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AMRTS, - ( L  /K) AMRTS, 
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L/K 

AMRTS, L/K A(L/K) MR TS 

6.2.7 d; (Economic Regions of Production) 

rn R9*3 m: W-m d m  ZWXTT FFRT (convex) b m %  I m 
d 3il 6Ff (slope) 2PllTT (negative) 8TIT 8 I '$ThT 3 F i V  E h T  d Wf85 39T5 
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b 6.5 4 ?W$ (Ridptines) OC WIT OL Xf%i ~ G R l l @  CFl lFT & ?W$ 
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Capital M R 

Labour I 

) FFFlTTT 3TTTi7 Td'T : 5 l V T  (Homogenous Production Function: 
First Degree) 

a m  df2 1 3?qTZ TZFT * m ?dh (linear) rmma m m h3 $ R.rr 
s r P a m T ; r m m m P R . ~ 3 1 m \ ~ d % B P f Z & h ~ m m ~ m  
\ ; ~ p ; f ~ m X & m O R . & a ~ ; f q m % l m m d J h i ~  
&j:f??ymwmmmHX~wmViT;T;TmfikJ;t: 

f (Ax, hy) = A (Ax)a (hy)Id = Aha xa hldyl-a 

= hx hl-x [Axx yl-x] = hAx" yl-x = hf (x, y) = hq 
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(scale line) m W (expansion path) JiT ;Tm f&lT W I 

) TETK VZFT & FW-WT (Non-Homogeneous Production Func- 
tion and Scal Line) 
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7.1 !RdVFT 

7.2 ~ 5 l T * f i  

7.2.1 f@R 5PT8 

7.2.2 d 

7.2.3 WIT 

7.2.4 dhii7 k 7  rn 
7.2.5 \3ftKir WIT 

7.2.6 \3ftKir?jfTWIT 

7.2.7 $hilTr FiTW 

7.3 * q m r n r n d * * v  
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r n ~ m + * % % ~ m ~ * h ~ & % : T ~ ( ~ ) T ~ ~ q  

(L) 1 m E f m i f . ~ 9 R - ; r & & w i f & T $ l & s r s r r ~ ~ . r f t m f t r n s m  
& ~ W # % I ~ T ~ M ~ F F ~ ~ ~ A - A ~ % & ~ ~ S C R ; ; ~ T *  
3 m ; F j w * ~ 1 ~ & & t i ~ V T m i m * ~ ~ ~ m u ~  
* m l ~ & ~ m & ~ 8 * m r n % l * R w J T m T i t r n ~  
m*8~mmmm%1mm~*8RwmGd%1 
m : m E f & ~ ~ m ~ X l e m E f ~ o ~ $ l & s r s r r r n d T r n & $ ~ ~  
q$l m f%Wll (rental value) 2, $ f%R m: FC = YKo (7.1) 
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- l @ T & r n %  1 ~ ~ ~ * ~ * , ~ ~ ? ~ a ~ ~ ? m % , ~ m j ;  
* r n & m m - ~ ~ m ~ l c h r r l l m ~ w * ? ~ m 2 I  
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i ? M b , M m * * ~ ~ ~ M % ~ m ~ m ; f . @ m i f t n *  
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% I @ if, *-*-- (point of infexion) & m *, w ; ~ m ~ r :  im; 
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~ f ; l s T 7 . 4 f f A F C m ~ Z d I & m d ~ ' J r m R r s & m '  
(Rectangular Hyperbola) TZ3 W d l %  I 

a m i M f f 3 ~ m i r m m ; T f t ~ ~ & ~ m m m ~ 1 ~  
~ ~ r n m & ~ i m h M ~ m r ~ ~ ~ ~ m r n ~ ~ w v f h - m  

(infinity) w 3 I R9m w w w h G w 8 I 
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~ 7 4 ~ ~ h f c e n m m R t i r m T r n % l w m 3 ; m ~ 3 i m w  
~ ~ ~ ~ w ~ ; ~ ~ i ~ ~ m % j h ~ ~ m 3 ; r n m % l  
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~ F T ~ V C W ~ $  1 ~ t r f f ~ ,  Q,WAVCMQ,/OQ, 1 

m 8 Q2 g W  Q3 rn AVC w NQ,/OQ, T+ll PQ,/OQ, I AVC & 
* d f  F + ? b 7 . 5 j : ~ C . m ; r i f ~ ~ ~ i i r & % l  
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AVC 
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dl7 (Discrete) & rf Srm b I * m 'fvm rn & f%@ 
m 8V%i ?m cih%m rn d 'tit d rf (infinitesimal) 
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(differential calculus) 8 mr?r % irfia M 8  & 8 6% 
?TPl3 Tm 9m ATCIAQ ?m ?fkr p (limiting value) 3 I 

m: m ;rmn? & h TC & (partial derivative) th3 MC 
W & % I  
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(AR = MR) 

X 
Output 





m ~ m ~ X f % ~ m ; f d t m m & m r r ; i h w 3 % 1 ~ m 3  
~ r n - m o f t w - m h l * r n E f , * r n f f ~ ~ *  
.iiPa OM, OP, m ifff (h 8.6) I * * d d & l?Q 
~ J r m s m ~ ~ w 3 h r ~ ~ r n ~ c & f m r ; r ~ f r ~ ~ d  
% t m r n a m * 1  

SMC M% 







dhk~ NII'T~ (MC) : up&i-Rm&&mm&ml 

?hh m (MR) : qmM&hitm-m-l 

a'FmiF3 : %mmmitmuprnm+m?;7ftm 
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AC. I MC. Price 

SRAC 

I 0 X Quantity 
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R;jr 9.3 3 fi-m AR, TR+rra CWPT-MR, dFiWEQj dkIV FiTW SRAC TfQ 

z w m & m ~ m S R M C m ~ ~ %  l&~rnigm&d=h?d,\sT&. 
M R = s R M c T f Q ~ m r n m * ; R i T * & $ , * $ & % l  m:* 
~ m ~ & & ~ v F ? ~ o x m m ~ * l v m *  
~ 3 0 ~ ~ r n h ~ l r n i t : f S i ~ r ~ ~ ~ ~ ~ * ~ W & ; l f t ,  
0p>sRAc1 m : v ; E F * w * g ; r m ; r m & % l s R m ~ m m  
~ ~ T ~ ~ - ~ * ~ & * C W P T ~ * * * M I I ~ * ~ ~ . T F ; F R ~ ~ R  

W f o o * i r m a i r T A . $ * d + * m m & h l ~  
~ ~ > ~ c m : m * * m S f & @ 1 3 ~ m a & * * i r W 1 m : m m {  
& % f S i ~ o x m ~ ~ ~ c ~ ~ f % f & ~ ~ ; ~ r s ~ m T A . % ~  

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





AC, MC. I Price 

0 X Quantity 





I 
em 9.s 

AC, MC MR. AR 

Quantity 



m 3 q m R w ~ ~ ~ 3 q 9 m 8 ~ ~ % 1 ~ m 3 ~  
T A s a ~ ~ r i . d z f t d ~ ~ ~ ~ 3 & ~ d m 3 f f t m 3 V P i h i l T  
i & m & , 3 , ~ 3 i m r n a r % 1 w b m a 4 & a p n . m i ~ i n ~ f t i ~  
FFT rn &IT d 8 m w rn h rn (Deadweight loss) rn ;rm fh~ 
d t :  

9.6 

AC, MC,lAR, MR 

I I 

Q, Q, Quantity 



9.7.1 $hTT f;FZm & df?Z m W (Degree) 





~ ~ a ; E f t ~ m d ~ ~ ~ ; ~ m n ; ~ m J j T ~ q f i o T  
m&m4hmm~m~m&mm~p;SarW1 i ; t~~d  
r n b 9 . 7 m m * % l v ; E f i f t ~ i , ~ , B J f h \ ~ m a ~ ~  
W - W i  E V T :  AR,, ARB am MR, MR, 2 I D q: AR, 
A R B i r n & ? i T q h 8 ~ l ? & ~ v ; E f i f t ~ ? b R r ~ ~ ~ ~ ~  
& , m A i l ~ & a i r q h M ~ I & ~ m ~ c X i  





v f r " q m m # ~ X k r ; A s m m & m c m m R ~ ~ h ~ * ~  
~ ~ - ~ - T T ~ ~ ~ ~ X I S P ; R ~ ~ ~ \ H ~ T T ~ ~ ~ ~ ~ ~ R T  
G?fT b I m rn * m ~ ~ I r a  (capacity constrained) rn ;rm 

f f i ~ \ 3 ~ ~ ~ ~ a f i d a - ~ i t ~ a M % l ~ ~ *  
da3mn;lmEih**$*kd*mm:m*3m;Rqm 



9.8.3 8 &'6 (Mark Up Pricing) 

? r ; - S m ~ T r n s r r m % B m + m ~ ; f ~ ~ m ~ m ~ ~ ~  

m z f t c r a R d m ; r f t m + ~ ~ q i h d k f V Q m s r d h ~ % ~ h  
m-jmT (average cost plus) \Hmmr W % I 

@ 2 d  1 P=AVC{e/e-1 ) 1 a e>l $ W ele- 1 l+k rn d % k>O I 

Jm: * P=AVC{e/(e-1)) I % kAVC m 8 I dk d AVC 3;1 

20 5 6 3 2 ~  m & 8 $ AVC I W: e/e-1=1.20 I ?p c2n q e e rn 
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m & f f S J * * d ; r ~ @ m h f t h ( p r i c e m a k e r ) 3 m % , b  
h m y p F h 8 s i h W M r n - 3 ; ~ & e R ; a r ; r 8 , a m ; r 8  
e d @ FS 3 * (pricetaker) 3 %, jh h d 8 
norrRa;rffm*l--*em*9@*M& 
m w & % s i h ; r r ~ * & * % l ~ ~ d d  
~ ~ r n ~ % T ; f f t i ; T m ~ - m ~ d T W ; T r n ; T q ~ m ~ m n ; r ~ ~  

~ + ~ w d m ~ f M f k r m m o f t r n ~ ~ m ~ % ~  





3mnm*m1- o f f 8 r n % - * W 4 ~ & i r n j * $ ~  

;r SiR oft $ V6I $ I 3 & irnj if r n ~ q  $ -rrmJR, chmlrqchal T FR 
~ ~ * ~ ~ $ ~ % l ~ * i f m , ~ , W , ~ ~ ~ m  

~ ~ * o f t ~ - ~ V 6 I % l * m m i i ; d - m , R ; m ~ ,  
h - a m m r l r n & 3 ~ & & @ q l o f t ~ ~ m ~ m $ m % ~  

!d?tdfk % h & d & 3h ?T-* ~d (non-price 
competition) air mpm F? wm h I wf ;ri #tm rn a? if m m  
r n ~ ~ % d k ~ ~ # t m ~ m i m j ~ ~ m ~ 3 W t i r m ~ 1 ( m ~  
& & ~ ~ O f t r n ~ ~ % ~ u p V i r f d r n & ~ ~ & f ? q ~  
~ m m * ~ a ~ a ? V i r f \ - j m ; R ~ ~ f . a - ~ X l w  

~ - T o r ; R f a M l * , m E f m & m 3 ; t s r a S i r ~ * ~ m ; r r  
m % l m , m E f \ - j m ; R M ~ m m s r d h m * ~ d w m  
~ ~ h 1 ~ m ~ 3 d S P [ ; f f ~ - m r n ; A ~ ~ % ~ ~ h m  
~ J f T 3 5 f ~ - ~ d f t w S h T m 3 i ~ r m m ~ X l  



'I) m rn 

) ~ - t f t d J l t ~ r n r n M % l  

'I) ~ ~ * d ~ r m m % l  

8) ~ - t f t d J l t ~ C F I T C T M % l  



m r n d m * - m r n & d M % , ~ M a p  
3 q m ~  ZIT (slope) rn M % I q m ~  m m WE ZRT ad-fS?h & 
~ & * ' ~ ' ~ ~ ' r n ' & T r n r % l ~ r n ~ f f ~ t % ~ ~ $  

dtpf**-&M-*3mMdm%l 



AC,MC,AR, MR b 1 0 . 2 ~ )  AC. AVC,MC, AR. MR f%?T 10.2@) 
I I 

SMC 

SMR, SAR, SMR, 

m m d J m ; R ~ m a i t ~ i m r m i i R ~ ~ t m 4 ; r r q d %  
a e l r m ~ ~ ~ ~ m M ~ r n v w R ~ w f % d ~ h m k  
(AR) wmi63'% AVC ?? rn 7% m wr * wr 32t wsf msu & I 9 f t  



m < ~ v c & ~ m $ q $ w f d - + m & h m * ~  
m f & ~  10.2 (J;) & @ S d (shut down point) q -8 I 

m S f m r m m o ~ m ~ m & 8 c $ t f t $  ( ~ m ? , @ m m m  
t 
I 

MC mi WIR mi $l & pd ;fim & $ I) F@FIT-RR 697 (stable) 
~ ~ o Q * ~ M w ~ W ~ W * * $ & $ I ~ V ; E ~  

1 o ~ * ~ m $ - 9 f t m A R k m m g m d ~ m * m $ l s ~  
r f t w B R i ~ ~ > ~ c  I m:wf$ltTmrmdmmfhm%~$tm~~~~,  

, ~ m ~ $ 1 ~ ~ f i ~ $ , $ ~ ~ m 3 d ~ ~ $ m - ~ r m r ; s  
r n ~ * O f t * ~ r n % l ~ f i ~ ~ k X f i f j ~ s m ; R ~ W  
r f t ~ . r f t r n ~ $ ~ ~ * ~ d & ~ * ' . ~ m * r n ~ p p f  
~ & ~ & q m f h ~ 3 ~ w f ~ h M ~ ~ ~ r ~ ; f o r ~ ~ t f l ~ ~ ~  
?widt 3- 

ii) AR=AC, d $7 T;TPT $; TPIT 

LMC 
A 
P 

I 

LMR 

LAC 

b 103: T F ~ ~ ~ T ~ F @ T T ~ ~ F ~ T %  1 ~ ~ W T 6 % ~ ~ ~  
OQ, (MRuh.r?T8$- M C = M R ) ~ T F ~ ~ A R ~ ~ ~ ~  
r n - m i ~ ~ c t m f - m m i ( % ~ ~ :  O Q ~ ~ T ~ F @ T T ~ W ~ ~ @  
o ~ ~ ~ ~ ~ r m - m t ~ ~ ~ r m o ~ ~ w ~ ~  
~ m & r n % l m : T F f ~ e M , m m @ ~ m  
? ~ P , t ~ f t m ~ % 1 1 : m 3 i ~ r m m f t m % J h T J d h * d ? ~  
~ i E ~ % ~ ~ ~ r n f i g R i l % , m ~ ~ ~ e R n ~ ~ ~ ~ , f t P r ; *  
w ~ m ~ m * m m ~ m m e m * p ~ r ; r f f ~  
m 1 



*Sf?=f2 

1) u;Ef * $%-mi & (horizontal) $bh T & *? 
m-I 

ii) P=SAC, 

iii) MR mi SMC d ~62,  ST^ 

iv) MR mi SMC * * d SifiT P>AVC or P=AVC. 



~ r f t ~ ~ , t M m ~ ~ 1 ~ ~ ~ f m m  
s h - ~ a ; 3 i h i f t d i m P d i r ; r n ~ - * u ; t 4 ? f ~ ~ l ~ ; R ~ ~  
5f?df%T if MC=MR am P=AR=Ac, v P>MC I Hof nPadtffar & if 
at P=AR=MR=MC=AC I Jm: cpjfQm8 afimtRr fd%d&j AC 
f l m ~ ~ & s ? f * ? d * ~ m s f t m 8 m % f S i ~ m ~ m V ; F f &  

, ~ m J m n ; r m * w & * l ~ m % % w m & J h i . A R  
' k ~ ~ n ~ ~ ~ m r n & s ? f s f ~ % % ~ t h ~ ~ % ~ m  
@ 8 & & & i i : d X ~ ~ c m m u h h % 1 m s T p f % f S ; d  

1 e f t  ift -fpft wxit (economies of scale) w 
T& Gd? I fSsr 10.4 if (excess capacity) 3;r Cm 

I W % I  

LAC, LMC, LAR. LMR 

LAC 

0 Q, Q Quantity 



AR, MR, AC, MC b r  l0.S 







Pjtft-tft,q*-*&&~*#w~m~m*mbR;*v;EF 
& R o f r h & M w T & 9 h d & m t f t ? & r ~ m v % 1 * w  
d s m . R m 4 * & % , - ; r m m m m ~ ~ ~ % ~ ~ m  
f l m m ; r - ~ n n S T l f Z ~ * $ . 3 m ~ m ~ m M X l ~ m ~ d w  
m m & q a m ~ ; & m b , * v ; E F % ~ d % B & S m ; R  
'FJFRR ~ * ~ r n w m h x ~ a s & M l ~  F . & *  
& % ~ ~ d & * m * ~ . ~ m & ~ l ~ & ~ ~  
~ & w y $ ~ 1 ~ d & f + h n f t r m d ~ 8 ~ ~ c n ? v r n i m ~ b 1  
m s ' F ~ ~ & ~ ' f W m r 1 a e r r ~ ~ ~ - ~ & 3 T R f ~ ~  
~ W % Y I T & @ ~ T ~ R ~ ~ ~ I  

\ 

* * 4 w m ( ~ ) ~ w 8 m h X $ ~ m h 9 p M ~ h ; n  
& $ ~ f l & , & ~ - t f t d w ~ m ~ m & & $ $ ~  

(differdntGated oligopoly) % I 



T l j f - m m m  : ~ a m d i R m ~ ~ * ~ a ~ m a t  
m\3TfmM%l~ppislftv#m* 
3 l T P f v m s d ~ m ~ t d m ~  

fctdtz: (product differentiation) 6k1~ % I 
~ ~ w - * t ~ * . ~ S f t ~ ~ c s r ~ ~ i  
amdiRm~qTtw~~~amdiRmmi~rtFT;ilM%~ 



Varian, Hal (1997), Iti1ertnedinre Micrcxcotlomic.~, W.W. Norton & Co. : New 
York. 

Pindyck, Robert S., and Daniel Rubinfeld ( 1  995) Micr(xcot~omics, 3rd Editiop, 
Prentice Hall o f  lndia Pvt. Ltd., New Delhi. 

*am1 

1) rn 10.1 * 10.2 * * m ai3-q I 

2) '-Tm 10.2 dk 10.3 rn @ iffRrg I 

3) (iii) 

4) (iv) 

5) '-rm 10.3 d$J, I 

*am2 
1) PTm 10.4.1 rn @ W I 

2) 3rm 10.4.2 W I 

3) (iv) 

4j '-rm 10.4.3 @ I 

itq am 3 

1) '-rm 10.5 rn @ W I 

2) WT 10.7 3iTT I 

3) oTm 10.9 @ I 









~ a l g ~ 4 ~  11.3.1 @'4iT 37fFFT (Marginal Physical Product : MPP) 

* 1 1 . 1 & M m m m t . : ~ w P r ; r ; & ~ & ~ 1 0 ~ m  

3 c m L - . r ~ x l i ; ~ a ~ & ~ * 3 i v n ; r ~ 8 ~ & ~ ~ r i i t l I m *  

m m m % 1 ~ M s T f i h s & m i t ~ i f 2 ~ ~ m  
&*w&T%lm5FT33mn;~dm&; f&cs rFs r% 1 * m w M  
m ; f d 3 c m L - . r * s m J i T m * m ( M P ~ ) * m r i i t l  

11.3.2 Ffhk 55TTFT iTJ (Value of Marginal Product : VMP) 

s m ~ ~ ~ r n ~ ~ ~ ~ r n ~ ~ m b ~ ~ m m  
~ ~ d & m m m ~ \ 3 T m m ~ m ( v M P ) J i T m ~ m  
b l I m m m & T b :  

VMP = MPP x Price (q a) 
11.3.3 7fbTh CHPW 3RK (Marginal Revenue Product : MRP) 

q m y d p p F ~ $ R r n a V j E F ~ & k r m a % M m h m d t  
b I d f i - r n  & (horizontal) % I pfi ~rnor h m, & & m 
? f h - k r m R m ~ & k r & m ~ ~ 3 %  1 I d a f h m l 1 . 1  m ~ m a - r h m  
1 1 . 2 & m ~ ; f ~ m s ~ ; m % 1 q a & k r & h ; f ~ i r w m  

m (TR) &mrmw (VMP), aw* mm (MRP) mcmbimrn 
d% I 

aTm3 11.2 

'4%RffWTT: gcl37WPT dhi337Wi w#hm TR VMP VMP 

0 0 0 20 0 0 0 

1 10 10 20 200 200 200 
2 18 8 20 360 160 160 
3 24 6 20 480 120 120 
4 28 4 20 560 80 80 
5 30 2 20 600 40 40 







Wage rate 

' I  

0 1 2 3 4 5 Workers 



Q, Q, Q, O No. of Workers 



Industry 1 Industry 2 Industry 3 Economy 

MRPl MRP2 MRP3 

\ \ 
I n C 



b f  11.4 

Wage rate 

S 

0 Supply of factor 

~ m - m v : ~ & ~ F i f d m y m - y m ; r m f f X  I m m n f i m ; . r m 8 . p  
m m , ~ * m m ~ m w m m m m ~  

11.5.2 '@ f%5!?T 56h (Product Exhaustion Theorem) 

m & ~ 3 m f t a r ~ & ~ * w . ~ ; ~ & d m ~ ~ - ~ ; 1 * m  
~ & m ~ F r i ; r a r 2 1 ~ ~ a d m ; ~ m 2 f 3 ; f j ; i R n f t ~ ~ n  
& ? i - % ~ d m d * ~ ; ; r m n m 2 l m ~  11.1 * h T q v q  
~ d ~ ~ ~ ~ l ~ ~ ; f . ~ 8 ~ ~ 4 0 - . ; V T f ~ $ p f t 1 ~ ~ 7  
m m & ~ ~ ~ ~ m ~ 1 1 m % f 3 ; ~ 9 ~ m ~ ~ r m ; - m ~ ~ ~  

2 0 0 ~ 3 m , @ & r n m ~  160TiV;ifg, & t M a  -mmi-?m 
s r ~ m 3 ~ + m & + h f z & & d m d & ~ ~ ~ 3 ; m  
6 m m f + - m b 1 ~ & d s m ; R . ~ ~ t & & ~ ~ ~ ~ m m  
& m ~ f r n a r k 1 ~ ~ ~ m ~ - 3 m ~ f l ~ & ~ & m d m m  

(producer's surplus) imrm m I w txrhm # d * 
mlfl83dw 

~ ~ . r m $ r n W & ~ ~ b a & ~ M a m - q e j t v f i r l r m r n  
~ G ! ~ m : v F @ r m ~ & f t s ~ ~ ~ & m ~ ~ ~ : f i % ~  m d &  
?f?% rn (Cobb-Douglas) ;nm;r m (production function) 3 VMi-fiT % I 
w f q ~ = ~ ~ ~ ~ v & f % a + P = l  

K=Q+) 

L=m 

Q = m  

A = (Constant) 



MP, = 6Q / 6K = aALa PKP-l 



w f ~ d M ~ m * m m f % ~ ~ ~ & m : m r n a ~ + m ~  
a m w q t ~ i i  m t r  + m dfm8 oft2 bwm T F ~  I .iclstUla:, sn + fir; 
~ - ~ ~ ~ m . m r ; r 2 0 0 0 ~ ~ 1 h o f t ~ m ; r n ~ ~ ~ ~ y ; ~ m h  





%) fl g p ~  ~FFT !$PJ (Product Exhaustion Theorem) % di  TI? 
& ~ Z ? T T ~ ~ ~ M % I  

G) m&*- im f tP f ta3g f tPpFmm*$s rn%l  

4) ~ i r f  a VMP m P.rn di m f i / ~ - m  m a w q  a 
~ / d - m m ~ V i r f r n s w f & r ~ * & m m r n M M % ~  
( s f l m w ~ x r n ? & % ~ m i m : ~ ~ ~ )  

ii) ~ : & 3 d & m i t 8 t m @ d & m m m % 1 m : ~  
**mfM8,&-&*h*mOft*jrr&%1 

vi) w m p m q v $ t : ~ ~ m d r n ~ r n & ~ ~ ~ %  
d & 3 p m - r - M % , & y - 2 m & m % q q d m m  
~ F ~ ~ - T ~ s ; T ~ ~ F $ J T I ~ ~ ~ M ~ ~ ~ % I  

vii) r h R z r ; ~ ~ & : m @ t d i w i ; i ~ ~ r r O T ~  





~ R @ ~ T I ~ K ~ $ ~ W T  w ~ ~ : & ~ ~ ~ ~ ~ o t r n i m m ~ I m ~ m s ~ d e r n m d ~ :  
m W 3 m 2 1 m : q ~ J j q f i d a ~ & i n . & ~ 3 m i n . h  
xrdelqTr\Hfmfm9pdmd~ml~sFz*in.&a 
( ~ ) & * $ i t m ~ ~ v m ~ r f ~ i r i m d ~ ~ ~ ~ & - d ~  
m m w  l ~ ~ s T r n $ ~ ~ m j f v ; ~ d ~ m ~ ~ ~ m ~  
r n & m ~ ~ - . m ; r n ; r W a ~ i i ; P I ; ~ m . ~ M & & ~ & %  (fm 
1 1 . 6 ) 1 h ~ @ i n . m % ~ & m ~ % , m ~ ~ & & ~ ~  

~cvrm&f-Pf~mrrW I 

11.7.3 WT ift (Market Supply of Labour) 

br 11.7 

Yagc Wagc Wagc Wagc 

S 

S 

C 

(1 0 0 0 
I 2 1 

Supply of labour 

e d ~ m \ S i t i r i m M w m 3 m s i f d ~ m & ~ m ~ m &  
i h r 3 i t & m ? m M % 1 & m q x & s r f & m a * d % $  
~ ~ d ~ * ~ ~ f i & m m m ~ ~ ~ ~ l a m  
(S~FTGITT 4) 3 p +TS;~ -d3i (overtime) W XTTT7 3ThfXRT 6% 
dyjw-$~ms~gmJ;t;f~ ( & ~ 1 7 i f m * 7 i % i 9 ~ m ~ m m ~ . ~ i l f  
s m ; R ; m n ; r ~ d - ~ q ~ M s r r f i ~ m ~ . ; i f m d Z . m m $  
~ ~ 3 & r i l m & ) 1 5 ~ & . 3 i h 4 f t m & m & 4 i r 1 3 F i m i t 3 ~  
X $ . m m r n > ~ ~ i f & M m r r z r ; t r 2 - ~ j q 3 ~ j q ~ & Z i m  -a 

(overtime) rn $ ~ 2 4  $< i$ 1 a ~ 3 1 ~ 3 8  if TI7 3 -38 & @T 

&c?llsif*&ma$~rj:mmf;rdm*Xl * m m & % h m a  
@T $ * (derived demand) b I 



~ ~ d & ~ d m r n m % ~ ~ m 3 f f & e ~ ~ ~ m 3  mm*JmRirr 
* * & 5  I m m & % % w m * s ~ m s * ~ m m & ~  m*w@t?irm 

m m ( ~ ~ ~ ) m m ? ~ a r 8 1 ~ m m y f & ~ ~ ~ m  
(Marginal Wage Cost-MWC) TZT 8 I FXIT fwd' 8 % 
m m m & r n * m h * m m % M R P i m m M W c *  
* m % 1 d - ~ i ~ R h m ~ r n c i f t m + ~ 3 q e r r :  
MRP=MWc 



s m i n r \ 3 i r ~ ~ * ~ h s m ~ ~ m ~ ~ l r n & F i i i l W  
w-?%ffi-~&?i?@=i%Tftd?Td%l 6 e ~ m  11.7.3 
~ - % i T T h d T J T h $ l W T  11.8.1 % ~ ~ A T - ~ T . T J T S ~ T F ~ ~ ~ % - ? %  

m h ~ 1 m ~ 1 1 . 8 ~ ~ ~ ~ $ ~ w ~ ~ ~ e l ~ ~ % l ' b ~ ~ r n  
~ - ~ & & % I ~ : o w ~ ~ ~ w & ~ o L T F ~ ~ s F ~ ~ - ~ ; ~ S F ~ ~ ~ ~ I  
@ ~ ~ ~ & ~ F ~ ~ ~ R ~ & - & M R P ~ M w c & ~  

m ~ m ~ ~ . m m R ~ n ~ 8 . h R ; ~ . y m 1 1 . 8 ~ ~  
h 2 1  

fd'jT 11.8 
Wage rate S 

L 

W 

D 
L 

0 L 
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................. ' ..................................................................................................... 

) rn TA. f i  * $PJ (unit elasicity) $7 

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

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

~ d T A . ~ ~ 9 ~ s ; r m ~ & ~ ~ & ~ ~ d i g t ~  
gmb ~ p r m t T A . ; m R a f a ~ ~ ~ ~ ~ ~ i r m ~ ~ d m r n w ~ b ~  



m & + T m m ~ 2 T r ~ & ~ m m ~  I a&rn&m- 
q r . 3 ~ ; 9 @ ~ ~ & % b % ? ~ m % l ~ f % f h b ~ d m m $ ? f m  
Q ~ T  & ~ ~ i r  WRT imtr ?! I M-M 8 I%% fi ;RPa (closed shop recruitment 
policy) & 3 "ift tl'hcl $I T F ~  3- q&- mFf $ d wr;r 4 3 ~  * & 
m-&vr3;r j :M;f$8*. ; r t l  

1 Q) W (Monopolistic Employer) 

T) hefts (Bilateral Monopolies) 



iii) v i ; r h ; i r f f w & * ~ & % - i ( j s f ~ r f & ~ & m r f t  
f kVmT%l  



2) %d e * rn & krim q (indetermi- 
nate) 3 % ? 
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Harcourt Brace Loronovieh, Chicazo. 

Stonier, A.W. and Hague, D.C.,  A 7i.xt H(x)kofl~co~~ontic.s, Macmillan and ELPS, 
London. 

I )  MRP 

2 )  ?I%, 

3 )  5) m?r 

3) rn 

4) +T.*.mr 





~ m r ; r h ~ ~ ~ ~ ~ : m ~ J . i F ; f ~ z & % : ( i ) y W ~ s r ~ r n  

, am (ii) S T T ~  b 1 

PTFr 4 &f?%6 rn f?'%ld (David Ricardo) ?F fsrsr I m 
k m h ~ ? F @ d ~ ~ a ~ w ? ~ ? M n m & X 1 ~ 2 M  
& ~ @ 3 r n m m m ~ ~ ~ . ; R i H m a f & g m i f ~ s r f m ~  
3 I \3.ra: @ d 3 t+I ~8 +T d d 3- $4 4 Off XEI?Z (surplus) 
m % 1 g w f ? r b m @ & w % ~ m M b i ~ m ~ m i f 3 m m  
~ p F m r ; r % 1 m r n m ~ m d m 3 h ~ % :  

i) W &fl (Intensive Cultivation) : p ~%WT sm?T x-WT m d8 
m s T f l f J i a - J l T a T m ~ w m f S ; * & ~ ~ ~ ~ f f  
R v F f t ~ v ~ 3 s r f m m F l k  1 %  I ~ . ~ ~ o w o ~ ~ @ G ~ ~ ~ o L o M  
d m m m m r r k ~ m r :  ~ ~ ~ ~ F T W O A E L O & ~ ~ ~ I  

Labour 



Output 

(Value 

Terms) 



w R ? ~ i t w w w M % : h & m & f l r n & m & ~ M  
b I yarfinit d am si: vz 3  m (defferential surplus) b I 

s R ~ - m ~ - ~ i t a m m w ~ ~ r n & * & r n ~ m  
m i t * 3 ~ & m m m m f l @ & * i t a ~ ~ m *  
% & & * ~ - m & @ r n s f t M & w m m m $ l * M w  
f h w - b  I * ~ w ~ m ~ d , & m ~ ~ ~ - w z r n  
M ~ & d ~ ~ ; 7 3 m b 1 w m m a d % & M i t * ~  
m & ~ r n & ~ n ~ d m $ & ~ & ~ F m r ; r m r m t r R ~ ~  
q w m i t ~ m r ; r & m d m & ~ & m i t ~ m m 1 d m 3 f ~  
r r i a & ~ & m ~ J r r i i R ; r R m w ~ f m n . r f t b % ~ ~ ; s m & m *  
&;it.r&~;frn&$l 

a) M ~ @ & h ~ ; m d h r n m R v r m - @ r n ~ ~ m m h i f + m  
~ & d i f w r n f h w i h ? @ d ~ d m s t d h i f & ~ & &  
m p - ; I - p ~ y m m ? V E F i 3 m l  I d m m m  
(transfer earnings) w  TW 8 % I m, P &IR d h @ fl Ta 

r n s f t ~ ~ ; r f t ~ - s i : m ~ ~ ~ r n s f t m w i t ~ 3 m  
8 1 





Price k 12.4 

I D 

0 Q Quantity 



J~?T jmr b Jhr CKNW WFT (QR) w d3-T TiTi'T b I T .3nyfii-~ 
* h k ~ a 8 & F T g i m 3 d b $ m m ? ~ & m b l &  

m w m m m k m m 8 d - & % 1  

* SF97 1 

1) rm TPmr (extensive margin) ift I 

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

2) ;~m;r (intensive margin) W b ? 

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







p ~ ;  iHef?~@? f&dh (Wicksell) 3 @ m m iri m & 
m  (natural rate of interest) W @TI7 h % I 3;miT mm p p3 aJ;n % 
: p J ; m & g m y & d ~ m @ t ~ m a d m n m ~ m %  I 
~:ah.y&dp~;aai~tm%1p3&$yq~vJih*asrrd& 
m+r~~m:&wr$*m~&m**&ft~m&m-zm+d 
3 m v f $ r & M d m a * ~ & w & % 1 ~ ~ m 3 ~  
& * R ~ T ; T ~ ~ ? & ~ & * ~ ~ ~ * U ? T T F ; S T T T ~ T T ? ~ ~ ~ & &  
? f & a w & 8 ~ m * m m r n ~ l ~ m 3 m *  
m & m p 3 m & m & & & * & ~ m i f m & m *  
m n & f t l  

(Discount) 

W F i  TmrZ R (Flat rate of interest) 





~ ~ 2 7  i% P m ~$91 M 3, d r afirsm ~ P T  an 3 q m  10,000 m3 ilt 
I ?'m?$ I W: 1998 if m 10.000 d d d 1997 if T F  h 10.000 (I+r) I 

@? m $ d  1999 j; ~rn ~ r n d  t!t m. am d 2000 j: m d TR m 
~ ( f & z ) h ~ 1 m a i m r ~ r r r d t ~ r r f s m t m f i & i m y ; 8  
sfrjt.sm Jrr m+l-Fi Fi+J (PV) m 3 mm 2 : 



~ ~ a M & p h m p f t f j m $ ~ g s f t & ~ ~ m ( ~ ~ c ) d f t  
!&RX n (internal rate of Return) 9lf? IRR 3iT d? h W 3 1 m: 

f + t 2 ~ & m @ ~ $ ~ a ~ ; b 1 ~ ~ > r d r ~ * n t 7 f m a ~ ' n % l  



W ~ ? T & W P T ~ ~ ~ ~ K *  * ~ K , & ~ ~ . S T ~ ~ ~ ~ ~ M ? T = O K , - O K *  I 

h & m m ; f ~ j R a m - ~ 3 1 8 ~ & m ; f ~ & i s n * ~ $  
aw rl* M ? ~ & m m  (K*K,) m aaf&i~~f?rw n (IRR) 3 I 

r * 
I 

0 

r 
1 

f % f 1 2 6 & ~ ~ 4 & ~ ~ 1 ~ * & i ' l T % I  E ; L r n % & ~ ~ ~ * w ~ $ f &  

& d ~ $ , & 3 t ~ @ T ~ ~ ~ * m r * % l ~ - * ~ T & ~ w  

i m m ~ * - k ~ ~ % , ~ ~ ~ m H M % ~ f a - j r & ~ . s m ~ & ~ z f t  
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. r r j r b l m i m i r F @ 7 7 ~  ~ ~ ~ T n T f W m ~ % T 8 1 ~ ~ ~ r , * ~  
w*!Jd?iT-mrlifi-m% I M R ~ ~ ~ ~ R ~ P ~ ~ ~ o K ~ - o K * ~  I 
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m : - 4 5 f i ~ r a m 7 A n d m - ~ ~ ~ & J P r ~ ; r f t m d 1 W  
a FF$&!FE q (nominal rate of interest) 8 I ~ mf &I !T&~TT 3 f t  

* $ T P f f M m m m * ~ i t i f m ~ d l  m : ~ * m  
i t m m ~ R r ~ m n ~ f i l m w m ~ 5 ~ 2 m *  
~ ~ @ ~ ~ ~ ~ m r n m f d ~ f S ; w  1 7 f i 2 m d 3 f 3 ~ m n 7 A ~ ~ 1  



5 )  (discount) n rn &fl 8 ? 

5) (Loanable Funds Theory) : m m  ;f rn 
r i i i ~ v r n * m m m n m R & h 8 h r n & - h h X  IM 
gftm;f4p4f3Tm~m&mwmd*$pmf37T 
r n $ ~ w & & - ~ # ~ + $ s l e m d ~ m r h r q W ~ m &  
~ j r r m b d ~ d ~ m * ~ m G v m f & ~ ~ 1 6 ~ E i i i  
~ ~ - m ~ - ~ i t ~ , ~ m 7 R t n m h ~ d m ~ X  I*R& 

f%~ 12.7 ;f <?hW% 16 re m i 4 7  rn Qe -irf?~ m&-hh8 I 



Loilti;~blc Funds 

% : 

i) f i ,  ( i i )  & f i .  g f l  ( i i i )  kh % 1 

3) .Tl'ViTTl-- %- (Liquidity Preference Theory) : $?f h f i  d l  6 

f i g s r ~ ~ & q r n & d g ~ h r n h i b d ~ $ E  ~ m k + r  
3 h k  ~ ~ ~ j z r a f i ~ ~ m & ~ & r n & ~ - r n & m $ ~ ~ ~ ?  
~ ~ ; ~ r m m h 1 ~ ~ ~ f i ~ 2 P r ~ m m m ~ ~ - ~ , r ~ , d ~  

;Rfa-m&i t f i~sr faFi ra l~ma;-ma~mh~r; r~* i l . r ; . r ; r  3 7  

rrftT&qrr~&mh:~mtl 



T) m f ?  (Time Preference Theory) : h ?hT 7- @% h 9 l 7  

(Irving Fisher) ? h I h W f6 d%M Q$ 3 L ~ w  
;mSihraif&qmm% 1 h ' = i m M r n w f b - m b m m i h m ~ 9 m  
~ d d h ~ < ~ d & * q h 3 1 m ; r ; = ~ m ~ 1 ~ &  

m 1 3 T f m n m ; r m G t f ? m m ~ 1 m ' = i d m ~ ~ ~ m f b - r 4 ? ~  
&~TFT m 4? (slope of indefference curve) & 8 I 



x d s u - f % d ? m - m r n & & ~ h ~ ~ % ~  ?@kx?mm 
~TIW m s i f  (innovation) & cAcldllich fi * m, 3 &B 3 

m m d m 3 i T ~ * q m l  

5) FIlV : W 5FRh (innovations) - : ?* (Schumpeter) 3 i ~  fh~ 
3 k m a i t * s h \ ~ h s r r ; f & h M 2 1 m @ e q r n &  
m & m ~ * & m & % & . r ; m r ; r & * ? f h d 2 : a  
*2: 
i) qm&m;f~mr 

ii) ;3mn;r*+achllm&a*~m;~~ 
iii) ~&STFT*& 

iv) ~ ~ , ~ & m ; . r n - i ~ ~  

v ) .  7 i - JTFdqrnmm1 





y.@. ?+k (A.P. Lerner) * ?TIY m ?T&T & a m  & d TF;r ~ R T  fST;rFT 

2 l m m t f * . f * r ~ q f t r n i , t ~ + ? 3 m ? ~ ? ~ i f f f t g m r n * i ~ ~ m  
? 3 m b 1 y p F ~ ; f a ? h m ~ - f f t 9 m m & m ~ $ 1 ~  
~ y p F ~ 3 ~ # m b a o f t h r n ( ~ ) 9 - R . ~ a m 3 g  
&?r d $ I I: iftrrir q? ffhm tftsm (=dbm alTcr) 3iT ir. 3dq P-MR 
( . 3 ~ w ~ - ~ ~ ) ~ r n ~ t ~ 3 i T r n m r n ~  ~ f l * + % m & v &  
?a ;f h rn 8 I m: qwfm I& =(P-MC)P I m; 

* ~ , r n i m 8 m m . ~ f i l  
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Flow of Wheat 

Flow of Rice 

Payment for of Wheat 

Payment for of Rice I 
13.1 WRil 13.21m&&M3 L-mm&n i 
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Payment for Wheat 

- 
A producer 

I J 
1 Labour J 

2- 

Payment for Labour 



Payment for Goods and Services 

Goods and Services 

Enterprises Households 

Payment for Factor Services 



Consumer noods and services 

I Consumption Expenditure 
r I 

, 1 4 Firms7 Savings Households' Savings - I j/ [Households] 
Capital Sector 

Loans for Investment 

Factor Services 

Factor lncomes h 
~ ~ ~ h ~ ~ f 3 ~ 1 3 . 4 $ r ? i i f t c d ~ w ~ $ r + ~ ~ d ~ . r s r f  am 
& ~ ~ ~ w q ~ h ~ * ~ w d ~ q * h & ~ f l  
r m f r d ~ ~ . r s r $ l ~ & m r n f l m ~ w ~ d  
a ~ . r f t f 1 m h m p m w r m 3 d 3 m h m m $  
- m ~ a z m r m m 9 3 ~ ~ + m * m m m $ l  
~ M ~ h + m M d % ~ w m , ~ $ r * ~ b * * *  

I 

m * m + ~ - = h & & m - t i ; m * & $ k i m 2 1 a m 3  
1 ~ - = h h ~ $ r * , & + - d ( d * 4 - & % 3 6  

d ~ ) & j ; 3 ; i 9 4 a ~ ~ ~ ( ~ ~ & & ~ ~ + f ; ; r p r r g ~ a  
f r t c t 3 ) b i m 3 & d ~ , V m * l  

f $ % h ~ & d f % h T & f ? x ~ d m h $ ~ ~ m d ~ *  
h*d*****+ i ;m31m$1 

F,$Tm*3mdM&mrnm$r 

13.2.4 &, m, &d & h 

md,yex$ravr~+&&*Frmfidf% 1 3 . 5 4 ~ a h - r r n f 1 m i  

m $ ? + ? - h + M d - & t 3 l  

h d : ( 1 ) ~ & 3 ; i 9 t i ; *  
( 2 ) m + w ~ ~ + w i r 1 w 3 ; i 9 ~ 3 ~ 3 ; m w d r n m ~  
$ * $ . F 1 3 f r n 3 T f g T d r n d r n ~ 4 v ~ * ~ d - A d ~  
3 m ; r m ~ m + w + ~ ~ M 9 1 - m ~ m  
~ d m m t m ' a r ~ ~ ' ~ m ' d w i r 4 ~ f 3 m m m  
B l ~ r n ~ 3 ; i 9 4 m * ~ ~ * d m m m  



Consumption Expenditure 

Corporation Taxes Direct Personal Taxes 
Subsidies , Transfer Incomes 

Government 

Government 1 Savings 

I Factor Incomes 1 





Consumption Expenditure 

Transfer Incomes 
Government Savings 

Firms' Savings 

Enterprises Capital Sector 
I 

Net Borrowings From Abroad 
Factor Incomes 

1 I Net ~nvestmknts Abroad 1 1 + 
Exports - Imports Rest of the World 

I 
1 I Net Factor 1nc:ome From Abroad I 

Net Current Transfers From Abroad 
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13.3 wf%4 m wil am 

? r r n 1 3 . 2 I f ~ f l ~ m , w 3 T ~ & d d ~ & . * b i  

W-*r3;r&biwm+mmhwb-raw@bqhhm 
m ; F m j t r * d 3 ~ - & * - * * 3 R a d * l W p  
TFI~~WI Wf%ifj q 8- WFFi * (Gross Domestic Product), ?Jg * 
m (Net Domestic Product), TFfja ?l$h (Gross National Product), ?Jg 

W$h T F t i 3  (Net National Product), Wl (National Income) I rlTrl 13.3 

b i 3 T m r 4 t m - y r r ? r I f m 3 ; r w @ , f % h d k m - - ~ m & ~ ~ +  
~ ~ W ~ m S ? l V l f % 1 3 . 7 T T ~ d ~ ~ ? F j $ f ~ ~  

& * ~ M + r n & ? l ~ * ~ * - - ( l ) ~ d 3 t t 3 * d  
m m , ( 2 ) m ~ m m , 3 t t 3 ( 3 ) m ~ T T m 1  

13.3.1 -4 Jthhd & - 4  Jrm 

r n ~ l ~ i 3 . 7 m ~ ~ & 4 3 t h ~ m ~ m b i ~ r n ~ 4 1  
s R m w d 4 m R a ~ d 3 t t 3 h d & m & ~ ~ & m  
r n m & m & 3 n - i R o n ~ ~ b i ~ ~ m w n ~ ~ , f b t s i r  
d m m ; R I E T ; T , . ; r r b i ? F h m a i 3 ; i r , u ~ & ~ . m m c r ~ * ~  



M % 1 3 ~ 1 ~ ~ w m d * * d $ 1 m e q d ( c ) a w  
q ~ + ~ ~ P - m f v r ( 1 ) m m & $ 1 * m & f $ 3 h * m ~  
m m ( x ) d m & d f r W 3 m a * m m f i 7 f i l w  
r m r n * m m d $ f % ~ = c + ~ + x m ~ , ~ m % & c , ~ a w  
x 3 + T m s f t . ; r r f 8 a h m % l ~ m * & ~ m 4 m f m r  
f% q d  dk *d m p m (factor cost d3 FC) w k W, 
3 f% m (market price d3 MP) d MP = FC + NIT, G T 8  NIT 

l 3 3 F i m 8 m % , d m m 8 m = r n e r m - * ~ l  
* ~ Q P I ~ f m r d ~ & w W m m * m * d  
w-dwb; f3 -ywtk9~$(dmm~mm~**m)  
m m ~ d * * d & m z ~ * * m d p m d &  
~ b ; m 3 - r 2 m 3 T ~ b ; ~ ~ ~ ~ * * * b ; m ~ & ~  
f i ~ h M ~ * a b ; m f m m % ~ - b ; m , * m  

q & c h ~ c l m d a - s b ; ~ m b ; m z l * d m M W ~ 4  
~ ~ % $ I - ~ & W * ~ ~ T ~ ? P ~ V S I * V ~ W ? T T I % I  

w ~ m ~ ~ m ~ 8 , h , m a w m ~ m z l ~ ~ m m  
r ~ r z i r d m & d f r 3 T h - z l ~ a * m m * % l d 3 ~ = W  
+ R + In + P + X, d Y m % d ~8 (W), (R), m (In) 
a w m ( ~ ) T j M * m ~ m m m m h % ~ m m m W  

r n&b ;&p4dmrnm&dhRsrm%1 

~ ~ m d d w , ~ , ~ n a z r r ~ b ; J . i f + ~ & r n * ~  
fm m % I Gbh m 33vdg-r (Compensation of employees), JP&?FI 

S$?h (CE), azn w - ? ~ W R  3 ?d ~d m (MY) I m * Y 

= C E + O S + M Y + X  4 CE ?JFI d 3Wfh sm h d  b; & ¶-khfhj %, 
O S ~ & ~ ~ Z T I ~ ~ ~ ; & ~ ~ ~ ~ % , M Y ~  

m T R G ? r m % ~ C E f l W O S b ; W * % ; r f t & ~ % *  

x ~ * ~ ~ ~ w % ( & * ~ ) I ~ c E ~ ~ ~ o s *  
a i m a - F f l ~ m w m % , M Y b i m d r s T ~ ? 4 - r m T 5 % 1 M Y  
* * ? d ~ d * m % l m & m , m W * ~ ~ * d  
d & m * p l n m r % , 3 I d * & ~ b ; s m m . h m % ,  
* ~ T R ~ m m % * m m % l m m & - m  

J . i f * ~ m ; F l ? m * f h [ l ~ m m d ~ m * W -  



h ~ \ & f % & l 3 . r r s & 9 f . R f  F ~ T ~ T C ~ T ~ + ? I % $ F W ~ & C E ~ ~ ~ ~  W % m m = h m  
0s + . r f t % Z l G r n m T T I  

13.3.3 d?Pl d $ JFTR $ ?TI 4 rn 

m h 1 3 . 7 m & ~ 4 m & W W h z ~ ~ b i * d b i &  
dbi*biw+*bi*";Rmd81*d-z tmm-d 
3 f f 3 h d & d ~ & ~ 3 . r h ~ * * ~ * ~ i f l  
* q : h e & f r d 8 * - d r n & * q ( c h ) ,  
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FRJd & W k  T! z5rl (NDKF) TiW & 3 Mq (K) VI h-h i;nr w 
mfd (NE) bi W 31 

~'+dW.r1&dbirn+4;m~dar;n&+rrr;r/d-m-d 
b i & + 3 v ~ ~ ~ d b i d & m ~ & & 4 3 m m & 8 1  
& + M . r w - c w f m r ~ s R d & m m & d b i m ~ b i &  
3 a f Q - + f i 3 f f 3 @ 3 h 3 a = f m r 9 R d b i r n m & d b i  
m ~ b i d * 3 m f r 1 s R w * q a M ( ~ ~ ~ ~ ~ ) + & + M . r  
(K) & f?Tl $I if d!?j,W M (NDKF) &if1 

? J G f k h ( N E ) ~ f r ~ ~ ~ , ~ & & ~ ~ f r 3 f f 3 ~  

~ f r i f s R f k h , ~ & & m m f r l  

m m & d b i m b i w + , * 4 m & h d 8 1 ~ = c , +  

biw+'9ft7TlfB-d8zpE1qv~!h~+3wme~&(~1~)& 
~ ~ ~ ~ I ~ ~ ~ ~ ~ C , , C ~ . N D K F ~ ~ N E & ~  

a n n m r m a f y ~ 8 , 3 f f 3 3 ; 1 & & m m m M b i f % y  
d 3 ?'J4 ?WZeT (NIT) WFtl 8 1  

Y = C, + Cg + NDFKP + X - NIT 

( m ~ M d & m & 3 8 & m @ 8 1 )  

13.3.4 \SNIGcl, rn TiW 7igq $ & ?TI 4 rn 

3W Fl &4f?I TPFj & 8 % ?rm 13.3.1, 13.3.2, 13.3.3 & 3~ 

~ m & m . m m , m a r ; n z 5 r l m r & + m m d 8 1 ~ ~ ~ d  
*hdbimbi*mhd&-M8,3ff3$Fm 
+ m m h m q y = r $ r m 8 1 w m + m m m h & & *  
3 ~ m m b i m & h m 8 1 m : d & h + q ~ M 3 ~ m  
yJGm*bimmhm81 
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1) T! 3-lchd TFlK (Gross National Product at Market Price - 
~ ~ ~ , , ) : ; r r w d ~ . ~ ~ ~ & w m ~ m , M m ? &  
p , ~ d * * d & m m m w % l d r n m * M % *  
q d w * d d ~ M m h m % l  

2) TWi 3PKi W ?FF3 ?F& CFlTC (Gross National Product at Factor Cost 
-GNPFc) : 'TTj d 4 'TTj ~&WFtVI & WWTJTRdkh WG?P?I 
m . r & s q d * * d & m m m w % m m  
* M % * q d w * d d r m m ( m ~ - h  
-am) m f h T m - 8 1  

3) TlFl'R * W ?JG Tf@l 3FilT (Net National Product at Market Price 
-NNP,,) : W w d * ' T T j 3 ~ & f i f % T I R d ~ M T I T  

? & s q d * h d & ~ m m ~ % m + m  
d r a r R s r m % * m g d W ~ d d r m y % ' r m f ; . r m m  
% I 

4) W m  3PKi W ?JG Tf@l 3FilT (Net National Product at Factor Cost 

-NNPFc) : ;rr w d 4 W 3 h q  & Fml?~ W, G?P?I 
m . r & s . m g d * h d & m m J i r ~ 8 1 m +  
f % F l m Z d s n R m m % * ~ d d r m m ( ~ ~ - ~  
m a w )  m h m 8 1  

5) ?F& rn (National Income - NY) : W VTW m m V$bl rn 
& r n & % l  

6) WglT @ m FFTE (Gross Domestic Product at Market Price 

-GDP,,) : W p 3 l ~ & $ ! F j , h & & , ~ m ? &  



7) FITWT V! wcncl dq JiVn (Gross Domestic Product at Factor Cost 
-GDP,J : a W 3 T ~ b i ~ h b i ~ , M T F t T 3 &  
g , ~ C s f r t r ~ 3 t r b i q m m ~ % m m * ~  
% * ~ 3 t r * h 3 t r d m m ( m ~ - w m ~ & ) m M  
m % I  

8) @ V! W$k4 m (Net Domestic Product at Market Price 
-WPM,) : a W 3 T m b i * h b i & , M T I T + r &  
g , m ~ ~ 3 t r t r h 3 t r b i ~ ~ j i r ~ ~ ~ ~ m r ~ ~  
8 * ~ 3 t r w * m 3 t r d w g n F m M m % 1  

9) VlWf X l T i  V3 h dq FWllZ (Net Nomestic Product at Factor Cost 
-NDP,J : % W W & T W W b i * h b i & , M T I T 3 &  
g , q 3 t r * h - r 3 t r b i q m m ~ 8 m * m + s n  
Rsrm%1mCJ3tr3thh-r3trdmm(~~-wm~ 
m ) m M m % ~  

10) 7J-S ?F#4 h am (Net Disposable lncome - NNDY) : a 3 7 h W  

b i ' m m m w d 4 m m 3 t h - m m b m  
8 l k + r ~ m ~ m m f % f r ; r % 1 ~ m ~ m ~ ~ m  
* h ~ * ~ ~ ~ & b i b m * ~ ~ ~ 8 1  (NNPMP+Net 
Current transfer from Rest of the World) 

11) dq m r :  4 rn &i id m m (Income from Domestic Product 
accruing to Private Sector/') : T W d W 3 T h W  bi ~d 
r n h h * s r m m m 8 1  

12) 3 ~ m  (Private Income - PY) : rn W 3- bi l%l%d 
m v d - z i 3 ~ h w b i & m m r n a z T I q ~ d  
b i v f m F a m * m ~ ~ r n " ; R m % l  

13) h f h ~  am (Personal Income) : rn W 3T- bi F!Fm?Jl hR?l  

~ m ~ m W d 4 ' w m r n a z T I q ~ b i ~ M  
* m m m * % 1  

14) k d h 5  F4bT m (Personal Disposable Income - PDY) : Sp$i W 
3 ~ - b i m w m m S I m W d * m a z T I q  
~ b i ~ ~ ~ m ~ d ~ 3 t ~ m a ~  
m-%-md%l 

15) & +qq (Personal Consumption Expenditure - Ca) : T 

a-&?m*m**-d(qR*~d)d- 
. m M 8 1  



(GNP,, - Net Indirect Taxes (NIT) = GNP,,} 

(GNP,, -Depreciation (D) = NNP,,} 

(NNP,, - Net factor income from abroad (X) = NDP,,} 

(NDP,, + NIT + X + Net current transfers from rest of the world = NNDY) 

(NNDY - X - from ROW - NIT = NDP,,) 

(NDP,, -Income from Domestic Product accuring to government administrative 
departments - savings of non-departmental enterprises = lncome from Domestic 
Product accuring to Private Sector (Z) 

(Z + X + National Debt Interest + Transfer Payments by government administrative 
departments + NCT from ROW = Private Income) 

(Private lncome - undistributed Profits of Private corporate sector - Corporation tax 
= Personal Income) 

(Personal lncome - Direct Personal Taxes - Miscellaneous Receipts of governments 
administrative departments = PDY) 

(Personal Disposable lncome - Personal consumption Expenditure = Household 
savings) 

(Household + Depeciation = Gross Domestic Saving) 
19 



(Gross Domestic SavinglGDP,, x 100 = Rate of Gross Domestic Savings) 

(Gross Domestic Capital Formation = Depreciation + Net Domestic Fixed Capital 
Formation + Change in stocks) 

(Gross Domestic Capital Formation/GDP,, x 100 = Rate of Grass Domestic Capital 
Fornation) 

(Net Domestic SavingskJDP,, x 100 = Rate of Net Domestic Savings) 

(Gross Domestic Capital Formation - Depreciation = Net Domestic Capital Formation) 

(Net Domestic Capital FormationkJDP,, x 100 = Rate of Net Domestice Capital 
Formation) 

(Rate of Gross Domestic Capital Foarmation - Rate of Gross) 

= Rate of Net Foreign Capita inflow 

= Rate of Net Domestic Capital Formation = Rate of Net Domestic Savings 

W m 3  



................................................................................................................... 
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iii) rn aw qz rn 

iv) v ~ m m ~ m m a w m m m m ~ w m  



f=n~-3ir3tmm~a,a%:~@~mm 
(NNP,,), @ W ?JG (GNP,,). ?JG & 

3TRl (NNDY), $!Fj, T J F K  3 &!?I h mf Frm 3lW (Income from Domestic 

Product accruing to Private Sector), &!?I W (Private Income), h@'flT 3TFT 

(Personal Income), IVhW 3TRl (Personal Disposable Income), hh47 

& (Personal savings), VTZi k d?$, w (Rate of Gross and 

Net Domestic Capital Formation), ?F567 ?JG $!Fj, WTi 8 & (Rate of Gross 

and Net Domestic Savings), sth ?JG (Net Foreign Capital 

Inflow) I 
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Beckeman, Wilred, : (1980) National lncome Analysis (Ch.1-3), Wiedenfield and 
Nicolso, London 

C.S.O., National Accounts Statistics (relevant pages), Ministry of Statistics and 
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 XI 

r m 3  

~ ~ z q V + ~ & - ~ ~ 3 1 7 q  

~ ~ m + m H ~ m + ~ ~ m *  
fQ-qzm=-m 

~ m + ~ f ? m F h & & m f 2 F r m + f + m m = m m  

~ m - f S - $ r 4 m f k a m m - v $ h m m m - a m n  
+-=--3tmhdm3~14 

~m+Rdl&idmm+*-f3whmm??~*& 
+ ~ ~ ~ 1 3 d M d ~ m - S r m m = m m m ~  
--L- 

O m m m s * m ( ~ ~ ~ , , )  + f k m z = m m m m  
--L- 

? J G * M m - ~ ~ m - * m 4 r n &  
m d m m  - - * . r n d * w + Y r g - h m m m +  
~ ~ W F j , ~  - & m f 2 F r ~ ~ l y f - - f + m ~ - J I S 8 ~ m -  
F F ! m a ~ m * ~ s r r R r d i = ~ ~ m  

i) ETWK 

ii) ~ + Y J G W W X F T  

ii i )  ?JG3T5Wlp;Tm+m+?JGqF?WkFJT 

iv) ?JG 3T5WlH m  

v) m + ? J j g W F j , m  

v i ) ~ 1 ~ 4 ~ ~ m + ~ ~ f 3 d & l f % % r r r f ; ; r d i 1  



ma- 





h 3i Rm m 3 : (i) @, (ii) d33h a;mr, (iii) 
azn ( i v ) - . a ; r ; ! v w w q ~  

(i) m; (ii) 4~ i d k p ~ ~  m; (iii) m, jk~ ~ V T  1 

* ~ h d ~ f 3 j v I m 2 m ~ ~ m & m w w  
~Z~$?GT&~IVFRT;~~&I~T$TFT~:  $)W, ( i i ) m m  

G R l  aZrr m, (iii) FhR, (iv) h 8 W  C E f F l  p, (v) % 
aZrr m, (vi) TWIT a, d rn @ w, (vii) * 
rn azn ?err aV (viii) 3m I 

v r g , m m ~ @ T A ~ & v ~ T A ~ + e 2 1  
m ~ f S i v m & 6 ~ 2 d v d * 4 8 0 0 0 d T A q 3 i t  

$ ? ~ ~ 2 a 2 ~ 1 q 3 i t & m ~ 2 1 0 0 ~ ~ @ ~ 2 1 w m  
4 TFTRT & 'x' + -- m rxi;g 2  50,000 ~3 2 (48000 m-4 + 
2000 &)I qn rn fSi Ti! 3Fmm s3-6 'X'3T- = - 
~ ~ 7 0 0 0 ~ ~ ~ ~ 8 ~ ~ ~ ~ l ~ ~ ~ f S i ' x '  

m ~ @ & , m r a & m * * 3 m ~ m * m & m  
a z n + m 3 i t & ~ m m m h m 2 1 - w m 4 ~ d ~ m ~  

'X' rn w 43000 m-4 (* 50,000 m-4 7000 &) Sbfl 1 yT 

3 ~ ~ * m * m , m a r n * * * T A * -  
~ m ~ * ~ T s m r ~ m ~ m 2 1 ~ * * %  
m m d y T m ~ m ? - f t ~ ~ ~ 2 1  



m =Wt&i FmR=l wma 7.- 
FwWz W F  d m F  * 

(000 wid 4) (000 Fwii 4) (000 wid 4) 

1. ?mZ9 50 w 50 

2. & 80 50 30 

3. 4d 150 80 70 

9 280 130 150 

iii) m m m w & q , ; 3 ~ a & m m m 3 7 ~ ~ ~ m  
3,T5T-@mwm@&bm*mFhl*1 













& m m m m z i f j ; m 3 t t 3 3 ; r j ; e a * w  
- c f i ~ h r n % l ~ m * m ~ + ( * ) * m 3 t t 3 ~  
q d  m d f%h mbrm ~ ~ F J T ,  (a) U- 9.TT;P1 q d  azn (T) 
~ - s r m q ~ a M " ; R a ; r r m 8 1  









~ 1 , ~ 4 7 4 ~ & w d i Z I v c m 8 d k m ~ m & m m  
~ 3 m n T $ W I 4 ~ 1 9 4 9 d d . ~ . ~ . ~ $ I x 4 ~ 4 ~ m  

JlTWZW Vf#?f (National Income Committee) rn TFT $31  1 d. d?.&.31TT.aif. WI 

aw d. a.m. vd%i ywh rn 3 1  FITPTF;T $I m f W z  1951 4 fiw &m 
M i 9 5 4 4 & 1 ~ M 4 M ? - ~ m & m $ 3 m m  

-& FRTP'I & 3TIzI-TTIq 1948-1949 & M W$T m& fi 'J?I rn 
% 1 3lf?F7 f?$k 4 F$%%' 1948-49 q 1950-51 & W?j,arjrr ?mf q f?W (1948- 

4 9 ) 3 I T d m ~ & h m & m ~ ? f t ~ % 1 M ? W $ T m  
& m & * M & p ? f i f m l  

Fy 1950 4 $77 vf%?i a & j; m 3 @ !Tf'?Xd dm (National 

Sample Sarvey) $3 $3 @ I 3 m & m & * 
% $ m m m $ i & m & m m d d ¶ m w ~  

* FmF&l39 +m=l (C.S.O.) 

d i 9 5 4 4 c h - F ; I Y ~ ~ ~ ~ m ~ @ m r n ~ ~  
f?Tl m l  & 1956 43m;rr ~~-~~ b f i q d  and YT 
d ~ ~ ~ ~ a ~ & . r m d ~ m & ~ ~ ~ ~  
m m w ~ l % ~ ? m a m & ~ ~ 4 ~ m  
& & d m 8 1 * m & ~ q $ R w 3 I T d m m  
~ * & w ~ ~ % ~ % ~ ~ m $ I ~ m m &  

TblFi FlW-FlW m V$h &il ?Tf&W% &Ci W i%k?i (National 

Income Statistics Sources and Methods) # m W 8 1 $WEl 3lf?F7 
F k F F J l ~ . 1 9 8 8 ~ W ¶ 3 ? K ~ ~ ~ ~ ~ ~ ; T f t W ¶ l  

. 



(5) *, (a) rn w m d, (q) TFm 

7 ) m - e -  

! (5) , (a) m , (q) -. (4) - 
(5) m aw m, (a) m m, 3-fmdl rn - Ti - 

I/ w 

(5) FnmT m Ti Jfa?m, (a) m M I 



& FJGI m & 33~7 & fip & fi 3$%TFi (Random 

Sampling) rn TI -.~m31 d'd 8 I *-* FE FWT TJIT$ 8 f%& ;f 

~ ~ ~ m a 8 l ~ ~ ~ & m & d m m $ i  
m f ; r f i & m * b i m ~ r i h i * ~ h m 8 l v m *  
w k m m m m m r m m % 1 q w t h f 3 3 ? n ; f f W r h  
h I f a m & f r & ~ w W & m m ~ m h 8 1  
f S i ; z f t w & f i 3 T ? P t & - 4 ; m * m m & m m ~ w  
m 8 I m ; f m m ~ m & f i m - d & -  
5 T f ? W F l 3 6 ~ ~ & ~ ~ 8 l m ~ - ~ ~ & f i ~  
~ m * * m - * h m 8 1 q ~ 1 b i m X . i f ~ q t  
W T\fT m, W azn &, grif m  7 (Census) rn m h 
8 1 

~ a w w - h a w d ; f y j w @ z & q m b i f i m ~ ; f $ r h  
m bi 3;i9 If v?-lq 8 : (5) m m F, (a) m, *, (T) d aw 

w3l wtmf~ $3 azn +=nm m d, (s) WJWTV, @) WFFR +r 
W ?p, (B) m & d, (T) fht8 m  d, (3) &mm wf8 azn (a) 
3bia $3 m p-~ d l  



. . 

3) @flzTTRmr$&qlerqq 

q) *3TTf?&rnm 

$ ! 7 ~ T m & ~ F 3 f ~ m m F F m d 2 1 ~  
1990-91 q 'WC7 3 @ d'3 q F * $!7 FFR & :  

da : NAS, 1999 

14.3.3 %%jFimd3$SRJWm 

~ ~ 9 - , ~ ~ 1 9 4 8 & ~ ~ ~ ~ ' i T l h  

% 1 ~ ~ ~ ~ & - \ 3 b m 3 1 ~ d ~ ~ r r P c n s f r n ~ ~ h  
3fmmvM&wq-mm31m*3tfbTRtFj 
WkPI (Annual Survey of Industries) WJ 3 I p!7 GTFlTT8 & WW? W 

~ m ~ ~ m 3 1 ~ ' 3 T 3 f ~ ~ - w 2 T f T [ m m , ~ , f h &  
M , ~ T T R & W * ~ ~ ~ ~ ~ * ~ & P I % I ~  
& W m  1 9 8 6 - 8 7 ~ ~ ~ d ~ d ' 3 ~ ~ ~ ~ ~ ~  

m f & m 4 2 1  

da : NAS, 1999 



~~ 
mmF 123544 

(*) - 100399 

(a) w=m w - m  231 45 

m M h  761 62 

m ~ @  47382 

\m$T~pnwSR7 -2308 

?IFF4* 45074 

da : NAS, 1999 < 







*;rrif.brzft* 
(C.S.O.) 





C.S.O. : National Account Statistics (Latest), Ministry of Pladning, Govt. of India, 
New Delhi 

Hicks J.R. M. Mukherjee and S.K. Gosh, 1984 : The Framework of the Indian 
Economy-An Introduction to Economics, OUP, Delhi (Ch. 1 1, 12, 13) 

C.S.O.: National Account Statistics--Sources and Methods, Ministry of Planning, 
Government of India, New Delhi April 1989. 



2) Q : m m m  

a) : & m m r n m  

ST) : ( S I ) d ~ r n 3 f ~ r n  

s) : (ST)d~&%*pT3+ll 

3) : (9) * 3f q7R lp4 * d 49 ~ c l r i i c l l . ' l ; i .  rn 
w) : ( 3 ) 4 ~ ~ ~ r n h l  

m) : (q)43ff?wwmsn.rr1 

3) : ( ~ ) 3 r n r n ~ @ h * @ ~ * 8 1  







2) w?h ~ dfh  sqq (~utonomous and Induced Expenditures) 

3) m (~unctions) 

v5 Wfk3 m (dependent variable) e-jl m (independent variable) bi h 
+ Y * w m m * h X m % l - b i f ; ; r P 4 R *  
m w m b i m m i % k m r r % a d * m & m m i F t -  
mwgl: 

~ ~ Y 3 - ~ m m ~ ' z i . ~ ~ % l ~ F l ~ Y & ~ & ~ ~ ~  

3J3;i9 .fr * 8 1 bi f;;rP C = a + by d m ?dh (linear) +ET 
m ~ I C d 2 7 7 ~ b i d ' z i . & f i m X ~ % ~ a ~ ~ m b i 3 a ; r  
m ~ d ~ m % a v r 1 b 1 m b i d * - \ m 7 f m b i d ~ ~ % 1  



15.4.1 m rn 4 m dk a mmw~@ (Injections and 

Leakages) 



15.4.1.1 WV (Injections) 

15.4.1.2 f?Wl (Leakages) 



I Income in Rs. (Y )  
I 
1 

15.4.3 '\jq7hrl WFFl (Consumption Function) 

6 c p w 1 r $ ~ + u d ~ m ~ 8 ~ ~ & a ~ , & ~  
w m * b m 2 f S i 2 f 3 f m ; f * M 8 1 ~ ' * *  
M l s r f t ' c ' , ' Y ' * * F h 8 * - a m M * ; r f t ~ m M  
4 3ET d 81 'C' 3th 3T14 & * +q d S d P l  * dkRi D$% (APC) 



TTTf$R2 Z'V5 15.4.3.1 3 h rh-d?, APC W MPC WWU Ti? 81 15.4.3.1 

3 j m 1 ~ 2 3 i ~ m m + r s r 8 1 ~ m m * f S i m 3 j  
~ m m . P I ~ 8 0 0 ~ ~ w ~ * m . r r ? r 3 j m &  

$ 1 a w h m m m r n f S f l h = r m 8 1  

TlThW 15.4.3.1 $ TlT7V 1 & 2 $T F 1  +? W Fd%?l T X  

W d  $ 1  ?jV F34? % 15.4.3.1 3 TPlh Wj (CC,) YTV frar $ 1  X-3-3 



~1-43~ir,m m m ( ~ ~ t i ) f 2 w $ $ % 3 t h ~ - ~ ~ r n ~ w ~ r ( - q (  
lCziw ~ I - ~ Y - - S T H ~ ~ C @ ~ ~ M * * ~ G * ~ * B W  

m r n ~ = m 8 0 0 ~ ~ 1 a m ~ d R ~ m 3 @ 3 f n a a r n  
h % I * d (Concave) 8 1 

tTf?VFI WTk 15.4.3.1 & WEIT 3 q &Fi7 YJWh P$f (APC) Th f&3lW V'l 

% , m m 2 4 A $ m T h J i T F r n l q A ~ m 3 f r n & m  
~ m r % 1 m m 3 t h m i m w m ~ ~ a ' r ~ 1 ~ ~ w ~  
? ; s s m 3 f w * % a ' r G 1 3 t 3 t m l G ~ ~ & Z i &  

- m m m * l  

l?FIET 3F?Pl  ?@?i (MPC) Th Tlf$lW 7FTk5 15.4.3.1 4 fi 4 4 ?JTW %W 
~ * I ~ E : ~ ~ * T ~ ~ ~ * * W T & ? J T W % W ~  

* l h m 1 3 t h 2 ~ ~ & m m % W V ' l * 1 ~ & ~  

I 
3Tm d GZF! 1000 Fkfl % I  AY=lOOO, 3 W h  Tqq 800 & * 

1500 ?3k fr i3T?ll % I AC=700 5RMT MPC=700/1000=0.7 I & 
W C Z E X T ~ M P C ~ % ~ % l  

Rs.in thousand crore 

* * * m & m * m * * - * * l m  

4 m d u r & m k m % m d m @ d % 1 ~ = c + s ~  

~ m & ~ w r n m 4 3 f ~ d ~ , m m . A ~ ~  
*~ami%mrwrb 1 5 . 4 . 3 . 2 & m 5 4 R z r r m 8 1 m & ~ m m  

a s n ~ % 1 ~ 2 t 3 $ - ~ m m ~ , m ~ M * 3 t h m  
GZ?l % I  Tlf&Fl ?FVF 15.4.3.2 4 F4 &Sh % f% 3T19 * i; EF! F! m (-) 

8 0 0 ? 3 k ~ 1 ~ W ~ 2 0 O O & f i d % a ' r i f ~ M * l %  
?TFl-WdFl (Break-even) 2 1 T%?l @ 3TRl 2000 T3h $ W 3f 5747 &?i 

% , a n ~ f r ~ * l m m & m ~ E T ~ m W ~  

P$f (APS) dk TG7 * F$f (MPS) VSIT3l 37 ?VF?i I 



A P S & ~ ~ ~ d m : m 6 & 7 * m m * l ~ * m f S i  

XRl 4 Sf3; $ Til2r-VT2r APS * 7 f f  Sf3; frdt * I  MPS * 7 f f  5 1  

3Tm d?d TVfPl W APC MPC WEi APC MPC 

(m * C N  AWAY (& d) S N  ASIAY 

(& 

1 2 3 4 5 6 7 

0 800 - - - - -800 

1 OOC 1500 1.50 0.70 -500 -0.50 0.30 

2000 2000 1 .OO 0.50 0 0.00 0.50 

3000 2400 0.80 0.40 600 0.20 0.60 

4000 2700 0.67 0.30 1 300 0.33 0.70 

5000 2900 0.58 0.20 21 00 0.42 0.80 

6000 3000 0.50 0.10 3000 0.50 0.90 

7000 3050 0.43 0.05 3950 0.57 0.95 

APC & APS bm 1 3 1  TG 3 d f S i  

APC + APS =1 

$$f'Tm, MPC & M P S  Zl bm 1 V * I  

AC/AY+AS/AY = AYIAY (Gbh qdl d d Y ?rm d) 



m m m , ~  3 45" hn b; FT f m C+S=Y 450 hn -m c+s=y--+a w w d  
6 -  2 I fsn 15.3 3 WdP l  rl (CC,) TlW 45O hn C+S=Y 3f afn 

m SS, m fST91 m 3 1  

FFFI%+T rn ov' ~ T H  m @ s 3f M +TZ X-~TH d 2000 wh m 
3 a 3 m m 3 ~ ~ m * m m 3 r ~ s = ~ - c ~ ~ m 3 a 3 m  
( S S , ) * x - a ~ b ; * * # c C r n * b ; * * # + m % l m  
rn (SSI) WR 3f 3miFi (Concave) $ l 

F F F I % + T * m r l , * ~ f l w * 3 l a m w * m m  
b; * R!hf%m .m (WWIT exante) ?i& 3, i%$dk * 

& & t m , a m b ; m & r n * m m ~ 2 1  



n n  l c  IncomeNear 
(Rs. in thousand crore) 

- 
W 5f&d WPfPl W APC MPC a T i  APC MPC 

( 1  Jff?m4 C N  ACIAY (h d) S N  AWAY 

(Ji;h;J 3i9-4) 

1 2 3 4 5 6 7 - 
0 800 (-) 800 

1000 1600 1.60 0.80 (-) 600 (-) 0.60 (-) 0.2 

2000 2400 1.20 0.80 (-) 400 (-) 0.20 (-) 0.2 

3000 3200 1.07 0.8 (-) 200 (-) 0.07 (-) 0.2 

4000 4000 1 .OO 0.8 0 0 0 

5000 4800 0.96 0.8 (+) 200 .W 02 

6000 5600 0.93 0.8 (+) 400 .07 0.2 

7000 6400 0.91 0.8 (+) 600 .09 0.2 



15.4.4 f%?l m (Investment Function) 

d f h  % @ WCh f % h  : (Induced Investment and Autonomous Investment) 



m h ~ a r m & * - * , e m , ; r p - *  
c i E i ~ T M m f l w m m ~ w ~ 9 9 ~ m 3 i m  
d ~ . r f f r n 1 % 1 1 , W a ~ * f $ ; j ( 1 5 . 6 * ~ k ~  

* I  11, rn X-aa 3 i m  k * ~  m rn 8 fSi h i m  01 

& 3 i 9 2 1 3 i m m t W m % 1 & 3 ~ ~ t i m m w d $ ? t t  
(OY VT OY,) 

(Rs. in crore) 



marfaabJ l , i ih . rm * m & m v * g m & 7 j ; ~ * * q * & m - ~ m  
Vim (Marginal Efficiency of Capital T@f MEC) & 3VMiVTI W & @TI Wil % I 

* ? ~ ~ & ~ < r n ~ d ~ ~ ~ ~ ~ 7 j ; ~ r f ~  
f 3 i s r % d ? r f t h s r f m ~ ~ m 7 2 ; ~ m ~ d M f l ~ b ; m  
~ ~ 8 l @ ~ , q ~ ~ & i ; ; r m a % 1 9 6 ~ m * & ~  
i m m b f 3 ~ ~ ~ $ m p f f T m f t a m & ~ $ b 1 w u m ~ d ? r m 4 W ~ m  
~ ~ m f d ~ ~ ~ & m m 3 ~ ~ m ~ m  
d e f l m & m m & T % l  

R,, R,, R, ........................ R" = ~ ~ ~ r f * 3 T m l  



Investment (Rs. in crore) 



15.4.5.1 VI37 rlh : (Aggregate Demand) 

15.4.5.2 WTTl 6 (Aggregate Supply) 



h 15.8 
C,+I (Aggregated Demand Curve) 

IncomeNear ( Rs. in thousand crore) 

Income/Year(Rs.in crore) 



3lFl ?+! W -mft 5000 & d * T4  fr?l m (AD), (AS) * 3 T h  ft 
I 5TEFJT bi ffrc e rn F?R 3000 T$t'S d &?I, (AD) 3400 & 

d f r s f t d ( A S ) + m 3 O O O * d f r s f f l m % b i m @  4- 
i 3 3 m , ~ d & m b i f f r c , m * ~ ~ m M 8 1  
w ~ * m 3 @ m , & m ~ A D & A ~ ' F r n T ; T f t % , m @  

~ - . r f - J f r 1 ~ ~ 1 5 . 9 ~ ~ 4 l ~ s r l l 8 ~ p p f ; . h c m n ~ ~ ~  

F$i W (M 3000 i3dE d) f%?hTl * (200 T$t'S d) W 

( 2 o o & d ) * m f l - a m 3 @ m m m 8 1 w m s  
& 1 m f t 1  



IncomeNear (Rs. in thousand crore) 

IncomeNear 
(Rs. in thousand crore) 



h 1 5 . 1 1  * ~ ~ ~ ~ ~ ~ * ~ ~ R ~ J T ~ ~ T ~ , ~ E  
r n ~ ~ f n r ~ 1 m & f + = r w v f t 4 o o o ~ ~ r n ~  
h , f ? d f k i m & 3 r E m f n r a l T m & m * * m a l *  
~ f a a p m f n r a l m m m m m * ~ f i m a l m  
~ ~ ~ J @ ? I ~ E ~ ~ ~ ~ ~ % ~ ~ s = ~ ~ ; F I ~ ~ ~  

* ~ ~ a ~ m m * ~ m b ; - . ~ m r ; r f i ~ ~ w r n  
W WIT f i  rn FMl$t f i  (Effective Demand) $ & 2 I F3l? * T 5000 a 1 

IncomeiYear(Rs. in thousand crore) I 



w b 3 . b  15.11 a W T J l W ~ C h b ~ ~ l $ f % T 3 m W . r f *  

C,+C ~ ~ ~ I ~ ~ ~ T N + T W T M T ~ T N + T ~ ~  
?Tm921 3x-wP-i a k3-q m % a 2000 * & a % T!, * 
~ 2 0 0 0 ~ & f ? W W I W l ~ & ~ ~ a b ~ ~ ~ l W  

m $I v 3Whl 2000 b * (=2000 a+ab) F$l m $I ST * TTId T! 

ch+cg am m?i g c,+c, t Wicd @ wm13 w f i  
3 1 ~ , + ~ ~ * ~ , a ~ ~ ) r i r ~ ~ l ~ m m r n b m m ~  
f W 3 f i w m a i ; * J i a m ; ~ l l z l * 3 1  

IncomeNear (Rs. in thousand crore) 



q f 
(D 

3 3 $ 8  
a s  

F. 3 2 
ZPb 2 
5. t z. 
g2 a,#! 
:as 
g $ 3  
w g  2 
0. a 
k P 
m Z 
9 3 
3 "I. 
- 0  Y 

Incomenear (Rs. in thousand crore) 





15.5.2 yJm (The Investment Multiplier) 



AY 
A1 = AY-AC M P C  - - * K=-, a!qq 

A1 AY AY AY 

1 1 
3TW K =  3 K=-- 

1 - MPC M PS 

MPC MPS K 

1 2 3 

1 0  0 * 
0.9 0.1 1 .O 

0.8 02 5 

0.7 0.3 1 0/3 

0.6 0.4 2.5 



K W?h d fr 1/1-MPC & F l R f T b V l 8 1  * MPC m Vf&lj 3 1  
d ~ ~ % l ~ 7 f t ~ h 1 ~ & ~ * ~ ~ ~ = . 5 , i J u r J j  

K, 2 f r m l  3 t h m M P C = . 7 5 , ' J J l T K  4 f r m l  



x & m 3 m n % 1 I ~ ~ s m ~ ~ % d t r y ~ ~  

?V fhl I TRTtXT bi 4R MPS = .5, y K, 2 &JIT dk I MPS =.75, 
F K, 413 = 1.33 &JIT I 

* ~ d * m & f i m * & g , m & * 3 m n m  
~ ~ $ I & ~ % ~ * ~ ~ ~ M ~ B Y = C + I & C & W  
% , I ~ T q q % * ~ * m * l ~ ~ ~ - m ~ d k ~ &  
~ ~ ~ ~ - & ~ h % 1 m v h m m m m M m 8 1 w m  
* c d k ~ b i ~ m ~ * ~ h $ l ~ ~ b i c = c ~ b i 3 ; i 9 * ~  
X W K ~ ~ % I  & C , M P C  $ F ~ R * Y = C Y + I  & ~mbi  WY 

&fiR+lZmm%l-mm!m*l 

Y - c Y = I  

-m Y  (1-c) = I 

m 4 R * ~ 1 b i m @ m 8 d f i * @ ~ ~ b i m M 1 m  
W % F X ~ A I  * A Y + I X ~  2 1  

dm*% 

=Y+AY=- 

I-c 1-c 

* d m a l  

V AYIAI = l(1-C) = K 



~rmmfa&~l ,+g~m 15.5.3 TRW'fl iWl (The Government Expenditure * -  
Multiplier) 

Y = l l (1-c)  [ I  + GI ...................... (ii) 

Y + AY = 11 (1-c) [ I+G+ AG] ........................ (iii) 

Y = 1 / ( 1 - c ) [ I + G ] , *  (ii) 3 f%TlTTTl* I  W?kWJl qW'$ 3 t h Y  
& ll(1-C) [I+G] WWl 4 3 f h  d W 3f7TI, 

AY = 11 (I -c) [AG] 

15.5.4 rn (Tax Multiplier) 



Y = [- cT+I + GI/ (1 - c) .......................... (ii) 

Y + AY = I* [-c(T + AT) + I + G]/(l-C) 3 

Y = [-cT + I + GI 1 ( l -c) d3I (ii) 3 3 Wl 3 FI 3h? Y d 
3lk & [-cT+ 1 + G] / ( l - C )  3 d $ 1  & W GI3 3- 

AYIAT = -cl ( l -c) ................. (iii) 

15.5.5 TkJf%l3 3'GiZ (Balanced Budget Multiplier) 



Y(l - c) = -cT + I + G ................. (ii) 

~ - G + ~ A G * ~ ~ ~ T ~ * A T @ & ~ & A T = A G * ~ :  

Y + AY = [-c(T + AT) + I + G + AG] / (1-C) 

Y + AY = [-c(T - CAT + I + G + AG] 1 (1-C) 3 

................. AYIAG = (1 -c) /(1 -c) = 1 (iii) 

- r r R ~ ~ ~ d 1 0 * 3 i 9 1 1 ~ & ~ ~ d 1 0 * 3 i 9 t l  
~ ~ W * ~ & T h ~ ~ l o W k W d * d $ l ~ ~ ~  

- 4 ~ @ 3 T F ; r R c r a m ~ f $ ; r r * ~ T h * m 4 * 1 0 * * 3 l %  
f A 1 ~ m 4 ~ ~ m , - \ - s c l . . t m ~ ~ @ i r n f ? k ~ 1  

15.5.6 (Export Multiplier) 



C = c (Y-T) 

Y = c (Y-T) + I + G + &-my 

~ m - m ~ m r ~ ~ ~ d & d ~ r n 3 ~ ~ ~ @ r n % :  

Y + AY = [-CT + 1 + G + & + A&] / [ I-c + m] a 

Y + AY = [(-CT + 1 + G + E) / (1-c + m)] + A & /  [1-c + m] ................. (iij) 

+@5 Y = [ - c T + 1 + G + ~ ] / [ l - c + m ]  

fSi (ii) 3 m %, m d d~ Y [-cT+ I + G + E] / [ l - c  +m] * 
m ~ 2 1 ~ m ~ % :  

1) (i) ~ ~ f S i % % ! l ~ 1 0 0 * F d ~ 2 , & ? ~ ~ ~ = . 3 3 a ? ~  

m*f3ia;ft*M? 



iii) d % m W q  1 0 0 * W f i ~ @ T h d ? i l % ? i ~ ~  
W f  h V$F/ q  EFKFh @ frJPt WTRj MPC=.33 
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of return) b, & 3 ?R inf d I m gr;r 6 rlh mi yv ir, & 4~mrp4 f+k~ 
in % I  

ii) ~ : ~ ~ : ~ - ~ z r r ~ ~ ~ l ~ ~ W O E ~ Z W T f i f i ; m  

% 1 

iii) 3 i u r - ~ : V E : ~ m & M ~ * 3 ~ ~ W O E ~ & W ? E M  

~ 3 1 s ? m a m i a T R I m R s k f ? % 1  

(vi) df&l &@t [(l/p).dp/dt] : W%?l CT T F T F l  +8 &md f lzTT 

f h h v m * n 9 g r ; r ~ ~ m M % 1  

Md=f [p, w, r-(llr) (drldt),llp(dpldt),l] 
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r n * * ~ 3 ~ m m & ~ F T ' ~ - & * d ~ ; r r d % l  
3 : rn 3377#jf3, m, aw 3TPd (Moderate, galloping 

and hyper inflation) 



m : m & m m & m m m m & - e  
(demand-pull inflation) TlW ?TFKKWJ 9-W (Cost-push inflation) 4 Wf@Ci 4% 

~ ~ 1 ~ ~ 3 T z f 4 n w * 3 1 s m f i & m f l & d 4 ; A ~  
* + l ~ f l - u e r t * d 4 % * 2 1  



Aggregate Demand and Supply 

* m e m Z i h m 3 * * * 1 * * *  
T F & T ~ R ~ ~ ~ ~ T - ~ J ~ T I ~ ~ ~ I ~ X ~ T ~ ~ T I ~  
~ h w d * M ~ ~ m 3 . * , m f l w m c ~ l *  
m J m W h & * m m & $ , & * w W m * ~ ~ &  
* ~ 3 f t 3 ~ m ~ * l ~ ~ ~ & 3 f t 3 ~ 3 ~ ? i f ~ m  
* I W T T I T T I * C V ~ ~ W + V W W % F X T % Y T & ~ I F  
r n ~ M + + 7 ~ * 3 f t 3 m ~ * m M f l w m *  
5 m i T * m ( Y ) ~ F p T ; I M 4 m d m m  

b&? = 7 ;; fl d7, m h (C), f%Y (I) flw Fmfv?l m 



0 Y, Income 



& 19.3 TKTFI d a @ ?TW @-w Jit f&RWjI ?tift 31 3Tzl AS, 
$ m ~ s , w f t ~ " r 3 m ~ 3 1 ~ 3 ~ z l J t R ~ 3 m ~ ~  
d w * a ~ f ~ & a ~ , m ~ , r n w ~ d i t +  
w ~ a ~ , r n r n f ~ ~ m ~ , ~ r n ~ a m r n ~ ,  
" r ~ - f m r ~ l  



M * m p m b i m & w m f * d * 2 , a & m  
~ w @ b i i ; m 3 f $ z f % m ~ 2 1 ~ ? m a a w m ~ M  
+ m ~ ~ ~ ; T f t ~ m t r 1 m ~ M b i ~ 3 ; r M +  
a*, f3M gsrr (w 93R;iT aw M-br Ti; m &J), 0 avr $ 3 ~ 3  
qfaw3ir (m, +a, rn &) ~ i l  m a  8 1  wz~ 3 mz~ f b T I - 3  

~ m ~ w 3 f t ~ f m ~ w m ~ m % l  
~ m m ~ m , e m * f m w * w w ? P I  
~ m s i r d * m m H ~ l m m M a 3 m ~  
2 1 ~ m - v n ~ ~ ~ ~ a ? T i ; w w w & ~ ~ t r m ~ ~  
~ ~ 3 T r 2 l m ~ f 3 j ~ m h m d ~ ~ l  



m ~ % m * ~ & m ~ * & % l a * m & m  
s m ~ ~ ~ % m ~ q l ~ * 8 x 1 ~ r n ~ * ~ ~  
~ f % c m ~ ~ & f ; ; i P ~ ~ r n ~ & ? ~ % ~ r n ~ ~  
& m ; n m f m * m d m h ~ l m ~ d * m  
3 $ m & 3 : F * @ g ~ m a w d * m m m * m  
T F j t ~ ~ ~ ~ ~ ~ 1 ~ ~ : ~ ~ ~ ~ 3 f ~ 3 i r ~  
. i i . r I p ; ~ 9 * 8 a ~ % 1 m , m $ r m & m M + h m m ? m  
~ ~ ~ f % + $ ~ r n d % f % ~ f r ~ p d * r n + i i r T ~ f r ~  
8 a w M m w m % 1 h i 9 . 4 t i m & ? h 3 f 3 % @ &  
AS, R f  '47 & & h AD, * G3F? AD, fr;f T! 4 8, 
? ? f % 3 F i m ~ ! f % ? m & & m ~ g ; ~ : A D , m 5 = @ n ~ ? t l  

A", 

-- AD, 

income 1,t.b. t.! 

fSir 19.4 WT!J VT. AD, M? AS F, T V q  ( -!e#sectj 
% ~ J r m m r W Y , * J U n z f t . m t T S i l ~ P ? , ~  -3-w m a *  
m 3nqp qh AS,& ak a % x l  t i  s-ii UI-T 9 ~ 7  P .': mm ~ , d  & 
8157;;r$l-m?zftndt ~ m a n ~ ~ ~ ~ ~ m % ~ m m  
3 t h 3 h 1 3 T f & & m & * & B l ~ s f t H c ~ ~ * r n $ & m m  
~ $ l d h i t ? d i J i 3 ? r W T ! J - . R - . m A D 2 i r J i f i & l @ z f t s ; f @ W  

~ , ~ & w g ~ , m r n m ; r m J i s  fi~ 





m ; f * * 4 m F t r ~ a m ; f * a * m ( d B ~ m ~  
~ ; f & ~ . P r f f b r m d h ~ ~ ~ % ) ~ ~ ? s ~ f ~ ~ m ~  
3-1 (Stagnation) aW G7h W2T-WzT % 1 



3 f h i 9 7 o b i m $ f W M m ~ ~ d ~ ~ m m m  
q ~ ~ ~ m q % r f 3 m f & ~ d ~ , ~ a m $ ~ b i  
; F I T V - ~ V  &!l& $3 m ";PI s ?& % &i w l  d l  (Stagflation) $3 
R z r f t r n T $ % l  

UL UZ Unemployment Rate 





-- : p m g d a m * m m m - m  
m r ? ; A m 1 m m v q d m &  
FiWXll (subsidy) ";R fi Wl4l 8 1 d Jim: 

dd&prn*3rn&birnm 
m & m & 3 1  
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m $ar m d 

1 Gm'l 4 *91m 
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(ii) w 6Nh 200 w m  150 + 50 

WF!l?&iTirePl950 1100 - 150 

m #an akw +i 
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(iv) 200 q ? r m ~ ~  100 + 100 
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3) SFh TRR bi fi TWFi 20.3.2 l 

4) & TRR bi fi TWFl 20.3.2 I 

5)  SFh TRF! bi fi VNPl 20.3.2 I 

6) SFh TRR bi f&T 20.3.3 I 

7) & TRR bi fi TWIT 20.3.3 rn I 
dq m 3 

1) SFh TRF! bi fi TWIT 20.4.2 I 

2) & W bi f?R -20.4.1 rn I 
3) SFh TRR bi fi WPlTJl 20.4.2 I 

4) & TRR bi fi TWIT 20.4.2 I 

5) 3mil am bi k - m n  20.4.1 rn I 
d q m  4 

1) &TRF!bif?R?rm20.5*1 

2) SFh bi fi TI 20.5 aw YWFT 20.5.1 -8&y I 

3) SFh TRR bi fi T3rPVl 20.5.1 I 

4) & bi f&T ~~~ 20.5.1 tf$rI I 

Frm 5, 6 @ 7 & f&T SFilT 20.5.1 d I 
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Price, Cost, Benefit 
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, MPC = -.FpmnWm 

MEC = - . F p m n w m  

MSC = h T l l T R m m  
.'. MSC = MPC + MEC 

m m  
MPB = TbTITif%hMFV7 

MEB = T?PTRivMm 

MSB = h T l l T R m M m  
:. MSB = MPB + MEB 

~ C F d 3 " T T l  55lFIl ?ZTll% fSi MSC 3h3 MSB 3mT;TfiI @ MSB 
> M S C & r n ~ $ m " ~ h ~ ~ f m r l  
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b i q l ~ ; q q * ~ ~ ~ ~ l ~ r n m ~ b i f i *  
q m * l e * b i ~ m e & - m m m -  
~ ~ m f i ~ 2 1 ~ m b i ~ ~ ~ " ; P 1 9 f t ~ ~ w  * I 



Bhatia, H.L, Public Finance (Latest edition) Vikas: New Delhi 

Browning, Edgar and Jacquelene Browning (1994), Public Finance and Price 
System (Fourth Edition) Prentice Hall: Englewood Cliffs New Jersey 

Musgrave, Richard A. and Peggy B. Musgrave (1989), Public Finance in Theory 
And Practice (Fifth Edition) McGraw-Hill International Edition: New York 

Stiglitz, Joseph E. (1994), Public Sector Economics, Third Edition, W.W. Norton 
& Co.: New York 


	Unit1.pdf (p.1-13)
	Unit2.pdf (p.14-31)
	Unit3.pdf (p.32-40)
	Unit4.pdf (p.41-67)
	Unit5.pdf (p.68-101)
	Unit6.pdf (p.102-121)
	Unit7.pdf (p.122-137)
	Unit8.pdf (p.138-154)
	Unit9.pdf (p.155-174)
	Unit10.pdf (p.175-190)
	Unit11.pdf (p.191-215)
	Unit12.pdf (p.216-238)
	Unit13.pdf (p.239-262)
	Unit14.pdf (p.263-286)
	Unit15.pdf (p.287-328)
	Unit16.pdf (p.329-343)
	Unit17.pdf (p.344-355)
	Unit18.pdf (p.356-373)
	Unit19.pdf (p.374-390)
	Unit20.pdf (p.391-415)
	Unit21.pdf (p.416-436)

