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Social Science
Economics Chapter-01
DEVELOPMENT

1. The idea of development or progress has always been with us.

2. We have aspirations or desires about what we would like to do and how we would like to live.

3. Inthis chapter, we shall make a beginning for understanding development.

4. Itisonlythroughademocraticpolitical processthatthesehopesandpossibilitiescanbe achieved in

reallife.
WHAT DEVELOPMENT PROMISES — DIFFERENT PEOPLE, DIFFERENT GOALS:

1. People seekthingsthatare mostimportantforthem,i.e., thatwhich canfulfilltheir aspirations
ordesires.

2. Infact, attimes, two persons or groups of persons may seek things which are conflicting.

3. So two things are quite clear:

(i) Different persons can have different developmental goals.

(i) Whatmaybe developedforone maynotbe developedforthe other. ltmayevenbe destructive

for theother.
INCOME AND OTHERGOALS:

1. Whatpeople desire areregularwork, betterwages and decent price fortheir crops or other
products that they produce. In other words, they want more income.

2. People also seekthingslike equaltreatment, freedom, security, and respectfor others.

3. Insomecases,these maybe moreimportantthanmoreincome ormore consumption because
material goods are not all that you need to live.

4. Money, or material things that one can buy with it, is one of the factors on which our life depends on
non-material things mentioned above.

5. Therearemanythingsthatare noteasilymeasuredbuttheymeanalottoourlives. These are often
ignored.

6. However, itwould be wrong to conclude that what cannot be measured is notimportant.
7. Similarly, for development people look at a mix of goals.

8. Thedevelopmentalgoalsthatpeoplehavearenotonlyaboutbetterincomebutalsoabout better

income but also about other important things in life.



NATIONAL DEVELOPMENT:

1. Itisveryimportantto keepin mind that different persons could have differentas wellas conflicting
notions of a country’s development.
2. Nationaldevelopmentmeansthinking aboutfairandjustpathforall, whetherthereis a better way of

doing things.
HOW TO COMPARE DIFFERENT COUNTRIES OR STATES?

1. Usually,wetake oneormoreimportantcharacteristicsofpersonsandcomparethem based on
thesecharacteristics.

2. Forcomparing countries, theirincomeis consideredto be one ofthe mostimportant attributes.

3. Countries with higher income are more developed than others with less income.

4. Theincome ofthe countryisthe income of allthe residents of the country. Thisgives us the total
income of the country.

5. For comparison between countries, total income is not such useful measure.

6. Hence,we comparetheaverageincomewhichisthe countrydividedbyitstotal population.

The average income is also called per capitaincome.

7. In World Development Report brought out by the World Bank, this

8. Countries with per capita income of USD 12736 per annum and above in 2013, are called rich
countriesandthose with per capitaincome of USD 1570 orlessare called low-income countries.

9. Indiacomesinthe categoryoflowmiddle-income countriesbecauseitspercapitaincome in 2013 was

just US$1570 perincome.
INCOME AND OTHERCRITERIA:

1. Letus compare the per capitaincome of Maharashtra, Kerala, and Bihar.
2. Maharashtra has the highest per capita income and Bihar is at the bottom.
3. So, if per capita income were to be used as the measure of development, Maharashtra will be

considered the most developed state of the three.

PUBLIC FACILITIES:

1. Moneyinyour pocketcannotbuy allthe goods and services thatyou may needto live well.

2. Income by itselfisnotacompletely adequate indicator of material goods and servicesthat citizens are
able to use.

3. Normally, your money cannot buy the pollution-free environment or ensure that you get
unadulterated medicinesunlessyou canaffordto shifttoacommunitythatalready hasall these things.



4. Money may also not be able to protect you from infectious disease unless the whole of your

community takes preventive steps.

HUMAN DEVELOPMENT — Development of an individual in such a way that he can able to earn and

fulfill his materialistic desire.

SUSTAINABILITY OF DEVELOPMENTS:

1. Sincethesecondhalfofthetwentieth century,anumberofscientistshave beenwarning that the
presenttype, and levels, of development are not sustainable.

2. Resources are replenished by nature as in the case of crops and plants.

3. Inthe case of groundwater, if we use more than what is being replenished by rainthen we would be
overusing this resources.

4. Consequences of environmental degradation do not respect national or state boundaries; this issue is
no longer region or nation-specific.

5. Sustainabilityofdevelopmentscomparativelyanewareaofknowledgeinwhichscientists, economists,

philosophers and other social scientists are working together.



Social Science
Economics Chapter — 2
SECTORS OF THE INDIAN ECONOMY

SECTORS OF ECONOMICACTIVITIES:

1. There are many activities that are undertaken by directly using natural resources.

2. For example, the cultivation of cotton. It takes place within a crop season.

3. Whenwe produce agood by exploiting the natural resources, itis an activity of primary sector.

4. Thisis because itforms the base for all other products that we subsequently make.

5. Sincemostofthe natural products we getarefromagriculture, dairy, fishing, forestry, this sector is also
called agriculture and related sector.

6. The secondary sector covers activities inwhich natural products are changed into other formsthrough
ways of manufacturing thatwe associate withindustrial activity. Itisthe next step after the primary.

7. Secondary sector gradually becomes associated with the different kinds of industries that came up, it

Is called as industrial sector.

8. After primary and secondary, there is a third category of activities that fall under tertiary sectorandis
different from the above two. These are activities that help in the development of the primary and the
secondary sector.

9. Transport, storage,communication, banking,trade are some examplesofthetertiary sector. Since
these activities generate services rather than goods, the tertiary sector is also called the servicesector.

COMPARING THE THREESECTORS:

1. Thevariousproductionactivitiesinthe primary, secondaryandtertiary sectorsproducea very large
number of goods and services.

2. Also,thethree sectorshave alarge numberof people workinginthemto producethese goods and
services.

3. Thereisone precautionone hastotake. Noteverygoodthatis producedandsoldalso needs to

becounted.

4. It makes sense only to final goods and services.

5. Forinstance, afarmerwho sells wheat to a flour mill for Rs. 8 per Kg. The mill grinds the wheat and
sells the flour to a biscuit company for Rs. 10 per Kg.

6. Intermediate goodsare usedupin producingfinalgoodsandservices. The value offinal goods that
are used in making the final goods.

7. Thevalue offinalgoods and services producedin each sectorduring a particularyear provides

the total production of the sector for that year.

8. Thesumofproductioninthethree sectorsgiveswhatiscalled GrossDomestic Product (GDP) of



thecountry.
9. Itisthe value of all final goods and services produced within a country during a particular year. GDP
shows how big the economy is.

PRIMARY, SECONDARY AND TERTIARY SECTORS IN INDIA:

1. Overthefortyyearsbetween1971-72and2011-12,whileproductioninallthethree sectors has

increased, it has increased the most in the tertiary sector.

2. Asaresult,intheyear2011-12thetertiarysectorhasemergedasthelargestproducing sectorhas

emergedasthelargestproducingsectorinindiareplacingthe primarysector.
3. There could be several reasons why tertiary sector becoming so importantin India.

(i) First,inanycountryseveralservicessuchashospitals,educationalinstitutions, postand telegraph
services etc. are required. These can be considered as basic services. In a developing country,

the governmenthasto take responsibility forthe provision of these services.

(i) Second, the development of agriculture and industry leads to the development of services such as

transport, trade, storage and the like, as we have already seen.

(i) Third,asincomelevelsrise, certainsectionsofpeople startdemandingmanymore services

like eating out, tourism, shopping, private hospital, private school.

(iv) Fourth,overthepastdecadeorso,certainnewservicessuchasthosebasedon

information and communication technology have become important and essential.

4. Aremarkable factabout Indiais that while there has been a change in the share of the
three sectors in GDP, a similar shift has not taken place in employment.

5. The primary sector continues to be the largest employer even now.

6. More than half of the workers in the country are working in the country are working in the primary

sector, mainly in agriculture, producing only a quarter of the GDP.

7. Thesecondaryandtertiarysectorsproducethree-fourthofthe producewhereasthey employ less

than half the people.

8. Itmeansthatthere are more peopleinagriculture thanisnecessary. So, evenifyoumove afew people

out, production will not be affected. In other words, workers in the agricultural sector are under-



employed.

9. Theunderemploymentishiddenincontrasttosomeone whodoesnothaveajobandis clearly

visible as unemployed. Hence, itis also called disguised unemployment.

10. Wesee otherpeople ofthe service sectoronthe streetpushingacartor sellingsomething where they
may spend the whole day but earn very little.

11. They are doing this work because they do not have better opportunities.
How to Create MoreEmployment?

1. Away bywhichwe cantackle this problemistoidentify, promote andlocate industries and a large
number of people may be employed.

2. Astudyconductedbythe Planning Commissionestimatesthatnearly20lakhjobscanbe created in
the education sector alone.

3. Everystate orregionhasthe potential forincreasingtheincomeandemploymentfor people in
thatarea.

4. Thesame studybythePlanning Commissionsaysthatiftourismasasectorisimproved, every year
we can give additional employment to more than 5 lakh people.

5. Wemustrealizethatsome ofthe suggestionsdiscussedabovewouldtakealongtimeto implement.
6. Recognizingthis, the centralgovernmentinIndiamade alawimplementingthe Rightto Work.

7. Mahatma GandhiNational Rural Employment Guarantee Act 2005 (MGNREGA 2005).
8. UnderMGNERGA 2005, allthose who are ableto, and arein need of, work are guaranteed 100 days

of employment in a year by the government.
9. Ifthe governmentfailsinits duty to provide employment, it will give unemployment allowances

to thepeople.

DIVISION OF SECTORS AS ORGANISED AND UNORGANISED:

1. Theorganizedsectorcoversthose enterprisesorplacesofworkwheretheterms of

employment are regular and therefore, people have assured work.

2. ltis called organized because it has some formal processes and procedures.

3. Theunorganizedsectorischaracterizedbysmallandscattered unitswhicharelargely outside the
control of the government.

4. Jobs here are low-paid and often not regular. Employment is not secure.

5. Thissectorincludesalarge number of people who are employed on their own doing small jobs such
as selling on the street or doing repair work.



How to Protect Workers in the Unorganized Sector?

1. The organized sector offers jobs that are the most sought-after.

2. Itisalsocommon to find many organized sector enterprises in the unorganized sector.

3. Sincethe 1990s, itisalsocommonto see alarge number of workerslosingtheirjobsinthe organized
sector.

4. Intheruralareas, theunorganized sectormostlycomprisesoflandlessagriculture labourers,

small and marginal farmers, sharecroppers and artisans.

5. Nearly 80% of rural households in India are in small and marginal farmer category.

6. Inthe urban areas, unorganized sector comprises mainly of workers in the small-scale industry,
casualworkersinthe construction, trade andtransportetc.,andthosewhoworkas street vendors, head

load workers, garment makers, rag pickers etc.
SECTORS IN TERMS OF OWNERSHIP: PUBLIC AND PRIVATE SECTORS:

1. Inthe public sector, the government own most of the assets and provide all services.

2. Inthe private sector, ownership ofassetsand delivery of servicesisinthe hands of private individuals
or companies.

3. Activities in the private sector are guided by the motive to earn profits.

4. The purpose of the public sector is not just to earn profits.
5. Governments raise money through taxes and other ways to meet expenses on the services rendered

by it.

6. Thereareseveralthingsneededbythe society asawhole butwhichthe private sectorwill not provide
at a reasonable cost.

7. Collecting the money from thousands of people who use these facilities is not easy.

8. Even if they provide these things they would charge a high rate for their.

9. Thus, governments have to undertaken such heavy spending and ensure that these facilities

are available for everyone.

10. There are some of the activities, which the government has to support.

11. Theprivate sectormaynotcontinuetheirproductionorbusinessunlessgovernment ensures it.
12. The government has to bear part of the cost.

13. There are a large number of activities which are the primary responsibility of the government.
Thegovernmentmustspendonthese.Providinghealthandeducationfacilities for all is one example.
14. The government also needs to pay attention to aspects of human development.

15. Itisalsothe dutyofthe governmenttotake care ofthe poorestand mostignoredregions of the
country through increased spending in such areas.



Social Science
Economics Chapter-3
Money and Credit

MONEY AS A MEDIUM OF EXCHANGE:

1. Apersonholding moneycanexchange itforany commodity or service thathe or she might want.
2. Thuseveryonepreferstoreceive paymentsinmoneyandthenexchangethemoneyfor things that
theywant.

3. Bothpartieshavetoagreetoselland buyeachothercommodities. Thisisknownasa Double
coincidence ofwants.

4. What a person desires to sell is exactly what the other wishes to buy.

5. Inabartersystemwheregoodsaredirectlyexchangedwithoutthe use ofmoney, the double
coincidence of wants is an essential feature.

6. Incontrast,inaneconomywhere moneyisinuse, money by providing the crucial

intermediate step eliminates the need for double coincidence of wants.

7. Moneyactsasanintermediateintheexchange process, itiscalledamediumofexchange. This is

known as Barter System.

MODERN FORMS OF MONEY:

1. Wehave seenthatmoneyissomethingthatcanactasamediumofexchangein
transactions.

2. Before the introduction of coins, a variety of objects was used as money.

3. Forexample, since the very early ages, Indians used grains and cattle as money.
Currency:

1. Modern forms of money include currency — paper notes and coins.

2. Moneyisacceptedasamediumofexchangebecausethecurrencyisauthorizedbythe
government of thecountry.

3. InIndia, the Reserve Bank of Indiaissues currency notes on behalf ofthe central
government.

4. As per Indian law, no other individual or organization is allowed to issue currency.
5. No individual in India can legally refuse a payment made in rupees.

Deposits with Bank:
1. The other form in which people hold money is as deposits with the bank.

2. People deposit money with the banks by the opening a bank accountin their name.



3. Banks accept the deposits and also pay an amount as interest on the deposits.

4. People also have the provision to withdraw the money as and when they require.

5. Sincethedepositsintheaccountscanbewithdrawnondemand,thesedepositsarecalled demand
deposits.

6. Itis this facility which lends it the essential characteristics of money.

7. You would have heard of payments being made by cheques instead of cash.

8. Forpaymentbycheque, the buyerwhohasanaccountwiththe bank, make outacheque for a
specificamount.

9. Achequeisapaperinstructingthe bankto payaspecificamountfromthe person’s account to

the person in whose name the cheque has been issued.

10. Thefacilityofchequeagainstdemanddepositsmakesitpossibletodirectlysettle payments
without the use of cash.

11. Sincedemanddepositsareacceptedwidelyasameansofpayment,alongwithcurrency, they
constitute money in the modern economy.

12. Butforthe banks,therewouldbenodemandandnopaymentsbychequesagainstthese deposits.
The modern forms of money—currency and deposits —are closely linked to the working of the modern
banking system.

LOAN ACTIVITIES OFBANKS:

1. Banks keep only a small proportion of their deposits as cash with themselves.

2. Thisiskeptasaprovisionto pay the depositors who might come to withdraw money from the bank on
any given day.

3. Since,onanyparticularday, onlysome ofitsmanydepositors come towithdrawcash, the bank is able
to manage with this cash.

4. Banks use the major portion of the deposits to extend loans.

5. There is a huge demand for loans for various economic activities.

6. Banks make use of the deposits to meet the loan requirements of the people.

7. Inthisway, banks mediate betweenthose who have surplusfundsandthose whoarein need of

thesefunds.

8. Banks charge a higher interest rate on loans than what they offer on deposits.
9. Thedifference betweenwhatischargedfromborrowersandwhatis paid to depositorsis their main

source of income.

TERMS OF CREDIT:

1. Everyloanagreementspecifiesaninterestratewhichthe borrowermustpaytothelender alongwith



therepaymentofthe principaladdition, lenders may demand collateral against the loan.

2. Collateralisanassetthatthe borrowerownsand usesthisasaguaranteetoalenderuntil the loan is
repaid.

3. The interest rate, collateral and documentation requirement, and the mode of repayment together
comprise what is called the terms of credit.

FORMAL SECTOR CREDIT IN INDIA:

1. We have seen that people obtain loans from various sources.

2. Thevarioustypesofloans canbe conveniently grouped asformalsectorandinformal sector
loans.

3. Among the former are loans from banks and cooperatives.

4. Theinformallendersinclude moneylenders, traders,employers, relativesandfriends, etc.

5. The Reserve Bank of India supervises the functioning of formal sources of loans.

6. Forinstance, we have seenthatthe banks maintainaminimumcashbalance outofthe deposits
theyreceive.

7. The RBI monitors the banks in actually maintaining a cash balance.

8. Periodically, banks have to submitinformationto the RBlonhowmuchthey are lending, to whom, at
what interest rate, etc.

9. Thereisnoorganizationthatsupervisesthe creditactivities oflendersinthe informal sector.

10. They can lend at whatever interest rate they choose.

11. Thereis no one to stop them from using unfair means to get their money back.

12. Comparedtotheformallenders, mostoftheinformallenderscharge amuchhigher interest on
loans.

13. Thus, the cost to the borrower of informal loans is much higher.

14. The Higher costofborrowing means alarge part of the earnings of the borrowersis used to repay
theloans.

15. Cheap and affordable credit is crucial for the country’s development.
Formal and Informal Credit: Who gets what?

1. 85% ofthe loans taken by poor households inthe urban areas are from informal sources.

2. Urbanhouseholdstake only 10% oftheirloansare frominformal sources, while 90% are from formal
sources.

3. Therichhouseholds are availing cheap creditfrominformallenderwhereasthe poor households
have to pay a large amount of borrowing.

4. Theformal sector still meets only about half of the total credit needs of the rural people.



5. The remaining credit needs are met from informal sources.

6. Thus,itisnecessarythatbanksandcooperativesincreasetheirlendingparticularlyinthe rural areas
so that the dependence on informal sources of credit reduces.

7. Whileformalsectorloansneedtoexpand,itisalsonecessarythateveryonereceivesthese loans.

8. Itisimportantthatthe formal creditis distributed more equality so thatthe poor can benefit from

the cheaper loans.

SELF-HELP GROUPS FOR THEPOOR:

1. Intheprevioussection,we have seenthatpoorhouseholdsare stilldependentoninformal sources of
credit.

2. Banks are not present everywhere in rural India.

3. Evenwhentheyare present, getting aloanfrom a bankis much more difficult thantaking a loan from
informal sources.

4. Theabsence of collateralis one ofthe majorresources which preventthe poorfrom getting the
bankloans.

5. Informallenders such as moneylender, onthe other hand. Known the borrowers personally

and hence are often willing to give a loan without collateral.

6. However,themoneylenderschargeveryhighratesofinterest,keepnorecordsofthe

transactions and harass the poor borrower.

7. Inrecentyears, people had tried out some newer ways of providing loans to the poor.



Social Science
Economics
Chapter-4 Globalization and the Indian Economy

PRODUCTION ACROSS COUNTRIES:

1. Untilthe middle of the twentieth century, production was largely organized within countries.

2. ColoniessuchasIndiaexportthe rawmaterials andfood stuffandimportedfinished goods.

3. Tradewasthemainchannelconnectingdistantcountries. Thiswasdonebeforelarge companies
called multinational corporation (MNCs) emerged on the scene.

4. An MNC is a company that owns or controls production in more than one nation.

5. MNCssetup officesandfactoriesforproductioninregionswheretheycangetcheap labour and
otherresources.

6. MNCsare notonlysellingitsfinished products globally butmore important, the goods and services are
producedglobally.

7. As aresult, production is organized in increasingly complex ways.

INTERLINKING PRODUCTION ACROSSCOUNTRIES:

1. Ingeneral, MNCssetup productionwhereitis close to the markets; wherethereisskilled and
unskilled labour available atlow costs; and where the availability of other factories of production is
assured.

2. Themoneythatisspenttobuyassetssuchasland, building, machinesandother equipment
iscalledinvestment. Theinvestmentmadebythe MNCsiscalledforeign investment.

3. The benefitto the local company of such joint production is two-fold.

() MNCscanprovide moneyforadditionalinvestments, like buyingnew machinesforfaster production.
(i) MNCs might bring with them the latest technology for production.

4. Butthe mostcommonroute forMNC investmentsistobuyuplocalcompaniesandthento expand

production.

5. Manyofthetop MNCshave wealthexceedingthe entire budgetofthe developing country government.
6. Weseethatthere are avariety of ways inwhichthe MNCs are spreading their production and
interacting with local producers in various countries across the globe.

7. MNCs are exerting a strong influence on production at these distant locations.

8. Asaresult, production in these widely dispersed locations is getting interlinked.

FOREIGN TRADE AND INTEGRATION OF MARKETS:
1. Foreigntradecreatesanopportunityforthe producerstoreachbeyondthedomestic markets i.e.,

markets of their own countries.



2. Forthe buyers, importof goods produced inanother country is one way of expanding the choice of
goods beyond what is domestically produced.
3. Ingeneral, with the opening of trade, goods travel from one market to another.

4. Foreigntradethusresultsin connectingthe markets orintegration of marketsin different countries.
WHAT IS GLOBALISATION?

1. Alarge part of the foreign trade is also controlled by MNCs.

2. Aresultofgreaterforeigntrade hasbeengreaterforeigntrade hasbeengreater integration
of production and markets across countries.

3. Globalizationis this process of rapid integration or interconnection between countries.

4. MNCs are playing a major role in the globalization process.

5. More and more goods and services, investments and technology are moving between countries.
FACTORIES THAT HAVE ENABLED GLOBALISATION:

1. Rapidimprovementintechnologyhasbeenonamajorfactorthathasstimulatedthe globalization
process.

2. Forinstances, the past 50 years have seen several improvements in transportation technology.

3. Evenmoreremarkable have beenthedevelopmentofinformationandcommunication technology.

4. Technologiesinthe areas of telecommunications, computers, and internethave been
changing rapidly.

Liberalization of foreign trade and foreign investment policy:

1. Taxonimportsis anexample oftrade barrier. Itis called abarrier because some restriction

has been set up.

2. Thegovernmentcanusetradebarrierstoincrease ordecreaseforeigntradeandtodecide what kind of
goods and how much of each, should come into the country.

3. TheIndian government, after Independence, had put barriers to foreign investment.

4. Thiswasconsiderednecessaryto protectthe producerswithinthe countryfromforeign competition.
5. Barriers to foreign trade and foreign investment were removed to a large extent.

6. Thismeantthatgoodscouldbeimportedandexportedeasilyandalsoforeigncompanies could set up
factories and offices here.

7. Removing barriers or restriction set by the governmentis whatis known as liberalization.

8. Thegovernmentimposesmuchlessrestrictionthanbeforeandistherefore saidtobe more

liberal.



WORLD TRADE ORGANISATION:

1. Wehave seenthatthe liberalization of foreigntrade and investmentin Indiawas supported

by some very powerful international organization.

2. Theseorganizationssaythatallbarrierstoforeigntrade andinvestmentthatare harmful. There should
be no barriers.

3. World Trade Organization (WTO) is one such organization whose aimisto liberalize

international trade.

4. ThoughWTOissupposedtoallowafreetrade forall,in practice, itis seenthatthe developed
countries have unfairly retained trade barriers.

5. Ontheotherhand, WTOruleshaveforcedthe developing countriestoremovethetrade barriers.

IMPACT OF GLOBALISATION IN INDIA:

1. Inthe lasttwenty years, globalization of the Indian economy has come a long way.
2. Globalization and greater competition among producers — both local and foreign producers—

hasbeenofadvantagetoconsumers, particularlythe well-offsectionsinthe urban areas.Asaresult,
thesepeopletoday, enjoymuchhigherstandardsoflivingthanwaspossible earlier.

3. MNCshaveincreasedtheirinvestmentsinindiaoverthe past20years,whichmeans investing in
India has been beneficial for them.

4. Severalofthetoplndiancompanieshavebeenabletobenefitfromtheincreased

competition.

5. Moreover,globalizationhasenabledsomelargelndiancompaniestoemergeas

multinationals themselves!

6. Globalizationhasalsocreatednewopportunitiesforcompaniesprovidingservices, particularly

those involvingIT.
THE STRUGGLE FOR A FAIR GLOBALISATION:

1. People with education skilland wealth have made the best use of new opportunities.

2. Onthe other hand, there are many people who have not shared the benefits.

3. Fairglobalizationwould create opportunities foralland also ensure thatthe benefits of globalization
are sharedbetter.

4. The government can play a major role in making this possible.

5. Itspoliciesmust protectthe interests, notonly ofrich and the powerful butallthe people in the country.
6. Itcansupportsmallproducerstoimprovetheirperformancetillthetimetheybecome strong

enough tocompete.



7. If necessary, the government can use trade and barriers.
8. Inthe past few years, massive campaigns and representatives by people’s organizations have
influenced important decisions relating to trade and investments atthe WTO.

9. Thishasdemonstrated thatpeople also canplayanimportantroleinthe struggle forfair globalization.



