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• Video Link- https://www.youtube.com/watch?v=UHiUYj5EA0w 



Economic Growth

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

• Natural Resources

• Human Resources

• Capital Resources

• Technological Development

• Trade



Measures of Economic Growth

Gross 
Domestic 
Product 
(GDP)

Per Capita 
Income

Per Capita 
Consumption

Human 
Development 

Index



Gross Domestic Product (GDP)

GDP is the real rate of 
growth in a country’s 
total output of goods 

and services produced 
in a year

Largest category of 
spending measured –
consumer spending

Calculation: Price x 
Quantity











Real and Nominal GDP



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.











Per Capita Consumption



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

• HDI = 1/3 L + 1/3 E + 1/3 Y

E = Educational attainment
L = Life Expectancy
Y = Income



HDI Global Index
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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

Measure of Economic Welfare (MEW)

Genuine Progress Indicator (GPI)

Human Development Index (HDI)

Gender-related Development Index (GDI)

Human Poverty Index



Happiness Index:
A better indicator 
to measure growth?

INDIA’s Rank- 139



Business Cycle: It describes short-run GDP fluctuations in 
overall economic activity.

• Contraction - When the economy 
starts slowing down.

• Trough - When the economy hits 
bottom, usually in a recession.

• Expansion - When the economy 
starts growing again.

• Peak - When the economy is in a 
state of "irrational exuberance."
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