CHAPTER 10 - INDIAN ECONOMY

@ This chapter explains how the Indian economy changed over time.
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Pre-Independence Post-Independence Economic Current State
Period Period Reforms of Economy
@D PRE-INDEPENDENCE PERIOD (1850-1947) @) POST-INDEPENDENCE PERIOD (1947-1991)
This was the period of British Rule in India. :; :’; After Independence, India faced many problems:

Be'fwe British exploitation, India was rich, self-reliant
and famous for handicrafts.

MAIN FEATURES

Largest economy of

Prosperous &
self-reliant villages

% Self-sufficient villages

Cities as centres of
commerce, pilgrimage
& administration

, Simple division

4k 21 of labour

R b

Agriculture was
main occupation

Highly skilled artisans
& craftsmen

B

India was rich but gradually exploited under British rule.

ancient & medieval world

Example: L~
Bengal muslin cloth ;
was exported to Europe.

Example: Villages had

farmers, potters,
weavers, blacksmiths.

Example: Farmer
exchanged wheat
for pots made

by potter.

Example: Surat
became a major
trade centre.

Example: Weaver - cloth,

Goldsmith - jewellery,
Farmer - crops.

Example: Major crops -
rice, wheat, cotton.

Y

Example: Banarasi silk and

&) ECONOMIC REFORMS OF 1991

India faced a serious

lia:

economic crisis in 1991,

To evercome this, government
introduced LPG Refarms.

P - Privatization
More role of

L - Liberalization

Less government
control.

>

G - Globalization
Trade with
world increased.

Example: Foreign companies like Samsung, Hyundai,
Coca-Cola entered India more freely after reforms.

L v sung
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Ceetola

These reforms opened the Indian economy to the world.

QUICK REVISION TABLE

Slow economic
growth

So, government adopted Planned Economic Development.

Low industrial
development

Focus on
eqguality &
development

Steel Plants Railways

Goal: To build a strong, self-reliant and developed India.

@) CURRENT STATE OF ECONOMY

India has achieved a lot: But still faces challenges:

v Growing industries “ X Unemployment g

V’ Strong technology mctorﬁ x Poverty
+" Better infrastructure m XK inequality
v Increasing global trade m X Regional imbalance

v muinmm% X MMMELMM:&

India is growing, but more efforts are needed for
sustainable and inclusive development.

ONE-LINE MEMORY TRICK

Period Main Idea

Indta was rich, self-reliant but explofted
Pre-Independence {1850-1947) incha BTk e

Governmaent planning. Five-Year Plans,
Post-Independence [1347-1%591) xibiic & g

- ; — Rich india
Rt (1997) ﬁ |I m liberalized, privatised {Self-reliant

Econcemic Reforms globalized the economy. villages)

Current State of Econonny

Growing cconomy with opportunitics
but still facing many challenges.

British
Explaitation

Rich India — British exploitation -+ Planned economy — LPG reforms —

Modern growing economy
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KAUTILYA @ 238} CHANDRAGUPTA | [-as==

(CHANAKYA) | (NGil  MAURYA | (- 321-296 BCE

Arthashastra is one of the earliest inown treatises on Indian economic philosophy and polity.

o ANCIENT GUIDEBOOK FOR | PIONEER WORK ON | (] “ARTHA" # ONLY o SCIENCE OF
RUNNING A KINGDOM | STATECRAFT WEALTH MATERIAL PROSPERITY
Kautilya wrote Arthashastra It is a pioneering work on the Artha means TOTAL Arthashastra is the science of
to help kings govern properly, art of running a state MATERIAL WELL-BEING | material prosperity or means of
make political decisions and (statecraft). It explains of people, not just money, subsistence of humanity.

improve the economy. administration, diplomacy,
military, economy and more.

Good living
conditions
( Example: Lituda‘g.r_gnwmments ( Example: How to choose ) Example: A country is truly ( Example: Improve farming,
use policies, budgets ministers, collect taxes, rich when people have food, ' promote trade, use resources
and tax systems. maintain army, etc. . income and live safely. . msely ta increase prospun‘ty
e WEALTH (PRIMARY) 0 PROPER USE & | o STRONG AGRICULTURE 0 FAIR, EQUAL & EASY
AND LAND (SECONDARY) MANAGEMENT OF LAND ! ; TAX SYSTEM
Kautilya emphasized strong
Wealth is primary but land is Land should not remain unused. | ,qricyiture for high production Taxes should be fair, equal for
alse essential because agriculture It should be properly used Sl AT FEVETI. all and easy to understand,
was the main source of income. and managed.

| Example: More fertile land — Example: Build canals, improve Example: Good harvest — | Example: Poor farmers should

more crops — More revenue irrigation, support farmers and farmers earn more — government nat be avertaxed during
for the kingdom. make land productive. collects more taxes. | droughts or bad harvests.
MULTlgLSTﬂ;EHAM @ TRUE KINGSHIP 0 GREATEST GOOD OF SEVEN ELEMENTS OF
Arthashastra is mutildisciplinary A true ruler should put people’s GREATEST NUMBER A 5t:n§1::|?e"d2:3:i
covering politics, economics, welfare above personal desires. Policies should aim for the saveriinoctani Glermerbs:
military, diplomacy, state A greatest good of the
functions, social arganintinn greatest number of Pgnpl._ w 1. King
&%8 2. Ministers
i ﬁj i 3. Farmlands
i = Bl 4. Fortresses
Politics nomics © Military [ 5. Treasury
o B W =
&3 7. Allies
Diplomacy | Administration | Social Org. Example: A king should spend L
money on roads, irrigation, Example: Building a dam that Example: Modern countries also need
| Example: It is like combining many safety and people's welfare, helps thausands of farmers leadership, economy, defense and
subjects in one great book. not on his personal luxuries. and improves their lives. strong international relations.

WHAT DOES ARTHASHASTRA TEACH US?

Result: r

- b y A y Prosperous, happy
Develop Collect Promote trade Keep thestate | Work for public and strong kingdom!
agriculture fair taxes and industries strong and secure welfare

SUPER QUICK REVISION TABLE ONE-LINE MEMORY TRICK

Topic | Easy Meaning

Arthashastra | Ancient book on economics, politics and statecraft.

Artha | Total material well-being, not just money. 4 ﬁ + m + m — &
Main Focus | Land, agriculture, resources and people’s welfare.

Taxes Fair, equal and simple. Arthazhastra Strong Fair Public Strong & Prosperous
True Hlng.shlp | Fut Pmli.rs welfare abave mm' desines. ‘.’KJBU‘“}"B} o .ﬁgm:uilur- Ta::u WELHN : Ihngdnm
Strong State | Neads 7 alements: King, Ministers. Farmlands, “Strong agriculture + falr 1,axes - puhllc welfare =

Fortresses, Treasury, Military, Allies. : Arthashastra philosophy.”



DESTRUCTION OF INDIAN HANDICRAFTS & MANUFACTURING DURING BRITISH RULE

From a Prosperous Manufacturing Economy to a Supplier of Raw Materials

D NousTRIAL REVOLUTION
IN BRITAIN

In the 18th century, machines

increased Britain's production

of goods.

They needed raw materials
and markets to sell their

INDIA CHANGED FROM
MANUFACTURER TO
RAW MATERIAL EXPORTER
Earlier: India exported finished
products like silk, cotton
cloth, handicrafts.

After British rule: India mainly

Aad ‘

cotton from India to make cloth.

—

’B DESTRUCTION OF INDIAN
HANDICRAFTS
Demand for Indian handmade
products fell sharply.

Many weavers, potters and «f
craftsmen lost their jobs.

éxaTnple: Bengal muslin wea
became unemployed because people
AR e TR

BEFORE
BRITISH RULE

* India was a major
manufacturer,

+ Exported finished
goods warldwide.

+ Strong village economy
with agriculture +
handicrafts.

IN SHORT:

"

finished goods. exported raw cotton, jute,
j S indigo, opium.
P Y @ # ®
= Raw Cotton Jute Indigo Opium
Example; British factori Example: Instead of exporting ready-made

clothes, India started exporting only
raw cotton bundies.

:

) B BRITISH POLICIES FAVOURED

BRITISH INTERESTS

British rule focused on profit for
Britain, not the development of India.

Example: Railways were built mainly to
transport raw materials to ports and |
export them to Britam. _I

India; Exporter of Finished Goods

+ India became a supplier of raw m:

« Handicrafts and wnds

= British goods flooded the Indian market.

DISCRIMINATORY
TARIFF POLICY

British government imposed:

+ High taxes onIndian goods
in Britain

+ Low taxes on British goods
entering India

4

Indian goods became expensive,
Eritish goods became cheap.

p—

was costly in Britain, while British

Example: Indian handmade cloth
cloth was cheap in India.

‘ ] CONSUMER DEMAND SHIFTED
TO FOREIGN GOODS

Many Indians began preferring British

clothes and Western lifestyle.

Imported products became popular.

Example: Urban rich peopie started
wearing British suits instead of Indian
} handwoven clothes.

aterials.

=

« Unemployment increased.
= Village economy weakened.

India: Supplier of Raw Mat

v

| OVERALL IMPACT |
) Decline of Indian industriss & handicrafts

| Q Loss of jobs for millions of artisans
) Dependence an British goods
Q Economic backwardness

INDIAN GOODS LOST |
COMPETITIVENESS
Machine-made goods were faster ‘
to produce, cheaper and more
uniform.
Indian artisans could not
compete.

\ u

Hundreds of pieces

Days to make =
in one day

B . .
Example: A handloom weaver needed
days to make one saree, factaries
produced hundreds in one day.
[E) viLacE EcoNoMY WAS DESTROYED

| Earlier villages had balance between
agriculture and handicrafts.
After British policies:
« Artisans lost work
= Villages became dependent
only on farming.

Example: A village weaver stoppad eaming - |
because factary cloth became cheaper.
~ Now the whole village depended mainly an farming.

EASY MEMORY TRICK L_[
“British factories grew

¥

Indian handicrafts declined”

(%]

jals & Market for British Goods

L%

British industrial growth + unfair policies + raw material exploitation = destruction of Indian handicrafts, industries and village economy.

of self-reliant villag




British policies were made to benefit Britain, not Indian farmers.

2
LARGE SCALE UNEMPLOYMENT ZAMINDARI SYSTEM CREATED o HIGH DEPENDENCE
IN AGRICULTURE PRESSURE ON FARMERS ON MONSOON
* Industries and handicrafts declined. » Zamindars collected rent/tax from farmers. + Very few irrigation facilities.
» People had no other jobs except farming. » Taxes had to be paid even in bad harvests. * Farming depended mainly on rainfall.

~aS S
Example: A weaver lost his weaving work ( Example: Even if crops failed due to drought, ‘ = TGosd rar : =
[ and started farming on small land. ‘ farmers still had to pay rent. | Bcvple: raini=s goodhacvest,

\ A No rain — famine and hardship.

LAND SUBDIVISION & 6 SUBSISTENCE FARMING o FARMERS BECAME HEAVILY INDEBTED
FRAGMENTATION : ;
e . » Farmers grew crops only for survival, * High taxes, crop failures and poverty

* Landkept getting divided among family » Very little was left for sale in the market. forced farmers to borrow money.

members generation after generation. » Loans kept increasing due to high interest.
* Very small farms reduced productivity. ey g

Grandfather Father's time Next generation 7 | [/ Y
10 acres 4 sons Each gets 1-2 acres 5

i

Ealel
=» ad
i

— — o e

 Example: From 10 acres land, each person

Example: A farmer produciust enough - ‘ [ Example: After crop faflure,'farrne_r ;':odldr;t B
ﬁnallg_r_gt_:ts only 1-2 acres. L food to feed his family. repay loan and debt kept increasing.
o EXPLOITATIVE MONEYLENDERS LOW TECHNOLOGY & LACK FORCED CULTIVATION OF
* Moneylenders charged very high interest OF IRRIGATION <o COMMERCIAL CRO.PS.
and had unfair conditions. » Old tools, wooden ploughs, little fertilizer * British forced farmers to grow indigo, tea,
* Many farmers lost their land. and poor irrigation. coffee, cotton etc.

* Productivity remained very low. » Less food crops were grown which
caused food shortages and famines.

Indigo Tea Coffee Cotton

Example: Borrowed %100, after years - || Example: While western countries used machines, ‘ . Exam-pie: Farmers were forced to gww-indigo
had to repay ¥300-%400. |‘ Indian farmers still used bullocks and old tools. instead of rice/wheat.
OVERALL RESULT
& - ¢ = - I
Heavy taxes Crop failures & Debt & poverty Food shortages Collapse of Indian
& exploitation monsoon dependence increased & famines agriculture

. KEY TAKEAWAY: High taxes, unfair policies, loans, low technology and forced cash crops destroyed
’@‘ Indian agriculture and made farmers poor and powerless.




INDUSTRIAL SECTOR DURING BRITISH RULE - EASY EXPLANATION

1. TRADE PATTERN: RAW MATERIALS OUT, FINISHED GOODS IN

A. INDIA EXPORTED RAW MATERIALS Export of B. BRITAIN SENT FINISHED GOODS

India exported raw materials to Britain. raw materials Britain sent finished goods back to India.
from India to Britain

e e Readymade Goods
INDIA /\ BRITAIN _ N
E\S f FTTIR dress, shirt,
5{_? etc.

L
v Clothes
o  — = - Examples:

Import of @ mill made

finished goods cloth
from Britain to India .

2. DEVELOPMENT OF INDUSTRIES IN INDIA (MID-19™ CENTURY ONWARDS)

A. COTTON MILL INDUSTRY B. JUTE INDUSTRY C. OTHER INDUSTRIES D. BEGINNING OF E. OVERALL PICTURE
& _ ALSO DEVELOPED HEAVY INDUSTRIES
» s v Brewing
» Grew steadily in cities * Developed mainly around
like Mumbai and Calcutta (Kolkata). —
Ahmedabad. » Jute used for ropes, « Iron industry and other Industrial growth
+ India had 9 million spindles bags, packaging. heavy industries started l:_nagan but was
in the 1930s and became » By the end of the 19" developing. limited and late
internationally competitive. century, India became * Some industries were b A e .
() Walegenpme:  § established with i i
bl proceicer in the world, iy British capital.

3. LIMITATIONS OF INDUSTRIAL GROWTH & DECLINE OF HANDICRAFTS

A INDIA'S POSITION B. PRODUCER GOODS C, BRITISH POLICIES D. INDUSTRIAL GROWTH E. FACTORY EMPLOYMENT
« India's iron industry ranked INDUSTRIES DID NOT DISCOURAGED INDIAN WAS INSUFFICIENT WAS VERY SMALL
Industries that make = British government made transformation in India's jobs in factories.
machines, tools, equipment policies that favoured economic structure. « Only about 0.4% of
Atact sl British industries. : _ i :_:wwm < o0n
« Indian industries were not Share in Mt Domestic and 1.4% in 1941,
allowed to compaete freely Product (NDF) of

- Before the Great Depression, with British industries. manufacturing sector
India was the 12™ largest {excluding small scale &
industrialised country based cottage industries)

= only about 7%

Example: India produced
cloth, but not encugh
machinery and heavy
equipment.

in 1946,

4. REASONS FOR DEVASTATION OF HANDICRAFT INDUSTRIES DURING BRITISH RULE

1. BIASED TARIFF POLICY 2. UNFAIR COMPETITION 3. DISAPPEARANCE OF 4. WESTERN LIFESTYLE
» High taxes on Indian goods = Machine-made British goods PRINCELY COURTS = British goods were preferred
and low taxes on British were cheaper, faster and = Earlier kings and nawabs by rich Indians and zamindars.
goods. of uniform quality. supported artisans and + Demand for Indian handicrafts
» Indian handicrafts became * Handicrafts could not craftsmen. fell drastically.

expensive in Britain, compete with them. _

* After the decline of princely
courts, their support ended.

High Tax on Low Tax on
Indian Goods British Goods

Indin became a supplier of raw materials
-~ IN SHORT mdun\umﬁwnpr':hhgmds.
Industrial growth was slow and one-sided.
British policies and machine-made goods
ruined indian handicratts and industries.
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FOREIGN SECTOR DURING BRITISH RULE - EASY EXPLANATION

1. INDIA EXPORTED RAW MATERIALS

India sent raw materials to Britain.

1
A= 4

Exarnpla Indian cotton was

sent to British factories to
make cloth.

Before Suez Canal
Ships had to go around
Africa.

Ir Long d{stam:e
More time
High cost

L

B 3. SUEZ CANAL OPENED IN 1869

India’s foreign trade mainly benefited Britain, not India.

TRADE BETWEEN
INDIA & BRITAIN

ITIEIB’  JeriTan]

India became supplier of raw
materials and buyer of finished

goods from Britain.

|z—-’1r=s:

2. BRITAIN SENT FINISHED GOODS

Britain used Indian raw materials to
make finished goods and sold them
back to India.

Matena!s
(Export) Clothes
(shirts, mill
| 5} h made cloth)
Finished
4 Goods Capital Goods
(Import) (machines,
tools, etc.)

Example: Indna exported coﬂon - |
Britain made shirts -+ India imported
those shirts again.

Britain earned profits both ways - by taking raw materials cheaply from India
and selling flmshed goods at higher prlces

After Suez Canal

Suez Canal connected
Europe and Asia through
a shorter sea route.

+" Shorter route
‘ + Less time

+ Lower cost
|_ +" More trade

—

Ships took the shorter route
through Egypt.

T
il

Short distance
Less time
Low cost

A. AGRICULTURE SECTOR

* Most of the people were dependent on farming.

* Very few peopla worked in factories

B. INDUSTRIAL SECTOR

* People worked in services like teaching,

il 4. OCCUPATIONAL STRUCTURE OF INDIA DURING BRITISH RULE

C. SERVICE SECTOR @
WHAT DOES IT SHOW? ",
Too much dependence

on agriculture and very
small industrial sector
showed India's

economic backwardness
and lack of industrial
development.

Industries were underdeveloped.

and industries.

transport, trade, administration etc.

+ Example: Out of 100 people, around 70-75
were farmers.

@ = £

é Suez Canal (1869) made trade faster, cheaper and easier.

= Only about 10 out of 100 people worked
in mills, factories and manufacturing.

waorkers, clerks.

India exported raw materials (cotton, jute, silk, indigo) to Britain.
Britain sent finished goods (clothes, capital goods) to India.

= Example: Teachers, shopkeepers, railway

T

= 70-75% in agriculture
= 10% in industry
- 15-20% in services



building a strong foundation for development.

o MASS ILLITERACY ‘ HIGH BIRTH RATE LOW LIFE
| ™ it s i & HIGH DEATH RATE EXPECTANCY
read and write. Many babies were born, but People lived very
many people also died early short lives.

due to diseases and poor

. Causes of deaths:

Literacy rate: —
D:I just 18% *» Poor healthcare W A ~
(Only 18 out of 100 people ¢ Diseases (malaria, cholers, i
seosskasaiin) tuberculosis, etc.) barely 32 years |

| * Malnutrition

I Example: Most villages had no -
schools nearby, so children
could not study.

' Example: In 1947, many people I
died young due to poor medical
facilities and nutrition.

. Example: Many people died
from diseases like malaria
& cholera.

!

©  coveRNMENT CENTRALISED GROWTH WITH
DOMINATED ECONOMY ECONOMIC PLANNING EQUITY & JUSTICE
The government played a India introduced Five-Year Plans India aimed for economic growth
major role in industries, to decide how to use resources with equal opportunities for all.
planning and development.

for development.

FIVE-YEAR PLAN
v Agricubture
< Irrigation

+ industry
v Power
v Transport

Examples:

= Land reforms

* Poverty reduction schemes

* Rural development programs
= Support for weaker sections

Examples:
= Government started steel plants

» Built dams, railways, roads
= Established banks and PSUs
= Focus on nation building

Examples of planning:

« |rrigation projects

= Factories and power plants

= Education and health facilities

Benefits should reach all,

Goal: Balanced and planned growth. especially the poor and villages.

This is called State-led development.

OVERALL PICTURE

Poor, backward Challenges in

and underdeveloped  education, health,
economy in 1947 income and

Planned development  Foundation laid for
with strong role of future economic
the government growth

GOAL OF THE PERIOD: To build a self-reliant, strong and developed India €3

with social justice and equality for all.

After Independence in 1947, India faced many problems but started

1. SITUATION AT THE TIME OF INDEPENDENCE

2. POST-INDEPENDENCE ECONOMIC STRATEGY (1947-1991)

(4]

POVERTY

Most Indians were very poor.

» Lack of food
+ Lack of clothes
* Poor houses

» Mo proper healthcare El

Example: Many families struggled
to eat two meals a day.

INDUSTRIAL POLICY
RESOLUTION (IPR) 1948

Government increased the role
of public sector and controlled
private industries through

licensing.

What it means?

= Private companies needed
government permission (license)
to start or expand industries.

= Government controlled
production, investment
and expansion.

This system is called License Raj.

INSHORT _ [

" Wliteracy was very high (18%)

+ Life expectancy was very low (32 years)

~" Poverty was widespread

«" Government took charge of development
through planning and public sector

+" IPR 1948 led to License Raj system



Nehru’s Philosophy o F Di'fr::nt \
l\ Paths

@ NEHRU'S PHILOSOPHY ggb

Main Ildea: India should become modern, industrialized
and self-reliant by developing heavy industries.

Public sector
industries

Machines

Big factories Steel plants

Nehru believed: “Industries make a nation strong.”

important question:

@ After Independence, India had an
its economy?”

“How should India develop

_’ Gandhian Philosophy

o GANDHIAN PHILOSOPHY §§&

FOCUS AREAS ——

Main Idea: India shouid develop through wllages |
and small-scale industries.

—_— FOCUS AREAS
Handicrafts Self-sufficient Rural
villages employment

Gandhi believed: “Real India lives in villages.”

N Industri Big D b of Soci | i
i Al oy AT ype o4 Khadi & Handloom Cottage Industries Village Republics
Government established Dams like Nehru wanted a 3 i

steel plants in Bhakra Nangal Dam Socialist Society. People should Village people making Gandhi wanted

Bhilai. Rourkela were called spin cotton and pottery, baskets, villages to become
and heavy “Temples of make clothes | handicrafts, handmade self-reliant
engineering locally instead of goods at small scale. village republics.
industries. depending on

Meaning: Government
should control major
industries and work
for welfare of all.

* Generate electricity ‘ﬁ'
* Provide irrigation 1
+ Promote industrial growth 2,

MAIN DIFFERENCE BETWEEN BOTH
Nehru’s Philosophy . Gandhian Philosophy

big factories.

Heavy industries d @ Focus Cottage industries i
Big factories :il Scale Small wuage production
Modern industrial economy Q Approach Self-sufficient villages
Large-scale production @ Production Small-scale production
. : ] Development £
Urban-industrial growth Rural devel nt
n-industrial gro & ﬁ e evelopme

Nehru's Philosophy = Big industries, modernization,
heavy machines, dams, public sector.

CED -

Gandhian Philosophy = Village industries, self-reliant
villages, khadi, small-scale production.

Meaning: Villages
should produce most
of their own needs.

BOTH DREAM — A STRONG INDIA

Build big
factories, dams,
and machines!

Make villages
strong, spin khadi
and support small

industries!

|. Both wanted a strong, self-reliant and prosperous India,
| but through different paths [

Remember:

Nehru = Big Industries
Gandhi = Village Industries




Most people
were farmers

L

Agriculture was the ‘
backbone of economy

was common

‘ - . Food shortage

'o FIRST FIVE-YEAR PLAN
| ®(1951-55) FOCUSED ON AGRICULTURE |

The first Five-Year Plan gave
high priority to agriculture,
irrigation and rural development
because India needed more

food production.

* Investment in dams

= Canals were built

* Support to farmers '
= Goal: Increase crop production |

'| e SECOND PLAN DID NOT GIVE | |

e LAND REFORMS &

MUCH IMPORTANCE TO AGRICULTURE | FARM COOPERATIVES

FARM COOPERATIVES

LAND REFORMS

To help poor farmers.

In the Second Five-Year Plan, |
focus was more on heavy industries,
factories and industrial growth.

Agriculture received less attention.

Farmers worked together
by sharing resources
and buying inputs
(seeds, fertilizers)

‘ l X
* Reduced power of
zamindars

+ Gave land rights to
farmers

| EXAMPLE }

* More money went to steel plants + Tenant farmers got r :::LkA '::raltw::

2 £ i i ownership rights in szl
Focus on machinery industries farmers earn better

= Less on farming improvements some states. income.

| o LESS IMPORTANCE TO

| TECHNOLOGY & IRRIGATION
Initially, India did not focus much on
agricultural research (R&D), modern

| seeds, fertilizers and irrigation systems.

So productivity remained low.

| EXAMPLES
» Farmers used old tools
« Traditional seeds

» Rainwater farming instead of
modern technology

o FAILURE OF MONSOON &

> Crop failure
X Food shortage
X Farmer distress

| { o FOOD GRAIN CRISIS & DEPENDENCE
ON USA (PL-480 PROGRAM)
India faced serious shortage of food grains.

So India imported wheat from USA under
the PL-480 Program (US food aid program).

DROUGHTS (1966 & 1967)

India faced severe droughts in
1966 and 1967 because monsoon
failed continuously.

[ EXAMPLE |

+* America supplied wheat to India to prevent
famine and hunger.

This showed: India was not yet self-sufficient
in food production.

These food prablems later
encouraged the

©s , GREEN REVOLUTION

SUPER QUICK REVISION TABLE

WHAT HAPPENED LATER?

Use of high Use of modern
yielding seeds machinery

More use of
fertilizers

Increase in wheat
& ciree production

Expansion of
irrigation

ONE-LINE MEMORY TRICK

Topic Easy Meaning |
First Five-Yoar Plan (1951-55) | High peiority o agriculture, imigation & rural development. L.
i Second Five-Year Plan - Maore focus on industries, less on agriculture. -l .nﬁ' i
| Land Reforms | Reduced zamindari; gave land rights to farmers. = e
| Farm Cooperatives | Farmers worked together for better benefits Early focus on More focus on Droughts & Food aid from
Technology & Irrigation | Less focus on research, modem seeds, fertlizers, irigation. farming industries food shortage USA (PL-480)
DAL e - XANPR o7 SO B o0 - ool Shariion [ “Early focus on farming + droughts + food shortage = ]
PL-480 Program Food grains (wheat) imported from USA. ; ;i
| Need for agricultural reforms & Green Revolution.”




Modern farming for more food and a better future

WHY WAS GREEN REVOLUTION NEEDED?

To solve this problem, India

+
Farming introduced GREEN REVOLUTION
= . - Droughts g :
- _ P"Odl-"::fﬂlf 08 occuned in the 1960s, especially for
i e was low ; i
Population ‘ % wheat and rice.

was increasing

WHAT IS GREEN REVOLUTION?
=~

»
w Green Revolution means using modern farming methods
to increase food production.

MAIN FEATURES OF GREEN REVOLUTION

INNOVATIVE FARM TECHNOLOGY o HIGH YIELDING VARIETY o INTENSIVE USE OF WATER,
Moderrs technologyywes introdwoed (HYV) SEEDS FERTILIZERS & PESTICIDES

in farming. Special seeds were introduced Farmers started using irrigation water,
includes: that produced more crops in chemical fertilizers and pesticides
less land. to increase production.
o i w= 4B =
Tractors Tube wells Threshers Modern ‘
. machines / ~
Example: Traditional Seeds HYV Seeds Chemical
Earlier farmers used bullocks. Fertilizers
T 7] o # o HYV wheat seeds produced o
L Now tractors helped much more wheat compared More irrigation + fertilizers —
farmers plough land to traditional seeds. bigger and heaithier crops.
faster.
RESULT OF GREEN REVOLUTION )
Food grain AT i Punjab a?d Harya.ma
production * ; India became Less dependent hecam.e" Granaries
—— more self-sufficient = on food of India” because

in food.

imports. wheat production

increased enormously.

sharply.

NATIONALIZATION OF BANKS (1969 & 1980)

WHY WAS IT DONE?

To help farmers and v/ Farmers to get loans easily
Banks became e
dev:elopu:mni, the government B 'lm inf * 14 banks were nationalized in 1969. + Rural areas to get
nationalized banks. instead of ® & more banks were nationalized in 1980. banking services
private ownership. v Agriculture & small

| industries to grow.

After nationalization, banks opened branches y
in rural areas and gave loans to farmers. )

YAS
ONE-LINE MEMORY TRICK

Tt mchies Q+E+£= \g

+
Fertiluizer Technology More

s

| Easy Meaning
| Green Revolution Modern methods to increase food production, Before Green Revolution After Green Revolution
HYV Seeds High yielding variety seods give more crops.

| Farm Technology Use of tractors, machines, tube wells etc.

| Fertilizers & irrigation  Provide nutrients and water for better growth. " HYV seeds
Result More food grains, self-sufficiency in food. . +" More production Production
[k | Jo sovral S, B  Dledmisia “HYV seeds + Water + Fertilizers + Technology |
Purpota Easy loans for farmers, rural devalopment. : 5 " 8 ! T = Green Revolution.”




SECOND FIVE-YEAR PLAN
(1956-60) FOCUSED
ON INDUSTRIES

The Second Five-Year Plan gave
priority to heavy industries,
machine production and
steel plants.

Based on
Mahalanobis Model

Example: Government established

steel plants, engineering industries
and machine factories to make India

industrially strong.

INDUSTRIAL POLICY
RESOLUTION (IPR) 1956

Government expanded the
public sector in key industries
like steel, railways, energy
and mining.

Steel Railways

Example: Government-owned
companies like BHEL, SAIL,
ONGC became important
industries.

9]

Enargy

INDUSTRIAL SECTOR AFTER INDEPENDENCE

After Independence, India wanted rapid industrial development to
reduce dependence on foreign countries, create jobs and
make the country self-reliant.

LICENSE RAJ DOMINATED
1960s & 1970s

Industries needed government
permission (license) for opening
factories, increasing production
or expanding business.
This system was called
License Raj.

Example: To open a car factory,
ane needed government approval.
This caused delays, corruption
and slow industrial growth.

TOO MUCH IMPORTANCE
TO PUBLIC SECTOR

Government controlled many
industries. This reduced private
sector initiative as private
businesses had less freedom.

PUBLIC
SECTOR

PRIVATE
SECTOR

Example: Private companies
could not easily expand
without approvals.

OIL SHOCKS OF 1973 & 1979

International oil prices increased sharply.

India imported oil, so preduction costs
became very high.

S

Exampl;!: Factories needed expensive fuel and transport

became costly. Result

- industrial slowdown.

RESERVATION POLICY o STRINGENT
FOR SMALL-SCALE LABOUR LAWS
INDUSTRIES

Strict labour laws were

introduced to protect workers.
Good for workers, but industries
found it difficult to hire, fire
or expand easily,

In 1967, government reserved
certain products only for
small-scale industries to

protect them.

#L@

Candles Handicrafts

Example: Products like toys,

candles, handicrafts were EXEREN. SOMe Compmies

avoided hiring too many

= in?::n!:? e workers due to strict rules.
EXTERNAL SHOCKS - DROUGHTS OF
WARS 1966 & 1967

India fought wars in
1962 [China), 1965 (Pakistan)
and 1971 (Bangladesh).
These wars increased
government spending on
defence and put pressure
on the economy.

Poor monsoon caused crop
failure, food shortage and
economic slowdown.
Industries also suffered as
people had less income
te buy goods.

Example: Droughts reduced
purchasing power and
slowed industrial growth.

Example: Money that could be
used for industries was spent
on military needs.

MRTP ACT, 1969

MRTP = Monopolies & Restrictive Trade Practices Act
It aimed to control large business firms so that

no single company became too powerful.
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Example: Government restricted very large companies
from expanding too much.

RESULT - 5LOW INDUSTRIAL GROWTH

All these factors together caused decelerated industrial growth,
especially during 1965-81, which became one of the slowest
growth periods in independent India.

SUPER QUICK REVISION TABLE FUN MEMORY STORY

ONE-LINE MEMORY TRICK

Eaxy Meaning G
Sqw-dFMr’l'anhn Fodus an heavy industries & machine production, " bt
License Faj Gempmment corinol through licerses. Twant to open o First take license... ﬂm!"m ‘ ‘ 4 d
Cmall-zcale Reservation  Protection for sresll industries. a factary!” o Then permission_. o= Drought comes
Labous Laws Dretet workers but made axparmion difficult. + Then appraval... & oif prices risa launiu Public
PR 1956 Expantion of public sector industries. Sector

= Dominance

Publit Sector Domnance  Lidd ipace for private sectar to geow.
Wars fracTaaded defencs SpEnding, SLORGMEC pretiune
Droughits Crop failure, reduced demand, siowdown.
O Shocks Highat o prices, higher couts, siowdown
MRTP Act Controlied Lape firms to prevent manopoly. Oil Shocks Stow lndustrial

Key Idea: Too much government control + external problems = slow industrial growth.



OPEN FOREIGN TRADE
POLICY TILL LATE 1950s

(2

India

In the early years, India allowed
foreign trade and foreign
investment to some extent.

“How should India trade with other countries?”
Initially open trade & investment were allowed, but later the
government became more strict to protect Indian industries.

goods than it exported.

Meaning of BOP Crisis

After Independence, India had to decide:

BALANCE OF PAYMENTS GOVERNMENT TIGHTENED IMPORT SUBSTITUTION
(BOP) CRISIS IN 1958 TRADE & INVESTMENT POLICY
RULES India adopted “Import

started importing more
Substitution”,

Instead of importing goods

After the crisis, government
increased control on imports,
foreign companies &
foreign investment.

India had: from other countries,
* Less foreign exchange (dollars) India tried to produce those
+ More import payments goods domestically.
‘ Instead of Produce in
So India faced shortage of n;“::,,t In:?:
foreign currency. - -
Goal:
= = Protect Indian industries e ey x
e from foreign competition. _——
India imported machines, P
i 3 mple:
tm:i':mlogy and |ndus:tr|al IMPORTS Example: Instead of imperting cloth or
equipment from foreign Importing foraign products machines, India encouraged
: : . EXPORTS parting foreign. p :
countries to develop industries. became difficult due to: Indian factories to manufacture
P k. them.
Example: + Licenses
! India bought expansive machines * Quotas

from abroad, but exports were * Restrictions
Machines  Technolegy  Equipment not enough to earn sufficient =5

dollars. Reduce Mare Encourage  Promots

foraign foraign Imefian slf-
dependence exchange  industries  rellance
HINDU GROWTH RATE REALIZATION BY o NEED FOR OPENNESS & INCENTIVES

During 1950-1980, India's GDP growth
rate remained around 3.5% per year.

POLICY MAKERS
Later policymakers realized:

Government realized India needed:

GDP Growth Rate Too much government control
il was creating problems.
%
% 1 =3.5% The strict system:
J T Better
o X Reduced competition
™ ¥ Discouraged innovation np-enmrss wmmmm incentiueg
1950 1960 1970 1980 X Slowed economic growth //
Rapi i owt
This slow growth was called Example: For — Rapid economic growth [ Ii I
Businesses spent more time
getting licenses than improving Example:

Example

Other countries were growing very fast,
but India’s economy was growing slowly
due to strict controls, low productivity
and less competition,

products!

This thinking later led to
Economic Reforms of 1991.

SUMMARY FLOW

BOP Crisis
1958

i

SUPER QUICK REVISION TABLE

Tight Controls Impaort Slow Growth Realization: Need for
on Trade & Substitution 1950-1980 Too much control Openness &
Investment - Palicy - (3.5%) s is harmful - Reforms

1

A & &

ONE-LINE MEMORY TRICK

Topic Eazy Meaning
Open Trade Policy Allowed foreign trade & imcestment till late 19505
BOP Crists (1958) More imports than exports — foreign currency shortage. N ‘ ‘?
Tight Controls Government increased restrictions on imports & | e
Impart Substitution  Produce goods In India instead of importing. Slnw Realization Gpm:ﬂs &
Hindu Growth Rate Stow GOP growth (=3.5% per year} during 1950-1980. R"’mm‘ Reforms
Policy Realization Strict controls reduced competition & slowed grawth, E——— — pe—— ——
Meed for Openness  More openness, competition & incentives needed "STRICT CQNTRO LS + RESTRICTIONS = ELDW GROWTH,

for rapid growth. NEED FOR OPENNESS = RAPID GROWTH."



EXPORT

India started changing its economic policies because
growth was slow, industries faced too many restrictions,
and imports & exports were tightly controlled.

So India began ECONOMIC REFORMS.

; ™ TWO STAGES OF REFORMS -
‘ 1980-1990 ‘

EARLY REFORMS

(Early Liberalization)
Before the big reforms of 1991, government slowly started reducing controls.
The reforms focused on: ﬂ Industry &Trada 5 Taxation

€ TRADE REFORMS € TAXATION REFORMS

IMPORT

MAJOR ECONOMIC REFORMS
(LPG Reforms)

_—_ — —

@ INDUSTRY REFORMS

Delicensing OGL Expanded
Government reduced the need {Open General License) Budget 1986
for licenses.
Mere goods could now
Example: Earlier parmission was neaded be imported without Government:

for everything, Now industries could be

strict permission.
started mone .nl‘l‘_\f.

v Reduced tax rates

Broad-banding
Companies were allowed to produce
related products using same machinery.

Example: A ccooter company could also
maka motorcycles without new permission.

Example: Industries could

import machines more easily.

Export Incentives

Government encouraged
axports.

Example: Export companies

v Reduced import duties

(tariffs)
-
Ss

Example: Lower taxes helped
industries invest more and

recaived tax banefits, subsidies encouraged business and trade.
and incentives to sell goods
mrre | MRTP Act Limit Increased abroad.

ACT

Limit increased from 20 crore
to P100 crore.

Controls on Cament & Effects of Early Reforms

Aluminium Removed il
Government removed strict | |
price and production MENT
controls,

Example: Big companies like Tata,

| @ « Less control and more freedom
Birls got more fresdom to expand.

& * Encouraged industries & trade |
MODVAT Introduced
Reduced double taxation
[sarlier tax was charged again
and again ot different stages).

Example: A shoe factory got tax eredit
on raw matarials used, reducing cost,

€ -Reduced tax burden
Example: Factories could
ﬁ - Better competition & efficiency

produce and sell cement
mare frealy,

1 « Prepared the way for
big reforms of 1991

Rupee Depreciated by 30%
Value of Indian rupes was
reduced compared to

foreign currencies.

Why? To make Indlan exports
cheaper and more competitive.
Example: indian products became
cheaper for foreign buyers.

SEBI Established (1988)
¥ SEBI [Securities and Exchange Board of India)
B was created to regulate stock market,

imvestors and companies.

‘30%

ig changes in 1991!
CONCLUSION OF EARLY REFORMS | A\ bs

in the 1980s led to the

[ Early reforms were limited
and gradual, but they gave
| an important message;

“Markets and private sector

This thinking later led to
should get more freedom for LPG REFORMS OF 1991.
faster growth.”

FLOW OF EARLY REFORMS
|

>
o
-
o
=
@

SUPER QUICK REVISION TABLE ONE-LINE MEMORY TRICK

Area Refarm Eaty Mearing Enamgis
gl dustry | Dalicering Fowar Scancey reeded  Start dactory wasily Too much contrel & restrictions . | ‘
ek indusry  Beosd-banding | Make related products oot + +h+ ¥\= @
d Industry MHTF Lisit Raised = Big firma got morm freediom L feoes T20 o 10 8100 o SI'UW’H h&hw'ﬁ:i‘m Less EBS,' Lower Mare
i Industry MODVAT Ribeiatid doUbAe LARNTRON  Tan croch on riw martsrishs " Contral Trade Taxes Freedom
5 - F——— S 5 Small steps of reforms (1980-1990) B
T 6L Expanded | Ewsiar imports Impert smachices easly “' L Faster Growth &

R Trade Export Ireantivas  Encturaged saperts Tis b, subiabdiod More Irued;m“:‘:‘r::w ade o Big Reforms (1991)
@ e Fupss Dapreciotion | Madn exports chaspes 3% dapreciation 3
@ AL e L sl "Less control 4+ more freedom + easier trade

N D = Baginning of big economic reforms.”
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So India introduced 1
II\“'\u. =) | LPG REFORMS |

Very little ; 3 Slow industrial in 1991.
foreign exchange Huge debts ' growth L
WHAT IS LPG? i
L - LIBERALIZATION P — PRIVATIZATION G — GLOBALIZATION
Removing unnecessary Increasing role of Connecting Indian
government controls private companies and economy with the : i :
and restrictions, reducing government world economy. W
| contral in business. B )
€D LBERALIZATION E €) rrivaization & E) cLosaizaion
Meaning: Meaning: Meaning:
Removing unnecessary government Increasing role of private companies Connecting Indian economy
controls and restrictions. and reducing government control with world economy.
in business. .
Earlier After Liberalization India increased:
Businesses needed Earlier + Foreign trade
Starting and sxpanding ’ 4
:“dnmses,a pwmz-m = R 7 Government owned many e ST
i s o v industries like telecom bl L Iy :
i i/ " ,' and airlines. %
| ddcensg % - V International business @
‘ Exampile:
Exampla: After Privatization Foreign companies entered India
Earlier: A businessman needed = Private companies grew and Indian companies went global.
‘ government permission to rapidly.
m open a factory,

w@

9 ﬂ MeDonald's Hyundai
v é

v indian companies also started
A alisaroh IndiGo selling their products globally. @

WHY WERE REFORMS NEEDED?

o Huge Fiscal Deficit B Heavy Borrowing & o Gulf War 1990 & B Severe Balance of 9 Import Restrictions

4

After liberalization: Starting and
expanding business became easier.

b e Interest RBurden 0il Price Rise Payments (BOP) Crisis Reduced Industrial Output
became much higher India borrowed money frem  During Gulf War, internatianal India's Foreign Exchange Strict import controls created
than income. foreign countries, IMF oil prices increased sharply. Reserves (FER) fell to shortage of machines,
and World Bank. india imported oil, 50 only about raw materials and
impart bill became $1 2 billion mnﬂlﬂ:g]f
very high. =
. - . I :
Fiscal Deficit = Spending > Income This increased Patrol and transport costs :
interest payment burden. increased, hurting economy,
g IMF Loans & @ Crisis of Confidence
Strict Conditions Political instability and
IMF asked India to: ical in a
India tock loans from " ¥ econamic probl
+ Reduce controls P

IMF {Intermational created a
Monetary Fund). v Opamaconomy “Crisis of Confidence"

1.“,.\1!;0 +" Reform policles

-
%"E - Loars came with conditions
TaRy for

SUPER QUICK REVISION TABLE

Redoem Meaning
Lisprabalsss  Lew goeermment cestrsl hlﬁﬂl“iﬂhﬂi—
Prhvati Mt poheate At Srbane. g JD
St | € ot * 5 ..l
Fiscal Dufict  Spending greater than mome  Govl. bormowes more
BOW Crialy Cinkie shoriage FER foll 1a S1.7 billhon Ecanaimic IME T -
Py g o Crisis i s B & " ” Less control + More private + Global :fnnec!
1991 Irtroduced = Fast growth and development!

; Key ldea: Economic reforms of 1991 moved India from a controlled economy to an open, competitive and global economy.




High Fiscal

India had foreign exchange
reserves for only a few

®

BEFORE

REFORMS

* More freedom to businesses

+ Inflation

o

High Imports weeks of imports.
Inflation Foreign Currency Difficult Deficit
Reserves
5 OBJECTIVES OF 1991 REFORMS N
o MAKE THE ECONOMY e MACRO-ECONOMIC
“MARKET FRIENDLY" STABILIZATION
AFTER REFORMS PROBLEMS GOVERNMENT ACTIONS

= Maore mpgtiﬁnn « Balance of Pa?m-ﬂ'ﬂts
» Faster growth (BOP) Crisis
L = Better products for people J \
. X | FISCAL DEFICIT - EXAMPLE =
Earlier: After reforms: : —= "“ 5 3 :
Opening a factory Rules became easier, P — 'l'["' { b—
needed many businesses could
permissions. start faster.
Pocket Money Spending Borrowed
L = F1000 = #1500 = ¥500
% s This is Fiscal Deficit "]
CLASSIFICATION OF REFORMS
=
( ()  STABILIZATION MEASURES i STRUCTURAL REFORMS h
{(SHORT TERM) {LONG TERM)
' i ™y - B
AlM FOCUS GOVERNMENT STEPS AlM FOCUS MAJOR AREAS
To handle the = Control Inflation = Reduce government Toimprovethe | « Increase productivity = Industrial Reforms
w& ECONDMmIC * Solve Balance of !-‘PEI'lﬂ[ﬂg my . |mwnve mpgﬂﬂumg « Trade Raforms
' « Take loans f eetly ; oiditi
Payments (BOP) problem IP:FJ' Emrk Remove rigidities « Biantiol Sector Biforms
« Reduce imparts ../{l + Tax Reforms
< = Control inflation L
. «
Imports High Exports Low After Reforms: Infosys
(We buy more| [We sell less) Foroion it Private companies like ﬁ
i'llrn S reign currency Infosys, Reliance, B_Fllfgss
Ay finishes. i‘-irtﬂL etc. expanded Oaiﬂel
[
) rapidly.
Resuit: Better technology + More jobs -« More choices for consumers

Like a family reducing expenses during a financial emergency.

Nature

Purpose

Focus

STABILIZATION MEASURES
Short-term
Handle crisis
inflation & BOP
. Reducing government spending, -

controlling imports

QUICK COMPARISON

STRUCTURAL REFORMS
Long-term

Improve economy permanently

Productivity & Competitiveness

Removing industrial licensing,
encouraging private sector

s
A

L

STABILIZATION MEASURES STRUCTURAL REFORMS
= FIRST AID = COMPLETE BODY
to the economy TRANSFORMATION

1991 Economic Reforms aimed to make India’s economy market-oriented,
reduce government control, stabilize the economy and encourage competition and growth.

These reforms laid the foundation for New India’s economic success story.



Stronger Finances, Stronger Economy

— s
WHAT ARE Reforms related to government income (taxes) | [ Reduce fiscal deficit
FISCAL REFORMS? and expenditure (spending) to improve finances W/ Improve government finances
8 and reduce fiscal deficit. 2 Make economy stronger

b

r X i
o INTRODUCTION OF STABLE e BETTER TAX COMPLIANCE 0 THRUST ON CURBING

& TRANSPARENT TAX STRUCTURE GOVERNMENT EXPENDITURES
Meaning: Meaning: Meaning:
Government made the tax system People were enr.nuraged-to Government tried to reduce
pay taxes honestly and file | unnecessary and wasteful spending.

simple, clear and predictable.

returns properly.
3 E:‘ F:::L “:TE: "iF(’“':S ||| sHOPKEEPER A SHOPKEEPER B EARLIER AFTER REFORMS
M pliC. Bs, imple, clear an Hides i P honestl ’
confusing rules, organized tax system. | i e - £ et nang. High unnecessary esE::tti:"::e::?ng

Government introduced

I 1551 [ - W - 1
Like getting a clean timetable Dattel chiacking egstons, ‘ Like a family that cuts luxury
instead of a messy one. ) ! RESULT: Higher government revenue. : | | expenses during financial problems.

] I\ i

l/ '\1 I.(
REDUCTION OR ABOLITION OF | | DISINVESTMENT OF ENCOURAGING PRIVATE
UNNECESSARY SUBSIDIES GOVERNMENT’S EQUITY SECTOR PARTICIPATION
- i :t:;.:nms IN PSUs Tl

Private companies were encouraged
to invest, expand businesses and
enter more industries.

Government reduced subsidies that

created heavy financial burden, Government sold part of its

ownership {shares) in public

What is Subsidy? sector companies to private
Government support to investors.
make goods cheaper
for pocal. | G ——
Example (LPG Cylinder) §
Actual cost Customer pays Government pays
| i AIR INDIA
FI000 = 600 = 7 400 Government sells shares of
e | 4 PSUs like Air indLm. LIC etc. Private companies like
o Benefits - m
= : é Government gets money. Reliance Inm 9 airtel
ey ‘“m“; So, government \ a Better efficiency. Industries Limied
increase governme reduced :
i | ey \ Reduced burden on grew raT:iy and strengthened
L == |l 4 government. RS &-econamy.

AGREEMENT BETWEEN: e S AIM ]

' HISTORIC |
AGREEMENT iy | COVENHENT RESERVE BANK To gradually reduce
TR | OF #DiA = OF INDIA fiscal deficit and bring it
3 :

(Gon) (RB1) close to zero by 1997-98.

- Ay = = 2 .
SUMMARY E + E@ + (= b = . STRONGER
L % g =3 LLL, | Economy
Better Taxes Less Wasteful i

Spending

I
Fiscal Reforms = Wise Management of Government Income & Expenditure for a Stronger India E



MAIN OBJECTIVES ‘
M Reduce NPAs

(Bad Loans)
[ Increase competition
among banks
(# Make banking modern, Strong Banks More Competition Better Loan System Better Economy
efficient and customer | |
friendly -
[ Support economic
growth "
-~ W= — —- = ~
| REDUCING BURDEN 0 INTEREST RATE . o OPENING NEW GREATER COMPETITION
OF NPAs LIBERALIZATION PRIVATE SECTOR BANKS AMONG BANKS
Banks got freec!m_'n to decide Gc‘wernment allowed new Competition increased among
NPA = Non-Performing loan and deposit interest rates. private banks to enter. public, private and foreign banks.
A loan that is not being repaid. m
| [ Example | RBI controlled i
Bank gives 710 lakh loan many interest rates. r.1 T Sean
to a businessman. ) L J e F;'“::’! F“"':n
He stops paying HDFC BANK  ICICI Bank  AXIS BANK a - Benks
installments. Banks compete with each [ Example |
l other on interest rates. [ Result | . st
| Like competition between
Loan becomes NPA T ﬁ = Faster services coaching institutes improves
Bad L : :
( oan) :; Batter bachnokioy teachm_g_quallty,
[ e ; . competition among banks
I Home Loan Home Loan - ATM & online banking improves:
« Recover loans properly @ 8% @ 7% _ More customer-friendly + Services
= Give loans carefully banking » Customer care
» Reduce bad loans Customers get more choices | « Technology
A A -
o REMOVAL OF 0 REDUCTION IN o LIBERALIZATION OF ' PRUDENTIAL NORMS
ADMINISTRATIVE CRR & SLR BANK BRANCH LICENSING FOR BANKS
CONSTRAINTS CRR SLR Banks got freedom to Banks had to maintain proper
Banks got more operational Cash Reserve Ratio  Statutory Liguidity Ratio open, shift or close branches accounting and transparency.
freedom. Money banks must  Money banks must keep with fewer restrictions. « Classify loans properly
+ Open branches easily keep with RBI. in safe assets like + Disclose bad loans honestly
+ Make quicker decisions government securities. [ Example | + Maintain accurate financial
« Improve services [ Reform | Bank sees more customers i
m Government reduced CRR & SLR. in a new city. m
. I Earli After Ref
Earlier | After Reforms Bank has 100 i pd e
o 3 Some banks hid Banks show
Many permissions Banks became After Reduction bad lans real picture of

needed even for more flexible and

More money = = = = NPAs, profit
small decisions. efficient. available for loans. l l I l gl o -=—'—'é and loss.
Banks can lend ] - \
B 1"H NEW BRANCH ai ] 0 |
2 It can quickly open o E g
Like showing real marks in
— Faster a branch there. 9 A |

report card instead of hiding.
available ~* s investment an"{l =+ economic

L% ) AN

= = = NARASIMHAM COMMITTEE (1991) = SUPER QUICK REVISION MEMORY TRICK
i Q This comeuiensaagesad major | Reform | EasyMeaning | Example | MONETARY REFORMS
SR SUGQERICNS Reduce NPAs Reduce bad loans Recover unpald loans =

" Reduce CRR & SLR Interest Liberalization Banks decide rates Different FD / Loan rates Making banks
+' Improve banking efficiency | Private Banks New private banks allowed HOFC, ICIC), Axis Bank Smarter, Freer
' Increase transparency | Reduce CRR & SLR Banks can lend more More loars to businesses and Stronger
+ Reduce government control Branch Liberalization Eaxy branch opening Wew city branches

! | Prudential Norms Honest & transparentaccounting  Showing real NPAs Better Banks — Better Services

-+ More Loans -+ Faster Growth

¥r Strong financial system is the backbone of a strong economy. | ﬂ b 4



CAPITAL MARKET REFORMS A

Aim: Make the capital market transparent, protect investors, '
encourage investment and improve allocation of resources.

@ 1. WHAT IS CAPITAL MARKET? RSN 2. WHAT IS SEBI? M@l 3. SEBI: THE WATCHDOG OF |
Kinariat shais Eoveaiies — THE CAPITAL MARKET
i b = 3
!'alse Tone ene peop-le S 3 l Like an umpire in a cricket match,
invest money through: e SEB Grisines Ealt play/i
nsures fair play i
/ wreita afefa 3R fafra aié TR,
||l % Securities and Exchange
= — Board of India
Shares Debentures Bonds .
1988 | SEBI was established.
| i - 1 4
&03‘ 1992 | SEBI was given statutory
‘ Reliance needs 71000 crore  Reliance | powers.
| for expansion. It issues shares SN L = 2 + Requlate the market
e ) i1 ’ Why was SEBI needed? egul
e d « Earlier, stock market had frauds, * Protect investors
ple g yaaaresan price manipulation and investors « Maintain transparency
become investors. were cheated.
« SEBI was created to regulate the = Pmm"_m healthy growth
market, protect investors and of capital markets

maintain fairness.

4. MAIN FUNCTIONS OF SEBI

1) PROTECTINVESTORS | 2) PREVENT FRAUD & CHEATING |  3) CREATE TRANSPARENT 4) EFFICIENT ALLOCATION
SEBI protects people investing | SEBJ stops scams, insider trading, ENVIRONMENT OF RESOURCES
‘ in the market. | price manipulation. SEBI makes the market fair and open. Money should go to goed
Companies must give: and productive companies.

+ Correct financial reports (f
* Proper disclosures
+* Honest information

If a company gives false If a company spreads fake news Like students showing real report More trust = More investment //
information to investors, to increase share price, SEBI cards instead of fake marks. REPORT -» Good companies get funds I
SEBI can take action. | investigates and punishes. = ;@ —+ Economy grows. ] l I
5. BEFORE & AFTER REFORMS N 6. REAL-LIFE EXAMPLE 7. QUICK REVISION i
BEFORE REFORMS AFTER REFORMS | You want to buy shares Term | Meaning I
: = e — of Infosys. o . LA Market for shares,
i ital t
ﬁ Fraud in stock market Bther re_gulfmurt . Z ||| s a honds' ’_‘"d other |
and monitoring | nmS | securities.
= o Regulator (watchdog)
z - SEBI
Investors afraid to invest @ Mss investor -3' of the capital market.
confidence | '
| : Transparency | :':":::'r:;?n:m“t
FEa L iy f’alrand ‘honest Because SEBI ensures: ;
@) () information + Proper company disclosures nvestor Protection | S37ety and rights
' | + Fair trading rules of investors,
@ Weak monitoring @ Strong SEBI control | + Investor protection T | Funds go to productive
L you feel safer investing. é_]:, | and efficient companies. J

Strong
. i Investor  _ 5
MEMORY TRICK SEBI = Security Guard of Share Market @ SEBI + _I/‘{i H;:Lrﬂ + amﬁ . = Capital

Market




NEW INDUSTRIAL POLICY (1991)

Announced by Government of India on L RIVRY 1991

-- Increase
i * o P o
Cym sk :

The government wanted industries to grow faster, become competitive and
reduce unnecessary government control.

1 END OF “LICENSE RAJ” ™ INDUSTRIES STILL REQUIRING LICENSE \
Some sensitive industries still needed government control. |

Earlier, industries needed government Government removed licensing For
permission (license) for: far most industries. Arms & Ammunition =¥ national
= Opening factories After Reforms s
* Expanding production Licensing Only 18
» Starting new business needed for industries 2 For
many needed Atomic Energy -» sm & ‘
¥ Delays industries licenses security
¥ Corruption LICENSE _ | I
X Slow industrial growth Subsequently Nircosic Drugs > To prevent
reduced to illegal use
| only 5
Example st
Fi li £
Earlier After Reforms z:;“i’”‘['s . PG
Suppose someone wanted Factory could start e Y g |
to open a shoe factory. easily with
fewer permissions.
He needed many Alcohol & i3 For health
government Cigarettes cancerns
approvals,

Government cannot allow anyone to freely produce
weapons, dangerous chemicals or nuclear products

Result: Businesses grew faster. because they affect national safety.

2 REDUCTION IN PUBLIC SECTOR MONOPOLY

Gesariuat esarved sy nckietrioe bk aastor redussd g el 2 sedins ::;Pmm companies could After Reform::e:triuate companies
only for public sector companies, IR ARy Mt bl L

Publicm;iimw}slhﬂmtﬂ ] - °l ({ 3 % é 9

Telecom Airlines Power  Rail-related

E Ammuniti i
: : :? : = : | neny R SErVICES
Result: More competition * Better services * More investment * Faster industrial growth . .ii
Real-Life Example — Telecom Sector Before vs After Reforms —}
Earlier '. Betterinternet, || | Before Reforms After Reforms |
H“’;E:;::m Private companies entered: cheaper calls, | Too many licenses Easy business setup
con _ |
type system) Q b |_ u I m‘m Government control Maore private participation
alr e L = Slow industrial growth Faster growth

Less competition Healthy competition |

BENEFITS OF NEW INDUSTRIAL PoOLICY

3 A4 O e &as

Ended unnecessary Encouraged Increased Improved Boosted industrial Attracted more Created more jobs
controls private sector efficiency productivity development investment & faster growth

MEMORY B New Industrial Pelicy = “Freedom for industries to grow"

TRICK Less Government A More Private Faster Industrial
o Control . ?ﬁ' Companies & ﬁ Competition — ’




# ‘5.8 TRADE & FOREIGN INVESTMENT REFORMS

i Aim: Increase fumlgn investment, reduce government restrictions on trade,
encourage imports & exports and make Indian industries globally competitive.

ED mrie acrrestructuren | [E) pe-reservaTionoF | [E]  END OF PUBLIC [} LIBERALIZATION OF FOREIGN
TP Gl SMALL SCALE INDUSTRIES SECTOR MONOPOLY INVESTMENT (FDI)
Restrictive Trade Practices Act [ Earlier | FDI = Foreign Direct Investment

m Certain products were Many sectors were : m
reserved only for small controlled by A, Autamatic approval for FDI upte
Large companies faced industries. government 51% in many industries.
many restrictions on companies. Later ailowed in almeost all
expansion, merer industries except a few
and takeover. reserved sectors.
After Raforms After Reforms
- : | | '
Large industries alsa {~~~  Private sector participation [ Example |
Many Sk v allowed to produce those increased in many sectors.
o "”I‘" W goods. Samsung (foreign company)
panies can exp: ([ ]] invests in India, opens factory,
merge & take over t‘ creates jobs and brings.
easily, ) ) technology.
il G
Earller: Mostly government i 1
Toys, electronics items ate. {BSML type system)
m now produced by both small

After Reforms: Private companies

Raliance can marge with anothar soitege e N entered - Airtel, Jio, Vodafone.
company eassly and grow faster. @ e

Raosult: Better quality, lasge-scale alrbel @ “I

. o, Result: Better services, cheaper

prices & more choices.
5 IMPORT LIEERALIZATION & REDUCTION IN TARIFFS 7 RUPEE DEVALUATION
Tariff = Tax on imports [TEEE Value of Indian Rupee was
Importing foreign goods Year Tariff Rate reduced against Dollar.
required license. i
i 1990-91 N 355%
Iﬂhls wla; :all:l | Earlier After Devaluation
e ey el 1993-04 (NN 55%
il 1995-96 NN 50% @s-o=@s-ws
Import restrictions removed
on mast goods. Only few 2007-08 [ 10%
npirkint gecds Hdule: Result: Indian goods became cheaper
license. Earlier: High tariffs made imported goods for foreign buyers.

VErY EXpensive.

 Example | b = After Reforms: Lower tariffs made foreign * Exports increased J
Today Irdia g i o products cheaper. = Foreign exchange

can easily | == :

it e Result: Consumers get more choices gy Mprousd

Editle Ol Fertlizers  PEtroleum

Products and better quality goods.
Result: Mo avaiiubifthty of goods, Exception: Automohbiles still had high tariffs (around 100%) for some time
better quality & increased competition. = to protect Indian automobile industries.

[} CURRENT ACCOUNT LIBERALIZATION ] DISINVESTMENT IN PUBLIC SECTOR ) REDUCTION IN BUDGET SUPPORT TO PSUs
From 1994, many current account transactions Gevernment sold part of its ownership in Government gradually reduced financial support te
were made easier. public sector companies, public sector companies.

® =& 4 — f

Sells shares *
Education Foreign I’w:lmlng
abraad travel I.MIIIMI“ VTSNS
5 Result: PSUs encouraged to become
Mare freedom for individuals and businesses. Result: Increase efficiency & give greater autonomy. efficient, profitable and self-dependent.
BEFORE REFORMS vs AFTER REFORMS KEY BEMEFITS EASY MEMORY TRICK

BEFORE REFORMS AFTER REFORMS

= Encouraged industrial growth
a Too many restrictions &‘ Less restrictions ﬂ-ii TRADE
and controls and more freedom @ Miore facwign Invertment & technology T = Tariff reduction
i a ; Increased titi
é High tariffe ﬁ Low tariffs H g R = Remove restrictions
*‘J Show industrial growth ﬁ Faster imdustrial growth 'ﬁ' raSTRpevEe S andoos A~ Attract FDI
ges More exports & foreign exchange
a Less foreign investment ﬁ’l‘i More foreign investmant i D - Devaluation of rupes
@ Limited choices for Mare choices & better m Py ) : . E - Encourage exports
consumers quality goods ./;I‘i Owerall economic developmeant and efficiency
More private sector &
Govern
ﬁ ment monopaly m ot
These reforms opened India to the world, increased competition, 2

attracted investment and boosted economic growth.



TIGM was created to recommend measures for tapping into the potential
of the gold sector and provide stimulus to exports and economic growth.

Improve Increase Support Suggest reforms
e 4 . I
India’s gold exports economic for the
market growth [ ] l I gold sector
WEAKNESSES OF NITI AAYOG
Limited Role Does Not 9 Does Not o Does Not

NITI Aayeg mainly gives Produce Control Review
advice and suggestions. National Plan Expenditures State Plans
It r:arlncit force s.tate.s §e Earlier, the Planning NITl Aayeg cannot decide It cannot officially

ministries to follow its Commission used to how government money approve or reject

recommendations.

We siggerc We will
—
'«n x
1)
Example:

Example:

If MITI suggests a new
farming reform, states may
or may naot implement it. 8

Excluded from
Budget Process
NITI Aayoq has little role

in preparing the
Union Budget,

Example:

Budget decisions like tax changes,
government spending, subsidies are
mainly handled by the

Finance Ministry.

NITI lacks the power
to perform as a

Counterweight #
and Voice of

Development

Weakness

prepare a Five-Year
MNational Plan.
NITI Aayog does not
make such fixed
national plans.

FIVE-YEAR
PLAN

There is no official
“Five-Year Plan”
now like earlier times.

6/

NITIAAYOG

will be spent.

Q.Q

Education Health

state government
development plans.

Example: Example: i~
The Finance Ministry i sl roonins & "I“ad -
et irrigation project plan,

Defence, atc.

Lack of
Autonomy & Power

NITI Aayog does not have
strong independent powers.
Cannet enforce

decisions.

____+x___,

-244

Ministries / States Advice may
be ignored

Example:
It cannot punish ministries or states

for ignering its advice.

It cannot strongly challenge
government decisions or
independently enforce
development policies.

~ SUPER QUICK REVISION _

Easy Meaning

goes to Education, HH“M

WHAT DOES THIS MEAN?
——= NITI mainly acts as:

OO0 6 E¢

A policy
advisor

MITI cannat stop or
approve it directly.

Lack Independence

Since it works under the
Central Government, complete
independence is limited.

Major decisions
depend on the
Prime Minister
and central
ministries.

Example:
Important decisions may still depend
on the PM and central ministries.

A think
tank

A research &

analysis body

A discussion
platform

Example

Lack of Autonomy & Power
Lack Independence

(1) & Limited Role

9 E Does Mot Produce National Plan
(3] ] Does Not Control Expenditures
6 Does Mot Review State Plans
(5] ﬁ Excluded from Budget Process
0 X

Q0

Gives suggestions only

Ma Five-Year Mational Plans
Cannot allocate funds

Cannet approve state projects
Small role in budget

Cannot enforce decisions

Depends on government

States may ignore advice
Planning system changed
Finance Ministry controls money
States decide independently
Budget made by Finance Ministry
Advice may be ignored

PM & ministries dominate



PRIMARY SECTOR (AGRICULTURE SECTOR)

The Primary Sector includes activities that use natural resources directly.

qj Agriculture is the
rgest Source of Livelihood

Mast people in rural India
depend on farming and

Animal Husbandry

'KEY POINTS - EASY EXPLANATION WITH EXAMPLES

9 India Was Earlier
a Food-Deficient Nation

Before the 1960s, India imported
food because production was low.

India Became a

E Major Preducer

Teday India is one of the werld's
largest producers of milk,

Largest Area Under
Wheat, Rice & Cotton

A very large part of India's
land is used to grow

related activities for income. pulses, jute and spices. these crops.
Example: Example: | Example B :‘,‘!;ﬁl
» Farmars growing rice India imported » Tea from Assam Hay | N
» Punjab - Wheat .
of wheat wheat from ather + Spices from Kerala / ‘.k[ ;
 Dairy farmers selling milk eountries before + Milk production * West Bengal — Rice |

the Green Revalution. = Gujarat - Cotton &

s Fishermen selling fish (White Revolution)

AL o -

A /
Second Largest Producer o Huge Food & o Largest Cattle Herd 0 Important Cash Crops
of Many Products Grocery Market O bl R ;
India is the second largest producer of India has one of the world's nun?be::ﬁ :u:::oe:a:::lg:‘:m - f;sse::::ga::iaeaml' mmi"'f
fruits, vegetables, tea, fish, sugarcane, biggest food and grocery y Y

livestock population.

rice and cotton, markets. D-Mart Major Cash Crops:

Example: Example: T 4 Exampie: « Catton

Incia exports Big retail chains ke % & MR cupmetiny ikt

mangoes, tea, D-Mart, Relionce F like Amul and + Sugarcane

cotton textiles Big Bazaar, etc. Mather Dairy play

and more, a big role.
0 Agriculture Share in @ 47% Population Depends Agriculture Contributes Agricultural Production

GVA is Declining on Agriculture to GDP is Increasing

Agriculture’s percentage Almost half of India’s population Agriculture adds significant value Food grain production has

contribution to the economy is continuously increased.
reducing as industries and

services are growing faster,

earns livelihood from farming
and refated activities.

to India’s economy.

Example: Example:

Bt.il ‘agn:ul_l-ure production is Exampie: Selling ceops, ik, DS -

still increasing. villages mainly depend fish and sugar 315 million tonnes
Example: \ on farming activities increases national of food grains in =
IT s s sctuning ectors for income. income, 2021-22,

row contribute more to GOP.

- s

Private Investment in | Agriculture Growth in 2022-23 IMPORTANT TERMS ptie e
Agriculture Increased ooy St {ebromighs it Cadh Lrops : Crops i for prifi.
Private companies are investing | | good crop production. | Examples - Cotton, Sugarcane, Jute
more in farming. - |
- gpatin: s | o Allied Activities : Activities connected
Example:| + Good rainfall i i rf_'j with farming.
* lrrigation systems + Better sowing ! ﬂ ﬁ Examples - Dairy farming, Poultry,
« Cold storage + Allied activities like l *  Fisheries, Beekeeping
¥ Moctesh yuisons ey Kibatios | ~m GVA (Gross Value Added) : Value added
L _l_ll by different sectors to the ecenomy.

SUPER QUICK REVISION

Neo. Topic Easy Meaning Example

1] d: Largest Source of Livelihood Muost depend on farming Farmers, dairy farmers, fishermen

[ 2] f. Food-Deficient Earlier India imperted food before 1960s Imparted wheat

3] Lﬂ Major Producer Large production of many tems Milk, spices, pulses

4] .,',_ Largest Area Under Crops Big area under wheat, rice, cotton Punjab-Wheat, WB-Rice, Gujarat-Cotton
5] @& Second Largest Producer Second in many products Tea, fruits, vegetablas, fish, sugarcane
@ w Huge Market Very large food & grocery market D-Mart, Reliance Fresh

17 W  Largest Cattle Herd Meost buffaloes & livestock Amul, Mother Dairy

(2] '!. Important Cash Crops Crops grown for profit Cotton, Jute, Sugarcane

(5] 4 Agriculture Share in GVA Share In economy is declining Industries & services growing faster

i} f_ Population Depends 47% people depend on farming Rural livelihood

[11] i; Agriculture to GDP Agriculture adds value to GDP Crops, milk, fish increase income

2] &4  Production Increasing Food grain production rising 315+ million tonnes (2021-22)

@ o8  Private Investment Mare private maney in farming Irrigation, cold storage, tractors

QD ﬁ Growth in 2022-23 Streng growth due to good reasans Good rainfall, batter sowing, allied activities



PM-KISAN

Pradhan Mantri
Kisan Samman Nidhi

Farmaers receive 16,000 per
year directly in their bank
accounts,

Financial support
for small and
marginal farmaers,

Example: Money can be used for
seads, fertilizers, farming tools, ote.

5/

Crop insurance scheme for
crop loss or damage.

PMFBY
Pradhan Mantri
Fasal Bima Yejana

@ Examphe: If crops are damaged due
ta fload, drought, heavy raen,

farmers get compensation.
o Agriculture
Infrastructure Fund

Provides long-term loans for
agriculture infrastructure projects.

P o —

10

GOVERNMENT SCHEMES FOR AGRICULTURE

These schemes aim to improve farmers’ income, increase production, ensure sustainability,

promote technology and create better markets.

o MSP
(Minimum Support Price)

Government fixes a minimum price
for crops before harvest.

MSP = 1.5 times
the cost of production

Example: H wheat production cost = 1000
MSP may be around 11500

Benefit: Protects farmers from losses,
MIDH
Mission for Integrated

Deveiopment of Horticulture
Supports horticulturs farming.

 includes |

# Fruits

* Vegetahles
* Flowers

= Spices

Example: Helping mango or apple
farmars with better technology.

FPOs
Farmer Producer
Organisations
Farmers form groups/organizations
to sell products together.

Used For
= Wershouss * Better prices
* Cold storage * Strong
* Food processing - bargaining
power
S Dafciig .ot shormon Example: 100 farmers together sell
e wheat directly to companies.
@ Agricultural @ e-NAM
Mechanization Electronic National

Use of machines in farming,

Agriculture Market
Online trading platform connecting
APMC mandis across India.

| Machines |

= Tractor Aim

* Harvester Create one

= Seed drill unified national
market for farm
products,

Benefit: Faster farming,
less labour cost, higher sutput.

Scheme
PM-KISAN
MSP
Institutional Crodit
Hational Mission on Edible Oils
PMFEY
MIDH
Soil Health Card
PEVY
Agriculture Infrastructure Fund
FPOs
POMC
Miers Irrigation Fund
Agrl Mechankzation
o MNAM
Kisan Rail

0000800000000 00

Startup Ecosystem in Agriculture

Example: A Punjab farmer can sell crops
onling 1o a buyer in Maharashtra,

e Institutional Credit

Banks provide loans to farmers
at low interest rates.

» Banks

+« NABARD

= Cooperative
societies

Example: A farmer takes a low-
imterest loan to buy a tractor.
o Soil Health
Card Scheme

Farmers receive a card showing
soil nutrient conditicn.

= Know soil quality

* Know which =
fertilizer is needed =

-_—

CARD

Example: if soil lacks nitrogen,
farmers can add suitable fartilizer.

11

Improves water-use efficiancy.

PDMC
Per Drop Mare Crop

= Drip irrigation
« Sprinklers

Example: Water reaches roots
directly, saving water.

15)

Spacial railway service for
transporting farm produce quickly.

Reduce wastage
of fruits and
vagetables.

Kisan Rail

= ATCAN hist

| wim g

Example: Fresh mangoes transported
quickly frem Bihar to Delhi,

SUPER QUICK REVISION

Main Purpoze
Provides 26000 per year financial support
Ensures minkmum price for crops
Lew-interost loans to farmirs
Increase edible ol production
Crop insurance for crop loss
Promotes horticulture farming
Provides soil nutrient information
Promotis arganic farming
Loans for infrastructure projects
Farmer groups for better income
Improve water-use efficiency
Promotes modern irfgation
Use of machines in farming
Online market for farm products
Fast transport of farm produce
Promotes agri-innovation & startups

Example
Buying seeds, fertilizers
Wheat MSP
Loan to buy tractor
Musstard, paim ail
Flood/drought compensation
Mango. apple farming
Know fertilizer need
Natural manuns
Cold storage, warehouse
Collective wheat selling
Drip irrigation
Sprinklers, drip
Tractor, harvester
Online selling across states
Fruit train service
Weather app, agri apps

SOIL HEALTH

Mational Mission
on Edible Qils

Promotes production of
edible oils in India.

* Mustard
= Palm oil
* Soybean

=

Airm: Reduca import of edible
wils from other countries.

(8

Promotes organic farming.

= Reduce chemical
fertifizers

= |mprove
soil health

PKVY

Paramparagat Krishi
Vikas Yejana

Example: Lising natural manure
instead of chemical fertilizers,

@ Micro Irrigation Fund

Promotes modern irfigation systems,

Benefit: Saves water and
increases praductivity.

Startup Ecosystem
in Agriculture

Encourages startups and innovation
in agriculture.

» Agri-tech
» Smart farming
* Food

processing

Example: Apps that predict weather
or help farmars sell crops online.

Key Benefit

Direct incoma support
Protects fram price fall
Easy scoess to finance
Reduces import

Financial security

Better productivity

Better soil management
Improves soil health

Bettar storage & processing
Better prices, strong power
Save water, more crop
Saves water, high yield
Faster, cheaper, more output
Unified national market
Less wastage

Smart & modern agriculture



Small and
Fragmented
Landholdings
Meaning: Most farmers
awn very small pieces

of land,

L1

[ Example: A farmer with
|1 acra cannot easily

use machines.
Unscientific

9 Farming Practices

Meaning: Wrong farming
methods damage land
and environment.
Example: Excessive i
chemical fertilizers & N o
cause soil degradation. 28

Slow Agricultural
Diversification
Meaning: Fecus remains
on traditional crops
instead of high-value
products.

Example: Growing only W0

Ineffective Credit
Delivery

Meaning: Farmers do

loans.

Example; Small farmars
depend on moneylenders
charging high interest.

Marketing &
Warehousing
Prablems
Meaning: Lack of proper__
storage and market
facilities.

Exarnple: Grains get

spoiled due to poor
warehouses.

Low Farm

‘ e Productivity

Meaning: Crop

(6

productive.

quality.

Example: India produces
less wheat per hectare
than USA or China.

Example: Ovargrazing
and deforestation in
Rajasthan reduce soil

W

India USA China

Desertification &
Land Degradation

Meaning: Fertile tand
becomes dry and less

Lack of Sustainable &
Climate-Resistant
Technolegy

miethaods.

14/

production.

Meaning: Farmers are not
widely using eco-friendly
and climate-smart

Example: Limited use of
drought-resistant seeds,

Meaning: Changing
climate affects crop

Example: Floods,
droughts and heat
wavee destroy crops.

Climate Change
Problems

Unable to Tap Full
Export Potential

axports.

reduce exports.

Meaning: India cannot
fully increase agricultural

Example. Poor packaging
and quality standards

@ Poverty & Malnutrition

Small Landholdings
Low Productivity

Subsistence Farming
Water & Soil Stress
Uinscientific Practices
Land Degradation
Poor Processing Infra
Weak Value Chaing
Slow Diversification
Lack of Tech

Poor Tech Adoption

dgeoNo s wn sk

’ Solutions liein T

Ml.-u.nmg: Low farmer income affects nutrithor: and “w'ng standards.

Example: Poor families are unable vo afford nutritious food.

Easy Maaning

Tiry farms.

Less output per hactare
Farming for self-use
Dveruse harms soil & water
Wrang mathods

Land becomes dry

Mo food processing
Poar market link

Focus on few crops

Mo climate-smart tech
Old rools used

1 acre land

Less wheat yield

Rice for family
Groundwater decling
Excess chemicals
Rajasthan desertification
o tomato procossing
Veggies spoil in transit
Omly wheat

Less drought seeds
Bulleck plough

Agriculture is the backbone of India, but many challenges
reduce farmers' income and hinder growth.

Subsistence
Farming

3

Maaning: Farmers grow
crops mainly for their
own family needs.

Example: A farmer
growing rice only for  &E

Poor Agro-Processing
Infrastructure

Meaning: Lack of food
processing facilities.

Example: Farmers cannot
easily convert tomatoes
into ketchup or fruits
into juice,

1)

Meaning: Many farmers
still use old tools and
miethods.

Poor Adoption of
New Technolegy

Example: Using bullnch
instead of modern
harvestars,

@ High Food Price
Volatility

Meaning: Feod prices

change very quickly.

Exampie: Tomato prices !
suddenly increase from Y

22010 €100 parkg. | €20] [%100]

Inability to Channelize
Surplus
Mezning: Extra production
is not properly used or
sold profitably.

tomatoes on roads due
to low prices.

Stress on Water
Resources & Soil
Fertility
Meaning: Excessive use
of water and chemicals
harms soil and depletes
water lovels.

Example: Overuse of
groundwater in Punjab
has reduced water levels.

0 Weak Value Chains

Meaning: Poor connaction
batween farmers, markets,
storage and exporters.

Example: Vegetables
spail before reaching
cities due to bad
transpert.

12)

Meaning: Farmers often
do not get fair prices.

Lopsided Marketing
Practices

Example: Middiemen buy
crops cheaply and sall
them at high prices.

6

Meaning: Indian farming
heavily depends on
rainfall.

Dependence on
Mensoons

Example: Weak monsoon
leads to poor harvests.

Poor Post-Harvest
Infrastructure
Meaning: Weak storage,
transportation and cold
ﬂw@ !fﬂ.ﬂl’i.

Example: Fruits rot before
reaching markets,

Enty Meaning

Lopsided Marketing

Unfair prices

Middlemen profit

13 Inetfective Credit Loans not easily available Moneylenders

14 Climate Change Weather extremes Floods, droughts

15 Price Valatility Prices change fast Tomato 220 to 2100

16 Monzoon Dependence  Rain depandent Wieak monsoan harm

17 Marketing & Storage Poor storage & markets Grain spoils

18 Lew Export Potential Cannot axport fully Poor packaging

19  Surpius Not Used Extra not sold well Tomatoas dumped

20 FPoor Post-Harvest Weak storage/transport Fruits rot

21 Poverty & Malnutrition  Low incoma, poor nutrition  Can't afford healthy food

echnology, Water Management, Better Markets, Infrastructure,

Credit Support and Sustainable Practices.



SECONDARY SECTOR (INDUSTRIA OR)

o Important Contribution

It mainly includes:

Industrial Sector

The Secondary Sector converts raw materials into finished goods.

Iron are

Manufacturing -«

0 Large Informal

Steel Sugarcane

e Construction

o Rapid Industrial

Industries

Strong Manufacturing

to Indian Economy Includes Many Sector Growth is Important Sectorisa
» Industries contribute around Industries « More than 50% of « Fast industrial growth Government Priority
30% of India’s Gross Value * Manufacturing f industrial work happens helps in economic - Government wants
Adde.d {GVA). : r:::‘l;::‘“mes in the informal sector. development. India to become a
= Provide employment to o Pl A « It includes businesses global manutacturing
maore than 12.1 crore people. oy without proper m hub.
| Exampla | = Qil & Natural Gas registration or job Growth in mobile
Fasctortis, tels milks, . Food processing ! security. l.mnufa:turing creates Examples
siftomoblie plarts snd ‘ 'T'::::E Py :“"5- e"::f"’* a:: “Make In India’ initiative
steel industries 3 Coﬂag.-;industﬁes ﬂ ncreases income. encourages companies
generate employment. « Tourism Small workshops, to manufacture
@ street manufacturing products in india.
[ Examples units, small tailoring

Tata Steel (Steel), Reliance
{Petrochemicals), Amul (Food
processing), Handloom weaving
(Cottage industry)

shops.

G Manufacturing is o Manufacturing Eight Core
the Most Important GVA Contribution Industries
Industrial Activity + Manufacturing cantributes 1. Coal
* Manufacturing accounts significantly to India's 2. Crude Oil
for about 78% of 1otal SCONGMY. 3. Matural Gas
industrial production, ot vekie and 4. Refinery Products
increases national 5. Fertilizers
- e B
Factories producing . 7. Cement
Ry PR + Production of T
smartphaones, medicines B. Electricity

clothes, cement
and maore.

and automohiles
boosts the economy.

Thase are basic industries
that support other sectors,

Example; Steel and cement
are neoded for construction,

IMPORTANT TERMS

MANUFACTURING SECTOR

PMI (Purchasing
Managers' Index)

= PMI measures industrial
and manufacturing
business activity.

55.4

+ Above 50 = Growth
+ Below 50 = Slowdown

Example: PM| of 55.4
means manufacturing
activity is expanding.

C AL

Role of DPUT

@ Improvement in

Global Innovation DPRT - Departmantt
Index {G“} for Promation of
« India improved its Industry and
Internal Trade

innovation ranking

globally. * Helps create industrial
. policies and promotes
* Gomath in siarips, industrial growth.
technology,
research and | Examiples
digital industries. « Promoting startups
| * Supporting Make in India
‘ ’ + |mproving ease of
= r daing business
v b

GVA MSMEs Cottage Industries Informal Sector
(Gross Value Added) (Micro, Small & Small home-based Businesses not
Value added to the Medium Enterprizes) industries producing registered; workers lack
economy by Small businesses traditional goods. job security and social
sectors. that support Examples: benefits.
employment and = Handloom weaving Examples:
I I production. « Pattery - Small warkshps
+ Handicrafts + Street vendors

Contribution

Easy Meaning

SUPER QUICK REVISION TABLE

Core Industries PMI

Basic industries that Index that shows

provide inputs to the current heaith

other industries. of manufacturing

Examples: Steel, Cement, sector.

Electricity, Fertilizers = 50 Growth f
<50 Slowdown J

Example

Factories, steel plants, textile mills

Industries Include
Informal Sector
Industrial Growth

Govt. Priority
Manufacturing
Manufacturing GVA
Core Industries

PMI

Global Innovation Index
DPIT

00000000000}

Industries contribute to GDP and provide jobs
Many types of industries under this sector

More than 50% work happens in unregistered units
Rapid growth helps economic development
Strong manufacturing is a key government goal
Maost important industrial activity (78%)
Manufacturing adds value to economy

B basic industries supporting others

Measures manufacturing business activity
India improved innovation ranking

Creates policies & promotes industrial growth

Manufacturing, chemicals, mining, tourism
Small workshops, tailoring shops

Mobile factories create jobs & exports
Make in India

Cars, electronics, cement

Smartphones, medicines

Steel, coal, oil, natural gas, cement

PMI 55.4 = Growth

Growth in startups, technology

Supports startups, Make in India



GST
{Goods and Services Tax)

@

+ Intraduced on
1 July 2017 as a
singla indirect tax
law for entire
country,

= One nation, one tax.

Example: Earlier diffarent
taxes in differant states,
Mow one G5T across India,

Banefit: Easior business
oparations, less confusion,

o National Single

Window System

* One-stop online platform
for approvals.

= Reduces delays and
paperwork.

License @ |
Approval
Cas.sodsiokl,

APPROVED

Exnmple: Investor gots all
licenses and approvals from
one portal.

0 FAME India

» Faster Adoption and

These schemes promote manufacturing, attract investment, improve infrastructure,

support MSMEs, encourage innovation and boost exports.

Reduction in
Cerporate Tax

2]

= Corporate tax for
domestic companies
reduced to 22%.
Encourages companies
to invest more.

(8)
22%

Example; Companies save
tax meney and invest in
new factories.

o PM Gati Shakti

+ Integrated infrastructure
planning system.

* Improves connectivity and
reduces logistics cost.

Example: Better connection
of roads, railways, ports &
airports for faster movement
of goods.

@ Udyami Bharat

= Supports and

®

e Malke in India

+ Launched in 2014 to
make India a giobal
manufacturing hub,

Promotes local products,
invastment, infrastructure
and innovation,

Example: Samsung, Apple
manufacturing maobile
phones in India.

e MNaticnal Logistics
Policy (NLP)

+ Palicy to reduce logistics
cost and improve
efficiency.

Example: Faster delivery of
goods from factories to
markets,

PM MITRA

= PM Mega Integrated

QO Make in india 2.0

* Focus on 15 manufacturing
sectors & 12 service
sectors,

Example: Electronics,
automobiles, textiles,
chamicals, tourism ete,

9]

* Incentives to companies

PLI Scheme
{Production Linked
Incentive)

for increasing production.

* Covars 14 key sectors.

Example: Incentives for
miobile phone, electronics
manufacturing.

Benefit: Boosts production,
exports and jobs.

Glebal FDI
Refarms

(14

Bag}

®
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Doing Business

» Simplified rules &
procedures.

+ Online approvals,
digital processes,
simplified laws.

ONLINE
APPROVAL

Example: Startup can
register business
online quickly.

Industrial Corrider
Development
Programme
+ Development of medern

industrial zones with
world-class infrastructure.

Example: Delhi-Mumbai
incustrial Corridor (DMIC).

Benefit: More factories,
better transport, more jebs.

100% FDI Under
Automatic Route

+ Opened more sectors
for foreign investment,

= Foreign companies can
invest fully in some
sectors without govt.
approval,

Textile Region & Apparel.
= Promotes textile parks
and investment.

Manufacturing of
Hybrid & Electric
Vehicles.

= Promotes EV 0
production and use. |

empowers MSMEs.

Eanmple: FDI allewed in
defence, e-commerce,

Example: Small businesses

Example: Subsidy on Example: Large textile

Eﬁ.nphl? 100% FIM allowed

alactric scooters and get loans, digital and parks far cloth insurance, construction etc. in coal mining, single brand
EV cars. marketing support. manufacturing. retail trading ete.
FIF (17 (D Fostering @ swtrtpindia €l PublicProcurement  €3)  ECLGS
(Foreign Investment E " ! Innovation Order 2017 {Emergency Cradit Line
Facilitation Pertal) S o8 S wnd s ke Guarantes Scheme)

Tawes on Export Products. * Supports innovation, naw businass ideas, » Proforence to locally

. Er:lu-nu ?ﬂr!ﬂlt::’hﬁlp o Poabiril o ik 4o l-sllrcf:\, industry. ) + Beifhic Fading; manufactured goods, * Emaergency loans
EIGN IMAEETors. e oy academin paﬁner-sh:f:-. rax baneRts: sasier guarantesd by govt,
= startups and IFR regime. < for businesses.
= Boosts exports, registration.

Example: Fareign companies
apply for mvestment

approvals online.

= Example: Govt dnpnrtmnh
Exarnple: Tech startups buy Indian-made preducts
like fintech, sdtech [

Example: Toxtile axporters
et tax refunds,

Example: Startup incubators
in |ITs and research parks.

Example: MSMEs get loans
dhuring COVID-19 crisiv.

companies.
IMPORTANT TERMS SUPER QUICK REVISION TABLE
Mo, Schems Maim Purpess Exsmple
MSME: il ek e Sptlasde Wiy 1 agT Qe ta syvtem to simglily taxation Uniform tax acros badia
Eivtipen, Semall & Mediem nterpeisesy CPRITS sploymnest and support 2 Beoduction in Comporate Tas Lo T8 18 BouSGe i nent Companisi open reew lactoried
production. a MslE i Inela Promets manfsening i india Samsung phones msds in Indls
4 Mek= i indla 20 Focus on 15 g, & 12 sarvice sectory Electronis, auto, teviiles
FDI Invwilar mada by faemign 5 Eme of Doing Busines Simplily rales & onfiee spprovals &muprnﬁohﬂd nlane
Foesign Diesct § v i ndlla i sk idp o & Mational Simgly ‘Window Syztem One-stop appetwals for imrestors Lizwrnas from ona portsl
e 't_.-' ¥ Pl Gatl Shakei Bater infrastructure & conmactivity Rosds, rall, ports imsgratos
“"“‘“"‘ i ot B Hatinal Logistics Bolicy Fechuce lngiatics cost Faster traneport of goods
L] PLI Incesitives for more production WMok manutectuning i
Indirect Tax Tas collertnd by gowt. an goads and |T’“ L] Ingustrial Corvidor Frogrammes Dewolop medern indusirisl zenes Drelhi-tdumbal Corridar
sareiias thioegh GST. 11 FAME Endia Fromaie alactric vehiclos EW sooators subsidy
12 Usthyirn| Bharat Suppant snd erguwnr MGMEs Laans & st 5 MSMEs
13 PM Promeate testile parks & svertment Tautile parhs in India
PR Legal rights for protecting lanoaations, :; E-m;::ﬂﬂmk ; ?&ﬂ;&wtmh Fol T:’;‘W'
v Automatic Routs) allrweed in soma wecicn L] L
ratiereal Proparyy Rightt i iy 1 EF el T e Apgly for M:::u
ir BaOTEP Rafurad taoss 1o enporters Fatund to tuxiils ssportars
15 Faataring lanvaticn Promete reawarch & atartupi St ngubeden
w Starrap trdia Suppon sartups & new idsas Finteck, edvech starmugs
20 Pubilic Procursrssent Ovder 1017 Preference 1o locsl ] Gewt buys lnd an-made goods
.-./) Thiese Lohemad togather craate & Hrong Iﬂdul‘l.ﬂ.ﬂ' o EoLes St o mn-m ik lt-mm: el sy

scomyeiem for o wil-rellant, iInnovative
india.




o Industry 4.0
(Fourth Industrial

Revolution)
India is gearing up for
Industry 4.0 which
integrates new technologies
like Al, cloud computing,
loT, machine learning,
artificial intelligence and
automation.

Example:
Smart factories using robots,

Al based quality check,
automated warehouses.

Benefits:

+ Faster production

« Better quality

« Less human error

+ More efficiency &
competitiveness

e

National
Manufacturing
Policy

2]

The National Manufacturing
Policy aims to increase the
share of manufacturieg in
GDP to 25% by 2025.

Example:

More factories in sectors like
mobile phones, electronics,
automobiles, textiles,
chemicals, machinery.

Target

25%

by 2025

Benefits:

+ More jobs

+ More exports

= Stronger economy

« Balanced development

—
Artificial Intelligence (Al)

e

Machines perform tasks
like humans.

Example: Robots in car
manufacturing factories.

A = =

Topic
Industry 4.0

Attractive Hub for FDI
Rising FDI
Role of DPIT

©000QF

Cloud Computing

M

Storing and using data
over the internet.

Example: Factory data
stored on cloud.

India is moving towards a modern, technology-driven and globally
competitive industrial sector.

9 India as an
Attractive Hub for
Foreign Investment

Over the last few years,
India has become a top
destination for foreign
investments in the
manufacturing sector.
Why India?

* Large market

« Skilled & affordable labour
= Government support

« Better infrastructure

» Policy reforms

Example:

Apple manufacturing iPhones

in India, Samsung mahbile
factories in Moida.

¢\__ -

Apple

KEY TECHNOLOGIES OF INDUSTRY 4.0

Internet of Things (loT)

Ll
L]

' P
o O
- Bog
om0
Machines connected
through the internet.
Example: Smart sensors in

factories menitoring machines
. automatically.

Rising FDI
(Foreign Direct
Investment)

FDI equity inflows in the
manufacturing sector have
been progressively using.

India received a total FDI
inflow of

US$ 83.77 billion
in 2021-22,

Example:
Foreign companies investing
in electronics, automobile

sector, renewable energy,
e-commerce and more.

According to the Department
for Promotion of Industry
and Internal Trade (DPIIT),
India received a total foreign
direct investment (FDI)
inflows of US$ 83.77 billion
in 2021-22.

Work of DPIIT:

» Formulating industrial policies

= Promoting investments

= Supporting startups

« Improving ease of doing
business

« Developing industrial
corridors

Machine Learning

Systems learn from data
and improve automatically.

Example: Predicting machine
breakdowns in advance.

Machines and robots do
work automatically.
Example: Automated
assembly lines.

National Manufacturing Policy

SUPER QUICK REVISION TABLE

Easy Meaning
Use of advanced technologies in industries
Increase manufacturing share in GDP to 25% by 2025
India attracts foreign investment in industries
. India received US$ 83.77 billion FDI in 2021-22
. Government body promoting industries & investment

These initiatives will help India become a global manufacturing hub, create employment,
attract investments and build a strong, self-reliant industrial ecosystem.

Example Benefit

Smart factories, Al robots Mare efficiency and productivity

More mobile, car, textile factories More jobs and exports
Apple, Samsung investing in India Maore capital and technology
FDI in electronics, auto, renewable energy  Economic growth and development

Policies like Make in India, Startup India  Industrial growth and ease of business

il



The industrial sector plays a vital role in economic growth,
but it faces several challenges that affect productivity, profitability and competitiveness.

Shortage of Efficient
Infrastructure & Manpower

(1)

* Lack of basic infrastructure
like power, water, roads
and transport,

* Shortage of skilled and
trained workers.

Example:

Factories facing power
cuts and shortage of
skilled machine operators,

Heavy Losses, Inefficiencies
in Public Sector Industries

= Many public sector

enterprises are loss
making and inefficient.

* Require continuous
government support.

Example:
Some PSUs record
continuous lossés

every year.

9

Inflation & Associated
Macro Economic
Developments

0

+ Slow economic growth in

* Rising prices of raw

major economies reduces * Increase in interest rates electricity and gas
materials, wages and damand. mikes Ioans expeniive, b e
tics increase
:ﬁ' casts » Affects wxports.and * Higher cost of credit and transpertation
s ’ industrial growth, reduces investment and costs.
i expansion.
Example: r— Example: Example
Increase in price of steel, Lower demand for Example: Increase in diesel
aharminim and «ther hactiles as it Industries pay more prices raises logistics
o enatariats, products in global interest on working ot ot ndiusirias,
recession. capital loans,

IMPORTANT TERMS

Infrastructure
Basic facilities required for industries
like roads, power, water, transport ete,

Exchange Rate Volatility

Frequant changes in the value of
currency which affect importfexport costs.

Inflation
Genaral increase in prices of goods and
services in the economy.

MSMEs
Micro, Small & Medium Enterprises
which are the backbone of industry.

Reliance on Imports,
Exchange Rate Volatility
& Cost Overruns

+
©0
v

12

+ Dependence on imported
raw materials and
machinery.

* Fluctuating exchange rates
increase import costs.

Example:

Electronics companies
importing chips and
compenents.

6/

+ Conflicts betwoen workers
and management lead to

Strained Labor-
Management Relations
& Loss of Man Hours

MSME Sector -
Credit Availability

©

Micra, Small & Medium
Enterprises face difficulty
in getting timely and
affordable bank credit.

Example:

A small textile unit
unable to get affordable
loan for expansion.

High cest of production,
poor quality and tough
competition from ather

Lower Export
Competitiveness

Industrial Locations Without
Reference to Cost-effective
Points

4/

* Some industries are set up
far from raw materials and
markets.

+ Leads to high transportation
and logistics cost.

Example: B
A factory located far from
suppliers and customers.

(8]

= Global events and
geopolitcial issues disrupt  «
supply chains,

Global Supply Chain
Disruptions & Uncertainties

shikes st lockoust: cauntrisy. = Causes shortage of raw

* Results :::ﬂ‘l’ of Example: materials and delays in
PR Indian products face production.

Example: strong competitien Example:

Frequent strikes in from cheaper imports COVID-19 pandemic

factories disrupt from China, Vietnam caused major supply

production. ete. chain disruptions.

Global Slowdown & Aggressive Tightening High and Increasing Mounting Presence

Negative Sentiments

of Monetary Policy &

12

Fuel Prices

High Cost of Credit

* Rising prices of fuel,

of Informal Sector

-

Large number of units
operate outside
the formal system.
Leads to low
productivity,

tax evasion and
unfair competition,

Example:
Small unregisterad
workshops and units.

SUPER QUICK REVISION TABLE

No. Challenge Easy Meaning Example Impact
o Infrastructure & Mangower Shortage  Lack of basic facilities and skilled workers Power cuts in factories Lower productivity
€)  import Dependence & Exchange Rate  Reliance on imports, rupee fluctuations Imparting electronic chips Higher costs

€ MSME Credit Problem Small firms face difficulty in getting loans Small textile unit loan rejection  Limits expansion
©  Wrong Industrial Location Industries located far from raw materials/markets  Factory far from suppliers High transpart cost
©  Losses in Public Sector PSUs are inefficient and loss making Loss-making PSUs Burden on govt.

) PoorLabor-Management Relations  Conflicts lead to strikes and lockouts Worker strikes in factories Loss of man hours
@  Low Export Competitiveness Indian products face tough global competition Cheaper imports from China  Lower exports

€  Supply Chain Disruptions Glabal issues disrupt supply of materials COVID-19 disruptions Production delays
B Inflation & Input Cost Rise Rising prices increase production cost Expensive raw materials Lower profit

@ Global Slowdown Slow global growth reduces demand Lower demand in recession Lower sales/exports
@ High Cost of Credit High interest rates make loans costly Expensive business loans Less investment

3 | High Fuel Prices Rising fuel/electricity prices increase cost Increase in diesel prices Higher production cost
@  Informal Sector Growth Large unregistered sector outside rules Small unregistered workshops  Unfair compatition

e
@ Addressing these challenges is essential for a strong, competitive and self-reliant industrial sector. ! I |!I (o)



The Service Sector provides services instead of producing goods.
It is also called the Tertiary Sector.

Examples: Banking, Education, Transport, Healthcare, IT Services, Tourism etc.

IMPORTANCE OF SERVICE SECTOR IN INDIA
After economic reforms, the service sector became the biggest contributor to
Income, Employment and GDP growth.
India's IT industry, banking, tourism and telecom sectors generate huge income and jobs.

BROAD CLASSIFICATION OF SERVICES (As per National Industrial Classification, 2008)

o Wholesale & Retail Transportation & e Accommodation o Information & e Financial &
Trade Storage & Food Services Communication Insurance Activities

Buying and selling of Mowing and storing Hotals, restaurants Services related to Banking and

goods. goods and people. and food businesses. internet, telecom insurance services.

Example: Example: W Example: #nd medin. Example:

Supermarkets, Railways, Airlines, Hotels, Zomato, Example: 5Bl Bank,

Kirana shops, Warehouses, Swiggy, Jdio, Alrtel, LIC,

Shopping malls ; Restaurants Television channels, Mutual funds

Internet companies 9

Logistics :mwnhﬂ

airtel

@uc

]
vk € e A

o Real Estate o Professional, Scientific Administrative & Public Administration, @ ki
Activities & Technical Activitics Support Services Defence & Social
Buying, selling Specialized expert Suppart services for Security Tﬂ_':!’i"g “"“:!
and renting SEMVICES, businesses. Government services tRing serieey:
pmpél'l‘:f- — Ea:lmple_' and national security. Example:
Example: Lawyers, Security agencies, Example: 5""‘”{5' Colleges,
Property dealers, Engineers, Cleaning services, Palica, Army, Cua:r.'hmg .
Hausing companies Chartered Call centers institutes ﬁ
Accountants,
IT consultants

oogg

g0 'l-_i: f
s:g]

Human Heaith &
Social Work Activities

@ Arts, Entertainment @ Other Service

@ Activities of Households @ Activities of Extra
& Recreation Activities

as Employers Territorial Organizations

Héaltheirs and Entertainment and Small personal Sarvices pravided & Bodies
st Bariess. leisure activities. SErvices, by workers in In‘lwnlﬁ'lio_nﬂ
: h : arganizations
Example: Example: Example: pio) working in India,
Hospitals, . 0 Cinema, Sports, Beauty parlours, Example: P
T Music industry, Repair sho : B 7
Cl bl ‘epalr shops, Maids, Cooks,
inics, % [7 w5 % s i S " United Nations (UN), @
| l | L Gwdm'”s Warld Bank, =
: WHO atc. 'm' OR

Laundry services
"gif ©

SUPER QUICK REVISION TAELE
Easy Meaning

0]

Anathar nasni fer

Y

IMPORTANT TERMS

:’i World Health
o % 2 Organization

Service Type Example

% Tertiary Sector
,_| Economic Reforms
% Infrastruciure

a

e Exchange Rate
L4

Volatility

/", Inflation
ull

The service sector is the backbone of India's economy.
It creates jobs, improves lifestyle and drives overall development.

STl BECTOT

Changes introduced
i 1591 to improwve
India’s economy.

Badie facltios nesded
Far inadustries and
BOrCES.

Frequent changes in
vakue of currancy.

Ganarn incronses in
prices of goods and

SAFVICHS.

OOPOO0000000007
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Wholesale & Retail Trade
Transpartation & Storage
Accommaodation & Food Services
Information & Communication
Financial & Insurance Activities
Real Estate Activities
Professional, Scientific & Technical
Administrative & Support Services
Public Administration & Defence
Educatin

Health & Social Work Activities
Arts, Entartainment & Recreation
Other Service Activities
Household Services

Extra Territorial Organizations

Buying and selling of goods

Maving and storing goods/people
Hotels, restaurants and food services
Imternet, telecom and media services
Banking and insurance services
Property related services

Expart and technical services

Support zervices for businesses

Government & national security services

Teaching and training services
Healthcare and welfare services
Entertainment and leisure

Small personal services

Services provided by workers in homes

International organizations in India

Supermarkets, Kirana shops
HRallways, Alrlines

Zomato, Restaurants

Jio, Airtel

S8, LiC

Property dealers, Housing companies
Lawyers, Engineers

Security, Cleaning, Call cantars
Police, lu.rmlr Govt. offices
Schoals, Colleges

Hospitals, Clinics, NGOs
Cinema, Sports, Music

Repair shops, Laundry

Maids, Cooks, Drivers

UN, World Bank, WHO

vaead il
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X GENERAL ASPECTS RELATED TO SERVICE SECTOR

The service sector refers to the industry producing intangible goods

via services as output.

Examples: Banking, Education, IT Services, Healthcare, Tourism, etc.

Largest Sector Fastest Growing Growth Influenced Rapid Expansion of Growth of Information-
of India Sector by Domestic & Knowledge-based Intensive Service

. The i T . The e — Global Factors Services Activities

largest sector of India. fastest growing sector = Both domestic and global « Professional and technical + Technology development
= It accounts for about in India. factors influence the services are expanding has increased infermation-

53.89% of India's GVA. + It has the highest growth of services ssctor. rapidly. st s

labour productivity. Example:

Example: Example: Exampile: Accounting, marketing,
IT companies, banks, Example: US companies outsourcing IT services, consultancy,

telecom and tourism
generate huge income,

Growth in online
education, IT services,

IT work to India.

finance, research,

legal services, inventory
management, digital

; . engineering sarvices. advertising.
digital banking,
s-commerce.
Share in 9 L
53.89%) | ingia's Gva 9 " ] lll
Service Sector Startups Mostly India Among Top Services Exports Remained Largest Recipient
Supports Growth of Belong to Service WTO Members in Resilient During COVID-19 of FDI Inflows
Manufacturing Sector Service Trade « While othes o o The st e vias dactie
= Services sector activities « Startups in services sector = India is among the top 10 adversely affected, services is the largest recipient of
complement growth in have grown remarkably in WTO members in service exports remained strong. FDI inflows.
manufacturing. the last few years. s el o » Higher demand for digital + FDLequity inflows into
Example: Example: lup.pm and nesd for dbgll-ll services sector account
Tearvuiirs daiviis Towiko. Sk, Pa, Exampla: infrastructure modernization. for more than 60% of
banking provides loans, Byju's, Ola, Exports: Software, BFO, e total FDI equity inflows
T irroves Fctony Financial services, R&D s into Indfa.
SEEviCEs, Bhe, Online work, digital
Zomato s SWIGGY payments, video meetings,
cloud services.

- ld

Paytm [@BY.US

[ ———

QoA

WoRrLD TRADE
ORGANIZATION

India Became Major Highest-ever FDI @ 100% FDl in FDI Limit in Insurance Government Measures
FDI Destination Inflows in 2021-22 Telecommunication Eompﬂnies Raised Facilitate Investment
- According to the World « In 2021-22, India received Services « FDI calling in insurance - Launch of National Single
Investment Report 2022 the highest-ever FDI inflows « Ta ensure liberalization, companies has been raised Window System.
of UNCTAD, India o of US$ 84.8 billion. 100% foreign participation from 49% te 74%, + Enhancement in FDI ceiling
“Wﬂ"-f" largest recipient » Out of which US$ 71 billion is allowed in telacom through automatic route.
of FOI in tht‘ top 20 host ware FDI equity inflows in services through the E“"_‘Ph_'- : + These measures have
countries in 2021. Automatic Route. Foreign insurance companies

Example:

Google, Amazon, Microsoft
and many global companies
investing in India.

F

G a

!hewvi:as;“ci"/
_--..III

US$ 84.8 Billion
Total FDI (2021-22)

USS 71 Billion
FDI Eqquity in Services Sector

()

can now invest more in
Indian insurance sector.

al

SUPER QUICK REVISION TABLE

played a significant role in
facilitating investment.

SINGLE WINDOW
SYSTEM

@

No. Asparct Easy Meaning Example Impact
m 1 Largist Sector Biggest contribator to India’s GVA, (- 5BE%) IT, banking, towurism High income & jobs
| Z Fasteat Growing Services are growing the fastest Omnbine education, digal banking bore growth
(‘_,I GVA Vaioa of goods snd wrvice 3  Domestic & Global Factors Growth depends on both Indian & global factors T sutaoursing Stronger demand
lll (Grose Value Added)  Prodhced minu the ol of 4 Knowlsdge -based Services Professicnal & technical services growing fast 1T, cansulting, finance High preductivity
s S infoomation-intensive Services  Serviced using nformation & technology Mccounting, legal, digital ads bare affickonty
c'-_.‘_.;‘)-—'; Wi . ) : :um-urh Mdamdacturing S-nrui:ﬁhthim:lu.lh'iﬂgmw Transport, banking, IT ’.nch.n.'rna]‘gwﬂi
= (Woekd Tradhé Orgaaipati Wt reguletid gleal trads, tartup Growth Mw.ﬁl'lwmps?nlnm Zomato, Paytm, Byju's iu'wmmn&pl.n
8 Top n WTO India i« 8op 10 in service trade Software exports. Glabal recognition
o1 Narprmerk ale 9 Rusiliant by COVID Services ramained strong during pandemic kg work, payments Stmacdy grewth
& (Fereign Diraca j  boenign companis in 10 Largest FDI Recipsont Sorvices got most FOH inflows IT, tedocom, bankirg Mare imsestment
Inidn busireases. 11 Major FOU Dwestination Irvchias became Tth langest FOI recipient in 2021 Google, Amagon Ghabal trust
12 Highest FOI in 2021-22 LI5S 848 bin total; USS 71 bnin services Record FDI inflows hore capital
E Automatic Reute Formgen mnimem alowed 13 100% FD in Telecom 100 foroign irvestmant allowsd Telecom companies Batter infrastructure
i m”"w 14  FDtinlnsurance Raised FDA fimit Incroased from 4%% 1 74% Insurance campanies Wiare faroign capital
i85 Geowt Mapsures Polcigs make investment sasier Simgle window system Eacy business

- The Service Sector is the backbone of modern In_di;
Its continuous growth leads to more income, more jobs and a better quality of life. |

i«




