
                                FOCUS AREA (INDIAN ECONOMY)

LIB ERALISATION, PRIVATISATION, AND    
GLOBALISATION : AN APPRAISAL
Background of new economic policy :- Why we need new 
economic reforms in 1991?
The government of India introduced a set of policy measures in 
1991 to change the direction of our developmental strategies. The 
main reason for the reforms was the economic crisis during
1980s and 1990s. The important causes for the economic crisis 
were;
 * Inefficient management of the economy
 * Weak performance of public sector
 * Government expenditure exceeded it’s revenue (deficit budget )
 * Large increase in public debt
 * Lack of foreign exchange reserves
 * Large imports of petroleum products
 * Price rise of essential goods
 * Gulf war in 1991 etc......
India approached IBRD ( International Bank for Reconstruction 
and Development ) and IMF(International Monetary Fund ) to 
meet the problem of economic crisis. Our nation receiveddollar 7 
billion as loan to manage the crisis. These institutions allowed the 
fund on the basis of some conditionalities. The main 
conditionalities were liberalise and open up the economy and
remove all restrictions on trade.India agreeded the conditionalities 
of World Bank and IMF and announced the New Economic Policy
(NEP). A set of policies were introduced on the basis of NEP . 
This set of policies can be classified in to two groups. 
(1) stabilization measures
(2) structural reform measures .
Stabilisation measures are short term measures to control inflation 
and to remove balance of payment crisis. Structural reform 
measures long term measures to improve the efficiency of the
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economy and to remove restrictions on the economy. The 
government initiated a variety of policies which fall under three 
heads;
Liberalization
Privatization
Globalization . The first two are policy strategies and the last one 
is the outcome of these
strategies.
LIBERALISATION:- Liberalisation means put an end to the 
restrictions on the economy. It means open up various sectors of 
the economy. Let us study some important areas in which
liberalization measures were taken;
Industrial sector reforms :- The following measures were 
introduced as a part of industrial sector liberalization measures.
 * Industrial sector deregulated.
 * Industrial licensing abolished for almost all products except 
alcohol, cigarettes, hazardous chemicals etc....
 * Only some industries reserved for the public sector ( defence, 
atomic energy,railways etc..)
 * Dereserved small scale industrial products
 * Allowed market price system.
Financial sector reforms :- financial sector includes financial 
institutions such as commercial banks, investment banks, stock 
exchanges etc.....The financial sector in India is controlled by the
RBI. The RBI performs many functions . (a) issue of currency 
notes (b) acts as banker’s bank (c) acts as adviser, agent, and bank 
of government (d) controller of money supply (e) lender of the last
resort etc..But the economic reforms in 1991suggested some 
financial sector reforms as
follows.
* reduce the role of RBI on financial sector
* promote private sector banks (eg- ICICI, Muthut finance, IDBI, 
Manappuram finance etc...)
* promote foreign investments in banks
* set up new branches of banks without the approval of the RBI
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* support foreign institutional investors (FIIs)such as merchant 
banks, mutual funds, pension
funds etc.....
(3) Tax reforms :- Tax reforms are the part of fiscal policy. Fiscal 
policy means the policy of government related to public 
expenditure, taxation and public debt. The tax reforms in 1991
aimed to avoid tax evasion and increase tax revenue. The 
following reforms were introduced in
tax sector.
* reduce direct tax rates. ( Direct taxes are the taxes such as 
income tax, land tax, wealth tax,
corporation tax etc...)
* reduce indirect tax rates ( Indirect taxes are the taxes imposed on
goods and services such as
sales tax , customs duties, excise duties, VAT etc.... )
* reduce corporate tax rate. (corporate tax is the tax imposed on 
the profit of firms )
* impose new types of taxes
* simplify the procedure of tax payments of tax payers
* provided tax incentives to foreign investors etc....
(4) Foreign exchange market reforms :- Foreign exchange 
market is the market for exchanging domestic currency to foreign 
currency. As a part of new economic policy, our nation introduced
the policy of devaluation. Devaluation means reduce the value of 
domestic currency to the value of foreign currency. This led to the 
inflow of foreign exchange . It promotes exports and reduce 
imports.
(5) Trade and investment policy reforms :- The trade and 
investment policy reforms aimed to promote the efficiency of 
local industries and modern technology and create international
competitive market . The major reforms were;
* remove quantitative restrictions on exports and imports
* reduce tariff rate
* abolish import licensing
* remove export duties etc....
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PRIVATISATION :-
Privatisation is an important policy of NEP 1991. It implies 
shedding of the ownership or management of a government owned
enterprise. Government companies can be converted into
private companies in two ways. 
(1) withdrawal of government from the ownership of public
sector units ( PSUs ) . 
(2) sale of public sector companies . The sale of part of PSUs is 
called as disinvestment.
The policy of privatization has some positive and negative impacts
in the economy.
Merits :- 
* increase the efficiency of the economy 
* increase the productivity
* introduce modern technology
* helps to the inflow of FDI (foreign direct investment )
* create more employment
* helps to raise the revenue source of government
* create competition
Demerits :- 
* reduce social welfare
* create inequality of income etc....
The government tried to improve the efficiency of PSUs by giving
them autonomy in takingmanagerial decisions. Some PSUs have 
been granted special status as navaratnas andmanagerial decisions.
Some PSUs have been granted special status as navaratnas and
miniratnas.
GLOBALISATION :- Globalisation is the outcome of the 
policies of liberalization and privatization. It means the integration
of the economy with the world economy.
Out sourcing :- This is one of the outcome of globalization. In 
outsourcing , a company hires regular service from external source
ie from other countries. In recent times , outsourcing becomes a 
major economic activity due to the growth of communication, IT. 
Many of the services are outsourced by companies in developed 
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countries to India. Such services are BPO or call centers , record 
keeping, accountancy, banking services, music recording, film 
editing, clinical advice, teaching etc.... .Most multinational 
companies, small companies are outsourcing their services to 
India. Now our nation became a good destination for outsourcing 
because of ;
(a) low wage rate of labourers 
(b) availability of skilled labourers . In our nation outsourcing
creates some advantages.
 * Provide more employments
 * Helps to the inflow of foreign investments
 * Introduce modern technology
 * Helps to the growth of communication ie mainly IT.
 * Widening global market
World Trade Organisation (WTO) :-
The WTO was founded in 1995. It was the successor of GATT 
(General Agreement on Trade and Tariff – 1948 ).India became a 
member country of WTO. Now the total number of members in 
WTO is...... . The WTO agreements cover trade in goods as well 
as services based on some objectives;
 * Provide equal opportunities for all member countries in 
international trade market.
 * Remove tariffs and non tariff barriers on trade.
 * Ensure optimum utilization of resources protecting environment
Critical assessment of Indian economy during new economic 
reforms period :-
Now our nation , India completed 25 years of economic reforms . 
let us now look at the performance of Indian economy during this 
period. The reforms generated some positive and negative impacts
in our country.
Positive impacts :-
GDP rate increased:- The rate of growth of GDP increased 
during reform period . The contribution of service sector to GDP 
increased. But the growth rate of agriculture and industry
diminished.
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Foreign investment increased :- Foreign direct investments and 
foreign institutional investments increased during reform period
Foreign exchange reserves increased :- India became one of the 
major foreign exchange reserve holder in the world during the 
period of economic reforms.
Exports increased :- During the reforms period our exports 
increased. India is highly exporting automobiles, engineering 
goods, IT software, textiles etc....
Savings and investments increased :- There is a large increase in
rate of savings and investments in the economy during reforms 
period. The rate of savings increased by more than 50% and that 
of investment increased by 36%.
Poverty rate decreased: - During the reforms period, the rate of 
poverty in our country declined. Now India’s poverty rate is only 
24%.
Negative impacts :-
Effects on agriculture :- Reforms have not been able to benefit in
Indian agriculture. The growth rate of has been declined during 
the period of new economic reforms. The agriculture growth
rate is only 3%. The reasons for the poor performance of 
agriculture are; 
(a) removal of agricultural subsidies. 
(b) rise in the cost of production of agriculture 
(c) fall in the price of agricultural products
(d) lack of government investments
(e) higher exports of cash crops instead of food crops leads to food
crisis. 
(f) WTO trade agreement
Effects on industry:- Industrial growth has also recorded a slow 
down during reforms period.
The following causes are responsible for the slow growth rate of 
our industrial sector; 
(a)cheaper imports
 (b) foreign competition
(c) lack of modern technology
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(d) lack of infrastructure investments
(e) not removed barriers on India’s trade by developed nations like
USA.
Negative impact on employment :- During reforms period the 
rate of growth of GDP increased. But the growth has not generated
sufficient employment opportunities. So the critics remarks
that we attained only ‘ jobless growth ‘ during the period of 
reforms.
Mismanagement of disinvestment policy :- our nation accepted 
the policy of disinvestment after 1991. This is the policy for 
privatization . Disinvestment means the sale of PSUs and
increase the revenue of government. But many assets of PSUs 
have undervalued and sold in the market at low price. So there has
been a great loss to the revenue of government. Moreover the
receipts from disinvestment used to offset the shortage of 
government revenue and not for the development of PSUs and 
build up a good social infrastructure in our country. Really
disinvestment policy became the policy of corruption.
Negative impact on fiscal policy :- During the reform period, 
India government decided to limit public expenditure in social 
sectors. Government accepted the policy of tax rate reduction and
increase tax revenue by avoiding tax evasion. But this policy has 
not resulted to increase tax revenue of government. The revenue 
through customs duties declined due to reduction in tariff rate. 
Moreover the provision of tax incentives to foreigners reduced the 
scope for raising tax revenue. This policy has a negative impact on
developmental and welfare expenditures of government.
Loss of social justice and welfare :- Globalisation is really a 
strategy of developed nations to expand their market in other 
countries. Globalization has widened the economic disparities
among nations and people. It created a deep rooted inequalities in 
the society. During reforms period , the government decided to 
limit the growth of public expenditure in social sectors. The
taxation policy of government really reduced the tax revenue of 
government. This has a negative impact on welfare expenditures.
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Concentration of wealth :- New economic policy resulted to high
concentration of wealth in to a few hands. The rich – poor 
disparity is increasing in a huge level.

                          ---------------------------------

  Chapter-4            POVERTY
Meaning of poverty :-
     Poverty is a socio – economic issue. Poverty means the 
inability of man to meet the basic amenities like food , shelter and 
cloth in his life.
Absolute & Relative poverty :- poverty can be used in two 
senses- absolute and relative poverty. Poverty in absolute sense 
means the lack of minimum needs like food , shelter and cloth of 
man in his life. Relative poverty means poverty in comparative 
sense. For eg; Indians are more poor than Americans in their 
standard of living. Here the poverty is in relative sense. 
Symptoms of poverty :- 

 Hunger and starvation
 Lack of literacy and skill
 Ill health and sickness
 Malnutrition
 Unemployment etc….

Causes of poverty :-
 Social , economic and political inequality
 Unemployment
 Social exclusion
 Lack of income and assets
 Low capital formation
 Lack of infrastructure
 Indebtedness
 Backwardness of agriculture and industry
 Over population 
 Lack of social welfare etc…..
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Poverty line :- poverty can be measured by poverty line. In pre-
independent India, Dadabhai Naoroji was the first to discuss the 
concept of poverty line. He used the concept of ‘ Jail Cost of 
Living Index’ to measure the poverty rate in India. Poverty line 
can be defined in terms of calories intake of the people. Poverty 
line was defined in rural areas as 2400 calories intake for a 
person   and in urban areas as 2100 calories intake  for a 
person per day.
Categorizing poverty :-

  Chronic poor ( always poor + usually poor )
 Transient poor  ( churning poor + occasionally poor )
 Non – poor 

Measurement of poverty in India :-
 The number of poor is estimated as the proportion of people 

below the poverty line is known as ‘Head Count Ratio’.
 Head count ratio is declining in our nation.
 In 1973- 74 , more than 321 million people were below the 

poverty line .
 India’s poverty rate has declined gradually.
 Recently, our poverty rate is 24 %.
 Poverty rate is higher in rural areas.
 More than three – fourth of the poor in India reside in village.
 UP , MP, Bihar, West Bengal , Orissa account for 70% of 

India’s poor.
 Urban poverty arises due to the migration of people from 

rural to urban.

Poverty alleviation or eradication programmes :- 
             The government’s approach to poverty reduction was of 
three dimensions.

1. Growth oriented approach :-   A rapid increase in GDP or
percapita  income  helps  to  increase  economic  growth.  The
benefits of economic growth gradually would spread to all
sections of society. The benefits will trickle down to the poor
sections  of  society  by  equal  distribution  of  income  and
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wealth. This was the major focus of planning between 1950
and  1960.  Green  revolution  ,  land  reforms  and
industrialization helped to reduce the poverty in this context.

2. Employment generation programmes :-   The employment
generation  programmes  made  a  major  attention  towards
poverty  alleviation  from  third  five  year  plan  .  such
programmes  include  self-  employment  and  wage  –
employment programmes .
(a) Self-employment  programmes  :-    Many  self

employment  programmes  were  introduced  by  the
government  during  the  plan  period.  REGP  (Rural
Employment  Guarantee  Programme),  PMRY (Prime
Minister’s Rozgar Yojana ) , SJSRY ( Swarna Jayanthi
Shahari  Rozgar  Yojana  )  etc…  are  main  such
programmes.  Such  programmes  provide  employment
opportunities for both rural and urban poor. Earlier ,under
self  employment  programmes,  financial  assistance  was
given to individuals and families by the government. Since
1990s ,this approach has been changed. Such programmes
has been encouraged by SHGs ( Self Help  Group ).SHGs
are  encouraged  to  small  savings  and  lend  money
themselves  for  self  employment  activities.  Later  the
government  provide partial  financial  assistance to  SHGs
through  banks.SGSY  (Swarna  jayanthi  Gram
Swarozgar Yojana ) is one such programme. 

(b) Wage – employment programme :-   The government
has a variety of programmes to generate wage employment
for the poor. NFWP (National Food for Work Programme )
and SGRY ( Sampoorna Gramin Rozgar Yojana ) are such
two programmes. In 2005, the government passed a new
act to generate wage employment for the rural poor. The
act is known as NREG Act-2005. This act assures 100 days
wage  employment  for  rural  poor  households  in  a  year.
MNREGP (Mahatma Gandhi National Rural Employment
Guarantee  Programme)  was  implemented  by  the
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government to support this act. In Kerala this programme
is  referred  to  as  ‘Thozhilurappu  Padhathi’.  The  poor
people are ready to work at minimum wage assured by the
government under this programme.

3. Provide minimum basic amenities to the people :-   
 Provide food grains at subsidy rate
 Provide education, health, water supply, sanitation facilities

to the people
 Midday meal scheme
 Improve public distribution system
 Promote social  security  programmes like various pensions,

health insurance scheme etc….

Critical assessment of poverty alleviation programmes :-
 The  programmes  benefited  to  non  poor  due  to  unequal

distribution of income and assets.
 No  sufficient  allocation  of  amount  of  resources  for  the

programmes.
 The resources inefficiently used and wasted.
 Corruption became serious issue.
 No successful implementation of the programmes.

                                

                           INFRASTRUCTURE
Meaning of infrastructure:-
Infrastructure of an economy includes transport, energy, communication,
health, education, housing, sanitation facilities etc.....

Types of infrastructure:-
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Importance of infrastructure:-
* Supports industrialisation

* Supports agricultural development

* Increases the productivity of inputs

* Increases the quality of life

* Provides better health care system

* Reduces poverty & unemployment

* “Infrastructure is back bone of the nation”

Sources of energy:-
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Sources of electric power:-
 * Hydro electricity

 * Thermal electricity

 * Nuclear power

 * Tidal energy

 * Wind energy

* Solar power etc....
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Challenges of power sector:-

 * Insufficient capacity to generate electricity

 * Transmission & distribution loss of electric power

 * Loss of state electricity boards

 * Problems of high power tariff and power cuts

 * Shortage of raw materials

 * Lack of government investment in power sector

* Problems of privatisation

Measures to solve the problems of power sector:-

 * Promote the use of renewable energy sources.

 * Find new supply of raw materials

 * Use energy saving appliances

 * Increase government investments 

* Follow the slogan “ save energy”

Indicators of good health:-

 * Low death rate

 * Low infant mortality rate

* High life expectancy

* High nutritious food
 * Good sanitation facilities

 * Good health care system  

Features of Indian health care system:-

1.   Three tier health care system  
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 * Primary health care system – PHCs, provide awareness about 
epidemics, anganwati etc...

 * Secondary health care system – hospitals with medical treatment 
and diagnosis using medical facilities 

*  Tertiary  health  care  system –  medical  treatment,  research  and  study.
Examples; AIIMS, NIMHANS etc...

2.Role of government:-

The government has an important role in the health care system of our 
country. The government  invests funds for public health. It 
increases the social welfare of the people. The government 
operates many hospitals and medical treatment facilities for the 
people. 

3. Role of private sector:-

The lack of investments made by the government in Indian public health care
system  is  a  serious  issue.  To  solve  this  problem,  our  nation  promotes
privatisation  in  health  care  system.  Now,the  private  sector  controls  and
regulates 70% of hospitals in our country. The private sector has a dominant
role in medical education, training etc.... 

4. Indian medicine system:- It is called as AYUSH

5.Development of medical tourism:-
Now our nation is a good destination for tourism. Many foreigners are 
coming to our country for medical treatment. Indian medicine 
system, ayush, has a vital role in the development of medical 
tourism. Ayurveda, yoga, unani etc... are mostly attracted by the 
foreigners.   

Problems of health care system:-
1. urban – rural disparity
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 * Only 1/5th hospitals are located in rural areas.

 * Shortage of medical personnel in rural areas.

* Only 11% hospitals with beds are available in rural areas.

2. Rich – poor disparity

 * Better medical facilities are available for rich people.

 * The poorest 20% spends 12% of their income on their health. But the 
rich 20% spends only 2% of their income on the health.

* No sufficient income to poor people for medical treatments.

3. Burden of diseases

 * Our nation carries 20% of the GBDs.

 * Increasing epidemics

 * Threaten of cancer, AIDS etc...

 * Death of children due to water born diseases 

* Malnutrition of children and poor people

4. problems of privatisation 

 * Privatisation reduces social welfare.

* Private sector medical facilities are benefited only to rich people.

5. women's health problems

 * Anaemia due to the deficiency of iron

 * The problem of abortion

* The problem of female foeticide

6. lack of government investment

 * Fall in government investment on public health reduces social welfare.
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* Not protect the public health of the poor people

Chapter – 9 ENVIRONMENT  & SUSTAINABLE   
DEVELOPMENT

Environment and it’s functions:-
Total planetary inheritance and the totality of resources.It 
includes biotic and abiotic elements .

   Functions:-

* It sustains life

* It assimilates wastes

* It supplies resources

* It maintains aesthetic services like scenery   

Major environmental issues:-
* air pollution

* water pollution

* global warming

* ozone depletion

* land degradation

* solid waste management etc....

1. Air pollution:- This is an important environmental problem. 
The major causes of this problems are;

* heavy use of motor vehicles

* industrialisation
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* deforestation etc.....

2. Water pollution:- Like air pollution, the water pollution is an
another major issue of environment.

Reasons :-

* dumbing of solid waste in to water sources.

* flow of industrial waste into river and other water sources.

* heavy use of chemical fertilizers in the land

Results :-

* spread of water born epidemics.

* harmful effects on living organisms.

* lack of pure drinking water.

3. Global warming:-Gradual increase in the temperature of 
atmosphere is called as global warming. Recently, global 
warming is a serious environmental issue.

Reasons 

* deforestation.

* omission of carbon dioxide  and carbon monoxide.

* industrialisation.

* heavy use of motor vehicles.

Results

* biodiversity loss

* drought
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* forest fire

* ocean acidification

* migration of animals

* melting of polar ice 

* rise in sea level and flood

* harmful to human body

4. Ozone depletion:-The damage of ozone layer of atmosphere 
is called as ozone depletion. This is another form of 
environmental issue in the world.

Causes :- 

* industrialisation

* heavy use of CFC, HFC products like fridge, A/c etc...

Results :-

* biodiversity loss

* harmful effects on human health especially skin deceases 
due to ultraviolet rays.

5. Land degradation:- The degradation of land is an 
important environmental problem.

Causes :-

* deforestation

* heavy use of chemical fertilizers

* encroachment to forest land

* natural calamities

Kyoto protocol – Japan – 1997
Coppen Hague summit - 2010
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* soil erosion

* faulty cropping system

Definitions of sustainable development:-

1.  The definition of UNCED ( United Nations Conference   
on Environment and Development)

2. Definition of Edward Barbier
Sustainable development as one which is directly concerned 
with increasing material standard of living of  the poor at grass
root level by increasing real income, educational services, 
health care, sanitation, water supply etc....

3.Definition of Herman Daly.

To achieve sustainable development, the following needs to be
done.

* limit the human population to a level within carrying 
capacity of environment like a 'plimsoll line' of the ship

*technological progress should be input efficient

* use renewable resources

* the use of non renewable resources should not exceed the 
rate of their creation

* control pollution
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Strategies of sustainable development:-

* use non conventional energy sources

* use LPG, Gobar gas in rural areas

* use CNG in urban areas

* use solar energy through photovoltaic cells

* use wind power

* promote traditional knowledge and practices

* support mini - hydel plants

* promote organic farming

* promote afforestation 

* control over population

* avoid affluent consumption of the society

1.use non conventional energy sources:- Conventional energy 
sources are exhaustible and not eco-friendly. So promote non 
conventional energy sources to support sustainable 
development.

2.use LPG, Gobar gas in rural areas:- In rural areas, majority of 
the people are depending on firewood for fuels. This may be 
resulted to deforestation. So, for sustainable development, we
should promote the use of LPG and gobar gas plants in rural 
areas.

3.use CNG in urban areas:- Compressed Natural Gas is eco-
friendly. In Delhi, motor vehicles are highly using CNG to 
control air pollution. So in urban areas, we should promote 
the use of CNG for sustainable development.
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4. use solar energy through photovoltaic cells:- The use of 
solar energy promotes sustainable development. Such energy 
source is eco-friendly and cheap in cost.

5.use wind power:- Wind power is renewable energy source. 
So it promotes sustainable development.

6.promote traditional knowledge and practices:- Many of us 
traditional knowledge and practices in our life are helpful to 
protect  environment. So such traditional knowledge and 
practices should be promoted.

7.support mini - hydel plants:- Comparatively, mini hydel 
projects reduces deforestation. So such plants should be 
supported for sustainable development.

8.promote organic farming:-

Organic farming is an important strategy for sustainable 
development. Our conventional agriculture depends on 
high dosage of chemical fertilizer and pesticides. But this 
method of production creates many harmful defects to 
livestock. It depletes our resources. It is not eco friendly. In
this situation, we need an eco friendly farming. The eco 
friendly farming by the use of bio fertilizers and bio 
pesticides is known as organic farming. In the organic 
farming we use biofertilizers instead of chemical 
fertilizers. This is called as bio composting. Similarly we 
use bio pest control instead of chemical pesticides. 

Merits of organic farming :-
*Protects environment.
*Maintains ecological balance.
*Provides nutritious food.
*Promotes exports and earns foreign money.
*Helps to sustainable development.
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*Increases fertility of soil
        *Cheap cost of production.

Problems of organic farming :- 
*Inadequate infrastructure 
*Problems of marketing
*Yields from organic farming is less than modern farming.

          *  Production off season crops is limited in organic 
farming

                                                 END

prepared by RAMACHANDRAN.K ;  H S S  T Economics;  G H S S
Kokkallur
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                                      FOCUS AREA -(STATISTICS)

Chapter 1 : INTRODUCTION

Meaning of Economics:- 
The word ‘Economics’ originated from a Greek word ‘ Oikonomia’ which means 
household management. There are various definitions of Economics. 
1. Wealth Definition:- According to Prof. Adam Smith, Economics is the study of 
wealth of a nation.
2. Welfare Definition:- According to Prof. Alfred Marshall, Economics is the study 
of man in his ordinary business of life. In the ordinary business of life, the man acts 
as a producer, consumer, service provider, service holder, seller etc....
3. Scarcity Definition:- According to Prof. Lionel Robbins, Economics is the science
which studies human behaviour as a relationship between ‘ends’ and ‘scarce means’ 
which have alternative uses.
Economics is the study of problems of choices:-
     In an economy, human wants are unlimited. When one want is satisfied another 
one grows up in that place. But the resources to satisfy the wants are limited. That 
means the resources have scarcity. So the basic economic problems in an economy 
arises due to unlimited human wants and limited resources. Such problems are 
a) what to produce?
b) how to produce?
c) for whom to produce?
These problems are generally called as problems of choice. Economics is the study of
these problems.
Economics is the study of basic economic activities:-
      In an economy, there are three basic economic activities. They are
a, Production
b. Consumption
c. Distribution. Economics is the study of these three basic economic activities.
Meaning of Statistics:-
The word ’statistics’ originated from a Latin word ' status ' means political state. 
Statistics can be defined in two senses.

1.Plural sense :- statistics are numerical facts systematically collected

2.Singular sense:- statistics means collecting, classifying, analysing and 
interpreting numerical data

Quantitative and Qualitative data

The data which can be expressed numerically are called as quantitative data. 
For example, income, age, height, weight etc...
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But the data which can not be expressed numerically are known as qualitative 
data. For example, beauty, attitude, behaviour, sex etc...

Functions of Statistics:-

1. Statistics helps to simplify the complexity of data

2. Statistics helps to study the relationship between different economic 
variables.

3. Statistics helps to compare data.

4. Statistics helps the government to formulate plans and policies.

5. Statistics helps in decision making.

Statistics helps the government to formulate plans & policies:-

The government uses statistics to formulate plans and policies. The 
government can solve the economic problems by formulating plans and 
policies. Such plans and policies can be formulated with the help of statistics. 
For example, a government implements population policy for a nation by 
considering the statistics related to the population of that country. Similarly, 
the plans for the development of a nation can be formulated with the help of 
statistical data related to national income, investment, savings etc.. of the 
nation.

Statistics helps in decision making:-

      Many economic decisions can be taken with the help of statistics. For 
example, how much quantity of petroleum products to be imported to the 
nation can be decided by the statistics of domestic production of petroleum 
products.

Limitations of Statistics:-

1. No individual study in Statistics.

2. Statistics deals only with quantitative data.

3. 100% accurate result is not possible from the Statistics.

4. Statistics can be misused.
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Chapter -2  COLLECTION OF DATA 
Concepts of data collection:-
Data : - Statistical facts

Investigator :- The person or institution which conducts statistical study

Enumerator :- The person who collects data from the field of study

Respondent :- The person who provides data to the investigator or enumerator

Data sources:-

Merits & Demerits of primary Data :-
Merits:-                                               Demerits:-
* Original data                                    * Needs more time to collect the data
* First hand information                     * More money expensive 
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* Truthful and reliable                        * Raw data form

Merits and demerits of secondary data :-
Merits :-                                                        Demerits :-
* Needs less time to collect the data           * Not original data
* Less money expensive                             * second hand information
* Finished product                                      * less reliability

Examples of primary data & secondary data 
 

sssssSs 

                                                                                                                                         

Survey:-The  method of gathering information from individuals.

Questionnaire:-A list of questions prepared by the investigator for the 

survey

Qualities of a good questionnaire :-

* questions should not be too long

* questions should move from general to specific
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* questions should be precise and clear

* questions should be enable to answer quickly

* questions should not use double negatives

* questions should not indicate alternatives to the answer

Types of questions:-

1. Closed ended questions

2. Open ended questions

Closed ended type questions:-

* structured questions

* two-way questions or multiple choice questions

* two – way questions :- 'yes' or 'no' type questions

* eg – Are you a teacher ?    Yes/no

         Do you prefer coffee to tea ?   Yes/no

Multiple choice questions:-

* questions with more than two options of answers

* eg- How many members in your family?

        (a) 2

        (b) 3

        (c) 4

         (d) more than 4

Open ended type questions:-

* unstructured questions

* allow more individualised responses

* difficult to interpret

* a lot of variations in responses

10.06.2021 Downloaded from www.Hsslive.in ®



* hard to score

* eg- What is your view about globalisation?

Pilot Survey:-

* survey conducted before actual survey

* Try-out survey

* Pre testing of the questionnaire

Merits :-

    * Helps to know the drawbacks of the      questionnaire

    * Helps to assess the suitability of questions

* Helps to assess the cost and time involved in the actual survey

Mode or methods of data collection:-

1. Personal interview 
2. Mailing Questionnaire
3. Telephone interview
1. Personal interview:-
The investigator conducts face to face interviews with the respondents.

Merits  :-

* High response

* All types of questions can be used

* Helps to make a rapport between the investigator & respondent 

Demerits :-

* More money expensive method

* More time taking method

* Personal bias may be influenced

2. Mailing questionnaire method:-

Questionnaire is sent to each individual by post or mail with a request to 

complete and return it by a given date.
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Merits :-

* Less expensive

* Suitable to remote area

* No influence on respondents

* Best for sensitive questions

Demerits :-

* Can not be used by illiterates

* Reactions can not be watched

* Can not explain ambiguous questions

* Long response time

3. Telephone interview:-

                The data are collected from the respondents with the help of telephone.

Merits :-

* Low cost

* High response rate 

* Less influence on respondents

* Less time 

Demerits :-

* Limited use

* Reactions can not be watched

Census method & Sample survey:-

1. Census method:-

* Survey includes every element of population

* Population means universe or the totality of items under study

* complete enumeration method
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Merits:-

* Data are more reliable and truthful

* All items are included under study

Demerits:-

* More money expensive method

* Need more time and man power

* Not applicable when the field of study is very large.

2.Sample survey:-

* Survey based upon sample

* Sample is the subset or part of population

Merits:-

* Time saving method

* Need less man power

* Less money expensive method

* Method is more useful when the field of study is very large

Demerits:-

* Selection of sample is not easy

* Less reliable and truthful data when the selection of sample is not scientific.

Methods of sampling:-

    Sampling is the process of selection of sample from the population. Mainly, 
there are two methods of sampling.

1. Random sampling

2. Non – random sampling

1. Random sampling:- Every individual of the population has an equal chance 

of being selected as the sample.

a) Lottery method

b) Tables of random number method
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Lottery method:- Under this method, all items  of the population are numbered
on separate paper slips of identical size and shape. Then these paper slips are 
put in to container and shuffled well. A blind selection of paper slips are made 
from the container to construct the sample.

2. Non random sampling:-Every individual of the population has no equal 

chance of being selected as the sample

a) Convenient sampling

b) Judgement sampling

c) Purposive sampling

d) Quota sampling etc.....

Errors in sampling:- Two types.
1. Sampling errors
2. Non sampling errors
1. Sampling errors:- Mathematical errors. Such errors are related to the size of the 
sample.
  Sampling errors = size of population – size of sample 
Such errors can be minimised by increasing the size of sample.
2. Non – sampling errors:- Such errors arise due to;
* mistakes in data acquisition
* mistakes in copy writings
* non-response etc....
Non sampling errors are more serious than sampling errors because sampling errors 
can be minimised by increasing the size of sample. But this is not possible in the case
of non sampling errors.

Some agencies of data collection:-
a) C S O (Central Statistical Organisation) – Data collection of national income
b) R G I (Registrar General of India ) - Agency for population census in India
c) N S S O (National Sample Survey Organisation) – Agency conducting survey 
related to poverty, unemployment etc...’Sarvekshana’ is the publication of N S S O.
d) D G C I S ( Directorate General of Commercial Intelligence and Statistics ) - 
conducting survey related to commerce and industry

 Chapter – 3    ORGANISATION OF DATA 

Classification of Data :-
               The arrangements of data in to groups or classes according to the similarities of data is 
called as classification of data.

Types of classification of data :-
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1. Chronological classification
2. Geographical or spatial classification
3. Qualitative classification
4. Quantitative classification

1. Chronological classification :-

2. Geographical classification:-

3. Qualitative classification :-
           The classification of data on the basis of qualitative aspects such as sex, 
blindness etc...
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4.Quantitative classification:-
        The classification of data on the basis of quantitative aspects or variables such as 
height, weight, age etc....

Age (years )( No of students

5 15

10 20

15 35

20 10

25 6

Variable is a quantitative aspect. But attribute is a qualitative aspect.

Classification of variables:-
1. Continuous variable 2. Discrete variable

1. Continuous variable :-
             Continuous variable is a variable which can assume any value between two 
values with in a specified range.
Example- height of students, weight of students, quantity of rainfall etc...
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2. Discrete variable:-
            Discrete variable is a variable which can assume only a specified value. No 
intermediate values between two values. Value is jumping from one to another. 
Example – number of rooms in your house, number of vehicles on the road, number 
of students in the class room etc....

Methods of arrangements of data:-
1. Array
2. Frequency array or Discrete frequency distribution ( Discrete series )
3. Continuous frequency distribution ( Continuous series)
1. Array:-
The arrangements of data  in ascending or descending order  of magnitude.

Example – raw data: 12,5,8,2,0,34,54

                  array     : 0,2,5,8,12,34,54

2. Frequency array:-The arrangement of data of a discrete variable

   For example – The score obtained by 31 students in an examination are given. 
Score – 1, 5, 6, 4 , 2, 1, 3, 5, 1, 4, 6, 2, 2, 2, ,4, 3, 2, 1, 5, 2, 3, 3, 4, 4, 2, 2, 4, 2, 4, 3, 
3.
The frequency array of these values can be prepared as follows.

3. Continuous frequency distribution:-
The frequency distribution of a continuous variable. The data are arranged in to 
different groups or classes according to their frequencies. 
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Concepts of frequency distribution:-

1.Classes – 0-10, 10-20, 20-30 etc.....The groups for the arrangement 
of values

2.Frequency (f) :- The number of values included in each class.

3.Total frequency (N) :- The sum of frequencies of all classes.

4.Class limits :- Class boundaries. Two limits- upper limit & lower limit

5.Class interval :- class interval = upper limit – lower limit

6.Class mark :- Midpoint of the class = (upper limit + lower limit ) / 2

Example ;

Class 
( marks)

Frequency 
(f)

Lower 
limit 

Upper limit Class interval =
upper limit -
lower limit

Class mark 
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0 - 5 12 0 5 5 – 0 = 5 (5+0)/2=2.5

5 – 10 10 5 10 10 – 5 = 5 (10+5)/2=7.5

10 – 15 18 10 15               5                12.5

15 – 20 15 15 20               5                17.5

20 – 25 5 20 25               5                22.5

25 – 30  10 25 30               5                27.5

N = 70

Assignments:-
1. The different colours of 25 pens are given . Prepare a frequency array.

2. The speed of 20 cars on the N H are given in km/Hr. Prepare a frequency array.
     55, 55, 40, 60, 70.75, 70, 80,70, 90,100,90,80,80, 90, 100,60, 70,80,80
3. Prepare a frequency distribution table from the following data taking a class 
interval of 4.
10,17,15,22,11,16,19,24,29,11,25,26,32,14,17,20,23,27,30,12,15,18,24,39,18,15,21,2
8,33,38,34,13,10,16,20,22,29,19,23,31

Different forms of frequency distribution:-
1. Frequency distribution with exclusive type classes:-
   *Upper limit of class is equal to the lower limit of next class.

   *Upper limit of the class is excluded from that class

Class Frequency 

10 – 20 5
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20 – 30 12

30 – 40 10

40 – 50 6

Total frequency= 33

2. Frequency distribution with inclusive type classes:-
* Upper limit of a class is not equal to the lower limit of the next class.

* Upper limit of each class is included in that class.

Class Frequency 

0 – 9 8

10 – 19 10

20 – 29 5

30 – 39 4

40 – 49 6

Assignment:  -   

Prepare a frequency distribution by inclusive method taking class interval as 7 
from the following data.

15,29,17,22,30,23,27,18,12,7,2,8,5,1,9,3,11,5,20,15,12,8,5,33,27,21,15,3,36,2
7,18,9,2,3,5,32,31,29,18,14,13,15,11,9,7,1,5,37,32,28,26,24,20,19,25,20,19,7,
9,6.

Exclusive type classes are better. So the inclusive type 
classes should be changed to exclusive type classes as 
follows.* Find half of the difference between upper limit of a class and the 
lower limit of it's next class.* Add the obtained value to upper limit and 
deduct from lower limit of the class.
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3. Frequency distribution with unequal class interval:-

4. Frequency distribution with open – ended classes:-
  In this case, the lower limit of first class or upper limit of last class or both are 
missed.
Classes F 

Below 10 13

10 - 20 12

20 – 30 10

30 – 40 22

40 and above 10

5. Univariate frequency distribution:- The frequency distribution of single variable.
6. Bivariate frequency distribution:- The frequency distribution of two variables.

Problem of loss of information in frequency distribution:-
Once the data are grouped in to classes, an individual observation has no 
significance in further statistical calculations. All values in a class are 
assumed to be equal to the middle value of the class. Other values have no 
significance.

Chapter – 4  PRESENTATION OF DATA

                                    Methods of presentation of data

   Textual presentation     Tabular presentation        Diagrammatic presentation 
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1.Textual presentation:-

Example,

2. Tabular presentation:-
    The data are represented by rows and columns of tables.

Parts of a table:-
a) Table number
b) Title – It should be in brief. 
c) Head note – Below title of the table in brackets. It is related to the title 
of the table.
d) Unit of measurement
e) Stubs – Row headings
f) Captions – Column headings
g) Body of the table – Part of numerical data. 
h) Foot note
i) Sources note – It is given just below the table. It represents the data 
sources.

10.06.2021 Downloaded from www.Hsslive.in ®



Classification of tables:-

  (a) qualitative classification

  (b) quantitative classification

 (c) temporal or chronological classification

(d) spatial or geographical classification

3.Diagrammatic presentation of data:-

1.Geometric diagram

     (a) Bar diagrams

            (b) Pie diagram

2.Frequency diagram 
 (a) Histogram

            (b) Frequency polygon

            (c) Frequency curve
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            (d) Ogives

3.Arithmetic line graph

Bar diagrams:- 

a) Simple bar diagram

b) Multiple bar diagram

c) Component bar digra

a) Simple bar diagram:- 

Bar diagram representing single characteristic of data is called as simple bar 
diagram.

Assignment:- ( Q: March 2014 )
Given below the seats won by different political parties of state assembly election. 
Draw a simple bar diagram to represent the polling results. 
Political parties A B C D E

Seats won 75 55 37 29 10

b) Multiple bar diagram:-

The bar diagram for comparing two or more sets of data is known as multiple 
bar diagram.
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Assignment:- ( Q: July 2018)
Draw a multiple bar diagram.
Years  Physics (% of result) Chemistry (% of result)

2011 80 75

2012 82 80

2013 85 80

c) Component bar diagram:-

* Sub-diagrams

* Useful to compare the  size of different component parts
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Assignment:- (Q: September 2013)
The following table shows monthly expenditure of two families. Present the data by 
means of a component bar diagram.
Items Family A Family B

Food 150 350

Clothing 38 120

Rent 56 130

Medical 24 68

Others 70 95

Pie diagram:- 

*Pie chart or circle diagram.

* Divide the components in to a circle.

Method of drawing pie digram:-

step 1 :- Calculate the angle of each component using the formula,

                   

step2:- Draw a circle and divide the angle part of each component in the circle.
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Assignment:- (Q: March 2018)
Draw a pie diagram based on the following data.
Course No. of 

students

Science 240

Commerce 180

Humanities 120

Computer science 120

Frequency diagrams:-
1. Histogram:-

* Two dimensional digram representing continuous variable

* The height of the bar equal to frequency.

* The width of the bar equal to class interval.

* Mode can be calculated from the histogram
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calculation of mode from the histogram:-

Assignment:-
Draw histogram and find mode.
Marks 10 – 20 20 – 30 30 – 40 40 – 50 50 – 60 

Number of 
students 

5 8 16 8 3

Bar diagram & Histogram:-
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2. Frequency polygon:-
   * By joining the mid points of the topside of the consecutive rectangles of the 
histogram, we get frequency polygon.

* It can be drawn with or without histogram.

Assignment:-
Draw frequency polygon for the data given.
Class 10-20 20-30 30-40 40-50 50-60 60-70 70-80

frequency 7 9 16 32 16 15 21

3. Frequency curve:-
    Frequency curve is obtained by drawing a smooth freehand curve passing 
through the points of the frequency polygon.
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Assignment:-
Draw frequency curve by using the following data.
Marks 0-10 10-20 20-30 30-40 40-50 50-60 60-70 70-80

No of 
students

5 4 10 9 7 3 5 7

4. Ogives:-
Ogives are cumulative frequency curves.
1. Less than ogive- The graph of less than cumulative frequencies. Less than 
cumulative frequencies are obtained by adding the frequency of a class to it’s 
succeeding frequencies. 

2. More than ogive – The graph of more than cumulative frequencies. More 
than cumulative frequencies are obtained by adding the frequency of a class 
to it’s preceding frequencies. 

* Median can be obtained from the ogive.
Example;
Class 0-5 5-10 10-15 15-20 20-25 25-30 30-35 35-40

f 5 15 20 10 15 5 15 10

Step 1: Prepare less than and more than cumulative frequencies.

Less than classes Less than cumulative frequency

Less than 5 5

Less than 10 15 + 5=20

Less than 15 20+15+5= 40

Less than 20 10+20+15+5=50

Less than 25 15+10+20+15+5=65

Less than 30 5+15+10+20+15+5=70

Less than 35 15+5+15+10+20+15+5=85

Less than 40 10+15+5+15+10+20+15+5=95
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Step 2: Draw less than and more than cumulative frequency curves on the same set of
axis

More than classes More than cumulative frequency

More than 0 5+15+20+10+15+5+15+10=95

More than 5 15+20+10+15+5+15+10=90

More than 10 20+10+15+5+15+10=75

More than 15 10+15+5+15+10=55

More than 20 15+5+15+10=45

More than 25 5+15+10=30

More than 30 15+10=25

More than 35 10

 Me

Assignment:- (Q: July 2017)
Draw ogives and find median.

Marks 0-20 20-40 40-60 60-80 80-100

No of 
students

4 6 30 14 6
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Arithmetic line graph:-
* Time series graph
* The graph representing different values of variables in different time periods.

Chapter- 9      STATISTICAL TOOLS
Statistical tools and their uses.:-
Statistical tools are statistical methods used for the study. The important statistical tools are;
1. Graphs and diagrams- Helps to study the relationship and to compare the data.
2. Averages and measures of dispersion – Helps to analyse, interpret the data.
3. Correlation- Helps to study the relationship between the variables
4. Index numbers – Specialised averages to study the variations in quantities and 
prices etc....

Project:- 
Project is a statistical device to identify, analyse and solve a problem.
Steps towards making a project:-
1.Identifying a problem:- The first step to prepare a project is identifying a problem 
for study. Problems like poverty, unemployment, inequality etc... can be considered 
for a project.
2. Choice of target group:- The selection of target group for study is the second step 
in the preparation of a project.
3. Collection of data :- Data can be collected by using different methods like 
personal interview, mailing questionnaire, telephone interview etc... ,. Primary and 
secondary sources are available for this purpose.
4. Presentation of data :-The collected data can be presented in different ways. 
Tables, graphs, diagrams etc.. are used for this purpose.
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5. Analysis and interpretation:- Averages, measures of dispersion, correlation, 
index numbers etc... are the important statistical tools for analysis and interpretation.
6. Conclusion:- Conclusion of the study is sixth essential step towards making a 
project.
7. Bibliography:- This is the last step towards making a project. Bibliography 
represents the data sources ie, primary and secondary sources.

Structure of a project:-
1. Introduction
2. Statement of the problem
3. Objectives
4. Methodology
5. Analysis
6. Limitations
7. Conclusion
Examples of projects:-
1. The study about the performance of Kudumbasree units related to women 
empowerment in our panchayath.
2. Study about the economic conditions of daily wage workers in our locality etc....

                                                     * END *

         Prepared by Ramachandran.K; H S S T Economics; G H S S Kokkallur
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