3T 1o 3 () femH nigm 31
4. foom fsdm & Hews i mS . fis2m fifg ST 3
®) dfss () I
(¥) mf3gEa (7) fev &9 a2t adt|
5. t+ 1 nefh fee vieg-feere &9 100 &93 gU €t H39T fég &tz A 3 -
®) foem (nf) Afe fs2m
(®) fefoem () fee feg agt adt
6. wefat+1 e nmies e sfadt gaorst . & W39 ¥ FIET Jet T
(®) fo<m (n) fefo=m
(T) HeTr (\) fev &9 ot &dt|

25.2 forurg-gaa &9 JEa-3=9d UIAUT fomr T Butiar

(Use of Multiplier Accelerator Interaction in Business Cycles)
MPC ni3 3%9a ¥ fefds Het € 3fde I gea-3<9q gadta 839-v3= ¢ gu fev fefds ufge
¥ AgET J1 He B2 fa MPC = 0.5 I »i3 3995-3= (accelerator coefficient) 2 I1 yges grgsret
i3 ggnrst fevm 100 393 JuB fesr Ifent = 3 wirt” fer of% & wiftmis aiar fa nmies feg fam
39" gEwe ge 96 | 3fEar |1l vinies €t yrss ©f fer yfafonr 8 ruRe sget 31

E

ZTHA Wf3IEd AT IEA-3<91 UIAUT afant 3 nug fegra fanrs a9 |
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Ifsar Il : JSA-3ITIL UTAUT fanim
3. 59\)
(c=0.5) (v=2) (2+3+4)

(1) (2) (3) (4) (5)
t+0 0 0 0 0
t+1 100 - - 100
t+2 100 50 100 250
t+3 100 125 150 375.00
t+4 100 187.50 125 412.50
t+5 100 206.25 37.50 343.75
t+6 100 171.88 -68.74 203.14
t+7 100 101.57 -140.62 60.95
t+8 100 30.48 -142.18 -11.70
t+9 100 -5.48 -72.66 21.49
t+10 100 10.75 33.20 143.95

Budes 3rfear feg yae aget I fa nefa t+ 1 feg nmiEs feg =fodt ggnrst foom €t Hsor @ s9rag
Jet J1 minves feg foo =fodt wiefa t + 2 feg 50 a9 que &t Busdr feg =fadt (RS9 3) femEdt
3, fa€fa MPC = 0.5 31 Susar feg feg =fadt 100 a9z que = foem Yfez ag<t J,3<9d I
2 #¥ 3 100 593 JUT = 50 x 2 (A3 4), »i3 nHEs JUT 250 593 3 <U Aet I (ASF 2 +
3+ 4 ¥ a3 3= 100 + 50 + 100 =250) | »iHEs feu fog efadt us: Qusar feg 125 a93 U
ot =fadt faniet I1 (A3 3) 7 250 &97 guB & nieT I faBfa MPC = 0.5 1ug nefa t feg Busar
fuzst niefy & nmies e @%6 I ferset t + 3 nief feg Busar feg eRsfea =fadt, t + 3 wefl
3 t + 2 wiefy feg Busar @ few @ »izgd 3, F= 125 -50= 75| Aa9 Susqr few fer =fadt (75
I3 JUT ) § 3T € HS 2 &% IS a9 ¥, 3T Yfez fem 150= 75 x 2 ( A3 4) mefa t+ 3 feg
Yz ger I niz viefa t+ 3 feg ASST 2 + 3 + 4 T AT 375 93 JUT niTHEs ©f Ifadt yae Saer
3 1 fert yae t + 4 wiefa few qug 412.50 a9z UB & niEs T yrss der 31 fer wefo feg
nmies feg efodt ddta I 7 formus gag © g § soret 31 feRR gmie nines fsdie B9 a9
fédt 3 a9 3 fa 8T t + 8 wiefy feg 3% W3 WA (trough) 37 (<) 11.70 FIF FUT 3 adt Udy
Aet I1 wiefa t+ 9 3 89 fov Juzs BIE I 1 TUT a9 € UsTSES (revival) WRAET § Y
FIet I vinies wr feu feeo ufod e | feg fsdier »i3 feg Aft fers< o U, a=a i3
394 © fHAf9z dHam § Torier I 1S, fenug gam v rsfed feeog gea niS Se9d & U 3
fog99 ager 9, fa’ fa AvgeRs 3 nug Hes feg fonias i3 31

AS H®SE (Self Assessment)
I3 &3 7® adst &9 Adt w3 as3 & ufges a9

(State whether the following statements are True or False):
8. wif33rea gAer J f& fiag Aews focm &9 ot gamst =fafa Jet 3, 3t nimHes K9 Aews
foem Ks greT <fafa J A< |
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9. t+2nefa g, nefat+ 1 g 100 viHes &5 50 T Yfgs Busgar adt der J1

10. feniug-gaat @ eR3fed feeu9 Ied w3 3e9a © Hign' 3 foggg ager 3, fAe = AvgsHs
3 nug 13w g m 3T I

25.3 AWY™ (Summary)

Y gfgarar & fer Aeu &9 am ait3T 3 f fearet 3 wie Ainiz Busiar y=fafs fer yrs = 839
Tt 3 f& Uz U35 (collapse) 3 UTfast w3 yI= IAarg < AfEf3 3 ufowT Hagt udfanr
fa= u3H T ATt I? JaAs ¥ H3TEx feger a9z e 38 g6 fa 99 niefu few 3= et ninves
@t =fafa e <or fJAr 99 neEt wiefa fee usa 3 yow adt Jer fee &% »iz 4fss foem
T v3r &g ot J&t 9 w3 me fem 397 &t it gfas Busar g =fofta s <u #i<t 3, 37
nHes &9 u3s gg 7 At 31 feR 397, Y. JaHs feuer 9, “feg 3t 93 &t AW y=fafs
¢ 3, 7t 3T & femz afonr § I feet 9 7e g=a yafonr 2 fidg 3 39 & yafonr
It fersg § <urfen At 317

25.4 HIEAH (Keywords)

o I (Multiplier) - I&H |
o UJIAUT fanT (Interaction) - ABHS @ fgnf|
25.5 Mf$"™ YyA& (Review Questions)

1. wif3gea A ged-3e97 YIRS Jfgnr § ufgsras ad|
2. ‘fenryg gagt <9 Tea-3<9a UIAUT fan™ e Busdr’ & 83y a4 |

€39 : AR H&IE (Answer : Self Assessment)

1. Beg yse 2. 863 3.® 4. ®
5. (m) 6. (® 7. At 8. Adt
9. B3 10. A

25.6 HYfG3 UASET (Further Readings)

&

g7 1. HacfearafHan : Hos HieAse, Steast uafsans, 2010.
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feardt-26: B39 T fenryrg ga9 fATS
(Kaldor’s Theory of Trade Cycle)

few =AZ (Contents)

©<w (Objectives)

YHAI=ST (Introduction)

26.1 T®39 v fenmug-gag fAU’3 (Kaldor's Theory of Trade Cycle)

26.2 Afadiags sifanft At fenmug-gaat § feusfos aos € Bue
(Stabilisation Policies or Measures to Control Trade Cycle

26.3 A (Summary)

26.4 wIEdH (Keywords)

26.5 wfg™ yHE (Review Questions)

26.6 WUz UA3AT (Further Readings)

©<w (Objectives)

fer fearet @ niftmis 3 ge fefenradt dar d=di:
o IT®34d w fenmurg-gag fAUS Ao Bt
o HAfgStads aifant A et

UOOIOOD (Introduction)

fenmufoa §39-e8 § fousfos agz @ Sue ¢ gu 9 Hefoa Sist fex om & aedt &a gt
ufgerfss of Afet 31 Aedt ¥ A & HZTT »i3 Je=T § fousfos a9 € &t mda Qure nustet
31 fenrufax 8t @ forde Sus @ &t 80 84 v9 »i3 ¥ < fawra w9 we a9er J1 89 ud gH
&g yfszfant ydteer 1 €9 a9dt 3 AtHT &= uie ager I »i3 Busas=r, feerfent, fanmurfont
nife & <u 8ug ¥ ot ¥ § YSATIS S5 J1

26.1 TB39 T fenyrg—aae fATS (Kaldor’s Theory of Trade Cycle)

foo%H w39 & g93 »i3 focn & doria Hae=s! €@ niarg 3 fenmug-dad € He® © fagHs 37|
BHE nigH™T a9 Taet € yIe J A nigafeerer & faufas gu3 ni3 foin 3 AHST & 39 & Ae
31 wiAw fem, foufs s93 w3 foom & »i39 969 § fanier 31 Ug Ja9 des 3t dt Hee J fe 963
3 f6=m »iddl@ (non-linear) J= |

fg39 26.1 (A) 3 (B) &= fi& | 3° S H3®6 T nHEs-UTY Y, 3 AN I6 | UT I9 AfESt feq 2o
(single) Fiz®a AMEST It 1 39 € 31 A fe@ Y, @ »idl fag | > S T6 niRfeg Agees < AfESt I
fa@fa nirt Afast nirtfi= YA, yIs Irara w3 w3 AEHS & fereatt| g1 uh, #a9 S > | 37 feg
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Afest Y, e v@ yR Ed Stafs gz 1S ) S ) &e
9 B3UTEs ni3 FFArT w3 nigafeHET | S
T uzs § fonriet 3, fad fa fdze 2 gmar
(B) 37a1 feg amfenr famr 3 1a®s9

fagfa feo 99 § Uer a9z feg i@ 0 Y, Yo Y, Y
5 | feast &t gae 8T vt 593 »i3
fsem e®st § nus@et I fess 26.1

]

-

3TH fod®H a%s9 3 903 w3 faen € Aoy FEe<dEr @ g 3 fenrug-dag
2 H3® T fognE 37|

fea nfvw fosm ®s | 3 f939 26.2 few womfenT fopr 31 fiR- |
fA?’ wioufeerET YATS nierEr € <& niglord gt J, firg |ssg e 5 ]
-5 ¥ UTH & aif3 Irat feurfenr famr 3, fAg | <a9 Sasa rUE 1
ferer 312 3 fa 397 2 féHs Uta 3 »ywas AHST I »i3 5O foem & |
Ug #i9 YA g9 J AEr I 8 Afes Ut T fazsna yse, Ssues
3 ®3 2@ 89 Ao €t nilE foen fodfswt 3 <u HaStAS Jer J1
fere feufgs nmHes @ 89 UU9 3 7 niTafeeAET Aadgs wierAgT feg
YIH JI<t I 37 | Ta9 feg mure 9o I w3 gu faem uie gur 3 fa@fa >Y
B3 feg our | Sudt It BaEt w3 Bug 8= & afsset few =fadt

B3ueat § 99 3 575 YAT a9 3 Jadt | fer 7% 83ues feg fosv 26.2
=fodt &t =9 IF U At T1feR e = I f T9=3Hs Ut Aea v Hast B8 B3utes 3 ) feg
&t wieAeET feg Tus Jet J1

&
at gAt wee I BT MuE fenmurg gom &t YA nierEr § 35 nemwet o9
feur@et 31

fer 397 T 93 e%0 939 26.3 feg feurfenr famr 31 ves ©

93 B8 UTJ 3 993 993 W J Aet J i3 e S9usHd & d FaEr 4 S
J1 fer 397 yA9 & wieFET ¥ €96 MPS 20 Jet 31 nimEs @ ni
yugt 3, o3 feu efodt we =9 5% IRt ferd S Ta9 © Ho 3
It feurfenr famr J1 U9 nmies @ 993 89 U9 3 T3t 593 U
JEIft »i3 B nirust ninHes  fox 37 99T S8Ed |

A U6, fAe fa fo39 26.4 feg | 939 A, B w3 C Afasin 3 sorzsst Y
g fewier 31 feast feg' A w3 B Afag Afashit g5 w3 C winfeg Afast

31C w3 B Afaginit 2 few w3 A Afgt 2 €8, 1> S feg ninies ¥ wie fess 26.3
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g €5 adar| A w3 C Afashe @ feg w3 B AfEst ® 83 S > | 3,feg nmies © Uue § siet adat |
ug A »3 B AfEST ae® nisus s feu Aftg 3189 AN feu feo Afasht wirfae dfent g w3
da9 T UE ferfedms Jer 31 fere et aws9 3 Ut A § fed 99 99 © gu feg ywar i3 I 7
93 ni3 faem € Aggt feg yge uBer 31 @ﬁm»@ﬁ@nwaw»@uﬁrm@m
T feg fonr 3t I3

1ES ﬂ>§ 0
dY dY

32, Agds nierET g MPI > MPS.

E3cAdufou@e s fasm3 Iymmrgufemy | s
2 57 weTSHS Ufaeafss SR Us IS RO K 2 578, w3 4
| feufgs gu feg K @ % ufgeafsz der 1 MPI > s
MPS Heu nigafeerer & AfgesT § feur@er I 7 fend By _
A 3T YA9 W3 Agos © 8% 8§ Aedr| f939 26.4 ®
A A m3 B &t Afash 33 AN few ‘rfew fie’
I feg 8 f¥ie Is faat 3 nigafeerar wiust femr C
At 37 YyAg »i3 Fgds T 3% ufdeafss aget 31 fie
CeR ferer S nigwAfGe Jer 1 Ae e C w3 B

3% nie I6 37 9ad O YA wieAET §Y Jet I| A TA

89 fiee I8 37 yA9 ¥3H Je7 I i3 Agds HY Je7 0 SY v Y
J1 fere 8%c A fig C »i3 A 3® W I5 3T Adds ! 0 2

HY Jer J | 7 B0 fime I& 3T Agus u3H Jer I mi3 fo39 26.4
YAY BY de7 I

AS H®SE (Self Assessment)

feaz ==t § 39 (Fill in the blanks):

1. foufas 593 »3 foem @ nizg & fanrGer 31

YAg nieAE" (Expansion Phase)

TH3T MU fenmug ga & yAg nierEr § f3s nereet T feurer 91fR fa fosg 26.5 e
AfEf3 Y, 3 B9 a9 € werEr 1 7t fx 939 26.4 @ s J1 Vi sfee fx nioe-feerer fée C
3 AZ®o e J1 3fcw feu niAfaa Agss e fie 31 C 3 €3 & »id rEatsds feufeonr I fa 1> S
737 nigEfeerET § YA UE € ni9 & At 91 fatfa feem w9 €5t 3, ferset nioafeemer & UHt
ACX 31 €9 &% T J | 3fae Ut ACTa @ 2z &%, UdAt ©f AHTS 83umeasT we Jet I »i3 facm
Yo 5 ©F »id fiee I At 31 B8R B A nigg-feermr @ Urt Aew < <fafa It 9 3t feg wiga-
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feerme & vives fSg o agerd |1 S
fAg &% BJat €t g83 <uet J|
ferset 593 a9 63 <t wid firee
J A J1 fer 397 foem a9 |
3 B3 © »i9 fiee 598 i3 983
g S ¥ 83 @ w9 fice sz |/
&% fdg C w3 B R as wr Al g ; ;
3 fret fx fos9 & nierer 2 ST Stage 1 Stage 2 Stage 3
feurfenr famr 31 | S92 68 <

W 3 S T 2 O3 ¥ e free fosw 26.5
a9z &% feg yafanr oot gfoet I Ae Sa fa &R Toa fea en § g ot 3@ m3 g C w3 fiE B
fime adt %, frAcer fos9 <t vierer 3 f&g feurfonr fomrr 31 us fer Afafs & &2 ferei fég S
> |, fermet 68 & fomr &9 feu fea ninfig wiigss < Afafz 31 feg niow feere § 68 St i 8
At 3 AT 3 fa vierEr 3 79 g A &dt udeer|

ﬁE_H?i MWIAYT (Contraction Phase)

fenryrs a9 &t Ages IS S S s
wierEr § & 35 nemEe | S T ,
&g feuer famr I fae fa B/ i ! |
fo39 26.6 f&9 | for Afafs C c
Y, 3 g9 &R Ts At fx A+C
fasg 2642 fle A3 e |19 s
A yer J| feanmu Al e oSY Y v Yo Y Y
Afed H’g’i%‘ e fie J 8‘?(’6 1Stage 4 1Stage 5 S1tage 6 2
nHEs 3 993 foHs Uug frsg 26.6

| Ud nHes 3 et 83 :

U9 3 ¥H AN R8 niyGas AHST @ a9 UAt Aed uie ger 3 w3 foen waq | €3 & fiee age I
&% It 993 We I At I At 593 <99 § BB ©f 9 firee a9 2%t 31 fer 39, | Teag ¥ €3 @t uim
fiee a9z »i3 S =9 © B o ni9 fiHee a9 &% A i3 C Afaf3nt &% nr At I faer fozg &t
nierEr 5 &g feurfenr famr 31 feo yfaforr 3-8t 7 33at A€ 3 fa | w3 S AYR &dt age
n3 AfESt A i3 C fis &dt Aiet iR’ fa fosg feu mierer 26.6 feg feurfent famr 31 w9 Y,
THES Ut 3 A + C & feg rfazt €3 & fomr feu mft 3 faBfa | > S feg yrasHa yfafonr @
35 & Aedt A 37 g nigafeery ffg B3I viHes €8 Ung V, 35t YA uet 31 ffe B3 I3 S
g It - I, fg39 26.5 & nieHEr 1 &9 feurst ot Afafanr 3 da mradl, w3 gafonrt yfafonr
9T 7Y J At J1 foH 397, I3 & gAfon mEHAGR (Self-generating) I H3T 3 HIER,
83 mafsnit AFt 6 & vig Hs fife fenmB<t I 8u 8939 3 farfos adt Jet 3t wiud nry &
forfas gu feg u3H T A=dt| us Hdt AEfsa Afafs et ARt I w3 Be A oAt I e S fx
Fodt sEE= (R fa a2 niferarat € an Af <t Hafaet § ieer) 8ust € gue 3 5t mBe | 39,
FBII & H3 49 g9 599 SaEt »i3 wiefl ¥ FF ¥ HIE &t g2 I w3 & It YA »3 Aaus
BT H3HA AHIUR Je I6 | Ifaas &g, | mi3 S ot ©f e6at »i3 9ad ©f 99 nierEr feg 8u fom
T9 3 fiaee a9 T5, fen 397 fags9 a9 T51

B3I mug fenmurg gae fAas & fenrfimr a9z feu & 37 39z faud »i3 & It Hefox agar &
YGaT 9T J1 5% It 89 few@er I fa fam =faft a9a ¥ & d= 3 o= fea fenmurg gaw ufenr
et I

Y
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& AS U (Self Assessment)

Fggfeasuin yas (Multiple Choice Questions):
3. Td9 d<H 3T It Ag< J e 593 83 fevm I -

(®) »iRvita (o) Ftw
(® <u (A) el
4. IH3I M 593 3 focm et § &3 feet I falfa gag § Uer auz T 0s-
(®) nimTE () AHTE
(®) it () iz |
5. foufas gu3 w3 fo_m & nizg fanmBer I -
(®) uie () 999 §
(¥) niftrgsr (7) few &8 et a4t
6. dad 3¢ feuret fout I A widiw 593 w3 faer <a9 fenme Ae 76 -
®) =3 (1) -y
(®) 3<rE (A7) fee feg ot &t

26.2 Afdtaee difsnt Af fenrurg-gaat § fouisfas ags & Que
(Stabilisation Policies or Measures to Control Trade Cycle)

fea vigg-feermr € 839-ge@ & fousfoz aoz Bt AN AR 3 M3 BUR AR w3 yudr f&g &2
e I5 | @w%@@nnﬁwm@%&w@mzm%sﬁmﬁamwnﬁaﬁmm
Jer 31 feoe et Jo fe3 f35 QU niuzre AT Is -

. Hefgx 33 (Monetary Policy)

ugfa 839-v3< § fouizfas ag9s ¥ Bure ¥ gu feu Hefoa 33 fea 2r € a&dt 8 gdt ufgerfes
=t w31 aSdt Hw Ay & Hsa w@ms%msﬁzm%sﬁmﬁa@tmw%
ﬁ%mwﬁ%mg%ﬁaﬁg@awgw% 3 g9 few yfsgfant § Fwer 3,
Busa3T A & fomHe Jaat met, muster J1nmig dedt ¥ Hidat Hear 3isSt nuster J1a9es
3 U9 It Burg B Hidar, afes w3 sueTSH J AT 31 fer 39t , nigafeers feg vegryafs
gt 2o U39 fousfas ag9s 2 yuss o3 AF I5 |

et w3 ARSt § fousfos 296 € &2, J'edt 89 ARGt w3 HaH (cheap or easy) Hefaa a1St nustet
31 eufaa ¥at @ forge euBs 2 ot 8o i v w3 ¥ o fanim vt we a9 31 80 ¥ TEw
feg yfsgfant udteer 31 Bg Safmrt 3 v Ag93t we ager I i3 Budast=t, argarfontt, =urfont
»ﬂﬁ:’ﬁ@m‘désﬁgaaf 3 y3Afas sger J1

Hefax 3if3 @it AW (Limitations of Monetary Policy)

U9 Hefgd 813 3t w3 Het § fousfos suz feg du yawt adt gt I 179 3+t €0 ¥5 (cost-push)
fAE" 3 Het & A 3, 1930 & Hus Het & nigse wrer J f& 7e” eufaut feg faammerfesT 3=
3t Hefox 3if3 & AessT fawga® adt get 1 wiAt AfEst feg, 8ust feu Bu 3= < y=ast fawa®
adt I, Aag fana =9 g3 ue & 99| fort 39T fast Busasiet & niHeat feg ot 9° w3 A
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H9Harg IF, BT »iru BusSar Haw Wi &9 fie Ia | WA AfEST feg &7 3T a'edt 3 i3 &7 It eufox &2
g Turfonit w3 BuSIsTer § AHAS Har eU8z few U3 o9 Aow 05| fer 397, mafaw 839-
g3 3 fousfos aus feu Hefoa sifs &t AewssT fasas Atz det T

2. JHGHGT 33 (Fiscal Policy)

feadt refoa 83 sug-gdat § fousfos aos & Aast adt quet J1 ferset, €Rg Atuax
(compensatory)aﬂﬂaﬁ]ﬁ?ﬂ%a@ﬂﬁww%l 37 feg gmarter Bue e OF <0 Aot
Y99, foniaStas Busar uaw w3 fardt »i3 Aderfed faem fousfas a9 @ et g3 Y=t de
5 1ed U, 87 ¥idt feu Agardt udw, fenastas Qusar uge w3 fart w3 Aregnfax foem =@
feu Rofea e 51

37t € €95 3if3 (Policy during Boom)

37t few fors Bum nuaTe AR Ia| THIMT w3 AT €@ Hal w2 dd6 @ &t Adad d9-feam
fafanet 3 nieTena y9w & a2t a9 et I1 for &% fort uge 3 <t I Baet I, A A3 »i3
Aeet ¥ ®ET ATt HaT 3 f5939 a9et J1 U A bow few aest adar HAfaw J1 feg, Agt
i3 & AgYt AIAST U9 feu 3T a9sT AFT adt I fer e, ferr@weaawwatﬁ'mrﬁlzaﬁsf
qer 31 ﬁmaaﬁaamawm%mﬂ mmmmmwawﬁﬁl e
WWWWﬁwU?mmm(Surplusbudget)e"fa’]‘f‘s'mwe‘fal
WA AF 37 o9 T9T 2T I AT AISTIT HIY W F9d AT €= 397 A3 A AT 9| fE = &t feudts
yfafonr Idt nives »i3 AHAS HaT g Wi &9 fée 3o

fea 99 IrAHITT 313 7 TRAT »iuwTEt AEt I 8T Aa3T 377U 8u9 3= I, fARTT yse 7637 @ OB
HET" €t H3TT Ui 5967 I | feg, Arednfes a9m & YadgasTs gt ad o' grfaer w3 /e nigafeerET
AfEg 3 AR, 3T farAt 3fey & 39ty 3% Fa3™s AEfIS a9 B grfaer|

E

ZTHA %39 T euTfad 9o i3 € Aayg &g niud fegg UR &d |

Hel ® ¥9% 33 (Policy During Depression)

Hel @ €976, AJSd Aedriod uJd feg <fadt »i3 a9t feg 423t a9t J w3 we @ gre <t 313
nustet 31 feg Bure RS Har, 83uTes, niHes, IAATT M3 SIHST § TUR U6 | AeIAfeR HIY
feg =fatt T3 w3 ATel ¥ BTt AHAS HaT <Uiel J W3 gIed Idt niHes feg <fadt feniet T
Aegrfed 499 R3S, &fdat, 3H, Udd, AgH, JAUSTS W3 J9 fagH aHf 3 &3 A 95 | 89 fiass
i3 forft fogre Guaar @ et Har Uer age I6 w3 Bust v YsgEs J9s feg Aofea 3¢ 06 | Foad
& BusasT <A Butar ¥ BT Har § YSATIS 596 € HEt S9Aard! SHT w3 ArHrfra Aefir fe
Buret 3 niuzT ygw TuiEt I1 gre wient T &3 ydu a95 € Bt Aga9 I 8u9 dFT, g i3
fef3t ARETet ¥ a% 319 (idle) Ugt Jet HeTr, faen Grwter feg ywar J AT J1

af37 (Conclusion)

Tt yfafafs, H3am »i3 witrs 3 fog39 aget I
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3. fHur fswiz= (Direct Controls)

fror fowizz = Gen v AfET3T © BEt AATST € 81 nitg'es J9' I | 8T nige-feerE @ Hazeuss
faent § yrfes a9z ¢ Bt d¢ 96| o fern Susam=r 83 B3uwdr § ygrfes ade o651 89
aTHﬁ’rcn wrerfiar, a3 w3 Higdt fouizs, foours &g, feform fotizz, niswn (den), fearfaarg
fowizas wife @ gu feg ¢ Is1 %Hﬁ%@ﬁmmﬁ@weﬁmn@mﬁﬁ
9= € BT g Yzt ge 75| w%ﬁw%&m@%@mqﬂmﬁ%maﬂém
a4t 37 oA a7% T TS, FHCTYY, BT A3, ASTEHL ife U gY 96| fermEt 8uat v ywar

af3ar (Conclusion)
Afafgags 33t 2 ozt Qurfenr f&g & aEt nias' 33t gafonr 839-98 § fousfos ooz @ w2t
udt &t 31 fermet A9 3dtfomr T fod @9 yudr a9 grfaet | Hefdd 1St &1 a9 »HS J
U3 89 uie yzet 3, faBfa driterst feenur fég gafont a1t w3 fiat fsd3=t o yows oo HAa®
3 ug 89 <u Yzt 95| faBfa Ut feerer feg gafont €39-gu@ fems Ifae s, ferwet
BJat T yIz Ju <8 U3H ST A &dt I 1 % 839-gw8 nidfaa efafy & st soefe J Aae
T5 W3 I9 neiEsld | Afadiass 3t § neigsly 839-ve8 § fousfos a9s vfoer J1
AS H®IE (Self Assessment)
I3 &3 a2 adst & At w3 a3 < ufges a3 :
(State whether the following statements are True or False)
7. =UT 999 ©f Agus wieAwr § 3 niermret f&g feurfen fomr 31
8. T ®39d ¢ H3EX 87 FAf3n At €8 € vig Hs fie fenrBet 3, 8 8939 3 forfos adt
Jat |
3
10. Hefox 3it 3 w3 et § fousfos agz g <u y=t det 31

26.3 HAE™H (Summary)

feniatars u9w 8 We 95 ¥ BEl, ATAS fenaEtars uat w3 @RS a9t § durEt I AT
mﬁwmwwaﬁawmmﬁ-ﬂraﬂz(Surplusbudget)e?ﬁ%mwe‘r
3| WIAT AT 37T 59 €97 UT & AT AIAST U9 WS J9d AT €= 397 o137 AT Aoer J | T I A
@t feudts yfafonr ardt nmes w3 AR Har § Wie &3 fde 75|

26.4 HIEdH (Keywords)

e JUJ T (Trade Cycle) - @Ufdx & |
o fEa® (Single) - fearet|

26.5 Mfew™ YHS (Review Questions)

1. B39 @ fenrug-ga9d fAgis ot 32 ANST |
2. nAfadtags diEt Af fermurs gagt § fowsfos a9s & Bu er|
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€39 e 5’8"&3‘ (Answer : Self Assessment) &<
1. 959 2. yge 3. ® 4. (®)
5. () 6. (® 7. At 8. Adt
9.91%3 10. I®3 |

26.6 WHMU3 YA3dT (Further Readings)

s

gaw 1. Hasfearafiar : gudt »is UfsHt : »iE. »i%. »iger, WA, g¢ UIfsans,
2010.

2. HoIfedfHan : wiH. &, gagedst, forfenr usfsfirar o8R, 2010.
3. HadfearsfHan € Jt : »@. »iA. &' AETEd 29 Ugfsars, 2012.
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fearet-27: Hefaa it
(Monetary Policy)

LN

271
27.2
27.3
27.4
27.5
27.6

27.7
27.8
27.9
27.10
27.11

few =AZ (Contents)
€<% (Objectives)

YA3'=ST (Introduction)

Hefda 313t & 37 (Meaning of Monetary Policy)

Hefgar 313t & 82H (Objectives or Goals of Monetary Policy)
Hefgar 313t @ Buags (Instruments of Monetary Policy)
fers9a Hefaa 313t (Expansionary Monetary Policy)
yf3gursHa Hefaa 313t (Restrictive Monetary Policy)
feaArt® wigafeerar &g Hefoa at3t & gfkar

(Role of Monetary Policy in a Developing Economy)
IHSHI SISt (Fiscal Policy)

AT (Summary)

mE<an (Keywords)

mfg™ yHE (Review Questions)

AYfU3z UA3aT (Further Readings)

@<H (Objectives)

fer fearet @ wiftmis 3 g fefenaet Gar J=ar:
o NHufdx 313t ¥ e Aas Bt
o NVefdd 13t @ 8em As BT
o ferza Hefax a1t Aes &t
o Yf3dusvx Hefoa sist Aes wet|

YA3<&T (Introduction)

Hefax atst aefonr 89 It niuae a8 A-fatizs Qurfent &% Agg quet 31 feo € 39t @ de
T3 - (i) HSSHA (quantitative) - ™ w3 nYf3wan fouzs; (i) IE3HA (qualitative) - THSSHR
At yf3wan forizz | ufost A9et ® vivs & 9 T Too< ¥8 g9 ¥ Yyg5s m3 UfGed3sH®
WIRE B ATHS Jfget J1 feger 8e aHafiu® 3 & HiftmiH &% nige-feereT feg Ay @ yd Uyud
o famie (requlate) a9 I fear ffT ufoeazarls AT BusasT AY & fawHs AMS Ifae 76|

LOVELY PROFESSIONAL UNIVERSITY




fearet-27: Hefax it

27.1 Hefdx 3i3t & 32 (Meaning of Monetary Policy)

Hefaa &13t & g fea 2r @ Jefou B It niusT I A fawzs Surfentt 57 I AeRs Hefax &1st
& fer 39t ufosris ager I - “nH mifex SISt @ Sefimi & YU a9z @ et Jefon ¥a Idt vear
o 313t § fousfod a9z @ wing © guU R feo 81t 17 . & 7 ferg “Hegr & =TT, yuwsT A
IS § TEHT T B Hefod Yrfaardt It ot e aH a3 fapr, ” ufgsTfis ager J1

27.2 Wefdx 313t @ 8H (Objectives or Goals of Monetary Policy)

Hefax atst @ vy 8er fer 397 31

1. Yy3= e (Full Employment) — Y= Srdr9 § Hefdd St & vy §efmor f&g arftmr famr
J1 feu fex Hoseyuds 8er J faBfx Sorardt a% & des Hefes 83ues & aaA™™ JfenT J I8
fege &9 AR YfSHS™ i3 WEHAHS € & gaA™s dfenr J1 fege wiwrer feg gt fenrGet
I ferwEt ygz ST YU 9 UTH B J |

|

e niH wafEx 313t @ BT8R § YU 39 € BT dedt 8 Idt Hear € uIst §
foti3fas a9z @ w9 @ Ju feg I Hefax atst

2. &3 AfEasT (Price Stability) — atH3 Une &9 AfiesT fanBe Hefaa 1St e fea um 82F T

3. mafax 2fafa (Economic Growth) - I% & A &g Hefda 815t @ Hazeuds Gefimr &9 <t
fea @en feu foor I 1 nige-feerer €t 37 &% nidfaa =fafy 321

4, 3d13'5 AR (Balance of Payments) — 1950 ® A% &g Hefaa a13t @ fea J9 8er feg faor
fa 39136 B A3®s g678 JriunT A< |

AS HBIE (Self Assessment)

feaz gt § 39 (Fill in the blanks):
1. YJE IAAIT & Hefad a8t € uH feg g famr 31

27.3 Hefdx 313t @ 8uddz (Instruments of Monetary Policy)

Hefaa SISt aefonr Fa it nius® a8 Ad-fatizs Qurfent a7 Hag ot 31 feg € 397 @ d¢
T3 - (i) HSSHA (quantitative) - W™ »i3 nyf3wan fewss; (i) IE3HA (qualitative) - THESHR
7t i forizz | ufast ATt © vivg ¥ v9 30 gu@< ¥3 gAY © yoos 83 ufdeassmi® nars
= AHE Ifadt I feoer 8o aHIfAu® S @ HiwH &% »igg feere fég A & g ug =
fsmH® (regulate) sz I1 feae 9 ufgea3sHI® AT BuSTsT™ A © fouHa ATHS Ifae I5 |

1. && =9 315t (Bank Rate Policy) - % ©9, ded & gt 8urg 2= €t 8o wie 3wz w9 I fae
3 B feform & ufost ISt gfant w3 andfies & It Trfes ATt yfssfant § gaar geer
(rediscount) &9eT J| A Jedt I e J fa nog-feermmr @ feg ASH3ardt vae der 98 HO J
AT I, 3T 87 §q 9 < fewr J| Aedt ¥ 3 Bug B Hfgdr I AT I w3 IHIES T oo
&% e Qug B=d | IHfHES FF viar urfanit § Bug = & wut w9 <ur feR gs 1 fem aos
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Bug &z B IHITHES Tt 3 We BuT B4l A € Agws Jer J W3 3T J9 widl fUF 3 I
At 31 fege 8®e, AT oWt S At g6, 3T AT K muSt ¥ €9 § Wer fed I1 afes
g & aEdt 8§ 3 8ug = ARZT IfgEr I, 3T S T & wiuSt Bug BT & w9 uer fev
51 fegr 5% Turfon § <u 8o 3= § UYsAIs fieer J1 foem & UsFas fiumer 31 B3urs,
IHATT, nTHES w3 Hal 0T HY S9et J i3 3T & fSaeT 9 At J|

2. Y& g9 € YyI'%s (Open Market Operations) — 53 ¥6'9 € Yyg%a Hed™ a9 99 dodt o
It yfssfant € aou-feaow 57 Hau gue J1 A€ st Tus saet I w3 ferd doe &t 8 Ust I
3t qudt ¥ Yf3gfant Iger I| IHIHES T T WORE (reserve) Wie AT I6 W3 8T =udt =gar
§ 99 8u9 T < AfEfz &8 &dt g9 AR | »id fo2m g33Afas der 9 w3 atvst féw =fofa ga At
31 feme %2, AT nivafeerEr f&9 AAST (recession) @ Haf3wi™ g9 J€t I, 37 aedt &x yfsgfanr
ydteer J1 IHITHES 8 © W9RE <0 A'e I6| 89 <u 8uw @ Us, facw, 83uws, drdrd w3
Har 2T Afel I i3 M3t & fSaeT 9 Aet 31

3. faws= nigust f&9 g¥®= (Changes in Reserve Ratios) — f&H »iA9 @ A< dad 3 iUt
YASA ‘Treatise of Money’ &8 fest /it w3 Auas grfmu ninfaar ufost e At fars ferd Hefoa
3da ¥ U &9 musTenT| a86 T W3R 09 §S MU &% AHT T g9 YfEHS »uE 30us &9
forae om g w3 g3 yf3ns dedt §9 2 d% gusT Uef J| AT oIH3T JuF Bt J 3F dedt 8
forge viours om ¥ U5 | 8§ § Jedt ¥F € 5% <0 ITHT JuSt Ut I 1 BUaT § nienz uie AT 95
3 8y we 8ue fev I& | faem, 83umes w3 Jrarg & HETT 3 Yfsaw yste Ut I feoe Gwe
Afafs &9 AT forde nieurs wetfenr At J, 3T IHIMHES 8 ¥ nigRs U A J6| 8v <g Buw
fe3 g5 w3 wisfaa afonr 3 wiggs yg= U- 76|

4. guaT3Ha A fatigE (Selective Credit Control) - fefire Befimit <o ferm 397 & Ay g yarfes
Iz T BT TEeSHA AN fatisas oM &g fenrfent Aret 31 nigafeerer @ &9 Aeer afonret §
fotizfas a9z € et 8T »id 39 3 Ufgeg3aHI® ATHT & AgY3T (Changing margin requirements)
T U & e I6| Ae wigefeenyr &9 7 fefire 939t feu o= <mani feu 37 A &fanr It
W3 StH3T U gY J At I, 3T dest 3o BIst HHT Agest Sur et J1 ufgeH feo der I fa
Burg 3= e &t fefime yfsgfant 3 agn 2 gu &9 wie vear fest At 91 Bergas @ wet, AW
7993t § TUd 60 Yf3H3 &9 ¥ & 3= J fa 10,000 7. © ¥ & yfssfant € yrfaersT (pledger)
3 feme W& & 40 Yf3As (4,000 9.) 9@ € gu <9 fesr Aear | fefime u39f <o ARt <t AfEfS

&3 (Conclusion)

yserst ferdresHa Hefdd a1f3 € w2t Agat § fa 89 €9, ¥8 a7 € Yoo, fonge meus
i3 fefime fotizaz Suet § fea &t o9 nusTenT AR 1US AR Heo fAuTSarfont 3 ARt &S
3 fa- (i) Het few ae° 2u fegem »ust te3n v feu Jer 3, 8¢ Hefaa a3 <t AessT #i9
Jet I; »i3 (i) ASH3 @ fegu 80 Aes IfJdt 1 Hear ofont o afosT I fa THaEE 313 @ Hares
Hefox 3if3 few niiAgs <u sdteus der 31 8R3 Awet I arfonrfs<s aisT A Ager J1

&
&t gHt Aee I Hefga aist & g fox @F @ Jedt ¥ It nus I A fatizs
Burfenit 57 J1
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27.4 fersaa Hefsx 815t (Expansionary Monetary Policy)

fersga ( &7 ARF) Hefdx a3 @ Busar wieReiHs A (A)
Wi3IH (deflationary gap) A Hel AF BAST (recession) 3° LM
foome @ et Jer J1 7 THINT w3 A @ QugasT LM,

Har »i3 focm et &t 9gdt Har feg fagee »@dt 3 %R E

. o o . A A, - o

3t ASHS 1T yae der I1 Jedt ¥ fersa Hefaa E,
3tfs g9 ager I # A gwe & wE g s sEEE Y 5 R —

W3 AHAS HaT feg €3 <% gewe fonidt 31 fer @em e
FER ¥ar €t forge Aggst uie gaer J, deT ©9 ue ager
I i3 g=r3HE A Buret Irdt BugasT s ardETt A 0 Income Y Y
USATos sge 31 feost Buet ardt feg wear s few , (B) | !
Ay & QuBEeEsT »i3 BaI8 § uie J9eT I W3 nidafeeHET i 0

1

feg Fug femier 3

ferraa ea @fy o RS9 27.1 (A) w3 (B) It =ofes P, ——
izt fapr 31 il gt ARST AS®B R, Y, P w3 Q 3
J1 fg39 @ 3791 (A) feu famra ©9 OR 3 nigafeere feg
ufa® 3° It wif3faes vear yafs der I1 He &< Jedt ga &t
A 313 € a9 vigsfeerar feg Hear yafs feu =fodt Iet
31 f6T LM @ & AR Ui LM, 3 Fer 24t | fe nimies § 0 Q q
OYE?OY1 %eﬁﬁ%m@mﬁa@ﬁ%m@w(m Demand and Supply of Goods
feg 391 =& D €3 & U D, 3 ASR Ater J THIAT 13 fo39 27.1

Aeret &t Har feu =fadt @ &, 83umes & 4t otvs udg

OP,30Q3 0Q, 3 Tuer J| Aad feAs9a Hed™ 51f3 Jat 397 5% aH Jaet J 31 E, fiie 3 Azss
Y= IS UUS 3 J AaeT J1u9 fors AWt ® aos 8F AfEst few uds & Agesr adt det T

ferer 439 »3 HiN=T (Its Scope and Limitations)

1930 »3 1940 ® TR ¥ 976 feg femem iz Ater A fa 3t »i3 A3 § fousfos aus & et
feg AH=ETS (recovery) 8 USHTIS 596 feg Hefoa 33 & AessT gg3 & Afiz 3t 31 feo oo
HIHET © nigget w3 d&d € General Theory € YaTHS &8 Yde et I

Hegefant @ B3 I & Aot 8 Hel @ €96 ARST HeaT aif3 It aHdfmis 8 @ foree <ar
AT 3187 yfsafamt § udtea w3 fanmm T3 wed WiFT a9 AaeT J1 ufgeHAgY, Bug 8 arfent
awm@w@smﬁwﬁmmﬁlwmﬁwwmmﬁﬁséﬁ@ﬁv
e argETfant feg fsamerfosT get 3 37 feears feg Wit #ifs & AewsT Hia Jet 31wt Afest fiem
¥ Ysg3ES (revival) foniBz feg mrae J g1 faBfa argardt fafonr ®am=ar sfoae & Afast
feg Jet 9 fermet ardadnt § HBHEEMT (inventories) 5578z € ®eT Burg 8z & JFt yeast adt"
get 3, mefa fanma €9 503 Wie 3t 31 faBfa 8o ¥'at 3 ufed &t &t It nivust Heret 8 a9m
HZ & WeBz gde Tn | fere, mfsfoas muﬁwéw%ﬁm@mﬁﬁamﬂ'
8aur I, WW@WW&WMW%@U@W%W&%WG@U
H WS I niEs »i3 FIAITST &% 73 IJ Je I6 | »is BT I aafantt It aet fea@ @Az udtesT
UFE 54t a9 | fer yag, A ¥a A Qusen a9r AaR 76 Bfds 89 adarfont m3 Budas=t §
ferg AT a9z © Bt HAEY &d1 &9 Aae | 1930 © &ra feg, mwzfawqeam%w%aw
figar Butiar 13 fomaet &t 9a, AATS & et Tt nigafeera=’ 3 GEt HoSTYdE Y'< &4t Ut Ad |

E

Price Level

D,

D

N
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“feg &dt" faar Ate f 37 Hows © AR feg ARST HeaT aif3 faaT st ygre @ d=dt, gefx ferer
nifia3y ygre yoE AfEst § T 0 yoe AfESt few uge8e 3 3 feg d=ar | ug nitdt (downturn)
F9u9 &% g3t yf3gusHa Hefaa 3H3 forfes gu & momdt arges § 99 ya g et ferer
ydua=Tet Bergas 1931 T Hefga 3if3 At fard waniet 3 diste gos e nusr Gaems fesr. ||
T UR, 759 A nigg® AIsT 3 Sumen I 3t AuRe gu T ferer Afigsrardt yge d2qr | feerret
ot 39537 Bz ydt I= 3 feT I I AawT I w3 Frfee witwdt & Hh § wier Feet 317

Ug 1930 »3 1940 ¢ A &9 Hefad 315t @ U3s @ of J9s AT? HoHet @ g9 »i3 fers gw
€t SHCAIR M3 HI-3d1 &% nigser 3 fewet a&d @ General Theory {0 AfESST & wiAg & gU
feu Hefad 315t @ Uss & I9 gat| AoH 3 ST X TU %9 3983T miftHs nigHeT (3IBIT A1)
37 Het © An T Hefod a1St § wiraret &t Afefs &8 U sger 91

AS HBIE (Self Assessment)

ggfeamn yas (Multiple Choice Questions):
3. o3 Uue &9 AftgsT fanBe Hefax aist v fex 9 -

(®) Hu Gem () e B
(¥) GrsT (7) fee f&9 et ot
4., UIE IHAMY YU A9 geT J -
(®) fost Figas © (nf) T3 At
(T) Hu &M (7) fee fe8 ot ot
5. fefime Gefimit 5% uR 39T fenif Ay § ygrfes a9 © et aH K9 &2 Al 76 -
(8) fows=va Ay fouzs () €er
(®) fefame 839 (A) fev &9 3t &t
6. dedt ¥q fersa Hefoa 815t BY s9er I ASt AY 79 & T53 § sTet J -
(®) yrd® (n1) P
(¥) UfgeI3arH® (7) fee 38 ot adt|

27.5 yfsgur3Ha Hefga SISt (Restrictive Monetary Policy)

Arfgnit HaTt § e a9z T Bt gaEt aet Hefad a1St yfsdusHa (A Hideft) Hefoa 85t @ &t 3 mat
At 31 feger Sunar A3t »izT® 3 g9 osT ¥ B JeT J| AN »i3 ATl @ BusasT
Har Suz @ J9e nige-feerer feg AEf3ardt eae Uer Je 06 mi3 feoe ads feerst foom féu
34t (boom) =t »ifdt IJ| T A T FI3 i3 BuBIUIT Fud AT BuSdT »i3 faE uie a9 € Bt
aedt ¥ yfsdu=sHa Hefoa 315t B9 aget I yer g &9 Aoardt yfsgfanr & 2ga Aer ¥t &t
9d, dedt ¥ fed fior a9 Aaer J1 fos Qurfenr @ gdt dedt ¥'a yB gr9 &9 Ay BaE »i3
BumensT Turer I i3 fie & AEHsadt vt § fouisfos ager J1

ferer 439 »3 HiH=T (Its Scope and Limitations)

Ud Hefax &1t e 839 Al fotize <9 g3 ot Atz der 91 feaet Atvet fer 397 9 -

1. year ¥ a1 f9 =fafa (Increase in Velocity of Money) — FEtfs & Ja= g Hefoa it &t
ygrfesT €t foa Hazeuds AT I - A63T I1dt It Hear @ 2 &9 =fafa| aedt §'a Hidiah Hear &t
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ﬁl

315t It HeaT YISt i3 Hee € B9 § 3 fousfos a9 Aaer I U9 ' o fed fadt agt 3=
&t et fae 5% 8u HET™ @ 21 § I AA | A3 MR o feuH™s HedT Yast § Ygenst 2d1 575
yGiar &g fenr raet 3 fae ufgeHregu yfsdasHa Hefaa 8iSt wine® d Afet 31 agt 3dtfamr
&% fed frgr o3 &7 AaeT T

() AHITHES S T fsRARET AMGH®S (Commercial Bank Portfolio Adjustments) - yf3sur3Ha
Hefod 315t 8% gt get 3, 3F svafies ¥'d Jedt 8a & Aoardt Yf3gfamt Iua Burg 8z efent &t
a9d & Har yt et 71 fer 397 & SiSt a ardt yfssfant © gu feg ot Anet § Aafont et
feg fage ges o<t 31 ﬁaﬁﬁ@ﬂﬂﬁwﬁvu@muﬁﬁﬁwmﬁwgmw
fegr Aet J1 U9 FT €t IB ANTRT M3 HegT YIdT <Y JEt gEwe odt deTl uT fEoe 5% o% u9g
HEdT & 813t nyg=t 9= At 31

3 AT ¥ Jedt ¥d & ATt Yf3sfantt g€ I, 3t a9 &9 Bt & vzt ST Afet I w3 8wt 3
fonrm & oot <y widt 91 fooR o% T g i i w9 T < AT ug yfsgfant & ainst
fadiz &% & § Uit saA® 99T w3 8T Bas’ & TaTT adt gl e o ot 3 & fg99 oot I fx
at ¥ fog et uR I% fa yf3sfs atvzt feg Jet famree (A fanma w9 1o <fofty) &3 A &t 3 A
9 3 g%s T J1 oW da § feg aat I fa yfssfs vzt e Iet fomee 3 AN 3o gt 37 89
8aat § (yf3sfant’) Uit saFs 3 FTT & T MUS oF JaeT 9=dll en UH 89 feg aHat Ja9e 76
f& yfssfanr & dnst &g 92t fagee s AN 3 o3t 3 8o Bt v eaf I o S agm e ©
Fet yfssfant € 35 T w3 Gt fom w97 3 oow 2 yf3sfant @ 29 T I8t Urt sams § U9 o
Sl Ug A fod @79 o9 © B HdT TF A, ?ﬁaﬂaaﬁru%aﬁm?s@aéauzamﬁﬁgm
yfge Aasdr fan 3 Bast & yfssfant <&t M, w@mﬁﬂﬂéwwﬁaaﬁlﬁn fer 397, anafies
ﬁwﬁﬁ'ﬁﬂﬂa‘rm{wéf?ﬁ—a“r Hfdat year &t $iSt @ 903 &, 3% Hedr Yast @ 4T <0 ot I w3
ufgeHA=gY Hfdalt Hear & &13t nyget g=a g4t At T1

(¥) d9-8= fetm 1t <t gfiat (Role of Non-Bank Financial Intermediaries) - NBFls Hafos
3=t & Hegr yost feusfos aos & AH3T § € Sfofontt &% Jav g5 1 ufost, 8 a9n o= wet
yf3gfant do¢ J6 w3 IHIfAL® 8 &t 397 BAT 397 v @ 7T U Is fAret €3 fenrfimr
SISt 7 gelt I TR, HiJ Hedr &1t @ ffga® yfsgfant 3 fae-fAe famrm w9 <ot 3, -6
FI3393T 3 TU AH YU ST © el fesol HithiH »iug 3 AnTet 3 fape w9 <o AT 76| fer
&% FUSAISE § USHTS fHeer I f& 89 nust forafont vear fes Hitwre § @ 2% 06 fie 5%
@Wéﬁnﬁ@iﬁwmw@@ﬂ@%| fensa*feamw%émmﬁam
g% 75 fe ufgeHAegu Hidatt yfssusHa Hefaa 813t nia g=a 30 At I

(31) BumeT HedT UISt T §U39 a1 5% Yl S9E © BU® (Methods to Make Better Use of Available
Money Supply) -farit 839 fég Buwau Hedr UsSt T 9039 ¥4 &'® YUdl 9 &'% gt Sue
a3 I” T5 13 YfIausHa Hefod a1t § niyg<t g fev 951 feg frdt o5 39t o feafon fes
Ufentt @ faftmit Aaga € S939 Bufent v feamr, aHIfHGS S € 3BT ff9 NBFLs I7dt Aa37
& <u €%t form =97 3 am o9 &%, wirfe | IHafiw® 8ot ® fss AT ¥ aF YUz 59a, ferm 39t
€t AREret yfsdusia Hefaa &1t @ fégams Hear & Buwan yast @ a1 Jus &9 Ae® J At T
2. fe3eax (Discriminatory) — HfJat Hefoar 315t @ nivafeerer @ fgs 8397 feu fedws yge U2
T% | feg faar aet I fa 73 <ov fe3-feermer © wisfoa R939T 3 fagsa amet I, Bas' 3 yfsgusna
Hefoa a5t & aet ygre adt Uet| gx uTh, méﬁrﬁwéq@aﬁ@%ﬁ%%ﬁw%w%m
W%Wﬁwﬁalﬁmwémmﬁﬁ%mﬁafwm@wwaﬁ%w
¥ fegu dv ag<t 3, faBfx 8g Ay Bt few gew= ¥ Yf3 2u 3 <u AeTsHI® Je I6 faReT ags
feg 3 fa 8 Ay AftH 5dt 8o Fae w3 nieHi fagrs 3 &3 397 @ IfHE A7 FEBIW AISSt Hag
@ fegu 3¢ w1 feg Qust ® u9w § THI It dt 59 Aaet FHfa I & AaEt T
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3. A™ g9 € Y39 (Threat to Credit Market) - 759 Jedt &), A 79 § AUSt 57 forisfos
FIer I m3 foera famma =gt < fadsg <fafu & €fie gue s 3T f&u Ay g9 @ J9w-Gar AT
8 °3H g9 AoET J| SBATgY, Yf3gfant Idt adt A7 Aot w3 A g7H9 aH § € a9 AdeT I
4. NBFls € Hus-HH3™ § 39" (Threat to Solvency of NBFls) — Y& yf3susHa Hefox aist
3t 5% <udl fanrA w9 @ It 993 S w3 FUST w3 &9d Hdoat fAe NBFls € RUs-HH3T
(solvency) & ¥=9T UeT a9 FAawt 1 fed fror ferwet fa snmfaws 8 3 f3w, 8o nug & 3+t o5
o<t farma T3t 5% A3fE3 guz & Afafs S adt 3=

5. 8urT 3z =% w3 BueersTe €t y3umr=t f&9 ZEs= (Changes of Expectations of Borrowers
and Lenders) — mmmﬁm%wﬁmﬁmammﬁl
fermet 8 Ay g9 AfEfami &9 niufaeassin sew= & g5 | famma w9t &9 37 <fofa yswmr=t
3 fest gew Aaet I fa #e fer 3iSt § &3 & fesr At I w3 fea fers9a Hear 315t B o1t At
J 3¢ & BugesT fawrA =9t feg Turar <fft d= @ YIeoH® © 9 A AN € 97 °F © Bt
fegr €3 Ao g5 | ©F U 8uw 8z @@ 3fy &9 fawma w9t ¥ <fofu d= ® yseoHs ® I9T BA
AN € gFF 3 U9 & AaR U6 oW 8ds' § feRe! I=arfed 7993 adt get|

6. AN URG3® (Time Lags) — Hfdalt Hefax at3t €t ysifesT 3 fea J9 Hozeuss A feo 9 fa
FgeTdt & AgIs mi3 FaeTent T mifsfomis, fagew w3 yoes € AN uReSTE Jfaet 31 #fa Hefew
m%wmémwémmawgmmﬂmwéw
Hefod 315t g3 I8t oW g€t J1 »is A3 & fousfas sus T feo <u yseadt adt Jeti

Ae U (Self Assessment)
J5 &3 a° adst &5 At »i3 ams & ufges a9
(State whether the following statements are True or False):

7. HegeTen @ 43 I fa et §F Hel @ g9 AAST 3iSt It aHIAES 3 © fomge <ar

Ao J |

. YIT IAarg § Hefax it @ wm Gt fg adt Ifipert fapor J1

9. REIf3 & Jaz T Hefoa &1t &t yzrfesr &t fed Hoseyas AW 9 - A&3T grdt ot Wear
@ 291 feg =faf)

10. 7€ ¥ JedT T § AIAST Yf3zfant I9e I 37 g9 &g Qos’ &F ahizt §o At J1

27.6 feamHts nigafeener &9 Hefax a1t <t sfiar

(Role of Monetary Policy in a Developing Economy)

fea feamrts wou-feerer &9 Hefoa a1t Ay & &= w3 yuwsT § ygifes a9d, A3 3
mmw@mﬁﬂmamw&»ﬁﬁaeﬁﬁﬁﬁamﬁamaﬂm
%|ﬁﬂwﬁﬁaﬁﬁ@nﬁvu€haﬁ@w@@nﬂﬁ%amﬁ3aa&m§dh@3ﬂfaam
T B Ay fewge a9z feforw =9 § AfET a3z, Wmﬁamma@m@nﬂvﬁﬁ
feamm o I

1. AElfsadt saet § fowsfaa a@= (To Control Inflationary Pressures) — feam &t ufafafonr
feg Uer Iz =8} Fetf3ardt vaet 3 ag us € ®et, Hefoa 3ist § um fouss ® Hsa=sva »i3
TEIHS To7 yarg & Gufenrt & B= J&t 31 Hefax 313t @ Buses' €9 ¥ I779 YyI&s (open
market operations) mfeafis Tr &g A3 & fousfos ags o Fes adt I faBfa faer Hafae
227 3 nifeath3 Jer J | IHITHES TS BUHI® sae-AHT (cash-deposit) U™ Jue Js faBfx gt
3 Jedt ¥ T yaz fouzz &dt deri 8T niuz AUm3wr W fard Tat @ J9E Aaardt yf3gfant
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&g <t fo<n ooz <t foer 5dt que g5 | feor fewet, Aoardt yf3gfanm <8 feen ooz <t sae €9
nug forget § 398 U &9 fR Ao, feemt Hear w3 sae! &9 guer uAT a9e J1 aHIfE® ga
3t dedt ¥ 3 U9 Bz A TITT g &I IfgET Adt I |

¥ €9 Si3t <t I6 a9s’ ¥ a9E fed fao o &9 84t ygeardt adt It I (i) 52 ¥ famt &g
aHt; (i) fas Hefas @ HAafes wramg; (i) fer® d9-Hedtafds 839 fag @r3 fefonw dJer 3;
(iv) BT S T iAf33e A3 dudt I @ 5% A%t @ der &dt a9e I5; (v) fers aow fomee Jus
Tt aHIfAws g & y=fafs; w3 (vi) fers wiRafes Hear aag & 97|

Hefax &13t @ Quads @ Ju 9 ufgeasarts forae migu™s (Variable Reserve Ratio) @ €usar
LDCs {39 8% =9 813t »i3 ¥3 g9 Yorsat €f nilAT U ygreardt der J | fafa yfsgfamit e gag
g3 227 J Terset ud w9 YyTHs AES 5dt 96| UT dEdt 3) IdT Ufded3aHs famae nisurs
feg =foft 7 it yfssfont & izt 3 fast Bue yse U efies &« @ a% Busay sast §
" Aa® | U9 aae forde migums § fus 575 3 €t 39837 uieet 1 LDCs 9 ufgeassts fomge
nigut3 ¥ Butiar & g3 Aivet 95 - ufost gfa d9-afdar festa vowre dedt 89 @ a% Anet §
adt Jue I ferwet 89 fov &% ygrfes &dt g2 | vn 80 5 73 <U 39837 &4t 9y Is, Bant @
AT 73 JuT I6, <0 yIfes d¢ 75|

UT A € nees § yITTes d96 m3 esAgY foer & usdt § ygrfes a9s feg Hsa=va Buet
& »UEr JESHA AY fewsdE (qualitative control; measures) 8umw g0 yg=a<t ge I51LDCs
feg o, ves, w@mm@@uwﬁa@tmuﬁawﬁla%ma‘mmﬁm&mm NIAT,
€ B A Afeuet g fousfos w3 A3 a9 € BEt sue=sHa A fetisgs <u Bugas de J6 1 B9
yast »3 d9 HS € fer feg Fer fafonret § fousfos aus feu seefa de Is | 89 nioafeerar
feg niggTfami AEH3Wi (sectional inflations) g Ja= few <u Sutiaht fim de 951 €T nrasags=t @
&t feHt HETT ¥ 59789 wiaIfoH JaH feg AT a9aT AgdT 987 & WS BT Hal T3t 98 5 |
ferer feg yge & U I fa g © nigars ue AR 96 e 37 fa fer yfafonr feg Bast @ mr
Jedt ¥a g gA33f93 I AR 75| THeSHA A feuiss Bue ferfas yarg © mies, BusasT Ay
fowms w3 Ay & IEféer € I FiHT Ag9sT € gEeT © U few I AaR 96 |

2. &3 AfEEsT Yyus F98T (To Achieve Price Stability) - atH3 AfET3T yus a9 € &t Hefoa
3if3 fea HosSeyss wiv< 96| &g HeaT Har w3 yafs few mHfes ANGAS (adjustment) feriet T
fegst ¥ few wHZ®s, M3 UUs feg yf3fdas g Aar| wegr ysfs feg ot =fodt § = <,
ﬂ?&ﬁﬂﬁmﬁa?ﬂaﬁ%f&wéamﬂ?wmﬁenmﬁw%wwmaﬁ%?ﬁm%@fmﬁm
83umes fou efadt &8 w3 d9-Hefdx 839 feu I8I-98! ufgeafss d= &% Hedr & Har euet J1
fers® B=-2 »i3 Her 8RR ¥ &t Hed™ & Har & <udn | ferset Hefaa niftardt § Aetfs Jaz =
&t vi3 dhist feg AfagsT fanmBz T w2t Hear & Ysfs aH HeEd™ €t Har € »iours 3° 3 sue UldT |
3. 33— et wer we a9 (To Bridge BOP Deficit) - fon w9 31f3 ® gu feg Hefox #if3
mmﬁ%w@awm%wmmaﬂm%ﬁw%ﬁmﬁgmaw
m%sﬁ%&mﬁxw&ﬁmﬁammwéwm?wmwmm
firaret, et nit fror gfenmet g AEUS seE, w3 &t w3 feruts, G9egd, gt wife
yfsmigrsT 83uredin fafgnier € ot Wl eFF § Ut Buads, HEladt, g™, yan w3 Buras
W3 g9& U Is | fare 8ust ¢ fafawrs feg =fadt det 91 U9 Bust @ fafours afsdis Je a5
3 A3 € a9z fofous &t atnst & et Jehnr 351 ufseHAgu, nmas w3 fefous few
W39 UTT J AeT J, A 39376 gt WH3H3 J AfeT J1 Hefad atfs 84t fama v9 Idt 3ass
gt € W gH ue a9% feg AoTfea § At J1 84t fanmm w9 fosmt € wiz9 -y=o 3 UsSHIs ¥
IS TS T ST § uie F9s feg Aofex det 91
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&e 4. fam &9 I3 (Interest Rate Policy) - fea feamrt® nigafeerer @ st 89t farma =9 3ifs
TU gu3 § Y3Afo3 gt J, Ffaqr nrest feafiz aget I ni3 nivafeers € Hediags § 37 Y6
Faet 3, A ﬁmﬁmeﬁﬁ%wmﬁal%mﬁﬁ%ﬁhawmaﬁ
a%m%@@m@w@w%@mmammah feg
ﬁ%wﬁwémgﬁ@mmﬁgwﬁﬁmﬁmf&aﬁ
ot fog af<t fanra w9 &3 @ AHIER I falTa Gt fanra wa foer few gua Jet o5 ug
faBfa fosm €t am w93 few fawra & 593 we vigurs Jer 31 fer feufss H3t € grege, Hefoa
nifgerdt @ et fegwa (discriminatory) femma wat & &3 @ wigAdE agar 8fv3 I fem atfs @
WEATT, WMETTHR M3 MEIUTTIT YGdr & et et fama gat w3 83uredie ywar € &t i<t
femite wat dfent grfaen I8 |
5. &faar w3 f&t AAwiet AEfUS 98" (To Create Banking and Financial Institutions) - LDCs
feg Hefoa sifs & fea Gen Ut foars ® &t 53t § gefe, yefos a9s w3 Y3AIs 96
%wm@ﬁméwﬁmmwalmmah»@m
u39 few Aur faar & AEnsT § UsAOs S grfoer 31 wiFt 313 d9- Fredtafs 839 @ Hedtags
feg Forfea Rait w3 Ut fogrz © &t o933 i3 foer & U3ATfoz adat | &g Hear w3 Urt a9
3 & Aarfez i3 feafis axat | feammdt Hefoa aif3 & AessT @ w2t feo Agdt 9, fAn feg a9m
ygg & /s J1
9 Yy¥us (Debt-Management) - f&d feamArls 21 feg Aegnfea a9 @ ysus agaT Hefdd aif3
¥ HISeysz o feg fea J1 ferer ®am 9 Aoardt g3 & 8fgs AN 3 At adeT, Gust ©F dhist
3 AfEg a9 ni3 A9enfe’ a9n € AeT Ba8 § f683H s=8eT| 9n- ydus e yus ®an fed
fadinrt Afashert Uer a9er § fAst feg AegAfea a9m =g Yfs =g <der A< | feg f9 o fem
mﬂmmwwﬁamﬁsmn@ﬁmwsﬁgmm%wmw
Ulwmﬂmmmﬁﬁmwéweﬂ%@mmf&mﬁwmﬁwwm
wﬁwnn@@wzjﬁw%wﬁeumw@ﬁ%@am@mémnﬁgﬂa@am
&3t (Conclusion) - fer 397 AHfEs Hefoa 8ifs, R’ fa €3 &/t ot 3, Aeifs 3 fousfos aos,
Jet 1
LDCs f&% H?ﬁa 3=t dr Fhret (Limitations of Monetary Policy in LDCs)
feamrl® ert § nigse feg grer I fa Hefox aif3 & fed fd et few Afis gfiar det 91 fere
J5 fod a9z g6-

1. fers d9-Wefdgz U39 (Large Non-monetized Sector) - f&d fAd 2t feg fea d9-wefaas
¥39 ger I 7 Hefod a1f3 € AewsT fev gua Jer | wiftie=g 34 U3 439t feu foem a9e o5 fe
erg fefom Y=t & yess der 31 ufsergy, Hefoa 3if3 ngafeerer € ferses g1 § yorfes
9z feg wire® It 1

2. nifeafAs Hed™ w3 Uit a9 (Undeveloped Money and Capital Markets) - Hea™ »i3 Ut
gHg vifea 3 Je go | feust gaat feg %!, Aea w3 And @ wige Jer J | Hefdx aifs <t
Ae®3T & HifH3 a9e I51

3. JFifa=st NBFIs (Large Number of NBFls) - fed fAd 2nf feg @rlw 8ast fae’ d9-ga &3t
Hufegard 23 UHS 3 aH a9 Is, U foa Hefga niftardt @ fstizas @ »izgas &dt nre g 1 fer
gz < feg fad 2rt few Hefaa atfs & ygrfest AifHs T At T
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4, ¥q 3353 (High Liquidity) - IHIffmi® & € a% <0 39837 UTe Aidt J fAAe™ 8 dedt 8
o Ay 33 It yarfes adt 3o 1 feo & Hefox 83 § ue, ygermsh s=fer I

5. feem & (Foreign Banks) - %d3d1 AW feaArls enf feg feer aqaf® & feans Je
51 Gu & feurt uforufant Ia w3 MR 1y Te397 3 HET™ ded Hefdd a1f3 § e ygemst
g fée U%, Aefd OF € Jedt 8 Hidd Hedr &3 e nigAds &9 faar Jer J1

6. ug § W' (Less Bank Money) - f&d fad 2r' feg ¥efax i3 ferset @t Ae® adt Jet
fa8fa a-vegr °n feu g& HeT Yafs w fea g fror viours get 31 fare ufsew Agy, Jedt
X YgeESt qU &8 A feusds a9z few nAHa der 31

7. ¥t feg year 7 &dt (Money not Deposited with Banks) - ARfoU &« SaF feg Hedr AW
adt a9e8T ug 8RS aIfas, Ao, TAsfea Auer, A Yedrsard Susar et 3 Yt a9e I | fed
feg &t v Is 1

E

THE fersga Hefad 315t @ Auu &9 »ug fegg s a9 |

27.7 JIWAHIT 33 (Fiscal Policy)

1. '€ (Meaning)

THGHIT 3tf3 3 32 Afadiaes AF <fadt € B ATaTd It S9Ts M3 AeIAf6s H9g & YT I 1
IHSHT BH3 3 niFt AIarg € 8gst aHT & 83y J9% If 7 AIES F yrufant w3 wafanrt 3 yarfes
aIe g5 frst & niFt wiH gU &% AIag ©F BU yrufswi, 8RR nirfosw w3 we It wius s 89
TS| 7 (By fiscal policy we refer to government actions affecting its receipts and expenditures
which we ordinarily take as measured by the government’s net receipts, its surplus or deficit)
fort Busar w3 foom feg fesgmuar (undesirable) Fes= § AIAT AeIAfed HIfomt w3 gt
¥ yf3-gadid (anti-cyclical) Fe&=t It A3fE3 a9 Aae! I1 woEsd fAndA & IwaET 33 §
fer 39t ufgsTfis disT I, “feg wiFt 83 I fAAR »i3II8 AGET MUE UJg W3 IHAT STIHSHT
g THeI niHes, 83uTEs i3 IFArT 3 nUfiEs Yy e a9 M3 wisUfEs s JaE € BT Yud
J€t 1 (A policy under which the government uses its expenditure and revenue programmes
to produce desirable effects and avoid undesirable effects on the national income, production
and employment) Aad THIHIT 313 € »ifsH Har igafeerE™ @ 33 A @ Afbdtaes J, feg &t
feg ®Bam ae® MEUTEe Mafes 839-93< § HI®s &% Of yr J AgeT J1 fer yrar feg wié
IRt & IHAHIA a5t 5 fel* ufgerins itz 3 fa feg « a9t w3 uafonrt few gew= T farer sam
YIE IS mi3 SH3-UTS AfEEST ¥ nisudte 8E § yaT a9eT I

(This refers to “changes in taxes and expenditures which aim at shortrun goals of full employment
and price-level stability.”)

2. IHSHW 313t € €8/ (Objectives of Fiscal Policy)

THOHIT 315t @ fars 9n Is-
1. YIZ I Y3 W3 IEH 9T |
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&tH3 UoS § Afeg a9z
ni9e-feerer < <foft =9 § AfEe a9z

IS A <9 A3®6 ITfeEH a9T|

U feafhs SRt € mefae feam § oer|

3. THGHW 1St € nivg (Instruments of Fiscal policy)

AJATSt HaY ni3 F9UTs feg Se®e € HtiH 7% IR 3131 Yawgu &g et »Hes, JHdmg
83ues w3 dhH3t § ygTfes Jaet I Het © €9 Agenied 499 99 =fofa ergni w3 Aeet 2
Mt = ygre feg ger I fa yunw vines ot 3 e ufseHregy Sat @ Busar w3 faer u9w <u
AT U6 | ©0 UH, ASI3 ¥ ¥9c AdeAod Hau <9 I Tt aHt % Hdal, IHedT nitHes, IHdrg,
83ures w3 dhist § uieT Tt 3, mefa sat &g =fofa ywmw (disposable) »miEs § uiewt I w3
ufgerHA=gY Busar w3 foem uafont § we a9 feet 31 fer 397 voe W3 a9Us IIraH FASEES
AaaT It AIaS wige-feerer &9 nierdtfsardt 83 retfsardt varet § fouisfos a9 Faet J1 g
Wi IHGHTE atSt @ fefeq Aust € 999 a9Tdl|

1. gwe 313t (Budgetary Policy) - Yf3-gadiar swaHtn 813t (Contra-cyclical Fiscal Policy) —
I THGHIT 13t T fed By A J1 gAe a3t Agarg & yufsnit »i3 yae @ ufors »i3 Heg
feg fovizaz aget T1 nmit €5 nini Fre stfanit €t 3% g 6, At nigafeerer § Afeg 967 BET

o > 0D

MUSTE 7T At I — \

(i) 872 ufreT (Budget Deficit) - Wet &g ImdHIT &1t (Fiscal 45°

Policy under Depression) - e & grc i3t 3 ag U & ELC+I+G
Hoseygs BUE J| A€ AT b9w Bodt yuSt S Su A I 3F 3 B _Cc+l+0
IHeS nmEs o orar fi¥g 8 3 Su Wzgrer urfenr wfont 9% E}G EET

firdt fx o 3 ot Tt §1 wie AOwT ¥ BU (net) ¥IE § UR X c

gIer J, AT IHSS MHES & HU HIY T g g (multiplier
times) 2ol J1 A9 MPC2/3 J 37 g 3 J=ar »i3 Aad
et vee fg 100 &9 gU &t gu =fafy 3¢t 3, 3t 89 Imedt ncone |
nmHEs § Tod 300 d95 U (100 x 3) 3 Urr et | fem 39t

FAc-WieT g% Har 3 fers9a yse (expansionary effect) der fess 27.2
J 38 Jt IraHT ufsfafan feg Avis yfefafsnt »i3 yaaw yrufant e gargr fez9z 9= g7e
T fers9 &% Yz foz9 27.1 &8 niovta gu &G fenmarfen fopr 31 C Busar @6 J1C + 1 +
G, ¥ UF a9z 3 Ufas usg , faem i3 A9adT 49w (3% U9w ©%6) & UH e J1 He &< f
nJg-feergt {9 AIadt ugg G Surfen Afer J1 UfdeHASIY & Hau e®e 63 €t nid Adg o C
+1+G 3 YA AT J| nHEs OY 3 o OY, J At 3, Aefa H3ss AfEf3 E 3 E, 3 98! At
J1 At s few =faft E,B (= A G) & #A »mEs e =fefa YY, + EA=E AT I BA (EA
— E,B) 8usdr i =foftr § famrs ager 31 fer 397 o wier Fer fersor Jer § faBfa emsfex
AISTSt 499 § W39 & IAe RS nines 8T =fofa 3t 91 =me ufe @ fem 391a 5% a9t §
e = f32 It Amet I

e wict g3t feg SHt aae w3 fas AIardt a99 feg St fa3 & Yy o137 77 AoeT J1 &t g
it Bat 2 gt &g fmmeTse <o yend mHes 25 2t 3 »i3 fer 33t <0 92 Buso u9w § Ufes
aget 31 fere ufsemegy vidl g% Har, 83ures ninies w3 Jrarg e =fofa aget 31 ferd fose
27.2 <9 AuAe &3 famrm 3, fi8 C v&% Busar €6 J1 He &< & &9 feg ET H3ar wer fest Atet
31 fed a5 Qusar g6 €3 & iv A9’ & C' 3 U A=aT »i3 OY 3 0l »HEs OY, J Areat |

(@)
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ﬁl

Ug, a9 feg SHt 2T I8 BuSdr Haw & H9dl 3 I3 feAsad adt get, falfx J Aser I fa o9 993
&g Busd 3 & HIw a3 AT i3 guT fe3T AR | Hidd SUT UISTTHR 19! J, 3T J Ader J fa eufax
& <u fovm & a9 | fem 397 @ w3fonr 3 gUT T Bt Aga9 § Tfoer I fa a9 g ot © o <0
I8 RISt Y99 ©F ISt @ vigAdE o9 | fereT aEa ysTe 8R wierEr 3 i3 Ju Jedr, AT wiAt feg
3t Ho & & 59-9793 € a9z g5 Susar w3 fa<r yaw <t <ue I |

(i) ¥93 & g7 (Surplus budget) 3t 37 THAHTE &1t (Fiscal policy under boom) A & T893
315t 3T et 9, 7T ATt H9W IHAT 3 IE AteT J | nige-feerwr ¥ &9 Aetfsardt et 3 fowsas
9T € BT 93 © FAC ©f 3131 T wigAdE a3t Aer I | g a9 few =fafy AT Agardt vaw <9
SHt 9= AT gt & HiftmiH &% J AdeT J1| fee 5% viHes »i3 96
Har {9 SHt Jedatt, AT () &t 2T 92 a9t ¥ ufgeHR=gY Aaarat
Atz fort Busar ugw R AT & = I (multiplier times) &
F9E9 J<9t | ferd foz9 27.1 € Hew 5% AURe ST AT AdeET
3 fr8 nige-feemer E, 3 gonrst Ag®s AfEfs Re 31 He &2 fx
Aot y9w €9 A G W39 <9 Mt § Faet 3 fie &% o% uog
THE HB T T ASA A C + | + G 3w Awr J| A E &<t A3®S
AfEfs e 3 77 eret 3 fa Aoat vge S8 E, B & it d Ae
T ufgeHARIY niHes OV, 3 f8ad OY J aret 31 nmies e J= YV, >
TH aHF Y,Y = AE>E B 7=t 9w ffg it Jet 3, faBfa Susar Income

&g & BA <t &t J A€t I fozg 27.3

e a9t &g =fgft I At I 37 AJaSt b9 < Ifoe IT & 63

T g I AFET J1 JU IT I9 B o YHAE MTHES § e

Ta 3 Buda vow T it § USATs o as1 ufgen feg ] 45°

Jer J & &% Har, 83ues niHes w3 Jrdrg g aHt Jet J1 C
ferd fosg 27.3 e mume o fomr §1 &9 ware 3 ufost 2 c,
C Busar e%a J1 Ha 3< ot ET € 99799 o9 Sdifent famr 3 ; T
3t 8USdT <% B3 € 77 AI & C, 3 nrr AeT | 5T A3BS
Afafs E, 31 ufseHs nmies OY 3 f8aa OY, J Afet J1
(iii) A3f%3 g7 = (Balanced Budget Multiplier) - feer 39
fersgeet gHaHE St T - H3fes sre | fen Afafs &g aat Y
feg =fafa »3 Agadt vaw <o =fafa & H=ar sarg9 It T fgg 27 4
ferer ufge feg der 3 & B IR ninves Soet 31 ferer '
a9z feg 3 fa &9 ®are @ a9z Busar f¥g St ATt UIY & F9TE9 &dt Jet T

2. H'aﬂgaa IHIHT Bt (Compensatory Fiscal Policy)

ASYIa IHGHT 315t € BaH, Adenfod UHdg W3 a9 € AS-32 &9d, Aelf3 ni3 nierets € yfs
%aaﬁauﬁa%nﬁékwwaﬁméfmmm fermet fome wet vierfes  AeeT
3 fx foit fomfos AR 3 Fer @ wet Burfen & g7e SAAR 2 Te IHHIE BU nus® AiE| T
nigefeerE &8 nieRctfsardt yfefafant 3° 3t Aarg § vfo? g uie @ oe w3 a9t g Ot &
HTTtiH 7% MUS HIg WeTE | ﬁﬁﬂﬁﬁﬂﬁamﬂﬁﬂsﬂuﬁﬁ%wm@»ﬁaﬁw@mwﬁ
Har, ST, B3Ures i3 s TUE T wEt AT S9eT AgAt 31 T U, AY AeHEardt yeatsm
3T 3" A9ET § Trfder I fx 993 &7 e 573 »i3 97 § U MR H9E Wew 31 yIT SHere Ut
3 nigafeerET At g=et 7 AR | Hsﬁwaaﬂﬂaﬂﬁmﬁé’réemaﬁ ()n@mﬁan‘ﬁaﬁm
(Built-in-Stabilisers) »i3 (ii) FefogsaHa a1 (discretionary action) |

(1) rewsfaa Afgdtaraa (Built-in-Stabilisers) — »ewsfaa A7 Afafgarga e 3= Jor I AT @

45°

—_

Consumption

o

Consumption

o

.Y Income
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uR 3 fan wae 3 faor vigafeersr @ fég gafonT 839-ge=t & yfsfafon &9 yag »i3 a9t &
MUE W AHEAS 37| fer feemer @ fégars are g vud-niy sewe Jer 3, ferset ferg vmug
Y IS W AfEdioes o 3@l & faar a7 Aeer 91 fefeq »muE »iu g% <& (automatic)
Afediees &g 76 - faafis &3 a9, MHes a9, 83u™s &9, FET (survivors) W3 S9Aarat ST
W3 FIAATIT IS FASE | ASETSS AfGIGGE € AU € gU 9 &9 »i3 U9y TTHSIT MTHES 578
Heau J1 J9-v9 & niufaef3z wfgr fe3r 3= 3, a9 yrufamit, gTHest s &g afant @ &%,
T 39 3 gewe g9t J, Al AGTST HIg THSST nitHes &g ses< @ &% 8% 39 3 geue
T 12U T €t »ilarHt wieAET (downward phase) f&g AE ISt »iHes f3at 3 37 a9, A3
THSIT nirHEs € Yf3ESsT 3 wirfas 78, »ug miny uie AT 96 w3 UfgETHARIY ag-mHeEs We
J At T1 feoe &%, SR U3 M3 ATHTHS AIfm fa3t 3 AIaTd Haw muE winy 20 Aer J
gre &g nuE wivy uier 929, 73T mieAGHSadt yfefafant & JgeH adar| gn uA, sufaa-
H&Hﬁ@mﬂm(upwardphase)ﬁ?ﬂ?mﬁm@ﬁ’rmeu@r% 3t &9 =9t 9
sfeft €9 I= &% J9-Yyruf3 »iug vy JU A<dt | &% It S9AdTdT 993 w3 ATHIAA Aafimit fast
3 AT HIY MUE niy WE AEdl | 8T ) HAf3nt U »iy 993 @ gAe faafi3 axdt w3 fer
39" REtf3ardt yfefafant nmuz niny fowsfez J et |

&g (Merits)

THoHE Bue ¥ qu & wifsw3foa Afadiarga @ ot &9 J6 | Ufad, Ae fart oui- At faget
J 3t nifsuizg Afaga BA Bt e & oM S9e I6 »i3 MAGHSASt niefy @ 8976 Ja e HAfS®T
3 We 39% I5| A, 87 IHeT nHEs w3 Busdr u9w 3 fous uTT 3 fadic 3 Jav g5 1S,
fer Bure feu gRdty Suwe AeTf®s Je Ifde Is w3 yrAfed fags = feu @9 &dt det| g,
IHSHMT BUTET B IIBI YIToHS WS AN T IIfntt § AeTTTeS Afiod susH o' foe g5 | wifsy,
87 nBUaEte »3 BIAN THAHIE aifsnit o feqs a9 5 |

AIH=t (Limitations)

Ug AeET®s Afsysa Bure ¥ gu feg nifsusfoa Afadtaraa & ygrerssT ag-yufant & 39, agt
¥ U9 »3 AeIAfex Hafont @ Stdus 3 fagsa aget I1 a9- yufsn & &9 fiat <u Jdi,
A3t mi3 nirctf3ardt yeafant § fousfas a9s feu Aeorfss Afagx €3 It <u ysrermst 9dr |
Ug &9- Wﬁmﬁﬁmmﬁaﬁhwﬁwﬁ@@m@wﬁaﬁhmﬂf&a&@
SH o9 AAE | ©AT, A a9 ¥ UTT at9T I AeT 9 37 »ibdlf3 (downswing) € €97 AROT®3 Afagx
T QU feg a9- yufant & 8dt %9 & 993 HUST &dt Juet| S, wifsusfow Afidtaea a9 8
T gME, UT-MTHES Afigsr © 99 Sue-Yfsumret 3 Qusdr ¥aw © g1 yser 3 adt feud aae
5| ﬁw,h@wmﬁwﬁ,wmn@m%ﬁﬁﬁméﬂfﬂﬁmm%
Aeg feg He 3fdet 31 Jret, 8T Tu9- Tat oH AN adt a9 Aae I5 | 89 aew 8uat €t Gasr
aulzaaﬂa%ama?@w%mé‘rem(recovery)emmmm“ra@aﬁfeﬂ
e niTEATAESTInT & B 3T I fa IHAHIT aHf3 & Aefodew=Ha THaHT 13 3° nifenisfoa
Afagat & wigyaf3 &St A<

3. Afs9sur3Ha ITHARY 13t (Discretionary Fiscal Policy)

FRf6I=a3Ha THEHT 315t € B gre feg Wl gt Ird° WiF FE-AHSA gese feomgs & Agas
Jet 3 iR 39-T9 »i3 Aeadt-H9e »3 €= feu gewme a9aT| feg »mi 39 3 Es gu Ber I
(1) a9t few gew=, Aefs ygg Afag Ifder 3; (2) yoe feu geww, Aefd a9 Afag Ifde os;
(3) ¥99 »i3 &9 < feu foa @9 Fem= |
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"3 WIB U39 & Yund nnHEs feg =fodt et 31 fem o fort vge eUer 31 ug ninies few Sfodt
%ﬂw%ﬁﬁ%aﬁaﬁﬁﬂ%wﬁg»@mwmaﬁaﬁﬁmmaw
7 WAETEt AHST I8 | ﬁmwﬁamﬁmwmmeﬁ@a%mwm%aﬁ?
AHAS Har few U efadt 326t Aae ferer AdT foHs niHes <g9d1 @ &% J 37 Basiel ANAS Har
feg <u =fadt &dt’ IR | AT Fudhir @ 3% fo<r sz & At Yoz &dt I 37 a9t feg I23t Qs
3 fo<m o9 T w2t Ufes adt sxat | Wiz feg, Aag d9ersT a9t feg aest § mAEET How I 3
feaﬁ'%wzmaéam mm&%w&ammmﬁmmmm
mﬁ@ﬁwﬁ@awmf@m&wm@mﬁwﬁmmﬁvaﬁa@aﬂ e &%
At ¥ &g dHt datt | g, mieACHS yfafafamt § Jaz © wet g 3foa <u Suwatt I1 &9 &a
T nufgeaf33 Ifge I8 A9 ATAT THINT W3 AL’ 3 NUTT YdY U @df J 37 ASt HaT Agardt
y9g RT =fofa & yaz gt @ s9rge det 1 ©7 UR, Ha9 AIaS ¥9Y § AES € €9% ue a9
@W%?%ﬂmmwwﬁ@ﬁmﬁmﬁmﬁw%mﬁaﬁ
3 frst & yserEsh Har § uie adz & Agesr adt gt I1 f3at 3foar retfsardt w3 nirctfsart
uﬁﬁ%»rﬁmewwwaﬁﬁwémh%wm»@@wal Aelf3 & Jae & »et
59 <0 fosr 72 w3 Aot v et fust /R | eﬁuﬁﬁ@mm%x&?aﬁmw@
RISt ¥9Y U8 AT Aae 6 |

HIHEt (Limitations)

Fefogew3Ha IHaEd 315t 8fg3 AN »i3 St useaHs 3 fsgsg aget I1 urfast 9o € 8R merEr §
o © B 3 YIeaHs Agdt J e &9 nige-feerer gme 9t 31 3% feo Fee 3 fx At IvaHe
T S 7T AR | IBS YIToHs St 839-gRier § HE 9T ©f IAe <0 Aaer J1 fem &t
B UISaHS 39T © BET nidEHHSY fed gz fefamrs adt 31 ufseHRe Y THoHIT argeret Fer fee
3 g Jet 3, AT UT ga9 9 13 fiE »r 993 U6 | T, AoeAfed IHGHIT a5t € € AN uFesTer
(time lags) 51 ufawt, “fgaw UREs™ Jat 3 At AHfm 2 wifthis w3 eRE B o A AN SR
31 € 5% Hau 91 fem yfsfafort fRg uret e ot uresT 593 &4t 31 31 eR e fea 9 3R &
fs3r Afer I 3t “arouiews uRgsT” Jet 91 fee f&T 89 ygw ufenit AieT I 79T YarH € Seuews ©
et irgfes i3 AeT I| @. »iA. 8.394 or &9 feg € 3 & fawier A & Aot I »i3 @, J. <941 eR'
feu fea A 3 W | 137, o8 Aedfex Ufdtirae feat Afse Jet I fx Ba' 3 Agenfad udg Jus A
e g9z ¥ G &g B & It A 37 adT nAs &t e I

27.8 HYH (Summary)

gege o9 T fI9 gEst € g Aoadl H99 € €% g YIT dT I HIY © T &9
gowe 0 3t & arfaurstes ot /T Faer I1 ferwet gafant 83— geret § fousfos
m%wﬁn@mw&ﬁm@u@%wﬁam%mmﬁ?mmﬁl fer
397, AT U9 gaW © B3 fie ufost & 98 IR 3t AefoaewmsHa IraHT 315t nwsfoa
Afags § Aaf3 yes ao9et J, i fa ninfaar <9t €53 S & wigse J1

27.9 HIEIH (Keywords)

o JIHAHT 13t (Fiscal Policy) - feiw at3t1
o 82" (Goals) - FaH|
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24 27.10 wfeH YIS (Review Questions)

1. 3AY IHCHW &3t 3 o ANSY J? ARfGI=wSHR (discretionary) IHGHIW &13T € f35 Wy
yargt feg g9 eR |
2. FSNTE IEGHE SISt € fegar a9 |

3. FRUTE3 AfEdtags & megs=Ha fenmfinr a3
gse: Ae H&IE (Answer : Self Assessment)
1. 2m 2. yfsgfamit 3. (® 4. ()
5.® 6. () 7. AJt 8. IBI
9. Adt 10. IB3 |

27.11 FAYU3 yASa" (Further Readings)

&

FoH 1. AodfeaiHan & &2t : w9, »iA. 38 AEtEY 2 UgfsaRs, 2012,
2. HaSfeaHAA : »iA. . gagedst, forfenT uafsfiar a€R, 2010.
3. HadfeaaHan : fearafiaecy, SBagens WS UfSHT : Igae f& I8 i3
3fes v, Qus, @fesT gam |, 2010.
4, NIIFEIBHIAA : GGIt M3 UfSAT : »ig. WiB. »iigdAT, WA, 3¢ UIfEaRs,
2010.
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fearet—28: H3® HS®
(Mundel Model)

few =AZ (Contents)

€< (Objectives)

YHAI'=&T (Introduction)

28.1  nii3faa m3 Trodt A3®s © BTt THAHIE-Hefdd 813t : Has & H3S
(Fiscal-Monetary Policy for Internal and External Balance : The Mundellian
Model)

28.2 A (Summary)

28.3 HIEAH (Keywords)

28.4  mfg™ yrs (Review Questions)

28.5 AHfUIZ UA3AT (Further Readings)

@< (Objectives)

for fearst @ miftmis 3 ge fefenradt dar d=dt:
o H3® € BeRT § ABE B |
o H3® ¥ H3® ©f nMi¥geet ATas BT |

YA3=&T (Introduction)

gIdt AZ®e © Bent feg Hefdx aist & »i3 mi3fax A3®e © Qer f<8 IHAHIT aIst & e aas
grfger J1 U9 viees fomH de® 3¢ &H a9 AT J AT Hefdd i3 THSHW a1St faat #7 uresT 3
AT w3 dait 397 &7 AT 1St 7 A, fev 3 urfowt fa feger ygre aag g me | wisfox
3 Fgdt AfET3T ¥ BE Hefdd i3 IraHT @ Ae® Yua @ feg ‘4is® fam’ 3, fae w3, fex
A9 T 8H BaH T 575 NS dorer grfoet I fAR 3 @A <u 3 Su Aum Yz Ut 31 ferd 8oyt
gHg €3 ¥ feWH (Principle of Effective Market Classification) afaer 1

28.1 ni3fax w3 Tadt AS®s ¢ BT TAHIT-HEfIx 313t : H3S & H3S
(Fiscal-Monetary Policy for Internal and External Balance : The
Mundellian Model)

H3% € € niag »i3 © 8efimr @ feu Aau &t Afafs & g9 o131 At J1 € Buads Ts, famma <t
9 It UR Hefdd B1St »i3 ATATST H9g 9dt UF ITHOHIT o15t | € B8R U6, Uds Srarg (Wi3fax
A3®5) M3 FISG-HH AZB6 (T9dt HIS6) | ecs fouH Hefaa 3tst § aradt Agss & Befimi €
e i3 ii3fax AZ®s € BT TR a1t & a9 J1 fes Gefimit & Gent feg nides § fosg
28.1 feg feurfentt famr 31

LOVELY PROFESSIONAL UNIVERSITY

ﬁl

263



AHAS nidEATAST © fAgis

264

|

=

3H Hs® & € niFd »i3 @ Befimit @ feu Aau & Afafs <t g9ur ot argt J1

fozg 18, Bfsa wian fanm & v9 (Hefaa 8t3h) »i3 nig®e niar e (THAHT 315t & HueT J1
FF »3fod Ag®s 4T I w3 XX I7dt-Ag®a Jur I1 FF 3y yIs Srarg § fams aget 31 feret
o6 fozsna 3, faBfa ygz Irare soe gus € BTt gAs gre T oSt § farm & w9 e
2fafae gt nierfex A3fE3 a9 dedr| ferm &% FF Jum @ 68 (839 Il »i3 |V f29) A3 I »i3
fegr €3 (839 | i3 1) fég ARST 31 7 UR, XX U a36-gafenr feg Azss @ A9 fie ot
31 ferer wwe & fozsHa I falfa 593 wme 8 a3t ooz & W <u #7e J6 faRg Jas
T w2t fonre ©9 S Unt Sur 89 FuT a9 Agdt I1 fem Jur @ € (339 | 3 IV R9) 398
gafen g wier I w3 fer Jur @ €3 (839 Il i3 |1l f&9) nirfuafent® (surplus) I1 FF 39T & gA®
XX 3y &t <u At % I faBfa ae fersarls award 15t (sae wie &g =fofu A gre wie
feg acst) § Agafss g ¢ et farm & =9 <ot 9, 37 80 Frodt Agws © Bt B3 AN & YAt
nizeyE § Ufes aoet I1 form €9 gewe & g9 UAl aifswt frdt <o AUm JRe, FF Jut &t
g XX Iy @&t It <u Aitt % e @t dedit| fee 5% ot H3%e gee uE feu Hefda oIt
frmerzg du yg<t g At I

fg39 28.1 Fradt w3 wiisfod Azws § feu@et I »i3 ¥R I fa fow Sat @ &9 Azws g8 qus
&% Hefda W3 THAHE sHf3nit ot aH aJet J1 He 8< fa noe-feerar 839 | Re A g 3 3 frer
nIg-feerer € feT Uas AT I i3 FABT6 FATENT &8 WieT J| IA[TE FATENT & Wit H3H
9T @ B Hefda niftarst ufast 3t fimra €t @9 AB <t 2fafy a9er I 3fa Hear &t ugst werst
T A | HE9T USST We™s 5% A3 o
Har Wiz et w3 feR & wid v X\
u@ﬁ»@ﬁgB%mWﬁg Zone | : Recession-Deficit
H3®s AETUS § Aedr| ud fer ffe 3 : on-
nigE-feerEr f&g gASt W3 S9Hardt I | I 5822 ||I||' Fﬁﬁﬁiii'ﬁ”sﬁ%f’u'is
f‘aq-(z; 3t ag=E M3 ng-f‘—daﬁgm BEQ Zone IV : Inflation-Deficit
e 993 gAe feg BC W39 < &3t
FI&T u=dit| ug C fie 3 g9 3936
garfen & wier 3, ferset Agdt I f
HE9T YIst wes © et fanra It 9 S
CD &t ni3 2fafy 3 A= | fie D 3 niisfox
gAc 39 w9 23t It I Hed yast
ueTE 3 ge gu3 uetE & fer ufafafonrt S
2 niz g niou-feerm Hzws iig EY O Interest Rate

uH A 3 fag fea @<t 9 wisfaa w3

Wﬁﬁg‘&ﬁ%l fgs9 28.1

Budget Surplus

AS HBIE (Self Assessment)

feaz aet § 39 (Fill in the blanks):
1. Hefda mi3 IHoHIW Stfsnt forfas femeaioa niegt © fegas SJer JI

2. fous &1t fimez o5 3ur wie § 3ld a9z &% &t § AaET
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ﬁl

TH UTH, Ho9 aSo-aden 99 wieT g9 a9z © BET 983 grc oM g fonfent Arear w3 RSt
"3 FIATST & UBH TIT © BT HEfg a1ST nusTet A, 3t & I nisfoa He®s I_ar w3 & ot
gIdt AZ%s Iar| dad A fie 3 ufse, 37 993 gre <9 =fafu 9= &% wigg-feemer K 3 &t
gt e Todt AZ®s 3t g9 I A I, UI wigafeerEr &9 AASt w3 adwardt det 31 femd
TJ 59 ¥ BT HEd" YISt T € BTl farm & w9 &8 KL it 9 At 31 w9 L fig 3, 398
garfen &g wier »viuE Uted Yo 3 < Ater 31 fere sEt vim & LM i3 €U 993 gre © 8
3241 fev 5% At I AT of famrA €9 89 99 TU a2t SISt AR TR ARSt W3 AITASt €9
R fer 397, nigg-feerer E fie 3 99 €9 Jet 98t A=al w3 wisfoa w3 godt Agss fex @9
e &dt nradt| fem Afafs &9, wides fomm fereea wiRfsasT fenmBer I faBfa €2 atfan gt
397 5% AHIES It T

J9:4
at AT AEe T niées fomH Hefaa 315t & arodt Agss 2 8er' ¥ &t w3 wisfow
H3%& € e TAGHIT 313 & o9& J |

fer 397, Fadt Agwe © 8ent &9 Hefax &iSt v »i3 wisfax at3t @ 8en &g gmarw 1St &
MRE FIE IrigeT I | UT mees fouH 3% 3¢ &H &J AdET J Had Hefaa mi3 IHHIT a1t fast
BH UFY3T € BI3Y W3 Fat 397 5% AT AiSt AT AR, fee 3 ufost & feger yge aqe feu
R | wiizfaa i3 Frgdt AfETsT ¥ Bt Hefod w3 IrdHId 315t ¥ Ae® YGa © fea ‘Hss fam’ 3,
e v3maa, fea wing v 87 BaH ¢ 7% dt A% Sorer Irfaer I fae 3 R fimmAse AR yge det
31 feng 8o yzr<t @9 €3 & fomH (Principle of Effective Market Classification) afaet J1
Tfaas 29, s foa ferauas Hefoa w3 fesiu 81t fimes @ et 39« feet J1 839 1| w3 IV
&g, refda n3 THHIW g&' sifsni ¥ Agas Busdr i< wiFalfs &dt J1 839 || feg €= Sifsnr
yf3gusHa dat Irfadt 3, w3 839 IV 39, €< 33 fersaa dat arfadt I1 gt €2 839t &g
Hefda W3 THGHT a3t €2 BRHT ¥ 5% 7% YU g9 € BT Agd HAfS It grfaet 1 Has
T HITHA, AT Heldgd &13T I79dt A3%6 € &8 W3 THaHW 13T »isfad H3®s & 8ert @ &% A3t
get I, 3t &2 89 YUz J A=l

AS HBIE (Self Assessment)

ggfeamn yAs (Multiple Choice Questions):
3. g9 A3%s @ 8ot &y Hefax 3iSt & ni3 wiisfoa A3ws & 8ot f&u niees ags gfaet
3.

(8) IraHE &It & (i) U ="
(®) fAoist e (A7) fer <9 ot &dt|
4. T3 9 Hzs fea fedauds Hefda »i3 fedta &1t fimes @ &<t @<t J-
®) 335 () 39
(®) 3 (A) fee <9 ot &t
5. WHefdx IAaHT fHEIE wE<e AHGHS &dt I-
®) 339 () FIS
(®) atst (R) Uit
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6. 7T Hefdd 3ISt ¥ HiftmiH &% fanre 9 Saret Afet I 3 feg uwIw foom T fomsat -

®) we (o) Zr

(¥) 3<HEST () fev f&9 =t &t
HS® € HS® ©f m@gaT=r (Criticism of Mundel’s Model)
ug fen femsas & a2t afiu a5 -

1. weAsfex Hfsnrret (Unrealistic Assumptions) — f&g Hs® Hoer 3 f& mifaardt €A AinF §
T=e I AR 3 nigw feerer wisfoa w3 grodt € Ag®st 3 g9 det I 31 At Hefaa w3 TadHE
a1t Yy st 7 Aa | feg @ urfast 3 He fesr Ater 3 fa 89 HsasHa ufgei A 95 73 99
313t ¥ yuiar 5% AsTfes ¢ 95| feg €) Hifanmsret afad3 3 €9 3, 3fa mA3®s ©f A9S! € 3
BIX BHTE BAET WTATS &dt J | et aist ges< for 397 @ niAZss © &8 314 adt d Aae J1
2. §Jwardt m3 AEHf3 < nigedt (Overlook of Unemployment and Inflation) — feg ferdnz
IHArSt »i3 ASH3 € wiaen! a9er | feg afaas adt I fafx feo uger A5t ACIE®Hs &' 3 ATt
At 3, »i3 A feafs et fég ureh At I

3. d9 weat & »uwr (Neglect of Other Factors) — f&g femdmz Ut aifant @ agz € qu <9
frae fomia =9t € »izg 3 feg@ a9er I vz J9 wes fAR fefoHw v gew=t & GUrT ager 3| fee
nie feg A &dt I fa a9 wie § Ut afsnr € ardt feg Buseu aafent Afer 71 fev mrerer
feg A= &dt I fa wars9 wie § Ut aifsmit € gt fe3 Buman agrfentt 77 AR |

4, Vefad w3 IR Sifawit et fesorfaa m=aT (Practical Constraints of Monetary and Fiscal
Policies) - Hefda »3 ITHIHIT sifsnit forfos feearfaa niedut @ fega® a1 a9dt I1 THSIS
F9E’ 3 g% AJAST YfSHUIHE IHAHIT &13T »i3 €9 fimra w9 @@t Hefax 8iSt & u®s adt
&9 Uit | gsifa fed fadt sifswit g &t 77 Aaet 3, 89 Ae® adt J uiet, faBfa Ut yero famm
HRToHS adt § Ao I

5. nres feus 1St fiAaE (Unsuccessful Prescribed Policy Mix) — fows a1t firgs 78
HStuSt der I w3 fadum &

E

ZTHE H3® U3 @ fert 3 »ud fegg UF a9

6. WET9H AHTGAS 339 34t (Not True Adjustment Mechanism) — Hefda-IraHw fHRSE wE9E
AHTGAS 339 &4t 31 8T 391876 ARG & ANTS 54 ader g&fd frge ferd Afeg a9er 31 Ut
Y=J dtH3T i3 niniEs ¢ faor sewe 3 £3a feert feforw & vy Har ni8 yast @ e nises §
ygT F9eT J |

7. IIH-AT Ag9st 3 fev9 &t (No Consideration on the Debt-Servicing Requirements) —
feg ferdrz son-Aet Ag9st 3 feug adt a9 faBfa Ae wdE farm &9 St At § 3F Hars
Ut Y=g 39876 HI®s ©F T8 3uT 3 Jear|

8. ud® fo2m f&9 Dt (Decrease in Investment at Home) - 7€ Hefaa 313t ® HrftmiH &% farm
a9 Ffanrt It A @t @ R Awar 99t AgT a7 det grfaet 1 fed faor Hefox-gafaw atst
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firgs wiow ferrat € gu3t § oon-fe3 YEfis Aoardt 499 © 9% N3 & T98utiar aaet J, 7 UAt
ooz oH Jom 1 Fors € migAd, “feg wIg FU3 AssT ¥ Butdr feg ‘migHB3T S5 gRBST
& AHfFr 3 83us ager 317

9. fowz it fimez ¥ &9 »izafedu (Conflicts Between the Prescribed Policy Mixes) - 85
SF Enit AdaraT feu fous &1t fimaer @ feu nizdfedut & Asar Jet 31 dors & efitr , “ A
OF feU a%-o% THSHIT M3 Hefdd atfsneit € At Ardl 3 uded, feRraT Had aifshi @ AHGHS
FH-AEOt A9 »i3 97 It I Ts, 3 feu Afew yfafonr 39t »i3 g8 ufarfafan feu Agss € 35
fenm8z & nidmr 8R 3 €9 femr Aaet 317

AS H®'SE (Self Assessment)
J5 3 72 ads &9 At w3 a3 & ufges a9
(State whether the following statements are True or False):
7. =9t AgEe ¢ eE feu Hefoa 1St & w3 wizfoa Ag®s @ 8en feu graH 15t &
ries J9&T grfaet J1
. B39 Wi § Urt aifnrt @ grdt fe3 Buwau agrfentt AiET HHfss 1
9. fous &It fumas o8 &y wie § 3ix a9z < Ae® &dt I AaeT|
10. fS& SF dhif Agara’ feu fous &1t firast @ feu nizafesut &t Aeear Jat T

28.2 WY (Summary)

T3 39, 3w fea fedauas Hefaa i3 fedtm &13t firgs @ w2t 39 feet T1 839 |
i3 IV f&, Hefdd ni3 THaHW €' a3 @ Agas Susdr feg niFaf3 &dt 31 839 || feg
€2 Sifanit yfsdusHa J&t grfoet I, »i3 839 IV e, €2 &St fersoa Jt arfaet I
firfaz 3t grfodt 1 HES € H3=d, AT Hefdd 313t I19dt A3®a © &% »i3 IHAHT aist
ni3fax AZ®s @ 8eF € &% gl Jot 3, 3t €< 8en yuz T At

28.3 HgEdH (Keywords)

o 1fusm (Surplus) - 07|
o nizafedy (Conflicts) - nied & fedu|
28.4 »if$™ YH& (Review Questions)
1. ‘¥H3% ¥ H3® 3 IAT of AHST 37
2. ni3fda »i3 gadt H3®s € BT THCHT Hefdd 313t @ <9 &9 |

€39 : AR H&AE (Answer : Self Assessment)

1.8H 2. A® 3.®
4. () 5. ®) 6. (®
7. At 8. B3 9. Aat
10. AT
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24 28.5 WYz UASAT (Further Readings)

&

gaH7 1. Aasfearafiar : »iA. d. gag<ast, fonufenr uafsfrar a€A, 2010.

2. HadfearsfHan : fearsfHaEeE, SHAUEHS 'S UTHH : 9892 € T% €63
3fes nw. Qus, @fesT gan, 2010.

3. HoSfeafHar : GGt n3 UfSH : »ig. »i%. »rgaT, wiA. ge Uafsans,
2010.
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ﬁl

fearst-20: AE™S HSS
(Swan Model)

few =AZ (Contents)
€<% (Objectives)
YA3=ST (Introduction)

LN

29.1 ni3fox w3 TIdt A3®s © BTt 33 : Hgg FEs= w3 ygg-weE (Policies
for Internal and External Balance : Expenditure Switching and Expenditure
Reducing)

29.2 AT (Summary)

29.3 wHI€AH (Keywords)

29.4  nifg™ YA (Review Questions)
29.5 AHfU3 UA3AT (Further Readings)

@< (Objectives)

fer fearet @ niftmis 3 ge fefenradt dar d=di:
o N3fIA W3 TTI ASHS BT B3N AT Bt |
o YJIT-TEHT W3 HIG-WITT AT6E Bt |

YAI'=&T (Introduction)

Hefaa-IraH Stfant @ forfes §er e o5 A3 313t Quamst @ Busar gt Yz i3 AT Ao
31 feT T5 - UIzE I niefE =faft, 3 AET3T »i3 a3 Farfen v A3ss | feg 8er Fer
foa v o fegtt 92 oo | mmmmmmamm@w@m
AUt 7 Gast @ fog Ao-Hag REfUS &9 o wiftis s9et 31 o Anfimiet o femdns Hase 3
Wi3fax m3 gradt €< BeRT € niB-Tn® Jefas Ifent J| wisfad AZ®s niTHEs W3 UIE JrAdrd
% AEfU3 I »i3 g9t H3%6 ©F HaU 391376 SaTen € A3®e &% e J|

wafEa (Hefda »i3 TacHT) 13t e fHU'S € Su-24 AWt @ nid-onm® Jefas I famit T
ufasst &15t §eR &t farest »i3 it Suasst < fasst @ ffe Hau w3 g, sart & yust € set
33T Buags T nees |

A feaggas Ufast nigaaest A s feo faor fa 313t-Buaas <t fas3t Gert <t fasst @ g9va9
JSt gget J1 fo9 sISt-Buadst € gae 8ert & far=st <u J, 37 feger HBY T fx aist 8o <t
YISt ¥ et Y WS 54T I5 | TR U, Aeg e €t fasst & sAe Sist Guamst &t fosst <o
J 3t feger 13wy T fx 8ert w3 winat v fex It Aol &dt I fae &% AWt 9% Jedft, 98fs &
e fad AGdr 5% I fer 397, »igfaa 31t & Aes3T @ &t & 9 fx aist viagt <t fasst st
ol €t fasst @ g9 3° | feu fesggas fomm A forfes ®am TgaT (fixed target approach)
T & 3 Afonr AT Hrfamrt I 1
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YT J9E € T Buamet € san fe niees far disr A | fere R mifew € nig= € gege
nees AHfEmIT @ yfsures @ nng fég 8o ¥ AZ®s HE Yus Jar|

T

B3CH Hefaa-IaHT tfant € ferfos 8er de g6 A3 SISt Buaast & utar grdt

Y3 I3 7 Aae I5 |

29.1 Wi3fax 3 TIdt AZHs T BTt sifant : yIT TET=T N3 YIT-WST
(Policies for Internal and External Balance : Expenditure Switching
and Expenditure Reducing)

Vi3I »i3 Fradt €2 Azse fonmBz 2 Tt Hors & Jt aist Buaes’ &t 97 @ 35 ferar o3| Qust
& ferg u9w We8z Tt (expenditure reducing) A »i3faa 3=, ni3 UIg-ge®< (expenditure
Switching) A gradt &13it, & &1 fazT T

IS 3B feg we & gy »nHEs € 83 vge © nrfuew der 31 fer 3 3la a9s © ®e, HIw
W3 viHEs feg AHSST fenBat arfadt J1 vyow wieBs =@ 3 e §n <u a3t »i3 famiw
T § HtmiH &% AHAS HaT § WeBst der I far & ugg »i3 83ues Wew I51 »idl, u9g »i3
83ures feg fagree wIg dHz-uts § wie@et I1 fer o feSHt eAgn 575 WIB eA3n 3 UJw
feg gewe Jur J| uﬁ'sn-rﬂau W 2 S W Ts | m—mm@@eﬁu@ww
ﬁmmm@mﬁzwwwﬁww%mu&wmwﬁl f&g frror woo-
ufsegss udE B3urs eter I| AF I H9Y &96 ot HHE y=afs feamet S ue Fdt Y3 dm e
FIBB-A3B6 AU |

nii3faa w3 Fodt Ag®s € €° TR oH 578%-57% Y3 J96 € BT, HgY We8T I8 mi3 uge-
ufgeass o9z @ Quagst @ feaquds Audr Agdt

der 31 Guges @ wet, A9 wigfeeREt ufod It

Yds IAdrT UU9 3 gt I 37 nienss € 815t § a9
»mﬁenw&anﬁ%amalmmm F Zone | X
& ygg-ufaeass aac T BIE T 5B- 5B JSH- Inflation

ot HZ®6 3 USE 7Y ofeH JuE © BT ST s S | Zone |l Zone IV
&3t »i3 Hefoa fouzas & ugu-weBz =@t &t @ | Unemployment 'Sﬂfation

S gfget - S | Surplus eficit
o= el ° Zone I

Wi3fad i3 TTII AZHE ¢ &2 TAAT ¥ FH-5F YU Unemploymen

59z ¢ wet St Guasst @ few Adu oy fos9 29.1 X Deficit F
fev <9fes ¢e9-A"™ (Trevor-Swan) € HEB € qu : : >
fog femaEs o3 fmr 31 Real Domestic Expenditure
AS H®SE (Self Assessment) fog9 29.1

fea= &=t § 39 (Fill in the blanks):

q. ugg w3 Bsures Refomee ... otz Yo § et J1

2. IA36 A3E%G 99 wie 3 g niHes ¢ €3 @ vifgew Jer J|
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ARG H'3® (The Swan Model)

ASs ni3fad i3 F79dt AZ®E YU 396 © BT HIg- UfISdss a6 I i3 udg-ue8s odt
aistn & Bfgs Auar &t fedgar ager J1

m?

at gAt e I I3 HI®a (&9 wie 3 g ninves @ €3 uge w wiftew der J1

Hf&w3Tet (Assumptions)

feg ¥i3% fos Hisas=t 3 worfez 3 fa (1) =u yfsda adt 99 3; (2) Udtufan adt 3 Ts; i3
(3) B3uTEasT TuT & FI3T »i3 J9 f<Stu REeisdE fe3 9 I5 |

fgz9 29.1 T RAf3A nign A3’ WIB HIT § HUTT J, i3 nigHY WEH BHI8 gd's § fanrms
ager I A3t AR ®9I8T € Ad deT 3 i3 wige-feenwr €t ufstfassHasT § feuet 3
AfsA-nicw @ ¥ uR & fart af3 (O & »i9) T I< Uau WieEs T3t aist & Qutar I »i3 nia®y
wiar 3 83 & nig fan a3 & 3e feu Jer I fx, Uou gee= 9 @ &3t e Butar FF »isfax
A3%6 S99 J 73T Y9 IAard ©f AfEf3 § UR a9er J1 fe0 a3 nigus ni3 TAsfed wds v9g &
fg5 Auar § fewrBer I1 JAarg ©r fex fezr Ifenr Uug 7 3t w3 niggs B9 wigu™s N3 URE
439 € AUTHS QU € fors-Uua It At We niag® B9 »i3 vae & Aufhis qu <o €9 vog ot
Y3 o3 77 AaeT J | feR 397 FF @39 @ AY UTR Sa@" J| AURE 9 &9 FF a9 @ AR uA (83)
@ fIAT ASHS A ygs IAaM9 3 <0 ©F AfEf3 &% HIfUs 9 w3 Ia9 € U8 U (88) @ fJAr Arst
" S9HaTST § UR ager J1

AS HBIE (Self Assessment)

ggfeamn yas (Multiple Choice Questions):
3. uJYUTE TH aifanit v BeR TU a9 »i3 fanA w9t © HiftmiH 575 At Har §

Jer T
(®) wezr () AZE
(®) SuEr (A7) fev &9 3t &dt|
4. widfaa &3 € AEH3T @ BT FF I A 313 viwgt & fos3t g9vE9 IR -
(®) =13t safm <t fasst @ (o) BT T
(@) a1t @ (H) wiAgt 2|
5. #ad w9y feerEr ufost 3 dt ygs 9Adrg UTe 3 Jet I 3T nieHfEus @ 313t @ aes neg
fermer fég T Faet 9 -
(®) nereifs () AEifs
() 5aAs (A) st
6. wIfax (Hefdd »i3 THAHIT) at3t @ fAUT3 € Sy-34 A=’ @ »iB-oord J famr -
(®) feaar (nh) Aefas
(T) viwdl (A) fer <9 ot &t

XX TI9 Fradt Agss § feu@et I faw Ut aifanrt © wise g, fogwrs, w3 @ s9ma9 Jer 31
fermet, Tadt AZ®s 3¢ JeT J AT HU (net) faows A9 J¢ Ia| oo <9 48 uA < €3 AR uR
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&2 Jger I A feo feurBet I fa nigw feemer § gadt Azws & TuT ¥ o8 nieHews § WdB Yo
feg =fofa grdt 799 Azf3w I vrfoer 31 (vievows foours & USATOZ &9 w3 s § IS3ATos
3J €H € [UT A3B6 § HOGAr M3 THIfRS udE v feg =foft usomuzs Hsar < en € nms
awﬁ)mxxm%%?ﬁwmmmﬁn@mwaﬁ@ﬁwmm
&g ure & feurBet 31
8y fig fa8 FF Ta9 XX Ta9 § deer 3, mae (bliss) fie § UF sger 3, fid nigw feerer wisfox
W3 TI9T B3B6 € &% 3% Jet J1 fo39 29.1 9 E fed faar &t fie 3, fma feform =9 »3
TASfed uWIT HIu HA3%s feU J¢ I6| Had nida-feenar E fie 3 odt It I 37 8T niAz®s K9
It 3 1FEs © HSTER, “mi3fax A3®s S Tt HS®s € €% 9 A3 § wiefex gIgrfom &
99 §39t f<g <3¢ J1 ” MiH3®s © 979 839 Ib -

CECHIE Aelf3 »i3 36 ASHS Mrfuad
9391l YIHATIt W3 FI[E HIBE MTaae
939 Il HIHaTIt W3 FIBE HIBS WieT
U39 IV Aelf3 ni3 3376 AZHBS Wier

E

cTHE Wi3fga »i3 ISt H3®a ©f aifsni € g9 &9 »iud feg Um o |

313t U@ (Policy Measures)

3st BurE T yarg & fenrfipt @ &2, 73 wisfod m3 gadt A3®s ™% 5% YU3 95 & &t At
7993 J, 8RS it fe39 29.2 &5 niFgss & wis Asfes Afafant § 8¢ 95| fes Afafert @ w2t
ﬁﬁ@tﬁé%%ﬁmmﬁa@am

STt OF 39376 A3%6 »i3 gandrat (AT AASY) <9 T XX © fie A 3 A3®s feg der 31 feg fadt
Afafs T w5 uIE y9w e =fofa It uRE nige-feerer € fers9 & 3= det 31 feu gu fogurst
§ wear| fen yfefafs § ysdts ads ¢ o2t nensits § uds uow f =fofa © &® Afanr
Atz grfger I

39 FIAATS WS FISE HIBG g Wie 5% 576 geeT J, iR ot u39 Il Re K ffg 3 ger 9, 3
uIB bag T =foft It wrfoet 31 femsa Qurfentt © writmii &% wifsfoa Har <ore @@t &tst,
U Irarg < Toret J1 US few At gasTs warfet .
T w2 § dot 31 feng “efent ¥39” (dilemma Inflation-Surplus
zone) ¥ gu f¥T Tafss disr famit 3 falfx fersrax F
BISt @ FAE nieHBEs wfaHfanT SiSt Jer I

a9 rigafeerar &9 ygs JAaT IO A3HS 3 = fa ]
w2 ewasar 9, R AT fa FFeaw @ D ffg 3 = |{Unemployment Inflation-Deficit
der 3, 37 nenwEs &t ferer AT 31 feo fems S | Surplusll \

mm%m»@ﬁaﬁ%ﬁrwwﬁgnm

feera &g A3 fonrestt| fes yfefafant X Unemployment F
a3 Deficit 11!

T ®E, Haﬁn@tm?gm%ﬁuwﬁqaa&ew .

i | 0 Real Domestic Expenditure

39 IV &5 H foe 82 T8 uwds A3 3o Aaws fogg 29.2
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wie & & e gIar w3 ng &9 e feerwr § H3®s AfEf3 E & wiv & Aar|

fiag »i9E oA <9 Fa3 Fafen AZSs w3 AGHS Jdt 3 A< A B fie 3, 37 feR nrust fefarm
9 § ST »i3 uIB HIT § wes grfger I

u39 | &g G fie & 3< fAE go=™s Agse 98 nirfoew § AEHS © & Afeur 3fenr 31 ferm Afafs
&5, 3= Farfent T nirfoew § 3t a9z © ®et fefonw w9 § Sue grfoe w3 FES § Ja= =
&t Y9y Wes grger | U b9 {9 aest wirfiaw Suar | feg ysz ‘efeur 439 § UF a9e J1
#99 ¥H FF 9 € C fig 3 ygz JAare »3 391876 Agss KT wifaaw ©F AfEfs &g ger I 37 ferd
St fefere e § Joe groer 31 U9 fefory 9 T <fofy S9mardt Uer aat| fee 3 gu= @
BT UFB H9Y O Ffger J|

g &g, 839 || &9 F e 3 gfent fAg a3 A3®s &9 nifuaw S9rardt & Afsnr dfemt
31 fer w3y vov T =fofu nisfoa 3 grodt S Agws’ € Bt 8fgs JRatt1 fed fadt &1t Irara
2gr<dit »3 nifiew € »iag § Wete € &t ne3 f9g 2fafy § & yfes st

Bugas ferdres feu Um a9er I f& AoT ni9w feere & 3T FF (Wi3fad AZ®s) a9 M3 & df XX
(TISt A3®s) a9 3 Jet I 3T fog 99 8349 feg &t fea fadt Jet 91

e iy feerer & ®an (faar, »i3fod Agss) & Yyus a9z ¢ &t aes fos aist Af € vog see<
FIT T M3 uRT ¥TY UeE TH Bt T 5% 5% Uss adet J 3t feg n san (faar, grodt
H3%%) 3 I Atet J1 feg i3 3 fhge “efenr 839 | w3 |1 feg &t adt g8fa ‘viAs 8391 |
3 IV &5 It u3t gt 1 Berogz @ &, Aag wiFt 839 || KT F fie § 8¢ of il 3as™s He®s
&g nruaw & S9wardt 57 rfgnr famrr 3, 3t fersaa 315t S3rardt werRaht w3 nirfuew @ werat |
Ug niJE feerer &7 yIz Ag®s T E 39 8 7z T &2t feform w9 &t ¥s =foft af s om § nuster
329 73T gy feerEr § fex a AT ©F BAH 5% Wt |

AS H®SE (Self Assessment)
I &3 a2 st &9 At w3 a3 & ufges a9

(State whether the following statements are True or False):
7. fersga Qurfent ® vt 575 wifsfaa Har Sors @@t 31T, uRE Jrerg & ot |
8. ISt A3®a 3¢ JeT I, A¢ HU foows #id I¢ 95|
9. niisfod AZg®s W3 Tradt H3®s © €< <69 AMEfS & wiafed ggsTiamr & 979 8397 fég I3t
TS|
10. 3936 AZH6 €9 Wie 3 g niHes @ €3 ygg <t oMt der I

29.2 AY™ (Summary)

wafae (Hefda w3 IHAHD) 31t & fHuis € Su-Sy AHfimet @ wid-enmd Jefas d
famrt 31 urfowst, it Gem €t faest w3 S5t Buamst &t fasst @ e Hag w3 e, Bant
@ yust ® w1 ai5t Buaes T miees |

29.3 HgEdH (Keywords)

o FJdt A3%6 (External Balance) - a9t AS%6 |
o nii3fdx A3HS (Internal Balance) - »iwd T A3%6 |
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24 29.4 nif$™ YHS (Review Questions)

1. Wi3fax v3 TIdt €: H3®s BT ¢ el A6HAG & of o372
2. AS'S N3 ot I? AURE &9 |

€39: e g’&"aa' (Answer : Self Assessment)

1. w3y 2. u39 3.®
5. () 6. () 7. AJt
9. Hat 10. IB3|

29.5 RYfgzs UASAT (Further Readings)

&

4.®
8. At

g7 1. Hadfearafian : gGdt s Ufsrt : »iE. »i®. »iigaT, »iA. g€ Ugfsars,

2010.

2. Hodfeaafian &t Bt : »i@. WH. 58 ATEIET o UIf%ans, 2012.
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faaret-30: fedauss ysuar=t @ ufgasusT

feargt-30: fecauas ysomet & ufgasus ™

(The Rational Expectations Hypothesis)

few =Ag (Contents)

€<w (Objectives)

YHAI'=&T (Introduction)

30.1 wipg® YSuHE=' (Adaptive Expectations)

30.2 fe<ayds Yy3wHT" (Rational Expectations)

30.3 fedayss ysuwr=t & ufgasusT & & yrEUsT=t

(Basic Propositions of Rational Expectations Hypothesis)
30.4 nAfafgags a3t M3 ISR UfgasuaT (Stabilisation Policy and Ratex Hypothesis)
30.5 AT (Summary)
30.6 wgEdH (Keywords)
30.7 fg™ yr& (Review Questions)
30.8 wafuz UA3AT (Further Readings)

@< (Objectives)
fer fearet @ wiftmis 3 gre fefenraet war d=ar:
o NG YSTH AaE BET |
o feRaydz ysum=t AeE BET
o AfEfIaTE a15t w3 Iean ufsamusT Aas ST |

YA3=&T (Introduction)

1930 © TAd feg A" dod & MU ‘wH-THU3 fefimr 8¢ feme & vy A S9mardt A 1en
fere gu ¥ €976 A3 Wy wigfaa AHfim @ gu feg 83ga AHE wet| fere go @ e 1960 ©
TAS 3 S9Adrdt fex @9 feg niafaa AHfiT gz ot | niost fea F3Taet 3 S9rdrdt w3 Aelfs
vt 3 fiea fea aer qu a9z a9 fenr, fam 8 aifsdls A3 (stagflation) faar famrr 31 aifsdts
A3 & feu &<t mifimr a3 fagurgat w3 niTeRTASfon @ &t fox dista gast g= aet, fafi=
aen & fAus fer fei fev Ho AT fer wet fer Aacyds At & fex a2 AHRET niefex frafs
T AH Jfenr, farg fedayss yfsmmret €t ufsamusT g< I2an & s fesT famr

30.1 nga® YSuHERT (Adaptive Expectations)

Iean ufgasusT €t 9997 &9 3 UfIs™ AHAST WTERA3T feg YGar i3t ot wiggs! yfsnraret @
9" § AHSE Agdt I farer feam J2an Aot 3 ufost dfe At
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276

gfeueEnr gt J6 | B8R @ fogsw a7 Haftz J€t 1 useaH™s I3 (past) &t yfefafsni 2
% &% TISHS HOUET »i3 Wigse 3 mfds Je I6 | niafag fAais e Wy oA niafae 8a7¢ (3=
&mmw@)mwamm@w@mmﬁm%m
J1 UT viF S MTERTHSS HeY feeag ® vy 9 yswaet & gfier & AHs adt a9 U J1 don
%Wemﬁwaﬁﬁuﬁ@afaﬂm%wm%@wwmﬁmwwm

T

3cH fedauaz y3umet T fegg Ay 3 ufost A's HE It 1961 feg U oi3T
famrr, fd oo fegrg fesmfswdt Arfosw 3 f37 A

TB T A ST niTERHSS 3 HE® fogns @ nigawt yswa= & ufgasusT e formug yuar o3
31 ferm Aegs &g 19561%q§m(oagen)@%1957ﬁam(Ner|ove)ﬁaﬂgTﬁwawna
3 frmmer Hoseuss Al niagdt ySuHET ufdamusT € USSR, niefad ene € ysumr Jet T fa
Sfey & forfez It 33 <t yfefafsnt @ y3=a d=ar| 89 StH3 wiHes fie niafia g9t @ 3fey 1®
§W%@mmm@ﬁ€am@ﬁmﬁaﬁaﬂ%m@m%m = & yzwA
9T I5 | MafEx Ere fes 997 € YSuhH3 HE BUst € TI3HS mi3 33 HE' &% 31fa3 (weighted)
MIAS € ¥9789 &9 fed 951 8o wiust ysumet § fugst useons dH ® H3TEY FEne dde I8 |
mm%mﬁaﬂwwém%wm%fwmm
@mmﬁlw%ﬁwwméwﬁaﬁ%ﬁméﬁz%w
$ 993 uie gEST JT € YSuH a9 J6 | ferset me wiefex diSt f gewe ger 9 37 e v
faat H T UITEH™S Je T |

Beragz € BT, iggs YSUHT UfdasusT € HSTEd WEd Ere, gfey ot Aelf3 =gt &f ysumet
o foans ufost nigge Jet MRS AEHS T97 @ 3193 MAS 576 a9 J6 M3 Had THSfe AES
YSTH3 A3 Sugr J= @&t 9t I 37 87 AN AN 3 % y3umre' &g gew< aoe 76| feg mefix
éﬁ?@%’é@éf(wraﬂonal)ﬁ%ﬂ"‘dﬁﬂﬂ&ﬂ?%lEﬂﬂﬂ?%@ﬂm?é}sﬁﬁ?ﬁmm
WW@W%Iﬂﬁﬁﬁm(acceleratlon)mﬁﬁmﬁﬁm
YSTH=T iy gU &9 ufost & A3 @ nigge 3 marfas det 3, nieAsfed 31 7 niafaa enet &t
mwmm%maﬁU?@Uw@ﬁﬁaﬁlﬁaﬂ@meﬁﬂfﬂ%
ﬁ?féﬁﬁ@ﬂ%@aﬁ?m@amw&mfgﬂ?m%f&WWMawwﬁW@
qﬁaﬂﬁ(projectuons)mzﬂmﬂ awf‘aeﬁu%fnﬁuammwérw%w@rw
@m%@ﬁsm%mmaﬁwémﬁvmmﬁgﬁ%ﬁéﬂw
fear® Sfey & A3 T 2 37 &% Useans d9 € BT A BumE FYsTeT T Yl d9% J1

AS HBIE (Self Assessment)

feaz @=t § 39 (Fill in the blanks):
1. 7 viafEx &1t &9 gese Jer 9 37 foe &% faat ou <t Je TS|

30.2 fe*ayss yswAE=T (Rational Expectations)

feaugs y3um=t v fegg Ay 3 ufost Afs HE It 1961 fég UR o137 famr, fa feg fega
feartfowfaar Afosy 3 &3 Al gt & HS® HY g9 € Haf&aT atHs aifsfefomrt @ g9 feg At
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Hag At feg He @ ofee fa wiofaa 2am ysur=t @ foans age @ FIs™< (informations)
T gA% W3 fere3H Butiar s9e J6 3t 8 y3umt ¥ fea fed o fAu's €t g9 a9e I fie &%
BuUSIET w3 B3uTEs ¥ YIWTH3 oH3 gEse 3 mfaz yf3fafant §aaT @ eAsfex ohv3 sewrer
&g nrorfas yfsfafont 3 fegss soet I1 yE & Sfger I fa g8 y3um=' fos 3t 3 fedauss T
f& yswm=t w3 weatet fea nifearfas (random) M © a9E 3 y J<t T

HE € fedauss ysuE=t & snusT Tufie WIERTHSY 576 HafUs J1 fe8 &% 993 A niderHSSt
AgHe &dt A | ferset feg 10 At 3 ferfafont gt 1970 © A <9 ganms o Ifage gan,
HHA A9d € (Thomas sargent) W3 1% %A (Neil Wallace) & feR fegma T yuidr AHRE »iTeRTHS3
313t &t AHfret @ B8t &3

m?

al gAt ee I HE &t fedeyds y3wmE=t & TBuET SuRt WeERTHSY 576 REfts I

30.3 feRayss yswwE=t €t ufsasusT € HS yrausTet

(Basic Propositions of Rational Expectations Hypothesis)

IR ufgamusT Haet I fa niefaa 8de »iug a% Busay ATdt »iafaa FoeT €7 YGdl J9d STHST,
WMHES nirfe @3 migfa B9t (variables) @ 3=t H& & yswmEet @ fogns a9 951 &g g
aget 31 fer 39t ysuE=t gow @) feu Hew 96 fa wiafia Bt § ey & wese @ 59 T
Yyt i3 S Areardt get 31 HE © H3ER, Aeddt § faR 99 €988 HAUs € 39t AvsET grfaer
%|M@Wﬁm§m§%3wﬁmmmm&mmmﬁam
mwmmmalwmﬁuﬁwfwmﬁaﬁmméﬁz
YSuHE § 93¢ AN YIt BumET w3 ARG Aeddl € YUdl ade 96 i3 89 fer meT § muE
%éamfawaa%amfeawwmma%ré@an Busa=T w3 TOH 2 ydt 39t ToTert
J= 7" 8uat @ yIAHET AET It JF €7 UH &dt a9<t J1 fET Aaz ager I fa Sne fugst afim 3
feg9 a9v g5 m3 Ao B U 3 fed fadt dfimit § gargr Jaz ¥ e muR ySEHS fesow &
$ €9 a9z 99 Ae® 9% I 3fa ove Aeadt R fed fadt afimi wiAss & nir Aas |

IS UfgamusT miafad (Hefds, TTHOHIG »i3 WHEs) Bifsni 3 a1 aist Adt 31 fefauas
YSWH' Bars Tfent § Afediags st € 83 AN € nygeri®sT (Ineffectiveness) § feurger
J1 BUs € H3TER, nafad (Hefdd, THSHIE »i3 nTHEs) atfsnit f&g sewe IT &% nidg-feerar
3 feor Uz =& ygret & <u Aue fon § < &dt det| femm qu 3, femer 3= ¥iet § fousfoa a9s
2 BT AHAST nidfax aifsnlt fA” a9 ad3t a9, AGSTdt H9g SUET, Hed™ I3t Surar AF wie r
AC g nife 3 3 Harer I Quat v afoeT I fa Ae3T & fue® wigser 3 feg fiy fonr 3 fx
RIS feg frdt Stfamit e nigrge aodlt | ferset Aae fegst € yset § niusa A63T § 8<a<e adt
=T Aot I »i3 fed fadt 8t3t © Aas fiage & 7o37 €t »ig 3 fenmua yf3gasia (countercyclical)
Yf3aHd & ysuaT=t der q9et J | fer 397 32ar ufdasuaT @ H3™SR, AJATd ©f Hefdd m3 THHA
Bif3nit @ g9 feg B WGHS Hde T6 »i3 MIEE SA% ade 28 Buat €t vig fins o< Js | fege
ufgeHA=gY, A¢ 3 ATl atfsn & Aoz fHee U6, 763 8uat 3 ufow 3 Jt &1 &9 gelt Jet
I »3 Bust ¥ yzT® ¥3H I A I5| TN AEE’ 99, I2an ufdamus feg wRet I fa Fat ® wiafaw
ﬁwa%aﬁﬁa@wﬁwwﬁ%ﬁwéf%mﬁﬁwﬁ»@@w%wwﬁw
Jet 9 37 feg a © niefax e feu guwe fonm Aawt 371
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&¢ f?%a'lﬁ'i HBHTH‘ET 3 fefsun T=9 (Rational Expectations and the Phillips Curve)

3Hs Irdt yfsurfes fefeur Tag €t 3efa3 ufga®usT (accelerationist hypothesis) &g Sdrarst
3 AEIf3 & &9 83 AN © feform (trade-off) 3T I U9 BR AR = fefonw adt 31 femer a9z feu
3 fa rétfsarst ysumret rEs § fusst yfefsfs 3 worfas It 3 frst & Sfeuest fea @9 At
a4t oSt 7 Faet | faBfa AEfs & Aerfes 9 8rdt er3fea @9 3 Fer Ui Sfoet 3, ferset mer
fea meBfaa (observed) aHt uet At 1 AEHS & Asfes ©9 § A3 €9 5% ANGIHS a9
T et urfawr wiefh &9 niedfas a1t € g3 nigurs § Aed utfost niefa &9 d= =5t Aets © nigse
H35a feret Agrfes =9 @ g9 fafors o3t A=t J1

fedauas y3uE=T ¥ Hau nideHHE3fon 3 ¥H AN € 99T & ARI3 w3 Sdnaret @ &9 fefanw
Ifoz &t Aaear 3 feaae o3 1 Buat @ 3R, SsH% @ for sEs &g wisfsfos feo aes
neASfex I f& otH3 Y= Hugu &9 fugs! A3 @ nigge @ g 3 gaTet At J1 A7 3
MUt i ysEETRT § feR Hfenmst @ wag 3 gue g8 3T 89 mifedt 9T I Aug 89 Juet IEt
3T @ g fed faor Age I% 31 feg uesdl fa 80 I3 As | us fe_auds &a fed fadt a3t adt
aae, gsfa 8T 3t AEHf3 & oAe < Bl Sfeuerst a9 &9 Adt Buway Araardt & Yudr 94T |
fefoun <ag © Fau v fedayas y=umet = fegrg fosg 30.1 feg U di3™ famr 31 W 32 fx
g9amardt € 9 3 yfsez »i3 A3 & w9 2 yfsez 31 »irt SPC, =a9 3 i A 3 HY a9¢ I5 |
IHArST Ui 9T & BT AT HEdT YISt ©F €9 <0 Ot J, Y &% 3T Just g9 J Aer I
JSIA UfTaBUST @ HITTA, IHT & StH3T @ WH UTg & gAe »ug Bedar & st @ g9 feg
WURTS(I3 [T AEaTdt IHE I6 | feger feu Ao fige fex 3% I fa izt few =fafa Qaet emanit
o vt g =fofa 2 aroz 3¢t 31 fere ufgeHAegy, §3ues Sos € ®et 8 Tu T9amt § Irard 3
e 75, fAe &% F9rardt We § ArEt I1 <9a & st i =fofa § niu Getiar &% Rafus Has
éwaa%aﬁlwmmﬁwﬁweuﬁawmﬁeuﬁam%wmamﬁeﬁﬁa
mﬁamﬁeﬁﬁﬁma@mﬁmwm—f@m@ﬂﬂ%%ﬁuﬂmspc %Afaesf
Bﬁ?ggéﬁmwﬁwﬁalweﬁﬁﬁaan@mfww%aﬁﬁﬁéwﬁam
w3 HAefan 3T =faft I ot I <ot feg & Uit I fa 8o’ €t %ast < ot I A3 &9
4 yfsns =fsfa ® & dt <9a9 feg Hopr a9a I fa Bust & emsfea Hrgfort uie § aret § 3
89 vAgdt Toe 2 Bt T uiR 95| fer 39, e o HeaT a1t @ a9 nige-feerer g RS
& w9 20 7t 31 ufgeEeay, SPC, a9 3 feg ffg B 3 C & niv v& Afer I A=t F9rardt €9
3 yf3mz I A8 Agarg grdt fersea Hefaa &5t nusTs 3 ufgst @ g9se I

fI¥ AISd 99T HE9-AGI3 U JAdNd W JI9F & SPC, SPC, SPC,

eHd" 735 S9et I 31 89 85 SaHeTanT wiS TaHT § Had 1
Jt 9T AcE! A< I wigg-feeAy’ feg %Azt w3 tH3t 8F——=%---
o aifsfeftmr 3 &a9 TUEd | AG9 TIHT niuSt AT &
FAST ¥ 5% 5% a3t &Y 2faft & st s9et I 37 6T 6
niuET 83uTes TorE € RS &dt a9dt AAT f& SPC, =9
T HH® &g Jfemrt| fAE 39 S959T & AE™S J, HIH HI6o
nige-feermr &g Tuet It SH3T ¥ H3=a HAgd! Jue &
HaT I9=d | AT AYST Hefds YyAaE (M3 IHHT) Bist i
§ 9% Juel J 3F T9agt 3 ToH § feret mres T At

Inflation (%)
S

I

|

|

|

l

|

L VN

| \
|

! A
|

l

1

31 Bust = nigge It Bust & ysuHT! gF AT J| we 0 2 3 4
fég 7e Aoa Ta9r R 397 & 3t wiust I 3T @9H Unemployment (% )
e Tor = I Ifx B3uEs w3 Irare 3 feRer yIw & fe=9 30.1
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ﬁl

u?| fer 397, AEH3 & y3umwT ST <909 U 354 & Hal a9 I6 W3 TIH S0 safantt adt o<t
31 =0 Foer 99, T9H W3 S99 HAEIT AWSST w3 dHS-3tfan g »ust ysum<t 557 3¢ 76
Wmﬁmﬁaam@mﬁﬁg feg 33 fa 83 AN T <t ot nizg & 9 A2 |

i2

THE feayss ysum= 3 nuE fegg Um ad |

AS U (Self Assessment)
ggfeamUn yAs (Multiple Choice Questions):

3. I2ar ufgamusT € §99" a9s 3 UTfa®t AHRCT nERHSY &8 YGar oISt aet wiagst
ysuHT € T § AHSTen T -

®) 3= () fasT SH @
(®) yauus (7) fer feg aet adti
4. 1930 © A% S5 aan 3 niuE ‘niH TR’ fafimt 3w fere < vy Afir As -
(®) Jrarg (nf) SIHaTIT
(8) AIH (R) Uit

5. H fene gu 2 €9 A3 B39a9 AHE niret -
(®) vy nirefaa AHfmret @ gu <o () gu e U &g

(®) miEt @ gu feg (7) fer feg aet &t
6. UITGH®, 33 T yfefofan € % a8 oG Aea<t 3. 3 mrorfas
gt 31
(®) mag () a3z
(®) frus () famm

30.4 Afafeags 3t w3 Iear ufsasus
(Stabilisation Policy and Ratex Hypothesis)

IeaH ufdemuaT & U=, Hefda »i3 IHHTT (AfEdtags) St niduars feg niyg=t (ineffective)
3, fa@fa niwua®s & €9 yfsuAet & At nigHs Barer Hee adt J1 fem § ISt sUrasT
(WAHIES™) (policy impotence) faar AfeT I1 I2aR ufgemus™ fer Ha3T 3 Wofas I fa BugasT
3 TIHT WamHt nidfae aif3feftmt @ o9 feg ATt Arsardt quet J1ferset Gaat &t yfswrmiet
Jet I 1799 ATAS hﬁMngﬂ%ﬁaw@wﬁmﬁsﬁ?Waﬁﬁ%?ﬁafeﬂ%aﬁﬁa
Az A I6 »i3 BT ¥ nigAT »uSt GAs’er € AHGHS (adjustment) 59 3¢ I& | W3 A &
AIaTg SEt Hefes $ist niuset I 37 8 Yyt adt det, fafa &« ferer ygegH= sard ninughnit
urster 3 feR ¥ vigAg ufgd It ANGAS o9 9a 3¢ 51 ﬁ?ﬂ@maazrﬁﬂaaﬁﬁsﬁwwér
3 feaaammwfwa%rm%mgﬁwq%mﬂwm@%m@mg&wgﬁ
39" BYYIE T5 |

ne ufast THAHE 315t § It BErR | don € U3 3 Has @8 S9rerdt § uie ad9s ¥ wE few
AW (activist) THIHIT 3151 & T3 a9 T6 | UT ISaR UfTasusT & nigAg o9 feg a23t i3/
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7t Agardt 49w feg efadt S9mardt § des 3Tt We a4t Ae fere nivafeerEr 3 niduarfesd ys=
WEMWW(WWW)WEHWEH fea IroHTE A5t B FIAaTSt § uie
6 T MBUSTTHS Y= J ASET J, ﬁaawafeauawwa%%aﬁuﬁvaﬂm@mﬁW|
wwa@m%ﬁﬁﬁﬁ%sﬁaﬁéa?waﬂﬁ%wmﬁwawﬁm w3
Hﬁ%ﬁmﬁmﬁwa@w@wmﬁﬁwmﬁwgﬁuﬁgw
WW%W@WW@%U@MW@M%W&%W fere
mmﬁwﬁamam| fer &% %8 AN feg g9rardt i3 A3
<0 Faet 9, e A9ag AEtST § fousfos ags & ufonmr aget 31

feR 397, g9 A9aTT S9rardT We Jas € BTt fersad Hefaa a1st Irdt Hegr ygst Sutet 3 37 feg
g niwuas feg wiys<t Ifdet 31 fegd fadt 1St 3t 3 nisuars feg S9nardt Wiz a9 Faet J A
nigafeerET 3 feRR ygre yaegH o3 & 35| U9 AT A9ad fer 397 &t fersaa Hefoa 315t 3 52
aﬁﬁawwanﬁ%ﬁﬁgeﬁﬁéfuﬁwawﬁal TIHT MUSt AT Tt StH3T =t
memmmghﬁmmwﬁgﬁm%@waﬁmwﬁl
TIIIT § IHATY &It Tert | Wiz feR 7% FITASt 3 SE Y= Bt UE

fer 39 Sftmr 7R 3T IeaR Ufdasus feu AStet I X fers9a IHAHT w3 Hefaa aifswit §9rarat
3 niAETEt Yz uBsfamit w3 fag gwet 99 37 ASHS »iR Somart feg 99 =fott &9 Faet 31 fed
fAdt Stfamr & AewssT 3t & I AT 31 fegs’ T ygeeHs & B4 Aaz | fex @9 AE B« fest &
WW%@%»@MWHWWW%@M?W&&WWWW
& yfsafsa T 3 & niet 31 forwet femsa awmarw w3 Hefa ifsn &g S9mardt 3 &3
AN T YI= T BT ATAT § B § HOY I J=ar | U e fed fAgr adt der| Ao AIaw fes
aifanit § w1 Juet T 37 QU niye<t T At I faBfa ot & Tu HA 3 Hod Fa'E HAE® I S B9
83ures »i3 gt 3 feRe Y= T UIeaHE & 3 J5| fER 397, THGHI-Hefod atfant B3
AN feg It nyg=t J AiEt 31 I3 UfdamusT € AHTES o9 SfEn © H3ER fanmua S9rardt
a3 faor AES § fousfos &t 7 Ao 3, Ad9 ATT THaHE w3 Hefaa Buret v 8vs a3 »i3
BT § I 9 € 'Ae Quat § fem g9 &g AnsTem |

&gt (Criticisms)
J2AR ufgamusT & nigEATASTan & 35 o 3 midgsT st J -

1. memsfed Hfem3T (Unrealistic Assumption) — felauas yswaet & Hiew3T nieRsfed 1
W @ afgeT I fx ISt e9HT 3T BIa-BIa MGH™S B Udit U 22t €9H AT fex »itH saHgTat
f&d far &dt a9 urear|

2. Hfgelt A==t (Costly Information) — Aeardt fedat a9, 8reT ferdRE W3 yAg 993 Higar
e 31 ferset AEadt @ st 8fe3 g adt 951 ferwet fAmmesg wiefas g fe_auds
YSEH € nOd 3 GH &JT &9 AAE |

3. Fydt Arzardt (Different Information) — n&wa v feg &t HiaeT 3 fa Agarg § et 9t Areardt,
TIHT 3 TIaT 3 THE ArEardt 3 Syt et T fermEt g w3 T9ae O AEIf3 €t Asfeg w9 @
9 f&g y3um= Agdt adt fa aes nifewas (random) dHt ® a9z It TA3fea €9 3 Sudt 3R
UJ AAT BUSET AEET € M9 3 ACI3 § AgTfes nis A3’ &9 € <9 € visg @ 9 e ola-
3 YgegH™s T Aae T6 |

4. StH3t w3 Haefonr EIH 5t (Prices and Wages not Flexible) — Add AIad w3 fenafantt
€5" € FUTT 3 Un 99789 J 3¢ feR df® < aradt &dt I fx Gowt & ysuEet fedaugs Jedtt |
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faaret-30: fedauss ysuar=t @ ufgasusT

ﬁl

nrEgat € gfgeT I & atHst i3 HAgfont st adt 31 fefeun, 289 w3 forg w9dr nioarE=font
3 feg wfmt I fa Aag HAefant w3 3T AfEg I6 37 Hefax AT IS atfswi 63 AR fég ot
yI=t J AEEt I 1 Higdt €9t €t Afegst 3 3w I fa 80 gt mafanit @ & fmrerse 98t gu e
mm%ﬁ@ﬁmmﬁa@afﬁeﬁsw%wma@aﬁl fer 39t, nrefa
ﬁmmwﬁaﬁﬁwwwﬁewwa@aﬁsﬁwﬁwﬁm fermet A9
W@méﬁ?wﬁawmm@wm@mgﬁmﬁgﬁ
ygTfes a9 AamT J1

5. YSWE niggdl (Expectations Adaptive) — 3985 (Gordon) 3 J2aH uUfdasusT € 39 §
Ut 397 wiAStaTd a9 fest I 8Rd € a9T TR 6 - ufost JEt faniast feim g/ 9 ANTHTS oltH3T
€ UTT T nigH'E &dre © SE1 noe-feeret € B9 € g9 K9 ydt Aeart adt Juer »i3 nigdst
ysuHe &% foufamt gfget 31 gt Hag 8o far 397 nive-feenw’ © &9 € o9 &9 I8t I8t Ay
& e I 3t & fedaudz YESuHE=! »iagd YSuHE € 993 33 It |

6. AIST MAHTE &4t (Government not Impotent) — FeT feg faar Afer I fa I2aR Ufgawuzr 2
H3T9x AISd W9 839 e »iAHIE J| U9 I2aR »isEARE3d! fed fiat adt Hew, aufa Baar
= ferem 3 fa Agar wiefaa atfan 3 ager ysre Uet I

A< W&iae(Self Assessment)
I &3 a2 aEst & At w3 a3 < ufges a9
(State whether the following statements are True or False):
7. 3oA  fAUT3 § Hios @@ I3Adrt § uie S9s © BEl fea Aafow Irafimt a1f3 € saes
IIe I |
8. #Hod AYET YIrAIdt Ue F9T € BTl fersod Kefod a3 It Heer yost forlet I 3t
feg & 83 AN &t wiyz<t Ifdet T
9. 3I2SH nigEHESfO T fereH 3 X AgarS wiafaa SHfswit 3 Sar yge &dt ugdt I
10. 3J956 3 ISAS UfgawUsT € 394 § YT 397 a7Hgg &9 fesr I

30.5 A< (Summary)

HE & feRayds ySuE= § aeusT SRS MIERTHSY 5% Fafus J1 feoe 5% 993 AN
WIERTHIIT AZAC 591 As| ferset feg 10 At 3 femfafont 3dt1 1970 © vax €9
Ho3 &9 J'Ege ®aH, BUA Agde(Thomas Sargent) i3 1% ¥BH (Neil Wallace) 3
fer fegrg T YWar AHACH »iTERTAST 15T & AHfaet 2 et &t

30.6 HIEAH (Keywords)

o Jf3dte Aef3 (Stagflation) - af39faz AEH3 |
o UITeH® 33 (Past) - fugsri

30.7 f$™ YHS (Review Questions)

NEFTH YSTHE' o I5? TISE 9 |
. feRaysz ysumt T w9z a9 |
3. ‘frudiamz 83 w3 2R ufsasus 3 foust a3 |
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AHAS nidEATAST © fAgis

&e CECES: H&aE (Answer : Self Assessment)
1. USTGHS 2. nirafax aifant 3.® 4. (nf)
5 .® 6. () 7. Adt 8. Adt
9. B3 10. AT |

30.8 HYfU3 URSAT (Further Readings)

&

Fam 1. Hasfearafiar : »iA. d. gag<ast, fonfenr uafsfrar a€A, 2010.

2. HadfeaaHan : fearafiaecy, eBagens WS UfSHT : Igde & I8 i3
3fes v, dus, =fes gam , 2010.
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