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Patience and strenuous effort will always be rewarded. …. 

Special Thanks to My Guru Shri Kapil Chabbra 

 

Nothing in the world can take the place of Perseverance, Talent will not; Genius will not; Education will 
not; 

Persistence and Determination alone are Omnipotent 

 
 
 
 
                                 Arise Awake and Stop not, Till the Goal is reached. Swami VivekanandJi. 
 
            When nothing seems to help, I go & look at a stonecutter hammering away at his rock, perhaps a 

hundred times, with no crack showing in it. Yet, at the hundred – and – one blow it will split into 
two, and I know it was not that blow that did it but all that had gone before, Remember, Failure is 
not final – unit you make it final. 

 
 

There is no stronger force known to mankind than for a human being to get down on his knees and ask God for 
Guidance         Stanley Arnold 
Genius is only the power of making continuous effort    Anonymous 
 

 

IMPORTANT POINTS FOR QUICK REVISION 
Lesson - 1 Introduction to Micro Economics 

1. Economic problem arises due to two reasons  
(a) Unlimited wants (b) Scarce Resources 
2. Economics is a science of wealth - Adam Smith, JB Say  
3. Economics as a science of Material well being - Alfred Marshal, A.C. Pigou  
4. Economics as a science of Choice making - Robbins.  
5. Economics as a science of Dynamic growth and Development - Paul A. Samuelsem  
6. Micro Economics is the study of particular firm, particular household, particular industry. 
Thus, it is a study of a particular unit rather than all the units combined eg. Theory of product 
pricing, Theory of consumer behavior  
7. Macro Economics theory is that part of economics, which studies the overall average, and 
aggregate of the system such as total production, total saving etc.  
Under macroeconomics we study 
(a) Theory of National Income and output 
(b) Theory of Employment 
8. It should be noted that both micro and macro economics are interdependent  
9. Economics is both science and an art - It is science in its methodology and art in its 
application  
10. Economics as positive science - It states what is and not what ought to be. According to 
Robbin - Economics is neutral between ends. It does not pass value Judgement anyone with the 
limited money may use it for buying tobacco and not peanuts.  
11. Economics as normative science - It refers to what ought to be. It makes an assessment of 
an activity and offers advice. It is based on welfare economics for e.g. changing the level of 
interest rates is a better way of managing the economy than using taxation and government 
expenditure.  
12. Deductive method of study of Economics is the process of reasoning from general to 
particular. This method is also called abstract, hypothetical or a priori because it is based on 
abstract reasoning and not actual facts.  
13. Inductive method of Reasoning from particular to general or from individual to the 
universal  
14. Mainly there are 3 central Economic problems 
(a) What do produce  (b) How to produce  (c) For whom to produce  
15. Production possibility curve may be defined as a curve, which shows the various 
combinations of two goods that can be produced in any economy with a given amount of 
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resources and technology. PPC is also known as production possibility frontier and 
transformation curve 
16 All points on PPC curve show that goods and service are produced at least cost and no 
resource is wasted and the economy is productively efficient.  
17. Trade off refers to movement from one alternative to other alternative on the PPC curve 
18. Shifting of PPC curve to right indicates Economic growth. 
 
 Economics is both science and art. It is science in its methodology and art in its 
application.  
 Professor Robbin emphasized the positive aspects of science but marshal and pigou have 
considered the ethical aspects of science which are normative  
 Economics is neutral between ends is said by robbins 
 Opportunity cost of a given activity is defined as the value of the next best activity. If 
opportunity cost were constant, PPC would be a straight line. 
 In capitalist economics there is wide gap of income between the rich and the poor. 
 Micro economics theory is a branch of economics that deals with the problem of allocation of 
resources  
 Labour intensive techniques would get chosen in a labour surplus economy. 
 The fundamental premise of Economics is “Individual choose the  alternative for 
which they believe the net gains to be the greatest.  
The concave shape of PPC is due to increase in opportunity cost. 
 Adam Smith is known as father of economics. 
 In a free market economy the allocation of resources is determined by consumer preference.    

Lesson - 2 
1. Demand refers to the quantity of a good or service that consumers are willing and able to 
purchase at various prices.  
2. Determinants of Demand are 
(a) Price of the commodity (b) price of related commodities (c) Income of the households  (d) 
Taste and preference (e) other factors 
3. When there is equitable distribution of Income, then APC will rise. When there is inequitable 
distribution of Income , there APC will fall.   
4. Demand and price have inverse relationship or demand and price has negative relationship 
5. Demand curve slopes downward to the right due to following factors 
(a) Substitution Effect  (b) Income effect   (c) number of consumers  
6. Exception to the law of demand, Incase of exception there is POSITIVE relationship between 
demand and price ie when price rises demand rises e.g. Conspicuous goods, giffen, goods 
impulsive purchases etc.  
7. Conspicuous goods are those goods in which consumer measure the utility of a 
commodity by its price. ie if commodity is   expensive they think it has got more utility e.g. 
diamonds etc.  
8. Factor affecting elasticity of demand  
(a) Availability of substitutes - more the substitutes higher the elasticity and vice versa.  
(b) Position   of a commodity in the consumer budget - Greater the proportion of income spent on 
a commodity the greater will be its elasticity of demand and vice versa. 
(c) Nature of the commodity - luxury goods - Price elastic, while necessities are price inelastic  
(d) Number of uses - More the possible uses of a commodity the greater will be its price elasticity 
and vice versa.  
(e) Tied Demand - demand for those goods, which are tied to other, are normally inelastic.  
(f) Price range - Goods which are in very high price range or in very low price range have 
inelastic demand. 
9. Expansion and contraction in demand / movement (change in QUANTITY Demanded). When 
due to price change demand changes.  
10. Increase and Decrease in Demand / shifting (change in demand) when due to change in 
factors other than price demand changes.  
11. Movement is also called change in quantity demanded and which includes expansion and 
contraction of demand shifting is also called change in demand, which includes increase and 
decrease in demand.  
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