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After forty years of planned development, India
has been able to achieve a strong industrial base
and became self-sullicient in the produetion of food
grains. Nevertheless, a major segment of the
population continues to depend on agriculture for
its livelihood. In 1991, a crisis in'the balance of
pavments led to the introduction of economic
reforms in the courttry. This unit is an appraisal of
the reform process and iis implications for India.
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LIBERALISATION, PRIVATISATION
AND
(GLOBALISATION: AN APPRAISAL

After studying this chapter, the leamers will

. undestand the background of the reform policies introduced in India

in j9391
. understand themechsnism thrmiugh whieh refoem follries were
it=sdueed

. comprehend the proeess of globalisatinn and jts impHeations for India
. ba swase ol theasssct of the =ioim [Eooess M VYarots sectors,




Theie i 2 conseasus {o the world todar tEal seonomic developmzent Is nof a1l
aad the GDP Is pot pecescarily a messnre of progress of a society.

KR, Narayanan, Former President of fndia

3.1 IsTrobucTion

You have studisd in the previcus
chapter that., since independence.
Indiz mliowed the mixed sconomy
framewotk By combimngd the
advantages of the capitslist cconomic
sy=temn with thoss of the socialist
TCONONLE SYSizm. Sans schelsrs Srdue
in the establishhment of 3 vad=ty of
rules and iaws, which were aimed a3t
controlling: and regulating the
zconomy, =nded up instdad in
hompering the process of growth and
development. Others state that India,
winich started ibs developmental path
Arom near stagnation, has sincs besn
shls to achieve growth in savings.
déveloped a divessified imndunstoial
seetor wibch producss & varieiy of
soods and has exparisnced sustainsd
zxpansion of agricultvral cutput
which h=es enanred food sscurity,

In 1991, Indis met Wwith an
débt — fhe govermment was oot
abls tc make repayments on its
borrowings from abroad: forelgn
exchange reserves. which we
gemerally maimiEin teimport peirolevms
and other important items, dropped
to l=vels that wers not sufficient for
zven a fortmight. The crisis was
further compounded by rising prices
of ess=ntis] gonds. Al these i=d the
government o nbtmcuced new st of

policy measuiss which changed the
direztion of our develepmental
stratégies. Ix this chapter, == will
look st the background of the erisis,
measuTes that the government has
sdopied and their iopact on Farious
sectors of the economy

3.2 Backnanooin

The origi of the Insncs] crisis can
be traceéd frovm the Ineificient
management of the Indian econcmy
in the 19805, We know that for
impleimenting varicus polléies and
its general adminisiration, the
government generates funds from
VETIONS sources siich =5 taxsation,
rurning of public séctor enterprises
gte. When expenditure is more than
mcoane, the govermment berows o
fmance thedefleit Fom banks and
slso from people within the countsy
gnd from intermetional Mnancial
Institutions. When we lmport goods
ks petzolewim, v pEy In dollaxs
wilch we €arn om our expérts.
Developmentpolidces regquited thet
ev¥Eén though the reveriies were
very low. the govermment had
to avershoot lis-Teévénue to mest
challanges like unemplovyment.
povertyand poputation explosion. The
continued spending on developmezit
orograrmmmes of the goverranerst did ot
generdte additicaiat revesnue. Morsover,
the govermment was mot able to
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generate sufficiently from internal
sonTees such 35 taxatinn, When the
government was spending & large
share of its incomeonareas which do
not provideimmediaste retiirns such as
the social sector and defence, therewas
aneed tontilise the restefitsrevenus
in 2 highly effieient- manner. The
incame from public sector
undertalnings wasalsenotveryhigh to
meet the growing expenditure. At
times, our Toreign exchange,
barrowed from other countries and
international financial institutions.
waSs Spent on mpeesting consimnphion
needs, Neither was an attempt madeto
reduce such profligate spending ner
sufficient attention was given to boost
exports topayior the growing imports
In the late }980s, government
expenditure began to excesd ifs
revenus by snch lgvge margdins that
meeting the expenditure through
borrowings Becdme unsusteinabls.
Priresof many eszontial gopds rose
sharplv. [Imperts:grew ata very hidh
rate without matching growth of
sxports: As pointedout earlier, forsign
sxchange reservesdeciined to a level
that was3 not adeguate to insgee
imports for more than two weeks.
There was-alscnot Sufiicient foreign
sxchange to rFay the Ilmtérest that
needed to be pald to international
lenders. Alsonoeonnityormiertiationial
funderwas wilingtolend to Indils
Imdiz approathed the International
Bank for Recounstructlon and
Development {IBRD), pocpulariv
knowrn as World Bank ‘and the
International Monetary Fund (IMF).

2]

and received §7 tlldon 3s lean to
manage the crisis. For gvailing the
ioan, these intermabional agencies
expected India to beralise and open
up the secoemy by Temeving
restrictions on the private secter,
reduce thevoic of the goverommentin
many sreas -and Temove irads
restrictions between Indin:snd ether
CLAITHETiES.

Indis agreed to the conditionalifies
of Weorld Bank and IMF and
announiced the New Economic Polley
(NEP), The NEP consister of wide
renging ecomomic reforms, The
thrust of the policies wes towards
cIeating & mors: compEiitive
environment in the economy and
removing the barriers to eniry and
growth of firms. This set of policies
een broadly be elassilisd imta two
groups: the stabiiisation measures
and the structneal reform measiires:
Stabilisation measures are short-
tern measnures, intended o correct
some of the wealnesses that have
developed in the balance of
payments snd tc bring Inflation
under conitrol. In simple words. this
mesns that there was a Geed to
maintain sufficient forelgn exchange
resesves and keep the rising prices
nnder ecotrol. On the other hand,
structural s=form policies are long-term
measures, mumed &t improving. the
efficiency of the soonmmy and incr=asing
s interpations] eompetibvenssshy
remeving the rigidities in various
segments of the Indisn economy, The
govermment initiated & varictv of
selicies which fll under three heads
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iz, Hheralisation, privatisation ansd
globalisation,

3.3 LEzmarisamionN

As poinied out in the beginning,
rules and laws which were aimed at
regulating the economir activities
Decame major nindmances in growth
and development. Liberalisation was
introduced 1o put en end to these
resiTictons and opels Tanons seciors
of the ecodomy. Though a few
liberaglisation @megFsures were
lotrosAuced 1o 189B0s I afess of
lomdustrial licensing, export-lmport
poley, technology upgradation,
Nseal polley and foreign investmemnt.
refors polictes imtiated in 1991 were
mors comprehensive, Let us sfudy
some important areas, such =5 the
indusirial sector, Gnsncial sector, tax
reforms, foreign exchange markets
and trade and Investment seelors
which Teceived greater-atitention- in
and after 1001

Deregulation of Industeial Sectof: In
Indis, regulatory mechanisms were
enforeed in verous ways {i| mdustrial
licensing under-wiict every entreprensur
‘had to get permission from government
offichils to stért-a firm, €lose = firm
or decide the amount of gaonds
that could be producsd (4] private
soctor was notallowed in many
industries [ soime goods cauld be
produced onlyin Smail-seale indusines.
and {iv) controls oo price fixstion and
distritmtion of selected industrial
products,

The reform policies introduced {0
and after 198] removed many of
these restrictions, industrizl
beensing wasabelished foralmostall
but produect eategories —aleshol
cigaretiss, haravdous cehemicals,
indusirizl explosives, siecitronics,
arTosozre and drugs: ‘2nd. phearma-
ceuticals; The onlvindustries which
are now reserved forthe public sector
are a part of atomic enscgy
genesation and some core actvibes
i railway transpert. Many geeds
sroduced by small-scale industriss
havenow been deressrved. o most
mdistries, the mazket has besen
sllewed to detezmine-the prices.

Financial Sector Reforms:
Fin=ncial sectot meludss fimancisl
mstitutiens. =zuech as commereizl
banlks. orvrestment banks, stock
exchangeé operations and forsign
exchange market, The finzncial
sector in indis is resulated by the
Re=eive Bank of India (RB1). You may
be awar= that alf banks znd other
Eoancial iostitotions n Indis &=
regutlsizg thoough varous porms 2nd
regulstsons of the R8I, The REBIL
decides the amount of money that
the banks can keep with themselves,
fizesinterest r=tes, nete of lending
b vErious sectors, st One of ths
major aims of fnancisl sector reforms
is to reduee the 1ole of BBl from
regulator to facilitator of financial
segtor. This mesns that the fnancisl
sector may be allowed teo itake
decisions oo -mEeny matters without
conspiting the RBL
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The reform policies led o the
establishment of private sector banks,
Indtan as well as foreign. Foreign
investment [tmil iy banics was ratsed Lo
arouned 74 per cent. Those banks which
fullil eeriatn conditions have besn given
Ireedom to set up new branches
withiout the approval of the RBI and
rationalise thetlr existing branch
networks., Though banks have been
given pernission to generate resources
from India and abroad. certatn
managenal aspects have been retatned
with the REI to safeguard the inferests
of the-account-holders and the natlon.
Forelgn Institutional Investors (FII).
such as merchant bankers, mutual
funds and penston fmnds, are now
allowed to fnvest in [ndian Ananctal
markets.

Tax Reforms: Tax reforms are
coneerned with the relorms n the
government’s laxation and publle
expenditure policles, which are
collectively known as iis fiscal policy.
There are two types of taxes: direct and
indirect, Direct taxes consist of taxes
on Incomes of tndividuals, as well as,
profits of bustiness enterprises. Since
19491, there has been a continuoos
reduction In the laxes onindividual
Incomies a5 1t was felt that high rates of
neome Lax were an fimportant reason
for tax evaston. It 1s now widely
accepted that moderate rtes of income
tax encourage savings and voluntary
disclosure of income. The rate of
corporation tax, which was very high
carlier, hias been gradually reduced.
Efforts have also been made to reform
the indirect taxes. taxes levied on
commaodities, in omder o facilitate the
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establishment of a common nattonal
markel for goods and commaodities.

in the yvear 2016, Indian constitmtion
was amended to empower state
governments and uron Governnient to
rome oul with laws o iImpose Gooils
and Services Tax. This has led to
tntroduoction of GST o India. This Is
expected o generate additional revernioe
for the government. educe tax evaston
and create ‘one natlon. one lax and one
markel’. Another component of reform
i this area is sienplification. I order
L encoiracse betler compllance on the
part ol laxpayers. many procodures
hzave been simpitiied and the rates also
substantially lowered.

Foreign Exchange Reforms: The flist
tmportant reform n the external sector

was made In the loretgn exchange
markel. In 1981, as an lmmediate
measure o resolve the balanece of
paviments crisis, Lhe rupee was
dewvalued against forelgn currencles.
This led to an increase In the tnflow of
foretgn exchange. It also set the tone to
free the determination of rupee valize
i the foretgn exchange market from
government control. Now, more often
than not. markets determine exchange
mites based on the demand and supply

of foreign exchange.

Trade and Investment Policy
Reforms: Liberalisation of trade and
investment regime was tnitiated to
mcrease intermational competitiveness of
indusiral production and also foreign
imvestmenis and technology mio the
eounomy. The atm wias also to promote
the effictency of local induosinies and
acdloption of modern techmologles.
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In order to protect domestie
indnstries; India was follogwing 3 regime
of gquantitative restrictions on
imports. This wes encouraged through
tight contro! over imports and by
‘kesping the tariffs very high. These
policies Teduced efficiency and
eogmpsHtivensss whicrh led to slow
growth of the manufacturing asctor
The trade policy reforms-aimad at (i
dismanthcg of guantistce resirictions
o impdrts and exports (d) Ecéucton

of tariff rates and (i) removal of
licensing procedures for imperts
Import Heensing was sbolished except
in case of hazardous asnd
environmentally sensitive industries.
Suantitative restrictions on mports of
manufactured -consumer goods and
agneuityral products were alss fully
removed from April 2001, Export
duties have been removed to increase
the competitive position of Indsn goods
inthe interpational maricets.

Ry o e

tiznk FI and s mitoal Hind:

a‘chart onft

kow?

enid {3 ot=st rupes exchonge rEre.

# Give an-axample 2ach of natonslissd bank, private bank, private forsign

¥ Vistt 3 bank n your ot with yolir parenfe Ob=erve snd find 'out the

» Find gut from your parents if ther psy t=xes. i yés. why do they da =0 and

7 Do vou leow thaz for & very long ztme  countres uzed oo keep siber and gald
as Tesenes 10 make payments atwoad? Find out In what form do we keep
oty foreign sxchange réserves andifind out from newspapers. magasings
during the last yeéar Also find the foreign curreney of the following countriss

Country Citi=ney

Vali= of Jfansl unty of forsien
curr=ncy- i Hdizn ropes

v5A
HEK

Japan
Chins
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3.4 Pmivaitsamion

It implies shedding of the ownership
or management of 8 fovernment
swned ‘enterprise. Government
companies ar= converted into privats
companiss n twe ways [{H) by
withdrawal of the govermment from
gwnership and mz2pagement of
public sector companies snd or (i) by
sutright sale of public sector
COMmEanieEs:

Provatisstion of the public s=ctor
enterprizes by selling off part of the
equity of PSEs to the public is known
as disinvestment. Ths purpese of the
sale, according to the govermment,
was mainiy to improve Hnanris]
dizripline and facilitate modermisation.
it was also envisaged that private
capital and managerial capahilities
egitld be sffectively atlised to
improve the performance of the PSLis.

managerial and

Box 3.1: Navratnas and Public Enterprize Policles

¥ou musr havs rEad in veur dhildhond ghout the fammis Narrginese or Nins
Jewels in the Tmperial Court of King Viramsaditya who wers eniinent persons
of excellencs in the felds of art, Hrerature and Imowledge. trorder w0 tmprare
sfflelmey, mmﬁpréﬁﬂmﬂummamﬂlﬂhﬂmjmpﬁrmm effarnively
in the ssralieed gldhal enviranment ‘the govarnmene ldentifles PSE= 3nd
deciars them as mahorsinas, navr=fnas and minfrafmss They wers given greatar
nal autonomy, o taking vagous decisions o run the
company effictently =nd this incresce their profits. Greater operational
ﬂmﬂﬂmﬂmmgmmmm aleg been granted o prodt-melking
snisTprites yeferred @ 2 miinfrainae

The Ceniral Public Sectdf Enterprises are destgnated ‘with different siatue
4 few examples of public enterprises with their status are as follows:
(i) #ahar=tnac — {a) ‘Indian Off Eorporation Limdted, and {b Steel Authorlty of
india Limited, |U) - Narrafrnas - fa) Hindustan Asronsutics Limit=d,
{b] Mah=nogar Telephons HNigam Limied: and () Aflinirainos —
Sanchar Nigam Limited: (b] Abrpore Authorisy of indla and o} Indian Falless
Catering and Tourisnt Corparation Limited.

Many of these profitable PSEs were originally formed during the 1950s
and 1960s when selfrellenice was an important alement of publie policy They
TErEAs @mmmmnmpmﬂngmmmmﬂw
to the pubiic 85 thar guality endproduct reachess the masses &t = nominal
oSt 3 the {'ﬂﬂ:lpanies themstihves were mage accounishis to gll Stakehoidars.

The granting of starus resuled in beder perfiormance of these compantes.
Scholays allege thar inatead of facilirosing publie enteTprises in their expansion
=nd enabiing them m became global plavers, the government party privatisad
them through disinvesm=n: Of lat=. th= dovernment ha< decided 1o r=tain
them Inthe public =ectny sud enahle them to sxpand themesives in the global
miarkets sndd raise resources by themselves frons finsnelsl merkess:

{a) Bharae

[
£
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Ry o e o

2ll gver the world o improve the

Imrereszs: What de vou think?

discuss them In the slassroom

}ﬁmﬂnmtﬁﬂﬁdﬂmiumimdmmqﬂﬂm

whereas others czll it 2= cutright sale of public property to the vested

» Prepare 2 posisr which containe 10-15 news ciippings whick yvou consider
2% important and relating to navarsfnss from newsspapess. Also collect the
logos and afverissments of fhese PSEs, Puiihese o the nodes Doard and

> Do you think only loss making compantss should be pricatssd? Why?

# los==s Ineurred By publis secbor eneerprises a2 to bemet oot of the-publle
budger Do vou gree with this srorsmant? Dijstise

of public sfetor artsrprisss

The goveroimeni envisaged that
privetiseation conid provide strong
impetus to the inflow of FBL

The govermment has slso made
attempts to fanprove the efficiency of
F51s by viving them sutooomy
in telongd manaderis]l decsions: For
instance, some PSUs have:been
granted special siatus as mahsrsinss,
Darr=Einas znd mmmirstnses [see
Sox 3.1).

3.0 GrosarisaTion

Although gicbalisation is genemailly
understood to mean integration of the
economy of ths coumtry with the worid
scomomy, it is 2 complex phenomsnaon.
i is an gutcoine of the set of varicus
palicies that are aimed at tansfommng
the world towards  greater
interdependencs and imtsgration It
Iovoives crestion of oeivorks and

ink=s in surch =z xray that the
happenings nndlacan be mfluenced
¥ everiis hagoening milesawar. [t s
berimng the sorld Ioto onie wiole o
creating a borderless world

Outsourcing: This is cne of the
importent owutcoames of ths
globalisstion process. o cutsourcing,
& company hires regular service from
externs! sources, moestly from other
countries, which was previousiy
provided intermally or from witiin the
country [like iegsl sdvice, computer
service, advertisement, security
each provided by respective
departments of the company]. &sa
torim of eohniomic activity] sutsouireing
has intensified, io revent times.
beczuse of the growth of [E5t modes
of communication. particulssly the
growth of Information Technology
[IT). Meanyv of the sesvices such as
voice-has=ed busimes= progsszss

and geographical boundstiss, (popularly known as BFD or
Globalisation attempts to zstablish  c&ll cenmtres). rzecord kesping
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Box 3.2: Global Footprint!

Gatng o gldhalisation, vou might find mon Indisn compani=s hat= sxpandad
thelr wing= to many cther countries. For example, ONGC Videsh, a subsidiary of
the Indian public seciar enterprise. Ofl and Natural Gas Corporsdon _r-gagedm
.ﬂmﬁgﬁsﬂph:mm;ndgrﬂdmmmj&:ﬂmlﬁmunﬂes_ﬁmﬂeﬂ =
pritate companyestablshad In 1507, e on= of thetop 1en global <wesl

in the world have operations in 26 cowmries and sell its products in 50
countries. It smploys nearfy 50,000 persons m other countries. HCL Technologies
mdtﬁmpﬁﬁﬂmﬂhhﬂﬂh&ﬁﬂghElmmm
about 15,000 persons sbroad Dr Reddys [aboravories, initiaihy was 2 small
company =uppiving pharmaceutical goods to big Indlan Enmpanjacs_ doday has

manufscruring planis and research cenmes-scrpss the workd:
Source: Wi rediff rom Sccessed on £ 1020

accountancy, banking services, music
recording, Him editing book
trenscription, clinles] advire o5 even
teaching are being outscourced by
compeEnies @ developed countries to
India. With the help of modern
telecommunicstion links including the
Intermet, the text, volce and vimal dats
in respect of these servires is digitised.
and: transmitted n real tme over
continents and astion=! boundaries

Most multmstional eorporaticns, and
even sm=ll companies. are oidsonroing
the=ir services o India where they can

Fig. 3.1 Oisroois Snew shgsomret (pseiomie i Ridtedine

be zvailed =t 2 cheaper cost with
reasonable dedgree of skill and
accuracy. The low wage rates and
availability of skilled manpower in
indiz have made it a8 destination for
giobsl cutssureing in the post-reform
pexiod.

World Trade Organlsation (WTO):
The WIO w=s bunded m 1995 as
the successor organisation to the
Gensral Agreement on Trade and
Tariff (CATT) GATT was established
m 194E with 253 countries a5 the
global trade oTganisation
to edminister all
multilateral trade
Egreements by providing
equal opportunities to
all eountries in the
international market for
tading prrposes. WLt is
expected {o establish s
mile-based tradind reghne
n which mations cannot
plars arhitmary restrctions,
on trade. In addition, its
purpose is also to enlarge

INDELN ECONOMIC DEVELCFMENT



% )"“ Work Thess Out

}Lﬂmschﬂlmngue thar globaleacfig 25 = thress a3 itreducss the role of
the sFovernment in menv-=srrors, Some counter srgne thar ir ls an
opperiunity 35 it opens up markes 1o compete in-and capture Debate in
the slassroom.

» Frepare 3 chart consisting of 2 list of Sive companiss that have BP0 services
i Indis along with thelr tomover,

» Did von attend: gnline classes or watched videos of youy teachers or any
sther t=acher =king classss during the 1558 year througn television, moblle
;Lhnnz—:}rmmpu&ft;iuemﬂm igw&aﬁh'wzspaﬁﬁaﬁ
=ated & tformaston technology.

» Is employment in coll centres Susiainable™ What Minds of skiliz sheuld people
mﬁnghzcau:mtrhaxqmmge:amgulumnme?

» i the multinedsmal companiss Sutesurcs many sTrices to couniries lks
Indls bBecauss ufﬁlapmanpm whatwﬂhappmmpmp&emﬂnglnﬂaz

Countries wheve the companiss svs locaed? Discusss

produrtion amd trazde of servicss, to
frisime opumum aiilisation of worid
resources and (o protect the
snvircnment. The WTD adreements
covertrade in grods 53 well 3= Services
to facilitzts fmterpational trade
[bilateral and muliaterall through
removal of tanff as well 25 llaﬂll'tﬂﬂ.ﬂ
barriers and providing greater mark=t

As an important member of
WTO, India has been im the forefront
of framing fair global rules.
regulations and safegusrds and
advocating thez interests of the
developing world, India has kept it
commitments towards Ibemalisation
of trade. made o the WTO. by
renoving guantttsSve resincHens on
mports 20id reducing tariff r=tes.

AEEES L
Growth of GDF and Major Sectors [in %)
Ee=cinr | 298061 | 1000-200:| 200007 | 2007-12 | 201215 | 20:8-12 | 2pr2-13
Aszicdtio= 36 3.3 z3 3.2 1.5 22 =p2*
Irestesr T4 6.3 b1 7= 38 =5 F.o-
Serrices . 2.7 g2 75 :_‘_“_ S-3 7 SE
Total . B8 8.4 T8 8.9 5.8 6.6 74

Boures- Sconnmic Strverforyarions years; [ Mirstne of Finanes, Govermreent of [ndis

Note: *LiSts pereaining i irpes Vel des [DTEY, The G10F = esfimatedf froem (005 M aoiding
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Some scholars guestion the
nsefniness of India being a member of
the WIC as = major volums of
miermationsl frade oocurs smond the
deveioped nations. Thev alsc =ay that
whilz developed countries Hle
cornplaimsts over agriculiniral subsidies
gizen m L'IJE'I eountries, dE?éll:q:riﬂg
to opEn l:.tr.Er_'r marksts for ﬂ‘E—ElEi]Eﬂ
mmmﬁbmmnmzﬂmmdm:rtn

= marksis of developed counfries.
\‘ﬂla_l do you think?

Fl£:39 Himhsesyisse acamesrouErtems

J.6 Ixpian Ecomomy Durineg
ReEFoRMS! AN ASSEeSMENT

The reform process has compisted
thres decades sinee s intioduction.
Lzt us oow look at the performance
gf thes Indisn =sconomy dmmg this
pericd. In sconiomics, the growth of
an econsmy is mEEasured Y the Gross
Domestic Product, Look at Tabis 3:1.
The post—1991 India witnessed a
tapld growth i GDP on'a continual
basis for two decades: Ths mrowth
of GOP jnoeas=d omm 5.6 per cent
during IEEE_D_—QI to 2.2 per eEnmt
dguring 200712, During the r=form

48

period. the growth of agriculture has
declined. While the industrial sector
reported fluctnation, the growth of the
service secier has gone up. This
indicates that GDP growth is mainly
doven by growth in the serviee sector.
During 2012-15, there has been a
sethack in the growth rates of different
seciors witnessed post-1991. While
agriculture recorded a high growthtats
during 201314 this sector wilnessed
negative growth io the subsequent
sear. Whalle the service ‘seclor
continuesd te Wwilness = high level of
growth — higher than the sverall GDP
growth in 2014-13. this sector
witnigssed the high growth mi= of 9.8
per cent. The industzial sector
witnzssed a steep decline during 2012-
13, in the subsequent years it begsn
to show a continuous *"-EE[’EI._E growih.

Th= opening of the sconomy has
led @ arapid Dwresse in for=ign divect
imvestment and for=zign exchange
tes=rves, [he [orsign imvestment,
which includes forelgn direct
Investment [FDI) and lorelgn
Institutional investment (FIj. hss
increased from about US $100 'million
in 1990-21 to US § 30 billion in
2017-1& Therehas been an increase
in the foreign exchangds reserves from
about US 8§ 6 billion in 1880-21
sbout U 8413 Billion i Z018-19.
India i5 pne of the latgest foreign
exchange reserye holdess Is theworld.

Since 1281, Indis Is scen as-a
surcessiil exporier of auta §azts,
plrarmaceutical goods engineering
gocds. IT sofiwsre and texiiles. Rismg
prices hawve zlsc been kept under
contrsl.
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E 1!_# Work These Out

.

o —

# In the previous chapten youo might have studiad sbour substdies in various

seciors, mehsding-agricultore: Some schiniars argue thas subsidvin sgricultre
should be removed to maks the sector inernatonally competitive. Po. you
afree? H 55, how can it be dome? Thamics In risss

Fead the follgwing passage and discuss in cluss

Groundnut {s-= msfor aflsepd crop In Andbra Pradesh Mahsdevs.
who was & farmer In Anantpur district of Andhr= Pradesh, used 1o spend
Rs. 10.000 for growing groundnut en his plot of hatf an acre, The cost
inciuded expendifure on raw material |sseds, fertillsers, &), 1.:’(1@111'
bullock power and machinsty used On an averags, L'En_h_a&mﬁﬁdmﬂﬂ_
two quintziz of groundnut, and s=eH quintal was sold for HBs: 7.000
Alzhasdeve: tnes. was spending Bs 10,000 snd gfttmzmi.m:nme of Rs=
14,0900, Ansntpur districcis 3 drought-prone area. As a yesull of eeanomic
reformns, fhe government did not u:.dzrmt: amy malgr trrigstlon Frﬂjer:f
Recently, groundnut crop In Ansnipiir i< facing groblams due ta cop
disease HescareH and extension worlk has gana down ‘due to lower
goveErnmant - Mzhadeva and hix friénds brought this matter
repeatedly w the notce of the government officials antrusted with this
responsibility. but fatied. Subsidy was reduced on msatertal (zeeds
fertilisers) which tnereazed Mahadeva's cast of cuftivetion Moreover. the
local markets were: fsoded with cheap tmported edible otls, swhich was 2
result of removal of restriftion on imiports’ Mohadava was nnt ahleto =211
hi= groundnuecin the mavker-ag e was not geming the price o eoVED

What could b2 dome to rmers k= Mahadsve fram ineurring losses?

On the cther hand. 'the reloom
process has' besn widely criticised
for not beimng sble to address some
of the basic problems facing our
zconomy especially in areas of
smplovment, agriculburs, Indusoy,
infrastruciure developinent and fiseal

Growth and Employment: Though
the GIF growth rate has mcreased
the reform period. schelars point oot
that the r=fomm-led growth has mot
gemerated sufficient employment
opportunities in the countrv. You will
study the linlk between different aspects
of ‘employment and growth in the
spexct st '
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Reforms in Agriculture: Reforms
have mnot besn zshle to benefit
agriculture, wheee the growthrate has
besn decelprating:

Since 1931, public mvestment i
agricultisre: sector: especially in
infrastriirtn-e. which inchudes
irrigation. power, roads, market
lirlkages and research snd extension
fwhich plaved 2 crucal mile 0 the
Gre=en Revoluiion). s Bllen. Further,
the pariis] removal of fertiliser snbsidy
has led to tosreass I the cost of
production, which hss seversly
affected the small and marginal
farmers. This secter has heen
sxperiencing a number of pelicy
ebhanges such as reduction in impert
dubes en agnowiturs! products, low
mimimam support price and lifting of
gusniitative restrictions on the onports:
of agriculturasl products. These have
adversely affected Indian farmes &s
they now heve tb face incrsased
internaticnal conspettion,

Moreover, becauss of ‘zxpori-
griented policy stratesgies in agriculture,
theye has been a shift from prodiichion
for the domestic markst towards
production for the export markst
fornsing on cash crops i li=n of
production of food grams:. This puts
pressure gn poces of food grains,

Reforms in Imdustry: Industrial
mrowth hasalss recorded a slowdown.
This is because of decreasing demand
of industrial produrcts due to
various reasons surh a5 cheasper
imports, lnadsgoate myvestment in

infrastructure etc. In a glohalised
world, developind countries are
compell=sd to open up their economies
to grester Gow of goods and capital
frem deveioped countries and
rendrering thefr indusiriss yaninerabils
itz imporied goods. Cheaper imports
b=ve, thus. replaced the demsandg
for domestic goods. Domestic
manufarturers are faring competition
o ooports. The mffastrucinre
Eariiitiss, mrluding power suppiy.
bave remained insdequate duse fo lack
of imvestment. Globallsstion is, thus,
often seen a5 creating conditions for
the fres movemesrnt of goods and
zdversely ‘affect the local mdusities
End '=mp1u\'m==nl copportunities in
develjoping countries.

Morsover, & developing eouniry
like India still does not have the access
te developed countries’ marksis
example; although =11 gueota
regtrictions onesports of t=xtiles and
clothing ave been remored in Indis,
US4 has not reméved ther quoia
restriction oo fmport of textlles fFom
lizcHa snd Chins .

Bisinvestment: Every vear, ths
government Hxes5 & targst for
disinvestment of PREs. For instanes,
i 1891-92 it was targetsd to mobiliss
H= 2500 crore through dismvestment,
The govermnent was anie to miobilise
T 3.04D crors more than the target
In 201718, the target was sbout
T 1.00.000 crore - and the achievement
was zbout 3 1.00,057 ezor=: Catcs
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point out that the assretx of PSES have
besn undervalnsd and sold to the
haz been 2 substantial less to the
govermment angd the outright sdle of
pubiic shasis! Moreover. the procssds
Jrom disimrestment ae used (o ofisst
the shortsde of goverrmment Tevennes
rather than -u'.sir;g_ it v the
developmerit of PSEx and bullding
socis]l mfrastructure T the connby.
Do you think selling a past of the
oroperties of government companies
is the best wey to improve their
sffiriency?

Reforms and Fiscal Polleles:
Economic reforms have placed Hmits
on the frowth of public expenditors,
especially In sociz! sectors. The tax
reductions o the reform period, aimed
at yielding larger revenue and curk ax
evasicn, have not resuited In mcresse
in tex Tevemse for the dovermment Alsp,

the reform  policies. imvelving . tarff
redizction, have cuttatled the seope for
reising revenue thoongh ustom dnttes.
o order to atiract foreign iovestment,
tax meentives sre provided to foreign
investors which further reduced the
scope for reising taxrevenues, This has
a negative impact on des=lgpmental and
wellare expenditures:

3.7 Coscrusios

The process of giobalisation through
dberalisstion and prvatisation policies
ims produced positive, a5 well as;
negative resuits both for India and
other countnies, Some schelars argus
that globalization sheuld b9e seenas
an opportumbyiin terms of greater
aceess to global markets. high
technology and increased possibility of
targe industries of developing
couniries to become impertaant
plaversin the international arens:

‘Box 3:3: Sirclila Tragedy!

Power sapior reforms In meny INdisn sistes led 1o do avway with the supply of
_electricity at subsidisad rates and steep 1i5¢ I power mriff This has affected
workers engaged in small indusivies Powerioom texsiie ndustry in Andhrs
Fradesh is ansxample Since-the wages of the powstloom workers are linksd
to the production of Bloth. power CGt meéans cut In wages of weavers, who
wers already suffering from hike in a4 f=w yeore ago. it led & 2 crisis
in the ifvalihcod of the wegvers and 50 powerleom worksrs committed sulcida
in- 2 small sgym called "Siellls” = Angdbes Fradesh,

* Do you think the power @riff should noe be raissd?

> Whst would be your suggestions to revive small industries affected by
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O the comdrary. the critics srgue
that globalisation is a strategy of the
developed countriss o zxpand their
marksis in gther countries, Arcording
to them. it hss compromissd the
welfare and identity of p=ople
belonging 'to poos cvourtlries. It has
further been pointed ont that matket
driven globalizatinn has widened the
fegnmmie dispgarities ameong riations
and peopie.

Viewed from the Indian context
some studies have statec that the
er:sis timt erupted in the eacly 1850s
was basically an outcome of the desp-
mocted dnequalities in Indian society
anid the economic reiorm policies

imitiated as a response to the crisis
by the gu'reu:n:lﬁut with =xternally
advised policy package, further
agdravated the Inequalifiss. Further,
it has imersasesd the income and
guality of consumption of only high-
mcone @moups 2nd the groswth Has
been concentzated only 1m
soine select aress in the ssviees ssator
surh #s toleceommunication,
information technology. finance,
entertainment, trave! and hospitslity
services. real estate and trade.
rather than vital sectars such as
agricultiire and indastry which
provide livelihgods iog millions of
peopls m the country.

I
?" o Recap

* The sconomy was fasing prﬁhaﬂ:l:ls- of- declining forelson ewhangs, growing

tmparts withour matching Tise in exporss and high nfladon Indls changed
its ecomomic poiictss In 1931 mtﬁaﬁnmﬂﬂmﬁsndpﬂmﬁm
tnternational argantesrions ke the Wiorld Bank snd IMF

In the domesric econemy, mator refnrms were underiakten In the indusiris)
and fnancial ssctors Major ._mn:mi =y reiarme included foreign
=xchangs deraguiations and import-ifbaralisation

With a2 View to improsing the pesformance of the public sector, there was a
consensus on reductng fts rojs snd opening ftup tothe private secoor: This
Gichbalisadan iy the suromeaf the policies aflibarglearion and privetd=ston
it means an mtegration of the economy of the country with the world econonmy
Cutgopnreing is emerging-zs g malor actvity i dusrriat ond service
SECioTS

The@ﬁﬂiﬁfﬂiﬁmumﬁujhll;ldm!fhaﬂtmsjEn;ng o smEuTE.
optiminm 1|:lﬂL=.:aﬂﬂn of word fessurrEs

During fhe reforms. grnwmn*;gdﬂﬂmm end indilaivy hae don= douwn bt
the sfnies s=ctar has regittsred growih

Reforme have not bensfiad the agrculiure sector, Thers hes also besn 2
dectine in public Investment in this ‘zector

Indizstrial sector growih has slowed down due to avallabilite of cheaper
tmports and lower imvestment
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Why were reforms inmoduced in Indla?

Why 13 it necassory o became 5 member of WIGO?

Why did HEf have t© change it role from controller ©© factlitator of
financial s=ctor In Indis”

How = REI conmroiling the commereial banksT

What do you understand by devaluston of rupee”?

Diztngnish betweawn the fplivwing

(' Straregic and Minority salé

4] Bitateral and Multi-lateral trade
(i) Terdff end Non-tariff barrfers:

Why are 1arifis impessd?

Whar is the meaning of guaniitative resgictions?

shouid be privatised- F¥s you agree with this view? Why?

Do vou think sutssureing is-good for India® Why are developed
countries opposing it? : . '
India has cermatn advanages which makes ita favourite outscurcing
destination. What are these advantadges?

Do vou think the niizrarms policy & ihe govermment keins o
improving the performance of public setior undersakings-in indla?
How?

What are the major factors yesponsible for the high growth of the
SEITICE SECinT?

Agricultere sactor appears @ be adverssiv affectad by the reform
process. Whs?

Why:has the Industrial secror performed poorly Im the refigrm
period?

Dlacuiss economie reforms in Indis tn the Nght af soctal justice
and welizze
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%’E SUGGESTED ADINTIONAL ACTIVITIES

E

The table given below shows the GDF growth rate ar 2804-05
prices. You h.:ﬁ"f studied ahout ihe technigues of pres-ﬂ:u:aﬂnn
of data In vour Stafisfics for Evsnomics courss. Draw 2 tima
=ariss ke g}sa;rh based on the data given In ths table and inter-
pret tha' same:

Year GOF Growth Rate (%)
2005-05 25
200607 as
2007-08 83
2005-03 87
200510 26
2016-11 ES
2311-12 &7
2012-13 5.4
201514 g4
F014-15 4

Observe around you — youwill find Staze Elecrmicity Eoards
(SEBs), BSES =nd many public ond private organtsations sup-
plring electsiciry In diffrsm sintes and unton territod=s. Thers ars
private busss on roatds slohgzids the goverment bus services and

=0 O

fil Whar do you think shour this dual svsiem of the co-exizience
of publtc gnd privats sectors?

[ii] What are the meritz and demerits af =uch a dual sysrem?
THeocuss.

With the Eﬂlp of your parents and grandparants prepare a Hat of

muitinstional companiss that extéted i Indts ac the thme of

independancs Now put a () mark agatner rhass which are =il

growing and z (%) against those which do not exist any more. Are

thers any campani=s whose namess have tb.a.ngr-ﬁ'? Find our tha
new names. the country of origin, nature of produce. logo and
prepare cherts mnd displey in vour class.
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4, Give approprisie emmples for the follawing:

Nafure of Freduce MName of 3 Forsign Company
Hisruits

Shoes

Compuiers

Cars

TV and Refrigerators
Stationery

Now, find it i thess eampenics whieh are nemtdonsd above axdsted in
Indis before 1921, or came after the ew Economic Folicy. For this: ajke
the help of your teacher, parents, grandparents and shoplesepers
5.. Collect a few relavant newspapsr cuttings and from tha internet
on- meetings organized by WI0O Discuss the issues debared in
these meetings. and find out how WIO facilitates world oads.

B, Wititn&sma‘a[nﬁ:immmecﬂnmmmrﬁﬂjms a2t the

behas: of World Bink and Ins=rn=tonal !iiﬁ.ﬁ&!.m Fund? Was there:

no alternative for the Sovernmant to =2dlve the bBalanes of pay-
ments erizis? Discuss in the classroom.
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FPoverty Alleviation In fndle Sage Publieation Deihd

Sarus, oJerrmy 10, Asorore Vassmyy snnd Noesau Barsae 1999 fmdi= in
tha FEra of Econoinis Raforms Oxford Unfversity Prezs. New Dalhl

Government Reporis and Wehsites

Eronomie Suryer for various v=ars. Minlstry of Finanee, Government of

India: Published by Doford University Press. New Delhi

Tenth Five Year Plan 12397-200F: Vol 1. Government of India, Flanning

Commiscian, Wew Betht

Appraisal Document of Twelfth Five Year Plan 2012-2017. NITI Aayeg.

Govarnment of Indta

hittps: S /dipam govin

Hapdhoalk of Stafstrs an Indian Erarormy, Beserve Bank of Indi= for varlous

years, Mimnbal

INDELN ECONOMIC DEVELCFMENT

200475



