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The book History of World ' social Science’ class-10 is developed by the
group of leachers of Bihar, subject experts and academicians and the
resource persons in phase wise workshops. It is based on the National
Policy of Education (1986) Govermment of India, Mational Curiculum
Framework - 2005 and Bihar Curriculum Frame Work -2008 developed by
State Council of Education Research and Training, Bihar, especially
focussing on rural arsas. following the  principles, philosophy and
pedagogical view of NCF-2005 and the syllabus accordingly. The objective of
syllabus and topic such as food, matter, world of living things, moving objects,
people and their thought, how are things functioning, natural phenomena and
subject matter given in the main concepts of natural resources have baen
reflected and included. Among them attention has been paid on the all round
development physical, mental, character and practise capacities of child. For
children emphasis is on learning by doing and to develop the sense of
discovery and o leam in group so that they became a responsible citizen and
work for secularism, integrity and development of country and the aims in the
Preamble of the Constitution could be achieved: itis kept in mind in designing
the syllabus and textbook. All chapters of the book are written in interesting
way. It is endeavoured that the content given in the text book be based on
student's day to day experiences. In some chapters it is tried il reveal the
mystery of science through the medium of stories, an innovation In itself.
There are some contextual questions for which the students will have
curiosity.

It is our further endeavour to make leaching-learning process leamers
centric, learning without burden that is easy and joyiul, For this in the content
of all chapters of the text book there Is explanation of activities and
experiments here and there. Most of the activities of the book can be
conducled without material or low cost materials. The more teaching will be
based on activities, it will enabls learners more active and enjoyable and 1o
grasp the competencies effectively, The role of leachers in this task Is very
important. At the end of each chapter 'new words', ‘important words',
sufficient questions are given. In most of chapter there project work so that
the achievemnent of the learners could be tested.
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Prior to SNCERS HONENM R EMAISSIRIAY GO, of
the officers of the concemned departments, language experts and teachers of
elementary level was organised by State Council of Education Research and
Training, Patna. The manuscript became ready after an elaborate
discussion. The books developed by National Council of Education Research
and Training, Bihar State Text book Publication Corporation Ltd, together with
the books of many publishers became useful as resource material in
preparing the textbook. The manuscript was prepared according to the
direction of Shri R. K. Mahajan, Principal Secretary of the Department of
Human Resource Development, Gavermment of Bihar,

Shr Arjun Thakur and Shri Narayan Arya, lecuturers in SCERT played a
very important role as coordinators. | am indebled to Dr. Emteyaz Ahmed who
spared some valuable lime to review the manuscript. The role of Shri Ram
Tawakya Tiwari, Head of the department and Shri Vijay Kumar, Stenographer
in preparation of manuseript has been admirable,

We express special thanks to Dr. Syed Abdul Mein, HOD, Teacher
Education, SCERT under whose guidance this task was completed, We are
obliged to all faculty members and personnel of the council whose
cooperation made the task easier. We express special thanks to Dr. Subodh
Kumar Jha, HOD, English, S.N.5. College, Jehanabad who along with
Shashi Bhushan Pandey and Md. Arshad Reza completed the task of
translation from Hindi to English.

Hope this text book will prove fruitful, joyful and interesting. The Council
welcomes the criticisms and suggestions for the book prepared in a short
duration. Being conscious and sensitive towards received suggestions the
Council will pay special attention for necessary refinement and improvement
in next edition.

Director
SCERT, Palna- BODDOG
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As per the decision of Education Department, government of
Bihar, new syllabus for class IX in the state has been implemented in the
first phase from April-2009. In this order the syllabus of linguistics and
non-linguistics for class 1, I, VI and X for 2010 academic session has
been implemented. In reference to the new syllabus the books of
mathematics and sclence for class X developed by NCERT, New Delhi
and all books developed by SCERT, Bihar, Patna for class |, Ill, VI and X
and books for class I, IV and V|| for academic session-2011 and all books
of class V and VIl for academic session-2012 have been published by
Bihar State Text-book Corporation Ltd by illustrating the cover page.

We are whole heartedly indebted to Sri Mitish Kumar, Chief
Minister of Bihar, Shri Krishna Mandan Prasad Verma, Education
Minister and Principal Secretary, Department of Education Shri R. K.
Mahajan for their guidance towards quality education in the schooling
of Bihar State.

We are grateful to the Directors of NCER, New Delhi and SCERT,
Bihar, Patna for their cooperation.

The Bihar State Text-book Publishing Corporation will always
welcome the comments and suggestions of students, guardians,
teachers and educationists so that our effort could be helpful in
providing Bihar state a highest place in the education field of our
country.

g
Arvind Kumar Verma, ias
Managing Director
Bihar State Textbook Publishing Corporation
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Economy & The History Of Its Development

The idea of Indian Economy has always been with us. The root of thisis
very deep. Before we got independence on 15" August, 1947, India was ruled
by the Britishers for almost about 200 years. That was the period when the
metaphor “The Golden Bird” was used for our country. But the Golden Bird
was exploited brutally by the Britishers which resulted in the slow economic
development which became negligible with time.

During independence, it was a challenge before our policy makers to
prove our social, cultural, economic, and pelitical strength before the world.

In this chapter, anintroduction of economy, its development, the scale
of development, and its various indexes, the situation of development in
Bihar, the role of Bihar's economic development and its contribution in the
country's economy development, basic features in context to development
have been thrown light upon.

Economy : An Introduction

The British Government had colonized our Indlan economy. Their
policy of “Divide and Rule” made us their slaves. Despite India being an
agricultural country, it was far ahead of other countries in terms of industries,
business, transpart and sub-structures but due to exploitation and repressive
policies, the economic condition of India became ineffective and powerless.
An empire of poverty, illiteracy, superstition, disparity and exploitation was
created during the British rule. There was no development in Indian economy
in those 200 years of British rule, There was no income stability, over-

Our Economy :: 1
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industries and devastated industries make it very clear that the Britishers
exploited our Indian economy to its maximum.

Caolony

When a particular country is under the control of administration of
most prosperous nation and its economic and commercial activities are
directed and controlled by the most prosperous country then this type of
administered country is known as Colony of the most prosperous nation.
India remained the colony of British rule for almost about 200 years.

The Meaning of Economy

In our dally life we see that almost all people are engaged in various
activities to earn their livelihood. These actions are mainly related to the
production of commeodities and services. For example, farmers in fields and
barns, workers in factories, teachers in schools and colleges, lawyers in their
court are engaged in their own work. Now the guestion is why are these
people engagedintheirownwork ?

The answer to this is that these people earn because they want to
fulfill the demands and needs of their family members. Our all such activities
which generate income are known as Economic Activities.

Economy is such as structure under which various financial or
economic activities are performed, for example agriculture, industry,
business, banking, insurance, transport and telecommunication ete. These
economic activities on the one hand make good use of resources and services
and on the other hand provide employment to the population so that they
are able to fulfill their needs and demands from the resources available in our
country.

Owr Economy &= 2
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Thus, we can say that economy functions at two different levels:

i) for the satisfaction of needs of the people a variety of goods and
services are produced,

ii.) provides employment opportunitiesto people.
Some economists have defined the economy in the following ways:

According to Arthur Lewis, "Economy "means’ a nation whose entire

practice is based on the satisfaction of human needs for which the
resources are used.”

According to Brown, “Economy Is system of earning livelihood.”

Inother words, “The economy is an organization of economic activity
under which people work to earn their livelihood.”

Inshort, “The social economy is a the sum of all economic activities.”

Thus the Economy of Bihar means the study of absolute economic
activities of the Biharis on the basis of which their basic necessities can be
fulfilled by the resources made available to them.

Structure of Economy:

The structure of economy means its division into various production
areas. Since various economic activities such as agriculture, Industry,
business, banking, insurance, transport, communication etc function within
an economy, these activities can be divided into three different sections:-

i.) Primary S2ctor
il.] SecondarySector

lil.) Tertiary Sectoror Service Sector

Ouwr Econommy :: 3
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Like every economy, the structure of Indian economy can be divided

into three different sectors. This can be explained properly through the chart
given below.

Structure of the Indian Economy

=

- Industries | Sank
Comstruction | Transport
Gas & Electricity Communication
Barsiness
Other services
Kartir
Srmall
MWedum
Large

i) Primary Sector- It is also known as the agricultural sector. Agriculture,
animal husbandry, fish farming, resources from forests come under this

i) Secondary Sector- It is also known as the industrial sector. |t includas
mineral production, construction, public services.

iii.) Tertiary Sector- it is also known as the service sector. Banking and
insurance, transportation, information, and trade etc. are included in

this sector. All these activities provide help to activities performed in
primary and secondary sectors, soitis known as service sector.

Ouir Econanmy = 4
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With the help of a Table, we can understand the contribution of all
these sectors in national income-

Table 1.1 Contribution of Different Sectors in National Income

100.0% 100.0% | 100.0%

Table 1.1 makes it clear that during independence, the primary sector
contributed 58.7 per cent which is now only 22 percent. The secondary sector
contributed 14.3 per cent in 1947, now has increased upto 22 per cent. The
contribution of the tertiary sector in 1947 was 27.0, which |s 56 per cent now.
This means that post-independence India is gradually moving with prosperity
towards strategic development.

Typesof Econamy

The following three types are found in the world economy today-

i) Capitalist Economy- Capitalist economy is the economy where private
individuals own the means of production who use it for thelr own
advantages. Ex- America, lapan, Australia, etc.

) Soclalist Economy- Socialist economy is the economy in which means
of production are owned and operated by the government of the country
which is used for social welfare. China, Cuba etc. have socialist economy. Over
the years, the format of socialist economy began to change due to
globalization and liberalization.

Dur Econormy @2 5
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iii)  Mixed Economy- Mixed economy is a mixture of capitalist and socialist
economy. Mixed economy s the economy where means of production are
owned by the government and private individuals. There is Mixed Economy in
India. It is a mid way between capitalism and socialism.

Grawth of Economy

Development of the economy has a long history. Development of the
economy is like the growth of a plant. The plant evolution and maturation
occurs gradually and in that situation its fruit and branches are used for
human welfare, the same way the economy has grown since primitive times,
We can bring changes in the economy and this is the story of development of
2Conomy.

We will have to look at India’s economic growth situation to see
development of the economy. The position of India's economic growth is not
a miracle of only a period of time. It has its own history,

For the growth of the economy, we shall interpret the following two
conditions which are both mutually cooperative actions:-

(i) Economic Development (i)  Monetary Development
(i) Ecenemic Develepment:

First we shall discuss economic development which takes place

through economic planning. So first it is essential to know what is economic
growth ?

There is difference of opinions among the economists regarding the
definition of economic development. No universally acceptable definition
can be given about it. 5till you should know some of the important definitions
of Economic Development. According to Prof. Rostow, “Economic
Development is the relationship between rate of increase in Labour power
and population growth”,

Our Econamy = 6
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Inclusive Growth ll

The process of economic growth which helps in improving the standard of
living of all sections of the society and not a single section of society
remains untouched with the fruits of development is known as Inclusive
Growth.

According to Prof. Meler and Baldwin, "Economic Development is a
process whereby an economy’s real national income increases over a long
period of time."

Therefore, it is clear that economic development is essentially a
process of transformation. Due to this, changes occur in the structure of the
economy. The real per capita income varies and the determinants of
economic growth is constantly changing. The main objective of economic
development is to increase the productivity of all sectors of economy. For
this we have to adopt a speedy development process,

Now after understanding the concept of economic development, we
must know the difference between Economic Development, Economic
Growth and Economic Progress. Generally, it.is accepted that there is no
difference between Economic Development and Economic Growth, Both the
concepts can be used interchangeably. But now-a-days, we have started
differentiating both the concepts.

According to Mrs. Urshala Hicks, “The concept of growth is used with
respect to developed countries from economic point of view when the term
development is used with reference to developing economies.” According to
Dr. Bright Singh, the word Growth can be used for developed countries also.

Our Economy :: 7
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Sustainable Development
The process of present utilization of natural resources for ex coal gas
petroleum forest water resources, solar energy etc will deprive the
coming generation from these natural resources. Not only this, the
present production technigue has created the grave problem of
environmental pollution. All productive activities are polluting water air
and land which is the subject of grave concern. Because of all these
| problems, the process and activity of development cannot be sustained.
All these grave problems gave birth to new concept of Sustainable
Development.

The word meaning of sustainable development is that development
which can be sustained. It includes the present as well as the future
generation.

According to Brundiand Commission, “Sustainable development is
that process of development which fulfills the present needs of
economy/population without compromising with the abilities and
capabilities of the future generation.”

Maddison, a renowned economist, is of the view that Econamic
Growth is the indicator of increasing level of income of rich countries and
economic development is the indicator of increasing level of income of poor
countries,

The concept of Economic Progress is wider in comparison to economic
development and economic growth because it is used for any economic unit
and it includes both the economic growth and economic development.
Generally, the word 'economic growth' or 'economic development' is used in
place of "economic progress'. Economic growth and economic development
are used interchangeably. Infact, the meaning of the word Growth is inherent

Dur Econormy : 8
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in the word 'Development’. Thus there is no difference between economic
development, economic growth and economic progress. Practially all three
areunderstood as same. Prof. Lewis is of the same opinion.

Now we will study about Economic Planning according to which
economic development is aimed at.

The meaning of economic planning is a time-bound programe under
which all available resources of economy are used for fulfillment of pre-
determined economic and social objectives.

There is a Planning Commission in India which plans for economic
development for the coming five years. This commission was constituted on
15" March, 1950, The prime minister of the country is the ex-officio president
of this commission. The first president of Planning Commission was Prime
Minister lawaharlal Nehru.

According to Planning Commission, “Economic planning means
utilization of country's resources into different development activities in
accordance with national priorities.”

India has completed its 10 Five Year Plans and development is going
under 11" Five Year Plan. The duration of the First Five Year Plan was 1951-
1956 and the duration of 11" Five Year Plan is 2007-2012. The credit goes to
planning for the economic development of India. The main objectives of
planning in India are, to increase the rate of economic development,
modernization of agriculture and
industries, to achieve self Meaning of Economic Planning
sufficiency and promote social | The use of resources of a country in
justice. different development activities
according to priorities of the nation.

Our Economy 2 9
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Planning commission of India was constituted on 15" March,

'mmmwmamumummﬂ e
this commission. There Indam pmdllaﬂttu Iaukaﬁqfﬁt

Aactivities and eight members of the mﬂsﬂmhﬂp the
deputy presidentin the whole functioning.

Table 1.2 Planning in India

i} Monetary Development- In the present 21" century, there are
many facilities available for people. If you go into the detalls of history of past
years, it is clear that people had to struggle for the availability of all the
comforts and facilities. In the absence of money as a means of exchange,
people used to satisfy their wants by exchanging one good in terms of other.

Our Econamy :: 10
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This condition of Economic Flanning is known as Barter System. This was the
prefliminary stage of Economic Development. During that time, the
population as well as their demands and needs were limited, Because of their
limited wants, exchange of goods was possible.

Later on, the demands of the people increased and as population
increased, people started spreading out in villages and towns. Because of the
development of small villages into big towns, wants of people started
increasing. Amidst all this, on the basis of all the thinking of the people,
Money was developed as a unit of exchange. Instead of goods, money
became a means of exchange. Because of this development of maney as a
means, it was not required to move bundles of goods from one place to
another. Money became a common measure/means of exchange. At that
time, to administer a group of people, Government came into existence.
Maney came into existence on the basis of acceptance of the government
and the faith and confidence of people.

People started demanding more lighter means of exchange with the
development of economy.

Consequently, under the authority of the Government, banking
system was constituted with the help of which it became more easier to
transfer money from one place to another, known as Cheque. Thisis issued by
one individual or institution in the name of another individual or institution
and money Is exchanged and transferred under the authorization of the
Government,

in the present age, a machine known as Computer has replaced the
mental working of the people. This is an invention of the human mind which
has a more memorizing capacity in comparison to men. The computer, which
runs on electricity, has made the transfer and exchange of money much
easler. What is a Computer ? Look at the picture 1.1. Today, computer has

Our Ecomomy : 11
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become a means of information, education and knowledge. Due to the

scientific invention and its usage, where bigger computers were in use, now-
a-days laptops have taken its place. Due to the increasing demands and
scientific inventions, computer technicalities can be used on mobile phones
also. This has been possible only due to the increasing demands of the people
and sclentificinventions.

Pic. 1.1 Computer : A new Invention

Nowadays, a plastic card with a magnetic stripe and with a chip has
facilitated the transfer and withdrawal of money, When a person is able to do
transaction of money without any delay, it is known as Core Banking System.
In the same manner, a person who has a plastic card with mechanical marks
can easily withdraw money from an indicated place any time. All this is done
with the help of an electrically operated computer. The indicated place from

where the customer can withdraw money is known as ATM {Automatic Teller
Machine).

Jur Economy
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Per capita Income :

The most preferred indicator to measure economic development is
Per capita Income. Per capita income is the average income of individuals
living In the country. National income when divided by the total population of
the country and that which is the quotient, that is called per capitaincome. As
aformula-

Per-capita Income= National Income/Total Population

The World Development Report, 2006 of World Bank stated that in
2004 countries where per capita income was 4,53,000 rupees per annum or
more, they are developed countries and countries whose per capita income
was Rs 37,000 per annum or less are the low-income country
india falls in low-income countries, because India's per capita income was
only Hs 28,000 per annum in 2004,

A stul:hr of some selected states shows that there is low per capita
income in Bihar, It is evident from the following table-

Tabile 1.3 Per éa pita Ineame of Selected States

gty

From Table 1.3 it Is clear that in these states Punjab has the highest per
capita income and Bihar has the lowest per capita income. If per capita
income is used to measure the development in these three states, then
Punjab will be considered the most developed state and Bihar an
undeveloped state.

Our Economy 1 15
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in first Human Development Report was prepared by United Nation
Development Program (UNDP) under the direction of Mahbub-Ul-Haq.
Human Development Report as published by UNDP compares different
countries on the basis of level of education, health status and per capita
income. As far as Human Development Index (HDI) is concerned, it has three
indicators: (I) Life-expectancy (i) Level of education (iii) Standard of living
Inthe form of formula :
HDI= Life ox e

HDI is the average of all these indexes. The scale of measurement of
HDI of all countries varies from zeroto one.

Human Development Report of India and its neighbouring countries
for the year 2004 can be explained with the help of table given below:

Table 1.4 : HDI of Different countries for the year 2004

Srilanka o5 | 93

Pakistan 0539 134
India 0611 126

| China 0.768 : 81

Bangladesh |- o530 137

Source : UNDP Human Development Report, 2006

HDI for 177 countries was computed in the year 2006. The value of HDI s
0.611 in India and it is on 126" position. This indicates that the human
development is of moderate level. On the basis of Gender Development
Index (GDI) India improved from 105 position in 2000 to 967 pesition in
2004,

Our Econamy :: 16

https://www.studiestodayldohtolutions

PR



https://www.studiestoday.com
Thus we can see how we have progressed from the Barter System to

the system of Money Exchange. Today, we have entered into Core Banking
System which has surpassed the use of Cheque. Besides ATM, we also have
the facility of Debit Card and Credit Card. This Is also one of the areas of
Economic Development.

A Short Account of Monetary Development

1. BarterSystem- Goods exchanged for goods.

2. Monetary System- Exchange of goods and services in terms of
money.

3. Banking System- The exchange activity through the medium of
cheque,

4. Core Banking System- Under the Care Banking System, by the use
of one indicator for one individual, maney is transferred to
another individual in another place.

5. ATM-The facility of withdrawal of money at any bank at any time
by the use of a plastic card with a magnetic stripe.

6. Debit Card- Debit Card is a plastic payment card that provides the
card halder electronic access to his or her bank account at a
financial institution.

7. Credit Card- A Credit Card is a payment card issued to users as a
system of payment which allows the card helder to pay for goods

| andservices based on the holder's promise to pay for them.

S-fﬂnfﬂf The ".,'.!l,“n‘._- Stngh il

A boy named Chottu of Village Singhasini under Ramgrabwa |
thana in the East Champaran district of Bihar usually observed that his
‘miother used to exchange vegetables for grains. Whenever he was in
need of sugar, paper, pencil etc., his mother used to give him grains
which hie exchanged for the essentials that he needed. When his father
used togoto the town, he exchanged grains for Chottu and hismother's

Economy
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Index and Measure of Ecanamic Development

Natlonal Income :

It is considered the main indicator of economic development. The
monetary value of all goods and services produced within a country in a
particular year is known as National Income. Generally when there is more
national income, the country is known as developed and when the national
Inmmnbhu;tlnmmvhmdwmmpedurdemum
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It is surprising to know that our neighbouring country 5r Lanka is
ahead of India and India being such a large country s at the lowest pasition in
the world. But because of the increasing growth rate, situation has started
improving in India.

National Human Development Report [NHDP)-

On the basis of Human Development, the first Human Development
Report of India was released in April 2002 by UNDP (United Nation
Development Program). The report prepared by Planning Commission was
released by the then Prime Minister Atal Bihari Vajpayee on 23th April, 2002
in New Delhi. This report of Indian republic was considered as an important
document by Shri K.C. Pant, the then President of Planning Commission, who
was of the view that this report can form a basis for the preparation of
structure of planning of different states, This first National Human
Development Report (NHDR) included the estimation of the values of Human
Development Index (HDI) of states and union territories for the year 1981,
1991 and 2007. Kerala was at the top most position while Bihar, Madhya
Pradesh, Assam, Rajasthan and Uttar Pradesh (BIMARU) occupied lowest
ranking.

Human Poverty Index as proposed in the report to know the status of
;:wemr is very much similar to traditional poverty ratio of poverty
measurement. According to National Human Development Report, Human
Poverty Index (HPI) of Himachal Pradesh, Tamil Nadu, Maharashtra, Jammu
Kashmir, etc has decreased. There is hardly any difference in the Human
anert\r index {H.P.1) of Bihar, Utbar Pradeshand Rajasthan.

‘ Infrastructure
Infrastructure denotes all these facilities and services which are helpful in

I economic development of country. All these factors for ex- electricity,

| transport, information, banking, school, college, hospltal etc. are the
basis of Economic Development of a country. These are known as
Infrastructure. Infrastructure is very important in the economic
development of a country. A country with developed infrastructure is
| moredeveloped.
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during the past years expenditure of rural mass has decreased ghile it has
increased in urban areas by considering consumer expenditure as an
indicator of economic development.

Development of Bihar -

Bihar has a -glorious historical background. Gautam Buddha got
enlightment in Bihar, Here only Mahavir gave the message of peace. All great
persons like Chandragupta, Ashok, Sher Shah, Guru Gobind Singh, Babu Veer
Kunwar Singh, Gem of Nation Dr. Rajendra Prasad were born in Bihar. -
Mahatma Gandhi had initiated Champaran Movement in Bihar only.
Loknayak Jai Prakash had given the slogan of “Total Revolution”, Folk singer
Bikhari Thakur was also born in Bihar.

But today Bihar has become a victim of various problems. There is
problem of poverty, unemployment, corruption and violence prevalent In
Bihar. Bthar is In a miserable condition in spite of its abundant and rich
resources. Today Bihar is amongst one of the backward states.

The causes of backwardness of Biliar- Thizse aré& the main causes of
Backwardness of Bihar from economic point of view: ++

1 Increasing Rate of Population : Population s increasing very
rapidly in Bihar because of which resources of development are exhausted in
the fulfillment of their needs and requirements.

i, Laek of Infrastructure |
The causes of backwardness of BINar | \nfractructure is very important for

. Increasing Rate of Ropulation the development of any state or
Ladmffnfnm:ﬁ:ﬁ country but Bihar is backward in

Dependence onAgricllture. | yic state. There is lack of road,
adi’amne-

A

Lossdueto Flood ar electricity and irrigation facility.
Industrial Backwardness There is less availability of
Poverty education and health facilities.
. PoorLegal System Because of this also Bihar is
8. Lackof Able Administration backward,
‘DOur Econowny =2 18
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3 Dependence on Agriculture-Bihar's economy is based on agriculture,
Majority of its population depends on agriculture for their livelihood but the
situation of our agriculture is pathetic. Our agriculture is very backward.
Because of this there Is low productivity.

4. Loss due to Flood and Famine- Basically in Bihar water coming from
Nepal causes flood in North Bihar. Every year Bihar is flooded. We have faced
the disaster of Kosi flood in 2008. We have suffered so much of loss from this
flood. In 2009, we also suffered from flood caused by the Baghmati River
flowing from Nepal. It caused great loss to crops in its neighboring places like
Sitamarhi, Darbhanga and Madhubani etc. This can be explained with the
help of picture 1.2

Pie, 1.2 | Floed situatien
In the same way, south Bihar also faced great famine. Because of these
natural mlammes. our farmers face the problem of drought. This can be

Pic. 1.3 : Famine situation
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Thus, our Bihar suffers from both flood and famine at the same time.

5. industrial Backwardness- Development of industry is very
important for any state or country, But we don't see any kind of industrial
development in Bihar. All minerals and industries and engineering
institutions are now in Jharkhand after partition of Bihar. For this reason
there is negligible number of functioning industrial unitin Bihar.

6. Poverty- Bihar is suffering from immense poverty. The per
capita Income in Bihar is less than the half of the national average. For this
reasonalso; Biharis backward. There is vicious circle of povertyin Bihar.

v i Poor Legal System- Peaceful atmosphere Is very important for
any state or country but in Bihar there was.weak legal system for years which
prohibited people from peaceful operation of industries. Thus poor legal
system is one the most important causes of its backwardness.

5 8. Lack ﬂflhlﬂmmmis[ﬂ of transparency in

the administration of Bihar. That is why a number of instances of corruption
canbeseen.

| Population as per 2001 2.29 Crore | 102.9 Crore
Population growth rate 2.5% 19%
Literacy rate (Total) 47.53% B5.4%
Literacy rate (Male) 60.3% 75.8%
Literacy rate (Female) 33.5% 54.1%
Annual Development rate 2.7% 6.0%

| Agricultural Development rate | 73% 60.0%
Population of BPL 42.6% 26.0%

Per capita Income Rs.3948 |Rs, 13226

Source : Different Govt. documents
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The present Governor on 27th June, 2005 in the National
Development Council presented the economic condition of Bihar which is
evident in the above mentioned table. From the above mentioned table, itis
clear that the economic development is very slow in Bihar, but in the present,
according tothe estimation of C.S.0 where the G.D.P In 2002-04 was negative
by -5.15 % which drastically changed from 2004-05 to 2008-09 into 11.03 %
and this rapid development made its stand next only to Gujarat which was a
faster developing state. The growth rate of Gujarat in 2008-09 was 11.05 %
while the growth rate in Bihar was 11.03%. This rapid development in Bihar is
called by some economists as Miracle Economics.

Steps to remove the backwardness in Bihar- Rapid economic
development is the solution to improve the condition of Bihar. To enhance
the economic development in Bihar it is necessary to curb its backwardness.
The former president of India Dr. A.P.). Abdul Kalam has rightly said, “India
cannot be developed without the development of Bihar." Bihar is a big state
and progress in its development would ultimately lead to India's progress,

The following steps can be taken to remove the backwardness in
Bihar-

1, Population Control- The population should be kept well under
control. Family planning programme should be put into practice. For this the
people of Bihar, esp. women should be given education,

r & Rapid Growth in Agriculture- Bihar is an agriculture based
state. S0 new techniques and machines should be used. Good quality of
fertilizers and seeds should be used so that there is increase in production.
This agricultural development in Bihar would automatically improve its
economic development.

3. Flood Control- Flood is one of the major hindrances in the
development of Bihar, Crops are destroyed due to floods and there is loss of
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life too. Many of the rivers of North Bihar originate from the Himalayas. With
the help of Nepal government flood control could be made successful.

Unfortunately the southern Bihar is in the grip of famine which can be
improved by adopting new technigues of irrigation.
4,  Development of Infrastructure- There is shortage of electricity in

Bihar. 50, electricity generation should be increased. Roadways should be
improved. To enhance the rate of

economic development, there | Steps to remove the backwardness
must be improvement in education | inBihar:

and health facilities. 1. Population Control
5, Industrial Development- 2. Rapid Growth in Agriculture
After Bihar Iharkhand partition, | 3. Flood Control

Only the sugar mills which were
. I
closed were left in Bihar, For the | industrial Development

revival of the industries, duringthe | 8- Removal of Poverty
past few years, effort was made to | 7. Establishment of Peaceful

increase and promote the foreign Environment
capital investment in the country. 8. Clean and Honest

Administration
6. Removal of Poverty:

: 9. Transfer of Resaurces from the
Poverty has the biggest impact on Centre

Bihar. More than 42 % of the people
are under poverty line. Employment facilities should be increased. To
increase self-employment, the people of Bihar should be given training in
different fields.

7. Establishment of Peaceful Environment- There should be a peaceful

environment in Bihar which would encourage the industrialists/businessmen
to establish themselves in Bihar which would facilitate the rapid economic
development.
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B. Clean and Honest Administration- For the economic development of
Bihar, aclean and honest administration is essential.

.  Transfer of Resources from the Centre- For the development of Bihar,

transfer of resources from the centre is essential, By providing status of

special states, more assistance from the Centre can be provided to them.

After being declared as a 'Special State’, Jammu and Kashmir, Punjab and
North Eastern States of India have been Betting this special assistance.

From the economic point of view, Bihar has been considered a
backward state. After the Bihar Jharkhand partition on 15° November. 2000,
many of the mineral enriched areas went into Jharkhand state and Bihar was
left with some industries and fertile lands. Majority of the population's
dependence on agriculture, lack of irrigation facilities, high rate of increase in
population and poverty are some of the major concerns of Bihar. Maostly
there is flood in North Bihar and famine in South Bihar. In 2008 the effect of
the Kosi flood was devastating. In these adverse conditions, development of
roads, electricity, canals and health facilities need extra requirement. The
internal resources are unable to fulfill these requirements. So these days
more emphasis is given for providing status of 'Special State' to Bihar. Several
political efforts were made in this respect. More assistance from the Centre
for the development and exemption from different taxes will be given to
Bihar after securing the status of Special State, which will accelerate the
growth rate of development in Bihar. But there is a lot of practical and
administrative problems in giving the status of Special State to Bihar,

Role of Development of Bihar in Economic Development of the Country

Bihar is an important state of the country. Bihar has its own
importance in India from geographical area and population point of view. So
itis rightly said that development of Bihar is necessary for the development
of the country. With respect to the determination of the scale of
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development and political participation, Bihar cannot be ignored. A famous
economist, Kuznett was of the view with respect to the world, "Poverty is just
like cancer. As cancer of a small part of body poisons the whole body, in the
same way poverty of a small section harms the prosperity of the whole
world."

The justification of the above statement is that we cannot think of
development and growth of India leaving behind poor and backward Bihar,

Bihar is such a state of the country where there is more fertile land.
There are continuous flowing rivers from Himalayas. We get water at the
lower level of the earth. We can save North Bihar from adverse effect of flood
and South Bihar from drought by providing irrigation facilities, by river
interlinking of Bihar and implementing planning of use of water resources,

There is no shortage of skilled human resources in Bihar, Today Bihar is
not only more participative in technological area but less educated labourers
also contributed towards development by moving to other states.Human
resources of Bihar have contributed in information technology of the country
and agricultural development of Punjab.

Biharis have contributed significantly towards the economic
development of every area of the country. By developing agriculture of Bihar
and agro-based industries with the contribution of natural resources and
industrious human resources, the
state can be developed. Recently Agro-Based Industry
the rate of development has | All those industries which are
accelerated in Bihar. According to dependent on agricultural
Central Statistical Organization production or get raw materials from
{C.5.0.), the present rate of ﬁT in their ﬁ::::;:
development of Bihar is 11.03 % g

AR Sk e ex. to prepare pickle from mango and
which is second in the country arter t fromto ote.
Gujarat11.5%.
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In the recent years, the rate of development has accelerated in India.
Because of the accelerated rate of development, there was less adverse
effect of economic crisis of present time on economy of India. Itis a matter of
immense satisfaction that different efforts were made for the development
of Bihar in the last few years. This progress of Bihar has been acclaimed
worldwide. If the country and Bihar participate in the present process of
development, then India will be amongst the developed countries in the 21°
century from the economic point of view. So it is clear that the economic
development of Bihar has an important role to play in the economic
development of the country.

Relation Between Basic Wants and Development

The minimum basic
requirement of the people of the | payertylLine:

country is food, clothing and A border line has been defined by
shelter. There is repetitive Stong | oo ning Commission to understand
slogans for food, clothing and poverty. It has been defined as per
shelter in the corridors of calory standard. 2400 calory for rural
administration so that minimum | Seeae and 2100 calory per person for

requirements of the people are | ,rhan area has been established as
fulfilled by the development of | standardiine.

the country. The desire of the | o nie who live below this standard
poar people of the country I 10 | jine defined as Below Poverty Line,

fulfill these minimum basic whichis called BPLin shortform.
requirements. Many programmas

were implemented for the
development of the country from more than past sixty years of its
independence. Increasing population is a major obstacle in the development
process. Even increasing rate of development could not alleviate poverty.
Because of this the total number of people below the poverty line has not
decreased.
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MMNREGA Food can be provided to the people

MNREGA is a national scheme for E'":‘:iﬂh :F:n_t:srla_ted j:su?me
rural employment. Under this rural ublic Distribution System.

; Income of the people can be
labourers are provided at least 100 increased through employment

days of employment per year. For oppartunities in the country which
‘this, minimum wage is foced. will make them available food,

clothing and shelter. There are
natienal employment schemes for
the poor labourers of rural areas in the country. This scheme started under
National Rural Employment Guarantee Act. Inshort, it is known as “NREGA”,
This scheme is a major employment scheme of the world to provide rural
employment.

The concept of development means the integrated development of all
areas and sectors of the country. By all areas we mean agriculture, industry,
business etc. and development of all sections mean development of the
whole society without any discrimination and bias. These days the concept of
integrated development of all sections has become important which is
known as “Inclusive Growth” in economic dictionary. Thus our effort is to
fulfill basic requirements of the people with the development of the country.

SUMMARY

* The idea of Indian economy development has always been with us. The
roots of this_dwelnpment are very deep. Before the British rule, India
was known as the 'Golden Bird' but during the British rule of 200 years,
the Indian economy was exploited to its maximum.

= Economyis the system of earninglivelihood.

* The structure of economy means its division into different productive
areas. Indian economy has been divided into three parts (i) Primary
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The world economy has been categorized into (i) Capitalist Economy, (i}
Socialist Economy and (iii) Mixed Economy. India has Mixed Econamy.

Economic Development is such a process in which there is increase in
actual National Income of a economy.

The credit goes to Planning for economic development.

The meaning of Economic Planning is the best possible use of resources
of the country in different developmental activities on the basis of the
Mation.

Per Capita Income is the best possible index for measuring Economic
Development.

According to the Human Development Report- HDR published by UNDP,
the educational status, health conditions and per capita income are
some of the index on which different countries can be compared.

In spite of its rich resources, the condition of Bihar is miserable. Bihar
comes under the category of a backward state. This state suffers from
flood and famine every year and this is the major cause of its
backwardness.

The condition of Bihar can be improved by accelerating the rate of
Economic Development. Former President A.R.J. has rightly said “The
development of India isimpossible without the development of Bihar."
Today the status of 'Special State’ for Bihar is demanded from the
Central Government. If this demand of the people of Bihar is accepted
by the Central Government, then Bihar may get a special economic
package. Bihar can improve itself economically with the help of this
special economic package.

Central Government is facing many practical and administrative
problems in providing the status of 'Special State' to Bihar,
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‘ Questions

Objective Questions
l. Tickthe correct option
1. The following are known as Primary Sector
{a) ServiceSector {b) Agricultural Sector
{e) Industrial Sector (d) None of these
2. Whichcountry has a Mixed Economy 7
{a)} America {b) China
{e) India (d) None of these
3. Whenwas Planning Commission constituted in India ?
{a) 15" March,1950 {b) 15" September 1950
{e) 15" October1951 {d) None of these
4. The country which has more National Income is known as —
{a) Underdeveloped (b) Developed
(e} Partially Developed (d) Noneof these
5. Which of these are known as Backward State
{a) Punjab (b} Kerala
{c) Bihar (d) Dedhi
il. Fillinthe blanks:
1. Indiawasa ..o of British rule,
2. TheBritishRulehas................ the Indian Economy.
3. Economyisthe ........ of livelihood.

4. SecondarySectorisknownas............. o

5. Necessarilyeconomic developmentis..............

6. The credit of Economic Development of Indiagoesto..............
2

¢ smeeneenne. 15 the most appropriate measure of Economic Development.
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8. Biharis.....cci.. ,even though it is rich in natural resources.
e isthe basis of life in Bihar.
10. ............ isthe main obstacle in the development of Bihar.

1L, Short- Answer Quastion :
1. WhatisEconomy?
2. Whatis Mixed Economy ?
3. WhatisSustainable Development ?
4. What doyou understand by Economic Planning ?
5. Whatis Human Development Report ?
6. Giveashortaccountofinfrastructure.
IV, Long-Answer Question:;

1. What do you understand by Structure of Economy ? What are its
different parts ?

2. What is Economic Development ? Differentiate between Economic
Development and Economic Growth.

3. Usesome of the index to measure Economic Development.

4, What are the causes of economic backwardness in Bihar ? Suggest
someremedies to remove its backwardness.

Project Work:
1. Present a project proposal for the Economic Development of your
town/village.
Answers to Objective Questions :
. 1.(b) 2.[¢) 3.(a) 4. (b} 5.(c)

. 1. Colony 2.Exploitation 3.System 4.industrial Development
5.Change 6.Planning 7.PerCapitalncome 8. Miserable

9. Agriculture  10.Flood.
—n Pt
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State and National Income

We all know that every person of the society earns through his labour,
and that earning is known as Income. Income may be in terms of money or
goods. Income is monetary expression of eamnings. The wealth which is
earned by people as a reward for labour is expressed in terms of Income.

Individual and sodal income is the index of prosperity or poverty of
any economy. Income is that measuring rod with the help of which situation
of economic development of a country can be computed. It Is the income
which categorizes any state or country into developed and developing stage.
Among Indian states Goa, Delhi and Haryana are considered as developed on
the basis of income, while, on the other
side Bihar, Odisha, and Madhya Pradesh | ncome
are considered as states of lowerstage of | The remuneration which a
development. Thus, countries such as | person gets for any type of
United States of America and lapan are | physical and mental work is
considered as developed and India is on | knownas Income ofaperson.
the lower ladder of development on the
basis of income, This is different because
of growth rate, india is heading towards the category of developed countries
for the past few years.
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As for example in the production of goods and services, Income is
expressed in terms of rent as the reward for land, wages as the reward for
labour, interest as the reward for capital, salary as the reward for manager,
profit or loss as the reward for entrepreneur.

Income of Bihar

Bihar is a very poor and backward state, where trend of poverty is
widely prevalent. Planning Commission has released data related to poverty
ratio in the country in March, 2009, On the basis of this data Biharis one of the
most poor states after Odisha in the country. 41.4 % of its population s living
balow poverty line, Per Capita Income of Bihar is lowest in the whole country
which causes low level of saving. Because of less saving, rate of capital
formation is low. Low rate of capital formation causes less investment, as a
consequence Per Capita Income again

Let Us Know stands at low rate. Contrary to this, Per

The concept of ViclousCircleof | Capita Income is high in other developed

Poverty Blmhzr!i‘lm by m states for example Goa, Delhi etc., which
vicious circle of poverty. For causes high saving and investment. Rate

this reason only Per Capita | of capital formation is high and
Income in Bihar isthe lowestin | .ncequently Per Capita Income

thecoumry, increases. Generally, we know that

poverty gives birth to poverty. This
statement is expressed by Ragnar Nurkse in terms of Vicious Circle of
Poverty which summarizes that the poor is poor because of poverty, which
causes low income. Because of lack of education and knowledge more
children are born and thus their future generation becomes more poor. This
vicious circle of poverty goes on continuously. This means that poverty gives

birthto poverty.
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I-ﬁgham Income per-capiia

iy
S

More Investment

Lmlmnnupum

; rf bg
Low Capital [ Bihar )
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Among all 28 states and 7 union territories in India, Chandigarh has the
highest Per Capita income. For the last five years, with respect to this, it is
maintaining the same position. An institution, known as Directorate of

Economics and Statistics, determines
the scale of measurement of income.
On the basis of the data released by it
on 16" September, 2008, Per Capita
Income in Chandigarh is 70,361. With
respect to only 28 states, Goa and
Delhi has the highest Per Capita
Income. According to recent data of
Directorate, Per Capita Incomein Goa
is Rs. 54,850, in Delhi Rs. 50,565 and
Haryana is at third place leaving
behind Punjab. According to Central
Statistical Organization in Bihar in

Let's Know

According to this report of
Commission, India's per capita
income in 2008-09 is Rs, 25,494
whereas Bihar's per capita
income [m 2005-06 is Rs. 6,610,
Amongst all the 38 districts of
Bihar, Patna has highest per capita
income and Sheohar distict has
lowest per capitaincome,

2008-09, growth rate of National Income is 11.03 % which is at the second
place after Gujarat (11.05%). Thus, now Bihar is heading towards

development leaving behind its backwardness.
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National Income

The concept of National Income is the most important aspect of
Economics. Economic Development of any country depends on National
== Income. And the most appropriate
Let's Know: | means to measure the economic
By national income we mean the | Progress is National Income. National
total value of all the production | Income is the result of the
and services In one given year, In | coordinated effort of different factors
other words the total eaming of a | ©f production. Each and every factor
country in the one full year is | contributes in production, so the
called national income. income earned from produced goods
is distributed among all factors of
: production. In the computation of
Mational Income, the concept of distribution has an important role to play. In
fact, National Income Is the result of the cooperation of different factors of
production. And MNational Income Is distributed among these factors of
production. Sowe will study National Income in detail.

Areais constructed with the group of people, state is constructed with
the group of areas, country is constructed with the group of states, in the
same manner, total monetary value of all material {which can be measured in
terms of value} and immaterial (those services which increase the resource
indirectly) things produced with the help of available labour and capital, and
natural resources is known as National Income.

Children, you know that usually material goods are produced by field
and factories in villages and urban areas. Teachers, doctors, engineers, clerks,
officers and peaple of other classes contribute towards the prosperity of the
nation with their services. Thus produced items from agricultural land and
production done by knowledge and ability is known as National Income.
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When the income earned from material and immaterial servicesis computed
in totality, then it Is known as Total Production. When the expenditure
incurred during production is substracted from inceme then it is known as
Net National Income. The concepts of Gross Production and Net Production
have their own importance in Economics.

Some definitions of famous economists to explain the term of
MNational Income are mentioned as follows-

According to Prof. Alfered Marshall, “The labour and capital of a
country acting on its natural resources produce annually a certain net
aggregate of commodities, material and immaterial, h:luﬁnﬁsﬂﬁm of all
kinds is called National income.”

It is elear from Marshall's
definition that al| those goods and | LetUsKnow
services come under National | |f the total capital is invested in
done with the help of labour, capital, | o2 med from this s also added to
and natural resources during a Natlonal licome.
particular year. f
Prof. Pigou has defined
National Income as discussed below:

“National dividend is that part of the objective Income of the

community, including of course income derived from abroad, which can be
measured in money.”

Another famous economist Prof. Fishér was of the view that “The true
National Income is that part of annual net produce which is directly
consumed during that year"
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Prof. Keynes defined Mational Income from new angle to overcome
the gieat Depression of Thirties (1929-33), According to him Natighallhsome
is expressed in terms of total consumption expenditure and investment:
expenditure. Inthe terms of formula

Where,

¥=MNational Income,

C=Consumption Expenditure,

I=Investment.
Now we will discuss the
concept of National Income, to | ---
© know #hve different types of
. income which are included
i+ wngder National Income. The
curicﬂpt of Mational Income can
be explained  by.the following

— 1. (GrossDomestic Product

Conceptof Mational Income |, 2., . Gross NationalProduct

b

3" MetNational Product
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1. Gross Domestic

Product (GDP}-The total quantity | geocc nomestic Product
of goods and services produced

in an economy in a given year s Gross Domestic Product (GDP) is the
called Gross Domestic Product. market vakue of the final goods: and
services produced during a year within
the domestic territory of a country.

i. Gross National
Produci (GNP)- Gross National
Product is the market value of the
final goods and services produced within the domestic territory of a country
by the normal residents during an accounting year along with net factor
income earned from abroad.

GNP=Gross Domestic Product + Net factor income from abroad,

MNet factor income from abroad is the difference between factor
income (rest, interest, profit and wages) earned by our residents from rest of
the world and factor income earned by non-residents within our country.

3. Net National Praduct (NNP)- Some capital goods are used upin
the production process through normal wear and tear, obsolescence and
accidental destruction {for example, the machinery that breaks down and no
longer works). The cost to replace these capital goods is called the capital
consumption allowance or depreciation. When we substract depreciation
from Gross National Product, it is known as Net National Product (NNP). Thus
when we substract the cost of raw material, expenditure on wear and tear of
capital and expenditure of insurance from Gross National Product, we get Net
Mational Product.

MNational Income of Imdia- A Historlcal Perspective

Before Independence, no special effort was made for the estimation
of National Income. In 1868, Dada Bhal Naoroji estimated National Income
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for the first time. In his book ‘Poverty and British Rule in India’, he stated that
the Per Capita Annual Income is Rs. 20. After that other intellectuals also
estimated Mational Income and Per Capita Income individually. National
Income Statistics'as suggested by famous economist Dr. VLKLRV. Rao
between 1925-29 was more widely prevalent.

After independence, a committee on the Mational Income was
constituted in August 1949 under the chairmanship of Prof. PC.
Mahalanobise and its objective was to estimate National Income of India.
This committee released itsfirst report in April 1951. According to this report,
total National Income and Per Capita Income of the country was Rs. 8,650
crores and Rs. 246.9 respectively in 1348-49, After 1954 Central Statistical
Organization was constituted by the Government for estimation of National
Income. This institution publishes National Income Statistics regularty. All the
three sectors of economy have contributed towards the creation of Mational
Income.

Per Capita income

In a country like
India, where population is
increasing at a higher rate,
there is low per capita

Per Capita Income
The quotient remaining after dividing total
income by population is known as Per

income, high illiteracy level, | “3PitaIncome.

and diversity of languages, National Income
standard of living and Per Capita Income=

cultures. It has heen Total Population of
continuously recognized the Country

that the Per Capita Income
should be increased to fulfill different economic and social objectives, Only
after that we can make our life full of happiness, and increase our standard of
living.
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Lat's Know :

India has very low income and the level of per

capita income is also low. According to World

Development Report 2009, per capita income in
 India in 2007 was 950 dollar. Per capita income of
" India Is about 1/48 of per capita income of the
United States of America. Thus per capita income of
some of the countries of the world are asTollows :

Per capita income in America= 46,040 dollar

Many steps
were taken in five
years plan for the
restructuring of rural
economy, but
because population
is increasing at a
higher rate of
Erowth
comparison to

growth rate of
industries, the
burden of
population on the
land is continuously
increasing during
the past years, which is the cause of poverty and unemployment. Now at
present times, even though agricultural refarms, qualitative development in
sclence, technology and many other sectors are not providing employment
upp-ortumt!es to the people. This is the reason that unemployment causes
poverty by reducing Per Capita Income. In this respect, by providing
employment opportunities in non-agricultural sector, excessive burden of
labour force on agriculture can be lessened, and we can contribute
significantly in agriculture, industry, removal of unemployment and national

develoapment.

Mizosdrzinent of National Income

Per capita income in England=42, 740 dollar
Percapita incomein China= 2,360 dollar
Percapita income in Bangladesh= 870 dollar

We know that production of goods and services is the result of
combined efforts of different factors of production. Under production

# 4 Process, factors of production receive income in the form of rent, wages,
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interest and profit. The owners of these earnings demand different goods
and services to satisfy their own wants. This increase in demand causes
increase in production and circle of productive activities is completed. This
statement can be explained with the following diagram:

Production— Creation i:-i‘1m';:Jlrru\!!:"_'er“arf."f| Expenditure . again incentive for
increase in production

Production

Expenditure Income

Measurement of National Income

[
£

Production Income Expenditure
Productionand Value Inmlme Method Expenditure
Added Method Method

There are various ways of computation of National Income, because
the people of the nation get income through the medium of production or
monetary income. So when it ls:nniputed by adding production, it is known
as Census of Production Method. When the National Income is estimated on
the basis of income of people of the
nation, then this estimation method | | know
is known as Census of Income 3 )
Method. Al people spend their ﬂaﬁhnﬂ isome 1s _thg icrid

: | reliable measure of calculation of
earning as consumption. Therefore, Economic Status of the Nation.
National income can be estimated L= -

by measufing expenditure of ~ -
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people. This process of estimation of National Income is known as Census of

Expenditure Method. When the market value of produced goods increases
through the efforts of people in different situations, then the method used in
this situation for estimation of income, is known as Census of Value Added
Method. When National Income is estimated on the basis of occupational
structure, this estimation is known as Census of Occupation Method,

Although National Income is estimated with five above mentioned
methods, but the Census of Production Method and Census of Income
Method is used in economics, are simple, scientific and practical from
economic point of view, for the estimation of National income.
Difficulties in the Measurement of National Income

To know the economic situation of the nation, it is necessary to know
the National Income of that country. National Income is simple measure of
economic development of the country which is calculated by adding Per
Capita Income of the people of the country. It is on the basis of National
Income, that different countries of the world are categorized into developed,
developing and under developed for evaluation. Even though Mational
Income is the universal measure of estimating economic status of the nation,
practically we face a lot of problems in the estimation of National Income
which can be expressed briefly as mentioned below-

(il  Difficulty in collecting data- Income of the people of whole
country is estimated either in terms of production or income but we face
many problems in the process of collecting data. If the correct data is not
available, the actual status of development of the nation cannot be known.

(i)  Possibility of double counting- It is not easy to collect the data
related to production or income of whaole nation. Structure of geographical
and human resource structure is such that sometimes some income or
production is Indicated at two places. Because of this double counting

income appears to be more than actual income.
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(i)  Difficulty In measuring the value- In the market it is always
seen that the same good is valued differently because of its movement from
different business conditions. This difference in the price of the commodity is
due to addition of its expenditure on transportation and advertisement and
the amount of profit of sellers by moving from one section to another section
of the sellers, for example- the production value of sugar is always less than
the machineries but the value increases when it reaches wholesellers and
lastly its price becomes high in comparison to its earlier price by reaching to
retailers. Often in this situation, when the data is added at two points

separately, then there is possibility of misleading situation of National
Income,

While estimating Mational Income, all the above mentioned factors
should be considered for clear, practical and reliable data. As we know that
through the process of collection of National Income Statistics only one
measure should be adopted for the correct evaluation of economic situation
of the nation.

Contribution of Natlonal and Per Capita Income in Economic Development

Prosperity or backwardness of any nation can be known through the
medium of Per Capita Income or National Income which is the addition of
income of all people. All efforts for development of any nation are taken
through the medium of increase in productivity or income of the people
residing within the boundary of the nation. At present times every country
prepares its own planning for development with the objective to earn more
income by increasing productivity of availabie resources. In the same way by
investing capital, employment Is created in education, science and
technology, which causes increase in income. For economic development,
mainly production and income is increased. Highest economic development
of the nation can be achieved with more production of goods and
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maximization of income of the people. Thus, we can say that 'Per Capita

Income and MNational Income are correct measure af Economic
Development. Without increasing praduction neither income of the people
isincreased noreconomy is developed.

The standard of living of people is affected by changes in National
Income and Per Capita Income. |n fact, National Income (s the produced net
product within the country in a particular area. Productivity can be increased
by increasing the pumheruf labourers in production. Thus with the increase
in production more employment will be created, wages of labourers will
increase, and standard of living will be better with the increased Income.
Development of people is possible with the increase in Per Capita Income.
Increase in Index of National Income shows the improvement in economic
development of people.

National Income includes all those services which can be expressed in
terms of money or for which payment is made, Estimation of National
Income does not include all those services for which payment is not made.

For example- Services of a

; sanamic Development nurse to her child is not

included in National

Income. But at the same

I|' | time contribution of her

st tn T services to the hospital is

national Income capita | ncn?ne included in estimation of

Mational Income. Generally

/ after this estimation, the

L process of development

i R goes on continuously.

Process of Development
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There should not be any decrease in the income of the poor. If the Per
Capita Income and National Income increase under the process of
development, because if the increasing part of the income goes to the rich,
balanced economic development is not possible even though there is an
increase in income. This is the reason that these days Government Is giving
emphasis on Inclusive Growth through Planning Commission,

If the increase in population is in the same proportion or increasing
proportion in which National Income increases, then in that case economic
development of the society is not possible. in spite of all these situations if
there is general increase in National Income, then we can find some general
economic development of people.

With the change In the income and time, there is change in test,
preferences and nature of poor people, because of which, they make best use
of their increased income. Thus the economic development is definite. We
can conclude that because of the increase in Per Capita as well as National
Income, economic development of the soclety increases or will increase
except few situations and economic development of society will decrease
because of the decrease in National Income and Per Capita Income.
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SUMMARY

Bihar has the lowest Per Capita Income in India.

At present Gross Domestic Product (GDP) is (negative) -5.15 % and
(positive) 11.03 % in 2003-04, and between 2004-05 and 2008-09
respectively. It is a good sign of development of Bihar.

Mational Income is most scientific and acceptable statistics of
Economic Development of any country. There are many such
institutions who publish certified statistics ofincome of that country.
Per Capita Income= The ratio between National Income and National
population in a particular period.

Central Statistical Organization is an universal certified institution for
the estimation of National Income in India.

In the most popular earlier effort for computation of National Income,
industrialist Dada Bhai Naoroji was of the view that Per Capita Income
in1968is Rs. 20.

Several efforts were made for the estimation of National Income, but
statistics given by its famous economist Dr. VK.RV Rao was mast
popularin 1925-29,

The monetary value of all goods and services produced within the
country in a particular year is known as Gross Domestic Product.
Census of Production Method and Census of Income Method for
estimation of National Income are simple, scientific and practical from
economic point of view. i

Problems in estimation of Mational Income- (i) Difficulty in collecting
data, (ii) Possibility of double counting, (iil) Difficulty in measuring the
value.

Economic Development is possible only with the increase in income

and Per Capita Income through the medium of the process of
development.
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Objective Questions
1. Choose the correct option-

i

According to 2008-09, Per Caplta Incoma in India ls —
(a) Rs. 22,553 (b) Rs. 25,494
{c) Rs.B,610 (d) Rs. 54,850

Financlal yesr in India Is —
(a) From1"Janto31"Dec  {b) From 1" July to 30" June
{c)  From 1* April to 31" March (d) From 1" Sept to 31" August

3. Which state In India has maximum Per Caplta Income ?
{a)  Bihar (b)  Punjab
{c} Haryana (d) Goa
4. 'Which district of Blhar has maximum Per Capita Income 7
(a) Patna {b) Gaya
{c)  Shivhar (d}  Nalanda
&. From economic point of view, production and Income method are—
(a)  simple {b)  scientific
(c)  practical (d} Al of above
I, Fill Up The Blanks |
ol percentage of population in Bihar s below poverty line,
2. Production, incomeand .............. .complete a circular group.
3. Increasein National INCOME CAUSES ovrvrrrrrmernisens in Per Capita Income.
4. The processof ................ 15 completed by increase in National Income
and Per Capita Income,
5. InBiharGross Domestic Product Was .........c.ee... in the year 2008-09.
r
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llowing statements is true of

1. National Income increases the productive capacity of any economy in
a particular period.

2. Production Income and expenditure do not complete the circular
group. =

3. PerCapitaIncomein India is more than Per Capita Income of America.

4. According to Dada Bhai Naoraji, Per Capita Income in India was Rs. 20
in 1968.

5. Agriculture sector contributed mostly in the Per Capita Income in
Bihar.

IV. Completetha Abbreviation |
(i) G.D.P (i) PC.I. (i) N.5.5.0. {iv) C.5.0.
(v) G.MN.P. (wi) N.N.P. (VH)NLL. {viii) E.D.J.
"2 short-Answer Question ;

L. WhatisIincome?

2. What do you mean by Gross Domestic Product ?

3.  Whatis Per Capita Income ?

4.  When and by whom was National Income estimated in India for the
firsttima?

5. By whichinstitution inis India Mational Income computed 7

b. Explainthe problems invoived inthe computation of National Income.

Explain the relationship between Income and Poverty,

Vi. Lang-Answer Questian :

1,

2

When and for which objective did Indian Government constitute
National Income committee after Independence 7
Define National Income. What are the methods of its measurement ?

Dur Economy 11 46

https://www.studiestoday.com



BSTBPC2018

https Ilwww.studiestoday.com

Explain the difference hetwean Per Capita Income and National
Income.

How is increase in income profitable for development of India ?
Explain.

Write a short note on Per Capita Income in development.

Does the increase in Per Capita Income affect National Income ?
Explain.

Vil, Prajet Wark

1
2.

Students, explain sources of income of your own family through chart.
Planfor a debate relating to National Income and Per Capita Income by
dividing students of the class among two groups. '
Students, prepare a table explaining total monthly income of your
family, and expenditureincurred on dependents onincome.

Answaer to Objective Questians

-,

1.(b) 2.0} 3.(d) 4. (a) 5. {d)
1.41.4 2. Expenditure 3. Increase

4. Development 5. 11.03

1. True 2. False 3.False 4. True 5. True.

—i Q.
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Money, Savings and Credit

Today, money plays an instrumental role in shaping economic
structure. Without money, an economic system has no existence. In the
present times, all activities related to production, consumption, exchange
and distribution etc, are effected by money. Thus money has become an
inseparable part of life. Modern society gets many advantage from money,
and because of this, money has more wtility. According to Marshall, “The
credit for present progress goes to money. According to Truscott, “If money is
not the heart of our economic system, it can certainly be considered its blood
stream. Thus money is the strength of our life economy.”

EVOLUTION OF MONEY- HISTORY OF MONEY

Money has an important role to play in our economic and commercial
life. It is considered as the backbone of our modern economy. At the early
stage of civilization, human wants were limited, and they used to satisfy their
wants by producing themselves. But with the increase in population, human
needs started increasing. It became difficult to satisfy all human wants by
their own production. Gradually, they started satisfying their wants by
exchanging goods among themselves. Today for the satisfaction of most of
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the wanls, peaple depend on other people. Usually each person is engagedin
a particular activity, The income earned by them is used for purchasing other
goods. Thus, the importance of exchange has increased today.
Forms of exchange

{h Bartersystem

()  Menetary system

{i) BARTERSYSTEM

Barter means direct exchange of goods and services. Under barter
system, both sale and purchase of goods and services takes place without the
use of money. In other words, barter system of exchange is a system in which
goods are exchanged for goods with the mediation of money. For example,
exchange of rice is for wheat, exchange of oils for vegetable, exchange of curd
for milk etc. This system was prevalent in old days. Practically because of this
system, people suffered a lot of problems,

Difficulties of Barter system:
People suffered following difficulties due to the barter system,
L Lack of double colncidance of wants:

The barter system requires a double coincidence of wants on the part
of those who want to exchange goods and services. It is necessary for a
person who wishes to trade his goods and services to find some other person
who is not only working to buy his goods and services, but also possesses that
goods which the farmer wants. Such a double coincidence is a rare possibility.
This can be explained with the help of an example. Lieutenant Cameron
wanted to cross the river in Africa, but the boatman used to ask for the teeth
of elephant for helping him in crassing the river which he did not have
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Cameron came to know about

the person who wanted to | Difficultiescf barter system
exchange elephant teeth for | 1. Lackofdoublecoincidence

cloth, but Cameron had nocloth. | 3 |ack of common measure of value
After some times, he knew about 3. Lackof store of value

a third person who had cloth and 4, tackofdivisibility

wanted to exchange it for wire. o :
Fortunately, Cameron had wire. 5. Difficulty of future payment

He exchange wire for cloth and 6. Problem ﬁfh‘aﬂzﬁfér.qfwhqa
cloth for elephant teeth, and
ultimately crossed the river by
paying elephant teeth. But his time was wasted because of lack of double
coincidence of wants,

4. lackof common measure of value-:

another major difficulty of barter system is related with common
measure of value, There was lack of a common measure of value to measure
the price of goods and services. For example, what will be quantity of ghee
required for one kilo of rice? How will it be determined as to how many goods
are required for a cow etc?
8, Lockefstensofvalue:

In barter system, there was difficuity of storing the produced goods.
Because store of purchasing power for future cannot be made due to
perishable in nature of most of the goods. It was difficult to store perishable
goods for example fish, fruit, vegetables etc. for long time.,

4, Lack of Bivisibility:

some of the goods are of such nature that cannot be divided. If
divided, the utility Is lost e, g. Living animals. This difficulty related to lack of
divisibility occurs when a person has a cow and he wants three or four things

which are available from different persons. In this situation, 3 cow cannot
Qur Economy i1 50

https://www.studiestodayldohtolutions

PR



N BSTBPC201E
https://www.studiestoday.com
be divided into three or four pieces because it will destroy the utility of a cow.

Exchange was difficult in this situation.
5. Diffieulty of future payment:

in barter system, lending and borrowing was difficult. For example, a
mian lends his cow to the other man for twa years.

In these two years, the other man is availing the cow's milk and using
the cow dung as fuel, 5o, it was found that the lender is in loss and the
borrower has advantage.

6. Problam of transfer of value:

Barter system faces the problem of transfer of value because in many
situations, it was difficult to shift the static asset from one place to another
place. The problem was more critical when a person was migrating from one
place to another. In this condition, he had to leave his asset because it was
difficult to sell them. For e.g., a person living in Allahabad is shifting to Agra,
could not exchange his house for another one in Agra. But with the
development of money, he can sell his house in Allahabad and can buy one in
Agra.

MONETARY SYSTEM

Revolution of market is the outcome of human needs, Difficulties in
barter system gave birth to money. With the invention of money, the
transaction of goods and services between the buyer and seller became quite
easy. Invention of money made merchandising easier. Invention of money is a
great achievement for human civilization. Renowned author Crothers has
said, "As in mechanics wheel is important, in science fire and in politics
democracy has its own place, the same place money has in economiclife of a
man." Money is one of the most fundamental of all man's invention.
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In monetary system, the man first sells his poods or services and earns
money and then spends the money to buy other goods of his need. 50, this
system is known as the monetary system, The development of money, isina
way, an epitome of the history of human civilization,

‘World's Currencies :

In the following table no.3.1, various currencies across the world are
mentioned,

Table 3.1 : World's Currencies

Country Currency
1. India Rupee
2. Pakistan Rupee
3. Bangladesh Taka
4. Nepal Rupee |
5. America Dollar
6. England Pound
7. Russia Ruble
8. Singapore Dollar
9. Afghanistan Afghani
10. lran Riyal
11. lrag Dinar
12. | Sweden Crona
Functions of money

In the modern era, money has become an important instrument to
lead life and its importance in one’s life is increasing day to day. The four basic
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functions of money are:
1. Medium of exchange
2 Measure of value
3 Standard of deferred payment
4. Store of value

These four functions of money can be explained through this little
poem.

Meney isa matterof functions four:
Amedium, o measure, a standard, a store,

In recent years, economists have given various functions of money. In
short, the main functions of money are discussed below:

1. Mediumof exchange:

Money is a medium of exchange, money acts as a medium for selling
and purchasing of goods In market. It serves as a standard medium of
exchange by removing the difficulties of barter systern and acts as a
convenience of making transactions. It acts as a legal tenders, so its noted
value and its cognizable features facilitate moneys universal acceptability as
means of payment.

2. Measuresofvalue:

Money acts as a unit of measure of value. In other words, itacts asa
yardstick of standard measure of value to which all other things can be
measured. Evolution of money has removed the difficulties of measuring
value of goods. In modern times, the value of every commodity can be
measured in money. With the use of money, the value of exchange has
become easler and economic calculation for measuring value have been
simplified.
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8 Btandard of deferred paymenti

In modern era, much of the economic activities are carried on credit,
payment is done in future. In other words, money in modern era has helped
the people deal effectively with credit transaction. For e.g. Ram has lend
As. 100 to Shyam for one year. After one year, Shyam can return Rs.100 to
Ram. Money functions as a standard of deferred payments settling the
doubts and future transactions. In modern business credit acts as a backbone
and money has made it easier. Barter system was found limited to this facility
of lending and borrowing.

a, State of vatue:

Human being has tendency to save a part of his income for future to
Fulfil his future requirements. Money has special feature of being stored and
held future purpose. In barter system, there was difficulty of storing and
holding goods because goods can get perished. Money can be stored for
longer periods of time. Utility of money is never lost, it can be used in future
for purchasing goods and services.

5 Transfer of purchasing power:

Maoney is a liguid means of exchange. Hence purchasing power of
money can be transferred from one place to the other, Because of this unique
characteristic of money, buying and selling process has become easier and
can be done at the global level. Goods can be purchased and sold from one
place to another and can be taken from ane place to another because money
has been accepted asa mode of exchange across the world. Money has made
lending and borrowing easler, people can sell their assets and properties and
can move to other place and purchase new things because money has
become the best means of transferring the value of money.
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€  Basls of credity

In present times, credit is used as money, On the basis of money, credit
is given. Bank or financial institutions create credit on the basis of money.
Various credit notes are created on the basis of money such as cheque, Hundi,
draft etc. for &.g. Cheque can be issued or used only if the person has account
in the bank. Commercial bank provides credit on the cash reserve basis. If
amount of money is more, credit will be small. Thus money is the basis of
credit.

WHAT IS MONEY?

In practical life, every moment, money has its own importance and its
use. In general times, if we talk about money, people think it as a thing made
of metal or paper used for buying and selling of goods. For having a clear
money we need to analyze day to day activities which include purchasing and
selling of across the country or in foreign countries. During early civilization,
things like goat, cow, wheat skin etc. were used as mode of exchange. With
the development of civilization, skin, stones, beads, gold, silver and paper
money came into existence. Nowadays, payment is done through paper
money and cheque, In general terms, money is understond as metallic coins.
The terms 'money’ s also used as a sign of stamp. That's only anything with
government stamp on sign is considered as money, In economics, money has
been defined in various ways by various authors. Some of these definitions
are broader in concept while some of these are based on other facts.

Prof. Hartley Withers says, “Money is what money does.” Coulborn has
defined money as “money may be defined as the means of valuation of
payment”. According to Knapp, “Anything which is declared money by the
state becomes money.” According to Aeligmaw, "money is one thing that
possesses general acceptability” It can be concluded that anything with
general acceptability, independent in nature, used as exchange as a means of
nature, has a standard for payment is considered as money, Money is that
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commodity which is generally accepted by the people as a medium of
exchange, measure of nature, store of nature and transfer of value.

In present days of Globalisation and with the race for economic
development, paper money, cheque etc. are used as a medium of exchange.
Today exchange is possible even with plastic money which is known as ATM-
cm-Debit card and credit card. Because of the facility of core banking in this.
present age of computer, guaranteed transfer of money from one place to
another within the country is possible in few minutes.

Development of money has been described in table 3.1

Table 3.1 : Developmant of Money

|
[0 l I | | 1

1,Barter 2.Commodity 3.Mettalic 4.Coins 5.Paper 6. Credit
Money Money Money Muoney

Teble 3.1 describes these things!

1 Barter:

it invalves exchange of goods for goods.
2. Cammodity money!

In primitive age, any particular commodity was used as money. In
hunting age animal skin, in pastoral age commaodities such as animals like
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cows and goats, during agrarian age goods like wheat, maze, rice etc, were
used as generally accepted medium of exchange,

3. Metallic money:

Because of the use of commodity money, peaple faced a lot of
difficulties and so the use of metals started. Metallic money refers to coins
prepared out of various metals like gald, silver, bronze, nickel etc.

4, Colns:

The use of metallic money was getting difficult day by day, so it gave
birth to coins on full-bodied money, which refers to coins. Goods prepared
out of various metals like gold, silver, bronze, nickel etc. With value certified
by an exclusive monopoly of the state came to be known as coins. Various
types of coins are shown in the figure below.

Pict. 3,1 ; Coins

5. Paper money:

It was very difficult to transfer coins from one place to another,
Eventually paper money came Into existence. At present, generally in all
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countries of the world, paper money is in vogue. Notes made of paper
generated by government and central bank of the country are known as
paper money. In India, denomination of one rupee or more are issued by
reserve bank of India of the country. Thus central govt. issues one rupee notes
and reserve bank of India ssues rupees of denomination 2, 5, 10, 20, 50,
100, 500 and 1000. Smples of some notes used in India and America are
shown below:

g Creditmenen
With the economic development, use of credit money started. Mostly
cheque, hundis and other types of credit money are used as money. These are
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known as credit money. International transaction, credit money for e.g.
Cheques and hundis are mostly used in comparison to metal or paper money.

Plastic money ;Today plastic money is widely used. ATM-cum-debit
card and credit card are famous plastic money.

(il  ATM-cum-debit card- During the process of ecenomic
development, banking institutions started using a small piece of plastic as
money, ATM is one type of plastic money. The meaning of ATM Is automatic
teller machine. This machine provides service of withdrawal and deposits
through 24 hours. In India, all these services are provided to the customers
through all commercial banks for example-state bank, Allahabad bank, ICICI
ete. ATM of state bank of India is shown below,

Pict. 3.4 : ATM centre

In the above picture we see an ATM centre. ATM-cum-debit card is
required for withdrawal of money from ATIM.
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ATM-cum-debit card is shown in picture 3.4, A secret pin s
required for the operation through ATM-cum-debit card. How we draw
money from ATM machine is shown in picture 3.5.

Pict. 3.5 : ATM Machine
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(i) Creditcard:

Credit card is also a type of plastic money. UISA, Master card,
America express etc. are mostly used credil card. Bank limits the
amount of credit of its customer under credit card, after considering
customer's financial situation. Customers usually buy goods and
services through the medium of credit cards within the fixed limit of
money. Credit card is shown in picture 3.6.

Pict. 3.6 : Credit card

Economie Importance of money:

Money has its own importance in modemn and economic system.
Our economic system would collapse without money in modem society.
Economic progress of different countries of the world was not possible
without money. During the process of economic development, money
has an important role to play in socialist economy or capitalist economy
and even in mixed economy. A famous economist Truscott is of the
opinion regarding economic importance of money, “money is
necessarily a source of blood, if not the heart of the economy.” Today
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economic system cannot operate even for a minute without monay,

Therefore Prof. Marshall is of the opinion that "Money is the pivot
around which the whole economic service clusters.” Crowther throws
light on the importance of money and says that “every branch of
knowledge has its own Iimportant invention for example, wheel in
mechanics, fire in science, and vote in political success. In the same
manner, in the economic and commercial life of people, money is the
most useful invention, which is the basis of complete system. Infact
money is an important invention of human bird. The following lines
explain the importance of money.

“money | moneyl! Money!!!
Brighter than sunshina
Sweeterthan honey."

Thus it is clear that each aspect of modem life is affected by
money. Prof. Pigeon has rightly said, “In the modermn world, industry is
closely unfolded in the garment of money.

Advantage of Money:

Money is most useful for us. The whole society is affected by
money positively. Money has an important place in all divisions of
economics for e.g. consumption, production, exchange, distribution
and public finance. Some of the important advantages of money are a
follow:

1. Money has facilitated consumers: The invention of money is
most profitable. Each consumer purchases goods according to his or
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her choice. This facility was not possible under faster system, Money is
the base of demand of consumers. The person with more money
demands more goods and services. Scarcity of money decreases the
demand.

2. Money has facilitated production:

Money has facilitated production. Producers can assemble
appropriate quantity of factors of production, purchase and store of raw
materials and arrange capital on credit with the help of money time to
time. It is impossible to know the cost of production, expected price of
the good and expected amount of profit without money.

3. Moneyand Credit:

Credit system is possible only because of money and credit
money: The structure of modern business is based on credit. Banks
promote small savings of people and provide money on credit &
industries, Thus money s the basis of credit.

4. Remoaval of Barter difficulties:

The money has removed the inconvenience of barter and
exchange has become easier due to money.
5. Liquidity of money and capltal:

People accept capital, as money provides liquidity to capital.

Capital can be used in the form of money. A person with money can buy
things according to his necessity and satisfy his wants.
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6.  Mobliity of money and capital:

Money makes capital mobile.
With the use of money, capital can be
transferred not only from one place to
an other but also from one country to
another. It has made the development
of business and trade successful.

T. Money and capital formation:

Money is an important source of
capital formation. People save money
and transfer it to productive uses. It
accelerates capital formation. Thus,
maney is an important source of
capital formation.

B. Money and
industries:

large scala

It is because of money

Advantage of Money

* Benefit to consumer

* Benefitto praduction

* Moneyand Credit

* Removal of Barter facilities

+ Liquidity of money and
capital

* Mobility of money and
capital

» Money and capital
formation

= Money and large scale
industries

« Money and economlic

progress

Money and social welfare

production that establishment of industries is possible on large scale.

9. Money and economic progress:

Money is an index of economic progress.

10. Money and soclal welfare:

Money is a measure of National Income and per capita income of
any country. Increasing per capita income of any counfry promotes
economic welfare of the country. Social welfare can be measured with

the help of money.

Importance of money can be understood after going through all
the above-mentioned advantages. It is an important source of
satisfying human wants not only of labourers, farmers, doctors,
professors, engineers, politicians and socialists but also saints. Money
has provided many services in economic life. So, it is rightly said,

"Money is a good servant™
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Whatis saving?

The whole income of the society is spent on goods and
services. Goods are of two types:

I There are some goods which are used immediately or
purchasable. These are known as current goods.

ii. Themnmmegmdswichareuaeﬁnpmdmadhw
- These are known as durable goods.

The whole income of the society is spent on these two types of
commodities. That part of total income which is spent on current goods
ig known as consumption and that part of income which is spent on
durable goods is known as saving. Thus it is clear that saving is the
difference between income and consumption.

Saving is of two types:
i) Saving in cash
i) Saving in goods

That part of income is known as saving in cash which is not spent on
any type of commodities while saving in goods is known as investment.
According to Crowther, “Aman's saving is that part of his income which
is not spent on consumption goods.” Economists are of the view that for
development and stability of an economy, saving and investment are
equally important. This can be expressed with the help of formulae:
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Credit

The meaning of credit is faith and confidence. Having more
faith in a person means his credit is more. In economics, credit means
faith in the ability of payment of debt. We say that if the credit worthiness
of Arun is more In market, this means that people have more faith in his
ability of debt-repayment. On the basis of this creditworthiness, each
person on institution gives credit to another person on institution.
According lo Gide, “Credit is an exchange which is complete after the
expiry of a certain period of time after payment.”

There are two sides of credit: (i) Creditor (i) Debtor

Creditor gives money and goods on credit and payment is
deferred. This is done on the basis of faith. The money barrowed from
him is repaid after some time. The repayment of gonods and services is
also done in the same manner. The basis of credit is faith and
confidence on debtor. It is impossible to make transaction without faith
and confidenca. Thus it is clear that debtor borrows money, goods and
services on the basis of faith at a particular time and promises to repay
the amount with interest after a stipulated period of time.,
Basls of Credit

The main basis of credit are as follows:
1. Confidence:

The main basis of credit is confidence. Creditor pays money on

credit only when he has confidence on debtor that he will repay the
same on time.

2. Character;
Character of debtor is also an important basis of credit. If the
debtor is honest and having good character, he easily gets debt. The

credit worthiness of characterless people is low and nobody wants to
give them debt.

Our Economy :: 65

https://www.studiestodayldohtbolutions

Terpevriing Trkvutegicy



https:llwww.studiestoday.com"ﬁm"m"I

3. Capacity to rapay:

Repayment capacity and ability of a person also affects his credit
worthiness. Creditor advances money or debt only when he has
confidence on the repayment capacity of the person. So, repaying
worthiness of characlerless people is low and nobody wants to give
themdebt.

4.  Capacity to repay;

Repayment capacity and ability of a person also affects his credit
worthiness. Creditor advances money or debt only when he has
confidence on the repayment capacity of the person. So, repaying
capacity of a person also affects his credit worthiness.

8. Perlodof loan:

The amount of loan also depends on the period of loan, Creditors
hesitate in advancing loan for a long period because of the change in
character, economic situation and capacity to pay the customer. This is
the reason creditor always takes to advance loans for a short period of
time.

Thus, all the above mentioned bases are essential elements of
credit. These elements can be expressed in the following manner: "A
person's credit depends on four C's; Confidence, Character, Capacity
and Capital.”

Credit paper:

Credit paper relate to all those resources which are used as credit
money. Exchange of credit or debt is possible on the basis of credit-
paper. These work as a medium of exchange in the transactions of
goods and services. Credit paper functions as money. But there is a
difference between money and credit paper, that is, money is legal
tender and credit paper is not accepted legally. So, nobody can be
forced to accept credit paper in the transaction.
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These are of various types:

1. Cheque 2. Billofexchange
3.  Bankdraft 4. Hundi

5.  Promissory note 6. Traveler's cheque
7.  Bookcredit 8. Credit proof paper
1. Chegue;

Cheque is the most common form of credit paper. It is a type of
written order given by the depositor to the particular bank for the
payment of written amount to written payee. The format of cheque is
shown in the picture 3.7.

1. BankDraft: Pie. 3.7 : Cheque

Bank draft is a paper which is an order of a particular bank to its other
branch or other banks for the payment of written amount to indicated
person concemed on it. It is less costly to transfer from one place to
another through bank draft. Bank draft is of two types, i.e. national and
international. The format of bank draft is shown in fig. 3.8

Pic. 3.8 : Bank Draft
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3. Travelers cheque:

Travelers cheque is issued by banks for the convenience of
passengers. Any passenger can oblain traveler's cheque by depositing
a fixed amount in bank. A fixed amount is printed in every traveler's

cheque. Any other person cannot use this cheque because specimen
signature of the concerned traveler is indicated on it.

4, Promissory note;

This is also a type of credit paper. A legal document between a
lender and a borrower whereby the latter agrees to certain conditions
for the repayment of the sum of money borrowed.

Today creditand credit papers are becoming more important.

Summary

. Money is an indispensable part of our life. The credit goes to
money for the progress of modern age.

«  The development of money is in a way an epitome of history of
human civilization.

«  Therearetwolypes of exchange :

(i) Bartersystem and (ji) Monetary system

=  There were lots of difficulties in barter system for the removal of
the difficulties of barter system, money was invented. The
invention of money solved all the difficulties of barter system.

. Money is a matter of functions four — A medium, a measure, a
standard, a store.

+  Anything which possesses general acceptability as a legal tender
and independent in nature, used as a medium of exchange,
measure of value, standard of deferred payment and as a
measure of value, is known as money.
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C In India, one rupee note and coins are issued by finance

department of central government, and rupees of denomination
two or more are issued by Reserve Bank of India.

=  Today, plastic money is more popular. ATM-cum-Debit card and
credit card are most popular among plastic money. This has
made exchange easler.

+«  Money is the pivot around which the whole economic science
clusters
Money! Money!! Money!!!
Brighter than sunshine
Sweeter than Honey!

+  Thedifference between income and consumption is saving.

. Credit is the exchange aclivity which is completed with
repayment within stipulated period of time.

»  Credit papers denote all those resources which are used in the
form of credit money.

= Credit paper is of different types — Cheque, Bill of exchange,
Bank draft, Hundl, Promissory note, Traveler's cheque, Book
credit, Credit proof.

«  Credit paper functions as money bult there is one basic difference
between them. Money is a legal tender while credit paper is not

accepted legally.

Objeetive guestions:
Fill up the blanks: )
1. Thecreditgoesto for ther progiess of modem age.
2. Moneyis of an economy.
3. The history of dwalnpmarlt of money is human
civilization.
4. Anexchange ofgoodsis known as system.
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5. lavention of money is the greatest of human beings.
6. Moneyisa of exchange
7. Dueto plastic money, the exchange has become
8. Moneyis agood

9. Difference between income an:d axpmditura is known
a8

10. Thabaseufm‘editls

Shert Anawer type questions:
. Whatis Barter system?

. Whatis monetary systam?
. Define Money.

. Whatis ATM?

. Whatis creditcard?

. Whatis saving?

. Whatis credit?

-umm-h-mm..

Long Answer type questions!
1. Explainthe difficulties of barter system.
2. Explain the functions of money.
3. Discuss the economicimportance nfmmay.
4. Explainthe development of ioney. ™ -
5. Whatis credit? Explain some Impmant r.‘mditpapem.

Answer of Objective Questions:
1. Money 2. Strengthoflifa 3. History 4. Barter
5. Achievement 6. Medium TE&&:{ 8. Servant
9. Saving 10. Confidence

-—0 P
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Our Financial Institution

We have noticed that credit or loan (debt) is essential for the
fulfilment of need of money. In our day-to-day life, requirement of credit or
loan can be fulfilled by the financial institutions of the state. Today, credit or
loan is very important in our economic life. For the execution of any type of
economic activity, a person cannot fulfill all industrial and commercial need
through the medium of available resources, even though (he is a wealthy
person) of he is blessed with sufficient amount of resources. We have to
depend on government or semi-government financial institutions for this
type of financial management. This is to be noted here that financial
institutions established or administered by government or through the
cooperation and participation of the people, are knewn as semi-government
financial institutions. For example, on the one hand, credit or loan is made
available by financial institutions established or governed by government and
on the other, semi-government institutions established on the basis of co-
operation advances loan to agricultural sector. BISCOMAN is an institution in
Bihar, relevant to cooperation, advances loan or credit especially to
agricultural sector. In other states of the country also, co-operation based
main institutions are functioning on the basis of same approach. These
institutions are. known as institutions of co-operative sector of banking
systems. At present the micro-financing in Bangladesh has encouraged the
sincere efforts towards the arrangement of availability of credit or loan for
small poor farmers of the villages through the medium of mutual co-
operation on a small scale.
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We will discuss in detail financial institutions, which make
available credit or loan in our daily life.

Financial Institutions:

Financial institutions are those institutions in monetary sector of
a counfry or state which complete the activities related to credit or
money for the fulfilment of human need. Financial management for
economic activities such as agriculture, industry and trade is done
through financial institutions. These institutions advance loans for short
term, medium term and long term on the basis of need for the economic
development of society. For the completion of any type of economic
and business activity, money is required. It is impossible for any
industrialist to run his business activity on his own resource, due to lack
of sufficient economic resources. In this situation, financial institutions
make available to people economic resources according fo their need
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Sami-Government Financlal institutions:

All those financial institutions which work under the direction
of central bank (Reseive Bank of India) of the government on the
standard as fixed by RBI to fulfill the financial need of the people of
the society are known as semi-government financial institutions.
Fore.g. Regional Rural Bank, Bihar State Co-operative Bankete.
Micra-Financial Institutions:

All institutions which advance credit or loan at low interest to
| poor needy persons though the medium of seli-financed
institution on small scale are known as Micra financial institutions.
Prof. Md. Yunus of neighbouring country Bangladesh was
awarded Nobel Prize for the appreciable effort in this regard. He
helped the poor rural in the developmental activity through micro
financial management. This can be used for the neglected rural
sectarin Bihar,

It is clear from above that the amount of capital required for

economic development of country is provided by finandal institutions. It
is to be noted here that these financial institutions meet financial
requirements of their customers on the basis of fixed legal standard. All
people or commercial establishment which are involved in the process

of development and demand for money for the completion of their own

activities are the customers of financial institutions. Participation and
involvement of financial institutions is essential for economic

development, without which development process cannot be
Kind of Financial nstitutions: Financial Institutions are of two

e i
_ a. National Financial Institutions

b. State level Financial Institutions
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a Mational Financlal Institutions

All financial institutions which determine and direct financia! and
credit policies of the country and implement the activities of financial
armangement at national level, are known as Mational Financial
Institutions.

There are two important parts of the financial institutions.
. Indian Money Market
. indlan Capital Market

In:a money market where short term and medium term provision
and management of financial need is done for the industrial and
business sector of the country is known as Indian Money Market. Long
term provision and management of financial need of industries and
business is fulfilled in Indian Capital Market.

Generally, Indian Money Market is divided into organized and
unorganized sector. All commercial banks, private sector banks, public
sector banks and foreign banks come under organized sector. Money
lender including non-banking financial institutions come under
unorganized sector.

Organised banking system of the country functions in the form of
three types of banking form.

1. Ceniral Bank :

Reserve Bank of India is the central bank of India. This, as the
head of the banking institutions of the country helps in directing and
conduction of banking, financial and economic activities.

2. Commarcial Bank :

Conduction of banking and financial activities is possible in the
country by many commercial banks. Majority of commercial banks
waorking under the direct control of the govt. is known as nationalized
commercial banks. Some of the commercial banks are known as
private sector commercial banks. All the banks with "Ltd.’ at the end of

their name is known as private sector banks.
Our Econony = T5
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3. Co-operative Bank:

L |

Many financial institutions function in co-operative sector on the
basis of mutual cooperation and goodwill. Co-operative bank is known

in different states by different
names. Although these banks
function on the direction of RBI,
but their management is done
through state government.
Industrialists and

agriculturists are provided.

financial assistance through
these financial institutions in
India, which encouraged the
development of many industrial
houses. Major indusiries are
their main examples. Farmers
are profitedtby these financial
institutions and industries are
being developed by them.
Indian Capital Market:

Organized Banking System:

1. Central Bank: RBI Is the central
bank of Fndia,. This functions as
the main banking system.

2, Commercial Bank: All banking
and financial activities are
performed through commercial
banks.

3. Cooperative Bank: Financial
Institutions working on the basis
nfm—uper;ﬁmandmodﬁll are
known as ' bank,
even though upiemed
ﬁwmghmwm

Indian capital market provides long term capital. Lr:mg term
capital is demanded for implementation of public construction activities
and large scale industries. This is classified as follows:.

Indian Capital Market

jon ! ' ¥ 4
Market Industrial Market Development of Non-banking
Financial financial
1 l Institutions companies

Primary Market Secondary Market
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Indian capital market is basically dependent on these four
financial institutions. All national level development activities such as
road, railway, hospital, educational institutions, electricity generation
machines, major industries of private as well as public sector are
performed because of these long term capital. As a consequence,
financial institutions have contributed in the building ofthe nation.

Financial Institutions are backbone of any country. Organized
financial institutions are essential for economic development of a
country. It is a matter of satisfaction that in 'Mumbai’, the financial
capital of India, there is an organized capital market, through which
finance is arranged for industrial sector. Because of the strong capital
market, India is less affected by ongoing worldwide economic
depression at present. The main sector of the capital market is known
as Dalal Street. Bihar is industrially backward in the absence of healthy
and organized financial institutions, Banks advance low percentage of
money deposited by people of Bihar as loan to the agricultural and
industrial sector. So, because of the absence of healthy financial
institutions, economic development of Bihar is not possible at a high
speed. During the last few years because of continuous effort of Bihar
government, limit of investment by banks for agriculture and industry
hasincreased. But even now this is not enough to meet the requirement
of economic development and human welfare.

State (wewst| Fimangial Institutions (in the context of Bihar)

We know that the economy of Bihar is primarily based on
agriculture, 87% of the population live in village and around 75% people
are directly or indirectly associated with agriculture and is related to
small scale industries.

Majorities of farmers come under the category of marginal
farmer, whose income is low and save marginally. Thus, they are
unable to invest in agriculture and its related industries, and that is why
loan or capital is mostly required from these financial institutions.
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There are two types offinancial institutions:

1.  Non-Institutional financial institutions
2.  Financial Institutions
Credit or loan can be made available through these institutions.

State leyval Fingneial nstitution:

' }
Mon Institutional Financial Institutional
s Money lenders " s Co-operative Bank
+ Businessmen = . Primary Cooperative Societies
# Relatives and others = Land development banks
» Commercial banks
= Regional Rural Banks

+ NABARD and others

Mon-institutional Financial Institutions b

Even today, money lenders advancing loan to the villages is the
most famous source of advancing loans. Itis easier to acquire loan from
money lenders. These money lenders and businessmen advance loan
to villagers for production and consumptioh related activities.
Advancing of loan is based on the morigage of land, jewellery and
costly items. Al the time of failure of repayment of loan, these things are
sold for payment of loan. Rate of interest charged for loan on the
mortgage basis is always higher than government rate of interest. In the
absence of timely payment of loan, repayment becomes difficult.
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Easy availability of loan for villagers is also possible from
farmers, relatives and others with and without interest. Non-financial
institutions contribute 48% of the total loan given to rural sectors. This
can be explained with the help of a pie-chart. 1
Avorage statistice of source of credit (2003) of rural fam|lles of india

T, B Ptk
Frmgs, ™R
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Sources of Institutional Finance: "

These arethe sourcesof institutional finance:
1. Cﬁ-opqmtiva Bank:

In our state, there is a three-tier co-operative credit system by
co-operative bank:

a.  Primary cooperative credit committee in villages.

b.  Ceniral cooperative bank at district level

C. State cooperative bank al state level

in Eliha[. short term, medium term and long term credit is
provided to farmer through the medium of cooperative banks. There

are 25 central cooperative banks at district level but the Bihar State
Cooperative Bank functions at state level.

2 Primary Cooperative Societies:

These are established o meet the requirement of short term
loan for agricultural sector. At least ten persons of a village or a place
can form a primary credit society. These socielies are known as
primary agricultural cooperative societies PACS. These societies
advance |oan for short period i.e. for one year. Bul in a special
situation, this period can be extended to three year, According to the
10" Five Year Plan in Bihar, 6845 primary cooperative agricultural
credit societies are functioning.

3. Land Development Bank:Land mortgage bank which used to
advance long term loan to farmer in state is today known as Land
Development Bank. This bank advances long term loan to the farmer
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for stable development and improvement of mortgage of land. Land
Development Bank advances loan for state improvement in
agriculture repayment of old loan, construction of houses and for
purchasing tractor, power tiller and pumping set for the period of 15 or
20 years. Primary unit is known as cooperative agriculture and rural
development bank. Bihar state Land Development Bank functions at
state level, which is also known as state cooperative Agriculture and
Rural Development Bank.

i, Commercial Bank :

After the public control of the banks policy in 1968 and
Nationalisation of bank in 1969, commercial banks started advancing
larger guantity of loan to farmers in the country. Total number of banks
and its branches have increased in Bihar and their contribution to the
agricultural sector through credit or loan is explained below as
follows:

Agricultural Credit in Bihar by Commarcial Bank

e [ o | EFaTh

1% 7.30

T | 181.00

ek | 242.00
' 2001 00

Source : Reserve Bank of India and State Focus paperof Bihar 2002-03

Although farmers are provided the credit facility by commercial
banks in the state, but is not sufficient according to the need. In 2000-
01, only 44% of estimated agricultural credit was advanced. There is
requirement of more than 700 crores of agricultural credit, while
availability was 548 crores only.
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1, Regional Rural Bank:

In 1975, Regional Rural bank was established to meet the need of
small and regional farmers, artisans and people of weaker classes. The
regional rural bank in Bihar was established in the same year. Now 196
regional rural banks are functioning today in the country.

Brief account of credit sanctioned by Regional Rural Banks in Bihar in
the past few years is mentioned below:

Available Credit in the state by Reglonal Rural Banks

| Year Rupees
March, 1992 43276
March, 2001 107940

Source: Report for improvament in Regional Rural Bank Rule, 1976, Gowt. of
India, Finance Department, June, 2002,

Itis clear from the above table, that the amount advanced as loan
by regional rural banks in the state has increased. Even then they are
unsuccessful in meeting the needs of small and marginal famers.

NABARD

National Agriculture and Rural Development Bank is the top most
institution for refinancing of agricultural and rural development of the
country. This bank provides finance to government institutions,
commercial banks and regional rural banks for agricultural and rural
development and they provide loan facility to farmers. In Bihar
NABARD provided refinancing facility of 539.27 crores between 1998~
99 and 200-01. Out of which 172.30 crores in 1998-99, 175.90 crores in
999-2000 and 191.07 crores in 2000-01 were provided.
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Besides, this, in Bihar, government provides credit"facility in
special_situation for example, after some natural disasters like earth
quﬂco, flood, famine ete. And credit facility is being provided to people
of small poor villages on small scale, which is enhancing rapidly.

Functions of Commercial Banks:

Commercial banks are primary banks in our country. They'are an
integral part of economy. Whenever the term 'bank'is used without any
objective, it conhotes to- the tbmmercial banks because of its
importance.- Infact, commercial \banks -serve “the' society’ through
performing various activities.

These are the main functions of Commercial Banks.
L Accepting Deposits:

Thé main function of commercial bank is to accept money in the
form of deposit from the
customers. . Majority .of the
people or institutions Function of Commercial Banks
generally save a part of their
saving and deposit their
savings to eaminterestandto | 2. Providing Loans
save it from theft ' These et
deposits are ‘very important | 3. General Uitility Functions
for. baviks ' because »they: (ybevy
provide the: ibasis- for |  ~ocyrunctions
advancing loans and eam a
sufficient part of income as
profit.

1. Accepting Deposits
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Commercial banks accept fourtypes of deposits

L Fixed Deposits :

In this type.of deposits, mowey is depositeddosa fixed period for
of money is generally not accepted. These are known as time deposits.
Banks extend attractive rate for interest on the money deposited for a
fixed period.

ii. CurrentDeposits:

_.ula-this type of deposit, | Type of deposits accepted by
a person deposits and | Commercial Banks
withdraws money according 1. Fixed Deposits
to his desire.
2. CurrentDeposits

li. SavingDeposits: 3, Saving Deposits

in this type of deposit, | 4. Recurring Deposits
@ persen-can depesit money

anytime but the right to

withdraw money is limited, and withdrawal is also not possible for more
than a fixed amount. The cheque facility is promoted for this type of
deposits.

iv. Recurring Deposits:
In this type of deposits, commercial banks accept a fixed amount

per month in the form of deposits for a fiked period of 60 or 72 menths
and give a fixed amount also. There is cumulative time deposits also.

2 Our Economy :: B4
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] Collactinng & inans inforr

Because of their awareness of economic situation, banks collects
business information and statistics and hence advice their customers
on financial matter.

4. AgencyFunction:

Today, commercial banks serve as an agent to its customers.
Under agency function (a) Collection of cheque, bills and drafts,(b)
Collection and distribution of interest and profit (c) Collection and
repayment of loans, instalment of loans and insurance premium (d)
Exchange of securities and (e)Transfer of funds through draft and post
etc. acfivities are performed.

Co-operation and its Role in the Development of State

Co-operation:

During the last century, co-operation was started for the
uplifiment of poor and weaker sections of the society. The meaning of
the word 'co-operation’ is 'to work together'. But in economics, this word
has a wider meaning, 'Co-operation is an organization through which
two or more than two persons- according to their wishes, try to meet
economic interest on the general level. Thus co-operation is economic
system in which people work together for the fulfillment of any
economic objective. The principle of co-operation explains that poor
and powerless people, by working together, can get all physical
advantages and happiness through trading partnership which rich and
wealthy persons usually get, and they can be developed morally,
Achievement of high development and more prosperity can be
expected on the basis of cooperation in which efficient agriculture and
prosperous life is possible. Lastly, its principle is "All for each and each
forall."
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Important Elements:

There are three basic principles of Co-operation. Firstly, the
membership of the organization is optional. People generally become
members of their organization according to their desire. There is no
external pressure or binding on them. Secaondly, its management and
conduction is democratic. There is no discrimination among the
members because of capital, states or any other basis. All are treated
equally and all avail the same rights and opportunities. Thirdly, it
includes moral and social elements in economic objectives. It functions
not only for earning profit but also in the interest of its members from
moral and social aspect also. Its objective is not to be rich by exploiting
others but to enhance profit and economic prosperity of people and
groups of people through self-help and mutual co-operation.
importance of Co-operation in India:

At the beginning of the last century, the emphasis was given on
the establishment of co-operalive societies for the poor and weaker
sections of people and to make them available loans at cheaper rate of
interest. For the first time in 1904, Co-operalive credit society was
enacted according to which ten persons of a village or city together can
establish co-operative credit society. In 1212, one more act was
enacted to bring about improvement in the process of working and
expansion of co-operative societies established under the act of 1904,

According to this new act provision was made for the
establishment of co-operative societies for fulfiliment of other
objectives other than loans and establishment of central organization
for taking care of primary societies. Immediately in 1914, Macllagan
Committee was appointed for evaluation of its progress and to
determine the framework of its future development. In 1919, according
to political reform, co-operation became transferred subject of
provincial government. So, its administration wenl in the lands of the
government.
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Il Providing Loans:

Another important work of commercial bank is to advance loan to
the people. After keeping certain percentage of deposits accepled by
customers as there serve fund, rest of the money is lent out to the other
people by bank. These banks advance loan for productive activities on
the basis of security. The amount of loan is less than the value of
security given by customers. Diffarent types of loans are advanced by
commarcial banks.

ii Loansatcallandshortnotices:

These types of loans are for short period i.e. from one day fo one
week, and which is repaid on demand. Thus money making institutions
generally demand this type of

ioal, Different types of loans provided by
ii. Cash Credit: commerclal banks

i. Loansatcall and short notice.
Under this, credit banks | ji. Casheredits

advance loan on the basis of | {ii. Overdraft .
bonds, trading goods or | iv. Discountingof Billofexchange
securities. v. Loansand advances
lil. Overdraft:

When commercial banks give permission to withdraw more than
the deposited money 1o its customers, then it is known as overdraft
facility.

iv. Discounting of Bill of Exchange:

In this type of loan, banks make payment of loans after making
some discount to loanee. Generally, discounting rate is same as rate of
interest.

v, Loans and Advances:

When loan is advanced for pre-determined period, then it is known as
loan or advance. Bank charges high rate of interest and accepts
security for the type of loan.
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l.  General Utllity Functions:

* Commercial’ banks ‘perform many uthar functions whu:h are
knowrias general utfity functions. d

| lswe!nrﬁChequeandmiawahttarafcradrl I o

These banks issue traveler's cheque and letter of credit also,
through which businessmen can buy things easily from foreign
countries. By issuing letters of credit, modemn banks help in exchange
of goods and services.

i Lockerfacilities

Banks also provide
locker facilities to its | Other services provided to customers
customers.in which people | bycommercial banks:
keep their gold and silver _ A
jewellery and importapt | -  Travelers cheque and letters of
documents safely. Ms yearly credit

rentis very low. i. Lockerfacilities
lil. ATM and Credit Card
Facilities: e v

Nuwadaysr banks= v, CUHEE'JHE husi!.'IEES Infnm'l'aﬁﬂﬂ
provide facility of withdrawal and statistics
of money throughout twenty
four hours to their account
holders with ATM service. Becauses of credit card facility, customers can

make payment of fixed amount within and outside couniry en the
purchase.
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Grealt economic depression
of 1929 stopped its development. | €o-operative Banks
But in 1935, RBI was established | 1. Primary
in India. Under it one agricultural { 2 Co-operative Societies
credit department was| 3. StateCo-operative banks
established, which functions for| 4. CentralCo-operativebanks
advancing economic help for
agricultural development and giving Important suggestions. Co-
operative banks meet the financial requirement of co-operative
societies, which function at three steps which is shown in the box.

It's Role in Development of State

Bihar is a backward state of India. Before division of Bihar, its
economic resources were enormous. But after the division, all these
resources went out of today's Bihar. That part of the land whare natural
resources were mostly concentrated, after the division of state wentto
Jharkhand. As consequence in the rest part of Bihar, the agricultural
land is the only resource. 80% of the population of Bihar depend on
agriculture. Here agriculture also depends on monsoon. Generally
investment in agricullure is considered as gamble. Because agricullure
is the main basis of livelihood of Bihari people, so even in economic
deprivation farmers and labourers of Bihar are forced to spend on
agriculture,

Especially in Bihar, paddy harvesting, fragrance stick production,
bidi production, shoes and brick construction etc. are important
employment opportunities which are run with the help of cooperation.
For this cooperative bank loans are made available at the state level.
Because of these cooperative banks, employment is increasing to a
large extent at village level. Wherever these types of employment
opportunities exist, their effect on the people of that place is observed.
Consequently per capita income is inereasing and the living standard of
the people is alsoimproving.

Our Economy :: B9

https:/www.studiestoday.com



https://www.studiestoday.com
Self-help groups:

Its role in the development of villages, town and districts:

In the last unit we have seen that even today poor families of a
country depend mainly on non-institutional sources of loans. Non-
availability of banking facility in some of the villages of India is one of the
reasons for this. On the other hand, sources of non-institutional for
example money lenders and businessmen become ready to advance
the loans without any security because of their personal acquaintances
on individual level. But, they charge high rate of interest. They dont
even complete the written statement and exploit the poorand weak.

" In recent years, they started using new techniques for giving
loans to poor. Out of these, one is based on the organization of small
seif-help group of poor, specially, women and collection of saving
capital.

Self-help group is an optional and institutional association of the
people, who are equal on social and economic level, This is operated
by rules, and functions effortlessly for mutual co-operation and
development. This is helpful in satisfying basic needs of the life and
helps in controlling their life in a better way,
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This can be understood with the help of the figure 4.1

Fig. 4.1 : Self help group

Historical Background

For the first time in India, in the last century of 1980, some of the
self-help organization starled organizing the people of rural sector for
the conduction of income-related aclivities. Because of the initiative
and special interest taken by NABARD (Nationa! Bank for Agriculture
and Rural Development) in the early century of 1990 self-help groups
spread all over the country. Now, all government and non-government
banks and social and economic organizations have started
encouraging its development by accepting its importance. Self-help
group is the new ray of hope for giving belief to the families from
poverty, who were suffering from the bites of poverty from generation to
generation. '

JUTr £C 1
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Introduction:

One self-help group includes 15 to 20 members of the
neighbourhood, who mest together daily and save. Per capita saving
varies from Rs. 25 to 100 or more. This depends on the capacity of

saving of the family. This group charges interest for loan but this is less
than charged by businessmen,

After saving for a year or two continuously the group becomes
ready for loan. Loan is advanced in the name of group for the creation of
self employment opportunities for its members. For example, members
are provided shorl term loan for release of the land form mortgage for
need of working capital (for purchase of seed, fertilizers, bamboo and
clothes), construction of houses and buying of sewing machine,
handloom, animals etc.

All the important decisions regarding saving and loan activities
are generally taken by members of the group. It makes decision
regarding loan and its objective, its amount, interest rate and the time of
repayment etc. the responsibility of the group is the repayment of loan.
If any member does not returmn the loan, the other members take it
seriously, This is the reason banks become ready to advance loan,
when they organize themselves in self-help groups, although they do
not have basis of loan.

Thus we see that self-help Seif-Help Group and Microfinance
group helps the people in getting | pianning : Micro-finance planning
loan without any security. They are | i o oianning, through which poor
in a position to get the loan at a people from villages, kasba and

reasonable rate of interest of their | yicricy are attached with Self Help
different needs from time to time, Group and provided loan. In this

Above all, it helps in organizing the plan, loans are given at micro
poor of rural sector of different | .
districts, villages and localities. It
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not only helps women in becoming economically independent but
people get a (common) general state due to the regular meetings of the
people of the group. This is the common place where they can discuss
between themselves, about the social maiters, such as, health,
nutrition and domestic violence etc.

Self Help Group:

Self-help group can be understood with the help of a story.
Nawada is a very backward district of Bihar. Gobindpur is a block
of this distraction, whose natural surroundings are very
beautiful. There is a mountain's river in the village known as
Salari river. Darshan is a small village besides this river. Soil
erosion in this village Is continuously increasing because of the
flood. The main occupation of the people of this village is
agricultural labour. Besides agriculture, people move here and
there for earning in the off season. Twenty women of this village
made a group. After making a group, these women

the block and got a loan of Rs. 15,000/~ from Punjab National
Bank and logether they started making baskets. This industry
started with the help of the group. At the beginning profit was Rs.
6,000/- from this basket-making industry. All women opened
their account in the bank separately and distributed this amount
equally amongst them and deposited Rs. 300/- as income per
women in their account. Now these women by self employment
through self-heip group started improving their economic
situation. Today, Himgmhmaﬁanﬂarm-hﬂpgmupln this
block and also the most popular at block level,

This story can be understand with the fig. 4.2
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Fig. 4.2: Baaket making woman working together in tha self-halp group

In the above figure 4.2 women making basket through self-help
group is shown.

SUMMARY

+  Financial Institutions meet the requirement of credit or loan.
These financial institulions are established and regulated by
government or semi-government financial institution.

»  Financial Institution — Those institutions which fulfill the financial
need of industry and business for economic development are
known as financial institutions.
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Types of Financial Institutions — They are of two types
(1) National Level, and (2) State Level Financial Institutions,

National Financial Instifutions: Institutions that direct and
determine financial and credit policies of the country and
_implement activities related to financlal management at National
‘level are known as financial institutions.

It has two important parts (a) Indian Money Market (b) Indian
Capital Market. Indian Money Market makes arrangement and
management of short term and medium term finance. Indian
capital market makes arrangement and management of long term
' finance.

Indian money market is divided into organized and unorganized
sectors and Indian Capital Market is divided into securities market
and industrial market, development financial institutions and non-
banking finance companies.

State level Financial Institutions : It has two important parts (a)
Non-Institutional and (b) Institutional Financial source

Commercial Bank: It performs four important functions: (a)
Accepts deposits (b) Provides loan (c) General utility related
functions (d) Agency function.

Co-operation: Co-operation is an organization where people work
together according to their desire for the fulfiment of general
economic objectives,

Self-help group: This is a group of 15 to 20 persons in the rural
sector who borrow loan from banks to meet family needs and
contribute towards the development of village.
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Oblective Questions:

L Ghnunﬂ'lt correct option:
The most popular source of non-institutional financeis —

{a) Mational banks (b) MoneyLenders
{c) Traders (d) Co-operativeBanks
2. Which of the following is the source of institutional finance?
(&) Businessmen b) Relatives
(c) Commercial Bank )Money lenders

3. Which is the Central Bank of India?
(a)Reserve Bank of India (b) State Bank of India '
(c)Regional Rural Bank (d) Punjab National Bank

4. Whatis the number of Central Co-operative Bank functioning

in the state?
(a) 50 (b)35
(c) 75 {d) 25
5. Whn:hlnstmjtian pmutaﬁlnngterrnhnanﬂ?
} iandm
!h Land Development
c) Pri'narragﬂwﬂumi mﬂm {d}Hm‘teﬂfﬂmaMﬂ&
6. Which is the financial capital of India?
(a)Mumbai (b) Delhi
(c) Pstna (d) Bangalore -
7. When did co-operation become the transfermed subject of
ancial 2
a) 1929 gix Eb 1819,
Eﬂ;'lﬂ"lﬂ d)1914
8. Today, the number of functioning regional rural banks Is:
(a) 190 (b)192 .
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Fill in the blanks:
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When was commercial bank nationalized?
}a} 1966 (b) 1880
c) 1969 (d) 1975

institutions meet the need of creditor loan.

Businessmen provide percent of loan in rural
sector.

Primary ak?;incullural credit society provides farmers

Reserve Bank of India was established in

Financial institution of any country is considered

Total number of members in the self group is J
Saving and loan related rights decision in SHG is taken by

Commercial banks accept
Indian capital market provides

type of deposits.

10. Micro finance scheme provides credit or loan facility on

scale,

Short Answer Questions: (Answer in about 20 words)

1.

B W N

What do you mean by financial institution?
in how many parts are financial institution divided?
Why do farmers need credit orloan?

What are the different types of deposits accepled by
commercial banks? Explain in brief.

5. Whatdoyoumean by co-operation?
6. What is self-help group?
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When was co-operation started? Explain in brief.

Define Micro financing scheme.

V. LongAnswer Questions : (Answer in about 100 words)

1.

2.

3;
4.

5,

What is National financial institution? In how many parts is it
divided? Explain.

Explain the functions of state level financial institutional
SOUrCces,

Discuss the main functions of commercial banks.

What are the important elements of co-operation. Explain its
role in development.

What type of role do women play in the self-help group?
Explain.

V. Project! Activity

On the basis of the questionnaire given below, find out, by
investigating banks of the neighbour-hood as to which group
required what amount of loan. Whether the loan was made
available to them or not, if the loan was made available to them,
what were the loan amount and the loan was made available in
how many days. If not, then discuss its causes. Indicate the
following four points in project activity.

-
2.
3.
4,

Name of the bank.

Background of loan applicant.

The amount of loan demanded.

The period of making possible the availability of loan.

Answer of objective questions

L (1)b

(2)c (3)a (4)d (S)b (6)a ()b (8B)d (9)c

. (1)financial (2)30% (3)shortterm (4) 1935 (5) backbone
(6)15-20 (7)Members of group (8) Four (9)Long term (10)small

T Qo=
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Employment and Services

Employment is very important in service sector. By employment we
mean all human resources that are engaged in such activities which increase
productivity and minimum necessities like food, clothing and shelter can be
made available to the general mass, The government of every country of the
world tried to make work available to human resources on the basis of their
capability. Those people who are capable of working but are without work
with reasonable wages are known as unemployed, Those people who do not
want to work according to their desire, are not unemployed, Or if the work is
not available at reasonable wages for the capable people, then it is known as
unemployment. During the process of planned development service sector
has improved substantially, because of which, unemployment has decreased.
In service sector employment is made available on the basis of physical
labour, capability and ability. In India agriculture is major source of
employment and along with this industry, business, health, transport etc. are
other sectors which provide different types of services to the people.

Employment and Services:

"Employment and services relate to all those facts, which help in earning of
maoney on the basis of labour and education for their livelihood. Accumulated
maney invested in productive sector in the form of capital, gives birth to
services sector. 50, employment and services are both complementary to
each other. Increase in employment leads to expansion in service sector.
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Sectors for Economic Development:

Increase in economic activiies and expansion leads to
employment and services, This is always said that service sector
expands with the development of country because of economic
progress. As a consequence, new opportunities for employment start
increasing. :

There are three sectors of Economic Development :

a.  Agricultural sector

b.  Industrial sectorand

c.  Service sector,

a.  Agricultural sector:

Sectors for Econmomic

India Is primarily an agricultural :' mms_uw:@um

country. 67% of the total population | _ ¢, icecactor
depend on agriculture. Because of 3 d
excessive burden of population,
agriculture employment opportunities are lagging behind. As a
consequence disguised unemployment and other types of
unemployment are found in agriculture. With the increase in the
population the burden of coming
generation increases on the same
piece of land, which causes decreasing
productivity per person,

b Industrial sector ;

Another sector for employment is
‘industrial sector.’ This sector also
provides employment. Because of
increase in the rate of industrial
development employment increases in
industrial sector.
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c. Service Sector:

Because of economic liberaralisation and globalisation there is
remarkable progress seen in service sector. Service seclor is a more
wider field in which employment is made available for the human
resources on a large scale. Service sector contributes 50% of the gross
domestic product at present time. According to economic survey 2006-
07 and central budget 2007-08, service sector contributes 68.60%.
According to 2006-07, agriculture contributes only 18.5 percent , gross
domestic produces contribution of industry and service sector
increases to 26.4% and 55.1% respectively.

These data exhibit the increasing development of our country.
Role of Service Sector;

In comparison to developed countries of the world,
underdeveloped and developing countries are having more poor
unemployed. It is always said that two-third of the world population are
poor and suffering from poverty. There is overpopulation in
underdeveloped and developing countries and there is scarcity of
resources or production because of which they are facing
unemployment problem. More employment opportunities can be made
available with the growth of service sectar. For the development of
sarvice sector, it requires to educate people. Efficient human capital of
any country accelerates the rate of their growth of the country.
Developed human capital gives birth to strong labour power which
helps them in getting employment, and people start working in the
interest or state giving up their inferiority complex and results in state of
development.

It will not be out of context to mention that skilled human
resources of India do not play as important role in the expansion of
services sector in USAand Canada. In India also ,the available human
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resources cah accelerate Economic opment if high
level productive sectors are made working. It Is also said that Indian
human resources is counted among best human resources” of the
world.

Bihar is the backward state of the country which has been the
centre for poverty and unemployment for many years. The other states
of the country like Orissa, Madhya Pradesh and Uttar Pradesh are the
states where development has not been taking place at a faster pace.
During the last few years aconomic progress is observed in Bihar. For
example, expansion of roads and health services,

Flood and farming of past days gave -a serious joll o the
developing activities of Bihar, despite the expansion of services like
telecommunication, transportation, health, education, beauty pariour
and self employment. Service sector of Bihar has experienced
sufficient expansion. Role of service sector cannot be ignored at state
level. Many people are influenced by the impact positively at
government or non-government level both.

Division of Sarvice Sactor:

Service sector is divided into two parts:
a. Government services b. Non-| GoviServiceSector:
govemment services Military Services

- Education Services
a. Governmentservices: Rall Services

1
2.
3.
When people are paid for their work | 4. BusServices
5.
B.
%

in different fields by Central or State Airlines services
Government it is known as government Agriculture services
services. Some of the wider fields of Healthservices
gavernment services are police services | & En@ineeringservices
educations, health services, enginaering | > Financialservices

services, financial services, and banking ﬂ Bmhrmsm;m
services elc. Other Govt. services
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b.  Non-governmentsarvices:
When the government

regulated different programmes are | Non Govt. Service Sector- !
made available to the people| 1. Bankingservices
through non-government| 2 Telecommunication
institutions or people get benefit| 3. Trafficservices

through the creation of these| 4. Healthservices
services by themselves, then it is | 5. Self-employmentservices
known as non-government services. | 6 OtherNon-Gowt, services

Some of the examples of this

field are : Banking services, telecommunication services, transport
services, self-employment services etc., out of these services, some
services are administered at both the levels. Mainly scope of
transportation services, educational services, health services,
telecommunication services, banking services etc are so wide that

government alone is not efficient.

Story of Gobindpur Viliage :

Suresh lived In Govindpur with his parents. This village of
Nalanda district is in Bihar. Suresh |s ™ eldest among his four
brothers. Being an eldest son of his family, he is mare
responsible. Jawahar, Hira and Ashutosh are brothers of
Suresh. The main source of livelihood is shopkeeping of this
family. People get their essentials from the shop as it is in the
village. Suresh wanted to continue his studies after passing
matriculation in 2" division. Because of weak economic
condition of the family his studies discontinued. He decided to
continue his studies by providing tuition to the children in the
town. He fulfilled his desire to study by teaching others. His hard
labour helped him and he passed intermediate, To continue his
studies he came to the town. He gol admitted in
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Gaya College, Gaya. He passed in 1" division. After graduation,
he started searching for a job. Here also he got success and
became an official in financial services. The economic condition
of his family started improving. He encouraged his brothers to
continue their studies. His brothers also worked hard and got
jobs successfully - one in police services, other in
administrative services, third one in engineering services got
jobs successfully. Today his family is considered as highly
educated. Nowadays father of Suresh is looking after his
Telephone booth' along with his shopkeeping. Thus Suresh's
family joined different services. Because of the expansion of
service sector family members of Suresh got work and their
economic condition improved.

‘mportance of Service Sector:

Service sector is very important in employment generation,
services and employment are complementary to each other. These two
can be seen in the form of two paris of a balance. In other words they
are two sides of the same coin. Expansion of service sector help
increase employment opportunities. For example, a farmer produces
paddy and gets reward after working hard. When he cleans the rice and
sslis them in the polythene bag of 1 kg. at a reasonable price in the
market, he gets employment from the beginning to the end. If the farmer
wants to trade, he can trade on large scale, and provide opportunities to
more and more people. If the farmer gets technical training and
knowledge, then he can increase his income also. Two main facts are
clear from the above examples : first, a farmer opens wider
opportunities of employment, he increase productivity and improves
the quality of the product through his labour and skill, which causes the
expansion of service sector. Secondly, when quality of a commodity
improves it can be sold at a high price. The increase in quality is known
as value added.
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Role of Services in Creation of Employment:

Service sector creales employment either it is govemment or
non-government. Human wants are increasing day by day with the
increase in population, Industries are expanding in the economy to fulfil
these needs of the people. New factories are being established. The
basic necessary infrastructure is developing with these factories. There
is requirement of literate, semi-literate and Wfiterates for the
development of infrastructure. These literates, illiterates and semi-
lliterates are human capital. An effort is to be made for the development
in the education sector on large scale to strengthen human capital and
make it more efficient. Human force will be utilised in the industries on
large scale if the level of education will be strong. As a consequence,
production will increase and will be successful in satisfying more and
more human wants.

Pict. 5.1 : MNREGA

Many employment generation programmes are seen at national
level by Indian govermment, and are being implemented by state
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government. These are the following schemes which are seen by
govemment in the country for employment creation. These are different
schemes which are running and shown with their year of starting.

. Food forwork (14" Nov. 2004)

. Mational Rural Employment Programme (1980)

. Rural Youth self-employment training programme (1979)

. Rural Landless Employment guarantee programme (1983)

« Integrated Rural Development Programme (207 October 1980)
’ Jawahar Rojgar Yojna (1989)

. MNREGAetc.

. Efforts are made to solve the problem of unemployment through

the medium of above-mentioned programmes. It is estimated by the
government thal above 62% of the unemployed can be provided
employment through these schemes. Several efforts are also made to
solve the problem of upemployment in the urban areas. With the
expansion of service sector it is expected that 38% of urban
unemployment can be solved. MNREGA is considerad to be the major
scheme in the world to make available the employment opportunities in
the field of rural employment. Poor people of Bihar in rural sector are
not profited much by this because of brokers. This is the reason that
sincere efforts are being made for removal of the difficulties in the
implementation of MNREGA and providing more strong schemes for
employment creation in rural sector.

India inthe form of Service provider to the world:

Indian labour-force has sizeable contribution in the 21" century
world service sector. Earlier also Indian labour foree contributed much
towards the health and transport services of England Even today
contribution of Indian labour-force in science and information
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technology is acknowledged. Prior to this, increasing population was a
cause for a country but because of contribution of skilled labour-force
and enhancement of knowledge now it is considered as human capital,
In the perspective of changed population related analysis in
economics, it is being weighed as human capital. Today India is known
as the number one country of the world in terms of the youth, because
energized youths class has increased relatively in the whole
population. Thisis helpful in accelerating the race of development.

Liberalisation resulted in increasing the pace of development in
service sector, by creating more and more opportunities through which
all countries are benefited. From this point of view today industrially
developed countries started performing activities related with
producting and services in those countries where cheap labour force is
available. For example, most of the out "

“'“‘.’"""' goasss Sfe: praduced in When the multinational
China or Korea and Dabur companies get their related

Company of India is also |services from any outside or
establishing factories in its |foreign institution or group

; i d of own hen
GIgBGINNG COLRREY MO Tox s m ﬂﬁiﬂszﬁr: as
produce because of availability of outsoureing.
cheap labour force there. When the
multinational companies get their
related services from any outside or foreign institution or group instead
of own companies then these services are known as out-sourcing.

Al present age of liberalisation and globalisation, the whole
world has converted into a market. Because of this not only goods of a
country is available in all markets of the world but production sector of
that good is separated by each other and producing institution has
established where cheap labour is available. Because of this service
sector has expanded in the sector where cheap labour is available and
goeds are available relatively at low price.
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These policies have wider impact on the economy of India. In
India voice based business process known As BPO or call centre is
progressing at a faster rate, through which companies of developed
countries like USA and European Union usually get record keeping,
accounting, banking services, railway inquiry, recording of music, book
transcription, medical transcription, educations and research related
services from small companies or institutions of India. The system or
working of call centre is shown in the picture 5.2. whereby setting at a
cantre production and service activities of different countries of the
worked are performed.

Ficture 5.2 Gall Cantre

It is profitable for multinational companies or government to get
these services or information on the basis of comparative analysis of
cost because in India cost of these services is comparatively cheaper.
The main reason for this is sufficient availability of efficient labour force
and low rates of wages. Cost of intelligence, efficiency, especially low
wages of labour and, cost of those services which India provides to the
foreign companies is comparatively low. This is the reason there are
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more employment opportunities in this sector. India has become a
destination in the context of out-sourcing which has become the subject
of discussion with respect to employment in other countries,

Infrastructure of service sector:

There is requirement of basic facilities at national as well as state
level for the development of service sector. These facilities are
‘backbone’ of the process of development, without which development
activity is nol possible. All round progress of a country or a state
depends basically on agriculture, industry and trade, whose
development depends on infrastructure and basic facilities. Industrial
production and employment increases in those countries where there
are more basic facilities. Service sector expands through production
and employment. Service séctor is continuously expanding in
developed countries like USA and Japan where there is more facilities
of knowledge and research. This is the reason that technically
educated people from the all countriés of the world have migrated to
these countries. The young persons, educated from centre or highest
technical education known as IIT and highest commercial education
known as |IM in India usually go to these countries for employment at
highest income. In the same way because of the increase in the use of
information technology related knowledge, information technology
educated youth go to Bangalore for the employment. .

On the other hand Bihar, Orissa, Madhya Pradesh, Rajasthan
etc. are most backward states of India, which are known as BIMARU,
There is lack of basic facilities like electricity, irrigation, transport and
communication etc. These states do nol want to be known as BIMARU
as it sounds negative. Planning Commission

also does not recommend this word for BIMARU

these states. Among these states Bihar | - Hihar

moved a step further towards economic [MA - MadhyaPradesh
: : R - Rajasthan

growth, so people avoid using the word | (e
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BIMARU. Thus, for any sector of economic development like
agriculture industry or services basic facilities are required necessarily.

The following chart will explain these services in a better way:

Basic Infrastructure
‘ |
Economic infrastructure Non-Economic Infrastructure
|
el Y R R 4 !
Finance Energy Transport  Communication

. Education  Civil senvices Health

Economic Infrastructure directly increases 'ﬁmdunllnn and
happiness of the people. This is directly related to all the sectors of
economic development. Economic infrastructure includes these—

Finance : Bamking sector, Insurance sector and other
government financial sector.

Energy : Coal, Electricity, Oil, Petroleum, Gas, Non-traditional
sources or energy and others.

Transport : Railways, Roadways, Airways, Waterways.

Communication : Post and Telegraph, Telephone,
Telecommunication, Media and Others.

Non-economic infrastructure helps in production and economic
development by indirectly increasing capability of people and
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productivity, which are as follows:

Educatlon: Informal Education Primary education, secondary
education, higher secondary education, technical education and
others.

Heath: Hospital, Primary Health Centres, Nursing home and
others.

Civil Services: Civic sense, cleanliness and others.

Traditionally it is the responsibility of the government to develop
basic infrastructure irY India, but investment of the government was not
sufficient. This is the reason that after 1991 private sectors started
playing an important role during the phase of economic reforms by
participating itself and jointly with government in the development of
basic infrastructure. Because of joint paricipation in investment in
basic infrastructure, condition has improved a lot. But there is lack of
basic infrastructure in India inspite of high technical progress of the
world. Specially, there is also developed basic infrastructure in
relatively backward states from economic point of view,

Role of Education in Service Sector:

Economic development is not possible only by expanding
production of goods and services. For this, human development and
human capital formation is essential. Human capital is more important
than physical capital. Productivity of the country can be increased by
increasing efficiency through education, training, and health facilities.
Income is only an alternative, or income is means to an end and end is
human development. Human capital formation is directly possible with
education and health. Physical capital is tangible while human capital is
intangible. Economic development is only imaginary without human
capital formation.

Thus, special attention should be given to the Chief components
of human capital formation. Its chief components are food, clothes,
housing, education and health. Human capital can be strengthened
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through these components, It is essential to make it strong for the
development of service sector.

When human capital is forceful, ils importance increases.
Investment in human capital is required for the development of service
sector. Actually by investing capital in education, health, working place,
training, migration and information, human capital is empowered
because of which economic development is possible in all sectors.

Thus human capital is the stock of efficiency, ability, education
and knowledge at a particular period of time. This is the stock of all
types of professional and efficient persons who are involved in
productive activities.

Thus, human capital formation is the process of increasing the
member of efficient and qualified experienced persons. Good human
capital; for example; Scientist, Doctor, Engineer, able administrator,
Social servant, Psychologist, Teacher and Academician elc. produce
human capital, This means that with human resources, more human
capital investment in human capital is required. Maximum economic
development of a country or state requires high level investmenl in
human capital.

We have to think seriously, emperorand make stronger human
resources. |f the three primary necessities -food, clothing and shelter
are provided to the whole of population by working hard, half of the
problem is solved. There is need to provide attention to the health of
population for making them stronger. In this context, it is always said,
“Healthy mind lives in Health body.” These four elements altegether
affect the people, they can be enriched through the medium of
education; it is an able indicator of economic development and this
indicator contributes in capital formation, which will facilitate economic
development whole wide.

Efficient human capital gives birth to different sectors of
employment. Today India is counted among the best countries of the
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world in the context of Information technology. Indian engineers are
intelligent and efficient, as a consequence there is more inflow of
foreign capital within the country and employment opportunities are
created in this sector. Bangalore, Pune, Mumbai, Hyderabad, Delhi etc.
are centres of Information and Technology, where thousands of the
people get employment every year.

Impact of economic slow-dowr o sorsi

Economic development is a continuous process of any country
or a state. With the passage of time the process of development
increases. Disappearance of old things from the economy is its
indication. With the change in time demand of a person changes.
Person falls prey to fashion. After 1991 in India after globalisation
massive change was observed. Liberalisation of industrial policy
increased competition among the trading countries. People easily
started getting services from foreign goods. People got the opportunity
for making qualitative companion of the goods on the basis of their
prices.

Sectors of economic development started getting benefit from
globalisation, liberalisation and privatisation. Now people got the idea
to look out for jobs in other countries. Although there is one group of
economic thinkers which has the view that life of the commeon people
has become difficult due to globalisation, privatisation, and
liberalisation and rich persons and countries started dominating the
economy. There is a strong point in this crisis that role of trade union has
become negligible in labour market because of globalisation and
liberalisation, and common pecple remain silent spectator. The mind-
set of this group of people is changing slowly and thye have started
acknowledging the advantages of these policies.
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Sclentists of Indian origin got the opportunities to work In
developed countries like USA, Switzerland, France, Russia, Japan,
China etc. It was not possible increasing the number of scientists of
technical sector in the developing country like India because of less
availability of basic infrastructure in comparison to developed
countries,

Service sector has affected by present recession. Demand of
consumers has increased but producers are nol gefting reasonable
price. Producers are getting income less than its cost price. This is the
reason that technical scientists are retrenched in developed nations
and exempted from employment. It affected those scientists of India
also, who were working in other countries. Producers were forced to
step their productions. Because of enormous loss incidents like suicide
started increasing in developed nations. Many financial institutions in
America slopped their services. Thus developed countries were
adversely affected by present recession or slowdown.

Its impact on India was not enormous because of strong capital
market existing here. Engineers are involved in outsourcing here .Even
new Information technology service sector of India is very strong and
engineers of India are ranked higher in the whole world. Present
recession slowdown has less impact on India even though there is
weak basic infrastructure. Information technology of city like Bangalore
in India is counted among the premier category information technology
ofthe worid.

This recession has also less impact on Bihar, Engineers of our
state employed in the recession affected nations were thrown out of
employment. As a consequence there was requirement of new jobs.
The case from these countries coming to our state was reduced.

Thus most paris of the world was adversely affected by the
present recession, Because of being an agricultural country, there was
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not much negative impact of the recession in India. There is the
necessity of strengthening agriculture and agro-based industries in
Bihar. We have seen thal India was less adversely affected by the
present recession in the comparison to developed countries. It is
expected that in 21" century India will be counted among the developed
countries by reaching ™ highest level because of strong Indian capital
market, high level efficiency of human labour, and major labour force.

There are many possibilities of development of service sector in
India and especially in Bihar in coming years. There will be more aging
persans in comparison o youth in whole of America including China
and countries of Europe, where as India will be the country of youths,
and outsourcing of efficient warkers will take place in the whole world.

Summary

. Employment and services are complementary to each other.
Provision for employment and services is possible through of
economic development. There are three sectors of economic
development (a) Agricultural sector (b) Industrial sector (c)
Service seclor

. ‘Service sector’ is the third seclor of economic development.
Service sector contributes 55.1% of the gross domestic product
while agriculture and industry contribute 44 9%. .
‘Service sector' developed because of the uncertainty in
agriculture and industry.

. Main service sector:

a. Governmentservice sector

b.  Non-govemnment service sector

a. Government service seclor: Police service, education,
health services, engineering services, financial services,
banking services, telecommunication, railways, alrways, bus
services, agriculture services and others.
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(b) Neon-government servige sector ! Telecommunication,
Banking services, transport services, health services, mall, self-
employment services and others.
Some of the services both in government and non-government
are the services developed with the help of government and private
sector. For example ftransport services, tele-communication
services, banking services, health services etc.
Importance of service sector: Employment and services are the
two sides of the balance.
Role of sarvices in employment section: Service sector either
government or non-government, create employment in both the
situations. In government sector employment is generated through
the following services food for work-2004, National Rural
Employment Programme-1980, Rural landless employment
guarantee programme- 1983, Rural Youth self-employment training
programme-1980, Integrated rural development programme-1980,
Jawahar Rojgar Yojana, Self-help group, MNREGA etc.
india as a service provider to the world:
Out-sourcing: When multinational companies or other companies
get regular services from outside or foreign services or institution or
group instead of own companies is known as out-sourcing.
Basic-information or service sector : (a) Economic (b) Non-
aconomic
a. Econemlic : Finance, energy, transportation and
communication,
b. Non-Economic :Education, Civic services and Health
Main components of human capital: Food, clothing, housing, health
and education.
Impact of present slowdown on service sector: More adverse
impact on developed countries, while less on India.
Bihar stale is adversely less affected in comparison to other states.
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Questions

r.”'::]-](..tn*.- JUESLIONS:

I_,_ Choosa curret:t Eltemathm

-

Which is the third aucturofmricdavnlnprrmt‘?

i
a. Agriculture sector b. Science sector
c. Education Sector d. Service sector
2. How many companents of human capital are there?
L i .4
i c. 3’ ' ' “d. B
3. Which of the following is not a BIMARLU stats?
a. Bihar b. Madhya Pradesh
c. Kamataka d. Orissa
4. Which of the following is a non-government service secior?
a. Police services b. Finance services
c. Mall services d.’ Railway services
8. Whal are thﬁr sources of energy‘?
a. Coal v ; b. Petroleum
c. Electricity d. Allofthe above
Short Answer Question:
1. Whatis out-sourcing?
2. Write five services of Information technology.
3. Whatis government services?
4. What is non-govemment services?
5. What is basic infrastructure facilities?
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6. What is the relation between "employment’ and service'?
7. Whatis the importance of economic infrastructure?
8. Explainthe impact of slowdown or recession on India.
9. Whatis theimpact of globalisation on service sector?

Liong Anawer Giestiens:

Answerto
L 1(d)y

1. Write a brief note on service sector.

2. Explain with example that India is known as service provider to
theworld. - o

3. mmmmlnmmmmmmmmamwlm v

sector? Explain.

4. How does nanagwernn'lant msﬂh.mum help in developing
sa@gasq&tor?&phhuithammplm

5. What was the impact of present economic slowdown or
_recesslon on service sectorin India? Discuss.

oy s 2 TR S

—d NN
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Consumer Awareness and Protection

'Consumer' is an important component of market system. When a
person purchases goods and services for his use, he is known as consumer. A
person is also a consumer who uses goods and services by the permission of
buyers.

The consumer is very important in the business world. Mahatma
Gandhi had accepted the importance of consumers very early and expressed
his views on consumer awareness, which is indicated even today at banks and
other institutions.

"Consumer is the most important person who visits our shop. He is
not dEpendent on us, but we are dependent on him."

The consumer is highly placed in the market system, There will be no
demand for produced goods without the consumers. The whole’ actjulw of
production is regulated by consumer. It is important to remember here that
we have participatory role in market both as producer and consumer. As a
producer we first produce goods and services and then we satisfy our wants
with these goods and services according to our need. Consumess play an
important role in market system because the whole process of productive
activity depénds on them, _,.-

Producer and consumer both play their seperate roles in the market
system, At present consumers are aware of the price-determination and
quality of goods, which is known as “Consumer Awareness.”
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CONSUMER AWARMNESS :

All people are surrounded by different wants
from birth till death, and for meeting these wants
they buy different goods and services.

S0, a person is a consumer in one form or
other A 'Consumer' comes in contact with different | *,
goods and services everyday, but he is exploited at |
different stages, the reason is he has no knowledge Picture 7.1
of his rights and lack of awareness. In today's process of globalisation,
awareness is very essential in each and every consumer. This can be known
withthe picture 7.1.

A consumer of a good has the right to have knowledge about the
quality of goods, quantity, important elements used in production of goods
and its impacts. If a consumer consumes any particular good, and the goods is
not of good quality, then the consumer can ask for compensation by filing a
complain in his neighbouring ‘consumer centre.”

This can be explained with a story which is given in this box.

Fg’

Plcture 7.2 : GuaranteeWarranty card, and
receipts are essential while purchasing goods.
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a

=|

While purchasing of poods check right weight and quantity

Story

Anil of 'Berma’ village of Saraiya block in Vaishall district of Bihar
bought mustard oil from a shop of the village on the occasion of Holi
festival. When his mother 'Yashoda' prepared pokari from this oil, it
emitted smell.. His mother complained to her son about the impurity of
the oll. Anil went to Consumer Manch in his neighbourhood with the
container of ofl, where members complained the shopkeeper for the

impurity of oil. The shopkeeper didn't listen to him. Anil submitted a
. written complain in 'Consumer Forum' on the advice of members of the
consumer manch. As a consequence, it was found that the oil was not
pure. 50, Anil got Rs. 25,000/- as a compensation from shopkeeper and

i Different measures for relief of
It is clear from this story that if a constmers:

good s not of the standard measure, =’ Toremove the impurities of
then a consumer can complain. The thegoods.
producer compensates for the loss to | * Exchangeof goods

the consumer who complains. Retumn of peid price
| = Remove weaknesses of

services
= Compensation forloss
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T*'ESE_“H'FE* the Indian | agtractive Slogans for Consumer
government tries to make us aware of JT—
the rights of consumers through the | i
- = Conscious consumer is
medium of advertisement or |
awareness, which creates awareness | piotected mnsurrner
among the consumers about their | * CONsumerAttention
rights, & Resbgnise your rights
lago Grahak Jago

It is our duty as a civilian to
As a consumer protect your

bring about awareness regarding .' ;
consumers among the uneducated rights
mass of the village. _

CONSUMER EXPLOITATION:

The condition of consumers in Indian economy is miserable, They are
always cheated by businessmen because of their motive of earning
unreasonable profit. Consumers are easy prey to exploitation because of lack
of education, impact of poverty and lack of awareness.

S RO WOrkm;:.

Pict. 7.3 : Exploited consumer
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You have always heard the people complaining that this particular
person has cheated him, the goods purchased from shop was not of good
quality, and the shopkeeper charged abnormal price etc, In picture 7.3
exploited consumer is being observed while complaining.

At present there is not a single field where consumers are not
exploited. It may be field of education, banking, medical services,
telecommunication, postal services, food items or construction activity. In all
these sectors loopholes, carelessness and black marketing are injurious to
consumers. Let us see some example:

Examples
Gas Agencies: ¥

Gas agencies do not make avallable
gas cylinders on time at the residence of
the consumers, because of this, they
become easy prey to black marketing,
and are forced to roam about gas

-agencies, and are exploited.
Educational Insthtulons:

There is mushroom growth of
unrecognised educational instituions,
where there s lack of capable teacher,
library, laboratory, furniture, playground
and standard syllabus and they charge
fees from students by misleading
advertisements and false promises.
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Doctors:

Patients are not provided with complete
knowledge of fees and payment of
receipts by doctors, while treating
patients. Consumers are exploited even
when they are not provided with the
knowledge of adverse impact of
operation.

Whines and fancies of Cable Operators:
Consumers are not provided the telecast
of all those channels, which are
determined by TRAI (Telecom
Regulatory Authority of India) and while
at the same time consumers are paying
forthe same.

=

Thus consumers are exploited in many ways, .. sometimes because
of inferior quantity of service or material, sometimes because of wrong
measuremeant, and availability of duplicate goods, black marketing of goods,
substandard advertisements and undermining of the interest of consumers.
Today there is a main problem of providing promises with products. For
example;

® One good free on the purchase of one
. Exchange the old one for new

. Gold pendent with bathing soap

] Diarond inthe packet of bra
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s Promisesofgiftorlacs [ ppc0q of consumer's explolitation |
of rupees with many goods .

for example scooter, » The problem of adulteration
refrigerator, TV., mobile ete. Consumers are exploited with
' adulterated costly items.

Have you' &wver
thought about such a « By wrong measurement

situation? There is only one Consumers are exploited by wrong
cause: for this lack of weighing of the goods

awar 'E"I'.I 8% SE'L"H man B ®' Lower qua"w m CONsUMers
consumers and lack of are exploited by providing lower
consciousness about their | quality goods in place of good
rights. It [5 essential for quality products by mischief.
consumers to be aware and } 3

conscious of their rights. * By high price Consumes are

exploited by charging high prices

« Duplicate goods Consumers are
-exploited by duplicate goods of
good company.

Features of Aware Consumers

= |risimportantforinterested students to know about the institutions

recognised by state government, and UGC before taking admission:
s Signthe credit card at specified place Immediately after recelving it.
* Purchase licenced medicines before the date of their expiry from

sellers,

Always be sure that you are getting right quantity of petrol.

Know aboutthe last date of gas cylinder

Always observe and examine |51, Agmark and Hallmark goods

Our Economyy :: 154

https://www.studiestodayldehtolutions

Eampovriing “Terkosdgioy



https://www.studiestoday.cont*™ "¢

CONSUMER PROTECTION AND GOVERNMENT

There are many goods and services available before consumers. Again,
it Is must to make it clear that the customer of goods and services who
consume them is known as consumer. There are many alternatives available
in the market for the customer (consumer) to make choice among them
accordingly, but if alternative information regarding goods and services is not
available, he is unable to make right choice. So, it is an important
responsibility of the government to make available the appropriate
informations in the right form for providing protection to consumers.

Government has enacted many 'consumer acts' from time to time in
the interest of the consumers. At present government is making right effort in
the direction of making consumers aware through various mediums, so that
they can understand their rights and can get the solution of their complains.
Inthis direction an important step taken by the government is the “"Consumer
Protection Act of 1986." After making a thorough analysis of system and
popular '‘Consumer Protection Act' implemented in developed countries like
USA, Great Britain, Newzealand, Australia etc. Indian government has
adopted this act.

This act gives emphasis on rights, protection and prosperity of
consumers, which is the fundamental rights of the consumers. Now, we will
discuss the provisions of this act in brief.

Eansurmer Protectian Act 1886

Consumer Protection Act 1986 is an important act enacted by Indian
government for protection and security of consumers, which provides the
right to protection to the consumers regarding the goods that are sold in the
market.

Qur Econony := 155

https://www.studiestodayhdiaiolutions

rarparariing “Jerkoadrging



https://www.studiestoday.com__

This Consumer
Protection Act includes all
goods, services and
people either they belong
to private sector or public
sector. Under this act
consumers have the riﬁht

to know about the quality; |
ability, |

measurement,
purity, standard and price
of any pood or service.

Besides this, consumers’

have the right to examine
the good or service, which

s 'Consumer Protection AcCt empowers
you:
= You can log on to the computer to know
the consumer forum in your
neighbourhood ncdre.nic.in
+ ‘Website of consumer organisation is
www.cuts.international.org
» This website publishes various items for |
CONsUMmer awarensss i
s Consumer can acquire knowledge
regarding consumer protection free of
cost from any telephone or mobile.
National consumer Toll free Helpline No.
1800-11-4000 (BSNL, MTNLline)

they are getting, so that it is not dangerous to them and they can save

themselves.

Alveays abserve BIS Hallmark on gold fewallery,

Hallmark indicates that jewellery has been verified
independantly, which determinesits purity.

A

Only purchase 15 marked products. 51 mark always
provides security agalnst duplicate and sub-standard
products,

About 1500 products are indicated with 151, which are
basically thase goods which are injurious to health
and this mark provides security to consumers,

It includes products fike LPG cylinders, electrical
equipments, security helmet, food items, colour,
cement, food iterms of children and Bubble pum ete.

b~ ——4

—_— .
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These are some provisions | Medium of information:
of the rights of customers « Product

under the article uf| el
consumer Protection Act, | W r
which are ‘discussed ¢ Company

below: * Telephone {1800-11-4000) Toll free
1. Right to = Sources of public communication [TV,
Protection: The primary . Mewspaper, Hoarding, Billboard)

right of cohsumer is right wEhgtenfpmduner
to protection. This right is
directly related to the
purchases of goods and services from the market, Consumer has the right to
have the security from those goods and services which harm his body or
wealth. For example Electric iron harms because of bad electric supply or a
doctor's negligence while operating the patient may cause loss or danger to
the patient.

3 Right to information = The consumer has the right to have all
necessary information on the basis of which he can take the decision
regarding purchase of goods or services, For example price on the purchase
of sealed product, duration of its use, information regarding quality etc.
Wnow tha following facts regarding the seaied food ftems:

mﬂm .

Name and address of producer
‘Process of production
Expiry date -
Vegetarian / Non-vegetarian mark
Authenticstion of the colour and flavour used Inthe product
Hwhiﬂniimnhmt
 Alertness of harmful effect to health
Legai awareness Tobacco / light alternative for a bakby

@ & & & & ® & B & @
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3. Right ta shoose: 2
particular consumer has

the right to choose among |

the product of different
brands, types, quality,
form, colour and price of
different products,

4. Right to be heard;
The consumer has the
right to place all the facts

affecting his interest on l

the appropriate stage.
Consumer must associate
themselves with the
different stages to express
their views.

5. Right to seek
redressal:  This right
provides assurance to the
people that they will be

provided with)|

compensation when the
purchased good or service
is not appropriate.

e. Right to eansumer
edueatian; This right
includes price, utility, and
service related

information and facility of

Are you helpless?

s

There is a National Consumer helpline
shed by Dethi University for your help
ctioh, when the pur chased goodsand |

m are not appmmﬁle Or you are

cheated by trademarks of etailtraders.
m:rﬂnnmmmndmhunm

Asaconsumeryou have following rights:

s Rightto production

* Righttoinformation

* Righttochoose

® Righttobeheard [
* Righttoseekredressal '
s Rightto consumereducation

getting knowledge of right etc.

https://iwww.studiestodayldehtolutions
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Through which educated consumers can become strong, protected and
educated to save them from cheating and can stand for right justice. So, to be

an aware consumer, right to receive the constant education is provided to the
consumer.

'Central Consumer Protection Council' at central level and 'State
Consumer Protection Council® at state level were established to provide
security to the rights and to pratect the interest of consumers.

Duties of consumers

When a consumer purchases a good, he must ask for the receipt,
and must be careful and conscious while availing the services, about
the quality of good, brand, quantity, purity, standard, measurement of
product / date of manufacture, expiry date, guarantee/warrantee
paper, marks of guality for example 151, EGMARK, WOOLMARK,
HALLMARK {Jewellery) and any demerit from the point of view of the
price, and incompleteness of the product etc.

For the redressal of the complains of consumers under the 'Consumer
Protection Act 1986' arrangements have been made at three level

* National Commission’, at national level.
= 'Statelevel Commission’ at state level
= District Forum' at district level.

Judicial system organised by government for consumer protection:

For redressal of complains of consumers or consumer's arguments
government established three tier semi-judicial system, i.e. District Forum,

State Commission and National Commission under Consumer Protection Act,
1986,
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Three tiersemi-judicial system:

. Dristrict Forum,
il. State Commission and

. National Commission

This judicial system is very useful and practical for consumers. Consumers
receive speedy and low-price justice and save time and money. At first,
complain is lodged in 'District Forum'. If the consumer Is not satisfied then,
matter can be referre::_l_to__‘Sta‘_t_E Commission' and 'National Commission’
respectivefy. Even if he Is not'satisfied with National Commission, he can
make anappeal tos-l.lprenﬁ.-ﬁltlﬁt 30days after the order.

T s - Foar i ) i hat o

‘Consumer-complain® What, Where, How? '

The questian is mmexplain,i-hwtnmmphh Wﬁmmmhim
vmattimrnplah? SRt e

if a 'producer’ or ‘trader’ ar.ls m the defnar.l; rights :rF CONSUMErs then
consumer can lodge a complain. -

Where to Complain? Let us know itin details

If the pricing of a goed or There are 582 District Forums, 35 State
service is less than 20 | Commissions and 1 National Commissions
lakhs, then complain can | 2% wurl;ing in our country, in which 24 lakh
be lodged dn District complains have been resclved.

Forum. Again, ifthe price, ——————— —
of good or service is more
than 20lakhs, and below
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| Situation of complain

* |If a trader harm;ﬂllpmnﬂ-.mh the
use of wrong/restricted process
* Ifthe purchased goods are bad
* Goads on rent/services utilised are below
standard
. tftheplimdlargadhmnrethmﬂm .
advertised price or the price implemented
by law
If by violating the laws, goods are being sold which
are risky for fife and security.

One crore, complain is pledged in State Commission. If the price of good or
service or compensation is more than one crore, the complain can be pledged
in National Consumer
Commission.

Where to complain?
‘Ways to Complain:
Complain is pledged | Thisdepends on the cost of services of goods or
on white paper, and | demand compensation

no price is charged for
this, and it can be sent *  Ifitislessthan 20lakh In District Forum
through post or NS If it is more than 20 lakhs and less than 1
individually.  crore InState sssitin

e Ifitis more than 1 crore In National
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How ta complain?
Complain can be pledged on white |

| paper. It should include following

details: |

Names of the persons who
complain and details uf|
opposite party.

Facts related with complains |
and when ad where did it
happen.

Documents certifying the
mentioned facts |
There should be the signature
of the person, who complains |
and registered agent

Sent your complains, so that |
they can be tackled.

Economic Exploitation and its Elimination:

At present age of globalisation there are many alternative things of
consumption for consumer. They are always confused regarding the purchase
of commodities so that their wants can be fulfilled. In this situation usually
producer or trader exploit the consumers by different ways on large scale.
Now it is time to make consumers aware of their right regarding the process
of getting rid of various exploitation. In India there are many such
constitutional institutions like other countries, which are working in the
direction of elimination of economic exploitation of consumers.

Mainly, two institutions are important for the protection of life and
rights of consumers at national, state and low administrative level known as :
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s Human rights Commission

2, International Bureau

Now we will discuss the process of protection of life of civilian and
rights of consumers being implemented by theseinstitutions: a

Human Right Commission: .
S -
In our country there is an apex institution at national level to protect
the rights of people and provides security to their interests which are related
to rights. Thisinstitution is known as "National Human Rights Commission.’

National Human rights Commission is important because retired Chief
Justice of Supreme Court of India is the president of this Commission. In the
same way State human rights Commission is formed in every state which
takes care of rights of people and security of related matters. It is very
sensitive whichis clear from its activities during the past years,

On the same basis, 'National Women Commission® and 'State Women
Commission’ have been formed for eliminating the complains related with
exploitation and injustice done against women.

Information Bureau:

Commission can protect their rights only. When they have information
regarding goods and services. To provide them with information 'Nationil
Information Bureau' at national level and 'State Information Bureau' at state
level have been formed. If a consume wants to have the information
regarding any good of service, he may ask for it from the producer through an
application, ]
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What is the right to information?

| Right to information Is a step in right direction by the government ta

| empower rights to people. The meaning of right to information is
“Any person can acquire required information through application, E-

| il order. bulletin, proof, and electronic data. For this, the applicant
can apply to appropriate public information official.

i Information is made available to the related person within 30 days (in
special case, in 48 hours).

Summanry:

e Consumer is very important in farket system because all activities of
J-vmmsufpmdu:ﬂmhmgﬂaed by consumers.

s At present in the age of globalisation, many goods and services are
available in the market, which create mary practical difficulties to the
consumers while making choice among them. 50, consumers are
required ta be aware while making choice.

e Therearevarioustypesofconsumers, among them some are poor and
_s0me are illiterate. They are cheated by traders, because of this and
. lack of awareness.

= \ariousrights have bees provided to consumers by the government 10
save the people from exploitation, make them aware and to provide
protection under the 'Consumer Protection Act 1986, and for the
redressal of their complain three-tier judicial system {at national level,
state level and district level) has been e<tablished for the protection of
their rights.
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Some Constitutional Institutions have been established to save for

consumer from economic exploitation and, in this direction "Human Rights
Commission' and Information Bumau'plavlmporl;nt role.

Thus, we see that 'Consumer’, '&mﬂw and ﬂ;éir_rimts

and rgdrES_s:al oftheircomplainsare verrln'_q:-u&anti;;su.fe_:s discussed today.

Objective Questions:

o

Choose the correct option

When was Indian Consumer Protection Act announced?
(a) 1986 (b) 1980 (c)1987 (d) 1988

When'is Consumer Rights Day celebrated? !
{a)  17March (b}15March  (c) 17 April {d) 22 April

. What is Natlonal Consumer Helpline Number?

a) 100 (b)1000-100 (¢} 1800-11-4000 (d) 2000-11-4000

Which of the following Standardised mark is necessary for the
determination of the pu rity of gold jewsllery?
{a)  ISimarket  (b)Halimark (c} EGMARK (d) None ofthese

In which forum the complain will be lodged if the price of & good or
service is more than one crore?

(a}  District Forum {b) State Commission

{c} National commission {d) None of these

- Whatisthe application free for making a complaint by the consumer?

{a) Rs.50 (b)Rs. 70 (el Rs. 10 {d) None
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Writa carrect (V) er incorreet (x) against the follewing siatementi

Consumer Protection Act 1986 is also known AS coprain short.
7. National Consumer Helpline Telephone No. is 15000
3. Righttoinformation Act 2005 was enacted inindia
4, Consumer has the righttoget compensation on the basis of the
quantity of damage, inthe place of inferior good or service.
5. 'Hallmark'is the mark to certify the quality of jewellery.

Shiort Answer Questions: :
Discuss the Important facts taken into consideration while purchasing

goods related with food items.

_ \Write different slogans of consumer awareness.
. Discuss some elements causing consumer exploitation
. Explain the duties of consumers inthe market

Whao is a consumer? Discussin brief.

Long-Answer Questions:

_ \What are the rights of Consumers? Explain every right with example.
. Explainthe main features of 'Consumer Protection Act 1986,
. Explain in detall the three-tier judicial system organised by

government for consumer protection.

. Explain the requirement of Consumer Awareness with the help of two

examples, .

_ Write a brief note on importance of human rights.

Project Work

_ Prepare a poster explaining all right of consumers to display in the

poster competition organised by your school in your class for
COnNsSUMer awWarenass.

. Prepare an advertisement exhibiting attractive slogans

. Jago Grahak lago
. Recognise your rights
- Alert consumer is protected consumer

_ Collect the information from 4 to 5 persons in you neighbouring area

on the basis of interviewing them through questionnaire regarding
where and how they are being exploited, Write their experiences of
exploitationinastory.
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4. Make @ survey of Yeur aréd about the extent of swarenéss of
tonsumers on the basis of distribution of questichnaire ralated tg
consumer righis, - ;

erkwdvminrmquuﬂnm '_w ]’h,mm | "t'cr—l

IT. 'D&dvnua:tﬁrthemm{ptunmepwmmuf -|

Iz

|E

a good?
Did you keep the receipt propertyz =~ ] ‘I

' Did you complain when vou felt that you are
cheated by shopkeeper?

|"4. | Are you successful in explaining to him that | 334 53
| ¥ou are cheated? -~ i

5, Amvnusaﬂrﬁedersurh;wurfamuu:wu
are cheated always and there is nathing new
im ke

6. Do you verify ISI mark and expiry date?
7. | Do you ask for the mew packet If the expiry
date is only after 3 months or nearby?

& | Do you verify the weight whils purchasing
new gas cylinder or buying/selling of
newspapersy

9. | Do you oppose when the vegstable  sailer
uses stones instead of weights?

10. | Does the most bright coloured vegetables
increase your doubt?

11. | Doyou have the knowledge of brands?.

"1z [pe ¥ou consider the high price as measure
high quality? (At last, you are satisfied that
¥ou have not paid more), | J J
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| W E o |
55 0o you readt ety on attectve| | |
| offers? | | |
Pl 1
m. 'anumnmafemepﬁuepakdhyvmmth | I
[ others?
| the price by I |
| 15. Are you confident that your shopkeeper , |
Md‘ﬂatﬂ'ﬁpenmm:mmrmslh_ |
| you?

ﬁﬁ.lnuwmppmuummeddmnq | I |
| |p'opusedgoodwiﬂ'nutwdwhtdtts |
|app-n|;rriateweigh‘t? |

|
|17, |Duwudurﬂndfur’metﬁreadhgfmﬂe | .| |

a. I your answer for question nos. 5,12, 13,15 and 16 is 'c' and for the
rest of the questions 'a' then you are completely aware as ?mnsumer.

b. If your answer for question nos. 5, 12, 13,15 and 16 is 'a', and for the
rest of the questions 'c’, then you are required to be aware as a
CONSUMer.

c. If your answer is ‘b’ for all the questions, then you are practically
aware.

Answers of objective questions

L 1(a) 2(6) 3Me) 4ib) Sib) 6(d) 7lal
Il 1.Correct 2. incorrect3. Correct 4, Correct 5. Correct

—tl) S
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