cshior courses apart from scorving teachhors in keocp-
img themsselves abreast for the latest advancess in ths suk-
2ct area also provide opportunities tor tham to exchange
axperiencea with their peers and to mutually l=arm from
sach other. Teacheaers being the main gate keepasrs for ef-
fectimg an ntegratiorn of mathermatics 1 econormiic thaeory,
neacs to be eagunippead through adeasqgoate training F &
ticipants in the need assessmemnt study Indicated the rel-
cwanco ol the cowurscand tho noed o expand Lheo cowurse
offcrings. Tho study provided a solid framowveork for the or-
ganis=rs in identitying gaps or discrepancies with resp

.

i

= ct
tex the maothematcal =skills, to prepaors the course d=s=sign
and content and also take not=e of the prokblems that may
not be solved by traiming. In addition, nseds analysis 3lso
z=1rve=s g basiz of comparison for evaluating the effective-
ness of the couras. Comnsidering the expeaenses invalvedd m

-

execulimg frainimng jeprograrns, it i=s |-.:}g';c:.=|| L ,'-lll.'-il"_l..l’./;'(—} Lraimimc
neaedcs al Lthe aonsel, =o Lhal 1L can be nnade |lo order loocus-
iNng on procisc noods. The documentation and dissamina-
ticxr ot firnedings of need danalysis boecornies usetul in sharirig
replicable l=sson= and realistic pictur=ss.
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Foreword

Economics as a discipline is introduced atthe Senior Secondary Stage inthe form of an elective subject. Atthe
Secondary stage of school education, the study of Economics, as a component of Social Science, has been dealt with in
a general manner avoiding the rigour of economic theory. But atthe senior secondary stage, the students are ina
position t o comprehend and appreciate the basic concepts and theories o feconomics. Recently few significant
changes in syllabus and pattern of evaluation have been introduced by CBSE which majorly impacts the
Classroom teaching and strategy of preparing students.

Transaction and evaluation techniques are changing fast in Economics. INSET programmes are organized to upgrade
and enrich participants’ knowledge in the area of Economics. Changes in the curriculum have to be shared with the
participants along with common errors committed by students.

Latest approaches introduced in Economics such as Multidisciplinary Approach, Open Text Based assessment are also
to be discussed with the participants. Certain important areas such as interpretation o f Statistical Values, Use of
Mathematical Tools, Budget and National Income Accounting, efc. are also to be discussed.

The course designed thus intends to provide them an opportunity to acquaint and familiarise themselves with the recent
developments in the discipline as well as the functioning of various economic, financial and other institutions. The role of
an Economics teacher is crucial in transacting the curriculum in the same spirit and prepares their students in
understanding the subject better and performs well in Boards. Use of Statistics in Project Work, Changed approach for
teaching Dynamics of Indian Economy in class Xl, Understanding in the dealing Mechanisms of Mathematical Portion in
Class XIlI Economics, Analysis of Class Xll Papers and discussion on improving Students Performance, Gaming in
Economics for effective Joyful Learning, Blooms Taxonomy and Question Paper Design, MDQs, Understanding Budget
and Government Policies implicating Economy are major areas that will be addressed during 4 Days Orientation
Program for Teachers.

The Manual addresses these significant changes in Curriculum, Assessment Practices and the useful reading material
will help you in your classroom Teaching — Learning processes. As Teachers play an important role in implementing all
new changes taking places in the curriculum and also the new technologies in the field of education. SCERT and DIET’s
have been providing IN-Service training in orienting the teachers in implementing the same effectively in teaching—
learning processes.

NCERT and CBSE have brought in the desirable changes in the textbooks and examination pattern to connect the text
with real world of work in true sense. NCF 2005 also strongly emphasizes on the departure from rote learning to child
cantered-processes which is the core of constructive approach. The support material developed by SCERT is an
initiative in this direction for capacity building of teachers.



| appreciate the Co-ordinator, Dr. Seema Srivastava, Sr. Lecturer, DIET, Moti Bagh, and team of Contributors who have
brought this Manual in the present shape. We extend our deep sense of reverence and gratitude to all concerned
authorities; DOE, NCERT and CBSE for extending all academic support for incorporating required content in the Manual
for training of Lecturer in Economics. We look forward for your continued supports and academic associations for quality

education and capacity building of teachers.
Your comments and suggestions are welcome on the Manual.

Anita Satia Director, SCERT



Preface

The Ethics of learning Economics emphasises Learning to Live Together. The teaching of Economics makes the rich
realise that he is duly bound to support the poor, as poverty anywhere is a threat to prosperity everywhere. The idea of
living happily ever after cannot be imagined in the absence of maxim of Living. As “Living to work is more important than
working to live” NCERT and CBSE have brought in significant changes in the recent past to make the School Curriculum
pragmatic which provides ample scope for a teacher to relate the contents of text with the world of work. The teaching of
Economics empowers the students to observe empirically that economic phenomenon of which they may be a part.

SCERT organises Capacity Building/Orientation of teachers on the changes in syllabus, evaluation strategies brought in
by NCERT and CBSE from time to time and hard spots identified in the subject every year and provides reading material
based on the same.

In the changing scenario teachers have to really plan their methodologies in the light of NCF’2005 which strongly
emphasises on construction of knowledge by the child himself/herself and has to think beyond the traditional confines of
classroom. The recent CBSE papers have shown a noticeable shift to Application Based Questions which requires a
great deal of effort on the part of teachers to prepare them accordingly.

The present Manual has been developed focussing o nimplementing the significant changes i nthe Economics
Curriculum at Sr. Secondary stage of education and covers the important areas, which the teachers should address for
improving the performance of the students. The Manual also provides the teachers to explore, discuss question etc. to
makes the teaching-learning process more effective. Itincludes reading material on Project Work in Economics in class
XI, OTBA, MDQs and hard spots efc. in practical and interesting manner. Evaluation and test items used o n different
domains are also covered. Teachers should feel free to use this Manual as reference material during the classroom
teaching-learning processes.

| would like to congratulate the Co-ordinator, Dr. Seema Srivastava, Sr. Lecturer, DIET, Moti Bagh and the team of
Contributors for brining this Manual in present form. | hope this Manual will prove helpful to the teachers in planning
and transacting the curriculum in the classroom effectively.

Dr. Pratibha Sharma Joint Director, SCERT



Editorial....

Economics is a subject one can see and relate in every sphere oflife. Itis a science that analyses the choice making
economic behaviour. We have been witnessing the discussions o nthe declining GDP o nvarious Channels and
newspapers in the recent past. As a student of Economics, you have to provide students the rationale behind this to
develop a logical understanding t o g o beyond the Statistical data. Likewise new Budget following debates and
discussions on various aspects should form the part of classroom transaction to go beyond the textbooks and also linking
the subject with real life situations.

The syllabus is so structured as to help the students to use computers wherever possible i.e. for analysis of data,
preparation and presentation of project report. Teachers must encourage, guide and facilitate the use of ICT in the
subject to be competitive. They themselves should use newspaper clippings, magazines, and other sources as teaching
aids and prepare students to relate the contents of text to the world of work. Economy is constantly changing and
responding to changes at domestic and at global level. Teachers have to update themselves continuously for preparing
students for globally competitive challenges.

Keeping in view the significant changes in Economics Curriculum at Sr. Secondary level and the change in evaluation
strategies, the present Manual contains some reading material on selected topics. Techniques and some tips to prepare
recently introduced MDQs along with MCQs and VBA on some topics as exemplar, OTBA, Project Work in Economics
etc. The important point here is that as the syllabus is pragmatic and recent inclusions in evaluation requires teachers to
prepare their students accordingly, they themselves have to update on these changes for effective classroom
implementations.

An attempt has been made to link economic knowledge with real life situations. The aimis to generate and develop
scientific thinking towards the subject. For a very long time, Indian social science textbooks discussed the details of
affairs outside India only in world history textbooks. This is for the first time in an economics textbook, the details of
aspects related to economic development of other countries and particularly India’s neighbouring countries are
discussed .The Manual discusses as to how this has to be taken up in the class with the help of different data sources.
An analysis of the Indian Economy will bring out the process by which development takes place. It also helps the student
in understanding how poverty and unemployment can be tackled. Role of Economic Planning in a country‘s rapid
development can be appreciated by the student.



The Manual also contains an orientation as to how Statistics can be used as an effective tool in Projects for
impactful analysis and interpretation. Tips and suggestions will be useful to make it student friendly. The Glossary
given will also provide an easy understanding of various Terms used in the subject, especially for newly promoted
teachers.

The most important aspect is how you, as teacher discuss and debate different questions and situations to make
students think out of box. We as teachers have to prepare them for the real world of trade and economy. Linking school
education with the real world is the need of the hour and also a challenge for Curriculum Planners and Educationists.

The demand of Economics is due to its importance both for career as well as job point of view. Economics is considered
as ever green subject due to its high utility and huge demand in the job markets. Job opportunities for economics
students have increased manifolds post reforms, and after amalgamation o fworld economy. You will find the
informative write up on the Career and Opportunities for Students of Economics which will be useful for you to
provide necessary guidance at this level when students are opting for this subject. | owe special thanks to Mr.
Mandeep Kumar, PGT, Economics, RPVV, Vasant Kunj for this invaluable addition. | have tried to include FAQs to
address the important Issues and concerns.

| take this opportunity to express a deep sense of reverence and gratitude to Ms. Anita Satia, Director, SCERT and Dr.
Pratibha Sharma, Joint Director, SCERT for their continuous support and encouragement. | owe special thanks to Dr.
Dushyant Kaur, Principal DIET Moti Bagh and all my colleagues; Academic and Administrative Staff for facilitating and
extending unconditional support at all stages of completing this assignment. Thanks are extended to Ms. Shivani,
Lecturer, Summerfields School, Kailash Colony, for providing invaluable inputs. Special thanks are extended to the team
of Contributors, Subject Experts, and their concerned authorities, Faculty of various colleges/Institutes, DDEs and
Officials of Directorate, Principals and Teachers of Government Schools, Aided/Public Schools for providing valuable
suggestions and support at all stages of development of this Manual. | wish all Stakeholders an insightful reading.

The observations, suggestions and comments related to the Manual are welcome.

Dr. Seema Srivastava
Sr. Lecturer

From the Editor...

Itis observed that most (75-85%) of the Economics PGTs presently in Government / DOE set —up Schools have not
studied Economics atSchool level or Graduation level. Orientation Programs / Capacity Building programs and
Enrichment Material are essential for their professional growth and enrichment in their subject to understand the
‘Tools of Teaching Economics’

There are numbers of reasons, the significant ones are:-

e Teaching of Economics is not static, its dynamic (Based on Dynamic concepts) andis affected by all
external factors be its social, political, economic etfc. and it affects every aspect of life of a common man
i.e. Budget, Increase in Consumer Goods, Hike in Petroleum / Diesel Prices , Change in Interest Rates,
REPO rate, Licensing, Increase in Service Tax efc.

e [t requires analytical ability.

e Mathematical and Statistical portions require a special competence o funderstanding, analysing, and
interpreting data.

e The subject requires a teacher to be continuously updated in terms of what is happening in Economic
Scenario at Domestic and at Global level to make his subject context based, competitive & close to the
world of reality. Newspapers, net-surfing, exploring economic / business information, Government policies
etc. are all tools which equip an Economics Teacher to be effective in preparing students for not only Board
Exams but in the Job Market /Higher Education which is sufficiently competitive.

YOU NEED TO BE PASSIONATE ABOUT LEARNING AND UPDATING ON WHAT IS HAPPENING IN ECONOMY AT
DOMESTIC AND GLOBAL LEVEL TO BRING THAT IN YOUR CLASSROOM TEACHING F OR MAKING THE
SUBJECT LIVE, RELEVANT AND MEANINGFUL.
YOU NEED TO BE PASSIONATE ABOUT LEARNING AND UPDATING ON WHAT IS HAPPENING IN ECONOMY AT
DOMESTIC AND GLOBAL LEVEL TO BRING THAT IN YOUR CLASSROOM TEACHING F OR MAKING THE
SUBJECT LIVE, RELEVANT AND MEANINGFUL.

ECONOMICS (Code No. 030)
(2015-16)

Ecoromics is one of Lhe social suiences, which has greal inflaencs on every burman being, s economic Life
and ~he econumy goe through charees, 27e reed to ground education in children's own experience becomes
essencizl. While doing so. L 2 mperalve Lo provide them opportunities Lo acguire aralylical skills Le
ahse-we and understens the econamic realities.



AL senior secondary slape, Lhe learners ate na sosilicn w understand sbstract deas, exercise he power of
thitking and to develzp toeir ow1 pe-cepton. It & at this stage, he learners are exposed 1o the rigour of

the discplite of econemics in a systemat’c way.
The ecanomes courses ase inlroduced inosuch & way Lthal in Lhe inilial s.age, the learness are introduced Lo

the econom’c rezlit'es that the nation is fac'ng tcday along with some basic statistical tools to undarstand

hesc sroacer cconom ' real Lies, In Lo laler stage, Lhe learmers oo imbrococed Lo cooncinics as 2 Lhoeary of

ahstraction. . . B o I
Pealisaton of learners' role v nation awlding and senstivity o the cconatic “ssues that the nation is
tazing today. . . . ) )

Equipment with basic tools of ecoromics and slatisbics o znalyse sconomic issues, ~his s pertinent for
ever Lthose wha may not pursue this cours2 beyond serior secondery stage. L.
Development of understanding that there can be more that one view on zZny econowic issus and

recewsary skills Lo aroe logicalay with reasoning.

Statistics for Economics
13
2. Collection, Organisation and Presentaticn of Data 27
3. Statistical Tools and Interpretation 27 66
40 100
Indian Economic Development
4. Development Experience (1947 -90) 13 18
and Economic Reforms since 1991 2 16
5. Current Challenges facing Indian Cconomy 15 60
6. Development Experience of India 10 14
Neighbovurs (OTBA)
Theory Paper (40+50 = 90 Marks) 50 108
10 12

Part A: Statistics for Economics ) o - o
15 this Course, the learners are expected to acouire skills ir collection, oreanisation and
presentat’on of quantitative and gaalitative informaticn perzzining to va-icus simple ecoromic
aspects systematizally, It also intends to provide some bBesc stzuistical tozls to analyse. and
interpret 2ny econamic information and draw appros-iate inferences. In th's arocess, the learners
o are also exsecled Lo understand Lhe bemavigar of various cooromic dala.
flﬂeamne, scape.and lmport.arc_e of statistics in E;onomwc&

Unit 2:  Col ection, Organisztion and Presentation of data . )
Collection of data - scurces of daza - arimary and secondary; how bas’c dzta s collected, wit~
concepts of Samplng; metrods of col.ecting data; some impcrtant sources of secondary data:

oo Census af India and Matienal Samale Survey CroaniszLon.

Organisation of Data: Meaning and types of variab.es; Frequercy Distribution, ) i .
Presentation of Data: Taaular Presentarion and Diagrammatic Presentation of Data: (i) Geometric
forres (bar diagrams and pie diagrzms), (i) Feguercy diagrams hstodram, posygon and ogive)

o and (i Arithmelic Line 51 aphis {Lime sones graph),
Unit 3:  Statistical Tools and Interpretation
{Tor all the numerical problems and soltions, the appropriats economic interpratation may be
attempted. This means, the students need to solve the problems anc provide interpretztion for
the results derived. ) )
Measures of Central Tendency- mean (simple and we'ghted), medizn ard mode . . .
Measures of Dispersion - abscluze dispersion (range. quartile deviation, mees~ deviation ang

standa-d deviation); relative dispersion (co-efficict of range, co-efficient of quartle-doviation,

ca-efficient of nean deviatior, co-efficlent of varfation): Larzn? Carve: Meaning, construction and
its 2pplication.
Introduction ta Index Numbers - meanirg, types - waaesale price rdex, consumer price index
and indax of industrial production, uses of index numbers; In‘lation and incex numbers.
Part B: Indian Economic Development
Unit 4:  Development Experience (1947-20) and Economic Reforms since 1991:
A Erief introduction of the state of Indian ecoromy or the eve of independencs. Common goa.s of
Five Yaar Plans. :
Main featares, problems and policles of agricalture (insritutioral aspects and new ag-feulnoral
strateay, ete. ), industry (industrial licensing, etc.| and foroian trade.
) Econoirgc Reforms singg 1991: .
Meed and main features - Uberalization, globalization and privatisation;
An appraisal of LPG policies
Unit 5:  Current challenges facing Indian Economy _ .
Poverty- absolute and relative; Ma'n programimes for poverty elleviation: A criticzl assessment;
Rural development: Key fssues - eredt and marketing - rale of cooperatives; agricultural
diversification; altemztive tarmirg - organic farmirg _ _
Human Capital Formation: How aeople bacome resource; Role of humar capitzl 10 economic
development; Grawth of Edacation Secta- in Indiz
Employment: Farmal anc informal, growth and ofher issues: Prablems and policies.



Inflation: Problems and Pclicies A
Sustainable Economic Development: Meaning, Fiferts of Franomic Development on Resources
. a1d Znvironment, Tnclucing dlobal warming.
Unit 6:  Development Experience of India: {OTBA)
A comparison with neighbours
Issues: grow:h. oopulation, sectorzl development and other developmental indicators,

Part C: Developing Projects in Economics
. Somre o7 the examples of the orojects are as Tollows (they are not mandatory but suggestive):
{iy A 'cg)ml on demographic structure cof yaur neighborhood.
(1) Changing consumer awzreness amongst households.
(7] Disserninaticn of price infornat'on for grawers and its impact an consumers, . . )
o {'v) Study of & cooperztive ‘nstitution: milk cooperzrives, marketing cocfpere_ tives, etc.
%) Case studies on public privete partnersaip, oJtsourcing and outwa~d Tore'gn Direct
Investirent.
~ivii) Desfaning eco-friendly projects apalicable in schoal such as paper and water recyvcle,
The idea behind ‘ntroducing this unit is to enadle the students to cevelop the ways anc means by
which a preject can be develeped using the zkills learned 14 the oourse, This includes all the skops
invalvod i desigrerg a projoct starting fromm cranairg & title, exploring the infarmatan relaticg to
the title, collection of primary and secondary data, anzlysing the data, presentation of the
prject and using various stalistica. Lools and the'r inte pretaton and conclusior .

Suggested Question Paper Design
Economics (Code Na. 030)
Class XI (2015-16)

March 2016 Examination
lHmcry:%O marks + Project: 10 Marks

%
Very Shaort Shaort Long
Short
MCQ
or theories; Idertify information) 22 25%
2 25%
‘8 20%
9 21%
9%
100
Total

There will he Internal Choice in questions of 3 rards, 4 marks and & marks 'n bath sections (A and B, (Toal
1 irternal cheices in sactior A and total 3 internal chaicas in section Fj,

Introductory Microeconomics

Consumer's Equilibrium and Demand 16 34




Producer Behaviour and Supply 16 34
Forms of Market and Price Determination under perfect 12 3
competition with simple applications
50 110
Introductory Macroeconomics
National Income and Related Aggregates 15 32
18
Determination of Income and Employment 12 27
Government Budget and the Economy 17
16
50 110

Part A: Introductory Microeconomics
Meaning of microeconomics and macroeconomics
“What is zn eccromy? Central problems of an ecoromy: what, ~ow and for whom to produce;
. _concepts of production possibility “rontier and opporturity cost.
Unit 2:  Consumer’s Equilibrium and Demand
Consurmer's equilibriam - meaning of utility, marginal utility, law of ciminishing ma-gi~al utility,
conditiors of consumer’s equibibrium usng mar&'naL utlity analysis.
Demmand. market demand, determinants of demand, demard schedule, cemanc curve and its
slope, moveme=t along and shifts ir the demard curve: price slasticity of demand - factors
atfecting price elasticity of demanc: measurement of price elasticity of demand - (a) peroentage-
change method and (b) eeometric method (linear demand curve); relationship betwe=en price
elasticity of demand anc total expand'u-e.

Unit 3:  Producer Behaviour and Supply
Total Product, Average Product and Marginal Product,
Cast: Short run costs - torel cost, total fixed cost, rotal varizble cost; Average cast: Average fixec
cost, average variabla cost aind marginal cost-meaning and their relationstips.
Revenue - total, average and marg nal reverue - meaning znd their re,ations?w'ps‘
Producers equilibrum-meanirg ard its corditions in terme of marginal revenJde-margimal cost.

Supply, market supaly, detarminants of supply, supply scaeeule, supply curve and dts sope,
mavements along and shifts in suaply cuve, price elasticity of supply. measiremest of price

elastic'ty of supoly - (a) percentage-change method and (b) geomet-ic nrethod.,
Unit 4;  Forms of sarker and Price Jeterm’nation under Ferfect Competition with simple applications,

31 [ewle
Ferfect competition - Features: Determi-ation of market equilibeium and effects 0’? 5?119&3 in

demand end quFlv. o . ) ) )
Other Ma-ket Forms - monopoy, monopeolstic competitios, olieopcly - their meanirg and

features.
Simple Apalicarions arrEE‘nand 2d Supply: Price ceiling, price floor.
Part B: Introductory Macroeconomics
Unit 5:  National Income and Related Aggregates
Some bas'c concepts: cotsumption goods, capital goods, firal goods. intermediate goods; stocks

and flows; g-oss investment and depreciation,
Circular flow of incone; Methods of calculzting Matio~al Income - Walue Added or Prodict

methed, Expenditure method, Income methzd,
Aggregates related ro Hational Income: Gress Mational Product (GNP), Net Hatioral Procuct (MNP,

Gress and Net Domestic Product (GDP and MDP) - at market price, at fzctor cost; National
Disposable Income (gross and net), Private Income, Personal frcome and Personal Disposable

Income; Real ard Momninal GOP,
Unit 6:  Money and Banking
Maoney - its meaning and functions.
Supaly of mosey - Currency aeld by the public and net derand deposits held oy commerclal

banks.
Maney crggnqnn by the commercial banking system.
Centra. bank and 115 fusctions (exem alz of the Rese~ve Bark of India): Ban< of fssue, Gove. dank,

Banker's Bank, Controller of Credit through Ban« Rate. CIR, SLR, dopo Rate anc Reverse Repo

Rate, Open Market Oparations, Marg'n recuirement.,
Unit 7 Determination of Income and Employment
Aggregate demand and its components.

Propensity 1o consuns and prosensity to save {average anc marginal).
Short-run equilibrum cutsut: mvestment multiplier and its machantsm.
teaning of full employment and involuntary unemployment.
Preblems of excess demand ard deficient dermand; measures to correct them - changes in

governmen: spending, taxes and maney supply.
_Unit 8: ~ Government Budget and the Economy
Government budgat - meaning, OE]ectwes and ccmponents.
Classificaticn of receipts - revenue recelpts and capital recelpis; classificat'on of expenditi-e

revenue expenditure ant capital expenditure, ) ) )
Measures of governmert deficit - revenue ceficit, fiscz. deficit, primary deficit thelr mezning,
Unit 9:  Balance of Payments ) )
Balance of payments account - meaning anc comr sonents; balence of pevments deficit-meani~e.
Fareion exclanee rate - meanine of fixed and flexib.e rates and managed floatina,
Determinatior of exchange rate in a free market.
1. Statistics for Economics, Class XI, NCERT
2. Indian Economic Development, Class XI, NCERT
3. Introductory Micro Economics, Class XII, NCERT



4. Macro Economics, Class XII, NCERT
5, Sl.gplemental";r Reading Material in Econorrics, Class NI, CESE
Note: The above publicetions are also availabie in Himdi Medivin.

Suggested Question Paper Design
Economics (Code No. 030)
Class XII (2015-16)

March 2016 Examination

Very Short Short Long
5. Short
No
MCQ
Simple recall guestions, to know 25 25%
specific  facts, terms, concepts,
principles, or theories; identify,
define, or recite, informationy
25 25%
knowledge to new situatiors; Use 20 20%
given content to interpret a situation,
provide an example, or solve a
problem)
20 20%
10 10%
Total 100%

Note: Thee wTl he Internal Choice in qiesticns of 3 marks, 4 marks and f irarks in hotl secrions (A and B).
(Totel 3 internal chofces insection & and total 3 irter-al cheices in section T,

Economics is a Dynamic and evolutionary subject, It keep improving day by day and spreading its domain to
every aspect of life. Economics is related to each and every person irrespective of what he does or what is his
status. Rich and poor, producer and consumer, ruler and citizen, buyer and seller everyone needs economics to
do better in life and to reach equilibrium. We Economics Teachers, should feel proud that we are associated
with the subject which is most sought after course in university and students studying economics gets highest
pay packages and maximum recruitment in campus recruitments. Economics has always been considered as
Science as well as Arts. Its theories are based on empirically tested data and are applicable irrespective of time
and place.

To make it pragmatic and meaningful in changing scenario at domestic and global level, syllabus is reviewed
accordingly. There are some changes in the syllabus which is given below in tabular form along with the
impact that has to be taken up in the classroom:



Unit 2: Collection,
Organisation and
Presentation of data

Collection of data - sources
of

data - primary and
secondary; how basic data is
collected; methods of
collecting

data;

Unit 3: Statistical Tools
and Interpretation Relative
dispersion (co-efficient of
quartile-deviation, co-
efficient of mean
deviation,

co-efficient of variation)

Lorenz Curve: Meaning and
its application

Unit 2: Collection,
Organisation and
Presentation of data

Collection of data - sources

of data - primary and

Concept of Sampling has
been added this year. Type of

samples, Sampling Errors
and

non sampling errors.

secondary; how basic data is

collected, with
concepts of Sampling;
methods of collecting data;

Unit 3: Statistical Tools
and Interpretation Relative
dispersion (co-efficient of
range, co-efficient of
quartile-deviation, co-

efficient of mean
deviation, co-efficient of
variation)

Lorenz Curve: Meaning,
construction and its
application.

Part B Indian Economic Development

co-efficient of range has been
added this year and question
on same can be asked co-ef
of range= H-L

H+S

Construction of Lorenz curve
has been added and steps for
construction of Lorenz curve
may be asked

Class XI
Part B
Unit 5. Current Challenges

facing Indian Economy
(OTBA) (Page 234 of
Senior school curriculum
volume-12014-15)

(10 Marks)

Unit 6. Development
Experience of India - A
Comparison with
Neighbours

(15 Marks)

Note: The question paper
will include a Section on
Open Text Based
Assessment (OTBA) of 10
marks from unit-5 of Part-B.

Class XI

Part B

Unit 5. Current Challenges
facing Indian Economy
(Page241 of Year 2015-16
Senior School curriculum
volume -1)

(15 Marks)

Unit 6. Development
Experience ofIndia - A
Comparison with
Neighbours (OTBA) (10
marks)

Note: The question paper
will include a Section on
Open Text Based
Assessment (OTBA) of 10
marks from unit-6 of Part-B.

Weightage for the unit has
been increased to 15 marks.
The final question paper will
include questions of 15

marks from unit-5 of Part-B.
no OTBA

questions will be asked

From this unit,
in
the theory examination.

The question paper will
include a Section on Open
Text Based Assessment
(OTBA) of 10 marks from
unit-6 of Part-B. From this
unit, no other questions will
be asked in the theory
examination. The OTBA will
be asked only during the
annual examination to be
held in the March 2016.



Part C: Developing Projects in Economics

The students may be The students may be Students have to do only one
encouraged to develop encouraged to develop comprehensive project of 10

projects, as per the projects, as per the marks using multi disciplinary
suggested project suggested project approach and concepts from
guidelines. Case studies of guidelines. both parts.

a few organisations / outlets Case studies of a few
may also be encouraged. organisations / outlets may

Under this the students also be encouraged. Under
will

do two (5+5= total 10 this the students will

marks) comprehensive do only one (10 marks)
projects using concepts comprehensive project

from both part A and part B. using concepts from both
part A and part B.

Change in blueprint of Question paper

Note: There will be Internal Choice in questions of 3 marks, 4 marks and 6 marks in both sections (A and B).
(Total 3 internal choices in section A and total 3 internal choices i nsection B ). No o fquestion and marks
distribution of questions is same as last year. Total 25 questions will be asked including 2 questions from OTBA
(5 marks each).

Suggested Question Paper Design
Economics (Code No. 030)
Class XIl (2015-16)

March 2016 Examination

Very Short Lorg
5, Short Short 9
No.
Mca
Simple recall questions, to know pail 25%
specific  facts, terms, concepts,
principles, or theories; identify,
define, or recite, information}
25 25%
knowledge to new situations; Jse 20 20%
gven content to interpret a situation,
provide an example, or solve a
problem;
20 20%




Total

100%

te: There wil be Internal Choice 1+ questions ol 3 marks, 4 marks ad & nearks in bolth sections (A and B,
{Tgial 3irternal choices i~ section & &nd total 3 internal choices in sectizn B,

Unit 2: Consumer’s
Equilibrium and Demand
Demand, market demand,
determinants of demand,
demand schedule, demand
curve, movement along and
shifts in the demand curve;

Unit-3 Producer Behaviour and

Supply Production function

Cost: Short run costs - total
cost, total fixed cost, total
variable cost; Average fixed
cost, average variable cost
and marginal cost-meaning
and their relationship.

Revenue - total, average and
marginal revenue.

supply curve

Unit 7: Determination of
Income and Employment
Problems of excess demand
and deficient demand;
measures to correct them -
change in government
spending, availability of credit.

Unit 2: Consumer’s

Equilibrium and Demand
Demand, market demand,
determinants of demand,
demand schedule,
demand curve and its
slope, movement along
and shifts in the demand
curve;

Unit-3 Producer Behaviour
and Supply

Production function —

Short-Run and Long-
Run

Cost: Short run costs -
total cost, total fixed cost,
total variable cost;
Average cost; Average
fixed cost, average
variable cost and marginal
cost-meaning and their
relationships

Revenue - total, average
and marginal revenue -
meaning and their
relationships.

supply curve and its slope

Unit 7: Determination of
Income and Employment
Problems of excess
demand and deficient
demand; measures to
correct them - changes in
government spending,
taxes and money supply.

Changes in Question Paper Design

Explanation of Demand
and its slope to be given.
Rightward downward
sloping. Straight line or
rectangular hyperbola.

Long Run Explanation is

to be given

Average Cost and its
relationship with TC, MC
and AVC.

Slope of Supply curve

Change in taxes and
money supply to correct
problems of excess
demand and deficient
demand.




Application :
Very short Answer MCQ (1
Mark) — no question

Short Answer (3 Marks) —
2

questions

High Order Thinking Skills
Very short Answer MCQ (1
Mark) — 2 questions

Application
Very short Answer MCQ (1
Mark) — 3 questions

Short Answer (3 Marks) —
1

question

High Order Thinking Skills
Very short Answer MCQ (1
Mark) — 1 question

Suggested Question Paper Design Economics (Code
No. 030) Class XIl (2015-16)
March 2016 Examination
Marks: 100 Duration: 3 hrs.

1 Remembering- (Knowledge based 2 1 2 2 25
Simple recall questions, to know
specific facts, terms, concepts,
principles, or theories; identify,
define, or recite, information)

2  Understanding- (Comprehension 3 2 1 2 25 25%
to be familiar with meaning and to
understand conceptually, interpret,
compare, contrast, explain,
paraphrase, or interpret information)
3  Application- (Use abstract 3 1 2 1 20 20%
information in concrete situation, to
apply knowledge to new situations;
Usegiven content t ointerpret a
situation, provide a nexample, or
solve a problem)

4 High Order Thinking Skills- 1 1 1 2 20 20%
(Analysis & Synthesis-Classify,

compare, contrast, or differentiate

between different pieces of

information, Organize and/or

integrate unique pieces of

information from a variety of

sources)

5 Evaluation- (Appraise, judge, 1 1 1 10 10%
and/or justify the value or worth ofa
decision or outcome, ort o predict

outcomes based on values)

Total 10x1 6x3 6x4 8x6 100

=10 =18 =24 =48 (30)

100%

Note: There will be Internal Choice in questions of 3 marks, 4 marks and 6 marks in both sections (A and
B). (Total 3 internal choices in section A and total 3 internal choices in section B).



Methodology

The study uscd a detaied guestionnaire which dwelt on
teachers’ perception of the relevance of the course and
their expsctations. It was designed to understand the
scope Tor enhancing the relevarce ot the refresher cource
in terms of course design, content and mode of dzlvery.
The questionnaire was validated by experts wio correcred
the itams for appropriatenass and confirmead its suitability
for the purpose of Lhis sludy. Il was senl (o various slale
cducation departrients and organisations with a roquest
for disseminating it among the teachers teaching at higher
secondary stage. Some of the state education departments
cooperated with this venture by issuing circulars to the
schools te get the quest onnaires duly fillad by the respec-
tive teachers and also placed the questionnaires on their
websites for wider dissemination. The survey receives 158
valid respenses through e-mail and post lrom various parts
of the country.

Findings of %e stuely:

*+ Relevance of the cource/training :

Training is often seen as the solution tc all capacity prob-
lems; even though there are many situations training
alone cannet improve (UN-Habitat, 2012).This necessitates
to look into potential participants views on whether con-
ducting ot such coursa/training will erhance their existing
knowledge, =kills or attitudes

= Specifying Training Needs:

The respondents intended 1o join Lhe course Tor updal-
ina subject knowledge and as thev fel: that 't is designed
specifically for enhancing mathematical skills. Majority of
them (82.28 percent) viere of the view that the course will
enhance their ability to transact the subject in the better

manner
= Course objectives, design and content :

Needs and objeclives are prime laclors when delermin-
ing subject content [Kirkpatrick and James D. Kirkpatrick,
2009, p.7l. The course content is to be prepared to meet
the needs and achieve the objectives of the course. The
answers of the potential participants help in ascertaining
the topics to be coverad or deleted. The rescondents gen-
arally welcomed the incorporation of practical sessions and
the integrated design of the coursa. It was viewed that the
praclical sessions should cover more application based
qucstions.



The findings of the NAS seem to have reiterated the suit-
ability ot the ratresher cours= for the lectures/post gradu-
ate teachers at higher secondary stage in dealing with
problems and issues confrontirg them while transacting
econoimic theory using mathematical expiessiona. NAS was
very sffective in establishing the relevance and viability of
the proposed relvesher course, sirenglhening Lhe course
design and content and in collating the views of stake
holders with respect to the use of mathcmatical cxpres-
sions to =explain economic theories at higher secondary
stage.



Introduction

A demand curve is the graphical representation of the demand schedule for a commodity. Itis the graphic statement of
an individual buyer’s reaction on amount demanded at different price in the given point of time. A demand curve has got
a negative slope. It slopes downwards from left to right. A demand curve shows the maximum quantities per unit of time
that consumers will buy at various prices. In the words of Richard Lipsey “The curve which shows the relation between
the price of a commodity and the amount of that commodity the consumer wishes to purchase i scalled Demand
Curve. There are following factors responsible for downward sloping of a demand curve:

(1)Law of Diminishing Marginal Utility

Definition: The law of diminishing marginal utility has been given by Alfred Marshall a s “The additional utility
which a person derives from an increase of his stock of a commodity diminishes with every increase in the stock that
he or she already has.” OR

In other words, “other things remaining same when a person takes successive units ofa commodity, the marginal
utility diminishes constantly.”

In 1854, H. Gossoon explained this law after Alfred Marshall in the following words; “other things remaining same,
marginal utility becomes smaller and smaller as the more units of a commodity a person has.”

EXPLANATION OF THE LAW:
The law can be explained by the following example; Suppose that, in the month of June when it is very hot. A student comes to home
from his/her college and starts drinking water because he/she is very thirsty. First, glass of water gives him lot of satisfaction. In other words, the
first glass of water has a great utility for him/her. If he/she drinks the second glass the utility will be less than the first one. If he/she takes the third
glass then the utility will be less than the second glass and so on
The law states thata consumer derives less and less satisfaction (utility) from the every additional increase in the
consumption ofa commodity ,however, a consumer always tries to equate marginal utility with price (consumer’s
equilibrium).
When price of a commodity falls the consumer’s price-marginal utility equilibriumi s disturbed i.e. price
becomes smaller than marginal utility.

In order to be in equilibrium, the consumer will buy more of it so that the marginal utility falls with the rise in the amount
consumed. So long the price of a commodity falls, the consumer will go on buying more of the commodity so as to
reduce the marginal utility and make it equal with new price.

Thus the shape and slope of a demand curve is derived from the slope of marginal utility curve.
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(2)Income Effect

Another cause behind the operation of law of demand is income effect. As the price of a commodity falls, the consumer
can buy the same amount of the commodity at less amount of money. After buying his required quantity he is left with
some amount of money.

This constitutes his rise in his real income or purchasing power. This rise in real income is known as income effect. This
increase in real income induces the consumer to buy more of that commodity. Thus income effect is one of the reasons
why a consumer buys more at falling prices.

(3)Substitution Effect

When the price of a substitute commodity falls, it becomes relatively cheaper than other commodities. The consumer
substitutes the commodity whose price has fallen for other commodities which becomes relatively dearer.



For example with the fall in price of tea and coffee price being constant, tea will be substituted for coffee. Therefore, the
demand for tea will go up.

(4)Entry of New Consumers

When the price of a commodity falls many other consumers who were deprived of that commodity at the previous price
become able to buy it now as the price comes within their reach. For example the demand of colour TV increases
with a remarkable fall in price of it. The opposite will happen with a rise in prices.

(5)Multiple use of Commodity

There are some commodities which have multiple uses. Their uses depend upon their respective, prices. When their
prices rise they are used only for certain selected purposes. That is why their demand goes down.

For example electricity can be put to different uses like heating, lighting, cooling, cooking etc. If its price falls
people use it for other uses other than that. A rise in price of electricity will force the consumer to minimize its
use. Thus with a fall and rise in price of electricity its demand rises and falls accordingly.

For example electricity can be put to different uses like heating, lighting, cooling, cooking etc. If its price falls
people use it for other uses other than that. A rise in price of electricity will force the consumer to minimize its
use. Thus with a fall and rise in price of electricity its demand rises and falls accordingly.

Why Supply Curve has a Positive Slope?
The direct relationship between price of a commodity and its quantity supplied can be explained by the following

factors:
1. Rising Marginal Cost (MC) of Production

Frice

o o O 22 Criartity

The supply curve slopes upward, reflecting the higher price needed to cover the higher marginal cost of production.
The higher marginal cost arises because of diminishing




marginal returns to the variable factor. When the Law of diminishing marginal returns applies, a firm’s marginal cost
keeps rising. A firm will not find it profitable to increase output if it cannot , at least, cover the additional cost (i.e, MC) that
are incurred. As the price of the product rises, the firm can increase its output until the cost of producing an additional unit
(MC) rises to the level where it is first covered by the price at which that unit can be sold. In brief, because the cost of
rising output increases, as more is being produced already, higher and higher prices are needed to induce firms to make
successive increases in output. The result is a positively sloped curve, indicating that higher the price the more will be
produced.

2. Higher Prices Mean More Profits
As the price of a commodity goes up, profit margin for the producer increases. Rising profit margins work as an
incentive to produce more and offer a larger quantity for sale.

3. Incentives to other Firms
Rising prices work as an incentive not only for the existing firms to expand the level of output, but also induce
new firms to enter the industry. With the entry of new firms, commodity will be produced in a larger quantity and
hence supply increases.

A Comparative Study of Why Demand Curves are Downward Sloping and Supply Curves are Upward
Sloping (with an Example).

To consider why demand curves are downward sloping and why supply curves are upward sloping we might need
to be reminded of just who in an economic society is represented by the demand and supply curves themselves.
Demand curves are intended to represent the consumption preferences of households a n dindividuals for
finished goods. Supply curves are intended to represent the production preferences of firms. We also need to
recall why households consume: to receive some level of satisfaction - which economists refer to as utility. And
firms produce to receive their unique form of satisfaction: profit - which depends on output prices and input costs.

Demand Curves are Downward Sloping

First, what does it mean to us in terms of prices and quantities for a demand curve to have a negative, or
downward, slope? It means that as prices rise, quantity demanded falls and as prices fall, quantity demanded rises
— the movement of the two variables is negatively correlated. That makes intuitive sense to most of us. We might
even think of this in terms of scarcity, if there’s just one unit of a good, if it's unique, we’re likely willing to pay
more for it than if it's ubiquitous, in which case we don’t hold it in as high esteem or attribute to it as high a level of
value or price.

Beyond this, in order to explain why demand curves are downward sloping we need to think about what drives demand
for a product. There are numerous determinants of demand of course, but in short, we demand a good or service
because we gain some amount of utility through its consumption and we’re typically willing to pay more for something
that gives us a high amount of utility and less for something that gives us a lower amount of utility. So think about the
amount of utility we gain from consuming one more unit of a good — the marginal utility; is it more or less than the
utility we gained from consuming the prior unit. In general, it's less.

Think about buying and eating a sandwich when you're REALLY hungry. You expect to receive a high amount of utility
from that sandwich, but the next sandwich you eat, though it may be the exact same type of sandwich, gives less
utility; in part because the first sandwich already went a long way towards satisfying your hunger. So if you've just
come in from a long day’s labor without having eaten, maybe you’d pay Rs.10 for the first sandwich — it's a lot, but
without it you're about to starve. You might even be willing to pay a lot for the second sandwich, let's say Rs.8.00, but
the third sandwich is likely to be a different story. By now you're largely satisfied and you may only be prepared to
pay Rs.6.00 for the third sandwich and even less, maybe Rs.4 for a fourth sandwich, and so on. We can even suppose
that at a certain level of consumption, say the sixth sandwich, you wouldn’t pay anything. And at the seventh sandwich
someone would have to pay you Rs.2 to get you to eat it! It can be explained with this help follow by table | and
diagram:

Table - |
QUANTITY of Sandwich PRICE
1 10
2 8
3 6
4 4
5 2
6 0

What we've just described is the law of Diminishing Marginal Utility, virtually synonymous with the law of



diminishing marginal returns and similar to the law of diminishing marginal productivity. We also just defined a table
suggesting what you might pay for various quantities of a Good and that table can be used to form the demand curve
for the good.

So, in this formation we see why the demand curve for an income-normal Good, like a sandwich, would be expected
to be downward sloping. It’s all about diminishing marginal utility and our willingness to pay for that utility. Obviously,
we’re not offering a rigorous mathematical proof here; we’re just discussing this in very simplistic terms.

What does it mean for a curve to be upward sloping or to have a positive slope? It means that as the price rises, the
quantity also rises, and vice versa. We might think of this in terms of motivation: if you want someone to put in the
extra effort required to produce more goods, you might need to pay them more per unit. That's pretty simplistic and
doesn’t really get atthe underlying issue of the firm seeking greater utility, or profit, but it's not altogether irrelevant.
We need to return to the law of diminishing marginal returns or in this particular case, the law of diminishing marginal
productivity. This law suggests that as we employ more units ofany particular factor (input) o f production, the
productivity of that factor declines. The example of a very small sandwich shop in which the owner, sandwich maker,
order taker, server and cashier — all are one /same ,is undertaken. In this setofroles he / she might be able to
produce 15 sandwiches an hour. If an employee is added for assistance, and that person only makes sandwiches,
then it can be assumed / we can suppose the person’s productivity should be greater than the owner — maybe they
can make 20 sandwiches per hour — but this presumes that the size of the sandwich shop can accommodate another
worker, which is to say, that before adding the worker owner was underutilizing the capital investment represented by
the sandwich shop itself.

So, as a business owner, | like the added production. If | pay the worker the same wage | pay myself, say Rs.10 per
hour, then the per unit wage cost just went down from Rs.0.66 per sandwich (Rs.10/15 sandwiches)t o0 Rs.57
[(Rs.10

+Rs.10)/(15 + 20 sandwiches)]. If | then add another worker expecting that I'd see a similar increase in productivity
(and decrease in per unit cost), | might be surprised. Remember that it was a very small sandwich shop, in fact it's
really just big enough to accommodate 2 workers without getting into each other’s way, but it was not known before
that until | add that additional worker. So | add  the 3™ worker and find that this person only contributes another 15
sandwiches per hour, and | add yet another and find that the 4™ worker only adds another 10 sandwiches per and
the 5™ worker actually decreases overall production by 5

sandwiches per hour.

What is projected here is a demand curve is created for labor as an input to production, but that is also shown that as
the quantity of output rises, the cost of producing the good also rises; once we’re fully utilized our capital as shown in
following Table - 2.

Table - 2
WAGE LABOUR QUANTITY COST/UNIT
10 1 15 .67
10 2 35 .57
10 3 50 .60
10 4 60 .67
10 5 55 91

So unless the producer is prepared to accept less profit per unit, which would be the result of increasing input costs
with a stable price per unit for the finished good, then price will have to rise. In this case, itis seen that the cost of
producing a sandwich begins to increase from Rs.0.57 to Rs.0.91 and we can suppose that the cost of other inputs to
production might also rise such that a producer might have to consider the following Table - 3 for prices and quantities
of sandwich production:

QUANTITY of PRICE of
Sandwich Sandwich
10 3
20 4
30 5
40 6
50 7
60 8
70 9
80 10
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This is why supply curves must be upward sloping.
If we now try to put this market together in one graph so that we can see both supply and demand, we’d first have to
aggregate the quantity and price preferences of the lone consumer in the demand discussion, so that it approximately
states the demand for an entire market. It can be done by forming a new table showing both Quantity Demanded
and Quantity Supplied aside given price levels in following:
Table - 4
PRICE | QUANTITY | QUANTITY
DEMANDED | SUPPLIED

3 80 10

4 70 20

5 60 30

6 50 40

7 40 50

8 30 60

9 20 70

10 10 80

Mathematically PUL: if demand function is
Qd = a-bP

And supply function is Qs = c + dP
Then, equilibrium is where: Qd=Qs Ya-bP=c+
dP
Ja-c=P(d+b) J P=(a-c)/(b +d If demand
function is

Qd = a-bP
And supply function is Qs = c + dP
Then, equilibrium is where: Qd=Qs Ya-bP=c+

dP
Y a-c=P(d+b) J P=(a-c)/(b +d Sample
question

Explain the theory of Consumer’s Equilibrium with the help of an example other than
covered above.

INTRODUCTION

By “Returns to Scale” it is meant that behaviour of production or returns when all productive factors are increased or



decreased simultaneously and in the same ratio. When all inputs are changed in the same proportion, we call this as a
change in scale of production. The way total output changes due to change inthe scale ofproduction is known as
Returns t o Scale. Thus, whereasin the short-run change in output is associated witht h e change in factor
proportions, and change in output in the long-run is associated with change in the scale o fproduction. Thus
Returns to Scale is the long-run concept.

A layman would perhaps expect that with doubling of all productive factors, the output will also double and with trebling
of factors of production, production would also be trebled, and so on. But actually this is not so. In other words, when all
inputs are increased in the same proportion, the total product may increase atanincreasing rate, constant rate or
diminishing rate. Accordingly the Returns to Scale could be ‘increasing, ‘constant’, or ‘decreasing’.

LAW OF RETURNS TO SCALE

Definition

The law of returns to scale describes the relationship between outputs and the scale of inputs in the long-run when all the
inputs are increased in the same proportion. According to the Roger Miller, the law ofreturns to scale refers “to the
relationship between the changes in output and proportionate change in all factors of production”. The firm increases its

scale of production by using more space, more machines and labourers (as a input) in the factory, to meet a long-run
change in demand.

Returns to scale explains the behavior o f output when all the factor inputs are changedin the same proportion.
Alternatively Returns to scale refers to the increase in output when all the factor inputs are increased in the same
proportion. In this way the returns to scale may be increasing

2. A worker works with given tools and implements.
3. Technological changes are absent.

4. There is perfect competition.
1. All factors (inputs) are variable but enterprise is fixed.
5. The product is measured in quantities.
The law of returns to scale describes the relationship between outputs and the scale of inputs in the long-run when all the
inputs are increased in the same proportion. According to the Roger Miller, the law ofreturns to scale refers “to the
relationship between the changes in output and proportionate change in all factors of production”. The firm increases its
scale of production by using more space, more machines and labourers (as a input) in the factory, to meet a long-run
change in demand.

Returns to scale explains the behavior o f output when all the factor inputs are changedin th e same proportion.
Alternatively Returns to scale refers to the increase in output when all the factor inputs are increased in the same
proportion. In this way the returns to scale may be increasing

5. A worker works with given tools and implements.
6. Technological changes are absent.

7. There is perfect competition.
1. All factors (inputs) are variable but enterprise is fixed.
5. The product is measured in quantities.

Three Different Cases

1. Increasing Returns to Scale
2. Constant Returns to Scale an

3. Decreasing Returns to Scale.
Increasing Returns To Scale:

This situation occurs if a percentage increases in all inputs results in a greater percentage change in output. For e.g. a
10 % increase in all inputs causes a 20% increase in output.

By increasing its scale, the firm may be able to use new production methods that were not feasible at the smaller scale.
For instance, the firm may utilize sophisticated, highly efficient, large-scale factories. It also may find it advantageous to
exploit specialization of labour at the large scale. This is shown in the following example.

Inputs (Units) Output (Units)
2 capital + 2 200
Labour

4 Capital + 4 Labour 500



The table shows that the input is increasing by 100%, on the other hand the output is increased by 150%. This shows
the increasing returns to scale. As changes in the output is more than the change in input.

Causes of Increasing Returns to Scale
¢ Indivisibilities: According to economist like Kaldor, learner, knight and Joan Robinson, an important cause
of indivisibility. Indivisibility means that certain factors are available only in some minimum sizes. Certain
inputs particularly machinery, management efc. are available in large and lumpy units. Such inputs cannot
be divided into small sizes to suit the small scale of production. For e.g. there cannot be half a machine, half
a computer or half a manager. Such inputs have to be employed even if the scale of production is small.
Therefore, as the

scale of production increases, these indivisible factors are utilized better and more efficiently. Thisleads to
increasing returns to scale.

2 Greater Specialization: As the scale of production increases, the efficiency of labour increases due to
division oflabour and specialization of labour. Similarly, when the scale o f production increases, it becomes
possible to use specialised machines and the services of specialized and expert management.

This results in productivity of inputs leading to increasing returns to scale. According to Prof. Chamberlin , Returns to
Scale in the initial stages increases due to the fact that the firm canintroduce the specialization o flabour and
machinery.

Constant Returns to Scale

Constant Returns to Scale: It occurs if a given percentage change in all inputs results in an equal percentage in output.
Forinstance, if all inputs are doubled, output also doubles; a 10% increase in inputs would imply a 10% increase in
output; and so on. Under constant returns, the firm’s input are equally productive whether smaller or larger levels of
output are produced.

A common example of constant returns to scale occurs when a firm can easily replicate its production process.

For, instance a manufacturer of electrical company finds that it can double its output by replicating its current plant and
labour force, that is, by building an identical plant beside the old one.

Similarly, chain of drycleaners can increase its volume of service by increasing its number of outlets (with designated
number of workers per outlets). So long as all necessary inputs are readily available, the firm can increase in proper
proportion to inputs via replication, and constant returns to scale will hold. This can be explained in the following
example.

Inputs (Units) Output
(Units)
2 capital + 2 Labour 200
4 Capital + 4 Labour 400

The above example shows that as the inputs (i.e. labour and capital) are increased to 100%, output also increased to
100%.

Causes of Constant Returns to Scale

e Limits of Economies of scale: Increasing returns to Scale cannot go on indefinitely. There is a limit to
these economies of scale when the economies of scale are exhausted and diseconomies are yet to start,
there may be a brief phase of constant returns to scale.

e Economies of Scale: It refers to the situation where increases in the scale of production give rise to certain
benefits to the producers.

e Divisibility of Inputs: Constant returns to scale may occur in certain productive activities where the factors
of production are perfectly divisible. For example, we may double the output by setting u p two plants
(factories) which use the same quantity and the same type of workers, machinery, raw materials and other
inputs.

Decreasing Returns to Scale:

It occurs if a given percentage increase in all inputs results in a smaller percentage increase in output. The most
common explanation for decreasing Returns involves organization factors in very large firms. As the scale of firms



increases, the difficulties in Coordinating and monitoring the many management functions. Coordinating production and
distribution of 12 products manufactured in four separate plants typically means incurring additional costs tor
management and information systems that would be unnecessary in a firm one-quarter size. As a result, proportional
increases in output require more than proportional increases in inputs. The following example will explain decreasing
returns to scale.

Inputs (Units) Output
(Units)
2 capital + 2 Labour 200
4 capital + 4 Labour 300

The above shows, thatinputs ate increases to 100% but the increase output is 50%, which shows that there is
decreasing returns to scale.

Causes of Decreasing Returns to Scale
1. Complexity of Management

Increase in the scale of production on beyond a point may create the problem of proper management, leading to
a decrease in managerial efficiency. Large scale

of production creates the problem of lack of proper, larger bureaucracy, red tapism, lengthy Chain of Communication
and command between the top management and men on the production line. As a consequence of all these, the
overall efficiency of management decreases.

2. Entrepreneur is a Fixed Factor

According to some economist decreasing returns to scale arise because entrepreneur is a fixed and indivisible factor.
Anincrease in scale may come to a point where the abilities and Skills of the entrepreneur may be fully utilised. An
increase in the scale beyond this point may decrease the efficiency of the entrepreneur. This gives rise to diseconomies
of scale.

3. Exhaustibility of Natural Resources

Another factor responsible for the diminishing returns in some activities is the limitation of natural sources. For
example, if we double the fishing fleet, the number of fish Catch will not double because the availability of fish may
decrease when fishing is carried out on an increasing scale.

Abstract

MDQs are newly introduced in CBSE - Xll syllabus since 2014-15 session. MDQs are Interdisciplinary
questions and are very important in a subject like Economics - which is actually a study of mankind in the
ordinary business of life.

Multidiscipline means Economics is related to other subjects of social science. whereas, Interdisciplinary
questions includes questions which can be answered both from Micro concepts and Macro concepts. The
current design of question paper for CBSE (2015-16) shows that, 20% questions will be based on HOTS and
25% questions will be based on application. and 10% questions will be based on Evaluation. (i.e. 50% of the
questions will be skill based) For example, a question like:-

“Saving is a boon or bane” - Comment.

- This is a Interdisciplinary question as while answering this question both micro and macro concept will be
used.

Multidisciplinary questions deals with comprehension of abstraction information in concrete real life
situation and finally interpret the result. The idea behind introducing this unit is to enable students to develop
the ways and means by which the current cultural/ economic / geographical problems can be analysed using
their concepts on simple economic theories [viz. Investment Multiplier, Law of Demand eftc.]

For Example the 2014-15 CBSE question asking the impact of “Jan-Dhan Yojana” as introduced by PM Modi,
on the National Income - is a multidisciplinary question.

Introduction of MultiDisciplinary Questions in Economics at Class Xll Level We all
know that today the subject economics is evolving very fast so the teachers
teaching have to keep in pace with the rapid changes. As life-long learners, we have
to constantly upgrade and hone our teaching-learning skills so as to keep our best



foot forward. CBSE as its latest innovative practice in 2015 has introduced the
MultiDisciplinary Questions in Economics, which call curriculum programme for the
teacher.

Keeping abreast with the latest innovative initiatives in the field of examination and evaluation, the strong emphasis on
the revised Bloom’s Taxonomy while framing questions has to be taken cognizance of weightage on Remembering
and understanding questions has been reduced from 30% and 50% to 25% each. Weightage on application based
questions remains at 20%. HOTS questions have a

weightage of 20%. Latest addition to the typology of questions are MDQs with a weightage of 10%.

In a nutshell, 50% of the question paper will not be based on challenging questions which would be thought provoking
and notbased on note memory.So as effective teachers we have to accept all challenges involved and equip and
facilitate our students to think for themselves. Best teachers in fact are those who help the students-

e to better understand,
e to become familiar with words that require HOTS
e to achieve better.

| fHOTS questions involve the learning o fcomplex judgmental skills which are logical, reflective and creative,
‘MultiDisciplinary Questions (MDQs) link some aspect of one unit of the syllabus to some aspect of the other unit/units
of the syllabus. Such linkages are required to develop wider perspective of Economics.

Thus the students are to be well versed with all the 9 units of the syllabus to understand the linkages. Some are
the days of selective study and questions based on note memory. So arise, awake and crack them!
Start with the following steps-
1. Introduction of MDQs
2. Presentation of MDQs
3. Group work on the construction of MDQs. Each group of 5-6 students will be given a newspaper clipping ( Refer
the Exemplar Cuttings in the following pages) and asked to frame 3 MDQs on it having
¢ 1 Question of 3 marks (SA)
¢ 1 Question of 6 marks (LA)
Total weightage of the three questions to be 10 marks.
This exercise will expose them to the framing of MDQs and give them a hands-on experience with the MDQs.
Why MDQs are introduced in the Syllabus?
The objective of introducing MDQs in the current changed syllabus of CBSE - Economics isto enable the students to
apply their knowledge in predicting the economic problems.

The Problems faced by the Teacher : Teachers fail to understand the philosophy behind the introduction of
MDQs in the syllabus where there is already almost 45% weightage is given to Application based questions and
HOTS question.

So, now the teachers have to be properly trained to handle such MDQs. Orientation of the students are required to
enable them to appraise, judge and justify the given abstract (economic/non-economic) situation and provide an
economic solution for it.

Sample Clip
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opics in Economics keeping in

mind the concept of MDQs. Encourage students to reflect and discuss to arrive at certain
conclusions. Teacher has to act as a facilitator.

[* Keep discussing such issues and concern in classroom to make t h e students
develop analytical ability which is at the core of this subject]

3. Which central problem of an economy is directly affected when government, throughi t s budget,

MULTI - DISCIPLINARY QUESTIONS (MDQ)

. Which central problem of an economy is directly affected when government through its budget takes steps to

reduce inequality in income? Explain

Examine the effect of large scale inflow of foreign capital on (i) PPC (ii) GDP

tries to

influence allocation of resources?

If the budgetary policy of the government shows a big shift from indirect taxation to direct taxation analyse the
impact of this government’s move upon the central problem of ‘For Whom'.

If a leading MNC intends huge FDI in the Indian economy. How will this affect (i) the growth of GDP o f India
(i) PPC

Explain with the help of utility analysis, that a consumer will like to buy more of the good on which government
has imposed ‘maximum price ceiling’?

7(a). Show with the help of utility analysis, that a buyer of a good service will like to buy less of that good service on
which government has put ‘minimum price ceiling.

7(b). Suppose price elasticity of demand varies between zero and infinity, as price changes. In which type of market it is
likely to happen. Explain

8.

10.

1.
12.
13.

On account ofa fall in the price of crude oilin the international market, price of diesel has fallen in the
domestic market. What kind of change in terms of the budget line of :- given consumer will take place, who
spends his entire income on goods X and Y, of which X is diesel ? Explain.

Government of India has opened the domestic auto sector to the foreign investors. Analyse the changes in the
market structure in the domestic auto market.

If the personal income rises due to the transfers from the government. Does it imply that the Household’s
should lower the consumption of inferior good?

RBI raises SLR. Explain its impact on national income.
What will be the impact of a cut in the repo rate from 8% to 7.75% upon the automobile market in India?
Prime — Minister’s Jan Dhan Yojana has found massive response in India. Analyse its impact on the credit



creation capacity of the commercial banks.
14. What is the effect of an improvement in the ‘balance of trade’ upon GDP? Explain.

15. Explain the impact of devaluation of domestic currency on country’s national income.
16. Ifthe cash subsidy on domestic LPG is withdrawn, how it will impact the welfare level of the poor masses?

17. What will be the impact of recently launched ‘Clean India Mission’ (Swachh Bharat Abhiyan) on the PPC of the
economy and Why?

18. Government of India has recently launched ‘Jan-Dhan Yojana’ aimed at every household in the country to have
at least one bank account. Explain how deposits made under the plan are going to affect National Income of
the country.

19. What s likely to be the impact of “Make in India appeal to the foreign investors by the Prime Minister of India,
on the PPF of India? Explain.

20. Other things remaining the same, when in a country the price of foreign currency rises, National Income is:
(a)Likely to rise
(b)Likely to fall
(c)Likely to rise and fall both(d)Not affected

Value-Based Questions (VBQ)

1Resources in a country are more efficient in the production of tanks, as compared to wheat. In the situation of natural
calamities like floods or famines, what should be produced more?

2An economy is operating on PPC. Is there any method to increase the agricultural production asthe land is fully
utilized?

3Government of a state intends to start a chemical industry in a rural area. The new factory would run through the wet
lands bordering a local river, where a wide range of creatures live. Environmentalists are against the project. What
will be the opportunity cost of this project? Which moral value is violated here?

4\What awareness should be brought in the society to reduce their demand for petrol and conserve this useful source
of energy?

5'Arise in the BPO services in the economy can be a good source of supply of foreign currency’. Justify

6. An individual started his own business and started earning Rs 2 lakh per month. He worked 7 days a week for
12 hours a day. What will be the real cost incurred in the business?

7. What is the moral responsibility of the seller while serving the society?

8. How does price discrimination under monopoly be of any help to the society?

9 By providing services like street lighting, maintenance of law and order ....etc., which value is observed in the

government’s attitude towards the public and why?
10. Explain the contribution of happy families towards GDP, as an indicator of welfare?
11. ‘Introduction of ATM outlets has brought about — wasteful expenditure’ Justify / Refute.

12. Indian economy is in the grip of rising prices, which in turn is affecting the poor adversely. Suggest two
measures to promote social welfare.

13. Due to a consistent rise in the price of essential commaodities like onions and potatoes, explain the role of the
government in this context to reach the poor?

14. Abig rise in the FER adversely affects the imports in the country. How can this rise be managed and by whom
in the interest of social welfare?



USE OF NEWSPAPER /
MAGAZINE CUTTINGS FOR CLASS ROOM
INTERACTIONS

*Similar exercise of collecting relevant Resource Material should be taken up by every
teacher and be discussed/debated in the classroom to bring the subject closer to the

happenings in the Economy at domestic and at global level and provide them a broad
horizon.
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