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Relevance of NCERTs 

 Complete coverage of UPSC syllabus 
 Helps in building conceptual clarity 
 Simple & Lucid explanation 
 Direct questions in Prelims & Mains exam 
 Authentic & Reliable source 

 

Coverage Unique Features 

 Chapterwise Summary of all 

relevant NCERTs from class 6th 

to 12th  

 Coverage of all topics & 

Subheads of each chapter 

 MCQs & Explanations for 

Prelims based on each chapter 

 Mains questions wherever 

necessary 

 Audio Visual Explanations 

 

 Relevance rating at the 

beginning of each chapter 

 Contents aligned as per the 

UPSC requirements 

 Simple language and effective 

presentation 

 Use of flow charts, tables, 

diagrams etc. for better clarity. 

 Key Takeaways from each 

chapter 
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Message to aspirants 

 

Dear Aspirants, 

A warm welcome to you from team DashoVidya!!! 

We are extremely grateful to you for showing trust in us and choosing this summary book 

to complement your preparation and make your UPSC preparation journey smooth. 

We are aware with the fact that NCERT is an important book to provide the fundamental 

understanding of the core concepts which are mentioned in the UPSC syllabus. Direct 

questions from NCERTs are also being asked in UPSC prelims and Mains exam on a regular 

basis. But the irony is, most of the students either skip reading NCERTs or they refer it in 

the later stage of their preparation. 

We do understand the practical difficulties faced by the students in referring NCERTs as it 

becomes a lengthy and time consuming process to cover all the subjects from class 6th to 

12th. 

Keeping all these factors in mind, we have tried to make the NCERT reading easy and 

effective with our Summaries. These summaries cover all the topics of the chapters and, 

are drafted and explained in a simple and lucid manner with some unique features like 

relevance rating, key takeaways etc. We have tried to keep the essence of NCERTs intact by 

keeping some of the tables, graphs etc. in the same manner so as to emphasize their 

significance in the UPSC exam.  

In order to make these summaries more relevant w.r.t. UPSC exam, we have supplemented 

them with MCQs (covering previous year ques; if any) and their explanations along with 

Mains questions wherever necessary. 

Students, you have already chosen a challenging path of preparing for one of the toughest 

exam, therefore, we have tried our best to provide you with an exclusive and unique 

material to make your journey effective and goal-oriented. 

 

Your valuable input in the form of feedback is really important to us. You can mail us @ 

dashovidya.upsc@gmail.com or contact us @ 895852855. 

 

Best Wishes!!! 

Thank You. 
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Zulfiqar sir was a pillar of inspiration for me as he took my hand and introduced 
me to the rich culture of economics. He imbibed the fundamentals of economics 
in me and encouraged to dig deep and seek further knowledge in this field. Sir, 
without you this work would have been impossible. Hereby, I dedicate this work 
to my mentor Zulfiqar sir. 
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Chapter Overview: 

 

This chapter deals with 

 Basic concepts of development 

 Income and other parameters for measuring development 

 Human Development Index 

 Sustainability of development 
 

Note: This summary should be supplemented with basic reading of NCERT. 

 

 

CHAPTER 1– DEVELOPMENT 
 

  

 

 

 

 

 

 

 

 

 

 What Development promises - Different People, Different Goals 

 

Every individual aspires or desires what he/she would like to do or how he would like to live. For 

example, they may wish for a better life, good health, equality etc. Different persons can have 

different developmental goals (Refer table 1 below). At times, two persons or a group of persons 

may also seek things which are conflicting.  

Conflicting Aspirations/ Developmental Goals: 

Industrialists – construction of more dams for more electricity 

          Tribal – fear such construction due to submergence of land, instead they prefer small check 

dams for irrigation. 

Therefore, what may be development for one may not be development for other. 

 

Table 1: Developmental Goals of Different Categories of Persons 

Category of Person Developmental Goals/Aspirations 

Landless rural labourers Better wages, more days of work, quality education 

Prosperous farmers from Punjab Higher Minimum Support Price 

A rich urban girl As much freedom as her brother 

Industrialist Better Infrastructure 

 

 

 

Relevance rating: 3.5/5 

 Civil Service syllabus: Indian Economy and issues relating to planning, mobilization 

of resources, growth, development. 

 This chapter is important from the perspective of prelims as well mains and essay 

based on this chapter can directly be asked. 

mailto:dashovidya.upsc@gmail.com


DashoVidya  IAS – NCERT Summary 
                          (Understanding Economic Development - Class 10th) 
             

DashoVidya IAS, email id: dashovidya.upsc@gmail.com; Telegram: https://t.me/DashoVidyaIAS 2 
Contact no - 8595852855  

 Income and Other Goals 

For development, people look at a mix of goals 

INCOME OTHER GOALS 

 

Higher wages, Good salary, better prices for 

product and service etc. – These all represents 

form of income which can be quantified in 

monetary terms. 

 

Better working environment, equal treatment, 

freedom, security, dignity, good health etc. – 

Besides Income, these all represent some other 

goal which is qualitative in nature and cannot 

be quantified in monetary terms. However, 

these goals are in no way inferior to Income. 

 

Hence, the developmental goals are not only about better income but also about other important 

things in life. 

 National Development and Comparison of different countries or states 

Individuals seek different goals for themselves and their notion of national development is also 

different. People can have different as well as conflicting notions of a country’s development. 

However, there should be certain common understanding about nation’s development so that it can 

be compared with other countries. 

 

In order to compare countries, their income is considered to be one of the most important 

attributes. On the basis of per capita income, countries are classified as developed and under 

developed. In World Development Report (2017) published by World Bank, based on per capita 

income the countries have been classified as below: 

 Per Capita Income ≥ US $ 12,056 per annum - Developed countries 

 Per Capita Income ≤ US $ 955 per annum – Low Income countries 

 

India comes in the category of low middle income countries because its per capita income in 2017 

was just US$ 1820 per annum. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Per Capita Income (Average Income) – It is the total income of the country divided by 

by its total population. 

Why average income is considered and not total income for comparison? 

Total income is not considered because different countries have differernt population and it 

does not reflect what an average person is likely to earn. 

 

Note: while average income is useful for comparison it does not tell us how this income is 

distributed among people i.e. they hide disparities. 
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 Income and Other Criteria 

As we understood above, people do not just think of better income but also aspire for other goals 

like freedom, equal treatment, security, respect etc. Similarly, besides average income, nation also 

aspires for other goals which are considered very important like infant mortality rate, literacy rate, 

gross enrolment ratio etc. This can be better understood from the below tables 2 and 3. 

 

Table 2: Per Capita Income of select states 

State Per Capita Income (in Rs.) 

Haryana 1,80,174 

Kerala 1,63,475 

Bihar 34,409 

 

Table 3: Other comparative data on Haryana, Kerala and Bihar 

State Infant Mortality Rate 

per 1000 live birth 

(2017) 

Literacy Rate % 

(2017) 

Net Attendance Ratio          (Per 

100 persons) secondary stage 

(age 14 and 15 yrs.) (2013-14) 

Haryana 30 82 61 

Kerela 10 94 83 

Bihar 35 62 43 

 

If we analyse the above two tables, Haryana has more per capita income (table 1) but, for all other 

indicators, Kerala is more developed than Haryana (table 2). Therefore, Per Capita Income /Average 

Income should not only be considered as a true reflector of overall development of a nation. 

 

 

 

 

 

 

 

 

 

 

 Public Facilities:  

Why some states lag behind in other developmental parameters inspite of having a high per capita 

income? 

Income by itself is not a completely adequate indicator of overall development as it cannot buy a 

pollution free environment, protect you from infectious diseases etc. So, it is important that the states 

ensure public facilities such as adequate healthcare facilities, better education system, good 

transport system, effective PDS etc. This is the reason that Kerala performs well than other states in 

various parameters (refer table 3). 

Infant Mortality Rate (or IMR) indicates the number of children that die before the age of 

one year as a proportion of 1000 live children born in that particular year. 

 

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

 

Net Attendance Ratio is the total number of children of age group 14 and 15 years attending 

school as a percentage of total number of children in the same age group. 

Note: These tables & data are very 

important. If used at appropriate 

places in the mains answer, it makes 

them very effective. 
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 Human Development Report (Imp for Prelims) 

In the previous paragraphs, we have already discussed that even though the level of income is 

important, yet it is an inadequate measure of the level of development. Therefore, we needed one 

specific indicator (Human Development index) which can measure the overall development of a 

nation in both qualitative and quantitative terms and can easily be compared.  

UNDP publishes one such report which is known as Human Development Report. It compares 

Countries based on  

1) Life Expectancy at Birth 

2) Mean Years of Schooling 

3) Gross National Income (GNI) per capita 

 

 

Table 4: SOME DATA REGARDING INDIA AND ITS NEIGHBOURS 

FOR 2017 

Country Gross National 

Income (GNI) per 

capita (2011 PPP $) 

Life Expectancy 

at Birth (2017) 

Mean years of Schooling 

of people aged 25 years 

and above (2017) 

HDI rank in 

the world 

(2018) 

Sri Lanka 11,326 75.5 10.9 76 

India 6,353 68.8 6.4 130 

Myanmar 5,567 66.7 4.9 148 

Pakistan 5,331 66.6 5.2 150 

Nepal 2,471 70.6  4.9 149 

Bangladesh 3,677 72.8 5.8 136 

 

Notes: 

1. Human Development Index (HDI) ranks in above table are out of 189 countries in all. 

2. Life Expectancy at birth denotes, as the name suggests, average expected length of life of a 

person at the time of birth. 

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

done in a way so that every dollar would buy the same amount of goods and services in any 

country. 

4. UNDP - United Nations Development Programme is the global development network of the 

United Nations. 

 

 Sustainability of Development (Important for Mains: GS & Essay) 

Sustainable development is development that meets the needs of the present without compromising 

the ability of future generations to meet their own needs. 

“We have not inherited the world from our forefathers — we have borrowed it from our children.” 

(Note: This statement can be used in way forward of GS answers and in essay also.) 

 

We all desire the development to go up further or at least be maintained for future 

generations. However, many scientists have been suggesting the method of development 
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that we have adopted is not sustainable, particularly, since the 2nd half of the twentieth 

century. 

For e.g. –  

1. Overuse of groundwater - Recent evidence suggests that the groundwater is under serious threat 

of overuse in many parts of the country. Nearly one-third of the country is overusing their 

groundwater reserves. 

Groundwater overuse is particularly found in the agriculturally prosperous regions of Punjab 

and Western U.P., hard rock plateau areas of central and south India, some coastal areas and the 

rapidly growing urban settlements. 

 

2. Depleting crude oil reserves 

 

Crude oil reserves 

Region/Country Reserves (2017) (Thousand 

million Barrels) 

Number of years reserves 

will last 

Middle East 808 70 

United States of America 50 10.5 

World 1697 50.2 

 

The issue of environmental degradation, overuse of natural resources etc. is not nation or state 

specific. Since the question of development or progress is perennial and our future is linked together. 

Hence sustainable development is the need of the hour. 

 

 

 

 

 

Key Takeaways:   

 There cannot be one developmental goal for all the people. It depends upon one’s 

own need and desire. 

 Similarly, Per capita income is one of the important factor to measure nation’s 

development but other qualitative aspects like literacy rate, health infrastructure etc. 

should also be taken into account.  

 Specific indicator such as HDI is used to measure and compare overall development 

of nations. 

 Balance between development and environment needs to be taken care of. That will 

ensure sustainability of development. 
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Chapter Overview: 

 

This chapter deals with 

 Sectoral Classification of economic activities – Primary, secondary and tertiary 

sector, organised & unorganised sector etc. 

 Fundamental concept of GDP 

 Problems caused due to change in the roles of sector – from primary to service 

sector 

 
Note: This summary should be supplemented with basic reading of NCERT. 

 

CHAPTER 2– SECTORS OF THE INDIAN ECONOMY 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 Sectors of economic activities 
 

What is sector? 

 

People are engaged in various economic activities like production of goods & services, trading, 

transportation etc. These activities are grouped under different heads based on common features or 

other important criteria and those groups are known as sectors. 

 

India’s economic activities classification 

On the basis of economic activities On the basis of work conditions On the basis of ownership 

Primary 

Sector 

Secondary 

Sector 

Tertiary 

Sector 

Organised 

sector 

Unorganised 

sector 

Public 

Sector 

Private 

sector 

 

 

 

 

Relevance rating: 3.5/5 

 Civil Service syllabus: Indian Economy and issues relating to planning, mobilization 

of resources, growth, development and employment. 

 This chapter gives basic idea of some of the very important concepts like GDP, 

sectoral classification etc. which is very useful for understanding overall Indian 

economy. 

 Various facts and figures like GDP contribution, employment in different sectors are 

very handy to use in mains answer writing.  
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Table 1: Classification of Sectors based on economic activities 
 

 

1.Primary sector (Agriculture 

and related sector): 

 

 When goods are produced by 

exploiting natural resources.  

 It forms the base for all other 

products that are 

subsequently made. 

 Most of the natural products 

that we get are from 

agriculture, dairy, fishing, 

forestry. Hence, this sector is 

also called as Agriculture 

and related sector. 

 E.g. – Cotton, milk, minerals 

and ores etc. 

 

 

2.Secondary sector (Industrial 

sector):  

 

 When natural products are 

changed into other forms 

through ways of 

manufacturing. 

 This sector is associated with 

different kinds of industries, 

therefore, known as Industrial 

sector. 

 E.g. – Manufacturing of sugar 

using natural raw material 

sugarcane, clothes are 

manufactured from natural 

raw material cotton etc. 

 

 

3.Tertiary sector (Service 

sector): 

 

 When activities are performed 

to support primary and 

secondary activities. 

 These activities do not 

produce a good but they are an 

aid or a support for the 

production process. 

 These activities generate 

services rather than goods, 

therefore, known as service 

sector. 

 E.g. – Transport, storage, 

communication, banking, 

trade etc. 

 

 

(Note: Economic activities, though, are grouped together into three different categories, are highly 

interdependent. 

E.g. – Sugar mill, a secondary sector economic activity, is highly dependent on Sugarcane which is 

associated with primary sector.) 

 

 Comparing the three sectors 
 

In an economy, each sector contributes to the production of goods and services and in providing 

employment. There could be one or more sectors which are dominant in terms of total production 

and employment, while other sectors can be relatively small. 

 

How do we count the various goods and services and know the total production in each sector? 

 

Counting the production of goods and services from each sector is an enormous task and therefore 

value of goods and services are used rather than adding up the actual numbers. 

The value of final goods and services produced in each sector during a particular year provides the 

total production of the sector for that year and the sum of production in the three sectors gives Gross 

Domestic Product (GDP) of a country. 

GDP is the total value of all final goods and services produced within a country during a particular 

year. 
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A pertinent question may arise in the minds of the aspirant; why are only final goods and services 

counted? 

Intermediate goods are used up in producing final goods and services. The value of final goods 

already includes the value of all the intermediate goods that are used in making the final good. E.g. 

- The value of biscuit (final goods) includes the value of flour and wheat (intermediate goods). 

Therefore, considering their value separately will not be correct because if we do that we would be 

counting the value of the same things a number of times. 

Historical change in sectors 

General pattern of change in the importance of sectors in terms of production and employment  

  

 

 

 

 

 

 

 Primary, Secondary and Tertiary sectors in India 
 

Rising importance of the tertiary sector in production 

 
(Graph1: GDP by primary, secondary and Tertiary sec.) 

1. Primary sector

•At the initial 
stage of 
development, 
primary sector 
was the most 
important sector 
of economic 
activity as most 
of the good 
produced were 
natural products 
and most people 
were employed 
in this sector.

2. Secondary sector

•Later, because 
of the new 
methods of the 
manufacturing, 
factories came 
up and started 
expanding. 
Hence over a 
time, a shift had 
taken place and 
this sector 
became 
important.

3. Tertiary sector

•There had been 
a further shift 
from secondary 
to tertiary 
sector. This 
secor has 
become the 
most important 
in terms of total 
production and 
employment.

From the analysis of graph 1, it 

can be inferred: 

 

Over the forty years between 

1973-74 and 2013-14, while 

production in all the three sectors 

has increased, it has increased the 

most in the tertiary sector. 

As a result, in the year 2013-14, 

the tertiary sector has emerged as 

the largest producing sector in 

India replacing the primary 

sector. 
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Why is the tertiary sector becoming so important in India? 

We have seen above that generally a gradual shift from primary to secondary and then to tertiary is 

observed but in case of India a direct shift from primary to tertiary is observed and the tertiary sector 

has become the most important sector. There could be several reasons: 

1. In a developing country like India, Government has to take the responsibility for the provision 

of basic services like hospitals, educational institutions, post and telegraph, transport, banks 

etc. 

2. Greater the development of the primary and secondary sectors, more would be the demand for 

supporting services like transport, trade, storage etc. 

3. With the rise in income level and urbanisation, demand for services like tourism, private 

schools, restaurants etc. also increases. 

4. Over the past three decades, Information and Communication services have rapidly increased. 

(Note: In service sector too, not all the services have grown equally rather a part of this sector is 

growing in importance.) 

Where are most of the people employed? 

It is important to note that while there has been a change in the share of the three sectors in GDP, a 

similar shift has not taken place in employment (Refer below table 2). Primary sector continues to be 

the largest employer even now. This happened because enough jobs were not created in secondary in 

tertiary sectors 

(Note: Even if we consider the recent data, numbers have changed but still the order is same)  

Table 2 Contribution of sectors in GDP (%) appx Contribution of sectors in employment (%) 

Primary Secondary Tertiary Primary Secondary Tertiary 

1973-74 40 12 48 71 11 18 

2013-14 14 18 68 44 25 31 

 

Implications: 

Disguised unemployment – There are more number of people engaged in primary sector, mainly in, 

agriculture than required. In other words, workers in agricultural sector are underemployed where 

people are apparently working but all of them are made to work less than their potential. 

It also means if we remove a lot of people from agricultural sector, agricultural production will not 

suffer. 

(Note: The phenomena of underemployment can also happen in other sectors.) 
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How to create more employment? (Important for Mains) 

Long term measures Short term measures 

 Direct expenditure by government in rural 

infrastructure like irrigation facilities, rural 

roads etc. – It will improve the agricultural 

production. This will help in reduction of 

underemployment. Also, it will help in 

generation of employment in service sector. 

 Provision of loans to the farmers – If loans 

are provided at reasonable rate to the farmers, 

they will be able to buy the necessary inputs 

like seeds, fertilisers etc. This would save their 

cost on the inputs and they will be able to invest 

more in production of crops. More people 

would be needed to employ to increase 

production. 

 Identification and promotion of local 

industries in semi-rural areas – large number 

of people can be employed.  

E.g. - setting up of mill to process rice, dal etc., 

Honey collection centres, food processing 

industries etc. 

 Development of social infrastructure like 

school, hospitals etc. – Large scale 

employment will be generated in building 

infrastructure. 

 Promotion of tourism, regional crafts 

industry or new services like IT. 

  

 Short term measures like providing 

employment schemes by government in 

which people can be employed for a temporary 

period of time. 

e.g. - MGNREGA 2005, Food for Work 

programme etc. 

 

 

  

 Division of sectors as organised and unorganised (on the basis of work conditions) 
  

Organised Sector Unorganised sector 

Enterprises or places of work having following 

features: 

 Terms of employment are regular 

 Established formal processes and procedures 

 Registered by government and have to 

follow its rule and regulations such as 

Factories act, Minimum wages act, Gratuity 

act etc. 

Benefits enjoyed by workers: 

 Security of employment 

 Expected to work only a fixed no. of hours 

Enterprises or places of work having following 

features: 

 Small and scattered units 

 Largely outside the control of the 

government 

 Rules and regulations are not followed 

 Terms of employment are not regular 

 

Issues of working in unorganised sector: 

 Low paid and irregular & insecure jobs 

Mahatma Gandhi National Rural 

Employment Guarantee Act 2005 

(MGNREGA 2005) 

Important features: 

 Right based framework 

 Guaranteed 100 days 

employment by government 

 Unemployment allowance 

if government fails to 

provide employment. 

 

mailto:dashovidya.upsc@gmail.com


DashoVidya  IAS – NCERT Summary 
                          (Understanding Economic Development - Class 10th) 
             

DashoVidya IAS, email id: dashovidya.upsc@gmail.com; Telegram: https://t.me/DashoVidyaIAS 11 
Contact no - 8595852855  

 Paid leave, free medical benefits, provident 

fund, gratuity etc. 

 Pension after retirement 

 Safe working environment. 

 No provision for paid leave, medical 

benefits, provident fund, gratuity etc. 

 No provision for pension 

 Mostly working environment is not safe. 

 

How to protect workers in the unorganised sector? 

Employment opportunities in the organised sector have been expanding very slowly. Therefore, large 

number of workers are forced to enter the unorganised sector and they face various challenges as 

explained above like low wages, insecurity etc. 

 In rural areas, the unorganised sector workers mostly comprise of landless agricultural labourers, 

small and marginal farmers, sharecroppers, artisans etc. They need to be supported through 

facility for the timely delivery of seeds, credit, storage, marketing outlets etc. 

 In urban areas, the unorganised sector workers mostly comprise of workers in small sector 

industry, casual workers in construction, trade and transport, street vendors etc. They need support 

in the form of various incentives for small sector industry, provision of security for casual 

workers, various schemes directly benefitting them etc. 

 

 Sectors in terms of ownership 
 

 

 

 

 

 

 

 

 

Why do government spend on several things needed by the society such as construction of roads, 

railways etc.? 

Private sector will not be able to provide these services at a reasonable cost 

 Spending such large sum of money is beyond their capacity 

 Difficult to collect money from thousands of people for providing those services 

 Higher charges from consumers for their service if they manage to provide service 

Hence, Governments have to undertake such heavy spending and ensure that these facilities are 

available for everyone. 

Public Sector 

The government owns most of 

the assets and provides all the 

services. 

e.g. – Railway, post office etc. 

 

Objective – Profit and social 

welfare 

 

Private Sector 

Ownership of assets and 

delivery of services is in the 

hands of private individuals or 

companies. 

e.g. – RIL, TISCO etc. 

 

Objective – Earning profit 
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There are certain activities which need government support otherwise private sector may not be able to 

continue their production. E.g. – Government produce and supply electricity at rates which these 

industries can afford. 

Similarly, providing basic services like health, education etc. lies with the government and government 

must spend on these activities.  It is also the duty of the government to take care of the poorest and most 

ignored regions of the country through increased spending in such areas. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Key Takeaways:   

 Concept of GDP and contribution of various sectors to the GDP. 

 For the last 30 years, tertiary sector contribute most to the GDP, the majority of the 

employment remains in the primary sector. 

 There is a phenomena of underemployment in primary sector and mainly in agriculture 

which is also a case of disguised unemployment. 

 Unorganised sector employs more than 80 % of the work force but also offers various 

challenges which are unfavourable for the employees. 

 Provision of various services still lies with the public sector considering the inability of 

private sector and also to ensure providing services at reasonable cost to the common 

citizen. These cannot be left on the private sector. 
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Chapter Overview: 

 

This chapter deals with 

 The concept of Money: Currency and Demand Deposits 

 The system of Credit and its availability through formal and informal channels 

 Role of SHGs in reducing dependency on informal sector loans 

 
Note: This summary should be supplemented with basic reading of NCERT. 

 

CHAPTER 3– MONEY AND CREDIT 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 Money as medium of exchange 
 

Why money is used as a medium of exchange? 

       Before money was used as a medium of exchange, Barter System was in existence where 

goods were directly exchanged without the use of money. The major shortcoming of this 

system was one of its essential feature i.e. Double coincidence of wants. 

 

       Double coincidence of wants: Both the parties involved in the transaction have to agree to 

sell and buy each other’s commodities. It used to be very difficult to find this situation as 

mutual wants of the buyer and seller are less likely to be fulfilled simultaneously. 

 
Gradually, money evolved as a medium of exchange to overcome the shortcoming of the barter 

system and provided the crucial intermediate step. It eliminated the need for double coincidence of 

wants. Now money acts as an intermediate in the exchange process, and therefore, it is called a 

medium of exchange. 

 

 

 

 

Relevance rating: 3/5 

 Civil Service syllabus: Indian Economy and issues relating to planning, mobilization 

of resources, growth, development and employment. 

 Some of the topics of this chapter has interlinkage with GS paper 2 syllabus i.e. 

Development Processes and the Development Industry — the Role of SHGs, various 

groups and associations. 

 Direct questions have been asked on SHGs (one topic of this chapter) in mains exam. 

Topics like Credit system, SHGs can provide an important input for some of the 

topics in essay. 
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 Modern forms of Money 
 

 

  

 

                           

                

             

 

 

 

 

 

 

 

  

 Loan activities of Banks 

Banks act as an intermediary between the depositors (who have surplus funds) and the borrowers 

(who are in need of money). Look at the below picture to understand it further: 

 

  

  

 

 

 

Banks keep only a small proportion of deposits as cash to meet the withdrawal requirement of the 

depositors and use the major portion of the deposits to extend loan. Bank charges higher interest rate 

on loan than what they offer on deposits and the differential interest is their main source of 

income. 

 

 Modern currency is not made of 

precious metals such as gold, silver 

and copper. 

 It does not have any use on its own. 

 Modern currency is authorised by 

government of India to be accepted 

as a medium of exchange 

 Reserve Bank of India issues 

currency notes on behalf of central 

government. 

 No individual in India can refuse a 

payment made in rupees for settling 

transactions in India. 

 

 After meeting day to day needs, 

people deposit their money with the 

banks. 

 Deposits in the bank accounts can 

be withdrawn on demand, these 

deposits are known as demand 

deposits. 

 Why are demand deposits 

considered as money? 

The facility of cheque against 

demand deposits makes it possible 

to directly settle payments without 

the use of cash. Thus, it has the 

essential features of money and 

widely accepted as a means of 

payment. 

 

Deposits with Banks Currency – paper notes and coins 

 Depositors 

(Deposit the 

money and get 

interest) 

Banks (An 

intermediary) 

Borrowers 

(Take loan and 

repay loans 

with interest) 
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 Two different credit situations 

Credit (loan) refers to an agreement in which the lender supplies the borrower with money, goods 

or services in return for the promise of future payment. It can be useful for the borrower or it can 

further worsen his situation. 

 

 

 

 

 

                           

 

 

 

 

 

 

 Terms of credit 

It refers to the interest rate, collateral and documentation requirement, and the mode of repayment 

that a borrower and a lender agrees upon. The terms may vary depending upon the nature of the 

lender and the borrower. 

     Collateral – It is an asset that the borrower owns (such as land, building, vehicle, livestock deposits 

with bank) and uses this as a guarantee to a lender until the loan is repaid. 

Sources of credit – Local money lenders, banks, employer, cooperatives. The interest rate and other 

terms of credit differ for each of them. For e.g. the interest charged by the local money lender is 

much higher than the interest charged by the bank. 

 

 

 

 

 

1. Helps to increase earning: 

 

It meets the working capital needs 

of production i.e. it helps meet the 

ongoing expenses of production 

and to complete the production on 

time, and thereby increases the 

earning. Credit therefore plays a 

vital and positive role in this 

situation. 

2. Push the borrower into debt trap: 

 

In certain situations, particularly in 

crop production, repayment of 

loan is impossible because of 

failure of production. Thus, to 

repay the loan, borrowers either sell 

their property or take further loan 

from elsewhere. Credit in this case 

pushes the borrower into a 

situation, known as debt trap, from 

where recovery is painful. 

Credit situations 
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 Formal Sector Credit in India 

The various sources of loan as described in the above section such as banks, cooperatives, money 

lenders, employers etc. can be conveniently grouped into Formal and Informal sector loan: 

 

Comparison 

parameters 

Formal Sector Loan Informal Sector Loan 

Examples 

 

 Banks and cooperatives Moneylenders, employers, friends and 

relatives etc. 

Supervision  Reserve bank of India supervises the 

functioning of formal sources of loans. 

 RBI monitors about the requirement 

of maintaining minimum cash 

balance. 

 It also monitors the flow of credit to 

all the sectors and not just to profit 

making businesses. 

 Periodically, Banks have to submit 

reports on their lending activity 

No organisation to supervise 

Means 

adopted 

Fair means are adopted for extending and 

recovering loans. 

Unfair means can be adopted for credit 

activities. 

Interest 

rates 

Reasonable interest rates are charged Often, unreasonably high interest rates 

are  charged  

Income 

generation 

Since interest rates are reasonable and 

low, it saves cost and thereby helps in 

increasing income of the borrower. 

High interest rates increase the cost and 

sometimes the final repayment amount 

is higher than the income of the 

borrower. Thus, mostly it reduces the 

income  

 

     It is pertinent to note that the most of the loans availed are from the informal sector, particularly in 

rural areas and among the poor people (including urban poor). Rich households avail most of their 

loan requirement from formal sector. 

 Formal sector meets only about half of the credit needs of the rural people. 

 Distribution of formal credit is also unequal. 

For the reasons mentioned above and in the table for the informal sector credit, there is need to 

lend more by the formal sector. Also, it should be ensured that access to formal credit should 

be available to everyone. This would help in generating higher income and people can avail loans 

for their various needs. Cheap and affordable credit is crucial for the country’s development. 
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 Self-Help Groups (SHGs) for the people (Imp for Mains) 

Why are poor people still dependent on the informal sources of credit?  

 Formal sources of credit such as banks are not available to all the places in rural India. 

 Getting a loan from a bank or any other formal sources are much more difficult than the 

informal sources due to requirements of collateral, documentation etc. 

 Familiarity with the informal sources like money lenders, friends etc. Therefore, borrower 

can easily approach them. 

 Further loan can be taken from the money lender even without paying the previous one.  

Problems if loan taken from informal sources: 

 High interest rates 

 No formal records  

 Harassment of borrowers by lenders. 

Therefore, there is a consistent attempt in every possible way to increase the formal channels of 

credit and one such method is to organise Self-Help groups. 

Self-Help group is about organising rural poor, in particular women, into small groups and pool 

their savings depending on their ability to save. 

Advantages of SHGs: 

Financial advantages: 

 Members can take small loans from the group itself with low interest rates. 

 It makes eligible for taking loan from formal institutions like banks. Banks even extend them 

loan without having any collateral. 

 Loan to SHGs are also extended for self-employment opportunities for the members. For e.g. 

– Small loans are provided to the members for releasing mortgage land, meeting working 

capital needs, for housing material, for buying assets like sewing machines, handloom etc. 

 Decisions regarding the purpose, amount of interest, repayment schedule etc. are decided by 

the group members itself. Hence, utmost discipline is maintained in payment of loans. 

 These all ensures timely availability of loans at reasonable rates. Also, problem of lack of 

collateral is also overcome. 

Non-financial advantages (other associated advantages) 

 Building blocks of organisation of the rural people. 

 Helps rural women to become financial independent. 

 Provides a platform to discuss and act on a variety of social issues such as health, nutrition, 

domestic violence etc. 
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Key Takeaways:   

 Demand deposits are also a form of money. 

 Banks play an important role of intermediary between those who need funds 

(borrower) and those who have surplus funds (lender). Thus, helps in running the 

economic activities in the country. 

 Loan must be effectively utilised in the production process and repaid timely 

otherwise it can push the borrower into debt trap. 

 Getting loan from informal sector is easier but it has huge repercussions. 

 Informal sector dominates in terms of making loan available to the rural area and poor 

people. 

 Formal sector credit system should be made available to everyone so that dependence 

on informal sector becomes less. 

 One of the important development in reducing dependence on the informal sector is 

creation of Self-help groups. 

A success story: Grameen Bank of Bangladesh 

 Established in 1970s as a small project. 

 In 2018, it has spread over 9 million members in about 81,600 villages. 

 Almost all the borrowers are women and belong to poorest sections of the 

society. 

 They have proved that they are reliable and they can start and run small income 

generating activities successfully 
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Chapter Overview: 

 

This chapter deals with 

 Globalisation and role of MNCs 

 Factors of Globalisation such as rapid improvement in technology, 

liberalisation of trade and investment policies etc. 

 Impact of Globalisation 

 
Note: This summary should be supplemented with basic reading of NCERT. 

 

 

CHAPTER 4– GLOBALISATION AND THE INDIAN ECONOMY 
 

 

 

 

 

 

 

 

 

 

 

 

In today’s world, we have a wide choice of goods and services before us. Such wide ranging 

availability of goods is a recent phenomenon. Choices were not available at such a large scale even 

two decades back. We will look into the factors that has helped in bringing such changes. 

 

 Production across countries 
 

 

 
 

 

 

 

 

 

Before MNCs emergence 

 Production was largely organised 

within the country. 

 Only raw material, food stuff and 

finished products crossed the 

boundaries. 

 Trade was the main channel 

connecting distant countries. 

After MNCs emergence 

 Production of goods and services 

were globalised. 

 Starting from the process of 

designing to last process of after 

sales services, all processes are being 

carried out at different countries 

taking the best advantage possible. 

E.g. – Research and designing at 

USA, Production at China, After 

sales services in India. 

 This is done to save the cost of 

production and thereby earning 

greater profits. 

Relevance rating: 3.5/5 

 Civil Service syllabus: Effects of Liberalization on the Economy, Changes in 

Industrial Policy and their Effects on Industrial Growth. 

 Some of the topics of this chapter has interlinkage with GS paper 1 syllabus i.e. 

Indian Society; Effects of Globalization on Indian society. 

 This chapter will give a basic idea on topics like globalisation, foreign investments 

etc. that will help in answering mains questions on GS and essay. Moreover, we 

will read more about these concepts in higher classes.   
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 Interlinking production across countries 
 

MNCs play a crucial role in interlinking production across countries by influencing production 

process through multiple ways. 

 

Factors that MNCs consider before setting up their factories: 

 

 Proximity with the market 

 Availability of the skilled and unskilled labour at low cost 

 Favourable government policies. 

 

Ways adopted by MNCs to interlink production process across the globe: 

Once MNCs are assured of the favourable factors then they invest in the countries by adopting the 

following means: 

1) Partnership with the local companies for joint production. In this approach local companies 

get the advantage of money and latest technology from MNCs. 

2) Buying local companies and then expanding. E.g. – Acquisition of Parakh foods by Cargill 

foods, an American MNC. 

3) Using local companies for supplies of the product to sell then under their own brand. This 

method is mostly adopted in garment, footwear, sports items and Price, quality, delivery, labour 

conditions are determined by MNCs. 

 

 Foreign Trade and Integration of Markets  

 
Foreign trade has been the main connecting channel for the countries since ancient times. East India 

Company had also been attracted to India because of trading interest. 

As we have seen above, production is one of the important factor in interlinking different countries, 

similarly, trade is also one such factor. 

 

Basic function of foreign trade 

 

 
 

Besides the specific benefits for the producer and the buyer, Prices of similar goods in two markets 

tend to become equal. Foreign trade thus results in connecting the markets or integration of 

markets in different countries. 

For producer

•It creates an Opportunity for the producers to
reach beyond the domestic markets, i.e. markets
of their own countries. They can also compete
in the market located in other countires.

For buyers

•Imported goods give choices beyond what is
domestically produced.

Investment: The money spent to buy 

assets such as land, building, 

machines and other equipment. 

Foreign Investment: Investment 

made by MNCs. 
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 What is globalisation? 
 

Globalisation is the process of rapid integration or interconnection between countries. More and 

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

playing major role in the process of globalisation. 

 

 

  

 

 

 

 

Another way of integration among countries: Movement of people. People move from one country 

to another in search of better income, better job or better education. 

 

 Factors that have enabled globalisation 

 

Why Indian government was late in easing trade barrier? 

After Independence in the 1950s and 1960s when industries were just coming up, it was considered 

necessary to protect those domestic producers from the foreign competitors. Allowing competition 

at that stage would have destroyed those companies. Moreover, all developed countries during their 

Technology

•Rapid improvement in technology. e.g.- Improvement in 
transportation of goods through containers. It has led to huge 
reduction in port handling costs, increased the speed of exports.

•Develpoment of Information and Communication Technology 
(ICT). e.g.- Telecommunications, computers, internet etc. ICT has 
played a major role in spreading out production of services across 
countries.

Liberalisation of 
foreign trade and 

foreign investment 
policy

•Trade barriers on foreign trade and foreign investment were
removed to a large extent in 1991 to allow import and export of
goods and setting up of foreign factories and offices in India. This
is known as Liberalisation. The decision to liberalise was
supported by powerful International organisations like WTO.
(Trade barrier - Restrictions like tax which are imposed by any
government to regulate import and export of commodities in their
respective countires.)

•Due to lesser restrictions on trade or liberalisation, foreign
goods and companies started coming to India in more numbers.
This policy has stimulated the process of globalisation.

Greater foreign 

investment 

Greater 

integration of 

production and 

market 

Greater foreign 

trade 
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early stage of development give protection to their domestic producers. It is important to note that 

complete restrictions were not imposed, import of essential items such as machinery, fertilisers, 

petroleum etc. were allowed.  

 

 

 

 

 

 

 

 

 

 

 

 

 Impact of Globalisation in India 

 

1) On the consumers - Globalisation and greater competition among producers has been of 

advantages to consumers. 

 Greater choice of products 

 Improved quality 

 Lower price 

 High standard of living 

 

2) On large Indian Companies – Top Indian companies have been able to benefit from the increased 

competition. 

 Availability of newer technology 

 Improved production methods and standards 

 Successful collaborations with foreign companies and thereby greater expansion 

 Various Indian companies such as Tata Motors, Infosys, Asian Paints etc. have now 

emerged as MNCs. 

 Newer opportunities, particularly for service providing companies like IT based 

companies, Accounting firms, data entry etc. These services are now exported from 

India. 

 

World Trade Organisation (WTO) 

 It was started in 1995 at the initiative of the developed countries. 

 Aim – To liberalise international trade. WTO sees all the trade barriers as harmful for 

foreign trade and investments. All the countries should liberalise their policies. 

 Functions – To establish rules of international trade and to see that these rules are followed. 

 At present, WTO has 164 members. 

Criticism of WTO 

The objective of WTO is allow free trade but in practice it has been observed that developed 

countries have unfairly retained trade barriers and on the other hand, WTO has forced 

developing nations to remove all trade barrier. E.g. – Unfair subsidies are given by the USA to 

their farmers that enables them to export their commodities at lower prices in developing 

nations which adversely affects farmers in these countries. 
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3) On small Indian Companies – Globalisation has posed a major challenge on small producers. 

 Rising competition from big MNCs have forced these companies to shut down. 

 They have not been able to provide work facilities like that of an organised sector to 

save cost of compliance and therefore some of them converted their work environment 

to that of an unorganised sector. 

(Note: Large number of companies supplying raw materials to big companies have also 

prospered. For e.g. – Various companies have been set up in India to supply raw material to 

industries which are involved in the manufacturing of cell phone, automobiles, soft drink etc.) 

 

4) On Workers – Newer jobs have been created mostly in formal sector. However, workers have 

been hit hard by the globalisation and pressure of competition. They have been denied their fair 

share of benefits brought about by globalisation. 

 No security of jobs – To save cost, MNCs or their suppliers in India hire workers on 

temporary basis. They remain only for a short period of time depending upon the 

demand. 

 Flexible labour laws – Government has also allowed flexibility in labour laws under the 

influence of bigger companies. Nowadays, these companies have lesser laws to comply 

with. 

 Low wages, long working hours, no payment for overtime etc. are some of the other 

hardship that workers have to bear because of globalisation. 

   

(Note: Small companies in India employ the largest number of workers, next only to agriculture) 

 

 

 

 

 

 

 

 

 The struggle for a fair globalisation ( Suitable topic for writing conclusion in Essay) 

Globalisation has not benefitted everyone equally. Small industries, workers, people with low skills 

and education have not shared the fruits of globalisation. But, we need to understand that 

globalisation is a reality and in the days to come, it will also touch upon the unserved and 

underserved regions as well as sectors. The process of globalisation needs to more fair so as to create 

equal opportunities for all. 

Steps to attract foreign investments: 

 Setting up of Industrial zones known as Special Economic Zones (SEZs). 

 Provision of world class facilities like water, electricity, recreational and 

educational facilities, storage, transport etc. 

 Exemption from payment of taxes for some initial years. 

 Flexibility in labour laws to save the cost of production and services 

 Other provisions for ease of doing business (To be discussed in higher classes) 
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Government can play a major role in making this process more equitable by focussing on these below: 

 Fair labour laws and its stricter implementation to protect the interest of workers. 

 Support small producers through various incentives so as to make them compete with the large 

MNCs. 

 Using trade barriers to protect domestic industries 

 Negotiate with WTO for a more fair set of rules. 

 Aligning with other developing nations with similar interests to fight against domination of 

developed countries in WTO. 

People can also play its role by organising massive campaigns and make representation to influence the 

decisions relating to trade and investments at WTO. 

 

 

 

 

 

 

 

 

 

 

Key Takeaways:   

 MNCs are playing a major role in global integration of production process.  

 Technology, particularly IT, and liberalisation policy has facilitated the process of 

globalisation. 

 WTO has been established to frame rules for liberal trade however it has put more 

pressure on developing nations than the developed one to remove restrictions on trade 

and investments. 

 Globalisation has not impacted everyone equally. Government should ensure a fair 

share of the fruits of globalisation through its policies like trade barrier, favourable laws 

to protect interests of workers, small producers etc. 
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Chapter Overview: 

 

This chapter deals with 

 Consumer Rights and its related issues 

 Evolution of Consumer Movement 

 Issues with the Consumer movement 

 
Note: This summary should be supplemented with basic reading of NCERT. 

 

 

CHAPTER 5– CONSUMER RIGHTS 
 

 

 

 

 

 

 

 

 

 

 

 The Consumer in the Marketplace 

 

 
 

 

 

 
 

 

 

As a consumer, people buy various goods and services for their daily requirements or to fulfil any 

specific needs. However, individual consumers often find themselves in a weak position due to: 

 Shifting of all the responsibility to the buyer once goods and services are sold 

 Adoption of unfair trade practices such as hoarding, black marketing etc. 

 

Therefore, rules and regulations are required for the protection of consumers in the marketplace. 

Relevance rating: 2/5 

 Civil Service syllabus: Not specifically mentioned in the UPSC syllabus. 

 Certain topics like consumer movement, consumer rights etc. will help in 

answering mains questions on GS and essay.  

Participation in the market 

As a producer 

E.g. – Agriculture, 

industry or service 

As a Consumer 

Buyer of goods 

and services 
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 Consumer Movement 

 
In India, Consumer movement as a ‘Social Force’ originated with the necessity of protecting and 

promoting the interests of consumers against unethical and unfair trade practices such as rampant 

food shortages, hoarding, black marketing, adulteration of food etc. 

Consumers were severely dissatisfied because of many such unfair practices and there was no legal 

system available in the country to fight against such practices. 

Evolution of Consumer movement and Consumer Protection Act: 

 

 Consumer Rights 
 

1. Right to safety:  

Consumers have the right to be protected against the marketing of goods and delivery of 

services that are hazardous to life and property. Producers need to strictly follow the required 

safety rules and regulations. For e.g. – Producer of safety valve used in the pressure cooker needs 

to ensure high quality. 

 

2. Right to be informed:  

Consumers have the right to know about the particulars of goods and services that they purchase 

such as ingredients used, price, date of manufacturing and expiry etc. This enable them to ask 

for compensation or replacement if the product proves to be defective in any manner. For e.g. – 

Some one can complain if the products are sold at a price higher than the MRP. 

Right to Information Act, 2005 (RTI): Right to be informed had been extended to cover 

government services. RTI act was enacted to cover various services provided by the government. 

All citizens have right to know about the functions of government department. 

1960s
•Birth of organised consumer movement

1970s
•Consumer organisations were largely engaged in writing articles, holding 
exhibitions and forming counsumer groups.

1980s

•1985 - Adoption of guidelines for consumer protection by United Nation. This 
became a tool for nations to adopt measures to protect consumers and for the 
consumer advocacy groups to press their demand.

•1986 - Enactment of Consumer Protection Act 1986 by Indian government, 
popularly known as COPRA. 24th December is celebrated as National 
Consumers' Day.
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3. Right to choose:  

A consumer has the right to choose whether to continue to receive the service or not. For e.g. – 

A gas supply dealer cannot insist to buy stove along with the new gas connection. 

 

4. Right to seek redressal: 

Consumers have the right to seek redressal against unfair trade practices and exploitation. 

They should get compensation consumer through an easy and effective system if damage is done 

to the  

Consumer forums or Consumer Protection Council:  

These are the voluntary organisations formed out of consumer movement.  

 They help the consumer to file cases in consumer courts. 

 They represent individual consumer in consumer courts. 

 They create awareness among the people and receive financial support from the 

government. 

Consumer Protection Act (COPRA):  

A three-tier quasi-judicial machinery has been set up at 

 District level – For redressal of cases involving claims up to Rs. 20 lakh. 

 State Commission – Between 20 lakh to 1 crore. 

 National Commission – Exceeding 1 crore. 

          The enactment of COPRA has led to setting up of separate departments of consumer affairs 

in central and state governments to spread information about the legal process which people 

can use. 

 

 

 

 

 

 

 

 

 

 

 

 

 

How is the quality of product assured? 

 The Quality control organisations monitor and issue certificate of quality if the 

producers have followed certain quality standards. For e.g. – Logo of ISI mark, 

hallmark, Agmark etc. are issued which help the consumer to get assured quality. 

 

 These organisations develop quality standards for many products but it is not 

compulsory for all the producers to follow standards. 

 

 Mandatory to use logos for some products that affects health and safety of consumers 

like LPG cylinders, food colors, packaged drinking water, cement etc. 
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 Taking the Consumer movement forward 

Since the enactment of laws for the consumer protection, Consumer movement has made remarkable 

progress in terms of: 

 Number of organised groups 

 Improved awareness 

 Shifting responsibility to the seller/producer 

     Challenges faced in consumer redressal process: 

 Cumbersome, expensive and time consuming process – Sometimes, consumers need to 

engage with the lawyers who are expensive. Also, it requires time for filing and attending 

the cases. 

 Ambiguous laws – Laws are not very clear on various provisions such as compensation to 

the consumer. 

     Way ahead: 

 Stricter enforcement of laws by the government bodies so that the complaints are resolved 

in a quick and effective manner. 

 Increasing consumer awareness through various advertisements, campaigning, workshops 

etc. 

 Consumers’ active participation in the movement and knowing the basics of prevailing 

consumer laws. 

 

 

 

 

Key Takeaways:  

 Enactment of Consumer Protection Act, 1986 which has provisions for the 

consumers’ right, redressal process at district, state and national level. 

 Certain voluntary organisations like Consumer forums help consumer in improving 

awareness, filing their cases etc. 

 Quality of the products are ensured through various certificates which require the 

producers to use certain logo like Agmark, hallmark etc. 

 Consumer movement has spread but slow. Consumer needs to be more aware so 

that they can participate actively in the movement and pursue their case effectively 

in the judicial forums. 
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For Personalised mentoring/Counselling/Query/Feedback: 

Contact us @ 8595852855,  

Write us @ dashovidya.upsc@gmail.com, 

Telegram: https://t.me/DashoVidyaIAS 

     

 

Complement your Preparation with: 
 

 Syllabus Affairs – Comprehensive Analysis of News Articles 

 Answer Writing Assessment Program 

 Prelims Test Series 

 Academic Doubt Solving 

 Personalised Mentorship & Guidance Program – Strategy, 

Approach, Time Management, Optional Selection 
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