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Business Economics 

Chapter 1 

Nature & Scope of business Economics 

Unit I 

Introduction 

The key topics of this chapter that you should must study are: 

 

1. Introduction to Business Economics: This topic covers the meaning of business and its 

economic activity. It introduces the concept of creating net value added through the 

transformation of inputs into outputs. It also discusses the various types of businesses and 

goods/services. 

2. What is Economics: This topic explains the origin of the term "Economics" and its 

relationship with the Greek word "Oikonomia". It highlights the book "The Wealth of 

Nations" by Adam Smith as the first modern work of Economics. 

3. Nature and Scope of Business Economics: This topic explores the definition and scope of 

Business Economics. It distinguishes between microeconomics and macroeconomics and 

explains how Business Economics incorporates elements of both. It also discusses the basic 

economic problems of what to produce, how to produce, and for whom to produce. 

4. Difference between Economics and Business Economics: This topic compares and 

contrasts Economics as a discipline with Business Economics. It discusses their meanings, 

characteristics, main tasks, nature, scope, branches, and concerns. 

5. Microeconomic Theories applied to Business Decisions: This topic focuses on the 

application of microeconomic theories to business decisions. It discusses the importance of 

demand analysis and forecasting, production and cost analysis, inventory management, 

market structure and pricing policies, resource allocation, and theory of capital and 

investment decisions. 
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The approach to revise this chapter would be to: 

1. Start by understanding the overall structure and organization of the chapter, including the 

main topics and subtopics. 

2. Read the text carefully, paying attention to the explanations and definitions provided. 

3. Take notes while reading, highlighting key points and concepts. 

4. Review the text multiple times to reinforce understanding and memorize important 

information. 

5. Create study aids such as flashcards or summaries to help with further revision. 

6. Practice applying the concepts learned through solving practice questions and case 

studies. 

7. Seek clarification or additional resources if there are any concepts that are still unclear. 

8. Review the chapter again before any assessments or exams to ensure a solid 

understanding of the key topics. 

Unit II 

Introduction 

Basic Problems of an Economy & Role of Price Mechanism 

The key topics of this chapter that you must study are: 

 

1. Basic Problems Faced by an Economy: You should focus on understanding the concept of 

scarcity and how it affects economic systems. They should also learn about the limited 

availability of resources and their alternative uses. 

2. Different Economies and their Solutions to Basic Economic Problems: you should study 

different economic systems such as capitalism, socialism, and mixed economies. They 

should learn how each system tackles the problem of scarcity and allocates resources. 
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3. Role of Price Mechanism in Solving Basic Economic Problems: you should understand 

the concept of price mechanism and how it helps in solving the basic economic problems. 

They should learn about the interaction of supply and demand, price determination, and 

how prices allocate resources. 

 

Approach to Revise this Chapter as a Student: 

To effectively revise this chapter, you can follow these steps: 

1. Read the text carefully: Start by thoroughly reading the text provided. Pay attention to 

the details, definitions, and examples given. 

2. Take notes: While reading, take notes on the key points, definitions, and examples 

discussed in the text. This will help you in summarizing the chapter and retaining the 

information. 

3. Review learning outcomes: Refer back to the learning outcomes listed in the text. Make 

sure you understand and can explain each outcome. If there are any concepts or terms that 

you are unsure about, review them in more detail. 

4. Break down the chapter into key topics: Identify the key topics discussed in the chapter. 

Make separate notes or flashcards for each topic. Focus on understanding the main ideas, 

examples, and explanations for each topic. 

5. Use additional resources: If you find any concepts difficult to grasp, consult additional 

resources such as textbooks, online articles, or videos. These resources can provide different 

explanations and examples that may help clarify your understanding. 

6. Test yourself: Take practice quizzes or create your own questions to test your knowledge 

and understanding of the chapter. This will help reinforce the information and identify areas 

where you may need further review. 

7. Discuss with classmates or teachers: Engage in discussions with your classmates or 

teachers to clarify any doubts or misconceptions you may have. Discussing the concepts and 

ideas with others can help deepen your understanding. 
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8. Review and summarize: Finally, review your notes and summarize the key points and 

concepts in your own words. This will help consolidate your knowledge and prepare you for 

any assessments or exams. 

By following these steps, you students can effectively revise the key topics of this chapter 

and ensure a comprehensive understanding of the subject matter. 

 

Chapter 2 

Theory of demand and supply 

Unit I 

Law of demand and elasticity of demand 

The key topics of this chapter that you must study are: 

1. Meaning of Demand: you should understand that demand refers to the quantity of a 

good or service that buyers are willing and able to purchase at various prices during a given 

period of time. They should also understand that desire alone does not constitute demand, 

as it needs to be backed by purchasing power and willingness to pay. 

2. Determinants of Demand: you should learn about the factors that influence the demand 

for a commodity, such as the price of the commodity, price of related commodities 

(complementary goods and competing goods), consumer income, tastes and preferences, 

population, and expectations. They should understand the nature of the relationship 

between these determinants and demand. 

3. Law of Demand: you should understand the law of demand, which states that there is an 

inverse relationship between the price of a commodity and the quantity demanded, ceteris 

paribus (assuming other factors remain constant). They should understand the concept of 

income and substitution effects that explain why this relationship exists. 

4. Movement along the Demand Curve and Shift of the Demand Curve: you Students 

should learn the difference between movement along the demand curve and shift of the 

demand curve. Movement along the demand curve occurs when there is a change in price, 
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resulting in a change in quantity demanded. Shift of the demand curve occurs when there is 

a change in any of the determinants of demand, resulting in a change in demand at every 

price. 

5. Elasticity of Demand: you should define and measure elasticity of demand, which is the 

responsiveness of quantity demanded to a change in price or any of the other determinants 

of demand. They should learn about price elasticity of demand, cross elasticity of demand, 

and income elasticity of demand, and how to apply these concepts. 

6. Determinants of Elasticity: you should understand the factors that determine the 

elasticity of demand, such as the availability of substitutes, necessity or luxury nature of the 

good, proportion of income spent on the good, and time period under consideration. 

7. Theory of Consumer Behavior: you should study concepts like marginal utility analysis 

and indifference curve analysis, which explain how consumers make choices and allocate 

their limited resources to different goods and services. 

 

To revise this chapter one should: 

1. Read the chapter carefully, ensuring that every concept and topic is understood. 

2. Take notes while reading, summarizing the key points and definitions. 

3. Create flashcards or a study guide with important terms, formulas, and concepts. 

4. Practice solving numerical problems and answering questions related to the topics 

covered. 

5. Review any additional materials provided by the teacher, such as lecture notes or 

supplementary readings. 

6. Seek clarification from the teacher or classmates if there are any doubts or areas of 

confusion. 

7. Review the chapter multiple times, testing understanding and knowledge retention 

through practice quizzes or by explaining the concepts to someone else. 
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Unit II 

Theory of Consumer behaviour 

The key topics of this chapter are: 

1. The meaning of utility and its importance in consumer behaviour. 

2. How consumers try to maximize their satisfaction by spending on different goods. 

3. The law of diminishing marginal utility and its effects on consumer behaviour. 

4. The concept of consumer surplus and its implications. 

5. The meaning of indifference curves and price lines, and how they explain consumer 

equilibrium. 

6. The nature of human wants and their characteristics. 

7. The classification of wants into necessaries, comforts, and luxuries. 

8. The competitive and complementary nature of wants. 

9. The subjective and relative nature of wants and utility. 

10. The factors that influence wants, such as income, taste, fashion, advertisements, and 

social norms. 

11. The psychological concept of utility and its difference from usefulness or ethical values. 

12. The concepts of total utility and marginal utility, and their relevance in consumer 

behaviour. 

 

To revise this chapter, it is important to: 

1. Read the text carefully and underline or highlight important points related to the key 

topics mentioned above. 
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2. Take notes and make summaries of each key topic, explaining the main ideas and 

concepts. 

3. Create flashcards or mind maps to visually organize the information and make it easier to 

remember. 

4. Practice solving examples and exercises related to utility, consumer surplus, and 

indifference curves. 

5. Review any additional resources or textbooks recommended by the teacher to deepen 

your understanding. 

6. Discuss the key topics with classmates or form study groups to exchange ideas and clarify 

doubts. 

7. Test yourself with quizzes or past exam questions to assess your knowledge and identify 

areas that need further revision. 

8. Review the limitations and criticisms of the concepts discussed in the text to have a well-

rounded understanding of the subject. 

9. Connect the concepts to real-life examples or case studies to better understand their 

practical implications. 

10. Review and revise the material regularly, spacing out the study sessions over time to 

facilitate long-term retention. 

By following this approach, students can ensure a thorough understanding and retention of 

the key topics in this chapter. 

 

Unit III 

Supply 

 

The key topics of this chapter are: 
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1. The meaning of supply 

2. Determinants of supply and elasticity of supply 

3. The law of supply 

4. The difference between movements on the supply curve and shift of the supply curve 

5. The concept of elasticity of supply with examples 

6. How the concepts of demand and supply can be used to determine price 

 

The approach to revise this chapter would be: 

1. Start by understanding the meaning of supply. This involves understanding the role of 

sellers in a market economy and how they contribute to the supply side. 

2. Study the determinants of supply and elasticity of supply. Understand that price is an 

important consideration, but there are other factors such as the prices of related goods and 

factors of production that influence supply. Learn specific examples to reinforce 

understanding. 

3. Learn about the law of supply, which states that as the price of a good or service 

increases, the quantity supplied increases, and vice versa. Understand the relationship 

between price and quantity supplied. 

4. Differentiate between movements on the supply curve and shift of the supply curve. 

Movements refer to changes in quantity supplied due to price changes, while shifts refer to 

changes in supply due to factors other than price. Learn to identify and interpret these 

changes on a supply curve. 

5. Understand the concept of elasticity of supply with examples. Elasticity of supply 

measures the responsiveness of supply to changes in price. Learn how to calculate and 

interpret elasticity of supply using specific examples. 
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6. Finally, understand how the concepts of demand and supply can be used to determine 

price. Study how the interaction of demand and supply curves in a market equilibrium 

determines the price at which goods or services are bought and sold. 

To revise this chapter effectively, it is important to read the text carefully and take notes. 

Review the key points and concepts, and make sure to understand the examples and apply 

them to different scenarios. Practice solving problems and answering questions related to 

the topics covered in this chapter. Seek clarification from teachers or classmates if there are 

any areas of confusion. 

 

Chapter 3 

Theory of Production and Cost 

Unit I 

Theory of Production 

The key topics of this chapter are: 

1. Objectives of an enterprise: This section discusses the different objectives that an 

enterprise can have, including economic objectives (such as profit maximization), social 

objectives, and national objectives. It emphasizes the need for enterprises to prioritize and 

balance these objectives. 

2. Factors constraining an enterprise's actions: This section highlights the factors that can 

constrain an enterprise's actions, including lack of knowledge and information, government 

restrictions, infrastructural inadequacies, supply chain bottlenecks, changes in business and 

economic conditions, and events such as inflation and rising interest rates. 

3. Problems faced by an enterprise: This section discusses the various problems that an 

enterprise can face throughout its lifespan. These problems include conflicts among 

objectives, location and size decisions, and selecting and organizing physical facilities. 

To revise this chapter, you should: 
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1. Carefully read and comprehend each section of the text, paying attention to the main 

ideas, examples, and explanations provided. 

2. Take notes on the key topics and subtopics discussed in the chapter, summarizing the 

main points in your own words. 

3. Review any diagrams or charts included in the text, making sure you understand their 

significance and how they relate to the concepts being discussed. 

4. Consider how the information in this chapter connects to previous chapters or topics you 

have studied, identifying any relationships or patterns. 

5. Reflect on the real-world implications and applications of the concepts discussed, thinking 

about how they might be relevant in business or economic contexts. 

6. Create flashcards or study guides with key terms, definitions, and examples to help 

reinforce your understanding of the material. 

7. Review any practice questions or exercises provided at the end of the chapter, attempting 

them and checking your answers to assess your comprehension and identify any areas for 

further study. 

8. Seek clarification or additional resources, such as textbooks, online articles, or video 

tutorials, if you still have questions or need more information on specific topics. 

Unit II 

Theory of Cost 

The key topics of this chapter that students must study include: 

1. Meaning and Different Types of Costs: you should understand the concept of cost and be 

able to differentiate between the different types of costs, such as accounting costs and 

economic costs. 

2. Cost Function and Difference between Short-Run and Long-Run: you should be familiar 

with the cost function and understand the difference between short-run and long-run cost 

functions. 
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3. Linkages between Production Function and Cost Function: you should understand how 

the production function and cost function are related, and how changes in the production 

function can impact costs. 

4. Economies and Diseconomies of Scale: you should learn about economies of scale and 

diseconomies of scale and the reasons for their existence. They should understand how 

factors such as size of output and scale of operations can affect costs. 

To revise this chapter effectively you can follow these steps: 

1. Read the text carefully: Read the entire text thoroughly, paying attention to each 

sentence and paragraph. Take notes if necessary to ensure you understand the main ideas 

and concepts discussed. 

2. Review the learning outcomes: Take note of the learning outcomes listed at the 

beginning of the text. Make sure you understand what you should be able to explain or 

define after studying this chapter. 

3. Break down the text into sections: Divide the text into smaller sections based on the key 

topics mentioned above. This will help you focus on one topic at a time and ensure you 

cover all the important information. 

4. Summarize each section: After reading and understanding each section, summarize the 

main points in your own words. This will help you reinforce your understanding and make it 

easier to review later. 

5. Review definitions and explanations: Pay special attention to any definitions or 

explanations provided in the text. Make sure you understand the meaning of key terms and 

concepts, and practice explaining them in your own words. 

6. Make connections and examples: Try to connect the concepts and ideas discussed in the 

text to real-life examples or scenarios. This will help you apply the knowledge and deepen 

your understanding. 
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7. Practice with exercises or questions: Test your understanding by answering the multiple-

choice questions provided at the end of the text. Make sure you can explain the reasoning 

behind each answer choice. 

8. Review and revise: Once you have gone through all the sections and completed the 

exercises, take some time to review and revise the material. Focus on any areas where you 

feel less confident and seek additional resources or clarification if needed. 

By following this detailed approach, you can ensure a thorough understanding of the key 

topics in this chapter and be well-prepared for any related assessments or exams. 

 

Chapter 4 

Price determination in Different Markets 

Unit I 

Meaning and Type of Markets 

The key topics of this chapter include the meaning and nature of economics, the meaning 

and scope of business economics, basic economic problems, the difference between 

economics and business economics, and the application of microeconomic and 

macroeconomic theories to business decision-making. 

The best approach to revise this chapter would be to start by reading the text carefully and 

making notes on the main points of each topic. It is important to understand the meaning of 

economics and how it relates to business economics. Additionally, understanding the basic 

economic problems and how they are addressed in business decision-making is crucial. 

Next, focus on the difference between economics and business economics, noting the main 

characteristics and tasks of each. This will help in developing a clear understanding of the 

scope of business economics and its specific focus on profit theory and operational issues 

within a business organization. 

To further strengthen understanding, it is recommended to study the application of 

microeconomic theories to business decision-making. This includes topics such as demand 
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analysis and forecasting, production and cost analysis, inventory management, market 

structure and pricing policies, resource allocation, and the theory of capital and investment 

decisions. Take notes on the main concepts, theories, and tools discussed in each of these 

areas. 

Finally, to revise and consolidate the chapter, it would be beneficial to review and 

summarize the key points of each topic, and practice applying the theories and tools to 

hypothetical business scenarios. This can be done by answering questions or solving 

problems related to each topic. Additionally, discussing the main ideas with classmates or 

seeking clarification from the instructor can further enhance understanding and retention of 

the chapter content. 

Unit II 

Determination of Prices 

The key topics of this chapter are: 

1. Determination of Prices: This topic covers the concept of prices as the expression of 

exchange value and the value of services rendered by factors of production. It explains the 

importance of price determination in Economics and how demand and supply interact to 

determine the equilibrium price in a free market. It also mentions how government 

intervention can sometimes affect price determination. 

2. Equilibrium Price: This topic explains the concept of equilibrium price, which is the price 

at which the quantity demanded equals the quantity supplied. It discusses how the 

equilibrium price is determined through the interaction of demand and supply in a market. 

It also introduces the concept of stable equilibrium, where any disturbance to the 

equilibrium is self-adjusting and the market returns to equilibrium. 

3. Market Mechanism: This topic discusses how the market mechanism or price mechanism 

ensures stability in equilibrium. It explains how prices rise or fall in response to market 

imbalances (excess supply or shortage) and how these price movements help restore 

equilibrium by affecting the quantity demanded and supplied. 
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4. Changes in Demand and Supply: This topic mentions that the previous analysis was done 

under the assumption of ceteris paribus (all else constant) and introduces the factors that 

can cause changes in demand other than price, such as income, tastes and preferences, 

population, technology, and prices of factors of production. This topic suggests that 

students should also study the impact of these factors on equilibrium prices and quantities. 

To revise this chapter effectively, you should: 

1. Familiarize yourself with the concepts of price determination, equilibrium price, and 

market mechanism. 

2. Understand the relationship between demand and supply in determining equilibrium 

price. 

3. Learn how equilibrium is achieved and maintained through price movements. 

4. Study the factors that can cause changes in demand and how they affect equilibrium 

prices. 

5. Practice analyzing scenarios and predicting the effects of changes in demand and supply 

on equilibrium prices and quantities. 

6. Review examples of government intervention in price determination and understand the 

rationale behind such interventions. 

7. Use charts and graphs to visualize the relationships between price, demand, and supply. 

8. Take notes and create summaries of each topic, focusing on key concepts and their 

interconnections. 

9. Test your understanding by solving practice problems and discussing the solutions with 

peers or teachers. 

10. Review and revise regularly to reinforce your understanding and retention of the 

material. 

 

Unit III 
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Price output Determination under Different Market Forms 

The key topics of this chapter that you must study are: 

1. Characteristics of different market forms: The chapter discusses the four main market 

structures - perfect competition, monopoly, monopolistic competition, and oligopoly. you 

should understand the main characteristics of each market form, including the number of 

buyers and sellers, product homogeneity, and the level of competition. 

2. Equilibrium price and quantity determination: you should learn how the equilibrium 

price and quantity of output are determined in different markets, both in the short run and 

the long run. They should understand the role of market demand and supply functions in 

determining the price and quantity exchanged. 

3. Long-run outcomes: you should understand what happens in the long run when firms are 

either incurring losses or making economic profits. They should be able to analyze how firms 

adjust their production and pricing strategies in response to market conditions. 

4. Welfare implications: The chapter also discusses the welfare implications of each market 

form. you should be able to evaluate the efficiency and equity outcomes of different market 

structures and understand how market structure affects consumer and producer surplus. 

 

To revise this chapter the following approach can be taken: 

1. Start by reviewing the characteristics of each market form. Create a table or diagram to 

compare and contrast the key features of perfect competition, monopoly, monopolistic 

competition, and oligopoly. 

2. Focus on understanding how equilibrium price and quantity are determined in each 

market form. Study the factors that influence demand and supply, and how they interact to 

determine market outcomes. Practice solving numerical problems related to price and 

quantity determination. 
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3. Pay attention to the concept of long-run equilibrium. Understand how firms adjust their 

production and pricing strategies in response to market conditions, and how this leads to 

changes in market price and quantity in the long run. 

4. Consider the welfare implications of each market form. Analyze the efficiency and equity 

outcomes of different market structures, and think about how market structure affects 

consumer and producer welfare. 

5. Review the main concepts and theories covered in the chapter, and make sure to 

understand the connections and relationships between them. 

6. Practice answering questions and solving problems related to the topics covered in the 

chapter. This will help reinforce your understanding and identify any areas that need further 

study. 

7. Finally, summarize the key points of the chapter in your own words. This will help solidify 

your understanding and make it easier to remember the information in the long term. 

Chapter 5 

Business Cycle 

The key topics of this chapter are: 

1. Meaning and definition of business cycles 

2. Phases of business cycles (Expansion, Peak, Contraction, Trough) 

3. Features of business cycles 

4. Causes of business cycles (internal and external factors) 

5. Relevance of business cycles in business decision making 

 

The approach to revise this chapter can be as follows: 

1. Start by understanding the meaning and definition of business cycles. Take notes and 

ensure clarity on the concept. 



 

Page 17 of 46 
CATESTSERIES.ORG 

2. Move on to studying the different phases of business cycles. Make sure to understand the 

characteristics and key indicators of each phase. 

3. Next, focus on the features of business cycles. Identify and make notes of the recurring 

patterns and fluctuations that occur during business cycles. 

4. Review the causes of business cycles. Differentiate between internal factors (such as 

fluctuations in effective demand and investment) and external factors (such as war, 

technology shocks, and population growth) that contribute to business cycles. Understand 

the impact of macroeconomic policies and psychological factors. 

5. Finally, explore the relevance of business cycles in business decision making. Understand 

how businesses can analyze and interpret the stage of the business cycle to make strategic 

decisions regarding production, investment, and resource allocation. 

 

To revise this chapter effectively, it is recommended to: 

- Break down the chapter into smaller sections and study them individually. 

- Take thorough notes and organize them in a systematic manner. 

- Use visual aids such as diagrams and charts to enhance understanding and retention. 

- Review and summarize each section after studying it to reinforce learning. 

- Practice answering questions related to the key topics to test your understanding. 

- Discuss any doubts or confusion with classmates or teachers. 

- Make use of additional resources like textbooks, online articles, or lectures to gain a 

comprehensive understanding of the topic. 

 

Chapter 6 

Price determination in Different Markets 

Unit I 
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National Income Accounting 

The key topics of this chapter that you must study include: 

1. Definition of national income: you need to understand the concept of national income 

and how it is calculated in order to have a clear understanding of the topic. 

2. Usefulness and significance of national income estimates: It is important for you to 

comprehend the importance of national income estimates in macroeconomic analysis and 

its relevance for businesses, government, policy makers, and decision takers. 

3. Different concepts of national income: you need to differentiate between the various 

concepts of national income. They should be able to understand the differences between 

Gross Domestic Product (GDP), Net Domestic Product (NDP), and National Income (NI). 

4. Different methods of calculation of national income: you must learn the different 

methods used to calculate national income, such as the expenditure method, production 

method, and income method. 

5. Measurement of national income in India: you should study how national income is 

measured specifically in the context of India. This includes understanding the role and 

responsibilities of the Central Statistical Organisation (CSO) and the State Directorates of 

Economics and Statistics (DESs). 

6. The system of regional accounts in India: you should learn about the system of regional 

accounts in India, which involves the compilation of State Domestic Product and other 

aggregates. 

7. Challenges involved in national income computation: you need to be aware of the 

challenges and limitations that arise when calculating national income. This may include 

issues related to data collection, accuracy, and representation. 

 

Approach to revise this chapter: 
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1. Start by reading the chapter carefully and making notes of the key concepts, definitions, 

and formulas. 

2. Review the definitions and explanations of national income, its usefulness, and its various 

concepts. Make sure you understand the differences between GDP, NDP, and NI. 

3. Familiarize yourself with the different methods of calculation, including the expenditure, 

production, and income methods. Understand how each method works and the data 

required for each calculation. 

4. Pay special attention to the measurement of national income in India. Make note of the 

roles and responsibilities of the CSO and DESs in compiling national income statistics. 

5. Take time to understand the challenges and limitations involved in national income 

computation. Think critically about how these challenges can impact the accuracy and 

reliability of national income estimates. 

6. Practice solving problems and numerical examples related to national income calculation. 

This will help reinforce your understanding of the concepts and methods. 

7. Review any additional resources or textbooks recommended by your teacher or 

professor. These may provide more in-depth explanations or examples to further enhance 

your understanding of the topic. 

8. Take breaks while studying and engage in active recall techniques, such as summarizing 

the chapter in your own words or discussing the main concepts with a study partner. 

9. Lastly, review your notes and practice answering any questions or quizzes related to the 

chapter. This will help solidify your knowledge and prepare you for any assessments. 

 

Unit II 

The Keynesian Theory of Determination of National Income 

The key topics of this chapter are: 
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1. Keynes' concept of equilibrium aggregate income: you must understand the concept of 

equilibrium aggregate income according to Keynes' theory. 

2. Components of aggregate expenditure in two, three, and four sector economy models: 

It is important for students to know and describe the different components of aggregate 

expenditure in different types of economy models. 

3. National income determination in two, three, and four sector economy models: you 

should be able to explain how national income is determined in different types of economy 

models. 

4. Functioning of the multiplier: you must understand how the multiplier effect works and 

its impact on aggregate income. 

5. Changes in equilibrium aggregate income on account of changes in its determinants: It 

is important for you to learn how changes in various determinants can affect the equilibrium 

aggregate income. 

 

To revise this chapter a thorough approach would be: 

1. Start by reading the text carefully to gain a general understanding of the topics covered in 

the chapter. 

2. Create a study guide or outline of the key topics mentioned above to organize you’re 

studying. 

3. Go through each topic one by one, referring back to the text for detailed explanations and 

examples. 

4. Take notes while studying to reinforce your understanding of each topic. 

5. Practice applying the concepts learned through exercises or problems related to each 

topic. 
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6. Review the text and your notes regularly to reinforce your understanding and retention of 

the material. 

7. If there are any areas where you are struggling, seek additional resources or ask for 

clarification from your teacher or classmates. 

8. Test yourself with practice quizzes or questions to ensure you have a solid grasp of the 

material. 

9. Finally, summarize the key points of each topic in your own words to solidify your 

understanding and prepare for any potential exams or assessments. 

Chapter 7 

Public Finance 

Unit I 

Fiscal Functions: An Overview , Central and state Finance 

The key topics of this chapter are as follows: 

1. The three-branch taxonomy of the role of government in a market economy: you must 

understand and be able to explain the three branches of government's role in a market 

economy, which are resource allocation, income redistribution, and macroeconomic 

stabilization. 

2. Governmental economic actions and classification: you should be able to analyze and 

classify different governmental economic actions according to their economic functions. 

3. Nature of finances and responsibilities of the center and state governments: you need 

to understand the financial nature and responsibilities of both the central and state 

governments. 

4. Mode of division of resources between the union and the states: you should have 

knowledge of how resources are divided between the central government and state 

governments. 
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To revise this chapter the following approach can be taken: 

1. Begin by reading the entire chapter carefully to understand the main concepts and topics 

discussed. 

2. Take notes while reading, highlighting important points and concepts. 

3. Create a study guide or summary of the chapter, organizing the key topics and concepts in 

a clear and concise manner. 

4. Review the study guide and test your understanding by answering questions or solving 

practice problems related to the key topics. 

5. Engage in active learning strategies, such as discussing the chapter with classmates or 

explaining the concepts to someone else to reinforce your understanding. 

6. Use additional study resources, such as textbooks, online articles, or videos, to further 

enhance your understanding of the key topics. 

7. Practice applying the concepts to real-world examples or scenarios to deepen your 

understanding and ability to analyze and classify governmental economic actions. 

8. Review and revise your notes and study guide regularly to reinforce your learning and 

ensure retention of the key topics. 

9. Seek clarification from your teacher or classmates if there are any concepts or topics that 

you find confusing or need further explanation. 

10. Finally, test your knowledge and understanding of the chapter by taking practice quizzes 

or exams to evaluate your progress and identify any areas that may require further review. 

Unit II 

Market Failure/ Government Intervention to correct Market Failure 

The key topics of this chapter that students must study are: 

 

1. Definition of market failure 
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2. Different sources of market failure 

3. Government interventions for correcting market failure 

4. The concept of market failure 

5. Types of market failure - complete market failure and partial market failure 

6. Reasons for market failure - market power, externalities, public goods, and incomplete 

information 

7. The role of government in dealing with market failure 

8. Government failure 

 

To revise this chapter, there are several approaches that can be taken: 

1. Read the text carefully and make sure to understand each concept and definition 

provided. Pay attention to any examples or explanations that are given. 

2. Take notes while reading to summarize the main points of each topic. This can help in 

retaining the information and serve as a quick reference during revision. 

3. Create flashcards or mind maps to visually organize the key topics and their connections. 

This can be a useful tool for reviewing and reinforcing the information. 

4. Review any additional resources or references provided by the teacher or textbook. This 

can provide a deeper understanding of the topics and help in answering any potential exam 

questions. 

5. Practice solving problems or answering questions related to market failure and 

government intervention. This can help in applying the knowledge and identifying any areas 

that need further clarification or review. 

6. Discuss the topics with fellow classmates or form study groups to exchange ideas and 

deepen understanding through collaboration. 
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7. Seek clarification from the teacher or instructor if there are any doubts or questions 

about the concepts discussed in the chapter. 

Overall, a thorough and comprehensive revision of this chapter involves careful reading, 

note-taking, summarizing, visual organization, problem-solving, discussion, and seeking 

clarification when needed. 

 

Unit III 

The Process of Budget Making: Source of Revenue, Expenditure Management 

and Management of Public Debt 

The key topics of this chapter are as follows: 

1. Definition of government budget and explanation of the need and objectives of 

budgeting. 

2. Description of budget concepts and terminologies. 

3. Illustration of the process of budget making. 

4. Explanation of the different sources of government revenue and expenditure. 

5. Elucidation of the process of management of public debt. 

 

Here is an approach to revise this chapter: 

1. Start by understanding the definition and importance of government budgeting. Make 

sure you can explain why governments need to allocate limited resources efficiently and the 

objectives they aim to achieve through budgeting. 

2. Familiarize yourself with the budget concepts and terminologies. Take notes on the key 

terms and their definitions to ensure you understand them fully. 

3. Study the process of budget making in detail. Break it down into steps and understand 

the roles of the executive and legislative branches in formulating taxing and spending 
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proposals. Take note of the specific responsibilities of the Ministry of Finance and its 

consultation with other relevant ministries. 

4. Dive into the different sources of government revenue and expenditure. Pay attention to 

the classification of government receipts into revenue receipts (tax revenue and non-tax 

revenue) and capital receipts (debt receipts and non-debt capital receipts). Make a list of 

the broad sources of revenue, such as corporation tax, taxes on income, customs duties, etc. 

5. Focus on understanding the process of management of public debt. Take note of the 

Department of Revenue's control over revenue matters related to both direct and indirect 

union taxes. Learn about the statutory boards responsible for the levy and collection of 

direct and indirect taxes. 

6. Take time to revise the specific documents and reports associated with the government 

budget. Make sure you understand the purpose of documents such as the Annual Financial 

Statement, Demands for Grants, Finance Bill, and statements mandated under the FRBM 

Act. Familiarize yourself with the content of these documents and how they contribute to 

the budgeting process. 

7. Finally, practice applying your knowledge by answering questions related to the key 

topics of the chapter. This will help you reinforce your understanding and prepare for any 

assessments or exams on the subject. 

By following this approach, you can gain a thorough understanding of the key topics in this 

chapter and be well-prepared to revise and apply your knowledge in various contexts. 

 

Unit IV 

Fiscal Policy 

The key topics of this chapter that you must study are: 
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1. Definition and objectives of fiscal policy: you should understand what fiscal policy is and 

its main objectives, such as promoting economic growth, reducing poverty, maintaining 

price stability, and ensuring balanced regional development. 

2. Instruments of fiscal policy: you should learn about the different tools or instruments 

that governments can use to implement fiscal policy. These include public revenue through 

taxation, public expenditure, public debt, and deficit financing. 

3. Expansionary and contractionary fiscal policies: you should understand the two main 

types of fiscal policies - expansionary and contractionary. Expansionary fiscal policy involves 

increasing government spending and reducing taxes to stimulate economic growth, while 

contractionary fiscal policy involves decreasing government spending and increasing taxes 

to slow down economic activity. 

4. Limitations of fiscal policy: you should be aware of the limitations and challenges of 

implementing fiscal policy. These may include issues of timing and effectiveness, the impact 

on inflation and interest rates, and the need for political consensus. 

 

The following approach can be taken to revise this chapter: 

1. Read and understand the text: Start by carefully reading and understanding the text 

provided. Pay attention to the key concepts, definitions, and objectives mentioned in the 

chapter. 

2. Highlight important points: Use a highlighter or take notes to mark the key topics and 

important details within the text. This will help in organizing the information and identifying 

the main points to focus on during revision. 

3. Create a study guide: Using the highlighted information, create a study guide or outline 

that summarizes the key topics and concepts covered in the chapter. Include headings and 

subheadings to categorize the information and create a logical flow of ideas. 
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4. Review additional resources: In addition to the provided text, seek out additional 

resources such as textbooks, online articles, or lecture notes to gain a comprehensive 

understanding of the topics. Reviewing multiple sources can provide different perspectives 

and examples that reinforce your understanding. 

5. Practice questions: To test your knowledge and reinforce your understanding, practice 

answering questions related to the topics covered in the chapter. Use the provided multiple-

choice questions as a starting point, but also seek out other practice questions from 

textbooks or online resources. 

6. Seek clarification: If there are any concepts or topics that you are struggling to 

understand, do not hesitate to seek clarification from your instructor, classmates, or online 

forums. Engaging in discussions and asking questions can help to deepen your 

understanding and clarify any misunderstandings. 

7. Summarize and revise: After going through the text, additional resources, and practicing 

questions, summarize the key points and revise the entire chapter. Focus on understanding 

the relationships between the different topics and how they contribute to the overall 

concept of fiscal policy. 

By following this approach, you students can ensure a comprehensive understanding of the 

key topics in this chapter and be better prepared for exams or assignments related to fiscal 

policy. 

Chapter 8 

Money Market 

Unit I 

The Concept of Money Demand : Important Theories 

The key topics of this chapter that you must study are: 

1. The Concept of Money Demand: This topic introduces you to the concept of money and 

its nature and characteristics. It explains the different functions performed by money and 
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describes the various theories related to the demand for money. It also discusses the factors 

that affect the demand for money. 

2. Money Market: This topic focuses on the money market and its role in the economy. It 

explains the concept of money demand and the functions of money in the money market. It 

also discusses the theories of demand for money and the post-Keynesian developments in 

this area. 

To revise this chapter it is important to follow a systematic approach. Here are the steps 

that can be followed: 

1. Read the entire text carefully: Start by reading the entire text to understand the main 

ideas and concepts discussed in the chapter. Pay attention to the key topics mentioned 

above. 

2. Define and describe money: Begin by defining money and describing its nature and 

characteristics. Understand its functions and why it is essential in the economy. 

3. Study the theories of demand for money: Focus on the different theories related to the 

demand for money. Understand the factors that affect the demand for money and the 

variables considered by each theory. 

4. Understand the role of money in the money market: Learn about the money market and 

how money demand and supply affect the market. Understand the functions of money in 

the money market and its impact on the economy. 

5. Review the post-Keynesian developments: Study the post-Keynesian developments in 

the theory of demand for money. Understand the alternative explanations provided by 

these economists and their relationship with real income and interest rates. 

6. Analyze the empirical evidence: Pay attention to the propositions mentioned in the 

theories of demand for money and their connection to real income, interest rates, and 

inflation expectations. Understand that different countries may have different determinants 

of demand for money. 



 

Page 29 of 46 
CATESTSERIES.ORG 

7. Summarize the key points: After studying the chapter, summarize the key points and 

concepts. Make sure to include the definition and characteristics of money, the different 

theories of demand for money, the functions of money in the money market, and the post-

Keynesian developments in this area. 

8. Practice answering questions: To solidify your understanding, practice answering 

questions related to the chapter. Use the questions provided in the text or create your own 

questions based on the key topics. 

9. Review and revise: Finally, review your notes and revise any areas that you find 

challenging. Make sure to understand the main concepts and their interrelationships. 

By following this approach, you will be able to thoroughly study and revise the key topics of 

this chapter. 

Unit II 

Concept of Supply 

The key topics of this chapter are: 

1. Definition and components of money supply 

2. Need for and rationale of measuring money supply 

3. Different sources of money supply 

4. Various measures of money supply 

5. Difference between money multiplier and credit multiplier 

6. Determinants of money supply 

7. Measurement of money supply 

8. Determinants of money supply 

9. Concept of money multiplier 

10. Sources of money supply 
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11. Concept of money supply 

12. Money market 

 

To revise this chapter the following approach can be taken: 

1. Start by understanding the definition of money supply and its different components. Take 

notes and create flashcards to remember this information. 

2. Review the need for and rationale of measuring money supply. Understand why it is 

important to accurately estimate the stock of money supply and regulate it according to 

monetary requirements. 

3. Study the different sources of money supply. Make sure to understand how money is 

created by the banking system and the impact it has on the overall money supply. 

4. Learn about the various measures of money supply, such as M1, M2, M3, and M4. 

Understand the components of each measure and their respective definitions. 

5. Differentiate between money multiplier and credit multiplier. Understand the concept of 

each and how they affect the overall money supply. 

6. Study the determinants of money supply. Learn about the factors that influence the 

supply of money in an economy, such as net bank credit to the government sector, bank 

credit to the commercial sector, net foreign exchange assets of the banking sector, 

government currency liabilities, and banking sector's net non-monetary liabilities. 

7. Review the measurement of money supply. Understand how money supply is measured 

and the importance of accurately estimating it on a regular basis. 

8. Familiarize yourself with the concept of money market. Understand the role of money as 

a medium of exchange, unit of account, and store of value, and how it facilitates economic 

activities. 

9. Use study aids such as summary notes, flowcharts, and diagrams to visualize and simplify 

the information. Review these aids regularly to reinforce your understanding. 
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10. Test your knowledge by practicing sample questions and solving problem sets related to 

money supply. This will help you apply the concepts learned and identify any areas where 

you need further clarification or study. 

11. Regularly review and revise the material, including key definitions, concepts, and 

formulas. This will help reinforce your understanding and ensure that you retain the 

information in the long term. 

Unit III 

Monetary Policy 

The key topics of this chapter are: 

1. Introduction to Monetary Policy - This section provides an overview of how the Reserve 

Bank of India uses monetary policy to manage economic fluctuations and achieve price 

stability. 

2. Monetary Policy Defined - This section explains the objectives of monetary policy, which 

include maintaining price stability and promoting economic growth. It also discusses how 

the Reserve Bank of India adjusts the supply of money through buying or selling securities in 

the open market. 

3. The Monetary Policy Framework - This section explores the three basic components of 

the monetary policy framework, which are the objectives of monetary policy, the analytics 

of monetary policy, and the operating procedures and instruments. 

4. The Objectives of Monetary Policy - This section discusses the objectives of monetary 

policy, which coincide with the overall objectives of economic policy. These objectives 

include regulating the issue of bank notes, maintaining a balance between price stability and 

economic growth, and supporting the development needs of developing countries. 

5. The Operating Procedures and Instruments - This section explains the operating 

procedures of monetary policy, including choosing the operating target, intermediate 

target, and policy instruments. It also discusses the various instruments used by the Reserve 

Bank of India, such as the Cash Reserve Ratio (CRR), Statutory Liquidity Ratio (SLR), Liquidity 
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Adjustment Facility (LAF), Repo and Reverse Repo, Marginal Standing Facility (MSF), and 

Market Stabilization Scheme (MSS). 

 

To revise this chapter you should: 

1. Read and understand the text thoroughly. 

2. Review the key topics mentioned above and create a study outline or summary of each 

topic. 

3. Take notes while reading to capture important points and concepts. 

4. Create flashcards or diagrams to help you understand and remember the different 

components of the monetary policy framework. 

5. Practice answering questions related to each topic to test your understanding and 

retention. 

6. Use additional resources such as textbooks, online articles, or videos to supplement your 

learning if needed. 

7. Discuss the chapter with classmates or seek clarification from your teacher if you have 

any doubts or questions. 

8. Review your notes and study materials regularly to reinforce your knowledge and ensure 

retention. 

By following these steps, you can effectively revise and understand the key topics of this 

chapter on monetary policy. 

Chapter 9 

International Trade 

Unit I 

Theories of International Trade 

The key topics of this chapter include: 
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1. Definition and difference between international trade and internal trade 

2. Arguments in favor of and against liberal trade 

3. Mercantilists' views on international trade 

4. Trade based on absolute advantage 

5. The Ricardian theory of comparative advantage 

6. The modern theory of trade 

7. Benefits of international trade 

8. Theories of international trade 

9. Theories explaining the rising proportion of world trade between developed and 

developing economies 

10. Multiple choice questions to test understanding of the chapter 

As you studying this chapter, the following approach can be taken to revise the material: 

1. Begin by reading and understanding the definitions of international trade and internal 

trade. Note down the differences between the two. 

2. Go through the arguments in favor of and against liberal trade. Make a list of the main 

points for each argument. 

3. Study the views of mercantilists on international trade. Understand their perspective and 

how it differs from other theories. 

4. Learn about trade based on absolute advantage. Take note of the concept and examples 

to understand how it works. 

5. Dive into the Ricardian theory of comparative advantage. Understand the concept of 

comparative advantage and how it is explained by Ricardo. Make sure to comprehend the 

explanation based on opportunity costs. 
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6. Study the modern theory of trade. Learn about the factors that influence trade according 

to this theory. 

7. Take notes on the benefits of international trade. Make sure to understand each benefit 

mentioned and how it contributes to economic growth and development. 

8. Explore the various theories of international trade. Understand the main theories and 

their explanations of trade patterns between countries. 

9. Study the theories explaining the rising proportion of world trade between developed and 

developing economies. Make sure to understand the concept of NTT and how it relates to 

trade between certain countries. 

10. Finally, test your understanding by attempting the multiple-choice questions at the end 

of the chapter. Use the answers provided to check your responses and identify areas where 

further review may be necessary. 

 

By following this approach, you students can revise the key topics of the chapter in a 

comprehensive manner and ensure a thorough understanding of the material. 

 

Unit II 

The instruments Trade policy 

The key topics of this chapter that you must study are: 

1. Definition and objectives of trade policy: you should understand the concept of trade 

policy and its objectives, which include protecting domestic industries and promoting fair 

competition. 

2. Types of trade policy measures: you should be able to distinguish between different 

types of trade policy measures, such as tariffs, quotas, and non-tariff measures. They should 

understand the purpose and impact of each measure. 
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3. Evaluation of tariffs as a trade policy instrument: you should be able to evaluate the use 

of tariffs as a trade policy instrument. They should understand the advantages and 

disadvantages of tariffs and their impact on domestic industries and consumers. 

4. Trigger price mechanisms for protection of domestic industry: you should be familiar 

with the concept of trigger price mechanisms, which are used to protect domestic industries 

from unfair competition. They should understand how these mechanisms work and their 

impact on trade. 

5. Non-tariff measures adopted by countries: you should be knowledgeable about the 

different non-tariff measures that countries use to regulate trade. They should be able to 

outline and explain these measures, including examples such as import quotas and price 

control measures. 

 

To revise this chapter you should: 

1. Read the text carefully, paying attention to the information provided about each topic. 

2. Take notes while reading to summarize key points and concepts. 

3. Create flashcards or study guides for each topic to help you review and remember 

important information. 

4. Use practice questions or exercises to test your understanding of the topics. 

5. Discuss the chapter with classmates or form a study group to exchange ideas and clarify 

any areas of confusion. 

6. Review any additional resources or readings provided by your instructor to deepen your 

understanding of the topics. 

7. Review your notes and study materials regularly to reinforce your knowledge and ensure 

retention. 

8. Seek clarification from your instructor or classmates if you have any questions or need 

further explanation on specific topics. 
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By following these steps, you can approach the revision of this chapter effectively as a 

student. 

Unit III 

Trade Negotiations 

The key topics of this chapter that you must study are: 

1. Trade Negotiations: you should understand the concept of trade negotiations and the 

importance of bilateral and multilateral negotiations among nations. 

2. Regional Trade Agreements (RTAs): you should learn about the different types of 

regional trade agreements and their objectives in reducing barriers to trade between 

member countries. The types of RTAs include unilateral trade agreements, bilateral 

agreements, regional preferential trade agreements, trading blocs, customs unions, 

common markets, and economic and monetary unions. 

3. History of Trade Negotiations: you should have an overview of the course of history of 

trade negotiations, including recent events such as Britain's exit from the European Union 

and the United States-Mexico-Canada Agreement (USMCA). 

4. Structure and Guiding Principles of the WTO: you should understand the structure and 

guiding principles of the World Trade Organization (WTO), which is responsible for 

overseeing international trade and resolving trade disputes. 

5. Overview of WTO Agreements: you should be familiar with the major agreements under 

the WTO, including the Agreement on Agriculture, Agreement on Textiles and Clothing, 

Agreement on Trade-Related Aspects of Intellectual Property Rights (TRIPS), and others. 

They should know the objectives and provisions of these agreements. 

6. Concerns in the Functioning of the WTO: you should be aware of the major concerns in 

respect of the functioning of the WTO, which may include issues such as market access, 

intellectual property rights, agricultural subsidies, and trade disputes. 

 

To revise this chapter the following approach can be followed: 
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1. Read the text carefully and take notes on the key topics mentioned above. 

2. Review any additional study materials or textbooks related to trade negotiations and the 

WTO. 

3. Create a study plan or outline that covers each topic in detail. 

4. Review and summarize the main points of each topic, making sure to understand the 

concepts and principles. 

5. Use flashcards or other memorization techniques to remember key terms and definitions. 

6. Practice answering questions related to each topic to test your understanding and 

knowledge. 

7. Discuss the topics with classmates or study groups to gain different perspectives and 

insights. 

8. Review any relevant case studies or real-world examples related to trade negotiations 

and the WTO. 

9. Make connections between the topics and other subjects or current events to deepen 

your understanding. 

10. Regularly review and revise the material to reinforce your learning and ensure retention. 

Unit IV 

Exchange Rate and Its Economic Effects 

The key topics of this chapter that you must study include: 

 

1. Definition and determination of exchange rate: you should understand what an 

exchange rate is and how it is determined. This includes factors such as demand and supply 

in the foreign exchange market. 
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2. Different types of exchange rate regimes: you should be able to appraise and understand 

different types of exchange rate regimes, such as floating exchange rates, fixed exchange 

rates, and pegged exchange rates. They should also be aware of the macroeconomic 

implications of these regimes. 

3. Functioning of the foreign exchange market: you should have a clear understanding of 

how the foreign exchange market operates. This includes understanding the role of buyers 

and sellers in determining exchange rates. 

4. Changes in exchange rates and their impact on the real economy: you should be able to 

explain how changes in exchange rates can affect the real economy. This includes 

understanding the concepts of currency appreciation and depreciation and how they can 

impact import and export prices, trade balance, and competitiveness. 

 

In terms of revising this chapter a recommended approach would be as follows: 

1. Start by reading the chapter carefully and taking notes on the key concepts and 

definitions mentioned. Make sure to understand the definitions of terms such as exchange 

rate, depreciation, appreciation, etc. 

2. Pay attention to any examples or case studies provided in the text, as they can help to 

illustrate the concepts and make them more concrete. 

3. Review any charts, graphs, or diagrams included in the chapter. These visual aids can help 

in understanding the concepts and seeing the relationships between different variables. 

4. Take note of any formulas or mathematical equations mentioned in the chapter. Make 

sure to understand how they are used to calculate exchange rates or other relevant 

measures. 

5. Use additional resources, such as textbooks or online articles, to supplement your 

understanding of the topics covered in the chapter. This can help to reinforce your 

knowledge and provide different perspectives on the material. 
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6. Practice answering the multiple-choice questions provided at the end of the chapter. This 

will help to test your understanding of the key concepts and identify any areas that may 

need further review. 

7. Consider discussing the chapter with classmates or forming study groups to facilitate 

discussion and further understanding of the material. Teaching others or explaining 

concepts to others can also be an effective way to solidify your own understanding. 

8. Summarize the chapter in your own words and create a study guide or flashcards to 

review key concepts and definitions. This will help to reinforce your learning and make it 

easier to recall the information when needed. 

Overall, the key to revising this chapter is to approach it with a thorough and detailed 

mindset. Take the time to carefully read and understand the text, and make sure to review 

and practice the key concepts in depth. 

Unit V 

International Capital Movements 

 

The key topics of this chapter that you must study are: 

1. Nature and types of foreign capital: you should learn about the different ways in which 

foreign capital can flow into an economy, including foreign aid, borrowings, deposits from 

non-resident Indians, and investments in the form of foreign portfolio investment (FPI) and 

foreign direct investment (FDI). 

2. Distinction between FDI and FPI: you should understand the difference between FDI and 

FPI. FDI involves a long-term relationship and lasting interest in an enterprise, while FPI 

refers to investments in bonds, stocks, and securities. 

3. Factors influencing foreign investments: you should be able to outline the various factors 

that influence foreign investments, such as interdependence of national economies, 

internationalization of production, and the desire to capture emerging markets. 



 

Page 40 of 46 
CATESTSERIES.ORG 

4. Costs and benefits of FDI: you should be able to elucidate the potential costs and benefits 

of FDI. This may include understanding the risks associated with investing in a foreign 

country, as well as the potential for increased market access and economies of scale. 

5. State of foreign direct investment in India: you should have an understanding of the 

current state of foreign direct investment in India. This may involve studying the trends, 

policies, and regulations related to FDI in the country. 

 

To revise this chapter the following approach may be helpful: 

1. Read the text carefully and highlight the main points related to each topic mentioned 

above. 

2. Take notes on each topic and create a comprehensive summary or outline of the chapter. 

3. Review any additional resources or materials provided by the instructor, such as lecture 

slides or textbook chapters. 

4. Create flashcards or use other study aids to memorize key concepts, definitions, and 

examples related to each topic. 

5. Practice applying the concepts by answering study questions or working through practice 

problems. 

6. Discuss the chapter with classmates or form study groups to further reinforce 

understanding and clarify any doubts. 

7. Test your knowledge by taking quizzes or completing practice exams on the material. 

8. Review your notes and study materials regularly to ensure retention of the information. 

By following this approach, You will be able to thoroughly understand and revise the key 

topics of the chapter on international capital movements. 

Chapter 10 

Indian Economy 
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The key topics of this chapter are as follows: 

1. The state of affairs of the pre-British Indian economy 

2. The Indian economic phenomena during the British rule 

3. The turning points in the growth trajectory of India 

4. The major reform initiatives post-independence and their impact 

5. The role of NITI Aayog 

6. The current status of the Indian economy sector-wise 

 

Here is an approach to revise this chapter: 

1. Start by understanding the state of affairs of the pre-British Indian economy. This includes 

learning about the prosperity and self-reliance of India during this time period. 

2. Move on to studying the Indian economic phenomena during the British rule. Pay 

attention to the impact of British colonization on the Indian economy. 

3. Learn about the turning points in the growth trajectory of India. This includes major 

events or developments that have shaped the Indian economy over time. 

4. Understand the major reform initiatives that took place post-independence. Focus on the 

specific reforms and their impact on the Indian economy. 

5. Study the role of NITI Aayog, which is a government think tank that focuses on policy-

making and economic development in India. 

6. Finally, familiarize yourself with the current status of the Indian economy sector-wise. 

This involves understanding the current state of different sectors such as agriculture, 

manufacturing, and services. 
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To revise this chapter effectively, follow these steps: 

1. Read the text carefully and make notes on the key points of each topic. 

2. Review your notes and try to summarize the main ideas in your own words. This will help 

solidify your understanding. 

3. Use additional resources such as textbooks, articles, and videos to deepen your 

knowledge on each topic. 

4. Create flashcards or a study guide to help you review the main concepts and key details. 

5. Test yourself by answering questions or doing practice exercises related to each topic. 

6. Discuss the chapter with classmates or seek clarification from your teacher if you have 

any doubts or questions. 

7. Regularly review your notes and study materials to reinforce your learning. 

8. Practice applying the concepts to real-life examples or case studies to enhance your 

understanding. 

 

By following this approach, you will be able to gain a comprehensive understanding of the 

key topics covered in this chapter and effectively revise the material. 

Step 2 

Here is a detailed breakdown on how I would recommend allocating time across these 

Economics for Finance chapters over 2 months: 

 

Chapter 1 - Nature & Scope of Economics (2 days) 

 Unit I - Intro 

 Unit II - Price Mechanism Role 

Chapter 2 – Demand, Supply & Consumer Behavior (4 days) 
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 Unit I - Law of Demand etc. (2 days) 

 Unit II - Consumer Behavior (2 days) 

Chapter 3 – Production & Costs (3 days) 

 Unit I - Production Theory 

 Unit II - Cost Theory 

Chapter 4 – Price Determination (2 days) 

Chapter 5 - Business Cycles (2 days) 

Chapter 6 – Different Markets (3 days) 

 Understand pricing under various market structures 

Chapter 7 – Public Finance (3 days) 

 Go through public revenue & expenditure 

Chapter 8 – Money Market (3 days) 

 Understand money market instruments 

Chapter 9 – International Trade (3 days) 

 Theories, Foreign Exchange 

Chapter 10 – Indian Economy (4 days) 

 Issues, Development Planning 

Additionally, keep 5 days for revision of crucial chapters and remaining for question 

practice.  

 

Step 3 
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Here are some tips on applying scientific learning techniques to tackle difficult questions in 

these Economics chapters: 

 

For Demand, Supply, Consumer Behaviour: 

 Draw mind maps visualizing shifts in curves, utility analysis 

 Use Feynman technique - explain theories simply 

 Practice questions actively applying concepts 

For Production, Cost, Pricing: 

 Retrieval practice from memory to improve recall 

 Interleave questions testing different market structures 

 Apply theories to solve complex word problems 

For Money Market, Public Finance: 

 SQ3R reading technique 

 Use Pomodoro timer to stay focused 

 Connect concepts using concept maps 

For Indian Economy: 

 Review previous year questions (retrieval practice) 

 Note key points using 3-2-1 technique 

 Focus on understanding crucial aspects (80/20 rule) 

Additionally: 

 Discuss concepts in groups (learning pyramid) 

 Reflect on thinking process (metacognition) 

 

Step 4 
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Here is a detailed classification of easy, medium and difficult Economics for Finance 

chapters for CA Inter students based on exam pattern and weightage: 

 

Easy: Chapter 1 (Nature & Scope), Chapter 5 (Business Cycles) 

 More conceptual chapters 

 Focus on basics of economics 

 Lower weightage in exams 

Medium: Chapter 2 (Demand & Supply),  

Chapter 4 (Price Determination),  

Chapter 6 (Different Markets),  

Chapter 8 (Money Market) 

 Involve understanding theories and market dynamics 

 Application of concepts to real-world scenarios tested 

 Moderate weightage in exams 

Difficult:  

 

Chapter 3 (Production & Costs), 

 Chapter 7 (Public Finance), 

Chapter 9 (International Trade), 

 Chapter 10 (Indian Economy) 

 Require strong grasp over technical concepts 

 Chapters are more calculation intensive 

 Complex problems and analysis tested 

 Higher weightage in exams 

So chapters involving complex economic models, numerical analysis warrant more time. 

MCQs will test application skills rather than pure concepts recall. 
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Step 5 

Here are some detailed tips on attempting MCQs for Economics chapters for CA Inter 

students: 

For conceptual chapters like Nature & Scope, Business Cycles: 

 Focus on understanding concepts, theories 

 Practice 5-8 MCQs 

For core theoretical chapters like Demand & Supply, Production & Costs: 

 Attempt application based 10-12 MCQs 

 Analyze real-world scenarios 

For Price Determination, Money Market, Public Finance: 

 Practice 10-15 MCQs covering concepts as well as calculations 

For Indian Economy, International Trade: 

 Must attempt higher difficulty level MCQs testing analysis skills 

 Solve 18-20 MCQs from past year papers 

Additionally: 

 Give equal focus to theory and numerical ability based MCQs 

 Aim for 100+ well-rounded MCQs from all test sources 

 Choose 2 MCQs daily and articulate answers aloud 

 


	Page 1



