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ECONOMICS
Chapter - 1

DEVELOPMENT

We learn about the following in this chapter:

The meaning and nature of development and underdevelopment.

Indicators of income development.

Indicators of human development.

Gender-related development.

Every rational person in this world constantly aims to improve

his standard of living. Similarly, no economy remains stagnant.

Instead, it aims to continuously transform itself and move towards

modernity and development. In this chapter, let us understand

the concept of development and the parameters used to measure

development.

1. Development and Underdevelopment :

Development : We use the word ‘development’ often in our daily

lives. We use it to refer to the progress of a particular field or a

particular person, for example, rural development, social

development, educational development, women and children’s

development etc. Similarly, the economic progress of a country is

known as economic development. However, the interpretation of

the concept of economic development keeps on changing from time

to time, and its meaning gets extended further.

Generally, National income is defined as sum total of all the

goods and services produced in a country during one year. From

ancient times, the continuous increase in the national income is

refered as economic development.

The increase in national income also leads to an increase in

the income of the  People, which enables them to afford quality

education and health care. People apart from buying essential

goods and services also save a portion of their income for their

future to lead a good living.
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People demand more goods and services as their standard of
living increase. Hence there will an expansion in industrial and
service sector which will lead to an increase in employment
opportunities. It also absorbs the surplus labor from agriculture
giving them suitable training. Due to this phenomenon there will
be increase in the number of people working in industrial and
service sectors. consequently the contribution to the national
income from these sector will increase. This shift in the economic
system from agriculture to industry and services is considered as
positive change of the economy. The use of appropriate modern
technology in the process helps to increase the productivity and
increase the rate of economic development.

The Economic development without excluding any portion of
the population in the growth process, is regarded as ‘inclusive
growth’. It is regarded as real development. The goods and services
as well as  income produced in the country should be shared as
equally as possible among all the people. If the share of development
process has to reach everybody, then apart from increase in the
percapita income, property, unemployment and  inequality should
be reduced. Consequently all the people of the country should be
provided with nutrition food, adequate clothing, shelter, quality
education people health care, potable drinking water, quality
sanitary facility, clean environment and judicial system. Only then
the standard of living in the people will improve and become
meaningful, which will lead to real inclusive development.

Underdevelopment : The word ‘Underdevelopment’ denotes a
backward, undeveloped stagnant situation. In an underdeveloped
economy, the production and per capita income is  less. The majority
of people in such a country cannot afford the basic necessities of
food, clothing and shelter. Majority of them are illiterates and
superstious. They suffer from diseases due to lack of sanitation
and medical facilities. India during the British rule is an example
for such an economy. They had no civic amenities. There was no
freedom. For instance, as a result of the centuries’ old rule and
economic exploitation of the British, pre-independence India had
turned into a poor country. Hence India was referred to as an

underdeveloped country.
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The situation in many
countries which achieved freedom
from European imperialism after
World War II was not much
different from that of India. All
these countries were referred to by
various names as poor, backward
and underdeveloped countries.
Now the situation is changing in
all these countries. Developmental
activities are taking place at a fast
pace. Each country is progressing
on the path of development. Thus,
these underdeveloped countries
are now being called developing
countries.

According to World
Development Report, all countries
with middle income and low income
are referred as developing
countries. After Independence,
India implemented five-year plans
and accelerated economic
developmental activities. Due to
which India became a developing
nation. In recent years the growth
rate has accelerated.

2. Income indicators of development :

A country’s development depends on many factors. The most
important among them is its income. The total income of all the
people residing in country is called national income. In order to
understand the level of development of a country and compare the
development of one country with that of another, the national
income is used as an indicator of development. According to this
interpretation, those countries which have higher national income
are called developed countries. The other countries are called
backward countries.

Do you know this?

World Development Report –

2012

According to the 2012 World

Development Report, as per the

2010 per capita income, countries

have been categorized as below:

1.High Income Countries:

These are countries with per

capita income of more than

$12,276. Ex: Thirty countries

including the United States of

America, Canada, England,

Japan etc.

2.Average Income Countries:

These are countries with per

capita income of minimum $1006

to maximum $12,275. Ex:

China, India, Korea, Egypt, Iran

etc.

3.Low Income Countries:

These are countries with per

capita income of less than

$1005. Ex. Ethiopia, Kenya,

Bangladesh, Nepal etc.
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However, economic progress cannot take place in a country
where the population increases along with the increase in national
income. Comparison of economic development between countries
which have different levels of population, will not be appropriate.

Percapita income is being used as an indicator of development
instead of national income. The percapita income is arrived by
dividing the national income by the total number of people in the
country. It is the average income of each individual in the country.

It is believed that as per capita income increases, there is an increase

in the standard of living of the people, and consequently there is

economic growth. However, the increase in percapita income does

not reveal the distribution of  income among people.

Country – 1 : Unequal Country – 2 : Equal
distribution of income distribution of income

Observe the pictures given above. They indicate the distribution of income

in two different countries. The per capita income is the same in both the

countries, but the distribution of income among the people is different. In

the first country, distribution of income is uneven. Hence there are only a

few rich people and many poor people. The poor are deprived of all facilities.

In the second country, the income is distributed equally among all the people.

Thus there are neither poor people, nor exceptionally rich people in that

country. All people enjoy all facilities equally.

If the income is not distributed equally among the people, there

will be no improvement in the standard of living with just an
increase in the per capita income. Per capita income does not take
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into consideration the availability of education, health or other

similar social factors. Hence, attempts are made to adopt alternative

parameters of measuring the development of a country.

3. Human Development Indicators

The primary purpose of economic progress is human welfare.

Its objective is to enable people to lead a excellent quality life. If

people had to enjoy the quality life they had to be provided with

adequate food, shelter, clothing, educaton, health, legal help, social

security, clear water, pure air and unpollated environment.

In order to measure the quality of human life, the United Nations

Development Programme (UNDP) has formed a criterion known as

‘Human Development Index’. The Human Development Index (HDI)

is framed to  measure longestivity, knowledge and standard of living

through three indication, namely :

1. life expectancy 2. educational achievements

3. standard of living

The age till which the people of a country can expect to survive

is called life expectancy. If so, what are the factors enabling man to

live for a very long time? Availability of nutritious food, excellent

health and hygiene facilities, clean environment etc. enables man

to live longer. All these factors are represented in life expectancy.

As the educational level rises, the country’s economic progress

also improves. The educational achievement of a country is measured

on the basis of two factors: the average period of schooling completed

by individuals above 25 years, and the expected period of school

education children of 5 years might receive in their lifetime.

The standard of living is measured on the basis of the Gross

National Income percapita.

     The life expectancy of the people, educational achievements

and Gross National income percapita represent the development

of the people of the country. The average of these three indicators

is the ‘Human Development Index’.
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Do you know this?

Human Development Index

     Human Development Index (HDI) is

the criterion formed by the United

Nations Development Program to

measure the human standard of living.

It was framed in 1990. The credit of

framing it goes to Pakistani economist,

Mehboob Ul Haq. India’s Dr.Amartya

Sen has also contributed his

suggestions to the framing of the

criterion. On the basis of HDI, the

countries of the world have been

classified as below:

Countries which have high

human development: These have

HDI above 0.8.

Countries which have middle

level human development: These

have HDI between 0.5 and 0.8.

Countries which have low

human development: These have

HDI below 0.5.

Human Development Educational Achievement in 2011

Countries HDI Life expectancy Avg. period Expected period Per capita

2011 (in years) of schooling of school edn. income (PPP in $)

Norway 0.943 81.1 12.6 17.3 47,557

Australia 0.929 81.9 12.0 18.0 34,431

China 0.687 73.5 7.5 11.6 7,476

India 0.547 65.4 4.4 10.3 3,468

Pakistan 0.504 65.4 4.9 6.9 2,550

Bangladesh 0.500 68.9 4.8 8.1 1,529

* PPP dollars: Purchasing power parity in dollars

The development of
countries is understood on the
basis of Human Development
Index. Development of
different countries is also
compared and contrasted. On
the basis of Human
Development Index, the
countries of the world are
classified into three groups.

The HDI of India has been
rising steadily, and in 2011 it
was 0.547. Therefore, India is
grouped under the middle
group of countries which have
achieved human development.

4. Gender-Related Development

The role of women in the
developmental process is very
significant. Women, who form
half of the population, have the
capability to work in all fields

of the economic system. It is
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the duty of civilized society to provide social, economic, educational

and political equality to all women.

After Independence, our Constitution has assured equal

freedom, equality and opportunities to both men and women. Thus,

even women can benefit from the economic development of the

country. Many steps are being taken to eliminate gender

discrimination.

Facts and Figures of Census 2011

States Gender Gender Ratio Total Male Female

Ratio* of children literacy literacy literacy

(0-6 years) rate rate rate

Haryana 877 830 76.64 85.38 66.77

Rajasthan 926 883 67.06 80.51 52.66

Bihar 916 933 63.82 73.39 53.33

Karnataka 968 943 75.60 82.85 68.13

Kerala 1084  959 93.91 96.02 91.98

India 940 914 74.04 82.14 65.46

* Gender ratio is the average number of women per 1000 men.

Greater attention is being given to the health of pregnant and

lactating women. Steps are being taken to alleviate malnutrition

in mothers and children. Due to this, post-natal mortality has

reduced. An evil practice of detecting the gender of the foetus and

destroying it if found to be a female one, is growing. This has reduced

the gender ratio. Attempts are being made to control this evil

practice effectively through legislation.

The government is encouraging education of the girl child. In

spite of this, female literacy is much lower than male literacy.

According to the 2011 census, male literacy was 82.14% while

female literacy was 65.46 %.
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Do you know this?

Gender Equality Index (GEI)

     In order to identify gender equality
in economic development, Gender
Equality Index has been framed at the
international level. The indices range
from 0 to 1, with 0 indicating complete
equality and 1 indicating inequality.
In 2008, India’s GEI was 0.748, and
it stood at the 122nd place in the list of
168 countries. This means that there
is great gender inequality in India.

Discuss :

Discuss with women
empowerment associations the
projects undertaken by the
government for women
empowerment in recent days.

The ratio of the number of

women working to that of the

total number of women in the

country is known as ‘Women’s

Job Participation Rate’. In

2009-10, according to

published facts and figures, the

percentage of men employed in

jobs was 54.6, whereas for

women, it was only 22.8. This

means that the number of

women working in jobs is very less. The work done by women at

home without any remuneration has not been considered here.

The government has provided opportunities for women to work in

all fields. Educated women are coming forward to avail all these

opportunities.

It has been globally accepted

that if a country has to achieve

progress in all fields, gender

equality and women empowerment

are two very important necessary

factors. When women are given

equal opportunities to work in all fields like men, the society and

country can achieve progress. Encouraging women to take social,

economic and political decisions like men is called ‘Women

Empowerment’.

EXERCISES

I. Fill in the blanks with suitable words :

1. The total value of all goods and services produced in a year

in a country is called ________________________.

2. The standard of living is measured by _________________.
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3. The average of life expectancy, educational achievement
and standard of living is called __________________.

4. The ratio of the number of women working in various jobs
to that of women in the country is called _________.

II. Answer the following in one sentence each:

1. What is meant by economic development?

2. Name the indicators of income development.

3. Expan HDI.

4. Define ‘Women Empowerment’.

III. Discuss the following in groups and answer the questions:

1. Which are the facilities necessary for people to have a good
standard of living?

2. What are the features of underdeveloped countries?

3. It is not appropriate to measure the development of a
country based on its national income. Why?

4. What are the indicators of human development?

5. Per capita income cannot be a true measure of development.
Why?

6. Which are the factors responsible for enhancing man’s life
expectancy?

IV. Activities :

1. Refer to the Internet and collect the latest facts and figures
relating to indicators of Human Development Index
according to Human Development Report.

2. Have an interview with members of women empowerment
associations nearby, and collect information about the
economic development in their families in the past 5 years.

 


