




Typeset by Disha DTP Team

No part of this publication may be reproduced in 
any form without prior permission of the publisher. 
The author and the publisher do not take any legal 
responsibility for any errors or misrepresentations 
that might have crept in. We have tried and made 
our best efforts to provide accurate up-to-date 
information in this book.

DISHA PUBLICATION
45, 2nd Floor, Maharishi Dayanand Marg,  
Corner Market, Malviya Nagar, New Delhi - 110017
Tel : 49842349 / 49842350

feedback_disha@aiets.co.inWrite to us at

www.dishapublication.com www.mylearninggraph.com
Books & ebooks 
for School & 
Competitive 
Exams

Etests
for
Competitive 
Exams 

All Right Reserved



Contents





BACKGROUND OF INDIAN ECONOMY

Features of the economic conditions of India 
before the British period

INDIAN ECONOMY ON THE EVE OF 
INDEPENDENCE
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UNDERDEVELOPED ECONOMY
 The term ‘underdeveloped countries’ is relative. In

general, those countries which have real per capita
incomes less than a quarter of the per capita income of
the United States are underdeveloped countries.

 More recently, instead of referring to these economies as
underdeveloped, the UN publications prefer to describe
them as ‘developing economies’.

 
still underdeveloped, the process of development
has been initiated in these countries. Thus, we have
‘developing economies’ and ‘developed economies’.

 
underdeveloped country is one which has a real per capita
income that is lower in relation to the real per capita income
of the USA, Canada, Australia and Western Europe.

 Emphasis here is on the low income level relative to the
advanced countries and lack of any perceptible success in
making substantial improvements in quality of life of the
masses.

 In simple words, underdeveloped country is just
another name by which a poor backward country is
known.

WORLD BANK’S CLASSIFICATION

Source: www.worldbank.org
 Income is measured using gross national income (GNI)

per capita.
 Similar groupings had originally been introduced with

the World Development Report in the late 1970s, but

 “Developing economies” were divided into low income
and middle income; OECD membership was used to

listed as “capital surplus oil exporters” and “centrally
planned economies.”
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Main Characteristics of Underdeveloped 
Countries

Developing Economy

the standard of living enjoyed by the people has not reached 
a high level but is rising. Again since per capita income is the 

stated in terms of per capita income: “A developing economy 
is an economy where per capita income is rising.”

three things:
(i) Presence of gross inequality of incomes between the rich

and the poor countries;

Gradual rise in per capita income from a low level.
 Gradual rise in per capita saving and capital formation.
 Gradual decline of the contribution of the agricultural

sector towards national income.
 Gradual expansion of infrastructural facilities.
 Falling incidence of poverty, adult illiteracy, gender

discrimination etc.
 Gradual shift in occupational structure in favour of

industrial and service activities.
 Gradual improvement in the standard of living of

common people.
 Gradual improvements in science and technology.

ECONOMIC DEVELOPMENT
Economic development implies the process of securing levels 
of productivity in all sectors of economy and this, in turn is 
a function of the level of technology. Economic development 
is a process of stepping up the rate of capital formation. But 

non-economic factors.
 The prominent economic factors are the available capital

stock and the rate of its accumulation, capital-output ratio
in various sectors, agricultural surplus, conditions in
foreign trade and economic system.

 The non-economic factors are size and quality of
human resources, political freedom, social organisation,
technical know-how and absence of corruption etc.
economic development means economic growth in a
country where the growth process has not progressed
very far.

 Development is to be pursued as a deliberate mechanism
of deliverance of the masses from poverty and idleness in
a relatively short period of time. Economic development
is not only a process but also a level.

According to Amartya Kumar Sen, development is about 
creating freedom for people and removing obstacles to greater 
freedom. Greater freedom enables people to choose their own 
destiny. Obstacles to freedom, and hence to development, 
include poverty, lack of economic opportunities, corruption, 
poor governance, lack of education and lack of health.

ECONOMIC GROWTH

terms of the output of goods and services that is sustained 
over a long period of time, measured in terms of value 
added”. Economic growth is a dynamic concept and refers to 
continuous increase in output. A country’s economic growth 
is usually measured by National Income, indicated by Gross 
Domestic Product (GDP). The GDP is the total monetary 
value of the goods and services produced by that country over 


