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Economic development istheingtitutional
changes made to promote economic
betterment. It is the social organizational
changes made to promote growth in an
economy. It is also the process of improving
thequality of humanlifethroughincreasing per
capitaincome, reducing poverty and enhancing
individual economic opportunities. In other
words, the process of improving the quality of
human life through increasing per capita
income, reducing poverty, and enhancinga
individual economic opportunities called
economic devel opment.

What isliberalization in I ndia?:

Economic liberdization of Indiameansthe
process of opening of the Indian ecomony to
trade and investment with therest of theworld.
Till 1991 Indiahad aimport protection policy
wherein trade with the rest of the world was
limited to exports. Foriegninvestment wasvery
difficult dueto bureaucratic framework. After
the start of the economic liberalization,India
started getting huge capital inflowsand it has
emerged asthe 2nd fastest growing country in
theworld.

Economic liberalisation in India :
TheeconomicliberalisationinIndiarefers
toongoing reformsin Indiathat started in 1991.
After independencein 1947, Indiaadhered to
sociaist palicies. Inthe 1980s, Prime Minister
Rajive Gandhi initiated somereforms. In 1991,
after the International Monetary Fund (IMF)
had bailed out the bankrupt state, the goverment
of P.V. Narasimha Rao and his finance
minister Manmohan Singh started break
through reforms. The new policies included
openingfor international trade and investment,
deregulation, initiation of privatization, tax
reforms and inflation -controlling measures.
Theoverall direction of liberalisation sincethen
has remained the same, irrespective of the
ruling party, although no party hasyet tried to

take on powerful lobbies such as the trade
unionsand farmers, or contentious i ssues such
as reforming labor laws and reducing
agricultural subsidies.

As of 2009, about 300 million people-
equiva ent to the entire popul ation of the United
States-have escaped extreme poverty. The
fruits of liberalisation reached their peak in
2007, with India recording its highest GDP
growth rate of 9% With this, Indiabecamethe
second fastest growing major economy inthe
world, next only to China. An Organisation
for Economic Co-operation and Devel opment
(OECD) report states that the average growth
rate 7.5% will double the averageincomein a
decade, and more reformswould speed up the
pace. Indian government coalitions have been
advised to continue liberalisation. Indiagrows
at slower pace than China, which had
liberalised economy in 1978. McKinsey stataes
that removing main obstacles “would free
India”s economy to grow as fast as China”s,
at 10 per cent a year”.

Reforms:

The Government of India headed by
NarasimhaRao decided in several reformsthat
arecollectively termed asliberalisation in the
Indian media Narasimha Rao appointed
Manmohan Singh as a special economical
advisor toimplement liberalisation.

The reforms progressed furthest in the
areas of opening up to foreign investment,
reforming capital markets, deregulating
domestic business, and reforming the trade
regime. Liberalisation hasdone away with tahe
Licence Rg (investment, industrial and import
licensing) and ended many public allowing
automatic approval of foreign direct investment
in many sectors. Rao,s government’s goals
were reducing the fiscal deficit, privatization
of the public sector, and increasing in vestmenta
in infrastructure. Trade reforms and changes
intheregul ataion of foreign direct investment
wereintroducted to open Indiato foreigntrade
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while stabilizing extemal loans. Rao’s finance minister,
Manmohan Singh, an acclaimed economist, played acentral
role in implementing these reforms. New research
suggests that the scope and pattern of these reforms in
India’s foreign investment and extemal trade sectors
followed the Chinese experience with external trade
sectors followed the Chinese experience with externa
economic reforms.

— Intheindustrial sector, industrial licensing was
cut, leaving only 18 industries subject to licensing.
Industrial regulation wasrationalized.

— Abolishingin 1992 the Controller of Capital Issues
which decided the prices and number of sharesthat firms
couldissue.

— Introducing the SEBI Act of 1992 and the
Security Laws (Amendment) which gave SEBI the legal
authority to register and regulate all security market
intermediaries.

— Starting in 1994 of the National Stock Exchange
as a computer-based trading system which served as an
instrument to leverage reforms of India’s other stock
exchanges. The NES emerged as India’s largest exchange
by 1996.

Reducing tariffs from an average of 85 percent
to 25 percent, and rolling back quantitative controls. ( The
rupee was made convertable on trade account.)

— Encouraging foreign direct investment by
increasing the maximum limit on share of foreign capital
in joint ventures from 40 to 51 percent with 100 percent
foreign equity permitted in priority sectors.

— Streamlining procedures for FDI approvals, and
inat least 35 industries, automatically approving projects
withinthelimitsfor foreign participation.

— Opening up in 1992 of India’s equity markets to
investment by foreigningtitutional investors and permitting
Indian firmsto raise capital on international markets by
issuing Global Depository Receipts (GDRS).

— Marginal tax rates were reduced.

— Privatization of large, inefficient and loss-inducing
government corporationswasinitiated.

Economic development in India:

The economic development in India followed a
socialist-inspired policies for most of its independent
history, including state-ownership of many sectors,
extensive regulation and red tape known as “ Licence
Raj”, and isolation from the world economy. India’s per
capitaincomeincreased round 1% annualized rate in the
three decades after Independence. Since the mid-1980s,
India has slowly oened up its markets through economic
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liberalization. After morefundamental reformssince 1991
and their renewal in the 2000s, India has progressed
towards a market-based system.

In the late 2000s, India’s growth has reached 7.5%,
which will double the average income in a decade.
Analystssay that if Indiapush morefundamental market
reforms, it could sustain the rate and even reach the
government’s 2011 target of 10%. States have large
respons bilitiesover their economies. Theannualized 1999-
2008 growth rates for Gujarat (8.8%), Haryana (8.7%),
or Delhi (7.4%) were significantly higher than for Bihar
(5.1%), Uttar Pradesh (4.4%), or Madhya Pradesh
(3.5%). Indiaisthetwelfth-largest economy in theworld
and thefourth largest by purchasing power parity adjusted
exchangerates (PPP). On per capitabasis, it ranks 128th
inthe world or 118th by PPP.

Although living standard are rising fast, 75.6% of
the populaation till lives on less than $2 a day (PPP,
around $0.5 in nominal terms), compared to 73.0% in Sub-
Saharan Africa. Intermsof occupation, two-thirds of the
Indianworkforceearntheir livelihood directly or indirectly
through agriculture in rural villages. As a proportion of
GDP. towns and citiesmake over two thirds of thelndian
economy.

The progress of economic reforms in India is
followed closely. The World Bank suggeststhat the most
important prioritiesare public sector reform, infrastructure,
agricultural and rural development, removal of labour
regulations. reforms in lagging states, and HIV/AIDS
Indiaranked 120th on the Ease of Doing Business Index
in 2008, compared with 83rd for Chinaand 122nd Brazil.

Agriculture Development in India:

India ranks second worldwide in farm output.
Agriculture and allied sectore like forestry, logging and
fishing accounted for 18.6% of the GDP in 2005,
employed 60% of thetotal workforce and despite asteady
declineof itsshareinthe GDP, isstill the largest economic
sector and plays a significant role in the overall socio-
economic development of India. Yields per unit area of
all crops have grown since 1950, due to the special
emphasis placed on agriculturein thefive-year plansand
steady improvementsinirrigation, technol ogy, application
of modern agricultural practices and provision of
agricultural credit and subsidiessincethe green revolution.

Indiais the largest producer in the world of milk,
cashewnuts, cocounts, tea, ginger, turmeric and black
pepper. It also has the world’s largest cattle population
(193 million.). It isthe second largest producer of wheat,
rice, sugar, groundnut and inland fish.It isthethird largest
producer of tobacco. Indiaaccountsfor 10% of theworld
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fruit production with first rank in the production of banana
and sapota.

Therequired leve of investment for the devel opment
of marketing, storage and cold storage infrastructure is
estimated to be huge. The government has implemented
various schemes to raise investment in marketing
infrastructure. Among these schemes are construction of
rural go downs, market research and information network,
and devel opment / strengthening of agricultural marketing
infrastructure, grading and standardi zation.

Main problemsin the agricultural sector, aslisted by
the World Bank, are .

— India’s large agricultural subsidies are hamering
productivity-enhancing investment.

— Over regulation of agriculture has increased
costs, price risks and uncertainty .

— Government interventions in labour, land, and
credit markets.

— Inadequate infrastructure and services.

Research and development:

The Indian Agricultural Research Institute (IARI),
established in 1905, was responsible for the research
leading to the “Indian Green Revolution” of the.1970s.
The Indian Council of Agricultural Research (ICAR) is
the apex body in agriculture and related alied fields,
including research and education. The Union Minister of
Agriculture is the President of the ICAR. The Indian
Agricultural Statistics Research Institute develops new
techniques for the design of agricultural experiments,
analysesdatain agriculture, and specializesin statistical
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techniques for animal and plant breeding. Prof. M.S.
Swaminathan is known as “ Father of the Green
Revolution” and heads the MS Swaminathan Research
Foundation.

Authors’ affiliations:

V.B. TAK, Department of Agricultural Economics,
MarathwadaAdgricultural University, PARBHANI (M.S.)
INDIA

REFERENCES

India’s Economic Developments Since 1947 2009-10 - Paperback
(Nov 2009) by Ramesh Chand,Angus Deaton, Jean Dreze, Tim
Dyson, etal

Diversity and Change in Modern India: Economic, Social and
Political Approaches (Proceedings of the British Academy) -
Haardcover (Mara2010) by Anthony F.

Heath and Roger Jeffery

India’s Economic Developments Since 1947 2009-10 by Ramesh
Chand, Angus Deaton, Jean Dreze, and Tim Dyson

India’s Economic Relations with the USSR and Eastern Europe
1953 to 1969 (Cambridge Russian, Soviet and Post-Sovieta
Studies) by AshaL.Datar.

kkkhkkkkkkk
*kkkk*k

®HIND AGRICULTURAL RESEARCH AND TRAINING INSTITUTE®



