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Foreword

THE National Curriculum Framework (NCF), 2005, recommends that children’s life at school
must be linked to their life outside the school. This principle marks a departure from the legacy of
bookish learning which continues to shape our system and causes a gap between the school, home
and community. The syllabi and textbooks developed on the basis of NCF signify an attempt to
implement this basic idea. They also attempt to discourage rote learning and the maintenance of
sharp boundaries between different subject areas. We hope these measures will take us significantly
further in the direction of a childcentered system of education outlined in the National Policy of

Education (1986).

The success of this effort depends on the steps that school principals and teachers will
take to encourage children to reflect on their own learning and to pursue imaginative activities
and questions. We must recognise that, given space, time and freedom, children generate new
knowledge by engaging with the information passed on to them by adults. Treating the prescribed
textbook as the sole basis of examination is one of the key reasons why other resources and sites
of learning are ignored. Inculcating creativity and initiative is possible if we perceive and treat
children as participants in learning, not as receivers of a fixed body of knowledge.

These aims imply considerable change in school routines and mode of functioning.
Flexibility in the daily time-table is as necessary as rigour in implementing the annual calendar
so that the required number of teaching days are actually devoted to teaching. The methods used
for teaching and evaluation will also determine how effective this textbook proves for making
children’s life at school a happy experience, rather than a source of stress or boredom. Syllabus
designers have tried to address the problem of curricular burden by restructuring and reorienting
knowledge at different stages with greater consideration for child psychology and the time
available for teaching. The textbook attempts to enhance this endeavour by giving higher priority
and space to opportunities for contemplation and wondering, discussion in small groups, and
activities requiring hands-on experience.

The National Council of Educational Research and Training (NCERT) appreciates the
hard work done by the textbook development committee responsible for this book. We wish to
thank the Chairperson of the advisory group in Social Sciences, at the higher secondary level,
Professor Hari Vasudevan and the Chief Advisor for this book, Professor Tapas Majumdar, for
guiding the work of this committee. Several teachers contributed to the development of this
textbook; we are grateful to their principals for making this possible. We are indebted to the

institutions and organisations which have generously permitted us to draw upon their resources,

i



materials and personnel. We are especially grateful to the members of the National Monitoring
Committee, appointed by the Department of Secondary and Higher Education, Ministry of Human
Resource Development under the Chairpersonship of Professor Mrinal Miri and Professor G.P.
Deshpande for their valuable time and contribution. As an organisation committed to systemic
reform and continuous improvement in the quality of its products, NCERT welcomes comments

and suggestions which will enable us to undertake further revision and refinements.

Director

New Delhi National Council of Educational
20 November 2006 Research and Training
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Table 2.2: Various Macroeconomic Aggregates of India at Current Prices
(old series; unit: Rs crores); Source: Reserve Bank of India: Handbook of
Indian Economy.

Year GDP at Consumption NDP at factor |Indirect taxes |GD at market
Factor Cost of fixed cost less subsidies prices
capital

1 2 3 4 5 6
(2-3) (2+5)

2011-12 81066.56 9171.41 71895.15 6293.83 87360.39

2012-13 85465.52 10092.04 75373.48 6803.27 92268.79

2013-14 90843.69 11017.53 79826.16 7550.65 98394.34

2014-15 9727491 11926.75 85348.16 8246.60 105521.51

2015-16(P) 10427.92 12784.65 91487.27 923.57 113502.49

Net factor GNP at factor |NNp at factor GNP at Per capita Per capita

income from cost cost market price (GNP at factor NNP at factor
abroad cost” cost”
7 8 9 10 11 12
2+7) (8-3) (8+5) (8/population) | (8/population)
—768.24 80298.32 7112691 86592.15 66915.26 59272.43

-1081.70 84383.82 74291.78 91187.09 70319.85 61909.82

-1223.72 89619.97 98602.44 97170.62 74683.31 65502.03

—-1244.50 96030.41 84103.66 104277.01 80025.34 70086.38

—-1369.20 102902.72 90118.07 112133.28 85752.27 75098.39
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Table 2.3: Components of Gross Domestic Product (at market price) at

constant 2011-12 Prices (Unit: billion rupees).

1 2 3 4 5
2011-12 49104.47 9683.75 29976.19 2068.54
2012-13 51702.57 9734.98 31435.31 1990.96
2013-14 55200.68 9775.21 32505.39 1620.36
2014-15 58642.83 11026.07 34082.51 1950.07
2015-16 63011.28 11269.52 35407.50 2058.16

6 7 8 9 10

(2+3+4+5+6

+7+8+9+10)
2530.33 21439.31 27155.54 —286.67 87360.39
2597.19 22885.81 28783.84 705.86 92268.79
1501.23 24666.32 26433.68 —441.17 98394.34
1732.75 25084.02 26643.90 —352.84 105521.51
1738.11 23777.42 25907.93 2148.83 113502.49
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Money and Banking

TO) Sde;mm%mﬂ zqei)%\@gmcj QVTOD mq@mmﬁ.
2y B AWT w0 UFPFRIFONY  ATHAY  SRFHTe
QIORILROY. STOOT as@%é QRBRR)Te TP ARRDY.
2WON0Z Ted), [HND QWYNR, DFTOTTT  QETIROTIY
DORTONTVT 2O BENOWTOZ WT/  [PIWTE, [ BVTOTTY
mmma@d 59@%& &3 &wowg TOWORRATWOZ  O3FTe
BOAOMPNY. BTWS wOBIOT T, SHFT TUWINW ~ BRTFEOD TRVF BITITTY
BRBNT FRRSe T DVDODNYRY, WMARYIR 2O YITTTEOOMITT. TV,
BTN WERTe IBOINT BHFB DVTODNRTT, Totd QT wcgg SOTH ITOINTIT.
QY WROLWACCRNTOT WONINY AIASEY TROoTEdE [P0 FPRIRTT. YVTRTIHN, 2
ﬁsioﬁb WY QT @f%omd ENNCVIECH oV Cla N WENR QAT m@é@%m QOPATRY DO
Tonedzincees. %@@aﬁa& 353&33033%7? B,80T30N ©HT 28 TROOTT Y @gmon BeRE VORI
VR AT Y. ABT F[ING F0L, TiRWOS ZReTTo [P BIWOFIHMTT.
BTO0T HWTITNTT), ANITNALY QTER BT &%%@@%5035 20T P WS
BWIT VTJTIOWTD. WOTHT JAWIE TE DOW  FTOINVTYT. BJINK T, WIJ AT,
TEOF TPOWTDW W) IR WTJIWH  FTRAGY, DOCHILD TEOTR,  WERWTWD.
QATODB/IZ), WADRRYRRTIE TOT JHI T, D0 TONSATTR, AW SR, T
md@eéﬁ@ém‘% BITEORWETT. % FINTIZND ST @@ng@ﬁ@o& TRT TWND FoCNFNFONS.

3.1 T RN Functions of Money

WS QTWORITOZ RATONT m%mmﬁdo@tﬁe TEOT BP0 msg @32303 TR0 TSEN.
W,TT OFET[IHONG FH DITOD B0 TFEIRHITT. HFOTT TIPTT THT/O JRINTY,
QDVTVOD T[RTBED o&meﬁémd BING ziraez,j&éﬂ BRI PO BT ﬁzgs T0eTOOITPNTOET.

0y SZW WP0T YIVTHOTT FUTWIN FOONF IVFLATT. QTP FOH ) e
TROTZ, TOT FPWINYY IF TRBLIDWNG. 0 § NRESPIT SPOF) 500 20T
oY TEPTT WTZ, BT 500 FLINVR DTN SRTBTVW 0T WFF M, Y
20T TRTIOR BT 20T FLITINT. WO FRT'Z 8BS 2 D womd BT 8S M0
POTRT BYCR BowoRATOZ BT MBeF SSODT), TP S TOTWIOW. YOuT IBAI
Bod 10 +2 =5 SBYSNGOMTH. BTe LHOTIODZ, ATT ATINYN FOWORATOZ BT
55"3@5563)4 @§ TOBL QLTOIRENTWID. FNCOT WTTTTONY 2,080 TRIVOWOD &3S
1 +2=0.5 ﬁ@ps R 1 +~10=0.1 IR xmmmgd. o QR ITINY TRT TRIT



B3dnsd Twpwen, S DYTY ABIT, DOFOIWNTOROTIMTT. CSwPTe TTII
SRTTY BT [IPOF IRWRCPMZT, BN BT wOW FeITH ORI FTIIY,
BRW BBVWHOTY FRNITH. ATBI), TOT ERWT JEONYT DVAT ONFES.

e DO TF S0 9T IRTINTR, BROOT. TR AVTOH TG S0HY
2.8) BFOIN FOTIIY, BONDALDBIRTLY FHOMISD). 2.0TR, e BFOH BORBIIY,
ﬁrao@d% DT, Zswonde P RNTT faaﬁw ﬁrao@gﬁom%@@%m. ] @z?%o:o
B[O BONTID, BOFBY BDLRNTT 9T T3 ITRNTI, TBERHNRTTN
BIPTOL TPTWTVTVT SO0 ) TORBHTOW. STT @3 TOJWME FTTNT)
2O PFT VIHONT, N0 FOTMGDATED mz,ﬁsébg. ©YT @@oﬁa TORTHR 30020
FEBFIT WBJTIONT. 9T ATRAII, DOOIL0 AW, BFOD AT, DITOD
VRV WOPITY, WTON L3eRTOINY, RITI), TWIL ) TR, BIOD Y
ROTIROB/IY, wéommﬁe@mgd. QY BTN AW, WHONT, [PTVE wPRTT 33
AIFND), TOTOBLTBIW. TEOsy TPTWOTVTOTITY 0B VWD WA [Y, 30T
NEaQeoRNTN 3R, AT, O3RRTE TRONTLR 03TYTIe BIodwe &gé’*&%@%&)mmﬂd.
Gert BINOR BEOY SPOT BOMRTTION FoONF IVF LT, PORT WoTAERENTYN
ROTID, TEOT THTTBY FONGDABTIW. SN, 85 FoONFBI)Y, TN ITF LB
BT BPOFY ATwNTSeien. HWEDT BENY DY BT IRWT  IFOHI,
93 BRIWTDW. BEOBJREN BBT 0IPYTIe SIOL BPOB FOMDTTION  FIODE
QBEEAWPT DOLOTI, TVF WITNT, YT WOTRS, e JTVAND, TN
WPTD LPOTN (SeFTTY  TOWONFLRMTT). BTN, DYNTIY Q3T BOBPAYNR
ROPTON TOBIFBL AWBAY BB ATFIF WNONTH, BROOY.

3.2 =W BeRE Demand for Money

RUY BANPNOT Ty ©VIJOT Tk, TBIODI, BRODT) VT, OTF TN
u%%m%@ﬁd BTOOT WTZ, QBT ATDNAPR DOLETON QRWION 0TI TOTONT.
2RO IE AT RTORTOI m;ﬁwm% BRODT. TEOTJI), IR 5938 SHRTTY
QERTRNT WIW  IRPTe ROITSY AT I[HCDYRT VP € ToT  Ded
LHODTZY), NPBVTOW. IOFF FIONTY DT, BEOTWI), SNWON VD), FRYLICR DO
JAFFORTIN TTIOHN ONIRVZ DT TR TRTBTWIT WHOD WTOEROION
ST DOSONTR, (T2 DATVONTIR,) WONESRLeTMTT. SoeroN Teow 393
(2393) 5eRBODT, TT/I0D WY (BOK) DOW YELDIWTOW. TNDION DT
QT ESNOMON BIT BB, (ST,) INT TRTTY BENZREL WORATT.

3.2.1 ajvgdmdd emgeei The Transaction Motive

TEOWIY, QAY, FRNPTT TPoS WOFETBWe [WHIONTR, FIARPT. Jesy A,
BeTITR, DOTTRR, TRW IR, WNTR), TS 0008 Beow DIHe WBSRETT
DHTT WPT HINTMN ey ABPPYTIe INW SO, A, IRWT BTJTICNIRDY;
Q) WTT FOWFNOT FeTzoN DDFNTTY, FIT YO9T YT, I, LRI 0v3R
BB BPWTOZ AW, YOTBHLNTOII, FeFTOW. STWS Tz, IYD  IRIND
TOTRBION [, STONBRODT BROOFCIPHYOY. HITD IR, BTNV, 2ded
2363 BRODNTY NYRTYT 0B IWNT WB/HOD YT ER, ATOTToN AWF B[ITWTVT.
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30N $T0TY =B YoFBY WWTTWN 100 =T 0 SNTOITI. I, FTHFO IR
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235338 TToR0 wa@mdcﬁ eRBOIN dm, wFE sone esmo:b%I§ RVTNTOZT WP
YBROW WFFRY W, oMY [T BPOT YTFTTNIT.

&N VD TWINYD [, ADNT  ATTEE wggﬁ@é 20T @@Fwswﬁ@oﬁamq
TORESAREED. — 20T YOTEH FE3T (2.2), FHON BRITITHTORID) B 2.2), TOE 3.
T PP TG Son¥ 330539 100 deéaﬁﬁ@o& TOFTIN TOB|SRET. far:)%é
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BPBWTE-85 BHRFIZONY 2.0T3e FTBH BRTINTT! & 0edoNY JE $one 8303TY
503 X100 T &) 0B LT Fe3gy) I0 9T, BROOITT. done deIod OF
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BB OOT, TTITEON, SHFFZONY INTD [BVHOTT 2RI My, AT, doent
2 BODLT.
M= kT (3.1)

2@ T DFF BONTY SHFFI0N BLIT i), WP, (T [PT) T
k NREICE RMERNTOTT.

B DWOILRT AT aégmf @@F%éodamol GaCNolelay 6@8% BRCIOT
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The Sum of an Infinite Geometric Series

We want to find out the sum of an infinite geometric series of the following form

S=atar+ar2+ar3+---+arn-- o

where a and r are real numbers and 0 < < 1. To compute the sum, multiply the
above equation by r to obtain

rS=ar+ar2+ar3+---+arn+1---o

Subtract the second equation from the first to get

S—r.S=a
or,(1-r)S=a
Which yields
s=-12

1-7

In the example used for the derivation of the money multiplier, a =1 and r = 0.4.
Hence the value of the infinite series is

1 5

1-04 3
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QuIegen Appendix 3.2

Money Supply in India

Table 3.5: Change in M1 and M3 Over Time

Year M1 M3
1999-00 3417.96 11241.74
2000-01 3794.33 13132.04
2001-02 4228.24 14983.36
2002-03 4735.58 17179.6
2003-04 5786.94 20056.54
2004-05 6497.66 22456.53
2005-06 8263.89 27194.93
2006-07 9679.25 33100.38
2007-08 11558.10 40178.55
2008-09 12596.71 47947.75
2009-10 14893.68 56026.98
2010-11 16383.45 65041.16
2011-12 17373.94 73848.31
2012-13 18975.26 83898.19
2013-14 20597.62 95173.86
2014-15 22924.04 105501.68
2015-16 26105.67 116543.39

Source: Handbook of statistics on Indian Economy, Reserve Bank of India 2015-16

The difference in values between the two columns is attributable to the time
deposits held by commercial banks.

Changes in the Composition of the Sources of Monetary Base Over Time
components of Money Stock.



Appendix 3.3

Table 3.6: Sources of Changes in the Monetary Base (In Billion)

1981-82 154.11 9.37 144.74 1.68 54.19
1991-92 637.38 26.40 610.98 8.85 348.82
2001-02 2509.74 101.79 2407.94 28.31 841.47
2004-05 3686.61 123.47 3563.14 64.54 1139.96
2005-06 4295.78 174.54 4121.24 68.43 1355.11
2006-07 5040.99 212.44 4828.54 74.67 1972.95
2007-08 5908.01 223.90 5684.10 90.27 3284.47
2008-09 6911.53 257.03 6654.50 55.33 2912.75
2009-10 7995.49 320.56 7674.92 38.06 3522.99
2010-11 9496.59 378.23 9118.36 36.53 4235.09
2011-12 10672.30 435.60 10236.70 28.22 3562.91
2012-13 11909.75 499.14 11410.61 32.40 3206.71
2013-14 13010.75 552.55 12458.19 19.65 4297.03
2014-15 14483.12 621.31 13861.82 14590 | 4655.61
2015-16(P) 16634.63 653.68 15980.95 154.51 5018.26

Source: Handbook of Statistics on Indian Economy, Reserve Bank of India, 2015-16
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Income Determination
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Open Economy Macroeconomics
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Table 6.1: Balance of Payments : Summary # (in US $ million)
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1. d@ﬁ% 316.5
2. |e3TDTONLD 461.4
3. |®FRT W (2-1) —144.9
4. |oRwpess (RI¥) 118.1
D. AT ST 2412
Q. TSN 123.1
5. @9 008 wod (3 +4) —26.8
6. |2Tede THRT (R3¥) 73.4
Q. Tede T TRRE (ITY) 312
Q. WOBNY 422
7. |23 3oR) (@%@?) 1.7
8. msézsé ONH (I¥) 1.4
9. |wR0%0n (JTE) 11.6
10. |938 BOPYNEL (E’O%%f) 11
1. | el B2 BreeRn (wgg) -1.0
12. | 2083 2OT0Y a0 (SHETNH B BRCHN LIRRO) 88.2

(6+7+8+9+10+11)

13. |Bowood wedned (5+12) 61.4
14. |25 w98 (- YY) ~61.4

Source: Economic Survey, 2005-06.
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