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Message from the Dean

DREAM AS IF YOU WILL
LIVE FOREVER; LIVE AS
IF YOU WILL DIE TODAY.

I am delighted with the first edition of the e-magazine of the Department of
Economics, Faculty of Behavioural and Social Sciences “Eco-Bizz”.
This magazine is a reverberation of the phenomenal talent of our students, which is
reflected in these pages. This is a great platform for students to represent their
innovative ideas and multifaceted personalities. This journal is a balanced collection
of different points of use where the writers have tried to apply things studied in
classroom to real life scenarios. In the era of internet and electronics an e-magazine
is the quickest way of spreading ideas to the people residing in different parts of the
globe.
I extend my heartfelt greetings to all the students and the faculty advisors of the
editorial board for bringing out this very first edition of “Eco-Bizz”. I particularly
want to congratulate the Editorial Board for their hard work, commitment and
perseverance to bring out this biannual e-magazine. Wishing you all the best and for
a very successful journal and many more issues to come.

Prof. (Dr.) Chavi Bhargava Sharma
Executive Director & Dean, FBSS

Address from Head of the Department,
Economics, Social & Political Studies

KEEP YOUR FEARS TO
YOURSELF, BUT SHARE
YOUR COURAGE WITH
OTHERS.

Amidst the pandemic rise of economic, social, political and
anthropocentric challenges on the mother Earth, it is proven now
that Prof. Albert Einstein was and will be correct for ages to come.
Yes, humanity needs different solutions for the same set of
challenges that were created by them. Such solutions will come
through new intellectual endeavours of the youth who are in the
path of higher learning through critical and constructive, posthumanist and coexisting modernity. This prestigious journal is a
timely step for such an endeavour. I am deeply thrilled and excited
to see the initiation of this journey and look forward to its destined
path for the future.

Dr. Anandajit Goswami
Head of Economics, Social and Political Studies

From the Editors
Dear Readers,
The Editorial Board is pleased to present the very first edition of
the biannual “Eco-Bizz”, a Scholarly e-magazine for economics.
The

Editorial

Board

and

the

Advisory

Board

dedicated

monumental time, energy, and tireless effort towards this forum.
While there were many challenges to overcome, this experience
has been remarkably enjoyable and rewarding.
The Editorial Board is indebted to the Dean, Prof. Dr. Chavi
Bhargava Sharma without whom this would have been impossible
to make our dreams of a departmental magazine into a reality.
We would like to thank the Advisory Board for mentoring us all
way long and for strengthening the forum as we took our first
steps. We would also like to express warm appreciation to all
contributors and students of the department for their dedicated
and thoughtful work throughout this year.
The Editorial Board

About the magazine
“Eco-Bizz” is a student-run magazine that strives to allow students to
share innovative and diverse perspectives about economy and
society with a wide audience. The world today is constantly evolving
both in its socio-political dynamics and technological capacities, so
the magazine is digitally made available for easy access from any part
of the world.
The June issue focuses on different dimensions of World We
look forward to connecting the readers with the happenings of
the domestic as well as the world economy; global trends,

sector

initiatives, public policies and much more. The aim is to empower
the readers with new ways of thinking, reinvention of ideas,

about

global issues and expanding our reader base to formulate and
structure a new generation of readers.
We aspire to inspire and provoke, not to bore or lecture. The attempt
is to push an individual to bring out the most refined perspective.
For this issue we have received a number of excellent submissions
and it has been wonderful to see the diverse topics to which students
have devoted themselves. The passion students of this department
have put into these articles is readily apparent and their work truly
represents the breadth of perspectives that make this a unique forum.
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Is Lehman Brothers
happening again?
Shubham Aggarwal
M.A. Economics, 2019-21 (MRIIRS)

L

ooking back to the financial crises of 2008
that impacted the world's economy, there was
one entity known as "Lehman Brothers," a
multinational financial services corporation that
crashed and failed, owing to a cash squeeze
and a deterioration in the lending potential that
damaged the U.S. economy as a whole.
Thousands of employees have lost their
livelihood, unemployment had been at its worst,
other branches, such as real estate, have
utterly collapsed., capitalist and public were
afraid to invest, American government failed
to offer the bailout of Lehman, which resulted in
a worldwide recession by which the U.S.
economy has still not been recovered.

Now ten years later something similar is happening
with the Indian market as well, IL & FS Ltd.
(Infrastructure Leasing & Financial Services
Limited) as the name suggests is an Indian
infrastructure development and finance company
and serve as the holding company of the IL & FS
group. Its business operations are spread widely
across all fields related to Transportation, Area
Development, e-Governance, Health Initiatives,
Cluster Development, Finance, infrastructure,
Environment, Education, and Tourism. It operates
through more than 250 subsidiaries including IL &
FS investment managers, IL & FS financial services
and IL & FS Transportation networks India limited.
IL & FS was formed in 1987 as an “RBI registered
core investment company” by three financial
institutions namely the Central bank of India,
Housing
Development
Finance
Corporation
(HDFC), and Unit Trust of India (UTI) to fund major
infrastructure projects.
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A company which is holding some big
infrastructure
projects
like
Chenani-Nashri
Tunnel, Baleshwar-Kharagpur Highway, Pune
Sholapur Highway, Delhi-Noida toll Bridge,
Tripura Power Projects, The Sports Hub
Trivandrum, had defaulted in the payment
obligations of bank loans (including interest),
short-term deposits and failed to meet the
commercial paper redemption, it had a total debt
liability of almost one lakh crore and because of
the liquidity crunch in the company, violation of
credibility standards and poor management
performance, many rating agencies like ICRA and
CARE defamed the rating of its borrowing
programs. This created a panic between
investors, public and other corporates.
As such a big NBFC is facing a massive downfall
it started taking other NBFCs into it, like
other NBFCs are also facing the same situation of
liquidity, their NPAs (Non-Performing Assets) are
increasing, which raises the problem of liquidity,
and they failed to gather their trust among the
investors & public who in turn started investing
less in NBFCs as well as the existing
shareholders started demanding their moneyback which creates chaos in the NBFCs sector.
The market indices, Sensex and Nifty fell due to
this
crisis.
Not
only
this,
the shareholdings companies in IL & FS, big
banks i.e. SBI, CBI, UTI will not be able to
generate money because of the NPA, their credit
creation ability would decrease and after a
while, they could also face the problem of liquidity
crunch which will simply affect the economy

Last year our government and RBI had taken
some measures to support IL & FS, by taking the
charge into its power & changing the board
members by authorizing six new members
including Uday Kotak and imposing an in-house
investigation on the companies accounts and
started an open market operation to generate
liquidity in the company respectively, to re-built
this
NBFC
again.
The
report
which
the government got about the IL & FS shows that
the two giant audit companies i.e. Deloitte
and KPMG had done fraud in the companies’
audit and government had sent the notice to
these companies that they should be banned
from India.

But these are just half measures taken up by the
government to support such a big company as it
holds a big part of the economy, government is
treating this as a biscuit company by not taking
the absolute measures to bring this company out
of the crisis. On 5th March 2015, IL & FS share
was Rs 214 which has fallen to Rs 3 on the
current date. Right now the share market is facing
a huge downfall because of these NBFCs,
investors have almost lost 10 lakh crore due to
the NBFCs failure, which could have been
resolved by taking some keen steps such as they
could have installed NIIF (National Investment &
Infrastructure Fund) which could have monitored
the mismanagement in the company or by
providing the bail-out money, which would have
built trust on the existing shareholders i.e. LIC,
SBI & others to invest in the right issue of the
company and the problem of liquidity crunch
could have been resolved.
ECO-BIZZ MAGAZINE
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But apparently the government failed to do so, they acted like a Proverbial Deer trapped in the headlight,
who did not move, became motionless, actionless. Due to this hundreds of companies are filing for
bankruptcy and still, there is no hope of getting better. Presently unemployment is at its peak during the
past 45 years, small banks have failed, the agriculture sector, the auto sector, the real estate sector are
facing a massive downfall. This pushed our Indian Economy ten years backward. Last year i.e. 2018
showed a growth rate of 8.2%, which fell to 5% in the last quarter and now the crisis remains constant
and this will continue to exist.
The history is repeating itself just by changing the names of the companies. Another collapse of Lehman
is happening and the government remains static and acting like a new-born child, which in turn going to
push the Indian Economy in recession. But this could have been resolved by taking some precise
measures both by the RBI and the government which includes the issuing of bail-out money for the
commercial papers, injection of liquidity in the company’s assets, changing the business strategy from a
capital-intensive banking model to a low-risk brokerage model, alteration of companies audit to provide a
transparent financial statement, enforcing regulatory measures over the minimum capital requirement,
changing the management of the company and providing them financial stability which would restore the
investors and public confidence, this all would probably help to stabilize the company from the crisis and
the unforeseen future consequences that are yet to come.
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Impact of Economic
Inequality on an Economy
Sakshi Khattar
B.A. Economics, 2018-21 (MRIIRS)

E

conomic inequality refers to the unequal
distribution of income and opportunity between
different groups of society. This eventually leads
to a reduction in growth or production due to the
biased nature. Therefore, this is often said “rich
are getting richer and poor are getting poorer”. In
recent years increasing economic inequality has
triggered an outrush of analysis and reflection on
the causes and repercussions of these changes.
This article reviews the analysis of various
economists and their opinions on economic
inequality, particularly income inequality and it
pays off on the country’s growth and efficiency. It
presents different countries' results to highlight
the effects and changes from ancient times until
the present scenario with underlying arguments
based on certain debates.

Let us consider an example of the East Asian
Economy, It has experienced rapid growth over three
decades, with a relatively low level of inequality and
appears to have also achieved reductions in income
inequality, such as emphasizing high-quality basic
education and augmenting labour demand also
stimulated growth. Closing two virtuous circles, rapid
growth and reduced inequality led to higher
demands for, and supply of, education. Moreover,
low levels of income inequality may have directly
stimulated growth. Therefore, agreeing with the
cross-economy regression result is showcased with
a positive causal effect of low inequality of income
as an independent contributing factor to East Asia’s
rapid growth. In particular, investment in education is
a key to sustained growth, both because it
contributes directly through productivity effects and
because it reduces income inequality.
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A Throwback in Time
We are still a few decades away from
understanding that this not so negative
relationship between inequality and growth leads
to a huge positive change and yet another few for
its implementation. However, interest in inequality
is not a new phenomenon. In 1753, the Dijon
Academy of France organized a competition for
the best essay on the question: “What is the
origin of inequality among men, and is it
authorized by natural law” The winning essay was
submitted by Jean-Jacques Rousseau who
argued that before the invention of agriculture
and the frequent creation of property and laws to
protect individual property rights, human being
lived in a state of “moral equality”. Rousseau
observed that there could be evident differences
among human beings in the state of nature but
believed that moral or political inequality in
society arouses only with the creation of the
state. He also argued that inequality cannot be
justified by natural law but rather something that
is socially constructed.
The Maddison Project (2013), average real
growth income in Britain between 1000 and 1820
was only 0.12% per year compared with 1.28%
between 1820 and 2010. While the distinction
may seem small, it has resulted in an eleven-fold
increase in real average incomes in the United
The kingdom over the past 200 years compared
with a less than three-fold increase over the
previous 820 years.
As the Nineteenth Century unfolded, given the
industrial revolution, the concentration of income
and wealth in the highly industrialized countries
increased giving rise to such historical periods as
the Gilded age (1865 to 1914). Let us consider
the mid-20th century term when economists were
witnessing a decline in inequality in the
developed world. Given the narrowing of
inequality in more economically developed
nations, the economist's analysis suggested that
inequality in poorer countries was a transitional
phase that would reverse itself once these
nations became more economically developed. It
can be theorized that inequality in the less
developed world was good for growth because it
meant that the economy was generating wealth in
the form of an individual’s saving that can lead
growth through investment.

Higher levels of inequality
reduce growth in relatively
poor countries but encourage
growth in richer countries. Robert Barro

Present Scenario
Gears back in present, the modern trends look
very different, not only contradicting the previous
ones but also causing conflicts between sparked
economists. What conflict aroused, was the
fundamental question of “is inequality bad for
growth” Policymakers supporting the former idea
claimed that inequality may deprive the talented
yet jinxed ones (means the poorer section) of
opportunities and credit. In addition to this, it can
lower market demand, create instabilities, and
leaving the larger group of low-income families
to invest in their health, education, and training,
thereby retarding economic growth. Against the
issue, some economists debated that in this
challenging environment of the economic divide,
individuals will tend to work hard and be more
productive to receive higher incomes, thus
higher savings. It will provide for investments in
the future hence forming the cycle of economic
development in the country. Based on the data
from the World Bank (2017), the richest 10% of
the households in the United States have almost
18 times the income of the poorest 10%. In
Norway, the richest 10% have a little less than
the 6 times the income of the poorest ten
percent. Therefore, income discrepancies in
Norway are lower than the United States.
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Many explanations for the current increases in
economic inequality have been offered.
Milanovic (2016), in his article – Global
Inequality: A New Approach for the Age of
Globalization,
point
to
skills-biased
technological change as a major cause.
Technological innovations in recent years have
often led to the substitution of unskilled workers
with computerized machines that require highly
skilled operators. The result is that demand for
skilled workers has inflated, driving up their
wages while the opposite effect occurs for
unskilled workers increasing the disparities in
labour income. Skills depend on education so
wage inequalities may also reflect differences in
educational opportunities, ultimately retards
growth rate.

Most income gains of the past three decades in
the United States appear to have gone to the
very rich, many of whom receive very high
incomes while middle-class wages have
stagnated. Today top 73% of income in India is
received by just 1% of population and the rest,
99% undergo income discrimination. It’s not that
they are not working or unemployed but the fact
here is the income is more concentrated in the
hands of richer ones in a developing nation. In
countries like India and the Philippines at least
one in every two workers in the garments sector
is paid below the minimum wage. Todaro and
Smith (2012) argue that income inequality in
developing countries leads to inefficient
resource use that slows economic growth, social
instability, and affronts to common perceptions
of fairness. Growth is something that requires
each section of the society to progress, prosper
and treated equally. These recent facts make it
seem impossible for developing nations to grow
apart from the fact that the richest wealth will
accelerate with higher inequality.

Conclusion
The relationship between income inequality and
growth is still ambiguous. The comparison of
two time periods indicates a changing relation
between economic volatility and income
inequality and a negative influence on growth. A
survey conducted by Oxfam India says that 84%
Indians strongly agree that the gap between the
poor and the rich is too large. In terms of
attitudes and beliefs about inequality nearly twothirds of the respondents think that the gap
between rich and poor needs to be addressed
urgently. Therefore, this is a call upon the Indian
government to act on growing inequality and
create an equal India.
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How wealth is spinning
around bullion?
Muskan Rana
B.A. Economics, 2018-21 (MRIIRS)

I

f we want to understand the economy, we
need to understand the yellow metal. The value
of gold was recognized when it was used as
coinage. In 643 BC Gold was first used for
money. It’s value steadily increased since then.
Gold acts as a great store of wealth. India's lust
for gold is no more a secret and it has now
reached a point where India's economy and its
currency are being sacrificed in the bargain. The
gold purchase from foreign dealers for billions of
dollars has resulted in Indian currency being
sent overseas and a disruption in the foreign
reserve (balance funds coming in and going out
of the country), thus reducing the value of the
rupee. Gold prices are a good indicator of how
healthy the economy is like gold prices in
August 2019 was Rs 39383 while at the end of
the month was Rs 45000. This means at the
start of August the economy was healthier.

The economy is not healthy when the price of gold
rises because many investors prefer gold to protect
their investments from either a crisis or inflation.
When gold prices reduce, that usually means the
economy is healthy because investors have left
gold for other, more lucrative, investments like
stocks, real estate or bonds. Also, temples in India
have large deposits of gold. If these resources
come to banking systems it can be utilized for
investing purposes. In the Indian economy, the
obsession for gold is worse than a poor investment.
Unlike buying stocks or bonds, investing money in
gold slows the economy, rather than stimulate it by
sucking the cash out of the system.
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India is the world’s largest hoarder of gold. Gold
is an internationally accepted investment and has
some guarantee. The depreciation of Indian
rupee over the decade is because of imports of
gold. If we can stop imports altogether somehow,
Indian rupee will strengthen quite a bit. Most
Indians have a misconception that they are
buying gold in rupees which is not true. Since
gold is imported, the buyers of gold are
essentially selling the Indian rupee in exchange
for the yellow metal in foreign currency. So, the
purchase of gold is not a simple matter of
exchanging rupees for gold. By this, the entire
economic chain gets affected along the way.
Gold is an idle asset unless used productively for
our country. If the demand for gold increases,
India has to import gold unless there is
indigenous production. The government has
initiated many gold bond measures for monetizing
the gold assets, however, the rate of return is
very less. Meanwhile, the value of our currency is
depreciating due to the increase in the trade
deficit. It is believed that investment in gold is not
considered to be a good investment. Gold is
considered to be an unproductive asset because
gold will never produce anything and, in the
future, someone will pay for it more. Gold imports
affect the economy both in the short term and in
the long term. Gold increases the price of Oil and
Gas that could have been covered if the exact the
amount was spent on imports of oil and gas. It
decreases the value of Rupee against dollars and
increases inflation which leads to deep stagnation
in the long term.
The current account deficit (CAD) of India is
directly affected by the gold imports. The larger
the CAD concerning GDP, the risky it is for the
economy. Investors typically buy large quantities
of gold when the country is experiencing a high
level of inflation. Due to its intrinsic value, the
demand for gold increases during inflationary
times as it cannot be impaired. But gold can
retain value much better than other forms of
currency. The imports and exports strongly affect
the value of a nation's currency. The value of the
currency declines if the country is an exporter. On
the other hand, the value of its currency will
increase when a country is not an exporter.

E.g., If the country exports more goods and
services, they demand its currency increases
and if the country imports more goods and
services, they demand its currency decreases.
Nearly 170 tonnes of jewellery made of gold is
exported by India. Thus, when gold prices are
increased, a country will experience an increase
in the strength of its currency only if it exports
gold or have gold reserves because this
increases the value of the country’s total
exports. In a similar vein, interest rates also
correlate to the price of gold. If we want to
choose gold as an alternative investment to
bonds etc., low-interest rates make it easy
because they pay less in income and have the
risk of a substantial decrease in value when
rates rise. By contrast, high-interest rates make
bonds much more attractive compared to no –
income-producing assets like gold, and the high
borrowing cost for investors who have to take
out loans to buy gold.

BECAUSE GOLD IS HONEST
MONEY IT IS DISLIKED BY
DISHONEST MEN.
– RON PAUL

THE GREAT DEPRESSION of 1930 can very
prominently express the extent by which GOLD
can affect the whole world economy not only any
particular economy. The economic risk is
increased if we do not have gold reserves. The
central bank, RBI, owns gold for the same
reason as we do: to protect against adverse
impacts against our currency or economy. The
gold reserves are not going to help to improve
the GDP. It is the value addition or transactions
happening on those lines. So, the addition of the
gold reserve is not going to add any value.
Thus, India’s passion for gold is not new.
However, over the last few years, the imports of
gold have coincided with a rise in their prices.
This leads to the weakening of the rupee against
the dollar.
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Trade Discord between
World’s Superpowers
Vikas Jhakar
B.A. Economics, 2018-21 (MRIIRS)

T

he two largest economies of the world
namely, The United States of America and
the People’s Republic of China landed into
the ongoing trade war. This economic
conflict kicked off in 2018 when the USA’s
President, Donald Trump began the tussle
by putting heavy tariffs and trade barriers to
China.

This came down as the result to encounter the trade
deficit caused by the Chinese from several financial
years of trillion dollars from the 1990s to 2018.
Therefore, Trump’s administration had put the tariffs
to balance the malpractices of the Chinese economy
towards the United States. Keeping the fact that
these tariffs would eventually boost the local
manufacturing sector of the U.S. and could gain an
advantage to manipulate the trade agreements so
that it would profit both the nations equally.

It is essential that we uphold the basic principles of
multilateralism and free-trade.
ECO-BIZZ MAGAZINE
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The Fuelling Backstory
In 2001, America ushered China into the World
Trade Organization (WTO) to promote trade
between the countries. As China opened the
market for America so did America. As a result,
America became the largest importer of Chinese
goods whereas, China became the 14th largest
importer for American goods. With the notion of
expanding trade and further other new trade
agreements to sign in with China, The U.S. gave
China MFN title (most-favoured-nation. In 2005,
the imports of Chinese goods doubled up and
increased up to 31% as compared to the imports
in 2000, and for the USA, the exports to China
just increased by 1% as compared to the exports
made in 2000 which prompted the trade deficit for
the U.S.A.

In 2008, the WTO (world trade organization)
issued ruling against China for requiring foreign
automakers operating in the international
country to buy most of the components from
local suppliers or face tariffs up to 25%, instead
of the normal rate of 10%. The WTO agreed
that it amounted to unfair discrimination against
foreign parts, a violation of global trade rules.
The original complaint was filed in 2006 by the
European Union, the United States and
Canada, by the time, there had already been
accusations against China for using a
combination of subsidies, tax incentives and an
undervalued currency to gain an unfair
advantage over foreign companies operating in
China.

Trump’s Administration’s
Complaint

By 2000, then-President Bill Clinton signed an
agreement with China of removing tariffs and
open the markets for the Chinese. In return,
China would free Tibet and apply humanitarian
laws and would also free the Taiwanese. Clinton
once said in this speech and hopes that “For the
first time, our companies will be able to sell and
distribute products in China made by workers
here in America without being forced to relocate
manufacturing to China, sell through the Chinese
government, or transfer valuable technology for
the first time. We’ll be able to export products
without exporting jobs”.

By analyzing the trade deficit in 2015, thenPresident Barack Obama started an investigation
against China and obtained information regarding
China being forcefully transferring the technology
from the foreign companies and disobeying the
intellectual property rights which it had earlier
agreed upon while signing the trade agreements.

The paramount agenda of Donald Trump’s
2016’s Presidential Election campaign was to
put tariffs and trade barriers on china to stop
the improper trade malpractices like the
forcefulness of technology transfer and
disobeying the intellectual property rights
through which they're the currency was so
boomed up. To stop these malpractices and
manipulate trade agreements to benefit the
USA, these trade barriers and tariffs were to be
put as the sole motive of China.

The second principle objective of these trade
barriers was to support the local manufacturing
sector and the local manufactures to sustain
them at such a level so that the country exports
more and reduce down the trade deficit and
convert it into trade surplus as well as to
support the GDP growth of the country.

The Chinese government in its counterpart had
denied forced transfer of intellectual property
rights practice and acknowledges the R&D
performed in China. Former US’s treasury
secretary, Larry Summers assessed that the
Chinese leadership in some technological fields
was the result of huge government investment
in basic science and not theft of US’s
properties.
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Effects of the same:
On the other hand, the Chinese government
had also put sanctions on the imports of
American goods and the trade war erupted.
There were profits for some economies of
other countries (especially France) which filled
the gap of the trade war and already secured
their
deal
to
grow
agriculture
and
manufacturing to exports to China.
Other countries, including more than a dozen
Asian Pacific countries like Australia, China,
Japan, New Zealand, South Korea etc. signed
RCEP (Regional Comprehensive Economic
Partnership) agreement to make progress on
free trade pacts that lowers trade barriers and
would subsequently, increase trade between
China and the rest of the regional countries
(excluding India)
In Asia, today there is also one more economic
structure that is a comprehensive and
progressive
agreement
for
trans-pacific
partnership (CPTPP) – which will effectively
determine global chains for manufacturing in
Asia for years to come.

Current situation
Recently, a few months back, The U.S. put
blockage on the Chinese companies; Huawei
and ZTE, 5G technology and cheap mobiles
phones providing firms which were shattering
local
manufacturing
units
of
American
companies like Apple, but for now, senators of
both the countries are sitting together and
holding meeting, decided to lift trade barriers in
phases and partially signed an agreement.

So, it’s a win-win situation for
the U.S.A.
As the current situation right now, it is hard to
see how the Trump’s Administration started the
trade war with China on the basis of section
-301 investigation that identified structural
problems with the Chinese economy—state
subsidies, theft IP, lack of market access that
the administration said posed to U.S firms. The
first phase of the agreement is unlikely to
address many, though China has made some
particular changes in its IP protections and
offered some improvements in market access
for all countries, not just the US.
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Indian Economy: A snapshot
from 1947 to 2020
Tarun Soni
B.A. Economics, 2017-20 (MRIIRS)

I

ndependence brought dreams of economic,
social and political freedom. Seventy-two years
later, these ideals have transformed as India
seeks to join the $5 trillion clubs by 2030.
Through this article I want you to know the
progress
of
Indian
economy
since
independence to the current scenario. It gives
you glimpses of whether the Indian economy
will be able to meet the aspirations or not.

India’s independence was in itself a turning
point in its economic history. The country was
extremely poor as a result of steady
deindustrialization by British rule. For almost
200 years the Britisher’s ruled our country and
treated the people as slaves, we never got the
right to proper education; a development that
took place was just for their interest. They
exploited Indian resources thus making Indian
economy at the time of independence a
disintegrated, stagnant & deprecated economy.

Indian Economy at the time of
independence
The Indian economy was agriculture-based as 73%
of the total population was engaged in the agriculture
sector and its share in GDP was 57%; population
engaged in the industry was just 10% contributing
14% in GDP and 17% of the population was
employed in the service sector contributing 29% to
GDP. GDP of India was just $30.6 billion and with a
population of 345 million, the GDP per capita was
$70.39.
The literacy rate was just 12%, so the major
population was illiterate. The abject poverty and
sharp social differences had cast doubts on India’s
survival as one nation, as the poverty rate was 50%.
Before 1990’s the growth rate was 3.5% also termed
as the Hindu rate of growth. India was facing major
famines. Though the Indian economy was an
agriculture-based the economy then also we imported
food grains from other nations for self-consumption.
There was an under utilization of resources.
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Indian economic policy after independence was
influenced by the colonial experience, India set
up the Planning Commission in 1950 to oversee
the entire range of planning, including resource
allocation, implementation and appraisal of fiveyear plans. The five-year plans were centralized
economic and social growth program modelled
India’s first five-year plan, launched in 1951,
focused on agriculture and irrigation to boost farm
output. Then the green revolution took place in
1962, in which minimum support price (MSP) for
farmers and Food Corporation of India (FCI) was
set up, high yield variety (HYV) seeds were taken
from Mexico. It resulted in zero grain import. We
were technologically backward and there were
only a few industries so it was necessary to put
emphasis on industrial development and
increasing the variety of industries in our
industrial sector. Earlier the industries were in the
hand of government hence the public sector
enjoyed the monopoly over the markets. There
was a licensing policy to set up an industry that
was to be permitted by the appropriate ministry
and it was a long procedure to have the license.
In 1991, Liberalization, Privatization and
globalization (LPG) policies were launched.
Liberalization was done to end those restrictions
which became hindrances in the development
and growth of the nation. Privatization was done
to reduce the share of ownership of the
management of a government-owned enterprise.
Globalization was done to integrate the economy
of one country with the global economy as the
trade barriers were removed.

Indian Economy as on recent
scenario
The economy of India has moved on to be
characterized as a developing market economy
and is one of the world’s biggest emerging
market economies. It is the world's fifth-largest
economy by nominal GDP and the third-largest
by purchasing power parity (PPP). There is a
huge shift in numbers and a hugely impressive
achievement. Total population is 1.353 billion in
2018 with a GDP of $2.936 trillion (nominal)
and $11.326 (PPP) and the GDP per capita is
$2172 (nominal) and $8378 (PPP). Since the
start of the 21st century, annual average GDP
growth has been 6% to 7%, and from 2014 to
2018. India was the world's one of the fastestgrowing economy. Now the share of population
engaged in agriculture has lowered to 44% with
a 15% share in GDP and increased population
engaged in the industry to 25% contributing
23% share in GDP and population in the
service sector has increased to 31% with a
61% share in GDP. The population is the
second-largest in the world with the highest
number of the working population. The long
term growth prospective of the Indian economy
remains positive due to its demographic
dividend which accounts for healthy savings as
the savings rate has raised from 8% of GDP to
31% and investment rates with 520-millionworkers, the Indian labour force is the world’s
second-largest as of 2019. India has one of the
world's highest numbers of billionaires and
extreme income inequality. The literacy rate
has increased to 74%. The Bombay stock
exchange Asia’s oldest stock exchange is the
10th largest stock exchange and national stock
exchange the leading stock exchange of India
is the world's 11th largest stock exchange,
clearly these are big achievements.In 2019-20
India faced a major decrease in the growth rate
which was 4.5% which has different reasons
such as “demonetization” in 2016 and the
introduction of “goods and service tax (GST)” in
2017. Demonetization forced the MSME sector
to be friendlier and more accommodating
towards the digital arenas and made them more
accommodating towards change due to which
the growth rate of these companies went as low
as 1%. Exports of India also declined as MSME
contributes a major part to exports.
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Indian economy is also facing a banking crisis for
a long time, as a result, YES bank seizure by the
RBI happened due to which effect could be felt on
all markets with Sensex, nifty falling sharply,
rupee weakening in the international market and
freeze of the credit market. The world economy is
being affected by the coronavirus (COVID-19),
resulting in symptoms of global recession as the
travel is banned, sports events are being
cancelled, mass gatherings are prohibited and
the stock market is in freefall. Coronavirus started
from china, leading to declining in their growth
rate, imports and exports and the Indian economy
are also being affected by this as there is a fall in
consumer demand as reflected in lower sales of a
passenger vehicle, hotel bookings and retail
sales. Every year nearly $30 billion revenue is
generated from foreign tourist arrival to India, this
year there may be a decline in this revenue. It is
expected that the revenue of India could fall by $2
billion against the initial estimates from Bharat
Petroleum Corporation.

Conclusion
India has achieved so much in these 70 years
and there are many more things to achieve as the
poverty rate should go down further, there
should be less inequality and in India still
65.97% lives in a rural area which is very high.
In a nation government plays a major role in
providing direction to the economy and to
achieve sustainable economic development,
the government must focus on public sector
reform, invest in infrastructure development,
agriculture and rural development, also removal
of land and labour regulation, encouraging
exports, secondary education and public health.
This can happen if we all as global citizens
contribute our best to the growth and
development of our nation.
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Focus on Global Hunger
Index 2019
Shreya Kalra
M.B.A. (TSAS)

E

conomic development of a country is usually
measured by the growth of a country’s GDP. The
GDP is basically based on the per capita income.
The main drawback that arises here is the lack of
analysis of a variety of qualitative data. Despite
having a good GDP, a country’s qualitative measures
such as standard of living, poverty level, literacy
level, etc. may tell a different story altogether.
Therefore, there are a variety of ‘indexes’ for
measuring other aspects contributing to a country’s
growth,
since
economic
development
is
multidimensional. Also, with the introduction of
Sustainable Development Goals (SDGs), there is an
urgent need that the economic development of a
country goes hand in hand with sustainable and
equitable development. There are 17 sustainable
development goals and 169 targets that need to be
achieved globally by the year 2030. The article
focuses on The Global Hunger Index (GHI) 2019,
prepared jointly by Irish aid agency Concern
Worldwide and the German organization Welt Hunger
Hilfe.
TSAS: TERI school of advanced studies

The level of hunger in India is termed as
‘serious’ as its position declines to 102 rank out
of 117 countries. This rank reflects a lack of
food, poor quality diet, egligence of proper child
care practices, and an unhealthy environment.
The calculation of GHI is based on four
indicators; undernourishment, child stunting,
child wasting and child mortality. Child wasting
rate, i.e., the number of children below five
years of age who are undernourished, is the
highest in India at 20.8%. Though many
programmes have been launched in India by the
nutrition and health sector to tackle malnutrition
and Undernutrition, there seems no significant
improvement. Some of the initiatives taken by
the Indian government involves the launch of
Pradhan Mantri Matru Vandana Yojana, under
which pregnant and lactating women are
provided 5000 cash transfer; increasing the
number of Anganwadi workers in rural areas;
pan India launch of Rota Virus vaccines and
Pneumococcal vaccines, etc.
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Hunger level in India is labelled 'serious' as their position
declines to 102 out of 117 nations.

The reason behind a sharp decline in India’s rank in
the GHI is essentially the rapidly increasing
population and resistance to behavioral change at a
community level. A major reason behind the
prevailing level of hunger in India is Undernutrition.
Undernutrition can be caused due to poverty, failure
of crops, lack of knowledge, and inefficient use of
existing resources. As the population increases, the
vicious cycle of poverty gets bigger, leading to a
decline in the purchasing power of the people which
further impacts the overall economic, social and
sustainable development. Climate change and global
warming are the two factors due to which crop yields
got affected in many regions. Regions requiring
heavy precipitation faced a situation of drought
whereas most of the regions in India faced extremely
hot temperatures, which led to crop failures,
reduction in crop yields, and price hike in food items.
Low-income people are the most affected ones
because they are not able to get access to food.
Some of the sustainable development goals which
are affected or are linked with GHI are: Goal 1 – No
Poverty, Goal 2 – Zero Hunger, Goal 3 – Good
Health and Well Being, Goal 6 – Clean Water and
Sanitation, Goal 8 – Decent Work and Economic
Growth, Goal 12 – Responsible Consumption and
Production and Goal 13 – Climate Action. There are
several targets under these goals which need to be
achieved by 2030. If India doesn’t improve its rank in
the GHI by next year, surely it would be lagging in
the achievement of the above-mentioned goals.

It is high time for India to implement some
concrete policy measures to tackle hunger and
Undernutrition among children and teenagers.
The people at the bottom of the pyramid (BOP)
comprise about one-third population in India.
The government must pay attention to these
people and design public policies that address
the bottom of the pyramid segment of society.
Along with the increasing population, income
inequality is also rising leading to a
concentration of wealth only in few hands.
Income equality would considerably decrease
the level of poverty, thereby increasing the
purchasing power of people. There should be
policies related to the progressive tax system to
ensure equitable distribution of income in the
country. Mass awareness should be made
regarding the ill effects of climate change and
global warming because these issues cannot
be addressed on an individual level. A radical
transformation of production and consumption
patterns, especially in high-income countries, is
crucial to reduce emissions and ensure that all
people have access to healthy and sustainable
diets.
.
Governments
must
promote
sustainable
production systems, consumption of nutritious
foods, and reduction of food loss and waste
(GHI Policy Recommendations). Clean water
and sanitation, as well as quality food, must be
made accessible to the public so that health
and hygiene are maintained and Undernutrition
can be tackled. A country’s scarce resources
must be used judiciously and in a sustainable
manner. Community-level awareness should be
made, especially in rural areas, so that both the
parents and children are well informed about
the importance of nutrition and healthy wellbeing. Even after taking initiatives at a macro
level, there will always be a scope of
improvement, and improvements would require
strong monitoring systems at a multistakeholder level. A lot can be done before
hunger and undernutrition can be eradicated for
good
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Cut in Corporate Tax Rates
and some Fiscal Pain
Mahak Garg
B.B.A. (MAIMS)

O

n September 20, 2019, Finance Minister
Nirmala Sitharaman announced a reduction in
the country's effective corporate tax from around
35% to 25.2% for existing domestic companies
and 17% for new manufacturing companies
established before October 31, 2023, provided
the companies take no exemptions.
India's base corporate tax is now on par with
most Asian Companies. It is important for India to
come in the benchmark range and feel
competitive with most global economies with
which India competes and where it exports.
Resistance to change might impact the economy
adversely. Though, it doesn't claim that the
global investors would shift from other
economies to India solely. India couldn't become
the primary business-centric region as Thailand
and Vietnam have slashed the tax rates recently.

MAIMS:Maharaja Agrasen Institute of Management Studies

No doubt, the new lower tax rate would attract
fresh investment in manufacturing and also
translate higher profits and hence, higher
corporate savings. But the current taxation
system is more likely to impact the distribution of
income than growth or employment. Thus,
creating a wedge between the poor and the
richer. Companies will now get a larger share
from the existing investments while the economy
remains in the slowdown. Given the nature of the
current slowdown, which is mainly due to weak
consumer demand, there is no reason to
anticipate that the investment by private
corporations will rise if their tax outgo falls. For
instance, why would the current tax rate
encourage the auto sector's production?
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It is believed that the move, which involves
forgoing Rs1.45 lakh crore ($20 billion) in
annual revenue, will pose a dilemma for the
government. Fiscal conservatives generally
argue against deficits and in favour of balanced
budget policy.
Since World War II, the U.S. government has
been at a fiscal deficit for many years. Recently,
President Donald Trump, The United States of
America, estimated that the fiscal deficit would
probably exceed $1 Trillion for the entire fiscal
year due to a combination of tax cuts and
increased spending.
The quality of fiscal deficits matters. Deficits for
increased productive investment are entirely
defensive. Thus, this deficit dilemma is from a
short-run
perspective
provided
by
the
government to refrain the borrowings from
individuals and businesses since the clear
impact of government borrowing is that it
reduces the pool of available funds to be lent or
invested in other businesses. This is
necessarily true: an individual who lends ₹ 1
crore to the government cannot use that same ₹
1 crore to purchase the stocks or bonds of a
private company. Thus, deflecting the real
purpose of the reform in taxes.

"The way out of this dilemma
is another set of important
pro-growth reforms" - Arvind
Panagariya
Arvind Panagariya, professor of Economics at
Columbia University, rightly said, ' The way out of
this dilemma is another set of important progrowth reforms: strategic sales of public sector
enterprises (PSEs); monetization of infrastructure
assets such as highways, airports, ports, railway
stations and power transmission lines; and sale of
unused government-owned urban land. PSE sales
and asset monetization have already been on the
government's policy agenda. It must now pursue
the agenda vigorously, adding the sale of urban
land to it.'

Also, the Finance Ministry and regulators are
reviewing the possibility of abolishing the
Dividend Distribution Tax (DDT) and let all the
dividends be taxed as plain additional income.
The government feels the DDT might be acting as
a hindrance to the inflows of foreign investment in
the country. Currently, DDT (inclusive cess and
surcharge) is 20%. People earning dividends
above ₹ 10 lakhs are levied with an additional
10%. Thus, the rich strata would pay 42.7%. If this
happens, it would revoke the entire economy.
Higher taxes induce tax avoidance. Let me
exaggerate! The government didn't realize that
this would take into account the impact of taxes
on not just the existing taxpayers but the investors
that can be attracted from abroad too. The overall
burden will fall on the households and the
domestic companies will enjoy the incentives.
Thus, creating a deepening inequality. If the
government abolish DDT, it will nullify the impact
of the cut in corporate taxes.
There's a strong need for a similar reform of
personal income tax. Thus, corporate tax cuts
alone won't boost investment. The government
needs to have a clear blueprint to cover the deficit
and face vice versa.
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Employment and the
Economy
Shagnick Bhattacharya
B.A. History, (DCAC)

O

n some thinking, any policy with the aim
to increase employment is seen as a very good
policy.
Theoretically,
an
increase
in
employment will increase the general standard
of living in an economy, and increase the
purchasing power of consumers, hence
leading to overall prosperity. All this is
supported by the view that being employed is
better than being unemployed. In the long-run,
it may be truly correct that more employment
brings greater benefits to all sections of
society, which becomes more “prosperous” as
a whole. But in the short-run, the situation is
not as simple.

DCAC: Delhi College Of Arts & Commerce, Delhi University

One of the principles of Economics which you
may have heard of is that a society faces a shortrun trade-off between unemployment and
inflation1. That is, in the short-run, there exists
either inflation or unemployment in the economy.
Counterintuitive as it may sound, it really is true.
This relationship was propounded by economist
A. W. Philips in 1958, in which he showed that
years with low unemployment tend to have high
inflation, and vice-versa. The relationship can be
graphically represented, known as a “Philips
Curve”.
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To discuss this fact elaborately, imagine that there
exists an economy, which has a given rate of
employment and prices in the market, as well as a
government benevolent to its people. And,
convinced of the benefits of employment in
increasing the well-being of the people, the
government issues some policies which – directly or
indirectly – increases the level of employment in the
economy. As employment increases, the total
amount of income received by all working people in
the economy also increases. But from where is the
income arising.

A strong economy begins
with a strong, well-educated
workforce - Bill Owen
Employers. When government policy induces the
employers to increase employment, their input prices
for producing a particular good or service increases.
To ensure that their profits from participating in the
market remain the same as before, the employers
(or the firms) increase the selling price of the
commodity they sell. Thus, we see the advent of
inflation, as prices in the market rise. In this case,
there is no benefit from rising employment as the
standard of living remains more or less the same as
before, because a rise in income is accompanied by
a rise in prices. The rise in incomes and prices may
vary in different sectors of the economy, but the
overall impact on the economy as a whole remains
the same.

So what after this, eventually, the prevailing
inflation induces consumers to decrease
their demand for several (or all) commodities
in the market, guided by the Law of Demand.
Since inputs cannot be changed accordingly
instantly, producers (and indirectly the
employers) are left with unsold amounts of
the respective commodities. They approach
the government and show them their plight.
The government decides to lower the market
prices of the inflation affected commodities.
As the market prices reduce as a result of
this public policy, the employers feel free to
cut down on input costs – one of these being
the people under their employment. As the
equilibrium prices in the market are
stabilized, a lot of people find themselves to
be unemployed.

A rise in unemployment overtime is checked
by implementing policies aimed at providing
employment, and thus a cycle is created
alternating
between
inflation
and
unemployment. This phenomenon is so
natural that it escapes our attention unless
studied as the pattern over time, as was
done by Philips.
At this point, you might ask the relevance of
the whole trade-off between inflation and
unemployment because it is just in the shortrun. In answer, I’d like to point out that in
Economics, there is no definite time period
for “short-run”. This short-run process may
take place over the course of years or even
a few days.

Besides, it doesn’t necessarily mean that the
public policy for increasing employment will
be beneficial in the long-run. The long-run is
an indefinite future which usually brings with
it an increase in population. In such a
scenario, it cannot be said that increasing
employment opportunities would bring
general prosperity to the economy since in
such a case inflation might be associated
with no real increase in employment.
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In my opinion, the best time to implement the
public policy to increase employment is during a
time of recession in the economy, i.e., when
market prices are much lower than their normal. In
this case, an increase in employment brings the
market prices back to its normal level.
However, all the above discussion doesn’t
necessarily mean that there is no escape from this
cycle of the trade-off between inflation and
unemployment. There are some possible escapes,
and I will discuss two such cases here. Note that
there could be many other cases as well,
especially since here I have discussed the entire
process in a ‘Simple Economy’ model3. The goal in
the cases I discuss is to induce employers to
invest more in the economy, as we shall see
below:

Suppose that when the government had
launched the policy to increase employment, it
aimed at increasing the number of employers in
the economy (by providing incentives such as
lower wage rates, better facilities, etc.). This
would have led to more employers entering the
market – some of them from outside the
economy (provided there is no barrier) – and
inevitably increasing employment in the
economy. In this case, both market supply and
market demand increase because suppliers
have more inputs and the consumers as a
whole have more income to spend. The market
price levels will remain the same as before as
long as the increase in market demand equals
the increase in market supply.
A similar solution would be to reduce the rate of
interest on savings in the economy along with
executing the public policy for increasing
employment. As the employment level rises, the
rate of interest is made to decrease. This
induces consumers (with an overall increased
income) to save less and spend more of their
income. When the consumers are induced to
spend more, the producers are induced to
produce more due to the availability of higher
returns. To produce more, they need more
inputs – and indirectly more people to be
employed.

Lastly, I would highlight the importance of
relative incompetence in the economy. We
know that the equilibrium situation implies the
optimal performance of the economy, but it
does not necessarily mean full utilization of all
resources in the economy. The people who are
unemployed in the economy will be seen as
economically
and
socially
unproductive.
However, this is not always true. In any
economy, some amount of inflation is always a
necessity in order for economic growth to take
place4. According to the Phillips curve, such a
situation would require unemployment to exist
accordingly. Hence, the unemployed people, by
virtue of their incompetence (on relative terms)
to the more competent employed people, are
actually contributing to economic growth by
remaining unemployed.

Economics is a game of equilibrium. When an
economy is in equilibrium, it can be observed
that some units still remain unemployed. The
concept of the highest level of economic
efficiency might seem to be conflicting with the
fact that some of its potentials still remains
unemployed. This is where the relative
incompetence of the unemployed factors
becomes important. At the beginning of this
article, I had presented the idea that
unemployment may be seen as a bad thing.
Usually, it is not so from the point of view of
economic efficiency. The relative incompetence
of some units forces them to remain
unemployed until and unless employing these
units assures higher returns to the economy.
Therefore, unemployment might not be seen as
a restraining factor on economic development.
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Wax and Wane of
the Indian Economy
Sushmita Dindwal
B.A. Psychology, 2017-20 (MRIIRS)

W

hen it comes to a developing nation like
India, its economy is the most decisive factor to
look out for shortly. "Indian Economy is like the
one-eyed king in the land of the blind" well said
by Mr. Raghuram Rajan while addressing some
good things that have happened to the Indian
economy, but still there are some things to be
done he added.

Having a population of over 1.369 billion and a GDP
of $2.936 trillion, India stands at the 5th in the
nominal GDP rankings according to the International
Monetary Fund. India's per capita income had
increased only at an annualized rate of 1% rate for
three decades after its independence. After the
beginning of Economic liberalization in the 1980s,
India has slowly opened its market for the foreign
trade and with some fundamental reforms in 1991
and their renewals in the 2000s, India has
progressed towards a free-trade economy.

Indian Economy is like the one-eyed king in the land of
the blind.- Mr. Raghuram Rajan
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The economic growth had been driven by the
expansion of the services that have been growing
consistently faster than other sectors. The pattern
of development of Indian Economy has been a
specific one and the country might be able to skip
the industrialization phase, in the transformation
of its economic structure. Employment always
plays a significance role in economic growth, but
this is not all, there have been many more factors
which do affect the Indian economy which
includes the capital flows, stock exchange market,
inflation, global currency, neighbouring countries,
political changes, energy, oil prices and many
more. Above all, if all the above boxes of the
check sheet are checked, then why is that we
have lacked in the economic sector. The low
levels of national income and per capita income,
inequalities in income and wealth, massive
unemployment, tremendous population growth
has
contributed
towards
the
economic
deceleration in India.

Since the independence of India, the major
acquisitions for the economy were seen under the
1991 reforms which are regarded as the triumph
of reforms for the Indian economic development.
It aimed at a faster rate of growth, reduce poverty,
promote equity. This reform also had its setback
in the form of major reflectance in the field is
agriculture, due to which agriculture growth rate
remained stagnant over the years.

The crisis going on within the economy has
trapped all the sectors. The latest annual report of
the RBI for the fiscal year 2019 confirmed that the
Indian economy has come to its lowest point. The
GDP growth rate of the economy has come to 5
percent for the first quarter of FY20, lowest in the
past six years. This indicates there is still more to
come. The recent collapse of the automobile
sector or the rising non-performing assets
(NPAs), sluggish consumer demand or negative
growth in the manufacturing sector, all are deescalating the growth rate.

When these sorts of crises arise it's the sole
duty of the government along with the citizens
to take on the charge and step up against the
crisis. Some economic policies have been
adopted by the Indian government as a source
of economic up-gradation. These include the
Trade policy, the Industrial policy, Fiscal policy,
Agricultural policy etc. A turn around in
agriculture played a key role in enhancing the
GDP and thus boosting industrial growth as it is
the main source of revenue for the Indian
government.
The
task
of
agricultural
transformation in these areas is not easy, it will
require a tremendous improvement at the
ground level and a good administration to
provide the farmer with the full package of
support needed. But the process has taken off,
and further acceleration can be expected.
Another
major
aspect
includes
rapid
industrialization, Privatization, which has been
considered to be the answer to the public
sector
inefficiency,
modernization
and
urbanization as suggested by the government
should be a major relief against the economic
crisis.
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The record shows, an economy that has gained in strength and structural maturity in many dimensions
has certainly emerged from the pattern of excellent growth that evident in the mid-seventies to a far better
performance subsequently, especially in the most recent years. A growth rate of 5 percent is now
definitely sustainable and could even be bettered in the future if the considerable unutilized potential builtup from past investment in the economy is effectively exploited. There is considerable scope for cutting
such benefits both in agriculture and in industry, with the present levels of rate of investment. The policy
initiatives being taken in the industrial sector might bring a change in the economy. A major factor that will
help stimulate vicious cycles in the Indian economy in the future is the expected slowdown in the rate of
growth of the population. With the population growing at over 2 percent per year, much of the growth in
production in the past has been absorbed by a rising population. Hence it is evident that only the
government aid won't be helping much, instead, it's us the common people, the taxpayers who can make
a difference.
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India in the Era of
Economic Reforms
Vidit Misra
B.A. Economics, 2018-21 (MRIIRS)

T

he setbacks of the Indian Economy majorly
in the 1980s paved the way for “The New
Economic Policy of 1991”. The backdrop which
gave rise to the gruelling financial crisis of the
nation had a considerate picture: from
numerous factors both internal and external
which had been distressing the nation since
independence. Retaliation was an immediate
panacea to this ailing nation’s economy. The
only way out was to integrate the domestic
economy
with
the
world
economy;
Liberalisation, Privatisation and Globalisation.
This saw an end to License Raj and
redesigned India’s trade policies.

There were several factors that caused this
reform to be brought into our country. Some of
the international reasons include- The collapse
of Soviet Union, which was India's major trading
partner. Another major overseas was the Gulf
War, which caused an increase in oil prices,
resulted in a balance-of-payments crisis for
India, which faced defaulting of loans as a likely
outcome. The breaking up of the USSR in the
north and the Gulf War in the west led to the rise
in tensions in the foreign markets and were
among the few external factors that contributed
to the crisis.
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On the political lines in India, in 1991, there was a
significant change in political parties and
ideologies which ultimately gave rise to the
unstable offices being held during this period.
This political instability was ended by Narasimha
Rao government and Dr. Manmohan Singh as the
Finance Minister. They brought about much
sought after economic reforms that reshaped
India's trade policies and the way India
participated in international markets. These
reforms had cut out and eliminated License Raj (a
type of trade tax from British Rule), reduced
interest rates, discarded the MRTP (Monopolies
and Restrictive Trade Practices) Act and allowed
FDI (Foreign Direct Investment) in many sectors.
This enabled small industries at that time to trade
freely with foreign industries and make deals
overseas with the United States, Europe and
Russia.
These policies were regarded so highly that after
liberalization, India has remained unchanged with
regards to trade policies. It is also claimed that
these economic reforms saw a shift from the low
growth trap which was euphemistically called the
“Hindu growth rate” from which we broke free in
the early 2000s to a better and steadier growth
rate. This growth rate has been maintained by
enlarging and we have seen many international
brands come into India due to these reforms as it
opened our country to international companies
and organizations.

Internal and External Factors
On road to 1991, before the crisis began, several
internal and external factors were affecting the
economic scenario in India. Some factors which
were responsible for the crisis are worth a
mention.
The United States, at the time, was fighting
Iraq posed a very big problem for India. This
was because Iraq was one of the biggest oil
exporters to our nation and this war caused the
prices of crude oil to increase massively.
India’s oil import bill increased due to the Gulf
War. India also faced a huge problem, like the
United States, during the war, had minimal
trade with India. This was another nail in
India's economic coffin as a huge trader had
temporarily reduced trade with India.

Another implicit factor which affected our
international policy was the disintegration of
USSR, in 1985, which was caused by two main
policies: Glasnost (meaning openness and
transparency in Russian) and Perestroika
(meaning reconstructing in Russian) which
eventually led to the downfall of the Soviet Union
because of the mass criticism over the governing
and implementation policies in USSR. These two
reforms left a significant trail which was
replicated by the Indian government in a subtle
way in the bold reformative trade policies of
1991.
A direct cause of the problem was the limited
access to trade, which only a select few
companies had. This right to trade was given
by the government and was a policy from the
British Rule's time, known as License Raj or
Permit Raj. This License Raj or Permit Raj was
controlled by the state and gave very few
licenses to industries and played a villainous
role in stopping local products from reaching
international markets.
Moody’s Investor Service, at that time, had
downgraded India after the 1990 budget failed.
This was a major cause of concern as it then
became impossible to get short-term loans.
The government was already suffering from a
bad economy it was in no position to promise
anything to take measures to better the
economy immediately. The World Bank and
IMF also stopped their aid which led to
isolation on an international level where there
was no backing for India other than mortgaging
its gold.
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Policy Reforms
India’s foreign exchange reserves under
Chandra Shekhar’s administration (which only
lasted for 72 days) were barely enough to last
for roughly about three weeks of essential
imports which were alarmingly low for India.
(Chandra Shekhar was India's 8th Prime
Minister and held office shortly during the crisis).
India was only a couple of weeks away from
losing out on all its foreign reserves which would
have caused an external balance of payment
obligations. To counter this, the Indian
government applied for an emergency loan of $3
billion by pledging 66 tons of gold to the
International Monetary Fund. This gold had
accumulated in the coffers of the Board of
Customs and Excise over time, while being
smuggled into India and was securely kept with
The State Bank of India. The International
Monetary fund physically demanded to see the
gold and had it transported out of the country
and into the banks which gave the loans. This
was one of the rare times that gold had been
physically demanded instead of an exchange of
receipts, implying mistrust, lack of faith and
unreliability of the Indian Government at that
time.
Shortly after, a new government came, headed
by Prime Minister P. V. Narasimha Rao, our
country faced huge economic problems caused
by the increase in the price of oil, which was
only increasing and saw no stopping.
(Narasimha Rao was India's 9th Prime Minister
and came out with a solution for the economic
crisis).
To counter this and bring India out of this
turmoil, Dr. Manmohan Singh, as the Finance
Minister of India promised expansion of the
services sector helped largely by a liberalized
investment and trade regime. This would
increase consumer choices and reduce poverty
significantly. Stabilization measures to control
the crisis by maintaining sufficient foreign
exchange reserves were taken. Structural reform
policies to improve the overall economic
condition by increasing the international
competitiveness and removing the rigidities and
other
restraining
obstacles
were
also
undertaken.

Some of the key initiatives
policy reforms undertaken were:
Industrial Reforms: Industrial licensing was
abolished for almost 80 percent of all
industrial
projects.
Diversification
and
capacity expansion could be done freely by
large companies after the repeal of the
Monopoly and Restrictive Trade Practices
(MRTP) Act.
Trade Reforms: The focus of trade reforms
was to open up the Indian economy to the
world. Freer imports and exports were
sanctioned by the government. The trade
policy of 2nd April 1991 freed imports for
nearly all capital goods. There was a drastic
reduction in import duties and tariffs as well.
Foreign Investment Reforms: The budget took
several steps for the accommodation of
foreign investments in India. A specific list of
high technology and high investment priority
wherein permission for up to 51 percent of
Foreign Direct Investment (FDI) was allowed.
Capital Market Reforms: In response to
reform the capital markets, the removal of
direct control and the setup of a regulatory
framework
based
on
disclosure
and
transparency, supervised by the independent
regulator was a major step in the right
direction. The Securities and Exchange Board
of India (SEBI) was set up to look into these
issues.
Privatization: Several loss-making units were
sold off to the private sector. The sale of a
minority stake to private sector enabled the
government to inject competitive and efficient
private
sector
business
practices
in
government enterprises
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The Present Scenario:
Since 1991, India has seen immense growth and financial stability ever since. There has also been an
improvement in the quality of life and trade liberalization post these reforms. The Agricultural and
Industrial sectors have also felt these changes and there has been an increase in India’s GDP which
stands at $2652 billion, and is 5th largest in the world. India has also been able to bridge its deficit
through foreign investment (FDI) inflows.
However, Moody’s Investors Service again lowered its 2019-20 growth forecast for India, claiming the
economy is experiencing a pronounced slowdown partly due to long-lasting factors. So, it stated that yet
again we are standing at the crossroads of an imminent economic crisis in waiting or maybe we are at the
end of yet another tumultuous trade cycle, ready to take off to the next level of growth
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Major Events of ECOnomads

