















































= Social scientists study all aspects of society from past events and achievements to human
behaviour and relationships among groups.
= Social scientists, analyse poverty from many aspects besides levels of income and
consumption.
These aspects are -
- Poor level of literacy
- Malnutrition leading to poor resistance to disease
- Lack of access to healthcare
- Lack of job opportunities
- Lack of access to sanitation and safe drinking water and so on

Social Exclusion:
= [tis a process through which individuals or groups are excluded from facilities, benefits and
opportunities that others (their “betters”) enjoy.
= A typical example is the working of the caste system in India in which people belonging to
certain castes are excluded from equal opportunities. This caused more poverty than the
lower income.

Vulnerability:

= Vulnerability to poverty is a measure, which describes the greater probability of certain
communities (say, members of a backward caste, or tribal) or individuals (such as a widow
or a physically handicapped person) of becoming, or remaining, poor in the coming years.

=  Vulnerability is determined by various options available to different communities in terms
of assets, education, job, health, etc. and analyse their ability to face various risks like
natural disasters. The group which face greater risk at the time of natural calamity are called
vulnerable groups.

Vulnerable Groups:

= Social groups which are most vulnerable to poverty are scheduled caste and scheduled tribe
households.

= Among the economic groups, the most vulnerable groups are the rural agricultural labour
households and the urban casual labour households.

= The double disadvantage, of being a landless casual wage labour household in the socially
disadvantaged social groups of the scheduled caste or the scheduled tribe population
highlights the seriousness of the problem.

International Poverty Line:

= The international poverty line is a monetary threshold under which an individual is
considered to be living in poverty.

= It is calculated by taking the poverty threshold from each country—given the value of the
goods needed to sustain one adult—and converting it into dollars.

= Current international poverty line is $1.90 per day.
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Causes of Poverty in India

1.

Low level of economic development under the British colonial administration: Policies of

the colonial government ruined traditional handicrafts and discouraged development of

industries like textiles.

Low Rate of Growth until 1980s:

= This resulted in less job opportunities and low growth rate of incomes.

= This was accompanied by a high growth rate of population.

= The two combined to make the growth rate of per capita income very low.

= The failure at both the fronts: promotion of economic growth and population control
perpetuated the cycle of poverty

Irrigation and Green Revolution:

= With the spread of irrigation and the Green revolution, many job opportunities were created
in the agriculture sector.

= But the effects were limited to some parts of India

Industries:

= The industries, both in the public and the private sector, did provide some jobs. But these
were not enough to absorb all the job seekers.

= Unable to find proper jobs in cities, many people started working as rickshaw pullers,
vendors, construction workers, domestic servants etc.

=  With irregular small incomes, these people could not afford expensive housing.

= They started living in slums on the outskirts of the cities and the problems of poverty,
largely a rural phenomenon also became the feature of the urban sector.

Income inequalities:

= Another feature of high poverty rates has been the huge income inequalities.

= One of the major reasons for this is the unequal distribution of land and other resources.

= Land reforms have not been properly implemented and lack of adequate land resources is
also a reason for many people to be poor.

= Small farmers borrow money for seeds, fertilisers and pesticides, etc. and later on fail to pay
landing in debt trap. This high level of indebtedness is both the cause and effect of poverty.

= Since lack of land resources has been one of the major causes of poverty in India, proper
implementation of policy could have improved the life of millions of rural poor.

Anti-Poverty Measures

Removal of poverty has been one of the major objectives of Indian developmental strategy. The
current anti-poverty strategy of the government is based on the following two objectives

@) Promotion of Economic Growth :

e The government has promoted economic growth during the last few years.
Economic growth was low till the 1980s but has increased significantly since
then, causing significant poverty reduction.

e The high economic growth helps in a significant reduction of poverty. There is
strong linkage between economic growth and poverty reduction.

e Economic growth widens opportunities and provides the resources needed to
invest in human development.

e High economic growth encourages people to send their children (including the
girl child) to school with hope of better economic returns from investing in
education.
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e But still, the rural poor may not take direct advantage of economic growth. Due
to lack of growth in the agricultural sector, the large number of people remain
poor in rural areas

(i) Targeted Anti-Poverty Programmes:

= Mahatma Gandhi National Rural Employment Guarantee Act (MGNREGA)-
The Act provides 100 days assured employment every year to every rural household. One-
third of the proposed jobs would be reserved for women. The central government will also
establish National Employment Guarantee Funds.
Similarly, state governments will establish State Employment Guarantee Funds for
implementation of the scheme. Under the programme, if an applicant is not provided
employment within 15 days s/he will be entitled to a daily unemployment allowance

=  Public Distribution System (PDS)
(PDS) which evolved as a system of management for food and distribution of food grains
plays a major role in poverty alleviation. This programme is operated jointly by the Central
Government and the State Government of India. The responsibilities include:

o Allocations of commodities such as rice, wheat, kerosene, and sugar to the States and
Union Territories.

o Issue of Ration Cards for the people below the poverty line.

o Identification of families living below the poverty line.

o Management of food scarcity and distribution of food grains.

PDS was later launched as Targeted Public Distribution System (TPDS) in June 1997 and is
controlled by the Ministry of Consumer Affairs, Government of India. TPDS plays a major
role in the implementation and identification of the poor for proper arrangement and
delivery of food grains. Therefore, the Targeted Public Distribution System (TPDS) under
the Government of India plays the same role as the PDS but adds a special focus on the
people below the poverty line.

= National Rural Livelihood Mission (NRLM)

o It was launched in 2011 by the Ministry of Rural Development and aided by the
World Bank. NRLM aims to create an efficient and effective system for the rural
poor to access financial services.

o Self Help groups are formed at the village level to help the needy.

o To that end, the objective is to create sustainable opportunities by empowering and
enabling the poor to increase their household income. In addition to income-
generated assets to the poor — they would also be facilitated to achieve increased
access to rights, entitlements and public services, diversified risk and better social
indicators of empowerment.

o The mission aims at harnessing the innate capabilities of the poor and complements
them with providing them the capacity to participate in the growing economy of the
country. In 2015, the program was renamed to Deendayal Antayodaya Yojana
(DAY-NRLM).

= National Urban Livelihood Mission
o It was launched in 2013 by the Ministry of Housing and Urban Affairs.
o It focuses on organizing urban poor in Self Help Groups, creating opportunities for
skill development leading to market-based employment and helping them to set up
self-employment ventures by ensuring easy access to credit
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= Pradhan Mantri Jan Dhan Yojana

o It was launched in 2014 by the Ministry of Finance.

o It aimed at direct benefit transfer of subsidy, pension, insurance etc. and attained the
target of opening 1.5 crore bank accounts. The scheme particularly targets the
unbanked poor.

= Pradhan Mantri Awaas Yojana

o It was launched in 2015 by the Ministry of Housing and Urban Affairs

o The Housing for All scheme was an initiative of the Indian government to establish
housing facilities for slum dwellers. It was introduced by the Indian government’s
Ministry of Housing and urban poverty Alleviation. This is also known as the
Pradhan Mantri Awas Yojana. It is for both people residing in urban and rural areas
that fulfil certain criteria.

o The aim is to provide solid and permanent housing with all the basic amenities
including toilet, LPG connection, electricity connection and drinking water.

= Pradhan Mantri Ujjwala Yojana (PMUY)

o It was launched in 2016 by Ministry of Petroleum and Natural Gas.

o It envisages the distribution of 50 million LPG connections to women below the
poverty line

= National Nutrition Mission (NNM), Poshan Abhiyan

o It was launched in 2018 by Ministry of Women and Child Development.

o To reduce the level of under-nutrition and also enhance the nutritional status of
children in the country. Also, to improve the nutritional outcomes of adolescents,
children, pregnant women and lactating mothers.

= Pradhan Mantri Shram Yogi Maan-Dhan (PM-SYM)

o It was launched in 2019 by Ministry of Labour and Employment

o Itis a central government scheme that is introduced for old age protection and social
security of Unorganised Workers (UW)

= Prime Minister Street Vendor’s AtmaNirbhar Nidhi — PM SVanidhi

o It was launched in 2020 by the Ministry of Housing and Urban Affairs.

o It aims to provide micro-credit facilities to street vendors affected due to COVID-19
pandemic
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CHAPTER 4

This chapter will demystify the following concepts:
Food Security

Hunger

Buffer Stock

Public  Distribution  System
(PDS)

Ration Cards

Poverty Alleviation Schemes
Integrated Child Development Scheme (ICDS)

AN NN
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What is Food Security?

Food security means availability, accessibility and affordability of food to all people at all times.
The poor people are more vulnerable to food insecurity.

Food security depends on the Public Distribution System (PDS) and government vigilance and
action at times, when this security is threatened.

Dimensions of Food Security
= Availability of food: It means food production within the country, food imports and the
previous year’s stock stored in government granaries.
= Accessibility: It means food is within the accessible to all.
= Affordability: It means Food is affordable to all & an individual can buy enough food to
fulfil his dietary needs.

How food security is ensured in a country?

Food security can be ensured a country by:
= Enough availability of food for all.
= Food should be of acceptable quality and all persons should have the capacity to buy it.
= No barrier should be there on the accessibility of food.

How is food security affected during a calamity?

= Due to a natural calamity, say drought, total production of food grains decreases. It creates a
shortage of food in the affected areas.

= Due to shortage of food, the prices go up.

= At the high prices, some people cannot afford to buy food.

= [fsuch calamity happens in a very wide spread area or is stretched over a longer time period,
it may cause a situation of starvation.

= A massive starvation might take a turn of famine

What is a Famine?

A famine is a widespread scarcity of food, caused by several factors including war, inflation, crop
failure, population imbalance, or government policies. This phenomenon is usually accompanied or
followed by regional malnutrition, starvation, epidemic, and increased mortality.

FAMINE of 1943 in Bengal was the most devastating famine of India.

No. of Deaths: 30 Lakhs in Bengal Province
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Who are 'food-insecure'?
= A large number of people suffer from food insecurity in India, the worst affected groups are
landless people with little or no land to depend upon, traditional artisans, and providers of
traditional services, petty self-employed workers and beggars.
= In Urban areas affected workers are those who are employed in ill- paid jobs.
= The social composition along with the inability to buy food also plays a role in food
insecurity.
= The SCs, STs and some sections of the OBCs (lower castes among them) who have either
poor land-base or very low land productivity are prone to food insecurity.
A high incidence of malnutrition prevails among women. This is a matter of serious concern
as it puts even the unborn baby at the risk of malnutrition.

Food Security in India
= After the Green Revolution the country has avoided famine even during adverse weather
conditions.
= India has become self-sufficient in food grains during the last 30 years because of a variety
of crops grown all over the country.
= Availability of food grain in the adverse weather condition has also been ensured with a
proper food security system.

Hunger:
= Hunger is another aspect indicating food insecurity.
= The attainment of food security therefore involves eliminating current hunger and reducing
the risks of future hunger.
= Hunger has chronic and seasonal dimensions.

Chronic Hunger
= Chronic hunger is a consequence of diets persistently inadequate in terms of quantity and/or
quality.
= Poor people suffer from chronic hunger because of their very low income and in turn
inability to buy food even for survival.

Seasonal Hunger
= Seasonal hunger is related to cycles of food growing and harvesting.
= This is prevalent in rural areas because of the seasonal nature of agricultural activities and in
urban areas because of the casual labour, e.g., there is less work for casual construction
labour during the rainy season.
= This type of hunger exists when a person is unable to get work for the entire year.

Buffer Stock-
= [t is a stock of food grains procured by the government through the Food Corporation of
India (FCI).
= FCI purchases wheat and rice from the farmers where surplus production is there and they
pay a pre announced price.
= This pre announced price is known as Minimum Support Price.
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= MSP is declared every year before the sowing season to provide incentives to farmers for
raising the production of these crops.

Why this buffer stock is created by the government?
e This is done to distribute food-grains in the deficit areas and among the poorer strata of the
society at a price lower than the market price also known as Issue Price.
o This also helps resolve the problem of shortage of food during adverse weather conditions or
during the periods of calamity.

Programmes For Food Security In India

In mid-1970s, National Sample Survey Organisation (NSSO) reported the high incidence of poverty
level. Due to this, three important food intervention programmes were introduced. They are

e Public Distribution System (PDS) for food grains

e Integrated Child Development Services (ICDS)

Public Distribution System-

The food procured by the FCI is distributed through government regulated ration shops among the
poorer section of the society. This is called the Public Distribution System (PDS).
The Ration shops are now present in most localities, villages, towns and cities. These shops are
also, known as Fair Price Shops. Food grains, Sugar, Oil for cooking are sold at these shops at the
cheaper rates than the market. Any family with ration card can buy these essentials
e Nodal Ministry — Ministry of Consumer Affairs, Food, and Public Distribution.
o PDS is operated under the joint responsibility of the Central and the State Governments.
o Central Govt. via FCI = Procurement + Storage + Transportation + Allocation of
food grains to the State Governments
o State Governments= Operational responsibilities+ State allocation+ Identification
of eligible families + Issue of Ration Cards + supervision of the functioning of Fair
Price Shops (FPSs)
o Commodities covered (Vary state to state) — wheat, rice, sugar and kerosene, pulses,
edible oils, iodized salt, spices, etc.

Modus Operandi of PDS

o The Central and State Governments share responsibilities in order to provide food grains to
the identified beneficiaries.

e The centre procures food grains from farmers at a minimum support price (MSP)and sells
it to states at central issue prices. It is responsible for transporting the grains to godowns in
each state.

o States bear the responsibility of transporting food grains from these godowns to each fair
price shop (ration shop), where the beneficiary buys the food grains at the lower central
issue price. Many states further subsidise the price of food grains before selling it to
beneficiaries.
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Importance of PDS

Ensuring Food and How Public Distribution works:
Nutritional Security of
the nation by
strengthening Pillars of
Food security

Stabilising food prices
Maintain the buffer

stock of food
Redistribution ' of ANt Gralle
grains— Surplus regions LIriiiiiiisiss

of the country to J \ ..
deficient regions. v \\_-/
Stabilizing ~ Farmers Cpotraisichidos

Income

Issues Associated with PDS System in India

Identification of beneficiaries: Studies have shown that targeting mechanisms such as
TPDS are prone to large inclusion and exclusion errors. For example According to the
estimation of an expert group set up in 2009, PDS suffers from nearly 61% error of
exclusion and 25% inclusion of beneficiaries, i.e. the misclassification of the poor as non-
poor and vice versa.

Leakage of food grains:(Transportation leakages + Black Marketing by FPS owners) TPDS
suffers from large leakages of food grains during transportation to and from ration shops
into the open market. In an evaluation of TPDS, the erstwhile Planning Commission found
36% leakage of PDS rice and wheat at the all-India level.

Poor Access to Public Services — Inefficiency

Indifference, Apathy — Non-Responsiveness

Rampant corruption, Extortion by *Agents & Middlemen’- Weak Accountability

Loose Systems & Weak Integrity — Abuse of Discretion

Weak Civil Society — Low Demand for Good Governance

Issue with procurement: Open-ended Procurement i.e., all incoming grains accepted even
if buffer stock is filled, creates a shortage in the open market.

Issues with storage: A performance audit by the CAG has revealed a serious shortfall in
the government’s storage capacity. Given the increasing procurement and incidents
of rotting food grains, the lack of adequate covered storage is bound to be a cause for
concern.

Poor quality of food grains

The provision of minimum support price (MSP)has encouraged farmers to divert land
from production of coarse grains that are consumed by the poor, to rice and wheat and
thus, discourages crop diversification.

Environmental issues: The over-emphasis on attaining self-sufficiency and a surplus in
food grains, which are water-intensive, has been found to be environmentally
unsustainable. Procuring states such as Punjab and Haryana are under environmental stress,
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including rapid groundwater depletion, deteriorating soil and water conditions from
overuse of fertilisers

Types of Ration Card

There are three kinds of ration cards:
1. Antyodaya cards for the poorest of the poor
2. BPL cards for those below poverty line
3. APL cards for all others.

Antyodaya Anna Yojana (AAY)
AAY was launched in December 2000. One crore of the poorest among the BPL families covered

under the targeted public distribution system were identified. Poor families were identified by the
respective state rural development departments through a Below Poverty Line (BPL) survey.
Twenty-five kilograms of food grains were made available to each eligible family at a highly
subsidised rate of Rs 2 per kg for wheat and Rs 3 per kg for rice, with 35 kg qty. The scheme has
been further expanded twice by additional 50 lakh BPL families in June 2003 and in August 2004.

National Food Security Mission (NFSM) was launched in 2007-08 to increase the production of
rice, wheat and pulses through (i) area expansion and productivity enhancement, (ii) restoring soil
fertility and productivity, (iii) Creating employment opportunities and (iv) enhancing farm level
economy. Coarse cereals were also included in the Mission from 2014-15 under NFSM. The
interventions covered under NFSM include cluster demonstrations on improved package of
practices, demonstrations on cropping system, Seed distribution of high yielding varieties, farm
machineries/resources conservation machineries/tools, efficient water application tools, plant
protection measures, nutrient management/soil ameliorants, cropping system-based trainings to the
farmers etc.

The National Food Security Act (NFSA), 2013

Government enacted that National Food Security Act, 2013 (NFSA) in July 2013 with an
intended coverage of upto 75% of rural population and upto 50% of urban population for receiving
highly subsidized foodgrains under Targeted Public Distribution System. One of the guiding
principles of the Act is its life cycle approach wherein special provisions for supplementary
nutrition have been made for pregnant women and lactating mothers and children in the age group
of 6 months to 14 years.

o Every pregnant woman and lactating mother are entitled to meal, free of charge, during
pregnancy and six months after the child birth, through the local anganwadi.

o Every child in the age group of six months to six years, is entitled to age-appropriate meal,
free of charge, through the local anganwadi.

e In the case of children, up to class VIII or within the age group of six to fourteen years,
whichever is applicable, one mid-day meal, free of charge is provided every day except on
school holidays, in all schools run by local bodies, Government and Government aided
schools.

o State Government through the local anganwadi, also identify and provide meals, free of
charge, to children who suffer from malnutrition.
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Anganwadi is a type of rural child care centre in India. They were started by the Indian government
in 1975 as part of the Integrated Child Development Services program to combat child hunger
and malnutrition. Anganwadi means "courtyard shelter" in Hindi.

Currently, ration cardholders can avail their entitlement of subsidised foodgrains under the National
Food Security Act, only from the designated Fair price shop (FPS) within the concerned state. To
address the grim state of food security in the country and combat the problem of hunger, the
government has started the ‘One Nation, One Ration Card’

Integrated Child Development Scheme Integrated Child Development Services E .
ICDS (ICDS) Scheme e
The ICDS is a government programme | Serving Children of 0.6 years and Pregnant & Lactating Mothers ]

in India which provides food, preschool

education, primary healthcare, Supplementary Nutrition Immunization
immunization, health check-up and

referral services to children under 6  pre-School Education l'-. Hoalth Check-ups
years of age and their mothers. ICDS is

linked with Anganwadi Centre to Health & Nutrition Education "_i,..u Raferral Sarviess
provide these services. gl

Role of cooperatives in food security:

e The role played by cooperatives in food security of India is important especially in the
Southern and Western parts of the country.

e The cooperative societies set-up shops to sell low priced goods to poor people. For example,
out of all fair price shops running in Tamil Nadu, around 94% are being run by the
cooperatives.

e The examples shown below are success stories of cooperatives in order to contribute in food
security of India In Delhi, Mother Dairy is making progress in the provision of milk and
vegetables to the consumers at a controlled rate decided by the Government of Delhi.

e Amul is another success story of cooperatives in milk and milk products from Gujarat. It has
brought about the White Revolution in the country.

Points to Remember:

e The availability, accessibility and affordability of food to all people at all times is called
food security.

e When there is problems in food production or distribution, poor household has to suffer the
most.

e The food, security in India depends on the Public Distribution System (PDS) and vigilant
and timely action of the government.

e Food is an essential item for the survival of human being. Food security of a nation is
ensured if all of its citizens have enough nutritious food available (availability), all person
having the capacity to buy food and there is no barrier on access to food (accessibility).

e The poorest strata of society are mostly food insecure and the better off might face food
insecurity during national disaster and calamity.
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e During natural calamity there is decrease in foodgrain production, which causes shortage of
foodgrain. The increased price ultimately leads to starvation and famine.

e Epidemics during famine is caused by forced use of contaminated water or decaying food
and loss of body resistance due to weakening from starvation.

e Landless people, traditional artisans, petty self-employed workers and destitute Including
beggars are worst affected groups from food and nutrition insecurity.

e Workers of ill-paid occupations and casual labourer are the most food insecure people in
urban areas.

e Agriculture is seasonal and low paying activity. Besides the inability to buy food, the social
composition (like SCs, STc, OBCs etc) also has role in food insecurity.

e Economically backward states, with high incidence of poverty, tribal and rural areas, regions
prone to natural disaster has largest number of food insecure people.

e Poverty and hunger are dimensions of food insecurity.

e Hunger can be chronic or seasonal. The chronic hunger is the consequence of a diet
regularly deficient in quantity and quality due to lack of income.

e The seasonal hunger is the consequence of seasonal nature of food production and
harvesting which affects landless agricultural labourers the most.

e Through Green Revolution, India attained self-sufficiency in foodgrain production.

e The food security system of government consists of component of buffer stock and public
distribution system.

e Buffer stock is the stock of foodgrains (wheat and Rice) procured by government (through
FCI) from surplus producing state for distribution (through PDS) to deficit states and the
poorest section of society.

e The pre-announced price, paid by government to farmers is called Minimum Support Price
(MSP).

e The price at which foodgrains is distributed to poorer section of people is called issue price.

e It is lower than market price. The system of distribution of food procured by the FCI among
the poorer section of society is called the Public Distribution System (PDS).

e Ration shops (also known as fair price shops), keep stocks of foodgrains, sugar, kerosene etc
to be sold to people at a price lower than market price.

e In addition to PDS, the other poverty alleviation programme comprising component of food
security are :

e Integrated Child Development Service (ICDS); Food For Work (FFW), mid day meals,
Antyodaya Anna Yojana (AAY) etc. Various cooperatives, NGOs are also working
intensively along with government to ensure food security of India. Mother Dairy, Amul,
Grain banks are regarded as successful and innovation food security intervention
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CHAPTER 5

This chapter will demystify the following concepts:
Understanding Development

Development Comparison

Per capital income

Human development

Sustainable development

SN NENEN

Developmental Economics =K >
= Developmental economics is a branch of 2
economics that deals with- improving the
economic, social and monetary conditions of people, regions and countries.

= [t studies the transformation of poor countries into rich and prosperous ones.

=  While studying and measuring this level of development it uses factors such as health,
literacy, working conditions, domestic & international policies and market conditions with a
focus on improving conditions in the world's poorest countries.

= The application of development economics is complex and varied as the cultural, social, and

economic frameworks of every nation is different.

Development Means Different Things for Different People

= Different people have different notions of development because life situations of persons are
different and therefore their aspirations and desires and goals.

= Development for a person in rural area will be different than development for a person in
urban areas. However these desires, needs may also be conflicting.

= That is in achieving the development objectives of one person - the desires of other may
have to be compromised.

= Development of a Dam may be useful for generation of electricity but it will be destructive
for the tribals whose villages will get submerged.

WHAT MAY BE DEVELOPMENT FOR ONE, MAY NOT BE DEVELOPMENT FOR OTHER.

Goals of Development
Development seeks to improve the overall quality of life or a person and it has to meet more than
just monetary (income) goals. To measure this we need some indicators that help us measure:

e Income

e Health

¢ Education
e Equality

e Security

e Respect

» Some of these factors can be measured, while others can’t be. This does not mean they are
not important indicators of development. Such as how would you measure the notion of
security? It may be different for people of different strength!!
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» When taking decisions, it is expected of you to weigh all your options.

» For example, when changing a school you will look at not just the quality of education but
also the environment and other facilities such as sports, extra-curricular activities, discipline
etc.

» Similarly, when measuring development we have to do it by considering an appropriate mix
of all goals.

» When a woman works, she becomes an active part of economy and thus her status and
respect in the family also increases. Every person desires, not just an increase in their
disposable income but other benefits that come with it such as quality life.

What should be the development goals for India?

Are there poor people in India? - Income Equality (Purchasing Power)

Are all people in India educated? - Literacy

Are all people in India healthy? - Life Expectancy

Is the environment pollution free? - Use of Clean Energy

Are all social groups treated equally? - Reservation for SCs, STs, Women & disabled

Is India safe for Women? - Gender Equality

There can be several other goals and different people will have different notions and their priority of
these goals can also vary.

A ANER NI NI NI N

Development comparison-
» If Different Countries/Regions/People have Different Development Goals and Definitions,
then how do we compare them?
» What does it mean when we say a country is developed, developing or under developed?
» We categorize these countries by whose perspective?

¢ In a class for example, a student who is good in studies may not be good in sports, or one
who is very social may not be great in studies. Different student will have different qualities
and talents, but there are students who are able to balance all their goals and are said to have
overall development.

¢ There are some characteristics that are considered more important than others and we base

our comparison based on these characteristics. This applies to measurement of development

too.

What factors do we consider for measurement of Development and what indicators are used
to measure them?

e Income - Average Income, Per Capita Income and Purchasing Power Parity

o Health - Infant Mortality Rate, Life Expectancy and Body Mass Index (BMI)

o Education - Literacy Rate, Net Attendance Ratio

Should we use Total National Income or Average Income as an indicator for Income?
% For measuring income levels, it is desirable to take average income of a region than the
gross income as it helps in finding the purchasing power of an average person.
% For example; Singapore being small country has a GDP of $350 Billion and India has a
GDP of close to $3 Trillion. In absolute terms the GDP of India is greater than GDP of
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Singapore, but the population of Singapore is much less than population of India and
therefore the average income in much higher in Singapore.

% Therefore, for comparison between countries, total income is not such an useful measure.
Since, countries have different populations, comparing total income will not tell us what an
average person is likely to earn.

% Hence, we compare the average income which is the total income of the country divided by
its total population. The average income is also called per capita income

s In World Development Reports, brought out by the World Bank, this criterion is used in
classifying countries.

s As per 2022-

Low-income_economies are defined as those with a per capita income (here- GNI per
capita) of 31,045 or less in 2020,

Lower_middle-income_economies are those with a GNI per capita between 31,046 and
$4,095; <INDIA IS CURRENTLY IN THIS CATEGORY >

Upper_middle-income _economies are those with a GNI per capita between $4,096 and
$12,695;

High-income economies are those with a GNI per capita of $12,696 or more.

Understanding some key terms associated with Human development
Average Income or Per Capita Income

- It is the total income of the country divided by its total population.
- The average income is also called per capita income.

- Per Capita Income is calculated in dollars for all countries so that it can be compared.

Infant Mortality Rate
- Infant Mortality Rate (or IMR) indicates the number of children that die before the age of
one year as a proportion of 1000 live children born in that particular year

Literacy Rate
- Literacy Rate measures the proportion of literate population in the 7 and above age group.

Net Attendance Ratio
- Net Attendance Ratio is the total number of children of age group 6-10 attending school as a
percentage of total number of children in the same age group.

Human Development Report
- Human Development Report published by UNDP compares countries based on the
educational levels of the people, their health status and per capita income

Gross Enrolment Ratio
- Gross Enrolment Ratio for three levels means enrolment ratio for primary school, secondary
school and higher education beyond secondary school.
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Body Mass Index (BMI)

> Calculating one's body mass index is one approach to determine if an adult is malnourished.

> It is calculated by diving a person's weight (in kilogrammes) by the square of their height (in
metres), expressed in units of kg/m?, resulting from mass in kilograms and height in metres

> If this number is less than 18.5 then the individual is regarded to be malnourished. If this
BMI is greater than 25, the individual is considered overweight.

Human Development Report
Human Development Report is published by the United Nations Development Programme
(UNDP). The first HDR was launched in 1990 by the Pakistani economist Mahbub ul Haq and
Indian Nobel laureate Amartya Sen.
Each report also presents an updated set of indices like-

1. Human Development Index

2. Inequality-adjusted Human Development Index
3. Gender Development Index
4. Gender Inequality Index
5. Multidimensional Poverty Index
DIMENSION
DIMENSIONS INDICATORS INDEX
Lo n g an d . Life expectancy atbirth  * Life
healthy Iife expectancy index
Knowledge : S:r;‘:::lt;c;years o « Education index H DI
« Mean years of schooling Human Development
Index
A decent

« GNI per capita (PPP $) « GNI index

standard of living

The Human Development Index (HDI) is a summary measure of average achievement in key
dimensions of human development: a long and healthy life, being knowledgeable and have a decent
standard of living. The HDI is the geometric mean of normalized indices for each of the three
dimensions.

The health dimension is assessed by life expectancy at birth, the education dimension is measured
by mean of years of schooling for adults aged 25 years and more and expected years of schooling
for children of school entering age. The standard of living dimension is measured by gross national
income per capita.
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Sustainable Development

It means development without hampering
the Environment. It is the process of
development that satisfies the present

Environmental
Sustainability

needs without compromising the needs of Prudent use of natural resources
. and effective protection of the
the future generation. environment

Environmental Sustainability:
= [t prevents nature from being used
as an inexhaustible source of

resources and ensures
. . . USTAINABLE
its protection and rational use. S
p : DEVELOPMENT
= Aspects such asenvironmental Economic
conservation, investment Sustainability
. . Maintenance of high
in renewable energy, saving and stable levels of
. . economic growth and
water, supporting sustainable employment
mobility, and innovation
in sustainable construction and
architecture, contribute to
achieving environmental

sustainability on several fronts.

Social Sustainability:
= [t can foster gender equality, development of people, communities and cultures to help

achieve a reasonable and fairly-distributed quality of life, healthcare and education across
the Globe.

Economic Sustainability:
= Focuses on equal economic growth that generates wealth for all, without harming the
environment.
= Investment and equal distribution of economic resources.
= FEradicating poverty in all its forms and dimensions.

1 million species on Increase in atmospheric
track for extinction. temperature and extreme

weather events.
Need for
Sustainable Rising Sea -Levels:
Extinction threat to Small
Development

Island nations due to
climate change.

Overexploitation of

Natural Resources

The decline of more than 60% of
the world's marine fisheries.

Scarcity of Resources

Food production needs to double Nearly 2/3rd of the world’s population
over the next 40 years at a time when will be living in water-scarce/water-
almost 23% of the world's agricultural stressed areas by 2025.

land has been degraded.
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CHAPTER- 6

This _chapter will demystify the
following concepts:

Money & Credit

Double Coincidence of wants
Barter System

Loan Activities of Banks
Formal & Informal Sector of
Credit

Self Help Groups (SHGs)

ANANE NN

AN

What is Money? == = T
Money is a medium of exchange. Anyone having money can use it to exchange for goods and
services they may need or want.

What is barter system?

When money in its present form wasn’t there people used to exchange goods and services with each
other. This system is called the barter system. The buyer and seller have to agree to exchange the
goods both of them have. This creates a problem of double coincidence of wants.

What a person desires to sell is exactly what the other wishes to buy. In a barter system where
goods are directly exchanged without the use of money, double coincidence of wants is an essential
feature

[ DON'T NEED

SHOES. I NEED Eig%fﬂ' Hastis
CLOTHES WHEAT,

Why money is called a medium of exchange?

Money eliminates the double coincidence of wants by providing a uniform medium of exchange
that is acceptable by everyone. It acts as an intermediate in the process of exchange and hence is
called a medium of exchange.
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Types and Forms of Money

Earlier cattle and grain was used as a medium of money. As humans discovered metals and
found better means of extracting and processing metals, we started using them as Money.
Up until 100 years back, metals coins such as silver coins, gold coins, copper coins were
used as a medium.

Lately we have seen emergence of cashless economy dominated by digital transactions
through credit cards, debit cards, bank transfers etc. where no tangible asset is exchanged.
With the loss of trust in government system, we are even seeing adoption of crypto
currencies such as Bitcoin, Ripple, Ethereum etc.

What is a Currency?

Currency - Modern currency is not made up of precious metals. It does not have any use of
its own unlike cattle and grains.

It is accepted by everyone because it is authorized by the government. It cannot be refused
as a medium of payment as per the law. Such currency is called as legal tender or fiat
money.

In India RBI issue the currency notes and the coins are issued by the Government of India.
You can see the sign of the RBI governor on all currency notes except for Re. 1 note which
is signed by the Finance Secretary.

All coins on the other hand are minted by the Government of India

Why do people deposit money with banks?

We do not need money all the time and we cannot carry it with us at all times. After meeting our
requirements we save the extra money. This money can be saved by us in our homes or in a bank.

A bank provides interest on the savings and as well as security to the deposits from burglary, theft

etc.

Since the deposits in the bank accounts can be withdrawn on demand, these deposits are called
demand deposits

DEPOSITORS
People make People take
deposits loans
I. E . :,! =Y
9 ,5;;‘4
Fi?
.5‘: '&: 7
oy s People make People repay
- }2 D 1 withdrawals and loans with
AT get interest interest

COACH UP IAS, Bl, 18, Puraniya Chauraha, Aliganj, Lucknow 8318600261 / 8009803231




Loan Activities of Banks:

e Banks keep only a small

Prpportlon of their deposits as cash Débaets P - e
with themselves. BANI

e Banks use the major portion of the
deposits to extend loans. :
Depositors Borrowers

e There is a huge demand for loans I J

for various economic activities.
Withdrawals + Repayment +

Interest on Deposit Interest on Loan

e Banks make use of the deposits to
meet the loan requirements of the
people. In this way, banks mediate
between those who have surplus funds (the depositors) and those who are in need of these
funds (the borrowers).

e Banks charge a higher interest rate on loans than what they offer on deposits.

e The difference between what is charged from borrowers and what is paid to depositors is
their main source of income

YA e &6 Nenil Bavar NH, 65 Ram Ghat S — Chegue.
State Bank Of India  NahadeyRoad_ 110025 0 1 012020 e A cheque is a paper
. ay Teach Lane i _ e e onomoen | IDStructing the bank to pay a
. vt rupees Five Thousand Only — = i . specific amount from the
— w_____l person’s account to the person
| . 8563261452630 oo o suoen in whose name the cheque has

5¥5bco0n2 Here Signature %/_‘ been made.
Dipak Das e It helps in settling the
MULTI-CITY CHEQUE Payable at Par at Al Branches of 581 Pleazs sign ahave transaction Without use Of
®950020" £9500203 2% DD2BEO 31 cash.

(Cheque No)  (MICR Code)  [(RBIA/C NO) (Transation Code)

What are Time Deposits?

There is some money that people save in schemes, such as provident fund, insurances, recurring
deposits and the money cannot be withdrawn before specified time. These are called Time Deposits.
We should know that the Interest on Time Deposits > Interest on Demand Deposits.

What is Credit?

When money/goods/services are loaned under an agreement by the lender to the borrower in return
of promise of future repayment is called credit.

The agreement normally has terms of credit which list out how much money is being loaned, for
what time, what will be the interest and provision in case of non-repayment.

What are terms of credit?

Interest rate, collateral and documentation requirement, and the mode of repayment together
comprise what is called the terms of credit. The terms of credit can vary depending on nature of
lender or borrower.

Credit can play and positive and negative role depending on its usage and terms of credit.
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Positive Role of Credit

When an entrepreneur or businessman borrows money on credit, he/she may use it for meeting the
capital requirements for buying new machinery, raw materials or goods which can help in
increasing his production.

He can use the money from his profits to repay the loan. In this case, credit plays a positive and
vital role in development.

Negative Role of Credit

When a farmer borrows money for seeds, irrigation and harvest and is not able to get the necessary
output from farming, he/she fails to repay the loan and might have to sell their land for repayment
of loan.

In this case, rather than helping the farmer, credit played a negative role and pushed him/her further
in situation from where recovery is difficult.

Collateral
e C(ollateral is an asset that the borrower owns (such as land, building, vehicle, livestock,
deposits with banks) and uses this as a guarantee to a lender until the loan is repaid.
e If'the borrower fails to repay the loan, the lender has the right to sell the asset or collateral to
obtain payment.
e Property such as land titles, deposits with banks, livestock are some common examples of
collateral used for borrowing.

Terms of Credit:

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

The terms of credit vary substantially from one credit arrangement to another.

They may vary depending on the nature of the lender and the borrower

Formal Sector of Credit
o Loans are availed from Banks and Cooperatives
o Credit activity is monitored by RBI
e No unfair means of repayment of loan
o Interest Rate is Lower - thereby making borrowing cheaper
o As aresult, borrowers have more income left after repayment of interest
e Borrowers can easily pay off debt

Informal Sector of Credit
o Loans are availed through moneylenders, relatives, traders, friends etc
o Credit activity is not monitored by RBI or any other agency
o Unfair means of repayment of loan may be employed such as loan sharks
o Interest Rate is high- thereby making borrowing expensive
e As aresult, borrowers have less or no income left after repayment of interest
o Borrowers can get into a debt trap
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It is therefore necessary that banks and cooperatives increase their lending particularly in the rural
areas, so that the dependence on informal sources of credit reduces.

Due to benefits of the formal sector, we need more of banks and cooperatives. They provide cheap
credit which is crucial for country’s development

What are Self Help Groups?

National Bank of Agriculture and Rural Development (NABARD) defines Self-Help
Groups as ‘a homogenous group of rural poor voluntarily formed to save whatever amount
they can conveniently save out of their earnings and mutually agree to contribute and
emergent credit needs’.

A Self-Help Group is defined as a “self-governed, peer-controlled information group of
people with similar socio-economic background and having a desire to collectively
perform common purpose”.

SHG is a mini voluntary agency for self-help at the micro level has been focused on the
weaker section particularly women for their social defence. So basically, the concept of
SHGs serves the principle “by the women, of the women and for the women”.

Self-Help Groups are informal associations of people who choose to come together to find
ways to improve their living conditions. They help to build Social Capital among the poor,
especially women.

The most important functions of a Self-Help Groups are:

o To encourage and motivate its members to save,

o To persuade them to make a collective plan for generation of additional income, and

o To act as a conduit for formal banking services to reach them.
Such groups work as a collective guarantee system for members who propose to borrow
from organised sources. Consequently, Self-Help Groups have emerged as the most
effective mechanism for delivery of micro-finance services to the poor. The range of
financial services may include products such as depos1ts loans money transfer and
insurance. '
The SHGs comprise very poor
people who do not have access to
formal financial institutions. | |
They act as the forum for the %
members to provide space and
support to each other. It also enables
the members to learn to cooperate
and work in a group environment.
The SHGs provide a savings F ‘ / A
mechanism, which suits the needs of the members. It also provides a cost- effectlve dehvery
mechanism for small credit to its members.
The SHGs significantly contribute to the empowerment of poor women by involving
them in some productive activity which in turn will yield something to overcome their
poverty.
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Objectives of SHG

The main objectives of SHG is to inculcate the habit of thrift savings, banking culture, that is,
availing the loan and repaying the same over a given period of time and in the process, again
economic prosperity through credit. SHGs are mostly informal groups whose members pool
their savings and relent within the group on a rotational or need basis.

Origin and Evolution of SHGs:

Major

SHGs originated in the year 1975 at Bangladesh by Mohammed Yunus of Chittagong
University. It is a programme related to the eradication of poverty in general, rural
development through women empowerment in particular.
Its initiation-credit in India in 1986-87 goes to National Bank for Agriculture and
Rural Development (NABARD). But the real effort was taken after 1991-92 from the
linkages of SHGs with banks.
The first organised initiative in this direction was taken in Gujarat in 1954 when
the Textile Labour Association (TLA) of Ahmedabad formed its women’s wing to
organise the women belonging to households of mill workers in order to train them in
primary skills like sewing, knitting embroidery, typesetting and stenography etc.
In 1972,it was given a more systematized structure when Self Employed Women’s
Association (SEWA) was formed as a Trade Union under the leadership of Ela Bhatt.
She organised women workers such as hawkers, vendors, home based operators like
weavers, potters, papad / agarbatti makers, manual labourers, service providers and small
producers like cattle rearers, salt workers, gum collectors, cooks and vendors with the
primary objective of:

o Increasing their income and assets;

o Enhancing their food and nutritional standards; and

o Increasing their organisational and leadership strength.

o The overall intention was to organise women for full employment.
In the 1980s, MYRADA - a Karnataka based non-governmental organisation,
promoted several locally formed groups to enable the members to secure credit collectively
and use it along with their own savings for activities which could provide them
economically gainful employment.
Today, around 44% of the total Bank-linked SHGs of the country are in the four
southern States of Andhra Pradesh, Tamil Nadu, Karnataka and Kerala.
NABARD-Bank Linkage Programme: 40.95 million families and 204.75 million people
having been covered under this programme and the cumulative loan figure standing at
18040 crores as on 31-03-2007.

Functions of an SHG

Freedom from exploitative debt — In rural India, people are still dependent on informal
moneylenders. These moneylenders exploit these poor people by entering into false
agreements, writing wrong amounts on papers, charging excessive interest rates and
confiscating property on failing to repay the loan. SHGs free these people from clutches of
moneylenders.

Collective  guarantee system— for members who propose to  borrow
from organised sources. The poor collect their savings and save it in banks. In return they
receive easy access to loans with a small rate of interest to start their micro unit enterprise.
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* Leadership development: SHGs provide organisational platform to rural people to act as
leader for their respective activities. SHGs provide dynamic leadership as every person gets
a chance to lead according to the skill sets. Example: In Andhra Pradesh alone, 1,40,000
women leaders were created.

= Social integrity —SHGs encourages collective efforts for combating practices like dowry,
alcoholism etc.

*» Gender Equity —-SHGs empowers women and inculcates leadership skill among them.
Empowered women participate more actively in gram sabha and elections.

» Pressure Groups —their participation in governance process enables them to highlight
issues such as dowry, alcoholism, the menace of open defecation, primary health care etc
and impact policy decision.

*= Voice to marginalized section— Most of the beneficiaries of government schemes have
been from weaker and marginalized communities and hence their participation through
SHGs ensures social justice.

= Savings — All SHG members regularly save a small amount. The amount may be small, but
savings have to be a regular and continuous habit with all the members.

= “Savings first — Credit later” should be the motto of every SHG member.

= Internal lending — The SHG should use the savings amount for giving loans to members.
The purpose, amount, rate of interest, schedule of repayment etc., are to be decided by the
group itself.

» Financial inclusion — SHGs have mobilised millions of people across the country especially
women. 40.95 million families and 204.75 million people having been covered under
NABARD-Bank Linkage programme and the cumulative loan figure standing at 18040
crores as on 31-03-2007

= Impact on Housing & Health —The financial inclusion attained through SHGs has led to
reduced child mortality, improved maternal health and the ability of the poor to combat
disease through better nutrition, housing and health — especially among women and children.

= Banking literacy —It encourages and motivates its members to save and act as a conduit for
formal banking services to reach them.
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CHAPTER 7

This chapter will demystify the following concepts:

v Foreign Trade

v Joint Ventures

v Multinational
Corporations
(MNCs)

v Globalisation

v' Advantages &
Disadvantages of
Globalisation

Foreign trade

e Foreign trade has been the main channel connecting countries. Trade routes connected India
and South Asia to markets both in the East and West such as the Silk Route.

e Trading interests attracted various trading companies such as the East India Company to
India.

e Foreign trade creates an opportunity for the producers to reach beyond the domestic markets

e For the buyers, import of goods produced in another country is one way of expanding the
choice of goods beyond what is domestically produced.

e The opening of trade allows goods to travel
from one market to another.

e Choice of goods in the markets rises. Prices
of similar goods in the two markets tend to
become equal.

e Foreign trade thus results in connecting the
markets or integration of markets in different
countries. Indien Occan

e More and more goods and services,
investments and technology are moving
between countries.

e There is movement of people between countries in search of better income, better jobs or
better education.

Multinational corporations (MNCs):

e A MNC is a company that owns or controls production in more than one nation.

e MNGCs set up offices and factories for production in regions where they can get cheap labour
and other resources.

e This is done so that the cost of production is low and the MNCs can earn greater profits.

¢ Investment made by MNC:s is called foreign investment.
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Why do MNCs decentralise their production?

= MNCs set up offices and factories for production in regions where they can get cheap labour
and other resources. This is done so that the cost of production is low and the MNCs can
earn greater profits.

= Production is organised in increasingly complex ways. The MNCs not only sell the finished
products globally, but also produce goods and services globally.

=  Production process is divided into small parts and spread out across the globe.

= Companies set up units across countries depending upon the strength of particular nations.

= Example, China & Vietnam provides advantage of being a cheap labour market for
production while India has the advantage of an educated and skilled English speaking youth.

= In general, MNCs set up production where it is close to the markets; where there is skilled
and unskilled labour available at low costs; and where the availability of other factors of
production is assured.

= MNCs might look for government policies that look after their interests.

= Large MNCs in developed countries place orders for production with small producers. The
products are supplied to the MNCs, which then sell these under their own brand names to
the customers.

= The money that is spent to buy assets such as land, building, machines and other equipment
is called investment. Many of the top MNCs have wealth exceeding the entire budgets of the
developing country governments.

= Investment made by MNCs is called foreign investment.

= MNC:s can spread their production in following ways: By setting up partnerships with local
companies, by using the local companies for supplies, by closely competing with the local
companies or buying them up, MNCs are exerting a strong influence on production at these
distant locations.

= As aresult, production in these widely dispersed locations is getting interlinked.

Joint Venture
Sometimes, MNCs set up production jointly with some of the local companies of these countries.
Benefits to local company:
e MNCs can provide money for additional investments, like buying new machines for faster
production.
e  MNCs might bring with them the latest technology for production.
Benefits to foreign company:
Most common route for MNC investments is to buy up local companies and then to expand
production.
Example: Flipkart being acquired by Walmart

Globalisation:
e Globalisation is this process of rapid integration or interconnection between countries. It
refers to the integration of the domestic economy with the economies of the world.
e MNCs are playing a major role in the globalisation process.
e More and more goods and services, investments and technology are moving between
countries.
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In the last few decades our world has changed drastically. Changes in technology has made
transportation and communication much more efficient, thereby allowing us to connect with
anyone anywhere.

Until the middle of the twentieth century, production was largely organised within countries.
Colonies such as India exported raw materials and food stuff and imported finished goods.
Trade was the main channel connecting distant countries.

Reasons why India imposed barriers on Foreign Trade initially

1.

The Indian government after independence had put barriers to foreign trade and investment.
This was done to protect the producers within the country from foreign competition.
Industries were just coming up in the 1950s and 1960s and competition from imports at that
stage would not have allowed these industries to develop and grow. Imports of only
essential items such as machinery, fertilizers, petroleum etc. was allowed.

To protect the Indian economy from foreign infiltration in industries affecting the economic
growth of the country as planned. India wanted to move faster to catch up with the main
industries in the world market and therefore had to keep an extra watch on its progress in
international trade and give incentives to the more rapidly growing industries through fiscal
tariff and other means. Around 1991, some changes were made in policy by the Indian
government as it was decided that the time had come for the Indian producers to compete
with foreign producers

Factors that enabled Globalisation

1. Technology

The past fifty years have seen several improvements in transportation technology. This has
made much faster delivery of goods across long distances possible at lower costs.
Developments in information and communication technology has allowed people to contact
one another around the world, to access information instantly, and to communicate from
remote areas.

This has been facilitated by satellite communication devices.

Information technology has also played an important role in spreading out production of
services across countries. Teleconferences help in saving frequent long trips across the
globe. Orders are placed and payments are transferred through internet.

2. Liberalisation of foreign trade and foreign investment policy

Governments can use trade barriers to increase or decrease (regulate) foreign trade and to
decide what kinds of goods and how much of each, should come into the country.

The Indian government, after Independence, had put barriers to foreign trade and foreign
investment.

This was considered necessary to protect the producers within the country from foreign
competition.

Competition from imports at that stage would not have allowed these industries to come up.
India allowed imports of only essential items such as machinery, fertilisers, petroleum etc.

In 1991, post the economic crisis barriers on foreign trade and foreign investment were
removed to a large extent.
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e This meant that goods could be imported and exported easily and also foreign companies
could set up factories and offices here.

e Removing barriers or restrictions set by the government is what is known as liberalisation.

e The government now imposes much less restrictions than before and is therefore said to be
more liberal.

Main reasons that have caused globalisation

LTechnology J_ |
" Capital | ‘ * Multinational
mobility companies

Fi /

Globalisation

L- Labour "

moblie { LLower tariffs I
Improved 4
transport

Advantages of Globalization

Standardization
of Living

Transfer of

Technology Better Services

Foreign .
8 Economic

Growth

Development of .
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Contribution to
World GDP
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Extensions of
Market

Affordable
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1. Transfer of Technology

Transfer of technology throughout the globe is good for us. Any country can borrow the technology
through the agreement and can implement it in their country for their overall development. We can
communicate each