g =
‘Decision making activity
eg: Activity of Politicians
This sector is known as

Quinary Sector

by people intheir home

Domestic services, oncedone

Gold collar jobs

Quaternary Sector

— Scientists that are highly qualified

Skillsfor complex processing of
technology (information and
environmental)

Also known as knowledge sector
eg: Senior business executive

Services for
[ consumers

Tertiary Sector

businessand

.r S«oﬁdaﬂ Sector

goods

Process, construct, manufacture

I-Ptimarv Sector

Produce, process, or extract
raw materials/food

(Also known as service sector

[

GDP contribution: 3146%

e Highest contribution in our economy:
Tertiary sector (India+other countries)

« Primary sector employs more no. of people,
least contribution in GDP(14.39%)

* Least no of people employed in Tertiary
sector and contributes most in GDP (54.15%)

J

It is that part of economy where business

produce services

[

Activities - teaching, transport, advertising,
retail

(|t is always intangible in nature

(Also called manufacturing sector

These add value to natural resources by
transforming raw materials into valuable

products

(Blue collar jobs

Building/Construction work

[Activities - Manufacturing, Processing,

N\

\

Secondary sector is called backbone of a

country, helps in industrialisation of a country

eg: China

J

J

(White collar jobs

Secondary Sector

]
In

(Directly dependent on environment

Macroeconomics

Tertiary Sector J: ( Sectors ]
A

Indian Economy
—

/—( Microeconomics

v

(also called agriculture sector

\

types of

In India primary sector seen mostly in
agriculture

3

Primary Sector -

( red collar jobs

[

Activities - Agriculture, Fishing, Hunting &
gathering, Forestry & Mining

economic systems

Focused on the action of govt./countries take
to influence broader economies

GDP, NI, Inflation)

Father - J. M. Keynes (England))

Focused with the action of
individuals/businesses

Individvals, firm)

Father - Adam Smith (The wealth of nation))

Ownership
Economic motive
Grovt. role

Income distribution

Economic freedom

Govt. has no private has no
share holding ownership
Capatalist Socialist Mixed

‘Private ownership | ‘Public ownership ‘Public+Private

Profit Social welfare Both

No role Complete involvement Limited role
Unequal Tqual Less unequal
Complete Lack of freedom Limited freedom

eg: India

eg: USA eg: USSR, North Korea
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D%, =GO~ Net Indirect Taxes

s GDPrc= GDR,~ Cndirect tax - Subsidy)
» GOP, = GDFe~ Indirect tax + Subsidy

» GDP - Depreciation = Net DP
o GD?P + NFIA = Gross NP

Market Price Factor Cost
» Household income is not under GDP I/ \
The market price is the final Factor cost is the cost of
value of the product being factors of production, or
sold, which includes indirect total value of inputs, where
taxes indirect tax is not included

NN’Q,C: is also called National Income

( National Income

/7 \\

- Green GDP = GDP - Environmental Damage
-'Potential GDP - Real GDP = Recessionary Gap

[total income of an individual earned from all )

the sources before taxes

the total of money earned within a country)

=

P

‘Population

® Per Capita Income = National Income

J

Pl = NI + Transfer payment - Undistributed corporate profit

{'PI = National [ncome + Income received not earned - Income earned but received

J \\

J

Personal Income )\

(A common basket of goods

[ India—5 GDP: Sth in the
world

PPP. 3rd after USA and China

N\

Economy is inﬂa'rsd)

(eg: subsidy by govt.

[. ‘Personal Disposable Income: Pl - tax

N\

J

- - National Income
Purchasing Power Parity \

GDP Calculation by National Statistical Office
under MOSPLI (Ministry of Statistics &
Program Implementation)

_________________1' Value Added Method

| Operatmg surplus/ Income Method

+Gel+X-M
» C: Consumption
» (: Grovt. expenditure

" [ Investment

* X: Export

~
1
|
|
l
|——‘ Expenditure Method
|
|
|
|
l

(Measures & Aggregates
Methods to
calculate GDP |

NNP

-~

(

\

I /—\“ o

([

Total value of all final goods and services |
produced within the territory of a country |

—————————————————————————————————— -~

l « Calculated on current prices

+Base year is taken known as © Inflation not adjusted

Base effect
* Calculated on constant prices
o It is inflation adjusted

Irvin Fisher mentioned it as:
Concept of Money lllusion

GDP deflator is used to calculate
this = Nominal GDP
“Reargop X100

o GNP = GDP - Factor Income to [
Abroad + F| from Abroad I
I

I

| ® GNP = GDP + Net factor income from

Monetary value of an asset
decreases over time due to various

N e e e
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—— ———————— — — — — — ————————— — —

Surcharge Tax

(Operational by: Ist July 2017

(Assam was the first state to ratify it

(GST council is a constitutional body: Art 279A

33 members (2 from Centre+3| from
States/UTs)

(Chairman: Finance Minister

an approximation of revenue and expenses
over a specified period of time

Annval Fiscal Statement (Art. Il2))

Taxation System }\

Deficits

— / (Salary/Pensuon

| Subsudy/Grant
__::::::: Revenue Expenditure

1l lnterest Payment

| Mamtenance of Infrastructure

| Constructnon of any mfrastructure}
______________ <
| Purchase of land/machmery/
N o o o o o e e e i ———
I lnvestment ) Capital Expenditure
N e o o -
—
| Loan
N——
| Repayment of Loan\

Budget & Taxation

Morarjl Desai (10 tlmes)'
Most nho. of budget P Chidambaram (9 t|mes) |
Pranab Mukherjee (8 tlmes) I

0
(]
(2]
o,
o
'_’.
v
m
X
O
®
>
o
-
. c
S
®
].‘]
(7
c
=
pd
[
n
(o}
[
Q.
Q
®
)

components

of budget

Liability

\

: ‘Budget 1
Revenue Capital
Asset | Asset 1
Expenditure Capital Capital j
(‘Pmsa aa mha hai) -~ (Paisa jaa raha hai) Receipt Expenditure
- ‘ (Kabhi-kabhi wala paisa / (Kabhi-kabhi wala paisa
Neither decrease in  Neither increasein — — jo ga raha) Jjojaa raha hai
e a3 ef nor increase in 4386t nor decrease in liability Plan Capital Exp
liability Plan Non-plan Non-plan Capital Exp
Revenue Exp Revenue
Tax Revenue  Non-tax revenue
eg: Wealth tax eg: Challan



Aditya Kumar
Ink


Satisfaction - Utility)

Affordibility

( Demand

Eagerness to buy something)

the addition satisfaction or benefit that a
( Marg |na[ Ut|[|ty J consumer derived from buying an additional

unit of a commodity/service Consumer's side - Affordability)

7’

Price
Demand Curve ”
$100 ¢ negative sloping curve
Types of Market | /) v
Tomato price | Rs S0 T : Relation between price and
from producer's side/profitability) . g —> demand: verss
p \ Rs20 7 |
Price ‘Positive sloping curve 4 : ;
l 1kg 2kg Skg Quantity
Outward demanded
Rs 100 =
: Only Rightward and Tomato kg
Rs 50 IsfmCrd shift
Inward
p -/ Supply Curve J Rs20 —
(Transaction motive I
J " “\Y / : . ;
(Com === \ Perfect Competition f_ - 1 ) 2 " 5-k P
F.“’ff’l”_yfﬂd_ef‘i Jfutore) — . People hold money \ 9 2k Sk )
_______________________ -~ recauvtionary motive p N
(eg Agricultural products I Receupt expendnture} for th ree puf/p Ses gyl
"""""" (—————————_—_—_—_—_—_—_—_—_—_— ) | 5 L s
vt e 4bY J M Keynes (Father of Economics) / s | oefer il
: Vertical Mgl b L LD D Speculative motive

: Price /' | I(Father of Modern Economics - >( b

| | | | Adam Smith 1 1kg 2kg Sk

1 ___—> Veblen goods I v o /S e&evf\\“es - 1 A S m———————

I T : kThings exists in equilibrium non-luxurious goods

: _ _——=> No changes in quantity of l——(Perfectly Inelastic Demand Giffen goods < = - -

| product demanded when the I r eg increase in price of wheat I

I price changes | . —_ ——————————————

: I { Exceptions \ luxurious goodsl

1 | N B i N 1 | Il e A N A T,

1 mamand ey A e e || p— ) . .

l ed= Demand : Veblen goods Demand is perfectly melastlc |
——————————————————————— < ¢ :::::::::::————
(T T T T T T T T T T T T T N Changes in price (usvally -ve) affect the
! ! Dema nd & Su pply changes of demand {eg: iPhone, Mercedes |
| .

v A ; |
leo T Change in price causes relativel 6
B gé in p! N .

: 1 : less change in quantity demand : Gd =% change in demand
| P 1 . %

1 |
: 2 E ) :——(Relatively Inelastic Demand . % change In price
| N\ | | fmmmm e \
| ] ] I . 94 I Horizontal
! —_— | Price Elasticity | /’
| ;

| | Price

l e <1 I I L,,nagligibts/zsm change in price

~-TTCSISoDoooooooooIDooZo ( Price Elasticity Perfectly Elastic Demand }—— cauises major change in

demand (infinite)

e ————— Income Elasticity
I+ income T Demand T +ve siOps ,

1> Income 4 Demand |, +ve slope |

Slight change in price result in high change in
demand

%55,

(

|

i X1 Y ¥ ! y
|

| Price Demand i ici

: ice 4 % :——(Cross Price Elasticity

. I

: |

\ J

Relatively Elastic Demand

Shift from product X to ¥
due increase in price of X

,—————I_____\
>
] -]

N o e s s et ot ot ot et s e
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(e

a mismatch between worker's skill & I
|ava|lab|l|ty of job

(=== ::::::::::::::::::: Structural unemployment
| €9: technology advancement, like machinery I
l replacmg farmer labour

degree unemployment, seen in Urban part of (Educated Unemployment

lndla

_________________________,

rtype of unemployment while searching for a |
| new job

(=" ___:__:__:__:__:__:__:__:__:__:__:: Frictional unemployment
| €g: an employee leaving current job to move to

|a better one (seen in Urban)

Types of
Unemployment

N e e e e e e e e e

Employment based on the seasonal basis

Cyclical unemployment)}

Increase in general level of prices of
goods & services

Purchasing power decreases in case of inﬂation)

e o of

During inflation the debtor/borrower benefits]

( Inflation

more than the lender

—— ———————— — — — — — i — —————

———————————.

————— — — — — — ———————— — — —————

N e e e e e e e e e e e o —————

Measurement

L\ g mmmm—————— 4 Of, 'Inflatwn More weightage to food |tems}
Seen more rural part of India Seasonal Unemployment (lnflatron (inc.) & Unemployment (inc.) ’ 1 ::::::::::::::: ____
____________ ~
eg: Light or fireworks sellers during Diwali (No economic activity iﬂff_k_e_d__f_r_o_T__c_i nsiJTe_rs_p_er_s Ee_cEVf
( Stagflation J‘ Base Year - 2011- l2,
Great Depression - 1929-1939 :::::::: ________________
\
Inflation (inc.) & Unemployment (dec.) have l Publlshed by: National Statistic Office (NSO)}
inverse relationship ) (Great Recession - 2007-2009 I Ministry of Statistics & Program I
Implementatron (MoSPI) |
f Inflation Phillips.Curve ) ‘____________________________________________ -/
rate % ) ] RBI uses CPIl (combined) to target mﬂatron N
8% Ph'l'ps Curve J ( ________________________________ -~
I Base Year: 1986-87 |
7% | |
A | CPl Industrial workers I
- ‘ nf la t ion & I CPL Agricuttural workers ;a:;:: I
5% (Index of Industrial Production | CPl: Rural workers :
Unemployment | ol —> Combned, ||
\ (Base Year: 2011-12 \ / I ” Ministry of Labour :
3 | ura |
V. (Published by - NSO (MoSP) ! Urban I
|
————————— [
e < rRefmery products I « Base Year: 2012 : —==
. 3% 4% 5% 6% 7% 8% Unemployment Rate % ) ______________ |\ « NSO: MoSP! ,I 3:10/:"
IE Electrrcrty ________________ (47 -—
————— -10% |
( sTtZeT e
A= Types of Inflation 10-20% )
(Crude orl . . ===
_____ 8 core industries have °
strie 20- |00A,
—————— 40% contributions \____/

(Cement

————
——— ——

rFer’cnlrzer

—— i ——

——-\

|00%

= ——

Disinflation J———(Rate of inflation is decreasing)

opposite of disflation)
Deflation Fall in the general level of prrces)
Purchasing power mcreases)
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(Provides micro loans/micro financial services

\
[Minimum requirement of Micro Finance Loans:

75% of total assets

Estd. through recommendation of a

[Eg: Bajaj Finance, Muthoot Finance, Mahindra

and Mahindra sees issues of MFIs)

committee: Malegam Committee, 2010 (also

J

[They are registered under Companies Act of
1956

To qualify for NBFC MFI license they should )
have at least 75% of assets in Microfinance

J

(Gives loans and advances on gold

Non-Banking Financial
Companies (NBFC)

(They cannot accept Demand Deposits

(Deposits not guaranteed

(They are regulated by RBI

(They need not maintain CRR and SLR (Micro Finance, collateral free loans

population

They offer financial services to low income
Agency, launched in 2015

[Micro Units Development and Refinance

(eg: Loan, Savings, [nsurance loans upto 50,000 —(Snshu

N

loans upto 50,000-5 lakhs —rKlshore

|

—

3 types loan

( NBFC-MFI )

Microfinance loans is given to households
having income less than Rs.|.25 lakhs/annum
J

I Father of Micro Finance system )
) - Muhammed Yunus (Bangladesh)
J

[lst Micro Finance institution in lndia‘

|(gave concept of Grameen Model Banks, 1970
| and was given Nobel Prize

loans upto 5 lakhs-10 lakhs == Tarun\

= —

Micro Finance ]
Institution J

- SEWA Bank (1974)

J

group of 10-20 people come together
to find ways to improve their living
conditions

(National Bank for Agriculture and Rural )

1] Development |

. | Self Help Groups _________________________
Informal Group of below poverty line (BPL) (SHG) I (Set up - 12 July 1982, on recommendation of B. !
o J mmmm———— / 1S | Sivaramman Committee (1979) I
groups Usually in rural areas Bocinese ModalV  Sm——mmm e P
_____________ ~
group of 4-10 people~ _ _ _ _ ____ __ (Through NABARD Act 1981 NABARD
) Jomt Liability Group (= == \
Could be a small business f ‘e — I—Ieadquarter - Mumbai

N e e e e

venture for profit
Provide finance for agriculture and rural development

Regulate - RBI

. \
(Functlons

- ————

>— Supervises cooperative banks and RRBs
Supervise - NABARD

Does not deal directly with people

Provides financing through PMAY, KCC, Ru Pay Kisan Cards

{1988, through Act of 1987

|——(National Housing Bank

| S,

————-\

—————

Reserve Bank of India was established
as Independent body

on recommendation of
Hilton Young Commission, 1926

Ist April 1935

RBIActof 1934 [, — ‘——————————————- /
Headquarter - Mumbai in l937)
Bankmg Regulation Act, l949‘ Ist RBI Governor - Osborne Smith)
Llcense} Ist Indian RBI Governor - CD Deshmukh)
its regulates Banks ::::.\
CRR/SLR | RBI was nationalised on Ist Jan l949)
Regulate ban
except Rs.| note (under Ministry of Fmance) |
legal tender - FIAT Money |
MUDRA SCheme/ Plastlc Money - Credit card, debit card, etc. |
1 1 P T pirirl N
' . . .. Hot Money - Assets such as stocks, deposits, |
(FU'WC/Z'tIOnS of RBI J Currency printing | bonds etz P 1
L . _' _____________________ )
N (T T R
D I Currency Printing Coins—=GOI -¥1 note |
: -Nasik - Mumbai I
- Dewas . Hgdsrabad : ( 'B' ﬂGf 1934 )
: * Mysore * Calcutta I Under 2nd schedule
- Salboni Noida I
| ST e ) of RBI Act

Money & Banking

Other Financial _
Institutions

Clasmﬁcanon of
bankung system

Monetary Policy
) SBthUlM ‘Banks Non-scheduled Banks

Lender of last resort and Bank of Banks)

Commsmml Coopsmﬂue ‘Banks

Classification of

banking system Profit Non-profit

« Depositors are owners

‘Public Sector Private Sector

Banks Banks \
» 12 nationalised
banks e B Foreign banks
1an banks e
Ist bank - 1770 (Bank of I—Iindustan)) eg: HDFC, Kotak :ﬁ;‘:gy Group,
\ J

1806 - Imperial Bank of Calcutta)

Merged
1921 - Imperial Bank of India

1840 - Imperial Bank of Bombay) oy e
- State Bank of India

1843 - Imperial Bank of Madras)

Ist Indian owned bank - Allahabad Bank, in l865)

instory of Banking

Regional Rural Banks (RRBs)

N =

RRB

|

/ \5 1
0% holding by Centre |

|

35% holding by Sponsor Banks |
| {sponaors RRB) )

{2nd April 1990 )

e S 1
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RBI provides loan to Commercial Banks
(without keeping any securities)

Loan to
RB

Outright purchase

Selling and buying of G-sec for shot term

Repurchase Agreement

Repo Rate ‘Reverse Repo Rate

nto Loan to
for short-term Rﬁl/_\ ‘Banks ‘Rﬂank
collateral (

Counters inflation even with increase in
Reverse Repo Rate

Collectively called: Liguidity Adjustment Facility

Repo means Repurchase Obligation

2% NDTL is a limit

overnight loan

CRR and SLR is not maintained
Penalty + loan

Can use SLE Quota G-Sec as collatera

Case 1: During inflation

Banks

CRR
SLR +CRR, SLR, BR, RRE, RR
Tools— @R ‘Increase in regulators
RR *Interest Rates high in order to keep inflation under control
RRR
Case 2: During deflation
-=(RR, 5LR, BR, RRR, RR

Contractionary/Tight/Dear/ -Reduction in regulators
Hawkish Monetary Policy - Decrease in interest rates

‘Dovish/Tasy/Expansionary
Monetary Policy

Money held by public in the form of currency

- Currency Deposit Ratio =

Rationing of Cradit

1 Certain amount is fixed for industnal
household and other purposes

Cradit supply for each commercial bank is
fied

¢ Add text hers

Regulation of consumer credit

++ |nstalment amount, down payment, loan
duration are all fixed in advance

¢+= Used to control inflation in country
¢+ Add text here

¢+ Add text here

Maoney in the form of Deposits in the Bank

o0 N (oo N\ Fiscal Poli
6.75% | Bank Rate i
_____ -
No collateral '\ Used by Government of India to contrel inflation or deflation
For long-term
Tax 4 Subsidy), MSP 4
Less disposable
kinwma

Y
\Open Market Operations

Repurchase agreement

fm—————————————

-~
Marginal Standing FacilityJ

N o o e ———————

Change in marginal requirements

Margin 15 increased for unnecessary
sectors

Margin is decreased for necessary

Add 1ext here

loral suasion

Credit limit for each sector is imposed by
rules and regulations

Guidelines and requlations are fixed by
central bank for speculative purposes

4

( Fiscal Policy

Net Demand and Time Liability
(RBI keeps a part of your NDTL as a reserve)

fm————————— \ Reserve in the form of - Cash
Cash Reserve Ratio |-<
Banks do not earn any interest rate on CRR

Reserve in the form of - Cash, Gold, G-Sec

Banks earn interest rate on SLR, profit is
obtained

Different Assets and Liabilities of a Commercial Bank )
BALANCE SHEET
LIABILITIES  [AMT|  ASSETS | AMT
Quantitative tools Initial Money g Cash kept in Bank for
Share Capital Vault Cash Withdrawal by

. \ Invested
Sometimes bank Loan taken from Deposits with | customers )
borrows “=| Central Bank if Central Bank [~ Amounrdgp osited

by Bank with RBI
money from RBI any
iﬂ::gif :E::::I “~|Demand Deposits Loans |-- ;Z‘;‘;’F_CG'-“"’" to
| t t il =1
Fixed Deposits/ <~ Term Deposits Gn:::r:;:n;n |, Amt invested in
Recurring Deposits - Securities |  Government Bonks
Balance Sheet > - g
‘Balance Sheet
Liability Asset
L)
MOneta ry POl 'Cy Deposits Loan
J _
\\ \ Demand Deposits Time/Term Deposits
Monetary : Savings Account Fixed Deposit (matures at a certain time)
POllcy Tools J ! Current Account Recurring Depasits Ceg: SIP in mutual funds)
RBI Regulates money supply in the economy)
3 with the help of Monetary Policy Tools)

T In case of g
I . . N . . ‘
i Inflation/Deflation {On recommendstion of Urit Patel Committee
|
: Monetary Policy RBI Governor

Committee
: 3 RBI Deputy Governor
1 (T = .
| 6 members ) Executive
I N e e e -
: p 3 Govt.
I — a maximum amount of new money created by
|——(Qual|tat|ve tools banks for every dollar of reserves
I . / \
I ( Money Multiplier r
! “MM[o¢ 1
I CRRT
I .
|
|
|
|
|
|
|
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[Securitisation And Reconstruction of Financial )

Assets &Enforcement of Security Interest Act
J

Provides power to the bank/any financial A

institution to seize the property of a

defaulting borrower ) SARFAESI Act 2002/J

{Who would not pay to banks even it he has the Ol

| abhty to do so | Wilful Defaulter

(Financial entity setup to buy NPAs

(Recovery of NPAs

—————— — — — —— — ————

Bad Banks

\
| Natlonal Asset Reconstruction Company Ltd.

202\ budget

Currency with publlc €
Currency in circulation)<l{ et
Currency with bank |

________ Saving Account

______ Recurring Deposit

Demand Deposrt
———————— Current Account
Deposits with Bank
_______ Fixed Deposit
Types Of Money J Term Deposut

-
the ease with which an asset or security can
be converted into ready cash without
affectmg its market price

LIC[UIdIty | Deposit

Demand Deposit is more liquid than Term]

Cash > Cheque > Bonds)

I (NARCL
‘____)_ ___________________ / Non Performing Assets
1| Indua Debt Resolution Company Ltd. (IDRCL) (N PA) ’/ Y
|A situation in economy where people love to I \ ”
I hold their money despite of any changes in I (De[ay is more than 90 days)’-
interest rates which renders any Monetary [
| Policy ineffective [ /sssfs )
\_________________:::::: J/
I N_"_SF_’ef‘f"_g, Liquidity Trap Regular Assets Stressed Assets NPA
| happens when rates will i mcrease} / \L \ e
[ Speculatlve Demand: perfectly elastic Sub standard  Doubtful Loss asset
__________ ( e e —— \
Short term loans Write of f
_________ _/ . J

Money Market

Liquidity Adjustment Facility
LAF

>

Fiduciary money ‘_‘___‘_'_‘_'_‘___'_

f Monetary

—— ——— ——

(Basel is a place in Switzerland

71 days Headquarter of Bank of International
TN N N Settlements (BIS) - Basel, Switzerland
182 days types Maturity Bills
N —
364 days (Basel Committee, 1974 by G10

Focused on Credit Risk

Min. capital requirement at 8% of Risk \ ,———————

Basel Norms

Weighted Assets (RWA) BASEL |- l988
Capital Adequacy Rato = f ‘'T=—m————=—

Capital Adequacy Ratio: 5% of RWA

NBFC cannot accept Demand Deposits ?ﬁgggﬁpﬁ;:’;g Financial Companies-MF|

CRR/SLR maintenance: No

Tier 1

129% CapiTal fm———————
Tier 2 ——| BASEL Il - 2008

Tier 3

\-( by Irving Fisher J

l Aggregates

Bank Deposits with RBI) o
Deposits with RB)<: _______________________
Other deposits with RBI I
Demand Deposrt £
Postal Deposi )<: ——————————————— same as bank
Term Deposrt |

components

Narrow Money

Broad Money
(M3 - priority)

Liquidity Order -
Ml > M2 > M3 > M4

Wages - 1%

Inflation -2%

Real wages = +1%

e \ ' N
Money illusion Quantity Theory of Money
The tendency to think of money in nominal terms Velacity of Girculation R
rather than real terms How.many times a dollar, suro, All the goods and
niaigl gosds and serioes e enamy

) | |

e

Money Supply Price Level

All the money In the The prico level of all goods and purﬂhﬂsiﬂg power of
i - - money decreases
Inflation +79% When Money Supply™ keeping other factors constant (Velocity of

Real wages = -2% eg

Currency printing — Banks

kauantity theory of money

circulation/transactions) —> Price level of goods 1"
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(
|

|
\

DIMENSIONS INDICATORS

[l2 indicators

National Multidimensional Poverty Index
J

N\

Health

\
Multidimensional Poverty in India
(Lt NITI AAYOG |— |
J

= Years in schooling

(24.82 Cr people have escaped poverty

Education + School attendance

In
[have escaped poverty

wealth distribution, talks ) Standard of

living

+ Cooking fuel
+ Sanitation

Uttar Pradesh max people ) [

J about income inequality

Total indicator.::: 10

= Electricity
« Housing
+ Drinking water « Assets

POVERTY
MEASURES

MPI

Multidimensional Poverty
Index

v

MPI Concept: 2010 by UNDP along with
the Oxford Poverty and Human
Development [nitiative (OPHI)

£Z S

- Intensity of paverty

» UN Monetary and Financial Conference

Bretton Woods %onf‘eronu, 1944 —> 44 Nations —>730 delegates

) \
Gini Coefficient: - 0 to l‘
0 - perfect equality \
: | - fecti valit
(Headquarter - Washington D.C pertect inequaiity J
p ¢ Lorenz Curve
v N\
IMF  World Bank :
\—C> HQ: Washington, D.C. | ||

MPI

~
(Own account/money in your bank}

:

Eg: Bank X has an account with Bank Y in Bank
Y's home currency

\\ \ J
l \
-—
————————————————— \

rEg: City Banks partners with HDFC Bank based
I'in India and opens an account with the

————— — — — — — — — — —————— —

(Foreign Exchange Regulation Act, l973)

| denoted currency INR
A

________________________________ T

|
-

f Foreign Exchange Management Act, 1999

____________________ -

Due to market forces (
Floating Exchange Rates \

(- N\

\

Government interference
Fixed Exchange Rates

I'e
I

Increase of value of domestic currency
____________________ =4

(T T T T T T T TS
| itis Official Depreciation
N o o o — — — — — — ———

Currencies -

USA, Euro, Yen (Japan),
Yuan (China) & Pound (Britain)

More Inequality

Less nequality

IMF (International ]

= (VosTrO) —
| Wl Monetary Fund) J
,
/l
- |

POVERTY

((Pre Independence

-FEMA /

(l99l - Balance of payment crisis in India)\

Empty of FOREX Reserves

" Poverty
,Estimation |

maintained within the IMF |

Balance of
Payment Crisis

Post Independence

lh ________________________ 4
\
p then PM - P V Narasimha Rao
»Record of a Nation’s Financial Transaction Gimport and export) Borrowing/Lending then Finance Minister - Manmohan Singh |

/ Visible items
/’: Invisible items

-Change in Foreign exchange N\

\ / . LPG Reforms

Current Account Capital Account / J( \
« Goods Cvisible) - Investments Liberalisation  “Privatisation lobalisation
« Services Cinvisible) / ________ g
« Transfer payments Foreign Direct Investment  Foreign Institutional investors/ (‘St - Argentina h
= Remittances = Long-term investment Foreign Portfolio Investments ,_—_—_—_—_—_—_—-\ Debaters in IMF

eg: Walmart acquired  « Short-term investments L4th - Pakistan}
India is top receiver of ~ magjority stakes of AlsocalledasHotMoney | \ T T T T T
remittances (1st) Flipkart Eg: borrowing, lending, sale/

purchase of assets, NRI
deposits

e
|

N o o o o i ————

Value of imports > Value of Exports

3.3% of GDP (currently)

N o o o o o -

<>(Current Account Deficit (CAD)

(Twin Deficit = CAD + Fiscal Deficit

, ————————————————————— -
N . l
(Rela tive Pover ty) Il :—rl‘cztésr:\azold income lower than the median I

\

—— ——————— — — — — — — — — ————

 gave unofficial poverty line through his

| book - Poverty and UnBritish Rule in India
e o o o e e — ————————————— 4

—— e ————— e ———

|
J

‘I—le made the earliest estimation of poverty

( National Planning Committee, 1938 |
' by Subash Chandra Bose :
| Ist Chairman: J L Nehru |

| — 7
=== =o-o== =

Bombay Plan, 1944 |
o —— —— J

Made the Ist systematic assessment of
Poverty

Used the data of NSSO (National Sample
Survey Office) Under MoSPI

Expenditure based poverty line

. \ Nutrition based poverty line
{Alagh Committee __ Rural - 2400 Calories

\‘979 ' Urban - 2100 Calories

____________ Poverty line based on
( Lakdawala Committee}_<CPHW (Rular), CPI-AW (Urban)

State-wise poverty line

Health and Education should also be taken
under Basic Needs

Poverty line based on Purchasing Power Parity:
if someone is spending more than 33/day (not
poor), not more than 33/day (poor)

Uniform Reference Period replaced by
Mixed Reference Period (Health/education)

Rural - 816/month
Poverty Line (2011-12) -<
Urban - 1000/month

% of people below poverty line _< Rural - 25.7%
- 21.9% (2011-12) Urban - 13.7%

Rural - 30.9%
Poverty Ratio - 29.5% -<
Urban - 26.4%

Proportion of Population BPL
Head count Ratio
Head count ratio = No. of multidimensionally poor people

Total Population
Calories
Created categories within Protein
____________ nutritional requirements el
{Rangarajan Committee ) Fat
l20!4 l
S 7 Also, talked about Modified Mixed Reference

Period
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(in place of Planning Commission

(Setup on: Ist Jan 2015

NITI AAYOG

(lt is a Think Tank of govt.

(Publishes reports

(Durmg Manmohan Singh

(VIsion Document

(During Manmohan Singh

\ | Towards faster, inclusive,
\ 18 sustainable growth )

—— e ——————— ——

{Towards faster & more
| inclusive growth

Duration

Target - 8%
Achieved - 7.6%

promoted by govt

[National Horticulture Mission (NHM) was

o ——

-

Target - 6.5%
Achieved - 5.4%

8th FYP

Chairman - PM)

launched on - Ist April l95l)

Post Independence, l947)

Planning

. . Based on Harrod-Domar Model)
Commission

Taken from - USSR)

During Jawaharlal Nehru)

Introduced in 1928
by Joseph Stalin

|12th FYP (1951-56
anary Sector}
Target-2.1% | -~ "™
- ° Fully successful I
Based on P.C. Mahalanobis Model) Achieved - 3.6% l ________
During Jawaharlal Nehru) Bhafr_al\lirga_l _Da_m |
- i Setting up Dams to promote| / ¢ .7~ ™
growth of Agriculture I-II_ra_kud_D_am )
2nd FYP {Rapid Industnallsatuon} { Nagarjuna Sagar Ea_ml
10th FYP Target-45% | ¢S -"TTmT——m=——
~—1 Achieved - 4.27% {Moderately successful ]

Rapd |\ A\ L ____-
Industrialisation| N\ (-~ "~~~ -~ TTTTTToT—m—————=

Based on Gadgil Formula)

(———'\

/ During Jawaharlal Nehru & Lal Bahadur Shashtri)

Duration l%l-se}

g //

N

(Annual Plan

.« 1991 —>Balance of Pagment Crisis

Liberalisation
Privatisation
Globalisation

« 1991

(During Rajiv Gandhi

( 1985-90 }

» 1992
\

Annual Plans

7th FYP

N e e e e e i e e e

(During Indira Gandhi

———————————————— \ -
Concept by - Prof. Raj Knshna | 1980-85 -Duratwn
- ~——z--—zZ=—z-=—z-=z-=z===X% Hindu Rate of Growth | _____\_—:_—\"
{lndla from l960 80 has seen I 1978 ) | Natuonal lncome}

Rolling Plan
introduced

(During Janta Govt./Moraji Desai)/*

(Duration: |97s-8o}r~

| Emphasus was on employment

N\

Target - 5.6% fauru?e\l
Achieved - 2.8% l { ] (===~
—_ =
-—-——l-for 3 years l?ﬁé_éi? )

Five Year Plans | J (Setf retiant & ,
/ lSelf generating economy I Plan Holiday
| ( ]

N\ e 3
C War-19%2!' 1 Y\ ST TTTmTmmm e
War _h_m_a__ar____ Annval Plan (New agricultural strategy "
lindo-pak -1965) T
PL-480 - importing wheat from USA '
\“ FCl - 14 Jan 1965 Based on Gadgil Formula/Rudra Allen Mode)
CACP - | Jan 1965
\ IDBI - | July 1965 During Indira Gandhi)
UTI - 1963 —————
/ (1969-1974 )
/ (______ ________
/ Growth with stab|l|ty Ol
4th FYP [&—KeyFocus}< Family Planning

Progressive achievement £

I of self reliance 14 banks nationalisation

____________ - Underground nuclear test
Based on D.P. Dhar Model) - Smiling Buddha
During Indira Gandhi Target - 5.6% (.
_)_ -= Achieved - 3.3%]_—l a_bng f_aiu_re J
Removal of poverty (Garibi Hatao) )
5th FYP Attamment of self rellance |
__________________ \ Basic needs to be provided to all
Minimum Needs Programme (1974)
—————————————————— 20 points programme (1975)

Zi:\?:\feodi':/é"/]_—(a bit successful |
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