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Economy

Economy is a economics in a certain region. This
region is best defined today as a country, a nation

.- the Indian Economy.

Economics

Economics is the study of how societies use scarce
resources to produce valuable commodities and
distribute them among different people.
Economics studies the economic activities of man-
kind.

Economics and Economy

The relation between economics and economy,
simply saying, is that of theory and practice. While
the former is a discipline studying economic
behaviour of human beings, the latter is a stillframe
picture of it. Economics will come out with theo-
ries of market, employment, etc., and an economy
is the real picture of the things which emerges af-
ter the application of those theories.

Wings of economy

Micro economy

Basic elements in the economy including individual
agents.

single firm orindustry, price of a smgle comi Dgltv
and spending on goods by a single housetlg]d

Macro economy £ \

It studies the economy as a whole, like ng&lon
income, unemployment, poverty, balance o
payments and inflation.

e It deals with formulation of mg’de‘lgxplyi ng

relationship between factors such'as consumptlon,
inflation, savings, investment, natio come, and

finance.

~ Sectors of Indian Economy

Primary sector

Production

This sector includes all those economic activities
where there is the direct use of natural resources
eg : agriculture, forestry, fishing, fuels, metals, min-
erals, etc.

GDP -17.33%

Secondary sector
Manufacture

This sector uses "the produce of
primary sector as its raw materials. Since manu-
facturing is done by the industries, this sector is
also called the industrial sector - examples are
production of fuels, electricity, automobiles, tex-
tiles, etc.

GDP - 29.01%
Tertiary sector
Service

This sector includes all economic activities where
different ‘services’ are produced such as educa-
tion, banking, insurance, transportation, tourism,
etc.

L4
GDP - 53.66%
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Types of Economies

1. Agrarian Economy

® In an agrarian economy, agriculture dominance

prevails in both the gross national product (GNP)

and employment. More than half of India’s working

population is engaged in agriculture.

2. Capitalistic Economy

e The capitalistic form of economy has its origin in
the famous work of Adam Smith - Wealth of Na-
tions (1776).

e Anenvironment of ‘laissez faire’ (non-interference
by the government).

e A capitalist economy is an economic system in
which the production and distribution of commodi-

Samuelson

“Economics Is a soclal sclence
concerned chiefly with the way
soclety choose to employ Its
resources, which have alternative
uses to produce goods & service
for present and future
Consumption”
Samuelson’s definition is known as
a modern definition of economics

Coined the concept of net
economic welfare (NEW).

Karl marx

Father of soclalism

ties take place through the mechanism of freew
markets. : /'

e Henceitis also called as markes,economv or free

trade economy. Eg. USA 4,»"
3. Socialist Economy a‘ ,,;.""’0 -q,m

e In a socialist-economy,

are owned and operated by'&he State. All dECISIOnSfJ
érregaramg prodﬁctl’on and d’lstnbutlon are taken by
{ the celntral plannlng authonty e

Q‘ ,4" "\ \\;\”‘1~
gHencg the socialist economy is also caTIed as
“planned economy or command economy The

.‘,‘ overr ment plays an ac’nve role ‘Social welfare is

‘s‘ en i nporiance ‘henceequal opportunity is given
all.

&

e All such advantages have delivered high level of
uman development. Some of the most success-

ful socialist economies are China, Cuba, Vietnam

and North Korea.

Mixed Economy

e Inamixed economy, both public and private insti-
tutions exercise economic control.

® The publicsector functions as a socialistic economy
and the private sector as a free enterprise
economy. Eg. India

e Mixed economy coined by J.M.keynes
e Father of modern mixed economy- J.M.keynes
® Father of Indian mixed economy-J.L.Nehru

|TELEGRAM : @TNPSC NULLED

.M. Keynes

Father of new economy

Indlan Economy during the British Period Indian’s
sea route trade to Europe started only after the

J 4 1“‘;% arrival of Vasto da Gama in Calicut, India on May

20! 1498, L} "‘:e,

)
A the meatlg_ of | productlon’* e The| Portuguese had traded in Goa as early as

1310 11601 the East India Company was char-
_“tered, and the English began their first inroads into
the Indian Ocean.

In 1614 Sir Thomas Roe was successful in getting
permission from Jahangir for setting up factories
and slowly moved all parts of India.

Hundred years after Battle of Plassey, the rule of
the East India Company finally did come to an end.
In 1858, British Parliament passed a law through
which the power for governance of India was
transferred from the East India Company (EIC) to
the British crown.

Even the transfer of power from the East India
Company to the British Crown did not materially
alter the situation.

Britain had exploited India over a period of two
centuries of its colonial rule. On the basis of the
form of colonial exploitation, economic historians
have divided the whole period into three phases:
namely the period of merchant capital, the pe-
riod of industrial capital, the period of finance capi-
tal.

History of British Period
During the British period

Before the advent of the British, Indian practically
lived in village. Thus the economy of the village
was self sufficient. But under the British rule only
industries were allowed to develop.

These economic and organization change brought
down the economic condition of Indians. All the
problems are chiefly related with health, housing,
child and woman welfare and labour, recreation,
crime and social disorganization. Due to these
problems, the need for organized social work was
realized.

Period of Merchant Capital

The period of merchant capital was from 1757 to
1813.

The only aim of the East India Company was to
earn profit by establishing monopoly trade in the
goods with India and the East India’s.

¢ S ge s y -5 5
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During this period, India had been considered as
the best hunting ground for capital by the East In-

dian company to develop industrial capitalism is
Britain.

When Bengal and South India came under politi-
cal shake of the East India company in 1750s and
1760s, the objective of monopoly trade was ful-
filled.

The company administration succeeded in gener-
ating huge surpluses which were repatriated to
England, and the Indian leaders linked this prob-
lem of land revenue with that of the drain.

Above all, the officers of the company were un-
scrupulous and corrupt.

Period of Industrial Capital

e India’s traditional handicrafts were thrown out of
gear

Period of Finance Capital

e The third phase was the period of finance capital
starting from the closing years of the 19th cen-
turyand continuing tillindependence. During this
period, finance imperialism began to entrench it-
self through the managing agency firms, export —
import firms, exchange banks and some export of
capital.

e Britain decided to make massive investments in
various fields (rail, road, postal system irrigation,
European banking system, and a limited field of

education etc) in India by plundering Indian capi-
tal.

weaved cotton and silk fabrics, calicoes, artistic
wares, wood carving etc.

e Through discriminatory tariff policy, the British
Government purposefully destroyed the handi-
crafts.

e With the disappearance of nawabs and kings,
There was no one to protect Indian handicrafts,

e Indian handicraft products could not compete with
machine-made products.

e The introduction of railwaysin India increased the
domestic market for the British goods.

e “India will be a global player in the digital
economy” —Sunder Pichai, CEO Google

® The period of Industrial capital was from 1813 to ° Rai'lway' canstruction pokcy of the British led 0 conomic Growth and Development
1858, unimaginable as well as uneconomic. The poor s the economist Amartya Sen, economic
) . ) . Indian taxpayers had been compelled to finance ° per ; I
®  During this period, India had become amarket for for the construction of railways. The political growth is one aspect of economic development.
British textiles. power was handed over to the British Government Also, united nation see it like this “Economic de-
® India’s raw materials were exported to England at by the East India Company in 1858. velopment focuses not only on man’s matenahs‘tlc
low price and imported finished textile commodi- Decline of Indian Handicrafts need but it focuses on overall development or rise
ties to India at high price. In this way, Indians w in its living standards. '
exploited. V. €™ o The Indian handicrafts products had a worldwide
market. Indian exports consisted chiefly of hand
L . Differences between Economic Growth and Economic Development j
*:comparlson between Economic Growth :

“ “Economic Dévelopment

Eoonomlc Growth and

o Economlc Development

.. Del_ln_lﬂon_ /Meanlng

It is the positive quantitative change in the
output of an economy in a particular time

It considers the rise in'the output in an economy "along with the -
advancement of HDI index whicn considers a rise in living standards,

: y period advancement in-technology and overall happiness index of a nation: |
: lconcept 5 s Economic growth is the “Narrower” concept - Economic development is the “Broader” concept s
> Nature of Approach Quantitative in nature Rise in parameters like 'Qualltatuve in nature Rise in life expectancy rate, mfant
S(:oper ity GDP, GNP, FDI,Fll etc. 'lmprovement in literacy rate, infant mortality rate and poverty rate etc
Terrn /Tenure ;i . Short term in nature Long-term in nature : S FLAES ';
s«Appllcablhty Developed nation Developing economies ¥

;Measo,reme_np Technlques (T

Increase in national i

ncome

¢ Increase in real national income i.e. per capita income: -

“Frequency. of Occurrence

In a certain period of time

Continuous process

N

.G émmentAld’

“ Jt is an automatic process so may not require
25 ',govemment support/ald or lntervention

nghlv dependent on government intervention‘as lt includes BAT

widespread policies changes so wnhout government |nterventlon
- itisnot- possl ble

S

ir and equal distrib
mong all Its people

o Economlc growth does not emphaslze on the_

utlon of wealth/lncome

p It focusesona balanced and equltable distrlbutlon of wealth
g g among aII indlvldual and trles to upllft the downgrade socletlesr

:" L
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Approaches to Economic Developmént 4’/

1. Traditional Approach:

e The traditional approach defines development
strictly in economic terms. The increase in GNP is
accompanied by decline in share of agriculture in
output and employment while those of manufac-
turing and service sectors increase. It emphasizes
the importance of industrialization.

2. New Welfare oriented Approach:

e During 1970s, economic development was rede-
fined In terms of reduction of poverty, ‘inequality’
and unemployment within the context of a grow-
ing economy.

Underdevelopment

e The UDCs are characterized by predominance of

Features of an Underdeveloped Economy
Introduction

primary sector i.e. agriculture, low per capita in-
come, widespread poverty, wide inequality in dis-
tribution of income and wealth, over population,
low rate of capital formation, high rate of unem-
ployment, technological backwardness, dualism

etc.

- Low lncome & ¢ l-llgh lncome it
{ Countnes 1 Countnes P Countnes
b GN!_PQ." 1 | GNIPerCapita '\ GNIPer -
GRS Ranging - ; 2 Capitaof
! 4$9~°§ ARG | Between $906 - i $111160r
< below. And $11 154 | more

- «‘_J

r—lfferences between Economchrowth and Economic DevelomeBI]
s on0mic Development

A Eoonomlc Growth

s AR D

| Economic Development

. Deals wrth the' problems of Developed

Deals with the problems of Upcs

The term 'underdeveloped country' is relative.
The World bank in its world Development Report
classified various countries on the basls of Gross
National Income (GNV) Per Capita.

gu_‘ahtitaﬂ've as

Qnly. more tputlbut al osition ;
, 2 SO lts comi/

sl
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Measurement of Economic Development
GNP

Gross National Product (GNP): GNP is the total
market value of all final goods and services pro-
duced within a nation in a particular year, plus in-
come earned by its citizens (including income of
those located abroad), minus income of non-resi-
dents located in that country.

GNP per capita:

.

This relates to increase in the per capita real in-
come of the economy over the long period.

Economic & Non-Economic Factors

Vicious circle of Poverty

. Low Per 1
> Capita -
. Income -
) ! v

1 Ls I
oo low ownl;eve [ Low Level -
- Pre fvity -
[ ““d"my saving L of Demand

EI Low Levels of .
I Investment in

o, |

- Physical And
3 Human ('nprtal

A

e

There are circular relationships known as the ‘vi-
cious circles of poverty’ that tend to perpetuate
the low level of development in Less Developed
Countries (LDCs). Nurkse explains the ideain these
words: “Itimplies a circular constellation their par-
ents, the children would not work hard, because
the children do not know the value of the assets.

Indian Economy

Indian economy is the Seventh largest economy
of the world.

Features of a Developed Economy

High National Income

High Per Capita Income

High Standard of Living

Full Employment of Resources

Dominance of Industrial Sector

AWAKE

SURESH’

IAS ACADEMY

Determinants of Economic Development
[ e R e e O e |
Economic Factors Non - Economic Factors
1.
| | -
B Natural Resource 1. Human Resource TR
: %
i / 2. Technical Know-how )
.\Ca}pltaI‘Forma’non : i
o 3. Political Freedom !
. Size of the Market
7 4. Social Organization
5. Corruption free adminstration =
6. Desire for Development
7. Moral, ethical and somalvalu
8. Casino Capltahsm
9. Patrimonial Capitalism
R : e p—
® High Level of Technology 3. A emeRig market
e HighIndustrialisation ® India has emerged as vibrant economy sustaining
o High Corisurption Level stable GDP growth rate even in the midst of glo-
. bal downtrend.
e High Level of Urbanisation
e Smooth Economic Growth ® This has attracted significant foreign capital
. . i through FDI and Fii.
® Social Equity, Gender Equality and Low Levels of .
Poverty ® India has a high potential for prospective growth.
e Political Stability and Good Governance This also makes it an emerging market for the
Features of Indian Economy world.
i) Strengths of Indian Economy 4. Emerging Feonomy
1. India has a mixed economy e Emerging asatop economic giant among the world
o Indian economy is a typical example of mixed economy, India bags the seventh position in terms
economy. This means both private and public sec- of nominal Gross Domestic Product (GDP) and
tors co-exist and function smoothly. third in terms of Purchasing Power Parity (PPP).
2. Agriculture plays the key role ® As a result of rapid economic growth Indian
® Around 60% of the people in India depend upon economy has a place among the G20 countries.
agriculture for their livelihood. 5. Fast Growing Economy
° Lf: f:C;, ::OUt 17%" of our GDP today is contrib- o |ndia’s economy is well known for high and sus-
ed by the agricultural sector. tained growth,
® Green revolution, ever green revolution and in- °

ventions in bio technology have made agriculture
self sufficient and also surplus production.

Thoothukudi 99445 11344 Tirunelveli 98942 41422 Ramanathapuram 75503 52916 Madurai 98431 10566
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It has emerged as the world’s fastest growing
economy in the year 2016-17 with the growth rate
of 7.1% in GDP next to People’s Republic of China.

N ]

Suresh’

IAS Academy

The service sector, contributes a lion’s share of
the GDP in India.

There has been a high rise growth in the technical
sectors like Information Technology, BPO etc.
These sectors have contributed to the growth of
the economy.

Fast growing Service Sector

Large Domestic consumption

With the faster growth rate in the economy the
standard of living has improved a lot. This in turn
has resulted in rapid increase in domestic con-
sumption in the country.

Rapid growth of Urban areas

Urbanization is a key ingredient of the growth of
any economy. There has been a rapid growth of
urban areas in Undia after independence.

Stable macro economy

The Indian economy has been projected and con-
sidered as one of the most stable economies of
the world. - )

The current year’s Economic survey represents the
Indian economy to be a “heaven of macroeco-
nomic stability, resilience and optimism.
According to the Economic Survey for the year
2014-15, 8%-plus GDP growth rate has been pre-
dicted, with actual growth turning out to bea little
less (7.6%). This is a clear indication of a stable
macroeconomic growth

s Demographlc dlwdend

The human capltal of |nd|a is young. population is
nqt only mqtlvated but skilled and trained enough
to maximize the growth.

4 Weakness of Indian Economy

Large Populatlon :

lndla stands second interms of size of population
nextto Chlna and our country is likely to overtake °
china inmnear future.

/Population growth rate of India is very high and

this is always a hurdle to growth rate. The popula-
tion growth rate in India is as high as 1.7 per
1000.The annual addition of population equals the
total population of Australia.

Inequality and poverty

The proportion of income and assets owned by
top 10% of Indians goes on increasing. This has
led to anincrease in the poverty level in the soci-
ety andstill a higher percentage of individuals are
living Below Poverty tine (BPL).

As a result of unequal distribution of the rich be-
comes richer and poor becomes poorer.
Increasing Prices of Essential Goods

The continuous rise in prices erodes the purchas-
ing power and adversely affects the poor people,
whose income is not protected.

Weak Infrastructure

Even though there has been a gradual improve-
ment in the infrastructural development in the
past few decades, there is still a scarcity of the
basic infrastructure like power, transport, storage
etc.

Inadequate Employment generation

The growth in production is not accompanied by
creation of job. The Indian economy is character-
ized by ‘jobless growth’

Outdated technology

The level of technology in agriculture and small
scale industries is still outdated and obsolete.

Growth of GDP and Economic Policies

1.

Agriculture policy

Agricultural policy is the set of government deci-
sions and actions relating to domestic agriculture
and imports of foreign agricultural products. Gov-
ernments usually implement agricultural policies
with the goal of achieving a specific outcome in
the domestic agricultural product markets. Some

11
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over arching themes Include risk management and
adjustment, economic stability , natural resources
and environmental sustainability research and de-
velopment, and market access for domestic com-
modities,

Some Agricultural policies are Price policy, land
reform policy, Green Revolution, Irrigation policy,
Food policy, Agricultural Labour Policy and Co-op-
entive pohcy.

Industrial Policy

Industrial development is a very important aspect
of any economy. It creates employment, promotes
research and development, leads to modernization
and ultimately makes the economy self-sufficient.
tn fact, industrial development even boosts other
sectors of the economy like the agricultural sector
(new farming technology) and the service sector.
It is also closely related to the development
of trade.

Several industrial policies since 1948, Industrial
policy on large scale industries (eg). Textile Indus-
try policy, Sugar Industry policy, Price policy of in-
dustrial growth, Small scale industrial policy and
Industrial Labour policy.

New Economic Policy

The economy of India had undergone significant
policy shifts in the beginning of the 1990s. This new
made! of economic reforms is commonly known
as the LPG or Liberalisation, Privatisation and
Globalisation model. The primary objective of this
model was to make the economy of India the fast-
est developing economy in the globe with capa-
bilities that help it match up with the biggest
economies of the world. These economic reforms
had influenced the overall economic growth of the
country in a significant manner.

Meaning of Growth and Development

A country’s economic growth is usually measured
by National Income, indicated by Gross Domestic
Product (GDP).

The GDP is the total monetary value of the goods
and services produced by that country over a spe=5,
cific period of time, usually one year. -, [

The level economic development s 'indlcat‘ed_no! |l

just by GDP, but by an increase in clti;sns' qua!ity
of life or well-being. ! LN

The quality of life is being asséssed by séveral in-
dices such as Human Developn'i‘enundex (gdiDl),\*

"

Physical Quality of Life Index (‘LQL{)';’nd Gross e

National Happiness Index (GNHIL J

Gross National Happiness Index (GNHI)

The term “Gross National Happiness” was coined
by the fourth king of Bhutan, Jigme Singye
Wangchuck, in 1972.

It is an indicator of progress, which measures sus-
tainable develop- ment, environmental conserva-
tion promotion of culture and good governance.
Developed economies are those countries which
are industrialised, utilise their resources efficiently
and have high per capita income. The USA, Canada,
UK, France, and Japan are some of the developed
economies.

Developed economies are also termed as Ad-
vanced Countries. On the other hand, countries
which have not fully utilized their resources like
land, mines, workers, etc., and have low per capita
income are termed as under developed econo-
mies. Examples of underdeveloped countries are

Development Indicators

1.

government of Bhutan in the Constitution of HDI

Bhutan, enacted on 18 July 2008.

The term Gross National Happiness was coined in
1972 during an interview by a British journalist for
the Financial Times at Bombay airport when the
king of Bhutan, Jigme Singye Wangchuck, said
“Gross National Happiness” is more important than
Gross National Product.

In 2011, The UN General Assembly passed Resolu-
tion "Happiness”: towards a holistic approach to
development" urging member nations to follow the
example of Bhutan and measure happiness and
well-being and calling happiness a “fundamental
human goal.”

GNH is distinguishable from Gross Domestic Prod-
uct by valuing collective happiness as the goal of
governance, by emphasizing harmony with nature

pulation of working age. Ther,
dians under the age of 35 3p4
good for Indian growth j,
least Human Developmen,

A fast-growing po
are 700 million In
the demographics look
the next twenty yearsat
Index ' ’
Jn 1990 Mahbub ul Hag, 2 Pakistani Economist g
the United Nations, introduced trye Human De.
velopment Index (HDI). The HDI is a.c°mDOSite
index of life expectancy at birth, adult literacy rate
and standard of living measured as a logarithmic

function of GDP, adjusted to purchasing power

parity.

India climbed one spot to 130 out of 189 countries
in the latest human development rankings releaseg
today by the United Nations Development

Programme (UNDP).

and traditional values as expressed in the 9 do- Physical Quality of Life Index (PQLI)

mains of happiness and 4 pillars of GNH. The four
pillars of GNH's are
1) sustainable and equitable socio - economic de-
velopment;
2) environmental conservation;
3)
4) good governance.
The nine domains of GNH are psychological well-
being, health, time use, education, cultural diver-
sity and resilience, good governance, community
vitality, ecological diversity and resilience, and liv-
ing standards. Each domain is composed of sub-
jective (survey-based) and objective indicators. The
domains weigh equally but the indicators within
each domain differ by weight.

preservation and promotion of culture; and

y
Human Development Index (HDI) 4

United Nations Development Prpgra"rf?&xe has been

publishing Human Developriient Repart annually s
since 1990. HD!I helped the government to the real
uplifting ofv_standardlgf'[iving‘of the people. b
HDI was'developed by, the Pakistani Economist:
~Mahbub ul Hag and the Indian Economist Amartya

"}"‘\l

o

Thiruvalluvar.

Morris D Morris developed the Physical Quality of
Life Index (PQLI). The PQLIis a3 measure to calcy
late the quality of life (well being of a country).
For this, he included three indicators such as life
expectancy, infant mortality rate and literacy rate,
A scale of each indicator ranges from the number
1 to 100. Number 1 represents the worst perfor-
mance by any country. 100 is the best perfor-
mance.

This was assigned to 77 years which was achieved
by Sweden in 1973. The lower limit of 1 was as-
signed to 28 yearsj&hich was achieved by Guinea-
Bissau in 19607 1 :A

The'main difference between the two is the inclu-
sion of incame in HDI and exclusion of income from
PQLI. HDI:'repre'sents both physical and financial

/ attributes of devé!opment and PQLI has only the

pﬁysical as_p"é;cts of life.

Copt}l:lgutioﬁ;’ofllndia"!l Economic Thinkers

.

Alarge part of Valluvar’s economic ideas are found
In the second part of Thirukkural, the porutpal.

4 Kumar rgériAin:.1‘990 and was publishea‘\by:“itbe,._,/ Mahatma Gandhi
{ United Nations Development Programme [UNDP). e  Gandhian Economics is based on ethical founda-

‘\
)

1

L]
)
Y

ol

*!lt is constructed baséd»qn L‘lfe\ Expsczan&y Index,
'_Eduud:tlion}lndex’,ﬁan‘g\GDP Peg Capita.

HD! is based on the félloyllné three indicators
\ Longe ty.is‘measured by life expectancy at
birth,
2.+*Educational attainments,

capita (PPPS).
As per latest Human Development Report (2016)
by the United Nations Development Programme
(UNDP), India has been ranked 131" out of 188
countries. Out of 188 countries, India lies in Me-
dium HumanDevelopment bracket.

Biswajeet Guha has stated that the calculation of

L]

HDI neglected many important aspects of human
development.

e He has created four indices of HDI as HDI,, HDL,,
HDI,, and HDI,. HDI, is based on UNDP methodol-
ogy is given in Human Development Report.

e He has enlarged the scope of HDI by adding three
more dimensions such as quality of life, poverty
eradication, and urbanization.

Top three countries of HDI

e Norway (0.949)

® Australia (0.939)

Sub Saharan Africa, Bangladesh, Myanmar, Paki- e Switzerland (0.939)

stan, Indonesia etc.Th
developed Countries or Bac
Wortd Nations.

kward Nations or Third

Gross National Happiness (G NH)

Gross National Happiness { GNH) is a philosophy
that guides the government of Bhutan. It incluc}es
an index which Is used to measure the collective
happiness and well-being of a population. Gross
National Happiness s instituted as the goal of the

T T

ey are also termed as Un- o  Biswajeet Guha has stated that the calculation of

HDI neglected many important aspects of human
development. He has created four indices of HDI
as HDI‘, HDI: ) HDI, , and HDI‘ " HDI, is based on
UNDP methodology as given in
HumanDevelopment Report. He has enlarged the
scope of HDI by adding three more dimensions
such as quality of life, poverty eradication, and
urbanization.
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tions. In 1921, Gandhi wrote, “Economics that
hurts the moral well-being of an individual ora
nation is immoral, and therefore, sinful.”
Againin 1924, he repeated the same belief: “that
economy is untrue which ignores or disregards
moral values”.

3. Standard of living, measured by real GDP per Sallent Features of Gandhian Economic Thought

Village Republics: To Gandhi, India lives In villages-
He was interested in developing the villages as self-
sufficient units. He opposed extensive use of ma-
chinery, urbanization and industrialization.

On Machinery: Gandhi described machinery 3
‘Great sin’. He said that “Books could be written
to demonstrate its evils...

Industrialism: Gandhi considered industrialismas
acurse on mankind. He thought industrialism de:
pended entirely on a country’s capacity to exploit:
Decentralization: He advocated a decentralized
economy, i.e., production at a large number of

places on a smal| scale or production in the
People’s homes,

x‘l‘;llage Sarvodaya: According to Gandhi, e
'8 was to be found in villages and not in town*
orcities” So he suggested the developmentof sef
sufficient, self-dependent villages.
::::;::;ab!!ur: Gandhi realized the dignity of b
eat his°:f~ He believed that God created mant®
labour or tad by the sweat of his brow. Breat
Gandhi ody labour was the expression the
iy tused to mean manual labour.
! r::);::ctrlne of Trusteeship: Trusteeship provid®’
ns of transforming the present capital

order N
of society into an egalitarian one. It gives "f’
However, now India exPe"”

Quarter to capitalism
ences b, i : ‘
oth casing capitalism and crony capitali”
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On the Food Problem: Gandhi was against any sort
of food controls.

On Population: Gandhi opposed the method of
population control through contraceptives. He
was, however, in favour of birth control through
Brahmacharya or self- control.

On Prohibition: Gandhi advocated cent per cent
prohibition. He regarded the use of liquor as a dis-
ease rather than a vice. He felt that it was better
for India to be poor than to have thousands of
drunkards.

Jawaharlal Nehru

Jawaharlal Nehru, one of the chief builders of
Modern India, was the first Prime Minister of In-
dependent India and he was there in that post till
his death in 1964.

Democracy and Secularism

Jawaharlal Nehru was a firm believer in democ-
racy. He believed in free speech civil liberty,adult
franchise and the Rule of Law and Parliamentary
democracy. Secularism, is another signal contri-
bution of Nehru to India.

Planning

Jawaharlal Nehru was responsible for the intro-
duction of planning in our country.

Initiating the debate on the Second Plan in the
Lok Sabha in May 1956, Nehru spoke onthe theme
of planning. He said, “the essence of planning is
to find the best way to utilize all resources of man-
power, of money and so on.”

Planning for Nehru was essentially linked up with
industrialization and eventual self-reliance for the
country’s economic growth on a self- accelerating
growth, .

It was during his period, many IITs and Research
Institutions were established. He always in insited
on “scientific temper”.

Democratic Socialism

Socialism is another contribution of Nehru to In-..

dia. He put the country on the road towards a so-

cialistic pattern of society. But Nehrd" S soaaljsm

is demaocratic socialism. 45' )
R. Ambedkar {

i
B. R. Ambedkar {1891- 1956) wasaversatlle per—
sonality. He was the architect ofthe Indian Con-

.,;«_4'

stitution, a custodian of social Justlce Snda cham- A

pion of socialism and state p|ann'|ng L ),,;
Ambedkar’s writings included '1Anc|ent indian
Commerce” (a thesis submitted totHe Columbia
University.for the award of the Master of Arts
Degree in 1915),

National Dividend of India: A Historical and Ana-
lytical Study (a thesis for which he was awarded
Ph.D). His thesis was published as ‘The Evolution
of Provincial Finance in British India: A Study of
the Provincial Decentralization of Imperial Fi-
nance”.

Ambedkar’s thesis on “Provincial Decentralization
of Imperial Finance in British India” was accepted
for the M. Sc degree in 1921. And his theis“ The
Problem of the Rupee” was accepted for the award

of the M.Sc degree by the London School of Eco-
nomics in 1923,

It is a miracle that RBI was conceptualized as per
the guidelines presented by Ambedkar in his book,
“The Problem of the Rupee Its origin and its solu-
tion”.

Financial Economics

Ambedkar divided the evolution of provisional fi-
nanceinto three stages: (i), Budget by Assignment
(1871-72 to 1876-77); (i) Budget by Assigned
Revenue (1877-78 to 1881-82); and (iii) Budget
by Shared Revenues (1882-83 to 1920- -1921).

Agricultural Economics

In 1918, Ambedkar published a paper “Small Hold-
ing in India and their Remedies”. Citing Adam
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Smith’s ‘Wealth of Nations”, he made a fine dis-
tinction between “Consolidation of Holdings” and
“Enlargement of Holdings”.

Economics of Caste

It resulted in social stratification.

The caste system has resulted in the absence of
social democracy in India as distinct from politi-
cal democracy.

Economics of Socialism

Ambedkar was a socialist. He was a champion of
state socialism. He advocated the nationalization
of all key industries and suggested state owner-
ship of land and collective farming.

He was for state monopoly of insurance business.
Not only that, he advocated compulsory insurance
for every citizen.

J. C. Kumarappa

Joseph Chelladurai Kumarappa was born on 4
January 1892 in Tanjavur, Tamil Nadu. A pioneer
of rural economic development theories,
Kumarappa is credited for developing economic
theories based on Gandhism — a school of eco-
nomic thought he coined “Gandhian Economics”.

Gandhian Economics

J.C.Kumarappa strongly supported Gandhi’s nation
of village industries and promoted Village Indus-
tries Associations.

Kumarappa worked to combine Christian and
Gandhian values of “trusteeship”, non- violence
and a focus on human dignity and development

in place of materialism as the basis of his econom|c¢,m

theories. (l’f’

focused on satisfying humanpeeds andchallenges

while rooting out souo»eco:nomlc conflict unem-

ployment, poverty and| deprlvatlon Kumarappa

worked asa Professor ofeconomms at the Guj t

V|dyapith in Ahmedabad whlle serving as the edi~”
g tor of. Young Indla durlng the Salt Satyagraha

He founded the All India Vlilage Industnes Asso”

oatlon in 1935; and was |mpr|soned for more than
a yearduring the Quit India movement.

He wrote durlng his imprlsonment Economy of

\ Permanence The!Practice ‘and Precepts of lesus

'(1945) :’ind Chrlstlanlty Its Economy and Way of
Llfe (1945)

o**F{lstonan Ramachandra Guha calls Kumarappa,

“The Green Gandhian,” portraying him as the
founder of modern environmentalism in India.

V.K.R.V. Rao

According to P.R. Brahmananda, “ the great trinity
of pre-independent and post independent Indian
economists consisted of D.R.Gadgill,

C.N.Vakil and V.K.RV. Rao. V.K.RV: Rao wasa pro-
lific writer. V.K.R.V: Rao was deeply interested in
three large themes. They were:

i. NationalIncome,

ii. Food, nutrition and the distribution of good;
-and

iii. Employment and occupational distributions.

. National Income Methodology

As an applied economist, Rao’s name is remem-
bered for his pioneering work or the enumera-
tion of national income of India. Rao was a pupil
of J.M. Keynes and he worked with Colin Clark.
H.W Singer considered V.K.RV Rao as “ the best
equipped of all Keynes’ pupils.

Rao’s paper on “Full Employment and Economic
Development” was one of the earliest contribu-
tions in the field of development towards em-
ployment.

International Food Aid

Rao was influential in creating ideas and shaping
policy in the international attack on world poverty,
not only through his contributions to the question
of international aid and improved flows of exter-
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nal resources, butalso through his activities in the
field of food aid.

Support for Socialism

During the early phases of planning in India, Rao

supported the case of a socialist India, where the

state would control the commanding heights of

the economy and the public sector would play a

dominant role in economic development.

Rao’s Views on Industrialization

In his pamphlet “What is wrong with Indian Eco-

nomic Life?’ (1938), Rao gave the following rea-

sons for low per capita income and low levels of

per capita nutrition in India.

i. Uneconomic holdings with sub- divisions and
fragmentation;

ii. Low levels of water availability for crops;

iii. Excess population pressure on agriculture due
to the absence of a large industrial sector;

iv. Absence of capital;

v. -Absence of autonomy in currency policy, and
. in general in monetary matters encouraging
holding of gold.

Village Clusters

Rao felt that rural communities had to be given a
viable base.Therefore he suggested that a cluster
of villages should form a unit for rural develop-
ment, so that both social and economic interac-
tions between wllages could develop, and they
could effectlvely generate and fashion their own
development w:th a-more meaningful participa-
tion by people E

6. \\ Investment Income and Multiplier
® Gandhiand Kumarappa envisioned.an ecgnomy, o Rao s examination of the “interrelation between

mvestment, |ncome and multiplier in an under

‘\developed economy (1952) was his major con-

¥7.

tnbutlon to macroeconomlc theory.
Instltutlon Builder

L He founded three national level research institutes

" namely Delhi School of Economics, Institute of

Economic Growth (both at Delhi) and Institute for
Social and Economic Change (Bangalore).

Amartya Kumar Sen

(=

Amartya Kumar Sen The Nobel citation refers to
Sen’s contributions to social choice theory, de-
velopment economics, study on poverty and fam-
ines and concept of entitlements and capability
development (1998).

. Poverty and Famines

Sen's Poverty and Famines: An Essay on Entitle-
ment and Deprivation” (1981) is both a theoreti-
cal andan applied work. In the book, several fam-
ines have been studied in the working of a gen-
eral theoretical framework from an original angle.
He examined various meanings of poverty and
drew attention to the incidence of absolute and
relative deprivation. Poverty and Inequality Sen'’s
major point has been that the distribution of in-
come/ consumption among the persons beflow the
poverty line is to be taken into account.

. The Concept of Capability

Capability, as defined by Sen, is the ability to trans-
form Rawlsian pnmary goods to the achievement
of wellbelng

. Entitlement

Sen hasincluded the concept of entitlement items
like nutrition, food, medical and health care, em-
ployment, security of food supply in times of fam-
ine etc.

He considered famine as arising out of the failure
of establishing a system of entitlements.

Choice of Technique

Sen’s ‘Choice of Technique ‘ was a research work
where he argued that in alabour surplus economy,
generation of employment cannot be increased
at the initial stage by the adaptation of capital-
Intensive technique.
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Meaning of Liberalization, Privatization and

Globalization (LPG)

Impacts of Globalisation
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Liberalization: Liberalization refers to removal of
relaxation of governmental restrictions in all stages
in industry.

Privatization: Privatization means transfer of own-
ership and management of enterprises from pub-
lic sector to private sector. Denationalization, dis-
investment and opening exclusive public sector
enterprises to private sector are the gateways to
privatization.

Globalization: Globalization refers to the integra-
tion of the domestic (Indian) economy with the
rest of the world. Import. liberalization through
reduction of tariff and non-tariff barriers, open-
ing the doors to Foreign Direct Investment (FDI)
and Foreign Portfolio Investment (FP1) are some
of the measures towards globalization.

| Impacts of Liberaiisation
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Arguments in favour of LPG

‘a.’

Liberalization was necessitated because various
licensing policies were said to be deterring the
growth of the economy.

Privatization was necessitated because of the be-
lief that the private sector was not given enough
opportunities to earn more money.

Globalization was necessitated because today a
developed country can grow without the help of
the under developed countries. Natural and hu-
man resources of the developing countries are ex-

ploited by the developed countries and the devel-

oping economies are used as market for the fin-

jshed goods of the developed countries.

The surplus capital of the developed countries are
invested in backward economies. Obsolute and out-
dated technologies of the developed countries can

. be easily sold to poor under developed countries.

Ultimately, the rich countries can grow further at
the cost of developing economies.

Arguments against LPG

1
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Liberalization measures, when effectively enforced,
favour an’ unrestricted entry of foreign; companies
in the domestic economy. Such an entry prevents
the growth of the local manufacturers.

Privatization measures favour the continuance of
the monopoly power. Only the powerful people can
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sustainin business markets. Social justice canno

Relative position

of on Indian Economy

ition after China anq
India was at 3 positl g

be easily established and maintained. L4 ong Asian countries. India shared 8509 ofto.
: am . -
® As a result, the disparities tend to widen among +al Asias GOP (nomlnaU in 2016.
people and among regions. ' te all Industrial Sector Reforms
3. As globalization measures te»nd to integra o Minister of India announced the ned
economies of the world and bringing them al'l U"f e The Prlrn ticy on July 24, 1991. The new ool
der one umbrella; they pave the way for redistri- industrial poli V he Industrial policy itsejf
bution of economic power at the world level. radically liberalized t ' i ang
- d the industrial sector substantially,
® Only the already well- developed countries are de-regulate: . fihe Indusviloap
favoured in this process and the welfare of the o The primaryobj.ect!veso e the Mcthere
less- developed countries will be neglected. to promote major |ndustne.s ' ) [ . c éof
® The economic crisis of the developed countries pureaucrats, to abolish restrﬂc.n:r\s on foreign dln?ct
are easily spread to the developing economies investment, to liberate the indigenous Erjterfmse
through trade. from the restrictions of MRTP Act, to maintaip ,
® The following are the major changes after 1991 : sustained growth in produc‘tlvml/ and e’r‘?lovmem
1. Foreign exchange reserves started rising. and also to achieve international competitivenes,
2. There was a rapid industrialization. Important Initiatives by the Government towards
3. The pattern of consumption started improv- [ndustrial Policy '
ing (or deteriorating). e The policy has brought cha.nges in the following
4. Infrastructure facilities such as express highways, aspects of industrial regulation:
metro rails, flyovers and airports started expand- Industrial delicensing
Y 1.

Ing (but the lpcal Pecple were thiown swey). 2. Dereservation of the industrial sector
Disinvestment 3. Publicsector policy,(dereservationand reformof PSks)
® Disinvestment means selling of government secu- G

ition,of MRTP:Act
rities of Public Sector Undertakings (PSUs) to other 4. Abol'tj.,:(!--\f B f , o
PSUs or private sectors or banks. This process has 51 %I?OTEIQQ‘Inveitmép, policy and foreign technol-
not been fully implemented. T o @ 03{ palicy. |
o~ 8 4§

Industrial Deregulation
I

| Before1991

o

B % ’L’f% * Industrial Licensing forall |
bR \ commodities 3
4 @ () * Private sector not allowed |
’\“g E “\1“ in many industries. .~ 3
’}‘:’ * Controls on price fixation
oo and distribution

determine prices -

L. After1991 |

‘Licen'si ng restricted to
alocohol, drugs etc.,
Only defense, energy,
railway for public sector - Y
large scale prlvaﬁzéti‘oAn,
disinvestment iUk
Market allowed to" S

s |

Industrial delicensing policy

The most important objective of the new indus-
trial policy of 1991 was the end of the industrial
licensing or the license raj or red tapism
Dereservation of the industrial sector

Under the new industrial policy, only three sec-
tors viz., atomic energy, mining and railways wil|
continue as reserved for public sector. All other
sectors have been opened for private se
ticipation. )
Reforms related to the Public sector enterprise
The government identified strate
areas for the public sector to co
making PSUs were sold to the priv:
Abolition of MRTP Act

The New Industrial Policy of 1991 has abolisheq
the Monopoly and Restrictive Trad
1969. In 2010, the Competition Co
emerged as the watchdog in monit
tive practices in the economy.
Foreign investment policy
Another major feature of the e
was req carpet welcome to foreig
foreign technology.

Foreign investment includin

ctor par-

e

S
gic and priority
ncentrate, Loss
ate sector,

mmission has
oring compet;-

conomic reform
N investment ang

8 FDI and FPl were 3).
lowed. In 1991, the government announced 3

puram 755

e Practices Act °
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ries wherein automatic per-
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nt foreign equity.

to 74 percent and subsequently
many of these industries.
Promotion Board (FiPB)hasbeen
with international firms and 2"
Ctinvestment in select areas.
ricultura| Sector Reforms

has achieved a remarkable raté
Stry and service sector. Howevel
€ss bypassed the agricultural se
Wed  sharp deceleration in the
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cent in 1995/96 - 200405).
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cas Productivity and there was a shift toward
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Crop Insurance

The py, . :

Ministr::f‘ha" Mantri Fagg) Bima Yojana (Primé

on1i s Crop Insurance Scheme) was launche
8 February 2014
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The premium for (annual) commercial and horti-
cultural crops wifl be 5 percent.

Cold Storage

India is the largest producer of fruits and second
largest producer of vegetables in the world.

In order to overcome this constraint, the Govern-

ment of India and the Ministry of Agriculture pro-
mulgated an order known as “Cold Storage Order,
1964” under Section 3 of the Essential Commodi-
ties Act, 1955.

Kisan Credit Card Scheme

A Kisan Credit Card (KCC) is a credit delivery
mechanism that is aimed at enabling farmers to
have quickand timely access to affordable credit.
It was launched in 1998 by the Reserve Bank- of
India and NABARD.

The scheme aims to reduce farmer dependence on
the informal banking sector for credit — which can
be very expensive and suck them into a debt spiral.
The card is offered by cooperative banks, regional
rural banks and public sector banks. Based on a
review of the working of the KCC, the government
has advised banks to convert the KCCinto a smart
card cum debit card.

The Ministry of Food Processing Industries (MoFPI)

has implemented various components of Central
Sector Schemes.

Post Harvest measures

The annual value of harvest and post- harvest
losses of major agricultural produce at.national
level was of the order of Rs.92,651 crores, calcu-
lated-using production data of 2012-13 at 2014
and wholesale prices, estimated by-the Indian
Councif of Agricultural Research (ICAR).

Agricultural Produce Market Committee

Agricultural Produce Market Committee (APMC)
is a statutory body constituted by state govern-
ment in order to trade in agricultural or horticul-
tural or livestock products.

Functions of APMC

Functions of APMC are:

* 1. To promote public private partners ipdin the

-2. To provide market led exten

ambit of agricultural market;
nsio "se ices't

farmer. i\ \ %

3. To bring transparency in pricing systeﬁ'gan

parent manner.

4. Toensure paymentstothe fargwers for the sale
of agricultural produce on thé,samé day.

5. To promote agricultural activities

To diép_lay data or arrivals and rates of agricul-
tural produce from time to time into the market.

Agrarian Crisis after Reforms
a) Highinput Costs: With liberalization, India’s seed

b)

c)

d)

market was opened up to global agribusinesses.
Also, following the deregulation many state gov-
ernment institutions were closed down in 2003.

These hit farmers doubly hard: seed prices shot up,
and fake seeds made an appearance in a big way.

Cutback in agricultural subsidies: Liberalisation
policies reduced the subsides on pesticide, fertil-
izer and elasticity. As aresult prices have increased
by 300%. However, the prices of agricultural goods
have not increased to that extent. '

Reduction of import duties: With a view to open
India’s markets, the liberalization seforms also
withdrew tariffs and duties on imports. By 2001,
India completely removed restrictions on imports
of almost 1,500 items including food. As a result,
cheap imports flooded the market, pushing prices
of crops like cotton and pepper down.

Paucity of credit facilities: After 1991 the lending
pattern of commercial banks, including
nationalised bank drastically changed. As a result,
loan was not easily adequate. This has forced the
farmers to rely on moneylenders who charge ex-
orbitant rate of interest.
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duction and supporting the concepts like Make in
India and Digital India.

e Free imports and exports: Prior to 1991, in India
imports were regulated. From 1992, imports were e  Reduce export obligations by 25% and give boost
regulated by a limited negative list. For instance, to domestic manufacturing supporting the “Make
the trade policy of 1 April 1992 freed imports of in India” concept. .
almost all intermediate and capital goods. Only ¢  Asa step toDigital India concept, online proceduse
71 items remained restricted. This would affect to upload digitally signed document by CA/CS/Cost
the domestic industries. Accountant are developed and further mobile app
e Rationalization of tariff structure and removal of for filing tax, stamp duty has been developed.
quantitative restrictions: The Chelliah Committee’s o Repeated submission of physical copies of docu-
Report had suggested drastic reduction in import ments available on Exporter Importer Profile is not
duties. It had suggested a peak rate of 50 percent. required.
Export and Import Policy e Export obligation period for export items related
e The Government of India, Ministry of Commerce to defence, military store, aerospace and nuclear
and Industry announced New Foreign Trade Policy energy to be 24 months.
on 01%* April 2015 for the period of 2015-2020. o EXIM Policy 2015-2020 is expected to double the
Salient Features of “EXIM POLICY (2015-2020)" share of India in World Trade from present level of
e - The new EXIM policy has been formulated focus- 3.% by the year 2020. This appears to be too ambi-
ing on increasing in exports scenario, boosting pro- tions.
R R S R, S T T T e T S T T T

%ﬁ‘k

o
transactions taking place in marf?étgn atrgns- 5‘y"“"fa'rﬁan'ced on account of the multiplicity of controls

e It means reduction of fiscal deficit to the extent
the government has so far notified about 400 such of just 3% of GDP, as suggested by Fund Bank Poli-
zones in the country. cies. reversing the downtrend in the share of di-

e Since the SEZ deprives the farmers of their land rect taxes to total tax revenues and curbing con-
and livelihood, it is harmful to agriculture. spicuous consumption.
® India was one of the first in Asia to recognize the o Some of the important policy initiatives introduced
effectiveness of the Export Processing Zone (EPZ) for correcting the fiscal imbalance were: reduction
model in promoting exports, with Asia’s first EPZ infertilizer subsidy, abolition of subsidy on sugar and
set up in Kandla in 1965. i : o
disinvestment of a part of the government’s equity
Maj:r Ob:.\edive: of SE2s | hdldings in select public sector undertakings.
e To enhance foreign investment, especially to at- " N
tract foreign direit investment (FDIF)’and t\Lereby Monetaiy, andlFinancaliSsclotREOtms
increasing GDP. ® Reserve Requirements: Reduction in statutory li-
o To increase shares in Global Export (Internationat quidity ratio (SLR) and the cash reserve ratio (CRR)
Business). were recommended by the Narasimham Com-
e’ To generate additional economic activity. mittee Report, 1991.
To create employment opportunities. e Interest Rate Liberalisation: Earlier, RBI contmlled (iy
o To develop infrastructure facilities. the interest rates payable on deposits, (ii) the inter-
e To exchange technology in the global market. est rates which could be charged for bank loans.
Main Characteristics of SEZ e Greater competition among public sector, private
e Geographically demarked area with physical security ;ej:t.or an.d foreign b'anks and elimination of ad-
e Administrated by single body/ authomy TinistaYYe CORRPING: A ot
e Streamlined procedures e Liberalisation of bank branch licensing policy in
order to rationalize the existing branch network.
e Having separate custom area
98942 41422 Ramanathapuram 75503 52916 Madurai 98431 10566, 15
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(EPZ) in Asia was set up by

o
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Special Economic Zones

B ; | Toinvite larger foreign investments in

S India, these EPZs were converted into |,
.| Special Economic Zones (SEZs) in the year |
~{ 2000 under a new policy announced by
0 the Government of India

Based on the success of Kandla EPZ in the
i 'beginning of eighties, seven more EPZs were |
set up in Bombay, Noida, Surat, Madras, '
Falta Vlsakapathnam and Cochln

- First ever Export processing Zone |
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With:a view to overcomie the shortcomings expe-

and clearances, absence of world-class infrastruc-
ture, and an unstable fiscal regime and with a view
to attract larger foreign investments in India, the
Special Economic Zones (SEZs) Policy was an-
nounced in April 2000.

As per the Special Economic Zones Act of 2005,

Governed by more liberal economic laws.

Greater freedom to the firms located in SEZs. Asa
result, they need not respect the Government’s
rules and regulations. The social and environmen-
tal impacts were disastrous.

Fiscal Reforms

\
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® Banks were glven freedom to relocate branches
and open speclalized branches

® Guidelines for opening new private sector banks

® New accounting norms regarding classlfication of
assets and provisions of bad debt were Introduced
in tune with the Narasimham Committee Report.

® The GDP growth rate of indla Is very much appre-
clated. This growth s also due to changes In ac-
counting system. That Is why the increased GDP
growth rate has falled to allevlate the miserles of
the common people and to reduce the soclo, eco-
nomic and environmental Imbalances.

Globalization

® Globallzation Is the process of Integrating various
economies of the world without creating any bar-
riers in the free flow of goods and services, tech-
nology, capital and even labour or human capital.
Under globalization, the international markets for
goods and services are integrated.

® Globalization Is the integration of a country with the
world economy. Baslcally, globalization signifies a
process of internationalization plus liberallzation.

History of Globalization

® The term of ‘Globalization’ was introduced by Pro.
Theodore Levitt. The historical backround of glo-
balization can be discussed on three stages.

I"77 "Stage - 1 |
i Archalc Globalization
History of | | stage-2 |
Globalization, ! Proto Glohalization |
" Stage -3

:Modern globalization |

Archaic Globalization

e Andre Gunder Frank argued that a form of global
ization has been in existence since the rise of trade {

links between Sumer and Indus valley civilization

in the third millennium BC (BCE) ‘An early form of
globalized economics and culture, known as Ar-
chalc globalization existed durlng the. He&lenlstlc
Age. A i
e Dynasty made the commercial Ilnks between thesm
powers inspired the development of t the Silk Road

Proto Globalization \I( ,/f 5
e Globalization became private business phenom-
enon like British East India Company|[founded in
1600] described as the first multinational company,

and the first Dutch.

Modern Globalization

e Multinational trade contracts and agreements have
been signed, like the General Agreement on Tariffs
and Trade [GATT] and World Trade Organization
[WTO]. From 1890 and up to World War 1 instabll-
ity trade was a problem, but In the post war period
there has mostly been economic expansion which
leads to stability. Technological changes have caused
lower transporting costs, it take just a few hours to
transport goods between continents today.

Early Traders

e Inthe year 1053 AD (CE) the Kalinga traders (Mod-
ern Orissa) brought red colored stone decorative
objects for trade and also cotton textile to South-
east Asia at an early date.

The Portuguese

e The Portuguese under the leadership of Vasco da
Gama landed at Callcut on the 17th May, 1498.
Profits of goods brought by Vasco do Gama to Por-
tugal were to 60 times cost of the entire expedi-
tion to India. The arrival of Pedro Alvarez cabral In
india In 1500AD (CE) and the second trip of Vasco
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da Gama In 1502 led to the establishment of trad-

Ing statlon at Calleut Cochin and Cannanore. Cochin

was the early capltal of the Portuguese In Indla,
The Dutch In South Indla

e Dutch undertook several voyages from 1596 and
formed the ®utch East Indla company (VOC) 11602,
In 1605, Admiral van der HHagen established Dutch
Factory at Masullpatnam and Pettapoll
(Nizamapatanam),Devanampatinam. In 1610,
upon negotlating with the king of Chandragirl,
found another factory at Pulicut. Other commodi-
tles exported by the Dutch were Indigo, saltpeter
and Bengal raw silk, Pullcut was the headquarters
of the Dutch in Indla, Nagapatnam on the Tanjore
coast acqulired from the Portuguese In 1659,

The British Company (UK)

e On31st December, 1600, Queen Elizabeth granted
charter to The East Indla Company. On the south-
eastern coast, the English established at
Masulipatnam in 1611 and near Pulicat In 1626.
The Sultan of Golconda granted the English the
“Gotden Fireman” In 1632 by which they were al-
lowed to trade freely In their “Kingdom Ports”. In
1639, bullt a fortified factory In Madras which
known as Fort St.George, which soon displaced
Masullpatnam as headquarters of the English
settlement on the coromandel coast.

The Danes

e The Danes formed an East Indla company and arrive
In Indta in 1616. The Danish settlements were estab-
lished at Tranguebar (in Tamll nadu) in 1620 which
was the headquarters of Danes In India. They failed

to strengthen themselves, in India and in 1845 were~”

forced to sell all thelr India settlements to the Brldsh.

The French ra i e

e W fi [}

o The first French factory In.India was established n™

1668 by obtaining permﬁsslon from’ the Sultan of
Golconda. In.1693,the ljutch captured Pondlcherry

but was handed back. to the French) ]In 1701,/ J

~Pond|cherry Was'the headquartors of-the French.
( Settlements in the East after 1742 Political [motives
began to overshadow the deslre for commercial gain.

Globallzatlon In India ~

* In Indh the period after 1980- 81 was marked by

4 severe balance of payment difficulties mainly due
“to hike in oll price and Gulf war in 1990-91 and
hostllltles in West Asla.

" 'When the new government took overinJune 1991,
India had unprecedented balance of payment cri-
sis. The finances of the central, and state Govesn-
ment had reached a situation of near bankruptcy.

e July 1991 with a series of policy changes which
underlined globalization, liberalization and
privatization. This has come to be called as India’s
new economic policy. This policies were strength-
ened when India signed the Dunke! Draft in 1994.

Reforms made to adopt Globalization:-
(New Economic policy in India)
1. Aboiition of Industrial licensing, except for a
few industries.
2. Reduction In the number of Industries reserved
for public sector.
3. Fixatlon of a realistic exchange rate of rupee
to exchange exports of Indian goods.

4, Forelgn private sector by making rupee con-
vertible on trade, on current account and by
reducing import duties,

Forelgn exchanges regulations were suitably
amended

6. The Statutory Liquidity Ratio (SLR) was reduced
to increase lending by RBI.

Impact and Challenges of Globalizatlon
Posltlve hnpact

e Abetter economy introduces rapid development
of the caplital market,
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Increased.

o Stapdard of living has
crease better trade so that

e Globallzation rapidly In
more people are employed.

Introduced new technologles and
research patterns.

e Globallzation Increasing the GDP of a country,

It helps to Increase In free flow of goods and alsq
Lo Increase Forelgn Direct Investment.

new sclentifje

Negatlve Impact

e Toomuch flow of capltal amongst countrles, Intro.
duces unfalr and Immoral distributors of Incone,

e Another fear Is losing national Integrity. Because
of too much exchange of trade, Independent do.
mestic policles are lost.

o Rapld growth of the economy has required a ma.

Jor Infrastructure and resource extraction. This in-

crease negative ecologlcal and Soclal costs.

Rapld Increases In exploitation of natural resources

to earn forelgn exchange.

e Environmental standards and regulations have
been relaxed.

Challenges of Globalization

e The benefits of globalization extend to all coun-
tries'that will not happen automatically.

e Thefearthat globallization leads to instability in the
developing world.

e The industrlal world.that increased global compe-
tition will lead ln‘frace to the bottom in wages,

labour rlght arnd érnployment practice.
. lt Ieads to global lnbalance
GlobaHzatIon has[esulted with the embarrassment.
)

/ Globallzatlon has Jed to an increase in activities
such as chlld labor and slavery.

‘e, People started consumlng more junk food. This caused,

3 th\e degradatlon of Health and spread of diseases.
) ® Globallzatlon has led to environmental degradation.
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Planning
Meaning of planning

e Planning is a technique, a means to an end being
the realization of certain pre-determined and well-
defined aims and objectives laid down by a central
planning authority. The end may be to achieve eco-
nomic, social, political or military objectives.

Definition of planning

e Economic Planning is “collective control or suppres-
sion of private activities of production and ex-
change”. - Robbins
“Economic Planning in the widest sense is the de-
liberate direction by persons in-charge of large re-
sources of economic activity towards chosen ends”.
- Dalton

Economic Planning in India

e Consists of economic decisions, schemes formed
to meet certain pre- determined economic objec-
tives.and a soad map of directions to achieve spe-
cific goals within specific period of time.

e Soviet Union adopted economic planning for the
first time in 1928 that enabled the country to turn
into an industrial superpower.

e The idea of economic planning was strengthened
during the Great Depression in 1930s.

e After Independence, in 1948, a declaration of in-
dustrial policy was announced. The policy sug-
gested the creation of a National Planning Com=,
mission and the elaboration of the policy,of a rﬁuxed
economic system. #cf"

e On January 26, 1950, the COmStItutl%ﬂ came mto
force. In logical osder, the Plaanmng\Comm-:ssion
was created on March 15, 1950 and the“plan era

began on April 1, 1951 with the launch of the frsh
five year plan (1951-56). :‘§ \
Evolution of Planning ’

. . . N
e The evolution of planning in Indiaiis stat

1. Sir M. Vishveshwarya (1934):

e Aprominent engineer and politician made his fi first
attempt in laying foundation for economic plan-
ning in India in 1934 through his book, “Planned

" Economy of India”. It was a 10 year pian.

2. Jawaharlal Nehru (1938):

e Set-up “National Planning Commission” by a com-
mittee but due to the changes in the political era
and second World War, it did not materialize.

3. Bombay Plan (1940):
e The 8 leading industrialists of Bombay presented
“Bombay Plan”. It was a 15 Year Investment Plan.

4. S.N Agarwal (1944)

e Gave the “Gandhian plan” focusing on the agricul-
tural and rural economy.

. M.N. Roy (1945):

e Drafted ‘People’s Plan”.
zation of agricultural pr
by the state only.

J.P. Narayan (1950):
Advocated, “5arvodaya Plan” » which was inspired by
Gandhian Plan and with the idea of Vinoba Bhave.
it gave importance not only for agriculture, but en-
couraged small and cottage industries in the plan.

d below:

|t was aiming at mechani-
oduction and distribution

e After considering all the plans, in the same year

Planning Commission was set up to formulate Five 1.

Year Plan in India by Jawaharlal Nehru. He was o
the first Chairman of Planning Commission, Gov-
ernment of India.

Strategies of Planning

1. Harrod - Domar Strategy

e _ First Five Year Plan was based on This strategy.

o This strategy emphasises the role of capital
accumulation’s dual character, which on the one
hand increases the national income (demand side
role) and on the other hand increases the produc-
tion capacity (supply side rolle).

2. NehruMahalanobis Strategy

e Second and Third Five Year Plan was based on this
strategy.

e Based on Russian experience, this strategy is a two
sector model i.e., consumer good sector and capi- 3,
tal good sector.

_4.

e This strategy emphasised investment in heavys in- '\\\

8§
&

dustry to achieve industrialisation for rapld eco-
nomic development 2§ &
’ ' \:§ ! \\\
3. GandhianStrategy AN
i N
e It was enunuated by Acharya‘SN Aga(Wa| in“his
’Gandhlan Plan’in 1944 The basis objecyve ofthe 3
Gandhnan Model isto ralse the materlal as welﬂ as

LY
1 cultrual level "of the masses $0 as to provude basnc

Q \gk‘standard of lifer Ll Tt “a.
3 o
LPG Strategy ! e g
Lsealn e siston 3 .
iberalisation, Prlvatlsatlon and Globallsalon (LPG)

)
.
?; rategy of]| Iannlng wasmtroduced by the Finance
-5M|nlster ofthattlme Dr. Manmohan Singh under
Narsimha Rao Governmert.

%ﬁe strategy ended the ‘license permit - raj’ and

opened the hitherto areas reserved for the public
sector to private setor. :

PURA Strategy 5
e PURA stands for Providing Urban Amenities in Ru- ’
ral Areas and was the brainchild of APJ Abdul

Kalam.

e This strategy empbhasises on four connectivities
physical , electronic, knowledge and thereby lead-
ing to economic connectivity to enhance the pros-
perity of cluster of villages in rural areas.

Planning Commission

e The Planning Commission was set up in India in
the year 1950. The Prime Minister of India is the 6.
chairman of Planning Commission. °

e Recently, the Planning Commission has been re-
named as NITI Aayog.

National Development Council

e The National Development Council (NDC) was set
up on August 6, 1952 by a Resolution issued from
the Cabinet secretariat.

: 6th August, 1952.

Ex-officio Chairman : Prime Minister 7

e Constituted on

Ex-officio Secretary : Secretary of the Planning
commission

e Members : Chief Minister of all the states and the
members of the Planning commission

ree Standard I an
I Indlan Economyl Deg o - gual

Case for planning

To accelerate and strengthen market mechanism
The market mechanism works imperfectly in un.
derdeveloped countries because of the ignorance
and unfamiliarity with it. A large part of the
economy comprises the non- -monetized sector. The
product, factor, money and capital marketsare not
organized properly. Therefore the planned
economy will be a better substitute for free
economy.

To remove unemployment:

Capital being scarce and labour being abundant,
the problem of providing gainful employment op-
portunities to an ever-increasing labour forceisa
difficult task. The need for planning in underde-

veloped countries is further stressed by the neces-

sity of removing wlde.Sparead unemployment and
disguised unemployment in such economies.

To achieve bala?lced development:

ln the absence of sufficient enterprise and initia-

tl’ e, the planmng authority is the only institution
for plannmg theibalanced development of the

economy Forrapl economlc development, under-

oy developed countnes require the development of

‘the agncdltural and industrial sectors, the estab-
hshm-ent of social and economic overheads, the
expansuon of the domestic and foreign trade sec-
# tors in a harmonious way.

Development of Agriculture and Industrial
Sectors:

The need for developing the agriculture secto
along with the industrial sector arises from the fact
that agriculture and industry are interdependent.
Reorganization of agriculture releases surplus
labour force which can be absorbed by the indus-
trial sector. Development of agriculture is also &°
sential to supply the raw material needs of the in-
dustrial sector.

Development of Infrastructure:

The agriculture and industrial sectors cannot ¢&

velop in the absence of economic and so¢i!

overheads. The building of canals, roads, railways
power stations, etc., is indispensable for agrict
tural and industrial development. Infrastructu®®
involves huge capital investment long gestation P
riod and low rate of return. The state alone "
anvide strong infrastructural bases through P2
ning.

Development of Money and Capital Markets'

The expansion of the domestic and foreign trad®
requires not only the development of agricul“‘
and industrial sectors along with social and &
nomic overheads but also the existence of fine"
cialinstitutions, Money and capital markets are”
adequate in underdeveloped countries. This 12
tor acts as an obstacle to the growth of indus
and trade. So planning alone can provide solf
money market and capital market.

. To
femove poverty and inequalities:

Planning is the only path opento underdeVe"’p el

z:"r:\net”::d for raising national and per capit? "

creasing e”C'nE inequalities and poverty an
mployment opportunities.
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matter of enforcement. The USSR President Stalin
Types Of planninév B used to say, ‘Our plans are our instructions’,
e There is complete control over the entire resources
I by the state. There is no consumer sovereignty.
The Government policies and procedures are rigid.
mﬁ& e China and Russia follow imperative planning.
lﬁgﬂcemeﬂt 5. Short, Medium and Long term Planning:
e Short-term plans are also known as ‘controlling
{7 centralized rlndlcative {"Financial " fComprehensive plans’. They encompass the period of one year,
U 9 A Vs Partal therefore, they are also known as ‘annual plans’.
Decentralized Imperative Physical
e The medium-term plans last for the period of 3 to
7 years.

1. Democratic Vs Totalitarian Planning public sector work together. Under this ptan, the 6. Financial Vs Physical Planning:

e Democratic planning implies planning within de- outline of plan is prepared by the Government. e Financial planning refers to the technlq.ue of plan-
mocracy. People are associated atevery stepinthe e Thenit is discussed with the representatives of pri- ning in which resources are aIIocater:| in terms of
formulation and implementation of the plan. vate management, trade unions, consumer groups, money while physical Plannéng pertains to the al-

e A democratic plan is characterized by the widest finance institutions and other experts. The essen- location °_f resources in terms of men, materials
possible consultations with the various state gov- tial function of planning is coordination of differ- and machlr!ery.
ernments and private enterprises at the stage of ent economic units. 7. Functional Vs Structural Planning:
preparation. The plan prepared by the Planning e The state provides all types of facilities to the pri- e Functional planning refers to that planning which
Commission is not accepted as such. vate sector. The private sector is expected to ful- seeks to remove economic difficulties by directing

® Under totalitarian planning, there is central con- fill the targets and priorities. all the planning activities within the existing eco-
trol and direction of all economic activitiesin ac- e The state does not force the private sector but just nomic and social structure.
cordance with a single ptan. Consumption, produc- indicate the areas of operation and targets to be 8. Comprehensive Vs Partial Planning:
tion, exchange, and distribution are all controlled fulfilled. In short, the planning procedure is soft General planning which concerns itself with the
by the state. In authoritarian planning, the plan- and flexible. major issues for the whole economy is known as
ning authority is the supreme body. ® Under imperative planning, the state is all power- comprehensive plannmg whereas partial planning

2. Centralized Vs Decentralized: fulin preparation and implementation of the plan. is to consldel' o‘nly the few important sectors of

® Under centralized planning, the entire planning e Once a plan is drawn up, its implementation is a the economy ‘\ ,'5'
process in a country is under a central planning au- g R
thority. T *

e This authority formulates a central plan, fixes ob- L Plal'll'llng
jectives, targets and priorities for every sector of e -—»‘
the economy. In other words, it is called ‘planning
from above’.

3. Planning by Direction Vs Inducement: .

® Under planning by direction, there is a certral au-
thority which plans, directs and orders the execu- o~ = S— I - =
tion of the plan in accordance with pre- ditfrmlned ? “Long - ferm | Medium - term . ESshort term '

-targets and priorities. T ’* % | planning is | planningis | (planning concerns

4. Indicative Vs Imperative Planning‘1 g gﬁ ¢ considered £ Coreidered foraz e S

® |Indicative planningis pecuharto the mlx 4econo- i~ atime period | time period of 5 ! time period of 1 -/
mies. It has been in practice mﬁFrance since the over 10 years- 1. yeras- tactical | year- bperational
Monriet,Mari of1947-50. V""\_\ N\’;, ?ZE\ istrategic planning planning { : planning |

® In a mixed economy, the privat;ie’c;t%r and;the 2 SRS e : o, o ey

Performance of India’s Five Year Plans

® The concept of economic planningin India or five

year plan is derived from Russia (then USSR). in-
dia has launched 12 five year plans so far. Twelfth
five year plan will be the last one.

The government of India has decided to stop the
launching of five year plans and it was replaced
by NITI Aayog.

First Five Year Plan (1951-1956)

® It was based on the Harrod-Domar Model.

® Its main focus was on the agricultural develop-
ment of the country.

.

_Thls plan was successful and achieved the GDP
growth rate of 3.6% (more than its target)

Second Five Year Plan (1956-1961)

® It was based on the P.C. Mahalanobis Model,

® ts main focus was on the industrial development
of the country.

[ ]

This plan was successful and achieved the growth
rate of 4.1%

Third Five Year Plan (1961-1966)
® This plan was called ‘GadgilYojana’ also.
¢ The main target of this plan was to make the
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economy independent and to reach self prpalled
position ortake off.
e DuetoIndo-China war, this plan could not achieve
its growth target of 5.6%
Plan Holiday (1966-1969)
® The main reason behind the plan holiday was the
Indo-Pakistan war & failure of third plan.
During this plan, annual plans were made and
equal priority was given to agriculture, its allied
sectors and the industry sector.
Fourth Five Year Plan (1969-1974)
® There are two main objectives of this plan iLe.
growth with stability and progressive achievement
of self reliance.
Th|s plan failed and could achieve growth rate of
3.3% only, against the target of 5.7%.
Fifth Five Year Plan (1974-1979)
In this plan top priority was given to agriculture,
next cameindustry and mines.
Overall this plan was successful, which achieved
the growth rate of 4.8% against the target of 4.4%.
® The draft of this pian was prepared and launched
by D.P. Dhar. This plan was terminated in 1978,

Rolling Plan

® This plan was started with an annual plan for 1978-
79 and as a contlnuatwn of the terminated fifth
year plan.

Sixth Five Year Plan (1980-1985)

® The basic objective of this plan was poverty eradi-
cation and technological selfreliance. Garibi-Hatao
was the motto.

® It was based on investment yojana.

® Its growth target was 5.2% but it achieved 5.7%.

Seventh Five Year Plan (1985-1990)
® Objectives of this plan included the establishment
of the self sufficient economy and opportunities
for productive employment.

For the first time, due to the pressure from pri-
vate sector the private sector got the priority over
public sector,

Its growth target was 5.0% but it achieved 6.0%.
Annual Plans

Eighth five year Plan could not take place due to
volatile political situation at the centre. So two
annual programmes are formed in 1990-91&
1991-92.
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Eighth Five Year Plan (1992-1997)

ternational importance on the economic front,

sectoral, inter-departmentaﬂ, inter-state as we| as
e-state issues for all speedy execution of the

® In this plan the top priority was given to develop- dissemination of best practices from within the centr
ment of the human resources i.e. employment, country and from other nations, the infusion of government programmes.
education and public health. - new policyideas and specific issue-based support. g coordinating Interface with the World:
®  During this plan, New Economic Policy ofindiawas ® In order to understand the achievements ofthe NI |, will act nodal point to harness global expertigg
introduced. . Aayog, researches need to be done then and there. and resources coming from International orgap;,
e This plan was successful and got annual growth Functions of NITI Aayog Jations for India’s developmental process.
rate of 6.8% against the target of 5.6%. 1. Cooperative and Competitive Federalism: 9. Internal Consultancy:
Ninth Five Year Plan (1997-2002) o Toenable the States to have active participationin 4 |t providesinternal consultancy to Centraland stat,
® The main focus of this plan was “growth with jus- the formulation of national policy. governments on policy and programmes.
tice and equity”. 2. Shared National Agenda: 10. Capacity Building:
® This plan failed to achieve the growth target of e Toevolve ashared vision of national development |\ . - hies to provide capacity building and tech.
7% and Indian economy grew only at the rate of priorities and strategies with the active involve- nology up-gradation across government
5.6%. '
ment of States. benchmarking with latest global trends and prq.
Tenth Five Year Plan (2002-2007) 3. Decentralized Planning: viding managerial and technical kmow-how.
e This plan aimed to double the per capita income e Torestructure the planning process into a bottom- 11. Monitoring and Evaluation:
of India in the next 10 years. up model. ' i ici
o It aimed to reduce the ti 15% b ete L, ) e It will monitor the implementation of policies ang
o poverty ratio to 6 by 4. Visionand Scenario Planning: progammes and evaluate the impacts.
: e To design medium and long-term strategic frame- i . . .
. . itiati Atal Innovation Mission, Ayushma
e Its growth target was 8.0% but it achieved only works towards India’s future. e Initiatives like Ata " y' an
7.2% . Bharat approach towards water conservation mea.
Eleventh Five Year Plan (2 3. INetworkiof Experfise: sures and the draft bill to establish the National
e ive Year Plan (2007-2012) e To mainstream external ideas and expertise into Medical Commission to replace the Medical Coun-
e Its main theme was “faster and more inclusive government policies and programmes through a cil of India have all been conceptualized in NITI
growth”. collective participation. Aayog
e Its growth rate target was 8.1% but it. achieved 6. Harmonization: e NITI Aayog is also bringing about a greater level of
only 7.9% To facilitate harmonization of actions across differ- accountability. It has established a development
Twelfth Five Year Plan . (2012-2017) ent layers of government, especially when involv- monitoring and € alu‘\‘ation office which collects
e Its main theme is “Faster, More Inclusive and Sus- ing cross-cutting and overlapping issues across mul- dataont e"ﬁ?ﬁfoﬁnarice of various ministries.
tainable Growth”. tiple sectors; through communication, coordina- ey P}l ) %9)7
e - Its growth rate target is 8% tion, collaboration and convergence amongst all ® l=Js1ng‘~éuc ) dataﬂ the“Aayog makes performance
e 8 I o. the stakeholders. &?&f;‘—‘“@% éxsed ?n rfng of)‘states to foster a spirit of com-
ayo etitiva. federalism. ¥
YOE . 7. Conflict Resolution: Y ‘\ p‘e‘tltnvejederahsn\l. The success of r\fITI Aay'og can
e NITI Aayog (National Institution for Transforming . =7y 4. #=s" beevaluated aftera substantial period of time.
" e To provide platform for mutual.consensus to intets ] i [
India) was formed on January 1, 2015 through a P Y \»x \ ?k ! i
Union Cabinet resolution. NITI Aayog is a policy i P,;;rr" o, \_\ LY} ]
[ e Y, N Ros A
ink- India. It
think-tank of the Gt'Jvemment. Of_ ndla, | S.No Year Five year Plan Priority Strategy Target Acheived:
replaced the Planning Commission from ; B . : S U
13th August, 2014. The Prime Minister is 1. R 1951- 56 1st plan Priority to agriculture, irrigation 21 3.6
the Chairperson of NITI Aayog and Union and power projects
Ministers will be Ex-officio members. The & : A
el < ior e
Vice- Chairman of the NITI Aay{og‘is the, ; % 2, § 1956 G]j 2nd Plan Priority to Industry 4.5 4,Q ’:
functional head and the first Vjce- Chair} 3. §1961-66 § 3rdPlan [ Basicindustries 56 T
man was Arvind Panangariya. ﬁ;" . » _ ) s »
Pillars of effective Governance of i!’ Il Aayog., 4. || 1969 - 74 4th Plan Growth with distributive justice 5y S ST
Pro - people \“ \; 5. §1974-73 Sth Plan Poverty eradication and self reliance 44 k S.i
) - Activit Y 1 i AU [N ¥ AR ' : g
2, fro-Actvity ¥ JR 6. f1980-85f 6thPlan Poverty alleviation 532 A,
3. Participation /- " -2 5.
4. Empowering i,,«r" 7. ‘1985‘- 90 7th Plan Generation of employement 5.0 5.8
5. '"?'”5i°“ of all 8. §§ 1992-97 | - 8thPlan Employment Generation leading 5 G 6.7
6. Equality a to achieve full employment by 2600, ;
7. Transparency 9, § 1997 -02 9th Plan Growth with social justice and 6.5 5.4
e Aayog will monitor, coordinate and ensure . equality . R
implementation of the accepted sustain- TR Y v SO G - _ k
able development goals. 10. § 2002 - 07 10th !?Ian 2:[;37:;2:0; of fﬁovmy and g 77
: rowth. - h e A
e NITI Aayog serves as a knowledge hub and y 5 . : 3t : , Py
monitors progressinthe implementation of 11. § 2007 - 12 11th Plan Rapid and inclusive growth : ; ; s
policies and programmes of the Govern- - < r e B I 7 A
ment of India. R [ Sur RS A Ao F AR Ui il S - By
. : 12.§ 2012-17 8 12thPlan - § Rapid inclusive an inable g
e Itincludes the matters of national and in- s 3k FIERI Ay 1 et Elu;n,v_e and sust;lnaplg growthy : 82 . MR
J—
° o > 2 i
g FIHBIEGIP g BSpapetaa 2.  SIMDBIBYTD g -
: j @ GG 82, yefam5se. »
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Historical Development

The Ricks Banks of Sweden, which had sprung from
a private bank established in 1656 is the oldest
central bank in the world. It acquired the sole right
of note issue in 1897. But the fundamentals of the -
art of banking have been developed by the Bank
of England (1864) as the first bank of issues.

A large number of central banks were established
between 1921 and 1954 in compliance with the
resolution passed by the International Finance Con-
ference held at Brussels in 1920.

Functions of Central Bank (Reserve Bank of India)

e The Reserve Bank of India (RBI) is ¢ndia’s central
banking institution, which controls the monetary
policy of the Indian rupee. )
It commenced its operations on 1 April 1935 in ac-
cordance with the Reserve Bank of India Act, 1934.
The original share capital was divided into shares of
%100 each fully paid, which were initially owned en-
tirely by private shareholders.
Following India’s independence on 15 August 1947,
the RBI was nationalised on 1 anuary 1949.
Monetary Authority:
It controls the supply of money in the economy to
stabilize exchange rate, maintain healthy balance
of payment, attain financial stability, control infla-
tion, strengthen banking system.
. The issuer of currency:
The objective is to maintain the currency and credit
system of the country. Itis the sole authority to issue

= LW
currency. It also takes action to control the circulation==15..Banking Ofabudsman Sche“n_\g 4

of fake currency.

4

The issuer of Banking License:
As per Sec 22 of Banking Re| um, ery bank
has to obtain a bankingiéense T 'R 0 con-
duct banking business ingndia.
Banker to the Government;: <\

te

It acts as banker both to the céntral and the

nurturing the
market for government securities. It advises the gov-
ernment on banking and financial subjects.
Banker’s Bank:

RBI is the bank of all banks in India as it provides
loan to banks, accept the deposit of banks, and
rediscount the bills of banks.

Lender of last resort:

The banks can borrow from the RBI by keeping eli-
gible securities as collateral at the time of need or
crisis, when there is no other source.

Act as clearing house:

For settlement of banking transactions, RBI man-
ages 14 clearing houses. It facilitates the exchange

ofinstruments and processing of payment instruc-
tions.

Custodian of foreign exchange reserves

It acts as a custodian of FOREX. It administers and
enforces the provision of Foreign Exchange Man-
agement Act (FEMA), 1999. RBI buys and sells for-
eign currency to maintain the exchange rate of In-
dian rupee v/s foreign currencies.

Regulator of Economy

It controls the money supply in the system, moni-
tors different key indicators like GDP, Inflation, etc.

9
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10.

11,

12,

13.

14,

16.

. ,40 measure the performance of banks against
Codes and standards based on established global .

Managing Government securities

RBI administers investments in institutions when
they invest specified minimum proportions of their
total assets/liabilities in government securities.
Regulator and Supervisor of Payment and
Settlement Systems

The Payment and Settlement Systems Act of 2007
(PSS Act) gives RBI oversight authority for the pay-
ment and settlement systems in the country. RBI
focuses on the development and functioning of
safe, secure and efficient payment and settlement
mechanisms.

Developmental Role

This role includes the development of the quality
banking system in India and ensuring that credit is
available to the productive sectors of the economy.
It provides a wide range of promotional functions
to support national objectives. it also includes es-
tablishing institutions designed to build the
country’s financial infrastructure. It also helps in
expanding access to affordable financial services
and promoting financial education and literacy.

Publisher of monetary data and other data:

RBI maintains and provides all essential banking
and other economic data, formulating and /(:)(iticalgy
evaluating the economic policies in Ingia’f RBI col;
lects, collates and publishes data regularly. ’

P ] g Y. Mﬂét
Exchange manager and“controller

Commission on Indian Currency and Finance (J.
M. Keynes and Sir Ernest Cable were its members)
made recommendation to create a central bank.
As a result, the RBI Act 1934 was passed and RBI
launched in operations from April 1, 1935. RBl was
established with a share capital of Rs.5 crores di-
vided into shares of Rs.100 each fully paid up. The
entire share capital was owned by private share-
holders. Its head office was in Calcutta and moved
to Mumbai in 1937.

After independence, the Government of India
passed Reserve Bank (Transfer to Public Owner-
ship) Act, 1948 and took over RBI after paying
appropriate compensation to the private share-
holders. From January 1, 1949, RBI started func-
tioning as a government owned central bank of
India. It had three departments. The RBI was the
central bank of Burma until 1947, and the central
bank of Paki's;t‘g‘r?until June 1948,

Organisational Structure of RBI

Gl
g.

)l
1

v ; % O
RBI represents Indis asamemberofthe ntematwn%k

Monetaryf-und.[llvfl?]. ostof theoomme?t’lhl@anks
il N S »
a;e-authorlzed dealers of RBI. "B

P

in 1995. ndertrﬁssc?eme,theco plainants can
le N R o

ndcanal ’*apg&al to the Ombudsman against the
ar‘s a:%he othep'decisions of the Banks.

nking

es and Standards Board of India:

practices, the RBI has set up the Banking Codes
and Standards Board of India (BCSBI).

RESERVE BANK OF INDIA

History . .

Formed on April 1, 1935 in accordance with the
RBI Act, 1934 ’

® Nationalized on January 1, 1949 (Fully owned by
GOl)

e Governors and 4 Deputy Governors along with a
central board of Governors and 4 deputy Gover-
nors along with a central board of directors ap-
pointed by the GOI .

e Osborne Smith was the first Governor of RB|

Origin of RBI

e The Imperial Bank of India carried out the note

issue and other functions of the central bank. In
1926 the Hilton-Young Commission or the Royal

L4

. ?&Bﬂintro ged th@&anking@;ﬁﬁﬁ} al

eir complairits,in aq@yﬂf{ncluding online *

he"\head gfﬁ%e’of the RBI is situated in Mumbai.
:%'ﬂs‘i entraﬁ[ofﬁce has 33 departments in 2017. It
h’_ésJour zohal offices in Mumbai, Delhi, Calcutta
and C| enna_!functioning under local boards with
depu _govél"nors as their heads. It also has 19
rech;a‘ offices and 11 sub-offices (2017). The RBI
is governed by a Central

. Q Board of Directors. The 21 member board is ap-

pointed by the Government of India. It consists
of;

a. one governor and four deputy governors ap-
pointed for a period of foyr years,

b. ten directors from various fields

c. two Government officials

d. four directors - one each from local boards.

Functions of RBI

® The functions of the RBI can be grouped under
three heads.

A. Leadership and Supervisory Functions

B. Traditional Functions and

C. Promotional Functions.

Achievements of the RBI .

1. RBIis one of the best centra|~banks in the world.
RBI took proactive measures during global eco-
nomic slowdown in 2008-09 to save Indian
economy.

2. National Bank for Agriculture and Rural Develop-
ment (NABARD) was once a subsidiary of RBI. It is
the first of its kind in the entire world.

3. The demonetisation in 2016-17 was a_grand suc-

cess because of the leadership role of the RBI.

Administration

® Itis the Central Bank/Regulator for all bank in India

® Also called “Lender of Last Resort”

Functions

® lIssues currency

® Bankerto the government

® Headquarter moved from Calcutta to Mumbai in
1937 .

® Regulator of Indian Banking system

e Custodian of Forex

e Controller of credit

27
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Role of the Reserve Bank of India

A government has the responsibility to regulate
money supply and oversee the monetary policy.
Hoarding of money must be avoided at all costs in

a country’s economy. Only then money can be
saved in banks.

A major portion of the savings in banks are used
for the development of industries, economic
growth and various development schemes for the
welfare of the poor.

Dr. B.R. Ambedkar’s Ph.D.thesis on ‘The Problem
of the Rupee - Its origin and solution’ was the ref-
erence tool and provided guidelines for the Re-
serve Bank of India Act of 1934.

All the major and important banks were
nationalised (1969) in India. The Reserve Bank of
India (RBI) regulates the circulation of currency in
India.

The Reserve Bank of India started its operations
on 1st April 1935. It was permanently moved to
Mumbai from the year 1937. RBI was natinolised
in 1949. 85% of the printed currency is let for cir-
culation. According to the statistics available as
on August 2018, currency worth of 19 lakh crore
are in circulation.

Relationship between Money and Prices

How Is currency printed in Indla?ss

There is a close relationship between volume of
circulation money and the price of things. 90% of
the products are manufactured with the main aim
of sales or meant for services. Growing crops and
production are done on a commercial basis, rather
than on a subsistence level.

This phenomenon also increased the importance
of the market and money. The relationship be-
tween money and price is connected with the Mon-
etary policy. 3

There is a close relationship between the growth
of money supply and inflation. Price controls play
averyimportantrolein a country’s economic sta-
bility. This role is played by the Central Bank of
our country, RBIin India.

Currency is the medium of exchange in a country.
4

The Indian currency is called the India 'R'ﬁ’;;ée
(INR). In a country the foreign cugrency is calleg
foreign exchange. 4 | ‘\}1 (]
Purchasing capacity of all cyrfenc{ies *"j"f‘thé?xworldbe
are compared using the US(doIlaraithe staRdard

currency. This value differs from country to coun- =

try. Most of the internatéoni?trade transactions
are carried outin USdollar.

One rupee and two rupee not &;e’ffrfft printed
in India in the year 1917. The Reserve Bank of In-
dia is empowered to issue the Government of
India notes since1935. 500 rupee note currency
was introduced later.

In 1940, one Rupee notes were issued again. Till
1947, the currency notes with the image of King
George VI were in circulation. After Independence,
the Government of India issued currency notes.
In 1925, the British government established a gov-
ernment press at Nasik in Maharashtra. Curren-
cies were printed three years later. In 1974, a press
was started in Dewas, Madhya Pradesh. (Security
Printing and Minting Corporation of India Ltd.)
In the 1990s. two more presses were started in
Mysuru, Karnataka and Salboni in West Bengal to
print bank notes. :

The Reserve Bank of India has the authority to
decide the value of currency to be printed and
how the amount should reach its destination
safely. Around ten thousand workers are employed
here. Countries like Sri Lanka, Bhutan, Ira.q and
Africa have drawn contracts for printing their cur-
rencies and sent to the respective countries.
Though the RBI has the power to print u.p to ten
thousand rupee notes, at present a maximum of
upto rupees two thousand is printed.

Paper money

e The first rupee was introduced by Sher Shah Suri
based on a ratio of 40 copper pieces (paisa) per ru-
pee.

e The name wasderived from the Sanskrit word Raupya,
meaning silver.

® Each banknote hasits amount written in 17languages
(English and Hindi on the front and 15 other on the
back) illustrating the diversity of the country.

Public Sector & Private sector banks

Public Sector Banks

e Public sector bank is a bank in which the govern-
ment holds a major portion of the shares. Say for
example, SBI is public sector bank,

Private Sector Banks

e Of the total banking industry in India, public sec-
tor banks constitute 72.9% share while the rest is
covered by private players.

e In terms of the number of banks, there are 27
public sector barnks and 22 private sector banks.As
part of its differentiated banking regime, RBI, the
apex banking body, has given license to Payments
Bank and Small Finance Banks (SFBs). This is an
attempt to boost the government’s Financial In-
clusion drive. (But, there may be other problems).

Nationalisation of Banks

e Five Year Plans came into existence since 1951 .
The main objective of the economic planning
aimed at social welfare.

e 14 Banks were nationalised on 19 July 1969 and
later six banks were nationalised on 1980.

Objectives of Nationalization

1. The main objective of nationalization was to attain

1980 : 6 banks with deposits above Rs. 200 crores

were Nationalized

15 April 1980

1. Andhra Bank

2. Corporation Bank

3.. New Bank of India

4. Oriental Bank of Commerce

5. Punjab & Sindh Bank

6. Vijaya Bank

The Agricultural Refinance Development Corpora-

tion (ARDC)

(] Agr'icultural Refinance Development Corporation
(ARDC) was established by an Act of Parliament
and it started functioning from July 1, 1963.

Objectives of the ARDC:

e To provide necessary funds by way of refinance to
eligible institutions such as the Central Land Devel-
opment Banks, State Co-operative Banks, and Sched-
uled banks.

e To subscribe to the debentures floated by the Central
Land Development banks, State Co-operative Banks,
and Scheduled banks, provided they were approved by
the RBI.

Regional Rural Banks (RRBs)

e One of the important points of the 20 points eco-
nomic programme of Mrs. Indira Gandhi during
emergency was the liquidation of rural indebted-
ness by stages and provide institutional credit to
farmers and artisans in rural areas. It was in pur-
suance,o_f_thi‘s\ aépect of the New Economic
pvrogra:ﬁ\;ﬁe"‘.'t‘hé} tf_i/e Government of India setup

E" Regional Rural Banks (RRBs) on 1975.

7 4, % | ) .
social welfare. Sectors such as agriculture, small 5nd\; e}, Theshare capital of RRBis subscribed by the Central

village industries were in need of funds for their i
expansion and further economic deyelo;';’mentcu"’L

A ¥ |
2. Nationalisation of banks hélped to c‘@rb private mo-

nopoliesin orderto ei"\sure asmooth supplygf credit

to socially desirabl_c\e sectionsiy Sy,
3. In I}ndi’é,'nearly 70%'of population Iivéd iqmr’i»lla‘r-

4
2

4 tie"{sl were not:’ayailable“.\”\x‘

.'i Before Indepe \dente, the numbers of banks were

J certainl lipadequate. After nationalization, new

bank branches were opened in both rural and
Lifban areas.

6. Banks created credit facilities mainly to the agri-
culture sector and its allied activities after nation-
alization.

7. After New Economic Policy 1991, the Indian banking
industry has been facingthe new horizons of competi-
tions, efficiency and productivity.

e With all these developments people in villages and

slums depend largely on local money lenders for their

credit need. This is unfortunate. -

S

w
4

>1969 : 14 banks with deposits above Rs. 50 crores

were Nationalized. 2o
19 July 1969

Allahabad Bank’

Bank of Baroda

Bank of Maharashtra

Canara Bank

Central Bank of India

Dena Bank

Indian Bank

Indian Overseas Bank

Ve NOWL A BN

Punjab National Bank

[y
o

. Syndicate Bank

. Union Bank

. United Bank of India
. UCO Bank

. Bank of India

I <
S W N B

U Government (5@%), the State Government concerned

,}~ (15%), and the sponsoring commercial bank (35%).

g ; iy

*{« The main objective of the RRBs is to provide credit
*-and other, facilities particularly to the small and

% marginal farmers, agricultural labourers, artisans

§ and.small entrepreneurs so as to develop agricul-

- eas. Thereforejt was i.‘\e{eded to encourage the bank- ‘.f ture, trade, commerce, industry and other produc-
"4 S0 ] B L~ ~ W S
! |r:5231§|t amqo]r}g the:?llalfopU|§§:gn;i \ Ve
4. Nationalisation of.banks xlas requiredjto reduce
2 8 " s 3 o . .
'A the regional imbalances where the'banking facili-

tive activities in the rural areas.
Functions of NABARD ’

® NABARD acts as a refinancing institution forall kinds
of production and investment credit to agriculture,
small-scale industries, cottage and village industries,
handicrafts and rural crafts and real artisans and
other allied economic activities with a view to pro-
moting integrated rural development.

® It provides short-term, medium-term and long-
term credits to state co-operative Banks (SCBS)
RRBs, LDBs-and other financial institutions ap*
proved by RBI.

® NABARD gives long-term loans (upto 20 Years) 0
State Government to enable them to subscribe t0
the share capital of co-operative credit societies:

® NABARD gives long-term loans any institution ap”
proved by the Central Government or contribute t0
the share capital or invests in securities of any inst"
tution concerned with agriculture and rural develo?”
ment.

[ ]

NAP’.\RD has the responsibility of co-ordinating the
activities of Central and State Governments, the P2
ning Commission (now NITI Aayog) and other all ™
dia and State level institutions entrusted with th°
deve!°Pment of small scale industries, village and®”
tage industries, rural crafts, industries in the tiny 2"
decentralized sectors, etc,
lndust.rial Finance Corporation of India (IFCI)
. T_h's Was first in the chain of estabiishment of 3"
icf:lucstt)'r-lpt:;atioms to provide financial assistanc® }
1, 194 aldevelopment. This was established 0"
» 1948 under the Act of the Parliament.
Industrial Creditan

f /
Indla (Icic1) f Invastimiit Corporation &

. i K
Z:|swas setup on 5th January 1955 asa]oi"t'swics,
MPany on the advice given by a three-man
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sion sponsored by the World Bank and The Govern-
ment of USA to the Government of India. The prin-
cipal purpose of this institution is to channelize the
World Bank funds to industry in India and also to
help build up a capital market.

Industrial Development Bank of India (IDBI)

The Development Bank was a wholly owned sub-
sidiary of the Reserve Bank of India upto February
15, 1976. It was delinked from the RBI with effect
from February 16, 1976 and made an autonomous
corporation fully owned by the Government of In-
dia. :

i) Assistance to other financial institutions; and
i) Direct assistance to industrial concerns either
on its own or in participation with other insti-
tutions.

The financing of exports was also undertaken by
the IDBI till the establishment of EXIM BANK in
March, 1982.

State Financial Corporation (SFCs)

The government of India passed in1951 the State
Financial Corporations Actand SFCs were set up in
many states.

State Industrial Development Corporations
(SIDCOS)

The Industrial Development Corporations have been
set up by the state governments and they are wholly
owned by them. These institutions are not merely
financing agencies; they are entrusted with the re-

T

sponsibility of accelerating the industrialization of

their states.

he Two Faces of Monetary Policy

Inflation

C

i d oo

R

heap Money Policy
Borrowing is easy
Consumers buy more
Businesses expand

More people are employed
People spend more

ecession

Dear Money Policy

LAl 2 - |

Borrowing is difficult
Consumers buy less

Businesses Postpone expansion
Unemployment increases

Production is reduced

E- Banking

Online banking, also known as internet banking, is
an electronic payment system that enables custom-
ers of a bank or other financial institution to con-
duct a range of financial transactions through the
financial institution’s website.

Today, “virtual banks” (or “direct banks”) have only
an internet presence, which enables them to lower
costs than traditional brick-and-mortar banks.

{  RTGS and NEFT ]

| NEFT

RTGS

National electronic Fund Transfer

Real Time Gross Settlement

Transactions happens in batches

henceslow.

Transactions Happens in real time hence fast

Timings : 8:00 am to 6:30 pm
(12: 30 pm on Saturday)

Timings : 9:00 am to 4:30 pm
(1:30 pm on Saturday)

No minimum limit

Minimum amount for RTGS trans fer is T 2 lakhs

Tt g o sy

ATM (Automated Teller Machme) e %
e ATMs transformed the banktech system when they §

Paytm

\ 2 %

were first introduced in 1967. " ,‘ ‘1,

i ﬁ |1
~¢‘_‘  §
Payments Bank. In August 2015 Paytm\recelved a
license from RBI to launch a payments ’ban »The
Paytm Payments Bank is a separate entrty in Wthh

founder Vijay Shekhar Shan&a will holdSl% share,
&
|

I § 3
LU

’o
\J

lOne97 Communlcatlons holds 39% and 10% will be
held by a sub5|d|ary of Oneg7-and Sharma.
Y

! Deblt card and Credlt Card'

A Deblt card isa card aIIowmg the holder to trans-
ier money electronically from their bank account
when making a purchase.

A credit card is a payment card issued to users
(cardholders) to enable the cardholder to pay a

l - Securities Printing and Minting in India J
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merchant for goods and services based on the
cardholder’s promise to the card issuer to pay them
for the amounts so paid plus the other agreed
charges.

Non - Performing Assets

Once the borrower falls to make interest or princi-
pal payments for 90 days the loan is considered to
be a non-performing asset (NPA).

Merger of Banks

Union Cabinet decided to merge all the remaining
five associate banks of State Bank Group with State
Bank of India in 2017. After the Parliament passed
the merger Bill, the subsidiary banks have ceased
to exist.

Five associates and the Bharatiya Mahila Bank have
become the part of State Bank of India (SBI) be-
ginning April 1, 2017.

Demonetisation

Demonitisation is the act of stripping a currency unit
of its status as legal tender. It occurs whenever there is
a change of national currency.

On 8 November 2016, the Indian Prime Minister Mr.
Narendra Modi announced the demonetization of
all 3500 and T1000 bank notes of the Mahatma
Gandhi Series. However, more than 99% of those
currencies came back to the RBI.

Objectives of Demonetisation

1.
2.
3.
4.

Removing Black Money from the country.
Stopping of Corruption.

Stopping Terror Funds.

Curblng Fake Notes

Demonetlzatlon A /

DemPnetlzatlon is defined as to stripping a cur-
rency unit of its status as legal tender

In tlme 1946 Rs. 1000, 10000
1~ tlme 1978 Rs 1000, 5000, 10000.
III“’tlme(S Nov 2016) - Rs. 500, 1000.

) Demonetlsatlon and Remonetisation

o g Government of India on the recommendation of

‘the RBI carried out demonetization on November
8,2016in orderto; a) to crack a whip against black
money, b) drive out counterfeit currency in circu-
lation, c) formalization of cash dependent busi-
ness, and d) dismantling the financial strength of
terrorism and naxalism. There were ¥ 17,118 bil-
lion value of X 500 and %1000 currency notes in

‘circulation before demonetisation.

They consisted of around 2,203 crore pieces of
notes. Of these 98.96% notes were returned to the
banks. Subsequently remonetisation was carried
out by issuing new 2000 and ¥ 500 currency notes.

" Modernised Currency Notes Press (1995)
Security’ Paper Mill (1967 -68)°

Indlan Govemment mint

Mysore (Kar) Salbani
Hoshangabad
Mumbai, Hyderabad; Noida, Nasik

Security Press Station Related to
- India Security.Press (1922) Nashik - Postal material, Postal stamps etc.
,Securlty Printing Press ‘(1982)A‘ Hyderabad Union excise duty star'nps/ ;
Currency Notes Press (1928) Nashik Bank notes fromX 1 to ¥ 100
 Bank Notes Press (1974) Dewas (MP) Bank note of ¥ 20, ¥ 50, T 100, T 500

(West Bengal)

Banks and currency notes paper

Value| ‘Dimensions | Main Colour - | Backside |- ls00 - 66 x.150 mm .~ _Olive green Red Fort
‘("“’ 4 ; 2000 | 66 <166 mm Magenta Mangalyan

: ; 63x97 mm "} Blue 3 Sagar Samrat oil rug g ' . - - — :
A AT pe a Devaluation of Currency

10 o e 55 o | choccine brqwn S Ternple Devalﬁatldn‘ Year 'PérCentege - ! Finance Minister S
20 | 63x147 mm | Red Orange - Mount Harriet, Port Blairl| "=t | 1949June "} ' 305%" | prichnMathai

501 1] 66 x 135 mm | Fluorescem Blue Harmpl with Charlot Second | 1966 June - 57% | DrSachindra chaudhrv
"10,0“ 73 x157 mm' | purple Green and biue Hlmalaya Mountains ! Third: :1991 July 1* 9%~ | Dr. Manmohan Singh
200 | 66x146 mm | Yellowish Orange. . _ | SanchiStupa | Fourth 1 1991 )uly 37 11% . |’ Dr. Manmohan Singh
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Phillips Curve

i ® It is a graphic curve which advocates a relation-

ship between Inflation and Unemployment in an
economy. As per the curve there is a ‘trade off’
between inflation and unemployment, i.e., an in-
verse relationship between them. The curve sug-
gests that lower the inflation, higher the unem-
ployment and higher the inflation, lower the un-
employment. ’
Meaning of Money Supply

e e ————————

In India, currency notes are issued by the Reserve
Bank of India (RBI) and coins are issued by the Min-
istry of Finance, Government of India (GOI).

Besides these, the balance is savings, or current

account deposits, held by the public in commer-
cial banks is also considered money

M, = Currency held with the public + cash Reserves

in commercial and Co-operative banks + cash re-
serves in the RBI.

M, = M, + Money saved in Post office and bank
savings Accounts

M, = M, + Time Deposits in Commercial and co-
operative banks

M, = M, + Post office savings Money

M, and M, are known as narrow money

M, and M, are known as broad money

e The gradations are in decreasing order of liquidity.
Determinants of Money Supply

1. Currency Deposit Ratio (CDR); It is the ratio of
money held by the public in currency to that they
hold in bank deposits.

Reserve deposit Ratio (RDRY); Reserve Money consists
of two things (a) vault cash in banks and (b) deposits
of commercial banks with RBI.

Cash Reserve Ratio (CRR); It is the fraction of the
deposits the banks must keep with RBI.

Statutory Liquidity Ratio (SLR); It is the fraction of
the total demand and time deposits of the com-

‘ mercial banks in the form of specifiedsfiquid

i
)

BANK
TNPSC |
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Bank Rate ’! e BankRate is the rate at Wi e
i allows money to commercial ban T Wgﬁ;ﬁm gb;,ze?
CRR (Cash Reverse Ratio) "T"e It specifies the fraction of the total deposi
to keep with the RBI. e i v
e Since 1962 the RBI has been empowered t: tY;erEDOSItS it
; between 3%and 15%32”? total demand an | banks have — keem
SLR(statutory e It is the ratio of liquid asset whxcl; ich all :o;r:rir\::: eiities e
form of cash gold and unencuw-___ :
and Time Deposit.|
Liquidity Ratio) qual to not more Than 40% of their Total Deman posit
Liabilities (ranges is 25- -40%) 857,
§ money f
Repo Rate e Repo Rate is the rate at which commercial banks borrows money from R
(Repurchasing option Rate) B
i i{
Reverse Repo Rate e Reverse Repo Rate is the rate at which RBI borrows money i3l
banks’
i! - Types of ATM " - > !
White Label ATM ATM Provided by NBFC (Non Banking Financial Company) j
Green Label ATM 'ATM Provided for Agricultural Transaction
Orange Label ATM ATM Provided for Share Transactions

Yellow Label ATM

ATM provided for E-commerce

Pink Label ATM

oy

ATM for Women Banking

Brown Label ATM

ATM are those Automated Teller Machines where hardware and the

lease of the ATM machine is owned by a service provider but cash
" management and connectivity to banking networks is provnded bya
.sponsor bank . -

Punjab

Union Bank
of India

Indian
Bank

10 Public Sector Banks (PSBs)
amalgamated into 4 entities

Total business in ¥ lakh crore, 2018-19

National Bank

Canara Bank

Allahabad
Bank

Source : Ministry of Fmance

Amalgamated

Oriental Bahk United Bank bank
of Commerce of India

)

(2nd largest PSB)

Syndicate Bank

15.20

(4th Iargest PSB)
Corporation
Bank

Andhra
Bank

(5th largest PSB)

8.08 (7th largest PsB)

RIDAAST WPsam
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Definlitions

® “Publicfinance Is one of those subjects that lie on
the border line between Economics and Politics.

® Itis concerned with income and expenditure of
public authorities and with the adjustment of one
to the other”, - Huge Dalton

® “Public finance Is an investigation into the nature
and principles of the state revenue and expendi-
ture”, - Adam Smith

1. Public Revenue

Public revenue deals with the methods of raising

public revenue such as tax and non-tax, the prin-
* clples of taxation, rates of taxation, impact, inci-

dence and shifting of taxes and their effects.

2. Public Expenditure
This part st'udies_the‘fundamental principles that
govern the Government expenditure, effects of

public expenditure and control of public expendi-
ture.

Public Debt

Public debt deals with the methods of raising loans
from internal and external sources.The burden,
effects and redemption of public debt fall under
this head.

4. Financial Administration

This part deals with the study of the different as-
pects of public budget. The budget is the Annual
master financial plan of the Government. The vari-
ous objectives and steps in preparing a public bud-
get, passing or sanctioning, allocation evaluation
and auditing fall within financial administration.

5. Fiscal Policy

Taxes, subsidies, public debt and public expendi-
ture are the instruments of fiscal policy.

Funct_ionS of Modern State

The modern state is a welfare state and not just
police state. E

Functions of a Government

.

{ Control of-3
' Monop
A ARESS

Causes for the Increase in Government Expenditure

Population Growth

e During the past 67 years of planning, the _popula-
-tion of India has increased from 36.1crorein 19?1,
to 121 crore in 2011. The growth in population
requires massive investment i‘n health'an.d edt{ca-
tion, lawand order, etc. Young po;{ulatlon requires
Increasing expenditure on education & Youth ser-
vices, whereas the aging popula.tlon req}nres trar}s-
fer payments like old age pension, social security
& health facilities.

pefence Expenditure

e There has been enormou
penditure in India during p!
fence expenditure has be

t
dously due to modernisa
ment. The defence expenditure of t

s increase in defence ex-
lanning period. The de-
en increasing tremen-
jon of defence equip-
he govemment

was < 10,874 crores in 1990-91 which increased
significantly to ¥ 2,95,511crores in 2018-19.

Government Subsidies

o The Government of India has been providing sub-

sidies on a number of items such as food, fertiliz--

ers, interest on priority sector lending, exports,
education, etc. Because of the massive amounts
of subsidies, the public expenditure has increased
manifold.

e The expenditure on subsidies by central govern-
ment in 1990-91 was ¥ 9581 crores which increased
significantly to X 2, 29,715.67 crores in 2018-19.
Besides this, the corporate sectors also receive
subsidies (incentives) of more than ¥ 5 lakh crores.

Debt Servicing

e The government has been borrowing heavily both
from the internal and external sources, As a re-

Lo

sult, the government has to make huge amounts
of repayment towards debt servicing.

e The interest payment of the central government
has increased from ¥ 21,500 crores in 1990-91 to
5, 75,794crores in 2018-19.

Development Projects

e The government has been undertaking various
development projects such as irrigation, iron and
steel, heavy machinery, power, telecommunica-
tions, etc. The development projects involve huge
investment.

Urbanisation

e There has been.an increase in urbanization. In
1950-51 about 17% of the population was urban
based. Now the urban population has increased to
about 43%. There are more than 54 cities above

. one million population. The increase in urbaniza-
, tion requires heawfé?fenditure on law and order,

education .Civic amenities.

Industrialisation

e '§\ettin§ up.of basic and heavy industries involves a

h.uge é?pital and long gestation period. It is the

Lo g‘gvernme t wh“(ch starts such industries in a

i_;lanned gg:}gomy"l‘The under developed countries

=y, ﬁged a sgrong of infrastructure like transport, com-

. By
\munication, @Eger, fuel, etc.

§ . ] 5 & o o
3 Incr”easeqli)grants inaid to state and union territories

oIfThere has been tremendous increase in grant-in-
aid to state and union territories to meet natural
disasters.
Tax Revenue

Meaning

® Taxisacompulsory payment by the citizens to the
government to meet the public expenditure. .

Definitions

® “ATaxis a compulsory payment made by a person
or afirm to a government without reference to any
benefit the payer may derive from the govern-
ment.” - Anatol Murad

® “ATax is a compulsory contribution imposed by
public authority, irrespective of the exact amount
of service rendered to the tax payer in return and
not imposed as a penalty for any legal offence.”

-Dalton
Non-Tax Revenue

Fees

e Afeeis ch?rged by public authorities for render-
ing a service to the citizens. Unlike tax, there is 0
compulsion involved in case of fees. The govern
ment provides certain services and charges certain
fees for them. For example, fees are charged fof
issuing of passports, driving licenses, etc.

Fine

® Afineisa penalty imposed on an individual for vio"
lation of law:

Earnings from Public Enterprises

® Some of the public sector enterprises do make ?
good amount of profits. The profits or dividends
which the government gets can be utilized for pub-
lic expe.nditure.
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Special assessment of betterment levy

Due to a public park or due to the construction of
a road, people in that locality may experience an
appreciation in the value of their property or land.

Escheats

It refers to the claim of the state to the property of
persons who die without legal heirs or documented
will.

Canons of Taxation

1. Economical

2. Equitable
3. Convenient
4. Certain
5. (Efficient and Flexible)
Canon of Ability
e The Government should impose tax in such a way

that the people have to pay taxes according to their
ability. In such case a rich person should pay more
tax compared to a middle class person or a poor
person,

Canon of Certainty

The Government must ensure that there is no un-
certainty regarding the rate of tax or the time.of
payment. If the Government collects taxes arbi-
trarily, then these will adversely affect the effi-
ciency of the peopie and their working ability too.

Canon of Convenience

The method of tax collection and the timing of the
tax payment should suit the convenience of the
people. The Government should make, convenient
arrangement for all the tax payers to pay the taxes
without difficulty.

Canon of Economy

The Government has to spend money for collect-
ing taxes, for example, salaries are given to the
persons who are responsible for collecting taxes.
The taxes, where collection costs are more are con-

sidered as bad taxes. Hence, according to Smith,’

the Government should impose only those taxes
whose collection costs are very less and cheap .

Direct Tax and Indirect Tax
Direct Tax

Indirect Tax

P’
Adirect tax is referred to as a tax Iev,l,ed on pe rson%

income and wealth and is paid di(ectly to; the gov-

ernment; the burden of such tax canpo peé shlfted
The tax is progressive in nature. It isevied acéord-
ing to the paying capacity of;the person, i.e. ;the
tax is collected more from the n;g'band l-ess from

the poor people.
D 39

Indirect Tax is referred to as ak Qa;(fgbﬁrged ona

person who purchases the goods and services and
it is paid indirectly to the government. The burden
of tax can be easily shifted to the another person.
It is levied on all persons equally whether rich or
poor.

GST (Goods and Service Tax) _

® GST is an Indirect Tax which has replaced many
Indirect Taxes in India. The Goods and Service Tax
Act was passed in the Parliament on 29th March
2017. The Act came into effect on 1st July 2017.
GST is one indirect tax for the entire country.

e Underthe GST regime, the tax will be levied at the
final point of sale. In case of intra-state sales, Cen-
tral GST and State GST will be charged. Inter-state
sales will be chargeable to Integrated GST.

The component of GST are of 3 types.

CGST: Collected by the Central Government on an

intra-state sale (Eg: Within state/ union terri-

tory)

Collected by the State Government on an in-

tra-state sale (Eg: Within state/ union territory)

SGST:

IGST: Collected by the Central Government for in-

ter-state sale (Eg: Maharashtra to Tamil Nadu)
. Definitions

e “The debt is the.-form of promises by the Treasury
to pay to the holders of these promises a principal
sum and in most instances interest on the princi-
pal. Borrowing is resorted to in order to provide
funds for financing a current deficit.” -
Philip E.Taylor

Budget

The word ‘budget’ is said to have its origin from
the French word “Bougett” which refers to ‘a smal?
leather bag’. 75‘*’
e The budget is an annual financial statement which
shows the estimated income; afd e pendlture .l
the Government forthe forthcommgﬁnanmal year*;,

Def‘nltions %

‘1-

5 St I

|1
It is a/;dBcument conﬁynmg\.‘d'prelf!mnary‘ap‘
Aﬁproved pIan of publlcge;/enue ancLexpend]ture

-Reney Stourn.~

e‘% (,,v—-n 5, ig
%E "TH,e bﬁdget% corﬁe to ‘mean the f'nancuaﬂ ar-
% [ >y
% rangements of a given, period, v«‘qththe usual im-
?\ p||cat|o|%that {hey have B?en stibmitted tothe leg-

% uslatﬁre Por approval - Bastabale

' Union dege? and State Budget

Umdn Budget under Article 112 to the Parliament

®uemcdnd each State Government has to submit the

same for the State in the Legislative Assembly un-
der Article 202.

other Liables
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Types of Budget -
Revenue and Capital Budget
Revenue Budget:

e It consists of revenue receipts and revenue expen-
diture. Moreover, the revenue receipts can be
categorised into tax revenue and non-tax revenue.
Revenue expenditure can also be categorised into
plan revenue expenditure and non-plan revenue
expenditure.

Capital Budget:

e It consists of capital receipts and capital expendi-
ture. In this case, the main sources of capital re-
ceipts are loans, advances etc. On the other side
capital expenditure can be categorised into plan
capital expenditure and non-plan capital expendi-
ture.

Supplementary Budget:

e During the time of war emergencies and natural
calamities like tsunami, flood etc, the expenditures
allotted in the budget provisions are not always
enough. Under these circumstances, a supplemen-
tary budget can be presented by the Government
to tackle these unforeseen events.

Vote - on - Account:

e Under Article 116 of the Indian Constitution, the
budget can be presented in the middle of the year.
The reason may be political in nature.

e The existing Government may or may not continue
. for the year, on account of the fact that elections
aredue, then the Goyernment places a ‘lame duck
budget’” FI?‘IS also talled ‘Vote-on-account Bud-
geth U )
g8 L8

Zer\:) Base Budget ﬂ

L7

2 iThe Gov'ernment of India presented Zero-Base-
,Budgetlng (ZBB f‘rst) in 1987-88. It involves fresh
'6 evaluatuon;of expendlture in the Government bud-
~gt.3t assuming it as a new item.

L3 The revnew kas been made to provide justification

If or otherw15e for the project as a whole in the light
of the socio-economic objectives which have been
already set up for this project and as well asin view
of the priorities of the society.

Performance Budget:

e When the outcome of any activity is taken as the
base of any budget, such budget is known as ‘Per-
formance Budget’. For the first time in the world,
the performance budget was made in USA.

e The Administrative Reforms Commission was set
up in 1949 in America under Sir Hooper. This com-
mission recommended making of a ‘Performance
Budget’ in USA. In the Performance Budget, it is
the compulsion of the government to tell ‘what is
done’, ‘how much done’ for the betterment of the
people. In India, the Performance Budget is also
known as ‘Outcome Budget’.

Balanced Budget Vs Unbalanced Budget
A. Balanced Budget

e Balanced budget is a situation, in which estimated
revenue of the government during the yearis equal
to its anticipated expenditure.

B. Unbalanced Budget

e The budget in which Revenue & Expenditure are
not equal to each other is known as Unbalanced

1. Surplus Budget

The budget is a surplus budget when the estimated
revenues of the year are greater than anticipated
expenditures.

2. Deficit Budget

Deficit budget is one where the estimated govern-
ment expenditure is more than expected revenue.

Government’s estimated Revenue < Government’s
proposed Expenditure.

39
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Central State Financial Relationship 3.
1) Union Sources 4

Corporation tax

2. Currency, coinage and legal tender, foreign ex-
change.

3. Duties of customs including export duties.

4. Duties of excise on tobacco and certain goods manu-
factured or produced in India.

5. Estate dutyin respect of property other than agri-
cultural land.

6. Fees in respect of any of the matters in the Union
List, but not including any fees taken in any Court.

7. Foreign Loans.

8. Lotteries organized by the Government of India or
the Government of a State.

9. Post Office Savings Bank.

10. Posts and Telegraphs, telephones, wireless, Broad-
casting and other forms of communication.

11. Property of the Union.

12. Public Debt of the Union.

13. Railways.

14. Rates of stamp duty in respect of Bills of Exchange,
Cheques, Promissory Notes, etc.

15. Reserve Bank of India.

v)

Taxes on railway fares and freights. 1.
Taxes other than stamp duties on transactions in 2,
stock exchanges and future markets.

Taxes on the sale or purchase of newspapers and
on advertisements published therein

6. Terminal taxes on goods or passengers carried by H

railways, sea or air. °
. Taxes on the sale or purchase of goods other than
newspapers where such sale or purchase taxes
place in the course of inter-State trade or com-
merce.
Duties levied by the Union but collected and ®
Appropriated by the states (Art.268)
Stamp duties and duties of excise on medicinal and
toilet preparation (those mentioned in the Union
List) shall be levied by the Government of India  §
but shall be collected.
i) In the case where such duties are leviable
within any Union territory, by the Government
of India. :
In other cases, by the States within which such
duties are respectively leviable.

ii)

v) Taxes which are Levied and Collected by the

Union but which may be Distributed between
the Union and the States (Arts.270 and 272)

Taxes on income other than agricultural income,

Union duties of excise other than such duties of
excise on medicinal and toilet preparations as are
mentioned in the Union List and collected by the
Government of India.

istory of Finance Commission
Finance commission isa quasi-judicial body set up
under Article 280 of the Indian Constitution. It was
established in the year 1951, to define the fisca|
relationship framework between the Centre ang

the state.

Finance Commission aims to reduce the fiscal im-
balances between the centre and the states (Ver-
tical imbalance) and also between the states (hori-
zontal imbalance). It promotes inclusiveness.

A Finance Commission is set up once in every 5
years. It is normally constituted two years before
the period. It is a temporary Body.

The 14th Finance Commission was set up in 2013,
Its recommendations were valid for the period
from 1st April 2015 to 31st March 2020.

e The 15th Finance Commission has been set upin

November 2017. Its recommendations will be
implemented starting 1 April 2020.

16. Taxes on income other than agricultural income. N
1 4 ]

17. Taxes on the capital value of the assets, exclusive Finance [ Year of l Chairman 1 Operational |
of agricultural land of individuals and companies. Commission l establishment _j ! duration AR

18. Taxes other than stamp duties on transactions in First ! 1951 | K.C.Neogy 1952-57
stock exchanges and future markets. [—~- e e b T T A

Se ¢ 7-6

19. Taxes on the sale or purchase of newspapers and «._C.O_nfl_‘. S _Jf§6 S I ‘,(_,Sa—n—tb_aﬁm i g oL 5
on advertisements published therein. Third . 1ee0 A K. Chanda 1196266 = mn BN

20. Terminal taxes on goods or passengers, carried by Fourth ! 1964 i P. V. Rajamannar 196669 ‘1'
railways, sea or air. ’ Fifth ! 1968 | MahaveerTyagi | 1969-74 _1‘

l) State Sources Sixth | 1972 | K.Brahmananda Reddy | 1974-79 i,

e O =T 97 | IMishelt | T975-84 e

2. Duties in respect of succession to agricultural land. e e e R —- Sk

esin resp : g ~" | Eighth 1983 | Y.B.Chavan | 1984-89

3. Duties of excise on certain goods produced or |—— ———— =" — "~ ; L -
manufactured in the State, such as alcoholic lig- bﬂﬁh__ et | I 1987 1 N.K.P. Salve : 1989-95 ]
uids, opium, etc. Tenth | 1992 K.C.Pant i 1995-2000

4. Estate duty in respect of agricultural land. 7~ i Elel’f"ﬂ' Ny ; B ,1?_9,8. B ,'}‘,_M‘.yfhl,‘f“i_ - 7-'”* ~: S B

5. Feesli)n respect Iofdany fof thte :13t'te(§,1ngge:tate [ Twelfth i 2002 C. Rangarajan T S J— i S

i t including fees taken iman urt, e e e e e ————— o fmas

Hat, butinoks € /gl I Thirteenth | 2007 | Dr.Vijay L Kelkar | 2010-15

BRI { A 3 Tioimesmh | 2013 | DiV.vRedd | e

§ o ¢ ourteen ! r.Y. {

7. Ratesof stamp duty in respect of documents other P —- -— Bl [ 5 : J e 2z A
than those specified in the Union List. \;“.\ 4 Fifteenth 2017 L N. K. Singh | 2020-25

8. Taxes on agricultural income. \""-’4 'f,z X e i

9. Taxes on land and buildings. /_f?”"§::3 ] Functions of Finance Commission of India Money

10. Taxes on mineral rights, subjectf‘t‘o limitatjgﬁ's im-
pose by Parliament relating to r'i;jggml’develop-
ment.

11. Taxes on the consumption or sale of electricity.

'12. Taxes on the entry of goods into a local area for
consumption, use or sale therein.

13. Taxes on the sale and purchase of goods otherthan
newspapers.

14. Taxes on the advertisements other thanthose pub-
lished in newspapers.

15. Taxes on goods and passengers carried by road or
on inland waterways. .

16. Taxes on vehicles.

17. Taxes on animals and boats.

18. Taxes on professions, trades, callings and employ-

ments.
19. Taxes on luxuries, including taxes on entertain-
ments, amusements, betting and gambling.

20. Tolls.

111) Taxes Levied and Collected by the union but
Assigned to the States (Art.269)

1. Duties in respet of suecession to property other
than agricultural land.

2. Estate dutyin respect of property other than agri-
cultural land.

1. Thedistribution between the Union and the States
of the net proceeds of taxes, which may be divided
between them and the allocation among the states
of the respective shares of such proceeds;

2. To determine the quantum of grants-in-aid to be
given by the Centre to states [Article 275 (1)] and
to evolve the principles governing the eligibility of
the state for such grant-in-aid;

How Taxes Are Split

e Article 280 of the Constitution mandates the fi-
nance commission to recommend the distribution
of the net proceeds of taxes between the Centre
and the states every five years.

e 15th Finance Commission’s recommendations on
tax sharing between Centre and States are to kick
in form April 2020

e Any other matter referred to the Commission by
the President of India in the interest of sound fi-
nance. Several issues like debt relief, financing of
calamity relief of states, additional excise duties,
etc. have been referred to the Commission invok-
ing this clause.

Monetary Economics
e Inflation is taxation without legislation.
- Milton Friedman

® Money is anything that is generally accepted 2
payment for goods and services and repayment ¢
debts and that serves as a medium of exchange.

® A medium of exchange is anything that is wide!
accepted as a means of payments.

® In recent years, the importance of credit has il
creased in all the countries of the world. Credit ii
struments are used on an extensive scale.

® The use of cheques, bills of exchange, etc. has gor
up. Itshould however, be remembered that mon
is the basis of credit

Definitions

e  “Money is, what money does”- Walker.

® “Money can be anything that is generally accel
able as a means of exchange and at the same tir
acts asa measure and a store of value”.— Crowtt
Evolution of Money

Barter System

e The introduction of money as a medium of |

S\a:ge Was one of the greatest inventions of mi
ind.

¢ Before money was invented, exchange took pl:
by Barter, that is, commodities and services W'

directly exchanged for other commaoditiesand
vices.
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¢ Underthe barter system, buyers and sellers of com-
modities had to face a number of difficulties. Sur-
plus goods were exchanged for money which in
turn was exchanged for other needed goods.

e Goods like furs, skins, salt, rice, wheat, utensils,
weapons, etc. were commonly used as money. i)
Such exchange of goods for goods was known as .
“Barter Exchange” or “Barter System”. ")

The history of Barter system starts f”)

way back in 6000 BC )

e Barter system was introduced by Mesopotamia b
tribes.

e Phoenicians adopted bartering of goods with vari-
ous other cities across oceans.

e Babyloninan’s also developed an improved barter
system, where goods were exchanged for goods. i)

Metallic Standard .

® After the barter system and commodity money
system, modern money systems evolved. Among
these, metallic standard is the premier one. .

e Under metallic standard, some kind of metal ei-
ther gold or silver is used to determine the stan-
dard value of the money and currency.

e Standard coins made out of the metal are the prin-  ®
cipal coins used under the metallic standard. These
standard coins are full bodied or full weighted le-
gal tender.

e Their face value is equal to their intsinsic metal ii)
value. .

Gold Standard

e Gold Standard is a system in which the value of -®
the monetary unit or the standard currency is di-
rectly linked with gold.

e The monetary unit is defined in terms of a certain  ®
weight of gold. The purchasing power of a unit of
money is maintained equal to the value of a fixed
weight of gold.

Silver Standard

e The silver standard is a monetary system in which i)
the standard economic unit of account is a fixed @
weight of silver.

e The silver standard is a monetary arrangement in
which a country’s Government allows conversjon
of its currency into fixed amount of sxlver { “‘ ?1,&

Paper Currency Standard 3 & X \';S »"\ “a

e The paper currency standard refers to the{mon-4 4
etary system in which the %aper ¢liffency notes \X,
issued by the Treasury or the Central Bank or b&oth
circulate as unlimited legal terfder [I\\ 4

e Paper currency is not convertlble mto any 5netakl
Its value is determined mdependeﬁrof the value
of gold or any other commodlt‘y 4

e The paper standard is also knomfr\as managed cur-
rency standard. The quantity of money in circula-
tion is controlled by the monetary authority to
maintain price stability. o

Plastic Money

e The latest type of money is plastic money. Plastic
money is one of the most evolved forms of finan-
cial products.

e Plastic money is an alternative to the cash or the
standard “money”. 3

e Plastic money is a term that is used predominantly
in reference to the hard plastic cards used every
day in place of actual bank notes.

® Plastic money can come in many different forms
such as Cash cards, Credit cards, Debit cards, Pre-
paid Cash cards, Store cards, Forex cardsand Smart
cards.

e They aim at removing the need for carrying cash
to make transactions.

Crypto Currency

o Adigital currency in which encryption techniques
are used to regulate the generation of units of cur-
rency and verify the transfer of funds, operating
independently of a Central Bank.

e Degentralised crypto currencies such as Bitcoin

2.

i

ii)

||)%

now provide an outlet for Personal Wealth that is
beyond restriction and confiscation.

Functions of Money

The main functions of money can be classified into
four categories Functions of Money

Primary Functions

Secondary Functions

Contingent Functions

Other functions

Primary Functions:

a) Medium of exchange

b) Store of Value

c) Measure of value Standard of

d) deferred payments

Money as a medium of exchange:

This is considered as the basic function of money.
Money has the quality of general acceptability, and
all exchanges take place in terms of money.

On account of the use of money, the transaction
has now come to be divided into two parts. First,
money is obtained through sale of goods or ser-
vices. This is known as sale.

Later, money is obtained to buy goods and services.
This is known as purchase. Thus, in the modern
exchange system money acts as the intermediary
in sales and purchases.

Money as a measure of value:

The second important function of money is that it
measures the value of goods and services.

In other words, the prices of all goods and services
are expressed in terms of money. Money is thus
looked upon as a collective measure of value.
Since all the values are expressed in terms of

money, it is easier to determine the rate of - eX=T3

change between various types of goods in the com-
munity. —
Secondary Functions - o

Money as a Store of value: " )
Savings done in-terms of com" OdltlES wese not
permanent But, wnth the invention ofmonev. thls

P —dlfﬂculty hasnow dlsappeared and savmgs are now
done in ferms of money Money also.serves as an.

excelfe nt sto?e of wealth,‘as it ¢an be ea5|ly con-
vened nto other marketable assets, such as, land,
maghmg{y plant etc. ""t_\’ Rt

Mor ley as a Standard oleeferred Payments: -
Borrgwmg and:lendlng were difficult problems
undérthe barter system. In the absence of money,
the ‘borrowed amount could be returned only in

Re==arms of goods and services.

But the modern money-economy has greatly fa-
cilitated the borrowing and lending processes. In
other words, money now acts as the standard of
deferred payments.

Money as a Means of Transferring Purchasing
Power:

The field of exchange also wenton extendlng with
growing economic development. The exchange of
goods is now extended to distant lands. Itis there-
fore, felt necessary to transfer purchasing power
from one place to another.

Contingent Functions

Basis of the Credit System:

Money is the basis of the Credit System. Business
transactions are either in cash or on credit. For
example, a depositor can make use of cheques only
when there are sufficient funds in his account.
The commercial bankscreate credit on the basis of
adequate cash reserves. But, money is at the back
of all credit.

Money facilitates distribution. of National
Income:

The task of distribution of national income was
exceedingly complex under the barter system. But
the invention of money has now facilitated the dis-
tribution of income as rent, wage, interest and
profit.

Suresh’ fEom Academy

iii) Money helps to Equalize Marginal Utilities and
Marginal Productivities:

e Consumer can obtain maximum utility only if he
incurs expenditure on various commodities in such
amanner as to equalize marginal utilities accruing
from them.

e Now in equalizing these marginal utilities, money

plays an important role, because the prices of all
commodities are expressed in money.

e Money also helps to equalize marginal
productivities of various factors of production.

iv) Money Increases Productivity of Capital:

e Money is the most liquid form of capital. In other
words, capital in the form of money can be put to
any use.

e [tisonaccount of this liquidity of money that capi-
tal can be transferred from the less productive to
the more productive uses.

4. Other Functions

i) _ Money helps to maintain Repayment Capacity:

e Money possesses the quality of general accepiabil-
ity. To maintain its repayment capacity, every firm
has to keep assets in the form of liquid cash.

e The firm ensures its repayment capacity with
money. Likewise, banks, insurance companies and
even governments have to keep some liquid money
(i.e., cash)to maintain their repayment capacity.

ii) Money represents Generalized Purchasing
Power:

o Purchasing power kept in terms of money can be
put to any use. [ts |s not necessary that money
should be used onIy for the purpose for which it
has been served‘ i

|||) Money gwes llqutdlty to Capital:

lMoney |s the most liquid form of capital. It can be

’put to any use."

Supply of Money \

Sy . e 4 Money: supply means the total amount of money

%, ‘inan economy It refers to the amount of money

% WhICh isin circdfation inan economy at any given

r‘f tlme Money supply plays a crucial role in the de-

4 termination of price level and interest rates. Money

7 supply viewed at a given point of time is a stock
and over a period of time it is a flow.

Meaning of Money Supply

e InIndia, currency notes are issued by the Reserve
Bank of India (RBI) and coins are issued by the Min-
istry of Finance, Government of India (GOI).

e Besides these, the balance is savings, or current
account deposits, held by the public in commer-
cial banks is also considered money.

e The currency notes are also called fiat money and
legal tenders.Money supply is a stock variable. RBI
publishes information for four alternative mea-
sures of Money supply, namely M,,M,,M, and M,.

M, = Currency, coins and demand deposits

M,= M, + Savings deposits with post office sav-
ings banks

M. = M. + Time deposits of all commercial and

3
cooperative banks

e M,= M, +Total deposits with Post offices.

M, and M, are known as narrow money M3 and
M, are known as broad money

e The gradations are in decreasing order of liquidity.

Currency Symbol

e The new symbol designed by D. Udaya Kumar, a post
graduate of lIT Bombay was finally selected by the
Union cabinet on 15th July, 2010.

e The new symbol, is an amalgamation of Devanagri
‘Ra’ and the Roman ‘R’ without the stem. The sym-
bol of India rupee came into use on 15thJuly,2010.

e After America, Britain, Japan, Europe Union. India
is the 5th country to accept a unique currency sym-
bol.

Determinants of Money Supply

1. Currency Dep05|t Ratio (CDR); It is the ratio of
money held by the publicin currency to that they
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, Rold in bank deposits. come by the total supply of money.

- Reserve depogt Ratio (RDR); Reserve Money con- & According to Marshall’s equation, the value of
sists o'f two things (a) vault cash in banks and (b) money is influenced not only by changes in M, but
deposits of commercial banks with RBI. also by changes in K

3. Cash R.eserve Ratio (CRRY); It is the fraction of the i) Keynes’ Equation
deposits the banks must keep with RBI.

4. Statutory Liquidity Ratio (SLR); It is the fraction of
the total demand and time deposits of the com-
mercial banks in the form of specified liquid
assests.

Quantity Theories of Money

® Quantity theories of money explain the relation-
ship between quantity of money and value of
money. Here, we are given two approaches of Keynes indicates that Kis a real balance, because
Quantity Theory of Money, viz. Fisher’s Transac- it is measured in terms of consumer goods.
tion Approach and Cambridge Cash Balance Ap- © According to Keynes, peoples’ desire to hold money
proach. is unaltered by monetary authority. )
a) Fisher’s Quantity Theory of Money: e So, price level and value of money can be stabi-
lized through regulating quantity of money (n) by
the monetary authority.Later, Keynes extended his
equation in the following form:

e But, the credit for popularizing this theory in re- n=p(k+rk)orp=n/(k+rk)
cent yearsrightly belongs to the well-known Ameri-  Where,
can economist, Irving Fisher who published his n = total money supply
book, ‘The Purchasing Power of Money” in p = price level of consumer goods

e Keynes equation is expressed as:
n=pk (or) p=n/k
Where
n is the total supply of money
pis the general price level of consumption goods
k is the total quantity of consumption units the
people decide to keep in the form of cash,

® The quantity theory of money is a very old theory.
It was first propounded in 1588 by an Italian econo-
mist, Davanzatti.

1911.He gave it a quantitative form in terms of his k = peoples' desire to hold money in hand (in terms

famous “Equation of Exchange”. of consumer goods) in the total income of
e The general form of equation given by Fisher is them

Where r= cash reserve ratio

M = Money Supply/quantity of Money
V = Velocity of Money

k' = community’s total money deposit in banks, in
terms of consumers goods

. N . = —_—
P = Price level e In this extended equation also, Keynes assumes

that, k, k' and r are constant. In this situation,

~

The rise in prices will not be perceptible but spreaq
over a long period. This type of inflation is in ng
way dangerous to the economy. This is also known
as mild inflation or moderate inflation.

Walking Inflation:

When prices rise moderately and the annual infla.
tion rate is a single digit ( 3% - 9%), it is called walk-
ing or trolling inflation.

Running Inflation:

When prices rise rapidly like the running of a horse
at a rate of speed of 10% - 20% per annum, it is
called running inflation

Galloping inflation:

Galloping inflation or hyper inflation points out to
unmanageably high inflation rates that run into two
or three digits. By high inflation the percentage of
the same is almost 20% to 100% from an overall
perspective.

Demand-Pull Vs Cost-Push inflation

Demand-Pull Inflation:

Demand and supply play a crucial role in deciding
the inflation levels in the society at all points of
time. For instance, if the demand is high for a prod-
uct and supply is low, the price of the products in-
creases. i

The first hyper inflation of the 21st century
Zimbabwe’s annual inflation rate surged to an
unprecendented 3714 percent at the end of April
2007.

Cost-Push Inflation:

When the cost of raw, materials and other inputs
rises inflation results Increase in wages paid to
labour also Teads to |nflat|on

T = Volume of Transaction.
price level (P) is changed directly and proportion- Wage Pri’ce 5p,,-3| 1 W

MV = PT
e Fisher pointsout that in a country during any given ately.changing in money volume n). P Wage—pnce spiral is used to explain the cause and
'1 effect relatlonship between rising wages and ris-

period of time, the total quantity of money (Mv) Inflation V4
will be equal to the total value of all goods and @ Both inflation and deflations areg_vils_of economy:, s+ lng prices or inflation.Other types of inflation (on
the basns oflnducement)

services bought and sold (PT). So, understanding of these.is éssential. '\‘\\2\

MV = PT Meaning of Inflation £ e ’\ l)\ Cur‘rencv mﬂatlon-

This equation is referred to as “Cash Transaction @ Inflation is a consistentand apprectab'e riseinthe, e The excess supply of money in circulation causes

genera| price level.ln »other words, lnﬂatlon |Sthe ) rise in prlce level.
_.rate at which the general level of prlces for goods u)«,Credlt inflation:

k andservnces isrisingand consequen‘tlythe punchaS-,, ® Whenbanks are liberal in lending credit, the money

‘9 ing PDWE’ °fC”"9"CY is fa""‘g ‘ ) supply increases and thereby rising prices.

iii) Deficit induced inflation:

e The deficit budget is generally financed through
printing of currency by the Central Bank. As a re-
sult, prices rise.

iv) Profitinduced inflation:

® When the firms aim at higher profit, they fix the
price with higher margin. So prices go up.

v) Scarcity induced inflation:

® Scarcity of goods happens either due to fall in pro-
duction (eg. farm goods) or due to hoarding and
black marketing. This also pushes up the price. (This
has happened is Venezula in the year 2018)

vi) Taxinduced inflation:

Equation”.

e Itisexpressed as P = MV /T which implies that
the guantity of money determines the prlce level,
and the price level in its turn varies dlrectly with
the quantity of money, provuded ‘Vnand T remam | Deﬂnltlons ¢ ;
.constant. / U ‘t \® 4 \ Too mucq of Money chaslng 106 few goods”

e The above equation considers oan currency ‘\ } 1\ bt N S
money. But, in amodern economy, banksdemand 3 A state of' abno’?mai‘ decrease in the quantity of
deposits or credit money and its: veloclty play a vj purctﬁasing power”- Gregorye
tal part in business. Therefore, Flsherextended hls\\\-ryp” f Inflation
original equation of exchange tos m?:ll.l e bank de-
posits M1 and its velocity V,. Thé revised equation
was: . {\ '/”

e From the revised equation, it is evident, that the
price level is determined by
(a) the quantity of money in circulation ‘M’

(b) the velocity of circulation of money ‘V’

(c) the volume of bank credit money M1

(d) the velocity of circulation of credit money V1
and the volume of trade (T)

Supply of Money = Demand for Money

b) Cambridge Approach (Cash Balances Approach)

1) Marshall’s Equation
The Marshall equation is expressed as:

M = KPY

Where

M is the quantity of money

Y is the aggregate real income of the community

% ,_‘

[\ ! % g S - Coulbourn

® Increase in indirect taxes like excise duty, custom
duty and sales tax may lead to rise in price (€8
petrol and diesel). This is also called taxflation.

Causes of Inflation

® The main causes of inflation in India are as follows:

i) Increasein Money Supply:

—

e Inflation is caused by an increase in the supply of
money which leads to increase in aggregate de-
mand. The higher the growth rate of the nomin3!
money supply, the higher is the rate of inflation:

i) Increase in Disposable Income:

e When the disposable income of the people i"”
creases, it raises their demand for goods and se”
vices. Disposable income may increase withthe rise
in national income or reduction in taxes or redu®”

On the basls of speed

P is Purchasing Power of money . . i) Creeping inflation
K represents the fraction of the real income which
the public desires to hold in the form of money.

Thus, the price level P = M/KY or the value of

ii) Walking inflation
iii) Running inflatiorn and

] "/ (Fhe reciprocal of price level) is 1/P = KY/M iv) Galloping irflation or Hyper inflation. tion in the saving of the people.
mon y|ue o money in terms of this equation can e The four types of inflation are indicated in Figure fii) Increase in Public Expenditure:
o Thewa Creeping Inflation: ® Government activities have been expanding dué

be found out by dividing the total quantity of goods i)

which the public desires to holdout ofthe totalIn- e Creeping inflation is slow-moving and very mild. to developmental activities and social welfar®

programmes. This is also a cause for price rise-

Thoothukudi 99445 ELEGRAM : @TNPSC NULLED 503 52916 Madurai 98431 10566 41J



https://t.me/tnpscnulled

iv) Increase in Consumer Spending:

e Thedemand for goods and servicesincreases when
they are given credit to buy goods on hire- purchase
and installment basis.

v) Cheap Money Policy:

e Cheap money policy or the policy of credit expan-
sion also leads to increase in the money supply
which raises the demand for goods and services in
the economy.

vi) Deficit Financing:

e In order to meet its mounting expenses, the gov-
ernment resorts to deficit financing by borrowing
from the public and even by printing more notes.
This raises aggregate demand in relation to aggre-
gate supply, thereby leading to inflationary rise in
prices.

vii) Black Assests, Activities and Money:

e The existence of black money and black assests due
to corruption, tax evasion etc., increase the aggre-
gate demand. People spend such money, lavishly.
Black marketing and hoarding reduces the supply
of goods. These trends tend to raise the price level
further.

viii) Repayment of Public Debt:

=

e Whenever the government repays its past inter-

nal debt tothe public, it leads to increase in the
money supply with the public. This tends to raise
the aggregate demand for goods and services.

ix) Increasein Exports:

e When exports are encouraged, domestic supply of
goods decline. So prices rise.

Effects of Inflation

e The effects of inflation can be classified into two
heads:

(1) Effects on Production and

(2) Effects on Distribution.

1. Effects on Production:

¢ When the inflation is very moderate, it acts as an
incentive to traders and producers. This is particu-
larly prior to full employment when resources are
not fully utilized. The profit due to rising prices
encourages and induces business class to increase
theirinvestments in production, leading to genea-
tion of employment and income. .

i) However, hyper-inflation results if a seguus de-)
preciation of the value of money and IL dnxour‘ !
ages savings on the part of the pubﬂtf },

ii) When the value of money urdergoe denble

depreciation, this may even draJQ“oux th fo

capital already invested in the cou

With reduced capital au:umu!aﬁ, \he investment

will suffer a serious set-back which ma ,l{ave an

adverse effect on the volume o!p ion In the
country. This may discourage entrepreneurs and
business men from taking business risk.

Inflation also leads to hoarding of essential goods

both by the traders as well as the consumers and

thus leading to still higher inflation rate.

v) Inflation encourages investment in speculative ac-
tivities rather than productive purposes,

2. Effects on Distribution

1) Debtors and Creditors: During inflation, debtors
are the gainers while the creditors are losers, The
reason is that the debtors had borrowed when the
purchasing power of money was high and now re-
pay the loans when the purchasing power of
money is low due to rising prices.

i) Fixed-income Groups: The fixed incoma groups are

the worst hit during inflation becausa their incomes

being fixed do not bear any relations ship with the
rising cost of living. Examples are wage, salary,
pension, interest, rent etc.

Entrepreneurs: Inflation is the boon to the entre-

preneurs whether they are manufacturers, trad-

ers, merchants or businessmen, because it serves
asatonic for business enterprise. They experience
windfall gains as the prices of thelr inventories

(stocks) suddenly go up.

\\

il

=

iv)

1)

Thoothukudi 99345 11344 Tirun : rai 93131 10566
|TELEGRAM : :5TNESC NULLED|

"”'u’;

iv. Investors: The investors, who generally invest in
fixed interest yielding bonds and securities have
much to lose during inflation. On the contrary those
who investin shares stand to gain by rich dividends
and appreciation in value of shares.

Measures to Control Inflation

e Keynes and Milton Friedman together suggested
three measures to prevent and control of inflation.
(1) Monetary measures,

(2) Fiscal measures (J.M. Keynes) and
(3) Other measures.

1. Monetary Measures:

e These measures are adopted by the Central Bank
of the country. They are (i) Increase in Bankrate
(ii) Sale of Government Securities in the Open
Market (iii) Higher Cash Reserve Ratio (CRR) and
Statutory Liquidity Ratio (SLR) (iv) Consumer Credit
Control and (v) Higher margin requirements (vi)
Higher Repo Rate and Reverse Repo Rate.

2. Fiscal Measures:

e Fiscal policy is now recognized as an important in-
strument to tackle an inflationary situation. The
major anti-inflationary fiscal measures are the fol-
lowing:

e Reduction of Government Expenditure, Public Bor-
rowing and Enhancing taxation.

3. Other Measures:

These measures can be divided broadly into short-
term and long-term measures.

i) Short-term measures can be in regard to public
distribution of scarce essential commodities
through fair price shops (Rationing). In India when-
ever shortage of basic goods has been felt, the
government has resorted to import so that infla-
tion may not get triggered. -~

i

=

Long-term measures will require accelem(mg eco-
nomic growth especially of the wage goods which .~
have a direct bearing on megeneral pnce and the

cost of living. Some réstrictions on present con-’

sumption may help mlmproving saving and invest-
ment wMth may be necssary for accelerating the
. rate'6f economic gromhin the long cun.
Meanlng of Deflation, Dulnﬂation and sugﬂmon

be ﬂ. “_ ':-‘ !‘ ) : }

3} ‘lh; essentxal fea(ureof de(lahon is falling prices,

red\uced money supplvand Unemployment.

31 Thohgh Eumgﬂpncésare desirable at the time of

inflation, §uch 3 fall should not lead to the fall in
the Jevel of produmon and employment. But if
prices fall from the level of full employment both
income and employment will be adversely af-
fected.

Disinflation:

e Disinflation is the slowing down the rate of infla-
tion by controlling the amount of credit (bank loan,
hire purchase) available to consumers without
causing more unemployment. Disinflation may be
defined as the process of reversing inflation with-
out creating unemployment or reducing output in
the economy.

Stagflation:

o Stagflation is a combination of stagnant economic
growth, high unemployment and high inflation

Trade Cycle

& The economic sctivity in a capitalist economy will
horer ity pedlodic ups snd downs. The study of these
ups and downs is calted the study of Butisess oycle
ot Trade cycle or industsial Pluctustion.

Meaning of Trade Cydle

s A Trade cycle refers to oscillations In sggregate
economic acthity particularly in employment oyt
put, income, et

o N s due to the inherent contraction and expan.
sion of the elements which energlze the economic
activities of the nution.

o The fluctuations are periodical, ditfering in imen-
sity and changing in its coverage.

Suresh’ fyyryrmmm.

Definition

o “Atradecycle is composed of periods of good trade
characterised by rising prices and low unemploy-
ment percentages altering with periods of bad
trade characterised by falling prices and high un-
employment percentages”.

- L.M. Keynes

Phases of Trade Cycle
e The four different phases of trade cycle is referred
to as (i) Boom (ii) Recession (i) Depression and
(iv) Recovery.
Phases of Trade Cycle
i) Boom or Prosperity Phase:
e The full employment and the movement of the
economy beyond full employment is characterized
as boom perlod, g
® During this perlod there s hectic activity in
economy Mom-y wayr' rise, profits Increase and
f mu:rcsl rates go up The demand for bank credn
meuascs and thmc‘ 15 all-round optimism.
i) Rccmbn i
e .The turning point from boom condition is called
_recession. This h"app(r s at higher rate, than what
was eaflier] y
. Generally, the failure of a company or bank bursts
* the boom and brings a phase of recession. Invest

P
¥

4 ments are drastically reduced, production comes

down and income and profits decline

o Thereispanicin the stock market and business ac-
tivities show signs of dullness. Liquidity preference
of the people rises and money market becomes
tight.

ili) Depression:

e During depression the level of economic activity
becomes extremely low. Firms incur losses and clo-
sure of business becomes a commaon feature and
the ultimate result Is unemployment.

® Interest prices, profits and wages are low The ag-
ricultural class and wage earnen would be worst
hit. Banking institutions will be reluctant to ad-
vance loans to businessmen

o Depression|s the worst phase of the business cycle,
Extreme point of depression is called as "trough”,
because it is 3 deep point in business ¢ycle

o Any person fell down in deeps could not come out
from that without other's help. Similarly, an
econamy fell down in trough could not come out
from this without external help

o Keynes advodsted that sutonomous investment of
the governmant alone can help the econamy to
coene out from the depression

he. Recovery:

o After a period of depeesyion, recoveey yets in, This
14 the turming point from depeesion to revival to
wardy upswirg 1 beging with the revival of de-
masd for Capital goods Autonomaous investmanty
boost the activity

o The demand sloaly picks up and In due coure the
activity Iy directod towarrds the upswing with more
production, profit, income, wages and smplay-
ment. Recovery may be initiated by Innovation or
ivestment or by government eapenditure (au-
tonomaous mvestment).
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Introduction

sions for the elderly, unemployment benefits and
public transportation. Energy, water and waste man-

SR e
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government. There are taxes that can be easily
collected by the Union government. In India al-

® Tax is levied by government for the development
of the state’s economy. The revenue of the gov- agement systems are also common public utilties most all the direct taxes are collected by the Union
ernment depends upon direct and indirect taxes. e According to the proponents of the theory of governments.
® Direct 'texes' are levied on income of the persons money creation, taxes are not needed for govern- e Taxes on goods and services are collected by both
and the indirect taxes are levied on goods and ser- ment revenue, as long as the government in ques- Union and state governments. The taxes on prop-
vices. by which the government mobilises its “fi- tion is able to issue fiat money. e:tlies are collected by local governments.
nancial resources”. e The purpose of taxation is to maintain the stability . b
e InIndia we collect more tax revenue through indi-
Tax of the currency,express public policy regarding the han through direct taxes. The major in-
e The origin of the word "tax" is from "taxation,” distribution of wealth, subsidising certain industries rect taxest _aT i 8 ” tomsduty.and GST. Both
which means an estimate. or population groups or isolating the costs o-f cer ?I:I:scet Ec‘:‘z]a))((ees.s”;lar\].reu‘::l?frf‘:e|":er::t tax rates for diff.er:nt
e Taxation is a means by which governments finance tain benefits such as highways or social security. goods and services.
their expenditure by imposing charges on citizens Types of Taxes e Thegovernmentstry to designin sucha way that the
and corporate entities. Direct Taxes o . rich consumers pay more tax than the poor. However,
e The main purpose of taxation is to accumulate ® A tax imposed on an IndlYldU39 or organisation, poor still pay more through these taxes. Therefore,
funds for the functioning of the government ma- which is paid directly, is a.dlrect tax. The burden of many argue we should reduce the indirect taxes and
chinery. Tax has come into forefront on account of a direct tax cannot be shifted to others. increase the collection through direct taxes.
the new concept of “welfare state”. e 1.S. Mill defines a direct tax as “one which is de- e Indian tax system adheres to all the canons of taxa-
e Modern governments do not confine themselves manded from the very liefsons who it is intended tion. But there are arguments that often the equity
to law and order only. or desired should pay it.” Some dxrect taxes are in- principle is compromlsed andproductlwty islost when
° 4'.The imporltance of public finance (tax) has vastly come tax, wealth tax and corporation tax. we tmker with tax system to the advantage of a few.
increased in recent years. Income tax o Weannounce the tax system once in a yearin the
e Taxes are compulsory payments to government ® Income tax is the most common and most impor- annual budget }It is very rarely breached by an-
without expectation of direct return (or) benefit tant tax levied on an individual in india. P Vo 3 nouncmg 'mid- year tax changes. Therefore, Indian
to the tax payer. Prof. Seligman also definedatax e Itis charged directly based on the income ofa per- & tax system adheres to canon of certainty more than
as “a compulsory contribution from a person to the son. The rate at which itis charged varles depend-. .anythlng else ‘)1)
government to defray the expenses incurred in the ing on the level of i |ncoms 1; ﬁ Indlrect Taxes \‘ »“A'
2;Tgi:é'::i’::;;ﬁ:g;,w“hOUt reference to spe-  Corporate tax i N ) o it the burde;} of the tax can be shifted to others, it
e Thistaxis lewe_d on companles that exist as. sepa Vs an indirect tax-The impact is on one person while
Why Taxes?. . ) rate entmes from the|r sh‘areholders ) &he incidénce is on the another person. Therefore,
e The levying of taxes aims to raise revenue to fund e Iti Lis, charged onroyaltles, interest gains from sale 3in the case of indirect taxes, the tax payer is not
governance or to alter prices in order to affect de- ,‘f’ ofcapltal assets Iocated |n India and fe/qs for atech- . the tax bearer.
manc. /'L‘a “‘ mcal sennces and d|V|dends Ladl \" S e Some indirect taxes are stamp duty, entertainment
e States and their functional equwalents throughout ie , Fore|gn companles are taxed on |ncome that arises tax, excise duty and géods and service tax (GST).
history have used money provided’ by taxatlon to \:.*- oris| deemed to a”?‘i'_’ﬂf.‘d' < 4 Stamp duty
& 1 < |
. ;Z:‘;Z“ftt:_‘“;zy ;‘:T:;':g: endéures - edo n;mlc I Income | For Indian’ % For Foreign | o Stampdutyisataxthatis paid on official documents
i p i _Companies | Companies like marriage registration or documents related to
infrastructure ("3"590”3“0"1 samtatlon, public ) ecs than Rs. 50 25% | 40% 1) a property and in some contractual agreements.
~ safety, education, heaithcare wstems, toname.a | | )
{crore oo | Entertainmenttax
few), military, scientific research, ‘culture and the, | More than Rs. 50 0% 20% : . . ;
arts, public works and public lnsurance and the e Entertainment tax is a duty that is charged by the gov-
operation of government itself ) ¥ y Jﬁ'ﬂ‘i,, R I ke e | ernmentonanysourceofente.nainmentpmvided.This
o Agovernment's ability to raise taxes is calléd its fis- Wealth tax b charged h movietidetsticketstoamyse-
cal capacity When expendituses exceed tax revenue, ® Wealth tax is charged on the benefits derived from ment parks, exhibitions and even sports events.
agovernment accumulates debt. A portion of taxes property ownership. The same property will be  Excise duty
may be used to service past debts. Governments taxed every year on its current market value. The ®  An excise tax is any duty on manufactured goods
also use taxes to fund welfare and public services. taxis levied on the individuals and companies alike. levied at the movement of manufacture, rather
e These servicescan include education systems, pen- ®  In India taxes are collected by all the three tiers of than at sale. Excise is typically imposed in addition

Goods and ServiceTax

to an indirect tax such as a sales tax.

GST in Constitution

Goods and service tax (GST)
e The goods and service tax (GST) is one of the indi-

Added by 101 Amendment Act. ;rﬁ;o':
Article 269 A - GST on Inter-state trade levied, col- 5% l 1857
\ o, &7

fected and Sharing between Centre & States.

Article 279 A - Deals with establishment of GST Fo%T —» GST )« 28%

Council N
Gnods and Services Tax Rates.

& GST was passed in Parliamenton29 e The motto is one nation, one market, one tax.
Current GST Rates in India

Advantages of GST
Removing cascading tax effect
Single point tax

rect taxes. Th
March 2017. The act cameinto effecton 1July 2017.

The motto is one nation, one market, one tax.
Goods and service tax is defined as the tax levied
consumer buysa good or service. That aims

when a . . .
to replace all indirect taxes Jevied on goods and Higher threshold for registration

ervices by the Central and state governments. GST Composition scheme for small business
, Online simpler procedure under GST

would eliminative the cascading effect of taxes on
the production and distribution of goods and ser-
vices. Itis also a “one-point tax” unfike value-added

tax (VAT), which was a multipoint tax.

Defined treatment for e-ecommerce
Increased efficiency in logistics
Regulating the unorganized sector

France was the first country to implement GST in
1954 and many other European countries intro-
duced GST in 1970-80.

How Taxes Are Levied?

Tax is levied by the government progres-sively, pro-
portionately as well as regressively Structure of
Goods and Service Tax (GST)

State Goods and Service Tax (SGST):

Intra state (within the state) VAT/sales tax, pur
chase tax, entertainment tax, luxury tax, lottery tax
and state surcharge and cesses

Central Goods and Service Tax (CGST):

Intra state (within the state) Central Excise Duty
service tax, countervailing duty, additional duty of
customs, surcharge, education and secondary/
higher secondary cess

Integrated Goods and Service Tax (IGST):

Inter state (integrated GST)There are four major
GST rates: 5%, 12%, 18% and 28%. Almost all the

Thoothukudi 99445 11344 jrunelveli 98942 41422 Ramanathapuram 75503 52916 Madurai 98431 10566 48
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necessities of life like vegetables and food grains
are excempted from this tax.

Tax and other Payments

Taxes and Development

.
1.

Taxes are compulsory payments to government
without expectation of direct return (or) benefit
to the tax payer.

Payment includes income received from produc-

tion and supply of goods and servicesof public en-”"

terprises and revenue from administrative= aCthl-
ties. Payments from non-tax sources otherthan tax
income is known as paymentsf‘ ) ‘lg‘ \

Some payments are fees[ﬁnes;\nd penaltles, avndl-,
=" %\
forfeitures. & ll \;\ |
: ‘&\\ i Yo
The role of taxationin developmgeconomlmsasfollows
Resource mobilisation: Taxatlon nenables the ZOV=—s
ernment to mobilise a substantlal amount of rev-
enue. The tax revenue is generated by imposing
direct taxes such as personal incofe tax and cor-
porate tax and indirect taxes such as customs duty,
excise duty, etc:
Reduction in equalities of income: Taxation follows
the principle of equity. The direct taxes are progres-
sive in nature. Also certain indirect taxes, such as
taxes on luxury goods, is also progressive in nature.

Social welfare:

Taxation generates social welfare. Social welfare is
generated due to higher taxes on certain undesir-
able products like alcoholic products.

Foreign exchange:

Taxation encourages exports and restricts imports,
Generally developing countries and even the devel-
oped countries do not impose taxes on export items.

Regional development:

© Taxation plays animportant role in regional develop-
ment, Tax incentives such as tax holidays for setting
up industries in backward regions, which induces
business firms to set up industries in such regions.

Control of lnflatlon-

® Taxation can be used as an instrument for controlling
inflation. Through taxation the government can con-
trol inflation by reducing the tax on the commodities.

Definitions

® “Public finance is one of those subjects that lie on
the border line between Economics and Politics.

[ ]

|

It is concerned with income and expenditure of

{ Example: Income tax, gift box, wealth tax,VAT etc

method, the rate of taxation is the same regardless
of the size of income. The tax amount realised var-

Progressive tax tes in the same proportions that of income.

e Progressive tax rate is one in which the rate of taxa- Example: )
tion increases (multiplier) as the tax base increases | Tax Base l Tax Rate :, Amount tof Tax l
(ruicnd, T ament of oxpate s v | pssommo | dow | _aiton
the case of a progressive tax, the multiplicand (in- |- — Rs.20, 000 g 40 1»0_%_ .\ Rs2000 . |
come) increases. When income increases, the taxrate | _ RS}_Q 009 ., 10% i Rs3000 ‘l
also increases. This is known as a progressive tax. Rs.40,000 10% l Rs 4000 |

Example: Regressive Taxes

“TaxBase | TaxRate "Jﬁ Amount of Tax | e Itimplies that higher the rate of tax lower the in-

" Rs.10,000 | 10% “Rs.1000 l come groups than in the case of higher income

: 'Rs.20,000 ‘ 15% | Rs3000 | _groups. It |saveryoppo5|te ofprogre{ssxve taxation.

l Rs.30,000 17—25%/ ST {h_R's_JS_OOM 5= -—l} | Progresswe Income : Tax also | E.g. l

| Rs40,000 | 40% | Rs.16000 | __T.a’i-___ "‘”e,a.s_e | increaseshincomet =g

. Proportionate taxes — l Proportional  Income Tax 'lE 8-

o Taxlevied on goods and service in a fixed portionis | e, . inClEaSE Decrease] Corpotategies
known as proportionate taxes. All tax payers con- | Regressive | Income Same | E.g.Sales
tribute the same proportion of theirincomes. In this | tax change always | Tax =

t_:_:‘v —j _b: £ leference between Taxand other Payments - i—“ ; - i

 SNo. | o Tax Payments

1 T Tax is compulsory tothe government without | Fee is the payment for gettmg any service A li

B ‘ getting any direct beneﬁt{ ) }

; 2 l If the element of revenue for general purpose , While a fee is a payment for a specific benefit |

| ! of the state predominates, the levy becomes privilege although the special to the primary

Bl i { atax i purpose of regulation in public interest.
3 Tax isa compulsory payment ; Feeisa voluntary payment. G

"4 | Iftaxis imposed on a person, he has to pay it; | On the other hand fee is not paid if the person

l | otherwise he has to be pen_allsed i do not wart to get the service

75 7 Inthis case, tax payer does not expect any | Fee payer can get direct benefit for paying fee.’
direct benefit. | Examples: stamp fee, driving license fee, gov-

ernment reg|strat|on fee
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public authorities and with the adjustment of one
to the other”. - Huge Dalton
“public finance is an investigation into the nature
and principles of the state revenue and expendi-
ture”. - Adam Smith
Public Revenue

Public revenue deals with the methods of raising
public revenue such as tax and non-tax, the prin-
ciples of taxation, rates of taxation, impact, inci-
dence and shifting of taxes and their effects.
Public Expenditure

This part studies the fundamental principles that
governthe Government expenditure, effects of pub-
lic expenditure and control of public expenditure.
Public Debt

Public debt deals with the methods of raising loans
from internal and external sources.The burden,
effects and redemption of public debt fall under
this head.

Financial Administration

This part deals with the study of the different as-
pects of public budget. The budget is the Annual
master financial plan of the Government. The vari-
ous objectives and steps in preparing a public bud-
get, passing or sanctioning, allocation evaluation
and auditing fall within financial administration.

5. Fiscal Policy

Taxes, subsidies, public debt and public expendi-
ture are the instruments of fiscal policy.

Functions of Modern State

The modern 'sta(t'e is a welfare state and not just
police state i “l

rCauses for the Increase in Government Expenditure
) Populatlon Growth

,_1
e

Durmg the past 67 years of plannirg, the population

_Mt
TR . «Defence
* Control of &0 -
Monopoly / 8 Judiciary ]
\ /' o
¥ A
Dll» | —
{ social % ) oy
{ Sl \ — | Enterprises |
“_Justice / \ : TPI 5
P INERTY 5N < Social
L»Economic T £ Welfare ¥
Shallsy {Infrastructure —

K

e Y R AT M T T T =

_ of India has increased from36.1 crorein 1951,t0 121
crore in 2011. The growth in population requires
massive investment in health and education, law and
order, etc. Young population requires increasing ex-
penditure on education & youth services, whereas
the aging population requires transfer payments like
old age pension, social security & health facilities.

Defence Expenditure

There has been enormous increase in defence ex-
penditure in India during planning period. The de-
fence expenditure has been increasing tremen-
dously due to modernisation of deferce equip-
ment. The defence expenditure of the government
was T 10,874 crores in 1990-91 which increased
significantly to T 2,95,511crores in 2018-19,

Government Subsidies

Thoothukudi 99445 11344 Ti i
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The Government of India has been providing subsi-
dies on a number of items such as food, fertilizers,
interest on priority sector lending, exports, educa-
tion, etc. Because of the massive amounts of subsi-
dies, the public expenditure hasincreased manifold.

eLs et A R we At e

The expenditure on subsidies by central govern-
ment in 1990-91 was T 9581 crores which increased
significantly to T 2, 29,715.67 crores in 2018-19,
Besides this, the corporate sectors also receive
subsidies (incentives) of more than ¥ 5 lakh crores.

Debt Servicing

The government has been borrowing heavily both
from the internal and external sources, As a re-
sult, the government has to make huge amounts
of repayment towards debt servicing.

The interest payment of the central government
has increased from ¥ 21,500 crores in 1990-91 to
5, 75,794crores in 2018-19.

Development Projects

The government has been undertaking various de-

velopment projects such asirrigation, ironand steel,
heavy machinery, power, telecommunications, etc.
The development projectsinvolve huge investment.

Urbanisation

6 Madurai 98431 10566

There has been an increase in urbanization. In
1950-51 about £7% of the population was urban
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based. Now the urban population has increased to
about 43%. There are more than 54 cities above
one million population. The increase in urbaniza-
tion requires heavy expenditure on law and order,
education and civic amenities.

Industrialisation

Setting up of basic and heavy industries involves a
huge capital and long gestation period. It is the
government which starts such industries in a
planned economy. The under developed countries
need a strong of infrastructure like transport, com-
munrication, power, fuel, etc.

Increase in grants in aid to state and union territories

There has been tremendous increase in grant-in-

[ ]
aid to state and union tersitories to meet natural
disasters. '

Tax Revenue

Meaning

e Taxisa compulsory payment by the citizens to the
government to meet the public expenditure.

Definitions

e “ATaxis acompulsory payment made by a person
or a firm to a government without reference to any
benefit the payer may derive from the govern-
ment.” - Anatol Murad

e “A Tax is a compulsory contribution imposed by

Non-Tax Revenue

’public authority, irrespective of the exact amount
of service rendered to the tax payer in return and
not imposed as a penalty for any legal offence.”

- Dalton

Fees

A fee is charged by public authorities for render-

[ ]
ing a service to the citizens. Unlike tax, there is no
compulsion involved in case of fees. The govern-
ment provides certain services and charges certain
fees for them. For example, fees are charged for
issuing of passports, driving licenses, etc.

Fine

e Afineisa penaltyimposedonan individual for vio-

lation of law.

Earnings from Public Enterprises
e Some of the public sector enterprises do make a

Special assessment of bettermen;l‘évy )
e Due to a public park or due ta]

Escheats

good amount of profits. The profits or diviq_en’d-slx‘

which the government gets can be usirl_iz,edlfdl‘; pub-":é
P kY |
%

L\
A
"

)i e d a
ithe c'ogstructiog of

lic expenditure. ya

a road, people in that Iocalit%{[{lay ex}er_ignce‘i"%n
appreciation in the value of thel r.pigrpertv?)r land.

o)

e Itrefersto the claim of thé state to gfl’e property })f per-

sons who die without legal heirs on‘documer}tecf will.

Canons of Taxation
1. Economical 2. Equitable
3. Convenient 4, Certain

5. (Efficient and Flexible)

Canon of Ability

The Government should impose tax in such a way
that the people have to ‘pdy taxes according to their
ability. In such case a rich person should pay more
tax compared to a middle class person or a poor

person.

canon of Certainty

The Government must ensure that there is no un-
certainty regarding the rate of tax or the time of
payment. If the Government collects taxes arbi-
trarily, then'these will adversely affect the effi-
ciency of the people and their working ability too.

Canon of Convenience

The method of tax collection and the timing of the
tax payment should suit the convenience of the
people. The Government should make convenient
arrangement for all the tax payers to pay the taxes

without difficulty.

canon of Economy

ent has to spend money for collect-
ing taxes, for example, salaries are given to the
persons who are responsible for collecting taxes.
The taxes, where collection costs are more are con-
sidered as bad taxes. Hence, according to Smith,

The Governrm
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the Government should impose only those taxes
whose collection costs are very less and cheap .

Direct Tax and Indirect Tax
Direct Tax

A direct tax is referred to as a tax levied on person’s
income and wealth and is paid directly to the gov-
ernment; the burden of such tax cannot be shifted.
The tax is progressive in pature. It is levied accord-
ing to the paying capacity of the person, i.e. the
tax is collected more from the rich and less from
the poor people.

Indirect Tax

Indirect Tax is referred to as a tax charged on a per-
son who purchases the goods and services and it is
paid indirectly to the government. The burden of
tax can be easily shifted to the another person. Itis
levied on all persons equally whether rich or poor.

GST (Goods and Service Tax)

GST is an Indirect Tax which has replaced many
Indirect Taxes in India. The Goods and Service Tax
Act was passed in the Parliament on 29th March
2017. The Act came into effect on 1st July 2017.
GST is one indirect tax for the entire country.

Under the GST regime, the tax will be levied at the
final point of sale. In case of intra-state sales, Cen-
tral GST and State GST will be charged. Inter-state

- sales will be chargeable to Integrated GST.

The component of GST are of 3 types.
CGST: Collected by the Central Governmentonan in-

tra-state sale (Eg: Within state/ union territory)

SGST: Collecte

IGST: Collected by the Cen

d by the State Government on an intra-
state sale (Eg: Within state/ union territory)

tral Government for inter-
state sale (Eg: Maharashtra to Tamil Nadu)

Definitions

Budget

“The debt is the form of promises by the Treasury to
pay to the holders of these promises a principal sum
and in most instances interest on the principal. Borrow-
ing s resorted toin order to provide funds for financing

a current deficit” = Philip E.Taylor

‘budget’ is said to have its origin from

The word
“Bougett” which refers to ‘a small

the French word
leather bag’.

The budget is an annual financial statement which
shows the estimated income and expenditure of
the Government for the forthcoming financial year.

Definitions

“|t is a document containing a preliminary ap-
proved plan of public revenue and expenditure”.,

-Reney Stourn.

“The budget has come to mean the financial ar-
rangements of a given period, with the usual im-
plication that they have been submitted to the leg-
islature for approval”. - Bastabale

Union Budget and State Budget

Union Budget under Article 112 to the Parliament
and each State Government has to submit the
same for the State in the Legislative Assembly un-

der Article 202. PN

{Components ‘of Budget'

r

(FBldget Receipts

! I | W
AREVeRUEReCEIpte]  (TCapitalReceipts fRevenue Expenditure’  fCapitalExpenditure™

|
Budget EXpEREITED

£77Plan Non Plah 7 é" Plan Non Plan &
[Expenditure  Expenditurej {Expenditure Expen@!@?}
(EREENT,  (@orowingand)  Dismvestment
of Loans - ' other Liabilities

s ot Buden

§

Revenu'efénd Capital Budget

< 4
»Revenue Budget:

Vote - on - Account:

It consists of revenue receipts and revenue expen-

get can be presented by the Government to tackle
these unforeseen events. .

Under Article 116 of the Indian Constitution, the

[ ]
diture. Moreover, the revenue receipts can be
categorised into tax revenue and non-tax revenue.

e Revenue expenditure can also be categorised into
plan revenue expenditure and non-plan revenue
expenditure.

Capital Budget: ) ®

e It consists of capital receipts and capital expendi-
ture. In this case, the main sources of capital re- -
ceipts are loans, advances etc. L4

e On the other side capital expenditure can be
categorised into plan capital expenditure and non- i
plan capital expenditure.

Supplementary Budget: -

e During the time of war emergencies and natural ca-
lamities like tsunami, flood etc, the expenditures al- ®
lotted in the budget provisions are not always enough.

e Underthese circumstances, a supplementary bud-

L]

Budgeting {ZBB first) in 1987-88. It involves fresh
evaluation of expenditure in the Government bud-
get, assuming it as a new item.

The reyiew has been made to provide justification
or otherwise for the project as a whole in the light
of the socio-economic objectives which have been
already set up for this project and as well as in view
of the priorities of the society. -

Performance Budget:

When the outcome of any activity is taken as the
base of any budget, such budget is known as ‘Per-

“formance Budget’.

For the first time in the world, the performance
budget was made in USA.

The. Administrative Reforms Commission was set
u;? |n‘ 1949 in America under Sir Hooper. This com-
mission recommended making of a ‘Performance
Budget’in USA. -

In the Performance Budget, it is the compulsion of
the government to tell ‘what is done’, ‘how much
done’ for the betterment of the people.

In India, the Performance Budget is also known a$
‘Outcome Budget’.

Balanced Budget Vs Unbalanced Budget
A.

Balanced Budget

°
?;dget can be presentgd‘ in t.he middle of the year. e Balanced budget is a situation, in which estimated
e re:as?n may be political in nature. revenue of the government during the yearis equal
e The existing Government may or may not continue to its articipated expenditure.
for the year, on account of the fact that elections are Unbalanced Budget
du:, 'tr?\?n'thf Gov;rr;ment places a ‘lame duck bud- The budget in which Rev &E d e
get’. Thisisalso called ‘Vote-on- ¢ . snues Expenditirer’”
e-on-account Budget not equal to each other is kn pU balanced
Zero Base Budget: ‘ 1. Surplus Bud own as Unbatane
. Surplus Budget
e The Government of India - -
ndia presented Zero-Base The budget is a surplus budget when the estimated
12 52016 Madurai QRA21 10RAR cn
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revenues of the year are greater than anticipated
expenditures.

Deficit Budget

Deficit budget is one where the estimated govern-
ment expenditure is more than expected revenue.

Government’s estimated Revenue < Government’s
proposed Expenditure.

Central State Financial Relationship

]

ol o oA

10.

11.

1

N

13.
14,

15.
16.
17.

18.

19.

20.

)

Union Sources

Corporation tax

Currency, coinage and legal tender, foreign exchange.
Duties of customs includiﬁg export duties.

Duties of excise on tobacco and certain goods
manufactured or produced in India.

Estate duty in respect of property other than agri-
cultural land.

Fees in respect of any of the matters in the Union
List, but not including any fees taken in any Court.
Foreign Loans.

11.
12.

13.

14,

15.

16.
17.
18.

19.

20.

m)

pose by Parliament relating to mineral development.
Taxes on the consumption or sale of electricity.

Taxes on the entry of goods into a local area for
consumption, use or sale therein.

Taxes on the sale and purchase of goods other than
newspapers.

Taxes on the advertisements other than those pub-
lished in newspapers.

Taxes on goods and passengers carried by road or
on inland waterways.

Taxes on vehicles.

Taxes on animals and boats.

Taxes on professions, trades, callings and employ-
ments.

Taxes on luxuries, including taxes on entertain-
ments, amusements, betting and gambling.

Tolls. -

Taxes Levied and Collected by the union but As-
signed to the States (Art.269)

Suresh’
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Stamp duties and duties of excise on medicinal and
toilet preparation (those mentioned in the Union
List) shall be levied by the Government of India
but shall be collected.

i) In the case where such duties are leviable
within any Union territory, by the Government
of India.

In other cases, by the States within which such
duties are respectively leviable.

ii)

v) Taxeswhich are Levied and Collected by the Union

1.
2.

but which may be Distributed between the Union
and the States (Arts.270 and 272)

Taxes on income other than agricultural income.
Union duties of excise other than such duties of
excise on medicinal and toilet preparations as are
mentioned in the Union List and collected by the
Government of India.

History of Finance Commission

Finance commission is a quasi-judicial body set up
under Article 280 of the Indian Constitution. It was

Lotteries organized by the Government of Indiaor 1. Duties in respet of succession to property other established in the year 1951, to define the fiscal
the Government of a State. than agricultural land. relationship framework between the Centre and
Post Office Savings Bank. 2. Estate dutyin respect of property other than agri- the state.
Posts and Telegraphs, telephones, wireless, Broad- cultural land. «.* Finance th:mm|5510r;alms to red;iith: ftlscalvlm-
casting and other forms of communication. 3. Taxes on railway fares and freights. b.alar‘1ces etween the centre an e states ( el.'-
L T ther than st duti N i . tical imbalance) and also between the states (hori-
Property of the Union. s:(;(:: zxc}:ng:snas :Tz u |e;3<r;tw;ransac JORSH zontal imbalance). It promotes inclusiveness.
¢ 3 nd future m . :

- Public Debt of the Union. g = thetes) hase of 4 © AFinance Commission is set up once in every 5

Railways. - axes on the sale or purchase o NEVARIpED dn years. It is normally constituted two years before
. i on advertisements published therein . .

Rates of stamp duty in respect of Bills of Exchange, 6. Tormir] r . the period. It is a temporary Body.

Cheques, Promissory Notes, etc. ! r:;nqu;nz tsaexes °"_ goods or passengers carried by e The 14th Fmance Commission was set up in 2013.
Reserve Bank of India. 71 ¥S, ha orlalr. h . i Its recommendatlons were valid for the period
K . . . Taxes on the sale or purchase of goods other than fmm 1st Aprll 2015 to 31st March 2020.

Taxes on |ncome'other than agricultural |ncome.z. newspapers where such sale or purchasetaxes place P Fmance Commisdonthas been setun fn
Taxes on the capital vz?|ue_ l_Df the assets, exclusive in the course of inter-State trade or commerce.. ~ i( r‘]ovember 2017, Its recomimieidations W|Ilpbe

of agricultural land of individuals and companies. IV) Duties levied by the Union but collectedand Ap- l lm_plemented starting 1 April 2020,
Taxes other thar stamp duties on transactions in propriated by the states (Art.268) ‘»’ “‘ )
stock exchanges and future markets. : e N Y A a1\ I
Taxes on the sale or purchase of newspapers and Finance f Year of { Chairman Operational
on advertisements published therein. Commission |  establishment | oy ‘ _duration
Terminal taxes on goods or passengers, carried by First 1951 K. C. Neogy { 1952-57
railways, sea or air. | _Second ‘ 1956 | K.santhanam ~I 1957-62
State Sources - ‘f’y _Thid | 1960 | AKGChanda | 1962-66 -
Capitation tax 4 | Fourth 1964 __ P.V.Rajamannar | 196669
Duties in respect of succession toagrjcultural Sn | __Fifth_ | 1968 ___MahaveerTyagi | 1969-74
Duties of excise on certaif goods uced, ory Sixth 1972 | B ==
manufactured in the Sta \ sug as%lco ollc'i&q »‘ L CluL R -7 _K. Brahmananda Reddy 2 1974-79 .
uids, opium, etc. f ! Seventh | 1977 _!__J.M.sShelat | 1979-84
_ Estate duty in respect oFagrlcultural Jand __Eighth 1983 | Y. B. Chavan 1984-89
Fees in respect of any of the"matters théState Ninth 1987 . N.K:P.Salve 1989-95
List, but not including fees take v]n anyCourt. Tenth 1992 | KCPant * | 19952000
Land Revende. | o(j i __Fleventh | 1998 | A M.Khusro 1 2000-05
Rates ofstamp dutym respect of documents other [ [ i = S AT
Twelfth | 2002 - | —10
than those specified in the Ufffon List.” I R IR P -C.Rangarajan_____ | 2005-10 "
Taxes on agricultural income. Thirteenth_ - : 200 | Dr.VijayL.Kelkar | 2010-15
Taxes on land and buildings. Fourteenth 2013 _DrY.VReddy | 2015-20
. Taxes on mineral rights, subject to limitations im- Fifteenth, 2017 N. K. Singh 2020-25

Finance. Commission

Functions of Finance Commission of India

1.

The distribution between the Union and the States
of the net proceeds of taxes, which may be divided
between them and the allocation among the states
of the respective shares of such proceeds;

To determine the quantum of grants-in-aid to be
given by the Centre to states [Article 275 (1)] and

Distribution of
fax proceeds

42, 58%
States Centre

With GST, states now
get 50% of the kitty

Thoothukudi 99445 11344 Tirunelveli

to evolve the pnnclples govermng the eligibility of
*the state for such grant-in-aid;

How Taxes Are Split

e Article 280 of the Constitution mandates the fi-
nance commission to recommend the distribution
of the net prdceeds of taxes between the Centre
and the states every five years.

15th Finance Commission’s recommendations on

tax sharing between Centre and States are to kick
in form April 2020

Any other matter referred to the Commission by
the President of India in the interest of sound fi-
nance. Several issues like debt relief, financing of
calamity relief of states, additional excise duties,
etc. have been referred to the Commission invok-
ing this clause.

g .. DUnionBudget 2020 (New Tax Slabs): v= < # TR
t‘ Income Tax i i B st 1
; “Upto 5 Lakhs Nil a5 i
i Between 5L - 7.5 Reduced to 10% from the current 20% Fab eSS l:
;_ Between 7.5-10 L Reduced to 15% from the current 20% (s gt !
; Between10L-125 Reduced to 20% from the current 30% : ‘
A 3 Between 12.5L to 15 L Reduced to 25% from the current 30%

! Above 15 L Continue at 30% but without exemptions “

|
E 3
|
|
i

/
(]
"4,.
(J

Over 70 deductions have been removed
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Companies will no longer be required to pay dividend Distribution Tax (DDT) . {
Aadhaar based vertuf cation for GST co'npliance to be Introduced : |
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a period of time, normally a year”. Commonly Na-
tional Income is called as Gross National
Product(GNP) or National Dividend.

Nobel laureate Simon Kuznets first introduced the
concept of national income.

Personal Income

Personal income is the total income received by
the individuals of a country from-all sources be-
fore payment of direct taxes in a year. Personal in-
come is never equal to the national income, be-
cause the former includes the transfer payments
whereas they are not included in national income.
Personal Income = National Income — (Social Se-
curity Contribution and undistributed corporate
profits) + Transfer payments

Disposable Income

Disposable Income is also known as Disposable
personal |ncome It is the individuals income after
the,paymen.t oﬂ income tax. This is the amount

o avallable for hou‘seholds for consumption.

Meaning of National Income N
e Incommon Terms, National Income means the to- a) Net Domestic Product (NDP)
tal money value ofall final goods and services pro- o pp js the value of net output of the economy dur-
d.uced ina leountny{during:ai particular period of ing the year. Some of the country’s capital equip-
t'm? (Gng\yEar): ment wears out or becomes outdated each year
Definitions during the production process. Thuis Net Domestic
e “The labour and capital of a country acting on its Product = GDP - Depreciation. °
ratural resources produce annually a certain net
aggregate of commodities, material and immate- Gross National Product (GNP)
rial including services of all kinds. This is the true @ GNP is the total measure of the flow of final goods
net annual income or revenue of the country or and services at market value resulting from cur-
national dividend”. -Alfred Marshall. rent production in a country during a year, includ-  ®
e 'GDP and its detractors.Simon Kuznets, (Creator of ing net income from abroad.
GDP) 1932 Th e welfare of a nation can scarcely be GNP = C+1+G + (X-M) + NFIA
inferred from a measurement of national income i
as defined by the GDP... goals for more growth C= Cons}umptlon = 5
should specify of what and for what. |'= Investment A {:«{.
e “The net output of the commaodities and services G = Government Expenditurgﬂ /‘,"“ ﬂf}&' ]
flowing during the year from the country’s produc- X-M = Export - Import = 3\! [i L N ., .
tive sys-tem into the_h_ands of the ultimate consum- NFIA = Net Factof Income onYAbroad “”-:;3;} "’a».‘
ers or into net addition to the country’s stock of #fg’ {‘1 A

Gross Domestic Product (GDP)

Goods and services:

Market value:

Final goods and services:

National Income

GNP mclydésﬂve txpes of ﬂnal,gaods and sé rv‘lces

capital goods”. - Simon Kuznets.

GDP is the total market value of final goods and éfd“‘:ﬁ lle’% P
services produced within the country dufing fyear h%peo hICBjS referred t6as consumption (C);

This is calculated at market pnce?‘é'hd is knoﬁ’m a‘% 2) gross private domesnanvestmennn capital goods

GDP at market prices. & g "1 9 U écc:mﬂstmg of fixed capltal‘formatmn residential

GDP by expenditure my thozzgtr?ﬁarlégt prmes% ﬁ:onstructmn andJnvé’htones of finished and un-
K

=C+1+G+(X—-M) i .%\ g’ x& ?“nlshed goods whlcﬁ is called as gross investment
Where C— consumption goods; % 3 Tl) i

| - Investment goods; Y % \mﬂ.;a}" goods and services produced or purchased by the
G — Government purchaseé‘;fﬁqé’ ,j government which is denoted by (G) ; and

X - Exports; M — Imports "'Q. o 4 4) net exports of goods and services, i.e., the differ-
(X~=M) s net export which c"gﬁﬁcé positive or nega- ence between value of exports and imports of
tive. goods and services, known as (X-M) ; Net factor

ence between factorincomes (wage, interest, prof-
its ) received from abroad by normal residents of
India and factor incomes paid to the foreign resi-
dents for factor services rendered by them in the

. domestic territory in India (R-P). (C+1+ G + (X-M)
+ (R-P)). GNP at Market Prices = GDP at Market
Prices + Net Factor income from Abroad.

Net National Product (NNP) (at Market price)

e Net National Product refers to the value of the net
output of the economy during the year. NNP is ob-
tained by deducting the value of depreciation, or
replacement allowance of the capital assets from
the GNP.

NNP = GNP - depreciation allowance.

As you know by now, goods-are tangible items
while services are activities which are intangible .

This is the price at which goods and services are
sold in the market.

The GDP measures ali the goods and services pro-
duced in the country. For this, we have to add all
the goods and services produced.

Economists Tyler Cowen and Alex Tabarrok say that
“final goods and services” are the goods and ser-
vices which will be used or consumed and will not
form a part of othergoods and services. The goods
and services which will be used for producing other o
goods and services and will form a part of the goods .
and services produced are called “intermediate
goods”.

Only the final goods are included in the GDP. In-
termediate goods are not counted in cafculating
the GDP because their value is included in the fi-
nal goods. So if the intermediate goods are in-
cluded in the GDP it will result in what is called
“double counting”.

It is expressed as,(depreciation is also called as
Capital Consumption Allowance)

NNP at Factor cost

e NNP refers to the market value of output. Whereas
NNP at factor cost is the total of income payment
made to factors of production. Thus from the
money value of NNP at market price, we deduct
the amount of indirect taxes and add subsidies to

. arrive at the net national income at factor cost.
NNP at factor cost = NNP at Market prices - Indi-
rect taxes + Subsidies.

‘National Income is a measure of the total value of
goods and services produced by an economy over
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incomes from abroad which refers to the differ- -

Dlsposablalncome Personal income — Direct Tax.
(From consumptnon approach DI = Consumption
Expendltures + Savings)

Flrst’quarter,n or Q1: April, May and June

Second quarter or Q2: July, August, September

R A Thll‘d Quarter or Q3: October, November, Decem-

v§|ue of final consu‘mer goods and SErwces pro-k “ber
ar t sstnsfy the’ ﬁmednate wants,0f o  Fourth Quarter, or Q4: January, February, March.

Per Capita Income

The average income of a persor of a country in a
particular year is called Per Capita Income. Per
capita income is obtained by dividing national in-
come by population.

P o National income

er capita income = " population

e in 1867-68 for the first time Dadabhai Navroji had
ascertained the Per Capital Income in his book
“Poverty and Un-British Rule of India”.

Real Income

e Nominal income is national income expressed in
terms of a general price level of a particular year
in other words, real income is the buying power of
nominal income. National income is the final value
of goods and services produced and expressed in
terms of money at current prices.

e National Income at constant price = National In-

P
come at current price +P_'
0

P, — Price index during current year;
P, — Price index during base year

GDP deflator

e GDP deflator is an index of price changes of goods

and services included in GDP. It is a price index
which is calculated by dividing the nominal GDP in
a given year by the real GDP for the same year and
multiplying it by 100.

Nominal GDP
Real GDP

GDP deflator = x100

Methods of Measuring National Income

Three methods that are used to measure national
income.

1. Production or value added method
2. Income method or factor earning method

3. Expenditure method
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6.

Estimata the purchasing power,

Public Sector,

® Consumption ' ® Income from people in jobs i
® Government spending and in self employment (e.g. wages |
® Investment spending and salaries)
® Changein value of stocks | e Profits of private sector business L4
®  Exports ® Rent income from the
® -Imports ownership of land
® = GDP (known as

aggregate demand)

Product Method

Product method measures the output of the coun-
try. It is also called inventory method. Under this e
method, the gross value of output from different
sectors like agriculture, industry, trade and com-
merce, etc., is obtained for the entire economy
during a year. -

Examples

i)

iil)

iii)

iv)

Income Method »_._, }
(Factor Earning Method) ;/ N S

'husbandry, forestry, fishery, mining and factory es;

Total production of 64 agriculture commodities is
estimated. The output of each crop is measured ®
by multiplying the areas own by the average yield
per hectare. .

The total output of each commodity is valued at
market prices.

The aggregate value of total output of these 64 ®
commeodities is taken to measure the gross value
of agricultural output.

The net value of the agricultural output is mea- ®
sured by making deductions for the cost of seed,.
manures and fertilisers, market charges, repairs
and depreciation from the gross value. °

Similarly, the gross values of the output of animal

tablishments are obtained by multlplymg their es-
timates of total production with market prlces

\
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4

h
)
)
i
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This method approaches natronal mcome from the
distribution side. Under thls method~patronal I
come is calculated by addmg up all the mtomes
generated in the course of producmg natlonal prod- il

uct. l
% S

Steps involved L Ma

1.

Qg

The enterprises are classified into various indus- e

trial groups.

Factor incomes are grouped und_er labour income,

capital income and mixed income,

i) tabourincome - Wages and salaries, fringe ben-
efits, employer’s contribution to social secu- o
rity.

i) Capital income — Profit, interest; dividend and
royalty .

Mixed income — Farming, sole proprietorship e

and other professions.

National income is calculated as domestic factor

income plus net factor incomes from abroad. In

short,

Y=w+r+i+P+(R-P) °

w = wages, r = rent, i = interest, P = Profits, °

R = Exportsand P =

This method is adopted for estimating the contri-

butions of the reméining sectors, viz., small enter-

prises, banking and insurance, commerce and
transport, professions, liberal arts and domestic

service, public authorities, house property and e

foreign sector transaction.

iii)

Imports .

The Expenditure Method (Outlay method) 1,

Under this method, the total expenditure incurred 2,
by the society ina particular year is added together.
To calculate the expenditure of a society, it includes
personal consumption expenditure, net domestic

Value added from each of tha

main economic sectors
e These sectors are
Primary
e Secondary
e Manufacturing
o Quaternary

investment, government expenditure on corsump-
tion as well as capital goods and net exports.

GNP =C+1+G + (X-M)

C - Private consumption expenditure
| - Private Investment Expenditure

G - Government expenditure

X-M = Net exports

Factor cost (FC)

There are a number of inputs that are included into
a production process when producing goods and
services. These inputs are commonly known as fac-
tors of production and include things such as land,
labour, capital and entrepreneurship.

Producers of goods and services incur a cost for
using these factors of production. These costs are
ultimately added onto the price of the prodﬁct
The factor cost refer to the cost of productlon that
is incurred by a f:rm when produclng goods and
services. o

Examples of such productuon costs mclude the cost
of rentmg machmes purchaslng machmery and
land paying salaries’and wages, cost of obtainlng &

X caprtal and the proFt marglns that'are added by

‘the entrepreneur A |
The factor cost doés not Include the taxes that are
pald to the gdvernment since taxes are not directly
|r;volved in tpe productlon process and, therefore,
are not part of the direct production cost.

However, subsidies received are included in the
* factor cost as subsidies are direct inputs into the

production.

rket price (MP)

Once goods and services are produced they are
sold in a market place at a set market price.

The market price is the price that consumers will
pay for the product when they purchase it from
the sellers.

Taxes charged by the government will be added
onto the factor price while subsides provided will
be reduced from the factor price to arrive at the
market price.

Taxes are added on because taxes are costs that
increase the price, and subsidies are reduced be-
cause subsidies are already included in the factor
cost, and cannot be double counted when market
price is calculated.

MP = FC + Indirect Taxes - Subsidies

FC = MP - Indirect Taxes + Subsidies

National Income (NNPFC) = Gross Value Added

" by all the production Enterprises within the Do-

mestic Territory of the Country — Depreciation —
Net Indirect Taxes + Net Factor Income from
Abroad

DPI = Individual income - Direct Tax

Importance of GDP

Study of Economic Growth,

Urequal distribution of wealth,

Problems of inflation and deflation.

Comparison with developed countries of the world,

7. Gulde to economic planning,

Limitations of GDP

e The GDP is the most widely used measurs of th
state of the economy. While appreciating its yse,
fulness, we should be aware of some of ity lirnits.
tions.

1. Severalimportant goods and services are left gy
of the GDP:

e The GDP includes only the goods and services solg
in the market. The services provided by paronts g,
their children is very important but it is not g,
cluded in the GDP because It is not sold in the rmar.
ket. Likewise clean alr, which is vital for a hesalthy
life, has no market value and is left out of the Gop

2. GDP measures only quantity but not quallity;

e Inthe 19705 schools and banks did not permit the
use of ballpoint pens, This is because the ones aysil.
able in India were of very poor quality, Since then,
not only has there been a substantial increase in
the quantity of ballpoint pens produced in Indis
but their quality has also improved a lot, The irm-
provement in quality of goods is very important
but it is not ca’b'mrcd by the GDP,

3. GDPdoes not tcll us about the way income Is dis-
tributed ln the country,

‘e Trhr_ GDP of a country may be growing rapidly but

lneomc may be distributed so unequally that only
a small percentage of people may be benefitting
fromit.. i
, 4: The' GDP doea not tell us about the kind of life
) people are llvlng‘

H
I ‘A high level of per capita real GDP can go hand-in-

hand with very low health condition of people, an
undemocratic political system, high pollution and
high suicide rate.

Estimation of GDP

e The Central Statistical Organi-sation (CSO), under
the Ministry of Statistical department keeps the
records. It's processes involves conducting an an-
nual survey of industries and compilation of vari-
ous indexes like the Index of Industrial Production
(IIP) Consumer Price Index (CPI) etc.

1) Primary Sector: (Agricultural Sector)

e Agricultural sector is known as primary sector, in
which agricultural operations are undertake, Agrl-
culture based allied activities, production of rav/
materlals such as cattle farm, fishing, mining, for-
estry, corn, coal etc. are also undertaken,

2) Secondary Sector:(Industrial Sector)

e Industrial sector is secondary sectors in which the
goods and commoditles are produced by trans
forming the raw materials. Important industries
are Iron and Steel Industry, cotton textlle, Jute,
Sugar, Cement, Paper, Petrochemical, automobile
and other small scale Industries,

3) Tertlary: (Service Sector)

o Tertlary sector is known as service sector It Includes
Government, scientific research, transport commu-
nication, trade, postal and telegraph, Banking, E4u*
cation, Entertainment, Healthcare and Information
Technology etc.. In the 20th century, economists
began to suggest that, traditional tertlary 'f-'rV'“‘f
could he further distinguished from ’quatcrnafY'
and “quinary” service sectors,

Gross value added (GVA)

e Gross value added (GVA) Is the measure of the
value of goods and services produced In an ared
Industry or sector of an economy. In natfonal 3¢
counts GVA s output minus intermediate cnnsump
tion; it is a balancing Item of the national accounti
production account,

o GVAlslinked as a measurement to Gross Dome¥’

4,
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tic Preduct (GDP), as both are measures of output.
The relationship is defined as GVA + taxes on prod-
ucts - subsidies on products = GDP

GVA = GDP + subsidies - (direct sales) taxes.
Difficulties in Measuring National Income

ﬂ..

B e S

Teanster payments -

!« ; Difficulties in assessing depreciation allowance

5

» ;., AR AT =
R R e b kises L1 .._m..,‘..“:d

income from illegal activities

-V"?'Tr:“ : B2 R TT Y T]
. B e -~-A-_'x-:"'-q.'£‘»-'.k/A‘.x,'.}_h‘u~‘]'\d54:
Capital Gains
PR — T e ey
i Statistical Problems y
S R, SOl S T A MR !J

Importance of National Income Analysis

e National income is of great importance for the
economy of a country. Nowadays the national in-
come is regarded as accounts of the economy,
which are known as social accounts. It enables us

1. To know the relative importance of the vari-
ous sectors of the economy and their contri-
bution towards national income; from the cal-
culation of national income, we could find how
income is produced, how it is distributed, how
much is spent, saved or taxed.

2. Toformulate the national policies such as mon-
etary policy, fiscal policy and other policies; the

proper measures can be adopted to bring the The Government sector

economy to the right path w1th the help of col-
lecting national income data.

a

3. To formulate planning and evaluate. plan
progress; it is essential that the data pertaln-
ing toa country’s gross Inc0me uﬁ)ut sa\nng
and consumption from dlfferent sources
should be available for economlc plannlngr

4. To build economic models both m short run?
(

*\_,
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Economlc Trends in TamllNadu

and long - run.

Introduction

e Tamil Nadu is geographically eleventh largest and
population wise third largest. Tamil Nadu fares
well with many achievements. It stands to second
in terms of contribution to GDP, third highest in
terms of per capita income, investment, Foreign
Direct Investment (FDI) and industrial output. It has
been ranked as the most economically free state
by the Economic Freedom.

e In the social and health sector also Tamil Nadu’s
performance is better than many other states and
better than national average in terms of health,
higher educatlon, IMR and MMR

Highlights of Tamil Nadu Economy

® Growth of SGDP in Tamil Nadu has been among
the fastest in India since 2005.

® Poverty reduction in Tamil Nadu has been faster
- than that in many other States.
Tamil Nadu contains a smaller proportion of India’s
poor population.

Tamil Nadu is the second largest contributor to
India’s GDP.

® Tamil Nadu ranks 3rd in Human Development Index
(source: UNDP-2015)

¢ Tamil Nadu ranks 3rd in terms of invested capital
(Rs.2.92 lakh crore) and value of total industrial
output (Rs.6.19 lakh crore).

L ]

Tamil Nadu ranks first among the states in terms

/:\

5. To make International comparison, inter - re-

gional comparison and inter - temporal com-
parison of growth of the economy during dif-
ferent periods.

6. To know a country’s per capita income which

reflects the economic welfare of the country

7. To know the distribution of income for various

factors of production in the country.

8. To arrive at many macro economic variables

namely, Tax— GDP ratio, Current Account Defi-

Suresh’

IAS Academy

public health, education, etc. This means satisfy-
ing the collective wants of society. However, pub-
lic enterprises like Post Offices and railways are
separated from the Government sector and in-
cluded as “Firms”.

Rest of the world sector
(Provided income is equally distributed) Py

“Rest of the world sector” relates to international
economic transactions of the country. It contains
income, export and import transactions, external
loan transaction, and allied overseas investment
income and payments.

cit - GDP ratio, Fiscal Deficit - GDP ratio, Debt- Capital sector

GDP ratio etc. e “Capital sector” refers to saving and investment
Capital Gains activities. It includes the transactions of banks, in-
e Capital gains are excluded from national income. surance corporations, financial houses, and other

Social Accounting and Sector

Firms

Firms undertake productive activities. Thus, they
are all organizations which employ the factors of
production to produce goods and services.

Households

;mer:t as a;ollectlve person  that purchases goods

agencies of the money market. These are not in-
cluded under “Firms”. These agencies merely pro-
vide financial assistance to the firms’ activities.
While assessing sectoral contribution to GDP, the
economy is divided into three namely Primary, Sec-
ondary and Tertiary sectors.

National Income and Welfare

“ Households” are consuming entities and repre-
sent the factors of production, who receive pay-
ment for services rendered by them to firms.
Households consume the goods and services that
are produced by the firms.

o
Thus, firms make payment to households for thelr %

services. Households spend money |ncomes they &
received on the goods and, serwces produced by )
the firms. Thisis a arcular flow of mgney between i
these two groups*’(= > P \‘_\ S

L)

¥, d
The Government sector refers to tne econom|c ¢

. transac ons of publlc bodles at” all Ievels centre,

%rstate and Iocal In thElI work concernmg socral ac-

countlng, Edey and Peacock have defned govern-

~and servnces from flrms These purchases may be

fnanced through taxatlon public borrowings, or ®

any other fiscal means. The main function of the
government is to provide social goods like defence,

National Income is considered as an indicator of
the economicwellbeing of a country. The economic
progress. of ¢ countrles is measured in terms of their
GDP per caplta and their annual growth rate.
Physlcal (luallty of Life Index (PQLI) is considered
a better |nd|cator of economic welfare. It includes
standard ofllvmg, life expectancy at birth and lit-
eracy, “.:

4 Natlonal Income & Erosion of national Wealth
R AN

For. achievmg higher GDP, larger natural resources

'! are: belng depleted or damaged. This means re-

“duction of potential for future growth. Hence, it is
suggested that while assessing national income,
loss of natural resources should be subtracted from
national income.

National income in terms of US$

When Indian national income is expressed in terms
of USS, the former looks very low. If Purchasing

Power Parity (PPP) method is adopted India looks
better.

of number of factories with 17% share and
industrial workers (16% share) of the country.
Tamil Nadu is placed third in health index as per
the NITI AAYOG report.

Tamil Nadu has a highest Gross Enrolment Ratio in
higher education.

Tamill Nadu has the largest number of engineering
colleges

Tamil Nadu has emerged as a major hub for
renewable energy.

Tamil Nadu has highest credit Deposit Ratio in  ®

commercial and Cooperative banks.

has highest ranks first on investment proposals filed

by MSMEs. e

Performance of Tamil Nadu Economy

Some of the States like Gujarat and Maharashtra

seem to perform well in some of the economic
indicators.

Kerala tops in literacy, IMR and MMR. In recent
years Tamil Nadu’s performance is outstanding and
far ahead of all other states in the spheres of
health, higher education, growth of MSMEs,
poverty alleviation and employment generation.

e O R R N e e I e ISR N8

of many other states and that the under 5 mortality
has dropped from 21 in 2014 to 20 in 2015

Healthy States, Progressive India Report, (2018) -NITI
AAYOG

Natural Resource
Water Resources

e Tamil Nadu is not endowed with rich natural

resources compared to other States. It accounts for
three per cent of water sources, four per cent of
land area against six per cent of population

North East monsoon is the major source of rainfall
followed by South West monsoon. There are 17
river basins in Tamil Nadu.

The main rivers are Palar, Cheyyar, Ponnaiyar,
Cauvery, Bhavani, Vaigai, Chittar, Tamiraparani,
Vellar, Noyyal Siruvani, Gundar, Vaipar, Valparai etc.

Wells are the largest source of irrigation in Tamil
Nadu (56%).

Water Resources

Tamil Nadu is placed third in health index

The Tamil Nadu state has come third after Kerala

. and Punjab in a health index report.

The neo natal mortality rate is 14 lower than that

ST SRR N RS NS
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Reservoirs
Canals
Tanks
Tube WeIIs 3,20,707
Open Wells 14 92 359
(Sour&e: ‘]’amll Nadu Government Season & Crop . ~,'
‘ Report 2012-13) Sl
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Mineral Resources
L] Tr:mil Nadu has a few mining projects based on
Titanium, Lignite, Magnesite, Graphite, Limestone,
Granite and Bauxite.

z y N ® Thefirstoneis the Neyveli Lignite Corporation that
: has led development of large industrial complex
around Neyveli in Cuddalore district with Thermal

k| power plants, Fertilizer and Carbonisation plants.

‘ ® Magnesite mining is at Salem from which mining

‘ | of B.auxite ores are carried out at Yercaud and this

region is also rich in Iron Ore at Kanjamalai.
Molybdenum is found in Dharmapuri, and is the
only source in the country.

{

[

|

l Mineral Resources

{1 —r—
y ? x
Y Lignite 30,275,000 87%

! ! Vermiculite | 2,000,000 66%

. Garnet 23,000,000 42%

’, Zircon 8,000,000 38%

{4 Graphite | 2,000,000 33%
| limenite | 98,000,000 28%

| Rutile 5,000,000 27%
Monazite | 2,000,000 25%

73,000,000 17%

Eﬁ T s e e e e

{(Source; Department of. Geology and Minlng) Nr

l
:r-; Populairon
‘L o ¢ ® Tamil Nadu stands sixth in population with 7.21
| crore against India’s 121 crore as per 2011 census.
) However, Tamil Nadu'’s population is higher than
that of several countries according to UN Report

i
i Magnesite
{

Density
e The density of population which measures

(2001). Tamil Nadu ranks 12th in densrty";a'gnong

the Indian States and overall it is 382 f°{ Indra
P y

Urbanisation LY }é \ t‘l

e Tamil Nadu is the most urbanrzed staté with 48. ?A }

]

urbanites in India agamst-,‘s% shar’e,l of;total

population. o L};‘ ‘1
Sex ratio (Number of female per 1000 ma/les)
Balanced sex ratio implies rmprovement in quality

[ ]
of life of female population. The sex ratio in Tamil
Nadu is nearing balance with 995 which is far better
compared to most of the States and all India level.
Tamil Nadu stands third next only to Kerala state
and Puduchery Union Territory in sex ratio.
Sex Ratio
IMR 17 34
MMR 79 159
Life Expectancy
Total 70.6 67.9
Male 68.6 66.4
Female 72.7 69.6
4 themcy Rate
“Total 80.33 % 74.04 %
Male 86.81 % 82.14 %
Female 73.86 % 65.46 %
5 | SexRatio 995 940
Infant Mortality Rate

(mortality before completing 1 year)

Tamil Nadu is well ahead of national average and

| other states in IMR. According to NITI AAYOG, the
! IMR is 17 (per 1000) for Tamil Nadu which is just

3 half of national average of 34 as on 2016

1 Maternal Mortality Rate (MMR) (Mother’s

' death at the time of delivery per 1 lakh)

: Tamil Nadu has a good record of controlling MMR,

population per sq.km is 555 (2011) against 480 aSectoraI Contﬁbuﬁon

whole. The State acco Qts for ‘9, 61% f totaL‘*‘

eyt

Thoothukudi 99445 11344 Tirunelveli

ranking third with 79 (Kerala 61, Maharashtra 67)
against national average of 159 again half of the
national average [NITI AAYOG].

Life Expectancy at birth
The average period that a person may expect to

[ ]
live is called life expectancy. However, life
expectancy in India still falls short of most
developed and developing nations.

Literacy

e The literacy rate of Tamil Nadu is Is higher than in

many States.
Gross State Domestic Product (GSDP)
Just like GDP, the Gross State Domestic Product

°
refers to the total money value of all the goods
and services produced annually in the State.

e Tamil Nadu is the second largest economy in India

with a GSDP of $ 207.8 billion in 2016-17 according

to the Directorate of Economics and Statistics,

Tamil Nadu. The GSDP of Tamil Nadu is equal to

the GDP of Kuwait on nominalterm and GDP of UAE

on PPP terms.

e The GSDP of Tamil Nadu is far higher compared to
many countries as shown below. This is mainly due
to population effect. Per capita GSDP would be
better for intercountry or interstate comparisons.

e Tamil Nadu may go below if per capita GSDP is
considered for comparison.

Gross State Domestrc Product

$ 207.8

Tarnrl Nadu-GSDP f

Irag-GDP 4 $171
New Zealand-GDP | $184
SriLanka-GDP | $81
4 g 0 -
a4 4

,‘The.tlemary sector (servrce sector) ;s the, maJor
\con?nbutor to Tamll Nadu s GSDP at 63 70%. The
;econdary sector-v(lndustry)‘contrlbutlon is
graddally on !he nse and now it is 28.5%.

of urban population agamst 31 5% for lndca asia fo Agnc{lltureuoccuples a prominent position in

occupatlon ‘but its contribution to GSDP is declining
(.and now it is just 7.76%.
'

This means that the tertiary and secondary sectors

‘®
have grown faster, the agriculturai sector has

grown slow.

e Agriculture sector provides employment and food
to larger proportion of Indians and Tamils.

e But, the same sector is growing slowly meansit is

notgood. With this trend sustainable development
may not be possible.
Per capita Income
The Per capita GSDP of Tamil Nadu also ($ 2,200)
which is higher than that of many other States in
India.
e Percapita GSDP of Tamil Nadu is nearly .75 times
higherthan the national average, as per 2018 data.

e In term of ¥ the per capita income in Tamil Nadu
was ¥ 1,03,600 in 2010-11 and it has increased to
¥ 1,88,492 in 2017-18 as per the Budjet figures

2018.
Per caplta rncome

Tamel Nadu

India 1670
Nigeria 2175
Nicaragua 2151
Pakistan 1443
Bangladesh 1358
Zimbabwe 1029
Nepal 729

i1 (Sourr:e. World Bank| Natlonal Accouints data,.and
OECDN NauOnaI Accounts )w e b

fx’riq._r.. o2
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Tamll Nadu st #_«_7_1 57 116 —l
—‘K;zrala 1,55,516 .
o —— — T T T

Karnataka /1_ 1154?6
3 Telan,gana 1<58_3§9~_ =

1,37,000 iz

Andhra Pradesh
(Source: Reserve Bank of Indla, New Delpi,

i February 2017)
Agriculture

e Tamil Nadu, with seven agro climatic zones ay
varied soil types is better suited for the producti
of fruits, vegetables, spices, plantation crops
flowers and medicinal plants.

The State is the largest producer of loose flower

[ ]
and the third largest producer of fruits.

e Tamil Nadu has historically been an agricultury|
State. At present, Tamil Nadu is the India’s seconq
biggest producer of rice, next only to West Bengal,

e The stateis one of the major producers of turmeri,
It is also the leading producer of Kambu, Com,
Groundnut, Oil seeds and Sugarcane.

e It ranks first in production of plantation crops and

banana and coagﬁut second in rubber and cashew

aut, thlrd ln pepper and fourth in sugarcane.

e==The gross cropped area under all crops was 58.97

Iakh hectar‘es in the year 2013-14.

The area under food crops account for 72.9% and

that ofnon-food crops is 27.1%. Among the food

crops paddy takes a major share.

o— Among the non-food crops, groundnut and coconut

? take a major’share

~Net sown area has been gradually declining; and, .

rural land, labour and capital are moving towards
urban projects.

e Asaresult, villages are emptied and cities are over-
crowded and congested, leading to spatially
unbalanced bulging.

Foodgrain Production

e Rice production dominates among food grain

production with 79.49 lakh tones on 2014-15

followed by millets at 40.79 lakh tons.

)

Productivity Position of Tamil Nadu and India

The Government of Tamil Nadu lays emphasis on
agricultural production and productivity. As a
result, Tamil Nadu tops in productivity, in food
crops as well as non-food crops, among the States

in India.

Industry

e Chennai is sometimes referred to as the Health
Capital of India or the Banking Capital of India,
having attracted investments from International
Finance Corporationsand the World Bank. Itis also
called as Detroit of Asia.

e Tamil Nadu has a network of about 110 industrial
parks/estates that offer developed plots with
supporting infrastructure.

e Also, the Government is promoting other industrial
parks like Rubber Park, Apparel Park, Floriculturé
Park, TICEL Park for Biotechnology, Siruseri IT Park
and Agro Export Zones.

e The heavy engineering manufacturing companies
are centeredaround the suburbs of Chennai.

e Chennaiboasts of global car manufacturing giants
as well as home grown companies.

e Karur is known for its bus body building which
contributes 80% of South Indian bus body building:

e TNPL is the Asia’s largest ecofriendly pape’
mill. Salem is called as steel city and has many sag°
producing units and mineral wealth.

e Sivakasi is the leader in printing, fireworks,
matches production in India.

safety
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Leather

o Itcontributes to 80% of India’s total safety matches
production and 90% of Indla’s total fireworks
production.

Thoothukudi Is the gateway of Tamil Nadu. It Is a
major chemical producer next only to Chennal,

Textile

o Tamil Naduis the largest textile hub of India. Tamil
Nadu is known as the “Yarn Bowl” of the country
accounting for 41% of India’s cotton yarn
production.

The textile industry plays a significant role in the
Indian economy by providing direct employment
to an estimated 35 million people, and thereby
contributing 4% of GDP and 35% of gross export
earnings.

The textile sector contributes to 14% of the
manufacturing sector. From spinning to garment
manufacturing, entire textile production chain
facilities are in Tamil Nadu.

About half of India’s total spinning mill capacity is
in Tamil Nadu. The western part of Tamil Nadu
comprising Coimbatore, Tirupur, Erode, Dindigul
and Karur has the majority of spinning mills
manufacturing cotton/polyester/blended yarn and
silk yarn used by garment units in Tamil Nadu,
Maharastra etc.

Tirupur

Yarn is also exported to China, Bangladesh
etc. Tirupur known as “Knitting City” is the
exporter of garments worth USD 3 Billion.

Karur is the major home for textile manufacturing
(Curtain cloth, bed linens, kitchen linens, toilet
linens, table linens, wall hangings etc.) and export
hub in India.

Erode is the main cloth market in South India for
both retall and wholesale ready-mades.

Tamil Nadu accounts for 30 per cent of. leathér
exports and about 70 per cent of leather
production in the country.
Hundreds of leather and? tannery ondustrles are;

located around Vellore, D|nd|gtﬂ and Erode Every | Energy l

4 L31 \
|\

® The Tamil Nadu State Government owns the Tamil
Nadu Newsprint and Papers (TNPL), the world’s
biggest bagasse-based paper mill in Karur.

e Tamil Nadu Is a leading producer of cement in India

and with manufacturing units located at Ariyalur,

Virudhunagar, Coimbatore and Tirunelveli.

The region around Salem is rich in mineral ores.

The country’s largest steel public sector

undertaking, SAIL has a steel plant in Salem

e Coimbatore is also referred to as “the Pump City”
as it supplies two thirds of India’s requirements of
motors and pumps. The city is one of the largest
exporters of jewellery, wet grinders and auto
components and the term “Coimbatore Wet
Grinder” has been given a Geographical indication

e Thoothukudiis known as “Gateway of Tamil Nadu”.
Thoothukudi is the major chemical producer in the
state. It produces the 70 per cent of the total salt
production in the State and 30 per cent in the
country.

MSMEs

e The Micro, Small and Medium Enterprises are
defined under the MSMED Act 2006. The
enterprises are classified as Manufacturing and
Service enterprises based on the investment in
plant and machinery and equipment (excluding
land and building) the classification of Micro, Small
and Medium Enterprises.

Suresh’

LAS Academy

Hydel Energy

There are about 20 hydro electric units in Tamil
Nadu. The prominent units are Hundah, Mettur,
Periyar, Maravakandy, Parson Valley etc.

Solar Energy

Tamil Nadu tops in solar power generation in India
as seen in following table.

Southern Tamil Nadu is considered as one of the
most suitable regions in

Solar Energy

Ranking K States

{ Total capacity (MW) 2017

Tami | Nadu 1590.97

Rajasthan 1317.64

| Gujarat 1159.76

Telangana 1073.41

nilibh wWN

979.65

The country for developing solar power projects.

Andhra Pradesh

Wind Energy

Bankmg = Vs:

e Tamil Nadu accounts of 15.07% Micro, Small and | ~

Medium Enterprises (MSMES) in the country( t""x,e 1
highest among all States) with 6.89 Iak;\s reglstered 1
MSMEs. Producing over 8000’var|etres of pmdUct 7
for a total mvestment of nore tha’n Rs.32, 008crore ‘}

v,
e  MSMEs produceTa wide variety of products in
almostall sectors.The promlnent among them are,

!

theﬁenglneermg, electncal chemlcals, plastlcs, )

_~\ "steel paper, matches textlles h05|ery and‘

q \garments sector. Around 15, Gljakh entrepreneurs
“ have reglstered prowdlng employment
\opportunltles ‘to about 99. 7,jakhs persons with
rtotal |nvestment of Rs 1 68,331 crore

i o
". Ty,

year the State hosts the lndla Internatlonal Leather Je Tam| Nadu tops in power generation among the

%
L %
~ % %

Fair in Chennai. \?'mu

® Vi
Electronics “ 0 \*‘*’xzr.:e' .

i
Chennai has emerged as EMS I-Iub ofl dia. Many
multi — national compames have chpsen Chennai
as their South Asian manufacturlng hub.

Automotives

Chennai nicknamed as “The Detroit of Asia”is
home to a large number of auto component
industries,

Tamil Nadu has 28% share each in automotive and
auto components industries, 19% in the trucks
segment and 18% each in passenger cars and two
wheelers,

Cement Industry

Tamil Nadu ranks third in cement roduction in India
{First Andhra Pradesh, Second Rajasthar).

Among 10 largest cement companies in India as
on 2018, Ramco Cement and India Cement find
prominent place.

And also Tamil Nadu stands second in number of
cement plants with 21 units against 35 units ir
Andhra Pradesh.

Fire works

The town of Sivakasi is a leader in the areas of
printing, fireworks, and safety matches.

It was fondly called as “Little Japan” by Jawaharlal
Nehru. It contributes to 80% of India’s fireworks
production.

Sivakasi provides over 60% of India’s total offset
printing solutions.

Other Industries

One of the global electrical equipment public
sector companies viz BHEL has manufacturing
plants at Tiruchirappalli and Ranipet.

Thoothukudi 99445 11344 Tlruneivell 98942 41422 Ramanathapuram 75503 52916 Madurai 98431 10566

southern States.

Installed capacity of power utilities in States in

southern region

e Tamil Nadu is in the forefront of all other Indian
States in installed capacity. Muppandal wind farm
is a renewable energy source, supplying the
villagers with electricity for work.

e Wind farms were built in Nagercoil and Tuticorin
apart from already existing ones around
Coimbatore, Pollachi, Dharapuram and
Udumalaipettai. These areas generate about half
of India’s 2,000 megawatts of wind energy or two
percent of the total power output of India.

Nuclear Energy '

e The Kalpakkam Nuclear Power Plant and the
Koodankulam Nuclear Power Plant are the major
nuclear energy plants for the energy grid.

Thermal Power

© In Tamil Nadu the share of thermal power in total
energy sources is very high and the thermal power
plants are at Athippattu (North Chennai) Ennore,
Mettur, Neyveli and Thoothukudi.

e The generation of power under various sources is
given below

Thermal Power

~ Source! Millii U
Thermal 13304 ‘ 9.52
Hydel 2203 8.20
Nuclear 986 3.67
Others (Wind, Solar) | 10372 38.61
Total 26865 100.00

(Source. Central Electricrty Authorlty, Mmlstry of
'Power, Government of India. Retrieved 15 Jan. 2017)

o)

] Toml deposxts s of the banks in Tamil Nadu registered
\') an year-on year increase of 14.32% by March 2017
“3hd touched 6,65,068.59 crores.

Tamil Nadu has the highest installed wind energy
capacity in India. The State has very high quality of
off shore wind energy potential off the Tirunelveli
coast and sourhern Thoothukudi and Rameswaram

coast. ;Ff’\‘ \

ﬁ \
ln Tamll Nadu Natlonallsed banks account for 52%
wrth 5, 337 hranches, Private Commercial Banks
0% (3 060) branches, State Bank of India and its
assoaates 13% (1,364), Regional Rural Banks 5%
(537) branches and the remaining 22 foreign bank
branches “

Total credit of the banks in Tamil Nadu registered
a year-on year increase of 13.50% by March 2017
and touched ¥ 6,95,500.31 crores. The share of
Priority Sector Advances stards at 45.54% as
against the national average of 40%.

The percentage of Agricultural advances to total
advances as at the end of March 2017 works out
to 19.81% as against the national average of 18%.

® Banks in Tamil Nadu have maintained one of the
highest Credit Deposit Ratio of 119.15% in the
courtry whereas this ratio is 77.5% at the national
level.

Education

a. School Education

| TELEGRAM : @TNPSC NULLED

Tamil Na'd_o.'s‘ primary education statistics 2016-17-

Tamil Nadu is grouped among ‘high Gross
Enrolement Ratio (GER) States. !t ranks third next
only to Kerala (81%) and Himachal Pradesh (74%).
The all India average is 43% and the world average
is 59%.

Primary 35,414 -
Number Middle 9,708
of schools High and Higher 12,911
? Secondary

Gross Enrolment Ratio is 118.8% for primary
Ievel(class 1-5); 112.3% for upper primary level
(class 6-8), 62.7% for secondary level (claés 9-10),
49.26% at Higher Secondary level (class 11-12).
This has been possible mainly due to the supply of
free food, cloth, foot-wear, scholarship, laptop etc.
Higher Education

In Gross Enrolment Ratio under higher education
{Tertiary level) Tamil Nadu continues to be at the
top level well ahead of other states.

The GER is 46.9% in Tamil Nadu which is far higher
against national average and all other States This
higher GER is thanks to the distribution of free
food,cloth, footwear, laptop and scholarship.
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|
{
; ’ mss Enrolment Rate % e Tamil Nadu has a total railway track lengthof 6,693 e It is currently being upgraded to have a dedicatey

A ¢ km and there are690 railway stations in the State. terminal for cars capable of handling 4,001000
: —_Tamil Nadu | 46.9 " e The systemconnects it with most major cities in .VEhides-
‘ I Maharashtm 30.2 India. Main rail junctions in the Statt? include e 'Ennore !'?ort was recer.mtly converted from 4,
| ‘ - Utta;»l’a;ay—“* 24.9 Chennai, Coimbatore, Erm:]e, Madurai, Salem, intermediate portt? a:aj‘tlerpc;rtand handlsallthe
il Odisha = : Tiruchirapalli and Tirunelveli. coal and ore traffic in Tamil Nadu.
& " $Hd e Chennai has a well-established Suburban Railway Tourism
‘ Bihar | 14.4 - network, a Mass Rapid Transport System and is ¢ Tamil Nadu has since ancient past been a hub for
All India 25.2 currently developing a Metro system, with its first tourism..In recent years, the state has emergeq L
® Tamil Nadu has 59 Universities, 40 Medical underground stretch operational since May 2017. one of the leading tourist destinations for bot,
colleges, 517 Engineering colleges, 2,260 Artsand ¢. Air domestic and foreign tourists.

; Science colleges, 447 Polytechnics and 20 dental e Tamil Nadu has four major international airports. e  Tourism in Tamil Nadu is promoted by Tamil Nady
| colleges. Tamil Nadu produces nearly four lakh Chennai International Airport is currently the third Tourism Development Corporation (TTDC),
| | ‘ engin.eering'and polytechnic students every year, largest airport in India after Mumbai and Delhi. Government of Tamil Nadu undertaking.

:!, it L the. h!ghest in the country. e Other international airports in Tamil Nadu include e  The State currently ranks the highest among Indian
1y p Educational Loans Coimbatore International Airport, Madurai States with about 25 crore arrivals (in 2013),
| E ® As far as educational loans disbursed by Public International Airport and Tiruchirapalli International o 110 annual growth rate of this industry stood

} Sector Banks under priority sector are concerned, Airport. 16 per cent. Approximately 28 lakh foreign and 11 R

[ 20.8% of the total amount was disbursed in Tamil o |t also has domestic airports at Tuticorin, Salem, crore domestic tourists visit the State.

\ Nadu between 2013-14 and 2015-16. Andhra and Madurai. Which connect several parts of the Unemployment and Poverty
i ! ‘I Pradesh was second with 11.2% of the total loan country. e National average of unemployment rate stands
“g ' amount followed by Maharashtra (10.2%). e Increased industrial activity has given rise to an 50 and Tamil Nadu ranks 22nd with unemplcyme::
I‘ it e Of the total amount of educational loans disbursed increase in passenger traffic as well as freight rate of 42 per 1000. ’
1y by Private Banks during the same period, Kerala movement which has been growing at over 18 per
i i accounted for 37.8% followed by Tamil Nadu with cent per year. e Thereare dlfferent kinds of unemployment with

e ’ 24.8%. 3 Ports different economlc implications.
e Both Karnataka & Kerala together accounted for Tamil Nadu has three major ports; one each at " All those aspects need to be studied to fully
| | more than 60% of the total educational loan Cherinai, Ennore, and Tuticorin, as well as one e understandthe employment situation Tamil Nadu

i - amount by Private Banks. . ’ is, one of lndla s richest states Since 1994, the state

fhikd L\ intermediate port in Nagapattinam, and 23 mlnor has seen a steady decline in poverty.

i Health ports. The ports are currently capable ¢ of handlmgv \
U e Tamil Nadu has a three —tier health infrastructure over 73 million metric tonnes ofcargo annuallv (24 ,Poverty Compartltlve with other states
| ', comprising hospitals, primary-health centres, per cent share oflndla) E- \ e Today, Tamll I\]adu has lower levels of poverty than
| health units, community health centres and sub- ¢  Allthe minor portsare managed bv the Tamll Nadu"’-‘ ) most otherStates in the country.
centres. Marltlme Board, Chennal Ports Thls is an a,f,f,c|a| Lot After 2005‘I'am|l Nadu was among India’s fastest
e Asof March 2015, the State had 34 district hospitals, harbour and the) second prlnCIpal poft in "the r \groting states, with growth being driven mainly
229 sub-divisional hospitals, 1,254 primary health*™ A Y country for handlmg containers® 1 : by services.

centres, 7,555 Sub-centres and 313 communlty
health centres.

Communication ’1& \ "\ a Total Population 72138958 o
e Maharashtra has the hlghest number ofjroternet 1 Male 36158871
subscribers inthe country a\lt 29.4° mllllon, fé)llowed ‘, Female 35980087
by States like Tamil Nadu, Andhra® P(adesh and™ S —
Karnataka. x,\_)) \‘ 1‘\\5 Crude birth rate (per thousand) 15.7
e Accordingto government data‘lgdla had atotal of Crude death rate (per thousand) 74
342,65 million internet subscribers at the end of Growth Rate (per thousand) 8.3
March, 2016. ) wd’ Districts with Highest Population (Chennai, Kancheepuram, Vellore and Thiruvallur)
T | e Tamil Nadu had 28.01 million subscribers, while Districts with Lowest Population (Perambalur, The Nilgiris, Ariyalur and Theni)
| its neighbours Andhra Pradesh and Karnataka had Population Density (per s km): 555 (2011), 480 (2001)
i 24.87 million and 22.63 million, respectively. % Maximum Density : Chennai (26903);
.é(ﬂ | Tmn:po?N du h well established transportation Kanyakumari (1106)
I B [ adu has a P N Frpm—
! ‘ s;::;m that connects all parts of the State. This is Minimum Depsity - ¢ The Nilgiris (288);
! partly responsible for the investment in the State. Thiruchirappalli (602)
i ! (3 e Tamil Nadu is served by an extensive road network Sex Ratio (per 1000 males) 995 females (2011)
« ‘ L in terms of its spread and quality, providing links 987 females (2001)
I == between urban centres, agricultural market-places District with Highest Sex Ratio The Nilgiris (1041 females)
i and rural habitatiqns in the country side. However, Thanjavur (1031 females)
there is scope for improvement. s Nagapattinai'n (1025 fenales) 51
a. Road . . District with Lowest Sex Ratio _ Theni (900 femates) 2z
e There are 28 national highways in the State, o
; covering a total distance of 5,036 km. - . ks Dharmapuri (946 females)
+ The State has a total road length of 167,000 km, Child Sex Ratio (0-6 age group) 946 female children (2011)
! of which 60,628 km are maintained by Highways 942 female children (2001) £
{hs Department. District with Highest Child Sex Ratio The Nilgiris (985), Kanyakumari (964) g
' ! e It ranks second in India with a share of over 20% in _wh Lowest_ch_lld SeﬁEt_'? ~_£Egalore (896); Ariyalur (897) oDk e
! 1‘ A total road projects under operation in the public- Literacy Rate 8033% (2011) e e
il private partnership (PPP) model. - 73.45% (2001) o B
il J' I b. Rail . ) Male Literacy 86.81% (2011) Et
| ?\ i e Tamil Nadu hz;\s a WEZI?:‘;‘:/'OZ‘Z‘:;‘L::?:;‘L :: _ 82.33% (2001) e
E 1; ‘ 2:;;:; 51?}:1: ;:s‘ent South'ern Railway network Female Literacy 73.86% (2011)
|8 extends over a large area of India’s Southern 64.55% (2001) J
i peninsula, covering the States of Tamil Nadu, District with Highest Literacy Kanyakumari (92.14%); Chennai 50.33%) L]
i 1 Kerala, Puducherry, minor portions of Karnataka District with Lowest Literacy Dharmapuri(64.71%; Ariyalur (71.99%)
| 1 and Andhra Pradesh. ; : ;
1 1 % Thoothukudi 99445 11344 Tirunelveli 98942 41422 Ramanathapuram 75503 52916 Madurai 98431 10566 o
|
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Employment in India and Tamil Nadu

To survive in the world, we all need employment
to earn money.

Those who are engaged in economic activities, in
whatever capacity-high or low—are called employ-
ees.

People who employ these workers and pay rewards
for their work are called the employers.

Labour force of the economy is the number of
people in the country who work and also capable
of working. We take the age group of 15-60 years
for the computation of workforce.

Persons who are less than 15 years are considered
as children, and person who have crossed 60 years
of age are excluded as they are not physically fit to
undertake productive occupation.

If larger percentage of population is accounted by
children and old-age persons, then the progress
of the country would be very slow as the working
force is very small.

Besides, the small working force will have to main-

tain larger non-working force for feeding out of the
small national product.

Employment Structure in India

Secondary sector

e Manufacturing, small and large-scale industries
and constructional activities.

Tertiary sector

e Transport, insurance, banking, trade, communica-
tion, real estate, government and non-government
services.

e In the medieval period, Feroz Shah Thuglag, the
Sultan of Delhi, had set up an ‘Employment Bu-
reau’ to solve the unemployment problem.

Types of Employment: ‘

Orgénised and Unorganised Sectors

Organised Sector

e The organised sector is one that. is incorporated
with the appropriate authority or government and
follows its rules and regulations.

e In India employees of central and state govern-
ments, banks, railways, insurance, industry and so
on can be called as organised sector.

Unorganised Sector

e The unorganised sector of the economy
characterised by the household manufacturing ac-

This is because the non-agriculture sectors are yet
to generate enough employment to affect a shift
of labour force.

Most of the employment growth in Tamil Nadu has
been contributed by the unorganised and informal
sectors.

Industrial Clusters in Tamil Nadu

Generally, “any human activity which is engaged
in the conversion of raw materials into readily us-
able materials is called an industry”.

tndustrialisation refers to the process of using
modern techniques of production to produce
goods that are required by both consumers and
other producers on a large scale.

What benefits does industrialisation bring to an

economy?

As stated earlier, it is essential to produce inputs
to other producers in an economy. Even agricul-
ture requires inputs from industry such as
fertilisers and tractors to increase productivity.

Second, a ma}ﬁet exists for both producers and
consumergoods Even serviceslike banking, trans-

.I,port and trade are dependent on production of

|ndustr|al goods

Th|rd by usmg modern methods of production,
industries contribute to better productivity and
hence: Iower cost of production of all goods pro-
duced.| It therefore- helps people to buy goods at
a cheaper rate and help create demand for more

1 »p»r_oducts

e The nature of employment in India is multi-dimen- tivity and small-scale industry. -
sional. Some get employment throughouttheyear; ® Jobs here are low paid and often not regular This |
some others get employed for only a few months sector includes a large number of people Who are |
in ayear. employed on their own doing small JObS such as "-

e The economy is classified into three sectors: pri- selling on the street, domg repalrwork and so on.
mary or agriculture sector, secondary orindustrial  pypjic Sector 2 ‘ ) A
sector and tertiary or service sector | 52N

e NLC, SAIL BSNL ‘ < . oy,

Primary sector N La R B

} . I?rlvate Sector : =
e Agriculture, forestry animal husbandry, poultry, o
dairy farming, fishing etc. & TVS Motors, Ashok Leyland TATA Steel P
_ sy 1 . \4 A _ o o o
{ Differences between the Public Se'ctor and Private Sector
S. No. | Public Sector | Private Sector
1 Service motive Profit motive
2 Government owns the assets Private individuals own the assets
3 Wages are paid by the Wages are paid by the owner of
I government private enterprises.
e I -
,,;«"/
L
ector Prlvate Seetor
,J e SN T ¢
g T Sole Trader,
-—.Local Government _ ‘
Unincorporated: BT
“Partnership !

| Central Government.

ENatlonallsed :

| “Industries_

Incorporated:

Franchises -

Private Limited’
. Company

“Publiciited
 Company. .

Employment Pattern

In recent years, there has been a change in the
employment pattern and this has helped the em-
ployers to develop more flexible working patterns
among their employees.

The trends are (a) increasing self-employment (b)
firms using fewer full-time employees and tend-

Thoothukudi 99445 11344 Tirunel y
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ing to offer more short-term contracts (c) there has
been a growth in part-time employment.
® This may be due to lifestyle of the péople.
Employment Trends in Tamil Nadu
e Agriculture, despite a sharp decline in gross do-

mestic product, continues to be the largest em-
ployer in Tamil Nadu.

Fourth, through such expansion of production,
industrialisation helps to absorb the labour force
coming out of agriculture. Employment genera-
tion is therefore an important objective of
industrialisation.

Fifth, a related advantage of industrialisation is
therefore.technological change. Through use of
modern techniques, industrialisation contributes
to learning of such methods and their improve-
ment.

As a result labour productivity, ie, output per unit
of labour input increases, which can help workers
earn higher wages.

Sixth, expanding incomes lead to more demand
for goods and services. If an economy is not able
to produce enough to meet such demand, it has
to rely on imports and therefore spend a lot of
foreign exchange.

If the economy does not earn enough from ex-
porting, it will be difficult to meet the growing de-
mand. Industrialisation therefore helps an
economy to save and also generate foreign ex-
change through exports.

Types of Industries

Madurai 98431 10566

Industries can be classified on the basis of

Users: If the output is consumed by the firal con-
sumer, it is called a consumer goods sector. If the
output is consumed by another producer, it is
called a capital goods sector. There are industries
that produce raw materials for other industries
such as cement and steel. Such industries are
called basic goods industries.

Type of Inputs Used: Industries are also classified
based on the kind of raw material used such as
agro-processing, textiles sector, rubber products,
leather goods, etc.

Ownership: Firms may be privately owned, pub-
licly owned (by the government, central or state),
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Jomtly owned by the private and public sector, or
cooperatively owned (cooperatives).

® Size: Firms may be large, small or medium based
on their volume of output, sales or employment
or on the basis of the amount of investments
made. The Indian government normally uses the
investment criterion to decide whether a firm is
small, medium or large. There are also micro or
tiny enterprises that are smaller than even small
firms. This classification is important because the
government often provides financial,
infrastructurai or subsidy support to the smaller
firms to promote them.

° The small sector is seen as important for two rea-
sons. One, it is believed to generate more employ-
ment than the large-scale sector, which is likely to
use more advanced and automated technologies
and therefore may not generate enough employ-
ment.

e Second, the small scale sector allows for a larger
number of entrepreneurs to emerge from less
privileged backgrounds.

e Till the 1980s, it was widely believed that large
firms are more efficient and can out- compete the
smaller firms.

e But at present, based on experiences of

) industrialisation in different parts of the world, it

is believed that when small firms specialising in

one sector are geographically concentrated in spe-

cific locations, and linked to one another through

production and learning, they tend to be equally

if not more efficient than large scale enterprises.

such agglomerations_of small firms are called in-
dustrial clusters.

\collaborating, they can expand their capacity and
also learn from one another.

e Through competition, they are forced to become
more efficient. Apart from the Chennai region, in-
dustrial growth has been concentrated in several
smalltown clusters, throughout the state, withthe
western region being more dominant.

These clusters specialise in a range of activities
like clothing, home furnishings, textiles, leather,
poultry, coir products, transport equipment ser-
vicing, engineering services and auto component

making.

How Do Clusters Originate?

e Clusters may arise due to many factors. Certain
clusters evolve over a long time in history when
artisans settle in one locality and evolve over cen-
turies.

e Handloom weaving clusters are one examples of
this development. Or else, in some sectors, when
a large firm is established, a cluster of firms may
emerge to take care of its input and service re-
quirements.

e At times, governments may decide to encourage
manufacturing using raw materials from a region,
which may also lead to emergence of clusters.

Historical Development of Industrialisation in
Tamil Nadu

o
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e Thereis lot of evidence for presence 9ffmdustrl?
activities such’ as textiles, gblp’BU|ldlng, |ron an

gence of powerloom weaving clusters in the
Coimbatore region as well as expansion of cottgy -
knitwear cluster in Tiruppur and home furnjsp,
ings cluster in Karur.

This period also saw more encouragement of the

’ small and medium sector with setting up of indus.
trial estates by the state government in differen
parts

K] he Hosur industrial cluster is a successful case of

how such policy efforts to promote industrial gs.
tates helped develop industriesin a.backward re.
gion.

Industrialisation in Tamil Nadu - Liberalization Phase

e The final phase of industrialisation is the post-re.
forms period since the early 1990s. The reforms
made the state governments more responsible for
resource mobilisation and they were forced to
compete with each other to attract private invest-
ments for industrialisation.

e Incentivessuch ascheap land, tax concessions angd
subsidised but quality power were all offered to
woo investors. Trade fiberalisation and currency
devaluation also helped open up export markets,
This led to two rr;ajor developments.

e First, | because of t adellberallsatlon measures, ex-
-ports of textlles,,home furnishings and leather
prodm:ts began to grow rapidly.
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] Second efforts to attract investments led to entry
'l
4

' of Ieadlng multlnatlonal firms (MNCs) into the
HJ state,, especnal&y in the automobile sector.
&

steel making and pottery in precolonlal Tar\p%l %
'Y ’)
Nadu. i \b\ % *7 Since automoblle sector relies heavily on compo-
\\. Y N
e Giventhe vast‘coastlme the’reg'an has been in- \i %nent makers, entry of MNCs not only brought along
5 Yother MNC component suppliers but also opened

voh?fed in trade thh both South-| E:;} and West'A5|a

Industrial Clusters fﬂ} ffor several c}‘enturles‘
) 3\4 A Wi 7 5‘;‘";—"% Y {"’
e Industrial clusters are groups of firmsi ingd dgﬁned {Colopial pohcnes also ‘Contriblted tg the decline
geographic area that share common rharkets, tech -y "of th handloom weavf“ |ndust:y’d/ge to compe-
nologies and skill reqwrements ' ’\‘t é,\ {};lor\g\from mg&hme- made ffports from England.

e An important aspect of clusters‘is/fhe na&uxe of )
inter-firm networks and”mteractlops ;
where firms specialise in one,stage of ¥ the p Stoduc-
tion process and supply inputs 0! absorb the® out-
put of another firm in the cla"%e\;‘ls critical to the

of the, ciuster

efficiency and competitiveriess

e The advantages of industriak%iéﬁg:rvs/or districts
was first observed by the famous economist Alfred
Marshall in the 1920s when he tried to under-
stand the working of clusters of small firms in the
metal-working and textile regions in England.

e Whilethe notionofan ‘industrial district’ was de-
veloped by Marshall, it was only after the success
of small firms in Italy in the 1980s that it became

popular.

e Policy-makersin developing countries like India be-
gan to promote them actively as they realized that
there several such small firm clustersin the coun-

try.
The following are the chief characteristics of a suc-
cessful cluster.
e geographical proximity of small and- medium en-
terprises (SMEs)
e sectoral specialisation
e close inter-firm collaboration
e inter-firm competition based on innovation
a socio-cultural identity, whic\h facilitates trust
o multi-skilled workforce

e active self-help organisations, and

e supportive regional and municipal governments.

Firms are therefore expected to collaborate and
compete with one another at the same time. By

Clusters ]

o B{c some |ndus§‘lfesalso developed during the co-
lanial ‘period and provided the basis for subse-
q"uent industrialisation in the state.

?ost-lndependence to early 1990s

e Soon afterindependence, several large enterprises
were set up by both the central and state govern-
ments in different segments such as the Integral
Coach Factory in Chennai to make raifway coaches
and the Bharat Heavy Electricals Limited (BHEL) in
Tiruchirapalli manufacture to boilers and turbines.

o BHEL in turn led to the emergence of an industrial
cluster of several small firms catering to its input
requirements. Heavy Vehicles Factory was set up
to manufacture tanks in Avadi on the outskirts of
Chennai.

e Standard Motors too started manufacturing cars
in Chennai. Ashok Motors (later Ashok Leyland)
and Standard Motors together helped form an au-
tomobile cluster in the Chennai region.

e The Avadi industrial estate was established in the
1950s to support the small and medium compa-
nies supplying to the large firms in the region.

® More hydro-electric power projects in the state
were also initiated to increase the spread of elec-
trification. The government played a major role in
all these processes.

. ® The Salem Steel Plant was set up ih 1973 to pro-

duce stainless steel.

- The Coimbatore region also witnessed diversifica-

tion from textiles to textile machinery as well as
agriculturai machinery like electric motors and
pumpsets for drawing ground water.

The 1970s and 1980s saw the setting up of emer-
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up new market opportunities for domestic com-
ponent producers.

e Chennai region also emerged as a hub for elec-
tronics industry with MNCs such as Nokia, Foxconn,
Samsung and Flextronics opening plants on the
city's outskirts. Asignificant share of these invest-
ments has come up in special economic zones in
the districts bordering Chennai.

e Tamil Nadu has often been hailed as a model for
successfully using the SEZ route to attract produc
tive investments.

e Other important industries in the state that
evolved over a much longer period include sugdl
fertilizers, cement, agricultural implements, iron
and steel, chemicals, transformers and paper.

® Because of all these factors, Tamil Nadu at present
has the largest number of factories among all
states in India and also has the largest share of
workforce employed in manufacturing.

® Importantly, itis more labour intensive corl'lPared
to other industrially advanced states like
Maharashtra and Gujarat.

® The major industries are automobiles, auto- cO™
ponents, light and heavy engineering, machinerY:
cotton, textiles, rubber, food products, transpOt

equipment, chemicals, and leather and leath®’
goods.

® Unlike other states, the industries are SP'ead
across all regions of the state (there are 27 clus
ters in 13 districts) with many of them being i
port oriented as well.

® The state has a well-developed network of road®
rail, air and major ports. The diffusion °
industrialisation also implies a widening of the ol
cial base of entrepreneurship.

d

® Unlike in North India where entrepreneurs an!
business groups are drawn mostly from merch?”
communities, in Tamil Nadu, the entreprenc”
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come from a dispersed social background, with a
relatively small size of capital. Further, the spatlal
spread of industries is higher.

e The state also has a better mix of large, small and
household industries. This diffused process of
industrialisation and corresponding urbanisation
has paved the way for better rural-urban linkages
in Tamil Nadu than in most other states.

Major Industrial Clusters and Their Specialisation in
Tamil Nadu

e Automotive Clusters Chennaiis nicknamed as "The
Detroit of Asia" because of its large auto industry
base. Chennai is home to large number of auto
assembly and component making firms.

e While there were a few domestic firms like TVS,
Tl Cycles, Ashok Leyland and Standard Motors ear-
lier, in the post- reform period, several MNC firms
like Hyundai, Ford, Daimler-Benz and Renault-
Nissan have opened factories in the region.

e Thisinturn has attracted a number of component
suppliers from foreign countries. Many local firms
too cater to component production for all these
firms.

e Hosur is another auto cluster with firms like TVS
and Ashok Leyland having their factories there.
Coimbatore regionis also developinginto an auto
component cluster.

Truck and Bus Body Building Industry Clusters

e The Namakkal- Tiruchengode belt in western Tamil
Nadu is known for its truck body building indus-
try.

e About 150 of the 250 units in this sector are lo-
cated in this cluster including 12 large-sized body
building houses.

(]

e Karur is another major hub with moré}hatd 5(‘)
units. Many entrepreuners were‘preyious employ-‘
ees in a big firm involved4n body bulldlng whox
came out to set up thelr own umts % ‘3., i
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Textile Clusters 3\

e Tamil Nadu is home to the fargest texmes sector
in the country. Because ofthe deVelopment of tot==*
ton textile industry smce the colon al period,
Coimbatore often referredias the, "Manchester of
South India". o

e At present, most of the spinning mills have moved
to the smaller towns and villages at a radius over
100 to 150 km around the Coimbatore city.
Tamil Nadu is the biggest producer of cotton yarn
in the country.

o Palladam and Somanur, small towns near
Coimbatore and the villages near these towns,
are home to a dynamic powerloom weaving clus-
ter as well. Powerloom is however more wide-
spread with Erode and Salem region too having a
large number of power loom units.

® Tiruppur is famous for clustering of a large num-
ber of firms producing cotton knitwear. It accounts
for nearly 80% of the country's cotton knitwear
exports and generates employment in the range
of over three lakh people since the late 1980s.

® Itisalso a major producer for the domestic mar-
ket. Because of its success in the global market, it
is seen as one of the most dynamic clusters in the
Global South.

®  While initlally most firms were run by local entre-
preneurs, at present, some of the leading garment
exporters in India have set up factories here.

Global South

® Countries in the southern hemisphere are called
Global South countries
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e Apart from body building, Karur isa major centre
of exports of home furnishings like table cloth,
curtains, bed covers and towels.

e Bhavani and Kumrapalayam are again major cen-
tres of production of carpets, both for the domes-
tic and the global markets.

® Apart from such modern clusters, there are also
traditional artisanal clusters such as Madurai and
Kanchipuram that are famous for silk and cotton
handloom sarees.

e Even these clusters have witnessed a degree of
modernisation with use of powerlooms in several
units.

Leather and Leather Goods Clusters

e Tamil Nadu accounts for 60 per cent of leather
tanning capacity in India and 38 per cent of all
leather footwear, garments and components. Hun-
dreds of leather and tannery facilities are located
around Vellore and its nearby towns, such as
Ranipet, Ambur and Vaniyambadi.

e The Vellore district is the top exporter of finished
leather goods in the country. Chennai also has a
large number of leather product making units in-
volved in exports.

e There is another clustering of leather processing
in Dindigul and Erode. The leather products sec-
tor too is a major employment generator

LY
Y

region, once famous for its match mdustry has now
become a major centre” for prmtmg and f‘reworks 4

in the country. ' e » \\\:

e It IS belie’(/ed tQ cont\nbute to 90% of Indla £ f“re-:(
works productloﬁ 80% of safety matches and 60% Y]

Vg % of offset mntlng §o]ut|ons Thé offse?prlnting in

g;"du;stry has a hlgh degree of} speuallsation among
N fi f‘rrps with several of ‘them undertakmg just one
4 operatlon requ|red for printing”

Wy

)
. AlI these mdustnes have their origin in the colo-
nlal perlod and at present offer employment to a
arge number of workers.

Electronics and Information Technology (IT) Clusters

e After the economic reforms stasted in the early
1990s, the state has seen the entry of hardware
and electronics manufacturers like Nokia, Foxconn,
Motorola, Sony- Ericssor, Samsung and Dell mak-
ing cellular handset devices, circuit boards and
consumer electronics.

e They have all been set up in the Chennai region.
While Nokia has been closed down, Chennai still
continues to be a minor electronics hub in the
country.

e Similarly, with the expansion of the software sec-
tor, Chennai and, to a limited extent Coimbatore,
have emerged as centres for software services.

Information Technology Specific Special Economic
Zones :

o Inorderto make development more inclusive, Tier
Il cities such as Coimbatore, Madurai, Trichy,
Tirunelveli, Hosur and Salem have been promoted

as IT investment destinations apart from the
Chennai region.

® To facilitate this, ELCOT has established ELCOSEZs
(IT Specific Special Economic Zones) in the follow-
. ing eight locations:

® Chennai - Sholinganallur

® Coimbatore — Vilankurichi

® Madurai - llandhaikulam

® Madurai— Vadapalanji-Kinnimangalam

e Trichy - Navalpattu

NTKAV MY/ 145 Acadersy

e Companles desiring to set up unitsin the state can
avall themselves of the facilities provided in
ELCOSEZs. The possibility of setting up ELCOSEZs
in new locations will be explored based on demand
and viability. (Map Information Communication

Technology Policy - 2018-19)
e Tirunelveli— Gangaikondan
e Salem - Jagirammapalayam
e Hosur—Viswanathapuram
Special Economic Zones (SEZs)

e A policy was introduced on in April 2000 for the
settling up of special Economic Zones in the coun-
try with a view to a hassle-free environment for
exports.

e Units may be set up in SEZ units are on a self-cer-
tification basis. The policy provides for setting up
of SEZs in the public, private, joint sector or by
state governments.

e |Itisalsoenvisaged the some of the existing Export
Processing Zones, would be converted in to Spe-
cial Economic Zones.

e Accordingly, the government has corverted Export
Processing Zones located at following places.

| I |
. Nanguneri SEZ -r- Amulti product SEZ, Thirunelveli

l'ad “Ennore SEZ L Thermal power pro;ect Vayalur

e Conmbatore SEZ — IT Parks
e Fireworks, Matches and Printing Cluster Slvakasi B

P!
; )

Hosur SEZ '~ Auto Engineering, Electronics, De-
fence and Aerospace

r‘

.‘.;\ Perambalur SEZ — Multi product SEZ
) Y e

o% Autocnty “SEZ — Automobile/Auto Components,
“Tiruvallur

India-Singapore SEZ — T & ITES, Electronic Hard-
ware, Logistics and Warehousing — Thiruvallur Dis-
trict

® Bio-Pharmaceuticals SEZ - Clinical Research
Organisation, Poison Control Centre, Centre for Re-
generative Medicine, Medicine Research

Madras Export Processing Zone (MEPZ)

® MEPZ is a Special Economic Zone in Chennai. It is
one of the seven export processing zones .in the
country set up the central government.

® It was established in 1984 to promote foreign di-
rect investment, enhance foreign exchange earn-
ings and create greater employment opportunities
in the region. The MPEZ headquarters is located
on GST Road in Tambaram, Chennai.

Startup India Scheme (Launched 16-)an-2016):

e Startup India Scheme is an initiative of the Indian
government, the primary objective of whichisthe
promotion of startups, generation of employment
and wealth creation.

Standup India Scheme (Launched
5-April-2016):

e Standup India Scheme is to facilitate bank loans
between 10 lakh and 1 crore to at least one
Scheduled Caste (SC) or Scheduled Tribe (ST) bor-
rower and one woman borrower per bank branch
for setting up a greenfield enterprise.
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production

Production is a process of combining various
material inputs and immaterial inputs in order to
make something for consumption (the output).

Types of Production

1,
.

1. Primary production

2. Secondary Production

3. Tertiary or Service Production
Primary Production

Primary production is carried out by ‘extractive’
industries like agriculture, forestry, fishing, min-
ing and oil extraction. These industries are en-
gaged in such activities as extracting the gifts of
nature from the earth’s surface, from beneath the
earth’s surface and from the oceans.

Secondary Production

This includes production in manufacturing indus-
try, turning out  semi-finished and finished goods
fromraw materials and intermediate goods, con-
version of flour into bread or iron ore into finished
steel.

They are generally described as manufacturing
and construction industries, such as the manu-
facture of cars, furnishing, clothing and chemi-
cals, as also engineering and building.

3, Tertiary Production

e Cotton (Primary sector) - Cotton Industry (Sec—i‘
ondary Sector) = Cloth ,roductlonf' r; \ h

® lIronore (anarysector —Iron Industry (Second E
ary sector) = Material Productlon ", \ ‘2

®  Wheatflour (Psimary sector)’-‘:Bread Factory(Sec-
ondary Sector) = Food Pr%gu%n

FACTORS OF PRODUCTION |
A _ij. -
land" 1 L]bour " (" Capital - I Organization '

Land

* Land as a factor of production refers to all those
natural resources or gifts of nature which are pro-
vided free to man.

Characteristics of Land

1. landisa Free Gift of Nature »

®  Man has to make effortsin order to acquire other
factors of production. But to acquire land no hu-
man efforts are needed. Land is not the outcome
of human labour. Rather, it existed even long be-
fore the evolution of man.

2. Land s fixed in supply

® The total quantity of land does not undergo any
change. It is limited and cannot be increased or
decreased with human efforts. No alteration can

. be made in the surface area of land.

3. landisimperishable :

® Allman-made things are perishable and these may

Industries in the tertiary sector produce all those
services which enable the finished goods to be
put in the hands of consumers. In fact, these ser-
vices are supplied to the firms in all types of in-
dustry and directly to consumers. Examples cover
distributive traders, banking, insurance, transport
and communications. Government services, sucb(_
as law, administration, education, health ggd de-
fence, are also included.

r

i ;_
|

“Primary sector and Secondary sectorProductIon ﬁ

even go out of existence. But fand is indestruc-
tible, Thus it cannot go out of existence. Itis not
destructible.
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Land Reforms

Land is a Primary Factor of Productlon

In any kind of production process, we have to start
with land. For example, in industries, it helps to pro-
vide raw materials, and in agriculture, crops are pro-
duced on land. ¢

5. LandisImmovable

® It cannot be transported from one place to another.
For instance, no portion of India’s surface can be ®
transported to some other country.

6. Land has some Original Indestructible Powers o
There are some original and indestructible pow-
ers of land, which a man cannot destroy. Its fertil- e
ity may be varied but it cannot be destroyed com-
pletely.

7. land Differs in Fertility

e Fertility of land differs on different pieces of land.
One piece of land may produce more and the other

Capital

“Marshall,”Capital consists of those kinds of wealth
other than free gifts of nature, which yield income”

Forms of capital

Physicall Capital or Material Resources Ex. Machin-
ery, tools, buildings, etc.

Money capital or Monetary resources

Ex. Bank deposits, shares and securities, etc.
Human capital or Human Resources

Ex. Investments in education, training and health

Characteristics of Capital

Capital is a passive factor of production
Capital is man-made

less. As a gift of nature, the initial supply price of © Capitalis not an indispensable factor
land is zero. However, when used in production, Production
it becomes scarce. e Capital has the highest mobility
e Therefore, it fetches a price accordingly. e Capital is productrve
Labour ° Caprtal lasts over time

e Labour is the human input into the production e
process. Alfred Marshall defines labour as, ‘the "'
use of body or mind, partly or wholly, wrthavrew
to secure an income apart from the pleasure de- b
rived from the work *M‘ﬁ '

Characteristics of Labour&

e Labourisan actn/{factor ofproductlon Nel\t’ﬁer\
land nor. capltal can Xreld"ich vyrthout Iabour

%
X

3

rf“v

=, (’\;ary from person to person o '\‘
(5 Labour c%nnot be separated from the laboyrer
4 Labour is mobv]e Man moves frorp one place to

fanotherfrom alow pald occupatron to a high paid
occu‘patlore N Q‘« d

4§
c 4
W

ndlvldual labour~has only limited bargaining ®
power. He cannot fight with his employer for a

frise in wages or improvement in work-place con- 1)
. ditions. However, when workers combine to form
trade unions, the bargaining power of labour in- *

creases.
Division of Labour

o The concept ‘Division of Labour’ was introduced
by the Adam Smith in his book ‘An enquiry into
the nature and causes of wealth of nations’.

e Division of labour means dividing the process of e
production into distinct and several component
processes and assigning each component in the
hands of a labour or a set of labourers, who are 2.
specialists in that particular process.

Merits of division of labour .

e |t improves efficiency of labour when labour re-
peats doing the same tasks.

e Facilities the use of machinery in production, result-
ing in inventions. Ex. More’s Telegraphic Codes.

e Time and Materials are put to the best and most ®
efficient use.

Demerits of division of labour

e Repetition of the same task makes labour to feel
that the work is monotonous and stale. It kills the
humanity in him. L]

e Narrow specialization reduces the possibility of
labour tofind alternative avenues of employment.
This results in increased unemployment.

® Reduce the growth of handicrafts and the worker

loses the satisfaction of having made a commod-
ity In full.

|TELEGRAM : @TNPSC NULLED
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Caprtal |r\§/o[ves.present sacrifice to get future
benefrts ) w

‘lEntrepreneur L

An’g’trepre eur is a person who combines the differ-
ent faq’éors o aproductlon (land, labour and capital)
The entrepreneur is also called ‘Organizer’. An

eni"repreneur is called ‘the changing agent of the
society’

preneur
Identifying profitable investible opportunities
Deciding the location of the production unit
Making innovations

Deciding the reward payment

Taking risks and facing uncertainties

The Land Tenure Systems in India

Zamindari System or the Land lord-Tenant Sys-
tem

This system was created by the British East India
Company, when in 1793, LordCornwallis intro-
duced ‘Permanent Settlement Act’. Under this sys-
tem the landlords or the Zamindars were declared
as the owners of the land and they were respon-
sible to pay the land revenue to the government.
The share ofthe government in total rent collected
was fixed at 10/11th, the balance going to the
Zamindars as remuneration.

Mahalwari System or Communal System of
Farming

After introduction of this system, it was later ex-
tended to Madhya Pradesh and Punjab. The own-
ership of the land was maintained by the collec-A
tive body usually the villagers which served as a
unit of management.

They distributed land among the peasants and
collected revenue from them and pay it to the
state,

Ryotwari System or the Owner-Cultivator
System :

This system was initially introduced in Tamil Nadu

-and later extended to Maharashtra,Gujarat,

Assam, Coorg, East Punjab and Madhya Pradesh.
Underthis system the ownership rights of use and
control of land were held by the tiller himself."
There was the direct relationship between own-
ers.
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ers. The board is functioning under the Ministry

This system was the least oppressive system be-
fore Independence,
nd Reforms
Indian Agriculture was previously based on Agricul-
tural Land holding.
In h'Aany defects'and problems were there in the
Indian Agricultural system.
The intermediaries between the Government and

the Land holders were also getting the benefit of
yielding.

D ‘“E_‘l

At the same time, the zamindari and zahirdhari
_ methods were also interrupted the development

e e

e in Tamilnadu, the Land ceiling was fixed as 15

Acres.
e In 1974, the 34" Amendment Act was enacted an
the Land ceiling acts were included in the 9™ Sched

ule of the constitution.

e It was a reform effort taken against holding smal
Lands.

Consolidation of Holdings i‘
|
|

e By these initiative small Lands were got consolg‘ 7)

dated and converted to large holdings and hande:
over to farmers.
e Based on consolidation of Land holdings the farme

of agriculture.

Hence for the scientific development of agriculture,
Land reforms was required at the time of
independance.

Objectives

® Changing the problem of Land h‘olding and provide
the Land to the tillers.

® Removal of Labour exploitation, economic imbal-
ance and social injustice.

® Increase the agriculture production by introduc-
ing the scientific approach in agriculture.

® Forming the socialistic approach in agriculture.

e Distribution of Land by fixing Land ceiling.

® Increase the standard of living of farmers.

Abolition of Intermediaries

o Before independance there three types of Land
pattern. .

1) Zamindari 2) Mahalwari  3) Ryotwari

o Inthe method of zamindari the zamindars accepted
the Lands from the Government, and handed over
it to the tenants and accepted the rent from them
and findly paid it to the british.

e In Mahalwari’s system, the village community
maintained the agrilands and paid the Land tax to
the Government.

e InRyotwari system, the farmers got the rights over
the Land and paid the tax directly to the Govern-
ment. This system was followed in the madras
Presidency.

Abolition of Zamindari -

e After Independance the government o'f'As's/am','
Bombay, Bihar,Madras, M.P and U.P'were enac_ted:
Zamindari abolition acts durfng 1949 and thus in-
termediaries were abolished. . ¥ % |

Tenancy Reforms i . ) )
e Even after the abolition of Zamindari system, there
was no change in the status of-tenants who was

farming in the own Lands,of Zamindars. In the .

Ryotwari system also, the status of tengh}s was not
upto the satisfactory Ievel.’yeng_e,~the state gov-
ernment enacted the tenancy legislations.

Main Objectives of Tenancy Reforms

Give a legal protection to the tenants regarding the

land ownership.

Regulate and reduce the rate of rent.

*

e Landtothetillers.

e These tenancy legislations tried to balance the Land
holders and tenants.

Fixation of Land Ceiling
In 1946, All india Kissan Sabha requested to fix a

L ]
LandCeiling as 25 Acres.

e In1947,the Congress economic planning commit-
tee headed by Nehru also recommended the Land
ceiling acts. )

o In 1949, the agricultural reforms committee chaired

by J.C.Kumarappa also insisted the importance of fixa-

tion of Land ceiling.
e During the  first five  year
(1951-56) the fixation of Land ceiling was accepted

plan

at policy level.

Finallyin 1961-62 the state Governments enacted
the Land celing fixation acts.

The Land ceiling was fixed based on family holding
and it differed from one state to another.
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could increase the production by utilizing the scien-
tific method of agriculture.

Co-Operative Farming

e Gandhi, Nehru socialists and communists were
believed that the systems of Cooperative Farming
would bring a major reform in Indian agriculture.

e In 1949, ].C.Kumarappa committee also prescribed
the Cooperative farming.

e In 1956, two committees visited the people China
and recommended for the implementation Chinese
model cooperative farming in India.

e In 1959, Nagpur, congress meet decided to imple-
ment the cooperative farming system in india
within three years.

Evaluation
Thus, the below mentioned five dimensions were
considered as the Institutional reformsin Land Re-
forms segment.

1) Abolition of Zamindari

2) Tenancy reforms

3) Fixation of Land ceiling

4) Consolidation of Land holdings

5) Cooperative farming 2}
Bhoodan Movement P . 4

> e “. y W ie
e Achyarya Vinobha Bhave who was one of the{dis- %
ciples of Gandhiji is the fathgr_ofthis movement.,

e Bhoodhan movAem_'er)fc had "Vt'w'o”wings
1)#Bhoodhan % & T §

&

. "".'Ifo‘forwan!,"Ehe Bhoodhan movement,-Vinébha
\Bhaye started All India'Sarvodya Samaj.
e Herequested the land p'v'vnerst’o donate 1/6* por-
tion of their Land to his'movement.

e In 1951, he f(’:’btain"éd the first Land donation from

avillage'Pochampalli, Andhra.

e . He got donation to the tune of 4 million Acres till

1956, March.

e During 1955, Gramdan movement was started in

Orissa and at the end of 1960, 4500 villages were
obtained as donation. ’

Other Key points

e |n 1949, the obolition of Zamindari system Act was
passed in Madras state.

e In 1963, G.L.Nandha Committee was constituted
to implement Land ceiling.

Land Reforms and Tenancy Protection actsin

TamilNadu

1) Minimum wages Act 1948:

It enabled the agricultural labourers to get the mini-
mum wage.

2) Tamilnadu cultivating tenants Protection Act 1955
(Tenure)

® This act gave a ptotection of Tenure to the tenants
for cultivating in the tand for a particular period.

3) Tamilnadu cultivating Tenants Protection Act
1955 (Fair Rent)

e |tfixed the fair rent to the tenants based on Lands
and thus provide safety to the cultivating farm-
ers. '

4) Tamilnadu Bhoodhan Yagna Act 1958

e TheBhoodhan yagna board was formed as per this
act and it is accepting Land donations from the
Land Lords and distributing it to the Landless farm-

|TELEGRAM : @TNPSC NULLED

Khadi.

5) Tamilnadu Land Reforms (Land ceiling) Act 194

e [t fixed the Land ceiling in Tamilnadu as 15 Acre,

6) Tamilnadu Agricultural labourers Fair wages A
1969

e Itenabled the Agricultural labourers to get the f;;

wage from the LandLords.

Tamilnadu Land Reforms (Land ceiling) Amenq

ment Act 1971-72

e As perthis act the ceiling for Land holding to a fa,
ily consisting 5 members was fixed as15 acres. A,
additional of 5 Acres per one additional famil,
member was allowed and the maximum limit of
family holding was fixed as 30 acres. Further fo
providing Sridhana to their female children the
family was permitted to retain 10 Acres addition-
ally.

Minimum Support Price (MSP)

e Minimum support price announced by the
government is that price at which government s
ready to purchase the food grains from the farmers
directly if price becomes lower than MSP.

e These minimum support prices of various food
grains are announced on the basis of
recommendations made by Commission for
Agriculture Cost & Prices (CACP).

Main objectives

1. To prevent fall in prices in the situation of over
production.

2. To protect the interest of farmers by ensuring them

a minimum price for their food grains in the

situation fall of price in the market.
iProcurement Prices'(PP)

|e The purpose was to encourage farmers to sell a bit
more and get encouraged to produce more.

The MSP wasannounced before sowing, while the
procurement price was announced before
“4 harvesting. JJ

r“lséyll.ue Prylce.(lAP)-:

\
7 e The price at which the government allows offtake
of foodgrains from the FCI. i.e the price at Open

Market Sale or Ration Shop.
Buffer Stock
e India has a policy of maintaining a minimum
reserve of foodgrains (only for wheat and tice) $0
that food is available throughout the country &
affordable prices around the year. 4
Subsidy
e Subsidies are opposite to taxes. In case of subsidy
govt extends monetary benefit to achieve som
results. ;
Types of subsidies
e Cash subsidy - providing food or fertiliZ"
MGNREGA pension to elders. at a price lower th"
at which government procures at market price:
e Interest subsidy / Credit subsidy Loans give" #
rate lower than the market rate. Basic?
. concessional credit soft loan to priority §8Cf°'s‘
eg. education loan ’
® Tax subsidy - Like Special Economic zone N
pay tax for first 5 years, for next 5 years - 50%
ition fee, Income tax exempted.
e In kind subsidy - Free medical services in Gove™
ment hospitals Free equipments to poorers (l-?”pr
/ cycle). .
® Procurement subsidy - Government pumhasefqoj
grains at a price which is higher than market pr!
eg. Minimum support price.
Regulatory subsidy - Government fixed P"icef:,
goods for PSU at very low margin or less tha"
cost. (LPG, electricity to farmer).
Public Distribution System (PDS)

ot 10

Eed
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*  Thé Public Distribution System (PDS was ch3 iy
to Targeted PDS in 1997) strives to ensur® ol
security through timely and affordable distrib!
of foodgrains to the BPL population.
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This involves procurement of foodgrain at MSP by
the Government, building up and maintenance of
food stocks, their storage, and timely distribution,
making foodgrains accessible at reasonable prices
to the vulnerable sections of the population. j.e
Ration.

Food subsidy bill has planned to increase over 15
per cent of agri-GDP by 2016-17 from 5 per cent
of 2005-06 (as per the Commission for Agricultural
Costs and Prices - CACP)

Fertilisers

In improving agricultural output, fertiliser is a
critical and expensive input.
To facilitate and promote the use of fertilizers, the

Government has been providing fertilizer subsidy
to farmers.

Today, the fertiliser subsidies stand at around 10
per cent of the total agricultural GDP.

Use of Fertilizers

According to agriculture scientists, different types
of fertilizers (i.e., Nitrogen, Phosphate and Potash-
NPK) should be used in a balanced proportion to
maintain the productivity of soil. For India, the
standard ratio for the use of various fertilizers has
been assumed to be 4 : 2 : 1. NPK consumptlon
ratio.

India is meeting 80 per cent its urea requirement
through indigenous production.

Urea, which is the main source of Nitrogen (N),
constitutes around 50% of total fertiliser
consumption.

The -Nutrient Based Subsidy (NBS) Policy for
fertilizers was implemented in 2010.

Neem Coated Urea

In January 2015, the government allowed the urea
producers to produce upto 100% of production as
Neem coated urea.

Further, the government made it mandatory to
produce at least 75% of domestic Urea as Neem
coated.

The current policy is that Government has

produce 100% of urea as Neem coated urea only
/ ’\ ¥
PMFBY

1
New agncultural insurance scheme, Pradhan

i

) Provision of quality seeds and nutrients based on
soil health

i) Strengtheningwa rehousing and cold chainsto pre-
vent post - harvest crop losses

iv) Promoting value addition through food processing

v

Vi

vi

) Creation of a national farm market, removing dis-
tortions and e - platform.

i) Mitigating risks at affordable cost through suitable
kind of farm insurance

i) Promoting ancillary activities like poultry, beekeep-
ing and fisheries.

National Food Security Act
e The National Food Security Act was enacted by the

Ministry of Consumer Affairs, Food and Public
Distribution by end-December 2013.

Major highlights

Irrigation &

1t will cover upto 75 per cent rural and 50 per cent
urban population (around two thirds of the total
population) with uniform entitlement of 5 kg
foodgrains per month at highly subsidised prices
of Rs. 3, Rs. 2 and Rs. 1 per kg for rice, wheat and
coarse grains, respectively. The poorest of poor
households continue to receive 35 kg foodgrains
per household per month under the Antyodaya
Anna Yojana at the same subsidised prices.

It provisions for special focus on nutritional support
to women and children - pregnant women and
lactating mothers.

Children in the age group of 6 months to 14 years
will be entitled to take home ration or hot cooked
food as per prescribed nutritional norms.

Eldest woman of eighteen years of age or above
will be head of the household for issue of ration

card, and if not available, the eldest male member

is to be the head of the household. ey

P

The Planning Commission has: mtroduced al new
classification of rrngatlon schemes

1. Major Irrigation schemes - Those W|th culturable

command areas (CCA) more than 10 000 hectares A
2. Medlum Irrlgatlon Schémes '~ Those Wlth I
mandated all indigenous producers of Urea to__. /culturable command’areas (CCA) between 2 OOO

3.%

Mantsi Fasal Bima Yojana (PMFBY) has been‘ .

termed as a path breakmg scheme for farmers
welfare. l 3
The highlights of this scheme are as glven below

A\

v

There will be a uniform premlum. e
2N 1

2% for all kharif crops ¢~ Y.
15 % for all rabi crops g
5% for horticultural crops ==
There is no upper limit on Government subsidy.
Even if balance premium is 90 per cent, it will be
borne by the Government

25 per cent of the likely claim will be settled di-
rectly on farmers account

Provision of capping the premium rate
Smartphones will be used to capture and upload
data of crop cutting to reduce the delays in claim
payment to farmers.

Remote sensing will be used to reduce the num-
ber of crop cutting experiments.

PMFBY replaced the existing NAIS (National Agri-
cultural Insurance Scheme) of 1999 and Modified
NAIS of 2010 - 11.

%

Implemented by the private sector as well as the -

public sector {AICIL) Agriculture Insurance Com-
pany of India Ltd.
Doubling farm income

Aimed at doubling the farmers ‘ income by 2022,
the Government of India has announced a ‘seven-
point strategy’. The details of the strategy are as
given below;

Focus on irrigation with bigger budgets aimed at
‘per drop, more crop’.
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)

“"and 10; 000 hectares - LY
“Minor Irrlgation Schemes - Those with culturable

| command area (ccA) upto 2,000: hectares.

.Rural Infrastructure Development Fund (RIDF) has
beeni in operatcon since '1995-96. The Government
launched Accelerated Irrigation Benefits
- Programme (AIBP) in 1996-97.

National Rainfed Area Authority

The Government of India has also constituted the
NRAA to give focused attention to the problem of
rainfed areas of the country. The Authority is an
advisory policy making and monitoring body charged
with éxamining guidelines in various existing
schemes and in the formulation of new schemes
including all externally aided projects in this area.

Sprinkler / Drip Irrigation

Under Sprinkler/Drip Irrigation System, water is
sprinkled evenly on total agriculture ground
through a-pipe network cropped area, where water
is poured directly to the roots.

Agricultural sector Institutions:

Central Ware housing Corporation was started in
the year 1957.

The Ware Housing Development and REgutating
Authority was established in the year 2010. Its head
quarters is in New Delhi

APEDA : Agriculture and Processed food Product
Export Development Authority was started in the
year 1986 under the Ministry of Trade and Com-
merce.

NAFED: National Agricultural Cooperative Market-
ing Federation of India is an initiative by the Coop-
erative Secotr in the segment of Agri Marketing.
TRIFED : Tribal Cooperative Marketing Develop-
ment Federation was established in the year 1987
to safeguard the Welfare of Tribal People

Suresh’
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Agri Loans:

Short Term Loans:

Period : below 15 months

Purpose : To Purchase Fertilizers, Seeds basic agri
needs

Medium Term Loans:

Period : 15 months to 5 years

Purpose : To buy agri equipments, Cattles Land
Development etc.,

Long Term Loans:

Purpose : To Purchase Agri Lands Agri equipments,
digging of wells etc.,

New Agricultural Policy 2000:
Main Features

maintain the agricultural growth rate at 4% till
2020.

tand to the Landless farmers

Consolidation of Lands

Encouraging private Investment in agricultrual sec-
tor R
Introduction of Insuracne in Agriculture
Encourage Bio technology

Encourage Agri research technologies.
Withdrawal of agri subsidies

Strengthening Agricultrual sector to face the glo-
bal competition.

Kissan call Centre:

Established on Jan 21, 2004
At present there are 144 call centres are function-
ing.

Farmers can clear their doubts from 6 AM to 10
v through Toll Free numbers ‘1551’ and 1880 -

] 180 1551

‘e To monltor I‘.hIS state level monitoring committees
¢ have been establlshed

. Seeds Bank .

0, Theplan was started by the central government in the

year 1999~ 2000

ie ‘&To provrde the qualitative seeds to the farmers is

- the main objective.

National seeds Corporation is the implementing
authority of this Scheme.

Kissan Credit Card:

To solve the temporary loan requirement of the
farmers the banks are issuing these Kissan credit
cards from the year 1988.

The Scheme is being implemented as per the di-
rections of NABARD.

National Commission on Farmers:

Setupinthe year2004 under the chairmanship of M.S.
Swaminathan.

To Safeguard soil fertility Irrigation Agri debt , Agri

insurance are the main recommendations of the
Commission.

Agriculture Insurance:

At the first time agri insurance was introduced in
India in the year 1999 - 2000 by GIC.

Agricultural Insurance Company of India Ltd (AICIL)
was started in the year 2002.

Under this company the government has launched
the National Agricultural Insurance Scheme.

In 2004 the Farm Insurance Scheme was launched.

Pilot Weather Based Crop insurance Scheme was
started in the year 2001.

National Food Security Mission (2007):

To increase the crop of production of Paddy Wheat
and Pulses production the scheme was launched.

Accelerated Pulses Production programme (2010)

To increase the production of pulses and millets
the programme was initiated. -

Rashtriya Krishi Vikas Yojana (2007 - 08):
® The Scheme was launched to increase the agri

98942 41422 Ramanathapuram 75503 52916 Madurai 98431 10566
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growth rate at4% and to encourage the investment
in agri sector —
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B |

1

Agriculture |

® Aericulture is the process of producing food for Name [ “Place | e Duetolincreaseduse of High Yielding Variety (Hyy)
8 people, fodder for cattle, fiber and many other m]h_l;r'n secds (CR Dhan 205, AR Dhan 306, CRR 451 ete,),
| dezi"id products by the cultivation of certainplants |  Poonam Kerala f r;;any of dthc Indigenous varletles were
il andthe raising of domesticated animals (livestock), AT o Draaah e disappeared.
‘[} ® Though India is industrially a fast developlnL ;Zi\-‘:;a’r‘ QZ:{’:: Pradesh s In 2016, the first 10 leading rice producing states
i nation, still the agriculture in India employs more ! " are West Bengal (First In Indla) Uttar Pradesh,
‘ than 50 percent of the population of the country SiAMashan, a1 e L e punjab, Tamil Nadu, Andhra Pradesh, Bihay,
[ and accounts for about 25 percent of the national Penda, Varlous Parts of Chhattisgarh, Odisha; Assam, and Haryana,
| o income. Beera M“"”Y’i’”ﬁ‘f’h_~ - wheat:
l [ Determinants of Agriculture ¢) Intensive Farming

e Wheat s the second most important food crop of

.; ® Agriculture in India is determined by a set of ¢ [Intensive farmingis an agriculturall lntenslflc]zltlgg the country, after rice.
i factors. Some of the important factors: apc:dmfcchanlzation syste(r’n hthat ahms tlolri::e:,ns e [taccounts for 22 percent of the total area and 34
1. Physical factors: relief, climate and soil. e aairomiavaiiabie)lang SdLEH ¥aiIs f percent of the total production of food grains I
| 1] e such as heavy use of pesticides and chemical ires 10-15°C  at the ti
N § _ 2. Institutional factors: Size of farm holdings, land fertilizers the country. It requires me of
! ;V? tenure, and land reforms ’ sowling and 20-25°C at the time of ripening of
“.i 3. Infrastructural f ’ l e This intensification and mechanization has also gralns
[ A structural factors: Irrigation, power, b i isi i kwith billl ' i
H ) ’ ’ een applied to the raising of livestock with billlons
! transport, credit, market, insurance and of animals, such as cows, pigs and chickens, being o Over 85% of the India’s wheat production comes
g storage facilities. held indoc:rs ’ from 5 states namely Uttar Pradesh,Punjab,
j 4. Technological factors: High yielding varieties of They have become known .as factory farms. Haryana, Rajasthan al:\d Madhya Pradesh,
B seeds, chemical fertilisers, insecticides and Intensive farming is practiced in Punjab, parts of e Apart from these zegsons, thefbr\ljc:-(. sol:‘tract of
i machinery. the Deccan covering parts of Maharashtra and
i adhya Pradesh in !
Rl Types of Farming ::‘ajia;than, Wt Brsciesh,and acit Gujarat also contribute a major wheat production,
fi
i § a) Subsistence Farming d) DryFarming Jowar:
\1 ® A considerable proportion of farmers in the e Thistype of farmingis practiced in arid areas where ® Jowar is the third Important food crop of our
1 country practice subsistence farming. irrigation facilities are lacking. country. It is an indigenous pllant dof Afrlcla. The
it @ . L a imati
i In this, agricultural land holding is small. o Crops cultivated in these areas can withstand dry ’C’('fn"c;gg:‘: tendency to grow In acverse climatic
{ l As the farmers are poor, they can’t apply the conditions. ‘ )
| — modern inputs which cost more. e The crops grown generally with the help of i grallns a;e ,”Chim C:rbohy;(tiratefapro:‘eln,
L0 A e They grow crops with the help of family members irrigation are also grown under dry farming. minerais;and, vitamins.fencs, it govicesicheap

and consumes almost the entire farm produce with
little surplus to sell in the market.

e Preference is given to food crops. In addition to
the food crops, sugarcane, oilseeds, cotton, jute

e Insuch circumstances, the ylelds are generally low.
Most of the areas under dry cultivation entertain
only one crop per year.

food to the lgrge section of the poor population,
e it is also, used as fodder in many parts of the
coupntry. ‘\;vld:wag is essentially a crop of the
v;"“P.eninsuIar_g Indfa. Maharashtra, Karnataka, and

e This is practiced in drier parts of Rajasthan, B \
‘ and tobacco are also cultivated. Gujarat, Madhya Pradesh etc. P J | \aﬂtil;lya P:;adesh are the leading producers of
! e Traditional farming method results in low e) Mixed Farming Agriculture /7‘, j ”Ba)r (4t &
. e o 2 P a ]
productivity. e Mixed farmingis defineq/asa‘s'\;s’cem of farmfWhich ¢

e In Punjab, some parts of Rajasthan, Uttar Pradesh
and Madhya Pradesh subsistence farming is

includes crop prod ‘u_;:tio'n, raising lees'gock, paultgy,

. : . - 3 ;
fisheries, bee keeping etg:{.,_,to"sﬁstaln\agd satlsf%

X,
]

i

] ]
e Bajra I{;an indigenous plant of Africa. This forms

;;
| the'tstaﬁle food for poor people. Its stalks are used

LY
e

) I’) .
practiced. as mapy:needs.of ille farmer as-possible. s, 2% Zs 'fégd.de[_,{orfcattle a"d.for thisfehing plirgoses
b) Shifting Agriculture f) Terfacecultivation § = | o7y | uoardisacropof dry region.

e This type of agriculture is performed by tribals
people in a piece of forest land after clgqring‘ the
trees through felling and burning the t"runks'hand;

&% {This type of cyltivaiién is prac/ticed?peé‘!ally in hilly”

Y areas, where lands are of sloping nature, "
e The}hill and m_o/imtai'n\ slopes ar‘e,"cut to form

/e mﬁajasthan Is the largest producer of bajra followed

by Uttar Pradesh, Haryana, Gujarat and
Maharashtra.

branches. &,;;/'ﬁ}‘ t % § Barley

® Once the land is cleared, qfibs are g}?)v»}‘p for i\'_gvn Ia
to three years and the lag’& will':get‘a/ban%oned as z‘:‘.
the fertility of the soil dec’reases’.ﬂ]g farmﬁrs the’g 3
move to new areas an“d_'the process will be !
repeated. They cultivate somégrains and vegetable

terraces and the fand is used_in‘the same way as
In permanent.agricultare, ~ *
Since the availability of flat land is limited, terraces

are made to’provide small patches of level land. Soil
erosion is also checked due to terrace formation
Vy‘Jon hill slopes.

Barley is one of the important cereals of our
country. Besides, being poor man’s diet, it is used
for making barley water, beer and whiskey.
Rajasthan and Uttar Pradesh are the two leading
producers of Barley.

& )
i . Itjs also calledas*
5T?PShU5";Bbthe21?:;3;:?%9'&15 sj In our country, terrace cultivation takes place in Pulses
f 1 . Siasiiana e [y " A different the states of Punjab, Meghalaya, Haryana, Uttar ® Pulsesinclude a large number of crops which are
B anf.erent names of shifting agr‘!:gud;t:;q,i ifferen Pradesh, Himachal Pradesh, and Uttrakhand mostly leguminous and rich in vegetable protein.
regions in India They are used as human food and feeding cattle.
i ﬁ ® They fixatmospheric nitrogen In the soil and hence
foe! HELILIT) are usually rotated with other crops. India is the
£ 1 Cropping Seasons Major crops cultivated largest producer of pulses. The major pulse
i i Northern States Southern States grc;wlr;‘g areas are Madhya Pradesh, Uttar Pradesh,
it ajasthan, Mah
{ | b < ~Rice, Cotton, Bajr, Rice, Ragl, Maizo, o aharashtra and Andhra Pradesh.
) June-September Maize, Jowar, Tur Jowar, Groundnut Th ops
il - PP R DR R etes et ——— e
ik Rabi Season s Wheat, Gram, Rice, Maize, Ragl, purp;;(:ap:r:v:z:;';da::slc\umva‘ed M
il crops.
1 h Rapeseeds Mustard, Groundnut, Jowar
, October—Marc Bafley . '(I'hese crops include sugarcane, tobacco, fibre crops
i s — it e A cotton, jute, and mesta) and oilseeds.
Zaid Season - Vegetables,Fruits,Fodder Rice, Vegetables, Sugarcane:
Fodder "
& Ap;ll—!une ® Sugarcane isthe most Important cash crop of India
» — and is the second largest producer in the world.
] 4 Major Crops Cultivated In India Rice: ’ ¢ This crop provides raw material for the sugar
! e The major crops of India are divided into four ® Ricels anindigenous crop. Indiais the second largest Industry which is the second largest industria!
g ajor categories as follows: producer of rice in the world after China. Itis mainly category of our country,
m a troplcal crop, growing malnly with mean e

Besides providing sugar, gur and khandsari, It
supplies molasses for alcohol Industry and bagassé
for paper industry,

India Is ranked third in sugar production in the
world after Cuba and Brazil,

At the state level, Uttar Pradesh is the leading
producer of sugarcane followed by Maharashtr®
Karnataka, Tamil Nadu and Gujarat.

Ld Thoothukudi 99445 TJAA-IIMMMI—BMl?—Bmmmwm-Tsoa 52916 Madurai 98431 10566
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1. Food crops (wheat, maize, rice, millets, pulses

: temperatures of 24°Cand annual rainfall of 150 cm.
etc.).

o Deep fertile clayey or ‘oamy solls are suited weil
2. Cash crops (sugarcane, tobacco, cotton, jute, for rice cultivation, It also needs abundant supply e

f oilseeds etc.). of cheap labour. Rice In India is sown in three ways:
plantation crops (tea, coffee and rubber). i) Broadcasting ‘ .
Horticultuse crops (fruits, flowers and
vegetables).

i) Ploughing or drilling, and
lil) Transplanting.
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Cotton:

e Cotton is the most important cash c¢rop of India,

o 1t provides raw material to the largest industry of
(ndia. Indla ranks second next to China in the
production of cotton.

« About 79% of the total area and production In the
country were contributed by four states viz.,
Gujarat. Maharashtra, Andhra Pradesh and Punjab,

Jute:

e Itisatropical fibre crops, grows well inthe allyvial
soil. It provides row material for Jute industry.

» (tisused for manufacturing of gunny bags, carpets,
hessian, ropes and strings, rugs, clothes,
tarpauling, upholstery etc. West Bengal is the
leading state both in cultivation and production of
jute. The other cultivators of jute are Bihar, Assam
and Meghalaya.

0il Seeds:

o Oil seeds, the premier source of fat in the Indian
diet are derived from number of crops like
groundnut, rapeseed, mustard, sesame, linseed,
sunflower, castor seed, cotton seed, niger seed etc.

¢ These provide oil and ocilcake which are used for
making lubricants, varnish, medicine, perfume,
candles, soaps, manure and cattle feed.

e Gujaratis India’s largest oilseeds producing state.In
groundnut production, India is the second largest
producer in the world after China.

3. Plantation Crops

e Plantation crops are cultivated for the purpose of
exports. These are cultivated in large estates on
hilly slopes.

e Cultivation near the coast is preferable as it fadilitates
exports. Tea, coffee, rubber and spices are the major
plantation crops of India.

Tea:

e Tea is an evergreen plant that mainly grows in
tropical and subtropical climates. Tea is a labour
intensive and grows faster under light shade.

e Tea plants require high rainfall but its root cannot

Suresh’  fEvTYI™

4. Horticulture Crops Buffaloes

8 It refers to the cultivation of fruits, flowers and
vegetables. Fruits and vegetables are important
supplement to the human diet, as they provide
essential minerals, vitamins, and fibres required for
maintaining health.

® Indiaisinthe second position in the production of
fruits and vegetables. Apple is mostly produced in
Himachal Pradesh, Jammu and Kashmir and
Uttarakhand. Production of bananais concentrated o
in Tamil Nadu and Maharashtra.

e DOrange is cultivated in Maharashtra, Uttarakhand,
Himachal Pradesh, Jammu and Kashmir, Tamil Nadu
and Karnataka.

e Grape is cultivated mainly in Uttarakhand,
Himachal Pradesh, Jammu and Kashmir,
Maharashtra, Andhra Pradesh, Tamil Nadu and
Karnataka. India contributes about 13% of the
world’s production of vegetables.

Livestock

® Livestock is an integral component of the farming
system in India. The livestock sector is socially and
economically very significant due to its multi-
functional outputs and contribution to socio-cultural
security.

e It also helps to improve food and nutritional
security by providing nutrient-rich food products,
generate income and employment and act as a
cushion against crop failure, provide draught power
and manure inputs to the crop subsector.

e Livestock sector contributes approximately 4
percent of national GDP (Gross Domestic Product) o
and 25.6 percent to agriculture GDP.

e As per 19th Livestock Census, conducted in 2012
(Government of India, 2014), India’s livestock sector =
is one of the largest in the world with 11.6 percent |
of world livestock population, which consists uf 'l
cattle (37.3 percent), goats (26.4 percent) buffaloes !
(21.2 percent), sheep (12 7 percent) and pigs (2.
percent) etc. ’ | w4

Distribution of Lwestock in lndia in2012 "\

tolerate water logging. sl NoJ‘ Name of Total No. of Livestock "-,

e Two major varieties of tea are cultivated in India. o2 [theState | inlakhs(2012) | /
They are i) Bohea originated from China and u) “ 1 |U_tt_a_r_P_r§desh ' ~ 687.2 g *
Assamica from India. A number of hybrid van’en? 2 [Rajasthan 2 5 in 577 3 o
have been developed by mixing these two. § 3 Andhra Pradesh |  561.0 |

¢ India is the second largest pmducertoflea a(terﬁ TR Madhya Pradesh | 363,300 1
China in the world. Assaran is the larger: roducer\, i 5 Bi;';r'“'” g *i e 3'29.—4‘ "“":
of tea in India. Other states ar«:‘mﬁu] Nadu, Kerala %I AT Uvestockaﬁihgfbemr\’thﬁ =
and West Bengal. M, \ | Animal Husbandry, Dalrying & Fisheries |

Coffee:

\
¢ Coffee Is grown In shade and ut grows cﬁcct:vnlvjﬂ,,,

the altitudes between 1, 000 anJ 1, 500 m above
mean sea level. There arc two malmfrarlctlcs of

coffee, They are Y >
i) Arabica (High quality-cultivated more in Indla)
and

Il) Robusta (Inferlor quality).

® Indiais the 7th largest producer of coffee globally.
Kamataka is the leading producer of coffee in India.
It produces 71% In Indla, and 2.5 % in the world
(source; coffee board of Indla-2018).

Rubber:

* Rubber plantation were first established in Kerala
in 1902. It needs hot and wet climatic conditions
(temperature above 20°C and rainfall above
300cm).

& Most of the land under rubber belongs to small
land holders. The major rubber growing areas are
Tamil Nadu, Kerala, Karnataka and Andaman and
Nicobar Islands.

Spices:

¢ india has been world famous for its spices since
ancient times. These spices mostly used for
flavouring or tampering cooked food and for
preparing medicines, dyes etc.

®  Pepper, chillies, turmeric, ginger, cardamom, clove
and areca nut are the major spices cultivated in
Indla. Kerala is the leading producer of spices in
Indla.
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Caltle

e Cattle constitute 37.3 percent of livestock population
In Indla. Indla has second largest cattle population
after Brazll at World level,

e Among the states, Madhya Pradesh leads with 10.3
percent followed by Uttar Pradesh (10.2 percent)
and West Bengal (8.7 percent),

e Cattle population In Indla belongs to different
breeds. These Include: 1) Milch Breed, 2) Draught
breed, and 3) Mixed or General breed.

e Thefollowing table shows the Livestock population of

India In 2012

Source:

e 19th Livestock Census, Department of Animal
Husbandry, Dairying & Fisheries

Goats

e The goat is the poor man’s cow providing milk, e
meat, skin and hair. It is the main source of meat
for the country.

e While looking at the current status of goat e
population among Indian states, Rajasthan records
first with 16 percent followed by Uttar Pradesh

and Bihar. .
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e Buffaloes are an Important source of milk supply

for India. Uttar Pradesh has the highest number
of buffaloes (28.2%) followed by Rajasthan (9.6%)
and Andhra Pradesh (7.9%).

Livestock Census:

First Livestock Census in India was conducted with
the title of Dairy Cattle Census in 191S. Following
this, the 19th Livestock census was conducted in
October 2012 and it takes place at every five years.

state Government is conducting Livestock Census
with the help of Department of Animal Husbandry
at state level and Regional Joint Director at Distric
level under the guidelines of Government of India
Ministry of Agriculture and farmers welfare,
Department of Animal Husbandary Dairying and
Fisheries.

Dalry, Meat and Wool Production
e According to State / UT Animal Husbandry

Department, during 2016-17, the total production
of milk in our nation is 163.7 million tonnes.

At this time, the leading producer was Uttar
Pradesh with 27.6million tonnes (16.8 percent)
followed by Rajasthan with 19.4 million tonnes
(11.8 percent) and Madhya Pradesh with 13.4
million tonnes (8.2 percent) in total milk
production.

While looking at the meat, the total production is
7.4 million tonnes. Uttar Pradesh is the leading
producer with 1.3 million tonnes (18.2 percent),
where Maharashtra and West Bengal are estimated
with 0.8 million tonnes (11.4 percent) and 0.7
million tonnes (9.6 percent) respectively in the
total country’s production.

The total wool production of our nation is 43.5
million kilograms. The leading state in the wool
productlon is Rajasthan with 14.3 million

;kllograms (32.9 percent) followed by Jammu and

Kashmlr wlth 7.3 million kilograms (16.7 percent)
and karnataka with 6.6 million kilograms (15.1
percent) in country s total wool production.

0 Elsherles 4

Fisheries in India are a very important economic
achvny and, a flourishing sector with varied

i | resqurces a'nd potentials. Fishing in India is a major
. industry in its coastal states, employing over 14
.miltion people.

It produces about 3 percent of World’s fish and

occupies second place among the fish producing

nations of the world after China. It also helps in

augmenting food supply, generating employment,

raising nutritional level and earning valuable

foreign exchange.

The length of Indian coastline is 7,517 km including

the coastline of the islands, however the

mainland’s length is 6,100 km. In Indla, fishing is

categorised into two types: they are

1. Marine or Sea Fisherles: It includes coastal, off-
shore and deep sea fisheries mainly on the
continental shelf upto a depth of 200 m.
Among the coastal states, Kerala leads in the
marine fish production in India.

2. Inland or Fresh Water Fisheries: Rivers, lakes,

canals, reservoirs, ponds, tanks etc. are the -

sources of fresh water and provide fresh water
fisheries. About 50 percent of the country’s
total fish production comes from the inland
fisheries and Andhra Pradesh is the leading
producer in India.

N ame ol T j—PTpul—aﬁmn—ukhs Ibn lr;‘dla the important varieties of fishes caught
Y the fisherman are Cat fish, Herrings, Mackerels,

5 the Lll"e‘“"k { (2012) ] Perches, Eels, Mullets etc.
1. | Cattle ek ’__ 181 ® In India, the top five fish producing states are
o Goats : 1.35 Andhra Pradesh, West Bengal, Gujarat, Kerala, and

o | Buffaloes 1.09 Tamil Nadu.
Sheep r 0.65 | Majorissues faced by farmers in india Small and
-~ Pigs i 00 fragmented land-holdings:

it | e The problem of small and fragmented holdings is

more serious in densely populated and intensively
cultivated states in India.

About 67 percent of operational land holdings in
India are marginal holdings (< 1 hectare).

High Costs of Inputs: Seed is a critical and basic
input for attaining higher crop yields and sustained
growth in agricultural production.

Unfortunately, good quality seeds are out of reach
for many small and marginal farmers due to their
high price.

Infertile Soil: Indian soils have been used for

81


https://t.me/tnpscnulled

3
Suresh TAS Academy

groy»/ing crops over thousands of years without
gzrllng‘.muchdfor replenishing. This has led to
Pletion and exhaustion of soils resultin,

productivity. LR
Lack of Irrigatio.n: Only one-third of the cropped
arga faﬂls.updelr irrigated area. To make agriculture
reliable, irrigation facility has to be developed.
Lack of rpet:.hanization: in spite of the large scale
mechanization of agriculture in some parts of the
lcountry, most of the agricultural operations in
arger parts are carried on by human hand using
simple and conventional tools.

Soil erosion: Large tracts of fertile land suffer from

soil erosion by wind and water. Such kind of areas
must be properly treated and restored toits original
fertility.

Agricultural marketing: In rural India, agricultural
marketing continues in a bad shape. Due to the
absence of sound marketing facility, the farmers
have to depend on local traders and middlemen
for the disposal of their farm products which s sold
at low price. '
Besides, there is a fluctuation in the prices of
agriculture products.

Inadequate storage facilities: Storage facilities in
the fural areas are either totally absent or grossly

inadequate.

Under such conditions the farmers are compelleq
to sell their products immediately afterthe harvest
irrespective of the condition of market.
Inadequate transport: One of the main handicapg
with Indian agriculture is the lack of cheap anqg
efficient means of transportation. Even at present
there are lakhs of villages which are not we|)
connected with main roads or with market centres,
Scarcity of capital: Agriculture is an important
industry which requires a huge capital. The role of
capital plays a major role in the purchase of
advanced farm machineries and equipments

Application of Science and Technology in agriculture

Green Revolution

The term Green Revolution refers to the techno-
logical breakthrough in of agricultural practices.
During 1960’ the traditional agricultural practices
were gradually replaced by modern technology
and agricultural practices in India. Initially the new
technology was tried in 1960-61 as a pilot project
in seven districts: It was called as the High Yield-
ing Varieties Programme (HYVP).

Achievement of Green Revolution

The major achievement of the new strategy was
to boost the production of major cereals viz.,
wheat and rice. India was depending on the US
for the food grain. The US by using Public Law 480
(PL480) exported wheat to India. Indians were
waiting for the ships to sip their food. On the other
hand, India lost lots of minerals.

The US could strategically exploit Indian mineral
resources at cheapest price for manufacturing mis-

siles and weapons, which gave job opportunity for -

larger US youth and largely contributed to US GDP.
But now Indiais food surplus, exporting food grains
to the European countries.

The Green revolution was confined only to High
Yielding Varieties (HYV) cereals, mainly rice,
wheat, maize and jowar.

This Strategy was mainly directed to increase the

as sugarcane, cotton, jute, oilseeds and potatoes.

Per hectare productivity of all crops had'_incre§1§ed.

due to better seeds.

Green Revolution had positive effecton develop- .

ment of industries, whiqh mariufla'ctured‘agrictil-
tural tools like tractors,‘~epgines,' *th(eshe.rs and
pumping sets. ‘~> %

Green Revolution had brought V‘pAr.psperity'to rural=*

people. Increased productfon had generated em-
ployment opportunities for, rural Uma"s'ses. Due to
this, their standard of living had increased.

Due to muitiple cropping and more use of chemi-
cal fertilizers, the demand for labour increased.
Financial resources were provided by banks and
co-operative societies. These banks provided loans
to farmer on easy terms.

The New Agricultural strategy was also called by
various names. Modern agricultural technology,
seed — fertilizer — water technology, or simply

green revolution.

Weaknesses of Green Revolution

Indian Agriculture was still a gamble of the mon-
soons. ’ )

This strategy needed heavy investment in seeds,
fertilizers, pesticides and water.

Theincome gap between large, marginaland small
farmers had increased. Gap between irrigated and
rain fed areas had widened.

Except in Punjab, and to some extentin Haryana,
farm mechanization had created widespread un-

employment among agricultural labourers in the

rural areas.

Larger chemical use and inorganic materials re-
duced the soil fertility and spoiled human health.
Now organic farming is encouraged.

Rainbow Revolution e
~ Agriculture ( food
| grains production) |

Green revolution

White Revolution Milk s
“BlueRevolution | Fsh |
—‘__ Yé_l_lc;w Revolution . K iilére‘;gd;sm it
“Golden Revolution | Fruit/ Apple
'y B[aék R;evioluﬁon' ] }»e'grolgu‘m P
_Siver Revolution AL - |- USRS &5 - 0|
2RoundRevolution . ., :Rotalofciisaiey
Red Revolution __Meat/Tomato_
__ GreyRevolution | Fertilizes
_Pink ReVolution®r=4 =/ £ Shrimp, B on
Brown Revolution | Leather

Revolution.

Second Green Revolution

The target of Second Green Revolution was to in-
crease 400 million tons of food grain production
as against about 214 million tons in 2006-07.
This is to be achieved by 2020. In agricultural sec-
tor, the growth rate of 5% to 6% has to be main-
tained over next 15 years. There may be changes
in these statistics.

Requirements of Second Green revolution:

Introduction of Genetically Madified (GM) seeds
which double the per acreage production.
Contribution of private sector to market the us-
age of GM foods.

Government can play a key role in expediting irri-
gation schemes and managing water resources.
Linking of rivers to transfer surplus water to defi-

cient areas.

|

— — 2

Yellow Revolution
Blue Revolution

|

" PinkRevolution |
LI

production of commercial crops or cash crops such”

" Silver Fibre Revolution

Brown Revolution

‘Golden Fibre Revolution

L

Ol seed Production (Especially Mustard arid Sunflower)
FishProduction
Leather / Cocoa / Non-Conventional Products

Jute Production

Golden Revolution

GreyﬁRevqutio;n_r

Feriilizers

Fruits / Honey Productioﬁ Hak:tifcilirli;;eﬁa.v:lo;nient

Onion Production / Phamaceutic;E)Aégwn Proa—uction

Evgr—green Revolution |

Overall Production of Agriculture

Silver Revolution

,,:E‘gg_AF;FOdUCﬁOn [Poultry Production

N Cotton

TamilNadu Agriculture

According to the 2001 census, 49.3% out of the
total population of workers were involved in agri-
culture. The percentage has reduced to 42.1in the
next 10 years. In 2011 there were three crore 29
lakh workers in Tamilnadu of which 96 lakh were
agricultural workers.

In 2011, nearly 55% of the women were involved
in agriculture whereas nearly one third (35.3%) of
the male population was involved in"agriculture
during the same year

Most of the cultivators in Tamilnadu are micro
farmers who cultivate in an area less than 1 hect-
are.

The total geographical area of Tamil Nadu is one
crore 30lakhs and 33 thousand hectares. Out of this
only one third of land is used for agriculture
(45,44,000 hectare).

River Cauvery is the 3rd largest river in South In-
dia. its length is 765 km.

The dams constructed across Cauvery in Tamil
Nadu are Mettur Dam, Kallarai

Different water sources for irrigation
Irrigated area

Wells -62% Canals - 24% Lakes - 14%

Paddy cultivation is carried out at a large scale of

30 percent cultivated land area and other food
crops in 12 percent area. Millets are cultivated in

f [ Red lﬁevolutirorl - Meat Production / Tomato Production J
Round Revolution Potato |
Green Revolution Food Grains WX * 1

L White Revolution | Milk Production Y S5 n—--__—J

a very low percentage of area. Sorghum (Cholam)
cultivation in 7 per cent land area, cumbu in one
percent and ragiin 1.7 per cent. Other millets oc-
cupy 6 per cent in the vear 2014 - 2015.

Micro irrigation

Micro irrigation technology is a very good reme-
dial measure to tackle shortage in irrigational wa-
ter. This irrigation technology helps to have a higher
yield when compared to the traditional irrigation
methods.

The yield of productive crops

Thoothukudi 99445 11344 Tirunelveli 98942 41422 Ramanathapuram 75503 52916
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Next to paddy, maize stands second in the produc-
tion (8,824 kg/hectare).
The productivity of crops continues to increase. For
example the productivity of paddy in 1965 - 66 was
1,409 kg. It increased to 2,029 kg in 1975-76 and
2,372 kg in 1985-86.
It increased to 2,712 kg after a decade. The pro-
duction was 4,429 kg in the year 2014-15. In the
past fifty years, the productivity of paddy has in*
creased more than three times.
The food grain production capacity, has increased
about 3.5 times between 1965-66 and 2014-15-
Similarly, the total foodgrain production has rise"
by 2.5 times during this period, In 1965-66, th
total food grain production was slightly more th?“
50 lakh tonnes and in 2014-15, the production "
creased and was slightly below one crore 28 lakh
. tonnes.
Madurai 98431 10566 82
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process of Industrial Transition and Colonial Capi-
talism

)

b)
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Industrial growth during the 19th century

Although the Britishers initiated industrialisation
process in the 19th century, they were primarily
interested in making profit and not in accelerat-
ing the economic growth in India.

At the end of 19th century, there were about 36
jute mills, 194 cotton mills and a good number of
plantation industries. The production of coal had
risen to over 6 million tonnes per annum.
Industrial progress during the 20th century
puring the first part of 20th century, Swadeshi
movement stimulated the industrialisation pro-
cess in India. The existing industries and new in-
dustries had maintained a slow but steady growth
till the outbreak of the First World War in 1914.
During the period 1924-39, various major indus-
tries like iron and steel, cotton textiles, jute,
matches, sugar, paper and pulp industry etc.

Problems of British Rule

The British rule stunted the growth of Indian en-
terprise.

The economic policies of British checked and re-
tarded capital formation in India.

The drain of wealth financed capital development
in Britain.

Indian agricultural sector became stagnant and
deteriorated even when a large section of Indian
population was dependent on agriculture for sub-
sistence.

The British rule in India led the collapse of handi-
craft industries without making any significant
contribution to development of any modern in-
dustrial base.

Some efforts by the colonial British regime in de-
veloping the plantations, mines, jute mills, bank-
ing and shipping, mainly promoted a system of
capitalist firms that were managed by foreigners.
These profit motives led to further drain of re-
sources from India.

Important Industrial Policles Prior to 1991

India is the Asia’s third largest eco
years of Independence have brou
able change in the socio — economi
India,

ght a remark-
¢ landscape of

Industrial Policy of India

1948, 1956, 1977, 1980, 1990 & 1991

Industrial Policy on 6th April 1948.

. The main importance of this policy was that it

ushered in India the system of mixed economy.
Industries were classified into four groupssuch as
public sector (strategic industries), public-cum =
private Sector (key industries), controlled private
sector, private and co-operative sectors.

This policy endeavoured to protect cottage and
small scale industries.

The central and state governments had a virtual
monopoly in rail roads and exclusive rights to de-
velop minerals, Iron ore etc.

The Government encouraged the significance of
foreign capital for Industrialization but the gov-
ernment decided that the control should remain
with Indjan hands

Industrial Policies
Industrial Policy 1948 -

Center’s Monopoly : Government of Indla’s Mo-

Thoothukudi 99445 11344 Tirunel )

nomy. The 70 l

nopoly shall include Railways, Arms and Ammuni-
tion, Atomic Energy, Postal Department.
State’s Monopoly : State Monopoly shall include
natural resources like coal, steel manufacture of
aircraft, cement, rubber, automobile, wireless ap-
paratus (Ratio Receiving Sets) and mineral oil.
Unregulated Private Enterprises : It was kept open
to private enterprises of individuals and co-opera-
tive societies to also involve.

Industrial Resolution Policy - 1956

Industrial policy 1956 declared with the basic ob-
jective of establishing ‘Socialistic pattern of socieity’.

. The Industrial Policy of 1956 sought to give a domi-

nant role to public sector. At the same time, it as-
sured a fair treatment to the private sector.

. The Government would support and encourage cot-

tage and small scale enterprises by restricting vol-
ume of production in the large scale sector by dif-
ferential taxation or by direct subsidies.

. This industrial policy emphasized the necessity of

reducing the regional disparities in levels of devel-
opment.

. The Government recognized the need for foreign

capital for progressive Indianisation of foreign con-
cerns.
Shaped by the Mahalanobis Model of growth,
which suggested that empahsis on heavy industries
would lead the economy towards a long term
higher grower path.
17 Industries : Exclusively under the domain of the

Government. These included inter alia, railways,-

air transport, arms and ammunition, iron and steel
and atomic energy.

12 industries : Which were envisaged to be pro-
gressively Statewned but Private Sector was ex-
pected to supplement the effort of the State.

The third category contained all the remaining in-
dustries and it was expected that private sector
would initiate development of these industries but
they would remain open for the state as well.

Industrial Policy 1991

In June 1991, Narsimha Rao Government took over
charge and a wave of reforms and liberalisation was
observed in the economy,

The Government declared broad change in Indus-
trial Policy on July 24, 1991.

NEW INDUSTRIAL poLICY, 1991
1. De-reservation of the Industries

2.
3.
4.
5.
6.

De-licencing of the Industries
Abolition of the MRTP Limit
Promotion to Foreign Investment
FERA Replace by FEMA

Location of Industries

List of Industries Requiring

Compulsory License

With the introduction of New Industrial Policy in 1991,a
substantial programme of deregulation has been under-
taken. Industrial licensing has been abolished for allitems
exceptfora short list of five industries related to security,
strategic or environmental concerns. These are

. Distillation and brewing of alcoholic drinks
, Cigar Cigarettes and other substitutes of prepared

tobacco

. Electronic, Aerospace and all types of defence

equipment.

. Industrial Explosive including match boxes
. Hazardous chemicals.

RAM :
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Areas reserved for the public

Meaning of Liber:

e

St

sector (a) atomic en-
fied in the schedule
t Atomic En-

ergy ; (b) the substances speci
to the notification of the Governmen
ergy (c) railway transport.

The year 1991 is an important landmark in th
nomic history of post-independent India.
alization, Privatization and Global-

e eco-

ization (LPG)

W

The triple pillars of New Economic Policy are Lib-
eralization, Privatization and Globalization (LPG)
Liberalization : Liberalization refers to removal of
relaxation of governmental restrictions in all stages
in industry. .
Privatization : Privatization means transfer of
ownership and management of enterprises from
public sector to private sector.

Globalization : Globalization refers to the integra-
tion of the domestic (Indian) economy with the
rest of the world.

Opening of the doors to Foreign Direct Investment
(FDI) and Foreign Protfolio Investment (FPI)

The following are the major changes after 1991 :
Foreign exchange reserves started rising.

There was a rapid industrialization.

The pattern of consumption started improving (or de-
teriorating).

Infrastructure facilities such as express highways,
metro rails, flyoversand airports started expand-
ing (but the local people were thrown away).

Industrial Sector Reforms

Industrial delicensing policy : The most important
objective of the new industrial policy of 1991 was
the end of the industrial licensing or the license
raj or red tapism.

Under the new industrial policy, orly three sec-
tors viz., atomic energy, mining and railways will
continue as reserved for public sector.

Abolition of MRTP Act : The New Industrial Policy
of 1991 has abolished the Monoply and Restric-
tive Trade Practices Act 1969.

Foreign investment policy : Major feature of the
economic reform was red carpet welcome to for-
eign investment and foreign technology

Foreign investment including FDI and FPI were al-
lowed.

Opportunity

aSAKE
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Industries o

® ltrefers to the activities which converts the raw

materials. into finished products. This sector is called
as the value addition sector.
Agro based industries

® These industries draw their raw materials from

agricultura sector, The following part discusses
the agro based industries in India.

® The first cotton textile millwas established at Fort
Gloster near Kolkata in 1818.

a) Cotton Textile Industry

® Textileisa broad term which includes cotton, jute,
wool, silk and synthetic fibre textiles.

® This sector in India is the second largest in the
world.

® Thecotton textile industries contribute about 7%
of industrial output, 2% of India’s GDP and 15% of
the country’s export earnings. It is one of the larg-
est sources of employment generation in the coun-
try.

e With over 45 million employees, the total employ-
ment in this industry is well over 25million worker.
At present there, are 1,719 textiles mills in the
country. Out of which 188 mills are in public sec-
tor, 147 in cooperative sector and 1,284 in private
sector.

Do you know

® Byssinosis, also called “brown lung disease” or
“Monday fever”, is an occupational lung disease
caused by exposure to cotton dust ininadequately
ventilated working environments.

e Currently, India is the third largest producer of
cotton and has the largest loom arc and ring
spindles in the world.

e At present, cotton textile industry is the largest
organized modern industry of India. About 16% of
the industrial capital, 14% of industrial produc-
tion and over 20% of the industrial labour of the
country are engaged in this industry.

e Ginning is the process of cotton fiberis separated
from the cotton seed

e The higher concentration of textile mills in and
around Mumbai, makes it as “Manchester of In-

. dia”.

@ : Presence of black cotton soil in Maharastra, hu-
mid climate, presence of Mumbai port, availabil-
ity of hydro power, good market and well devel-
oped transport facility favour the cotton textile
industries in Mumbai.

e Coimbatore is the most important centre in Tamil
nadu with 200 mills out of . its 435 and called as
“Manchester of South India”. Erode, Tirupur, Karur,
Chennai, Thirunelveli, Madurai, Thoothukudi, Sa-
lem and Virudhunagar are the other major cotton
textiles centres in the state.

b) Jute Textlles

e Juteis a low priced fibre used mainly for making

package materials like gunny bags. Today jute is

blended with cotton and wool to produce textifes.

India is the largest producer of jute goods contrib-

: uting 35% of the world’s total output.

e This is the second important textile industry in
India after cotton textiles.

e Jute Is the golden fibre which meets all the stan-

[ 3 H 5503 52916 Madurai 98431 10566
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dards of goods packing with its natural, renew-
able, bio degradable and eco-friendly products.

e National jute board is headquarter at Kolkata.

® Thefirst jute mill in India was established at Rishra
near, Kolkata in 1854 by the English man George
Auckland.

e India tops in the production of raw jute and jute
goodsand second in the export of jute goods next
to Bangladesh.

® Jute production includes gunny bags, canvas, pack
sheets, jute web, carpets, cordage, hessians and
twines. Now jute is also being used in plastic fur-
niture and insulation bleached fibres to blend with
wool.

e The major jute producing areas are in West Ben-
gal and concentrated afong the Hooghly river
within the radius of six kilometre of Kolkata.
Titagarh, Jagatdat, Budge - Budge, Haora and
Bhadreshwar are the chief centres of jute indus-
try.

e Andhra Pradesh, Bihar, Uttar Pradesh, Assam,
Chhattisgarh and Odisha are the other jute goods
producing areas. :

c) Silk Industry

. ® CSTRIisthe only research institute in the country

dedicated to the Research & Developmentall ac-
tivities related to silk technology. CSTRI was es-
tablished in the year 1983 by the Central Silk
Board, Ministry of Textiles, Govt. of India having
head quarter at Bangalore

® Since the ancient times, India is the second larg-
est producer of raw silk next only to China. Seri-
culture is a labour intensive industvry and pro-
vides employment to 7.56 million people make to
weaker and marginalised sections of society.

e Karmataka is the lasgest producer of silk with an
average of 8200 metric tons every year which is
about one third of the total silk production of In-
dia .

Do you know

o Development Commissioner for Handlooms was
set up as an attached non- participating office on
20" November, 1975 under the Ministry of Com-
merce. At present it is functioning under the Min-
istry of Textiles having headquarters at Udyog
Bhawan, New Delhi.

d) SugarIndustry

e Sugar can be produced from sugar cane, sugar.
beets or any other crop which have sugar content,
In India, sugar cane is the main source of suga.

e At present this Is the second largest agro baseq
industry of India aft er cotton textiles. Indiais the
world’s second largest producer of sugar cane aft
er Brazil.

e This industry provides employment to 2.86 |akp
workers. Sugar industry is decentralized and |q.
cated near the sugarcane growing areas as they
are weight loosing and bulky to transport,

e Uttar Pradesh is the largest producer of sugar, pro-
ducing about 50% of the country’s total.

Forest based industries

e Forest provide us with different types of materig|
which are used as raw material for certain indys-
tries like paper, lac, sports goods, plywood etc,

a) Paperindustry

e Paper Industry has emerged as a diversified and
specialized industry in India that produces numer-
ous types of papers that comes in various use such
as sheet paper, paper boxes, tissues, paper bags,
stationery, envelopes and printed-paper products
such as books, periodicals, and newspapers.

e The first successful effort was made in 1867 with
the setting up of the Royal Bengal paper mills at
Ballyganj near Kolkata. Subsequent successful ef-
forts were made at Lucknow in 1879, Titagarh in
1882, Pune in 1887, Raniganj in 1892, Kankinra in
1892 and Naihatiin 1918.

e West Bengal is the largest producer of paper in
the country followed by Madhya Pradesh, Odisha
and Tamil nadu states.

Do you know

e The first paper mill of India was started in 1812 at
Serampore in West Bengal.

Mineral based industries

o Mineral based industries use both metallic & non
metallic minerals as raw materials. The major min-
eral based industry of country is the iron steel in-
dustry

a) Iron and steel industries

e Iron and steel industry is called a basic metallurgi-

cal industry as its finished product is used as raw

material by host of other industries.

The modernization of the industry was started in

1907.with the establishment of Tata Iron and Steel

Company at Sakchi, now called Jamshedpur. Iron

and steel industry of India is mainly concentrated

in the states of Jharkhand,West Bengal and Qdisha.

Proximity to the coal fields of Jharia, Raniganj,

Bokaro and Karanpura and the iron ore mines of

Mayurbhanj, Keonjar and Brona are responsible

for this.

e This area also has sufficient deposits of fimestone,
dolomite, manganese, silicon and dolomite which
are required for the industry.

Do you know

e The first attempt to produce iron and steel unit
was set up at Porto Novo in Tamil nadu in 1830.

Every Achiever
was once
a beginner!
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Automobile Industry

India is set to emerge not only as a large domestic
market for automobile manufacturers, butalso as
acrucial link in the global automotive chain.

The first automobile industry of India was started
in 1947. The industry is the Premier Automobiles
Ltd located at Kurla (Mumbai).

It was followed by the Hindustan Motors Ltd at
Uttarpara (Kolkata) in 1948.

At present, Indiais the 7th largest producer of au-
tomobile manufacturers .

Do you know

Chennaiis nicknamed as the “Detroit of Asia” due
to the presence of major automobite manufac-
turing units and allied industries around the city
Make ir India program was launched in 2004 to
put ftndia on the world map as a major hub for
global design and manufacturing.

The automobile industries are found in four clus-
ters viz; Delhi, Gurgaon and Manesar in North In-
dia, Pune, Nasik, Halol and Aurangabad in West
India, Chennai, Bengaluru and Hosur in South In-
dia and Jamshedpur and Kolkata in East India.

Electrical and Electronic Industries

Heavy electrical industries manufacture equip-
ment used for power generation, transmission and
utilization.

Turbines for steam and hydro power plants, boiler
for thermal power plants, generators, transform-
ers, switch gears etc. are the chief products of this
industry.

The most important company in the field of heavy
electrical is Bharat Heavy Electricals Ltd (BHEL). It
has its plants at Hardwar, Bhopal, Hyderabad,
Jammu, Bengaluru, Jhansi and Tiruchirappalli.
Bengaluru is the largest producer of electron!c
8oods in India, hence it is called as the “Electronic
Capital of India”.

Software Industry

India is home to some of the finest software com-
Panies in the world.

In India, software industry beganin 1970 with the
entry of Tata Consultancy Services (TCS). Along with
this, L& T, Infotech, i-Flex, Accenture, Cognizant,
GalexE Solutions India Pvt Ltd and ITC Infotech are
the major software industries in the country.

. Major challenges of Indian

Industries

Industries in India face many problems. Some
major problems are listed below.

Shortage and fluctuation in Power Supply.
Non- availability of large blocks of land.
Poor access to credit.

Thoothukudi 99445 11344 Tirunelveli

High rate of interest for borrowed loan.

Non- availability of cheap labourers.

Lack of technical and vocational training for em-
ployees.

Inappropriate living conditions nearby industrial
estates.

Biogas: The production of methane and carbon-
di- oxide from piants and animal wastes.

Fossil fuel: Any naturally occurring carbon or hy-
drocarbon coal, oil and natural gas.

Ore: It is a deposit in the earth crust with one or
more value minerals

Solar power: Heat radiation from the sun con-
verted into electricity.

Thermal power station: An electricity generating
plants which burns coal or oil.

Large Scale Industries

The term ‘large scale industries’ is a generic one
including various types ofindustries in its purview.
All the heavy industries of India like the iron and
steel industry, textile industry, automobile manu-
facturing industry fall under the large scale indus-
trial area.

Iron and steel industry

First steel industry at Kulti, Near Jharia, West Ben-
gal - Bengal iron works company in 1870.
First farge scale steal plart TISCO at Jamshedpur
in 1907 followed by 11SCO at Burnpurin 1919. Both
belonged to private sector.
The first public sector unit was “Vishveshvaraya
Iron and Steel works” at Bhadrawati.
All these are managed by SAIL (at present allimportant
steel plants except TISCO, are under public sector)
steel Authority of India Ltd (SAIL) was established
in 1974 and was made responsible for the devel-
opment of the steel industry.
Presently India is the eighth largest steel produc-
ing country in the world.

Public sector steel plants

Location Assistance

Rourkela (Odissa)

Germany

Bhilai (MP) Russia

NILV M/ 145 Academy

Nationalisation = of -

- Durgapur (WB)

UK

Ti-s—t;;hapattnam (AP)

L

Bokaro (Jharkhand) Russia

Burnpur (WB)

Acquired from private
sector in 1976

Russia

Government of India
(Neo, external assis-
tance)

Salem (Tamil Nadu)

Vijai Nagar. (Karnataka) | Government of India
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" Bhadrawati ‘(Karnataka) |
: t ‘Vishveshvarayya Iron
and Steel Ltd (owned
by Centre and State
government)

2. Jute industry

e Jute industry is an important industry for a country
like India, because not only it earns foreign exchange
but also provides substantial employment oppor-
tunities in agriculture and industrial sectors.

o Its first modernised industrial unit was established
at Reshra in West Bengal in 1855.

e The jute industry in the country is traditionally
export oriented. India ranks number one in the
raw jute and jute goods production and number
two in export of jute goods in the world.

3. Cotton and textile industry

e Oldestindustry of India, and employs largest num-
ber of workers.

e Itisthe largest organised and broad- based indus-
try which accounts for 4% of GDP, 20% of manu-
facturing value-added and one third of total ex-
port earnings.

e The first Indian modernised cotton cloth mill was
established in 1818 at Fort Gloaster near Calcutta.
But this mill was not successful. The second mill
named “Mumbai’s Spinning and Weaving Co.” was
established in 1854 at Bombay by KGN Daber.

Sugar industry

>

Sugar industry is the second largest industry
among agriculture-based industries in India.

e India is now the largest producer and consumer
of sugar in the world. Maharashtra contributes
over one third of the Indian total sugar output,
followed closely by Uttar Pradesh.

L4

Fertiliser industry

e India is the third largest producer of nitrogenous
fertilisers in the world.

6. Paper industry

e The first mechanised paper mill wasset upin 1812
at Serampur in West Bengal.

e The paper industry in India is ranked among the
15 top global paper industries.

7. Silkindustry

o. Indiais the second-largest(first being China) coun-
try in the world in producing natural silk. At
present, India produces about 16% silk of the
world.

® India enjoys the distinction of being the only coun-
try producingall the five known commercial variet-

ies of silk viz Mulberry, Tropical Tussar, Oak Tussar,
Eri and Muga.

-]

. Petroleum and natural gas
First successful Oilwell was dug in India in 1889 at
Digboi, Assam.

® At present a number of regions with oil reserves
have been identified and oil is being extracted in
these regions

® Forexploration purpose, Oil and Natural Gas Com-
mission (ONGC) was established in 1956 at
Dehradun, Uttarakhand

Multi National Corporation (MNC)

Evolution of MNC

® 11 of the 15 largest multinationals are Americén,

® In 1971, the American Corporations held 52 per-
cent of the total world stock of foreign direct In-
vestment.

Reasons for the growth MNC

" 1. Expansion of Market territory.

® Asthe operations of large sized firm expand, it seeks
more and more extension of its activites beyond the
physical boundaries of the country in which it is in
corporate.

2. Marketing superiorities:

e A multinational firm enjoys a number of market-
ing superiorities over the national firms. It enjoys
market reputation‘and faces less difficulty in sell-
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ing its products it adopt more effective advertising
and sales promotion techniques.
Financial Superiorities
It has financial resources and a high level of funds
utilization. It has easier access of external capital
markets. Because of its international reputation it
is able to raise more international resources.
Technological superiorities:
The main reason why MNCs have been encour-
aged by the under developed countries to partici-
pate in their industrial development is on account
of the technological superiorities which these firms
posses as compared to national companies.

5. Product innovations:

® MNCs have research and development engaged in
the task of developing new products and superior
designs of existing products.

Advantages of MNC

1. Producing the same quality of goods at lower cost
and without transaction cost

2. MNC reduce prices and increase the Purchasing
power of consumers world'wide

3. AMNCsis able to take advantage of tax variation.

4. Spurring job growth in the local economies

Disadvantages of MNC

1. They are a way for the corporations to devélop a
monopoly (for certain products)

2. They are also a detrimental effect on the environ-

ment. )
3. The introduction of MNC in to a host country’s
economy may also lead to the downfall of smaller,

local business.

4. MNC breach ethical standards, accusing the
evading ethical laws and leveraging their business
agenda with capital.

Top 10 Largest Multinational

Companies in India 2018

m of

1. Sony Corporation
2. Hew left Packard (HP)
3. Tata Group
4. Microsoft Corporation
5. IBM
6. Nettle
7. Procter & Gamble
8. City Group
9. Pepsi Company
10. The Coca-Cola Company
e FERA (Foreign Exchange Regulation Act 1974)

e This Act referred directly to the operations of
MNCs in India

e FEMA (Foreign Exchange Management Act 1999)
Under FEMA the emphasis is on ‘Management’
rather than ‘regulation

Indian Multi National Companies

L Company } H_eEue;;er 'Li T;pe oflndusitryii T Eountries of o.perating I
| Hero Motocorp | New Delhi 4 Automobireﬁ T ¥C_oTv.1.r;b~i;,_B:;;;désvH:Af‘nTc‘a !
I Bajaj .| purte - 1 " Automobile | United Arab Emirates(UAE),
T el | Bangladesh |
LTvs Chennai | Automobile | BrazilChile,Colombia, Mexico,Peru |
. State Bank of India Mumbai ! Banking AustraliaLBangaladesh, Belgium ‘
BhariAirtel i New Delhi ; Communication_ - Squt}l—&ia_,‘pr;b;aw*w— e

Micromax Informatics [ Gurgaon

Electronics

o

7Ne;al, Sr;Ianka, Bangladesh

|
f
! I A
f

Amul | Anand (Gujarat) | Food product US, Thailand, Malaysia, Hong Kong, |
| [ I L Japan, B |
| ONGC i Delhi " Fuel Brazil, Colombia, Iran
————— _—
i Dr. Reddy’s Laboratories| Hyderabad Medical Laboratory | Brazil, Mexico, Jamalica [
; Infosys ! Bengaluru Software America, Europa, Africa

India’s efforts at Promoting Entrepreneurship and

Innovations

1. Startup India:

e Through the Startup India initiative, Government
of India promotes entrepreneurship by mentoring,
nurturing and facilitating startups throughout their
life cycle.

e Since its launch in January 2016, the initiative has
successfully given a head start to numerous aspir-
ing entrepreneurs.

e A ‘Fund of Funds’ has been created to help startups

gain access to funding.
Make in India:

This scheme is designed to transform findia into a
global design and manufacturing .hub, the Make
in India initiative was launched in September 2014.

e It came as a.powerful call to India’s citizens and.

business leaders, and an.invitation;to potential
partners and investors around the world to cen-
tralize information about oppgrtqnities in India’s
manufacturing sector.

Make Progress.. |
8 ot EXcuses..!
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e This has in turn helped procure investments, fos-
ter innovation, develop skills, protect intellectual
property and build best-in-class manufacturing in-
frastructure.

3. Atal Innovation Mission (AIM):

e AIM is the Government of India’s endeavour to
promote a culture of innovation and entrepreneur-
ship, and it serves as a platform for promotion of
world-class Innovation Hubs, Grand Challenges,
start-up businesses and other self-employment
activities, particularly in technology driven areas.

4. Support to Training and Employment
Programme for Women (STEP):

® STEP was launched by the Government of India’s
Ministry of Women and Child Development to train
women who have access to formal skill training
facilities, especially in rural India.

. jhe Ministry of Skill Development & Entrepreneurship
and NITI (National Institution for Transforming India for-
mallyitiscalledas planning commission) Aayog recently
redrafted the Guidelines of the 30-year-old initiative to
adapt to present-day needs.

parts skills in several sectorg

h orticulture, food processing,
;:;dlooms, traditional t':ra.fts like embroidew’
travel and tourism, hospitality, computer and |

services.

Jan Dhan-Aadhaar - M
JAM, for the first time, isa technologica.l if‘terE.n-
tion that enables direct transfer of Sub?ld-les to in-
tended beneficiaries and, therefore, ellmlnates'a"
intermediaries and leakages in t'he syster.n,. which
has a potential impact on the lives of millions of

The programme im
as agriculture, h

obile (JAM):

Indian citizens.

Digital India:

The Digital India initiative has been launched to
modernize the Indian economy to make all gov-
ernment services available electronically.

The initiative aims at transforming India into a digi-
tally-empowered society and knowledge economy
with universal access to goods and services.

Stand-Up India:

It was launched in 2015, Stand-Up India seeks to
leverage institutional credit for the benefit of
India’s underprivileged.

It aims at enabling economic participation of,
women entrepreneurs, Scheduled Castes and
scheduled Tribes and share the benefit of Indian
growth with the above mentioned categories.
Towards this end, at least one women and one in-
dividual from the SC or ST communities is granted
loans between Rs.10 lakshs to Rs.1 crore to set up

- greenfield enterprises in manufacturing, services

10.

11

or the trading sector.

. Traderelated Entrepreneurship Assistance and

Development (TREAD):

This schemes envisages to address the critical is-
sues of access to credit among India’s underprivi-
leged women, the TREAD programme enables
credit availability to interested women through
non-governmental organizations (NGOs).

As such, women can receive support of registered NGOs
in both accessing loan facilities and receiving counsel-
ling and training opportunities to kick-start proposed en-
terprises, in order to 'provide pathways for women to
take up non-farm activities.

Pradhan Mantri Kaushal Vikas Yojana (PMKVY):

A flagship initiative of the Ministry of Skill Devel-
opmentand Entrepreneurship (MSDE).

This is a Skill Certification initiative which aims to
train youth in industry-relevant skills to enhance
employment opportunities for livelihood creation
and employability.

National skill Development Mission:

This scheme was unveiled in July 2015, The mis-
.sion aims at building synergies across the sectors
In terms of skill training activities. With a vision to
build a ‘Skilled India’ it is designed to expedite de-
cision-making across the sectors to provide skills
atscale, without compromising on quality or speed.

- Science for Equity Empowerment and Develop-

ment (SEED):

SE_ED aims to provide opportunities to motivated
s.uentists and field level workers to undertake ac-
tion-oriented, location specific projects for socio-
economic gain, p?rticularﬂy in rural areas. 4

SEED emphasizes equity in development, so that
the benefits of technology accruetoa vast section
of the population, particularly the disadvantaged.

i, .
Lyohed Ly il
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Introduction

India was basically an agrarlan economy with a
weak industrial base at the time of Independence
Hence India conceived to have the Indian economy
on socialist lines.

India followed mixed economic system that it is
operated both by private enterprises and public
enterprises.

public and Private Sector

Since the Indian economy consists of both private

owned and government owned business enter-

prises, it is known as a mixed economy.

Public sector is on service motive and the private
sector is on profi t motive.

Mixed economy is the mixture of merits of both
capitalism and socialism.

' pefinition of Public Sector

The sector, which is engaged in the activities of
providing government goods and services to the
general public is known as Public Sector.

History of public Sector

L]

When India achieved independence in 1947, it was
primarily an agricultural country with a weak in-
dustrial base. There were only eighteen Indian
Ordnance Factories inthe country which the Brit-
ish had established for their own economic inter-
est and rule the subcontinent with brute force.

Rapid industrialisation of the economy which was
seen as the key to economic development, improv-
ing living standards and economic sovereignty.
Building upon the Bombay Plan (1940), which
noted the requirement of government interven-
tion and regulation, the first Industrial Policy Reso-
Jution znnounced in 1948 laid duwn broad con-
tours of the strategy of industrial development.
Subsequently, the Planning Commission was
formed by a cabinet resolutionin March 1950 and
the Industrial Act was enacted in 1951.

Prime Minister Jawaharlal Nehru promoted an eco-
nomic policy based on import substitution
industrialisation and advocated a mixed economic
system.

India's second five year plan (1956-60) and the
Industrial Policy Resolution of 1956 emphasised the
development of public sector enterprises to meet
Nehru's national industrialisation policy.

His vision was carried forward by ~ Dr. V.
Krishnamurthy known as the "gather of Public sec-
tor undertakings in India". .
Indian statistician Prof. P.C. Mahalanobis was in-
strumental to its formulation, which was subse-
quently termed the Friedman— Mahalanobis model.
The 1991 industrial policy was radically different
from all the earlier policies where the government
was deliberating disinvestment of public sectorand
allowing greater freedom to the private sector.

The objectives of Public Sector

To promote rapid economic development through

creation and exparision of infrastructure

To generate financial resources for development
To promote redistribution of income and wealth
To create employment opportunities
To promote balanced regional growth
To encourage the development of small
ancillary industries, and

To accelerate export promot
stitution

_scale and

jon and import sub-

Public Sector Organizations:

or organizations,

finances them
actlori taxes,
holds‘ more

There are two types of public sect
i.e. either the Government fully
through the revenues they ralse by coll
dutjes, fees, etc. of the government
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than 51% of the totat share capital of the company
which comes under various ministries. The enter-
prises are established with service motive.

e It is the largest sector, which works for the
upliftment of the people by providing the follow-
ing services to the people : Postal services , Rail-
way services , Providing security, education and
health facilities at low cost, and generation of em-
ployment opportunities, etc..

Organs of public sector:

1. Administration by a Government Department

e It is very common almost in all countries. Example

- Post and Telegraph, Railways, Port Trust, Irriga-
tion Projects on India etc.,

. The Joint sector companies:

N

e Itisgoverned by a company law and controlled by
the Government as principal major share holders.
Example - Indian Oil Petronas pvt ltd, Indian Oil
Sky tanking Limited. Ratnagiri Gas and Power Psi-
vate Limited, Indian Synthetic Rubber Limited.

. Public Corporation :

This type of organization is the establishment of
public corporation by the state of the parliament
of legislature. Example - LIC, Air India, The Reserve
bank of India, Electricity Board

w

Classification of Industries
e The publicsector in India owes its origin inthe 1956

Industrial policy resolution of the Government of
India. This 1956 resolution classified industries
into three categories. The Industries which would
be exclusively owned by the state are referred to

as Schedule-A

e The industries in which the private sector could

supplement the efforts of the state sector, with
the state taking the sole responsibility for starting
new units which are specific in Schedule-B.

e The remaining industries which were in the pri-

vate sector are mentioned in Schedule-C

Public Sector is divided into the following  nine cat-

egories
1) Public sector enterprises must supply essential in-

frastructuse for economic development which are
known as primary public utilities which include the
followings Aitlines, Shipping, Railways, Power Gen="
eration, Tele communication etc.. !

2) Public sector enterprises also to have control of

the “commanding heights of the economy” e.g.
Defence, Banks, Coalmines, Oil, Steel etc.

3). They are to play an entrepreneurial role which s,

in other words, called capital intensive industrles:

e.g., Iron ore, Petro- Chemicals, Fertilizer, Mining,
Ship - Building. Heavy Engineering etc.

Public sector enterprises under-Government mo-
nopoly which includes: Telecommunication equip-
ment. Defence production. Railwa{(s, Rolling Stock
etc.

4

5) Public sector enterprises which are exclusively
meant for High Technology industries, e.g.: Atomic

energy.

6

Consumer oriented public sector undestakings. eg.
Drug, Paper, Hotels etc.

7

Public Sector enterprise which is set up in order to
take over the sick private units, e.g.: Textile, Engi-
neering etc.

8

Public sector enterprises which are set up as Trade
. Corporation, e.g.: FCI, CCl etc.

9

Public sector enterprises which serves as a
consultancy and engineering service etc. e.g.
MECON.

NITI Aayog (National Institution for Transforming

India)

e NITI Aayog replaced 65 years old planning com-
mission. Planning commission has power to allo-
cate funds to ministries-and states, this function
will be now at finance ministry.

e  NITI Aayog is a policy think tank and a truly advi-
sory body formed on January 1, 2015.

Socio-Economic Development

e Socio-economic development is the process of so-
cialand economic development in a society. such
as GDP, fife expectancy, literacy and levels of em-
ployment.

e The new “Think Tank” is NITI Aayog can form a suit-
able platform in integrating the social sector initia-
tives of the Centre, state and the local bodies.

INDICATORS OF SOCIO-ECONOMIC DEVELOPMENT

. Gross Domestic Product (GDP)
.® GDP supports in developing socio - Economic De-

velopment. The proportion of GDP by the indus-
trial sector both private and public sectorhas been
increased. It results increasing government funds
and increase public spending.

/“Life Expectancy

e According to 2011 Census of India, Life expectancy
in India is 65.80 years for men and 68.33 years for
women. Government pravides high degree of
health measures through various programmes. The
Government announced in the Union Budget 2018-
19 the “National Health- Production Scheme”
(NHPS) to serve poorand: vulnerable families.
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Literacy

® Educational skill plays a vital role in the Socio Eco- 3.

nomic Development. Sarva Siksha Abhiyan(SSA)is
government of India’s flagship programme.

e itisimplemented for making free and Compulsory
Education to the children of 6-14 years with life
skills.

® The Government also introduced RMSA, Smart
class, e-learning, free computer skill classes and
eco-friendly studying environment, Digital India for
increasing the level of quality in education.

Employment

® There is a clear shift in employment to secondary
and tertiary sector from the primary sector.

e A growing number of people moved urban areas

in search of employment. 5

e It increased urban population, hence government
started the ‘Smart city’ Scheme which provides the
city with many facilities like hospitals, schools,
housing facilities and shopping centers.

e To promote rural and backward areas in terms of
employment the government encourages private

sectors to start an industry in backward areas by ¢,

providing tax benefit electricity at a lower tariff,
etc., It removes regional inequality.

Importance of Public sector
e Public sector plays a major role in the develop-

ment of any economy. It has following importance:- 7.

1. Public Sector and Capital Formation: The role of
public sector in collecting saving and investing them
during the planning period has been very impor-
tant.

2. Economic Development: Economic development
mainly depends upon industrial development.
Heavy & basicindustries likeiron & steel, shipping,
mining, etc. are required for supplying raw mate-

5. NoJ PUBLIC SECTO
1. Ownership of industries is with government

2. Public Revenue dependsﬂupor; levy of
taxes, on income & commodities & services

Issuing ;Hares a?wrd—criebentures or by takihg loan

rials to small industries.

Balanced Regional Development: Public sectorun-
dertakings have located their plants in backward
parts of the county. These areas lacked basic in-
dustrial and civic facilities like electricity, water sup-
ply, township and manpower. Public enterprises
have developed these facilities thereby bringing
about complete transformation in the socio- eco-
nomic life of the people in these regions.
Employment Generation: Public sector has cre-
ated millions of jobs to tackle the unemployment
problem in the country. The number of persons
employed during the year 2011 was 150 lakh. Pub-
lic sector has also contributed a lot towards the
improvement of working and living conditiors of
workers by serving asa model employer.

Export Promotion and Foreign Exchange Earnings:
Some public enterprises have done much to pro-
mote India’s export. The State Trading Corporation
(STC), the Minerals and Metals Trading Corpora-
tion (MMTC), Hindustan Steel Ltd., the Bharat Elec-

tronics Ltd., the Hindustan Machine Tools, etc.,

have done very wellin export promotion.
Protection to Sick Industries: Public sector, to pre-
vent sick unit closing down, takes over their respon-
sibility & prevent many people from getting unem-
ployed notonly this but it prevents unnecessary lock-
ing of capital, land, building, machinery, etc.
Import Substitution: Some public sector enter-
prises were started specifically to produce goods
which were formerly imported and thus to save
foreign exchange. The Oil and Natural Gas Com-
mission (ONGC), the Indian Oil Corporation Ltd.,
the Bharat Electronics Ltd., etc., have saved for-
eign exchange by way of import substitution.

The largest public sector employer in india is In-
dian Railways.

Ownership of industries is with private individuals

e e e e e

3. Public sector ensures the proper wage

Private sector exploits the workers

4, It does not allow to concentrate huge
wealth In few hands or rich people

8, Public sector E\_dustries: Example

NLC, SAIL, BSNL

It allows concentrate of huge wealth in few hands
or rich people

Private sectorindustries: Example
TVS Motors, Ashok Leyland, TATA Steel

6. No tax evasion

Tax evasion is possible

it Is service oriented

It is purely profit oriented

-8, | Reservations are implemented. Priority
is glven to the socially backward people
List of Public Sector undertaking industries: .

o Inindia, asforthe year 2017 there are 8 Maharatna @
industries, 16 Navratna industriesand 74 Miniratna o
industries. There are nearly 300 CPSEs (Central o
Public Sector enterprises) in total.

Maharatna Industries .
e Three years with an average annual net profit of
over T 2500 crore, or Average annual Net worth of
% 10,000 crore for 3 years, or Average annual Turn-
over of 20,000 crore for 3years (against T 25,000
crore prescribed earlier) are called as

Maharatna Industries

e National Thermal Power Corporation (NTPC)

e Oil and Natural Gas Commission (ONGC) .
e Steel Authority of India Limited (SAIL) .
. Bh'arat Heavy Electricals Limited (BHEL) °

It does not care the socially backward -
class, reservation is not followed

Indian Oil Corporation Limited (IOCL)

Coal India Limited (CIL)

Gas Authority of India Limited (GAIL)

Bharat Petroleum Corporation Limited (BPCL)

Navratna Industries

A score of 60 (out of 100), based on six param-
eters which include net profi t, net worth, total
manpower cost, total cost of production, cost of
services, PBDIT (Profit Before Depreciation, Inter-

.est and Taxes), capital employed, etc., and a com-

pany must fi rst be a Miniratna and have 4 inde-
pendent directors on its board before it can be
made a Navratna.

Bharat Heavy Electronics Limited (BHEL)
Container Corporation of India (CONCOR)
Engineers India Limited (EIL)

Hindustan India Limited (HAL)
e Hindustan Petroleum Corporation Ltd. (HPCL)

e Mahan agar Telephone Nigam Ltd (MTNL)

National Aluminum company (NALCO)

e Neyveli Lignite Corporation India Ltd. (NLCIL)

e Oil India Ltd. (OIL)
e Shipping corporation of India (5CI)
Miniratna Industries - 1

e Have made profits continuously for the last three
years or earned anet profit of Rs. 30 crore or more

in one of the three years.
some Miniratna Industries — 1are

e Airports Authority of India (AAI1)

e Bharat Dynamics Ltd.(BDL)

e Bharat Sanchar Nigam Ltd. (BSNL)

e Chennai petroleum Corporation Ltd. (cpPCL)

e India Trade Promotion Organization (ITPO)

e State Trading Corporation of India (STCI)

Miniratna Industries -2

e Have made profits continuously for the last three

- years and should have a positive net worth. Some

Miniratna Industries — 2 are

e HMT (International) Limited

e Indian Medicines & Pharmaceuticals Corporation
Limited

e MECON Limited

e Mineral Exploration Corporation Limited

e National Film Development Corporation Limited

e Bharat Pumps & Compressors Limited Bharat
Pumps & Compressors Limited .

Navarathna

e The term Navaratna meant a talisman composed
of nine precious gems. Later, thisterm was adopted
in the courts of Gupta emperor Vikramaditya and
Mughal emperor Akbar, as the collective name for
nine extraordinary courtiers at their respective
courts.

Definition of Private sector

e Thesegment ofa national economy that isowned,
controlled and managed by private individuals or
enterprises is known as Private sector.

Major private companies

o Infosys

e Aditya Birla Company

e Reliance Industrial companies

e Tata Group of companies

e WIPRO Limited

e Hindustan Unilever Limited

e ICICI Bank Limited.

Functions of Private Sector

e The main function of private sector is to create in-
novation and modernization. The profit motive
drives them toinvent, innovate new techniques of
production and manage the productive activities
in a scientific manner.

e ' Develop and maintain infrastructure and services:

® Promote and expand existing businesses.

® Promote human capital development, to help vul-
nerable groups especially to participate in the -
labour market and encourage community deve-
opment by promoting community businessand 0

operatives, local exchange systems and informal
credit etc..

® Promote small, micro and medium enterprises
(SMME) through supply side measures and demand
side measures and attract investment in the city-
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- IMPACT OF GLOBALIZATION IN INDIA

In India the period after 1980-81 was marked by
severe balance of payment difficultjes mainly due
to hike in oil price and Gulf war in 1990-91 ang
hostilities in West Asia.

Reforms made to adopt Globalization:-
(New Economic policy in India)

1.

Abolition of Industrial licensing,

except fora few
industries.

Reduction in the number of industries reserved
for public sector.

Fixation of a realistic exchange rate of rupee to
exchange exports of Indian goods.

. Foreign private sector by making fupee convert-

ible on trade, on current account and by reducing
import duties.

. Foreign exchanges regulations were suitably

amended

. The Statutory Liquidity Ratio (SLR) was reduced to

increase lending by RBI.

Multi National Corporation (MNC)

Multi National Corporation is a Corporate organi-
2ationwhich owns or controls production of goods
or services in at least one country other than its
home country.

Otherwise called Multinational Corporations
(MNCs) or Transnational Corporation (TNC) or
Multinational Enterprise (MNE).

Evolution of MNC

Like, the East India Company, which came to India
asa trading company and then its net throughout
the country to become politically dominant, these
multinationals first start their activities in extrac-
tive industries or control raw materials in the host
countries during 1920s and then slowly entered.
The manufacturing and service sectors after
1950s. Most of the MNC’s at present belong to
the four major exporting countries viz., USA, Ulf,
France, Germany. However, the largest is Ameri-
can,

11 of the 15 largest multinationals are American,
In 1971, the American Corporations held 52 per-
cent of the total world stock of foreign direct In-
vestment.

Great Britain held 14.5 percent followed by France
5 percent and Federal Republic of Germany 4.4
Percent and Japan 2.7 percent.

In 1969 the American Multinationals alone pro-
duced approximately 140 billion dollars worth of
8oods.

The American multinationals realize quite substan-
tial returns to the extent of 34 percent in {\smtlc
countries and 22 percent in African countries.
They then acquire enormous powers in hose coun-
tries, which smoothens the free flow of fundacross
international boundaries. . )
They purchase the best brains in these cc.)untnes
and resort to unfair practices. With their huge
resources, the MNCs are able to invest ir.m researc:'l
and development and exploit technological dev'e :
Opments to manufacture new products, and dis-
Cover new process.

Reasons for the growth MNC

1

Expansion of Market territory "
As the operations of large sized firm expa'nd. :
seeks more and more extension of its actlvat!.Es
beyond the physical boundaries of the country In
Wwhichit is in corporate.
Marketing superiorities:
A multinational firm enjoys a number ]
Ing superiorities over the national ﬁrrrfs.. It e?n
loys market reputation and faces less dl.fflCU:;Y "
selling its products it adopt more effective adve
tising and sales promotion techniques.
Thoothukudi 9944

of market-

ToP 10 Largest Multinational Companies in India 2018
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8. City Group . S
1. Sony Corporation 9. Pepsi Company
2. Hew left Packard (HP) 10. The Coca-Cola Company
3. Tata Group FERA (Foreign Exchange Regulation Act 1974)
4. Microsoft Corporation e This Act referred directly to the  operations of
5. IBm MNGs in India
6. Nettle FEMA (Foreign Exchange Management Act 1999)
7. Procter & Gamble e Under FEMA the emphasis ison ‘Management’
rather than ‘regulation’
SR ] National Co ] —
Company Headquarter Type of Industry Countries of o perat!ng
Hero Motocorp New Delhi Automobile Columbia, Bangladesh, Africa
Bajaj Pune Automobile United Arab Emirates(UAE), Bangladesh
s .| Chennai Automobile Brazil,Chile,Colombia, Mexico,Peru
State Bank of India Mumbai Banking . Australia,Bangaladesh, Belgium
Bharti Airtel New Delhi Communication South Asia, Africa
Micromax Informatics Gurgaon Electronics Nepal, Srilanka, Bangladesh
Amul Anand (Gujarat) | Food product US, Thailand, Malaysia, Hong Kong, Japan,
ONGC Delhi Fuel Brazil, Colombia, Iran
Dr. Reddy'’s Laboratories| Hyderabad Medical Laboratory | Brazil, Mexico, Jamalica
Infosys Bengaluru Software America, Europa, Africa ]
Advantages of MNC Director Gereral, and other 600 Official Staff from
1. Producing the same quality of goods at lower cost around 80 member countries.
and without transaction cost ) The WTO mentions five types of subsidies:
2. MNC reduce prices and increase the Purchasing e Cash subsidies, such as the grants mentioned
power of consumers world wide above.
3. AMNCGsis able to take advantage of tax variation. e Tax concessions, such as exemptions, credits, or
4. Spurring job growth in the local economies deferrals. :
Disadvantages of MNC ® Assumption of risk, such as loan guarantees.
1. They are a way for the corporations to developa @ Governmen@ procurement policies that pay more
monopoly (for certain products) than the free-market price.
2. Theyare also a detrimental effect on the environ- e  Stock purchases that keep a company's stock price
ment. ’ higher than market levels.
3. The introduction of MNC in to a host country’s These are all considered subsidies because they
economy may also lead to the downfall of smaller, reduce the cost of doing business.
local business. Objectives of W.T.0
4. MNC breach ethical standards, accusing them of

evading ethical laws and leveraging their business
agenda with capital. '

GATT: (General Agreement of Trade and Tariffs)

GATT was signed by 23 countries in 1947. India
was one of the founder members of GATT. In the
seventh Round 99 countsies participated.

Inthe Eighth Round of 1986, (Uruguay Round), 117
countries participated. The Director General of
GATT Arthur Dunkel came up with a Drafft Final
Act, known as Dunked Draft and on April 15, 1994
the Final Act was ultimately approved and signed.
GATT’s primary purpose was to increase Interna-
tional Trade by reducing various tariffs, quotas and
subsidies while maintaining meaningful regula-

tions.

Rounds of GATT

First in Geneva (Switzerland) (1947)

Second in Annecy (France) in 1949

Third in Torquay (UK) in 1950 - 51

Fourth, fifth, and Sixth in Geneva (Switzerland) in
1956, 1960-61, 1964 -67.

seventh in Tokyo (Japan) in 1973 -79

Eighth and final round at Punta del Este (Uruguay)
in 1986 — 1994, known as ‘Uruguay Round’

World Trade Organization(WTO):

5 11344 Tiru

Head Quarter: Geneva, Switzerland
purpose: Regulation, International trade

98942 41422 Ramanathapuram 75503 52916 Madurai 9843110566

To set and enforce rules for international trade.

To provide a forum for negotiating and monitor-
ing further trade liberalization.

To resolve trade disputes.

Introduction the sustainable development and en-
vironment can go together.

To ensure that developing countries, secure a bet-
ter share of growth in world Trade.

To resolve trade disputes.

To increase the transparency of decision making
processes.

Introduction sustainable development the devel-
opment and environment can go together.

To ensure full employment and broad increase in
effective demand.

Trade Related aspects of Intellectual Property Rights
(TRIPs)

. Intellectual Property Right may be defined as “In-

formation with a commercial Value” Under TRIPs
Patent shall be available for any invention whether
product or process in all fields of industrial tech-
nologies.

Trips agreement covers seven areas of
intellectual’s property rightsi.e. Copy rights, Trade
Market, Trade Secrets, Industrial Design, Geo-

graphical appellations Integrated circuits and Pat-
ents.

Trade Related Investment Measures (TRIMs)
e Members of WTO: Director General, Four Deputy o The Uruguay Round Agreement on TRIMs refers’
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o certain conditions (or) restrictions imposed by
A government in respect of foreign investment in
the country in order to give adequate provisions
for the home industries to develop.

Impact and Challenges of Globalization

Positive Impact

° :
A better economy introduces rapid development

of the capital market.
®  Standard of living has increased,

® Globalization rapidly increase better trade so that

more people are employed.

Introduced new technologies and new scientific re-
search patterns,

® Globalization increasing the GDP of a country.

® It helps to increase in free flow of goods and also
to increase Foreign Direct Investment.

® For the first four decades after Independence, the
country was pursuing a path of development in
which the public sector was expected to be the
engine of growth.

* However, the public sector overgrew itself and its
shortcomings started manifesting in low capacity
utjlisation and low efficiency due to over manning,
low work ethics, over capitalisation due to
substantial time and cost over runs, inability to
innovate, take quick and timely decisions, large
interference in decision making process etc.

e Hence, a decision was taken in 1991 to follow the
path of Disinvestment.

Period from 1991-92 - 2000-01

o The change processinindia beganin the year 1991-
92, with 31 selected PSUs disinvested for Rs.3,038
crore.

e In August 1996, the Disinvestment Commission,
chaired by G V Ramakrishna was set up to advice,
supervise, monitor and publicize gradual
disinvestment of Indian PSUs.

e It submitted 13 reports covering recommendations
on privatisation of 57 PSUs. Dr R.H.Patil subsequently
took up the chairmanship of this Commission in July
2001.However, the Disinvestment Commission
ceased to exist in May 2004,

e The Department of Disinvestment was setup asa
separate department in December, 1999 and was
Jater renamed as Ministry of Disinvestment from
September, 2001, From May, 2004, the
Department of Disinvestment became one of the
Departments under the Ministry of Finance.

e Against an aggregate target of Rs. 54,300 crore to

be ralsed from PSU disinvestment from 1991-92

to 2000-01, the Government managed to ralse

just Rs. 20,078.62 crore (less than half).

Interestingly, the government was able to meet its

annual target in only 3 {out of 10) years. In 1993-

94, the proceeds from PSU disinvestment were nil

over a target amount of Rs. 3,500 crore.

The reasons for such low proceeds from

* disinvestment against the actual target set were:
1. Unfavorable market conditions
2. Offers made by the government were not
attractive for private sector investors
Lot of opposition on the valuation process
No clear-cut policy on disinvestment
Strong opposition from employee and trade
unions
6. Lack of transparency in the process
7. Lack of political will
e Thiswas the period when disinvestment happened

primarlly by way of sale of minority stakes of the

Thoothukudi 99445 113

Negative Impact

Too much flow of capital amongst countries, In-

troduces unfair and immoral distributors of In-

come.
Another fear is losing national integrity. Because
of too much exchange of trade, independent do-
mestic policies are lost.

Rapid growth of the economy has required a ma-
jor infrastructure and resource extraction. This in-
crease negative ecological and Social costs.
Rapid increases in exploitation of natural resources
to earn foreign exchange.

Environmental standards and regulations have
been relaxed. L

Challenges of Globalization

LEGRAM

The benefits of globalization extend to all coun-

PSUs through domestic or international issue of

NPSC NULLED

Disinvestment - A Historical Perspective

tries that will not happen automatically,

The fear that globalization leads to instability i,
the developing world.

The industrial world that increased global compe.
tition will lead in race to the bottom in wages
labour right, and employment practice.

It leads to global inbalance.

Globalization has resulted with the embarrass.
ment. ,

Globalization has led to an increase in activities
such as child labor and slavery.

People started consuming more junk food. This
caused, the degradation of health and spread of
diseases.

Globalization has led to environmental degrada-
tion.

2009-10-2017-18

A stable government and improved stock market

shares in small tranches. .

® The value realized through the sale of shares, even conditions initially led to a renewed thrust on
in blue chip companies like 10C, BPCL, HPCL, GAIL disinvestments. The Government started the
& VSNL, however, was low since the control still process by selling minority stakes in listed and
lay with the government. unlisted (profit-making) PSUs. This period saw

e Most of these offers of minority stakes during this disinvestments in companies such as NHPC Ltd.,
period were picked up by the domestic financial 0il India Ltd., NTPC Ltd., REC, NMDC, SIVN, EIL,
institutions. Unit Trust of India was one such major CIL, MOIL, etc. through public offers.
institution. e However, from 2011 onwards, disinvestment

Period from 2001-02 - 2003-04 activity slowed down considerably. As against a

e This was the period when maximum number of target of Rs.40,000 crore for 2011-12, the
disinvestments took place. These took the shape Government was able to raise only Rs.14,000 crore.
of either strategic sales (involving an effective . H h b
transfer of control and management to a private ) Owever, the subsequent years saw some
entity) or an offer for sale to the public, with the |.Tfprovement and the G.O\:ernment Was Shierto
government still retaining control of the raise Rs. 23,857 crore against a target of Rs. 30,000
management. crore (Revised Target : Rs. 24,000 crore) in 2012-

e Some of the companies which witnessed a strategic 13 and Rs. 21,321 crore against a target of Rs.
sale included: 54,000 (Revised Target : Rs. 19,027 crore) in 2013-
e BHARAT ALUMINIUM CO.LTD. 13
. CMCLID. . Thelachieved target dropped to Rs. 24,338 crore
«  HINDUSTAN ZINC L7D. against a target of Rs. 58,425 crore in 2014-15. In

2015-16 the Government was able to raise Rs.
¢ HOTEL CORP.OF INDIA LTD. (3 PROPERTIES: 32,210 crore against a target of Re. 69,500 crore
CENTAUR HOTEL,JUHU BEACH, CENTAUR (r;vised S 31'2 i d’R 26378
HOTEL AIRPORT,MUMBAI & INDO HOKKE | f e ; Sreeeand Bsi 35
HOTELS LTD.,RAIGIR) c;oredasg:;g atarget (;ORS. 56,500 (Revised Target
: Rs. 45, crore) in 2016-17.
s HTLLTD, ) s
F ir S 5
I8P CO.LTD: e Further, some steep improvement was seen and
‘ the Government was able to raise Rs. 1,00,642
» INDIATOURISM DEVELOPMENT CORP.LTD.(18 crore against a target of Rs. 72,500 crore (Revised
HOTEL PROPERTIES) 8 g
Target : Rs. 1,00,000 crore) in 2017-18
+ INDIAN PETROCHEMICALS CORP.LTD.
2018-19 onwards
e JESSOP & CO.LTD. The*NDA'E h
L] e overnment has set bitious
« LAGAN JUTE MACHINERY CO.LTD.,THE e et an am
disinvestment target of Rs. 80,000 crore. As such,
»  MARUTI SUZUKI INDIA LTD. 2018-19 is likely to see some big ticket
« MODERN FOOD INDUSTRIES (INDIA) LTD. disinvestments taking place.
o  PARADEEP PHOSPHATES LTD. Disinvestment in 2020
TATA COMMUNICATIONS LTD. ® The Government has decided to get LIC Listed on

e The valuations realized by this route were found the markets. The announcement was made by
to be substantially higher than those from minority Finance Minister Nirmala Sitaraman in her Budjet
stake sales. Speech

* During this period, against an a.ggregate target o The move is in line with the governments aim t0
of Rs. 38,500 crore to be raised from PSU look at stake sale in ities to shore
disinvestment, the Government managed to up its fin ' dgc\lrlernment EOMLEso S ise
raise Rs. 21,163.68 crore. : a"‘;; a"G ailourthase ESUSITO 2%

resources, e Gove egge

Period from 2004-05 - 2008-09 e MESmIENY b [PERE

) o isinvestment for FY21 at Rs. 2.11 Lakh crore.

e The issue of PSU disinvestment remained a " Govemmeniiiiad kh crore
contentious issue through this period. As a result, in EY20 Oen 3 setafarget ofRs-1.051a ¢ has
the disinvestment agenda stagnated during this r; . "_t‘he strategic sale, the governme‘n .
period. In the 5 years from 2003-04 to 2008-09, N re.zady .Inmated the process for Air India :
the total receipts from disinvestments were invited bids from potential buyers for a 100% stake
only Rs. 8515.93 crore. in the National carrier.
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India Lives in Villages' - Mahatma Gandhi

Introduction

Rural Economics deals with the application of eco-
nomic principles in understanding and develop-
ing rural areas. In general, rural areas are geo-
graphical areas located outside towns and cities.
Rural areas have problems like backwardness of
agriculture, low income, low employment oppor-
tunities, poverty, low infrastructural development,
low illiteracy, low labour productivity, lower prices
of agricultural products, surplus labour force,
larger population, high level of migration and high
dependency on natural resources and nature.
According to the 2011 Population Census, there
are 6,40,867 villages in India and 68.84 percent of
the 121crore total population live in rural areas.

Features of Rural Economy

(o

N

* poverty and und

8.

Main characteristics of rural economy are:
Village is an Institution

The Village is a primary institution and it satisfies
almost all the needs of the rural community. The
rural people have a feeling of belongingness and
a sense of unity towards each other.
Dependence on Agriculture

The rural economy depends much on nature and
agricultural activities. Agriculture and allied ac-
tivities are the main occupation in rural areas.
Life of Rural People

Rural people rely much on faith, superstitions and
traditional cultural practices. The standards of liv-
ing of majority of rural people are poor and piti-
able. In terms of methods of production, social or-

~ ganization and political mobilization, rural sector

is extremely backward and weak. In recent years,
the incidence of alcohol drinking has gone up.

Population Density
Population density, m

scattered in the entire wlIages J

g
i

Employment
There exists unemployment, seasonal unemploy-
ment and underemploymentin rural areas Unem-
ployment refers to the situation of people with will*

ingness and ability to work but is not getting em-
ployed. Disguised unemployment is a_situation
Where people work but no increase in‘production.

Both the situations are common in rural areas.

Poverty

Poverty is a condition where the basic needs of
the people like food, clothing and sheiter are not
being met. According to the 2011-12 estimates,
About 22 crores of people in rural areas are poor
and live below the poverty fine.

Indebtedness
People in rural areas are highly indebted owing to
eremployment, lack of farm and
non-farm employment opportunities, low wage em-
ployment, seasonality in production, poor market-
ing network etc. Afamous British writer Sir Malcolm
parling (1925) stated that ‘An Indian farmer is born
in debt, lives in debt, dies in debt and bequeaths
debt’. Since formal loan faculltles are not available
tothe 'villagers, they depend on local money lend-
ers who, like a parasite, squeeze the villagers. Hence
the villagers commit suicide frequently.

Rural Income
Large proportion of labourers
are underemployed. and the s
their income Is limited.

and skilled persons
cope forincreasing
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measured by number of per-
sons living per sq. km is very low and houses are‘,,

9.

10.

11.

12,

Dependency
Rural households are largely dependent on social
grants and remittances from family members
working in urban areas and cities.

Dualism

Dualism means the co existence of two exteremely
different features like developed and underdevel-
oped, organised and unorganised, traditional and
modern, regulated and unregulated, poorand rich,
skilled and unskilled and similar contradicting situ-
ations in a region. These characteristics are very
common in rural areas.

Inequality

The distributions of income, wealth and assets are
highly skewed among rural people.

Migration

Rural people are forced to migrate from villages
tourban areas in order to seek gainful employment
for their livelihood.

This is called’ double poisoning’ by Schumacher,
one side villages are empty, on the other side
towns are congested. His bookis “ Small is Beau-
tiful “describes the dangers of the present kind of
development.

Meaning of Rural Development

1

2.

Rural Development is defined as an overall im-
provement in the economies and social well be-
ing of villagers and the institutional and phy5|cal
environments in which they live. ;
According to the World Bank, ‘Rural. Development
is a strategy designed to improve ‘the economic and'
social life of a specific group of peop[e rurel poor’

¥

Need for Rural Development

A major share of population lives in rural areas,
and their development and contributions are very
much supportive for the nation building activities,
The rural economy supports the urban sectors by
way of supplying drinking water, milk, food and
raw materials. Hence, the backwardness of the
rural sector would be a major impediment to the
overall progress of the economy.

Improvements in education, health and sanitation in
villages can help avoid many urban problems namely,
begging, rack picking and road side slumming.
Development of agriculture and allied activities are
necessary for providing gainful employment in rural
areas and improving overall food production.

The evils of brain-drain and rural- urban migration
can be reduced if rural areas are developed.

In order to better utilise the unused and under-utilised
resources, there is aneed todevelop the rural economy.

Rural development should minimise the gap be-

tween rural and urban areas in terms of the provi-

i

Problems of Rural Economy

sion of infrastructural facilities. It was called as
PURA by former Pres'dent Abdul Kalam.

In order to lmprove the nation’s status in the glo-
.bal arena in terms of the economic indicators like
\Human Development Index (HDI), Women Em-
powerment Index (WEI), Gender Disparity Index
(GDI), Physical Quamty of Life Index (PQLI) and
\Gross National Happiness Index (GNHI) should be
‘given due attentoon

1
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People Related Problems

The problems related to individuals and their stan-
dard of living consist of illiteracy, lack of technical
knowhow, low level of confidence, dependence
on sentiments and beliefs etc. S
Agriculture Related Problems ™

Lack of expected awareness, knowledge,.sl(lll and -

attitude o
Unavailability of Inputs -

[

Poor marketing facility,

In sufficient extension staff and services,
Multidimensional tasks to extension perSO""el'
Small size of land holding,"

Sub-division and fragmentation of landholdings:

Absence of infrastructure to work and stay in V"

‘ral areas,

" Primitive technology and low adoptio
ern technologies
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" educed public investment and absence of role for
farmers in fixing the prices for their own products

m"asuuctural Related Problems

poor Infrastructure facilities like, water, electric-
ity, transport, educational institutions, communi-
cation, health, employment, storage facility, bank.
ing nd insurance are found in rural areas,
gconomics related Problems

The economic problems related to rural areas are;
inability to adopt high cost technology, high cost of
inputs, under privileged rural industries, low income,
indebtedness and existence of inequality inland hold.-
ingsand assets. Infertile areas, a few absentee land-
lords own large area and they do not evince greater
Interestinimproving the performance of agriculture,
social and Cultural Problems

Caste system makes villages almost rigid. Dominant

caste in village holds all land holdings so they will

be the superior class too.

Both class and caste exploitation will be at their
peaks. Poverty, mal - nourishment, illiteracy, child
marriages and many more can be seen in Indian
villages.

Leadership Related Problems

Leadership among the hands of inactive and incom-
petent people, self-interest of leaders, biased po-
litical will, less bargaining power and negation skills
and dominance of political leaders.

. Administrative Problems

The rural administrative problems consist of politi-
calinterference, lack of motivation and interest, low
wages in villages, improper utilization of budget,
and absence of monitoring and implementation of
rural development programme.

Rural Poverty

e 005
~Sharat Nirman Yojana e
—Indira 2 Awas Yojana S — Bt

Jawaharlal Nehru National Urban Renewal Mission | -

J ! =
\\L:&RML——*__—-——— T T 2009
Yol (RAY), e .
~National Rural Health Mission -

\\&E"_‘"N Food Security Scheme
91 Tood Security Scheme .
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Poverty in India has been defined as the situation
in which an individual fails to earn sufficient in-
come to buy the basic minimum of subsistence.

Poverty line is a hypothetical line based onincome
orconsumption levels that divides the population
as people below poverty line and above povesty
line.On the basis of recommended nutritional in-
take, persons consuming less than 2,400 calories
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Per day in rural areas are treated as they are un-
der rural poverty.
Poverty is deepest among members of scheduled

Castesand tribes in the rural areas. India is the home
10 22 per cent of the world’s poor

Causes for Rural Poverty

2510

penditure.

U.nequal land distribution the distribution of land is
highly skewed in rural areas, Therefore, majority of
rural people work as hired labour to support their families.

Lack of Non-farm Employment: Non-farm employ-
ment opportunities do not match the increasing labour
force. The excess supply of labour in rural areas reduces
the wages and increases the incidence of poverty.

Lack of Public Sector Investment: The root cause
of rural poverty in our country is lack of public

sector investment on human resource develop-
ment.

Inflation: Steady increasein prices affectsthe purchas-
Ing power of the rural poor leading to rural poverty.

Low Productivity: Low productivity of rural labour

and farm activities is a cause as well as the effect
of poverty.

Unequal Benefit of Growth: Major gains of economic
development are enjoyed by the urban rich people
leading to concentration of wealth. Due to defective
economic structure and policies, gains of growth are
notreaching the poor and the contributions of poor
people are not accounted properly.

Low Rate of Economic Growth: The rate of growth
of India is always below the target and it has ben-
efited the rich. The poor are always denied of the
benefits of the achieved growth and development
of the country.

More Emphasis on Large Industries: Huge invest-
ment in large industries catering to the needs of
middle and upper classesin urban areas are made
in India. Such industries are capital-intensive and*
do not generate more employment opportunities. ‘
Therefore, poor are notina positibn to get employed
and to come out from the poverty in villages.
Social Evils: Social evils prevalént in the society
like custom, believes etc. increaseUnproductive ex-

Schemes

20 Point Programme

Integrated Rural development Programme(IRDP)

——

National Rural Livelinood Mission _

et

-

. ral Unemployment

"Mployment s a situation in which a person is
~tively searching for employment but unable to
Nd work at the prevailing wage rate.
Peter Diamond, Dale Mortensen and Christ.opher
'SSarides: shared 2010 Economics Nabel prize for
%05 Study. Their model, called DMP model, helps

. Training Rural Youths for Self- Employment (TRYSEM) | 1979 T
l,_ Food for Wd;fgrbzrén:;é7pwp) o L_»1_97_74 ) Y
| National Rural Employment Programme (NREP) | 1980
| RuralLandless Employment Guarantee |
. Programme(RLEGP) - 1083 T |
__lawahar Rozgar Yojana(RY) | 1989

Maha{fn:éandhi National Rural Employment
_Suarantee Scheme (MGNREGS) 3 |+ 2006 i
o . : - Development Schemes

+—Pradhan Mantri Adarsh Gram Sadak Yojana (PMAGSY) | 2010

= 2011 el 0
TS 2013 o
S e [ 20127

| Yearof launch
| e75

| 1976

us understand how regulation and economic poli-
cies affect unemployment, job vacancies and wages.

India are categorised into three classes:

Thoothukudi 99445 11344 Tirunelveli

TELE .

In Open Unemployment, unemployed persons are
identified as they remain without work. This type
of unemployment is found among agricultural
Jabourers, rural artisans and lirtgrate persons.

In Concealed Unemployment

For many are employed below their productive ca-
pacity and even if they are withdrawn from work
the output will not diminish.

It is also called Disguised Unemployment o.r Unc.ier
employment. This kind of unemployment situation
is more serious in villages than in urban areas.

In Seasonal Unemployment

Employment occurs only on a particular season
supported by natural circumstances and the re-
maining period of a year the rural people are un-
employed or partially employed.

Causes for Rural Unemployment
1. Absence of skill development and employment

2.

3.

4.

generation

Lack of Government initiatives to give required training
and then to generate employment opportunities.
Seasonal Nature of Agriculture

Agricultural operations are seasonal in nature and
depend much on nature and rainfall. Therefore,
the demand for labour becomes negligible during
off-season. So, non-farm employment opportuni-
ties must be created.

Lack of Subsidiary Occupation

Rural people are not able to start subsidiary occu-
pations such as poultry, rope making, piggery etc.
due to shortages of funds for investment and lack
of proper marketing arrangements.
Mechanization of Agriculture

Mechanization of agricultural operations like
ploughing, irrigation, harvesting, threshing etc. re-
duces employment opportunities for the farm
labour. el

5. Capital-Intensive Technology

~The eixnandingv’pri'\‘/ate industrial sector is largely

AT

found in urban areas and not creating additional
employment opportunities due to the application

, of capital intensive technologies

6_.1 Defectiyé System of Education

1.

® -Rural industries embrace all

98942 41422 Ramanathapuram 75503 52916 Ma

.. The 'bresgm system of education has also aggra-
»vated‘ the rural unemployment problem.Large

'number of degree- producing institutions has come
in‘the recent years.
Degrees should be awarded only on the basis of skilis

acquired. The unemployed youth should get suffi-
cient facilities to update their skills.

_Remedies for Rural Unemployment

Subsidiary Occupation

To reduce the seasonal unemployment rural
people should be encouraged to adopt subsidiary
occupations. Loans should be granted and proper
asrangements should be made for marketing their
products.

Rural Works Programme

Rural Works Programme such as construction and
maintenance of roads, digging of drains, canals,
etc should be planned during off-season to pro-
vide gainful employment to the unemployed.
Irrigation Facilities

Since rainfallis uncertain irrigation facilities should
be expanded to enable the farmers to adopt mul-
tiple cropping. The increased cro
creates additional demand for lab
Rural Industrialization

Pping intensity
our.

7o provide emplqyment new indus
set up in rural areas. This will open n
ployment and also change the attitud
towards work. For this, government
thing. Private sector would
sibility,

Technical Education

Employment oriented co
duced inschools and colle
youth to start their own

tries should be
ew fields of em-
e of rural people
has to do some-
not take up this respon-

urses should be intro-

gesto enable the litrate
units.

, Rural Industries

industries which are

run by rural people in rural areas.

durai 98431 10566


https://t.me/tnpscnulled

s

Suresh IAS Academy

The rural industries can be broadly classified into
a) cottage industries

b)
c) small industries

d) tiny industries and

e) agro-based industries.

village industries

Cottage Industries

These industries are carried out by artisansin their
own homes at their own risk and for their own
benefit. Artisans may combine this work with an-
other regular job.

No or little outside labour is employed. Normally,
the members of the household provide the nec-
essary labour.

These industries are generally hereditary and tradi-
tionalin character.

No or little power is used.

These industries usually serve the local market and
generally work on the orders placed by other in-
dustries.

Village Industries: Village industries are traditional.
in nature and depend on local raw-material. They
cater to the needs of local population. Examples
of village industries are gur and khandsari, cane
and bamboo basket, shoe making, pottery and
fleather tanning.

Small Scale Industries (SSls): Most small scale in-
dustries are located near urban centres.
Examples of such small scale industries are manu-
facture of sports goods, soaps, electric fans,_ foot
wear, sewing machines and handloom weaving.
SSls are also known as Micro, Small & Medium
Enterprises (MSMEs). They are defined and cat-
egorized by the Micro, Small & Medium Enter-
prises Development Act, 2006.

Agro-based Industries: These industries are based
on the processing of agricultural produce. Agro-
based industries may be organised on a cottage-
scale, small- scale and large-scale.

Rural Indebtedness

[ ]
rural people unable to repay the loan accumulated
over a period.

e Accordingto the Government of India’s Socio Eco-
nomic and Caste Census (SECC), 2015, around™73
per cent of households in India are ry[al,aof'jthese,j\
18.5 per cent are scheduled caste Households and |
11 per cent belong to the scheduled tribe} cat- |
egory. A Sd )

Causes for Rural Indebtedness ', ‘"%‘.', ¥

e Poverty of Farmers N, -3 3«\

e Failure of Monsoon ,.,_{\A}, ! =

e Litigation o »b

e Money Lenders and High Rate 6{\!2§e.re§t’

Rural indebtedness refers to the situation of the

Measures to Remove Rural Indebtedness
Regional Rural Banks (RRBs)

Regional Rural Banks came into existence based
on the recommendation made by a working group
on rural banks appointed by the Government of
India in 1975. RRBs are recommended witha view
to developing rural economy by providing credit
and other facilities particularly to the small and
marginal farmers, agricultural labourers, artisans
and small entrepreneurs.

At present, there are 64 Regional Rural Banks in
India. The RRBs confine their lending’s only to the
weaker sections and their lending rates are at par
with the prevailing rate of cooperative societies.

" Micro Finance

Micro finance, also known as micro credit, is a fi-

[ ]
nancial service that offers loans, savings and in-
surance to entrepreneurs and small business own-
ers who do not have access to traditional sources
of capital, like banks or investors.

self-Help Groups (SHGs)

o Self Help Groups are informal

" voluntary association of poor people, from the

Thoothukudi 99445 1@31A_nnmw_qwumz_ummmmm_wnf 52916 Madurai 98431 10566
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similar socio-economic background, up to 20

women (average size Is 14).

e The SHG promotes small savings among its mem-
bers. They save small amounts Rs.10 to Rs.50 a
month. The savings are kept with a bank. After
saving regularly for aminimum 6 months they lend
small amounts to their members for interest.

e Based on their performance, they are linked with
the bank for further assistance under SHG Bank
Linked Programme (SBLP) started in 1992.

e Itisa holistic programme of micro-enterprises cov-
ering all aspects of self-employment, organization
of the rural poor into self Help groups and their
capacity building, planning of activity clusters, in-
frastructure build up, technology, credit and mar-
keting. ‘

e The main objective of this programme is to bring
the beneficiaries above the poverty line by pro-
viding income generating assets to them through
bank credit and government subsidy.

e NABARD estimates In 2009-10, the number of new
SHGs having credit-linked with banks was 1.59
miltion and a bank loan of Rs.14,453 Crores was
disbursed to these SHGs.

e Further, the number of SHGs which maintained
savings accounts with banks at the end of March
2010 was 6.95 million. that there are 2.2 million
SHGs in India, representing 33 million members
that have taken loans from banks under its link-
age program to date.

e Under NABARD SHG Linkage Programme, SHGs can
bosrow credit from bank on showing their suc-
cessful track record of regular repayments of their
borrowers.

Major Features of SHGs are

e SHG is generally an economically homogeneous
group formed through a process of self-selection

o

based upon the affinity of its members. o
e Most SHGs are women’s groups with merqbe'rship
ranging between 10 and 20. .+ 4

regular meetings éndﬁ:maintain‘ records and sav-
ings and creditdiscipline. &y o Ry,
45 0, et ¢ $ X
e SHGs aré self-managed institutions characterized
by, participatory.and collective decision making.
¢ wi o | 8 P A |
Iicro Units Development and Refinanceé Agency_ .-
B('ank(MUDRA Bank) & o )
) ¥ B a ”
o"":\ MUI:‘)RA‘:gives credits tomicro, ﬂsrnjall:'acnd medium
B and'sntéijprise'MUQRA bahk started its functions
lon April 8,2015. ", "

"‘“ ') 4 K =
Thé prins:lpal objectives of the MUDRA Bank are the

following

.g.zRégulate the lender and the borrower of

microfinance and bring stability to the
microfinance system .

e Extend finance and credit support to Microfinance
Institutions (MFI) and agencies that lend money
to small businesses, retailers, self-help groups and
individuals.

e Register all MFIs and introduce a system of per-
formance rating and  accreditation for the first
time. )

e Offer a Credit Guarantee scheme for providing
guarantees to loans being offered to micro busi-
nesses.

e Introduce appropriate technologies to assist in the
process of efficient lending, borrowing and moni-
toring of distributed capital.

Rural Health, Nutrition and Sanitation

e Stillin terms of health standard, Sri Lanka is bet-
ter than India, and in india, Kerala is better than
Tamil Nadu. -

National Rural Health Mission

e The National Rural Health Mission (NRHM).was
launched on 12th April 2005, to provide acces-
sible, affordable and quality health care to the ru-
ral population, especially the vulnerable groups.

o NRHM seeks to provide equitable, affordable and
quality health care to the rural population, espe-

-
o N
e SHGs have well-deﬁne_q.rulés and by-laws, hold,

R
]

cially the vulnerable groups.

The emphasis here is on strategies for improving
maternal and child health through a continuum
of care and the life cycle approach.

ural Infrastructure

ural Housing
The problem of housing can be tackled by the de-
velopment of low cost technology in house con-
struction, provision of adequate housing finance
and provision of land sites to landless workers in
rural areas.

ural Market
The rural marketing is still defective as farmers
lack bargaining power, long chain of middlemen,
lack of organisation, insufficient storage facilities,
poor transport facilities, absence of grading, inad-
equate information and poor marketing arrange-
ments.
Rural roads in India constitute 26.50 lakh kms, of
which 13.5 percent of the roads are surfaced.
India’s road network is one of the world'’s largest.
The road length of India increased from about 4
lakh kms in 1950-51 to 34 lakh kms at present
(2018).

ural Roads
Rural roads constitute the very life line of rural
economy. A well-constructed road network in ru-
ral area would bring several benefits including the
linking of remote villages with urban centres, re-
duction in cost of transportation of agricultural in-
puts and promotion of marketing for rural pro-
duces.

Rural Electrification =%

The main_aims of rural electrification are to pro-
vide electricify té agriculturall operations and to
r- érﬁfépcé_, agricultural productivity, to increase
:f:ropﬁgd area, t? promote rural industries and to
lighting the villages.
At the time of March 2017, 99.25% of Indian vil-
jJages wgré fully éilecto'iﬁed.
. The folfbwiﬁg 20 states/UT have 100% power sup-
pljthey\are Chandigarh, Delhi, Haryana, Himachal,
] Pury'ap, Rajasthan, Daman & Die, Dadra and Nagar

'Haveli, Goa, Gujarat, Maharastra, Andra Pradesh,

Kerala, Lakshadweep, Puduchery, Tamil Nadu,
Telungana. :

Factors that affects rural Electrification

Lack of Funds: The generation and transmission
of power involves huge expenditure and the fund
allocation is low. '
Inter-state Disputes: As there are inter-state dis-
putes in managing power projects, power distri-
bution is affected.

Uneven Terrain: As rural topography is uneven
without proper connectior, develcoping new lines
are costlier and difficult.

High Transmission Loss: Transmission loss in
power distribution is almost 25 per cent in rural
areas.

Power Theft: Unauthorized use and diversion of
power are evil practices adopted by ‘affluent
people that hinders the rural electrification pro-
cess.

equirements for Rural Development
Efforts need to be made to raise farm and non-
farm rural real incomes.
Investment in basic infra-structure and social sef™
vices need to be increased. .
Coordinated and integrated programmes for solV-
ing the present problems and to achieve sustain”
able developmentneed to be designed.
Persons and leaders with an' understanding of re-
a.hty of rural problems and with the required fore-
sight vision should be consulted while designing
development programmes.
PURA (Provision of Urban facilities for Rural A™
eas) needs to be given due emphasis, without
which Indian villages cannat prosp 2i.
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Introduction

The study on human poputation is one of the most
important aspects in geography of any region.

During 1951, population growth rate has come
down from 1.33% to 1.25%. Hence it is known as
‘Year of Small divide’,

fell to 21.8% in

e Birth rate was 39.9% in 1951; it

The human population has many components but ~ ® In 1961, population of India started increasing at

* the most fundamental are its number, the rate of 1.96% i.e, 2%. Hence 1961 is known as 2011. ined from 27.4 in 1951 to
composition, distribution and density. ‘Year of Population Explosion’. In the year 2001, e The death rate has decline o ta itis clear that

fore, it is essential to study these the Population of India crossed one billion (100 7.1in 2011.‘ However, ffomh that of death rates.

L 0«;n’ts The study on these aspects also crore) mark. the fall in birth rates is less than (14.7) and Uttar
GOMERR b 0 irth rate (14.7) a
would reveal the workforce of the countsy. e The 2011 census reveals growth of youth popula- e Kerala has the Iowgs; bltf e e (29.5). West
The population of India as pér 2011 census is tion which is described as ‘demographic transition’. Pradesh has the hig tej T rate (6.3) and Orissa

e po ea .

. 1,21(;),19 milllon (1,21,01,93422),\ b. Blethrats and ceath rass ’ ?Qe;)gila:at;tehsi]gi‘gse: Among States Bihar has the
o It shows an increase of 19.31crores,from the e Crude Birth rate: It refers to the number of births hiéhest decadal (2001-11) growth rate of popula-
population of 2001. W per thousand of populatjon. tion, while Kerala has the lowest growth rate.

o Population Census of India provides the detailed ® Crude Deathrate: It I'EfEI:S tothe nun'1ber of deaths o The four states Bihar, Madhya Pradesh, Rajasthan

information about the demography of India. per thousarjd N p?pulatl.on Ciudeljthrandidesti and Uttar Pradesh called BIMARU states have very

o Along with population, we will study about the rates of India during various years. high population.

munication of India in this
tr;ns:a?rt and com : Naare as follows . e
chapter. — EE—— i gt g O " ¥ A
Population 'S.No | Term ! Defnition e b S Data for TamilNadu'__.
pmaghand - l.“ N i nmuf‘-‘vm ,’ a 14

o The total number of people residing in a country 1 Birth Rate qul;:ates t?gor:)umbe::::\;e B 15.4% (2014)
at a specified period of time is called the : births per peop Y e 0l
‘Population’ of that country. 2 Population Growth The al\/erage annual growth of 6% (

P . population
o Our population is almost equal to the combined : : ™
population of the USA, Indonesia, Brazil, Pakistan, 3 Population Density The aver.age number of people per { 555/ Km2 (2011)
Bangladesh and Japan and total population of square k|lometre_ . ] :
these six countries is 1214.3 million. 4 Total Fertility Rate The average number of chlldre.n 1.6 Birth Per
Demographic trends in India ! born per womanduring her child Woman(2016)
L T, \ ! bearing years(usually ages 15 to 44)
o Scientific study of the characteristics of popula- : | Dt S N p—
ion i Mortalit { The number of deaths under one 17 per 1000 livebirths
tion is known as Demography. 5 Infant Mortality
Size of Popul | year of age for every1000 live births . (2016)
e of Population in a year

Population Growth . 6 Life Expectancy at Birth | The average number of years an 70.6 years(2010-14)
Census | Population Average annual individual is expected to live

"“Yf-a'r—— _(“fg‘jfﬂ —_ _growtph (ate 7 Literacy Rate The percentage of people in a given 80.09% (2011)

1901 | 2 —{2 : population who canread and write
911 A : alanguage
1921 L Sex Ratio The number of femalesfor 1000 males 996:1000 (2021)

1931 A \inagiven population
1941 LW ] S | S y 0 | d th f X )

—— Census || o o \ e Inindiathe first census was carried out in the year
D51 ° Popul'étion census is the total process of collecting, 1872. But the first complete and synchronous cen-
191 “eacompiling, analysing or otherwise disseminating sus was conducted in 1881.

1971 demographic, economic and social data pertaining, ® And the 2011 census represents the fifteenth cen-
1981 at a specific time, of all persons in a country or a sus of India.
1901 ' a well-defined part of a country. e Uttar Pradesh is the most populous state in the

[ 1991 | 8433 ; . 5 S

NZ(-Jbl\ : e It happensin aninterval of ten years. tt:)ountry witha population of _19?.5 million followed

NZF—_ ~102.70 197 e The data collected through the census are used for \mvi l:\illoanf;asssh:r; (112|'3 9"1“!'0“_), .Bnhar (103.8

N 2 K 166 administration, planning, policy making as well as \ est Bengal (91.3 million) and the

Pvera period of 100 years, India has quadrupled
Its population size. In terms of, size of population,
India ranks 2nd in the world after China.
India has only about 2.4% of the world’s geo-
€raphical area and contributes less than 1.2% of
the world’s income, but accommodates about
17.5% of the world's population.
Io other words, every 6th person in the world is
an Indian, Infact, the combined population of just
It:vo states namely, Uttar Pradesh and Maharashtra
Ar:m_'e than the poputation of United States of
€rica, the third most populous country of the
World,
The Negative growth during 1911-21 was due to
r2pld ang frequent occurrence of epidemics like

C .
Olera, plague and influenza and also famines.

T
. The year 1921 is known as the ‘Year of Great Di-

vide’ ’
: ¢ for India’s population as population starts
"Cmasing_

management and evaluation of various
programmes by the government.

Distribution of Population

The term ‘Population Distribution’ refers to the way
the people are spaced over the earth’s surface.
The distribution of population in India is quite
uneven because of the vast variation in the
availability of resources.

- population is mostly concentrated in the regions

of industrial centres and the good'a\gricultural
lands.

On the other hand, the areas such as high
mountains, arid lands, thickly forested areas and
some remote corners are very thinly populated and
some areas are even uninhabited.

N

Terrain, climate, soil, water bodies, mineral
resources, industries, transport and urbanization
are the major factors which affect the distribution
of population in our country.

Thoothukudi 99445 11344 Tirunel am ‘ : Madurai 98431 10566
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combined Andhra Pradesh (84.6 million).

e These five states account for about half of the
country’s population.

e More than.one fourth of the population live only
in the two'states of U.P and Maharashtra.

e Sikkim is the least populous state of India(0.61
million). Delhi with 16.75 million population tops
among the Union territories.

e The uneven distribution of population in the
country is the result of several factors such as
physical, socio-economic and historical ones.

e The physical factors include relief, climate, water,
natural vegetation, minerals and energy resources.

e Socio-economic factors consists of the religion,
culture, political issues, economy, human
settlements, transport network, industrialization,
urbanization, employment opportunity etc.

Population Growth and Change

e The growth rate of population is an important
demographic feature.
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Suresh’ poyn Academy |
® Itnotonly helps in understanding the population e The following table shows the decadal growth rate Migration 1
change that a society has undergone in the past of population from 1901 to 2011, e Itisthe fmovement of people at um reglons and |
b:talso helps in predicting the future demographic ¢  Growth of population in India has gone through tertitorles. [t can he Internal (wl!:nl'n:) country) o 1
. Rarsciefitess famares the different phases. International (between the countries), |
Population growth refers to the change in the ¢  population of the country in 1901 was 238 million e« Internal migration doet not changge the sl of |
rmmb‘?mfil,’habmmtsofa.:oumry/territc.»ryduring and it grew to 1,210 million over a period of little population of a country butit influences the disty). |
a specified period of time. more than a century. putlon of populationina natlon. |
* The growth of population is expressed in o The following are the different stages of popula- e It plays an (mportant role in hanging the compo.
percentage and is described as the growth rate of tion growth of India. <itlon and distribution of population. In ndia, the
population. mass migration I from rural o urhin.
e Unemployment and under employment in the ry
. = ral areas are the push factots and the employment
{Growth Rate of Population In lodia) | opportunity and higher wages e
|

3
s
b e

St

‘- ..M‘:{:_

caused by the Industrlal development are the pull
factors of migration In the country.

e A5outofl21croresof peopleIn Indla are reported
to be migrants as per 2011 census, MIgrants con:
stitute about 379 of population. MIlgrants are Al
from female and 529 from male,

e Migrationls defned as the permanent of seml-por
manent change of home of an Individual or a group
of people over a slgnifcant distance from thelr

place of orlgin.

e Inthe Censusof Indla, mligration Is enumuorated on

(Census baged on every ten years)
. ' . two basls

Source: Consus of Indla 2011 |

| SE RS <

The period of High Growth with Definite Signs of

The Period of Stagnant Population (1901-1921)

() Place of birth: If the place of birth Is different

Slowing Down (1981- 2011):

e During the first phase of 20 years (1901-1921), the
population of India grew byy15 m(illion. ! e Population of India increased from 685 million to from the place of enumeration (known as ifes
. . oo ) time migrant).
e The year 1921 registered a negative growth rate of 1210 million during this phase. ]
-0.31% which happened only once throughout the e The growthrate of population decreased from one () Place of resldenco: Il the place of last reskdence
demographic history of India and is called the year census to other. This marks the beginning of a new Is different from tho place of enumeration
of Great Demographic Divide. era in the demographic history of India. (known as migrant, by place of last resldence)
The Period of Steady Growth  (1921- 1951) e Population change refers to an Increase or In India, the ‘me\sus'&of 2011 enumerated a total
e During the second phase of 30 years (1921-1951), decrease of population of an area from one period population 0'\113\ crgres, of which 45 crore people
the population of India grew by 110 million. to another period. were roportuqns\;vmlvl.runls, according to the defls
: . suitian of the placeof last resldence. Simllarly, In
The Period of Steady Growth  (1951- 1981) e Population growth is influenced by the birth rfif!:ﬁ\ A Tamil Nadu out of 7.2 crore people, 3.13 crore
e During the third phase (1951- 1981), the death rate and migration. Py ” \ ‘Tpcopllu were counted as migrants, In 201%, That
population of India grew from 361 millionin 1951  ® These three make the changes in population. Birth " s, the percentage of migrants was 37 percent In
to 683 million in 1981. rate refers to the number.of live births et fihe country, while It was at a much higher rate In
e Growth ratein this period is almost doubled when thousand people ina yearand the Q};?th ra:tu n:feR-:,“\ Tamil Nadu'at 43\F’L"‘3“"l-
compared to the previous phase of growth rate. ;‘:;T "“"llj?fﬂ?:iea‘!!‘s f’e',.‘.f}\"usf'li pe‘)p‘?:l'ia AN lx%2011‘3;7 Dbercent of the population aro counted
e This period is often referred to as the period of = raf)?d”decllne ln\de\at\h rate\lg :he r:'njo 'c;il\s\é _‘.\ asbﬂgrﬂh(s In rural arcas while the corresponding
population explosion. o &e rapid ér@\vth ofbpulatign ln'lﬁt;la \,f ¢ ‘L.“' percentage In urban Indla ls 27 percent, in Tamll
o l W 4 Wi i\ [Py % B _ Nadu, E\Igsmnls account for 4% percent In rural ar- |
K. G R RS S e o < 3 ) eas and 35 percent In urban areas, In 2011, That ;
,l P _ VSpatial patfem of population Density | Is, the mobility of population In rural arcas I
' »:""J ’-; “ﬂ °‘1,' T 1 i (\x,\_\ Ny greater than that In urban areas.
2 - - LU < e In the country as a whole, 53 pescent are female
Density Places | Density Places migrants while 23 percent are male migrants, in
Very Low Density Arunachal Pradesh (17), (365), Goa (394), Assam 2011,
(less than 150 Andaman and Nicobar |.._ (397) and Jharkhand, e To sum up, In Tamld Nadu, two out of every five
persons per sq.km) Islands (46), (414) are the states persons Is reported to be a migrant In the yoar
Mizoram(52), with moderate 2011 |
sikkim (86) Nagaland population e The largest migration corridor in the world In 2010
(120), Manipur (122), density. Assam has tea was Mexico = U.5.A.
Himachal Pradesh (123), estates, Andhra
Jammu and Kashmir Pradesh,
(124) and Karnataka and
Meghalaya (132) Jharkhand |
Low Density (150 to 300 | Arunachal Pradesh (17), |
persons per sq.km) Andaman and Nicobar High Density (500 to Punjab (550), Tamil 1
Islands (46), Mizoram 1000 persons per sq km.)| Nadu (S55), Haryana
(52), Sikkim (86) (573), Uttar Pradesh
Nagaland (828) and Kerala
(120), Manipur (122), (859) The unlon :
Himachal Pradesh (123), territory of Dadra and
Jammu and Kashmir Nagar Havell(698)
&2‘;’}\:";; i Very High Density West bengal (1029), . (T’:r\ti':\n;:llrcdtlurn'lms the longest migration distancé
(greater than 1000 Bihar (1102), o n the world, ]
Moderate Density (300 to| Gujarat (308), The persons per sq km) Lakshadweep There are two types of migration:
500 persons per sq.km.) combi_ned Andhra (2013), Daman and Diu Internal Migration
i;?—:::k:a(gig), (2169), Puducherry . :\23 :\r&o:ﬁl:;fr\tﬂof people within a country 1. ':::
Tipura (350), {2598), sl I;ll‘grn‘t'l (;.nstrlcts, villages, etc Is called as
Nidheriit - Chandigarh (9252) and | '
Delhl (11,297). nternational Migration
[ s e R e The movement of people from one country (0 an
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othef, 9CTOSS international borders is called as In-
wmanonal migration.
[m"ﬂﬁon - means moving out or to leave 3 place

\mmigration - means to enter or come into 3 new
country for the purpose of settling there,

‘;"ush Factors of migration
e Jobs and few opportuniti
“imufficient jobs and few opportunities
5 tive conditions
{ PAMENV —

r’()’;sertificanon
| ——————
rﬁ;vew or forced labour
| e

fre T

QMC?ESA —_— ‘Begr health care
| Death threats |____Security
pollution el — Clean environment
"poor infrastructural facilities | Better infrastructural facilities
@i_n_g Education
E Natural Disasters Living Stability
War Industry

I Better living conditions
. Fertile land
. Socio economic independence
—

Push and pull factors of migration

tion. Given below are

some of the
factors of migration. push and pull

Pull factors of migration
Better job opportunities

g

Lack of political or religious freedom

population composition

Population composition refers to the characteristics
such as age, sex, marital status, caste, religion,
language, education, occupation etc. The study of
composition of population helps us to understand the
social, economic and demographic structure of
population

Age composition

¢ The age composition of population refers to the
number of people in different age groups in a

country.
Itis one of the most basic characteristics of a
population. It helps us to understand the
proportion of population in dependent and
independent category.

Population of a nation is generally grouped in to
three broad categories.

InIndia, the children who has less than 15 years of
age constitute 29.5% and the people above 60
years constitute 8.0%. '
So,the dependent population in India is 37.5% and
the Independent population (16 - 59 yrs) is 62.5%.
It shows that our country has enormous
manpower, {
Density of population

It refers to the average number,6f persons’ resid-
Ing per square kilometre. It represents-the man-

¥

C.

i W

v

P
land ratio, {
Density of population

Total population

Political and religious freedom

® According to 2011 census, the sex ratio of the
country is 940 females per 1000 males.
® This suggests that the size of female population is
lower than males.
Census Sex ratio
year (Number of females
per 1000 males)
1951 946
2001 933
2011 940
The recent census (2011) shows that there has
beena marginal increase in sex ratio. Haryana has
the lowest sex ratio of 877 (2011) among other
women as compared to other States with 1084
females per 1000 males Y4
e e T A
¢ Only in the state of Kerala and the union territory_

of Puducherry the sex ratidis greater 'than‘\1000. =
It is 1084 in Kerala and 1038 in Puducherry. . _
The lowest Sex ratio, is-recorded‘in the union Y
territory of Daman and Diu. (618). .

o The. fatio be'tvgee:n the 'e:conomicalli_activé and

economically inactive '6f po‘pulati‘bn is termed-as’

| Dependency Ratio. &
Life expectancy atbirth ™ .
. It refers to_the mean expectation-of life at birth,

I7'!fe ex’;‘)ecté‘ncy has improved over the years.
Life expectancy s low when death rate is high and
/ orinstances of early death are high. On the other

N’ ; “whand, life expectancy is high when death rate is
< o 8 i
Land area of the region & » _/,j low and / or instances of early death are low.
E'\"iﬂpopulatlon ‘{\ . pd Life Expectency :
t Year Density of population Year Male | Female | Overall
(No. of persons per sq. km) 1951 32.5 31.7 32.1

1951 117 1991 | 586 | 59.0 | 58.7
el T ags 2001 | 616 | 633 | 625
L2 382 2011 | 626 | 642 | 635
1] ——

JN“' - .
;lst before Independence, the density of popula-
O was less than 100, But after independence.

2‘0*?15 increased rapidly from 117 in 1951 to 325 in

Accordin

B t0 2011 census, the present Density of
Populaty

on is 382,

’E(IZI::;' Wgs[ Bengal, Bihar and Uttar Pradesh have
Blha”y higher than the India’s average density.
Couny, ¢ lh.e most densely populated state in the
| ed?,’ Wwith 1,102 persons living per sq.km fol-
hag lowy:v es? Bengal with 880. Arunachal Pradesh
SQ‘Ritio €nsity of population of only 17 persons.
.

Sex
1oo 0 Is defined as the number of females per
m

indic 3le population. This is an important social
:t"" to measure the extent of equality
time N Males and females In a society at a given
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(Source: Registrar General of India)
During 1901 - 11, life expectancy was just 23 years.
It increased to 63.5 years in 2011. A considerable
fall in death rate is responsible for improvement
in the life expectancy at birth. However the life
expectancy in India is very low compared to that
of developed countries.

Literacy Rate

o The people who are able to read and write are
known as literates. It is an important indicator of
quality of people. The percentage of literate people
to the total population is termed as literacy rate.

Census | Literate | Males | Females

year persons
1951 183 27.2 8.9
2001 | 648 | 753 | 537

2011 74.04 B}.Ul B65.5
;;T;ere has been a steady improvement in the

INTIZ21 MW / 145 Academy

literacy levels in India. India’s literacy rate as per
2011 census is 74.04%.

From this, the literacy rate of male is 82.14% and
the female is 65.46%.

It shows that still there is a vast gap (16.68%)
between the male and female literacy rates.
Kerala ranks first in the country with a literacy rate
of 93.91% followed by unmion territory
Lakshadweep with 92.28%.

The lowest literacy rate is found in Bihar (63.82
%).

Occupational structure

The economically active part of a country’s
population is enumerated during the census
operations and stated as workers.

Workers are placed under three fold categories in
census record.

They are main workers, marginal workers and
nonworkers.

According to the Census of India, all those who had
worked for the major part of the preceding year
(at least 6 months or 183 days) are recorded as
main workers.

Those who worked for less than six months are
recorded as marginal workers and the people who
have not worked at all comes under non workers.
Work participation rate denotes the percentage of
total workers i.e., total main and marginal workers
to the total population in an area.

The work participation rate in India is 39.79% in
2011, out of which the work participation rate of
male is 53.25% and the female is 25.51%.

From the workers, main workers constitute 75.23%
and the remaining 24?7% of the people belong to
marginalworke].rs.{_ i

Population Dynamics \J,‘"
= Y £ O\ 3 = R
states, while Kerala provides better status to..® Human population dynamics is a field that tracks

B

X

&

&

fa;ctorsiljel_;‘l‘_ted to‘“s:hanges in the size of population
and its characteristics.

Predicting :pppulaglon changes is an important
aspect qf‘pdpulation studies. The demographic

x‘tFe‘gd affects the economic, social, and

environmental systems.

An incredse in human population can affect the

/quality of natural resources like biodiversity, air,

land, and water.

The size of Population and characteristics
undergoes changes constantly.

These changes are reflected clearly in every other
aspect of our country.

Problems of over Population

In India, growing pressure of Population on
resource base, created many socioeconomic,
cultural, political, ecological and environmental
problems.

The Population problems vary in space and time
and differ from region to region.

Some of the major issues created by the
overpopulation in our country are overcrowding,
unemployment and under employment, low
standard of living, malnutrition, mismanagement

of matural and agricultural resources, unhealthy
environment etc.

Urbanization

The process of society’s transformation from rural
to urban is known as urbanization.

The level of urbanization of a place is assessed
based on the size of population of the towns and
cities and the proportion of population engaged in
non agricultural sectors.

These two are closely linked to the process of
industrialization and expansion of the seéondary
and tertiary sectors of economy.

Urbanizationin India

The level of urbanization is measured in terms of
percentage of urban population.

The level of urbanization in the country has
increased more than three times from 1901 to
2011.
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The percentage of urban population of India was
27.82%in 2001 and it rose to 31.16% in 2011 shows
an increase of 3 % in a decade.

The level of urbanization varies widely among the
states. Goa is the most urbanized state with 62.17%
of urban population.

Himachal Pradesh is the least urbanized state with
10.04% of urban population.

Among the Union territories, Delhi is the most
(97.59 %) urbanized region followed by Chandigarh
(97.25%).

Among the major states, Tamil Nadu continues to
be the most urbanized state with 48.4% percent
of urban population followed by Kerala (47.7%) and
Maharashtra (45.2%).

As per 2011 Census, there are 7,935 towns
(statutory and census) in the country.

The number of towns has increased to 2,774, from
2001 census.

In 2011, 475 Urban agglomeration (UAs) with 981
outgrowths (OGs) have been identified as Urban
Agglomerations as against 384 UAs with 962 0Gs
in 2001 Census.

Out of 468 UAs belongs to Class | category, 53 UAs
have the population of one million and above each
and these urban centres are known as “Million
Cities”.

These are the major urban centres in the country.
Among the Million Cities, there are three major
Urban Agglomerations with more than 10 million
population each and are known as “Mega Cities”.
They are Greater Mumbai UA (18.4 million), Delhi
UA (16.3 million) and Kolkata UA (14.1million).

Impact of Urbanization

Urbanization and population concentration go
hand — in — hand and are closely related to each
other.

A rapid rate of urbanizationin a society is taken as
an indicator of its economic development.
Urbanization is increasing rapidty in the developing
countries including India.

Rural to urban migration leads to population
explosion in urban areas.

Metropolitan cities like Mumbai, Kolkata and Delhi
have more population than that can accommodate.
The urban population of India had already crossed
the 377million in 2011, which is more than the'total
population of USA. . % 4 |

By 2030, more than 50% of India’s population is )

expected to live in urban areas. The following are
the major problems of urbanization in India.,

- It creates urban sprawl. . = Y

- It makes overcrowding in urban centres.

- It leads to the formation ofyslurr‘as.

It increases traffic congestién_]n cities.

- It creates water scarcity in cities.

- |t creates drainage problem.

It poses the problem of solid waste
management.

- ltincreases the rate of crime.

Human Development

Dr. Mahabub-ul-haq defined as “it is a process of
enlarging the range of people’s choice, increasing
their opportunities for education, health_care,
income and empowerment.

It covers the full range of human choices from a
sound physical environment to economic, social
and political freedom”.

Human Development Indicators: (as per UNDP)

.

Population trends, health outcomes, education
achievements, national income and composition
of resources, work and employment, human
security, human and capital mobility,
supplementary indicators: perceptions of well-
being and status of fundamental rights treaties are
the human development indicators.

Measuring of‘Human Development

f-luman Development Index (HDI) is a composite
index focusing on three basic dimensions of human

Thoothukudi 99445 11344

It leads to shortage of houses ir_)yrban ;-ireas. :

development: i) Health - Life expectancy a't birth
ji) Education - Expected years of schooling for
school age children and average years of schooling
for the adult population. jii) Income - Measured by
gross national income and percapita income.

Human Development Classification
e HDI classifications are based on HDI fixed cut off

Population'Grow‘th And Di

Population Growth

The world population probably reached 500 million

by 1650 and has since gorwnatar increasing rate.

e Theworld population first reached 1 billionin 1804 .
_The second billion was added after 123 years in. @

1927.
e Since 1950, the rise in population has been rapid.
Year | World Time taken L]
' population to add the
l in billion °
| | | mextbillion
1804 | U I
T927 | 2. | 123yrs
e0 | 3 | 33 | °
| 1974 | 4 | . 14 i ¢
1987 | 5 R
1999 | Ei'_,, — 12 _oaeg
2011 | 7 12 *

e The growth of population or the natural increase
of population depends on the birth rate and deat =

rate.

e Bath rate is the number of live births in a year for
every 1000 women in the total population.

e Death rate is the number of deaths per 1000 live
births. y

is termed as grown rate.

population Distribu .
jon distribution refers to the pattern of

which are derived from the quartiles of
gg’t?lt;Lﬂons of the component indicators. The HDI
of less than 0.550 is used for low hun‘1an
Jopment, 0.550 - 0.699 stands for medium
develop™  / ment,0.700 -0.799 for high human

man develop!
zzvelopment and 0.8 or greater for very high

human development.

stribution

The difference between birth rate and death rate

When birth rates are higher than death rates, the
population will increase.
When the birth rate is low and the death rate is
high, the population will decline.
tion and Density

Populat
spread of people o the Earth.

About 90 % of the Earth’s people live on 10 % of
the land.
Population density is define

people persq. km.
It is calculated by dividing the number of people in

a country by the area of that country.

The tiny country of Manoco has a population
density of 16,779 people per sg.km.

However Monaco has very high density because it
is extremely small in size ( 1.95 . sg.km)
Bangladesh is considered the most densely
populated country, with more than 1,069 people

d as the number of

per sq.km.
Moﬁ‘golia is the world’s least densely populated

“country with only 1.7 people per sq.km Australia
\is second with 2.9 people per sg.km.

i) Climate

i grow crops , e.g. Indi

iii) Resources

Physical Factors il _High Density

A) Physical Factors f Lowland which is flat. |

i) Relief (shape and ! example Ganges Valley
height of land) L in India

e

Areas with favourable
climate tend to be densely
populated as there-is
! enough rain and heat to

P 1

| Areas rlch in resources ! Areas with few
\ (Eg. Minerals, fuel, forest,
| fish resources) tend to

! be densely populated.

% Low Density

|4 . g
High land that is- mountainous ;

| e.g. Himalayas.

! Areas with extreme

climates are sparsely
populated ; Eg. the
hot deserts such as
Sahara and the
extremely cold areas °
like Greenland.

|
|
a. \
|

resources tend to be
' sparsely populated -
e.g..The Sahel in

: i Eg. Western Europe. ‘ Africa.
B. Human factors o Bt
i) Political Countries with stable Countries with unstable
government tend to have governments tend to
high population density ; have lower population
example : Singapores densities as people
| Mmoveaway;esg. Afghanistan.
ii) Social Groups of people prefer Other groupswc;f_; |
to live close to each other people prefer to be
for security ; | isolated ;e.g. -
[ _Scandinavians 1 |
iii) Economic ; Good job opportunities I e |
j oo encourage high population i |
densities, particularly in ] Limited job opportunities
large cities in both the ] cause some areas to
more - , economically be sparsely
developed countries populated ; e.g.
(EMDCS) (exaple : Tokyo ’ Amazon Rainforest
and less economically I
| developed countries |
L (ELDCs) (examle : Mumbai) i
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g in an area together are knwon as

eOPle livin % =
The study of population is known as

’ population.
demogmphv-
Jlation of Tamil Nadu
i er2011Census, the population of Tamil Nadu
. as3bout 7 21, 38,958 of which 3,61,58,871 was
wales and 3,59, 80, 087 was females.
Tmamil Nadu as 3 whole has 5.96 % of the total
) national population (India).
The Census of India, a central governmental
organisation, is engaged in collecting, taboulating
and publishing all statistics related to poputation,

once in ten years:

Demosraphv Indices
girth and death rates for Tamil Nadu for the year

2006 is 15.9 and 7.6 per thousand population,

7 Tamil Nanui-Pbpuiavti;ﬁv . e

Suresh

orld Religl ous aa

every year
21 May

BT e diversity day
respectively. Infant mortality rate has reached 37 Settlement eople live
y e Settlementis aplace where peop involved pre-

to 1,000 live births by 2006.

Distribution of population °
e Chennaipossesses the larges share of 6.4 % of the
total population of Tamil Nadu.
.

® Perambalur has the least population of ( 0.078 %).

d. Sex ratio

e Itrefers tothe number of females per 1,000 males.

f. Literacy ratio

e In 1951, only one-fourth of the ,males and
one-twelfth of the females were literates. Thus, o
on an average, only one-sixth of the people of the
country were literates.

e Kerala has the highest literacy ratio (92%) followed o
by Goa (82%), Himachal Pradesh (76%),
Maharastra (75%) and Tamil Nadu (74%). Bihar has
the lowest literacy ratio (53%) in 2011.

Population and Settlement

The major world Human races are -
¢ Caucasoid (European)

o Negroid (African)

» Mongoloid (Asiatic)

o Australoid (Australian)

CAUCASOID

NEGROID

Do you know i

* Human geography is the study of Mari and his'sur-
roundings to the natural environment

Negroid i e

¢ Negroid have the dark eyes, Black skin, black wooly
hair, wide nose, long head, and_ thick lips. They
are living in different parts of Africa. :

Mongoloids ) N,

? Th_e mongoloid race is commonly known as the
Asian-American race. The mongoloid have the light
vellow to brown skin, straight hair, flat fice, broad
he.ad and medium nose. Such pebple are found in

Au Asia and Arctic region

straloids
: :UStraloids have wide nose, curly hair dark skin,
nd short in height. They are living in Australia
and Asia,

Races of Ingia
',:::f s said to be one of the cradle lands of hu-
tion C.IVlhzat.;on_ The ancient Indus valley civiliza-
Dravig" lndlia.was believed to have been of

* The Dr'a'_‘ origin in northern India.
|nd&Aa"'d'3" people were pushed south when the
fiated ryan came in fater. South India was domi-
chers oy the three Dravidian kingdoms of the

@, the cholas, and the pandyas. The Dravidian

Iangua
-Uages are Tami
ana Tujy il, Telugu, kannada, Malayalam

REligion
Religj
8'on means a particular system of faith and

Worshj ) g
Sociel:;?' which brings human being with human

a
sification of Religion

MVersalizing Religions

b) gy Sl3NItY, Islam and Buddhism.
Ric Religions

‘c) "\Tribal or Traditional Religions

Causasoid

e The Caucasoid is known as European race. This
group is the one with fair skin and dark brown
eyes, wavy hair and narrow nose. The Caucasoid

are also found in Eurasia. ®

MONGLOID AUSTRALOID

% Judaism, Hiduism and Japaﬁ'ese Shintoism. pi
r 1

Animism, Shamanism and Shaman. ®

Place of worship

Dispersed Settlements

A rural settlement is a community,

dominantly in primary
ture, lumbering, fishing @
An urban settlement engage_a .
secondary and tertiary activities,
tries, trade and panking.

activities such as agricul-

nd mining. '
sin predominantly in
such as indus-

patterns of Settlements
Compact settlements

ted
Compact settlement is also known as nuclea .

settlement. o
In this type large 3 number of houses are buil

very close to each other such settlemgnt develop
along the river valleys and fertile plains. i the
In India compact settlements are foun |r?
northern plains and the coastal plains of peninsu

lar India.

Dispersed settlements are generally found. in the
areas of extreme climate, hilly tracts, thl(.lk for-
ests, grasslands, areas of extensive cultivation. _

In India this type of human settlement is found in
the northern kosi tract, the Ganga delta ,the Thar
Desert of Rajasthan and the foot hills of Himalayas

and the Niligris.

Factors Influencing Rural Settlement

Nature of topography
Local weather Condition
Soil and water resources
Social organisation
Economic condition

attern of Rural Settlement

Ina Linear settlement, houses are arranged along
the either side of a road,railway line, river (or)
canal,the’edge of avalley,etc., e.g. the Himalayas
the Alps, the Rockies.”
The rectangular settlements are almost straight, meet-
' ing eachother at rightangles. Suchasettlementis found
in plain areas (or) inter montane plain.
E.g.,Sutlej. Houses built around a central area are
known as Circular: pattern of settlements. Such
\settlement develop around lakes and tanks.
The. Star like pattern of settlement develops on
the sitesand places where several roads converge
and houses spread out along the sides of roads in
all directions.e.g. The Indo — Ganga plains of
Punjab and Haryana.
lgrim settlement
Pilgrim settlement may come up around a place
of worship(or) any spot with a religious 'signiﬁ—

| Religion | 0
. Buddhism Vihara cance. E.g. Thiruverkadu in Tamil Nadu.
“Christianity Church Wet Point Settlement
Hinduism Temple e Awet point is a site with reliable supply of water
- Islam Mosque ' from wells, tank, river, spring (or) pond in an area.
Jainism Basadi Dry Point Settlement
Juadism Synagogue e Such settlements are found in the coastal plains
Zorogstrianism Agivari of Kerala and deltas along the east coast of India.
Language Town .
e Language is a great force of socialization. e Town is a general name for an urban place, usu-
Languages in the world allya se_ttlement meeting a prescribed minimum
e  Tamil e Hindi population threshold. Population more than 5000
e Chinese e  English _ people.
e  Spanish e Portuguese City . _
. Russian e Arabic e InIndia an urban place with more than one lakh
e  German populationis considered as a city (Population more
Languages of India than 1,00,000).
e The national language is Hindi, 22 major language Mega city
e A mega city is a very large city typically with a

were spoken by about 97 percent population of
the country.

e India follows, kashmiri Urdu "Punjabi, Hindi
Rajasthani, Gujarati, Bengali and Assamese etc.,
these language are followed in North India. The
main language of the Dravidian family are Tamil,

popufation of more than 10 million people. A mega
city can be a single metropolitan area. E.g. Can-
_ton, Tokyo, Delhi, Mumbai are some of the ex-
amplles of megacities.

World Health Organization

Telugu, Kannada, Malayalam etc., These languages  ® (WHO) suggests thatamong other things a healthy
are mainly spoken in southern India. city must have
“Date Event _ e AClean” and “Safe” environment

11" July World papulation— e Meets the basic needs of “All” its inhabitants

B day Y e Involves the “Community” in local government
21 February international e Provides easily accessible “Health service.

mother language Megalopolis

g % o L day e The word megalopolis is given for a large

Third Sunday In January conurbation, when two or more large cities whose
H total population exceeds ten million.
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® The region made up of cities between Boston and
Washington D.C is a well-known megalopolis.

® InIndia, Kolkata is the largest urban area which is
a megalopolis. Gandhinagar, Surat, Vadodara,
AR_ajput in Gujarat are the important megalopolis
cities in India.

Conurbation

e AConurbation is a region comprising of a number
of cities, large town, and other urban areas that
through population growth and physical expan-
sion have merged to form one continuous urban
(or) industrially' developed area.

e West Midland in England, the Ruhr in Germany,
Randstad in the Netherlands are example of
conurbations.

e Mumbaiin Maharashtra, Gurgaon, Faridabad in
Haryana, Noida in Uttar Pradesh are the
conurbation cities of India.

Satellite Town

e Asatellite town is a town designed to house the
over population of a major city, but is located well
beyond the limits of that city. Satellite towns are
generally located outside the rural urban fringe.

e Satellite towns occasionally presenta look of twin
towns such as Dehri and Dalmianager in Rohtas
district of Bihar. They may be connected with
roads. For e.g. Patna, Barauni, Varanasi and
Hajipur.

Smart City

e In an urban region, a city which is very much ad-
vanced in terms of infrastructure, real estate, com-
munication and market availability is called a Smart
City.

e The first ten smart cities of India are
Bhubaneshwar, Pune, Jaipur, Surat, Ludhiana,
Kochi, Ahmedabad, Solapur, New Delhi and
Udaipur.

e Tamil Nadu has 12 major cities to be transformed
as smart cities. They are Chennai, Madurai,

Tirunelveli, Tiruchirappalli ,Thanjavur, Tiruppur,
Salem, Vellore, Coimbatore, Thoothukudi, Dindugul
and Erode.

Education

a. Education in India

e Imparting education on an organized basis dates

back to the days of ‘Gurukul’ in India. Since then
the Indian education system has flourished and
developed with the growing needs of the economy
The Ministry & Human Resource: Development\
(MHRD) in India formulates educatron polrcy in In-

!

dia and also undertakes educatron programs i

b. Education system in India ‘{
e Education in India until 1976.was the responsrbrl-

ity of the State governments. ", %

e It was then brought under concurrent Irst (both g

Centre and State). The Centre is represented by
the Ministry of Human Resource Development
decides the India’s education budgeb\

The education system in India consists of primarily six 3.

levels:

1. Nursery Class

Primary Class

Secondary Leve!

Higher Secondary Level

Graduation )

Post-Graduation

¢. Education Institutions in India:

e Education in India follows the 10+2 pattern. For
higher education, there are various State run as
well as private institutions and universities provid-
ing a variety of courses and subjects.

e The accreditation of the uriversities is decided
under the University Grant Commission Act.

e The Education Department consists of various
schools, colleges and universities imparting edu-
cation on fair means for all sections of the society.

e Thebudget share of the education sector is around
3% of GDP, of this largest proportion goes for school
education. However, per pupil expenditure is the
lowest for school students.

Definition

e One who can read and write some language is ‘lit-
erate’. UNESCO has defined a literate person as

ov s W

¥

Rural Urban
Rural areas have predomrnantly
primary activities (agncu_ltl,lre)
Sparsely populated
Villages and hamlet |

Agrrculture works
Simple and relaxed life

Growth Rate (per thousand)

Districts with Highest Population

Districts with Lowest Population

Population Density (per sq km):
i Maximum‘Densitv

Minimum Density

| Total Populatlon - ____',_'g§§9,5_8__

Male __EQI_S_SQL/

Female 35980087 _———

Crude birth rate (per thousand) _QL/-_/——-“

“Crude death rate (per thousand) 7.4 e
8.3 ——

(Chennai, Kancheepura
(Perambalur, The Nilgiris,
555 (2011), 480 (2001)

‘| chennai (26903);
Kanyakumari (11206)

The Nilgiris (288);
Thiruchirappalli (602)

L
Urban areas have domination

of secondary and tertiary.

Densely populated .

Cities and towns__
Wuﬂtural [ works

Fast and comphcated Irfe

e

R
(industries)

ry BCIIVIIIES

[ ———
———

-

————
./__——_

SR

m, Vellore an and Thiruvallur)
Arlyalur ir and Theni

Sex Ratio (per 1000 males)

095 females (2011)
987 females (2001)

District with Highest Sex Ratio

The Nilgiris (1041 females)
Thanjavur (1031 females)
Nagapattinam (1025 females)

District with Lowest Sex Ratio

Theni (900 females)
Dharmapuri (946 females)

Child Sex Ratio (0-6 age group)

946 female children (2011)
942 female children (2001)

The Nilgiris (985), Kanyakumari (964)

District with Highest Child Sex Ratio

Cuddalore (896); Ariyalur (897)

District with Lowest Child Sex Ratio

Literacy Rate

80.33% (2011)
73.45% (2001)

Male Literacy

86.81% (2011)
82.33% (2001)

Female Literacy

73.86% (2011) _ _
64.55% (2001)

District with Highest Literacy
District with Lowest Literacy

“Kanyakumari (92.14%); Chennai 90.33%)
Dharmapuri(64.71%; Ariyalur (71.99%)

b) Education

"one who can wrth understandmg both read and

write a short<simple statement on: hlS every day
life”. Followrng UNESCO the Census commlssmn
=in, lndla in-1991 also ‘defined ‘Ilterate person as

e onewho can'read and’ ‘write wrth understandmg

i in‘any Indian. Ianguage, and not merelv read and

* write. Those who ¢an, read but cannot’write are
¢ not ||terate Formal educatron in a school is not
7,‘: necessary for a person to.be considered as liter-

\ate 4 ) ]

Eradrcating literacy policy

e Eudcation was one of the important factor of ev-

..~ety stage of human life. Following are the impor=

tant facts of Eradicating literacy policy

1. National Adult education Programme

2. Rural Functional Literacy Programme

National Literacy mission

4. Education for all

5. Samacheer '

_National Adult Education Programme (NAEP)

e The NAE programme was launched on October 2,
1978 with the aim of providing education and pro-
moting literacy among all illiterate persons, par-
ticularly in the age group of 15-35 years. The
programme is a joint and collaborative effort of the
central government, state governments, union ter-
ritory administrations, voluntary agencies, univer-
sities, colleges and youth centres.

International Literacy

International Literacy Year - 1990

e To give importance to the Education, UNESCO de-
clare 1990 year as Literacy year.

e OnJanuary 22, 1990 our prime Minister calls upon
allthe students to participate and to spread literacy
toall.

e The RFLP was launched in May 1986 by involving
the NSS and other student volunteers in colleges
and universities on the principle of “Each One
Teach One”. Starting on a modest scafe of 2 lakh
}/olunteers, it went up to 4.50 lakh in 1990 cover-
ing over 4.20 lakh learners.

Thoothukudi 99445 11344 [TFEEfF(s RIS 1420 RMBBEEOLLED 2916 Madurai 98431 10566
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The programme has been desrgned keeping in view

the needs and Ianguages of the learners. The gov-

f ernment has selected 40 districts to improve the

" quality of adult education. It is only after evalua-

tion of the impact that the programme will be
taken upin a big way to spread literacy in the mini-
mum possible time.

National Literacy Mission (NLM)

Total Literacy Campaigns (TLCs) all over the coun-
try in a phased manner. The NLM was launched in
May 1988 to achieve the goal of imparting ‘func-
tional literacy’ to 80 million illiterate persons in the
15-35 age group by 1995.

The Mission, thus, aimed at achieving 80 per cent
literacy in 1995 in comparison to 36 per cent in
1981. The NLM aimed at involving the youth and
voluntary agencies in the programme. In 1990,
there were 513 projects in operation in various
states and union territories.

Education for all (2001) from 1991

Government scheme from 1991 eradication of il-
literacy have not given deisre result. In Short, we
see that the number of illiterate people keep in-
creasing in every census.

National Education Policy 1986

In 1980’s Central Government wants to imprové
education Standard . So new National Education
Policy was introduced.

In 1985, New Education Policy report consists of
119 pages had been submitted inparliament in the
month of August.

Important features of New Education Policy
Education Reform Committee

Quality Education

National Units

Disciplinary action

To improve vocational studies

To improve the standard of Young generatron
Sallent features of National Educational Policy

1. 10+2+ 3 introduced all over the country

I B
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Adult education Program with vocational Edu-

Suresh’
1000 were educated in male.

2.
cation . Zztt“:;;:;‘\mlttee. Itintroduced 10+ 2 + 3 through- e 868'person out of
3. Enhancing the value.: _Of education ® The ne il But 738 out of 1000 were educated in Female. In
4. Increaseé accountability of teachers pf;asis w ehducatlon policy , 1986 mark great em- Tamilnadu Kanyakumar? District. Large number of
5. Separting derees . Nationgrgdumap development. males and females were literate male 965 and Fe-
5. Reforms in Examination vislonsof b ucation Policy, 1992 has led to the pro- male 875 out of 1000 were literate.
7. |mportance to sports P of basic amenties through Black Board Pro- Measures Adopted for Eradicating llliteracy
g. Equal opportunities for women, depressed Tamil Ed. e Gram Shikshan Mohim -2 movement for literacy
people and others in Education A) pri ucaonSystem in the rural areas started first in Satara distric of
. Redesigning Higher Education in Social needs o KanT:rra\j{:rdi:i;ﬁon . Maharashtra in 1959 which was later exter-lded ®
gradication of lliteracy by central Government of ele e main contributor to the progress other parts of the state. The programme aimed at
. in 1948- 49, the university Grants commission has e  In Eleﬁee:::ry et‘ijucatlion. imparting basic literacy skills withing a period of
{4, itwould raise the level of literacy thro & ry education, all children were given four months.
::‘cular education. et ver N the opportunity to go to school. e Farmer’s Functional Literacy project (FFLP) -
D cation policy has Introduced the Sarme system Elementary Schools have been started in all vil- started in 1967-68 as an inter-ministerial project
’ 10+ 2 + 3 of education throughout the country |ages... for farmers’ training and functional literacy. The
o National Education policy made elementary edu- S ‘Nutritiousmes|schereand bugpass\as provided project aimed at popularisation of high yielding
cation compulsory. by Tamilnadu government. varieties of seeds through the process of adult edu-
. Theintroduction = rihe intomidleducationsystem . Tam’ilnadu government follows Sarva Siksha cation in 144 districts.
led to the steady stream of students. 8) ?bhlvadan (SSA) along with central government. e Non-formal education (NFE) - launched in the be-
. T‘he Nationz.al Educati‘o'n policy has led to the pr?vi- ] SZEZ:d::: E::z:::z: is the bridge that connects Elsn-glsn%/::rfslﬁh fve yesn s the sge gt "
;'Z:rgfpt::;:‘;:qr?:r;gg;s to school through Black between elementary and higher education. e Functional Literacy for Adult Women (FLAW) -
Elementary schooi edu;:ation has grown by Mini- ® Vf’cati°n3| Education were also introduced to pro- Started in 1975-76 in the experimental Integrated
' ina level (MLL) i i M|n.| vide employment opportunities. Child Development Scheme {ICDS) project areas.
r1n9u9r111 learning level (MLL) introduced by Dhave in e Rastriya Madhyamic Siksha Abhyan were intro- The scheme included a component which enabled
s . . duced. lliterate adult women to acquire functional skills
e Sarva Suks_ha Abhiyaan (SSA) implemented V"’ith the ) Teacher’s Education: ::Ic:n; t:itah Iiltteracy, to gainqbetter awareness of
COOPEF.atlon of the de?velopmerrt community. e District Institute of Education and Training centre health, hygiene, child care practicesand in the pro-
s According to Sarva Siksha Abhiyaan, all students were establishing in all 32 districts of Tamilnadu. cess facilitated attitudinall changes. ,
were should be given elemeptary education by D) Higher Education e National Adult Education Programme (NAEP) -
2010. . i e Tamilnadu is leading state in India by providing Launched on October, 2 1987. This was the first
Eradiction of llliteracy by Tam.llnadu Government higher education system. programme in India taken up at macro level to
o All Children must be admitted to the school. Ac- e It provides rural students to access to college and eradicate illiteracy through project approach. [t was
cording to Sarva Siksha Abhiyaan, all students continuity of their education. amassive programme aimed at educating 100 mil-
should be given elementary education by 2010. e  Government aim to riase 11.72% from 25% in lion non-literate adults in the age-group of 15-35
o Male - Female literacy should be reduced. higher education. years within a timé frame of five years.
e Rural Functional l.iter‘a_cy Project (RFLP) - The ob-

Primary Schools should be created in cities with

Samacheer Education

samacheer was introduced in 2010-11

jectives of the scheme were: to impart functional

the population of over 300. .
o The Government of Tamilnadu has been working e The Government of Tamilnadu has introduced the __. literacy to all illiterate persons in 15-35 age group

on a program to educate everyone. Symmetric education system in all the Schools By 7;_ \A}ho ar'é Iivfng inthe rural areas by organising speci-
o According to 2011 census, literacy rate is 80.33% combining the four modes of Education - Matricu- ) fied number of literacy centres in accordance with

, Men 86.81% , Female 73.86%. lation Education system, Anglo, Indfan Education’ #”" the norms and gliidelines issued by the Depart-
Elementary Education our Basis rights System, State government system and oriented™- r\jent of Edﬁ@atioh,_ Ministry of HRD from time to
o The 86th Amendment of the consistituion passed Education system. f P W time. )i

in Parliament in 2002, provides right to Education e Committee was headed"by‘ Muih_'uk‘uma_ran in the Corﬁpuger Litéracy Programme (CLP)

for all children. year 2007 .t T G = ) ® The'Computer Literacy Programme was initiated
¢ Right to Education Act was passed in 2009. Literacy f-" 2y :4 ( ; o a in 2000-2001 by the Government of Tamil Nadu in
¢ It came into force on April 1, 2010. According to o;-." The literacy rate o’fTami‘lnadu haslntr_oduced three_ # allthe Government Colleges to make all the Under

5 | s Graduate non computer students Comp‘uter Lit-

»
?

this age 6 - 14 years children to receive fre%{a’ﬁﬂ

)

times ffom 1951/to 2041. . )

compulsory education. e \fl. %Accci{dirfg to 2011° census, litef«igv"/r.ate of eracy.

¢ University Grants Committee was sétup undenthe % qamilﬂadd;_lis 80;\3._’,\%.. Sy s - Financial literacy programme

head of Dr. RadhaKrishnan in 1948. p \‘o ‘e Lowest Literacy ratéw,Dharmapuri (64.7%). e The National Stock Exchange (NSE) of India Lim-
& der o Fﬁghe;t litéracy rate - kanyakumari (92.1%) ited in association with the school education de-

e

Secondary Education Committee wassetup un
.

o 4
nder Dr,

}; y

Dr. A Lakshmana Mudaliar in 1953.

National Education Committee wasgetup U

D.S. Kothari in 1964. This is called as'Kothari
"\

oh\.85% Iigi?rac{"'raté‘ln Chennai

‘EEdU-”"',ﬂJateéof tribals are literate.

_ #7 % A ———Equcation Schemes

and Thoothukudi.
65%_th’eracy rate of depressed people and literacy

partment, government of Tamil Nadu, launched
financial literacy programme for school students

in the state.

1. Moon meal scheme — ] 1;;5 Nutritious shceme for the students from class 1to 8 ]
2. Sarva siksha Abhiyaan | 2001 Elementary education for the students age 6-14 in 2007. ‘
3. Kasthuriba Gandhi Balika 2004 Establishing hostage schools for SC /ST /0BC Stude'nts wdya!aya (KGBVS) s
4. National Programme for 2003 Encouraging and confirmed the enrollment of girls in Education of Girls at Elementary .

in Primary Schools Education .
5. Physically challenged Children 2009 - 10 To provide 100% central government Helping scheme to Physically challenged students

studying from 9 - 12th Standard

iiment rate in secondary Education

___———————-- .
6. Rashtriya Madhyamik Shiksha March 2009 Increasing the student enro

'specially of women in the age group of above 15

Abhiyan

A I

7. Saakshar Bharat September 8, Promote and strengthen adult education,
2009

W/ o = - >
¢ \ 3
{

T

Q) Health

homeopathy, allopathy, yoga, and oped countries, India’s health status is not satis-

3. Healthin India herbal care, . .
* Health in India is a state government responsibil- many more. Each different healthcare form has its factory.
ity. The Centrai Council Of Health and Welfare for- own treatment systtgm e.md pr_actice patterns. @ India’s heam_m sta.tus is poor compared to Sri Lanka.
mMulates the various health care projectsand health ® The medical practicing in India needs a proper li- National Immunization Programs
department reform policies censing from the Ministry of Health. All medical 1. National Malaria Eradication Program (1958)
® The administration of hea?t.h industry in India as systems are nowW under one ministry viz AYUSH. 2. National Elephantiasis Disease prevention program
well as the technical needs of the health sector are b. Health Care Services in India: ) (1955) o
the responsibility of the Ministry Of Health And  ® The health care services in India are mainly the 3. Natipnal Tuberculosis control Program (1952)
Welfare, . responsibility of the Ministry of Health. 4. National Drinking water and Sanitation Program
* Health care in India hés many forms, These are the ® Statewise, health status is better in Kerala as com- (1924)
5. National Family welfare program (1953)

ayurvedic medicine practice, unani or galenic pared to other States. Compared to other devel-

Thoothukudi 99445 11344 TiruneIVfEL%ﬁKi\Z/l R:a B NULLED Madurai 98431 10566
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S. Na\!onal Vision control program (1963)

| - National Smallpox controf program (1962)
mportant Nutrition and Health Schemes of the
Government of India

13. Natlonal Leprosy Eradication Programme

. Natlonal Productivity Councll

15. pradhan Mantrl Swasthya Suraksha Yojana
16. Swach Bharat

New Health pollcy 2017
1. Health for all

2, To Increase cle
3, Toensuré heds
4, Natlonal Cleanli

anliness In GDP from 1.2%t0 2.1z,

for 1000 persons
ness Policy Misslon

1. Integrated Child Devel
. : opment
2. Klsr?orl Sakthi Yojana :; IAy;sTih > e i i e
S Natlons B s 19, Snlkra tha(r:\ush i 6. Provide Medicines at lower cost through 15,
. i . . Srikan ’
4. AHSA - (Accredited Health Social Activists) 20. Jan Aush glmm ‘09 AWShD——-—‘dhl
5. Total Sanitation Campaign en e 4 I e iy
6. Nirmal Bharat Abiyan [ e = maltilys.c-hﬂm” e il i J
;. Jamani Surksha Yojana HMMT‘TTT"’M‘ : e o
. Raiiv Gandhi SCheme for - — — [d aCCC'95IhI"'/a ordable anc qu') ’[‘I "?71"'
powerment of Ado- i o I '
lescent Girls (RGSEAG) (Sabla) 1{ National Rural Heakh Misslon Aol 13, 2 care to the rural population and to control child
o, picent Gils (RGSEAG) (sabla) (MRHM) birth rate (MMR) and Mortality Maternity ratg
10. Janani Shishu Suraksha Kar
] yakaram (JSSK) ‘ﬂ-ﬂﬁ)yv ery oy n Fospial i
11. National Vector borne diseased Control 5| “Tanani Suraksha Yojana (JSY) -WITITE(—)('J?" Ensure delivery only in hospital and in primary
Narons! e ducation grade B oy
12, FevisedNationsIETE: Contol FrEgare 3.1 Pradhan mantri Swasthiya 2010 To upgrade medical education grade y ensuring |
Suraksha medical securlty to country heowie

d) Em.;iloyfnent

e In agriculture and agro based industries like sugar,
production activities are carrled out only In some
seasons. These industries offer employment only
during that season in a year.

e Therefore people may remain unemployed during

the off season. Seasonal unemployment happens

from demand side also; for example ice cream in-
dustry, holiday resorts etc.

Frictional Unemployment

Unemployment)

e Frictional unemployment arises due to imbalance
between supply of labour and demand for labour,
This is because of immobility of labour, lack of nec-
essary skills, break down of machinery, shortage
of raw materials etc.

e The persons who lose jobs and In search of jobs
are also included under frictional uncmploymeht.

4. Educated Unemployment

e Sometimes educated pcoplqtare"uridorqfnploycd -
or unemployed when qualification does not match,,
the job. i N :

e Faulty education systém, lackof employable skills,
mass student turnout, ahd preferénce for white col*
lar jobs are highly respopsible for educated unem-

S . § &
¢ ploymentinindia.  J %
484 ] / "

e Both classical economists and J.M.Keynes have
explained the relationship between employment
and income. The classical economists had great
faith in the law of markets articulated by J.B. Say,
the.French economist.

e J. M. Keynes is one of the greatest and most influ-
ential economists of the mid 20th century.

Meaning of Full Employment

e Full employment refers to a situation in which ev- 3.
ery able bodied person who is willing to work at
the prevailing wage rate, is employed.

e In other words full employment means that per-
sons who are willing to work and able to work must
have employment or a job.

e Keynes defines full employment as the absence of
involuntary unemployment.

e Lerner defines full employment as “that level of
employment at which any further increase in
spending would result in an inflationary spiral of
wages and prices”.

Unemployment and its types

e Unemployment is problem faced when there are
people, who are willing to work and able to work
but cannot find suitable jobs.

e We need to distinguish between the nature of un-

(Temporary

employment in rural in urban areas. Due to‘yrb'anf § 45 (Y VS
izati of people movefromrural, 1 I mperrr s T
ization, a large number of peop & f T A 4 ’E TR YR
areas to urban areas. 4 %4 Y SasE
1. Cyclical Unemployment & A LY E. seasonal Unemployment
e This unemployment exists dlringsth€ downturn 4 2% g g T T
; K R ; hWo§e O Fricional | el
phase of trade cycle in the economyie,  § 8.4 5, AR L5 Tk Unépioyment; 7]
e In a business cycle during the*period of recession B Educated Unemployment

R L., N
and depression, income and output.fall lea(‘i.lng tq_\
1

widespread unemployment. * Y i ;

e Itiscaused by deficiency of effective demand. Cy- fy
clical unemployment can be cur'"gd by publicinvest- ' |
ment or expansionary monetary'policy.

2. Seasonal Unemployment

e This type of unemployment occurs

seasons of the year.

Sinarmplovmang ]
Structural Unemployment
AL

-5 _ )
uéiﬁﬁﬁﬁﬁﬁﬁﬁﬁﬁﬁﬁﬁ7ﬁzd

during certain

G 2 ' e) Poverty |
e Povertyisasoclal phenomenon where fewsection e Lack of capital
of society is unable to ful fil even basic necessities e Lack of alternate employment opportunites other
of life. than agriculture
e Planning Commission (Now, NITI Aayog) is the e Excessive population pressure on agriculture
authority, which publishes the poverty estimates @ Illiteracy
based on various rounds of estimates based on @ Reglonal disparitles
various rounds of National Sample Survey @ Joint family system
Organisation (NSSO) on monthly per capital e Child marriage
the povertyline o Lack of proper Implementation of PDS (Public

consumption expenditure. Inindla,
is defined on the basis of calorie intake.
e According tothis, 2100 calories a day has been fixed
for urban areas and 2400 calories In rural areas.
Alternatives, In monthly per capital consumption
expenditure terms, the poverty line Is fixed at
Rs.454 for rural areas and RS. 540 for urban are
as in 2004 - 05.
Causes of Rural Poverty
e Rapid Population growth

Distribution System)
Causes of Urban Poverty
Migration from rural areas
Lack of skilled labour
lack of housing facilitles
Limited Job opportunities In citles
Lack of vocational education / training.
Dandekar and Rath’s Study of Poverty In Indla
e DrVM Dandekar and Mr Nilkantha Rath estimated

Thoothukudi 99445 1134 uram 75503 52916 Madural 984311
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5. Technical Unemployment
chnology being capital intensive requires

e Modernte
rs and contributes to technological

less laboure
unemployment.

Now a days, invention and innovations lead tothe adop-
tion of new techniques there by the existing viorkers
are retrenched. Labour saving devices are resporisible
for technological unemployment,

6. Structural Unemployment

Structural uncmp}oyment is due to drastic change

in the structure of the society.

e Lack of demand for the product or shift in demand
sto or;her‘ products.cause this type of unemploy-

i !
A
.ment, § 4

‘s For examplerise in demand for mobile phones has
4 .advcrselyvaffected the demand for cameras, tape

Crecorders’etc.

® 5o thisikind of upemployment results from mas-
) sive andﬂdeeg rooted changes in economic struc-
jdture. |

7/ Disguised Unemployment

~"e Disguised unemployment occurs when moré

people are there than what is actually rcqui(ed.

e Even if some workers are withdrawn, production
does not suffer. This type of unemployment s
found in agriculture. .

e. Aperson Is sald to be disguisedly by unemployed
if his contribution to output Is fess than what he
can produce by working for normal

e Adam smith wrote the book “An Enquiry into the
Nature and Causes of the Wealth of Nations’ in
1776. Since the publication of this book, classica!
theory was developed by David Ricardo, .5.Mill
J.B.Say and A.C.Pigou.

i

the value of the diet with 2250 calories as th
desired minimum level of nutrition

e They estimated that in 1968 - 69 about 40% of th
rural population and a litte more than 50% of thé

" l:.::ii? pﬁpulatlon lived below the poverty line:

on ngh Ahluwalla’s Stud:
smn y of Rural Poverty
X rMuS IAhfluwalla studied the trends In Incidence ©f
ral poverty in India for th 956 - 57 10

187370, r the period 1

® He used the concept of poverty line,
expenditure level of ¥ 15 in 1960 - 61 for rural €%

- and ¥ 20 per person for urban areas.
mate of Poverty by the Seventh Finance

Commission (1978)

¢ The Seventh Finance Commission made an atte
to have a more Inclusive of poverty line.

® Since, the NSS data cover only household consy

l.e an

mpt
mer
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nd“u,e,thus, to get a more inclusive measure
¢ welfare or deprivation, an estimate of the
nefit of public expenditure was added to private

lF,(nangara]an to review the Methodology for
r eta;uremen.t of poverty in the country constituted
Y the Planning Commission in June, 2014.

consume;de"pe:gt';‘l’ir:enmm for calculating the e The report retained co i

ausmem pla ) it ima nsumgtlon expenditure

endulia” committee Report povert\t/es of NSSO as the basis for determining
This committee moved away from just calorie e Onth pasi is, i I

" e basis of this, it pegged the total number of

criterion definition to a broader definition of
erty that also includes expenditure on health,
ation, clothing in addition to food.

poor in India at 363 million or 29
population. 6% of the
Highlights of the Report

educ
i this report 41.8% population i i
: According to ninrural e The daily per capi i i
: pita expenditure

an?as ;ngjs.zzis;:it:::tlon in urban areas was for the rural poor and apt <47 forltsh':zegfbegna;:oiz

L':,:?;nenep:rt pl Pover.ty ® Poverty line based on the average monthly pér
pan . capita expendi i
o The expert group under the chairmanship of Dr. C. and% 1487?2?3:2:::55:: RS2 forruratareas

Types of Poverty

When people do not have adequate food, clothing and shelter

Absolute Poverty

Relative Poverty Differences in income among different classes of people within
[—— the same group
Temporary (or) chronicpoverty When there is poor rainfall, the crops fail and the farmers tem-
porarily enter into a poverty sample. When they are poor for long,
‘ then we call it chronic or structural poverty
Primary Poverty Families whose total earnings are insufficient to obtain the mini-
mum ng?essities for the maintenance of merely physical efficiency
secondary Poverty A condition in which earnings would be sufficient for the mainte-
nance.
Rural Poverty People do not own assets like land and they work as agricultural
| labourers and their wages are low.
Urban Poverty (or) Sub employed e The urban poor work for long hours but they get low income.
e Most of them are employed in unorganised or informal sec-
tor.
e You know the basic needs of every human being are food,
clothes and shelter.

dustry and so on can be called as organised sector.
This sector works according to certain rules and
regulations given in the law.

Organised sector has some formal processes and

Employment Structure in India
o The economy is classified into three sectors: pri- e
mary or agriculture sector, secondary or industrial

sector and tertiary or service sector. °
Primary sector procedures.
s Agriculture, forestry animal husbandry, poultry, e The employees in this sector are provided with]ob
dairy farming, fishing etc.
Secondary sector
* Manufacturing, small and large-scale industries

the unorganised sectors. F '}
: . \
Unorganised Sector ’ ] %

o ®
e The unorganised sector of; the economy

and constructional activities. ) _ Y
isehold manufdcturing ac=, ©
-3 - " )

characterised by the hou
tivity and small-scale industry. ]
Public Sector, Private Sector ;

Tertlary sector
» Transport, insurance, banking, trade, communica-
tion, real estate, government and non-government

services. o {NLC BY 4" TVS Motors {_ >
Organised Sector 1 sawL | | Ashokleyland ]y P
¢ The organised sector is one that Is Ingorﬁaatled‘:y\lith L BSNL “‘; %} TATASteels, B -
the appropriate authority or govem'rﬁent and;‘follpws ‘? “Agricugtufé, desrﬁlte a sharp dediine in gross do-

its rules and regulations. In India éhploye&of ceh;t‘ml % Mmestic, product, gonti"nue_s_;to be the largest em-
and state governments, banks, rajways, ipsurance, in- k ployer in TamiLNadu.

oy, 3 s /;_ s
Public Sector and Private Sector

Differences between the

°

Private Sector

Profit motive
Private individuals own the assets
Wages are paid by the owner of government

private enterprises.

Public Sector
Service motive
Government owns the assets

Wages are paid by the

SOLE
TRADER

—

PUBLIC SECTOR|
LOCAL
GOVERNMEN

UNIN
CORPORATED

PARTNERSHIP

[

CENTRAL
GOVERNMENT
PRIVATE LIMITED
N COMPANY
NATIONALISED CORPORATED =
INDUSTRIES PUBLIC LIMITED
COMPANY
|| FRANCHISES

security and receive higher wages than those of &

>

 First NPR in 2010

FITR 210 / 1S Academy

1955, has been amended to
Christians, Jains, Bud-
have been subjected
Afghanistan

e The citizenship act
grant Citizenship to Hindus,
dhists, parisis and sikhs who
to religious persecution in Pakistan,
‘and Bangladesh.

New Amendments
e The above sections of Immigrants
be considered illegal immigrants

Conditions to get Citizenship through the CAA,
n or befare Dec

in India will not

1. Must be a resident of India o
31, 2014
2. Theycanget citizenship by stayingin In
6 yhears continuously.

Excluded Areas

e Tribal areas in Assam, Tripura, Mizoram and pro-
tected under schedule 6 of the Constitution of In-
dia

e Arunachal Pradesh, Mizoram, Manipur are pro-
tected under Innerline Permit.

National Population Register (NPR)

e TheNPRisa register of usual residents of the coun-
try

e Ausual resident is defined for the purpose of NPR

as a person who has resided in local area for the

past 6 months or more a person who intends to

reside in that area for the next 6 months or more

Government of India Amended citizenship act 1955

to create NPR.

New Guideliness

‘e Nationwide every household resident details and
Biometric details should be recorded every ten
years. i & 8

. rjééplé.\of country should participate without fail

dia for

e These details registered as NPR. This act also de-

, notes the governi\'pent can provide ID card for the

citizens of the country.

N \(for]gress I‘ed'lglPA g';avernment -2010
. A L

’Collgcted the basic details of the people of the

country-No documentation was received.

o “NRC was not created using this registry and no ID

card issued.

In 2015, the biometric details of people was re-

corded and presented Aadhar card.

NRC : The National Register of Citizens

e The Act states that NRC can be created, based on
the details of NPR. ’

e Accordingly, the village level census registrar will
ensure the citizenship of the people invillage level.

e Excluded persons can appeal to Taluk leve! regis-
trar within 30 days.

e He must decided within 90 days on appeals . This
will be followed by a National Citizen register.

Census in 2020

e The Central Government has been entrusted with

‘the task of updating the NPR in all states except

Assam. ‘

e The Announcement was made on July 31, 2019
Accordingly, the census will be conducted from
April to september 2020.

Every Achiever
was once
a beginner!

Thnnehukudi 99445 11344 Tirunelv
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o John Maynard Keynes (right) and Harry Dexter White, the “founding fathers” of both the World Bank and

the |nternat|onal Monetary Fund (IMF)
R

|nst|tutlon Ca Ll Headquarters % f Year of Establishment
;ntemational Monetary Fund % Washington D.C ‘i 1945 T, !
oty el | : !
e s 1
World Bank 1 Washington D.C | 1945
' ARSI BN _+ DMLY A L il o b e ipedarens San it e
wqud Trade Organlsatlon o Gepe\,’?, ; : 1 1995
|nternational Monetary Fund ® A member can unconditionally borsow from the
o The purpose of International Monetary Fund is to Fund in a year equal to 25% of its quota.
secure and promote economic and financial coop- e  This unconditional borrowing right is called the re-

eration among member countries.

o Atpresent, the IMF has 189 member countries with
Republic of Nauru joined in 2016.

Objectives Of IMF

i) To promote international monetary cooperation
among the member nations.

ii) To facilitate faster and balanced growth of inter-
national trade

jii) To ensure exchange rate stability by curbing com-
petitive exchange depreciations.

iv) Toeliminate or reduce exchange controls imposed
by member nations.

v) To establish multilateral trade and payment syé-
tem in respect of current transactions instead of
bilateral trade agreements.

vi) To promote the flow of capital from deve]oped to
developing nations. \

vii} To solve the problem of mternatronal Ilquvdrty

Functions Of IMF P :

i) Bringing stability in exchange rate i

¥ 4

¢ The IMFismaintaining exchange rate stablllty and

emphasising devaluation. % W,

ii) Correcting BOP Disequilibrium .

® The IMFis helping the member countries in elimi-
nating or minimizing the s'hort-pe'ri'od disequilib-
rium in their balance of payments either by selling
or lending foreign currencies to the member na-
tion.

i) Determining par values

* IMF enforces the system of determination of par
values of the currencies of the member countries.

iv) Balancing demand and supply of currencies

¢ IMF is entrusted with the important function of
maintaining balance between demand and supply
of various currencies.

V) Reducing trade restrictions

® The Fund also aims at reducing tariffs and other
trade barriers imposed by the member countries
with the purpose of removing restrictions on re-
mittance of funds or to avoid dlscnmmatrng prac-
tices.

vi) Providing credit facilities

® IMFis providing different borrowjng and credit fa-
cilities with the objective of helping the member
countries,

Facilities 2ffered by IMF

Basic Credit Facility: .

® A member nation can purchase from the Fund
other currencies or SDRs, in exchange for its own
currency, to finance payment deficits. The loan is
repald when the member repurchases its own cur-
'ency with other currencies or SDRs.

Thoothukudi 99445 11344 Tirun

serve tranche.

Special Drawing Rights (SDRs)
® The Fund has succeeded in establishing a scheme
of Special Drawing Rights (SDRs) which is other-
wise called ‘Paper Gold".

They are a form of international reserves created
by the IMF in 1969 to solve the problem of inter-
national liquidity.

tion to their Fund quotas. SDRs aré used as a
means of payment by Fund members to meet bal-
ance of payments deficits and thverr total reserve
position with the Fund ¥

I_count and a means of payment ,‘

A 1‘The achrevements of the fund'c can be summed up
" “in the words of Haien that ‘Fund i islike an‘lnterna-
* tional Reserve Bank' ; 4

Extended Fund Facrllty

Under this: arrangement the IMFprovides addi-
tlonal borrowing facilityup to 140% of the
member s quota, overand above the basic credit

<" facility.

Compensatory Financing Facility

In 1963, IMF established compensatory financing
facility to provide additional financial assistance to
the member countries, particularly primary pro-
ducing countries facing shortfall in export earnings.

Buffer Stock Facility
The buffer stock financing facility was started in
1969. The purpose of this scheme was to help the
. primary goods (food grains) producing countries
to finance contributions to buffer stock arrange-
ments -for the stabilisation of primary product

prices.

structural Adjustment Facility

The IMF established Structural Adjustment Facil-
ity (SAF) in March 1986 to provide additional bal-
ance of payments assistance or concessional terms
to the poorer member countries. In December
1987, the Enhanced Structural Adjustment Facility
(ESAF) was set up to augment the availability of
concessional resources to low income countries.
The purpose of SAF and ESAF is to force the poor
countries to undertake strong macroeconomic and
structural programmes to improvetheir balance of
payments positions and promote economic

growth.

India and IMF
e Till 1970, India stood flfth in the Fund and it had
the power to appoint a permanent Executive Di-
rector.

India’s current quota in the IMF is SDRs (Special
Drawing Rights) 5,821.5 million, making it the 13th
C@f

L NULLED

They are allocated to the IMF members in brdp'or-

Thus SDRs act' both as an lnternatronal umt of ac- :

A e A S e S SR

/ Bilingual

.?s*é\x N L

ding country at IMF with
shareholdings of 2.44%.

largest quota hol

SDR

What is SDR? “

e Fiat Money of the IMF

e APotential Claimon Underlying Currency Basket

What Does SDR Stand For?

e Special Drawing Rights (SDR)

Why Was the SDR Created?

e To be “The” World Reserve Currency

e Create Global Liquidity

How is the SDR Valued"

e Original 1969 Creation “The value of the SDR was

) Inltlally defmed as equivalent to 0. 888671 grams
of fme gold which, at the time, was also equiva-
lent to one U.S. dollar.” y-

Internatronal Bank For Reconstruction And Develop-

ment (IBRD) or World Bank

. The Internat|onal Bank for Reconstruction and De-

’ velopment (1BRD), otherwise called the World
' Bank(WB)

o Itwas establishedin 1945 under the Bretton Woods
Conference in 1944.

e The purpose is to bring about a smooth transition
from a war-time to peace-time economy.

e Themembership in International Monetary Fund
is a prerequisite to become a member of IBRD.

e The IBRD was established to provide long term fi-
nancial assistance to member countries.

Objectives of IBRD

Objectives of the World Bank
1. Reconstruction and Development
2. Encouragement to Capital Investment
3. Encouragement to International Trade
4, Establishment of Peace-time Economy
5. Environmental Protection

World Bank’s Lending Procedure:

i) Loans out of its own fund,
i) Loans out of borrowed capitalband
iii) Loans through Bank’s guarantee.

e The Bank(WB) has changed its development loan ~ ~
strategy and lays more emphasis on financing
schemes which directly influence the well being
of poor masses of the member countries, especially
the developing countries.

Functions of IBRD
1. Investment for productive purposes
2. Balanced growth of international trade
3. Provision of loans and guarantees
4. Promotion of foreign private investment
5. Technical services

India and World Bank:

~—

The name “International Bank for Reconstruction
and Development” was first suggested by India to
the drafting committee.

INDIA & IBRD : A Sustainable Relationship

India is a member of four of the five constituents
of the World Bank Group.

127
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® International Bank for Reconstruction and
Development(IBRD, 1945)

® International Development Association (IDA, 1960)
International Finance Corporation (IFC, 1956)

® Multilateral Investment Guarantee Agency (MIGA,
1958)

Internatlonal Centre for Settlement of Investment
Disputes (ICSID, 1966) [India is not its member]

® India is one of the founder members of IBRD, IDA
and IFC. World Bank assistance in India started from
1948 when a funding for Agricultural Machinery
Project was approved.

® First investment of IFC in India took place in 1959
with USS 1.5 million.

® India became a member of MIGA in January 1994.
India has an Executive Director, in the Board of Di-
rectors of IBRD / IFC / IDA/ MIGA.

World Trade Organization

e The WTO was established in 1995 as a successor
to the GATT.

e |t is a new international organization set up as a
permanent body and is designed to play the role
of watch dog in the spheres of trade in goods and
services, foreign investment and inteflectual prop-
erty rights.

e The Dunkel Draft, formulated by Arthur Dunkel, its
Secretary General became the base for WTO.

e Everytwo years, the member countries’ Commerce
Ministers Conference are being organized to dis-
cuss and settle the important souls and trade re-
lated matters.

e The first WTO conference was held at Singapore in
1996.

o No mandatory exports.

o No restriction on repatriation of royalty,
and interest.

® No trade balancing requi
exceeding exports.

General Agreement on Trade In Services

(GATS)

o GATS Is the first multilateral set of rules covering
trade In services like banking, insurance, transpor-
tation, communication, etc.,

e Allmember countries are supposed to extend MFN
(Most Favoured Nation) status to all other coun-
tries without any discrimination.

e Transparency should be maintained by publishing
all relevant laws and regulations over services.

Phasing out of Multi Fibre Agreement (MFA)

e The multi fibre agreement governed the world
trade in textiles and garments since 1974. It im-
posed quotas on export of textiles by developing
nations to the developed countries. This quota sys-
tem was to be phased out over a period of ten
years. This was beneficial to India.

Agreement on Agriculture (AoA)

e Agriculture was included for the first time under
GATT.

e The important aspects of the agreement are
Tariffication, Tariff cuts and Subsidy reductlon -

dividend

rement, l.e.imports not

Dispute Settlement Body
e The Disputes Settlement Body puts an'end to pro~‘
cedural delays. It is macndatory to settle any dIS
pute within 18 months & ‘
Major WTO Functlons] ) -
. Admmlstermg WTO trade agreements g5 ?f“

g national trade policies

o Monitorin g ;
raining fo
o Technical assistance and training 'de"el°p|ng
countries

Cooperation with other international organjy,_

L]
tions.
w10 Mlnlsterlal Conferences
world Trade organization
1. Kazakhstan - 2020
2. Buenos Aires, 10-13 December 2017
3. Nalrobi, 15-18 December 2015
4, Ball, 3-6 pecember 2013
5. Geneva, 15-17 December 2011
6. Geneva, 30 November - 2 December 2009
7. Hong Kong, 13-18 December 2005
8. Cancun, 10-14 September 2003
9. Doha, 9-13 November 2001
10. Seattle, November 30— December 3 1999

11. Geneva, 18-20 May 1998

12. Singapore, 9-13 December 1996

WTO and India

e India is the founding member of the WTO.

1. By reducing tanff rates on raw materials, compo-
nents and capltal goods, it was able to import more
for meetmg ’her developmental requirements.

-~ Indla s |mports gob on increasing.

2. Indla gets market access in several countries with-

i out any bllateral trade agreements.

3 Advanced technology has been obtained at
cheaper cost.’

Indla is in a bet‘ter position to get quick redressal
é ') from the ‘tfade disputes.
{'S ‘e Ind|an exporters benefited from wider mar-

e It was planned to organize 12th ministerial confer- - &Y !
) Forum for trade nej btlatlons (U
ence at Kazakhstan in 2020. A’ \ g W ) P ket information
72 4 Handlmg trade dlsputes [ Vo
e WTC headquarters located at New York USA. lt. 3R - ]
featured the landmark Twin Towers WhICh was es- ¢ | . | R
. | Institution Headquarters i T
tablished on 4th April 1073, Later it was destroyed ,.;;;;A;i;;o‘;s‘o*c;‘t'i;forR o *{-_‘;—-q L l peYear ofbstablishment2o ), 2 208
on 11th September 2001 by the-craft attack. [t { Cooperation (SAARC) Cglana i athmandu I 1985 |
bnngstogetherbwsmessesnnvolved in lnternatlonal ; Dbl ida S SN I MO AR -
trade from around the glo\be L _AS.E,’_\N_“ } g ' ‘Bangkok { 1967 i
i Shangal ] 2001 R . 2"

Objectives of WTO

i) To ensure reduction of tanff and other barriers.

i) Toeliminate discrimination in trade v

iii) To facilitate higher standard of hvmg

iv) To facilitate optimal use of world’s resources.

v) Toenable the LDCs to secure fair share in the growth
of international trade.

vi) To ensure linkages between trade policies, envi-
ronmental policies and sustainable development.

WTO Agreemertts

Agreement on Trade Related Intellectual Property

Rights (TRIPs)

e Intellectual Property Rights include copy right,
trade marks, patents, geographical indications,
trade secrets, industsial designs, etc. TRIPS Agree-
ment provides for granting product patents instead
of process patents.

e The period of protection will be 20 years for pat-
ents, 50 years for copy rights, 7 year's for trade
marks and 10 years for layout designs.

Agreement on Trade Related Investment Measures

(TRIMs)

e TRIMs are related to conditions or restrictions in
respect of foreign investment in the country.

o It calls for introducing equal treatment for foreign
companies on par with national companies. TRIMs
were widely employed by developing countries.
Restrictions on foreign investment on following
grounds are to be removed.

e No restriction on area of investment.

® No binding on use of local material.

South Asian Association For Regional Co-Operation

(SAARC)

e Established on 8 December 1985 for the promo-
tion of economic and social progress, culturall de-
velopment within the South Asia region and also
for friendship and co-operation with other devel-
oping countries.

e The SAARC Group (SAARC) comprises of
Bangaladesh, Bhutan, India, The Maldives, Nepal,
pakistan and Sri Lanka. In April 2007

SRR |

® Tostrengthen co-operation with other developing
countries;

® To cooperate with international and regiona!
organisations with similar aims and purposes-

Association of South East Asian Nations (ASEAN)

® ASEAN was established on 8 August 1967 i
Bangkok by the five original member countries: "

:ior;esra Malaysia, Philippines, Singapore and Thai-
an

. ® Later Br i N
e The SAARC Secretariat was established in M unel Darussalam, Vietnam, Laos g
Kathmandu (Nepal) on 16th January 1987. . B ya:marand Cambodia joined.
€sides ten X
e The first SAARC summit was held at Dhaka in the “dialo members:of thie ASEAN, trere S :
Jear 1985 BUE partners” which have been particiPa’
) ing in its deliberations.
e SAARCmeets once in twoyears. Recently, the 20th ® The ASEA
d N Sum ents
SAARC summit was hosted by Srilanka in 2018. ob b mit of the Heads of Governm
Objectives of SAARC ASEAN ccr ountries is the highest forur bt
jectives o o Ncooperation, Its meetings are held once in
e To promote the welfare of the people of South Asia ree years,
and improve their quality of life; * ‘“:la s fEIat|on5h|p with ASEAN started in 1992
e Toaccelerate economic growth, social progress and wf €n India became a “sectoral dialogue partne!”
cultural devefopment in the region; OF OF ASEAN.
ecti
e Topromote and strengthen collective self-reliance . ‘Th ves of ASEAN
among the countries of South Asia; © ASEAN Declaration states the aims and PU"
" ’ Poses of th i
e To contrubute to mutual trus‘t, understanding and Toacca] e Association as:
appreciation of one another’s problems; andcul erate the economic growth, social progres
" . u
e Topromote active collaboration and mutual assis- To pro tUral development in the region; "
tance in the economic, social, cultural, technical hErencmOte regional peace and stabiity and 2
and scientific fields; Chers @ 0 the principles of the United Natio™
er;
Thoothukudi 99445 1134W—MM&»2916 Maduraj
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% romote cooperation among the members of
AZEAN through the exchange of knowledge and
perience in the field of public sector auditing.

€X

7o provide 3 conducive environmentand facilities
for research, training,and education among the
membefs

Toserveasa centre of informationand as an ASEAN

! link with otherinternational organizations.

BRICS

BRICS is the acronym for an association of five ma-
jor emerging national economies: Brazil, Russia, In-
dia, China and South Africa.

Originally the first four were grouped as "BRIC" be-

fore the induction of South Africa in 2010.

o Theterm ‘BRIC’ was coined in 2001.

o Since 2009, the BRICS nations have met annually
at formal summits. South Africa hosted the 10th
BRICS summit in July 2018.

Few Facts About The BRICS

o The BRICS countries make up 21 percent of global
GDP. They have increased their share of global GDP
threefold in the past 15 years.

The BRICS are home to 43 percent of the world's
population.

The BRICS countries have combined foreign re-
serves of an estimated $4.4 trillion.

o It'sheadquarters is at Shanghai, China.

¢ The New Development Bank (NDB) formerly re-
ferred to as the BRICS Development Bank was es-
tablished by BRICS States.

¢ The first BRICS summit was held at Moscow and
South Africa hosted the Tenth Conference at
Johanesberg in July 2018.

Objectives of BRICS

1

,{_«} s

To increase trade co-operation by maklng,an ex-
clusive trade block. .‘ ; 5

2. To use currency other than US'DoIIar §ince DoIIar
isadominant currency anJUS can contml the flow

Round of 1986, (Uruguay Round), 117 countries
participated. The Director General of GATT Arthur
Dunkel came up with a Drafft Final Act, known as
Dunked Draft and on April 15, 1994 the Final Act
was uItimatelY approved and signed. GATT’s pri-
mary purpose was to increase International Trade
by reducing various tariffs, quotas and subsidies
while maintaining meaningful regulations.
Rounds of GATT

® Firstin Geneva (Switzerland) (1947)
® Second in Annecy (France) in 1949
® Third in Torquay (UK) in 1950 — 51

Fourth, fifth, and Sixth in Geneva (Switzerland) in

1956, 1960-61, 1964 -67.

® Seventh in Tokyo (Japan) in 1973 - 79

® Eighth and final round at Punta del Este (Uruguay)
in 1986 — 1994, known as ‘Uruguay Round’

World Trade Organization(WTO)

® The signing of the Final Act of the Uruguay Round
by member nations of GATT in April 1994 paved
the way for setting up of the WTO. An agreement
to this effect was signed by 104 members. The WTO
Agreement came into force from January 1, 1995 (
the present membership of WTO is 164 countries)

World Trade Organization(WTO):

Head Quarter: Geneva, Switzerland

Purpose: Regulation, International trade Members of {/

WTO: Director General, Four Deputy Direct6r Gen-

\'

Suiesh’ JUTIE

e To ensure that developing countries, secure a bet-
ter share of growth in world Trade.

e To resolve trade disputes.

e To increase the transparency of decision making
processes.

e Introduction sustainable development the devel-
opment and environment can go together.

e To ensure full employment and broad increase in
effective demand.

Trade Related aspects of Intellectual Property

Rights (TRIPs)

e Intellectual Property Right may be defined as “In-
formation with a commercial Value” Under TRIPs
Patent shall be available for any invention whether
product or process in all fields of industrial tech-
nologies. Trips agreement covers seven areas of
intellectual’s property rightsi.e. Copy rights, Trade
Market, Trade Secrets, Industrial Design, Geo-
graphical appellations Integrated circuits and Pat-
ents.

Trade Related Investment Measures (TRIMs)

e The Uruguay Round Agreement on TRIMs refers

to certain conditions (or) restrictions imposed by
a governm’ent in respect of foreign investment in
the countrv in order to give adequate provisions
for the hgme lndustrles to develop

World NatloTn G-20

1. Argentlna i

eral, and other 600 Official Staff fromi’around 80 :52 Australla !
member countries. N\ [ /‘3 Braznl\ “\
W, W
The WTO mentions five types of subsrdles ) "-»A\\ 1 \4. Cagada %
e Cash subsnd|es, guch ass the grants mentloned, E_‘, Chlna Q V"
= “Q = = % '}
above % ““ ) § 6.\;\' European Union

_,Tax concessv-ons,‘such as exemptlonsg credits, ory
&8 de errals, ,.

' 154 P A __/,
A g o % p

Assumptlon of rlsk such as loan guarantees

. 1Government procurement poIIr:les that pay more
rthan the free~market prlce

of dollar, BRICS helps in'the countnes operatlng te Stock purchases that keep acompany's stock price

with alternative currencfes How far, have they suc.;
ceeded in this respect? Notmuch % %

*

#
. Tocreate a separate trade S'f:k fnade for develop-

ing countries for trade co- oeeratlon’
Fair Trade Practices and World Trade Organization

* Raising and stabilizing the incomes of small-Scale
farmers, farm workers and artisans.

More equitably distributing the economic gains,
Opportunities and risks associated with the produc-
tion and sale of these goods.

Increasing the organizational and commercial ca-
Pacities of producer groups.

Promoting labour rights and the right workers to
Organize.

Promoting safe and sustainable farming Methods

and working conditions.Principles of Fair trade Or-
Banization,

Creating Opportunities for Economically Disadvan-
taged producers,

T’ansparency and Accountability .

Fair Trading Practices and Payment of a Fair Price.
Ensuring no child Labour and Forced Labour.

COmmltment to Non Discrimination, Gender Eg-
Uity and freedom of association.

Pm"'d‘"s Capacity Building and Promoting Fair
Building,

L ]
Respect for the Environment.

Gar
T:{General Agreementof Trade and Tariffs)

*
SATT Wassigned by 23 countries in 1947. India was
ene of the founder members of GATT.In the sev-
nth Round 99 countries participated. In the Eighth

Thoothukudi 99445 11344 Tlruns

< V
. Toincrease regional co-operatlon W e

hlgher than market levels.
7

#These are all considered subsidies because they
reduce the cost of doing business.

G7 Countries

1. Canada

2. France

3. Germany

4. ltaly

5. Japan

6. United Kingdom

7. United States
Objectives of W.T.O
e To set and enforce rules for international trade.

e To provide a forum for negotiating and monitoring
further trade liberalization.

e To resolve trade disputes.

e Introduction the sustainable development and ;
vironment can go together.

7. France
8. Germany
9. India
10. Indonesia
11. Italy
12. Japan
13. Mexico
14. Russia
15. Saudi Arabia
16. South Africa
17. South Korea
18. Turkey
19. United Kingdom
. United States
Recent G-20 Summiits
1. 2018 - Bueno Aries (Argentina)
2. 2019 - Osaka (Japan) h
3. 2020 - Riyadh (South Arabia)
Recent ASEAN Summits
1. Singapore (2018)
2, Bangkok (2019)
Vietnam (2020)
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