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Introduction

ThebasicingredientwhichretardsthegrowthprocessofLDSc/UDCsisthepoverty.Becauseof

povertyaneconomycannotattaineconomicdevelopment,orinotherwordspovertyleadsto

underdevelopment.Itisbecauseofunderdevelopmentoreconomicslumpthecountryfallbelow

thepovertyline.

Thereisacauseandeffectrelationshipbetweenpovertyandeconomicdevelopment.Thereare

circularrelationshipsknownasthe“viciouscircleofpoverty”thattendtoperpetuatethelow

levelofdevelopmentinLDCs.

Nurkse’sView

RagnarNurkseexplainstheideainthesewords:“Itimpliesacircularconstellationofforces

tendingtoactandreactupononeanotherinsuchawayastokeepapoorcountryinastateof

poverty.Forexample,apoormanmaynothaveenoughtoeat;beingunderfed,hishealthmaybe

weak;beingphysicallyweak,hisworkingcapacityislow,whichmeansthatheispoor,whichin

turnmeansthathewillnothaveenoughtoeat;andsoon.Asituationofthissortrelatingtoa

countryasawhole,canbesummedupinthetriteproposition:“Acountryispoorbecauseitis

poor.”

ThebasicviciouscirclerootsfromthefactthatinLDCstotalproductivityislowdueto

deficiencyofcapital,marketimperfections,economicbackwardnessandunderdevelopment.

However,theviciouscirclesoperatebothonthedemandsideandthesupplyside.Thiscanbe

explainedwiththehelpofthefollowingfigures:



Thedemand-sideoftheviciouscircleisthatthelowlevelofrealincomeleadstoalowlevelof

demandwhich,inturn,leadstoalowrateofinvestmentandhencebacktodeficiencyofcapital,

lowproductivityandlowincome.ThisisshowninFig.1.1.Butincaseofsupplysidelow

productivityisreflectedinlowrealincome.Thelowlevelofrealincomemeanslowsaving.The

lowlevelofsavingleadstolowinvestmentandtodeficiencyofcapital.Thedeficiencyofcapital,

inturn,leadstolowlevelofproductivityandbacktolowincome.ItisdepictedinFig.1.2.Thus

itiscleared,thatthelowlevelofrealincome,reflectinglowinvestmentandcapitaldeficiencyis

acommonfeatureofboththeviciouscircles.

Athirdviciouscirclesurroundsunderdevelopedhumanandnaturalresources.Developmentof

naturalresourcesisdependentupontheutilizationofresourceswhichinturndependsuponthe

productivecapacityofthepeopleinthecountry.Ifthepeoplearebackwardandilliterate,lackin

technicalskill,knowledgeandentrepreneurialactivity,thenaturalresourcesareboundtoremain

unutilised,underutilizedorevenmisutilized.Ontheotherhand,peopleareeconomically

backwardinacountryduetounderdevelopednaturalresources.Underdevelopednatural

resourcesare,therefore,bothaconsequenceandcauseofthebackwardpeople.Thisisexplained

inFig.1.3.
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Conclusion

Itisclearfromtheabovethatpovertyandunderdevelopmentoftheeconomyarecoincidentor

synonymic.Acountryispoorbecauseitisunderdeveloped.Acountryisunderdeveloped

becauseitispoorandremainsunderdevelopedasithasnotthenecessaryresourcesfor

promotingdevelopment.Infact,povertyisself-perpetuating.

Fig:1.3


