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e Video Link- https://www.youtube.com/watch?v=UHiUYj5EAOw



Economic Growth

Economic growth is the process by which a nation’s wealth increases
over time. Rate of economic growth affected by:

e Natural Resources

* Human Resources

e Capital Resources

e Technological Development
* Trade



Measures of Economic Growth

Gross
Domestic Per Capita
Product Income
(GDP)

Human
Development
Index

Per Capita
Consumption




Gross Domestic Product (GDP)

GDP is the real rate of

growth in a country’s Largest category of

total output of goods spending measured —

and services produced consumer spending
in a year

Calculation: Price x
Quantity




GDP is defined as:

How is GDP Measured?
GDP can be measured by:
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Where Is the World

Economy Headed?

Global GDP growth forecasts by
major international organizations (in %)

2019 = 2020 W 2021

33 34
3.0
2.9 29 2.9 - o
I 24 2.5 I 53 25
IMF OECD World Bank UN
Jan 2020 Nov 2019 Jan 2020 Jan 2020

Sources: IMF, OECD, World Bank, UN

@®E statista ¥a




2020-21

Country Nominal Sharein
GDP global GDP

United States 21,922 I 4.2
(hina 16,835 N 18.6
Japan 5103 1B 5.6
Germany 4,318 1B 4.8
France 2,918 B 3.2
United Kingdom 2,856 W 3.1
ndia 2,834 W 3.1

Source: International Monetary Fund, World Economic Outlook,
October 2020



GDP RANK BY COUNTRY (2021)

Total World GDP: $91.98 TN

= REST
43.4TN
= INDIA GERMANY w JAPAN i CHINA ™ UNITED STATES
GOP 326 TN 416 TN 5.50 TN 15.47 TN 2220 TN
GOP PER CAPITA $2,338 $49,548 $43,597 $10,710 $66,678
s 1,393,409,038 83,900.473 126,050,804  1,444,216107 332,915,073
Name of the country Global Manufacturing Output
5 CHINA 28.7%
= UNITED STATES 16.6%
wm 7.5%
™ GERMANY 5.3%
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Real and Nominal GDP
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Basis For

4 Nominal GDP
Comparison

Real GDP

Nominal GDP is Sum-total of
Meaning economic output produced in a year
valued at current market price

Real GDP is Sum-total of economic
output produced in a year valued at
a pre-determined base market price

Nominal GDP doesn’t take inflation

Effect of Inflation :
into account

Real GDP is a Inflation-Adjusted GDP

Expressed in Current Market Price

Base Year’s Market Price

Is much higher since current market

Value of GDP changes are taken into effect

Is much lower since market price of
the base year is taken into
consideration

Can be compared with various

uses quarters of the given year

Can be compared with two or more
financial years

From Nominal GDP, economic

Economic Growth growth can’t be analysed easily

Real GDP is a Good Indicator of
economic growth




Per Capita Income

Per capita income of a country refers to income per head of the population of
that country.

It can be calculated at current prices or at constant prices.

Per capita income can be used to determine the average per-person
Income for an area and to evaluate the standard of living and quality of
life of the population.




GDP per capita, 1820 to 2018

GDP per capita adjusted for price changes over time (inflation) and price differences between countries — it is
measured in international-$ in 2011 prices.

Our World
in Data

Western Offshoots
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TOP 10 GDP PER CAPITA (2021) GDP PER CAPITA (Nominal)
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BOTTOM 10 GDP PER CAPITA (2021)

Most of the bottom 10 countries are
located in Africa, where the regional

GDP per capita sits at $ 1,960
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GEOGRAPHY OF GROWTH

Mapping State-wise Nominal Income per Capita (%)
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i Dol £.25.656 -
3,54,004 ‘
Rajasthan Uttar Pradesh Assam™ R Nagaland*
1,09,386 65,431 e 90.758 1,30,230
46,664 -~
Follow 7 @finkryp “;E'"‘:g‘ — Manipur*
Jharkhand* West ' 5 84,746
Madhya Pradesh 79,873 ITE;‘;II Tripira -
Chhattisgarh . 1,31,128 2,04,018
1,04,943 e
1,02,156
Per Capita
Income of India
X1,27,768
Andaman & Nicobar Islands* ;
Puducherry® 219,842 -

-~ 2,20,949

*
Souce: MOSPI, Wikipedia

SR FiKrygpt

. k »
No data are available for the union territories of Dadra ond Nagar Hoveli and Damarn www. Flﬂ rypf.:n
and Diu. Lodokh and Lokshodwesn.




Per Capita Consumption

Figure 1: Share of total consumption growth accruing to various
income groups, 2010-2020

® Rich (>$110/day) = Middle Class ($11 - $110/day) Vulnerable ($1.90 - $11/day) = Poor (<$1.90/day)
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Human Development Index

* The Human Development Index is a statistic composite index of life
expectancy, education, and per capita income indicators, which are
used to rank countries into four tiers of human development

e HDI=1/3L+1/3E+1/3Y

E = Educational attainment
L = Life Expectancy
Y = Income
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HDI Global Index

HDI Group & Rank

Very high 1-33
Very high 34-66
High 67-92

High 93-11%
Medium 120-137
Medium 138-156
Low 157-185

No Data
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Human Development

Index., 2020

1. Norway 185. South Sudan
2. Ireland 131. India 187. Chad
2. Switzerland %Zliftsjf 188. Central
4. Hong Kong African Republic

4. Iceland by (UNDF) 189. Niger
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Is Development synonymous with Economic
Growth?

Different Development Goals of Society-
 Equality of opportunity

Rising income and standard of living

Equity in the distribution of income and wealth

Political democracy and wide-spread participation

A clean and healthy environment
Efficient, competent and fairly administered public sector



The Indicators Criterion of Development

mmmms  Vieasure of Economic Welfare (MEW)

mmm  Genuine Progress Indicator (GPI)

ey Human Development Index (HDI)

s Gender-related Development Index (GDI)

sms  Human Poverty Index
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Happiness Index:

A better indicator
to measure growth?

INDIA’s Rank- 139

Ranking of happiness 2018-2020
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Finland (7.842)
Denmark (7.620)
Switzerland (7.571)
Iceland (7.554)
Netherlands (7.464)
Norway (7.392)
Sweden (7.363)
Luxembourg (7.324)*
New Zealand (7.277)
Austria (7.268)
Australia (7.183)
Israel (7157)
Germany (7.155)
Canada (7.103)
Ireland (7.085)
Costa Rica (7.069)*

United Kingdom (7.064)
Czech Republic (6.965)

United States (6.951)
Belgium (6.834)

Explained by: GDP per capita

Explained by: social support
Explained by: healthy life expectancy
Explained by: freedom to make life choices

Innl

Explained by: generosity

Explained by: perceptions of corruption
Dystopia (2.43) + residual

95% confidence interval
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Business Cycle: It describes short-run GDP fluctuations in
overall economic activity.

The phases of a business cycle
« Contraction - When the economy follow a wave-like pattern over time

starts slowing down.

OUTPUT (GDP)
e Trough - When the economy hits

bottom, usually in a recession.
Peak
e Expansion - When the economy Peak deie ™)

tart = . o.. L
starts growing again. .~ Growth

trend

Contraction "+,

* Peak - When the economyisina P

S T.rouéh
state of "irrational exuberance." Trough

TIME
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