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4. Economic transition in India
a. Agriculture: Importance of agriculture in Indiaonomy, recent issues ang
policies in Indian agriculture — WTO and Indian

b. Industry: Structural changes and compositioninoiustry since 1991,
small scale industries; role, problems and polisiase 2000disinvestment:
policies and issues, SEZ: Concept, role and impact

c. Significance and growth of service sector.

5. Inclusive growth

Meaning and importance, National and global aciden — Millennium
development goals, government policy to promote dmuhevelopment with
reference to education, health, family welfarendi&, National population
policy 2000.

6. Economy in the long run
Long run objectives: growth and sustainability -r@ept and importance of
knowledge economy, knowledge based exports fronalnd
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Nature and significance of Agriculture

In the development of any economy, agriculture glayery important role.
It becomes more significant in a large country likdia with diverse land
resources.

The role of agriculture was first identified by Qney, a physiocrat.
According to him it is the only the agriculture s@cwhich can generate a
surplus and create value, other sectors only tams¥alue.

Economists like R.Nurkes gave a secondary impoetan@griculture in the
pattern of development.

Arthur Lewis again gives primary importance to aglture. It is a known
fact that the contribution of agriculture sectorcidases with rapid
development, but in India it still plays a signért role.

Significance of Agriculture in Indian Economy

The significance of agriculture in Indian economgncbe measured
through its contribution to national product, enym@nt, industry and
international trade.

Contribution to National Product :

In the initial stages of development agricultuoatcibutes to a
larger share in the national product. With rapidedepments in
the manufacturing and service sectors, its shacredses.
However its contribution also depends on resource
endowments. In advanced economies like USA and UK
agriculture constitutes around 3% of the nationspot.

In India, agriculture subscribed 56.5% of natiowaltput in

1951, but it gradually reduced to 23.3% by 200G6per 1981
prices. The decrease in agricultural contributicrlatively

indicates the development of manufacturing andisersectors.
In spite of its reducing share, India has selfisigihcy in food

grains with 199 mil tons output.

Contributions to EmploymentAgriculture has been the largest

employing sector through out the plans. Its shame i
employment generation was 69.5 percent in 1951raméined
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high at 38 percent even by 2007. This is mostly tuehe
composition of rural, urban population, over depare on
agriculture and attitudes towards migration.

There have been efforts, spread through out thaspla
generate employment in rural sector by various reeseand
projects like IRDP, IADP, DPAP, etc. The rural emphent
situation is, however, faced with problems of disgd
unemployment, under employment and seasonal
unemployment.

Agriculture- Industry interdependence

The dependence between industry and agriculture is
traditionally considered very important. These sexhelp each
other and grow in the process. Agriculture suppiesess man
power to industry, agriculture is the source of mraaterial for
industry. Agriculture provides food supply and adiy
provides the incomes and markets for the indu§irythe other
hand, industry provides the capital inputs, infrasure,
technology and markets for the agriculture seckolis also
useful in providing means of better standard ofnfivand
absorbs the excess labour.

Contributions to Internal Trade

It is seen that the contribution of agricultureGdIP has been
decreasing over the years but still considered ifsignt.
Similar is the trend in terms of international ®adn 1950 its
contribution to international trade was 75 perc@ihie share of
agriculture output decreased to 16.4 percent by-200 This is
mostly due to factors like growth of non-basic geothis trend
Is considered advisable. The agriculture outpubdpanelastic
at certain level, diversification is essential.

Over the years the import of food grains has atsnecdown. The exports

were traditionally Cotton, Jute and Tea. Presetitky,exports are diversified
to horticultural products, dairy products, vegetabloil and oil cakes.
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Recent issues in Indian Agriculture
1. Food Security

1. Physical availability: Food security involvesygltal availability of
food to the entire population in a country.

2. Economic access: To make adequate food avaitabhl, it is
necessary that the people have enough economissaarethe
purchasing power so that they can acquire the fioeg need.

3. Healthy life: For healthy life the food availaldhould be adequate
in quality and quantity to meet nutritional requents.

4. Long term basisA nation may acquire self sufficiency in food at a
point of time, but the food security requires ttiately and adequate
supply of food should be available on a long teasi$.

Remedies to Improve Food Security System

The following are the measures suggested to refloenDS or the FSS:-
1. Proper management of stocks: The FCI of Indisukhtake
adequate measures to manage the stocks. A subkambunt
of good grains stocks can be saved form rodentpraper
measures are undertaken.

2. Decentralization of PDS: PDS is criticized besmawf its
inefficiencies on account of its centralized natufeonomists
believe that local level authorities such panchayatsand
NGO'’s should be involved in PDS for identificatiohthe poor
living BPL, and also in the distribution of foodagmns in their
jurisdiction.

3. Linking wage employment programmes with PD3s Ktrongly
argued that PDS should be linked with wage-emplayme
schemes like JGSY and EAS. The PDS supplies shbeld
undertaken through such schemes so that the PDS&fitben
would reach to the deserving poor people and nahéonon
poor.
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4. Identification of commodities: Through extensigensumer
surveys, the government should identify the PDSmodities,
which provide higher benefits to the poor. The cadities
which are mostly used by the poor and the non peed be
included under PDS.

5. Stern action again diversion: The state goventsnghould take
stern action against those shopkeepers who dihertRDS
stocks in the open market, such as penalty andettation of
license.

2. Agricultural Pricing

The agricultural Price Commission was set up in519&h several broad
objectives.
1. To provide better incentives for technology sfen. The is
looked upon as a means of improving productivityvad.

2. To influence cropping pattern and rationalize thilization of
land. The traditionalism in cropping is a majoretfof Indian
agriculture.

3. To maintain uniform and respectable standartivofg for the
cultivators and the consumers at large.

A mechanism to influence agricultural pricing wa®veloped. The
administered price was intended to deliberately agen agricultural
marketing in two ways.

a. Minimum Support Price (MSP) : MSP for major @owas
stipulated. The MSP was intended to provide a Iesse
minimum price below which the market was not alldvie fall.
This was an inducement to the cultivators and asser of
certain fixed return on their produce. Active ama@ugh MSPs
are the prices for jute, sugarcane, coffee, cottdnseeds etc.
Among these, for jute and sugar the MSP is madetets.

b. Procurement Price for Cereals : It is price ueieed for cereals

which is applicable on transaction between theiattirs and
the state. The government buys cereals at this rashered

SYBCom Business Economics Paper || Semester (2002uals) 6



Vaze College, Mumbai Dr. Ranga Sai

price. The procurement price is generally less tth@nmarket
price. The procurement price is subject to frequewisions.

3. Agricultural Research

The area of Agricultural research in India dealgwi

Improving the quality of seeds & fertilizers.

Improving the techniques & technology for cultiati
Developing better method of soil conservation.
Developing better techniques of improving soil ifesyt
Improvement in agriculture related activities likgheries,
animal husbandry etc.

Preservation & maintenance of crops

Research led developments in agriculture has matla self sufficient in
food grain& a leading procedure of several agrigalt commodities in the
world. Due to agriculture research, several chahgas place in Indian
agriculture.

Following are the stages of Agricultural Developm@anndia:

1. Pre-Green Revolution: Boost in productivity growtthcoarse
grains and pulses per unit of land.

2. Green Revolution: Expansion of area and rapid drowat
productivity of wheat and rice, made possible bylegpread
adoption of improved varieties, expansion of adtical
research, demonstration and education, and investnre
irrigation, supported by establishment of a nationa
infrastructure to produce and supply inputs andvémehouse,
distribute and market outputs.

3. Post-Green Revolution: Continued growth in produigti
through intensification of chemical and labour itggdollowed
by a gradual deceleration in productivity growtlxpgnsion of
area under maize, cotton, sugarcane, and oilseeds.

SYBCom Business Economics Paper || Semester (2002uals) 7



Vaze College, Mumbai Dr. Ranga Sai

4. Commercialization: Further diversification of crapg patterns
from low value to high value crops such as frwisgetables,
flowers and other horticulture crops for domestasumption,
processing and export.

National Policy on Agricultural 2000

The National Policy on agriculture aims at :
A growth rate in excess of 4 per cent per annuthemagriculture
sector

Growth that is based on efficient use of resouatesconserves our
soil, water and bio-diversity;

Growth with equity, i.e., growth which is widespteacross regions
and farmers;

Growth that is demand driven and caters to domesikets and
maximizes benefits from exports of agriculturalguots in the face of
the challenges arising from economic liberalizatimal globalization;

Growth that is sustainable technologically, envinemtally and
economically.

Specific areas of policy:

1. Sustainable Agriculture: To promote technicalbpund,
economically viable, environmentally non-degradingnd
socially acceptable use of country's natural resssir land,
water and genetic endowment to promote sustainable
development of agriculture.

2. Food and Nutritional Security: To raise the @ity and
production of crops to meet the increasing demamdfdod
generated by unabated demographic pressures and raw
materials for expanding agro-based industries.

3. Transfer of Technology: To improve the rolekafshi Vigyan
Kendras, Non-Governmental  Organizations, Farmers
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Organizations, Cooperatives, corporate sector ama-p
technicians in agricultural extension will be enaged for
organizing demand driven production systems.

4. Resource managemeBimphasis is placed on resource
management in respect of soil, water, and landhii@ogies
have been developed to improve the quality of &rsail
resources, soil — resource maps for some stateshesan
prepared & crop weather relationship models haembe
developed for different agro — ecosystems.

Policy outline

Privatization of agriculture

Private sector participation for technology transfe
capital flow and development of horticulture
Increase in investment for better human resource
development

Agricultural research

Guards against quantitative restrictions of WTO
National livestock breeding strategy

Developing plant varieties

Review of excise duty on farm machinery

. Rural Electrification

10.Developing renewable sources of energy

11 Package insurance policy in rural sector

N =

w
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Farmers’ Policy 2007

In continuation with the National Policy of IndiaAgriculture, the
Government enacted the Farmers’ Policy in 2007.pdley aims at:

Economic wellbeing of farmers

New technologies

Agricultural bi-security system

Support services to women

Credit and insurance

DnyaChuapaalgrovide Information and Communication
technology for farmers

Minimum support price on crops to farmers

Food security

oORWNE
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WTO and India Agriculture

From 1947 to 1994, General Agreement on Trade ardf {GATT) was
the forum for managing trade barriers. The Worlhde Organization
(WTO) was established on 1st January 1995. . Th®©Was 148 members,
accounting for over 97% of world trade. Around 3@ers are negotiating
membership.

WTO prescribes several conditions governing tragieements in service
sector, intellectual property rights, internationdisputes and also
agriculture. Important among them is the Agreenaenfgriculture.

WTO Agreement on agriculture covers

1. Market access: This involves tariffication, amdiuction in
tariff and access opportunities. Tariffication meah non-
tariff barriers like quotas, variable levies, mimim support
prices, discretionary licensing and state tradingasoires
need to be placed with tariffs. This is 24 percémt
developing countries.

2. Domestic support: Policies are subject to redacfrom the
total support given 1986-88. Total Aggregate Measof
Support (Total AMS) shall be 13 percent.

3. Export subsidies: Export subsidy expenditurddoreduced
to 36% and for developing countries is 24 percent.

As special differential treatment, developing cowwst are permitted
untargeted subsidized food distribution to meeumegents of urban and
rural poor.

In operation WTO prescribes four fold approach:

- Green Box: It contains fixed payments to produders
environmental programs, so long as the paymentsara
part of current production

- Blue Box: Minimum support price and direct paymetots
agriculture

- Special and differential box: Investment subsidies
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- Amber Box: Contains domestic subsidies that govermnts
have agreed to reduce but not eliminate. The Blue B
contains subsidies which can be increased withiou, Iso
long as payments are linked to production-limigprggrams.

India and WTO
India has undertaken is to bind its tariffs on @rgnagricultural products
at 100%; processed foods at 150%; and edible 6il30@%. Further,
India’s share in total agricultural exports fronvdmping Asia is 8%

Maintains quantitative restrictions due to Balanct
Payments reasons

No commitment regarding market access.

Green box is considered with development box
Agricultural exports do not get direct subsidy.

Indirect subsidy by way of exemption of export gréom
Income tax

Subsidies on cost of freight on export shipmentfraits,
vegetables, floral products

Share of Indian agriculture in world market is ngiple
except rice

Subsidies of rich nations does not effect Indiamosts
Indian products are cost effective

No fear of Indian markets being flooded by imports

It is important to protect food and livelihood setuto
alleviate poverty, rural development and employment
There is a need to create opportunities for expansf
agricultural exports with meaningful market access
developing counties.

Structural changes and composition of industry sine 1991

The process of industrialization depends on thHeviehg factors:
1. Availability of natural resources
2. Availability of low cost skilled labour
3. Capital accumulation
4. Business environment
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5. Economic policy and market conditions
The process of industrialization can be divided fiour phases

Phase |. Faster growth rate (1950-65): The perednds an average growth
of 6.6 percent p.a. The period corresponds toiteethree plans. During
the first two plans industry received great emphasters of suitable
policy and investment out lays.

Development of infrastructure, research and dereént and import of
capital goods helped industrial growth. The grostitategy was biased
towards industry.

Phase II: Structural retrogression (1965-80): Thexigol after Il plan
showed an average annual growth of 4.0% there weaes when the
growth rate had reduced even to 0.2% and 0.5 betd@e6 and 68.

There were more and more restrictions on the grathndustries.
The industrial licensing system made the induséayetbp at a slower
pace.

The problem of industrial sickness was becomingemand more
active engulfing small, large and public sectoegntises.

It is also known that bad agricultural harvestseffthe industrial
growth with a time lag. This can be seen by wayatling industrial
growth rate subsequent to bad harvest in 1960.

The period of structural retrogression provided soraseful
experiences for the Indian industry to change alécp emphasis and
direction.

Phase II: Recovery stage of 1980-90: During thagstthe industry showed
an average growth rate of 7.7 percent p.a.

The need for liberalization was felt. The growthpaiblic sector was

diverted towards active joint sectors and also msgve
privatization.
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The industrial policy now changed over to exporbrpotion as
against traditional import substitution. Inflow freign capital was
allowed subject to the restrictions of FERA.

Phase |V: Liberalization: period succeeding New riernic Policy called
post reforms period. The New Economic Policy of 119fave a new
direction to the Indian industry by reducing tanifites, allowing free
flow of foreign investments, deregulations, decolstr reinforcing
market mechanism privatization etc.,

The economic effects of such liberalization carsben by way of rapid
increase in exports, industrial growth.

The period between 1991 and 94 is called as thdanmieg of
liberalization.
During this period the policy of liberalization wasipported by the
VII Five Year Plan, EXIM Policy 1992-97 and variotisance bills
enacted each year with annual budgets.

New Economic policy was showing results by way ahding in
more and more foreign direct investment and alsstitutional
investment.

The public sector investment stopped and also {eat#on had
begun. The Indian industry was finding it difficuti compete with
multinational corporations and imports.

Industry grew at rates of 8.2 percent in 1992 asdided to 6 percent
by 1994

The period between 1994 and 1999 showed modeaieas/’
Foreign direct investment and growth of Multi Naixd
Corporations forced many Indian companies eitherswie or
mergers. The competition was becoming intense.

The financial reforms were reinforced as per Nanasim
committee recommendations.
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Many banks increased their capital base by issu@vg capital in the
market.

Insurance sector was privatized. Several Multi Ol
Corporations stared insurance companies.

The period after 2000 is consider as a period nfctidation.
With an average growth of 8.4 percent the capi@bdg sector
recorded a growth of 15 8.4 percent.

Energy sector generated 700 billion kwh of elettrioy 2008. India
has emerged as th& Brgest producer of electricity.

Small scale industries remain a major economic vilgti
contributing 42 percent of industrial production.

The effect of global recession is not severe indndhe economic
growth is above 6 percent with all sectors recagyadjood growth.

For the year 2007-08 the average growth of indestis around 8
percent with capital goods showing 16.5 percenvigro

Presently the basic industries account for 21 pgramnsumption
goods sector accounts for 19 percent, intermediabels 53 percent
and capital goods represent 7 percent of totalstnd production.

New Industrial Policy 1991

Industrial licensing is abolished except for a riegalist of 18
industries. All other procedures of registratiorstaining to DGTD
and MRTP have been relaxed. This comes during sunes when the
regime of controls had reached a peak. Presertlis a case of
automatic approval or deemed approval for industngerprises.

The MRTP limit of greater than Rs. 100 crores piesd in 1985 is

totally waived. The regulatory power of MRTP adsabolished. The
restriction on transfer of shares and acquisitiememoved.
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The public sector has been, now made open for ters@ctor. Except
for a short list of 7 units, private sector is frieeenter production.
This list of 7 units is made up of activities lidefense, coal, minerals,
mining, Railways, atomic energy etc.

There is proposal of progressive disinvestment efts units.
Currently, the government has completed two rounds.

The sick units are referred to BIFR. In extremeesaslosure is
thought of.

The memorandum of understanding provides great@namy for
public sector money management.

Even in public sector enterprises joint venturesd aforeign
collaborations are planned. The infrastructure twhigas so far
developed by PSUs is now made open for even foraigestment.

The foreign investment is made free from the besri€he investment
can now be made even to the extent of holding comglarger than
51% equity). Import of capital goods is made autibenagainst
foreign capital.

There are liberal terms of royalties and repatratf profits upto 5%
of capital or Rs. 1 crore.

Automatic foreign technology agreements are made34n high
priority industries. This will be making the foreignvestment very
lucrative.
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Disinvestment Policies

Disinvestment in Public Sector Units is a move taigaprivatization of
public sector. This is an important off shoot ofiNEconomic Policy 1991.

The case for disinvestment in Public Sector Umitse out of the following
reasons:

The rate of profitability is so low that the capieanployed in
Public Sector Units is grossly under utilized.

The number and volume of loss marking Public Sedtats is
on the increase not due to social considerationsrimstly on
account of operational inefficiency.

The activity of privatization may provide accessbitter and
professional management and direct accountability.

Privatization is looked upon as a means of efficigiization
of resources.

The capacity utilization and output can be expanded to
competitive efficiency.

Market orientation will provide representative @sc The
prices should reflect true scarcities and utilities

The pressures on budgetary resources can be ldssénis
becomes most important due to consistent deficitee budget
and the evils thereon.

By making public sector cost efficient it can be dma
competitive in the international market.

The entire productive sector can be made markentad. It

provides a check on the operations through demaddapply
forces.
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Important objectives of disinvestment in Public t8etJnits are:

Reduction of financial burden on Government
Improving public finance

Introducing competition with market discipline
Encouraging wider share in ownership
Depoliticizing essential services

Government policies on disinvestment aim at

Dr. Ranga Sai

Bringing down government equity to 26 percent ovdo
Restructuring of potential and viable Public sectoits
Close down Public sector units that can’t be redive

Protect the interests of the workers

Methods of disinvestment: There are different mashof disinvestment

each suitable, specifically to a region or industityese are:

Strategic sale

At the capital market by offering for sale at fixedbook

building,
At secondary market and private placement

Reduction in equity by buy back of shares and csioe of

equity into other instruments

Trade sale, Asset sale and winding-up, management a
employees buyout, cross sale and sale through dgemand

spinning off

In India the Disinvestment Commission (1977) wasstituted to advise on
disinvestment, enterprises, its modalities andutitieation of the proceeds.

The committee suggested that

Restructuring and reorganization of PSEs befonawkstment,

Strengthening of the well-functioning enterprisasg

To utilize the disinvestment proceeds to createna for

restructuring of Public Sector Units.
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Suggestions

Reduce the government holding in Public Sectorsuniless
than 50 per cent

The Government shall ensure public accountabilify o
managers by showing measurable performance.

Restriction on budgetary support or government anuiae
for loans, except for specific public purpose oeh
investments.

Banks should monitor the performance of Public &ect
units because they have a great stake in the l@ésed by
Public Sector units

To ensure that Public Sector units do not abuseér the
oligopolistic position in the domestic market, reagbly
open trade and investment regime could impart the
discipline of the world market.

Small Scale Industries

Indian cottage and small scale industries alwagyqu an important role
right from the pre-independence period. During Bugish rule the cottage
industries did receive a setback due to policy esgBut in the plan periods
these small industries regained their significance.

In a labour abundant economy like India, cottag® small scale sector help
in providing employment, mobilizing resources anttibarization. Since
SSl are labour intensive it is considered highfeafve in India.

As against the general industrial capital outptibraf 8, SSI have a small

Incremental Capital Output Ratio of 4. It emerges capital effective
enterprise. This is also an indication of capitalquctivity.
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In independent India, SSI and cottage industrieskdegen given a prominent
place right from Industrial policy Resolution of 48 The IV group
industries enable SSI to develop without state legguns and also quality
them for incentives.

Though out the economic history of India, SSI hbeen helping in rapid
industrialization by ancillarization and developiogal markets.

Since December 21, 1999, Small Scale Industry fimel® as any industrial
unit with Investment in fixed assets like plantgl aguipments either held
on ownership terms on lease or on hire purchas@l¢imot be more than Rs
10 million. Small-Scale industries can be categutias Cottage Industries,
Agro-based industries and Small Industries.

Over the years the small scale industries haverugdee a large change.
The traditional small-scale industries clearly elifffrom their modern
counterparts in many respects. The traditional surdte highly labor
consuming with their age-old machineries and coheeal techniques of
production resulting in poor productivity whered® tmodern small-scale
units are much more productive with less manpowerraore sophisticated
equipments.

Policy towards Small Scale Industries

The Policy of the Government towards Small Scatkistries aims at :

Developing small scale sector as a major source of
employment

Encourage decentralized industrial expansion
Ensuring equitable distribution of income.
Mobilizing capital investment and entrepreneursiitls

Ensuring increased production of consumer goodsan
small scale sector and
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Expanding employment opportunities through settipgpf
small scale industries.

WTO conditions provide for removal of quantitativestrictions on SSI.

Keeping this in view the Government tries to trying improve the

competitiveness through various measures. Thessuresainclude:
Strengthening existing technological facilities, v@omment is
formulating a scheme of assistance for Technology
upgradation

Improving access to latest information, automatbn
industry service organizations,

In order to facilitate adequate flow of credit,cheme of
Credit Guarantee has been launched.

Measures to improve infrastructure facilities anonpote
marketing of products

In the light of World Trade Organization the Gowaent made policy
provisions by which the Small Scale Industries nececentives like

Allowing SSI to export goods to the member coustoéthe
WTO with fewer restrictions,

Reduction of tariffs on imports to Small scaleustties

Providing modern technologies from the other caastat
reduced cost

Greater Market orientation
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Special Economic Zones

Special Economic Zones are centralized areas deselavith world class
infrastructure, set of fiscal incentives, dealinghwa specific products or
products. Special Economic Zones were promotechbyGovernment, but
recently, private Special Economic Zones are atso@raged.

India was one of the first in Asia to recognize éfiectiveness of the Export
Processing Zone (EPZ) model in promoting exporith vsia's first EPZ

set up in Kandla in 1965. To overcome the shortogsiiexperienced by
way of multiple controls, absence of world-clasdrastructure, and
unfriendly policy to attract larger foreign invesnis in India, the Special
Economic Zones Policy came into being in April 2000

Special Economic Zones are looked upon as the erfigireconomic growth
supported by quality infrastructure complementeciattractive fiscal
package, both at the Centre and the State levifl thhé minimum possible
regulations.

Special Economic Zones play an important role in

1. generation of additional economic activity,

2. promotion of exports of goods and services,

3. promotion of investment from domestic and foreign
sources,

4. creation of employment opportunities, and

5. development of infrastructure facilities

As against the earlier control regime, Special Booie Zones are important
because they offer convenience by

Simplified procedures for development, operationd a
maintenance of the Special Economic Zones and for
setting up units and conducting business in Special
Economic Zones;
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Single window clearance for setting up of an Spgecia
Economic Zones;

Single window clearance for setting up a unit iSgecial
Economic Zone;

Incentives unde$pecial Economic Zonese:

Duty free import/domestic procurement of goods for
development, operation and maintenance of SEZ units

100% Income Tax exemption on export income for SEZ
units under Section 10AA of the Income Tax Actficst 5
years, 50 percent for next 5 years thereafter @npokeicent

of the ploughed back export profit for next 5 years

Exemption from Central Sales Tax.
Exemption from Service Tax.

Single window clearance for Central and State level
approvals.

Special Economic Zones are in the public sectowel$ as private sector.
They deal with a variety of activities like Pharmeatcals and

Biotechnology, hi-tech engineering products andatesl services,

Pharmaceutical, Gems and Jewellery, Footwear, rrdton Technology,

Hardware and Bioinformatics, Handicrafts, textilegectronics and can be
even multi-product. Special Economic Zones haél texport earnings of
Rs 10, 00,000 cr by 2008-09.

Significance and Growth of Service Sector

It is essential to develop the service sector lierdevelopment of industry.
With rapid development of trade and commerce, edlanfrastructure also
develops. The growth of tertiary sector is ancoflém growth. The sector
owes to the development in the insurance and conuation sectors. Wide
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spread banking network, transportation and stogagatly contribution to
rapid industrial development.

Percent share in GDP
1950-51 23
1980-81 36
2004-05 53
2006-07 55

The service sector’s share increased from 29.%.16 percent between 1950
and 2007. This is mostly due to globalization armlrgh of IT Sectors.

Nationalization of insurance business of 1950s khdeading commercial
banks in 1969 are land marks in the developmertexdiary sector. The
advent of satellite communication had made tegiteector a high-tech
sector. Growth of IT sector has added to the itfuature.

Globalization of the economy, making Indian indystompetitive in the

international market and soliciting foreign investmh were the major
changes of New Economic policy of 1991. This chaggee an impetus to
the growth of service sector. In the years to coimeetertiary sector poised
for much faster growth. It will be essential in thecess of liberalization
and Globalization of the economy.

Within the tertiary sector, by occupations, tradhel @ommerce constitute
6% and services make up for 8 percent. The ramdthyrof service sector is
evident by the fast developing "middle-class" idién

Over the years, India has experienced a transitiche structural pattern.
The economy which was left independent as a masgsndérdeveloped
economy stagnant with low productivities, primititechnologies, dormant
industry, absence of infrastructure, poverty anéngployment is | n the
process of rapid transformation. The stagnant amditpre economy has
transformed into a high growth economy.

The New economic policy of 1991 has given a diffieneolicy direction to
India by decontrols, deregulations and Globalizatibhe world around it is
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acknowledged that the Indian economy is potentialy the path of
development.

The process of liberalization had begun in 1989s1885 it was further
consolidated, finally, in 1991, New Economic poliggve a new direction.
The mixed economic pattern now takes shape of &ehariented economy.
With globalization, the possibilities of rapid grhwrates have increased.

In spite of growth and potential of growth, Indiadhbeen harboring
tendencies of inequalities. The growth of monogoirethe corporate sector,
differences in the distribution of personal incoraesl disparities in the rural
and urban land holdings highlight inequalities. Heoer, the Government
uses fiscal and legislative measures to bring uakfies, so that the benefits
of development are shared by all, alike.

Trends in the growth of service sector
The share of service sector in generating employrnas
been increasing. During 21983 it contributed 2Xceet of
industrial employment which increased to 28 perdant
2008.

Tourism has developed as the third largest foreign
exchange earner in India

Retail trade has touched $ 320 billion mark in 2007

Insurance sector is growing at the rate of 15 tp@@ent.

Transport sector is recording 120 percent growth

Business Process Out Sourcing is emerging as an
important part of service sector.

India is rigorously working towards standardizatioh

products and processes for competitive exportsialml
fast procuring Six Sigma and 1SO standards.
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Inclusive Growth

Inclusive growth is a process, in which, economicwgh, measured by a
sustained expansion in GDP, contributions to opmaty, capabilities,
access and security.

Inclusive Growth basically means the following:

1. Opportunity: The economy should generate more amneo
ways for people to earn a living and increase timmomes
over time.

2. Capability: The economy shall provide the meangfple
to create or enhance their capabilities in ordeexploit
available opportunities.

3. Access: The economy shall provide the means togbrin
opportunities and capabilities together.

4. Security: The economy shall provide the means éopfe to
protect themselves against a temporary or permdogstof
livelihood.

Inclusive growth and India
Poverty Reduction and increase in quantity andityuaf
employment: There are 458 million workers in Indma
2004-05. Out of this 423 million workers are unargad
workers (92%). Thus, quality of employment needséo
improved. Workers in this sector do not have sosgalurity.
Government shall provide minimum social security to
unorganized workers

Agricultural Development: The agricultural growthshbeen
reducing from 3.5 percent during 1981-97 to 2 eetc
during 1997-2005. There are land and water problem
Agricultural policy shall consider these aspecteerE are
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disparities in growth across regions and cropswiraate
declined more in rain fed areas. The per capitad lan
availability is fast decreasing. There is a reductin share
of employment (still 55 percent )

Social Sector Development: In social sector thera need
for significant achievements in education and Healthe
Human development index rank is 127 out of 170 toes
The problems in Social Sector are slow progresgela
regional, social and gender disparities, low lemetl slow
growth in public expenditures particularly on healpoor
quality delivery systems, privatization of healtmda
education

Reduction in regional disparities: There are sigaiit
regional disparities in India. In terms of per ¢apncome
the highest is Rs.16,679 in Punjab and lowest aaBivith
Rs.3557. Female infant mortality varies from 1Xgerala to
88 in Madhya Pradesh. These disparities are mdsityto
low investment in physical and human capital, Tebtbgy
and bad governance

Protecting the environment: There is a need to enev
degradation of land, water, and control in pollatievels.
The challenges of climate need to be met effegtivel
Finally, higher economic growth should not leaddexline
in our environment

Millennium Development Goals

The Millennium Development Goals are drawn from élcsons and targets
contained in the Millennium Declaration that wa®ptéd by 189 nations-
and signed by 147 heads of state and governmentsgduhe UN
Millennium Summit in September 2000.

The Millennium Development Goals are eight goalegachieved by 2015.

1. Eradicate extreme poverty and hunger. Reduce by liae
proportion of people whose income is less than 8ayaAND
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the proportion of people who suffer from hungebetween
1990 and 2015.

2. Achieve universal primary education: Ensure that,20615,
children everywhere, boys and girls alike, will bble to
complete a full course of primary schooling

3. Promote gender equality and empower women: Eliminat
gender disparity in primary and secondary education
preferably by 2005, and in all levels of educatnanlater than
2015

4. Reduce child mortality: Reduce by two-thirds, beswel 990
and 2015, the under-five mortality rate

5. Improve maternal health: Reduce by three-quartestyeen
1990 and 2015, the maternal mortality ratio

6. Combat HIV/AIDS, malaria and other diseases: TgoStee
spread of HIV/AIDS by 2015. Further, reduce by halfe
incidence of malaria and other major diseases

7. Ensure environmental sustainability: Integrate phiaciples
of sustainable development into country policiesd an
programs and reverse the loss of environmentaluress.
AND reduce by half the proportion of people witha#fe
drinking water and basic sanitation. By 2020 achiev
significant improvement in the lives of at leastO1@illion
slum dwellers

8. Develop a Global Partnership for Development: Dgve
non-discriminatory trading and financial

These eight Millennium Development Goals are dididgo 21 quantifiable
targets that are measured by 60 indicators.

These goals recognize the interdependence betweewthy poverty
reduction and sustainable development. They sthtd tlevelopment
depends on democratic governance, the rule ofriespect for human rights
and peace and security.
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The goals consider time-bound and measurable targetompanied by
indicators for monitoring progress. The targetsigpriogether, in the eighth
Goal, the responsibilities of developing countneigh those of developed
countries, founded on a global partnership

Millennium Development Goals and India
The Goals that were formulated in 2000 at the UNadnium Summit are
set to be achieved by 2015. In this direction Inuka the following action

plan

1.

The target of poverty reduction 19 percent poputabelow
the poverty line by 2015 is actively considered.

. In India there is an increase in construction ohost

facilities, the filling of vacancies and training teachers,
success in enrolment, and reductions in drop dasra

. India has 16% of the world’s population, but itashof fresh

water sources is only 4%. The National Water Po{R2§02)
emphasizes conservation and sustainable use of,watd
prioritizes its use for drinking, hydro-power, amiture,
industries and ecology. Government programmes aterw
relate to extension of irrigation systems, watedshe
programmes and rainwater harvesting.

. Over 60% of all HIV cases in Asia live in Indiao teduce

mortality by 50% on account of TB, malaria, otherctor and
water-borne diseases, to achieve zero level grawtkilV

AIDS, and to increase health expenditure by govemtinto
2.0 percent of GDP by 2010.

. The male-female literacy gap has reduced from 26gme in

1991 to 22 percent in 2001. The literacy gap betwtne
sexes is also higher in rural than in urban areas.

. Malnutrition accounts for nearly 50 percent of dhdleaths in

India. IMR has been steadily declining in Indiarfr 146 in
1951 to 58 in 2005.
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7. As of 2001-03, India’s MMR is 301 with over a ldtbver 48
percent births being attended by skilled healts@anel. The
Planning Commission projects that India will miee MMR
target for 2015, which is less than 109. The Gowvemt of
India has launched the National Rural Health Missio
(NRHM) in 2005 to improve basic health care deljvgystem
in India.

8. The benefits of technology are made availablewdd&r mass
in cooperation with the private sector. The numifenternet
users has also increased to 3.5 persons per 1002001 to
2006.

Human Development Index and Human Resource Developm

Human development is a process of developing gquaditbodied in human
beings. According to human development report 18Rifman development
Is a process of widening people’s choice as welaaing the level of well
being achieved.

UNDP measures HD in terms of HDI. This is a comisosidex
encompassing selected information on literacy ahatation, expectation of
life at birth and measures of material well beid®| shows the quality of
life of the people.

The Human Development Index (HDI) is the measuréfefexpectancy,
literacy, education, standard of living, and GDPr mapita for countries
worldwide. It is a standard means of measuring -lveihg, especially
child welfare.

The HDI combines three basic dimensions:
- Life expectancy at birth, as an index of populatealth
and longevity

Knowledge and education, as measured by the

adult literacy rate (with two-thirds weighting) atite
combined primary, secondary, and tertiary grosslenent
ratio (with one-third weighting).
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Standard of living, as measured by the natural
logarithm of gross domestic product(GDP) per capita
at purchasing power parity (PPP)

Countries with high HDI are USA, Japan and NorwathwiDI 0.8 and
above. These are countries with high HDI ranking.

HDI lower than 0.5 are poor countries like Pakistad Bangladesh

India with HDI of 0.577 ranks 134belongs to group with HDI score. HDI
Score between 0.5 and 0.8 are called medium cegntri

The national human development index report foidrfdund that Kerala

ranks top of the list with a HDI of 0.638 and Bilvanks the last with HDI

of 0.367. The next top three positions go to Punjdbmilnadu, and

Maharashtra with HDI value of over 0.52. The lowtbsee states apart from
Bihar are M.P, U.P, and Assam.

TheGender Empowerment Measurg GEM) is a measure of inequalities
between men's and women's opportunities in a cpurtr combines

inequalities in three areas: political participati@and decision making,
economic participation and decision making, and growver economic

resources. It is one of the five indicators used thg United Nations

Development Programme in its annual Human DevelopiReport

Human Development Through Education
Education is universally recognized as an imporéetnent of HD. It plays
an important role in economic growth and populatontrol.

There has been an increase in Gross Enrolment Ratiche field of
education. Gross Enrolment Ratio has improved ith lpsimary & upper
primary levels during the period of 1950-51 to 2@®&b

According to economic survey 2006-07, Gross Enralmiatio of the
primary level has risen from 42.6 percent in 1980t6 95.4 percent in
2002-03. Similarly GER at upper primary level hasreased from 12.7
percent to 60.9 percent in the same period.

The literacy rate of the country as a whole hasemsed from 18.33 percent
to 65.38 percent between 1951-2001.The literace far males has
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increased from 27.16 percent to 75.85 percent andeimales from 8.86
percent to 54.16 percent during the same period.growth rate of literacy
during 1991 to 2001 has been higher in case of lEsnas compared to
males & has been higher in rural areas as companadban areas.

But after this much growth also we have not acldawat level of growth
where there is complete literacy. The failuredtefacy are due to:

Lower enrollment of girls

Increase in number of students per teacher
High dropout rates

Inadequate infrastructure

Neglect of quality in education

Human development through health
As it is rightly said health is wealth, health fa&r@n important aspect of HD.

In India over the years economic growth & developtmare not merely
confined to increased GDP or per capita incomerbbroader terms it has
been extended to enhancement of human well beimg ificludes not only
an adequate level of consumption of food and digs of consumer goods
but also access to basic social services espeeidilgation, health, safe and
clean drinking water, sanitation as well as expgamsif economic and social
opportunities for all individuals.

In India social welfare and social security measuwvere introduced only
after independence:

1. Employee’s State Insurance Act, 1948 was passed to
provide compulsory and contributory health insueanc

2. Family Pension: family pension schemes were inttedu
from March £' 1971 called Coal Mines Family Pension
Scheme and Employment Family Pension Scheme to
provide long term financial securities to families.

3. Gratuity: The payment of gratuity act was passetl9n2.
According to this act completion of 5 years of sezvthe
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employees are entitled to gratuity payable at #te of 15
days wages for each completed years of service.

Maternity Benefit Act was enacted to provide unifior
standards for maternity protection

Achievements in Health Care

1.

Limitations:

1.

The death rate dropped from 12.5 in 1981 to 8.5in
2007.The death rate is expressed per thousand.

Infant mortality reduced from 110 in 1981 to 682007.
Infant mortality expressed as deaths of infantowel?2
months of age per thousand.

The number of primary health centers increased B@60
to 24000, between 1918 and 2007.

Increase in life expectancy: Life expectancy haseased
from 50.8 in 1981 to 60.3 in current levels.

Control of diseases: national health programs are
implemented to control communicable & non
communicable diseases.

20 percent of population does not have accesdd¢o sa
drinking water as a result of which they are a#edby
water borne diseases.

Huge stock of food grains are held by governmegitay
good number of people suffer from hunger and
malnutrition

People in India are reluctant to use of medicalthemntil
the sickness becomes severe.

Due to population and congestion in urban areas te
many health problems.
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Human development through family welfare

Government of India has adopted several family avelprograms during
planning period. It aimed at:

to stabilize the growth of population

to improve health of mothers & children

to reduce infant mortality rate & maternal mortaliate
to ensure responsible rate

to ensure responsible parenthood.

agbhownE

National Population Policy 2000

Human resources act as a focus of economic develupntigher the
number of persons in an economy, larger is the ddnfar its national
product. If the size of population is more than twen be absorbed by the
national product, it leads to a number of proble@ger population results
In acute shortages and scarcities, slowing down gioeess of capital
formation, affecting balance of trade, employmeeneyation, etc. A policy
on population becomes essential to restore ced@mographic features to
normalcy.

The Population Policy 2000 is a recent move towardproving the
demographic character of India.

Objectives of Policy:
1. to reduce infant mortality rate to below30 per thand live
birth

2. to reduce maternal mortality rate below 100 perOD@0ive
birth

3. to lower total fertility rate at 2.1 children by 20

4. to achieve a stable population by 2045
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The following are the main features of National #lapon Policy, 2000:

1.

Improve the basic reproductive and child healthvises,
supplies and infrastructure.

Make school education free and compulsory till #ge of
14 and reduce dropouts at primary and secondargosch
levels to below 20% for both boys and girls.

Reduce infant mortality rate to below 30 per 100 I
births.

Reduce maternal mortality rate to below 100 pel0D0Qive
births.

Achieve universal immunization of children agairest
vaccine preventable diseases.

Promote delayed marriage for girls, not earliemtiage 18
and preferably after 20 years of age.

Achieve 80 percent institutional deliveries and J@f@cent
deliveries by trained persons.

Achieve universal access to information/ counselargl
services for fertility regularization and contrattep with a
wide basket of choices.

Achieve 100 percent registration of births, deatharriage
and pregnancy.

10.Prevent and control communicable diseases.

1lintegrate Indian system of medicine in the prowvisiof

reproductive and child health services and in reachbut to
households.

SYBCom Business Economics Paper || Semester (2002uals) 34



Vaze College, Mumbai Dr. Ranga Sai

Economy in the long run

Long run growth strategy for India:
India is fast developing as a major economic powehe world. India has
seen several changes in the post reforms perice ttfeanges include:

Rapidly increasing educational levels,
Increasing technological innovation and application

Availability of cheaper and faster communication is
reducing physical and social barriers, both withia
country and internationally.

Information is being made available in greater gisgaand
guality than ever before, and

Globalization and opening up of new markets.
Given these trends, the long run strategy for Isti@l include:

1. A targeted approach to bring millions of familidsoae the

poverty line.

2. Generation of nearly ten millions of new employment
opportunities per annum, especially for those enltwer
income groups.

. Eradication of illiteracy.

. A concerted effort to raise primary and secondarplenent
rates and minimize dropouts.

5. Improved public health to reduce infant mortalibdachild

malnutrition.

6. Massive investment in power generation, telecompatians

and other physical and social infrastructure.

7. Accelerated acquisition of technology capabilitesaise

productivity in agriculture, industry and services.

W
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Knowledge Economy

The Concept

India’s growing population of young people will givthe country a
demographic advantage over many countries. Asudtri®re is a need in,
India to reorganize knowledge-oriented focus ofad@yment.

The National Knowledge Commission was establismeedune 2005. The
strategy suggested by National Knowledge Commissiast

Creation of Knowledgestrengthen education systems, promote
research and development in a variety of fields] partner
with foreign sources to expand learning

Application of Knowledgehealth, agriculture, government and
industry sectors to revise governance throughtaogy
Dissemination of Knowledge: focus on widespread basic
education for all

National Knowledge Commission Focus Areas

The access to knowledge is a fundamental goal di’s strategy. The
following issues are considered by the commission:

Adult literacy

Delivery of information

Public information availability

Affirmative action framework

Policy for Change

The National Knowledge Commission recommends thewing strategy:
The promotion of sound research in universities astitutes
and the achievement of worldwide competitivenesstha
guality of higher education

The linkage of research in institutes with indusigeds to best
develop research and development
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The diversification of funding sources for instdéat and
universities as a strategy for collaboration andwkedge
sharing

The promotion of innovation through the Nationahdrmation
Foundation, which encourages students to use nevoaghes
in science and technology

The strengthening of Intellectual Property Rightthe country

The inclusion of internet and e-learning into stadeducation
systems

The promotion of new agricultural technology thail wrovide
sustainable food sources

The protection of traditional knowledge which igtpaularly at
risk due to the expansion of new technologies

The creation of a comprehensive e-governance systeatuce
costs, empower citizens and improve efficiency

Further development of India’s educational systerndlieved to be the key
in the advancement of the knowledge economy.

Theeducation systenshould be reinforced to create a sound Knowledge
Economy. The following changes shall be broughbithe educational
system:

o Aim for 95 percent to 100 percent literacy in thexin10
years

o Decontrol and involve the management of all primary
schools to the local bodies such Banchayats,Village
Groups, Municipalities and local Citizen Groups.

o0 Scrap Licence Rdjin Higher and Technical Education,

after and including class Xl, to allow innovatiargeativity
and excellence in Education.
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0 Ensure that 80 percent to 90 percent of the papulat the
age group of 14 years to 50 years goes in for saoneof
relevant Vocational Education and Training.

o Allow starting of Enterprise Skills Education, ESBom
Class 5th to the 12th. More than 60 percent of viloek
force in India is self-employed.

o Upgrade all Higher Secondary schools for Vocational
Education and Training and have full time counselor

o Allow private finance and participation in all sext of
education.

o0 Allow tax breaks and incentives for private and INR
funding, for the next 20 years.

India as a Global Knowledge Economy

India can become a leader in the global knowledga@my by 2010. In this
part, | plan to define the skills and expertiséd thrae needs to have to
succeed in the knowledge economy and propose $avei@gies to make
these available in India to meet the expected simhoin demand.

The knowledge can be classified in two ways:

Explicit knowledge which can be stored by a conypand
marketed, and

Tacit knowledge which resides within people andeepnts
skills. This is the characteristic of people witlie industry,

Knowledge based exports

Indian knowledge base exports are classified iowo technology with food
beverages, wood, paper, textiles; medium and heghnology goods with
chemicals, pharmaceuticals, electronics, and thsgguipment.
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1. Knowledge based exports comprise, high tech exports
service exports and export earnings from IT enabled
activities

2. Indian exports are IT based. 16 percent of Indiasl
exports are IT services and IT-based businesscestvi

3. Exports of computer and information services ankeot
business services account for $ 14,000 of which are
computer and information services constitute 8ertent.

4. Off shore activities are more than high tech mactufang.

5. Business Process out Sourcing has emerged as amntamip
revenue earner for India in recent times. Busir@sxess
Outsourcing means carrying out those processesdia |
which are other wise expensive in a country of naaitivity.

6. Knowledge Process Outsourcing is fast emerging ras a
important export earner for India. There are specdasons
for Knowledge Process Outsourcing to grow in India:

India has unique advantages in having large
English-speaking professionals with degrees in
engineering, science or mathematics.

The Indian Diaspora in the United States and the
United Kingdom can help the Indian Knowledge
Process to grow

The entrepreneurial and business community in

India has the capacity to benefit from a god policy
environment.

concluded
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