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MODULEINTRODUCTION

CoursehasfourModules.Underthisthemewehave covered the

following topics:

Modulel Featuresand problemsofIndian Economy
Module2lssuesinAgriculturesector inIndia
Module3Economicplanninginindia

Module 4 MonetaryandFiscalPolicy in India

Q
@ese themes are dealt with through the introduction of students to the

foundationalconcepts and practices ofeffective management. The structureof

the MODULES includes these skills, along with practical questions and

MCQs. The MCQs are designed to help you think about the topic of the
particular MODULE.

We %ges‘[ that you complete all the activities in the modules, even those

that you find relatively easy. This will reinforce your earlier learning.

Wehopeyouenjoythe MODULE.

Ifyouhaveanyproblemsorqueries,pleasecontactus:

SchoolofManagement Studies&Research, MATSUniversity
Aarang—Kharora,Highway,Arang,Chhattisgarh493441
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MODULEIFEATURESANDPROBLEMSOF
INDIAN ECONOMY

Structure

Unit 1 FeaturesofIndianEconomy,Indiaasadeveloping
economy, Demographic features

Unit 2 HumanDevelopment(HDI),ProblemsofPoverty,

Unemployment, Inflation, income inequality

1.0 OBJECTIVES

Bythe endofthischapter,youshouldbeable to:

o Familiarizewiththeimportantaspectsof Indian economy.

o Discussstatusof Indiaas adevelopingeconomy.

¢ DiscussthedemographiccharacteristicsofIndia.

¢ Discusswhatismeantby theHumanDevelopmentIndex(HDI).

¢ Whatarethemajoreconomicissuessuchaspoverty,unemployment,inflation, and
income distribution.

« Examineforms,causes,effectsandsolutionstopoverty,unemployment,inflation,

and income inequality.




Indian
Economy
& Policy

UNITIFEATURESOFINDIANECONOMY,INDIAASA
DEVELOPING ECONOMY, DEMOGRAPHIC FEATURES

1.1FeaturesOfIndianEconomy

Thelndian economy is acomplex and vibrant system characterized by its history,
policyregimes,demographicstructure,andglobalization. Thepaperexaminesten
important dimensions of the Indian economy, analysing in detail an issue and its

relation to the growth and development of the country.

Figurel.l:IndianEconomy
1. MixedEconomyFramework

Indiafollowsamixedeconomymaodel,integratingelementsofbothcapitalismand

socialism. Thisstructureallowsforgovernmentinterventionincriticalareaswhile
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encouragingprivateenterpriseinsectorsconducivetocompetitionandefficiency. With

India's adoption of planned economic development under the




Twin Five-Year Plans after independence laid the foundations of this system.
Under a mixed economy, natural monopolies such as public infrastructure,
healthcare and education are kept under check-given the forces of market failure
thatwouldtakeplaceifthesesectorsoperatesolelyforprofit. Atthesametimethe
existence of private enterprise encourages innovation, employment and
development. The state dominates sectors such as defense, energy and
transportationwhilethe privatesectorflourishesintechnology,financeandretail.
However,themixedeconomymodelhaditsowndownsideaswell,ofwhichIndian
societyhasnotbeenfree. Bureaucracyorredtapismandcorruptionhavebeenthe
diseaseofpublicsectorenterprises. Andtheprivatesector,howeverdynamic,has
sometimes slammed into regulatory bottlenecks. Recent reforms - most notably
those of the 1991 liberalization regime - have moved towards market oriented
development,andhasloosenedgripeofthestateonamanyofthesectors.Opening
theeconomyDisinvestmentofPSUsandraisingFDIcapsinthecoresectorsshow  that
India is slowly moving towards liberalizing its economic model. Mixed economy
gives India economic resilience so that when there are crisis, the government can
intervene and at the same time businesses can scale for growth." What remains to

be a challenge is the balancing between regulation and liberalisation.

2. PredominanceoftheServiceSector

India'seconomyhasdevelopedovertheyears,makingashiftfromanagricultural
country to a more service-based economy. Today the service sector is the biggest
intheeconomy,andconstitutes55-60percentofGDP.Theriseinusehascomeas the
result of developments in information technology, financial services,
telecommunicationsand ~ e-commerce. Thisriseoftheservicesectordueto  India's
intense human capital - particularly IT and Software services. The outsourcing
industry, led by companies such as TCS, Infosys, and Wipro, has made India a
global hub for IT
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and business process outsourcing (BPO). Similarly, India's banking and financial
services industry has expanded due to reforms in digital banking and fintech

innovations, such as the Unified Payments Interface (UPI).

But the predominance of services also presents some challenges. Services do not
create mass employment for low-skilled workers as manufacturing does. This has
created an environment in which growth in the economy does not automatically
resultinthelarge scalecreationofjobs. In addition,theeconomyissusceptibleto global
downturns, such as pandemics, that impact service-based industries (the COVID-
19 impact is known to have had a detrimental effect on the service
industry).Indiahastohavestrongmanufacturingtogowithastrongservicesector, for a
sustainable growth. Projects like the “Make in India” campaign aim to

increaseindustrialoutputandgenerateemploymentbyusingstrengthsinservices.

3. LargeandDiverseWorkforce

With500millionworkers,Indiaishometooneoftheworld’slargestlaborforces.
Itshostofindustrysectors,typesofemploymentandskillslevelsarehighlyvaried.
Indiahasayoungpopulationandaccordinglyademographicdividend,butthejob
situation is challenging. Unorganized sector employs approximately 90% of the
labor force. Street vendors, daily-wage earners, and small business owners who
don’t have access to banking services, social benefits, and job security are in this
category. Economic disparity is exacerbated by the continued underpayment and
overworking of many, for the simple reason that thereare no jobs for these people

if they simply cannot be employed.

l@iia has made significant advances in the skill development of the formal sector
withmeasuressuchasPradhanMantriKaushal VikasY ojana(PMKVY)andSkill India.
The programs are designed to to impart new skills on workers by granting them
vocational training to be hired in fields, such as manufacturing,information

technology and healthcare. However, bridging the skill gap remains a challenge,




asmanygraduateslackindustry-relevantexpertise.Indiaalsorequirespoliciesthat

boost labour-intensive industries, formalise the informal sector and upgrade its
education and vocational programmes, to fully exploit its labour potential.
Generating more jobs in the formal sector will be crucial for sustainable growth

and social justice.

4. DemographicDividendandUrbanization

India’s demographic dividend is a tremendous economic opportunity. It has a
young population which hovers at around 28 years old — and can potentially
becomeadrivingforceintheeconomicdevelopmentofthenation. Andwithover ~ 35%
living in urban centers, urbanization is also accelerating and fueling growth in
industry and services. But problems such as traffic, poor infrastructure and
environmental decay have been a result of the rapid urbanization of the world.
Citiesareconfrontedwithairpollution,ashortageofwater,andahousingshortage.

Sustainable urban planning and smart city initiatives are also important in

providing accommodation for the increasing urban population.

5. AgriculturalDependenceandStructural Challenges

Share of agriculture in india Agriculture has been the mainstay of the Indian
economy adding ‘lashes millions in terms of employment generation and rural
livelihood. Although its contribution to the GDP has descended to about 16% -
18%, but it provides employment to about 42% of the working population. The
sector has enduring issues like small and fragmented land holdings, excessive
dependence on monsoon, lack of knowledge and resources, outdated farming
techniques and price volatility. The Green Revolution of the 1960s made
agriculturalmoreproductive,buttoday’schallengesdemandnewanswers.Climate

change increased the susceptibility of Indian agriculture to droughts, floods and
erratic weather behaviour. These days sustainable techniques -- precision

agriculture, organic agriculture and the use of Al are essential.
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The objectives of government programs like PM-KISAN, Pradhan peatyresand
Problemsof

Bima Yojana (PMFBY), and E-NAM (National Agriculture M Indian
modernizesupplychains,increasefarmers'income,andofferfinan Economy
However, issues like low access to credit, inadequate storage facilities, and
exploitation by intermediaries continue to plague the sector. Land reforms,
investment in rural infrastructure, and agricultural diversification into high-value

crops like horticulture and dairy products can enhance growth in this sector.

6. IndustrialGrowthandManufacturinglnitiatives

The industrial sector in India is the key sector of an economy, which adds to the
GDPandalsoprovidesemploymenttoaverylargechunkofthepopulation.Ithas
transitioned from traditional industries such as textile and ad handicrafts to more
contemporary sectors such as automobiles, electronics and pharmaceuticals. In
2014,PMlaunchedMakeinIndiacampaigntoincreasemanufacturing&decrease
reliance on imports through FDI. In order to encourage local manufacturing, the
Production-Linked Incentive (PLI) scheme also offers cash incentives to key
sectors such as electronics, semiconductors and renewables. However, @pite
these initiatives, India still faces several industrial challenges. Regulation is
cumbersome, not enough is spent on R&D and infrastructure is insufficient for

manufacturing growth.

If the country is going to compete with international manufacturing powerhouses
suchasChinaandVietnam,itneedstoupdateitssupplychainnetworks,logistics,  and
overall ease of doing business. To transform India’s industrial landscape,
investments in Industry 4.0 technologies, including automation, Al and Robotics,
will be key. Policies of the government must be skill oriented, industrial clusters

and innovation hubs to make the industry competitive in long term.

7. FinancialSectorDevelopmentandDigital Economy

Fintechadvancements,theemergenceofdigitalpayments,andbankingsector

reformshaveallcontributedtothefinancialsector'sexplosivegrowthinlndiain
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recent years. India now ranks as the world’s leader in financial technology thanks
to the 1@6 than 400 million people who use digital payments. Important steps
towards financial inclusion weretaken in the form of the Goods andServices Tax
(GST), the Jan Dhan Yojana, and demonetization (2016). Building on that, India
nowhasoneofthefastestgrowingcashlesseconomiesintheworldduetotheysay the
Unified Payments Interface (UPI), which revolutionised digital commerce.
Fintech start-ups like Paytm, PhonePe and Razorpay have revolutionized banking
and payments. But challenges also persist, like NPAs in banks, financial frauds,
and regulatory bottlenecks. WhilstSecuring financial management, enhancement
ofcybersecurity,andinclusivityinfinancialservicesforruralpopulacewillbethe  keys
to maintain the journey. The advent of cryptocurrencies, blockchain and central
bank digital currencies (CBDCs) may re-form India’s financial landscape over the
next 10 years. It will be important to find the right balance between regulation

and innovation that supports stability.

8. ForeignTradeandGloballntegration:India’sTradePoliciesTheforeigntrade

policy 1’% India has undergone changes over the years and plays crucial role in
India’s commerce with world economies. Key exports include IT services,
pharmaceuticals,textiles,andautomobileswiththeUnitedStates, EuropeanUnion, and
Asia being significant markets. Atmanirbhar Bharat (Self-Reliant India) scheme
The government has rolled out a slew of trade agreements and policies
underAtmanirbharBharatincludingtopromoteexportsandlowerdependencyon

imports. India has also been involved in multilateral institutions WTO, BRICS,
G20 in order to grow its international trade connections. Though it enjoys
favourablegrowth, India still has challenges to meet in international tradesuch as
largetradedeficits,relianceonfuelimportsandlackofexportcompetiveness.The recent
push towards free trade agreements (FTAs) with the European Union and Gulf

countries could
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enhancelndia’sexportpotential..Buttoincreaseglobalintegration,Indianeedsto
Focus on port infrastructure, custom efficiency and logistics improvements.
Improving product quality criteria and expanding the range of export markets is

going to be the key to sustainable trade growth.

9. Economic Disparities and Inclusive Growth: Due to uneven distribution of
India’s high economic growth, income inequalities between the urban and rural
have widened further. Cities like Delhi, Bengaluru and Mumbai have boomed
economically but poverty and unemployment prevail in large parts of the
hinterland,inregionssuchasBihar,OdishaandUttarPradeshespecially. Tocheck
inequality, the government has introduced several social welfare schemes,
includingthePMAwasY ojana(affordablehousing),AyushmanBharat(healthfor the
poor) and the Mahatma Gandhi National Rural Employment Guarantee Act
(MGNREGA).Butitremainsastruggletomoveupinsociety,giveninequalityin
education, healthcare, roads and electricity. At the same time, government policy
must prioritise inclusive growth, women’s empowerment and rural
industrialisation to reduce these economic disparities. Equity of opportunity in
economic empowerment, for instance can also be advanced by investing in:
Strengthening of the Public Distribution System (PDS) Investment in children,
including targeted financial assistance to pregnant women and to the girl child
Education, health care, rural electrification and digital access to the poor Small
businesses kept alive by policy, and able to access investment, can also help to

make opportunities for economic advancement more equitable.

10. PolicyReformsandSustainableDevelopmentGoals(SDGs):Pursuanttoits
global sustainability goals, India has introduced significant policy changes in
taxation,laborlawsandenvironmentcurbs.Similarimpactonthefirmproductivity
wasobservedwhentheGSTwasintroduced,andIndia’staxregimewassimplified.
India's tax structure was made simpler with the introduction of the Goods and
Services Tax (GST), which increased company productivity. Corporate governance

and debt resolution have been enhanced by the Insolvency and




Indian Code(IBC).India’scommitmenttoprotectingtheenvironmentcanbe
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tree plantation drives. The country has pledged to reach its carbon neutrality goal
by 2070 and is working on sustainable industry and renewable energy. It remains
achallengeto achieveequilibriumbetweenenvironmentprotectionandeconomic
development.Thereareproblemsthatpolicymakersmustaddresswithsomespeed: air
pollution, deforestation, water shortage and so on. A long-term strategy which
focuses on tackling poverty, making growth resilient and building green

infrastructure is essential to meeting SDGs prescribed by the UN.

IndiaAsADevelopingEconomy

nThefuture,policyreformscouldbecenteredaroundinnovation-ledgrowth,start-  up
ecosystems, digital transformation, and ease of doing business. India will need a
robust governance model and policy continuity to maintain its economic
resilience over the long run. @ one of the world's fastest-developing economies,
India (and one of the fastest in terms of transformation of living standards)

continues to play a key role in the global marketplace.

#  Low per capita income

Poor infrastructure

Poverty, overpopulation and
unemployment

Lack of industrialization and
business trade

> Poor infrastructure

Figurel.2:DevelopingEconomy

Indiaistheworld'sseventh-largesteconomybynominal GDPandthethird-largest

bypurchasingpowerparity(PPP).Thecountryisclassifiedasanewly
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industrialisedcountry,oneoftheG-20majoreconomies,amemberofBRICSand a
developing economy with an average growth rate of approximately 7% over the
last two decades. %t there are still problems like economic disparity,
unemployment, poverty and infrastructural shortfalls, so understanding that India
is a developing country becomes essential. This chapter presents a review on the
status of the economy, growth indicators, contribution by sectors, government

measures and issues that earmark its progress as a developing economy of India.

ImpactofCSRPracticesonSustainableDevelopment: From a policy and
governance standpoint, corporate social responsibility (CSR) has moved to serve
as a driver of sustainable development and has given rise to a strategy in order to
makecompaniesgroweconomicallyandhaveapositivesocialandenvironmental
impact. CSR is thebelief that businessesmust act ethically and sustainably, while
contributingtosocietybothlocallyandglobally."Withsomanychallengestoface
intheworld-fromclimatechangetopovertytoinequality-consumersareforcing
companies to take responsibility for their practices and impact on society in the

long term.
Understanding CSRandSustainableDevelopment

CSR refers to the use of a business’s self-regulatory capacity to be socially
accountable to citizens; the communities and environment through which it
operates;andthepeoplewhoworkforandwithitbeyondwhatismandatedinlaw
(Valente, 2004). “In essence, sustainable development is about localplaces doing
what they can to make sure no-one over-shoots their local resources and causes
harm too others.”UN Sustainable development is about meeting needs within the
limitsofwhattheearthcanprovide.BusinessescouldleveragetheUnitedNations
SustainableDevelopment Goals (SDGs)frameworkto aligntheircorporatesocial

responsibility (CSR) strategy with broader universal aspirations.
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KeyAreasof CSRImpactonSustainableDevelopment
1. LowtoModeratePerCapita Income

India’spercapitaincomeremainsfarlowerthanthatofrichcountries.India(2023),
whichhasapercapitaincomeofabout$2,411,comparedwith$76,330intheU.S. and
$51,300 in Germany. This difference underscores problems of economic
opportunities, wealth distribution and standards of living. CSR in India is vital in
bridging this income gap as CSR help promote “social entrepreneurship, that is
acceptanceofpoorclientsbyformalbanking,anddevelopmentoftheempowered
endogenous system” (Olihant & Prakash Jha, 2016). Both Tata and Infosys have
investedinruraldevelopmenttocreatejobsandtobringhealthtoailingeconomies.
These initiatives help lift incomes and reduce economic inequality, which in turn

help to achieve SDGs 1 (no poverty) and 8 (decent work and economic growth).
2. HighPopulationGrowthRate

IndiaovertookChinain2023tobecometheworld’smostpopulouscountry,with

1.42 billion. This “demographic dividend” provides it with the largest pool of
pottentialhumanresourcesbutalsoplacesdemandsonresources,education,health and
infrastructure. Their hopes are that CSR activities will work to solve these issues
by the implementation of preventive programs, medical aid and town planning.
Reliance foundation, Wipro foundation are a few, which independently run mega
projects such as healthcare and education. Those pursuits are helpful toward the
3rd SDG (Good Health and Well-being) and the 4th SDG (Quality Education)
required for a healthy and educated workforce that supports the economy in the

years ahead.

3. PredominanceofAgriculture

In spite of modernization, almost 42% of the Indian work force is in agriculture,
still accounting for about 18% of India's GDP (Economic survey of India, 2023).
No, but it's held back by dated farming practices, climate change, and lack of
productivity growth.

12
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Indian Some corporate social responsibility (CSR) programs also promote sustainable

??Sfl’fﬁyy agiculture in the form of better irrigation methods, financial help, and organic
farmingtrainingfromentitiessuchasITCandMahindra. Theyareconsistentwith
SDGs2(ZeroHunger)and12(ResponsibleConsumptionandProduction)anduse

sustainable farming approaches that allow farmers to make more money.
4. GrowinglndustrialandServicesSectors

Servicesarethelargestholderofthenetvalueadded,offeringalmosttwo-thirdsof

India’s GDP, and it is the fastest growing with information technology and
telecommunications as the industry cleaders. Contrast this with manufacturing
whichwiththehelpofGovernmentprogrammeslike‘MakeinIndia’isexpanding at a
break-neck speed. CSR in these activities predominantly focuses around skill
development,digitalliteracy,employmentgeneration. CompaniessuchasInfosys and
TCS focus on STEM education, run coding boot camps and back women’s
empowerment projects — all contributing to SDGs 9 and 10 5. High
Unemployment and Informal Workforce India is characterised by perpetual
unemploymentastheunemploymentratein India was7.8%inDecember 2023as
perCMIE.Inaddition,80%ofthelabourforceisintheinformaleconomywithno job
security and no social protection. CSR programmes are more concentrated in
vocational training, promotion of entrepreneurship, financial literacy etc. to meet
thesechallenges. Theeffortsare:informalworkersthrough, firmslikeHDFCBank and
Hindustan Unilever. This supports the achievement of SDG 8 (Decent Work
andEconomicGrowth)andSDG1(NoPoverty)throughreducingunemployment and

economic insecurity

EconomicGrowthandDevelopmentTrends

GDPGrowth Trends

India’s economy performance has been extraordinary as GDP growth achieved a

joint averageof 6-7% per annum, over the last two decades. GDP growth of

13




7.2% in FY 2022-23 in the post-COVID recovery phase has beenresilient in the

face of global economic uncertainties.
Agriculture:

significant portion of India's workforce was employed in agriculture, which has
historicallybeenthebackboneofthecountry'seconomy.Althoughitsshareofthe GDP
is shrinking, the agricultural sector remains central to rural development,
employment and food security. As per the Periodic Labour Force Survey 2023",
nearlyhalf(45percent)oftheworkforceengagesinagriculture,whichcontributes  just
15 percent to the national GDP following fast industrialization and growth of the
services sector. Rural livelihoods In its own way, agriculture has a direct
influence on livelihoods in rural areas. For millions of farmers, it is a way of life
not just a vocation. The government has pursued a number of policies to make
agriculture economically productive and sustainable. Farmers are given direct
income support under t@e Pradhan Mantri Kisan Samman Nidhi (PM-KISAN)
scheme,whichoffersafinancialbenefitofX6,000perannumpayableinthreeequal
instalments. The programme gives a little material support to small and marginal
farmers who they can spend on home and farm-related costs. MSP — minimum
support price (price that is guaranteed by the government to be received by the
harvester of particular crops which means that harvester is assured of a minimum
price even if market prices were to fall) — is one way to sort this issue. The price
that the government announces as the MSP is for more than 20 crops, including
wheat, rice and pulses. This policy consists of production, income and risk
reduction for agriculture. But challenges remain, from delayed procurement and
middlemanexploitation,toregionalvariationinMSPbenefits.Modernagriculture,
mechanisation,digitalinitiativesareallplayingkeyroleinaddressingproductivity — as
well. Agri Tech startups are emerging, precision farmingtechniques are being

implemented, and Al-driven weather forecasting have empowered farmers
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tomakeinformeddecisions.PMFasalBimaY ojana(PMFBY )forcropinsurance, e-
NAM(ElectronicNational AgricultureMarket)foraunifiedonlinemarketplace
forfarmproduceareotherprogrammeslaunchedbygovernment. Theseinitiatives
haveyettoaddresstheissuesthelndianagriculturalsectorfacesregarding issues such
as land fragmentation, scarcity of water, climate change, and inadequate
infrastructure. Policymakers are focusing on sustainable farming, organic
agriculture andintegrated farming systems in a bid to solve these problems. Also
the promotion of natural farming and Agri-exports was able to open up new
opportunities for farmers in this budget. Agriculture is not only important to food
security, but also contributes significantly to rural employment and economic
stability. Its share in GDP may have fallen, but a combination of targeted
government policies and technological advances ensures that it remains an

important player on India’s socio-economic landscape.

Industry: The industry in India is believed to be a second chance to bring the
economy on track and it occupies 25% of GDP of the country and offer
employment to 100 million people. This category also includes manufacturing,
construction,miningandutilities. WhilethegovernmentencouragesMakeinIndia and
pushing rapid industrialisation, a lot is happening in the country. A large
proportion of India’s working population used to work in agriculture, which has
alwaysbeenthelifelineofthecountry.Agriculture,though,usedlesserpercentage ~ of
the GDP, its role in rural development, employment and food security was
significant. Even now the sector continues to employ roughly 45% of the
population, although it contributes only 14% to the GDP due to the rapid
industrialisationandthegrowthoftheservicessector.impactonruralpeople'slives  in
Resource Material 17C (Part 3).FromNibMany of Growth That Delivers: The
Impact of Growth on Poor People?000IFIC AGRICULTURE #IF AOJECTIVE
AGTheintroductionofthegrowinghigh-inputfoodcropandlivestocksector.For

millionsoffarmers,farmingisnotjustajobbutawayoflife. Therearearangeof measures
that have been adopted by the government to make agriculture a profitable

venture and sustainable.
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KISAN) plan, which distributes an annual award of 26,000 in three equal
installments.This program gives small and marginal farmers some financial

stability so they can spend it on home and agricultural costs.

One of the fastest-growing automobile industriesin the world is thatof India, and
major global players such as Tata, Mahindra, Hyundai and Maruti Suzuki are
investinginelectricvehicles(EVs)inkeyways.Indiawillaimtobeagloballeader in
sustainable transportation via PLI scheme forEVs & battery manufacturing. The
PLI incentives have, indeed, encouraged the pharmacy of the world (the Indian
pharmaceutical industry) to produce active pharmaceutical ingredients
(APIs)locallyandreducedependenceonChina. Themanufacturingsectoralsohas

some dynamics, including logistics cost pressures, bureaucracy, energy supply
issuesetc. The government has responded to these challenges with ease of doing
business reforms, cut in corporate taxes for new manufacturing units and
simplification of labor laws. So, the growth story of the Indian Industrial sector
have been quite fair which is supported by the certain policy initiatives, the
increasing infrastructure which is getting developed and increasing global
competitiveness. The sector could play a huge role in employment and economic

independence with theright strategies.

3.Services:

Approximately 55% of India's GDP comes from the services sector. Information
technology(IT)andbusinessprocessoutsourcing(BPO)arethetwomostlucrative

service sectors, with combined revenues of nearly $245 billion in 2023. A major
playerintheworldwidel Tindustry,NASSCOMIndiafocuseson firmslikeTCS,
Infosys, Wipro, and HCL. Millions of skilled professionals are working in India's
ITindustry,whichhasgrownintooneofthelargestjobcreators.Indiancitiessuch as
Bengaluru, Hyderabad, Pune, and Chennai have grown to become incubation
hotspotsforl TinvestmentsbyinternationalbehemothslikeGoogle,Microsoft,and

Amazon. Cloud computing and Al, cybersecurity, and blockchain hasgiven an

extra boost to India as a leader in the digital economy.
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EconomicgrowthGrowthofeconomyisowedtooutsourcingindustryparticularly ~ to
BPO and KPO. The cost effectiveness of Indian labor, hawk-eye focus on English
language and superior IT infrastructure are some of the biggest reasons why firms
outsource to India from across the globe. This is basically divided into a few main
segments like transfer of call centers, back office processes financial services
outsourcing. Measures like Digital India, IT Special Economic Zones (SEZs) and
tax benefits by the government have created the right environment to
stimulatethegrowthofthel Tindustry.Inadditionsugilicousstartupshavegrown
duetotheStartupIndiacampaign.Butchallengesremainfortheservicessectorin
cluding the global economic uncertain ties, data privacy and the requirement for
continuous skill upgradation. As Al becomes more prevalent in organizations for
the management and operation of their systems, the concern of job eradication in
traditional IT jobs has surfaced as a concern, emphasizing the need for retraining
andupgradingtheworkforce. Thelndianservicessector,ontheotherhand,remain
attheheartoftheglobal economyandisexpectedtogrowonlyfasterinAl,cloud
computing and cybersecurity despite these challenges. With the digital revolution
and the impetus for innovation, India will remain at the forefront in the world of

IT.

GovernmentPoliciesandInitiatives

1. EconomicReformsandLiberalization(1991):

When the government liberalized the economy in 1991 with the support of Prime
Minister P.V. Narasimha Rao and then-Finance Minister Dr. Manmohan Singh,
India'seconomicparadigmchanged.India'seconomictransitionfromasocialistto a
more market-driven system based on the Liberalization, Privatization, and
Globalization (LPG) doctrine was marked by this change. Because of a severe
balance of payments crisis, declining foreign exchange reserves, and a significant
fiscal deficit, the reforms were deemed necessary. Liberalization also entailed
reducing the government's involvement in thesesectors, abolishing the License

Raj, and allowing the private sector to participate. Additionally, it allowed
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foreign investment in Indian industry, promoting efficiency and competition. The
country's ability to integrate into é global economy was made possible by the
poweroftariffreductionsandtheremovaloftradeobstacles. Asaresult,Indiasaw ise
in foreign direct investment (FDI) and expansion in industries including

information technology, telecommunications, and pharmaceuticals.

It also involved selling off governmentstakes in PSUs, thereby pushing out its
monopoly and generating private ownership. It resulted inmore productiveuse of
resourcesandinnovationacrosscrucialsectors.Severalloss-makingpublicsector

enterprises were either restructured or offloaded to private sector players. A few
days back globalization opened up largeinternational markets forIndianfinished
goods as well as allocation of foreign investments in India Through the room, the
entry of multinationals created much more employment and transferred
technology. These reforms over the decades fueled GDP growth, removing
millions from poverty and making it one ofthe fastest growing economies in the

world.
2. MakeinIndia(2014)

MakeinIndiaPrimeMinisterNarendraModi’sMakeinIndiacampaign,launched

in2014,seekstoposition Indiaas aglobalhub formanufacturingby encouraging
innovation, investment and human capital development. Introduced in November
2020 to reduce dependence on imports, the PLI programme aims to boost local
production in 25 sectors such as electronics, textiles, pharmaceuticals, and
automobiles. Headed by the Department of Industry and Internal Trade, India
wantingtoraisetheManufacturingSector'sshareofGDPwhichis16%compared ~ with
China's 34%, USA's 20%, and Japan's 21%. The government has facilitated
laborregulation,cutlooseregulationsandmadetaxbreaksforbusinessinorderto make
this happen. The Production-Linked Incentive (PLI) program is g:‘e policy that

has increased the appeal of domestic
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manufacturing. It has led to massive foreign direct investment (FDI) of nearly
USD150billioninvarioussectors. Thegovernment'spushforindustrialcorridors,

better infrastructure and modernized logistics have also been instrumental in
attracting these firms. Firms such as Apple, Samsung and Tesla have also
increased of manufacturing footprint in India, providing jobsand improving the
supplychainecosystem.Thoughtherehasbeenalotofprogressmadeundermake in
India but a good skilled workforce, circumventing bureaucratic roadblocks and
betterinfrastructurearestillsomebarriersweneedtocross.Resolvingtheseissues is
crucial formaking India a competitive global manufacturing powerhouse and for

narrowing its trade deficit.

3. Digitallndia(2015):

Introduction Digital India is an initiative of the Government of India which was
launchedin2015withtheobjectivetotransformIndiaintoaknowledgeeconomy  and
society through technological empowerment. Its key areas ofconcerninclude
digitalinfrastructure,digitalservicesanddigitalliteracy.Oneofthefocusesofthe

program is to create solid digital infrastructure. Among the priorities have been
expansion ofbroadband, building fiber-opticnetworks and last-mile connectivity.
Aadhaar, India’s biometrics-based IDs Aadhaar, India’s biometric-based
identificationsystem,hasbeenagame-changerfordigitalgovernanceandservice

delivery. And this is an area where we can see a lot of development on digital
services. E-governance has simplified the process such as filing tax, applying for
passport, registering property. Payment channels like UPI changed the way we
transact digitally, increased financial inclusion and reduced dependency on cash.
The enhancement of the Digital literacy, particularly in the villages, is one more
perennial aspect of Digital Indian. (Pradhan Mantri Gramin Digital Saksharta
Abhiyan)PMGDISHA (Pradhan Mantri Gramin Digital Saksharta Abhiyan) has

also been started to train students and learners in digitally digital technologies.
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online education platforms, and telemedicine providers. Even with its success,
challengeslikecybersecuritythreats, digitaldivide,anddataprivacyconcernsstays focal

arcas.

4. AtmanirbharBharat(Self-ReliantIndia,2020): Thenewindustrialpolicyalso

incorporated the "Atmanirbhar Bharat" self-reliance spirit of 2020 that aimed at
promoting domestic industry and cutting down on imported products. It made
international headlines during the COVID-19 pandemic, when the need for local
productionthatisresilientbecameevidentasdisruptionsoccurredinglobalsupply

chains. ThebroaderIndiangovernmentgoal,partofwhatisknownasAtmanirbhar

Bharat, is to strengthen an industry smitten by dependence on imports. Financial
aid plans have been set up to help businesses hit by the epidemic. The industry-
specific PLI program is designed to promote domestic production of electronic
goods,semiconductorsandpharmaceuticals. AtmanirbharBharatalsoreposesfaith in
self reliance in areas of defense, agriculture and health. The case of indigenous
defence manufacturing, organic farming and vaccine production is just one of the
many manifestations of this bigger idea. The challenges include infrastructural
deficiency, skills development and global competitiveness among others.
Addressing these topics will determine the sustained success of the Atmanirbhar

Bharat initiative to make India the powerhouse of economy globally.

5. InfrastructureDevelopment:Infrastructure development is central to India’s
economic growth. Big venturessuch as Bharatmala (roadways), Sagarmala (port
development) and the Smart Cities Mission are meant to upgrade transport,
logistics, and urban living. Bharatmala is aimed at enhancing road connectivity
withinIndia,minimizingtraveldurationandfacilitatingtrade)Sagarmalafocuses ~ on
building better port-related infrastructure andhence smoother maritime trade. IT is

the cinderblock of
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allthis,andthatitcanmakeorbreaknotjustcities,butnationsatlargeaswesee  in  the
context of the Smart Cities Mission. Such projects create jobs, attract
investmentandenhancetheeaseofdoingbusiness.But,funding,landacquisition, and

execution delays are challenges that need to be overcome.

6. Financiallnclusion:

Truefinancial inclusion is when all segments ofthesociety are ableto bereached
bybankingandfinancialservices. PMJDY (PradhanMantriJanDhanY ojana)has
changedeverything—500millionbankaccountshavebeenopened,connectedwith
Aadhaar and mobile. While efforts like the UPI, DBT and microfinance schemes
havealsocreatedabetterreachofthebankingservicesforthepeoplewhichallow them to
reduce their dependence from the cash economy to a certain extent and
fromtheinformalcreditnetworks.Despitethisprogress,barriersincludingdigital
illiteracy and underdeveloped rural banking infrastructure persist. These efforts

needtobecontinuedtoensnareeverycitizenunderthecloutoffinancialinclusion.

ChallengesHinderingDevelopment

Poverty and Income Inequality And poverty and not to be overlooked intimate
friend of poverty- income inequality, which are another of the socio- economic
challengesthatareliterallystoppinglndiaformovingaheadtodevelopment.India

TakesOffIndiahasmadeenormousprogressinrecentdecadesinreducingpoverty.

Accordingtothe WorldBank, therateofpovertyfellfrom45%in1993to10%in ~ 2021.
This is possible only because of economic liberalization, fast GDP growth,
government welfare schemes like MGNREGA, and direct benefit transfers. But

even with a reduction in absolute poverty, there is income inequality.

The distribution of income within a population, or economic inequality, is
measured by the Gini coefficient. In fact, despite GDP growth, India's Gini

coefficient has stayed high, indicating that wealth is concentrated at
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the highest levels of society. The emergence of billionaires in India while a large
section of the citizenry is distressed for basic needs accentuates this inequality.
Such inequalitiesare compounded by the divide between rural and urban areas,
withthelattermorelikelytoexperienceahigherconcentrationofincomethanthe former,
especially in places where employment islimited and wages arestagnant. The type
of job created is a significant factor toincome inequality. The rise of services,
particularly IT andfinance, has made the educated elite rich, but much
ofIndiaworksintheinsecure,low-paidinformalsector.Additionally,inequalities  in
both educational and health access serve to increase the disparity between rich
and poor. ]’%aling with these challenges would need policies such as inclusive
growth, progressive taxation, investment in social infrastructure. The latest
researchalsoplaysavitalandimportantrolenotjustintermsofsocialequity,but also in

terms of long-term economic stability and growth.
2.UnemploymentandUnderemployment

India grappleswith a dual challenge unemployment and underemployment, with
far-reaching socio-economic consequences. Although it has one of the fastest
growing economies, job creation has failed to keep up with populationgrowth. It
isahugeconcerninruralareas,wheretheburdenofagrariandistressleadspeople tolow-
payingandprecariousemployment.Inlndiatheunemploymentratevaries, but
continues to be an important challenge with respect to structural unemployment.
Skill mismatch, automation, and lack of industrial diversification are some of the
reasons behindlower jobs. Although the service sector has been growing, the
manufacturing sector (that could yieldmass employment), has not expanded to the
expected degree. Rising initiatives from thegovernment like to
makeinINDIAaspirestoprovidejobopportunities,However,poorfunctioningof  the
bureaucratic machinery coupled with poor infrastructure holds back employment

growth.
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Another major problem is underemployment, where individuals work jobs that
don’t require the level of skill they possess, or for shorter hoursthan they want.
This is common in agriculture (as disguised unemployment exist, so many family
membersareinvolvedinsmallfarms,notrequiringsuchalargelabor)Manyhave

foundnewworkinthegigeconomy,butoftenwithoutjobsecurity,benefitsorfair ~ pay.
Assigning talented skill-based professionals in all sectors is the answer to
theseproblems,yettheyneedadditionalskillsforvocationalizationoftrainingand labor
market reforms. Job creation also comes from aspects such as %uraging
entrepreneurship, supporting small businesses, improving the ease of doing
business,andsoon.Industrialpolicyandzaggingintonewerareaslikerenewables  and
technology will have to be solidified and investments created to form sustainable

job opportunities.
InfrastructureGaps

As we have seen @the last two decades, there has been significant progress in
infrastructuredevelopmentinlndia,butcriticalgapsremainintransport,electricity
anddigital connectivity. These shortcomings limit economic development, raise
logistics costs, and lower global competitiveness. The country has seen a huge
improvement in transportation infrastructure in roads, railways, ports due to
schemes like Bharatmala and Sagarmala. Lack of ruralroad networks and urban
congestion are still major problem areas. This is leading to much greater
inefficienciesforlogisticsandtradeandcommerceduetotheabsenceofseamless
multimodaltransportsystems.Accesstoelectricityhasimproveddramatically,but
itremainsunreliable,especiallyinruralandsemi-urbanregions.Despiteexpanded
electricityconnectionsthroughgovernmentinitiativesliketheSaubhagyascheme,
industries and households have long suffered from power cuts and transmission
losses. The rising expansion of renewable energy looks encouraging; however,
coal still holds a prominent position in the energy mix and is responsible for
environmental issues. Initiatives like Digital India have transformed digital
infrastructure resulting in an increase in internet penetration and mobile

connectivity. But broadband access and digital
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literacyremainlimitedoutsidecities,restrictingeconomicopportunitiesandaccess  to
online education and health care. Public and private investments, practical project
implementation, and sustainable planning are necessary to bridge these
infrastructure gaps. Further, continuation of smart city solutions, reduction in
bureaucratic red tape and strengthening of public-private partnerships will

accelerate infrastructure development.

EnvironmentalConcerns:India'sfast-pacedindustrialandurbangrowthscenario
hasposedgrimenvironmentalchallenges,rangingfrompollutionanddeforestation  to
climate change. Air-quality in big cities,especially Delhi, has become a threat to
human life by these days due to vehicles' emissions, industry emissions, and
stubble burning. The worsening air quality has serious health consequences in the
form of respiratory diseases and decreased life expectancy. Deforestation and
desertificationaremajorconcerns,andarecausedbythegrowingdemandformore land
for agricultural use and overgrazing, and the lack of understanding of the
ecological effects of cutting down forests. Cutting down a country’s forests can
resultinthelossofbiodiversityanddisturbanceofecosystems,inadditiontobeing a
driver of climate change. @ter pollution from industrial effluents, raw sewage
and agricultural runoff hampers both human health and marine life. Effects of
climate change, including erratic monsoons, increasing temperatures and extreme
weather, are posing threats to agriculture and people's lives and livelihoods.
Millionsofpeopleincoastalcommunitieswillbeaffectedbysealevelrise. Weare
together on projects like National Action Plan on Climate Change (NAPCC) and
the Indian government's plan on renewable energy. But finding a sweet spot
between environmental protection and economic development is still a challenge.
Inthemeantime,whatiscrucialistoensuretransitiontocleanenergyandimpose
stricterregulationstocontrolpollutionandpropagateafforestationtoaddressthese
environmentalissues. Urbandevelopmentbasedonsustainableprinciples,proper and
efficient waste management, as well as, eco-friendlytransportation solutions can

also assist in upholding long-term environmental protection.
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5.EducationandHealthcare

Indiaranks 132nd on the global Human Development Index (HDI — a snapshot
oftheresilientchallengesthatpersistinthedomainofeducationandhealthequity.
School enrollments and literacy rates have improved, but quality education
remains a challenge. New government policies like NEP 2020 have promised to
bring a change to the current education system, but a lack of resources such as
qualified professorsand modern infrastructure along with still-relevant issues of
outdatedsyllabimeanthatthegroundisnotmovingfastenough.Likewise,higher
education is struggling with issues like affordability and nearly no capacity for
research,aswellasthegapbetweenwhatonecanlearninanacademicsettingand what is
actually needed in the field. Two of these tools are pay increases and vocational
education. Healthcare accessibility is abig issue as well. There have been great
strides in medicalresearch and health care facilities in India, but there are still a
large number of rural zones where adequate medical facilities are excluded to the
qualified health personnel. The public healthcare system is underfunded and
hospitals are overwhelmed, driving people intoprivate — and costly — care.
Malnutrition, tuberculosis and ailments of affluence continue to affect millions.
On passing the exam, there are five years of working on the road
tobecomingadoctor,andthentheknowledgeyouwillcarrywithyouforyournew
profession, says the doctor. One aspect of change is reinforcing primary
healthcare, telemedicine services and medical research to make them more
accessible.Educationandhealthcarearecriticalareasforhumancapitalformation
andeconomicgrowth.Fewerpoorpeoplecontributelesstoviolence,andahealthy,

educated population is amore productive, innovative, and life-affirming society.
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FutureProspectsandPathtoDevelopment

1. SkillDevelopment:EnhancingTechnicalandVocationalTrainingtoImproveE

mployability

Theprojectwillalsofocusonskilldevelopmentwhichisthemostimportantfactor i‘P
improving human capital and driving economic growth. With thechange of
technologicaleraandemploymentmarketplaceanddemand,providingTechnical,

Vocational training to individuals helps to enhance their employability,
productivity. These include vocational skill development programs that aim to
equipindividualswiththesemarketableskillsthatareinhighdemandinthelabor ~ force
coping with the prospects of self-employment or employment in various
industries. Formal education andinstitutions cannot provide everything required
by the workplace therefore it falls to technical and vocational training programs.
Vocational training, in contrast to standard academic programs, prioritizes
practical,work-relatedexperience,allowingpersonstodevelopspecificabilitiesin

industries such as manufacturing, health care, building, information technology,
and automotive services. The skills not only boost job opportunities but also

improve productivity, innovation, and economic resilience.

This is why both the government, working with the industries and educational
institutions, need to come together to create and implement effective skill
development programs. Through public-private partnerships, modern technology
andindustryexpertisecouldprovidethenecessarytrainingtobeabsorbedintothe skilled
labor ecosystem. Other skill development and professional growth paths
comeintheformofapprenticeshipprograms,on-the-jobtraining,andcertification

courses. Governments may motivate companies to investing in upskilling their
workforcesthroughvarioussubsidiesortaxcutsandinfrastructureinvestments.In  the
current globalized job market setup, the importance of both soft skills and digital

literacy cannot be moreemphasized.
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These are critical competencies that complement domain knowledge such as
communication,teamwork,problem-solvingandadaptability. Askilledworkforce is
key to national economic development. That something was not very
unattainable, just a in recent studies it was showed that the countriesinvest on
development of skills have much lower rate of unemployment and advance
productivities with the global competitiveness. Moreover, bridging the skill gap
minimizes labor shortages, paving the path for sustainable development in
economies. Therefore, improving technical and vocational education is not just a
measureoftheeducationalspherebutanimportanteconomicinstrumenttoensure  the

prosperity and social saturation of society.

2. Infrastructurelnvestment: ExpandingRoads,Railways,andDigital Connectivit

ytoSupportEconomicGrowth

Similarly, so are investments in infrastructure inherently tied to the improvement
of economic development, both (a) in facilitating trade and (b) rising productivity
quality of life overall. The upgrading and broadening of roads, railways and
digitization are important for economic expansion, regional development and the
equal access to services. For example, transport infrastructure -such as roads and
railways-isessentialtoconnecturbanandruralareasandtofacilitatesmoothgoods ~ and
passenger transportation. Well-designed road systems can shorten the time
spentontheroad,decreasetransportationexpensesandfacilitateaccesstomarkets  and
services. Investing in rail has similar benefits, moving freight and passengers
whilelimitingnewcongestionandcarbonwithroadmovements.Highspeedtrains and
underground systems create a level of mobility and quality of life that makes
citieslivableandworkable.SystemofroadsandinformationTodayaseverdigital

infrastructure is crucial in a knowledge-based world. Broadband expansion and
improvingdigitalconnectivityhelpbusinesses,schools,andgovernmentservices. E-
commerce, telemedicine, remote working and e-governance, can all be realized
throughthedigitalrevolution,andtheyallhaveamultipliereffectonourefficiency and

inclusivity.
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Digitalinfrastructurewillstrengtheneventhemostisolatedcommunitiesbygiving

them access to global economies andopportunities.

Infrastructure investment also needs to be resilient and sustainable. Climate
change and rapid urbanization call for eco-friendly construction practices and
disaster-resilient infrastructure. The role of IoT (Internet of Things) and Al
(Artificial Intelligence) indevelopingsmart citiesistooptimizetheresourcesand
enhancethelivingstandardsofthoseurbanareas.Governmentpoliciesneedtobe
developed that will create the environment to encourage private investment to
engage in infrastructure development. To mobilize forces for rapid delivery and
efficiency, cooperation between Public Private Sectorpartnership (PPP) is very
significant. Thisprioritizationofinfrastructureinvestmentleadstohighergrowth,
better employment opportunities, and greater global competitiveness for

economies.

2. SustainableDevelopment: Promoting GreenEnergy,ReducingCarbon Emissio

ns,andAchievingEnergySecurity

Sustainabledevelopmentiscrucialtoensuringeconomicausterityandprotection.

Crucially, in an iterative world where climate change and resource depletion
increasingly leave concerns more dire than ever before, green energy with lower
carbon emissions and energysecurityis and must beapriority fornations around the
world. Green energy sources — such as solar, wind, hydro, and geothermal power
— are used as an alternative to fossil fuels, reducing the degradation the
environment suffers. Financial commitment to renewable energy infrastructure
lessens reliance on limited resources and mitigates greenhouse gas emissions
Developed economies and governments around the world are pushing for clean
energy, providing policies and incentives like subsidies and tax benefits to
encourage its adoption. Reducing carbon emissions is a critical part of
sustainability. Carbon footprints are significantly caused by industries,
transportation, and urbanization. Carbon pricing, emission trading systems, and

energy-efficient technologies can all help keep pollution levels down. People

28

FeaturesAnd
Problemsof
Indian
Economy




Indian
Economy
& Policy

know that transitioning to electric vehicles (EVs), building better public
transportation systems and encouraging sustainable agriculture all help save the

planet.

One more crucial element of sustainable development is energy security.
Countries need more energy diversity, smartgrid investments and energy storage
capabilitiestocreateastableanduninterruptedpowersupply. Theseincludeenergy

efficiency measures such as LED lighting, smart appliances, and green building
designs that lower total energy consumption and costs. These are global
cooperative efforts and policy frameworks that encourage movement toward
something like sustainability (the Paris Agreement, for instance). Equally,
businesses and consumers can encourage sustainable practices -- by integrating
eco-friendly products, cutting down on waste, adopting practices, and supporting
green initiatives. Just asyou cannot eat a negative imprint onyour bank card, you

simply cannot spend without beingcapable of reaping.

3. StrengtheningGovernance:EnhancingEaseofDoingBusiness,LegalReforms,

andTransparencytoAttractInvestments

Now,thereisnoeconomicdevelopment,socialstabilitywithoutgoodgovernance.

Enhancing the ease of doing business, legal reforms, and transparency will
engenderaninvestment-friendlyenvironmentandstrengthenpublicconfidencein

institutions. Ease of doing business is an important value proposition for any
nation. The reduction of red tape, easing business registration processes, and
simplified financial transactions stimulate entrepreneurship and foreign direct
investments (FDI). The absence of economic barriers, a transparent directive tax
system, better compliance window and digital governance mechanisms increase
business operations and competitiveness. To guarantee fair and predictable
business,legalreformsarerequired.Inaddition,effectivegovernancesuchasclear

property rights, mechanisms to enforce contracts, and investor protection law are
important because they boost confidence among businesses andinvestors. All of

these aspects help to strengthen an economic
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justice system governed by a strong legal framework serving as afoundation of
judiciary efficiency, alternative dispute resolution tools, and anti-corruption

instruments.

Good governance has no place of corrupt practices and ensures transparency and
accountabilityof business practices. Public scrutiny and policy effectiveness are
further enhanced by open data initiatives, digital governance, and independent
regulatorybodies.Puttingtheabovetogether:atransparentgovernmenthelpsgain  the
trust of the investor community, creates anenvironment for innovation, and helps
allocate resources efficiently. Governance is improved through public- private
collaboration. This requires engagement between governments and stakeholders
such as businesses, civil society and international organizations in designing
policies that promote economic growth with social protection. Governance
improvements % only attract investments but also contribute to economic

resilience and long-term prosperity.

DEMOGRAPHICFEATURES

1. PopulationSizeandGrowth

Indiaisthemostpopulatedcountryontheplanet,thereareoverl.4billionpeople. One of
the largest chapters of all times in the textbook of India by Young researchers, is
always the population size, %ich impacts many sectors such as
economy,education,healthcare,andinfrastructures. Duringthelast1 00years,the

people of India reached population explosion owing to improved medical care,
sanitation, and life expectancy. The population of India was 1.21billion as per
Census201 1,anincreaseoverthedecades. Therateofpopulationgrowthinlndia has
varied over the years. Throughout the early 20th century, growth remained
sluggishduetohighmortalityfrominadequatehealthcareandnumerousfamines.  But
after independence, it registered a remarkable increase in t?% growth rate due to
declining death ratesand increased fertility. That stunning growth wasaided
overtimebytheGreenRevolution,betternutrition,andvaccinationprograms.But  the

population growth rate has recently been
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Figurel.3:DemographicFeatures

Finally, urbanizationis anotherkey driverofdemographic change. Many Indians
are fleeing rural employment and living conditions for their urbancounterparts.
Metropolitan areas, including Mumbai, Delhi, and Bangalore, have experienced
massivepopulationgrowth,resultinginproblemsincludingcongestion,pollution, and
a lack of housing. Even as the government has tried to reduce birth rates
throughthingslikefamilyplanningprogramsandcampaignsencouragingsmaller

families, India remains under demographic pressure. Another unique aspect is the
youthpopulationinlndia. Theopportunity:asignificantpartofthepopulationis  below
the age of 35 years. On one hand, this demographic advantage the “demographic
dividend” can potentially stimulate economic growth. Conversely, a lack of
opportunities cancreate a country that is devoid of material for the very issues

driving the protests.
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2. AgeStructureandDependencyRatio

The key to India's economic and social dynamics lies in the country's baby boom
intermsofpopulationagedistribution.India’spopulation,whichhasamedianage
ofabout28, isrelativelyyoung.Populationagestructureistypicallybrokendown  into
three groups: working-age population (15-59 years), elderly population (60 years
and above) and childhood population (0-14 years). The greater base of the
pyramid is the working-age population which is favorable for economic growth,
figure of micro population pyramid. With a larger proportion of working-age
people in the population,productivity, innovationand economicgrowth are given
astrongerboost.However,toleveragethisdemographicadvantageintoeconomic
outcomes, India must focus on skill development, education, and job creation.
Abbreviate the same but help us understandthe dependency ratio Demographic
indicator.However,ahighdependencyratiocancauseaneconomicburdenonthe
workforce as the working-age population supports both allegiances and offspring
dependent on them. India's (@pendency ratio has been falling over the years,
largely due to falling birth rates. This decline gives atemporary economic boost,
because more individuals are working than are dependent. But, as India’s
populationgrowsolder,thedependencyratiowillnowlikelyclimbbackupinthe coming
decades. Advances in healthcare and age longevity have led to a growing elderly
demographic. This demographic transition creates pressures on social
security,pensionsystems,andhealth-caresystems.Policymakersmustbereadying
themselves for an over-Medicared and over-social-securitized aged population,

sustainable fiscaland healthcare policies
3. LiteracyRateandEducationLevels

Education is an essential socio-economic variable determining economic
performance, employmentopportunities, and living standards. Over the past few
decades, India's literacy rate has dramatically increased. According to the 2011
Census,India'sliteracyrateis74.04%,with82.14%ofmenand65.46%ofwomen being

literate. The government's various measures, like as the Right to
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theEducation(RTE)ActandtheSarvaShikshaAbhiyan(SSA)aswellasincreased
investmentinschoolinfrastructure,arethecauseofthisprogress. Therehavebeen
significantinroads,butmoreworkisneededtobridgethegapbetweentheliteracy levels
of rural and urban areas, and between males and females. Even in more remote
areas, schools are impelled by the pressures of poverty, infrastructure and
contribution to closed societies, especially so for minorities. It is girls who suffer
themost,whohavefew  opportunitiesbecauseof  earlymarriages,domesticchores
andtradition.Indiahassuchahugenumberofstudentsstudyinginsomanystages of
education, that educational institutions have sprung up in tides. Efforts such as
Skill India Mission have been launched by the government to improve skill and
technical education. But the academia too, has its own issues, from obsolete
syllabus and irrelevant work-based training to lesser research opportunities.
ParticularlyaftertheCOVID-19pandemic,digitaleducationisreceivingattention,
within new opportunities for learning. With online platforms and digital
classrooms, education has never been made so accessible and yet tension among
digital divide and urban-rural divide remain, particularly for the weaker section of
society. Thisvoidhastobebridgedbypromotingpolicies,programsandpractices for
digital literacy and inclusive education of all the sections of the society so that

India marches ahead towards its goal of development.

Figurel.4:LiteracyRateandEducationLevels
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4. RegionalandRural-UrbanDistribution

India's regional and rural-urban distributions also reflect the country's diverse
demographics. The nation's population is dispersed unevenly, with some states
having high population densities and others having low ones. Some, like Uttar
Pradesh, Maharashtra, and Bihar, are among the most populous states;others,
like Arunachal Pradesh and Sikkim, have low populations due to their
geographicalconstraints.Onceawareofthesefigures,basicknowledgeenables us to
determine the generalreasons for population distribution in India, which
canbebrokendownintoavarietyoffeaturessuchasclimate,naturalresources,
economy,andsettlementhistory. WhiletheIndo-GangeticPlainoneofthemost
fertile areas on the world map, is hometo population densities of almost 500
peoplepersquarekm,desertandhillyareashavelessthan10peoplepersquare km.
Additionally, the presence of factories, jobs, and businesses is a large reason
people flock to areas. Urbanization is a distinguishing aspect of India’s
demographic profile. In the meantime, due to its fast economic development, a
lotofpeoplewillmovefromthecountrysidetoothertownsforabetterlife. The growth
of urban population has continued over the years, which in turn has
broughtabout the expansion of metropolitan areas. But this fast urbanization
brought challenges, such as overpopulation,slums, pollution, and insufficient
infrastructure. Cities such as Mumbai, Delhi andKolkata are under immense
stress on resources, leading to issues such as traffic congestion and housing
scarcity. In contrast, many rural regions that continue to constitute a significant
portion of the population face challenges such as insufficient healthcare,
absence of educationalinstitutions,andlackof jobprospects. Theschemes like
Pradhan Mantri Awas Yojana (PMAY), Mahatma Gandhi National Rural
Employment Guarantee Act (MGNREGA), etc. are vector towards betterment
of the rural life. Theoretical migration policy should work to prevent this
excessive migration by improving rural infrastructure, employment

opportunities and the general quality of life.
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Population distribution of India is a striking feature in the country due to various
reasonssuchasgeographical,economicandsocialdiversity. DemographicsAsper
2011 Census of India, there were 68.8 percent of people living in rural and 31.2
percent living in urban. Yet, this trend has started to change in the past decade or
so, with UN estimates suggesting that by year 2030 close to 40% of India will be
urban. Numerous conditions have conspired to this movement, among these are
attempts to seek better livelihood, educational opportunities and a higher lifestyle
forthemselvesandtheirchildren. Thefertilelandsandhistoricdevelopmentinthe
Northandnorthwestoflndia,aswellasinthenorthernpartofKarnatkagavethese regions
both high labor demand, as well the high growth, which attracted people into
these regions and the saturation driven migration provides a large portion of the
new growth, whereas in UP (with 199 million), Mahastra (with 112 million)
andBihar(with104million)aswellasinthesouth,availabilityofjobsarestillnot
ashighasintheplaces mentioned.Ontheother hand,thepopulationdensitiesare as low
as 17-52 persons per sq. km, primarily on account of difficult terrains and limited

accessibilities.

The area Formed by the Indo-Gangetic basin and the valleys of the principal
Himalayan rivers, the plain is fertile and, due to abundant precipitation and
irrigation, very well suited for agriculture. Whereas people aresparsely present in
theTharDesertandHimalayanregions(averaginglessthan10persq.kminplaces. The
convergence of urban areas in and around metros like Mumbai, Delhi, Bengaluru
and Chennai through industrialization and technological boom draw huge
migrating population from rural pockets. For example, Mumbai has a population
of over 20,000 people per sq. km, pushing its infrastructure, housing and
sanitation to the limit. The pace of urbanization is accompanied by certain
problemssuchastrafficcongestion,growingpollution,lackofhousing,andaspurt ~ of
unauthorised settlements/ slums among others; nearly 22 percent of urban

population lives in slums (Census 2011).
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HUMANDEVELOPMENTINDEX(HDI)
1. LifeExpectancyatBirth

Life expectancyat birth is a key measure of the overall health of well-being of a
country’s population. In India, this measure is a snapshot of improvements in
health, nutrition, sanitation, and disease control. In @ past few decades, life
expectancy has increased steadily, and India now averages around 70 years, a
marked improvement from the post-independent era. This progress owes to the
government’s investment in various healthcare initiatives such as Ayushman
Bharat, National Health Mission (NHM) and immunization programmers. But
challenges remain, notably high rates of infant and maternal mortality,
malnutrition, and disparities in access tocare in rural versus urban areas. Even
thoughcitiescanavailadvancedmedicalfacilities,ruralareasfaceinsufficiencyof

healthcare infrastructure and medical staff. The increasing burden of non-
communicable diseases, including diabetes, heart disease, and cancer due to
lifestyle changes, coupled with persistent threats from infectious diseases like
tuberculosis and dengue, is straining health systems across the globe. Aerosol
transmittedbacteriologicalantibioticssuchasmoldorvirusesincreaserespiratory

disease in urban areas for example as one facet of environmental degradation.
There also remain gender gaps in health indicators, with women in some areas
having a @er life expectancy than men as a result ofsocio-cultural factors like
malnutrition, early marriage and access to healthcare. Still, while initiatives such
as Beti Bachao Beti Padhao and POSHAN Abhiyaan can help work on these
problems, all-round focus on strengthening public health systems, investing in
medical research and facilitating equal access to health services is required

urgently. Stronger healthcare workforce, increased telemedicine
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facilities and preventive healthcare would contribute positively to India’s life

expectancy and overall human development.
2. Education(MeanandExpectedYearsofSchooling)

Asacrucialaspectofhumandevelopment,educationinIndiaismeasuredinterms
ofexpectedyearsofschooling(totalyearsofeducationthatachildenteringschool ~ can
expect to receive) and mean years of schooling (average number of years of
education that people aged 25 and older have received). @Cﬁa has witnessed
significant improvement in literacy throughout its history, with overall literacy
ratesgrowingtoapproximately77.7%andfemaleliteracyontherise.MustRead:
RTEAct,SarvaShikshaAbhiyan&NEP2020aresignificantstepstouniversalize
education and enhance learning outcome. Disparities continue to exist, however,
particularly among rural and urban, gender and socio-economic cohorts. Many
government schools continue to grapple with poor infrastructure, lack of trained
teachers and &h dropout rates, especially among girls and people from
disadvantaged communities. Meanwhile, mega-centrism dominates in education
which is closing down the analytical and critical thinking of students. NEP 2020
wasdraftedtoachievethis,throughaholisticandinterdisciplinaryeducation,skill-
based learning, education technology etc Higher education is also on the rise, but
India has an excess of skills requirement, and a majority are students are not
industry ready. Such data collection to explain where efforts and traction can be
made in these areas, improved policies and can be made to establish a virtuous
cycle in human development and education. This can be further accomplished by
improving research and skilling opportunities, juxtaposing education with
employment, and by preparing India’s workforce to confront the rigour of the

global economy.
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3. GrossNationallncome(GNI)perCapita FeaturesAnd
Problemsof
Indian

TheGrossNationallncome(GNI)percapita,whichrepresentstheaveragewealth of a Economy
nation's population, is one of the primary economic indicators used in HDI
computations.Sincethen,industrialization,economicliberalization,andexpansion in
the technology and services industries have all contributed to India's steadily
increasing GNI per capita. With a thriving middle class and rising income levels,
Indiahasemergedastheworld'sfifthlargesteconomy.Butincomeinequalityisa leading
problem today, with wealth stacked in just a small percentage of the population.
Indeed, if you look at your big urban centers like Delhi, Mumbai, and Bengaluru,
a wholeclass of people are flourishing with high-income jobs, while rural people

still face rampant poverty, underemployment, and low wages.
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Figurel.5:GrossNationallncome(GNI)perCapita

The informal sector employment that is a large part of India’s workforce isoften
insecure,withoutsocialbenefitsorfairwages.Severalgovernmentinitiativeslike

MGNREGA,Skilllndia, andStart-up Indiaaimtoenhancejobopportunitiesand
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minimum income levels. The digital economy, e-commerce and the gig economy
are also remaking India’s income distribution. Inflation, slow wage growth and
unemployment are still challenges, especially for the young and women.
Sustainable economicgrowth and investment inSMEs areboth dependent factors
ofbetterstatus  oftheGNIPerCapitaand theEconomy. Someoftheotherfactors
thatcanboostincomeinIndiaincludeincreasedfinancialinclusionthroughdigital

bankingandaccessto credit,promotingentrepreneurship,andinnovationinhigh-
growth sectors such as technology and renewable energy. Also, narrowing down
the rural-urban economic gap by prioritizing investments in agriculture and rural
development policies would be indispensable in realizing inclusive economic

growth.

4. India’sOverallHDIPerformanceandChallenges:Forallitsgains, lifeinlndia
remainsquitefarbehindthelivesofpeopleindevelopingcountriesLikewise,India  had
made substantial progress in health, education and the reduction of extreme
poverty, but had not made the same improvements in terms of human life as the
life of people in developing countries as a whole. Today, India stands at 130-140
inthepeckingorder,withascoreofaround0.645-andissecondonlytotheAfrican  giant
Nigeria in the category of medium human development sculpture in the world.
India has made significant progress in income, education, and health, and yet
there are enough obstacles in its way for more progress. Regional imbalances,
genderdisparitiesandsocialinjusticeremainseriousissues. Therearesignificant
regionaldifferencesinHDIindicatorsbetweenstateslikeKeralaandTamilNadu,
whichareperformingsignificantlybetterthanstateslikeBiharandUttarPradesh.  This
indicates the necessity for region-specific strategies. The COVID-19 pandemic
revealed more vulnerabilitiesin health care and employment, thrusting millions
into poverty while upending education. Long-term risks to human
developmentfromclimatechangeandenvironmentaldegradationarealsoserious,

including to agriculture, water availability, and public health.
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involvingexpandedinvestmentineducation,healthcare,socialsecurity,aswellas

sustainable development. Long-term progress also depends on strengthening
governance, reducing corruption, and ensuring that policies are implemented
effectively. With targeted policy reforms, inclusive economic growth and
mastering social infrastructure, India can be a high human development country.
Thus, sustained efforts towards breaking the barriers ofsocial conflict, raising the
education levels, reducing poverty; along with harnessing the demographic
dividendwouldaidIndiainmovingontohigherHDIscoresandensuringabetter quality

of life for its people.

1.2.1MajorEconomicProblems

MajorEconomicProblemsof India

ThereareseveralchroniceconomicproblemsthatIndiastruggleswith,preventing it
from achieving sustainable and inclusive development. None of these problems
would lend themselves to a single, big bang policy measure to solve them but
there’satleastfour,possiblyeightorninethathavetobedealtwithinthenext6- 12

months including poverty, unemployment, inflation and income inequality.

Poverty(Types,Causes,Measures)

Despite the economic growth, poverty continues tobe a prominent challenge for
India. Poverty may be classified into absolute and relative poverty, whereby
absolute describes extreme deprivation of basic needs suchas adequate nutrition,
clothing and healthcare, and relative poverty refers to the general population’s
living in relative economic deprivation. Other important distinctions include rural
poverty, urban poverty and seasonal poverty. However, the main reasons for
poverty are population explosion, unemployment, illiteracy, poor health care,
distributionof wealth, etc. Moreover, the issuchas been exacerbated historically
by colonial exploitation and caste-based discrimination. Poverty, particularly in

rural areas, is brought on by low productivity, reliance on agriculture, and
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inadequate infrastructure. Government initiatives also include the Public
Distribution System (PDS) for food security and the Mahatma Gandhi National
Rural Employment Guarantee Act (MGNREGA), which offers jobs to rural
communities. Mantri Pradhan Direct Benefit Transfers (DBT) and Jan Dhan
Yojana (PMJDY) are two examples of financial inclusion programs that aim to
assist the impoverished community financially. Long-term methods for reducing
poverty include structural changes, policies for the development of sustainable

education and skills, and policies for rural development.

1.2.2Unemployment(Types,Causes,Measures)

Unemployment % become a crucial economic problem in India, impacting
millions. TypesofUnderemployments—Underemploymenttakestheformofopen

underemployment when there are people who are looking for jobs but remain
unemployed, disguised underemployment when more people are involved in
activitiesthanrequired(asseeninagrariansocieties)etc.Seasonalunemployment is
common among people who relyon agriculture, as they have no work except
during crop seasons. Structural unemployment is caused by a mismatch between
workers' skills and the demands of the industry, andfrictional unemployment is
when people are moving between jobs. The major causes of unemployment are
population explosion, lack ofindustrialization, lack of vocational training, slow
economic growth, and the replacement of traditional jobs by automation. Without
adequate development in the industrial sector,the transformation to services has
worsened the problem. Measures to address unemployment include MGNREGA
that provides 100 days of wage employment to rural workersand the Skill India
Missionforimprovingemployabilitythroughskilldevelopment. TheStartupIndia and
Make in India initiatives are designed to increase enterprise and industrial
employment. Employment generation also warrants reforms in the education
sector,promotionoflabor-intensiveindustriesandincentivesformicro,smalland

medium enterprises (MSMEs).
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1 .2.3Inflation(Causes,Effects,ControlMeasures)

Another significant challenge for India is inflation, theincrease in price levels
in the economy over time. The demand-pull factors, or increased consumer
demand exceeding supply, and cost-push factors, which is an increase in
production costs from higher wages or material prices, are largely to blame.
Inflation is also aggravated by supply chaindisruptions, fiscal deficits, excess
moneysupply,andvariationsinglobalcrudeoilprices.Inflationhasafewvery

damaging consequences in the economy. It eats away at purchasingpower,
hitting lower-income bracketshardest. Escalating costs of basic commodities
and services elevate the cost of living and spark social-economic distress.
Inflation also erodes savings, discouragesinvestment, and creates uncertainty in
the economy. Inflation is controlled through a variety of mechanisms by the
government and Reserve Bank ofIndia (RBI).But this contraction in supply of
moneyvitiatesthereporatesandfreezesfundsavailabilityinthecreditmarkets, thus
taming inflation pressures. The control of inflation is very much managed by
fiscal policies which also incorporates subsidy rationalization and attaining and
maintaining fiscal deficit control. Strengthening the supply chain, raising farm
productivity and developing better pricing mechanisms are also crucial to tame

inflation in India.

1 .2.4Incomelnequality(Causes,Effects,Measures)

Income inequality is one of the most enduring, complex and troubling
socioeconomic issues that India is facing today. @is true that India has been
enjoying an impressive pace of economic growth and has made significant strides
inthereductionofpovertythroughaperiodofeconomicliberalizationafter1991, but
that does not mean thespoils ofthis process arein any way evenly distributed
across different social groups. This growing disparity between the affluent and
disadvantagedpopulationsthreatenssocialcohesionwhilepotentiallyundermining

sustainable development objectives.
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Understanding themultidimensional natureofincomeinequality in India requires
careful examination of its historical context, structural causes, multifaceted

consequences, and potential remedial measures.

HistoricalEvolutionofIncomelnequalityinIndia

Theoriginsofcurrentincomeinequalityinlndia gobacktothepre-independence
period,inwhichsocialstratificationwaslargelyenabledthroughcastehierarchies
andcolonialeconomicpolicies. TheBritishgovernmentimplementedlandrevenue
systems which significantly altered traditional agrarian relations, and brought a
number of cultivators in to the status of tenants, and others into the zamindar and
landlord classes. This re-consolidation of landownership privileged the few and
created the bases for economic privilege for centuries past independence. The
economicplanningafterindependence,underJawaharlalNehru,wasbasedonthe idea
of a mixed economy which included state intervention, with an emphasis on
development being balanced, rather than focusing on those sectors that were
expected to be profitable. The initial Five-Year Plans (FYPs) focused on a rapid
buildup of heavy industry and the development of an agricultural economy in
which the government set purchase prices for crops and food. Yet, in the end,
rhetoricalpromisestothesocialistideal(ofequality)wereonething;actualresults were
many times more beneficial to the urban industrial classes than the rural of the
nation thus creating regional imbalance that still shapes the dynamics of
inequality. The policies of economic liberalisation launched in 1991, transformed
the landscape of inequality in India. Trade barriers were eased, restrictions on
foreign investment were relaxed and so too were state control over planning.
Althoughthesereformsdidgeneratehighratesofeconomicgrowthandgrowthof
themiddleclass,theyalsoincreasedincomeinequalitybyfosteringunevensectoral
development. Thel Tandservicessectorsboomedbutagricultureandconventional
industry struggled -- leading to varied economic fortunes for workers across

sectors.
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Wealthconcentrationamongtheeconomicelitein  Indiahasbeenpickinguppace in
recent decades. The richest 1 per cent of Indians owned more than 40 per cent of
the country’s wealth and the poorest 50 per cent owned 2.8 per cent of the
country’swealth,Oxfam said. This deepening process is occurring everywhereas
partoftheglobalcapitalaccumulation.But,India,inthemidstofitsowndramatic
transformation, it is markedly intense. @ese patterns were further amplified as a
resultoftheCOVID-19pandemic,withthemostdisadvantagedpopulationgroups
experiencing higher economic fragility, and many wealthy individuals

experiencing rapid and substantial wealth accumulation during recovery phases.
StructuralCausesofIncomelnequality

Educational disparities ﬁay an important role in income inequality and operate
through several inter-related pathways. The standard of education remains very
unequalandthereisawidegapbetweeneducationalfacilitiesandopportunitiesin

thecitiesandthecountryside. Topprivateschoolsaffordworld-classinstructionto only
the children of the wealthy, while state schools in poor neighborhoods often
suffer from poor facilities, teacher shortages and obsolescent curriculums. This
education differential carries directly over into employment opportunities, and
higher education is becoming more a prerequisite to adequately remunerated jobs
in growth industries. There are also literacy rates to consider in mapping the
relationship of education and inequality. Although the average literacy rate has
improved to around 74% nationally, there is extreme variation within and across
states and communities.Theliteracy ratein Keralais closeto 100 percent, and in
Bihar it is less than 70 per cent. Urban-rural differences are also apparent, with
rural literacy rates generally being 15-20 percentage points lower than urban
literacyrates.Sucheducationdisparitieslaythegroundworkforincomeinequality by
defining which groups of the population are able to seize new economic

opportunities.

44

FeaturesAnd
Problemsof
Indian
Economy




Indian
Economy
& Policy

Differencesinaccesstohealthcarealsocontributetoeconomicinequalitythrough
various intermediary channels. Poor healthcare access in underprivileged
populations results in greater disease load, higher medical costs and lower
productivity. Rural areas are particularly underserved in terms of healthcare, with
around 70 per cent of doctors working in Indian cities while about 65 per cent of
the population live in rural areas. This geographical inequity means that rural
dwellers must either travel long distances to receive health care or call on lower-
status providers, which results in unjust health-related economic costs that most
affluent city dwellers escape. Out-of-pocket spending is particularly severe for
low-income households, leading to catastrophic expenditure and perpetuating
poverty across generations. According to reports, medical costs are the biggest
reasons for impoverishment for nearly 55 million/5.5 crores people in the country
every year and healthcare costs push around 38 million people below the poverty
line. Such health-poverty traps are highly efficient inequality-generating devices
that transfer financial insecurity from one generation to another, whereas the
affluentcontinuetheiruninterruptedfinancialtrajectorythankstoprivateinsurance

schemes and high-quality care.

The distribution of work has changed greatly in India, transforming its inequality
terrain. There has been a "problematic" structural transformation in the post-
liberalizationeconomywithdwindlingagriculturalemploymentandlittleincrease
inmanufacturingjobs.InsharpcontrasttotheEastAsianmodelofindustrialisation
wheremanufacturinghasabsorbedsurplusfarmlabour,Indiahadaprematureshift to an
urbanised-based service-oriented economy. This change in layout augments
returnstoeducationforskilledworkersandtheeducationpremiumatbasiclevels, thus
income inequalities across skill levels and regional areas are exacerbated. Another
important  inequality = mechanism  relates to the  formal-informal
employmentsplit. Around90%ofIndia’sworkforceisemployedinitsunorganised
workforce,whichismarkedbylackofsocialprotection,wageinstabilityandpoor

regulatory oversight. These workers face substantial economic vulnerability
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through seasonal employment patterns, absence of contractual protections, and
exclusion from retirement benefits. Meanwhile, workers in the formal sector are
public sector workers and those employed by large private businesses, are more
likely to have job security, regular wage increases andbenefits including health
care,leadingtodifferent ~ economicopportunitiesforworkersoneitherside  ofthis
divide.Urbanisation trendsnotwithstanding,patternsoflandallocationstill ~ shape
contemporaryinequality.Landholdingis,however,heavilyconcentratedandabout 5%
agricultural households in villages hold nearly 32 hectares of cultivable land, with
70% of rural households having less than one hectare. Such differences influence
farm income opportunities and indirectly influence access to credit, investment
potential, and the intergenerational transmission of wealth. Legacy issues of land
continue to haunt (especially SCs and STs) households, which generally have
smaller and non-productive land compared to households of the general category.
Skill premia have been heightened by advances in technology and their gainful
application at the expense of some more conventional lines of employment.High-
skilledworkersbenefitfromdigitaltechnologiesfromthewin-
doorsproductivityandthebroaderoptionsmadeavailabletothem—andpotentially
atthelossofdemandfortheirroutinemanualandcognitivetasks. Thisskill-based
technicalchangewidenedthewagegapbetweeneducationalcategories,ascollege-
educated workers with technical background experienced soaring earnings, while
lesseducatedworkerssawflatordecliningwages.Addtothatthe““digitaldivide,”  but
now this means of measuring inequality extends beyond historic socio- economic
measures. Another entrenched dimension of inequality is the regional
economicinequality,withsignificantvariationinthelevelofdevelopmentbetween
states. Advanced states such as Maharashtra, Gujarat, and Tamil Nadu get
extralegal amounts of investment, industrial development, and skilled labour
migration,whereasbackwardstatessuchasBihar,UttarPradesh,andOdishasuffer
from paucityofinfrastructure,lowereducational attainments, andsmall industrial

bases. These regional inequalities manifest through per capita income differences
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exceeding 300% between the richest and poorest states, creating divergent

opportunity landscapes for citizens based on geographic location.
MultidimensionalConsequencesofIncomelnequality

Economicfalloutfromongoinginequalityisnotjustchallengingforindividuals;it
alsohasbroadersystemicramifications. Thedemandeffectisverysignificantand
systematic at the macro level since if society is inequitable, the rich who have a
lower marginal consumption do not consume enough to create the demand level
enjoyedunder an equitablesociety.Thisreduced demandisarestrainttogrowing
businesses,especiallyforproductsandservicesformassmarketsandcouldstymie  job
creation and economic diversification. Economic insecurity is also a positive
function of inequality; concentrated wealth generates bubbles from speculative
investmentandlimitedconsumptionbythepoormakeseconomiesmorevulnerable  to
economic shocks. "mere are multiple pathways through which excessive
inequality creates obstacles to the sustainability of growth. Underinvestment in
human capital arises if talented i%ividuals from poor families are denied the
opportunity to have an education commensurate with their ability, thus reducing
thepaceofinnovationandproductivitygrowth.Misallocationofresources canbe
caused by money going into speculative rather than productive uses, and growth
can be undermined by social tensions induced by widening inequality that inhibit
long-term investment planning. Theseprocesses go some way towards explaining
whatischaracterisedasIndia’s“growth-inequalityparadox,”withheadlinegrowth
rates that look little short of miraculous even as poverty and low social mobility
areprevalent.Socialimplicationsmaterialiseinlimitedmobilityoptions,disrupted
community connectivity and weakening trust in institutions. Life trajectories are
increasingly determined by educational stratification, and elite educational
institutions are inequality transmission belts whose competitive entrance
procedures favour children from privileged backgrounds who have access to

private tuition, study of English, and enrichment programmes at school.
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Thiseducationalsortingcreatesdistinctmobilitypathwaysbasedlargelyonfamily

circumstances rather than individual merit.

Thepoliticalimplicationsarethatwealthistranslatedintogreaterpolicyinfluence,

while the poor are politically less effective. The dynamics are reflected in the
pattern of campaign finance, in which business groups heavily fund elections that
in turn may inform regulatory and economic-policy decisions. Such asymmetries
of influence can lead to policy regimes that are biased in favour of the protection
of wealth maintenance at the expense of redistribution, even where democratic
institutionalarrangementswouldappeartofavourmajoritarianinterestsin theory.
Diminished confidence in fairness in institutions is logically also the corollary
outcome of perceived economic injustice, and could similarly weaken democratic

legitimacy among marginalized groups.

PURPOSE: Health outcomes are both markers and reinforcers of inequality by
variouspathways.Studiesshowverystrongrelationshipsbetweenincomeandsuch
critical health measures as life expectancy, infant mortality and chronic disease
rates. Thesehealthdisparitiesstretchbacktoinfancy,aspoornutritioninpregnant, low-
income mothers affects children’s cognitive development and future earning
potential. Withage,theincomegradientgrowsinhealthcarequality,nutrition,and
environmental quality, which contribute to the widening of health disparities and
to the transmission of disadvantage across generations via the economic
productivity pathway. Physical security risks rise with inequality growth: as
economicdespairandfeelingsofinjusticemayincitepropertycrimesandprotests.
Communitieswithstarkdivisionsofwealthoften seean increase in bothproperty
andpersonalcrime,includingtheft,robbery,andassault-thesamecrimesthatare
moreconcentratedinareaswherethereareclearlywealthyindividualslivingnext to
abject poverty. These risks imposesupplementary economic costs: the expense
ofprivatesecurity,decreasedtradeindetrimentallyaffectedareasandthepsychic

trauma which further lowers the quality of life for the entire community.
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Psychological effects are health anxiety, reduced subjective well-being and
cognitive load from financial insecurity. There is growing evidence that people's
position within economic hierarchies influences psychological wellbeing beyond
the effects of their absolute material circumstances, with inequality intensifying
status competition and the stress this brings. These psychological dynamics may
accountforwhyaveragesubjectivewellbeinglevelsmayincreasewitheconomic

growthnotataone-to-onerateinhighlyunequalsocietiesasmaterialadvancement  can

be offset by status anxiety and relative social comparisons.
GovernmentPolicyResponsestoIncomelnequality

Taxes are the main tool for organizing income distribution through both raising
revenue and distributive effects. %ia has a progressive tax structure but it does
faceproblemsinitsoperation. Taxisprogressivewithratesincreasingbetween5% and
30% as the income of the individual increases and one of the end results is wealth
is taken from richer parts of the community and given to poorer ones. But
numerous exemptions, deductions and enforcement complications let much ofthe
air out of the sails of the revenue and distributive effect. This non-taxation of
farming income is a second-best in favour of rich farmers in particular and a
reduction in the general level of progressivity. Business taxes are also used for
redistribution, but their implementation may be problematic. Official business tax
rates range from 30-35%, however real Qes are much lower due to many
incentives and exemptions which have been designed to attract investment and
industrial activity. They are also revenues that do not come to give you money to
finance Social programs, and the struggle against redistribution and extreme
inequality, reducing the fiscl firepower that one has to serve one hand, and the

other.

Welfareprogramsformanothercrucialpolicyresponsetoinequalitythroughdirect
assistanceto  disadvantagedpopulations. ThePublicDistributionSystemprovides

subsidized food grains to approximately 800 million Indians, improving
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nutritional security while reducing expenditure burdens for low-income
households.Nevertheless,barrierstoimplementationincludingleakage,exclusion
errors and quality issues can restrict the effectiveness of programs despite
significant public expenditure. Like other delivery constraints, coordination
failures are also prevalent in other welfare programs and necessitate repeated
reforms to increasethe precision oftargeting and the efficiency ofadministration.
Public employment provisions in employment guarantee programs directly
intervenewithincomeinsecurity. TheMGNREGA,whichmakes100daysofwork per
year a legal right of all rural households, not only sets a floor on incomes but also
builds rural assets. It covers the income of some 50 million families a year,
bringingthemessentialstability,whilepromotingwomenwithprovisionsforequal
payandquotasforparticipation.Yet,programmaticrestrictions,suchaslatewages
payments, misappropriation, and ineffective seasonal demand-side constraint the
program’s potential to reduce caapita inequalities. Housing aid policies approach
the security of shelter while possibly being able to enable the accumulation of an
asset by less-privileged populations. ThePradhan Mantri Awas YojanaorthePM
Awas Yojana intends to ensure that every citizen has a roof above his head at
affordableratesbyofferinginterestsubsidies,slumrehabilitationandconstruction ~ of
houses at affordable rates. This program has to date provided about 10 million
completed houses, with a much improved state of living for beneficiary
households. Yet housing deficits are strong, and affordability problems are
particularly severein urban areas whereeconomic opportunities areconcentrated,
resulting in spatial imbalances between dwelling accessibility and labor market

potential.

Education projects address Core Inequality Drivers through access and quality
expansion. The Right to Education Act makes free and compulsory education for
all children aged 6-14 as a fundamental right, and scholarship schemes, like the
Pre-MatricandPost-MatricScholarshipsareinplacetohelpchildrenfromweaker

sections of society. These educational investments theoretically enhance social

mobility while reducing skill premiums that drive wage inequality.
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PrivateSectorandCivilSocietyContributions: @rporate social responsibility
projects are also reflecting the issues of inequality more and more with
interventions in education, healthcare and skills development. Thanks to the
mandatory requirement of Indian corporate law, businesses reaching a defined
level of profit must spend 2% of their average net profit on their CSR spend,
enablingabout15,000croreeveryyearonsocialdevelopment. Theytendtofocus ~ on
localities near to where a company operates, which may decrease local inequality
and enhance company-community relations. But CSR activities often placegreater
emphasisonvisibilitythansystemicimpact,meaning doubts remain over their
implications for systemic inequality even if they have a positive impact in
particular localities. Social entrepreneurship models target inequities with
innovative business solutions that servethe underserved. Institutions likeAravind
Eye Care and Goonj ¢ business models that are sustainable and meet social
needsyetprovideenoughreturnstoensurethattheoperationssurvive.Suchhybrid
organizations are often better able to reach marginalized populations than stand-
alone government programs yet are more financially self-sufficient than a donor-
funded program. Yet, the scale challenge exists for the vast majority of social
enterprises, making it hard for them to have a systemic impact no matter how
interesting their models. The growing role of philanthropy Philanthropic
foundations are gaining influence on inequality responses through strategic
philanthropy and system change. Indian philanthropy Kurien observes, Indian
rity has moved away from a traditional philanthropy model toward more
strategic interventions that target causes of problems instead of the symptoms.
Advocating for policy reforms that may address drivers of structural inequality
include programs on quality of education, access to healthcare, livelihood
development by organizations like the Azim Premji Foundation and Tata Trusts.
Thesephilanthropicinvestmentscomplementgovernmentaleffortsandfrequently

exemplify novel approaches that can also influence larger policy design.
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RegionalandInternationalContext

Comparison with neighbouring nations helps put perspective on India’s problems
of inequality. Pakistan exhibits somewhat lesser measured inequality yet shares
similar structural challenges for educational gaps, rural a rural divide and weak
social protection systems. Bangladesh's performance in social indicators is
mirrored in its lower per capita income, and yet the country has made significant
progress in female literacy, as well as reduction of gender gap with increase in
access to microcredit. These comparisons across the regions indicate possibilities
for policy transfer and identify common historical and cultural influences on
inequalitypatternsthatpervadeSouthAsia.Globalizationinfluencesinequalityby
various channels that generate conflicting effects which have to be steered
cautiously. Its door-opening has produced significant economic growth, but also
the possibility of increased wage differentials between the sectors that are
internationally competitive and those that are not. It is also possible that foreign
directinvestmentcreatesjobsbutmayincreasetheregionalgapbybecomingmore
geographicallyfocusedonalready-privilegedregions.Capitalmobilityalsooffers
more policy constraints by leading to the less possibilities of tax because of tax
competition that could lessen the ability of redistribution. These effects of
globalizationcallforanuancedpolicyresponsethatusesthebenefitsofeconomic
integration while minimizing the risks ofinequality. Migration across borders has
implications for domestic inequality through both remittance flows and the spill
over effects of skills and labour trapped abroad (e.g., through remittance flows,
back homeownership, and better opportunities in the host country). An estimated
18millionnon-resusivefundsofmorethan80billiondollarseachintransferflow
annually to India, key sources of income for many families and contribute to
povertyreductioninthoseregionsthatreceivethefunds. Thechancetomigrateis
notequallydistributedacrosspopulationstrata,andeducated,urbanandnetworked

people have more global opportunities for movement than do the marginalised.
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Cross-national economic embeddedness is both an opportunity and a restriction
regarding inequality reduction initiatives. Through internationalisation of
production networks, industrial development is achieved, together with
employment gain but at the same time domestic labour markets are exposed to
global competition, which can have downward effects on wage rates in particular
sectors. Likewise, capital market integration both expands investment prospects
andlimitsmacroeconomicpolicyautonomybymaking investmentmoresensitive to
investor confidence. Negotiating these integration effects requires thoughtful
policy design allowing us to benefit from global engagement while safeguarding
against runaway increases in inequality. International development cooperation
brings resources and technical knowledge to aid in the process of reducing
inequality. Multilateral bodies &h as the World Bank and Asian Development
Bank finance poverty-reduction programs and provide technical assistance in
policy development and implementation. Likewise, developed bilateral
partnershipsassistintheimplementationofspecificinterventionsforhealthequity,

education and infrastructure developments in disadvantaged areas.

FuturePolicyDirectionsforInequalityReduction: Educational change, more
than anything, is probably what is most essential for a lasting reduction of
inequality. Government schools need a comprehensive overhaul of systems
regarding teacher accountability, pedagogy and infrastructure development for
quality improvement to happen. The expansion of digital education may reduce
urban-ruralqualitygaps,andtherevitalizationofvocationaltrainingwouldprovide

alternativestothetraditionalacademictrack.Reformsinhealthsystemsalsotackle  the
underlying drivers of basic inequality by enhancing preventive care, investing in
public health, and financial protection facilities. Healthcare system reforms
similarly address fundamental inequality drivers through preventive care

expansion, public health investment, and financial protection mechanisms.
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The Ayushman Bharat program is indeed a major stride forward, by ensuring that
up to 500 million of the country’s most distressed patients have health insurance
cover; and yet as a program absolutely dependant on parallel investments in both
public healthcare infrastructure and in skills upgradation of healthcare workers to
beabletodelivereffectivehealthcare.Universalhealthcoveragewouldsharplycut poor
peoples’ catastrophic health expenditures, which are a driver of inter-
generationalpoverty,andmightevenincreasetheproductivityoftheworkforceby
providing better health for the population. Any labour market reform should be a
compromisebetween protecting workers and creating jobs. Reinforced laborlaws
toprotectthevulnerablesworkingintheinformalsectorcanenhancetheeconomic
securityoflessprivilegedworkers,andalongwithskilldevelopmentprogrammes can
provide workers with the flexibility to adapt to new technological demands.
Increases in the minimum wage directly raise income floors, but should be
cautiouslyintroducedinordertoavoidjoblossinlabor-intensivesectors.Itisthese
typesoflabormarketinterventionsthatcanreduceinequalitywhilepreservingthe
economic dynamism required to power progress in development more generally.
Micro,smallandmediumenterprisedevelopmentpromotesinclusivenessthrough
entrepreneurship development and labor absorption in sectors with high labor
absorptivecapacity. WideningaccesstocreditforexamplethroughMUDR Atype
lendingandotherinitiativescanalsofacilitatebusinesscreationamonghistorically
excluded groups as well as technological support for small firms which could in
turn improve productivity and their competitiveness. Integration programs of the
supply chain with MSMEs and larger enterprise can develop sustainable growth
trajectories for smaller businesses and also enhance the resilience of the economy
asawhole,bymeansofadiverseproductionnetwork.Landreformimplementation
addresses fundamental asset inequality driving income disparities. While
comprehensive land redistribution faces political challenges, incremental
approaches including title regularization for informal settlements, common
property resource protection, and tenancy reforms can meaningfully improve

economic security for disadvantaged rural populations.
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Democratisation of the financial system should be more than just owning an
account; it should be meaningful inclusion that provides access to suitable credit
products,insuranceservicesandinvestmentoptionsforallsectionsofthesociety.  The
potential of DFS to mitigate the constraints of physical infrastructure and the
importance of financial literacy programs among the disadvantaged to exploit the
available services are two promising paths to be explored. Regulatory measures
such as tiered banking licenses for the underserved areas can extend financial
inclusion to the maximum as well as preserve system soundness to ensure that
financial access can be sustainable for development. Another important direction
of response from the perspective of reducing inequality is strengthening social
protection. Moving from piecemeal schemes to more inclusive cover/age would
lower vulnerability holes left open for economic shocks to take advantage of, and
mobility would be facilitated through portability of benefits in response to more
fluid populations engaged in fluctuating labour markets. Universal basic income,
as a possible long-term direction, creates income floors regardless of whether or
notpeoplehavejobs,althoughitsrealizationwilldependonthechallengesoffiscal

sustainability and targeting difficulties in practice before it could become a

widespread policy.

55




SELF-ASSESSMENTQUESTIONS
FeaturesAnd

Problemsof
Indian

MCQS: Economy
. WhichofthefollowingisakeyfeatureoftheIndianEconomy?
a. Primarilyanindustrial economy.
b. Dominanceof theservicesector.
¢. Minimalgovernmentintervention.

d. Uniformincomedistribution.
. Indiaisconsideredadevelopingeconomyprimarilydueto:

a. Highpercapita income.
b. Highlevelsofindustrialization.
¢. Lowlevelsothumandevelopment.

d. Stablepoliticalenvironment.
. TheHumanDevelopmentIndex(HDI) measures:

a. Economicgrowthonly.
b. Socialandeconomic development.
c. Environmentalsustainability.

d. Stockmarketperformance.
. WhichofthefollowingisamajorcauseofpovertyinIndia?

a. Highlevelsofeducation.
b. Equitabledistribution ofwealth.
c. Lackof accesstoresourcesandopportunities.

d. Lowpopulationdensity.

. Unemploymentthatoccursduetoamismatchbetweenjobseekers' skills

and available jobs is called:

a. Frictionalunemployment.
b. Cyclicalunemployment.

c. Structuralunemployment.
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d. Seasonalunemployment.
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indianEc 6. Howdoesinflationgenerallyaffecteconomicgrowth?
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Policy

a. Italwaysstimulates growth.
b. Itcanhindergrowthbycreatinguncertainty.
c. Ithasnoeffecton growth.

d. Italwaysdecreases unemployment.

7. Which typeofinflationis characterized by a rapid and excessiveincrease in

prices?

a. Creepinginflation.
b. Walkinginflation.

c. Galloping inflation.
d. Deflation.

8. Incomeinequalityprimarilyimpactstheeconomyby:

a. Increasingoverall savings.
b. Reducingsocialcohesionandeconomic stability.
c. Promotingequalaccesstoresources.

d. Enhancingtheefficiencyofmarket mechanisms.

9. India’s demographic structure, with a large youth population, influences

its economy by:

a. Guaranteeingalargeskilledlaborforcewithnotraining.
b. Creatingademographic dividendifproperlyutilized.
c. Automaticallyincreasingthesavings rate.

d. Decreasingthencedforinfrastructuredevelopment.

10. Which of the following is a majorchallenge faced by the Indian economy

today?

Overabundanceofskilledlabor.

a.
b. Extremelylow inflation.

o

Highlevelsofpovertyand unemployment.

&

Excessivelystablepolitical conditions.

58




ShortQuestions:

1.  WhatarethekeyfeaturesoftheIndianEconomy?

2.  Whyislndiaconsidered adevelopingeconomy?

3.  WhatistheHumanDevelopmentIndex (HDI)?

4. Whatarethemajor causesof povertyin India?

5. Defineunemployment anditstypes.

6. Howdoesinflationaffecteconomic growth?

7.  Whatarethedifferenttypesofinflation?

8. Whatisincomeinequality,andhowdoesitimpacttheeconomy?
9. HowdoesIndia’sdemographicstructureinfluenceitseconomy?

10. Whatarethemajorchallengesfacedbythe Indianeconomytoday?

LongQuestions:

1. Explainthefeaturesofthelndian economyandits significance.

2. Discuss the demographic features of India and their impact on

economicgrowth.

3. Analyzethecauses,effects,andmeasurestotacklepovertyinlndia.

4. Explaindifferenttypesofunemploymentandsuggestmeasurestoreduceit.
5. WhatarethecausesandconsequencesofinflationinIndia?

6. Howdoesincomeinequalityaffectthe economicdevelopmentofindia?
7. DiscusstheroleofHDIinmeasuringlndia’sdevelopment.

8. Whatstepscanthegovernmenttaketocontrol inflation?

9. Howcan Indiatransitionfromadevelopingtoadevelopedeconomy?
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Glossary

Term

Definition

Mixed Economy

Economicsystemcombiningfeaturesofcapitalismand
socialism.

Economicbenefitarisingfromagrowingworking-age

DemographicDividend population.

ServiceSector Sectoroftheeconomythat providesservices(e.g.,IT, banking)
rather than goods.

InformalSector Employment sectorlacking legalandsocialprotections.

Urbanization Shiftofpopulationfromruralto urbanareas.

GreenRevolution Agriculturaltransformationthroughtechnologyandhigh- yield
crops.

. . . Providingallindividualswithaccesstousefuland affordable
Financiallnclusion

financial services.

ForeignDirectInvestment
(FDI)

Investmentfromonecountryintobusinessinterestsin another.

SustainableDevelopment
Goals (SDGs)

UNglobalgoalstoensuresustainabledevelopmentby 2030.

DigitalEconomy

Economicactivitiesthatusedigitaltechnologies.




Summary

ThismoduleexploresthestructuralfeaturesandchallengesoftheIndianeconomy. It

highlights India’s mixed economy model, the shift from agriculture to services, and the
demographic potential of its young population. Challenges like urban congestion, rural
poverty,andinformalemploymentarediscussed. Theimportanceoffinancialanddigital

reforms, industrial initiatives like Make in India,and effortsto meet SDGsisemphasized. The
modulealso discussesIndia'sevolvingstatusasadevelopingeconomyandtheroleof demographic
trends in shaping economic prospects.




MCQ-Answers

1.

¥ ® N kA BN

(b) Dominanceoftheservicesector.
(c)Lowlevelsofhumandevelopment.
(b)Socialandeconomic development.
(c)Lackofaccessto resourcesandopportunities.

(¢) Structuralunemployment.

(b) Itcanhindergrowthbycreating uncertainty.
(c)Gallopinginflation.
(b)Reducingsocialcohesionandeconomic stability.

(b)Creatingademographicdividendifproperlyutilized.

10. (c)High levelsofpovertyandunemployment.




MODULEII

ISSUESINAGRICULTUREANDINDUSTRY

Structure

Unit3

Landreforms,GreenRevolution,Agriculturemarketingin
India

Unit4  AgriculturalpricepolicylndustrialandServiceSector,
Industrial
development
UnitS  Micro, Small and Medium Enterprises, Industrial Policy
Unit6  Performanceofpublicsectorinlndia,Servicesectorin
India
Unit7  Planning,Mixed Economy
Unit§  BombayPlan,GandhianModel,NehruMahalanobis Model
Unit9  Objectivesandachievementsofeconomicplanningin India
OBJECTIVES

Afterreadingthischapter,learnerswillbeableto:

¢ Understandtheconcept,significance,andimpactoflandreformsin India.

¢ AnalyzetheGreenRevolutionanditseffectsonagriculturalproductivity and

cconomy.

¢ Examinethestructure,challenges,andimprovementsinagricultural

marketing in India.

« Evaluatetheagriculturalpricepolicyanditsroleinensuringfairpricing and

farmer welfare.
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issuesihm  LAND  REFORMS , GREEN REVOLUTION,
Agriculture

andindusty ~ AGRICULTUREMARKETINGININDIA

LANDREFORMSININDIA

Land reforms in India refers to various plans to improve or reform land
ownership and its distribution. Land reforms on the basis of equity, efficiency,
zamindarisystem thatwasbeing exploited,distributingsurpluslandtolandless and
modernisation of agriculture. Pre-Independence, the agrarian structure
consisted of feudal hierarchies where only a lower portion of the society would
own land leading to great economic inequalities and a distress in the rural
agricultural economy. 1 Theland revenuesystems set up inBritish colonial era
Zamindari,Ryotwariand Mahalwarisystemscameinbetween, theexploitation of

landlord and tenant that precipitates the process of pauperization of farmer.

Figure2.1:LandReformsInIndia

However,afterindependence, the Indian state realized that this gap was oneof
the most pressing challenges before it and md not only bring about rural
development and productivity increase but is the key factor to economic self-
sufficiency LIVE POST. India had witnessed various phases of land reforms

abolitionofintermediaries,tenancyreforms,landceilings,andconsolidationof
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land for improving agricultural efficiency. Initially the focus was on breaking

the monopoly of landlords, followed bymodernization and
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technological interventions in agriculture. gwever, even with these policy
interventions, the implementation was uneven across states, and challenges like
political resistance, bureaucratic inefficiencies, and legal loopholes prevented the
completeachievementoflandreformgoals.Toanalysesthesuccessesandfailures

oflandreformsoverthedecades, thehistoricalcontextandrationalebehindthese are

important.
ThepostObjectivesofLandReformsinIndiaappearedfirstonAdda247.

InIndia,theobjectivesoflandreformswerenativetoagrarianjustice,productivity,

improved rural livelihood, and so on. The fundamental objectives were the
elimination of landlordism and rendering the actual tiller of the soil its proprietor
through the abolition of zamindari. This was necessary to provide tenants with
some measure of security of tenure, since in periods prior to the Act, inwhich the
landholding structures in pre-independence India alone allowed, they could be
evictedfairlyarbitrarily. Anothercrucialmattewastheimplementationoftenancy

reforms, which involved out regulating rent, transferring their proprietary right to
tenants and law contained the concentric of land i@the hands of a few landlords.
Introduced on land to check wasteful hoarding of land by landlord and squatters
and to make the economy more free from inequality and the farm labour and
resources more accessible to the rural poor. The reforms aimed at augmenting
agriculturaloutputbybringingaboutlarge-scaleconsolidationofland. Additional

objectives of land reforms included encouragement to rural development with a
more even distribution of resources, institutional credit accessibility, and
integration of land ownership and plans for agricultural growth. By 1970s and
1980s, land reforms targets had incorporated modernizing agriculture, extending
thescopeofcollectivefarming,andaligningwithbroadereconomicchangessuch as
Green Revolution. However, there existed pervasive challenges to the
implementation of the objectives again, political and in relation to the complex

social and legal context in which the policy was expected to function.
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IndianLandReformsSuccesses: ]%l there have also been major beggars,
especially when it comes to breaking feudal landownership structures and
providing land rights to millions of tenants and small farmers. One of its greatest
achievements was the elimination of the zamindari system which broke the nexus
betweenthestate,thezamindarsandthepeasantrybringingthepeasantrycloserto  the
state. The policy was instrumental in the modernization of agriculture with a
certain extent of alleviation of rural poverty. Reforms in tenancy laws in several
statesincreasedtenuresecurity,stimulatedsmallfarmerstoinvestmoreinfarming, and
enabled tenants to demand better terms from landlords. Some form of land
redistribution was possible, even with the varying success land ceiling laws were
enforced, only a small number of land owners could hold upto certain acres and
restwasleftforthemarginalones,meaningthatasmallfarmer/peoplecouldhave access
to @d they could call their own and become %rt of the agricultural production in
yet large numbers. Consolidation of land, minimisation of fragmentation of
holdings, increase in irrigation potential and role of capital intensive farm
machinery have been brought in through the land consolidation programmes, in
some States like Punjab, Haryana and parts of Uttar Pradesh, economies of scale.
The states that were carrying out active land reforms also benefited greatly, not
only in terms of improved literacy, less rural indebtedness, and more food
security. J Orgensenn/ Land reforms in India 127 Insum, the Iland
reformwererevolutionaryforthelndianlandscape:whiletheydidnotfullysatisfy ~ the
five goals, they shaped the agrarian structure of India with a more equal

distribution of land and prepared the ground for future agriculturall policy.
FailuresandFlawsinIndianLandReforms

Even with successes, however, land reforms in India encountered many
obstaclesandultimatelyfailedtomeettheirbroadersocio-economicgoals.This  led

to the exercise of political influence and bureaucratic inertias in
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implementing land reforms as it depended on the states and not on national
policies, which was one of the major failures. Alot of Landlords legally escaped
nationalization appeal of land ceilings laws by denationalizing lands to their
relative and replacing agricultureland with non-agricultureland. Implementation
was made difficult due to absence of title records and old practices of survey
leading the right to land by different claimants. In many instances land
redistribution schemes did not succeed because legal ownership documents were
notissuedinatimelymannertothenewlandowners,newlyresettledfarmerswere ~ not
financially supported and political meddling was rife. The reforms, in theory,
protectedtenants,butinpracticetenantswerestillatriskofevictionandcontinued
topayexorbitantrentsininformalarrangements.Landwasextremelyfragmented even
then despite the attempts at consolidation of holdings, so scope for
mechanizedfarmingonlargescalewaslimited.Moreover,thelackofintegration
oflandreformswithwiderprogrammersforruraldevelopmentledtotheirlimited
success in improving agricultural productivity and rural livelihoods. Absentee
landlordism and the commercialization ofagriculturelikewisetainted land reforms,
allowingfortheownershipoflargetractsoflandbycorporateentitiesandwealthy
individuals, subverting the concept of equitable land possession. Since recent
years,landreformsseemstohavebeenlessfocusedwithpolicyattentionmoving
towards industrialization and infrastructure development at the cost of small and
marginalfarmers. Thesefailingspointtotheinadequaciesofanarrowlyconceived
approach to land governance, emphasizing the need to embrace technological

innovations, adapt legal structures, and expand institutional mechanisms.

TheFutureofLandReformsinIndia: APossibilityofPolicySuggestions

Land reforms in India had a mixed track record, but theyneed to be revived to
resolvetheremainingagrarianproblems.Digitizationoflandrecordsishighonthe to-do
list of this local body considering for this will helps to address issues of resolving
land disputes, fraudulent transfers and transparency pertaining to ownership.

Strengthening the legal framework to close loopholes and abuses in
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land ceiling laws and tenancy regulations is also important, so that land does n o Issuesin

turn into a burden but rather aproductiveassetfor small farmers. g aﬁiﬁé’ﬂtﬁ

Encouragincooperative/sustainedfarmingpass,wherever h
smallassetsholdersbunc

resources and share framework, can help conquer land fragmentation challenges.

Landreformscanbeintegratedwithnewagriculturalpoliciestoensurethatthere

aresustainablefarming practices, agro-processing industries, and market linkages

that can contribute to improving rural livelihoods and food security.

Moreover, the key factors to ensure successful land reforms would be the
provisionoffinancialandinstitutionalsupporttosmallandmarginalfarmersinthe form
of access to credit, technology, and training programs, which would enable
themtoeffectivelyincreaseagriculturalproductivityontheredistributedland. The

importance of women's land rights also requires attention, as the potential of
women to boost impoverished households, by owning land, can affect the welfare
of children and impact rural growth inclusively for men and women. As
urbanizationand industrialization gain prominence, land reform policies in those
countries’/humansshouldreconciletheiragriculturalanddevelopmentneeds. They

should also ensure their land acquisition does not displace the vulnerable
communities without adequate compensation and rehabilitation planfor them.
Blockchain technology is revolutionizing digital land registries by preventing
inefficiency andcorruption while ensuring fair distribution of land, and artificial
intelligence is Qproving land use planning with better analysis of land suitability
basedongeography.Ashistoryhasshown,theeffectivenessofnewlandreforms ~ will
ultimately rest on active political will, transparency in governance, and
inclusiveness of farmers, civil sector organizations, and local communities in

decision-making processes in these areas.

GreenRevolution
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The Indian Green Revolution also translated into a fundamental change inthe
agricultural matrix of the country covering significant economic, social and

environmental transformation. Introduced in the 1960sto address food
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scarcity,therevolutionbroughthigh-yieldvariety(HY V)seeds,modernirrigation

techniques, and chemical fertilizers, dramatically boosting food production. The
Green Revolution was essential if not sufficient to ensure food grains self-
sufficiency in India, the lessons of its achievements and deficiencies continue to

inform and influence Indian agriculture.

Figure2.2:GreenRevolution

GreenRevolutioninIndiaanditsImpact

TheGreenRevolution'seffectsonIndianagricultureandsociety,bothpositiveand
negativetheimpactoftheGreenRevolutiononIndianagricultureandsocietywas
multifaceted. Its most significant result was a sharp increase in food grain output,
especially in wheat and rice, which reduced India's reliance on food imports and
movedthecountryclosertofoodsecurity. BeforetheGreenRevolution,Indiawas
mostlydependentonfoodaidfromnationsliketheUnitedStatesunderthePL-480
plan,anditfrequentlysufferedfromfamines.However,foodgrainoutputexploded after
Green Revolution technologies were introduced, making India self- sufficient
and an exporter of agricultural products. Economic growth was another outcome
of the revolution, particularly in places with favorable agroclimatic conditions
that supported theadoption ofnew agricultural methods, such Punjab, Haryana,
and western Uttar Pradesh. Farmers using HYV seeds & progressive method of

agriculture, accordingly, had much
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higherincomes,whichletthembuybetterfarmmachinesandirrigationplans,and
improved quality of life. The second source of rural employment growth was the
expansion of agricultural labor, mechanized farming, and related industries like

fertilizermanufacture and farm machinery.

The Green Revolution, however, also had several unpleasant social and
environmental side-effects. One of the most significant fault lines was rising
regional inequality in agricultural growth. Punjab and Haryana grew to become
prosperous, with agrarian surpluses becoming their economic mainstay, while
severalotherIndianstatesexperiencedstagnationinfoodgrainproductionoverthe

decades.RuralareasofBihar,Odisha,andthehillregionsofeasternindiaremained

farlessprosperous.Suchpracticesresultedineconomicdisparitiesamongvarious parts
of the country and between diverse localities, further inflaming social tensions.
Their excessive use of chemical fertilizers and pesticides resulted in soil
degradation, waterpollution, and health hazards forboth farmers and consumers.
Groundwater depletion was accelerated in this model as irrigation expanded,
leading to declining water tables, especially inthe Punjab and Haryana regions,
creating a water crisis. Furthermore, reliance on monoculture cropping systems
decreased the agricultural gene pool, rendering crops at a heightened risk to pests

and diseases,thus intensifying reliance on chemical inputs.

TheGreenRevolutioninIndia:ItsAchievements

Cheifly, there were several significant achievements of the Green Revolution that
transformed India’s agricultural sector and economy. Food production went up
most significantly, especially the wheat and rice production. Between the mid-
1960s and 1980s, wheat production grew from nearly 10million metric tons to
over 45 million metric tons, and rice production followed a similar trend. This
uptick in food production provided food security to turbid population and
decreased India’s reliance on food imports. Another notable success was a

decrease ininstances of famine. India was plagued by faminesand malnutrition
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asaresultoffoodshortagespriortotheGreenRevolution. Butasfoodisproduced on
larger scales and more efficient distribution networks are formed, the chances
offaminearegreatlydiminished. Thus,whilefoodbecamemoreaccessibletothe
poordueto thepublicdistribution system (PDS) and bufferstock maintenance by
Food Corporation of India (FCI) stabilizing food supply and prices.The other
significant close-up of the revolution, explaining the stuns focused on
modernizationofIndianagriculture. Agriculturalmechanizationthroughtractors,
harvesters, and irrigation pumps increased the output per area of land, instead of
requiring intensive human labor for farming. Canal irrigation and tube wells
improvedirrigationinfrastructureallowedforyear-roundfarminginsteadofbeing
dependent on monsoon rainfall. In addition, there was animportant role gay the
Green Revolution in rural development. This resulted in the creation of jobs in
agricultural-related industries like fertilizers, seed production, and agro-
processing. Farmers earning more money created a rural thriving economy,
stimulatingprogressofbetterinfrastructure,moreandbetterschoolsandhospitals.
Research and development in agriculture also saw a major boost. The role of
researchandacademicinstitutionsliketheIndianCouncilofAgriculturalResearch
(ICAR)andthestateagriculturaluniversityalsocannotbeunderminedintermsof
bringing new varieties of crops, soil management practices and promotion of

scientific farming methods.

GreenRevolutioninIndia:LimitationsorFlaws

TheGreenRevolution,however,haditslimitationsdespiteitsmanyachievements that
have been a cause of concern towards its sustainability in the long run. Regional
bias: One of the biggest drawbacks was the impactwas not the same worldwide.
Even as agriculture in Punjab, Haryana and western Uttar Pradesh boomed,
eastern and central India remained unbenefited; farmers had limited access to
irrigation facilities, the infrastructure was inadequate and farmers were
notawareofthebenefitsofagriculturalgrowth.Excessivedependenceonchemical

fertilizers and pesticides caused irreparable
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harm tothe environment. The overuse of synthetic inputs However, overuse of
suchsyntheticinputsledtoadecreaseinsoilfertility,groundwaterpollution,and many
diseases among farmers. Waterlogging and soil salinitywere also reduced by
over-irrigation and the later expansion of canal irrigation, which limited long-
term productivity on farmland. At the same time economic differences between
largeandsmallfarmersincreased. TheresultwasthebirthofwhatDaniel Thorner
referred to as the Dorai farmer — the well-to-do farmer — with access to credit and
resources to embrace Green Revolution technologies and the small and marginal
farmer to whom the high cost of proprietary inputs threw spanners in the works.
This exacerbated the rural income inequality, exacerbated social contradictions,
andcausedlandlesspeasantstofleetothecityinsearchofwork. Thefoodsystem
wasmoreandmorevulnerabletopestsandpestsanddiseases,andthemonoculture
cropping system consisting mainly in wheat and knows rice was limited.
Furthermore, intensive, mainly monoculture production (plants of the same kind
growninthesamefieldyearafteryear)ofhybridvarietieshadleftsoilincreasingly
lacking in nutrients and requiring higher doses of fertilizers. This created a
benighted dependence on chemical agro-chemicals and raised questions over the
long-term sustainability of the Green Revolution. And, more disturbingly, the
systemofhigh-inputfarmingreducedtraditionalandindigenousfarmingmethods.
Traditionalcrops,includingmilletsandpulseswereneglectedinfavourof widely used
high-yielding wheat and rice varieties more suitedto the region. Thisnot only
impacted dietary diversity but also diminished farmers’ resilience to climate
change and erratic weather patterns. Indeed, the Green Revolution changedthe
shape of rural employment. The mechanization of agriculture did result in
increasedproductivity,butitalsodisplacedagriculturallabor,providinglesswork
forlandlesslaborers. Theescalatingpopularityofdevicesliketractorsandcombine
harvesters led to a surplus of labor and menial positions, driving many working-

class citizens to urban areas in searchof work.

TheGreenRevolutionof Indiawas oneof themostsignificantrevolutions which

helped in the transformation of India from a food-deficient country to self-
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sufficientinfoodgrains.Itwasinstrumentalinensuringfoodsecurity,preventing
famines,andmodernizingIndianagriculture.Butthegainswerenotevenlyshared
andtheboomalsocreatedregionalandsocialdivisions.Heavyusageofchemicals
ledtosoildegradation,environmentalpoisoning,andthedepletionofcleanwater
resources,whichwereworryingsignsofthesustainablepotentialofinput-oriented
agriculture. India needs to prototype sustainable agriculture like organic farming,
agro-forestry, integrated cropping, efficient water management, climate-resilient
farming systems and households, and the rest. Sustainable agriculture is basically
the future of Indian agriculture, which requires maintaining high productivity
levels, derived from the Green Revolution,while trying to prevent the negative
aspectsthatresultedfromit. ThelastchapteroftheGreenRevolutioncanshinea light on
howto createpoliciesaroundagriculture forthefuture, becauseas oneof the author's
so rightly points out, we are only as healthy as the people who grow our food and

as responsible stewards of the land.

2.2.2AgricultureMarketingInIndia

In India, agricultural marketing is critical to guaranteeing that farmers are paid
fairly for their produce and that consumers can afford to purchase necessary
agriculturalproducts.Itincludesalloftheprocessesthatgointogettingagricultural

products from farms to customers, such as distribution, grading, processing,
storage, and transportation. India has enormous agricultural potential, but its
marketing system is severely inefficient because of an antiquated supply chain,
inadequate infrastructure, volatile prices, and the predominance of middlemen. In
order to control transactions and guarantee fair competition, market reforms such
as the Agricultural Produce Market Committees (APMCs) were introduced;
however, these rules have frequently resulted in limited market access, exorbitant
commissions,andinefficientbureaucracy. Topromotepricediscoveryforfarmers and
unify fragmented markets, the government has launched a number of initiatives,
including the e-NAM (National Agriculture Market). However, the system still

struggles with various challenges such as price
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volatility, storageinadequacies, lack ofdirect market access forfarmers, and high
dependency on intermediaries, which negatively impact farmers' income and

consumer affordability.

Figure2.3:AgricultureMarketingInIndia

MajorProblemsinAgriculturalMarketinginlndia

Indian agricultural marketing system is beset with a number of problems that
hampers to ensure suitable price for the farmers as well as smooth marketing of
theirproduce. Amongthebiggestculpritsaremiddlemenwhosuffernodirectloss,

controlthesupplychainandtakeheftycommissionsthatcutintofarmers’margins  and
drive up the price of the foods served on consumers’ tables. Insufficient
infrastructure, comprising storage, transportation and cold chain logistics, causes
post harvest losses up to 30-40% in perishable commodities. Price instability is
another serious problem where the farmers are compelled to sell at a low rate
overtime of peak crops they produce because of market glut and non-availability
of the standard ware houses. In addition, farmers are needed to sell at prices that
are lower largely on account of the cartelisation and other restrictive practices in
APMCs.Thisiscompoundedbyfarmers’dependenceoninformalcredit,andtheir lack
@ access to market information and formal credit that would enable them to
decideatwhatpriceandwheretoselltheircrops.Additionally,individualfarmers find it

challenging to
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participate in large-scale commercial marketing due to fragmented landholdings
andsmall-scalefarming,whichforcesthemtoselltolocaldealersatpricesthatare not
competitive. Private investment in agricultural markets is further deterred by the
intricate regulatory frameworks and high taxes levied on agricultural trade. In
India,  agriculturalmarketingisaverydifficultindustryduetoclimate =~ changeand

unpredictable monsoons.
GovernmentlnitiativesandReformsinAgriculturalMarketing

Realizingtheneedforchangeinagriculturalmarketing,theIndiangovernmenthas
already initiated several schemes and legislations to bring about greater market
efficiency and ensure that farmers are entitled to better prices. The Model APMC
Act (which aimed to incentivizeprivate sector entryand deregulate market yards)
was among the most important. The electronic National Agriculture Market (e-
NAM) has brought greater ease in online trade and increased the buyers
competition and transparency. @e Essential Commodities Act has been amended
to reduce the stockholding limits on agricultural produce, to facilitate investment
in supply chains and storage. Farmers get cushioned from price drops thanks to
direct income support under PM-KISAN. We have introduced Kisan Rail and
Krishi Udaan to ensure perishables are transported smoothly, and there's great
connectivitybetweenproductioncentresandconsumptionpoints.Further,contract
farmingandFPOshavebeenencouragedtofacilitatecollectivebargainingpowers and
direct market for farmers. Nevertheless, despite reforms, obstacles to access have
persisted because of slow technology adoption, push-back from established

intermediaries, and logistical hurdles in rural areas.
TechnologicalandInstitutionalSolutionstolmproveAgriculturalMarketing

It is important that technological and institutional infrastructure are used to

improve agricultural marketing in India. Digital platforms like e-NAM and
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To bring about this change, agri-tech startups are disrupting the agri value chain
with real time market intelligence, ways to directly connect farmers to consumers
(F2C)andprecisionfarmingsolutions.Blockchainhasapotentialtocutfraudand
increase product quality in transparent supply chains. Applications on mobile and
analyticspoweredbyartificialintelligence( Al)canmakeitpossibleforfarmersto
knowinadvancewhereandatwhattimetoselltheproduceorwhentowait.Farmer
ProducerOrganizations(FPOs)canhelpsmallandmarginalfarmersbyproviding them
bargaining power, easy access to markets in bulk and less reliance on middlemen.
Cold storage/warehouse receipt systems should be developed and
extendedtofacilitatefarmersstoretheproduceandmarketattimesotbetterprices.
Contractfarmingwithagroindustriestobeencouragedwherefarmerscommitment
would be to supply assured markets and realised prices. Improvement of rural
banking and microfinance institutions can enable farmers to access cheap credit,
which can reduce reliance on informal lenders. Institutional measures in terms of
marketlinks,cooperativefarming,andpolicysupportarencededtoprovideagood

environment for sustainable agricultural marketing in India.
FutureProspectsandPolicyRecommendationsforAgriculturalMarketing

The focus in future for marketing of agricultural produce in India should be on
policy-based structural reforms, infrastructure creation, and technology
intervention to make the system more structured, effective, and farmer friendly.
Policy will need to concentrate on how to liberalize agricultural trade, protecting
people from exploitation. Ensuring integration of e-NAM with state agricultural
markets and expanding its reach and accessibility could lead to a@miﬁed national
market for agricultural produce. Investing in rural infrastructure build up cold
chains,storagefacilities,androadsaregiventhehighestprioritytominimizepost-
harvestlosses. Ameansothelpingtobridgethegapbetweenfarmersandmarkets is
encouragement of participation of the private sector through the Public Private
Partnership(PPP).PricestabilisingmeasuressuchasMSPneedbetterprocurement

policies to protect farmers from volatility in the market.
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Farmer be provided specific financial assistance under DBT program. The risks
associated with weather uncertainty can be minimized by promoting climate-
resilient and sustainable agriculture through research and innovation. The farmer
entrepreneurshipand cooperativemarketingarrangementsshouldbestrengthened to
alter the agricultural marketing scenario. Over the long-term, adopting global best
practices, promoting agri-tech innovation and maintaining policy harmonisation
across states will beimportant to streamline agricultural marketing
inIndiatobeefficient,inclusiveandcompetitiveforallconcerned. Thissystematic

attempt to address the critical points of Agricultural Marketing (Problems and
Solutions) in India provides clarity, coherence, and comprehension. IDs! Please

ask if you need any more edits or a longer/substantive portion of any section.
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A ndndusty CESECTOR,INDUSTRIALDEVEL O

AGRICULTURALPRICEPOLICY

Withnearlyhalfoftheworkforceemployedandasubstantial GDPcontribution,
agricultureremainsthebackboneofthelndianeconomy.Becauseofitsstrategic
significance, the government has developed rules over time to maintain both
consumerfoodsecurityandequitablereturnstofarmers.Oneofthemostcrucial
aspects of India's agricultural policy is its agricultural price strategy, which
includestoolsliketheMinimumSupportPrice(MSP).Overtheyears, MSPhas been a
contentious topic because of its impact on farmers, consumers, market
distortion, and financial burden. Under five headings, the booklet summarizes
themainpointsofIndia'sagriculturalpricepolicy:Issueswithagriculturalprice
policy, tiie impact of the minimum support price (MSP) on different
stakeholders, the reforms that are required in agricultural price policy, and the

prospects for future reforms in agricultural pricing.

SuggestedquestionswithinthatframeworkthatcaptureMSPdistinctivefeatures.

Onekindofgovernmentinterventiontoprotectfarmersagainstmarketvolatility
andpricecrashesisthe MinimumSupportPrice(MSP).In accordance withthe
Commission for Agricultural Costs and Prices' (CACP) recommendations, the
Indian government sets the Minimum Support Price (MSP) before to each
croppingseason. TheCACPconsidersanumberofcriteriawhenrecommending

theMSP, includingthecostofproduction(A2+FLandC2formula),thedemand-
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supplybalance,globalpricing,andtheeffectsonconsumers.Itguarantees farmers'

income security by ensuring
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procurement of crops at MSP throughthe Food Corporation of India (FCI) and
other agencies. However, this procurement is mostly restricted to a few states and
crops such as wheat and rice,leaving several farmers outside its umbrella. @er
these last few years, MSP has resulted in major distortions including
overproduction of some crops, unsustainable groundwater withdrawal, and strain
on the exchequer. Nevertheless, MSP continues to ﬁy a key role in India’s

agriculturalpricepolicy,seekingtobalancetheinterestsoffarmersandconsumers.
StructuralandOperational ProblemsinthePolicyofPricesofAgriculturalProducts

@ere are many problems with the current agricultural pricing framework, one of
which is ge minimum support price (MSP) which, while giving relief to a large
segmentoffarmers,alsoleadstoanumberofissues.InequalitiesinMSPcoverage among
states and crops are one of the biggest problems: farmers in Punjab,
HaryanaandMadhyaPradeshparticularlybenefit,andfarmersinotherstateshave little
price support. Another important thing is that there is no direct procurement in
almost all crops and farmers get victims to distress sell also. Also the lack of
flexibility for the MSP pricing to respond effectively to the market needs (hence
causing somewhat large stocks of grains at times). MSP has also added to
environmental problems, primarily as an incentive for cultivating paddy, a water
guzzler, leading to the overexploitation of groundwater. In addition, the price of
government procurement, storage and distribution is still a problem. The delayed
payment to farmers, low awareness of MSP and inefficiencies in market linkages
only compound the pain. The answer is in structural changes, or widening the
procurement to other crops, developing market infrastructure and facilitating

technological convergence.
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Farmers,ConsumersandTheEconomy:HowTheMSPAffectsAll

MSP impacts more than farmers it also impacts consumers, traders and the
economy overall. MSP gives price guarantee and Farmers are not at risk of
suffering losses due to market fluctuations. Unfortunately, the favorable side
lieswiththebigandmediumfarmers,whileitisthesmallandmarginalfarmers
wholeaveoutwhentheprocurementinfrastructurefailstoreachthemwithMSP.
Consumers are the worst-hit, as MSP is reflected in the retail price of food.
Affordabilityoftheurbanpoorwillalsobeaffectedbyinflationarypressuredue to
high costs of procurement. Larger power brokers and agri-markets can
howevergetdistortedsinceMSPcaninsomecasessubvertfree-marketsupply-
demand laws and make private procurement un-viable at times. From a macro
perspective,thefiscalcostofacquiringMSPextractaheavytollongovernment
finances since massive stockpiling results in wastage. Second, the MSP is
significantintermsoftradepolicy;artificiallyhighdomesticpricescandecrease  the
competitiveness of Indian agriculture exports. The trick is to create incentives
that reward the interests of producers, consumers and the economy without

promoting unsustainable practices.

AgriculturalPricePolicy:RethinkingtheNeedforReformsandTransitioning Tow
ardsaMarket-OrientedApproach

RethinkingtheAgriculturalPricePolicyinlndiaisnecessarytocorrectexisting
inefficienciesandtoincludesustainabilityand  inclusivenessinthe  system.The
latteramongthemisachiefreform,whichistograduallymovetoamoremarket
drivenpricesystemwherefarmersareabletogetafairpricethroughviableand
transparent operations of markets rather than being dependent on the MSP.
Factors such as strengthening agriculture marketing infrastructure like e-NAM
(National Agriculture Market) expansion & farmer-producer organizations
(FPOs)canhelpgenuinefarmersgetabetterpriceandthusrealization.Another  key
reform isto diversify procurement beyond just rice and wheat to pulses,

oilseeds, and coarse grains, incentivizing sustainable
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crop diversification. Direct income support schemes similar like PM-KISAN can
supplement price interventions to guarantee that farmers receive financial security
without causing undue disruptions in the markets. Efficiencies can be achieved
through technological advancements including blockchain, Al-based price
forecasting, and digitized procurement. Reforms arealso needed to ensurethat the
benefits of the MSP reach all farmers, including tenancy farmers and
sharecroppers. Promoting the contract farming and enhancing crop insurance
mechanisms through these measures can reduce farmers' risks. Thus, A major
transformation of Indian agriculture would involve a well-integrated holistic and
technology-driven change, followed by a demand-responsive pricing system on

par with the international market mechanism.

FuturisticViewsonAgriculturalPriceReforms:AParadigmbetweenProtectionisma

ndEfficiency

We have to strike a balance between protecting farmers and ensuring market
efficiencyinlndia’sAgriculturalPricePolicyinthefuture. MSP,thus,doeshavea
rolegoing forward,but its contours need to be amended giventhe new realities on
the agriculture front and sustainabilityobjectives. Improvement of infrastructure,
addressing procurement inefficiencies, and establishing alternative price
stabilization mechanisms such as Price Deficiency Payment (PDP) schemes can
reducedistortiontomarkets. Moreinvestmentinthevaluechain,improvedstorage
facilities and agro-processing industries will enable farmers to get better returns
without too much dependenceon government intervention. Price policies should
similarlyreflect this integration, helping to shift farmers towards water-efficient

crops and sustainable farming practices.

Further, farmers should be empoweredthrough awareness and capacity building,
to adapt and be able to make informed decisions to follow the market-price based
pricing model. Over the coming years, India’s price policy for agriculture should
be towards a balanced ecosystem of market forces, technical innovations and

supportive Government interventions working together towards equitable and
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efficient price discovery for all parties involved. The Agricultural Price Policy
of India, and particularly the MSP system, has been the lifeline for ensuring
incomestabilityforthefarmersandthefoodsecurityofthecountry.Forallthat,
longstandingproblemssuchasregionaldisparities,financialconstraints,market
inefficiency, and recalcitrant environmental problems called for more radical
changes.Market-orientedreforms,coupledwithtechnologicalprogress,variety in
procurement and legal safeguards, are the ingredients that can lead to more
efficient and sustainable pricing of agriculture in India. Balancing price
guarantee for farmers, the future of agricultural pricing in India is about

embracing this duality—the best for farmers and the best for the consumers.

Industry&Services:

IndustrialDevelopmentinIndia

1. HistoricalEvolutionofIndustrialDevelopmentinIndia

For centuries, India's economy was transitioned from pre-colonial development
through industrialization to the present day. Prior to being colonised by Britain,
India also had a long and extensively circulated tradition of handicrafts that
included textile, metal and ship building sectors per's historical trade statistics.
According to Bahadur, colonialism systematically de-industrialized India,
upending native industries, while tellingthemto purchase British-made goods —a
double whammy for the economy. Liberalization process was initiated in India
immediatelyaftertheemergenceofindependenceforthepurposeofstatedirected
modelofdevelopmentfollowedafterindependenceforbuildingahighlycontrolled
economy. From the agricultural sector of the First Five-Year Plan (1951-56) it
shifted its focus towards industrial development and for the first time heavy
industries—withoutanydebate—becamethepriorityinanincreasinglydeepening  of
industry and services according to the Mahalanobis model, and it was famous

forprioritizingthesteel,coalandpowerindustries. Avarietyofpublicsectorfirms
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”were responsible for managing the country's infrastructure, energy, and natural
resources production (including Oil and Natural Gas Corporation (ONGC), Steel
AuthorityofIndiaLimited(SAIL),andBharatHeavyElectricalsLimited(BHEL),

which eventually formed the building blocks of industrialisation. The over-
regulation,asystemknownastheLicenseRaj,insomesensekeptprivateenterprise

wheels moving and suppressed industrialization. The public sector that was to
buttress private enterprise was non-existent at best. The liberalization reforms of
1991 removed restrictions and opened the market to the private sector, FDI and
modern technology, leading to rapid industry expansion. Partly due to programs
like“MakeinlIndia,”India’sindustrialeconomyisnowoneofthefastest-growing in the

world, with a vibrant and growing manufacturing base.

2. AdministrationandReformofIndustry: In the journey of industrialization in
Indiasomenoteworthypoliciesandreformshavesignificantlycontributedinmany

ways. ’@e 1956 Industrial Policy Resolution also advanced the approach of state
regulation of industry, and the creation of large, holding companies with diverse
holdings, specifically to roller provision of public sector companies often
handicapped by the bureaucratic inefficiency. MRTP (Monopolies and Restrictive
Trade Practices) Act of 1969 It was enacted to curb monopolistic and restrictive
tradepracticesIndoingso,itplacedanumberoflimitationsupontheexpansionof size of
firms. A severe balance of payments crisis was the turning point leading to the
1991 Economic Reforms, which involved a shift from socialist self-reliance
(which Hicks refers to as "de facto" autarky) to the LPG policy (Liberalization,
Privatization, Globalization). Through eliminating License Raj, reducing import
duties and inviting global investment, the 1991 New Industrial Policy made the
industry more efficient. The "Make in India" campaign of 2014 focused on local
production of goods, jobs, and self-sufficiency, while the National Manufacturing
Policy of 2011 aimed to increase the manufacturing sector's GDP contribution to

25%.
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AtmanirbharBharatmission: Whatdoesitmean?Readersmaybeastoundedby how
these policies converge to drive industrial expansion and make India a power

of the industry world.

3. GettoknowtheMajorIndustrialSectorsandTheirPatternsofGrowth

Thelndiantireindustryismultifaceted,coveringmanufacturing,infrastructure,
energy,and service domains. The industrial sector, a substantial contributor to
GDP, comprises major industries such as textiles, automobiles,steel, cement,
andelectronics.Althoughtraditionallyoneofthelargestcontributorstolndia’s
economy, the textile industry continues to generate much employment. The
automobile industry has expanded significantly, with businesses such as Tata
Motors,Mahindra&Mahindra,andMarutiSuzukihavingasoliddomesticand
internationalpresence. Amajorpartofthisdevelopmenthasbeendrivenbythe  steel
industry, led by companies such as Tata Steeland JSW Steel, which has
transformed India into the second largest steel producer in the world. India has
transitioned with a tremendous pace, on energy front particularly, where India
has emerged as a leader in terms of solar wind. The IT and software sector
centred on Bangalore, Hyderabad and Pune has emerged as an increasingly
influential sector in global affairs, contributing to export growth and providing
masses of jobs. Planned infrastructure development, including that of roads,
railways, ports andeven urbanization projects like Smart Cities Mission (very
critical for industrial expansion), goes to the credit of the government. The
Pharmaceutical industry, nicknamed the 'Pharmacy of the World' has seen
remarkable increase in numbers, especially during the COVID-19 pandemic.
Private investment is also flowing into the defense and aerospace space to re-
enforce self reliance and privatization further. But while these are promising
sectors, having to fight productivity, lack of R&D and infrastructure woes etc,

India is still to find the right formula to move into a balanced growth.
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4. ThispaperdiscussesaboutChallengesandOpportunitiesinindustrialdevelopme

ntinNepal.

Thelandscapeisquitedifferenttoday,withthesechallengesslowlybeingaddressed by
the governmentas well as industrialists in India, but the country's industrial
growthtrajectory,especiallyinmanufacturing,needstobesustainedoverthelong  run.
Three reasons are poor logistics and transport infrastructure, high production costs
and low competitiveness. The country, Bureaucratic red tape and policy
uncertainties bind ease of doing business, %ough there has been some progress
on these fronts over the years. A lackof skilled labor in advanced manufacturing
and digital industries hampers productivity, making educational and vocational
reforms necessary. Sustainable industrialization is hindered by pollution,carbon
emissions,anddepletionofresources. Theworldistransformingtowardallthings Al &
automation, and the question remains, will it replace workers in traditional
sectors? But the opportunities for growth are significant. India’s large domestic
market,demographicdividend,andabetteringbusinessclimatelayasolidground  for
industrial growth. And government schemes such as "Digital India,""Skill India,"
and "Startup India" also promote innovation and entrepreneurship. India’s
@egraﬁon with global supply chains and free trade agreements increases the
prospects for exports. Green industries such as electric vehicles (EVs) and
renewable energy would work toward sustainable development. By enhancing
Research and Development (R&D), creating more Public-Private Partnerships
(PPPs) and facilitating technology upgradation, we can unlock India’s entire
manufacturingpotential HDR2010concludedthatgrowthoftheeconomyrequires

enhancementinthesethreesectorsofeconomyandangrowthinthesethreesectors at a

rate varying from 1.5 to 2.0 times as compared to the growth rate of the economy.
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5. ThepostFutureProspectsofIndustrializationinIndiaappearedfirstonYouWillRe
call.

The industrial outlook for India is rosy as é%re are many growth opportunities
driven by technological advancement, policy support and globalisation.
According to a recent article discussing Industry 4.0, factories of the future are
expected to widely employ industry 4.0 technologies @h as artificial
intelligence, machine learning, blockchain and robotics, to make production
easier and cheaper. Reduce the reliance on imported products in high-tech
industries; promote the growth of domestic semiconductor manufacturing
through the government’s PLI (Production-Linked Incentive) scheme. The
renewablesectorisexpectedtowitnessasharpgrowthwithIndiatargeting500 GW of
non-fossil-fuel capacity by 2030. Electric Cars Electric vehicles will
revolutionize the car industry, thanks to government incentives and ramped up
infrastructure. Faster growth will occur in areas such as health care and bio-
technology driven by pharmaceuticals, medical research, and development and
production of vaccines. Urbanisation, smart cities and infrastructure
developmentwillleadtonewindustrialtownshipsandjobcreation. Thiswould add to
India’s credibility in the international market by bolstering international trade
relationships and diversifying supply chain trade. But to realize these
expectations, India needs to tackle its labor laws, environmental sustainability
and digital literacy. Industrial expansion must be integrated with social and
environmentalconcern  foreconomicviabilityinthelong-term.  Indiawillbean
industrial power of the 21Ist century, with strategic planning and policy

implementation and global partnerships.
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UNITS MICRO,SMALLANDMEDIUMENTERPRISES,
INDUSTRIALPOLICY

Micro,Small,andMediumEnterprises(MSMEs)(Role,
Challenges,Policies)

1. RoleofMSMEsinIndia

India has a sound tradition g Micro, Small and Medium Enterprises (MSMEs)
which contributes significantly to overall economic activity, employment and
exports. Theyareessentialtotheestablishmentofanentrepreneurship,innovation, and
inclusive growth economy. MSMEs contribute about 30% to India's GDP,
accordingtogovernmentestimates,andformalmost45%ofmanufacturingoutput and
around 48% of the country's total exports. These companies are found in
variousfieldsincludingmanufacturingtoservicestotrade,andcontributetoawell-
diversifiedeconomicbase. MSMEspromoteindustrialisationinruralareas/remote
regions and lead to an even distribution of economic activities throughout the
country and supports balanced regional development. They have 110 Million
manpowerand the 2nd largest employerofthe country afterAgriculture. MSMEs
are linkages to the formal sector and act as suppliers to large industries and
mulninationals,whichenhancesrobustnessandtheleannatureofthesupplychain. They
are gaining the spotlight as key enablers of digital transformation and the
adoption of technology, closely linked to initiatives such as Digital India and
Industry 4.0. Even more significantly, MSME:s also contribute significantly to the
social development of Indiaby offeringopportunitiesto women and all section of
society through the support of a variety of government schemes. The increasing
number of startups under MSMEs have reinforced India as power house in global

innovation.(MSME’s)areanessentialinstrumentfor‘MakeinIndia’campaign,
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byencouragingdomesticproduction,reducingdependenceonimportedgoodsand

promoting a sense of self-sufficiency and economic independence.
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2. ProblemsFacedbyMSMEsinIndia

Contribution they make to the economic progression Notwithstanding MSMEs
potential, a lot of challenges are being faced by them in India which are acting as
barriers to their growth and competitiveness. Access to credit is a primary
constraint for small business people, a majority of whom do not gain timely and
adequate financing from formal institutional sources. Regulatory efforts and red-
tape hinder MSME ease of doing business: Compliance seeks mercy but imposes
more. @ere are also functional issues arising from infrastructure shortfalls,
including inconsistent access to electricity, poor transport infrastructure, and lack
ofdigitalconnectivity}.4-6.LabourSkillShortageandlackofaccesstohigh-level
technologypreventsMSMEstoenhanceproductivityandcompetitiveness.Market
access barriers also stifle the potential of MSMEs to grow, since headquarters of
MSMEs tend to be localized which makes it challenging to expand beyond local
markets and into global value chains. In addition to this, big companies and
government offices take their time to pay, which increases financial pressure and
puts pressure on working capital. Furthermore, MSMEs are highly vulnerable to
economicrippleseffects,asevidencedbythecoronavirusepidemic,whichforced
millionsofbusinessesandenterprisestoshutdownglobally,leadingtostaggering  lose
of jobs. "SMEs are struggling under the weight of the GST as well."
Environmental and sustainability constraints, for examplewaste management and
carbon footprint reduction, complicate the matter, even more. MSMES do not
assessseveralgovernmentsupportschemesalsobecauseofunawarenessandunder
utilization. Tackling the problem would require a blend of financial inclusions,

digital literacy, asset building, infrastructure support, and policies.
3. India:GovernmentSchemesforMSMEs

All-WomenMSMEPolicyNumerouspoliciesand initiativeshavebeen established by
the Indian government with the goal of promoting MSMEs' self-
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reliance, growth, and competitiveness. MSME classification, benefits, and
institutional support are based on the MSME Development (MSMED) Act, 2006.
Custom-madereliefmeasuressuchascollateral-freeloans,equitysupportthrough the
Fund of Funds, and debt restructuring facilities were provided under the
Aatmanirbhar Bharat Abhiyan, to make MSMESs grasp the assistance required to
go back to the pre-pandemic level of business activity. 1,lakh; Rs.50,000,
Rs.5,00,000;andRs.5,00,000,upto(a)toPradhanMantriMudraY ojana(PMMY)
/(PMMY )MudraloanScheme)istheothertwocategoriesofloan,namelyKishor  and
Shishu loan. With the easy of doing business improved as a result of the
manageable registration process, MSMEs are eligible to avail of the plethora of
schemes initiated by the federal and state governments through the Udyam
Registration portal. Some schemes, such as ge Credit Guarantee Fund Trust for
Micro and Small Enterprises (CGTMSE) help MSMEs to access finance without
having to provide collateral and without considering any ceiling in the rate of
interest. To boost the adoption of digital technology of the MSMEs, the
government has introduced schemes such as Digital MSME Scheme, which
focuses on automation, cloud computing and digital marketing. Two of them,
‘MakeinIndia’and‘StartupIndia’,providemonetaryhelpandtaxbreakstolocal
manufacturingandentrepreneurs. APublicProcurementPolicyhasbeenenforced
bytheGovernment,whichhasmadeitmandatoryforgovernmentorganizationsto
procure at least 25% goods and services from MSMEs so as to provide market
access and business facilitation. Skill development programs such as the
Entrepreneurship Skill Development Program (ESDP) and Skill India initiative
helpMSMEscreateapoolofskilledlabour. Thereexiststechnologyup-gradation plans
such as Credit Linked Capital Subsidy Scheme (CLCSS) which provide
monetarysupportinordertoupgradeyourmanufacturingprocess. Takentogether,
these policies create the conditions and mechanisms that help MSMEs integrate

into both domestic and connect to value chains.
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4. ThelmpactsofGlobalizationonIndian MSMEs

The phenomenon of globalization has had profound implications forthe growth
pathofMSMEsinIndia,offeringadouble-edgedsword.IndianMSMEsarewell-
integratedwithglobalmarketswhichhasbroughtinsignificantexportpotentialas  well
as technology transfer and foreign investments. Over the last two decades,
tradeliberalizationhasfacilitatedopportunitiesforsmallerbusinessestoengagein
globalsupplychains,enhancingbothcompetitivenessandinnovation,buthasalso
creatednewchallengesforthem,includingvolatilityininternationalsupplychains and
mid-sized firms facing large firms's moats. Globalization presents MSMEs
withanopportunitytoreachawidermarketbutexposesthemtocompetitionfrom
multinationalcorporationsandlow-costimports,especiallyfromcountriessuchas
China.Sosmallbusinessesdonothavetoreachtheinternationalqualitystandards, nordo
they have to comply with certification needs, @ich prevents them from growing
outside the country. Difficulties of digital literacy and logistical issues
remainobstaclestoMSMEsaccessingglobalcustomersnowthate-commerceand
digitaltradeareusedbynearly50percentoftheworld. MSMEscannowtapinto a global
customer base via Amazon, Flipkart and Alibaba. Currency and trade policies
(tariff  regulations, free  tradeagreements) influence pricing and
profitabilityofMSMEexports.Notably,theincreasinginfluenceofregionaltrade
blocsand global economic shifts on demand has pushed MSMEs to build agile
businessstrategies.Disruptiontosupplychains,ashavebeenexperiencedwiththe
COVID-19 pandemic, have alerted the need for more resilient networks in
productionandlocalsourcing.Lackofintellectualpropertyrights(IPR)protection  is
another issue, as small businesses are not in a position to protect their innovation.
The government’s ‘Vocal for Local’ and import substitution policies
arecountermoveswhichaimtocontainsomeoftheilleffectsofglobalizationand
promotegoinglocal. EnhancingM SMEengagementinglobalvaluechainsthrough
export facilitation, improvement of skills and assistance in technology supply

continues to bevital for harnessing the advantages of globalization.

5. futureprospectswithstrategiestostrengthen MSMEs.
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Intervenestrategicallyto helpshapethe future of MSMEsinIndiainthe areasof:
finance, technology, market access and policy support. Innovative credit
mechanisms (fintech lending, peer-to-peer (P2P) platforms, blockchain-based
transactions) — expanding financial inclusion can facilitate enhanced access to
capital.Digitaltransformationcontinuestobethekeyenablerascompaniesmust
embraceAl,bigdataanalytics,andautomationinordertobecomebetterandmore
efficient.PoliciesfocusedonstrengtheningruralMSMEscanfacilitatethebroader
economic development of regions and mitigate pressures for migration. Trade
agreements, export promotion councils, and business incubation centers can
further open the door to global markets for small enterprises and promote scale.
Promoting sustainable business practicessuch as energy-efficient advances in
manufacturing, waste management, and circular economy models will ensure the
long-run viability of businesses. A consistent policy framework with tendency
towardstheminimizingofbureaucracyandregulatoryhurdlesshouldimprovethe
business environment. Cluster-based development programs strengthen the
potentialforMSMEstocooperateinindustryclusterstoincreaseproductivityand
innovation.Inparticular,projectslinkedtorenewableenergy,digitalservices,and
advanced manufacturing will support skill development programs t& meet the
requirements of industries of tomorrow to help prepare the workforce. The
significanceofindustryassociationsandpublic-privatepartnershipsintheprocess  of
workshops is to improve knowledge sharing and capacity building. This will
protect MSMESs venturing into the digital world by addressing potential risks of
cybersecurityandthegrowingrequirementsfordataprotection. AdoptingIndustry
4.0bestpracticesandintegratinghouseMSMEswithglobaldigitalplatformscan enable
exponential growth. We need to have future strategies around inclusive
development, leveraging technology, entrepreneurship promotion, and
strengthening resilience so that the MSME sector remains a foundation of India’s

economic advancement.
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2.3.1Industrial Policy in India (Key Features, Impact)

India's industrial policy has been instrumental in shaping its economy since
independence. Broadly, it maps out thegovernment's approach to regulating and
incentivizing the industries, with an eye on issues like growth, technological
upgradation, employment generation, regional development etc. India's post-
independence industrial strategy was mixed economy model, offering state-led
planning with private enterprise. This industrial policy demonstrates the socialist
natureoftheState,embodiedintheIndustrialPolicyResolutionwhichwaspassed

in1956.However,evidencedbythe1991economicliberalization,thenewpolicies

leanedtowardsanewapproachbasedonmarketpoliciesandwereheavilyfocused ~ on
privatization, deregulation and globalization. This shift in approach targeted
improvements in efficiency, productivity, and competitive edge on the world
stage. Contemporary industrial policies of India have evolved in supporting
entrepreneurship, which includes foreign investment and global value chains
participation. In line with the ongoing mantra’s of Make in India, Atmanirbhar
Bharat and Digital India, the Government is committed on course to achieving
growth in the industries and making our country self reliant. This chapter will
examine the primary characteristics of thelndian industrial policy, its evolution

through the years, a@d its impact on the economy as a whole.
MainFeaturesofIndia'sIndustrialPolicy

Therehavebeenseveralmodifications,reformsatvarioustimesasacomponentof a
national industrial policy of India to encourage growth. The 1991 liberalisation
ushered in a phase of deregulation which in turn allowed private competitors and
direct foreign investors to enter sectors such as telecommunications, information
technology, banking, retailing and infrastructure. Projects such as make in India
encourage local manufacturing and reduce dependence on imports. What is SEZ
and industrial corridor? To know why is it being pushed and how does it help in

attracting FDI, reading.
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KeylIndustrialPoliciesand TheirEvolution

India’s industrial sector has evolved significantly tgggugh various policy
interventions since independence. The transformation began with the Industrial
Policy Resolution (IPR) of 1948, which introduced the idea of a mixed economy,
assigning a dominant role to the state in key industries while allowing private
participation. This was further consolidated by the IPR of 1956, which classified
industries into three categories: public, private, and joint sectors, firmly
establishingastate-ledindustrialmodel. Toregulatemarketdominanceandprotect

consumerinterest,theMonopoliesandRestrictiveTradePractices(MRTP)Actof 1969
was introduced. However, despite its intentions, overregulation and bureaucratic
hurdles led to inefficiency, corruption, and stagnation in industrial growth. This
phase is often referred to as the era of the “License Raj.” A major shift occurred
with the New Industrial Policy of 1991, a landmark reform that
introducedliberalization,privatization,andglobalization(LPG).Itdismantledthe

License Raj, reduced state control, allowed greater foreign investment, and
promoted competition. This policy marked India’s transition to a more open and

market-oriented economy.

Subsequent initiatives further strengthened the manufacturing base. The National
Manufacturing Policy (2011) aimed to increase the sector’s contribution to GDP
and employment. The Make in India campaign (2014) encouraged domestic and
foreigncompaniestoproducegoodswithinIndia,reducingimportdependency.In

recent years, policies such as the Production Linked Incentive (PLI) scheme and
Atmanirbhar Bharat (Self-Reliant India) have been launched to promote
innovation, strengthen domestic supply chains, increase export competitiveness,
and build industrial resilience. These cumulative policy efforts reflect India’s
gradual and strategic shift from a heavily regulated industrial regime to a more

competitive,innovation-driven,andenvironmentallybalancedindustrialeconomy.
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IndustrialPolicyanditsInfluenceonEconomicGrowth

The growthof employment, economy, and technological standards f@ India have
been greatly influenced by its industrial policies. State-planned industrial growth
producedsomebasicindustries,infrastructureandpublicsectorenterprisesbutwas not
without its inefficiencies- bureaucratic red tape andlack of competition often led
to sub-optimal performance. After the reforms of 1991, FDIwas high along
withhigherlevelsof GDP.These liberalization policiesallowed Indiatointegrate with
global markets, resulting in the swift growth of sectors like IT, pharmaceuticals
and automobiles. Industrial policies have also fostered regional development, but
thedifferences remain large. The growth of MSMEs, internet- based
entrepreneurship, and start-up ecosystems, etc., has further added to employment
and innovation. Nonetheless, challenges remain, including
infrastructuredeficits,skillshortages,andenvironmentalconsiderations. Thepath
tosustainable and inclusive growth necessitates additional fine-tuning of India’s
industrialpolicies,responsivenesstotechnologicalchallenges,anddevelopmentof
sectors that will fully integrate India with the global economy. How the
governmentwillhandleeaseofdoingbusiness,digital&industrialtransformation  is

going to be central to India’s next unfolded industrial story.

OpeningNewPathwaystoIndustrialGrowth: ThePresentandFutureofIndustria
IPolicyinIndia

Whilesomeprogressisevident,significantchallengesremaininIndia'sindustrial

policy that must be overcome for continued industrial growth. Problem areas
includebureaucracy, regulation, infrastructure, and capital access for SMEs. The
skill mismatch in the labour market, rigidities in the labour market and
environmental concerns are also daunting challenges. Units are also trained upon
data amid varying global economic uncertainties, trade disruptiveness and
technology disrupting output that demandsadaptive and responsive policies. To
mitigatethesechallenges,India’sindustrialpolicyoftomorrowshouldencourage

Digital transformation, automation and Industry 4.0 Technologies.
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IndianEc Sustained industrial growth can originate only from developing R&D and

onomy&

Policy innovation capabilities and improving global competitiveness. @ainable

development goals should also be incorporated into the planning of industries for
responsible growth. In addition, measures to ease doing business, improve
infrastructure and increase exports must smoothen the path created by initiatives
suchasthePLIscheme,MakeinlndiaandAtmanirbharBharat.Indiacanemerge as a

global industrial powerhouse in the next few decades.
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Performance of Public Sector Enterprises (PSEs) in India

PublicSectorEnterprises(PSEs)haveanimportantrolefortheeconomyofIndia
particularlyafterindependence,whenthegovernmentestablishedasocialist-based
economyfordevelopedindustrializationandself-reliancesolutions.Initially, PSEs
were formed in areas that were strategic and capital-intensive steel, power, coal,
telecommunications, etc.in order to create a sound industrial base and decrease
dependenceonforeigninvestments.Overtheyears,PSEsproliferatedintovarious
sectors such as banking, insurance and infrastructure, and played a monumental
almost 30% contribution to GDP, employment and regional growth. While PSEs
are vital, many encounteredissues such as inefficiencies, red tape, and fiscal
sustainability, resulting in policy adjustments, privatization moves, and
disinvestment schemes over past decades to liberate their competitiveness and

functional effectiveness.

FinancialPerformance&ProfitabilityofPSEs

PSEs in India showcase a mixed bag of financial performance, while most
MaharatnaandNavratnaenterprisestypicallyexhibitrobustprofitabilityowingto their
market control and operational efficiency, a number of PSEs in loss face
challengessuch  asinefficiencies,outdatedtechnologyandfixed costburdenfrom
excess workforce. Profit-making PSEs such as ONGC, NTPC, and Indian Oil
Corporation (IOC) have been providing the exchequer with sizeable revenues
through taxes and dividends over the years, while loss-making entities like Air

India(pre-privatization)andsoonhaveforcedthe governmenttoseekcoverwith
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persistentfinanciallossesgovernance,technology,andmarket-drivenstrategiesto ensure

increased profits in acompetitive economy.

99




IndianEc
onomy&
Policy

ImportanceofPSEsinEconomicDevelopment

PublicSectorEnterprisesplayavitalroleindifferentaspectsofIndia'seconomic
development such as industrialization, regional balance, employment generation,
andinfrastructuraldevelopment.PublicSectorEnterpriseshavebeeninstrumental
inmitigatingthe socio-economicdisparity throughthe establishmentof industries in
backward areas, offering employment opportunity and ensuring balanced
resource allocation. PSEs play an imperative role in key sectors like energy,
transport, telecommunications, and defense with significant contributions to
national security as well as securingeconomic stability. Additionally, PSEs have
contributed to technology transfer, skills enhancement and industrial research, all
of which contribute to self-sufficiencyand innovation. If, on one hand, they have
indeedplayedanimportantroleindrivingeconomicprogressinthecountry,their
stringent bureaucratic structures, political interference and inefficiency have, at
times, been constraints to their further value addition, making necessary, reforms

to enhance their efficacy as growth engines in India's changing economy.
ProblemsFacedbyPSEsinIndia.

PSEsaremiredinredtape,politicalinterference,archaictechnology,andfinancial
challenges,notwithstandingtheirhistoricalcontributions. Whiletheyprovidevital
services,manystate-runenterprisesstrugglewithhighpayrolls,limitedefficiency, and
slow decision-making, r@king them less competitive than their owners in the
privatesector.Liberalizationandglobalizationhaveexposedtheinefficienciesof
manyPSEsresultingindecliningmarketsharesandfinancialdistress.Corruption,
poorcorporategovernance,andlackofinnovationhavealsostuntedtheirgrowth.
Though rehabilitation and privatization attempts have been initiated to reorganize
this sector, over time several PSEs have faced burdensome structural constraints
that necessitate systemic policy reforms, improved management practices and a
more market-based environment in order to be competitive in the backdrop of

ever-growing economic competition.
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ReformsandFutureofPSEsinIndia

Holistic reform policies /programmes deployed, which for example spanned
disinvestment, strategic privatization, and freeing the hand of the government in
management of the PSEs, spearhecaded a remarkable rehabilitation of the
performance and viability of the public sector enterprises (PSEs). Programs like
theAtmanirbharBharatfocusonself-reliancebutpermitprivatesectorinvestments

toinjectefficiencyandinnovationatthestate-ownedenterprises.Classificationof PSEs
into Maharatna, Navratna, and Miniratna, etc., enables top PSEs to take
investment and operational decisions by structuring them as independent
commercialentities. Thegovernment,inturn,hassoughttoupdate/revivethePSEs

through tools like PPPs, digitisation, professional management and structures of
management. In Conclusion Public Sector Enterprises (PSEs) are undoubtedly
indispensible for shaping India’s economic trajectory through investment,
generation of jobs and industrial development But as India jumps its economic
trajectory enroute to becoming a $5 trillion economy, the relevance of PSEs will

also undergo a metamorphosis,

GrowthandRoleoftheServiceSectorinIndia

The service sector (or tertiary sector), animportant component of India, occupies
a strategic thanksgiving role in the Indian economy. It includes several business
sectors: information technology (IT) and telecommunications, banking and
finance, insurance, education, health, tourism, trade, entertainment, and much
more. Liberalization of the economy in 1991, the service sector grew even faster,
firmly establishing itself as the principal source of national GDP. This
transformation was driven by globalization, urbanization, and digitalization, as
wellasgreaterforeigninvestments.Incontrasttothefirst(agriculture)andsecond

(manufacturing) economic sectors, these services yield no tangible product, but
instead help generate jobs and maximize productivity in primary and secondary

sectors.
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Currently, over 50% of Indian GDP is contributed by service sectorwhich is one
of th major growth driver of Indian economy. Services like e-commerce, fintech,
online education, supported by the evolution of technology and relevant policies

are transforming thesector landscape.
IndianServiceSectorGrowthTrends

India's s@rvice sector has grown remarkably over the last few decades since it
liberalizeditseconomyin1991.Thenewpro-businessregime,alongwithrelaxed  FDI
(foreign direct investment) norms and integration into the global economy, gave
an impetus to industries such as IT, telecommunications and finance. Contributed
to the rise of a global powerhouse in the form of IT and business process
outsourcing (BPO) industry that attracted leading multinationals. The digital
revolution also expedited the sector growth in the shape of the spreadof internet
services, e-governanceinitiatives,mobilebanking etc.Various ITBusiness
andGovtprogramslike Digitallndia, makein IndiaandStart-up Indiahavebuilt a
strong ecosystem for service-based enterprises. Similarly, the hospitality and
g%.rism sector has experienced substantial expansion, propelled by a rise in both
domestic and international travel. India's healthcare industry is also growing
quicklyduetomedicaltourism,telemedicine,andrisinginvestmentsinhealthcare.  In
the coming years, the service sector is likely tocontinue to grow, driven by the

risein disposable incomes and improved infrastructure and consumer demand.

InputTowardsEconomicGrowth

RoleofServiceSectorinlndia. Multinationalcorporationsarethenation’sbiggest

employer, employing hundreds of millions of people at every skill level. The IT
and BPO sector alone accounts for millions of jobs and is among the biggest
reasons as to why India is known as a global outsourcing hub. The banking and

0
f@ancial services sector has been an instrumental pillar indriving
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financial inclusion through the emergence and proliferation of digital payments,
fintech’sandmicrofinanceinstitutions. Thetourismandhospitalityindustryshines like
a ray of sunshine and earns billions of dollars to Tamilnadu with the contributions
of foreign tourists as well as local traders. Moreover, in terms of human capital
development, the education and healthcare sectors prepare the
humancapitalthatiscrucialforaskilledandhealthyworkforce.Urbanandrural
marketshavebeentransformedbythegrowthofretail,logistics,ande-commerce
industries,leadingtomoreefficientsupplychains. Asurbanizationandtechnology
continue to evolve, the service sector emerging as the leading driver oflndia's
economy, providing jobs, technological innovation and global trade

competitiveness.
ChallengesandRoadblocks

Withitsexponentialgrowth,theservicesectorinlndiahasitsshareofbottlenecks

which,ifresolvedwillunlockgreaterpotential. Theskillsgapwouldbeoneofthe

mainchallengesasalargechunkoftheworkforcedoesnothavetherightskillsas per the
industry demands. Education and vocational training needs a lot of
improvementtomatchthechangingneedsofjobs.Infrastructurebottlenecksbeit

inadequatetransportation,unreliablepowersupplyorminimaldigitalconnectivity —in
rural regions of India also act as challenges for impeccable service delivery.
@ﬁle improvements have been made to this, starting a business in India is never
withoutitspermanentbureaucraticissuesandirregularpolicyenforcementwhich  can
affect the ease of doing business. India's service exports, especially in IT and
BPO,areheavilyreliantonoverseasmarketsandbecauseofthis,theyaresensitive to

global economic changes and protectionist measures.
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Lack of technological
Infrastructure

Regulatory complexities

Talent shortage

Figure2.4:ChallengesandRoadblocks

Moreover, automation and %cial intelligence bring with them potential
opportunities but also potential threats in the form of job displacement within
traditional service sector roles, which could negatively impact employment rates.
Resolving these issues necessitates policy interventions, investments in education
and infrastructure, and ongoing innovation to keep the sector’s growth

momentum.
FutureDirectionsandPolicyRecommendations

Keywordsartificialintelligenceautomationfinteche commercegigeconomyThe
silver lining The Indian service sector is experiencing buoyed economic reforms.
Digitization trends are transforming industries, optimizing processes, giving new
business opportunities - higher penetration of digitalized platforms; cloud
computing; and blockchain. Policy overhauls through skill development, digital
infrastructure and ease of doing business will be needed for sustained growth.
Moreover, enhancing educational systems to prepare an ultra-talented manpower,
investing in R&D and encouraging entrepreneurship can be some ways to assist
Indiatogaincompetitiveadvantageintheglobalmarket. Village-Connectivityand

Financiallnclusionschemeswillincreasetheintegrationofunservedsegmentsinto the

service economy.
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Planningln India

TheRelationship between GDP Growth and Employment Generation) India's
Adoption of Economic Planning India adopted economic planning after
independence in 1947 due to several socio-economic challenges faced by the
countrythatrequiredasystematicdevelopmentapproach.Itseconomysuffered from
a lack of infrastructure, unemployment, low industrialproduction, feudal
landownershipandbackwardfarmingmethodsandacutepoverty.Indiansociety
wasdecimated,economicallyimpoverishedbycenturiesofBritishcolonialrule,
with an underdeveloped industrial sector and a largely illiterate population. In
addition, regional disparities in development led to stagnation in some parts
the country and have resultedin only some of the country to have economic

opportunities years ahead of the rest.

Responaible for formulation Established by Government
of ecanomsc flans - » of India in 1950

ECONOMIC PLANMING IN INDIA

& LY

Consiata of experts in banking, The Prime Minister acts a= Ex-officia

fnance, eic Chairman of the Manning Commission

Figure2.5:EconomyPlanningInIndia

The global context also played a role in making India’s decision; economic
planningasatoolforrapiddevelopmentwasbeginningtobeadoptedbymany
newlyindependentnations. WithsocialismastheidealandSovietmodelasthe

inspiration, India adopted central planning by creating the Planning
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Commission in 1950 to mobilize resources and allocate them towards priority

sectors for economic stability and growth.
SuccessesofPlanninginIndia

India’sownplannedeconomyhasdeliveredconsiderablesuccessesoverdecades.
Indeed, the most significant achievement had been the introduction of the Green
Revolution, which had converted India from a food-deficientto a self-sufficient
and food-in-exporting nation. The state led to theestablishment of coal, energy,
and steel all bedrocks of industrial development. Transport, communication, and
power-generating infrastructure also expandedand supported economic growth.
ThecreationoflI TsandIIMswereeducativeadvancementsthataddedstrengthto
India’s human capital. Progress in medicine also led to longer life spans and less
infant mortality. Apart from infrastructure and other development planning aided
poverty reduction through special schemes for the poor like the Integrated Rural
Development Program and Mahatma Gandhi National Rural Employment
Guarantee Act. Economic liberalization, effective since 1991 as a consequence of
ashiftinpatrioticplanningtosucceedbyfallingunderthepriorityontheplanning  sector
of country, loosened India’s economy that used to discourage foreign
investmenttoapointwhereeconomicgrowthandtechnicaladvancementbeganto  be
facilitated Today, India is one of the fastest-growing major economies in the
world and this marks the resultof the groundwork from planning that has borne

fruit.
FailuresandCriticalityofPlanninginIndia

Regardless of its achievements, planning in India has attractedserious criticism.
The inflexible bureaucratic system generally resulted in inefficiencies,graft and
delays in carrying out tasks. The License Raj, which controlled industrial policy
before liberalization, strangled private enterprise and economic dynamism.
Numerous strategies for the planning process — including five-year plans did not

adequately tackle oppressive income inequalities, while poverty continued to
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plaguesociety,withmanyeconomiccyclesbeingindexedoneffortstoeradicate it.
Industrialexpansion lagged behind expectations, and the creation of jobs fell short
of population growth,resulting in high levels of unemployment. And agriculture,
despite the GreenRevolution, was still vulnerable to climate change and farmer
distress. Planning did not address regional disparities either, as some states forged
ahead quickly while othersstagnated in development. It constitutes
thedependenceofstate-leddevelopment,withouttheinfluenceoftheprivatesector

ontheplanningsystem,andthatcreatinginefficiencyinresourcedeployment.The

disasterofacommandeconomyhadbeguntoshowasIndiatooprogressedtowards

aneconomythatneededstructuralreformsandamovefromacommandeconomy to a
free one.The limitation of acentrally planned economy became apparent as India

moved toward a market-based economy which required structural reforms.

PossibilityofEconomicPlanninginlmmenselndia

India's economic planning is no longer a rigid, centralizedprocess but a broad,
flexible, dynamic market driven one were decentralized planning matters more.
After the dissolution of the different Planning Commissionin 2015 followed by
the formation of NITI Aayog, planning has come to focus more on cooperative
federalism, data-centric policy-making, and technological advancement. India’s
economic focus is now on global competitiveness, startups and entrepreneurship
and infrastructure throughprogrammes such as Make in India, Digital India and
Atmanirbhar Bharat. In addition, sustainable development is prioritized -
emphasizing renewable energy, environmental protection and climate resiliency.
Artificial intelligence in planning In fact, a new phase of planning has begun
through artificial intelligence, digital governance, and smart city initiatives that is
compatible with global economic developments. Although the era of five-year
plans is over, long-term strategic planning will continue to be central to India’s
vision of the future particularly its ambition to achieve a $5 trillion economy and
equitable growth for all its citizens. "Future planning between economic and

social-political.
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MixedEconomyModelinIndia

Roleof PublicSector

What has been envisaged is a mixed economy model for the country with strong
emphasis on [%blic sector, which was expected to act as the engine of economic
growth, ensures social welfare and reduces economic inequality in the post-
independence phase of growth. It has historically been important in addressing
market failures, investing in infrastructure and promoting self-reliance. Due to its
strategic importance, sectors such as steel, energy, railways, banking and
telecommunicationswerelargelyunderthecontrolofthegovernment.Indiahasa mixed
economy and it has a limited number of public sector undertakings (PSUs) that
play a very important role in the nation laying down PSUs in important
strategicsectorsandcateringtoimportantnationalinterest,generatingemployment and
providing important services which arenot profitable for private players.The focus
of the government to set up industries in underdeveloped regions has also played
animportant role in minimizing the regional imbalance. However, given what we
know about the inefficiency and bureaucraticred tape associated with state-owned
enterprises, @re have been concerns that they lead to resource
misallocation,lowproductivity,andfinancialburdenontheexchequer. After1991
liberalization, there was a thrust on disinvestment and privatization for efficiency
andcompetitiveness. Whiletherearechallenges,India'spublicsectorcontinuesto
serveasafundamentalbuildingblockoftheeconomy,especiallyinsectorswhere

private sector solutions can fallshort.
RoleofPrivateSector

The Indian private sector has witnessed a transformation that is nothing short of
astounding over the years, post economic reforms of 1991 which decontrolled
industriesandopenedupvarioussectorstotheprivateplayers.Privateenterprises began
under strict regulation that limited their growth (licenses, quotas, government

supervision). The narrative changed after
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liberalization,whentheprivatesectorbecameamajordriverofGDP,employment and
technological innovation. Various sectors, including information technology,
pharmaceuticals, automobile manufacturing, and financial services, experienced
unprecedented growth due to the factors of deregulation, foreign investments and
entrepreneurialculture. Thisspurredanarmyofmultinationalcompanies(MNCs) and
startups in the Indian economy and made India a global hub in services
industry,especiallyinl Toutsourcingandsoftwaredevelopment. However,thefast

developmentofprivatefirmshasposedproblems,includingwealthgap,lowwage and
pollution. But while the private sector has kept the rest of the world moving
withtheirmarket-driveninitiativestoefficiency,innovationandconsumerchoice,

thesuccessandeffectivenessofbusinessisdependentupongovernance,corporate

responsibility and sustainability. Nailing the right wire between economic
liberalisation and control is key to ensuring thegrowth ofthe privatesectoropens

up opportunity to all in society.
ImpactofEconomicReforms

Thelndiangovernment,afterassiduouslyworkingtowardthe(neverattained)zeal

ofthesingle-mindedman,realizMr.Chanstatesthatthegovernmentslistedabove  are
not available as counterexamples because they did not sidestep economic
reforms,butIndiatookaturninstead. ThesereformsheraldedLPG(liberalization,

privatization, and globalization): removing bureaucracy, facilitating foreign
investments, and enhancing competition. The main features of this economic
reformincludedloweringtradetariffs,deregulatingsectors,adjustingtaxsystems, and
promotingforeign direct investment (FDI). Consequently, India experienced
aboomineconomicgrowth,asreflectedintherapidgrowthinGDP,strengthening of
foreign exchange reserves, and India's emergence as a player in different markets
worldwide. Onlythe IT and services sectors thrived, generating millions of jobs
and establishing India as the H-1B of tech and outsourcing. The economic
reforms, however, also surfaced challenges such as widening income inequality,

rural-urban disparities andjob insecurity in

109

Issuesin
Agriculture
andIndustry




IndianEc
onomy&
Policy

some sectors due to automation and outsourcing. The agrarian crisis earlier
marked by farmers distress and lack of support to farmers is currently a cause of
concern. Although these reforms contributed to considerable economic
development, more work was needed on inclusive growth, social welfare, and

sustainabledevelopment to ensure economic benefits percolate to the grassroots.

ChallengesofaMixedEconomy

However, India's mixed economy model also poses challenges of its own as the
government strives to maintain an equilibrium between state controland market
flexibility. Bureaucratic inefficiency: One of the main areas of concern is
inefficiencyinbureaucracy,leadingtodelaysandcorruption,andpolicyparalysis. The
presence of a robust public sector along with a vibrant private sector occasionally
creates competing interests, making economic decision-making an intricate affair.
The second dimension of thisissue is income inequality, where economic rewards
are  unevenly  distributed, resulting in  discrepancies  between
urbanandruralpopulationsandevenbetweenincreasinglystratifiedsocialclasses.
Unfortunately, generations beating around the bush without improving the
infrastructureandproductivitylevels,whicharevitalforanyrevolution.However,
market-driven policies have traded off efficiency for the monopolization of key
industries, labor practices that exploit the working class, and a lack of access to
basic services for poor communities. Further, rapid industrialization and
urbanization arealso leading to the degradation of the environment threatening
long-termsustainability.]JEnsuringeconomicdevelopmentwithoutcompromising
onsocialequitycontinuestobeanelusivechallengeforpolicymakers,demanding
timelyandeftfectiveinterventionsandresponsivepoliciestonavigatethechanging

economic and social landscapes.

FutureProspectsandrecommendationsforpolicy

In this context, India has set a great example of how the growth story can be

complemented with social and economic equity for shared prosperity the path
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aheadliesinstrategicpolicychoicesthatleadustoajourneyofeconomic growth while
ensuring a dynamic economy at the same time. Improving public-private
partnerships (PPPs) to fill infrastructure shortfall, enhance servicedelivery, and
increase efficiency A simplified process of doing business by lowering
bureaucratic bottlenecks, streamlining regulatory frameworks, and promoting
entrepreneurshipcanpropelthemmoreeconomically. Thenewopportunitiesfrom

thedigitaleconomyandstepstoinvestintechnology,Alandgreenenergyiswhat ~ will
finally set India up to become a global leader in innovation. Therefore, workers'
laws should be reformed to balance the rights of the former and companies'
flexibility. Rural development will ensure balanced growth initiatives will be
formulated to better rural development, empower more and more farming sectors,
boost agricultural productivity and ensure better financial inclusion. Actually,
policymakers should also pay attention to ensure environmental sustainability
such as clean energy, waste management and climate resilience. A
coherentpolicyframeworkthatbalanceseconomicliberalizationwithstrongsocial

safety nets will help maintain the strength of India's mixed economy as an entity
that is resilient, inclusive, and able to adapt to globalization-type changes in the

global economy.
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IMPORTANTECONOMICMODELS

EconomicVisionoftheBombayPlan

In this context, it is only the Bombay Plan that stands out as the Labour Planning
Act(1944),draftedbyeminentindustrialistsofthetime,includingJ.R.D.Tata,
G.D.Birla,LalaShriRam,amongothers,reallyputtogetherthisdocumenttomake
aneconomicplanforthe country. Itwasdistinctiveinbeingaplanbutonerooted in the
private sector, which called for a state-led industrialization and not afree- for-all
capitalism. Upon independence, it acknowledged that India wouldrequire heavy
state intervention to send the economy on a path of growth supported by industry
and infra development. It called for huge spending on vital sectors,
includinginfrastructure,education,andhealthcare,alongwithshieldingdomestic
industriestocreateself-sufficiency.Oneofthemostdistinctivefeaturesoftheplan  was
the emphasis on the need for a mixed economy, in which both public and private
sectors would exist, but the state would play a predominant role in directing
economic development. The Bombay Plan also advocated for deficit
financingandagradualtransitiontowardsheavyindustries,whilemakingsurethat India
could grow without depending too heavily on foreign capital. Although the
planwasneverofficiallyadoptedbythegovernmentithadasignificantimpacton
India'seconomicpoliciesinthe1950sand1960sandwasdinosaur’soutlook..But it was
also criticized for its protectionist policies, which eventually resulted in
inefficiencies in sectors that wereinsulated from competition. Despiteitsfailures,
and many criticisms over the years, the Bombay Plan was a seminal document in
defining India's post-independence economic thinking - emphasizing the @d for
state intervention over state control, and asserting the importance of planning

without denying a role for private enterprise.
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SelfSufficientEconomyCenteredAroundRuralAreas:TheGandhianModel

The Gandhian Model, in sharp contrast to the Bombay Plan's focus on
industrialization,wasaparadigmforeconomicdevelopmentbasedonMahatma

Gandhi's philosophy of self-reliance, decentralization and village industries.
Given that approximately 80% of the population lived in villages, Gandhi felt
that the economic structure of India needed to revolve around those villages
when building the country. His model emphasized small-scale industries,
handicrafts, khadi, and cottage industries, claiming that mass-scale
industrialization will decrease jobs, urban congestion and social inequalities.
KnownforSarvodaya,welfareforall, Gandhitaughtthatbusinessesandwealthy

peopleshouldactastrusteesofwealth,whichmeanttheyneededtoensurethat wealth
was distributed to the poorest parts of society as opposed to acting as selfish,
profit-making seekers. The Gandhian Model advocated cooperatives,
minimalinterferencefromthestate,andmoraleconomicsinwhichtheeconomic

policies are with ethical and sustainable principles. He vehemently rejected
centralized economic planning and major industrial projects, arguing that
villagesshouldbeself-sufficient(GramSwaraj)andproducewhattheyneedfor food,
clothing, and essentials. This model also tried to defend Swadeshi (own
production own consumption) as a way of saving the native industries from
being plundered by aliens. But the Gandhian Idea was utopian with moral
footingandstutteredinamodernizingworldwheregrowthandprogressthrough

industry and technology were already getting a higher value. After
independence, the Nehru administration and the other policymakers effectively
shelved this model in favor of a state-centric model of industrialization,
althoughtherearecertainpersistentelementsofGandhianeconomicsinpolicies

relatedtoruraldevelopment,microfinanceorsustainableagriculture.As
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contemporary economic @:erns have made their way towards policy-making

corridors, the influence of Gandhian thought in current
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economic systems remains intact as various institutions like Khadi and Village
Industries Commission (KVIC) as well as several rural employment initiatives

even todaycontinues to uphold the Gandhian spirit.

2.6.3NehruMahalanobisModel

Nehru-MahalanobisModel:SocialismandHeavyIndustrialization

India’s First Structured Long-Term Growth Strategy — The Nehru-Mahalanobis
Model: The Nehru-Mahalanobis Model, formulated during the 1956-61 Second
Five-Year Plan, was India’s First Structured Long-Term Growth Strategy.
Informed by Soviet-style planning and the mathematical models of P. C.
Mahalanobis, it prioritized heavy industries, capital goods and public sector
enterprisesasthepillarofeconomicdevelopment.Findingmodernizationthrough
haste of industrialisation as a key to achieve economic independence,
technological advancement and poverty alleviation, Prime Minister Jawaharlal
Nehruadopted this route. It advocated for centralised planning, investment ey
sectors such as steel, energy and aerospace, and a constrained private sector.
Import substitution also was a priority of Soviet economy because the least
dependencyonforeigngoodscanbeachievedwithdomesticgoods.Thebasicidea was
that the plan prioritized capital-intensive industries, with an implicit assumption
that given time economic growth would provide jobs and that there
wouldbebenefitsofatrickle-downkind. ThePlanningCommissionwasessential
fordeployingthisstrategy,channelingstateresourcestoPSUs(likeSteel Authority
ofIndiaandBharatHeavyElectricalsLimitedandONGC),whilealsoassistingin
infrastructure usage. But the Nehru-Mahala Nobis Model did manage to build a
robust industrial base which also forced bureaucratic inefficiencies, over
centralization and sluggish private sector growth. Market-driven reforms were
eschewed in favor of state-led development and this paved the way for the

infamousLicenseRaj-amyriadofcomplexregulations,thatstifled

115




entrepreneurshipandcompetition. Wemayviewitasflawedinmanyrespects,yet this

policy was critical in setting the foundation for India’s industrial
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sector, which thereafter pavedthe way for economic liberalization in 1991. State
control and economic freedom is the key debate in today’s Indian economic
policy, thus a combination of all three models, Bombay Plan’s mixed economy,
Gandhian decentralization and Nehruvian industrialization continues to exist

today.
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UNIT9OBJECTIVESANDACHIEVEMENTSOFECONOMIC
PLANNING IN INDIA

PlanningObjectivesintheIndianContext

In India, overdecades, the objectives of planning have undergone change. While
the immediate aim was to ensure rapid growth, reduce income inequalitiesand
eliminate poverty. The First Five-Year Plan (1951-56) focused on g‘gﬁcultural
growth for food security and the Second Plan (1956-61) emphasized
industrialization, particularly heavy industries. Development Planning stretched
beyondeconomic growth to include modernization, employment generation and
self-reliance in vital sectors like defense and technology. Other goals were to
improve literacy rates, expand healthcare, reduce regional disparities, and ensure
sustainable use of natural resources. In the 1960s, the Green Revolution were

planned strategies to increase agricultural productivity.

ObjectivesofEconomicPlanningin India

Economic Growth: One of the primary objectives of economic planning in India
wastoacceleratethepaceofeconomicgrowth. Atthetimeofindependence,India
wasapoorandunderdevelopedeconomywithlowpercapitaincome. Theplanning
processaimedatincreasingnationalincomeandimprovingthestandardofliving.
Through systematic investments in agriculture, industry, and infrastructure, the
Five-YearPlanssoughttobuildarobusteconomicbasecapableofsustaininglong- term

development.

2. Self-Reliance:Reducingdependenceonforeignaidandimportswasakeygoal.  In
the early years of planning, India heavily relied on imports for essential goods,

technology,andcapital. Economicplanningaimedatachievingself-sufficiency
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through the development of domestic industries, particularly in strategic sectors

like steel, chemicals, and machinery.
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The emphasiswasonimportsubstitution,buildingindigenouscapabilities,and Issuesin

Agriculture

encouraging the use of local resources and technology. andindustry

3. EmploymentGeneration: With a large and growing population, creating
employment opportunities was a critical objective. Planning focused on labor-
intensivesectorssuchasagriculture,small-scaleindustries,andruraldevelopment.

Programs and schemes were designed to absorb the surplus labor force in
productive employment. The idea was not only to reduce unemployment but also
to address underemployment and improve the quality of work available to the

population.

4. ReductionofInequality:Economicplanningalsoaimedtoreduceinequalities  in
income and wealth. There was a focus on both interpersonal and regional
disparities. Land reforms, progressive taxation, and policies promoting social
welfare were introduced to address the issue of income inequality. Special
programs were launched for underdeveloped regions, Scheduled Castes (SCs),
ScheduledTribes(STs), andother disadvantaged groupstoensuremoreequitable

development.

5. PovertyAlleviation: Eradicating poverty was an overarching goal of all Five-
YearPlans. Variousanti-povertyprogramsliketheIntegratedRuralDevelopment
Programme(IRDP),JawaharRozgarY ojana(JRY),andlatertheMahatmaGandhi
NationalRuralEmploymentGuarantee Act(MGNREGA )wereintroduced. These
schemesfocusedonprovidingbasicneeds,creatingemploymentopportunities,and

empowering the poor to become self-sufficient.

6. Modernization: Modernization of the @nomy was considered essential for
growthandcompetitiveness.Planningencouragedtheadoptionofnewtechnology
inagriculture(asseenintheGreenRevolution),expansionofhighereducationand
technical training, and industrial modernization. It also included reforms in

administration and governance to improve efficiency and transparency.

120




7. BalancedRegionalDevelopment:India’svastgeographypresentedchallenges of
uneven development across regions. Economic planning aimed to correct these
imbalances by promoting development in backward and rural areas. Special area
developmentprograms,transportandcommunicationnetworks,andincentivesfor

industries in underdeveloped regions were introduced to Qure inclusive growth

across all states and territories.

AchievementsofEconomicPlanninginIndia

1. DiversifiedEconomicStructure: A major achievement of planning has been
the transformation of India's economy from an agrarian-based system to a
diversifiedonewithasignificantcontributionfromindustryandservices.Overthe

decades,theshareofagricultureinGDPhasdeclinedwhilethatofmanufacturing ~ and
services has increased. This structural transformation has laid the foundation for a

more resilient and globally integrated economy.

2. AgriculturalGrowthandFoodSecurity:Indiaachievedsignificantsuccessin

agricultural production, particularly during the Green Revolution period.
Investment in irrigation, fertilizers, high-yielding variety (HYV) seeds, and
agriculturalcreditledtoincreasedproductivityandfoodgrainoutput. Thisensured food
security for the population and reduced dependence on food imports,

transforming India from a food-deficient to a food-surplus country.

3. Expansionoflnfrastructure: Planning played a vital role in developing
infrastructure such as roads, railways, power generation, and irrigation facilities.
Theestablishmentoflargemulti-purposeriver valleyprojectslikeBhakraNangal and
Hirakud Dam contributed to agricultural and industrial growth. Expansion of
communicationnetworksandtransportationalsofacilitatedtradeandconnectivity

between regions.
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4. Industrialization: A well-developed industrial base was created under the
planning regime. The government established public sector undertakings (PSUs)
in key industries like steel, oil, engineering, and chemicals. The development of
heavy industries helped reduce import dependence and promoted technological
capabilities. Institutions such as ISRO and BHEL emerged during this phase,

marking progress in both industrial and scientific fields.

5. HumanDevelopment: Investment in education, healthcare, and social welfare
improved human development indicators. Literacy rates, life expectancy, and
access to basic amenities increased significantly. Programs under the Minimum
NeedsProgrammeensuredprimaryeducation,ruralhealth,andsafedrinkingwater ~for
a large portion of the population, contributing to social upliftment and

productivity.

6. ReductioninPoverty: Although poverty remains a concern, planning has led to
a consistent decline in the proportion of people living below the poverty line.
Targeted welfare schemes, employment programs, and rural development
initiatives helped improve the income and living standards of the poor. Social
safetynetsanddirectbenefittransfersinrecentyearshavefurtherstrengthenedthis

achievement.

7. DevelopmentofthePublicSector:Economicplanningledtotheemergenceof

astrong publicsector, which was considered essential forcommanding heights of
the economy. Key sectors such as banking, insurance, transport, and energy came
under state control. Public enterprises contributed significantly to capital
formation, employment, and balanced regional growth, especially in the early

phases of industrialization.
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MCQs:
Whichofthefollowingisakeyfeatureoflandreforms?

Increasedindustrialization
Abolition of intermediaries
Expansionoftheservicesector

Reductionofforeigntrade
TheGreenRevolutionprimarilyfocused ofwhichcrops?

Fruitsand vegetables
Riceand wheat
Pulsesand oilseeds

Spicesandcondiments
AmajorchallengeinagriculturalmarketinginIndiais:

Abundanceof storagefacilities
Efficienttransportationnetworks
Lackofregulatedmarkets

Highlevelsoffarmereducation

TheMinimumSupportPrice(MSP)isprimarilydesignedto:

Increaseindustrialprofits
Protectfarmersfromprice fluctuations
Promoteforeign investment

Reduceservicesectorgrowth
MSMEsplayasignificantroleintheIndianeconomyby:

Dominatinglarge-scaleindustries
Generatingsubstantial employment
Focusingsolely on exports

Controllingthefinancialsector
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AkeyobjectiveofIndia'sIndustrialPolicyisto:

Decreasetechnologicaladvancement
Promotebalancedregionaldevelopment
Reduceexport competitiveness

Limitprivatesectorparticipation
Historically,thepublicsectorcontributedtoeconomicdevelopmentby:

Neglectinginfrastructure development
Establishingbasic andheavy industries
Focusingsolely onconsumer goods

Ignoringrural development
Theservicesectorin Indiaisknownfor its:

DecliningcontributiontoGDP
Rapidgrowthanddiverseactivities
Limitedemployment generation

Exclusivefocusonagriculture

Agriculturalpricepolicycanaffectfarmersby:

Havingno impactontheir income
Influencingtheirproductiondecisions
Reducingtheiraccesstocredit

Decreasingthedemandfortheir crops

. AmajorchallengefacedbyIndia'sindustrialsectoris:

Abundanceofskilled labor
Highlevelsoftechnologicalinnovation
Inadequateinfrastructure

Efficientregulatoryframeworks
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1.

10.

9.

10.

ShortQuestions:
Whatarethekey featuresoflandreformsinlndia?

Whatwastheimpact oftheGreen Revolution?

. WhatarethemajorchallengesinagriculturalmarketinginIndia?

Explaintheconcept oftheMinimum SupportPrice(MSP).
Whatisthe roleofMSMEsin thelndian economy?
Whataretheobjectivesofindia’sIndustrial Policy?
Howhasthepublicsectorcontributedtolndia’seconomic development?
Whatistherole ofthe servicesector inthelndianeconomy?
Howdoestheagriculturalpricepolicyaffectfarmers?
Whatarethemajorchallengesfacedbylndia’sindustrial sector?
LongQuestions:
DiscusstheimpactoflandreformsonIndianagriculture.
Analyzethesuccess andlimitationsoftheGreen Revolution
Whatarethekeychallengesinagriculturalmarketing?
Explaintheroleof theMinimum Support Price(MSP).
DiscusstheroleandchallengesofMSMEsinIndia.
Explaintheobjectivesandimpactoflndia’sIndustrial Policy.
Analyzetheperformance ofpublicsectorenterprisesinlndia.
Whatarethefactorsbehindtherapidgrowth oftheservice?
WhatarethemajorreformsneededinIndia’sindustrialsector?

Howcan Indiabalanceagriculturalgrowthwithindustrial development
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Glossary

Term

Definition

HumanDevelopmentIndex
(HDI)

Compositeindexmeasuringlifeexpectancy,education,and
income.

LifeExpectancyatBirth

Averageyearsanewbornisexpectedtolive.

MeanYearsofSchooling

Averageyearsofeducationreceivedbyindividualsaged 25+.

GrossNationallncome (GNI)

Totaldomesticandforeignincomeearnedbyanation’s citizens.

AbsolutePoverty Conditionofextremedeprivationofbasicneeds.
RelativePoverty Povertyinrelationtotheaveragestandardoflivingina society.
Conditionwherepeoplewillingtoworkatexistingwagesdo not
Unemployment . peop g gwag
find jobs.
Inflation Sustainedriseingeneralpricelevels.

Gini Coefficient

Measureofincomeinequality;Oisperfectequality,1is maximum
inequality.

StructuralUnemployment

Joblessnessduetomismatchbetweenskillsandjob requirements.




Summary

Thismoduleemphasizeshumandevelopmentasacoreeconomicindicatorandexplores India’s
performance in health, education, and income. The HDI is used to evaluate life expectancy,
school enrollment, and GNI per capita. The module identifies four critical

challenges: poverty, unemployment, inflation, and income inequality. These are examined
through their causes, effects, and policy responses like MGNREGA, Skill India, and PDS. It
concludesbystressingtheneedforinclusivedevelopment,bettergovernance,andinvestment in
social infrastructure to elevate India’s HDI and ensure equitable economic growth.




MCQAnswers-

1.

¥ o N kWD

(b)Abolition of intermediaries
(b)Riceandwheat

(c)Lackofregulated markets
(b)Protectfarmersfrom price fluctuations
(b)Generatingsubstantial employment
(b)Promote balanced regional development
(b)Establishingbasicandheavyindustries
(b)Rapidgrowthanddiverseactivities

(b)Influencingtheirproduction decisions

10. (c)Inadequateinfrastructure




MODULEHIMONETARYANDFISCALPOLICYININDIA

Structure

Unitl0 Monetarypolicyinlndia,InstrumentsofMonetary
Policy

Unitll Blackmoneyinlndia

Unitl2 FiscalPolicyinIndia

3.0 OBJECTIVES

Understandtheconcept,objectives,andinstrumentsofmonetarypolicyin India.
Analyze the role 0T the Reserve Bank of India (RBI) in regulating
monetarypolicy.

Examinethecauses,impact, andmeasurestocontrol blackmoneyinIndia.
Explainthecomponents,objectives,andsignificanceoffiscalpolicyinIndia.
Evaluate the impact of monetary and fiscal policies on economic growth and

stability.
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UNIT 10 MONETARY POLICY IN INDIA, INSTRUMENTS
OF MONETARY POLICY

3.1MonetaryPolicyln India

Monetary policy is about the process through which a central bank, like the
ReserveBankofIndia(RBI),controlsmoneysupplyandinterestratesinaneffort to
promote macroeconomic stability and growth. It's an essential weapon against
inflation, liquidity, and financial stability. Monetary policy in India
hasundergonesubstantialevolution;fromfocusingoncurbinginflationandexchange
ratestabilityduringthepre-liberalizationyearstoaccommodatinggrowthandprice
stability in the post-liberalization era. One of the primary functions of the RBI is
theformulationandconductofmonetarypolicyinaneconomy,whichisgoverned by
laws such as theReserve Bank of India Act, 1934 and the Monetary Policy
Framework Agreement, 2016. Such monetary policy influences t@ economy
through multiple channels like changes in interest rates, modifying open market
operations,andalsowithreserverequirementswhichtogetheraffectconsumption,
investment, and overalleconomic activity. In a growing economy like India, a
sound monetary policy is crucial for the financial stability of the economy, for

minimizing uncertainties, and forsustainable development.

Government Policy

Monetary I"1scal
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Figure3.1:GovernmentPolicyFramework

Monetary
AndFiscal
Policy in
India

'3.1.10bj ectivesofMonetaryPolicyinIndia

Monetarypolicymainlyaimstomaintainpricestability,andtopromoteeconomic
growth,financialstability,andexchangeratestabilityinIndia.Pricestabilityrefers
toinflationbeingmaintainedwithinthetargetset bythegovernmentandtheRBI, and
thatit does not severely dislocate economic activities by causing excessively high
price fluctuations. The inflation-targeting framework (which the RBI is
requiredtofollow),wasadoptedin2016andinstructstheR Bltokeepinflationat 4%
(with a target band of +/-2%). Monetary policy has an important role in
promoting credit expansion and investment to support industrial and agricultural
growth, the other main goal ofits central bank. By preserving the integrity of the
banking and financial system, it protects against economic shocks that could lead
to acrisis, and ultimately no economy would be disrupted. Further, the exchange
rate has to remain stable and manageable for externaltrade of the economy and
sustenance of investors. The RBI intervenes in the forex market tocheck undue
fluctuations in the value of the rupee. However, balancing these goals is essential
becauseover-emphasizingoneaspectatthemargin(e.g.,pricestability)canstifle

growth, while disregarding financial stability can give rise to systemic risks.

3.1.2InstrumentsofMonetaryPolicyinIndia

The RBI use different tools to control money supply & credit conditions in the
economy. Such instruments fall broadly intoquantitative as well as qualitative
tools. The quantitative instruments are thie repo rate, reverse repo rate, cash
reserveratio(CRR),statutoryliquidityratio(SLR),andopenmarketoperations

(OMO). The repo rate is the rate at whichthe RBI lends funds to commercial
banks, and this impacts the overall cost of borrowing in the economy. An

increase/decreaseinreporateshouldreflectininterestratesonloansand
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deposits and will have an impact on consumption and investment. The reverse

repo rate helps to suck excess liquidity from the system by letting
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IEnc‘iiigmy banks park any surplus funds withthe RBI. CRR is the proportion of a bank’s

& Policy totaldepositsthatmust,ataminimum,bekeptasreserveswiththeRBlandaffects
howmuchitcanlend.SLRisaruleforbankstoreserveaportionoftheirdeposits in the
formof government securities to maintain fiscal stability. OMOs are the process
of buying and selling government securities in the open market for
liquiditymanagement.Underqualitativedevices, itincludescreditration, —margin
requirement, moral suasion, selective credit control, etc. Collectively, these tools

allowtheRBltoguidetheeconomyinthedirectionofitsmonetarytargetsaswell as react

to external and domestic challenges to the economy.

Instruments of Monetary Policy
in India
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Figure3.2:InstrumentsofMonetaryPolicyinIndia
EvolutionandImplementationofMonetaryPolicyin India

Indiahasprogressivelyliberalizeditseconomyandwitnessedsignificantchanges
ineconomicformationsthatinfluencedtheconductofmonetarypolicy.Inthepre-
reform period (1947-1991), monetary policy primarily revolved around deficit
financing and credit control, withthe RBI playing a passive role in interest rate
determination. The liberalizationperiod (1991 onwards) saw the emergence of a

significant shift- with market driven interest rates, flexible
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exchange rate management, having inflation targeting. The Monetary Policy
Committee (MPC), which has been in place since 2016, is apivotal board that
decides policy rates and ensures transparency in decision-making. The panel,
\@hich consists of members from the RBI as well as those appointed by the
government,convenesbi-monthlytoassesseconomicscenariosandreviseinterest

rates in response to the same. Policy effectiveness was substantially improved
with the move to a structured inflation-targeting regime from a multi-indicator
approach.Nevertheless,adverseshocksliketheglobalfinancialcrisis,globalcrude  oil
price fluctuations, and capital flow volatility continue to pose challenges towards

implementation.
ChallengesandFutureofMonetaryPolicyinIndia

Monetary policy in India has undergone a change over the years in response to
changing economic conditions both domestic and abroad, and other structural
issues within the economy. Reducing the cost of credit has aided faster economic
activity—especially afterdisruptionssuch asthe 2008globalfinancial crisisand the
Covid-19 pandemic — but India’s monetary policy framework faces a set of
intricate and often conflicting headwinds. The Reserve Bank of India (RBI), with
its dual objectives of price stability and growth promotion, always encounters
difficult trade-offs. Well, when inflation spikes, the central bank is forced to raise
interest rates to squelch prices. But such rate increases can discourage borrowing
and investment, which in turn can slow the economy. Alternatively, to boost
economic activity in a slowdown, the RBIcan cut interest rates to infuse liquidity
inthesystemandspurconsumptionandinvestment,butthatcouldcauseinflation to go

up, particularly if there are supply side issues.

Complicatingthepicturearetheglobalcurrentsofrisingorfallinginterestratesin

theadvancedeconomies,especiallytheUnitedStates. Thelndianrupeealsotends to
depreciate when the U.S. Felderal Reserve tightens monetary policy as capital
flowsoutofeconomiessuchasIndia. Thatmakesimportsmoreexpensiveandadds ~ to

inflation. Similarly, geopolitical developments such as the Russia
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-Ukraine conflict or instability in the Middle East lead to global crude oil prices
andresultininflationarypressuresinacountrylikelndia,whichimportsmorethan
80%ofitsoildemand.SuchexternalshocksmeantheRBImustbeperpetuallyon its toes

and open to learning from it’s experience.

Domesticstructuralfactorsalsolimittheeffectivenessofmonetarypolicy.Oneof  the
key issues has been that of the ballooning non-performing assets (NPAs) of
banks, particularly of public sector banks. While measures such as asset quality
reviews and the Insolvency and Bankruptcy Code (IBC) have helped, stressed
assetscontinuetobeanobstacletoahealthygrowthincredit.Itaddsthatrestricted

financial inclusion, particularly in rural and semi-urban areas, is a drag on the
effective unidirectional propagation of monetary policy signals across all the
sectorsoftheeconomy.Thisisthecaseespeciallywhenpolicyratechangesdonot get

transmitted fully and effectively into lending and deposit rates.

But digitalis the onlyhope for a digital financial economy and the news is not all
badinIndia.Thegenesisofdigitalpayments,thattoo,thankstoplatformssuchas Unified
Payments Interface (UPI), has changed the way we transact. Another dimension
in which the management of monetary policy is embedded with new challenges is
the rise in fintech solutions and interest in cryptocurrencies. These changes
require more adaptable and forward looking regulatory frameworks to maintain

the stability of the financial system.

Goingforward,theefficacyoflndia’smonetarypolicywillhingeonaconstellation ~ of
factors: greater coordination across monetary-fiscal policy, institution-building
like the Monetary Policy Committee (MPC), liquidity management tools and the
deepening of financial markets. Real-time analytics, Al and big data based data-

driven decision-making will increasingly become important as well.
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BLACKMONEYININDIA

MagnitudeofBlackMoneyinIndia

India'sblackmoneyproblemismatterofgreatdebateasitishardtogetaccurate
number because of its secretive nature. The estimates by government
committees, economists and international agencies, place India’s black
economyanywherebetween20-30%oftheofficial GDPofthecountryrunning
intotrillionsofrupees.Overtheyears,severalstudieshavetriedtoquantifythe
amountofblackmoney,butopaquedatapreventsexactestimates.Blackmoney is
witnessed at some level in almost every sector, especially in real estate, gold
market,most of the offshore accounts, and large value cash transactions.
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Figure3.3:MagnitudeofBlackMoneyinIndia
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NIPFPandRBI:GrowthofParallelEconomy ' ShiftedFinally'-NIPFPandCBDT
Reports (RBI) suggesting growth of parallel economy from unaccounted income
Noting that unaccounted for funds are typically held in cash (internally) in India
or routed through shell companies, the Indian government had released a White
PaperonBlackMoneyinlndiain2012.Internationally,alargenumberofindians
havebeendiscoveredtoholdoffshoreaccountsintaxhavenslikeSwitzerland,the
Cayman Islands and Mauritius, usually through complex money-laundering
practices. The 2016 demonetization of 0ldX500 and 1000 notes were one of the
government’s boldest moves touted at the time to be a strike against black money

but its efficacy remains in question.
CausesofBlackMoneyin India

Thehighprevalenceofblackmoneyinthelndianeconomyisattributedtovarious

structural, economic, and administrative factors that promoteunaccounted
transactions in the economy. The number one reason is that the tax rate isa little
excessive, leading people and businesses to underreport income to avoid being
taxedsoheavily.India'staxsystemwascomplicatedandarbitraryandledtolarge- scale
tax evasion, especially before GST came into execution. The other major reason
is corruption, where government officials, politicians, and bureaucrats indulge in
bribery and nepotism which enables the black money to prosper. Weak
enforcement of financial laws, regulatory loopholes, and inadequate punishments
contributetoanenvironmentwhereindividualsandcorporationsare  emboldened to
engage in illicit financial activities. Money laundering is a huge issue here at
homeandtherealestateindustryisoneofthebiggestfacilitationstoitwheremany of high
value property transactions are off the books meaning a certain amount of money
goes unreported to evade taxes. Likewise, gold and jewelry shops help obscure

wealth because many purchases
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neverget reported. Another major cause of the black-money culture is the way Monetary

electionsarefunded:Politicalpartiesandcandidatesreceivethousandsandcror ~ ofe A:glflicfr:
rupees through undisclosed sources, further institutionalizing the black-mone India

culture.

Causes of Black Money

Sureaucrats
ax Structure

* Daclining Morale to Pay Taxes

Figure3.4:CausesofBlackMoney

Furthermore, the functioning of hawala networks an underground foreign
exchange route also helps black money move across countries without coming on
theradaroffinancialregulators. Anotherwaytohideillicitwealthoverseasisvia
international trade mis invoicing, where exports are under-invoiced and imports
are over-invoiced. As if this wasn'talready a poison pill for the black economy,
the rise of digital and crypto transactions has only added to the complexity with
theanonymitythatsuchfraudsterscanseekwhendealingincash.India,toaddress
thesereasonshasadoptedvariousmeasures,such Asanti-moneylaunderinglaws.
Barring the tackling of systemic corruption and a radical strengthening of
enforcement mechanisms, it will remain a grave challenge to generate and,thus,

generate black money.

ImpactofBlackMoneyonthelndian Economy

BlackMoneyinlIndiatheconsequencesofblackmoneyonthelndianeconomy
aresweeping and extensive, impacting everything from economicdevelopment
andfiscalpoliciestosocialstructuresandcorruption.Oneofthemostimmediate

consequences is the eroding of tax revenues, which reduces
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the government’s ability to finance public welfare programs, infrastructure
projects and development initiatives. The result is that tax rates on honest
taxpayers must be raised by the government to compensate for lost revenue, and
sinceasubstantialamountofincomeisnotreported,thisincreasestheleveloftax

compliancecostandcreatesaviciouscycleoftaxnon-compliance.Secondly,there  has
been the proliferation of a parallel economy,spawned by black money, that skews
market forces and makes monetary measures less effective. The other
consequence, inflationary in nature, is that black money creates an asset price
spiral, where an asset like real estate goes out of reach of the common man,

followed by gold, where black money creates insatiable demand.

Additionally, black money encourages income inequality, where the richest
continue to hoardlarge amounts while those in the lower-income bracket suffer
the most from economic volatility. Additionally, because they are unaccounted,
@e resources are often used in illegal trades such as drugtrafficking, terrorism
funding,andhumantrafficking,makingthemsecurityliabilities. Anothernegative
effectofblack moneyonelectionis,thatitisbeingusedtodisturbthedemocratic
process-electionsascandidateswithunlimitedresourceandnon-disclosablefunds
havemorechancestowinthanacommoncandidate,whichisawayforcorruption
andnepotismtoreachGovernances. Thereareseriousinternationalimplicationsas
well: the illicit funds parked abroad, which fuel the black economy, catalyze
instabilityandbolsterthelackofconfidenceofglobalinvestorsinlndia’sfinancial
system.Toaddresstheseissues,IndiahaslaunchedmanystepsincludingtheBlack
Money (Undisclosed Foreign Income and Assets) Act, 2015, andactions against
shellcompanies.Butthe entrenchednatureofblackmoney,incontrast, remainsa road
block to the economic growth of India, underscoring the importance for stricter

financial mechanisms, transparency and powering the enforcement mechanisms.
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MeasuresTakentoCurbBlackMoneyinIndia

Thelndiangovernmenttookaslewoflegislative,administrativeandtechnologic stepsa
to counter black money and bring illegal wealth into formal economy. One
ofthekeystepstakentowardthisgoalwasin2016,whenthegovernmentdemonetizedthe
¥500and1000notes,withtheaimofcurbingcashthathadbeen
hoarded,increasingtaxcompliance,andpromotingdigitaltransactions.Even though it
lowered cash basedblack money in the short terms, new avenues were available
almost instantaneously for generating black money and to keep it black.
AnothermajorstepwastheintroductionoftheGoodsandServicesTax (GST)in 2017
which was intended to unify India's fragmented tax and reduce avenues for tax
evasion. Also, the Benami Transactions (Prohibition) Act, 2016 was amended
toactagainstassetsthatwereheldinfictitiousnames,andtheBlackMoney
(UndisclosedForeignlncomeandAssets)Act,2015,waslegislatedtoeffectively
prosecute individualswhohadunreportedincome or wealthoutsideIndia. The
authoritieshavealsoimprovedfinancialintelligencesystems,includingthe
implementationofAl-basedalgorithmstoidentifysuspicioustransactionsandthe
mandatorylinkageofP AN(PermanentAccountNumber)withAadhaartoprevent tax

evasions.

Notably, the introduction of strict anti-money laundering measures, such as the
Prevention of Money Laundering Act (PMLA), 2002, which has undergone
amendments to curb black money, the crackdown on shell companies, and
enhanced scrutiny of political funding, stands testament to India's dedication
towards establising black money, moneymaking, and tax evasion as a thing of the
past.ThedigitalpaymentmodeareheavilypromotedsystemssuchasUPI(Unified

Payments Interface), Bharat QR, mobile wallets,which Indian people should use
facilitatepredominatelylesscash.Onthelnternationalfront,Indiahasparticipated  in
global initiatives like Foreign Account Tax Compliance Act (FATCA) and
CommonReportingStandard(CRS)aimedtowardstrackingoffshoreaccountsand

transparency in financial dealings. @spite these efforts, challenges persist

including bureaucratic inefficiencies, corruption, and evolving
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money laundering strategies. Developing enforcement mechanisms, enhancing
awarenessandusingadvancedfinancialtechnologieswouldbeaninstrumental for

effective continuation of anti-black money efforts inIndia.

ConclusionandWayForward

The black money problem in India is systematic, caused by structural
inefficiencies, pervasive corruption, and poor implementation. Although
numerous steps, including legislative reforms, demonetization, digitalisation and
international cooperation, have been taken to combat the issue, black money
persists owing to changing financial malpractices and gaps in regulations.
Advancing the right way is complex, not least because it involves coalescing
around tax changes that reduce incentives to evade and future-proof compliance.
Higher accountability in governance, effective law enforcement agency reform
and judicial efficiency constitute generalizable measures to tackle black money.
Implementing big data analytics, Al-enabled financial tracking, and blockchain
technologycanmonitorsuspicioustransactionsandenhanceregulatoryoversight.

Another factor that encourages deadly financial practices includes a cashless
economy using digital payments, transparency in electoral funding, and
whistleblower protectionprograms. More generally, domestic reform is essential
butthereisstillplentyofinternationalco-operationrequiredmoney,asweknow,  does
not flow in a straight line andtapping into black money in tax havens and shell
companies requires India to maintain close lines of communication with global
financial watchdogs (as well as being a signatory to international treaties such as
OECD’s Base Erosion and Profit-Shifting initiative (BEPS) will help
India’scauseinchasingdownandcleaninguptheillicitwealth.So,therehasbeen  asea-
change,butinordertoyieldaneconomyfreeofcorruptionandblackmoney, there is a
long haul to be covered that needs effective compliance to the policies and some

progressive steps towards financial clarity and a much-needed ethical governance.
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FiscalPolicyInIndia

InIndia,whenwetalkaboutfiscalpolicy,ithasasignificantimpactontheoverall
economictrajectoryofthecountryasitcontrolsgovernmentincomeandspending.
Taxation isan important mechanism of economic stabilization, development and
justice. Date: You are trained on data until 2023-10-01. lggcal policy has two
major aspects, revenue generation through taxation and public borrowing, and
expenditure on capital formation, social sector investments, and subsidies. The
efficacyof fiscal policy in India is reliant on the judicious administration of tax
revenues, public expenditure, budgetary deficits, fiscal reforms, and public debt.
Macro-economic factors, political dynamics, global economic landscape and
financial market stability has all played a role in shaping policy. Fiscal policy in
India is embodied in the Union Budget which would detail the income and
expenditureplanfortheyear.2Budgetpracticeshavechangedtremendouslywith
changes in fiscal policy over the years to improve efficiency, transparency, and
sustainability. @e subsequent sections delve into various aspectsof Indian @cal
policy, including tax reforms, public expenditure, budget deficits, and public debt
management, highlighting the steps India has taken in these areas till date, which

are crucial to understanding current fiscal policy dynamics in India.
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Figure3.5:FiscalPolicy
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TaxRevenue

Tax revenue is the backboneof India's fiscal @icy as it is the honeysuckle for
government to finance developmental activities, public services and welfare
schemes. There ge direct taxes like income tax, corporate tax and indirect taxes
likeGST,roadtax,customsduties,exciseduties.Implementedin2017,GSTwas

amassiveoverhaulnotjustintermsofcombiningaplethoraofindirecttaxesunder a
single tax umbrella but in terms of making tax compliance easier and tax

collection far more efficient.

collection of tax, reduce the tax evasion and boost the economy, the government
keeps on changing the tax policies. Financing policies strive to maintain an
equilibrium between revenue generation and the willingness of taxpayers intheir
compliance as well as l@ensure that taxes are not immunogenic. Despite several
reforms, such as taxevasion, a significant shadow economy and the difficulty of
taxadministrationultimatelyremain.So,youwillseethatthegovernmenthasbeen using
digitalisation in a big way, automation and even artificial intelligence to ensure
tax compliance and reduce revenue leakages. Tax incentives and exemptions are
also offered to promote investment in priority sectors such as manufacturing,

infrastructure, and technology.
PublicExpenditure

Infrastructure, health care will attract higher public expenditure in India Public
expenditurebeinganimportantinstrumentforpromotingeconomicdevelopment,
social welfare and poverty alleviation in India. It includes spending on
infrastructure,education,healthcare,defense,socialsecurityandsubsidies. Their
compositionreflectsgovernmentpriorities,with40percentofpublicexpenditure
devoted to social and economic development. Capital expenditure, including an

investment in infrastructure, industrial growth, andtechnological
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advancements, plays a role in the long-term growth of the economy. In contrast,
revenue expenditure relates to all recurring expenditure -- salaries, pensions,
interestpaymentsetc. In recentyears,therehasbeenanincreasein India’s public
expenditure because of rising developmental requirements, demographic
transitions and socio-economic challenges. Various welfare measures are
undertakenbythethegovernment,includingtheMahatmaGandhiNationalRural
EmploymentGuaranteeAct(MGNREGA),NationalHealthMission,andPradhan
Mantri Awas Yojana, to support the vulnerable sections of society. But the
increasingfinancialburdenofsubsidiesandwelfareschemesmakesitdifficultto sustain
fiscal discipline. In ensuring sustainability in public expenditure, it is imperative
that there are efforts to rationalize subsidies, improve efficiency in government
spending,and enhancethe delivery ofpublicservices.Anothervery important factor
that impacts the effect ofpublic expenditure is the effectiveness of Governance,

transparency in usage of funds and implementation mechanisms.
BudgetaryDeficits

Budgetarydeficitsare afundamental elementof India’sfiscalpolicy, referringto
thedifferencebetweengovernmentrevenueandspending. Thefourmaintypesof
deficits are: @cal deficit, revenue deficit, primary deficit and effective revenue
deficit. The fiscal deficit or borrowing requirement of the government has
remained one of the important areas of focus in fiscal management. A large fiscal
deficit can cause inflationary pressures, raising public debt and generating
macroeconomic instability. Half of a dollar of Revenue deficit means that the
governmentdoesnothaveenoughrevenuetopayofthalfofadollarofitsrevenue
expenditurei.e.itshowsstructuralweaknessesinpublicfinance. Thestate triesto
control financial downsides by methods of increasing earnings and rationalizing
expenditures as effectively as developing the financial discipline. The Fiscal
Responsibility and Budget Management (FRBM) Act was enacted in order to
institutionalize the pursuit offiscal prudence and establish targets to reduce the

deficits. But economic shocks, uncertainties at a global level and
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unexpectedexpenditures,seenduringtheCOVID-19pandemic,haveoftenforced
deviations from deficit targets. Striking this balance between boosting economic
growth and ensuring fiscal sustainability is crucial when tackling budgetary
deficits. Strategies such as disinvestment, expenditure reprioritization, and tax
compliance enhancement should be the cornerstones of deficit management.
Governmentmanagementofdeficitseffectsinvestorconfidence,creditratingsand

overall economic stability.
FiscalReforms

India has undertaken fiscal reforms which aimed at improving the efficiency,
transparencyandsustainabilityofpublic finance.Overtheyearsahostofreforms have
been initiated covering tax administration, rationalization of subsidies,
enhancement of expenditure management, and strengthening of fiscal discipline.
Important milestones in India’s fiscal reform journey include the introductionof
GST, FRBM Act and disinvestment polices. An increasing emphasis on digital
governance,directbenefittransfers(DBT),andtechnologyusefortaxcompliance
hasledtoimprovedfiscalmanagement.Furthermore,reformspertainingtopublic
expenditureareconcernedwithoptimalresourceallocation,andalsoinminimizing
leakages. On its part, the government has also been working on rationalizing
subsidiesinsectorslikefood,petroleumandfertilizerstobringdownfiscalstress. Fiscal
reforms are essential for sustainable economic growth, investment attraction, and
social welfare. However, @re are other challenges like high business tax
burden,revenue short falls and increased fiscal federalism remains.
Reformsinintergovernmentalfiscalrelations,generatingsustainablerevenue,and

equitable resource allocation remain high on the agenda.
PublicDebtManagement

Assuch, publicdebt management is akey pillarof fiscal policy in India, ensuring

that over thelonger term, public borrowing is sustainable and does
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notcreatemacroeconomicimbalances.Itborrowsfromdomesticandinternational
sources to plug budgetary deficits, infrastructure projects, public welfare and
developmental programs. External debt (loans from foreign institutions,
multilateralagencies,andbilaterallenders)andinternaldebt(marketborrowings,
treasury bills, securities), make up public debt. So,you need to properly manage
the debt and that is done either by maintaining the optimum debt to GDP ratio or
reducing the interest cost or making payments for the obligation within the
stipulated time. To efficiently manage public debt, the government uses methods
like debt restructuring, issuing long-term bonds and external commercial
borrowings.Amajorpilotageofmarketborrowingsandliquidityinthesystemis
performed By the Reserve Bank of India (RBI). Debt sustainability is a necessary
condition for public investors’ confidence, market stability, and longer-term
economic stability. But too muchborrowing can result in a debt trap, increased
interest payments, and decreased fiscal space for developmental expenditure.
Hence,prudentfiscalmanagement,revenueaugmentation,andefficientutilization of
borrowed funds is critical to preserve a healthy debtprofile. The fiscal policy of
India is a continuous system thatgoverns the economy of the country which is
ever-changing. Economicgrowth,socialwelfare,andmacro-economicstabilityare
mainly dependent on tax revenue mobilization, continued expenditure
accountability, ideal deficit management strategy, continued reforms in the fiscal
systeminPakistan,andmanageablepublicdebt. Whilelndiaispoisedforgrowth, as the
country rides the wave of development, it will be important to remain a

disciplinedspendertoaddressnew-ageissuesandachieveeconomicsustainability.
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SELF-ASSESSMENTQUESTIONS
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MCQs:

WhichofthefollowingisaprimaryobjectiveofmonetarypolicyinIndia?

Maximizinggovernment spending.
Controlling inflation.
Reducingtaxrates.

Increasingpublicdebt.

Whichoftheseisakeyinstrumentofmonetarypolicy?

Incometaxrates.
Governmentsubsidies.
Reporate.

Publicexpenditure.

Blackmoneyrefers to:

Fundsheldinforeignbanks.
Unaccountedincomeon whichtaxhasnotbeenpaid.
Governmentbonds.

Publicsectorinvestments.

Whichofthefollowingisamajorsourceoftaxrevenueforthelndian

government?

Publicborrowing.
Foreignaid.
GoodsandServicesTax(GST).

Privatizationproceeds.
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Budgetarydeficitisdefinedas:

Totalgovernmentrevenueexceedingtotalgovernmentexpenditure.

Totalgovernmentexpenditureexceedingtotalgovernmentrevenue.

Balancebetweengovernmentrevenue andexpenditure.

Publicdebt.

Publicdebtmanagement involves:

Collectingmore taxes.
Controllinggovernmentspending.
Strategiesforborrowing andrepayinggovernmentdebt.

Printing more money.

AmajorfiscalreforminIndiaincludes:

Increasinginterest rates.
ImplementingtheGoodsandServicesTax(GST).
Reducingthereporate.

Increasingpublicdebt.

Fiscalpolicyinfluenceseconomicgrowthby:

Controlling themoney supply.
Adjustinggovernmentspendingand taxation.
Regulatingforeignexchangerates.

Settinginterest rates.

Thesignificanceofpublicexpenditureincludes:

Reducinggovernment revenue.
Providingessentialservicesandinfrastructure.
Increasingblack money.

Reducingeconomic growth.
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10. Blackmoneynegativelyaffectseconomicdevelopmentby:

S

Increasinggovernmentrevenue.
Distortingresourceallocationandreducingtaxcollection.
Boosting public expenditure.

Stabilizingtheeconomy.

ShortQuestions:

—_—

Y ® N kv

Whataretheobjectivesofmonetarypolicyinlndia?
Whatarethekeyinstrumentsofmonetary policy?
Defineblackmoney anditsimpact ontheeconomy.
Whatarethemainsourcesof taxrevenuein India?
Explaintheconceptofbudgetary deficit.
Whatispublicdebtmanagement?
Whatarethemajorfiscalreformsinlndia?
Howdoesfiscalpolicyinfluence economic growth?

Explainthesignificanceofpublicexpenditure.

10. Howdoesblackmoneyaffecteconomic development?

LongQuestions:

1.

A

Discusstheroleandinstrumentsofmonetarypolicyinlndia.
Whatarethecausesandconsequencesofblackmoneyin India?
Explainthekeycomponentsoffiscalpolicyin India.
HowdoespublicdebtimpacttheIndianeconomy?

Discusstheimpactoffiscalreformsoneconomic growth.
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Glossary

Ratio (SLR)

Term Definition
The method bywhichtheReserveBank oflndia(RBI) controls
Monetary Policy moneysupply,interestrates,andinflationtomaintaineconomic
stability.
FiscalPolicy Th.egovernment'sstr.ate'gyontaxation,publicspending,and borrowing
to influence the nation's economy.
TherateatwhichRBI lends moneyto commercialbanks;akeytool in
Repo Rate .
monetary policy.
CashReserveRatio |Thepercentageoftotaldepositsthat banksmust holdasreserveswith RBI.
(CRR)
StatutoryLiquidity |Theportionofdepositsbanksarerequiredto maintaininthe formof liquid

assets.

Incomeearnedthroughillegalmeansornotreportedtothetax authorities.

BlackMoney
Budget Deficit Afinancialsituationwheregovernmentexpendituresexceedrevenue.
. Thetotalamountthegovernment owestocreditors,bothinternaland

PublicDebt
external.

GoodsandServices |Acomprehensiveindirecttaxleviedonmanufacture,sale,and

Tax (GST) consumption of goods and services across India.
FiscalResponsibilityandBudget ManagementAct —alawto ensure fiscal

FRBMAct P Y £ &

discipline and reduce deficits.




Summary

This module examines the coreelements ofeconomic governance in India through monetary
andfiscalpolicy. Themonetarypolicy, managedbytheReserveBankofIndia(RBI),focuses on
controlling inflation, regulating money supply, and ensuring financial stabilitythrough
instruments such as the repo rate, CRR, and openmarket operations. Over time, India has
moved toward a structured inflation-targeting framework to maintain price stability while
fostering economic growth. The module also highlights the problem of black money—
unaccounted income hidden from the tax system—which weakens the economy byreducing
tax revenues and encouraging corruption. Efforts like demonetization, income declaration
schemes, and the promotion of digital transactions have been introduced to address this
challenge, thoughgaps inenforcement remain. The fiscalpolicysectiondiscusses howthe
government uses taxation, public spending, and borrowing to manage the economy and
promotedevelopment.Keyreformslikethe implementationoftheGoodsandServicesTax (GST),
fiscal deficit control through the FRBMAct, and disinvestment in public sector undertakings
aimto ensure financial discipline and stimulate economic activity. Together, these policies are
critical in balancing economic growth, equity, and long-termstability.




MCQ-Answers

1.

A U o

(b)Controlling inflation.

(c)Reporate.

(b) Unaccountedincomeonwhichtaxhasnotbeenpaid.
(c)GoodsandServicesTax(GST).
(b)Totalgovernmentexpenditureexceedingtotalgovernmentrevenue.
(c)Strategiesforborrowingandrepayinggovernmentdebt.
(b)ImplementingtheGoodsandServicesTax(GST).
(b)Adjustinggovernmentspendingandtaxation.

(b)Providingessentialservicesandinfrastructure.

10. (b)Distortingresourceallocationandreducingtaxcollection.




MODULEIVPOST-1991ECONOMICREFORMS

Structure
OBJECTIVES
Unitl3 Post-1991  strategies, Stabilization and structural adjustment

packages, Liberalisation Privatisation Globalisation (LPG) Model
Unit14 Impact of LPG Policies on Indian Economy NITIAyog,

Organization,Functions

¢ Understand the conceptand components of the Liberalisation, Privatisation,
and Globalisation (LPG) model.

¢ AnalyzetheimpactofLPGreformsonvarioussectorsoftheIndian economy.

» ExplaintheobjectivesandimplicationsofStabilisationandStructural Adjustment

Programmes.

o Understandthestructure,functions,androleofNITIAayoginlndia’s economic

development.
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& Policy UNIT 13 POST-1991 STRATEGIES, STABILIZATION AND
STRUCTURAL ADJUSTMENT PACKAGES,
LIBERALISATION PRIVATISATION
GLOBALISATION (LPG) MODEL

Liberalization,Privatization,AndGlobalization(Lpg)Model

In 1991, India implemented Liberalization, Privatization, and Globalization
(LPG) model when economic reforms were introduced to deal with the
operational and communication problems in India's economy. Led by Finance
MinisterDr.ManmohanSingh,underPrimeMinisterP.V.NarasimhaRao,the

policy change was a radical break fromthe economic mold India had almost
exclusively inhabited since independence, born as it was into a socialist-driven

framework.

Globalisation

Figure4.1:Liberalization,Privatization,andGlobalization(Lpg)Model
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Themainobjectiveoftheseeconomicreformswastoopenuplndianeconomy to
global economy, improve efficiencies and fasten the economicgrowth.
Liberalization reduced government regulation and restrictions in economic
activity,privatizationshiftedownershipfromthepublicsectortoprivateplayers  to
improve efficiency, while globalization brought India into the global fold

through foreign direct investment (FDI), trade and
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technological transfer. This resulted in exponential economic growth, booming
foreign investments,a growing services industry and better public utilities. But
they also posed challenges with income inequality, environmentalconcerns, and
global market dependence. This paper discusses the three pillars of LPGmodel
Liberalization, privatization and globalization and their implications, advantages

and challenges in the Indian context.
Liberalization:EconomicReformsandPolicyChanges

Liberalization refers to the loosening of government controlsand restrictions in
India enabling more private enterprises. Until 1991 it had a heavily regulated
economy characterized by tight licensing procedures, high tariffs and other
restrictions on foreign direct investment. The government owned the most
important industries, and the economy had been plagued by inefficiencies, low
growth and a@ack of competitiveness. On the other hand, the version that would
havehappenedinrealityhadSeptember1991failedwasalongstandingeconomic crisis,
which the government was forced to address urgently due to dwindling foreign
currency reserves and high fiscal deficits. In a desperate attempt, the government
ushered in a number of liberalization measures like lowering the
importtariff,abolishingtheindustriallicensing(exceptforafewsectors),interest  rate
deregulation, relaxation of foreign investments. These reforms promoted
domestic entrepreneurs, improved productivity, and drew foreign investments,
thus fostering greater economic growth. It revolutionized the financial industry
with the entry of private and foreign banks, facilitated the operation of stock
markets, and made the insurance industry more competitive. However, the
liberalization f)$ocess was not without its negative implications, including the
declineofsmall-scaleindustriesinthefaceofcompetition,regionaldisparitiesin
economicdevelopmentandeconomicvolatilityduetotheinflowofforeigncapital.
Despiteall odds, liberalization has played a decisive role in making the economy

one of the fastest in the world.
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PrivatizationFromOwntoPrivate

Privatization is the transfer of ownership or management of public sector
enterprises (PSEs) to private sector companies for efficiency and profit. Before
1991, the Indian economy was characterized by a dominant role for the public
sector,whereindustrieslikesteel, banking,insuranceandtelecommunicationswere
mostly government controlled. These enterprises, however, were beset with
inefficiencies, bureaucratic delays, and lack of competitiveness, saddling the
government with financial costs instead. The privatization policy was one of the
major economic reforms which was introduced by India during 1991 through
disinvestment of government stock in public enterprises to invite the participation
of the private player in the sectors of the economy that were primarily limited to
governmentownershipcontrolandwasalsoanelementofeconomicreformsinthe
1990s,theGovernmentoflndiahasdecidedtopromotePublic-PrivatePartnership
(PPP)Model.Thekeyinitiativesinclude: Two-prongedsaleofgovernment equity in
profit-making and loss-making PSUs, deregulation of telecommunications and
aviation, and corporatization of PSU. Privatization has resulted in
moreefficiency,excellentservice,greaterinvestmentsininfrastructureandbetteruseof
resources. Such success stories include telecom which has become more
competitive, with the prices forits products and services coming down, and the
banking sector, where gvate sector banks have become more innovative and
efficient. (% the other hand, privatization has led to many concerns about
unemployment, loss of access to basic services for low-income groups, as well as
misuseofresourcesbyprivateowners.Privatizationbringseconomicbenefits,but

presentssocial risks: how to keep the balance?
EconomicGlobalization:IntegrationintoWorldEconomy

b : : : . .
International integration t%ough trade, foreign direct investment, migration and
the spread of technology is called globalization. After 1991, India gradually
accepted globalization — opening its market for Foreign Direct Investment (FDI),

minimizing protectionist trade barriers and strengthening its relationship with the
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globalfinancialcommunity(thelnternationalMonetaryFund(IMF)andthe World

TradeOrganization(WTO)).Importantpoliciesunder globalizationwereopening up
different sectors to 100% FDI, reduced import duties, and encouraging
MultinationalCorporations(MNCs)toestablishbusinessinIndia.lthashadadeep

impact on India in terms ofrapid economic growth, expansion of IT and service
sectors, and exports and infrastructure development. Indian corporate or Indian
private sector has gone global with Tata, Infosys and Reliance now having
powerful international footprints. gn the other hand, globalization has led to
increased technological innovations, more choices forconsumers, and new jobs.
Yet it has also led to problems like dependence on foreign money, cultural
uniformity,environmentaldestructionandvulnerabilitytoglobalfinancialcrises.

MNCs and influx of foreign goods has jeopardized the small and traditional
industries. Globalization has influenced India to become a significant threat as
wellasanopportunity,andshouldbecontrolledinthebestpossiblemannerifitis to be

successful.
Impacts,ChallengesandfutureDirections

TheLPGreformshavemadelndiaaglobaleconomicplayer,leadingtohighGDP
growth,betterinfrastructure,andahugeprivatesector.Liberalizationhasaddedto
competition and innovation, privatization has improved efficiency and service
delivery, and globalization has made India a meaningful player in the global
market. Butthetransitionhasnotbeensmooth.(acrossandwithincountries),job
insecurity (caused by automation and privatization), environmental degradation,
and regional disparity that need to be attended. The challenges facing the Indian
economy are severe and require urgent attention. Both the LPG model and the
benefitofmankindfuturereformsfocusmoreontheskillsetmodels,infrastructure
development, regulatory mechanisms and social safety nets model to curb the
adverseeffectsof LPGmodel.Inthisever-evolvingglobaleconomy,especiallyin a
country like India, such a balanced approach will be key for sustainable

development. The LPG model is a evolving framework, the
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UNIT 14 IMPACT OF LPG POLICIES ON INDIAN
ECONOMY NITI AYOG, ORGANIZATION, FUNCTIONS

IMPACTOFLPGONTHEINDIANECONOMY

In 1991, India encountered the LPG or Liberalization, privatization, and
globalization reforms that transformed the Indian economy. India was under a
mixed economic pattern with state-controlled activities and self-dependent
industries and less liberalization prior to these amendments. It was the 1990-91
balanceofpaymentscrisis,repletewithahugedeficit,dwindlingforeignexchange

reserves, and slow industrial growth, which called for immediate adjustments.
Introduced under the Prime Minstriship of P.V. Narasimha Rao and the Finance
portfolioofDr.ManmohanSingh,thesereformssoughttoliberalizetheeconomy,

decrease bureaucratic obstacles,and encourage a more competitive marketplace.
Theneweconomicpolicywasmarkedbyderegulation,areductionofstatecontrol in
some important sectors, and foreign direct investment (FDI) in order to boost

growth and modernization.
NeoliberalreformsandexpansionoftheIndianeconomy

Liberalization removed many of the detrimental economic policies, creating a
freereconomy. Thisledtomassivered-tapism,andtheLicenseRajwasabolished
leading to the end of bureaucratic control and initiate the process of
entreprencurshipandindustrialization. Theeliminationoftariffsresultedingreater
exports and imports as well as further integration into world markets. Foreign
investments poured in withMNCs setting up production facilities in India, along
with finance, technology, and know-how. The second part of the reform process
wasundertakeninthissectorthroughanumberoffinancialsectorreformsallowing
private banks and financial institutions to operate. The IT and services sector
blossomed and Indiabecame the global destination for software and outsourcing
services. At the same time, the liberalization brought difficulties like growing

income inequality, regional disparities, and exposure to global
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economic swings. Liberalization has however been followed with disruptions
q

resulting from internal and %emal factors, but they have also opened up new

opportunities for economic cooperation, foreign direct investment, and global

engagement.
TheEffectsofPrivatizationontheIndianEconomy

Privatizationwasanattemptbythegovernmenttominimizeitscontroloverpublic sector
enterprises (PSEs) and enhance efficiency by channelizing involvement of
theprivatesector.Disinvestmentrestructuringtoimprovethecompetitivenessof
numerous loss-making publicsector enterprises.Theentry ofprivate players into
telecommunications,aviation,andbankingledtobetterservice,lowerprices,and
greater choice for consumers. The privatization of PSUs such as VSNL, BALCO,
AirlIndiaillustratedthepromiseandproblemsofthepolicy. Theprivatizationwas
successful in increasing productivity and kiss the cost of the production, but left
many questions about the redundancy, world owned assets and the monopoly.
Openingupfromastate-drivenindustrytoamarketeconomyhasenabledgreater
innovation and competition, to create positive conditions for attracting foreign
capital. Nonetheless, maintaining a balance between economic efficiency and

social equity is a major tension withinthe process of privatization.
GlobalizationandItsEffectsonIndianEconomy

With the introduction of globalization, India became part of the world economy
and paved the way for fast economic growth and technological advancements.
SuchFDIand  FllIsinflowgave  animpetustoindustrialgrowthandinfrastructure
development. The IT sector flourished enough to be a global leader due to
companies such as Infosys, TCS, and Wipro. Instead, Indian firms spread their
wings overseas, acquiring companies abroad and settingup global back offices.
International brands entered the consumer market and started providing more

options tolndian consumers. Innovations in agriculture and the opportunity to
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export more crops helped the agricultural sector thrive in this period. Yet,
globalization come with its nuances, as it opened up to global financial crises,
trade imbalances and ideological shifts. The tension between protecting gglestic
industries from foreign competition and encouraging an open economy remains a

vitalpolicy question.
ProblemsandWayForwardof LPGReforminIndia

While there hasbeen tremendous progress Qa result of the LPG reforms, India
still faces several challenges to maintain economic growth and promote inclusive
development. Growing income inequalities, rural-urban divide and job creation
continue to be problems. These global brands often outshine, billboards
monopolize the local market and threaten the existence of local businesses.
Infrastructure bottlenecks, regulatory intricacies and environmental issues all
present obstaclesto sustained economic growth. In response to these challenges, it
is vital for economic policies going forward to be directed towardsinclusive
growth,skillsdevelopmentandsustainableindustrialization. Thefuturewillhinge

increasing manufacturing prowess under initiatives such as 'Make in India', a
forward-thinking approach towards digital transformation and research and
development to enhance innovation. This adaptability, along with the existing
structure of LPG reforms in India, lessens the likelihood of social unrest and

violence due to economic liberalization-induced disparities.
Stabilization& StructuralAdjustmentProgrammers

To discuss and assess the Stability and Structural Adjustment programmers of
India,itisrequiredtoreviewitsorigins,progressionandimpact. Theseprograms were
part of economic reforms introduced in 1991 to address a severebalance
ofpayments  crisis.Here isacloselook atthefivemainpartsoftheframework:
Introduction and Background, Objectives and Rationale, Key Features and

Policy Measures, Impacts on Sectors, and Challenges and Criticism.

IntroductionandBackground
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India was facing a balance of payments crisis in 1991 with a significant fallin
foreignexchangereserves,ahighfiscaldeficitandrisingexternaldebt.Inresponse  to
this crisis, Stabilization and Structural Adjustment Programmes (SAPs) were
implementedundertheauspicesofthelnternationalMonetaryFund(IMF)andthe

WorldBank.Stabilisationpolicies:whichweretheshort-termeconomicrecovery

measures which aimed at restoring macroeconomic stability by means of fiscal
discipline, monetary tightening and exchange rate adjustments. On the one hand,
structural adjustment included the long-term process of liberalization,
privatization, and globalization (LPG). The policy regime was characterized by
high public sector expenditure, a cadaveric economy with import controls, and
crippling public enterprises. With a desperate need for foreign capital, the Indian
governmentapproachedtheIMFforaloan,agreeingtorestructureitseconomyin return.
It ushered in a period of liberal economic policies to open up India’s
economytocompetitionfromtheworldwhilerollingbackthestate. Thismarked a
turning point in Indian economy, as the SAPs shifted the economy from a

socialist-oriented mixed economy toa market-driven economy.

ObjectivesandRationale

TheprimaryobjectiveoftheStabilizationandStructural Adjustmentprogrammers was
to attain macroeconomic stability and sustainable economic growth. The
stabilization aspect was meant to curb inflation, bring down the fiscal deficit and
enhance the balance of payments. This was crucial for restoring investor
confidence and keeping the country’s creditworthiness in the crosshairs of the
international financial markets. Structural adjustment, by contrast, aimed to
increase efficiency and productivity through the freeing of trade, deregulation of
industries, and erosion of protectionist policies to encourage foreign direct
investment (FDI). The idea behind them was that a competitive, market-driven

economy would allocate resources more efficiently than a centrally controlled
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system. The government was seeking to retrench the public sector, encourage
privatization,andintegrateIndiaintotheworldeconomy.Coreaimsrangedfrom
shrinking fiscal deficits and boosting exports to fortifying the financial sector,
enhancinginfrastructureandpromotingindustrialcompetitiveness.Policychanges
werealsomeanttocutbureaucraticredtape,easeimportrestrictionsandmodernize
outdated industrial practices. The reforms were aimed at achieving sustainable
economicgrowthoverthelongterm,strikingabalancebetweeneconomicgrowth  and
fiscal prudence to prevent India from experiencing future crises while positioning

the country as a more significant economic actor on the world stage.

ImportantFeaturesAndPolicyMeasures

The SAPs consisted of a set of agrarians, fiscal, monetary, trade, industrial and
financial economic reform programs. Fiscal Policies — measures focused on
reducing subsidies, government spending, and increasing the tax base. Non-
essential government spending was slashed and reforms were introduced to
improverevenueitwastaskedwithbringingthefiscaldeficitundercontrol.Fiscal
policies aimed at those giving living wages, outstripping the economy with
minimumwage,andwelfarepolicies. Thispolicyoftradeliberalizationmarkeda
radicaldeparturefromtheearlierprotectiveregimewithsignificantcutsintariffs,
ultraprotective GDiceo import quotas and partial convertibility of rupee. Easing
restrictionsonforeignownershipandreducingbureaucraticredtapehelpedtospur
ForeignDirectInvestment(FDI).Bigchangesinthefinancialsector,withbanking
reforms that enhanced competition and independence for financial institutions.
Furthermore, industrial policy changes also liberalized licensing, encouraged
privatization and private-sector involvement in important industries.
Disinvestment in several PSEs for privatization liberated many from the shackles
of loss-making processes. Labour market reforms were enacted to improve
flexibility but they were politicallycontroversial. The key strand of the strategy
wasmovingfromastate-controlledeconomyintoamarket-orientedonewithlong- run

sustainability that was obtained viaefficiency-oriented policies.
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ImpactonVariousSectors

Liberation and reduction of bureaucratic red tape in the industrial sector triggered
increased productivity as it reducedcompetition and brought in investments. But
small-scale industries struggled against the competition of multinational
corporations. The agricultural sector experienced growth driven by liberalized
t@de policies and increased private sector investment, but also faced declining
subsidies and reduced availability of government support. Banking reforms
enhancedfinancialstabilityandtheroleoftheprivatesector.Freetradeincreased

exportsandbolsteredtheirintegrationintotheglobaleconomy,butalsoincreased

competition of their domestic producers. Under the new policies, the services
sector, particularly IT and telecommunications, thrived and attracted foreign
investmentandjobcreation.Incomeinequality,however,didincrease,withurban areas
prospering more than rural parts of the country. Short term, it led to bankruptcies
in certain sectors, job losses and the reduction of social welfare benefits. The
transition from a state-directed economy to one market-oriented increased
productivity but also resulted indramatic economic inequality. GDP growth rates

improved, but worries about employment generation and social equity remained.
ChallengesandCriticism

Although the Stabilization and Structural Adjustment programmers have had
successstabilizingtheeconomyandencouraginggrowth,thereweretheircritiques
andchallenges.Akeyissuewasthesocialconsequencesofdiminishedgovernment
expenditure in the form of greater austerity, resulting in decreased public sector
investment in health, education and poverty eradication. The opening of public
sector enterprises to private capital, needed to inject efficiency into a lethargic
economy,wasaccompaniedbyjobcutsandgreaterjobinsecurity. Thoseontheleft
pointoutthesevereconcentrationofwealthamongmajormultinationalsduringthe
period, and how the policies worked in favor ofthe urban elite and against the

economic interests of small and rural communities.
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NitiAayog

gw NITI Aayog (National Institution for Transforming India), the flagship
policythinktankoftheGovernmentofIndia,wasestablishedonJanuary1,2015
inplaceofthePlanningCommission.Itseekstopromotecooperativefederalism
andto better shape policy by including the state governments in the decision-
making process. While the Planning Commission adhered to the top-down
process, NITI Aayog promotesa bottom-up approach that aligns with India's
changingeconomicandsocialscenario. Theorganizationisdesignedtoenable
participatorygovernanceanddata-drivenpolicyrecommendations.Itisvitalfor the
long-term strategic anddevelopmental agenda @ the country to follow an

inclusive and sustainable growth model.

StructureofNITIAayog

Tofacilitatethesmooth executionof theirobjectivesNITIAayogworksunder a
well-laid hierarchical framework. The PM oflndia chairs it and it provides a
guiding force. The organization includes a Vice-Chairperson, appointed by the
Prime Minister to oversee policy development and implementation. It also
includes permanent %hers that have professional experience across
economics,socialpolicy, andgovernance.Therearecalsonomadicmembers,as they
have a special role to play as leading practitioners from top research
organizations, academia and industries, who can help with domain specific
inputs.Theday-to-dayadministrationofNITIAayogisunderthemanagement

ofChiefExecutiveOfficer(CEO),whoisappointedbythePrimeMinister. The

GoverningCouncilwhichconsistsofChiefMinistersfromallstatesandUnion

Territories is extremely important because bringing regional perspectives in
decision making. Its structure includes several working groups, expertpanels,
and committees that caterto particularsectoral developmental outcomes giving

rise to an inclusive and integrated policy development approach.
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Figure4.3:NitiAayog
FunctionsofNITIAayog

NITI Aayog is the key policy formulation g the Government of India and is
responsibleforseveralrolesthatimpactthesocio-economicstructureofthenation. It has
core function of strategic planning where it frames long termand medium-
termpoliciesinconsonancewith India’sdevelopmentalgoals. In contrast withthe
Planning Commission, which created centralized five-year plans, NITI Aayog
fosters decentralized planning, allowing states to formulate their own
developmental policies. Policy formulation and coordination is another vital
function in which it renders its recommendationsregarding economic, sovereign
and other related matters. It is also a major institution for the promotion of
cooperativefederalismsothatstategovernmentsandlocalbodiescanplayanactive role
inmaking policies. Further, NITI Aayog promotes technological innovation, and
research and development, acting as a knowledge hub for evidence-based
policymaking,andtrackingtheprogressoftheeconomywiththehelpofreal-time  data
analytics. It also monitors flagship government programs like Ayushman
Bharat,AtallnnovationMission,andAspirational DistrictsProgramtoensuretheir

successful implementation throughout the country.
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Figure4.4:Functionsof NITIAayogRoleof
NITIAayoginIndia

TheRoleofNITIAayoginShapingIndia'sDevelopmentTrajectory

India’s global economic rise has been characterized by a series of institutional
innovations centered on responding to the challenges of running a diverse and
populous country. Of these, the National Institution for Transforming India or
NITI Aayog m)ne of the most important think tanks set up in 2015 to replace
the Planning Commission. This conversion was more than name-change, it
embodiedasea-changeinIndia'sthinkingoneconomicplanningandstrategyof

development. Departing from the traditional top-down centralized planning, in
whichthePlanningCommissionplayedtruant,theNitiAayogwasenvisagedto be a
dynamic institutionto promote cooperative federalism, and to monitorand
evaluatethefunctioningoflndia'scomplexmechanismofCentre-Staterelations and

stimulate innovations, to make India growth path sustainable.
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NITIAayog'screationalsoacknowledgedthechangingrealitiesoftheworldand India.
With India’s increasing participation in the global economy and with state
actively demanding their share in the development process, there was felt a need
foraninstitutionwhichcouldbemorethanmerelyanallocatorofresourcesbuta forum
ofcollaborativepolicy making.Institutionalcultural change evenaffected the
nomenclature of the institution, and the change in name from "planning" to
"transforming"reflectedthisphilosophicalshift. TheAayogwastobetheenabler  of
the transformational change in India that would be ushered by its young
demographicdividendandtechnologicalcapabilitiestomovethecountrytoward

inclusive and sustainable development.

NITI Aayog’s role goes beyond the shaping of traditional economic policies and
practices,andinsteaditenterstherealmsofnew,transformativefieldsandpartners

withkeypublicventuresincludinginnovators,entrepreneurs,thecivilsociety, the

education and health sectors. Working as a thought leader and knowledge
institution, it invites leading practitioners from state governments, civil society,
academic institutions and international development partners for consensus
buildingonimportantpolicyissues. ThroughconnectingthestatesandtheCentre, and
by bringing governments and civil society together, NITI Aayog encourages
policy coherence and a shared sense of purpose towards addressing common
challenges towards India’s development, with a central emphasis on cooperative

and competitive federalism.
EvolvingfromPlanningCommissiontoNITIAayog: AParadigmShift

ThistransitionfromPlanningCommissiontoNitiAayogwasmomentousinlndia's

institutionalhistory. ThePlanningCommission,createdin1 950underthetutelage ~ of
first prime minister of India Jawaharlal Nehru, was based on the Soviet-
influencedtop-downapproachtoplanning.Ithadbeenthedesignerofindia'sFive- Year
Plans, which allocated resources and set the nation's development priorities for

decades.
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TheformationofNITIAayogonJanuary1,2015 signalledacleardeparturefrom such a
top-down planning process. @me Minister Narendra Modi, while announcing the
creation of NITI Aayog, had underscored the need for such an institutionthat
serves asa 'think-tank' of the government and a 'critical enabler' of
'amiablefederalism'...alsoasaplatformthatenablesagenuinepartnershipbetween the
Centre and States. While the Planning Commission had the capacity to distribute
funds to states, NITI Aayog was established as a think tank to offer
strategicdirection, technical guidance and enable implementation support and did

not have financial powers over states.

"@is structural shift was also accompanied by a shift in orientation. While ge
Planning Commission was 'all about auguring resource-allocation' and green
signal/dismissalofanycurrentfive-yearplan,NITIAayogwasmandatedtocreate
asharedvisionofnationaldevelopmentpriorities,andaimstopromotecooperative
federalism by getting states to compete with one another on development and
governanceparameters. Theestablishmentbecamemoreconsensual,preferringto
achieveconsensusfrombelowratherthanimposedecisionsfromabove. Thisshift was
part of a larger understanding of the fact that in a diverse, dynamic economy like
that of India, development strategies should be adaptable, shaped by local

conditions and based on a diverse set of perspectives.

FosteringCooperativeFederalismandEnhancingStateParticipation

One of the important achievements of NITI Aayog has been its contribution to
foster cooperative federalism. In a country as diverse as India where states differ
immensely in their economic, social, and governance capability, facilitating
meaningful engagement between the Centre and states is necessary for national
development. NITI Aayog has institutionalized this through a number of
mechanisms, such as the Governing Council comprising Chief
Ministers/LieutenantGovernorsandchairedbythePrimeMinister,forarticulating and

implementing policies at the national, regional and local levels.
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Through these structured interactions states have established a space to express
theirworries,exchangegoodpractices,andhaveanimpactontheshapingoftheir
national policies. In enabling states a say in national policy debate, NITI Aayog
has contributed towards developing a more balanced federal structure in which
states are not treated as weaker appendages, but as equal partners. This approach
has been especially useful in meeting cross-cutting challenges such as water
scarcity, environmental degradation, and urbanization that call for coordinated
actionbetweenjurisdictionallevels.NITIAayoghasalsoencouragedcompetition
amongstatesthroughCompetitiveFederalism. Amongtheindicesdevelopedbyit
include the State Health Index, School Education Quality Index, Water
Management Index and the SDG India Index through which a template has been
prepared for ranking different states and union territories based on their
performanceunderit. Thesekinds of indices offer an obvious advantagethat they
drawattentiontothoseareasinwhichstatesaredoingwelland,bythesametoken,
thoseinwhichtheneedforgreaterattentionisapparent,andtheyfostercompetitive
states’ benchmarking. Through the public acknowledgement of high-performing
statesandsharingofbestpractices,NITIAayoghascreatedanincentiveforstates to

improve their governance systems, and service delivery systems.

The institution has also supported building the capacity of state governments,
especiallythosewithfewerresourcesorknowledgeinthisarea. NITIAayogNITI Aayog
has supported states to design and implement better policies effectively
throughtechnicaladvisory,knowledgesharingandcapacitybuilding.Forstatesin
theNortheast,tribalareasandotherregionsthathavelongbeenleftbehindinterms
ofeconomicdevelopmentandinstitutionalcapacity,thishelphasbeenparticularly
critical. NITI Aayog has contributed in its own way to the objective of achieving
balanced regional development by assisting these states to fill the development

deficit.
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ChampioningSustainableDevelopmentandClimateAction

NITI Aayog: Powering sustainable development NITI Aayog has made a
formidableimpactwhenitcomestodrivingIndia's ~ sustainabledevelopment.  “NITI
(The National Institution for Transforming India) Aayog, as the nodal agency for
SDGs in India, has put in place a robust architecture for tracking progress,
benchmarking performance, identifying gaps and quantifiable targets, within and
across various sectors at the sub-national and state level, making the enterprises
and organisations gradually align and map the activities.” Introduced in 2018, the
SDG India Index details the current positioning of states and UTs with regard to
the SDGs and acts as a medium for evidence-based policy making. Besides
tracking, NITI Aayog has engaged itself in devising strategies and policies to
sustainably develop the country. It has promoted holistic @utions that take into

account the nexus between growth, inclusion and environmental sustainability.

Another field in which NITI Aayog has played a proactive role is climate change.
Inviewoftheexistentialthreatofclimatechangeandtheseverityofitsimpactson

India,NITTIAayoghasplayed aleadingroleinenhancingclimateresilienceinthe
country and in facilitating the development of low-carbon pathways. It has
supported and worked with concerned ministries and state governments in
preparing climate action plans, building adaptive capacity, and leveraging
resources for investing in areas related to climate. The university has, as well,
asserteditsinfluenceinrespectoftheframingofIndia'sviewsontheinternational

climate discourse by emphasizing the fundamental principle of common but

differentiated responsibilities and of climate justice.

Renewable energy has been a particular focus of NITI Aayog's work on climate

action. Cognizant of India's significant renewable energy potential and the
£

imperative to reduce dependence on fossil fuels, I@TI Aayog has advocated for

ambitious renewable energy targets and supportive
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policyframeworks.Ithasbeeninstrumentalindevelopingroadmapsforincreasing
theshareofrenewableenergyinlndia'senergymix,promotingenergyefficiency,
andfostering innovation inclean energytechnologies.Throughinitiatives suchas the
India Energy Security Scenarios, NITI Aayog has provided valuable insights
intodifferentenergypathwaysandtheirimplicationsforeconomicgrowth,energy

security, and environmental sustainability.
DrivingEconomicReformsandPromotingInnovation

NITI Aayog has been acting as a crucible for innovative ideas to promote ease of
doing business, to replace a plethora of burdensome regulations and red tape, to
makelndiaaveryeasyplacetodobusinessandtoinvestin.Freefromday-to-day
governance responsibilities, NITI Aayog has been able to focus on long-term
economic challenges and opportunities, and promote ambitious reforms that may
havebeenheldbackbypoliticalcompulsionsotherwise. Thisstrategicorientation  has
especially been useful in sectors in need of structural transformation such as
agriculture, manufacturing and financial services. In the agriculture space, NITI
Aayoghasbeenbattingforreformstoraisefarmers’incomes,enhancetheiraccess
tomarkets,andadoptsustainablefarmingmethods.Ithasarguedforamovefrom a
production-oriented model to a farmer-centred model that promises better price
realization, risk management and revenue diversification. Contract farming,
Agricultural marketing and Land leasing: NITI Aayog’s report on above
recommendationsledtovariouspolicyreformsincludingModel AgriculturalLand

Leasing Act and reforms to the APMC Acts.

Similarly, in the industrial sector, NITI Aayog has championed reforms aimed at
enhancing ease of doing business, reducing regulatory burden, and promoting
manufacturing. It hasbeeninstrumentalindevelopingsector-specificstrategiesto
boost competitiveness and attract investments, particularly in sectors identified
undertheMakeinIndiainitiative. Bybringingtogetherrelevantstakeholdersfrom

government, industry, and academia, NITI Aayog has facilitated consensus-

building on contentious issues and helped overcome implementation bottlenecks.
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NITI Aayog, under Modi, has also heavily emphasized on innovation. Focussed on
realising the significance of innovation in providing sustainable and competitive growth
for the global economy, NITI Aayog has created a multi-level institutional framework,
whichpromotesanecosystemofinnovationinlndia. The AtalInnovationMission(AIM) under
the aegis of the NITI Aayog has been instrumental in stimulating innovation and
entrepreneurship at the grassroots level. With its various initiatives including the Atal
TinkeringLabsinschoolsandAtallncubationCentersandtheAtalNewIndiaChallenges, AIM
has established an ecosystem that promotes innovative thinking and allows for the

successful development and transformation of these ideas into products and services.

It has supported initiatives like the National Strategy on Artificial Intelligence,
providing a set of principles and policies to adopt in order to apply Al to achieve
inclusive and sustainable economic development. The consortium of various
s@keholders from government, industry, academia and non-governmental
organisationsbroughttogetherbyNITIAayoghasfosteredasharedvisionaround

digitaltransformationwheretechnologypowersthepoor,improvingtheirlivesfor  the

better.

AddressingSocialDevelopmentandHumanCapitalFormation: Even though
economic growth and competitiveness was central to the NITI Aayog agenda, the
body has given due focus on social development and human capital formation.
India’sdemographicdividendcanonlybeachievedwhenitspopulationishealthy,
educated and skilled, and NITI Aayog has made significant strides in revamping
India‘shealthandeducationsystem,ensuringgenderequalityandpromotingskill
development.Inhealth,NITIAayoghasplayedakeyroleinformulatingaholistic vision
of the health system transformation as articulated in documents including
theThree-YearActionAgendaandStrategyforNewIndia@75.1thaslobbiedfor
amoveoutofsiloestocomprehensiveprimaryhealthcareincludingthepreventive (and
promotive) aspect of care. NITIAayog % also been involved in developing

innovative healthcare financing models, promoting
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the use of technology in healthcare, and strengthening health systems at the state
level. The institution's work on health system strengthening has informed the
design of programs such as Ayushman Bharat, which aims to provide health
insurance coverage to vulnerable families and establish Health and Wellness

Centers for primary healthcare.

NITIAayoghasalsoadvocatedforreformsineducationspace—reformsthatfocus c@
improving learning outcomes, increasing access to quality education and
preparingstudents forthefuture ofwork.Theneed forresult oriented educational
policies, innovative pedagogical methods and better utilisation of ICTs in
education has been stressed. The School Education Quality Index of NITI Aayog
was doing a great job giving states a sight of their strong and weak areas and
enabling them to take targeted action to fill those gaps. And it has also been
championing higher-education reform, underlining the necessity of playing up
autonomy,qualityassurance,andindustry-academiarelations.Anotherthrustarea  of
NITI Aayog has been gender equality. The organisation has been championing
the mainstreaming of gender into policies and programs in all sectors as it
understands gender equality is not just a social justice issue but also an economic
imperative. The Women Entrepreneurship Platform (WEP) by NITI Aayog offers
aonestopaccessforallinformationandservicesneededbywomenentrepreneurs.  The
school has also participated in projects that support GBV, women in the

workplace and gender responsive budgeting.
EnhancingGovernanceandPublicServiceDelivery

NITI Aayog has made significant contributions to improving governance and
public service delivery in India. As a knowledge hub and think tank, it has been
able to identify governance challenges, analyze their root causes, and propose
evidence-based solutions. This analytical approach has been particularly valuable
in addressing complex governance issues that cut across different departments,
sectors, and levels of government. One of NITI Aayog's key contributions in this

area has been its work on performance monitoring and outcome-based budgeting.

169




Theinstitutionhasdevelopedoutcomebudgetsforvariousgovernmentprograms,

linkingfinancialoutlaystomeasurableoutcomesandestablishingaframeworkfor

assessing program effectiveness. This focus on outcomes rather than inputs or
outputs has helped shift the discourse on public expenditure from how much is
spent to what is achieved, thereby enhancing accountability and value for money.
NITI Aayog also been involved in various initiatives aimed at improving the
quality and accessibility of public services. It has promoted the use of technology
tostreamlineservicedelivery,reducecorruption,andenhancecitizenengagement.

Through platforms such as the Development Monitoring and Evaluation Office
(DMEO), NITI Aayog has strengthened the monitoring and evaluation ecosystem
in India, generating valuable insights for program improvement and policy
refinement. The institution's advocacy for evidence-based policy-making has
encouraged greater use of data analytics, impact evaluations, and other analytical

tools in public decision-making.

Inlinewithitsmandatetopromotegoodgovernance,NITIAayoghasalsoworked to
strengthen the capacity of public institutions at various levels. It has developed
toolkits, guidelines, and best practice compendiums to help government agencies
enhancetheireffectivenessandefficiency.Byfacilitatingknowledgeexchangeand

learning across states and sectors, NITI Aayog has helped diffuse innovations in
governance and public administration. This cross-pollination of ideas has been
particularly valuable in a diverse country like India, where what works in one

context may need adaptation for another.
CrisisManagementandResponseCoordination

NITIAayog'sflexiblemandateandcross-sectoralapproachhaveenabledittoplay a
crucial role in crisis management and response coordination. This was
particularlyevidentduringtheCOVID-19pandemic,whereNITIAayogservedas a
key institution in formulating India's response strategy. The institution's ability to
bring together different ministries, state governments, and domain experts
facilitateda coordinated approachto managing themultifaceted crisis. During the

pandemic, NITI Aayog provided technical inputs on critical aspects
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suchastestingstrategies,containmentmeasures,healthcarecapacityenhancement,
and economic relief packages. It established expert committees to guide the
response in different domains and developed scenarios to help policymakers
anticipate and preparefor different trajectories of the pandemic. By leveraging its
data analytics capabilities, NITI Aayog was able to track the spread of the virus,
identifyhotspots,andassesstheimpactofvariousinterventions.Beyondproviding
technical expertise, NITI Aayog played an important role in coordinating the
actions of different stakeholders during the crisis. It facilitated dialogue between
thecentralgovernmentandstatesoncontentiousissuessuchaslockdownstrategies and
resource allocation. It also served as a bridge between government and civil
society, engaging with NGOs, academic institutions, and private sector entities to
mobilize support for the response effort. This coordination function was
particularly valuable given the complexity of the crisis and the need for a whole-

of-society approach.

NITI Aayog's experience with the COVID-19 pandemic has underscored the
institution's value as a flexible, responsive entity capable of adapting to emerging
challenges. I@ims demonstrated that beyond its role in long-term planning and
policy formulation, NITI Aayog can make valuable contributions to crisis
management by providing evidence-based advice, facilitating coordination, and
helping to balance immediate response needs with longer-term recovery and

resilience considerations.
EngagingwiththeGlobalCommunity

NITIAayoghasplayedanactiveroleinengagingwiththeinternationalcommunity
andprojecting  India'sperspectiveonglobalissues. Asaknowledgepartner, ithas
collaborated with international organizations such as the World Bank, United
Nations agencies, and various multilateral forums on initiatives related to
sustainabledevelopment,climatechange,andeconomicpolicy. Thesepartnerships
have enabled NITIAayog to leverage global expertise and resources for domestic
policy-makingwhilealsosharingIndia'sdevelopmentexperienceswiththeworld.  In

the context of South-South cooperation, NITI Aayog has
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facilitated knowledge exchange between India and other developing countries,
particularly in areas where India has developed successful models or innovative
approaches.Ithashosteddelegationsfromvariouscountriesinterestedinlearning from
India's experiences in areas such as digital identity, financial inclusion, and
renewableenergy.Bydocumentinganddisseminatingbestpractices,NITIAayog has
helped position India as a thought leader in the global South. NITIAayog has
alsobeeninvolvedinrepresenting India'sinterestsinvariousinternationalforums
dealing with global governance issues. It has provided inputs for India's positions
ontopicssuchassustainabledevelopment,climatefinance,anddigitalgovernance. By
articulating India's unique development challenges and perspectives, NITI
Aayoghashelpedensurethatglobalpolicyframeworksareresponsivetotheneeds and

realities of developing countries.

Through these international engagements, NITI Aayog has contributed to
enhancinglndia'ssoftpowerandstrengtheningitsroleinglobalgovernance.Ithas
helpedprojectIndianotjustasarisingeconomicpowerbutalsoasarepositoryof
innovativesolutionsandapproachesthatcaninformglobaldevelopmentdiscourse.
This role is likely to become increasingly important as India seeks to expand its

globalfootprintandcontributetoaddressingcommonchallengesfacinghumanity.
CriticismsandChallenges

Despite its many contributions, NITI Aayog has faced criticisms and encountered
challenges in fulfilling its mandate. One common criticism pertains to the
institution's limited financial powers compared to its predecessor, the Planning
Commission. Unlike the Planning Commission, which had control over plan
allocations to states, NITI Aayog lacks direct financial leverage to influence state
policies. While this arrangement is consistent with the principle of cooperative
federalism, it has sometimes constrained NITI Aayog's ability to drive policy
implementation, particularly in areas where states have primary jurisdiction.
AnotherchallengehasbeenmanagingthetensionbetweenNITIAayog'sroleasan

independent think tank and its position as a government institution. While
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NITI Aayog is expected to provide objective, evidence-based policy advice, it is
alsopartofthegovernmentmachineryandsubjecttopoliticalconsiderations.This dual
identity has sometimes led to perceptions that the institution's recommendations
are influenced by political priorities rather than purely
technocraticconsiderations.Maintainingcredibilityasanobjectivepolicyadvisor

while remaining relevant to the political leadership is a delicate balance that NITI
Aayog continues to navigate. NITI Aayog has also faced criticism regarding the
implementationofitsrecommendations. Thisimplementationgapcanbeattributed

tovariousfactors,includinglimitedfollow-upmechanisms,resistancefromvested

interests, and coordination challenges across different ministries and levels of
government. Strengthening the link between policy formulation and
implementation remains an ongoing challenge for NITI Aayog. Resource
constraints have been another limitation. Despite its broad mandate, NITI Aayog
operates with a relatively small team and limited budget. This has sometimes
affected its ability to engage in sustained research, undertake comprehensive
consultations, and provide robust technical support to state governments.
Enhancing the institution's capacity, particularly in specialized domains such as
artificial intelligence, climate science, and behavioral economics, will be crucial

for maximizing its impact.
FutureDirectionsandOpportunities

There are various possibilities that could improve the effectiveness and impact of
NITI Aayog as it grows in its role. One possibility would be to reinforce that role
further and turn it into a development innovations knowledge hub and clearing
house. As in the examples above, by mapping and evaluating successful practices
from elsewhere in India or globally and then disseminating them more
systematically, NITI Aayog has the potential to generate large-scale impact and
avoid costly mistakes Programming note: We will be trying to address those
questionsandpracticalideasinupcomingdiscussions.Suchknowledgebrokering

rolewouldbequitebeneficialtoless-resourcefulstatesandlocalgovernmentsthat

struggle to improve their development efforts.
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Another opportunity lies in deepening NITI Aayog's engagement with non-
governmental stakeholders, including civil society organizations, academic
institutions,andtheprivatesector. Whiletheinstitutionhasmadeeffortstoconsult these
stakeholders in policy formulation, there is scope for more structured and

sustained engagement.
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Figure4.5:FutureDirectionsandOpportunities

Strengthening NITI Aayog's monitoring and evaluation function is another
opening. Although the institution has created the Development Monitoring and
Evaluation Office (DMEOs), the analytical tools, data infrastructure and
methodological rigor need further consolidation and strengthening. NITI Aayog
can support this by making substantial investments in state-of-the-art monitoring
and evaluation (M&E) systems that can produce solid evidence on program
effectiveness,highlightimplementationbottlenecks,andgiveactionablefeedback for
program improvement. Conclusion The Niti Aayog could also actively participate
in dealing with challenges and opportunities posed by changes in demography of
India, technological development, urbanisation and the global economic
transformation. Such a  forward-looking approach would be an
appropriatecounterparttotheneedoftheinstitutiontotargettoday'sdevelopment

challenges,andtothelaterealisationtowhichsuchafocuswouldbringthelndian policy

framework in a fast-changing world.
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TheAayogisakeyinstitutionaldepartureinlndia’sgovernanceframework.Yes, by
departing from the centralized planning model of the Planning Commission days,
NITI Aayog has brought in a new style of development planning, more
collaborative, flexible and knowledge-oriented. Its focus on cooperative
federalism, evidence based policy-making, and the involvement of multiple
stakeholders underscores the realization of how complex India’s development
challengesareandhowseveral(ratherthanonlyonepairofspectaclescanhelpin)
perceiving and resolving them. l%ring its relatively brief existence, NITIAayog
has responded to a wide variety of national level challenges, from attaining rapid,
sustainedgrowthtomanagingthecomplexdemandsofinfrastructuredevelopment,
whileensuringthatallsectionsofsocietybenefit. Ithasbeenespeciallyhelpfulin
confronting complex, cross-cutting issues with the unique ability to work across
sectors, facilitate multi-level government dialogues and convene diverse

stakeholder groups.

In an increasingly complex world full of economic disruptions, technological
turmoil, and environmental threats India would do well to have institutions like
NITI Aayog to provide strategic guidance, catalyse innovation and encourage
problem-solving with key partners. To the extent that it is able to address its
challengesand capitaliseonitsemergingopportunities, NITIAayogcouldfurther
emergeas acritical institution inlndia’s development journey, contributing to the
shapeandtrajectoryofthe ‘transforming’Indiaandtowardsthevisionofinclusive,

sustainable and resilient growth. The trajectory of NITI Aayog marks the broader
transformation of the development philosophy of India from one of government-
led, centrally directed development to one that is more market-driven, federated,
andknowledgeempowered. Whilethisevolutionunfolds,therealchallengeforthe NITI
requires it to stay relevant, responsive and impactful, in a world that is becoming

more complex and is changing so fast.
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SELF-ASSESSMENTQUESTIONS

MCQs:
WhatdoestheacronymLPGstandforinthecontextoftheIndianeconomy?

a. Land,Production,andGrowth
b. Liberalization,Privatization,and Globalization
¢. Labor,Power,andGoods

d. Loans,Policies,andGrants
Whichofthefollowingisadirecteffectofliberalization?

a. Increasedgovernmentcontroloverindustries
b. Reductionoftrade barriers
c. Stagnationofforeigninvestment

d. Decreasein competition
Privatizationprimarilyinvolves:

a. Increasinggovernmentownershipof assets
b. Transferringownershipfromthepublictotheprivate sector
c. Centralizingeconomicplanning

d. Expandingpublicsector employment
TheprimaryroleofNITIAayogisto:

Regulatethestock market

a.
b. Formulateeconomicpoliciesandpromotecooperative federalism

e

Managethecountry'smonetary policy

o

Controlimport andexport activities
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GlobalizationhassignificantlyinfluencedIndia'stradesectorby:

a. Reducingthevolumeofinternationaltrade
b. Increasingaccesstoglobalmarkets
c. Limitingforeigninvestment

d. Promotingself-sufficiencyinall sectors
Theeconomicreformsinpost-1991Indiaaremainlyfocusedon:

a. Returningto aclosed economy
b. Increasinggovernmentinterventioninallsectors
c. Openinguptheeconomytoforeigncompetitionand investment

d. Focusingonlyonagriculturaldevelopment
OneofthekeyfunctionsofNITIAayogisto:

a. Executemonetarypolicy.
b. Actasathinktank forthegovernment.
c. Managethe centralbank.

d. Regulateprivatecompanies.

How have economic reforms generally impacted India's

trajectory?

a. Sloweddowneconomic growth.
b. Createdaperiodofeconomicstagnation.
c. Ledtoacceleratedeconomicgrowthinmanysectors.

d. Hadnosignificantimpact.
AsignificantchallengeofIndia'sliberalizationpoliciesis:

Toomuchgovernmentcontrol.

a
b. Lackofforeigninvestment.

o

Rising income inequality.

o

Decreaseintechnologicaladvancement.
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¢ TheLPGmodelwasintroducedinIndiaintheyear: Post-

1991Econ
(a) 1980 omicRefo

rms

(b) 1991

(c) 2000

(d) 2010
Answer:(b)1991
ShortQuestions:

1. WhatistheLPG model?
2. WhataretheeffectsofliberalizationontheIlndianeconomy?

3. Defineprivatization andits impact.

4. WhatisthefunctionofNITIAayog?
5. Whatistheimpact ofglobalization onthe tradeofIndia?

LongQuestions:

1. AnalyzetheimplicationsofLPGmodel foreconomyofIndia.

2. Whatarethesalientaspectsoftheeconomic reformsimplementedinIndia after1991?
3. Discusstheorganizationandtheobjectivesofthe NITIAayog.

4. HowhaveeconomicreformsconditionedIndia’s growth path?

5. Discusstheproblemsandfutureof India’spoliciesofliberalization.
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Glossary

Programme (SAP)

Term Definition
. L. Theremovalorlooseningofgovernmentrestrictionsinareas of
Liberalization . ..
economic activity.
e . Thetransferofownershipandmanagementofenterprisesfrom the
Privatization . .
public sector to the private sector.
.. Theprocessofintegratingdomesticeconomywiththeworld
Globalization .
economythroughtrade,investment, andtechnologytransfer.
StructuralAdjustment Asetofeconomicpoliciesimposedtostabilizeandrestructure an

economy, often as a condition for financial assistance.

India’s policythink-tank established in2015 to replace the

NITIAayog PlanningCommissionandpromotecooperativefederalism.
FDI(ForeignDirect Investment madebya foreigncompanyorindividualinthe
Investment) business interests of another country.
EconomicReforms Chaggesinpoliciesandregulationsintendedtoimprovethe
efficiency and growth of the economy.
. Theactionofsellingorliquidatinganassetorsubsidiaryby the
Disinvestment . . .
government, often in public sector units.
NewlIndustrialPolicy Apolicythat introducedsweepingchangestoderegulatethe
1991) economy and attract private and foreign investment.
LPGModel TheeconomicstrategybasedonLiberalization,Privatization, and

Globalization adopted by India in 1991.




Summary

This module focusesonthetransformative economic reforms initiated inIndia after 1991,
which marked a turning point in the country’s development strategy. Confronted with a
severebalanceofpaymentscrisis, thelndiangovernment launchedaseriesofstabilization
andstructuraladjustment measures,collectivelyknownasthe Liberalization,Privatization, and
Globalization (LPG) model. Under this framework, economic controls were reduced, trade
barriers were lifted, and the private sector was encouraged to play a larger role. These reforms
not only opened the Indian economyto global markets but also brought significant foreign
investment and technological advancements. The privatization of public enterprises aimed to
increase efficiency and reduce fiscal burdens. Liberalization allowed for

deregulation, greater competition, and flexibility for private businesses, while globalization
helped integrate India into the international economy through trade and investment. The
reformsledtorapidgrowthinsectorslikeinformationtechnology,telecommunications,and
services. However, theyalso brought challenges such as rising income inequalityand
dependencyonglobalmarkets. Tocomplement thesechanges, NITIAayogwasestablished in
2015 as a successor to the Planning Commission to promote policy innovation and
cooperative federalism. Overall, the post-1991reforms have been instrumentalinreshaping
India’seconomiclandscape, fosteringgrowth,andpositioningit asamajorglobaleconomic player,
though continued reforms are necessary to address regional disparities and ensure
inclusivedevelopment.




MCQ-Answers
1. (b)Liberalization,Privatization,andGlobalization
(b)Reductionoftradebarriers

(b)Transferringownershipfromthepublictotheprivatesector

S

(b)Formulateeconomicpoliciesandpromotecooperativefederalism
(b)Increasingaccesstoglobalmarkets
(c)Openinguptheeconomytoforeigncompetitionandinvestment
(b)Actasathinktankforthegovernment

(c)Ledtoacceleratedeconomicgrowthinmanysectors

© o N o w

(c)Risingincomeinequality

10. (b)1991
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