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INDICATORS OF ECONOMIC DEVELOPMENT: A THEORETICAL APPROACH

KAILASH MAHTO, Patna.

ABSTRACI i Regional disparity in levels of economic development is of major .oo".- foa

a welfare Government like rhc Unior, Republic of India. The prcsent paper is intended

to highlight the theoretica! considerations in selecting the indicator of economic develop-

ment.

Since the levels of economic development cannot be measured directly, one must select

suitable indicators. A developnient indicator should represent somc aspect of develop

meDt such as iudustrializaion, urbanization, etc, lt uray be a direct measure ol aneconomre

or social variable, or more often. aD indirect measure of some non-mcasurable phenomena, viz.

s,andard of livir,g. Indicators may be disaggregated, compositc (aggregated) or representative.

There is no foolproof method ofreaching an operational index from the theoretical coDccPt

except by making a number of judgements.

T he choice of iDdicators of regional development should distinguish betrveen the basic forces

and dertvativeresult and base itselfoo the intrinsic relationship between spatial and sectoral
processes in a holostic frams.

Regional disparity in levcls of economic
development is of major concern for a

welfare Government like the Union Republic
of India. The main aim of the Government
is to reduce regional disparity and provide
every citizen all possible facilities for their
development. The present paper is iotended
to highlight the theorelical considerations in
selecting the indicators of economic
development.
Theoretical Consirlerations

Since the levels of development are not
directly measurable one must select suitable

indicators. A development indicator should
represent some aspect of development such

as industrialization, heatth, equality,
participation etc., because development

involves changes in structure, capacity and

output. It may be a direct measure of an

ecoDomic or social variable, or more often,
an indirect measure of some non-measurable
phenomena, viz. standard of livign

Drewnowski 1 Baster, 1972) is io favour
of indicators limited to observable and
measurable phenomena.

Indicators may be disaggregated, composite
( aggregated ) or representative. In the first
case a complex phenomena is broken into a
number of elements or components, and
indicators are selected to represent the
different components. Ideally these elements
should be homogeneous, mutually exhaustive
aod mutally exclusive. In the second casc, a
single indicator is constructed by combining
a number of indices, involving some system
of weighing indices, in the third case, a
representative indicator is selected as the
best measure of a particular phenomenon
bn the basis of some criteria such as

closeness of correlation with otber indicators
of the same phenomenon In all three
cases the validation of the indicator depends
on its reliability, sensitivity and Jccuracy
and on the consistency of its relation to.
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other development indicators, The justifica-
tion for selection of a particular indicator
and a particular process of selection will
depend, however, on the purpose for which
they are to be selected. Thus the selection

of indicators requires subjective judgement

on the part of the researcher.
The meeting of the levels of development

has had different connotations to various
scholars. They have historically acqired a

certaln meaning, though this is not precise or
universally valid. The prccedure of measur-

ing the levels of development must, therefore,
attempt to tap these implications as best

as possible. A regional analysis has thus
to work out definite Procedures for
measuring and constructing an operational

index for development. A good deal of
Iiterature has come up in the last few

decades on the indices measuring quantita.

tiyely the levels of development (Pathak,

1973i Raza, 1973; Pathak, l97A; Mitra, 1966;

Baster L972; Yadav, 1966). The essential

test of acceptability of these indices is how

best it approximates the essence of the

concept. There is no foolproof method of
reaching an operational index from the

theoretical concepts except by making a

number of judgements. These can roughiy

be grouped into two categories :-

l. Selectiog an indicator or indicators for
formulating comPosite index; and

2. Deciding the nature of relationship

among the variables of the composite index.

Some crude indices of development can

be evolved with the help of single indicators

such as the level of an activity ( or some

derived indicator such as thc co'efficient
of location), per capr,ta income, level of
urbanization, employment etc. The technical
difficulties and need for subjective judgement

in this uni-variate analysis is considerably

less but it fails to catch the real connotation

of the word(Pathak, 1973; because develop-

ment is multidimensional.
The proper choice of indicators consti.

tutes the crux of the methodology, which in

turn depends on theoretical assumptions.

TRANSACTIONS OF THB iNSTiTUTE OF INDIAN CEOCRAPHERS

Raza has amply demonstrated the select-
ion of such indicators which are really not
related to or expressior of economic deve.
lopment in developing countries but their
selection is made on account of the influ.
ence of the conventional Anglo.Saxon the-
ories of regional development ( Raza, 1973),

The choice of indicators of regional
development should distinguish hetween
the basic forces and derivative results, and
base itself on the intrinsic relationship
between spatial and sectoral processes in a
holistic frame. With such an approach, the
groups of economic, and social indicators,
or individual indicators within each group,
reflect different aspects of a phenomenon,
which in spite of its complexity and its
apparently fragmented character, is
essentially one.
Types of Indicators

1) General Indicators : Per capita income is
perhaps the best single measure of economic
development of a region. [t is an aggregative
type of indicator, wholly capable of
evaluating the combined effect of seversl indi.
cators of the economy in grading the districts
on the ladder of development. However, the
variations in the real purchasing power
of money may reduce its suitability as a
good indicator of economic development.
Moreover, it would not distirguish between
the qualittative differences of development,
as the same monetary income from primi.
tive practice of cultivation and modern
industry or goverDment service does not
have the same bearing on the current stage
of development.

Capita-l output ratio indicates the
stage of development through technological
advancement and capital available for
consumption and saving.

Capital formation as percentage of gross
product will indicate current development
as well as future development. This can be
shown in terms of saving per head. Saving
or capital formation depends on the need
of consumption and investment in provi-
ding necessary services. This also dependson
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the pressure of man on land. This type of
data is usually not available.

Urbanization reflects the horizontal
movement of people in response to changes

in the sectoral structure asscciated with
economic development ( Raza, 1973),In the
urban areas, secondary and tertiary
sectors of the economy are more developed
and they offer relatively greater amenities of
living and higher educa,tional and cultural
facilities. It can be expressed as the percent-
age ofurban population to total population.
Sometimes, however, it does not indicate
urbanization but simply urban accretion,
such as when rural-urban stream is not
absorbed by and large into a corresponding
expansion of the secondary sector in the
urban areas, it leads to urban accretion and
not urbanization in true sense of the term
(Raza, 1973). Despite this lacuna, urbaniza-
tion is an accepted indicator of
deveiopment.

The share of workers to total population
is also a good indicator, because it shows
tbe level of dependence on the workirg
force which has a definite bearing on the
standard of living and saving etc. The ratio
of workers to total population also indicates
attractiveness of the region ( district ) in
terms of economic opportunity, however, it
may indicate lower economic level, because
in a poor society the share of workers is
relatively higher, particularly in tribal areas.

The share of workers engaged in
nonagricultural activities definitely indicates
tbe level of economic development, because

it shows that the modern sectors of the
economy like mauufacturiog and mining
etc. have been able to absorb more and
more workers aud relieve the pressure on
cultivable land.
2) Indicators of Agricultural Development :

Though overdependence on agriculture and
related persuits indicate backwardness of
the economy, there is need to study the
relative development of agriculture for
ryasuring the economic condition of the
people engaged in cultivation. The level of

the development in this case can best be

reflected in agricultural efficiency. Thus, it is
reflected in the total productioo from a
particular unit area and in per acre yield.
However, the gross value of agricultural
output per agricultural workers would be

the best indicator of agricultural develop-
ment. It accounts for total production
as well as their market value. Unless the
farmers receive higher price for their produce
cultivation will not bring prosperity to
them. A slight devlation of this indicator is
tbe gross value of agricultural output per

hectare of net area sown. In their absence
the following indirect indicators can be

studied.
l. Cultivable area per agricultural worker;
2. Net area sown per agricultural worker;
3. Area sown more than once as percent-

age net sown area;
4. Percentage of gross irrigated area to

gross sown area; and
5. Wage rates ofl agricultural workers.
The first indicator will throw light on the

availability of land to workers, which is the
basic requirement in agriculture. However,
availability of more land would not bring
economic prosperity unless appropriate
modern agricultural practices are followed.

The secord is also a good indicator of
agricultural developmert, because all the
cultivable area is not sown every year. The
share of net sown area to total cultivable
area indicates the fertility of the soil. So oet
area sown per agricultural worker is a
refinement of the first indicator, i. e. cultiva-
ble area per agricultural worker.

Intensity ot cropping is yet another good
indicator of agricultural prosperity. Other
things being equal, the rnore number of
crops raised in a year from a piece of
land the higher is the level of agricultural
development. The percentage of area sown
more than once to net area sown is, therfore,
an important e;onomic indicator. [t is a
composite end-expression of effort in three
directions : area, yield and cropping pattern
and an urge for cash crops.
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Irrigation is an important input of

agricoitur". It is also an indiruct measure of
tJtal inpurs that go wrth irrigation, viz"
better techniques' monures, ltrtiliztrs, high

yiclding vuriciies of seeds, pesticides anda

irrgher level of farmiug activity and the urge

fol cash crops. Tlrcrefore, the percerttage of

gross irrigated area to gross area sown ls a

eood economic indicutor.
""il-ril. iorr indicators will mair,ly point

out the econonric condition of cultivating

class. As more tiratt two-f iftirs i44 pi:r' cent )'
of the sgricultural workcrs arc agricultural

laboureis, their wage ratcs may be selccted

as a seParete indicator. The higher the

wage rate, the bettcr would be theii econonric

cnoditicn.
( 3 ) Inrlicators of Industrial Developmcnt. :

The role of industries in economlc

development cannot be over emphasized'

It is a modern sector of ecooomy on which

the development in other sectors depeods'

Hence the indices formed to measure

industrial development are very important'

The per capita value of industrial output

could bave been the best single indicator of
industrial development, because it accouuts

for industrial oulput, income generated and

value added by manufacturing etc' However,

the district level data for this is not availabe'

In its absence other indirect measures can

be used. The number ol registered working

factories per 1000 sq. km. can be taken as a

measure of intensive industrializatiou' But

all the factories do not have the sams

lmpact. So the number of workers employed

io iUem per lakh of population atongwith

per ceDt iharc of total workers engaged in

non-household industrie$ cirn be taken as

iodicators of the imprct oI industrialization

oo the econmy. This includes the share of

total workers engaged in industries, number

oi r.gisterea workiog factories per thousaod

,qout-" kilometres and workers per lakh of

o'ooutation emptoyed in registered working

iJories. Since the size and capacity of

registered working l'actories to provide

eJptoyr.nt would vary greatly, so the

number of registered working factories per
thousand kilometre is not a godd indicator,
4) Indicators of Trade and Commerce :
Simaltaneouly with urban and industrial
development tcrtiary activities particularly
trade and commerce, devclop in a region.
No traCe statistics worth mention are availa-
ble on district level. The per capita sales tax
would have been a good indicator provided
the tax structure were the sarne in all the
states. Moreover, such data is collected on
tire basis of commercial circles which do not
correspond to the districts. Ia its absence
the percentage of workers in trade and
commerce out of total workers can be taken
as an indicator.

The development of regional infra-struct-
ure is a pre-requisite for the development
of agriculture, industry and urban centres
(Pathak, 1970, 77). tt includes develop.
ment of transportation networks, power-
supply, irrigational facilities, educational
and technical institutions, etc.
5) Inrlicators of Transpoit Development :

Roads constitute a very important infra-
structural item of economic development.
The rnileage of surface roads per 100 sq.km
and per lakh of population are generally
the two indicators adopted to measure the
relative development of different areas.

The per capita motor spirit tax is a good
indicator of the development of road trans-
sport, because it combines in itself the
number of vehicles, miles run and also the
load carried, because the consumption of
petrol or diesel is higher in heavy transport
vehicles l Bureau of Applied Economics and
Statistic, Govt. of W. Bengal, l97l).

The direct aspect of tbe road traffic con-
cerning the economy of the district is the
number of goods carriers. In the absence of
the data relating to ton.mileage carried, the
number of goods vehicles per lakh of popu-
lation can b: selected as indicator of goods
traffic. The number of commercial vehicles
indicates the intensity of economic activi-
ties. Although the vehicles registered in o1e
district do not necessarily conEoe their act-i.
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vities to that district, nevertheless, the
Iocation of the registration indicates of all
their'activities and is an accepted indicator
of economic prosperity, ( Bureau ol Applied
Economics & Statistics, Govt of W. Belga,
197 t ).

The persons employed in transport can

also be used as an indicator of development
of transportation in a district.
6 ) Health Inilicators :

With economic development health
condition and educational facilities also im-
prove. So the indicatcrs of hralth and edu-
cational developinent would certainly prrint
out the levels of econornic development.
The expectancy oi' Iife, if available district-
wise, would have been a good lndicator of
health ccndition. Since this is not available
the general death rate can serve th* purpose
but the compilation of suclt a rate still
suffers from the drfect oi incomplete co-
verage as deaths are generally not reported,
and the data is also not properly compiled
in different areas. The maternal death rate
per 000 birth ( Iive and still l is another
indicator of the health conditions. Here non-
reporting, if any, affects both the numerator
and the demomintor in the same proportion.
The infant death rate is also an alternative,
but this also suffers forno the del'ect of non'
reporting in ditfernt proportions for the

numerator and the defect of denominator
of the rate and inaccuracy in age-reporting
of the infants. In existing conditions only
hospital beds per lakh of population can be

chosen as an indicator of health conditions,
because it shows the level of medical facilities
available. Though the hospital beds are not
meant only for the district in which the

hospital is situated, particulhrly large hos-

r03

pitals and medical colleges, nevertheless it
is a good indicatcr of hcalth conditions.
7) Indicators o{ Educatioual Development :

Effective lltcracy ( perceEtagi of literates
to population a'trove 5 ,vears of age ) is a

good indicator of cducaticnal deveiopment,
particularly in a case Lke trndia where iiteracy
is very low. Holvever, in absence of the data
for effective literacy crude literacy
( perce':rtage of literate s to total population )
can be takeo as aa iudieator of educational
deve:opmelt. Ir is a general inrlex of cultural
ard technological advance. ?ire percentage
of school-going children in the age-group
6-14 years is another good indicator ol' the
state of afiairs in educational sphere. It
throws lighr on the elfort with which the lack
in educatiirn is being made up, The scllolars
per lakh of population, per capita
expenditure on.education and educational
institutions per lakh of population are other
possible iniiicators.
8) trndicators o{ Polver Development :

As economic prosp*rity rises, the per

capita electric power consumption generally

increases. Hence, per capita consumption
of electricity cau be a gooci indicator of
economic development. Another indicator
wouid be per capit* consumption of
inanimate enL'rgy per kg. of coal equivalent.
Conclusion

To summarize it can be said that levels of
economic development cannot be measured

directly. One must select suitable indicators
for measuring it. The indicators should
represent some aspects of development. The
proper choice of indicators constitutes crux
of the methodology in studying levels of
economic development which depends on
theoretical assumPtions.
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