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An applied science as it is, Economics is a popular subject with which many activities of our 
daily life are related. Alongside, it has also a significant role in national and international 
news. In addition, it is offered as a subject not only in humanities and social sciences but also 
in management, education and law. Therefore, the number of students interested in study of 
Economics is increasing.

This edition of Economics textbook, now in your hand, is designed for the students in Economics 
of higher secondary level (Class XI) with required changes as per the current syllabus of 
Curriculum Development Centre (CDC) of Nepal, with every suggestion and comment given by 
the students, teachers, and general readers. We hope and are sure that the book will definitely 
be of great help to the students and other readers in the subject. The basic objective of this book 
has been to guide the students through the complete course of XI level Economics, as prescribed 
by the NEB, in a way it is easy to understand the otherwise complex concept. To make that 
happen, the book is written in lucid language to facilitate easy and quick comprehension of the 
contents.

CONTENT COVERAGE The course details of XI level Economics are composed of six units: 
Basic Concepts of Economics and Allocation of Resources, Microeconomics, Macroeconomics, 
Development Economics, Nepalese Economy and Quantitative Techniques in Economics. 

The pedagogical aspects of this book are distinct from those of many other similar books. It is so 
because the book emphasizes on the following major pedagogical features in the teaching and 
learning process. 

SPECIAL FEATURES  The book contains some important and specific features in it. The readers 
will find the book as best and really the type they were looking for because it is written by a team 
of well experienced and renowned teachers teaching either at various campuses of Tribhuvan 
University or at different 10+2 colleges. Instead of beginning a chapter in an instructional way, 
we have tried to motivate the students by giving local and practical examples and problems as 
a lead in. 

Multi-coloured design  Every chapter and exercise is designed in multi-colours. 

CONCEPTUAL PICTURES Every chapter of this book begins with pictures appropriate to the 
chapter. Such pictures give the summary of the chapter.

WARM UP ACTIVITIES  Some warm up activities are included before starting the chapter to 
motivate the students.

THINGS TO REMEMBER  Major definitions and key notes are written in TTR to make the 
complex concept easy for readers.

WORKED OUT PROBLEMS  Worked out problems are there to lead the students in the Statistics 
and Mathematics potions. 

PrefaceECONOMICS-IECONOMICS-I
GRADE XI



CLASS AND HOME ASSIGNMENT Class work and home work/ assignment are included at the 
end of every topic. 

SAMPLE ANSWER  A hand written sample answer of  model question 2077 is provided.

LEARNING OBJECTIVES  Every chapter of this book begins with learning objectives, which the 
readers are expected to achieve after they study the chapter. 

Glossary  You find the definition of key terms at the end of every single chapters. 

EXERCISES  Review questions on the concerned topic are given at the end of each chapter so as 
to help the students practice to answer the questions for their examinations.

Practical and Project Work Practical and project works are given at the end of each chapters as 
per the guidance of CDC.

Student friendly design Every chapter and topics of this book is designed as per the requirement 
of the students. 

This book, Principles of Economics, is an outcome of a combined effort. It has been prepared 
by professional teachers of 10+2 colleges and economics teachers at various campuses of 
Tribhuvan University. We have tried to meet the need of those students who have been looking 
for a concise and comprehensive book on economics for Class XI.

We would like to express our warm appreciation to Mr. Nabaraj Bajgain, Managing Director, 
Buddha  Publications Pvt. Ltd., for his cooperation in bringing out this book in this form. Had 
he not pushed us to complete this book quickly, this book would have come later. Other staff 
members of Buddha Publications helped us in several ways. In particular, we would like to 
thank Mr. Dipendra Shrestha and Ms. Rajani Shrestha for their painstaking job of typing the 
manuscript of and designing this book.

Many people helped and encouraged us to get this book published. We express our deep gratitude 
to all of them. We also offer our sincere thanks to our colleagues at various campuses and 10+2 
colleges for sharing their experience on the teaching of XI economics and expectations of the 
students.

Our special thanks also go to the family members of the authors for their patience and cooperation 
during the preparation of this book. This book would not have come out in this form without 
their support. 

We have tried to minimize errors in this book. However, we realize that some errors might have 
left undetected despite our repeated proofreading. We would appreciate if the readers point 
out such errors. Besides, comments and suggestions regarding the content, organization, and 
presentation of the book are welcome.
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Syllabus

Chapters (Scope) (Subject Matters) Credit hours

1. Basic concepts 
of Economics 
and Allocation of 
Resources

1.  Basic concepts of Economics and Allocation of Resources
1.1 	 Definition of Economics: Adam Smith, Alfred Marshall and Lionel 

Robbins
1.2. 	 Concepts and differences between Positive and Normative Economics
1.3	 Concepts and differences between microeconomics and 

macroeconomics. 
1.4 	 Definitions and types of Goods and Services: Normal goods, Giffen 

goods, Inferior, Substitute, Complementary, Private, Public, Economic 
and Free goods.

1.5 	 Introduction and Features of factors of production: Land, Labour, 
Capital and Organization. 

8

2. Microeconomics 2.1 	 Demand, Supply and market Equilibrium 
2.1.1	 Demand: Meaning of Demand, Demand function, Determinants of 

Demand, Law of Demand, Movement along and shift in Demand 
curve, Factor causing shift in Demand curve.

2.1.2	 Supply: Meaning of supply, supply function, Determinants of supply, 
Law of supply, movement along and shift in supply curve, Factors 
causing shift in supply curve.

2.1.3 	 Interaction between Demand and supply
2.1.4 	Simple Numerical Illustrations/Examples
2.2 Elasticity of Demand and supply
2.2.1 	Concepts of Elasticity of Demand and its types: price, Income and cross 

Elasticities 
2.2.2 	Types of price, Income and cross Elasticity of Demand
2.2.3 	Determinants of price elasticity of demand
2.2.4 	Meaning and types of price Elasticity of supply
2.2.5 	Simple Numerical Illustration
2.3 Theory of consumer's Behaviour 
2.3.1 	concepts of cardinal utility: Total and Marginal utility
2.3.2 	Law of Diminishing marginal utility
2.3.3 	Law of substitution
2.3.4 	Concepts of consumer's surplus and producer's surplus.
2.3.5 	Simple Numerical Illustrations.
2.4. Theory of production
2.4.1 	Concepts of production and production function (Short run and long 

run)
2.4.2 	Meaning and Derivation of Total product, marginal product, Average 

product.
2.4.3 	Law of variable proportions
2.4.4 	Laws of Returns to scale
2.4.5 	Simple Numerical Illustrations

38

Economics
Credit hour  5	 Subject Code: Eco303
Total Teaching hour = 160 hours
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3 Macroeconomics 3.1 Introduction to Macroeconomics
3.1.1 	Concepts of closed and open Economy
3.1.2 	Macroeconomic Variables 

25

3.2 National Income Accounting
3.2.1 	Various concepts of National Income: Gross domestic product, Gross 

national product, Net national product, National Income, personal 
Income, Disposable Income, Per capita Income

3.2.2 	Concepts of Nominal GDP and Real GDP; Differences and calculation, 
GDP Deflator

3.2.3 	Measurement of National Income: Expenditure, Income and product 
Method.

3.2.4 	Difficulties of measurement of National Income in the context of Nepal.
3.2.5 	Simple Numerical Illustrations
3.3 Money and Inflation
3.3.1 	Meaning of money, Function of money, Importance and types of 

money.
3.3.2 	Concept of money supply: Narrow and Broad money
3.3.3 	Fisher's quantity theory of money.
3.3.4 	Meaning of Inflation and Deflation, causes and consequences
3.3.5 	Simple Numerical Illustration. 

4. Development 
Economics

4.1 Economic Development, Growth and capital formation
4.1.1 	Concepts of Economic growth and Economic Development.
4.1.2 	 Indicators of Economic Development
4.1.3 	Characteristics of Developing/Less Developed countries
4.1.4 	Capital formation: Meaning and process.

8

5 Nepalese 
Economy

5.1 Overview of Nepalese Economy
5.1.1 	Characteristics of Nepalese Economy
5.1.2 Macroeconomic Indicators of central Government and seven provinces 

of Nepal

28

5.2 Natural Resources of Nepal
5.2.1 	Water Resource: Importance, potentiality, current situation and 

problems of water Resource Development.
5.2.2 Forest Resources: Current situation, Importance, Causes of Deforestation 

and Consequences
5.2.3 	Mineral Resources: Importance and problems.
5.2.4 	Natural Resource Management, Climate change and its impacts in the 

Economy
5.3.	 Agriculture
5.3.1 	Characteristics of Nepalese Agriculture
5.3.2 	Problems of Nepalese Agriculture
5.3.3 	Measures to modernize and commercialization of Nepalese Agriculture.
5.3.4 	Sources of Agricultural Finance in Nepal.
5.3.5 	Agricultural Marketing: Nature, problems and Remedial measures.
5.4 Manufacturing and Tourism Industry in Nepal
5.4.1 Brief History of Industrial Development
5.4.2 Concept and Types of Industry
5.4.3 	 Importance and problems of Industrial sector of Nepal
5.4.4. 	Tourism Industry: Importance, current situation, potentiality, problems 

and Remedial measures.
5.5 Transport and communication
5.5.1 	Role of Transport and communication in Economic Development.
5.2.2 	Means of Transport and communication and current situation. 

6 Quantitative 
Techniques for 
Economics

6. Basic Mathematics
6.1.	 Importance and use of mathematics in Economics
6.2. 	 Equation of straight line
6.3. 	 Differential calculus: Simple and partial Derivatives 

13



Specification Table

Units Very short 
Questions

Short 
Questions

Long 
Questions

Toal 
Questions Total Marks 

Basic Concept of Economics and 
Allocation of Resources 1 1 - 2 1+5=6

Microeconomics 1 3 1 5 1+15+8=24

Macroeconomics 2 1 1 4 2+5+8=15

Development Economics 1 1 - 2 1+5=6

Nepalese Economy 3 1 1 5 3+5+8=16

Quantitative Techniques in 
Economics 3 1 - 4 3+5=8

Total 11 8 3 22 75

Note: Numbering of the questions should be arranged from Very Short Questions (Q.N. 1 to 11), Short Questions (Q.N. 
12 to 19) and Long Questions (Q.N. 20 to 22).
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