
CHAPTER - 1 : INTRODUCTION TO ECONOMICS

Revision Notes
 ¾ Wealth-oriented definition  —Adam Smith.

n Adam Smith is considered as the Father of Economics because he wrote the first complete book on economics 
titled, ‘An Enquiry into the Nature and Causes of Wealth of Nations’, popularly known as ‘Wealth of Nations’ and 
this book was published in 1776. 

n In his book, Adam Smith defined economics as ‘a science of wealth which studies the process of production, 
consumption and accumulation of wealth’ and explained how a nation’s wealth is created.

n According to Adam Smith, there are two fundamental motives of all economic activities viz. ‘earning money’ 
and ‘accumulating wealth’.

n He considered that the individual in the society wants to promote only his own gain and in this, he is led by an 
‘invisible hand’ to promote the interests of the society though he has no real intention to promote the society’s 
interests.

 ¾ Scarcity-oriented definition —Lionel Robbins

n	Lionel Robbins published a book ‘An Essay on the Nature and Significance of Economic Science’ in 1932. According 
to him, ‘economics is a science which studies human behaviour as a relationship between ends and scarce 
means which have alternative uses’. 

n	According to Robbins human wants are unlimited thus, his definition runs into the terms of scarcity. According 
to him, ‘choice problem of an economy’ should be considered as subject-matter of economics instead of ‘wealth 
and welfare’.

 ¾ Growth-oriented definition —Paul Samuelson

n	Prof. Paul Samuelson defined economics as ‘the study of how men and society choose, with or without the 
use of money, to employ scarce productive resources which could have alternative uses, to produce various 
commodities over time, and distribute them for consumption, now and in the future among various people 
and groups of society’.

n	The changes occurs time to time in an economy which affects the whole concept of the related developments 
in economic world. The definition of economics, given by Samuelson, recognizes dynamic changes taking 
place in economy from time to time, thus he described it as growth-oriented.

 ¾ Microeconomics: The word ‘micro’ means very small. So Microeconomics implies study of economics at a very 
small level. The branch of economics that studies the behaviour of an individual consumer, firm, family, etc. is 
known as Microeconomics.

 ¾ Macroeconomics: The word ‘macro’ means very large. In comparison to an individual, the society or the country 
or economy as a whole is very large. So the economic decisions taken at the level of the economy as whole are 
subject-matters of macroeconomics. The branch of economics that studies the behaviour of the whole economy, 
(both national and international) is known as Macroeconomics.

 ¾ Types of Activities

    Human Activities

  

  Economic Activities   Non-Economic Activities

  
 Business Profession Employment Leisure time- Family obliga- Religious and Social welfare 

    activities tion activities cultural activi- activities  
  (Means of Livelihood)  (Pleasure) (Love for ties (Mental (Sympathy  
     family) satisfaction) for others)

 ¾ Economic activities are those which are inspired by the objective of earning money; which is required by people 
to satisfy their day-to-day needs of life.

 ¾ Economic activities are means of livelihood. Business, profession and employment are major types of economic 
activities.
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 ¾ Non-economic activity is an activity performed gladly, with the aim of providing services to others without any 
regard to monetary gain. 

 ¾ Sectors in an Economy

n	Primary Sector (or Agriculture Sector): It includes all those economic activities which are connected with 
extraction and production of natural resources, e.g., agriculture, fishing, mining, etc.

n	Secondary Sector (or Industrial Sector): It includes all activities which are concerned with the processing 
materials which have already been extracted at the primary stage, e.g., the mining of iron ore is primary 
industry, but manufacture of steel is secondary industry. 

n	Tertiary Sector (or Service Sector): It is concerned with providing support services to primary and secondary 
sector and includes transport, banking, insurance, warehousing, communication, advertising, etc. 

 ¾ Economic Entities

n	Households: Household Sector owns all the factors of production, i.e., land, labour, capital and organisation/ 
enterprise. This sector receives income in the form of rent, wages, interest and profit, by selling the services 
of these factors to the business sector. The Household sector consists of consumers who buy commodities 
produced by the business sector.

n	Business Firms: Business Firms Sector consists of all producers (farms, firms, factories, shop, etc.) in the form 
of individual proprietors, partnership firms and joint stock companies who produce goods and services and 
sell them to the households. 

		 Business Firms perform two functions: 

(i) Hiring productive resources, i.e. inputs (land, labour, capital, entrepreneurship) from household and 
transforming them into final goods and services, i.e. output;

(ii) Selling output to the households.

n	Government: Government is the regulatory legal and political authority which looks after the economic and 
administrative functions of households and firms to maintain healthy competition and smooth functioning of 
an economy. Government collects taxes from households and firms and redistributes this amount to reduce 
income disparities.

n	Foreign Sector: A country also trades with rest of the world, thus, foreign sector is concerned with transactions 
with overseas countries. This sector includes:

(i) Exports; 

(ii) Imports; and 

(iii) Borrowings from other countries.

 ¾ Economic Terms

n	Wants: Human wants are desires, aspirations or motives of humans which can be satisfied by consuming 
a goods, services or leisure activities. Every human being has unlimited wants but has limited resources to 
satisfy them.

n	Goods: Goods are material things wanted by human beings to satisfy wants. They can be seen or touched. 

n	Services: Services are non-material like consultation with a doctor, etc. consumed by human beings to satisfy 
wants. These cannot be seen or touched only their effects are felt. 

n	Wealth: Anything which has value is called wealth in Economics. According to J. M. Keynes, `All that have got 
value are called wealth.’

n	Utility: Want satisfying capacity of a good or service is called utility. It is the measurement of satisfaction 
received from consuming a good or service. According to J.S. Nicholson, ‘Utility may be the quality which 
makes a thing desirable’.

n	Production: Production refers to the creation of wealth. According to Bates and Parkinson, ’Production is the 
organised activity of transforming resources into finished products in the form of goods and services; the 
objective of production is to satisfy the demand for such transformed resources’ . 

  Production is an economic activity of combining various material inputs and immaterial inputs (plans, know-
how) in order to make something for consumption (output) which is directed to the satisfaction of the wants 
of the people. 

n	Consumption: It refers to the use of goods and services to satisfy the wants. Each commodity has want 
satisfying quality, i.e., utility and using up that utility is consumption.
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n	Sustainable Consumption: Sustainable consumption is the consumption of goods and services that have 

minimal impact upon the environment, are socially equitable and economically viable whilst meeting the 
basic needs of humans, worldwide.

n	Factors of Production: Factors of production refers to those inputs that are used in the production of goods or 
services in order to make an economic profit. These include any resource needed for the creation of a good or 
service. The factors of production include land, labour, capital, and entrepreneurship.

n	Market: It refers to a place where goods are bought and sold.

n	Price: Price refers to the exchange value in terms of money at which an asset or service can be bought or sold 
in marketplace.

n	Value: Economic value is the maximum amount of money or price or opportunity cost an economic agent is 
able and willing to pay in exchange of a good or service.

n	Income: Income is a net total of the flow of payments received by an individuals or businesses for providing 
factor services in a given time period.

n	Saving: Saving is that part of income which is not spent on current consumption.

n	Welfare: Welfare is the level of prosperity and standard of living in an economy which is evaluated in terms 
of effects of economics policies on the well-being of the community.

n	Economy: An economy is the large set of inter-related  activities of production and consumption of goods and 
services where the supply of money takes place by different agents. 

Know the Terms
n	Economic Agents: A person, company, or organization that acts as a decision maker and has an influence 

on the economy by producing, buying or selling.  Generally, in an economy, there are four major economic 
agents: households/individuals, firms, governments, and central banks.

n	Invisible hands: The invisible hand refers to the unintended social benefits of an individual’s self-interested 
actions that result from the operations of a free market economy.

n	Exports: Exports include those goods and services which are produced by a country and sold to other countries.

n	Imports: Imports include those goods and service which are bought by a country but produced by other 
countries.

n	Land: In economics, land comprises all natural resources used in production including minerals, forest 
products, water resources and geographical land.

n	Labour: Labour refers to the work or efforts (physical, mental and social) done by labourers and in exchange, 
they get wages for it.

n	Capital: Capital refers to those resources which are other than free gifts of nature and are used for further 
production of wealth or yielding income, e.g. buildings, machineries, raw materials, etc.

n	Entrepreneurship: Entrepreneurship involves the willingness and capacity of an entrepreneur to develop, 
organize and manage a business venture to make it profitable.

n	Sole Proprietorship: One of the oldest, simplest and most commonly used form of business organization 
which is owned financed, controlled and managed by only one person is called as sole proprietorship, single 
entrepreneurship or individual proprietorship.

n	Partnership: A partnership is an association of two or more persons to carry on, as co-owners, a business and 
to share its profits and losses.

n	Joint Stock Company: It is an association of persons who contribute money in the shape of shares and the 
company gets a legal entity and enjoys a permanent existence.

n	Rent: Rent refers to the payment made to the owner of land for the use of land in production.

n	Wages: Wages refer to the payment made to labourer for the supply of his efforts for the production of goods 
and services.

n	Interest: Interest refers to the payment made by borrower to the lender for use of capital in production.

n	Profit: Profit is the excess of revenue over costs. Profit is the reward of entrepreneur.

qq
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CHAPTER - 2 : TYPES OF ECONOMIES

TOPIC-1
Multiple Economies

Revision Notes
¾ Types of Economies on the basis of Nature

n	 Market Economy or Capitalistic Economy: In this economy, most of the economic decisions are taken 
through market mechanism. In this economy, private individuals are the owner of factors of production. 
Motive of private individuals is profit maximization.

l	 ‘Capitalism is a free-market form or capitalistic economy may be characterised as an automatic self-regulating 
system motivated by self-interest of individuals and regulated by competitions.’ –Ferguson

l	 The capitalist or free enterprise economy is the oldest form of economy. Earlier economists supported 
the policy of ‘laissez faire’ meaning leave free. They advocated minimum government intervention in 
the economic activities.

l	 Features of Capitalistic Economy:

(i) Private ownership: Private entities own all factors of production.

(ii) Freedom of Enterprises: Individuals and organisations are independent and there is little or no 
restrictions and control by Government.

(iii) Consumers’ Sovereignty: Consumer is considered as King and thus, production pattern primarily 
depends upon the demands of the consumer.

(iv) Price Mechanism: Prices are determined by market forces, i.e., demand and supply.

(v)  Profit Motive: Maximisation of profit is the main motive of the producer.

(vi) No Government Interference: Government does not interfere in day-to-day economic activities.

(vii) Self-interest: Self-interest is the inspiring force for each economic unit which motivate them to do 
what is best for the economy.

S. No. Merits Demerits

1. Economic Freedom Inequality of Income and Opportunities

2. Optimum use of Resources Labour Exploitation

3. Higher Standard of Living Economic Fluctuations

4. Less Expenditure on Planning Threat of Over-production

5. More inventions and Innovations Unbalanced Growth

6. Incentive to be Efficient Evils of Monopoly

n	 Centrally Planned Economy or Socialist Economy: In a centrally planned economy, Government takes 
decision about the allocation of resources in accordance with objectives to attain maximum social welfare. It 
is also called socialist economy.

l	 ‘Socialism refers to the government ownership of the means of production, planning by the government and 
income distribution’. —Samuelson

l	 The idea of socialism is first introduced by Karl Marx and Fredric Engles in their book, ‘The Communist 
Manifesto’.

l	 Features of Centrally Planned Economy:

(i) State Ownership: All means of production are owned by the Government.

(ii)  Economic, Social and Political Equality: There is no problem of class struggle, i.e., equality 
between rich and poor.
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(iii) Lack of Competition: As government is the sole entrepreneur, thus there is no cut-throat 

competition.

(iv) Maximum Social Welfare: Maximization of social welfare is the sole objective of socialism.

(v) Price Mechanism: Price mechanism is of secondary importance.

(vi) Absence of Right to Property: Having personal property is not allowed under this economic 
system.

(vii) Economic Freedom: Economic freedom exist in terms of choice of consumption and occupation.

S. No. Merits Demerits

1. Social Security and Welfare No Consumers’ Sovereignty

2. Optimum use of Resources Less Democratic

3. Rapid Economic Development Rigid Economy

4. Absence of Competition High Expenditure on Planning

5. Prevent Cyclical Fluctuations Evils of Bureaucracy. e.g., corruption, 
favouritism, etc.

6. Equality of Income and Wealth Proper 
Planning

Inefficiency in Absence of Competition

n	 Mixed Economy: Mixed economy is both capitalistic and socialist. A mixed economic system allows a level 
of private economic freedom in the use of capital and also allows the government to interfere in economic 
activities in order to achieve social aims.

l	 ‘Mixed Economy as on which primarily relies on price mechanism for economic organisation but uses a variety 
of government interventions, such as taxes, spending and regulation to handle macro-economic instability and 
market failures.’  —Samuelson

l	 The concept of mixed economy is of recent origin.

l	 This economic system can be found in developing countries like India where accelerating the pace 
of economic development is the main motive. Some developed countries have also adopted Mixed 
Capitalist System like UK, USA, etc.

l	 Features of Mixed Economy: 

(i) Co-existence of Public and Private Sector: The main feature of this economic system is co-
existence of Public and Private Sector but they don’t compete with each other.

(ii) Individual Freedom: Full freedom for choice of occupation but prices are controlled by 
Government.

(iii) Regulation of Private Sector: Government exercises control over private sector.

(iv) Private Property: Private property is allowed but government monitors to ensure equal 
distribution wealth and income.

(v) Planned Economy: Mixed economy is a planned economy. Government adopts planning to 
promote economic development.

(vi) Existence of Joint Sector: Some organisations are jointly owned by both Government and Private 
individuals.

(vii) Profit Motive and Social Welfare: The motive of the business concerns is profit but coupled with 
the objective of social welfare.

S. No. Merits Demerits

1. Encouragement to Private Sector Unstable in Nature

2. Freedom of Enterprises Inefficient Planning

3. Efficient Use of Resources Delay in Economic Decisions

4. Lesser Economic Inequalities Threat of Nationalisation

5. Social Welfare and Economic Development Corruption and Black Marketing

¾ Types of Economies on the basis of Development

n	 Developed Economy: A country or an economy having high per capita income and high standard of 
living is termed as developed country or economy. Developed economies are generally characterized 
by high level of economic activity, high per capita income or per capita Gross Domestic Product (GDP), 
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developed infrastructure, a relatively high rank in human development, health and education, high level of 
industrialization, technological advancement. 

l	 Some real world examples of developed economies are UK, USA, Germany, Japan, France, Canada, 
Norway, Switzerland, etc. These countries are termed as developed economies because of high level of 
national income and high ranking in human development index (HDI).

Features of Developed Economies

 High National High High Human Advance High level High Urban High level  
 Income Standard Development Technology of Industriali- Population of Infra-  
  of Living Rank  sation  structure  
       Development 

n	 Developing Economy: Developing economies are those economies which are neither fully developed or very 
advanced nor very backward. They are on the path of becoming developed by developing their economies. 

l	 Developing economies are generally characterized by slow rate of industrialization, low per capita 
income, high infant mortality rate, death rate and birth rate, along with low life expectancy rate. 

l	 Some real world examples of developing economies are India, Brazil, Argentina, United Mexican States 
(Mexico), etc.

Features of Developing Economies

 Low Unemployment Low Dominance Low level Economic Low level  
 Income  Capital of Primary of Inequalities of  
   Formation Sector Industrialisation  Infrastructure  
   Rate    Development 

Know the Terms
n	 National Income: National Income is the sum total of factor incomes earned by normal residents of a country.

n	 Capital Formulation: It refers to the accumulation of net capital during an accounting period in a country.

n	 Infant Mortality Rate: Infant mortality rate (IMR) is the number of deaths per 1,000 live births of children 
under one year of age.

n	 Birth Rate: Birth rate is the number of live births per thousand of population per year.

n	 Death Rate: Death rate is the number of deaths per one thousand people per year.

n	 Normal Residents: A resident (or a normal resident) of a country is a person or institution who ordinarily 
resides in a country and whose centre of interest also lies in that particular country.

TOPIC-2
Economic Growth and Development

Revision Notes
¾ Economic Growth is the positive change in the real output of the country in a particular span of time. Economic 

growth is an increase in the production of economic goods and services, compared from one period of time to 
another. It can be measured in nominal or real (adjusted for inflation) terms. 

¾ ‘Economic growth is an increase over time in per capita output of material goods (i.e., increase in labour productivity)’. —Paul Baran

¾ Economic Development involves something more than Economic Growth. Development concerns not only 
man’s material needs but also improvement of the social conditions of his life. Development is, therefore, not only 
Economic Growth but growth plus change—social, cultural and institutional as well as economic. Development 
is, thus, not purely an economic phenomenon; it has to be conceived of as a multi-dimensional process.
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¾ Difference between Economic Growth and Economic Development: Economic growth is a narrow term as it 

only reflects an increase in that country’s GDP whereas Economic development is a broader term as it reflects an 
increase in citizens quality of life and is often measured using the Human Development Index.

¾ Stages of Economic Growth and Development:

The Traditional
Society : Subsis-
tence economy
based on barter,
agriculture, fishing
etc.

Pre-Take-off Stage:
Commercial
exploitation of
agriculture and
extractive industry

Take-Off Stage:
Growing
industrialisation
and investment,
regional growth,
better infra-
structure, cultural
changes

Drive to Maturity
Stage: Stage of
diversification,
innovation, less
reliance imports,
rapid economic
growth

High Mass
Consumption:
Economy flourish
and becomes
dependent global
economy, service
sector become
dominant

Know the Terms
n Human Development Index (HDI): It is a measure of quality of life constructed on the basis of achievement 

in key dimensions of human development, viz. life expectancy, education, and per capita income indicators.

n Gross Domestic Product (GDP): It is the total value of all the final goods and services by all the enterprises 
(both resident and non-resident) within the domestic territory of a country in a particular year. 

n Per Capita Income: It is the average income earned by each person of a specified area in a particular period 
or a year.

qq

CHAPTER - 3 : PROBLEMS OF AN ECONOMY

TOPIC-1
Limited Availability of Resources

Revision Notes
	¾ Resources are things like people, machines, fuel and energy, factories, plants and animals. Obviously, many 

things can go into the production of goods and services. Economists call these things “factors of production” and 
have separated them into four categories :

 (i) Land

 (ii) Labour

 (iii) Capital

 (iv) Entrepreneurship

	¾ All societies face the economic problem, which is the problem of how to make the best use of limited or scarce 
resources. The economic problem exists because, although the needs and wants of people are endless, the 
resources available to satisfy needs and wants are limited. The economic problem is to match limited resources to 
unlimited wants and needs.

	¾ Resources are limited in two essential ways : 

 (i) Limited in physical quantity, as in the case of land, which has a finite quantity. 

 (ii) Limited in use, as in the case of labour and machinery, which can only be used for one purpose at any one 
time. 

	¾ The basic economic problem arises because people have unlimited wants but resources are limited. 

	¾ Because of scarcity (limited nature of resources), various economic decisions must be made to allocate resources 
efficiently. 
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	¾ All societies face the economic problem, which is the problem of how to make the best use of limited, or scarce, 
resources. 

	¾ The economic problem exists because, although the needs and wants of people are endless, the resources available 
to satisfy needs and wants are limited. 

	¾ Choice and opportunity cost are two fundamental concepts in economics. Given that resources are limited, 
producers and consumers have to make choices between competing alternatives.

	¾ All economic decisions involve making choices. Individuals must choose how best to use their skills and efforts, 
firms must choose how best to use their workers and machinery, and governments must choose how best to use 
taxpayer’s money. 

	¾ Types of resources :

 (i) Economic Resources : Economic Resources are the basic items that are used in all types of production, 
including natural capital, and human resources. 

 (ii) Natural Resources : Natural Resources are the resources from nature that are used in production, including 
land, raw materials, and natural process. 

 (iii) Capital Resources : Capital Resources are the processed materials, equipment, and buildings which is used 
in production. 

 (iv) Human Resources : Human Resources includes the efforts of people involved in the production, including 
labour and entrepreneurship.

Natural resources can be further classified as :
	 •	 Biotic Resources : Biotic resources are obtained from biospheres which are living components such as 

human beings, flora and fauna, fisheries, livestock, etc. Biotic resources are also formed from organic matter 
that has decayed, e.g., coal and petroleum.

	 •	 Abiotic Resources : These resources come from non-living and non-organic material. Examples of these 
resources include land, fresh water, air, and heavy metals (gold, iron, copper, silver, etc.)

	 •	 Renewable Resources : Renewable resources are reproduced or replenished again and again naturally and 
over relatively short periods of time such as solar energy, wind, water, etc. 

	 •	 Non-renewable Resources : A non-renewable resource is a natural resource that cannot be readily replaced 
by natural means at a quick enough pace to keep up with consumption, such as oil, natural gas, and coal, 
etc. 

	 •	 Limited Resources : Availability of these resources is in limited quantities on the earth. In economics, each 
economy has a finite amount of labour, capital, land, and entrepreneurship that it can use for production.

	 •	 Unlimited Resources : These resources are basically renewable resources which replenished by the nature.
	 •	 Man-made Resources : Man-made resources are those resources that are converted into accessible forms 

after changing their original forms by the efforts of human. Man-made resources can be categorized in the 
following resources :

 (i) Structures : Office building, factory, infrastructure, etc.
 (ii) Machinery : Plant, machinery, equipment, etc.
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 (iii) Material : Raw material, spare parts, loose tools, etc.
 (iv) Monetary Resources : Money in any form 
	¾ Efficient use of resources refers to the ways using the available resources in an efficient way to satisfy the wants 

of the people. It implies that an economy is producing efficiently that increase in the production of one goodwill 
reduce the production of another good.

Know the Terms
	¾ Land : In economics, land comprises all natural resources used in production including minerals, forest products, 

water and geographical land.
	¾ Labour : Labour refers to the work or efforts (physical, mental and social) done by labourer and in exchange, they 

get wages for it.
	¾ Capital : Capital refers to those resources which are other than free gift of nature and used for further production 

of wealth or yield income, e.g. buildings, machineries, raw materials, etc.
	¾ Entrepreneurship : Entrepreneurship involves an entrepreneur who to develop, organize and manage a business 

venture to make it profitable.

TOPIC-2
Central Problems of an Economy

Revision Notes

                 
	¾ Allocation of Resources : Whether goods are produced and evenly distributed which does not create economic 

divide. This aspect includes three basic problems which are faced by all economies :
 (i) What to Produce : This problem involves selection of goods and services to be produced and the quantity to 

be produced of each selected commodity. Every economy has limited resources and thus, cannot produce 
all the goods. More of one good or service usually means less of others. 

 (ii) How to Produce : This problem refers to selection of technique to be used for production of goods and 
services. A good can be produced using different techniques of production. By ‘technique’, we mean 
which particular combination of inputs to be used. Generally, techniques are classified as: Labour intensive 
techniques (LIT) and Capital intensive techniques (CIT). In Labour intensive technique, more labour and 
less capital (in the form of machines, etc.) is used. In Capital intensive technique, there is more capital and 
less labour utilization.

 (iii) For Whom to Produce : This problem refers to selection of the category of people who will ultimately 
consume the goods, i.e. whether to produce goods for more poor and less rich or more rich and less poor. 
Since resources are scarce in every economy, no society can satisfy all the wants of its people. Thus, a 
problem of choice arises.

	¾ Fuller Utilization of Resources : Whether resources are fully utilized or not on using the present techniques.
	¾ Economic Growth and Its Maintenance : Whether the economy is growing in terms of new resources and 

technology that increases production.
Causes of Economic Problems :

	¾ Limited or Scarce Resources : Resources are scarce in relation to our wants and economy cannot produce all what 
people want. It is the principle reason for existence of economic problems in all economies. 
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	¾ Alternative uses : Resources can be put to alternative uses. For example, land is used not only for the production 
of crops but also for construction of buildings and factories. As a result, the economy has to make a choice between 
the alternative uses of the given resources. 
	¾ Unlimited wants : Human wants are unlimited in number. They are never ending and they can never be fully 

satisfied.

CHAPTER - 4 : THE INDIAN ECONOMY: A STUDY

TOPIC-1
Primary Sector

Revision Notes
¾ In India, over two-thirds of its working population are engaged directly in agriculture and also similarly on 

agriculture and allied activities for their livelihood. According to an estimate, about 60 percent of our working 
population is engaged in agriculture. At present in comparison to that of 2 to 3 percent in U.K. and U.S.A., 6 percent 
in France and 7 percent in Australia. Thus, the employment pattern of our country is very much common to other 
underdeveloped countries of the world. 

 ¾ Agriculture in India, has been the major source of supply of raw materials to various important industries of our 
country. Cotton and jute textiles, sugar, vanaspati, edible oil, plantation industries (viz. tea, coffee, rubber) and 
agro-based cottage industries are also regularly collecting their raw materials directly from agriculture. 

 ¾ About 50 percent of income generated in the manufacturing sector comes from all these agro-based industries in 
India. Moreover, agriculture can provide a market for industrial products as increase in the level of agricultural 
income may lead to expansion of market for industrial products. 

 ¾ Agriculture is the only major source of food supply as it is providing regular supply of food to such a huge size 
of population of our country. It has been estimated that about 60 percent of household consumption is met by 
agricultural products.

 ¾ Contribution of Agriculture:

 (i) Over two-third of the working population are engaged in agriculture and allied activities for earning their 
livelihood.

 (ii)  Agriculture supplies raw material to various industries.

 (iii)  Agriculture helps in earning foreign exchange by contributing nearly 70% in total exports.

 (iv)  Agriculture has enabled India to overcome the problems of food grain shortage.

 (v)  Agriculture contributes about 17% to the total GDP.

 (vi)  Agriculture is one of the major source of revenue for Government in the form of taxes, irrigations charge, 
land revenue, etc.

 (vii) Economic planning in India depends on agriculture. 

 (viii) Agriculture provides markets for a large number of industrial products.

 ¾ Problems of Indian Agriculture 

 (i) Small and fragmented land-holdings 

 (ii) Lack of investment in agriculture 

 (iii) Lack of effective policies 

 (iv) Negligence of natural resources 

 (v) Irrigation facilities 

 (vi) Outdated farming technology 

 (vii) Lack of mechanisation 

 (viii) Inadequate storage facilities 

 (ix) Inadequate transport

 (x) Scarcity of capital 

 (xi) Fragmentation of land holdings
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 (xii) Dependence on monsoon 

 (xiii) Lack of rural credit facilities 

 ¾ Government measures to improve agricultural production: 

 (i) Use of high yielding variety seeds, 

 (ii) Use of fertiliser and insecticides, 

 (iii) Better irrigation facilities, 

 (iv) Adoption of technology, 

 (v) Setting up of agricultural research centres and institutes, 

 (vi) Provision and expansion of rural credit facilities, 

 (vii) Provision of better storage and marketing facilities 

 ¾ Green Revolution is a unique event in the agricultural history of Independent India. The introduction of high-
yielding varieties of Indian seeds after 1965 and the increased use of fertilizers and irrigation are known collectively 
as the Indian Green Revolution. It provided the increase in production needed to make India self-sufficient in 
food grains. 

 ¾ Positive impact of Green Revolution 

 (i) Increase in agricultural production 

 (ii) Prosperity of farmers 

 (iii) Reduction in import of food grains 

 (iv) Capitalistic farming 

 (v) Ploughing back of profit 

 (vi) Industrial growth 

 (vii) Rural employment 

 (viii) Change in the attitude of farmers. 

 ¾ Food Security: Food Security is the ability to assure, on a long term basis, that the system provides the total 
population access to a timely, reliable and nutritionally adequate supply of food. 

 ¾ Role of FCI 

 (i) Effective price support operations for safeguarding the interests of the farmers by providing them 
remunerative prices for their food grains. 

 (ii) Distribution of food grains throughout the country through the Public Distribution System. 

 (iii) Maintaining a satisfactory level of operational and buffer stocks of food grains to ensure National Food 
Security. 

 (iv) Intervention in the food grains market when required for price stabilisation. 

 (v) In its 48 years of operation, FCI has played a significant role in India’s success in transforming the crisis 
management-oriented food security into a stable food security system. 

Know the Terms
n Economic Growth: An increase in output and real incomes, it is usually measured using GDP.

n Planning: Planning is a technique and a means to attain goals. These pre-determined goals are specially 
formulated by the central planning authority.

n Land Reforms: It means increase in agricultural production by the direct intervention of government in the 
form of changing of laws, regulations or customs regarding land ownership in agrarian structure.

n Employment: Employment is an indicator of that situation in which worker is engaged in some productive 
activity for earning his living.

n Worker: All those who are engaged in economic activities are called workers.

n Labour Force: Labour force refers to all the people of who are able to work in a country.

n Rural Development: Rural Development refers to the process of improving the quality of life and economic 
well-being of people living in relatively isolated and sparsely populated areas.
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n Agricultural Marketing: Agricultural marketing covers the services involved in moving an agricultural 
product from the farm to the consumer. Activities involved are planning production, growing and harvesting, 
grading, packing, transport, storage, agro and food processing, distribution, advertising and sale. 

 TOPIC-2
Secondary Sector

Revision Notes
¾ The production side of business activity is referred as industry. It is a business activity, which is related to the raising, 

producing, processing or manufacturing of products. 

¾ Industries which requires huge infrastructure and manpower with an influx of capital assets are Large Scale 
Industries. In India, large-scale industries are the ones with a fixed asset of more than one hundred million rupees 
or `10 crores. 

¾ Medium scale enterprises are understood in India as enterprises where the investment in plant and machinery 
or equipment is between `5 to `10 crore in case of a manufacturing industry and between `2 to `5 crore in case 
of a service sector enterprise. These industries contribute significantly to production, employment, technology, 
innovation and export earnings in the Indian economy.

¾ A cottage industry is a small-scale, decentralized manufacturing business often operated out of a home rather than 
a purpose-built facility. Cottage industries are defined by the amount of investment required to start, as well as the 
number of people employed. They often focus on the production of labour-intensive goods but face a significant 
disadvantage when competing with factory-based manufacturers that mass-produce goods.

¾	The features of cottage industries are as follows: 

(i) Simple equipment: They are used in the production of goods. 

(ii) Indigenous technology: It is used for producing goods. 

(iii) Individuals: The industries are organised by individuals having private resources. 

(iv) Investment: Small amount of capital is invested in the production. 

(v) Simple products: Production of simple products in their own premises. 

(vi) Family labour: Cottage industries use family labour and locally available talent. 

 ¾ The Small Scale Industries are important for the social growth and development of our country. These industries 
are usually started by the lower or middle-class public. Such units are generally under single ownership. So it is a 
sole proprietorship or sometimes a partnership. These small scale industries tend to use labour and manpower for 
their production activities. They require less capital than medium and large scale industries.  

n Supply of raw material
n Provision of food
n Market for industrial goods
n Supply of labour
n Contribution in exports

Interdependence of Agriculture 
and Industry

Contribution of Agriculture to 
Industry

Contribution of Industry to  
Agriculture

n Supply of modern inputs
n Infrastructural facilities
n Employment avenues
n Meeting high income demand
n Less population pressure on  

agricultural land
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 ¾ The features of small scale industries are as follows:

(i) Personal character: SSIs enjoy personal character. It is generally owned by a single entrepreneur or 
partnership. 

(ii) Simple managerial structure: It is managed by owners only. Thus, they can reap the benefits of direct 
motivation, secrecy, flexibility, etc. 

(iii) Labour incentive techniques: There is pre-dominance of labour. These units use labour incentive techniques 
of production instead of mechanised methods of production.

(iv) Local area of operations: The operations of a unit are localised. It depends mainly on local resources but 
products are exported all over the world. 

(v) Simple technology: The machinery and equipment used for production of goods are operated manually 
and are not very sophisticated. 

 ¾ Adverse impacts of industrialisation:

(i) It leads to the depletion of natural resources.

(ii) It leads to air pollution, water pollution and soil pollution. 

(iii) Global warming, climatic changes are the major consequences of industrialization. 

(iv) It causes acid rain. 

(v) It leads to the degradation of land quality. 

(vi) It leads to the generation of hazardous waste whose safe disposal become a big problem. 

(vii) These industries are responsible for adverse diseases and ill effects like silicosis and pneumoconiosis, 
tuberculosis, skin diseases and deafness. 

Know the Terms
n Labour-intensive: A business process where a large workforce or a large amount of work are required in 

relation to output.

n Capital-intensive: A business process where a large amount of investment in property, plant, and equipment 
is required to produce a good or service.

n Decentralisation of Income: It refers to the distribution of income from few hands to all.

n Gestational period: The period between the start of an investment project (setting up a business) and the 
time when production using it can start.

 TOPIC-3
Tertiary sector

Revision Notes
¾ The tertiary industry is the segment of the economy that provides services to its consumers, including a wide range 

of businesses such as financial institutions, schools and restaurants. It is also known as the tertiary sector or service 
industry/sector. As an economy becomes more developed, it shifts its focus from primary to secondary and tertiary 
industries. Examples: banking, insurance, tourism, courier services, etc.

n Categories of Tertiary Sector:

(i)  Commercial Service   
       Industries

(ii)  Personal Service Industries (iii) Social/Charitable Service 
        Industries

l    Education

l    Healthcare

l    Transportation

l   Banking

l    Insurance

l    Communication

l    Storage and Warehousing

l    Cleaning Services

l    Sports

l    Entertainment

l    Accounting Services

l    Recreational Services

l    Healthcare and Mentalcare

l    Food and Subsidies

l    Free Healthcare Services

l    Orphanages

l    Free Education

l    Old Age homes

l    NGO’s

qq
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CHAPTER - 5 : MAJOR PROBLEMS OF  
THE INDIAN ECONOMY

 TOPIC-1
Poverty

Revision Notes
¾ Poverty line is a cut-off point that divides poor from non-poor. 

¾ It was based on minimum daily requirement of 2,400 and 2,100 calories for an adult in rural and urban areas 
respectively.

¾ Absolute poverty is said when household income is below a certain level, which makes it impossible for the person 
or family to meet basic needs of life including food, shelter, safe drinking water, education, healthcare, etc.

¾ Relative poverty is defined to the standard of living as compared to the economic standards of living for other 
people within the surrounding. This means that an individual is considered poor or rich compared with the society, 
the environment or the living conditions of the people he or she is living with.

¾	Relative poverty is when the level of household income is considerably lower than the median level of income 
within a country.

¾ Causes of Poverty in India

 (i) Heavy pressure of population

 (ii) Unemployment and under employment

 (iii) Capital deficiency

 (iv) Underdeveloped economy

 (v) Increase in price

 (vi) Rural economy

 (vii) Lack of skilled labour

 (viii) Deficiency of efficient entrepreneurs

 (ix) Lack of proper industrialisation

 (x) Low rate of growth

 (xi) Lack of infrastructure

Know the Terms
n Head Count Ratio: When the number of poor is estimated as the proportion of people below the poverty 

line, it is known as ‘Head Count Ratio’.

n Poverty line: A cut-off point on the income distribution which divides the population as poor and non-poor. 
People below poverty line are poor and above that line are average or rich. 

n Trickle down effect: The transfer of income from assets owing person to non-assets owing person is called 
trickle down effect. The trickle-down theory states that tax breaks and benefits for corporations, and the 
wealthy will trickle down to everyone else. Trickle-down economies involves less regulation, tax cuts for 
those in high-income tax brackets as well as companies.

n Poverty Gap Index: Poverty gap index is the difference between the poverty line and average income of all 
household living below the poverty line expressed as percentage of poverty line.

n Income Gap Ratio: It is the relationship between total expenditure of the poor and number of people below 
the poverty line.
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TOPIC-2
Unemployment

Revision Notes
¾ Unemployment: Unemployment may be defined as ‘a situation in which the person is capable of working both 

physically and mentally at the existing wage rate, but does not get a job to work’. It has following types:

 (i) Seasonal Unemployment: It is the unemployment that occurs during certain seasons of the year. In some 
industries and occupations like agriculture, holiday resorts, ice factories, etc., production activities take place 
only in some seasons. So they offer employment for only a certain period of time in a year. People engaged 
in such type of activities may remain unemployed during the off- season.

 (ii) Technological Unemployment: It is the result of certain changes in the techniques of production which may 
not warrant much labour. Modern technology being capital intensive requires less labourers and contributes 
to this kind of unemployment.

 (iii) Structural Unemployment: This type of unemployment arises due to drastic changes in the economic struc-
ture of a country. These changes may affect either the supply of a factor or demand for a factor of production. 
Structural employment is a natural outcome of economic development and technological advancement and 
innovation that are taking place rapidly all over the world in every sphere.

¾	 Causes of Unemployment:

 (i) Rapid growth of population and increase in labour force

 (ii) Underdevelopment of the economy

 (iii) Slow growth in the agricultural sector

 (iv) Defective system of education

 (v) Absence of manpower planning

 (vi) Degeneration of village industries

 (vii) Inappropriate technology

 (viii) Slow growth of industrial sector

 (ix) Immobility of labour

 (x) Jobless growth

Know the Terms
n Self-Employed Labour: An arrangement in which a worker uses his own resources to make a living is known 

as self-employed. He owns and operates an enterprise to earn his livelihood.

n Employment: Employment is an indicator of that situation in which worker is engaged in some productive 
activity for earning his living.

n Worker: All those who are engaged in economic activities are called workers.

n Work Force: Group of persons who are engaged in economic activities are called work force.

qq
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CHAPTER - 6 : MAjoR REfoRMs And EMERging 
trends in the indian economy 

Revision notes
¾¾ Liberalisation is the decreasing of government regulations and restrictions in an economy to encourage greater 

participation by private entities. Liberalisation in India was initiated in 1991 with the goal of making the economy 
more market and service oriented and expanding the role of private and foreign investment.

¾¾ Privatization means such an economic process through which some public sector undertaking is brought either 
partially or completely under private ownership. Privatization is the process of transferring an enterprise or 
industry from the public sector to the private sector. The public sector is that part of the economic system that 
is run by government agencies. Privatization may involve either sale of government-held assets or removal of 
restrictions which had prevented private individuals and businesses from participating in a given industry. 

¾¾ Globalisation means integrating the economy with the rest of the world. Globalisation is the spread of products, 
technology, information, and jobs across national borders and cultures. In economic terms, it describes an 
interdependence of nations around the globe fostered through free trade. 

Salient features of LPG Policy :

¾¾ Abolition of Industrial licensing/ Permit Raj 

¾¾ Public sector role diluted

¾¾ MRTP limit goes

¾¾ Beginning of privatisation

¾¾ Free entry to foreign investment and technology 

¾¾ Industrial location policy liberalized

¾¾ Abolition of phased manufacturing programmes for new projects 

¾¾ Removal of mandatory convertibility cause

¾¾ Reduction in import tariffs

¾¾ Deregulation of markets

¾¾ Reduction of taxes

Positive outcomes of LPG reforms :

¾¾ India’s GDP growth rate increased : During 1990-91 India’s GDP growth rate was only 1.1% but after 1991 
reforms GDP growth rate increased year by year and in 2015-16 it was estimated to be 7.5% by IMF.

¾¾ Since 1991, India has firmly established itself as a lucrative foreign investment destination and FDI equity inflows 
in India in 2019-20 (till August) stood at US$ 19.33 billion.

¾¾ In 1991 the unemployment rate was high but after India adopted new LPG policy more employment got generated 
as new foreign companies came to India and due to liberalisation many new entrepreneurs started companies.

¾¾ Per capita income increased due to an increase in employment.

¾¾ Exports have increased and stood at USD 26.38 billion as of October, 2019.

¾¾ Smart City : A smart city uses information and communication technology (ICT) to improve operational efficiency, 
share information with the public and provide a better quality of government service and citizen welfare.

¾¾ Skill India : Skill India campaign was launched by Prime Minister  Narendra Modi on 15th July 2015 with an aim 
to train 40 million people in different skills by 2022 and to encourage and groom professionals to accelerate the 
rate of India’s industrialization and economic growth.

¾¾ Digital India : A campaign launched by Indian Government with a vision to transform India into a digitally 
empowered society and knowledge economy or making the country digitally empowered in the field of 
technology. The aim of this programme was to ensure the Government’s services are made available to citizens 
electronically and for that, improving online infrastructure and increasing Internet connectivity.



Oswaal ICSE Chapterwise & Topicwise Revision Notes, ECONOMICS, Class-IX  17

Know the Terms
	¾ Competitiveness : The degree to which a firm succeeds in selling its product when there is competition in the 

market place. 
	¾ Disinvestment : Privatisation of the public sector enterprises (PSEs) by selling off a part/whole of the equity to the 

general public or any private sector player is known as disinvestment. 
	¾ New Economic Policy : New Economic Policy (NEP) means the efforts made through different policy decisions 

and changes that were made to create competitive environment and increase in productivity and efficiency.
	¾ Balance of payment crisis/problem : If imports persistently exceed exports and if holders of the currency begin 

to lose confidence in the capacity of the economy to pay for their imports, it is said to be the balance of payment 
crisis.


