
5 SAMPLE PAPER 
SOLVED 

Time Allowed: 3 Hours 

Ceneral Instructions: Same as CBSE Sample Question 

Max. Marks: 80 

Paper-2020 (Solved). 

SECTION-A (Macroeconomics) Ifcash reserve ratio = 5% of deposits, the eredit multiplier (5/10/20). credit multiplier = 
1 

(Fll up the blank with correct alternalwe) 

1 
2. Define national product. 

Marginal propensity to save can never be 1 

(a) zero (Choose the correct alternatroe) 

(6) one 
) positive 

4 What do you mean by open market operations?
(d) negative 

1 
Or 

Define money supply. 

5. In order to encourage investment in the economy, the Central Bank may 

1 

(Choose the correct alternatve) 

(a) reduce Cash reserve Ratio 

(6) increase Cash Reserve Ratio 

c)sell government securities in open market 

d) increase bank rate 

in the open market to correct the situation of 6. Central bank 

inflationary gap. 1 

(Fill up the blank vith correct answer) 

.State whether the given statement is true or false: 

In order to restore the value of depreciating domestic curTency, central bank sells 

the US dollars in the international money market. 

1 
8. Fiscal deficit is an estimate ot . 

(Fill up the blank witlh corvect answer) 
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c
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 p
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 pro
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p
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 c
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 r
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e g
o

v
e
rn

m
e
n

t 

9 i 
Capital account of balance o

f paym
ents-(ü) International 

s
a
la
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estic product 

people, but there 
a
re

 strong exceptions 
to

 this generalisation. Following 
are t 

Equilibrium
 level of incom

e, Y
 

=
 

2,100. 

Equilibrium
 level of consum

ption expenditure, C
 

=
 1,700. 

(GDP) is considered 
as 

a
n

 index of welfare 
1

3
. 

C
r
e
d

i
t
 
c
r
e
a
t
i
o

n
 is 

a
n

 im
portant 

fu
n

ctio
n

 o
f th

e
 
c
o

m
m

e
rc

ia
l b

a
n

k
s
. 

F
o

llo
w

in
g

 

observations highlight how
 it happens: 

(a) 
B

an
k

s receive cash deposits from
 th

e people. 

(6) 
B

an
k

s len
d

 m
any tim

es 
m

o
r
e
 th

an
 th

eir cash r
e
s
e
r
v

e
s
. 

re
 o

ft 

reasons 
a) If with every increase in the level of GDP, distribution of G

D
P is getting mo 

unequal, w
elfare level 

of the society 
m

ay 
n

o
t rise. Only few

er people tend 
to benefit from

 
a
n

 unequal distribution. H
ence, the gulf betw

een haves and 
have-nots m

ay increase w
hich results in lesser w

elfare of the society. 
6) Composition of G

D
P m

ay n
o

t be w
elfare oriented e

v
e
n

 w
hen the level of GDP 

C
) 

L
ending is 

d
o

n
e
 

n
o

t in 
cash

 b
u

t by 
w

a
y

 o
f opening 

d
e
m

a
n

d
 d

e
p

o
sits 

i
n

 

p
ercen

tag
e o

f th
e
ir d

em
an

d
 deposits. T

h
is is possible b

e
c
a
u

se
, b

a
n

k
s
 by w

a
y

 

o
f th

e
ir h

isto
rical experience k

n
o

w
 th

a
t only 

a 
sm

a
ll p

e
rc

e
n

ta
g

e
 o

f
 d

e
p

o
sits 

is 
w

ith
d

ra
w

n
 
a
s
 cash during a period o

f tim
e
. B

a
n

k
s enjoy 

c
o

n
f
id

e
n

c
e
 o

f
 th

e
 

people th
at th

eir m
o

n
e
y

 is safe w
ith

 th
e b

a
n

k
s. 

(d) 
E

xam
ple: If cash 

r
e
s
e
r
v

e
s
 o

f th
e c

o
m

m
e
rc

ia
l b

a
n

k
s 

a
r
e
 

1
0

,0
0

0
 a

n
d

 th
e
ir

 

d
e
m

a
n

d
 deposits (total liability o

f th
e c

o
m

m
e
rc

ia
l b

a
n

k
s to

w
a
rd

s
 th

e
 p

eo
p

le) 

a
r
e
 

10,000, th
en

 
the 

c
o

m
m

e
rc

ia
l 

b
a
n

k
s 

h
a
v

e
 
c
o

n
v

e
rte

d
 

7 
1

0
,0

0
0

 
inta» 

1
,0

0
,0

0
0

. Im
plying that th

e supply of m
oney

through d
ep

o
sit/cred

it c
re

a
tio

r- 

a
m

o
u

n
t
s
 to

 
1,00,000, e

v
e
n

 w
h

e
n

 c
a
sh

 r
e
s
e
r
v

e
s
 of the b

a
n

k
s a

r
e
 only 

10,000- 

lo
 tn

e
f
a
v

o
u

r
 o

f th
e
 b

o
rro

w
e
rs. T

h
u

s, cash 
r
e
s
e
r
v

e
s
 o

f th
e b

a
n

k
s 

a
r
e
 only 

a 
s
m

a
ll 

tends to rise. There is 
n

o
 direct increase in the w

elfare of the 
m

a
sse

s if GDP 
has risen owing largely to

 the increase in the production of defence goods. 
12. Given, consumption expenditure (C) 

=
 

160 +0.6Y
 

National incom
e (Y) 

=
 

R
 1,400 

Consumption expenditure, C
 

=
 

160 +
0.6Y

 
=

 1
6

0
+

0
.6

 (1
,4

0
0

) 

=
 

160 +
 

8
4

0
 

1
,0

0
,0

0
0

 
=

 
1

,0
0

0
 

10. 
C

r
e
d

it m
u

ltip
lie

r =
 

T
0

,
0

0
0
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enough ol publie 
econom

ies failto: gods whirh 
count for'ex 

"
n

e
e
d

s
 o

f the society. A
lso

, these 

,production w
h

ic
h

 o
fte

n
 lead

 to
 loss of 

atio ol cash 
Inercia 

bank 
ommercial bank 

satisfy collective 
Tnalities ofpt 

t
o

 t
h

e
 t
o

t
a
l
 

d
e
l
l
.
 

(a
c
c
o

rd
in

g
 t
o

 C
R

R
)
 a

r
e
 t

o
 b

e
 

bank. B
e
y

o
n

d
 t
h

e
s
e
 ieg

ally
 re

q
u

ire
e
 

to
 keep s

o
m

e
 
r
e
s
e
r
v

e
s
 w

ith
 th

e
r 

social w
eltare 

o
n

 
ount 

of environmenta 
its budgetary policy, the PlO

tation 
g

ralatio
n

 (including environm
enta 

p
u

b
lic goods (ike 

w
 and order 

efence, public adm
inistration). It also

 ad
d

resses 

(a) 
Nages received by 

an Indian working 

to
 be kept by 

hese cash 

9
T

-ren
ew

ab
le reso

u
rces). T

h
ro

u
g

h
 

ic
ie

n
t provision fo

r th
e supply o

f 

pollution and excessiv 
ks wih th 

commerca 
serves, th 

ploitation of the 
themselves. These arecal 

'chest 
fall 

in the value 
of dom

estic currency 
nm

ent makes 
reval bans 

environm
ental issues by 

offe 
LPG, S

olar an
d

 w
ind ener 

g 
Subsidlies 

o
n

 the 
u

s
e
 of cleaner ene 

term
s. 

and depreciation are different 

t
h

e
 
u

s
e
 o

f
 c

le
a
n

e
r
 e

n
e
r
g

y
 
(
C

N
G

, 
An elation to 

4 

D
e
v

a
l
u

a
t
i
o

n
 a
n

d
 d 

in situation 
calyationed by the government. 

It happens in s
l
 relati 

stic product of India b
ecau

se B
ritish

 e
m

b
a
ssy

 

16. 

tish
 em

bassy 
in

 In
d

ia
 is 

included in gross domestic produ 
is not a part of domestic territory of India, 

as Britis 
economic territory of Britain. 

n
o

t 

hy the forces 
ot supply and deman. 

en exha 

r
e
l
a
t
i
o

n
 to

 foreign c
u

rre
n

c
y

 w
hen exchange 

rate is 
su

p
p

ly
 a
n

d
 dem

and in the international 
both devaluation and depreciation lead to

 
a fall in the val 

c
u

r
r
e
n

c
y

 a
s
 p
l
a
n

n
e
d

 

em
b

assy
 is 

a 
p

a
rt o

f 

r
a
t
e
 

governm
ent o

f dift 
at is fixedh 

different countries. 

Financial aid received from abroad 
is 

not 
i 

(i) value of gross domestic product of India. 
" 

transfer payment. 

nestic « 
in

clu
d

ed
 w

hile estim
atin

g
 th

e 
urren 

determined by 
D

e
p

re
c
ia

t 
ation, 

o
n

 th
e o

th
e
r hand, is 

the falli in the value of dom 

s b
e
c
a
u

se
 fin

a
n

c
ia

l a
id

 is a 

money m
arket. 

by the foCEs 

(6) Compensation of Employees 
=

 W
ages 

in cash 
+

 Medical allowance 
Emplovers contn 

security schemes 
=

 
2,500 thousand 

+
 

500 thousand +
7

 2.000 thousand 

ne value of d 
currency. Consequently, 

c
o

n
tr

ib
u

tio
n

 
to

 
s
o

c
ia

l 

relation 
to

 
the foreign 

ts 
tend to 

becom
e cheaper 

in
 
te

rm
s
 o

f foreign currency. Accordingl 
to i 

=
 

R
 5,000 thousand 

(while im
ports a

r
e
 discouraged). 

O
r 

Compensation of employees 
=

 
R

 5,000 thousand. 
reserves of the central 

cau
se changes 

in the official1 
T

ransactions th
at 

known as official reserve transactions. 

When current account balance an
d

 capital account balance 
there is movement of official reserv

es of the central bank. 

O
r 

(a) 
T

h
e tlow

 o
f production, income and expenditure is 

a circular flow
. Producuo 

gives 
rise

to
 incom

e, incom
e gives rise

to
 dem

and 
for

goods and
services 

and dem
and in tu

rn
 gives rise 

to
 expenditure. Expenditure leads to Tu 

production. Thus, the
flow

of production, incom
e andexpenditure Deto

circular w
ith

 n
o

 beginning 
o

r n
o

 end. T
his flow 

is show
n 

in the figure givC 

oank an 
lance 

is not equal to 
? 

to ze 
balance and capital account balance is equal 

to zero, ther 

W
hen current account 

is no m
ovem

ent of official reserves of the central bank. 
Acommodating item

s in the balance of payments relate only to the movement 
below

: 

production 

oficial reserves w
ith 

a view
 

to correcting
B

oP im
balance.

Thus, official reserves 
are reduced w

hen there 
is B

oP deficit and 
are increase 

w'hen there is BoP surplus. 
Briefly, official reserves are used 

to
 elim

inate the situations of surplus and delia 
Circular Flow 

of Incom
e 

BoP 
15. 

Market economies 
are believed 

to
 

achieve optimum allocation of 
resourcs 

produang such goods 
and services w

hich 
the consum

ers w
ish 

to buy. 
B

ut t 
optimalallocation of resources achieved through the m

arket forces of supply
a 

dm
and

does n
o

t necessarily m
ean

 a
n

 efficient allocation of resources 
in

 term oduce 

I
a
l
 welfare. Social welfare often suffers 

a
s the m

arket economies do not prou 
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S
U

D
S

I
U

 

=
 

7 
1

8
5

 c
ro

re
. 

Interm
edate co

n
su

m
p

tio
n

 

d
r
i
n

g
 th

e
 p
e
r
i
o

d
 

W
h

e
n

 
a
n

 
e
d

u
a
te

e
 

p
e
ra

n
 

=
 
3

0
0

 c
r
o

r
e
 

a
b

l
e
 

jo
b

. 
t
h

e
r
e
 
e
m

e
r
g

e
s
 a 

i
n

g
a
r
e
 

t
h

e
 
p

r
i
n

c
i
p

a
l
 
a
u

s
e
s
 

l
e
c
a
d

i
n

g
 

2
8

 
n

ab
le tf

in
 

a
te

d
 unem

plym
ent 

Frollow
ing 

a
re

 t 

=
 
?
1

8
5

 
c
r
o

r
d

s
itu

a
tio

n
 o

f 
e
d

u
 

v
in

g
s
 a

r
e
 
t
h

o
s
e
 s

a
v

in
g

s
 w

h
ich

 
rio

d
 o

f o
n

e
 year. E

x
-p

o
st s people 

e
d

u
c
a
te

d
 u

n
e
m

p
ly

r 
y

rn
e
n

t 
in

 India 
t
o

 

intend t 
c
o

n
o

m
y

 a 
c
o

n
o

m
y

 d
u

r
i
n

g
 t
h

e
 

e
rio

d
 o

f o
n

e
 y

e
a
r. S

o
 the two 

(a
) 

O
n

 a
c
c
o

l
n

t
 o

f
 ra

p
irl 

e
x

 

c
o

lle
g

e
s
 

a
n

d
 

s
h

o
o

ls
,. 

tre
m

e
n

d
o

u
sly

. 
n

m
b

e
r
 

a 
i
n

s
u

t
u

t
i
o

n
s
,
 v

1
Z

.. 
u

n
i
v

e
r
s
t
u

C
s
.
 

i
a
t
e
d

 

p
e
r
s
o

n
s
 

h
a
s
 

i
n

c
r
e
a
s
e
d

 

P
A

n
i 

oferlurational in
su

tu
ti 

1
7

 

(
a
)
 E

a
l
s
e
.
 

E
x

-
a
n

t
e
 

m
 
t
h

e
 

F
a
l
s
e
.
 
I
f
 n
c
o

n
 

B
ecause, th

e
re

 is
 

c
o

n
s
u

m
p

u
O

n
)
 

I
n

 
t
h

e
 

e
c
o

n
 

A
P

C
 (=

 ) 
w

ill n
o

t
 b

e
 z

e
r
o

.
 

is 
z
e
ro

, 
a
v

e
ra

g
e
 P

ropensity 
to

 

m
in

im
u

m
 level1 

(b) 
E

d
u

c
a
tio

n
 sy

ste
m

 
in

 fn
d

ia is largely iegree-nriented 
5

e
-
r
i
e
n

t
e
d

,
 

i
n

s
t
e
a
d

 o
f
 j
o

b
-
o

r
i
e
n

t
e
d

.
 

P
re

c
e
d

in
g

 
a
c
c
o

r
d

i
n

g
 
t
o

 
t
h

e
 
n

e
e
d

s
 
a
n

d
 

0 
d

riv
e
n

 
h

y
 
a
b

o
u

r
-
s
a
v

i
n

g
 in

n
o

v
a
tiv

 
consume 

(c) 
G

row
th process 

in
 

th
e
 conuntry 

is 
n

o
t preceding acd 

saving 
c
q

u
a
l
.
 

o
m

e
 

puon kaut 
of consum

ptior 
i
s
 
a
l
w

a
y

s
 
s
o

m
e
 

e
c
o

n
o

m
y

 
e
v

e
n

 when 
incom

e 
level is 

m
eans 

o
t
 
t
h

e
 couniTy. înstead, 

it 
is

 being 
d

riv
e
n

 
b

y
 ta 

tech
n

o
lo

g
y

. 

1et0. 
s 

V
alue o

f
 in

v
e
s
tm

e
n

t m
u

ltip
lie

r
 
v

a
r
ie

s
 

b
e
tw

e
e
n

 

of investm
ent m

u
ltip

lier is 
1

, It can never 
O

ne 

be) 

O
r 

D
istre

ss 
sa

le
 

re
te

rs 
to

 
a 

situ
a
t 

a
u

 
t
h

e
r
s
 

a
r
e
 
c
o

m
p

e
i
l
e
d

 
t
o

 
s
e
ll 

t
h

e
i
r
 

m
a
t
t
e
r
 

w
h

e
t
h

e
r
 
m

a
r
k

e
t
 
p

r
ic

e
 
o

t
 
t
h

e
 

s
o

u
r
c
e
s
 
o

f
 
c
r
e
d

i
t
 

p
ro

d
u

ce im
m

ed
iately

 alter 
the harv 

p
ro

d
u

c
e
 is ta

v
o

u
ra

b
le

 
o

r
 

n
o

t. It happens w
here 

non-institutional 
so

u
rc

e
s su

c
h

 
a
s
 m

oneylenders. tr
a
d

e
r
s
 
a
n

d
 
c
o

m
m

i
s
s
i
o

n
 a

g
*

n
 

) 
F

a
l
s
e
.
 

wiit 
and \ess than 

0, and most it is 

u
m

 
v

a
l
u

e
 

A
t least it is 

=
 

i
n

s
t
i
t
u

t
i
o

n
a
l
 

a
re

 s
til in

a
d

e
q

u
a
te

. 
In

 
In

d
ia

, m
o

st o
f th

e
 
a
g

ric
u

ltu
ra

l c
re

d
it is 

IP
C

 is n
e
v

e
r
 n

e
g

a
tiv

e
. 

b
e
c
a
u

s
e
.
 

s
o

u
r
c
e
d

 
t
h

r
o

u
g

h
 

o
n

-
 

I
n

 c
a
s
e
 M

P
C

 
=

 
0

, 
cnthC

redit is easily available through these sources. B
u

t, o
fte

n
 it is tie

d
 w

ith
 t
n

e
 

. 

K
 
-
M

P
C

 
1

-
0

T
=

1
 

T
h

e
 th

ree se
rv

ic
e
s T

equired 
in

 the process o
f pow

er generation 
a
r
e
 th

e
 
t
o

l
o

w
i
n

S
 

d
c
r
o

 
to

 th
e
 len

d
erS

. D
istress sale thus b

eco
m

es u
n

av
o

id
ab

ie. 

In
 c

a
s
e
 M

P
C

 =
 1, 

K
 

=
 1-M

PC 
1

-T
O

a
 

value of K
 (m

ultiplier) alw
ays v

a
rie

s betw
een 

1 a
n

d
 

.
.
 

(a
) 

G
e
n

e
ra

tio
n

 o
f electricity

. 

(6
) 

T
ra

n
s
m

is
s
io

n
 o

f electricity
. 

(c) 
D

is
trib

u
tio

n
 o

f electricity. 

(infinity) 
T

h
e 

o
w

n
e
rs

h
ip

 O
t th

e
s
e
 
th

re
e
 services sh

o
u

ld
 b

e 
in

 
d

itfe
re

n
t h

a
n

d
s
. 

B
o

t
n

 u 

g
o

v
ern

m
en

t 
a
s
 
w

e
l
 
a
s
 th

e
 private plavers 

c
a
n

 
o

p
e
r
a
t
e
 in

 th
e
 
fie

ld
 
o

f g
e
n

e
ra

O
"
 

o
f e

le
c
tric

ity
. W

ith
 re

s
p

e
c
t to

 tra
n

sm
issio

n
 o

f g
e
n

e
ra

te
d

 e
le

c
tric

itv
, it s

h
o

u
la

 o
e
 

b
e
 le

ft f
o

r
 
t
h

e
 g

O
v

ern
m

en
t to

 take c
a
r
e
 o

f. D
is

trib
u

tio
n

 o
f electricity 

w
ill 

b
e
 O

 
se

rv
e
d

 if it is o
p

e
ra

te
d

 b
y

 p
riv

ate
p

lay
ers.

SECTION-B (Indian
Econom

icDevelopment) 
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19. 
False 

20. 
0H

t), 6)-), (C
-i), (d

)-n
) 

21. 
(o) inw

ard looking strategy 

3
0

. 
E

c
o

n
o

m
ic

 
r
e
f
o

r
m

s
 
o

t 
1

9
9

1
 (L

PG
 

re
fo

rm
s) 

c
re

a
te

d
 
m

ix
e
d

 
re

a
c
tio

n
s
 
a
t
 d

ifte
re

n
t 

lev
els 

in
 

th
e
 

country. 
T

h
e
 

eco
n

o
m

y
 

w
itn

essed
 

sig
n

iican
t gains 

in
 te

rm
s 

o
l
 

in
c
re

a
se

 i
n

 r
a
t
e
 o

f e
c
o

n
o

m
ic

 grow
th, in

flo
w

s o
f toreign in

v
e
s
tm

e
n

t. r
i
s
e
 i

n
 to

r
e
ig

u
 

e
x

c
h

a
n

g
e
 r

e
s
e
r
v

e
s
, T

is
e
 in

 ex
p

o
rts. co

n
tro

l o
n

 in
tla

u
o

n
, recognition o

t I
n

d
i
a
 a

s
 a

n
 

e
m

e
rg

in
g

 e
c
o

n
o

m
i
c
 p

o
w

e
r a

n
d

 a sh
ift fro

m
 s

ta
te

 m
onopoly 

to
 co

m
p

etiü
v

e m
a
r
k

e
t
.
 

H
o

w
e
v

e
r, th

e
 L

P
G

 policies h
av

e h
a
d

 its o
w

n
 s

e
t o

f challenges, in
 t

e
r
m

s
 o

f
 g

ro
w

in
n

g
 

u
n

e
m

p
lo

y
m

e
n

t, n
eg

lect o
f agriculture, u

rb
a
n

 c
o

n
c
e
n

tra
tü

o
n

 
o

f g
rO

w
th

 p
ro

c
e
s
s
, 

sp
read

 o
f consum

ption, lopsided p
a
tte

rn
 o

f grow
th, u

n
b

a
la

n
c
e
d

 g
ro

w
th

 a
m

o
n

8
 

o
th

ers. 
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21.9 per cent 

O
r 

head count ratio o
r poverty incidence ratio

 
23. 

74.04 

24. (a-), (6)-(m), (c)-6). (d)-i) 
25. 

Inform
alisation 

26. 
d) Both (a) and (6) 

27. 3 
to 1.8 

In
ta

c
t, 

p
u

rsu
al 

o
f L

P
G

 policies 
w

a
s
 

to
 

a 
g

re
a
t 

e
x

te
n

t 
a 

m
a
t
t
e
r
 

o
f
 
e
c
o

n
o

m
i
c
 

cC
o

m
p

u
lsio

n
 ra

th
e
r th

a
n

 
a 

m
a
t
t
e
r
 o

f c
h

o
ic

e
. \W

h
a
t is 

to
 b

e
 
r
e
c
o

m
m

e
n

d
e
d

 is th
a
t 

L
P

G
 policies a

r
e
 pursued w

ith
 guarded p

recau
ü

o
n

s. T
h

e
s
e
 p

re
c
a
u

tio
n

s
 in

c
lu

d
e
: 

84 
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internatic 
tional m

arket: 
big plavers (M

N
C

S) i 

and ihe 
xducers, an 

a
)
 

a 
w

.alch
 a

g
a
m

s
t 

to
 sa

fe
g

u
a
rd

 th
e
 

nom
ic intercsts o

f o
u

r domestic 

COun ntry. Inspi 
f their 

w
e 

of inlrast 
ck-start the pro 

the state in 

areas 
w

a
iv

e
rs in

 
th

e
 

31. 
C

om
prehensne

p
a
n

n
in

g
 in 

India (lau
n

ch
ed

 to
. 

31. Compre 
dence) focused 

o
n

 direct participation o
f t 

drain 
o

n
 sta

te
 fina 1anee 

w
ill be harm

ful for ti. 

A
 channclisation of foreign investm

ents (F
D

) 
m

o
o

 

If this prat 

v
e
rn

m
e
n

t shou 
etonomy at with ire 

ar 

asons. T
hese should be related to 

o 

food, clothing, housing, education and health facilities. 
T

he principal causes of poverty 
i 

cess ol g 
fiv

e
, faTm

 
loan w

aiver 
are 

"
"
A

n
 

w
A

lver continues in
aa 

e
rt finAnial resources. 

ead
. 

the 
ess them accordingy. Loan wavers should 

not be m
 

ners as 

analyse t 
th

e
 

ocess 
reasons behind 

le 
addres: 

orow
th and devclopm

ent. 
lt stressed 

o
n

 the need for 
a leading rolePon 

f such factors as c 
relatec . 

Nalvers shenon-paym
ent of far 

loans 
O

m
ic hardships of the farm

ers arising 

he pubile 
a
n

d
 

se
c
to

r enterpises, allow
ng private enterprisee to

 play only a secondary ro 

politica 
Toth 

certainly inhibited. 
It w

as also inhibito. 
factors 

as (TOp-tailure due 
to droughrs, loods 

or other na 

is defined 
as the inability 

to
 fulfil the minimum 

O
u

t 

extent private 
s
e
c
to

r w
a
s
 n

o
t allow

ed to
 
e
n

t
e
r
 certain areas of production 

Poverty is defined 
, 

oods 
o

r other natural ca.am
ities 

ree plav o
f the m

arket fo 

controls and quotas w
ere widely practiced 

a
s 

a strategy of blae 
3

4
.
 

planning 
preted a 

get m
inim

 
inimum consumption requirements for life. health and 

e 

im
 requirem

ents o
f ü

fe ve 
p

iies the inabilitv to 

n India. Yet. comprehensive planning in India should 
hould not be misinter 

not allow the free play of the market forces. 

a m
odel of grow

th th
at. 

ty in India a
re

 as follows: 

he faca 

the m
atter 

is that it 
w

a
s 

a m
odel of growth that regulated the free plar 

L
o

 
Low

 Level of National Product per capita: N
et national pro 

play sf the 
(a) 

erably low compared to its size 
o 

m
arket forces in

 a m
anner such that the scarce resources o

f the 
c 

promoung growth w
ith social justi 

E
s
 size of population. T

his im
pies grearer 

p
o

v
erty

. 

L
ow

 R
ate of Growth: Rate of growth of econom

y 
has 

b 

optim
ally uulised. 

justice. 
most 

O
r 

w
th

 o
t econom

y has been quite 
low

 
duT

In3 
d

e
d

 to
 

(6) Five Y
ear Plans in

 India. Low growth rate of per capita incom
e 

t
a
 

sustain poverty. 
(c) H

eavy Fressure o
f Population: Population 

has been rising 
at 

a 
rapiG

 a 
Heavy pressure of population adds 

to
 dependency burden. im

pivs 

the Ind 

disguised unemployment is ram
pant in rural sector of the 

T
he problem

 of 

economy. Lack of jobs outside agriculture is the ro
o

t cause of this problem T
 

is further compounded by 
the fact that the level of productivity 

has tended 
rise. Owing to

 mechanisation o
f agriculture, leading 

to
 a fall in the requirement of 

labour. Growth of food processing industry w
ill create job opportunities outside 

crop-farming. Surplus labour in agricultural sector w
ill be induced to

 m
o

v
e to non. 

farming occupations hoping 
to

 get higher w
ages and permanent employment. 

Farm
output w

ill
n

o
tsuffer, because m

o
re

w
orkers a

realready engaged in farming 
than required. Food processing and rise in agriculturalproduction

w
ill increase 

the am
ount of w

ork that needs 
to

 be done in farm
s. 

re
a
te

r 
poverty. 

(d) Intlationary PTessure: Owing to low G
D

P growth 
and high growtr r 

population, less developed econom
ies like India a

re
 vulnerable 

to
 inti 

spiral. It m
eans 

poverty. It erodes real incom
e of the households.

(e) 
C

hronic Unemployment and Underemployment: India is 
a co

u
n

try
 ststa 

ch
ro

n
ic unem

ploym
ent and underemployment.

Povertv 
is just 

a retlectiO
n o 

unem
ploym

ent. 

n
a
r
 

S
Ituation of persistent rise 

in prices. 
Intlation com

poun 
32.

In the
last

tw
o

decades, C
hina surpassed India 

in achieving higher 
rate

of GDP

growth. 
It managed 

to
 achieve 

th
e G

D
P growth

rate of nearly 10 per cen
t per 

an
n

u
m

 and that to
o

 alm
ost consistenly. 

In
 c

a
se

 of India,
G

D
P growth

rate is yet 

to
 touch 

the double digit. B
etw

een 1979-2017, average annual G
D

P growth 
in 

C
hina w

a
s estim

ated 
to

 be about 9 p
er cen

t.
It reached its peak (15.2

per cent) in 
1984,

and touched its bottom
 (3.8 p

er cent)
in 1990.

In
 2018,

G
D

P growth 
ra

te
 

w
a
s
 6.6 per cen

t.
T

h
e G

D
P

 growth
in

 India
show

ed
a substantial rise only after

1991,w
hen the country em

barked 
o

n
 reform

 path, th
e year w

hen N
ew

 Econom
ic

Policy 
w

a
s
 launched. H

ow
ever,

India has failed
to

 take big leaps,
unlike

C
hina.

33. 
M

ore than fifty
p

er c
e
n

t of the population in India is direcly
o

r
 indirectly dependent 

o
n

 agriculture for its so
u

rc
e

o
f living. T

h
ere a

r
e
 approximately 12.56

cro
re

sm
all

and m
arginal farm

ers in
 th

e
 country. Agriculture in

 In
d

ia
is yet to

 m
odernise to

 the 

ex
ten

trequired. G
iven

the distress in
 th

e agriculture se
c
to

r
an

d
 the deteriorating 

conditions 
o

f farm
ers 

in
 
th

e
 country, there 

a
r
e
 repeated 

instances o
f farm

 loan 

C
ap

ital Deficiency: 
Capital 

stock 
an

d
 capital

form
ation 

continue
to

 
b 

highly
deficient. L

ack o
f capital points 

to
 low

 production capacitv. 
in

 turn. 
lo

w
 production capacity leads 

to
 low

 level
o

f em
plovm

ent. 
A

n
d

. 
lo

w
 lev

el 
o

t 

em
ploym

ent im
plies

high level o
f poverty.

ndha is em
erging

a
s o

n
e
 of the m

o
st favourable m

ed
ical

to
u

rism
d

e
sü

n
a
tio

n
s in

 
th

e
 w

o
rld

.
T

h
e
 rise is o

n
 acco

u
n

t o
f the follow

ing reasons: 

O
r 

(a) 
C

o
st o

f m
edical

tre
a
tm

e
n

t in In
d

ia
is signiticantly 

lo
w

er
th

an
 in

 
m

o
s
t
 o

f th
e
 

developed c
o

u
n

trie
s o

f th
e w

orld. 

6
) 

In
d

ia
offers

high quality m
edical services, especially tertiary h

e
a
lth

c
a
re

 w
h

ic
h

 

are at p
ar w

ith those
offered in the w

est at significantdy high price.87 
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