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Indian Economy 1950-1990
Economic Planning - A system where a central authority, in this case, Planning
Commission, now NITI Ayog, in India sets a set of targets and mention sit programmes
to be achieved within a specific period of time.
NEED OF PLANNING IN INDIA: Owing to the backwardness and stagnation in the
economy it could not be left in the hands of market forces of supply and demand to make
way for growth and development. A heavy investment supported by the government was
required and therefore Planning in India was needed.
DIRECTIVE AND COMPREHENSIVE PLANNING
Directive Planning: System of planning where planning is just used to direct the forces
of supply and demand. There is no direct participation of the state in the process of
growth and is solely there for ensuring law and order. This principal is mostly pursued in
capitalist economies.
Comprehensive Planning: System in which government participates in the process of
growth and development. This planning is mostly pursued in mixed and socialist
economies
TYPES OF ECONOMIES - CAPITALIST, SOCIALIST AND MIXED ECONOMIES
CAPITALIST ECONOMY
An economy where the means of production are owned by individuals who can freely
take their decisions by the motive of profit-maximization is called a capitalist economy.
Features of Capitalist Economy are:

1. Private ownership of means of production

2. Profit maximization is the primary motive and government is confined to ensure

law an order.

Merit:

1. Promotes self- interest, profit maximization and acceleration of GDP growth.
Demerit:

1. The collective interest of society ignored.

2. Production of only high-profit goods.

3. Growth without social justice.
SOCIALIST ECONOMY
The economy in which there is social ownership of means of production and the
Important decisions are taken by some central authority of the government with a view
of maximising social welfare is called a socialist economy.
Features of Socialist Economy are:



1. Collective ownership of means of production.
2. Maximised social welfare due to direct participation of the state.
Merit:
Tries to achieve equality in the distribution of income, along with inclusive growth and
social justice.
Demerits:
1.Slow GDP growth
2. Profit maximization replaced by the principle of * Equity and Justice’
MIXED ECONOMY
An economy which has both private and public ownership of means of production is
called Mixed economy.
Features of Mixed economy are:
1. Private and government(public) ownership.
2. Profit- maximization is the governing principle in decisions for Private ownership
and Social welfare in Govt or Public ownership.
Merit: Combines the best features of both capitalist and socialist economies like GDP
growth ensured by Private entrepreneurs and social justice by government.
Demerit: Government sector often inflicted with corruption therefore a low level of
efficiency.
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