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After independence, one of the most difficult choices 

that the leaders had to make was to decide the type of 

economic system that was capable enough to promote 

welfare equally across the country.

Among different types of economic system, Pandit 

Jawaharlal Nehru, the first Prime Minister of India, 

suggested Socialist Economy; however, it was not the 

same that was practiced in the USSR.

After great efforts, the planning committee decided to 

adopt a mixed economic system − a judicious mix of 
both socialist and capitalist systems.

Mixed economy was finally chosen with the help of 

Industrial Policy Resolution of 1948 and Directive 

Principle of Indian Constitution.

Planning Commission was set up in 1950, and the Prime 

Minister of India was made the chairperson of the 

commission.





Secotors of Indian economy



Classification of sectors 





Diffrence between economic growth 
and development





Why government can not print money ?????

https://youtu.be/3oyLdYv9Ql8



federal Ministry of Statistics &; 
Programme Implementation

• The Ministry of Statistics and Programme
Implementation (MoSPI) is a ministry 
of Government of India concerned with 
coverage and quality aspects of statistics 
released. The surveys conducted by the 
Ministry are based on scientific sampling 
methods.

• National Statistical Office (NSO)

• Central Statistics Office (CSO)

https://en.wikipedia.org/wiki/Government_of_India


Study of economic development-
Neglected area of economics

• Right from Adam smith to marx and Keynes, economists have given a 
thought to development but still their main interest centered around 
growth. 

• Their analysis and theories related to the socio-economic framework of 
western European nations and in advanced countries, there has been a 
tendency to take economic development for granted

• So they concentrated on short term business cycle variations of the 
economy.

• This might be due to the fact that the great depression of 1930s and 
war of 1940s diverted economists attention to more immediate short 
term economic problems. 

• The post war years witnessed the emergence of independent nations. 
Most of these former colonies of the rich countries wanted rapid 
economic development for improving the lots of their poverty affected 
masses.

• A growing awareness of the unjust world economic order made the 
poor nations raise their voice which became the voice of the third 
world, more over even the rich countries realized that their prosperity 
could not continue if the third world remained undeveloped.

• And this is how economics of development came to the forefront.

The war was for the need of independent 

nations from imperial 

nations."Colonialism" in this context 

refers mostly to Western European 

countries' colonization of lands mainly in 

the Americas, Africa, Asia and Oceania; 

The main European countries active in 

this form of colonization included Spain, 

Portugal, France, greece the Kingdom of 

England (later Great Britain), the 

Netherlands, and the Kingdom of Prussia 

(now Germany),



Introduction – Indian Economy an 
emerging economy

• The Republic of india is considered one of the emerging superpowers of the 
world. This potential is attributed to several indicators, the primary ones being its 
demographic trends and a rapidly expanding economy. In 2015, India became the 
world's fastest growing economy with a 7.5% estimated GDP rate (mid year 
terms). The country must overcome many economic, social, and political 
problems before it can be considered a superpower. It is also not yet as influential 
on the international stage when compared to the United States and former Soviet 
Union.

• the economy of India is currently the world's third largest in terms of real 
GDP (PPP) after the United States of America and the People's Republic of 
China. According to the World Bank, India overtook China to become the fastest-
growing major economy in the world as of 2015.[59] Its record growth was in the 
third quarter of 2003, when it grew higher than any other emerging economy at 
10.4%. Estimates by the IMF(International Monetroy Fund) show that in 2011 
(see List of countries by future GDP estimates (PPP)), India became the third 
largest economy in the world, overtaking the Japanese economy and the Fifth 
largest economy by GDP (Nominal). India has grown at 7.5% in 2015.

https://en.wikipedia.org/wiki/India_as_an_emerging_superpo

wer#:~:text=The%20Republic%20of%20India%20is,rate%20(mi

d%20year%20terms).

https://en.wikipedia.org/wiki/Emerging_superpower
https://en.wikipedia.org/wiki/Superpower
https://en.wikipedia.org/wiki/United_States
https://en.wikipedia.org/wiki/Soviet_Union
https://en.wikipedia.org/wiki/Economy_of_India
https://en.wikipedia.org/wiki/List_of_countries_by_GDP_(PPP)
https://en.wikipedia.org/wiki/Real_versus_nominal_value
https://en.wikipedia.org/wiki/Purchasing_Power_Parity
https://en.wikipedia.org/wiki/World_Bank
https://en.wikipedia.org/wiki/India_as_an_emerging_superpower#cite_note-59
https://en.wikipedia.org/wiki/List_of_countries_by_future_GDP_estimates_(PPP)


• Since 1991, the Indian economy has pursued free market 
liberalisation, greater openness in trade and increase 
investment in infrastructure. This helped the Indian economy 
to achieve a rapid rate of economic growth. 

• Despite of all the fact of economic growth of India, country 
demand many more things than just a high average rate of 
economic growth. For example it is concerned with equity in 
income distribution, fairly distributed regional 
development and sectoral balance in the economy. While 
discussing characteristics of our economy as an emerging or 
developing economy, we have to take account of economic 
dualism, wide spread poverty, growing income disparities, job 
less development, infrastructural inadequancies, lack of 
satisfactory performance of agriculture and so on. 



Indian economy - introduction

2019 4.2 percentage

2020 3.1 percentage (till Jan 2020)

2021 (estimated or projection) 7.4 percentage

The Indian economy expanded 3.1 percent year-on-year in the first quarter of 2020, beating 

market forecasts of a 2.1 percent rise. Still, it is the slowest GDP growth since quarterly data 

became available in 2004, as the country imposed a nationwide lockdown from March 24th 

aiming to contain the spread of the coronavirus. On the expenditure side, faster declines were 

seen for gross fixed capital formation (-6.5% vs -5.2% in Q4) and exports (-8.5% vs -6.1%) while 

imports fell at a slower pace (-7% vs -12.4%). Also, both private spending (2.7% vs 6.6%) and 

inventories (0.5% vs 1.1%) slowed sharply. On the production side, output fell for 

manufacturing (-1.4% vs -0.8%), the third straight quarter of contraction and construction (-

2.2% vs 0%) and slowed for trade, hotels and transportation (2.6% vs 4.3%), finance and real 

estate (2.4% vs 3.3%) and public administration and defense (10.1% vs 10.9%).





Characteristic of the Indian economy 
as emerging economy

1) Indian Economy is a Dualistic Economy

At present, the Indian economy is characterised by a dualistic 
economic structure where a modern economy is existing along-
with a primitive traditional economy. ... Thus under dualism, two 
sectors, i.e., modern or advanced sector and traditional or 
backward sector exist and operate side by side.

• Dualism may be broadly of two types, i.e., technological 
dualism and social dualism. Technological Dualism, indicates 
the applications of different production functions in the advanced 
sector as well as in the traditional sector. Under this dualism, 
advanced sector is capital-intensive and backward sector is 
labour-intensive.

• Again Social Dualism, indicates two different strata, i.e., upper 
strata and lower strata in the society. social dualism indicates 
presence and conflict of an alien social system with an indigenous 
social system of the country itself.



• In a less developed country like India, the economy is represented 
by traditional rural sector characterised by peasant agriculture, 
small and cottage industries and handicrafts which are largely 
adopting labor-intensive techniques of production.

• On the other hand, the economy is also supporting an advanced 
modern sector consisting of large-scale industries, like mining 
industries, iron and steel, plantations, power plants etc. which are 
characterised by fixed technical coefficients, lower degree of 
substitutability of factors and largely adopting capital-intensive 
techniques of production.

• Again India is facing a peculiar situation where the country is facing 
population explosion resulting from increasing natural growth rate 
of population and slow growth of employment opportunities 
in the industrial sector due to its fixed technical coefficients.

• Due to this low rate of absorption of laborers in the industrial 
sector, more and more laborers are being engaged in the 
agricultural sector due to its variable technical coefficients.

Contd..



2) Wide spread poverty

Poverty is not a characteristic of an emerging economy. However it acts as a stigma on an 
emerging developing economy. If the problem is not seriously faced and claim to an 
emerging power is not usefull.

Poverty is about not having enough money to meet basic needs including food, clothing 
and shelter. However, poverty is more, much more than just not having enough money.

The World Bank Organization describes poverty in this way:

• “Poverty is hunger. Poverty is lack of shelter. Poverty is being sick and not being able to 
see a doctor. Poverty is not having access to school and not knowing how to read. 
Poverty is not having a job, is fear for the future, living one day at a time.

• “poverty is pronounced as deprivation in well-being”

Contd..



All those who are deprived of opportunities to attain their own well being are 
therefore living in the poverty.  This broader view of poverty shows several 
dimensions of poverty like…

A- Income poverty or material deprivation

B- deprivation in health and education

C- vulnerability and exposure to risks

D- voicelessness and powerlessness.



A) Income poverty:

• Measured on income level or level of consumption 
expenditure, per capita is used to find out the number of 
people below the poverty line. 

• Poverty line is determined by defining the minimum level 
of consumption expenditure as a critical cut-off point.

• Indian poverty is predominantly in the rural areas

• More than 70% of the Indian poor live in rural areas

• Latest detailed study was undertaken by expert group 
estimated

Year % of people 

under poverty 

line in rural 

area

% of people 

under poverty 

line in urban 

area

1973-34 56.4% 49.2%

1993-94 37.3% 32.4%

2018-19 25.7 % 13.7%



B) Health and education:

HEALTH:

• Healthy living and access to education are by themselves very important goals 
for human development as they enable people to overcome material or 
income poverty too.

• Life expectancy is the measure of how long a person is expected to live. Life 
expectancy varies worldwide and involves many factors such as diet, gender, 
and environment, medical care, vaccination, sanitation etc.

• For judging the health of people various indicators are used.

• Life expentency in india

In india

Year Men Women

2007 64 67

2017 68 71

In advanced countries

Year Men Women

2007 75-79 80-84

2017 81 86

The causes of poor health for millions globally are rooted 
in political, social and economic injustices. Poverty is both 
a cause and a consequence of 
poor health. Poverty increases the chances of 
poor health. Poor health, in turn, traps communities 
in poverty



Health and education:

HEALTH:

• Infant mortality in india

• Infant mortality is the death of young children under 
the age of 1In india

Year Infant 

mortality 

rate per 

1000 birth

2007 55

2017 33

2018 32

2019 30

In advanced countries like 

USA

Year Infant 

mortality 

rate per 

1000 birth

2007 7

2019 5



Health and education:

HEALTH:

• Maternal mortality rate in india

• Maternal mortality refers to deaths due to complications from 
pregnancy or childbirthYear Maternal  mortality 

rate per 100000 live 

birth

US 8

UK 7

Switzerland 5

Japan 8

India 410

The major complications that account for nearly 75% of all 

maternal deaths are :

• severe bleeding (mostly bleeding after childbirth)

• infections (usually after childbirth)

• high blood pressure during pregnancy 

• complications from delivery

• unsafe abortion.



Health and education:

HEALTH:

• Access to sanitation in india

• “Sanitation generally refers to the provision of facilities 
and services for the safe disposal of human urine and 
faeces. Inadequate sanitation is a major cause of 
disease world-wide and improving sanitation is known 
to have a significant beneficial impact on health both in 
households and across communities

• in India in 2017, 59.5% have access to "at least basic 
sanitation". Between 2014 and 2019, 
the NDA Government in India built around 110 million 
toilets[11] all across India, due to which the basic 
sanitation coverage went up from 38.7% in October, 
2014 to 93.3% in 2019.

Year Access to 

sanitation

2014 38.7%

2017 59.5%

2019 93.3%

https://en.wikipedia.org/wiki/Improved_sanitation
https://en.wikipedia.org/wiki/National_Democratic_Alliance_(India)
https://en.wikipedia.org/wiki/Water_supply_and_sanitation_in_India#cite_note-11


Health and education:

Education: 

• Gross Enrollment and Literacy rate in india

• Gross Enrollment means number of students enrolled in school at several 
different grade levels (like elementary, middle school and high school) for 
e.g Universal enrollment is the first goal of Sarva Siksha Abhiyan and all 
efforts are being made to bring all children, including girls, to school

• Educate one man, you educate one person, but educate a woman and you 
educate a whole civilisation

• Literacy is the ability to read, write and comprehend information in 
order to communicate effectively

Year Literacy rate

Male female

2011 82.14% 65.46%

2001 75.3% 53.7%

1991 64.1% 39.3%

There is a strong relationship between illiteracy and poverty. 

Literacy is defined as the “ability to read and write”. Thus, an 
illiterate person, who cannot read or write, is unable to get a 

skilled job and is forced to take up an unskilled job. This has an 

impact on his wages, the standard of living and ultimately his 

ability to provide proper education to his children. This would also 

mean that his children will not be able to improve their skills and 

get a better job and eventually come out of poverty. An 

unlettered person is unable to access proper healthcare, 

understand their fundamental rights and demand for the same.



C) Vulnerability :
Vulnerability is most often associated with poverty, it can arise when people are isolated, insecure and defenseless in the 
face of risk, shock or stress. People differ in their exposure to risk as a result of their social group, gender, ethnic or 
other identity, age and other factors.

• Vulnerability in this context can be defined as the diminished capacity of an individual or group to anticipate, cope 
with, resist and recover from the impact of a natural or man-made hazard. The concept is relative and dynamic. 
Vulnerability is most often associated with poverty, but it can also arise when people are isolated, insecure and 
defenceless in the face of risk, shock or stress.

• People differ in their exposure to risk as a result of their social group, gender, ethnic or other identity, age and other 
factors. Vulnerability may also vary in its forms: poverty, for example, may mean that housing is unable to withstand 
an earthquake or a hurricane, or lack of preparedness may result in a slower response to a disaster, leading to greater 
loss of life or prolonged suffering.

• Physical Vulnerability. ...

• Economic Vulnerability. ...

• Social Vulnerability. ...

• Emotional Vulnerability.

https://www.ifrc.org/en/what-we-do/disaster-management/about-disasters/aggravating-factors/under-development/
https://www.ifrc.org/en/what-we-do/disaster-management/about-disasters/definition-of-hazard/geophysical-hazards-earthquakes/
https://www.ifrc.org/en/what-we-do/disaster-management/about-disasters/definition-of-hazard/tropical-storms-hurricanes-typhoons-and-cyclones/


D) Voicelessness and powerlessness :
poverty and ill-being are the lack of material well-being, insecurity, social isolation, psychological distress, and lack of freedom of 
choice and action. Not having enough to eat or possessing any assets to cope with shocks were mentioned over and over again

Poverty is humiliation, the sense of being dependent and of being forced to accept rudeness, insults, and 
indifference when we seek help.

• How far people have a voice in decisions that influence their own lives?

• Various institutions like co-operative societies, banks, panchayat, trade-unions, schools, industrial and 
consumer co-operatives etc are expected to be governed democratically, and have to be accountable to the 
people following equality. 

• Poor people voice is not heard of 



3) Predominance of Agriculture:

• Agriculture, poultry, dairy, fisheries, forestry etc constitute primary sector

• Primary sector industries are extractive industries i.e. they involve extraction from nature.

• They do not need sophisticated processes and they have been a Source of human occupations in india from years.

• In the process of evolution of economic activity primary sector was the first to be developed then the secondary and 
tertiary sector but in course of development, first the secondary sector and then the tertiary sector becomes dominant.

• So the significance of primary, secondary and tertiary sectors goes on shifting from the first to the next sector. By 
significance we mean the place or importance in the national economy. This can be judged by (a) contribution of each 
sector to the GDP and (b) the percentage of employment generation by each sector.

(Note : Please read about APMC –Agricultural produce market committee) 

1) http://www.businessworld.in/article/Change-In-APMC-ACT-Will-Enable-Farmers-To-
Get-Remunerative-Prices-Of-Their-Produce-PM-Modi-At-CIIs-125th-Annual-
Summit/02-06-2020-193856/

2) https://swarajyamag.com/news-brief/this-is-how-the-modi-government-can-look-to-
amend-the-apmc-act-bypassing-state-governments

http://www.businessworld.in/article/Change-In-APMC-ACT-Will-Enable-Farmers-To-Get-Remunerative-Prices-Of-Their-Produce-PM-Modi-At-CIIs-125th-Annual-Summit/02-06-2020-193856/
https://swarajyamag.com/news-brief/this-is-how-the-modi-government-can-look-to-amend-the-apmc-act-bypassing-state-governments


"worst locust plague

https://www.dawn.com/news/1555487


Employment







CONCLUSION on predominance of agriculture

• Now coming to the real problem faced, one thing we should worry is that 
we failed to reduce the % of the population dependent on employment in 
agriculture sector. More than 50% of India's population dependent on the 
agriculture sector. One of the reasons China is now what it is because it was 
successful in bringing out 1% of its population out of agriculture on a YOY 
basis, India failed. China made it possible because people got better jobs in 
manufacture and service sectors.

• Since more number of people dependent on agriculture, there is a decrease 
in the size of agricultural land landholdings, now it is a problem because 
there is no scope for improvement here, no incentives to use modern 
technologies, as consolidation of farms aren't happening, Indian farmers 
put so much of manual labour in a small piece of land which is actually a 
zero sum game. Since at the end of the year, they left with nothing. If farms 
are in much larger scale usage farmers could reap out profit by leveraging 
technology, economy of scale comes into play but traditional farming with 
the usage of cows in marginal land holdings leads to one of the lowest per 
capita production and income. This is an age old problem that government 
can do little to solve.



4) Low per capita income:

• Per capita income (PCI) or average income measures the average 
income earned per person in a given area (city, region, country, etc.) in a 
specified year. It is calculated by dividing the area's total income by its 
total population.

• Per capita income is national income divided by population size.

Year Per capita income in 

india PPP $

1990 1220

2014 5620

2015 6060

2016 6560

2017 7090

2018 7680

Country Per capita income in 

india PPP $ in 2018

Switzerland 82180

USA 63780

JAPAN 44380

Germany 54560

U.K 45350

India 7680

china 15320



causes of slow growth of per capita income in India.

• High Growth Rate of Population:

• Excessive Dependence on Agriculture:

• Occupational Structure:

• Low Level of Technology and its Poor Adoption:

• Socio-Political Conditions:Peculiar social institutions like caste 
system, joint family system, illiteracy, unstable political scenario etc. 
are all responsible for slow growth of national income in the 
country.

• In the mean time, the Government has taken various steps to attain 
a higher rate of growth in its national income by introducing various 
measures of economic reforms and structural measures. All these 
measures have started to create some impact on raising growth of 
national income of the country.



5) Challenge of population growth:

• India 2020 population is estimated at 1,380,004,385 people at mid year according to UN data. India 
population is equivalent to 17.7% of the total world population. India ranks number 2 in the list of 
countries (and dependencies) by population. The population density in India is 464 per Km2 (1,202 
people per mi2).



6) Steady improving rate of capital formation

• Capital formation takes place out of the savings of the society. Due to low levels 
of income, the rate of domestic saving is also low. Naturally rate of capital 
formation is also low. 

• However in the past few years, the rate of capital formation shows a steady 
increase.Year Gross domestic  

savings as % of 

GDP

Gross domestic 

Capital formation 

as % of GDP

2012 34.6 34.31

2016 30.5 28.53

2018 29.38 31.31



7) Infrastructure development and deficiencies

• Industrial growth depends upon infrastructure.

• India has certainly got a great potential for development, but inspite of the richness of resources, it suffers from highly 
inadequate infrastructural facilities

• Transport, communication, power supply, water supply, banking and credit facilties, etc are various aspects of infrastructure,

• The country’s progress at scaling up its infrastructure is shown in its decreasing power deficits, high passenger 
growth for airports, rising renewable capacity, and large metro train projects in progress. The government is leading 
the build-up in view of growing urbanization

• Infrastructure sector is a key driver for the Indian economy. The sector is highly responsible for propelling India’s 
overall development and enjoys intense focus from Government for initiating policies that would ensure time-bound 
creation of world class infrastructure in the country. Infrastructure sector includes power, bridges, dams, roads and 
urban infrastructure development. 

• Following are the achievements of the government in the past four years:

• Metro rail network has touched 657 Km.

• The largest PE investment witnessed was the Canadian asset management firm Brookfield’s US$ 1.9 billion 
acquisition of Pipeline Infrastructure India in first quarter of 2019.

• The total national highways length increased to 122,434 kms in FY18 from 92,851 kms in FY14.

• India’s rank jumped to 24 in 2018 from 137 in 2014 on World Bank’s Ease of doing business - "Getting Electricity" 
ranking.

• Energy deficit reduced to 0.7 per cent in FY18 from 4.2 per cent in FY14.

• Number of airports has increased to 102 in 2018.

• India is making progress at scaling up its infrastructure, but still has a long way to go before it can close the 
sizeable deficit between supply and demand.





8) Under utilization of Human Resource. (mainly because of unemployment) 

The essence of Human Resource Development is education, which plays a significant and 
remedial role in balancing the socio-economic fabric of the Country.

Unemployment in India statistics has traditionally been collected and compiled once every 
five years by the Ministry of Labour and Employment

Various initiatives related to skill development, boosting education, supporting new 
entrepreneurs, improving exports and handicrafts are a great way of ensuring that the human 
resources in the country are used effectively for its development.

major challenges to the effective management of Human resource development

• Underpowered rural women

• “Our rural women have a very great part to play in the progress of our country, as the
mental and physical contact of women with life is much more lasting and comprehensive
than that of men. For nothing was it said that ‘The hand that rocks the cradle rules the
world’. In the apron string of the woman is hidden the revolutionary energy which can
establish paradise on the earth” – Dr. Rajendra Prasad

• Ignorance towards agricultural reforms

• Shortage of capital : It means there are workers available to do the work but they do 
not have tools and machines to work with

• Infrastrucuture facilties are inadequate so new production unit can not be started

• People who are unemployed are unskilled and uneducated or illiterate

https://en.wikipedia.org/wiki/Ministry_of_Labour_and_Employment_(India)


9) Poor quality of Human capital:

Human resources of a country is the real strength of the economy, 
since human resources are motive force of all economic activity. 

Indian economy is characterized by a very Poor quality of Human 
Capital.

• Low efficiency

• Low levels of motivation to work

• Low productivity

• India climbed one spot to 129 among 189 countries in the 
2019 human development index, according to a report by 
the United Nations Development Programme (UNDP).



• India ranked 130 last year. The steady progress was due to nearly three decades of rapid 
development, which had seen a dramatic reduction in absolute poverty, along with gains in 
life expectancy, education, and access to health care, she said.



• 10) low level of technology

• Another characteristic of the Indian economy as an 
emerging developed economy is the use of obsolete and 
backward techniques of production

• Application of modern techniques is obstructed by two 
factors. (this will result in slow industrialization)

• 1) scarcity of capital

• 2) new technique require skilled handling and india lacks 
skilled workers

• Even in farming, farmers follows traditional techniques and 
it result in low productivity



Comparison of Indian economy with 
developed economies

population

Comparison in respect to per-capita income

Comparison with respect to Agriculture

Comparison with respect to service sector

Comparison in industry secotr

A) Population engaged in 

Agriculture

B) Agricultural productivity

C) Irrigation

D) Consumption of fertilizers

A) Birth rate

B) Death rate

C) Infant mortality



• 1) population comparison world wide

BIRTH RATE, DEATH 

RATE AND IMR data is 

missing



• 2) per capital income world wide



• 3) comparison in respect to agriculture

India is an agricultural country. The 
Indian economy is basically agrarian. 
In spite of economic development and 
industrialization, agriculture is the 
backbone of the Indian economy. As 
Mahatma Gandhi said, “India lives in 
villages and agriculture is the soul of 
Indian economy”



• 4) comparison in respect to Service sector

Indian is an agricultural country but the major contribution 
to its GDP comes from service sector.



• 5) comparison in respect to industry and 
manufacturing

Manufacturing and Industry sector 
known as the secondary sector, 
sometimes as the production sector, 
includes all branches of human 
activities that transform raw 

materials into products or goods. The 
secondary sector includes secondary 
processing of raw materials, food 

manufacturing, textile 

manufacturing and industry.



QUESTION from this unit

1) Mention any 2 characteristic of Indian Economy

2) State the comparison of Indian economy with developed nation with 
respect to population, percapita income, agriculture, industry and 
service sector.

3) Explain dominance of agriculture , a very prominent feature of Indian 
economy. 



Agricultural development in 
India since independence

Chapter 2 



Introduction

• India has been known as an agrarian economy for thousand of years. In fact, human 
habitation historically has concentrated in areas where conditions were most 
favourable for agriculture. (For e.g. old civilizations)

• As such, the Indian economy, as one of the oldest economies of the world, has nurtured 
agriculture as a crucial sector of the economy- so much so that for the Indians, 
agriculture has been a way of life rather than a means a live hood. 

• Agriculture, in any economy is the major part of the primary sector. But as an 
economy develops, the relative significance of the primary sector declines giving 
place to secondary and the tertiary sectors. 

• However as we saw in the basic characteristics of Indian economy, agriculture continues 
to occupy a predominant position in the Indian economy. 

• Sectoral shifts are often taken to indicate economic development.

• Secondary sector becoming important indicates that the economy is developing and 
finally predominance of the tertiary sector is taken to indicate the developed nature 
of the economy.

• All this is true but it does not mean that agriculture does not have any role to play in a 
developed economy. 

• Role of agriculture in the Indian economy not only as a less developed economy but also 
as a developing economy linked with the global economy, in doing so, we shall be taking 
in to account a broader perspective of the economy in the context of the world economy.



Role/Place of agriculture in the Indian economy

1) Share in total employment

Agriculture plays a vital role in 
the Indian economy. Over 70 
per cent of the rural households 
depend on agriculture. This 
sector provides approximately 
53 percent of the total number 
of jobs available in India. 
Agriculture is the only means of 
living for almost two-thirds of 
the employed class in India. 



Contd….

2)Share in national income:

The lessons drawn from the economic history of 
many advanced countries tell us that 
agricultural prosperity contributed considerably 
in fostering economic advancement. It is 
correctly observed that, “The leading 
industrialized countries of today were once 
predominantly agricultural while the developing 
economies still have the dominance of 
agriculture and it largely contributes to the 
national income. In India, still 18% of national 
income comes from this sector.



Contd….
3) Supply of food

India’s population was 36 crores in 1951 which has reached 
to 138 crore in 2020. india is second largest populated 

country in the world.

Agriculture is the basic source of food supply of all the 
countries of the world—whether underdeveloped, 
developing or even developed. Due to heavy pressure 
of population in underdeveloped and developing 
countries and its rapid increase, the demand for food is 
increasing at a fast rate. If agriculture fails to meet the 
rising demand of food products, it is found to affect 
adversely the growth rate of the economy. Raising 
supply of food by agricultural sector has, therefore, 
great importance for economic growth of a country.



Contd…..

4) Pre-Requisite for Raw Material:
Agricultural advancement is necessary for improving 
the supply of raw materials for the agro-based 
industries especially in developing countries. The 
shortage of agricultural goods has its impact upon on 
industrial production and a consequent increase in 
the general price level. It will impede the growth of 
the country’s economy. The flour mills, rice shellers, oil 
& dal mills, bread, meat, milk products sugar factories, 
wineries, jute mills, textile mills and numerous other 
industries are based on agricultural products.
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• 4. Provision of Surplus:

• The progress in agricultural sector provides surplus for increasing the exports 
of agricultural products. In the earlier stages of development, an increase in the 
exports earning is more desirable because of the greater strains on the foreign 
exchange situation needed for the financing of imports of basic and essential capital 
goods.

• India is among the 15 leading exporters of agricultural products in the world. The country 
has emerged as a significant exporter in certain agriculture items like rice, meat, spices, raw 
cotton and sugar.

• In FY2019, export of agricultural and processed food products totalled US$ 38.49 
billion

• Recent Development

• Ministry of Commerce and Industry introduced Agriculture Export Policy, 2018 with 
an aim to double farmers’ income by 2022 by doubling agricultural exports from the 
country and integrating Indian farmers and agricultural products to the global value 
chain. The export of agriculture is targeted at US$ 60 billion by 2022.

• Johnson and Mellor are of the opinion, “In view of the urgent need for enlarged 
foreign exchange earnings and the lack of alternative opportunities, substantial 
expansion of agricultural export production is frequently a rational policy even 
though the world supply—demand situation for a commodity is unfavorable.”
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5). Creation of Infrastructure:

• The development of agriculture requires roads, market yards, 
storage, transportation railways, postal services and many others for 
an infrastructure creating demand for industrial products and the 
development of commercial sector.

6) Relief from Shortage of Capital:

• The development of agricultural sector has minimized the burden of 
several developed countries who were facing the shortage of foreign 
capital. If foreign capital is available with the ‘strings’ attached to it, 
it will create another significant problem. Agriculture sector requires 
less capital for its development thus it minimizes growth problem of 
foreign capital.
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7) Helpful to Reduce Inequality:

• In a country which is predominantly agricultural and 
overpopulated, there is greater inequality of income between the 
rural and urban areas of the country. To reduce this inequality of 
income, it is necessary to accord higher priority to agriculture. The 
prosperity of agriculture would raise the income of the majority 
of the rural population and thus the disparity in income may be 
reduced to a certain extent.

8) Based on Democratic Notions:

• If the agricultural sector does not grow at a faster rate, it may result in 
the growing discontentment amongst the masses which is never 
healthy for the smooth running of democratic governments. 
For economic development, it is necessary to minimize political as 
well as social tensions. In case the majority of the people have to be 
kindled with the hopes of prosperity, this can be attained with the 
help of agricultural progress. Thus development of agriculture sector 
is also relevant on political and social grounds.
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• 9) Create Effective Demand:

• The development of agricultural sector would tend to increase the 
purchasing power of agriculturists which will help the growth of the 
non-agricultural sector of the country. It will provide a market for 
increased production. In underdeveloped countries, it is well known 
that the majority of people depend upon agriculture and it is they 
who must be able to afford to consume the goods produced. 
Therefore, it will be helpful in stimulating the growth of the non-
agricultural sector. Similarly improvement in the productivity of 
cash crops may pave the way for the promotion of exchange economy 
which may help the growth of non-agricultural sector. Purchase of 
industrial products such as pesticides, farm machinery etc. 
also provide boost to industrial dead out.
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10) Helpful in Phasing out Economic Depression:

• During depression, industrial production can be stopped or reduced but 
agricultural production continues as it produces basic necessities of 
life. Thus it continues to create effective demand even during adverse 
conditions of the economy.

11) Source of Foreign Exchange for the Country:

• Most of the developing countries of the world are exporters of primary 
products. These products contribute 60 to 70 per cent of their total export 
earning. Thus, the capacity to import capital goods and machinery 
for industrial development depends crucially on the export 
earning of the agriculture sector. If exports of agricultural goods fail 
to increase at a sufficiently high rate, these countries are forced to incur 
heavy deficit in the balance of payments resulting in a serious foreign 
exchange problem.
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12)Employment Opportunities for Rural People:

• Agriculture provides employment opportunities for rural 
people on a large scale in underdeveloped and developing 
countries. It is an important source of livelihood. Generally, 
landless workers and marginal farmers are engaged in non-
agricultural jobs like handicrafts, furniture, textiles, leather, 
metal work, processing industries, and in other service sectors. 
These rural units fulfill merely local demands. In India about 
70.6% of total labour force depends upon agriculture.
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13) Improving Rural Welfare:

• It is time that rural economy depends on agriculture and 
allied occupations in an underdeveloped country. The rising 
agricultural surplus caused by increasing agricultural 
production and productivity tends to improve social welfare, 
particularly in rural areas. The living standard of rural 
masses rises and they start consuming nutritious diet 
including eggs, milk, ghee and fruits. They lead a comfortable 
life having all modern amenities—a better house, motor-
cycle, radio, television and use of better clothes.



Conclusion:

From the above cited explanation we conclude that agricultural 
development is a must for the economic development of a 
country. Even developed countries lay emphasis on agricultural 
development. According to Muir, “Agricultural progress is 
essential to provide food for growing non-agricultural 
labour force, raw materials for industrial production and 
saving and tax revenue to support development of the rest of the 
economy, to earn foreign exchange and to provide a growing 
market for domestic manufactures.”



Causes of low productivity of Indian 
agriculture



Causes of low productivity of Indian 
agriculture

• Introduction To Agricultural Productivity

• Agricultural productivity is measured as the ratio of agricultural 
outputs to agricultural inputs. While individual products are 
usually measured by weight, their varying densities make 
measuring overall agricultural output difficult.



Causes of low productivity

1.Heavy Burden of the Population

In India, the burden of the population is too much on the agricultural land; 
due to which the agricultural activity cannot be properly controlled. In India 
about 70% people are dependent on agriculture. The increasing burden of 
the population on agricultural land, is one of the main reasons for low 
productivity.

2) illiteracy, Superstition and Malnutrition

The agricultural productivity depends much on efficiency,, skill and sincerity 
of human resources. In India, unfortunately, the human resources are 
suffering from various deficiencies, the Indian farmer is illiterate and 
superstitious, their health is also frail. In the environment of superstition and 
conservatism the backwardness and low productivity of agriculture is 
natural.

http://www.allexamnotes.com/2017/02/population-explosion-india/
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3)Defective Social Organisation of Farmers

• The Indian Social organisation of the farmers has been 
defective. The casts system and joint family system have not 
provided that encouragement and power by which they can 
increase their productivity. Due to cast-ism,proper cooperation 
of all in the agricultural activity is not possible. The family 
tensions and differences have very much responsible 
for minimizing the productivity of the farmer.
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4) Traditional Methods of Farming

In India, fanning is done by traditional methods even today. By using good 
seeds, fertilizers and modem machinery per hectare production can be increased. 
But, here the same old seeds and traditional methods of farming are used. 
For irrigation, the farmer still depends on monsoon. Due to the shortage of,stores, 
the farmer either sells his harvest in the fields or is forced to sell it at low prices, in 
the market.

5) Size of Fields

The average size of the fields in India is between 2 acres to 5 acres, which is too 
less. The agricultural field is not only less but also dispersed. In some areas the size 
of the field is so small that they cant even be ploughed easily. Due to the small size 
of the field, the machines etc. cannot be used on it and the farmers have to expand 
more labor, time and energy. Even of these circumstances, the land disputes 
between the farmers make them incur the major part of their income on court 
cases.
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6)Insufficient irrigation Facilities

One of the major reasons of low agriculture productivity in India, is that the 
farmers still depend on rain and very few farmers have their 
own irrigation means. Like before partition the total irrigated area was 24%, 
but after partition it has fallen to 19%, even though the government has 
started big and medium irrigation schemes, during the planning period from 
time to time. Thus, now in the ratio of total land, the irrigated area has 
increased to 36%. This shows that India requires artificial irrigation methods.

7) Uncertainty of Rain

From the point of view of both time and result, rain is uncertain. Due to this 
reason Indian agriculture is called a gamble of rains. Scanty rainfall causes 
droughts, and heavy rains destroy the crops by floods.
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8) Lack of Good Quality manure

It has been felt that organic manures are essential for keeping the soil in good 
health. The country has a potential of 650 million tonnes of rural and 160 lakh 
tonnes of urban compost which is not fully utilized at present. The utilization of this 
potential will solve the twin problem of disposal of waste and providing manure to 
the soil.

The number of animals in India is so much that each year 165 crore tons of manure can be 
produced from their urine and dung. Other wastes and useless articles can produce 8.6 
mega tons of manure. But, the valuable manure from cow-dung is dried and burned in case 
of shortage of wood. Thus, due to lack of good manure productivity decreases.

9) Lack of Finance

The claims of loans have discouraged the Indian farmer. He lacks funds to buy 
good quality manure, seeds and machines. He fulfills his financial requirement by taking 
loans from the moneylender. The moneylender exploits him, taking advantage of his 
condition. Thus, the farmer unable to invest in agriculture. As a result production falls.



• What is then preventing farmers and agricultural businesses to 
obtain finance? Historically, financial institutions have been 
reluctant to serve the sector for many reasons.

• One major reason is geographical. Low population density and 
large geographical dispersion of clients in rural areas make it 
difficult for banks to operate at a profitable scale. The lack of 
financial institutions branches has translated in a limited 
provision of saving, insurance and credit products to farmers and 
agribusinesses.

• A second factor inhibiting financial institutions from serving the 
sector has to do with the systemic risk characterizing agricultural 
activities. When natural hazards or adverse weather 
conditions take place, they typically affect a large number of 
farmers and firms simultaneously
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10) Crop Diseases and Animals

Crop disease involves any harmful deviation or alteration from the normal 
functioning of the physiological processes. Therefore, diseased plants suffer 
disturbances from normal life processes and their vital functions. 

Generally, it’s estimated that various pests (insects, weeds, nematodes, 
animals, diseases) each year crop diseases cause average yield losses of 42% 
for the most important food crops. In some cases, crop diseases destroy the 
whole crop production.The crops get various diseases like termite, redcoat 
etc. which destroys the crop. Secondly, the various wild animals like Pigs, 
Neel-Gaye (wild-cows), etc. damage the standing crop. Thus, production falls.

11) Defective Marketing

One of the reasons of the backwardness of the Indian farmer is defective 
marketing system. Due to this defective marketing, the Indian farmer is 
unable to get a fair price for his produce, and as a result he is discouraged 
from performing his production activity, skillfully. Due to the defective 
marketing system,the farmers do not earn sufficient income and are unable 
to succeed in the agricultural activity.

http://www.mdpi.com/journal/agriculture/special_issues/plant_disease


12) Decline in Fertility

Decline in fertility is also responsible for lower productivity in India. 
Continuous agricultural activity on land has activated the Law 
of Diminishing Returns on it. No effective resolutions have been made 
to restrict continuity of this law.

• Over the years, increasing pressure on limited agricultural land 
in India has resulted in overuse of chemical fertilisers on soil, 
excessive tillage, jettisoning of age-old organic soil revival 
practices and lack of appropriate crop rotation. This has 
resulted in soil degradation and loss of fertility, which are 
emerging as major challenges for Indian farmers.



Measures to increase agricultural productivity

1. Transport Facilities:

• One of the main handicaps with Indian agriculture is the lack of cheap and efficient 
means of transportation. Even at present there are lakhs of villages which are not well 
connected with main roads or with market centres.

• Most roads in the rural areas are Kutcha (bullock- cart roads) and become useless in the 
rainy season. Under these circumstances the farmers cannot carry their produce to the 
main market and are forced to sell it in the local market at low price. Linking each village 
by metalled road is a gigantic task and it needs huge sums of money to complete this task.

• To facilitate the farmers to produce new farm inputs and enable them to sell their product 
in markets, villages should be linked with mandies.

• It would help to raise their income which in turn stimulates the farmer’s interest to adopt 
better farm technology with sufficient income. Thus the cultivator can invest more for the 
improvement of land.

2. Irrigation Facilities:

Irrigation is the process of applying controlled amounts of water to plants at needed 
intervals. Irrigation helps to grow agricultural crops, maintain landscapes, 
and revegetate disturbed soils in dry areas and during periods of less than average rainfall. 
Crop productivity depends not only on the quality of input but also on the irrigation 
facilities. Therefore, canals, tube wells should be constructed to provide better irrigation 
facilities for the security of crops. Extensive flood control measures should be adopted to 
prevent the devastation caused by floods.

https://en.wikipedia.org/wiki/Agriculture
https://en.wikipedia.org/wiki/Landscape
https://en.wikipedia.org/wiki/Revegetation
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3. Institutional Credit:

• To save the farmers from the clutches of moneylenders, adequate credit 
facilities should be made available at reasonable cheap rates in rural areas. 
The land mortgage banks and co-operative credit societies should be 
strengthened to provide loans to the cultivators. Moreover, integrated 
scheme of rural credit must be implemented. For eg SBI has developed 
rural agricultural business units, education programmes for local farmers 
and “kisan” cards. SBI has gradually evolved to become the leader in 
agricultural finance with a portfolio of Rs. 18,000 crore in loans to around 
50 lakh farmers

4. Proper Marketing Facilities:

Efficient marketing infrastructure such as wholesale, retail and assembly 
markets and storage facilities is essential for cost-effective marketing, to 
minimize post-harvest losses and to reduce health risks.

• Marketing infrastructure should be widened and strengthened to help the 
farmers to sell their products at better prices. There should be proper 
arrangements for unloading of the produce in the markets. Besides, price 
support policy must be adopted and minimum prices should be guaranteed 
to the peasants.



• 5. Supply of Quality Inputs:

• The farmer in the country should be supplied with quality inputs at proper times and at 
controlled prices. To protect the farmers exploitation, effective steps are needed to be 
taken to check the sale of adulterated fertilizers.

• farmers rely on seeds from their own harvest, resulting in substantially lower yields. Information 
gaps play a critical role in these input market inefficiencies.

• Impurities and Improper Use of Urea Fertilizers Can Damage Plants.

• too much urea and by extension too much nitrogen can have a negative impact on plants. 
It can also have a negative impact on surrounding environments: nitrate is very mobile in 
water, and leaching from agriculture is harmful to waterways. 

• The government has given high incentive especially in the form of heavy subsidy for using 
chemical fertilizers. There was practically no use of chemical fertilizers at the time of 
Independence As a result of initiative by the government and due to change in the attitude 
of some progressive farmers, the consumption of fertilizers increased tremendously.

• In order to maintain the quality of the fertilizers, 52 fertilizer quality control laboratories 
have been set up in different parts of the country. In addition, there is one Central 
Fertilizer Quality Control and Training Institute at Faridabad with its three regional 
centres at Mumbai, Kolkata and Chennai.

• Pests, germs and weeds cause heavy loss to crops which amounted to about one third of 
the total field produce at the time of Independence. Biocides (pesticides, herbicides and 
weedicides) are used to save the crops and to avoid losses. The increased use of these 
inputs has saved a lot of crops, especially the food crops from unnecessary wastage. But 
indiscriminate use of biocides has resulted in wide spread environmental pollution which 
takes its own toll.



6. Consolidation of Holdings:
Consolidation of land holding means to bring together different 
peices of lands and merge them into one land
In various states consolidation of holdings is not satisfactory. 
Therefore, efforts should be made towards completing the 
consolidation work in the specific period of time. Big areas of land 
which are lying waste, can be reclaimed and made fit for 
cultivation.
Scattered farms=lot of time, energy and money wasted in moving 
men and material from one farm to another= sub-optimal use of 
resources. Hence land consolidation = essential for progressive 
farming/ capitalist methods / mechanization of agriculture.



• 7. Agricultural Education:

• In a bid to guide and advise the farmers regarding the adoption of 
new technology arrangements should be made for agricultural 
education and extension services. It would assist the farmers to take 
proper crop-care leading to increase in crop productivity.

• 8. Reduction of Population on Land:

• As we know, that in our country, majority of population depends on 
agriculture to earn their both ends meet. This increases the pressure 
of population on land which leads to subdivision and fragmentation 
of land holdings. Therefore, proper climate should be generated to 
encourage the farm people to start employment in subsidiary 
occupations. It will help to reduce the population pressure on land. 
Surplus labour should be withdrawn from agriculture sector and be 
absorbed in non-agricultural sector.



• 9. Provision of Better Manure Seeds:

• The farmers should be made familiar with the advantage of 
chemical fertilizer through exhibitions and these inputs should 
be made easily available through co-operative societies and 
panchayats. Liberal supplies of insecticides and pesticides 
should be distributed at the cheap rates all over the country 
side.

• 10. Land Reforms

• It is also suggested that efforts should be made to plug the 
loopholes in the existing land legislations so that the surplus 
land may be distributed among the small and marginal farmers. 
The administrative set-up should be streamlined and corrupt 
elements should also be punished. It will help to implement the 
law properly.



• Land is a key source of income, status, wealth, and security for most 
rural families in India. Land rights do not just allow families to own a 
permanent asset, but incentivises them to make better investments in 
their land, gives them to access to credit, housing and other social 
welfare schemes. When women in particular own land, they feel 
empowered, are able to better invest in their children’s future, have 
increased decision-making power, and can improve their food security 
and nutrition intake.

• Land rights therefore help rural families achieve independence and 
break out of the cycle of poverty. They also eventually enhance 
agricultural production. Conversely, the lack of land ownership can 
limit livelihood options and push the rural poor deeper into poverty.



• All Indian states have adopted legislation that places ceilings on the 
amount of agricultural land a person or family can own, with the objective 
of redistributing land in excess of the upper limit to poor, landless or 
marginal farmers. The ceiling laws were enacted and enforced in two 
phases: the period from 1960 to 1972, when no specific policy guidelines 
were present, and the period since 1972, after the adoption of national 
policy guidelines. While millions of acres of land have been redistributed to 
millions of rural beneficiary households, a large portion of the land still 
remains undistributed to the poor.

Bhoodan, or the land gift movement started by Vinoba Bhave in 1951 in 
Telangana, asked landowners to donate a portion of their land to the 
landless. Bhave received about 40 million acres, but only 22 million acres 
has been distributed to the poor and the rest remains undistributed. 
Government wasteland has been distributed to the landless in some states, 
but a more structured effort to distribute land would help in resolving the 
problem.



• 11. Co-operative Farming:

• To check the sub-division and fragmentation of holding, the movement of 
co-operative farming should be launched. Co-operative farming would 
result in the adoption of modern technology on so-called big farms. In this 
way, agriculture will become profitable occupation through economies of 
large-scale farming.

• 12. Development of Cottage and Small Scale Industries:

• In rural areas, more emphasis should be made to set up cottage and small 
scale industries. This will raise the income of the peasants and keep them 
busy during the off season.

• 13. crop rotation:

• Successful conduct of agricultural operations depends upon a proper 
rotation of crops.-If cereals are grown on a plot of land its fertility is 
reduced to some extent. This can be restored if other crops such as pulses 
are grown on the same plot on a rotational basis. Most farmers in India are 
illiterate and do not understand this important point. Since they are not 
aware of the need for crop rotation they use the same type of crop and, 
consequently, the land loses its fertility considerably.



Agricultural holding meaning

• The term ‘agricultural holding’ indicates average size of 
agricultural land held by the farmers in India.

• “which allows a man the chance of producing sufficient 
to support himself and his family in reasonable 
comfort after paying his necessary expenses.”

• With the growth of the size of families, the agricultural holdings 
in India are gradually being sub-divided among the heirs on the 
death of the owner of the land. In this way generation after 
generation the land is being subdivides and fragmented as well.

• Under such a situation a member of the family gets one tiny plot 
at one place and another tiny plot at another place leading to a 
peculiar problem of growing sub-division and fragmentation of 
holding.



Factors responsible for small size of agricultural 
holdings

• (i) Increasing Pressure of Population:

• With the rapid growth of population, in the country, the 
pressure of population on land is increasing. In view of near 
absence of the growth of alternative occupations, people started 
to put much pressure on agriculture leading to continuous sub-
division of land.

• (ii) Laws of Inheritance:

• In India, the laws of inheritance made provision for equal share 
of the ancestral property among the children. Due to the 
application of this law there is a continuous split in the size of 
farms with every new generation.



• (iii) Fall of Joint Family System:

• Under the system of joint family there was no need to sub-
divide the size of agricultural holding. But under the impact of 
growing industrialisation and urbanisation, the joint family 
system is breaking up rapidly leading to a sub-division of 
agricultural holding in the country.

• (iv) Decline of Village Handicrafts and Industries:

• Due to destruction of village handicrafts and industries, 
artisans were forced to discard their ancestral occupations and 
started to depend on agriculture. This has added the dimension 
of the problem.



• (v) Rural Indebtedness:

• High degree of rural indebtedness is another cause which is 
supplementing to this problem of sub-division of holding. 
Unscrupulous village moneylenders are charging exorbitant rate 
of interest and adopting unfair practices and in the process 
gradually grab the land of the poor cultivators. In this way a part 
of a land is passing away into the hands of moneylenders leading 
to increasing sub-divisions of land holding.

• (vi) Psychological Attachment of Land:

• Indians are very much psychologically attached to land and they 
are not mentally prepared to accept payment in lieu of land. The 
type of mentality has raised the problem of sub-division and 
fragmentation of agricultural holding.



• (vii) Crop Sharing:

• In India many big land owners lease out their land to tenants 
instead of cultivating their own. In order to avoid trouble this big 
land owners deliberately divided the land among the number of 
tenants and in this way avoid land reform laws. Thus, in this way 
a large operational holding is deliberately reduced to a number 
of small uneconomic operational holding.



Problems of Sub-Division and Fragmentation of 
Agricultural Holding:/size of the farm and its 
relationship with productivity

The seemingly abundance of net sown area of 141.2 million 
hectares and total cropped area of 189.7 million hectares (1999-
2000) pales into insignificance when we see that it is divided into 
economically unviable small and scattered holdings.

• The average size of holdings was 2.28 hectares in 1970-71 which 
was reduced to 1.82 hectares in 1980-81 and 1.50 hectares in 
1995-96. The size of the holdings will further decrease with the 
infinite Sub-division of the land holdings.



Continuous sub-division and fragmentation of agricultural 
holding has been resulting in series of problems.

• (i) Adoption of Modernisation Process Difficult:

• The growing sub-division and fragmentation of agricultural 
holding make the adoption of modernized method in 
agricultural operation quite difficult. Application of new 
technology, use of fertiliser and making provision for irrigation 
facilities will be difficult in uneconomic holding.

• (ii) Wastage of Land:

• Due to sub-division of holding a good amount of land (about 3 
to 5 per cent) is being wasted for drawing boundaries and 
hedges between huge numbers of tiny plots. In Punjab about 6 
per cent of the land is wasted due to this reason. Moreover, due 
to sub-division the plots become so small that it is quite 
uneconomic to cultivate such land.



• (iii) Difficulties in Management:

• Fragmentation of agricultural holding creates difficulties to the 
farmers to manage the agricultural operation smoothly. A 
considerable wastage of time and resources is resulting from 
transporting agricultural inputs to different fragmented lands.

• (iv) Litigation:

• Small and fragmented farms indulged into frequent boundary 
disputes. All these quarrels over boundaries result in increasing 
volume of litigation( the process of taking legal action) in the 
rural areas.

• (v) Low Productivity:

• Due to continuous sub-division of holding, the size of land 
becomes so small that the farmer cannot adopt new techniques 
of cultivation and instead of they depend on traditional methods.



• (vi) Disguised Unemployment:

• Smaller size of holdings cannot provide full time job to all the 
members of farmer’s family. Thus, in the absence of alternative 
occupations, disguised unemployment started to occur in the 
rural areas.



Solution for sub-division and fragmentation of 
land

• (i) Co-Operative Farming:

• Co-operative farming can be considered as a permanent 
solution towards the problems of sub-division and 
fragmentation of agricultural holdings in India. Through co-
operative fanning, the small and scattered farms can be 
consolidated in India. The cooperative farming is in which 
farmer pool all the resources together and share the profit.



important measures advocated for solving the problem 
of sub-division and fragmentation of land:

• (ii) Economic Holding:

• To tackle the problem of sub-division and fragmentation, economic 
holding are to be created.

• Creation of economic holding requires the following policy:

• (a) Fixation of ceiling on land holding and distribute the surplus land 
to those farmers having uneconomic holding;

• (b) Inducing those farmers having tiny holding to give up their lands 
and shift them to other occupations;

• (c) To provide alternative occupations by developing agro-based 
industries in rural areas.



• (iii) Consolidation of Holding:

• Consolidation of agricultural holding is a solution to remedy the 
problem of scattered or fragmented holding. Here consolidation of 
land indicates bringing the scattered small plots of land into a 
compact block and then divide the compact block among the fanners 
in a compact manner. In India consolidation was initiated are a 
voluntary basis and later on it was made compulsory.

• Majority of the states have already made sufficient provision for the 
implementation of scheme for consolidation of holdings. But the 
progress of consolidation is not up to the mark and again is not 
uniform among all states. In this connection the Sixth Plan 
mentioned, It is estimated that by now nearly 45 million hectares of 
land, i.e., about one fourth of the consolidate field has been 
consolidated all over the country.



• However, the implementation has been extremely patchy and sporadic. Only in 
Punjab, Haryana, and Western Uttar Pradesh, the work is complete. Even a 
beginning has not been made in southern states and Rajasthan. In the Eastern 
States, some work began only in Orissa and Bihar.

• failure in respect of consolidation of agricultural holding in India 
include:

• (a) Farmers too much attachment to their ancestral land and their 
unwillingness to surrender for consolidations;

• (b) Farmer’s fear to get inferior blocks after consolidation of holding;
• (c) Too much pre-occupation of the state Governments with land reform 

programmes;

• (d) Lack of trained staff;

• (e) Financial stringency faced by the states;

• (f) Cumbersome and lengthy process followed in consolidation of agricultural 
holdings; and

• (g) Lastly, the lack of necessary co-operation from poor and small farmers 
towards consolidation of holdings.



What is agricultural marketing

• It is a process that includes assembling, storage, processing, 
transportation, packaging, grading and distribution of different 
agriculture commodities across the country. 

• It includes the services involved in moving the agricultural products 
from farm to the ultimate customers. 

• We will talk about problems of agricultural marketing

• And we will also talk about measures or solution for agricultural 
marketing. 



Problems of Agricultural marketing in india

1) Inadequate transport:

2) Inadequate credit facilities; (holding capacity of farmers is 
weakened in absence of credit facility)

3) The long chain of superfluous middlemen: there exists a 
long chain of middlemen because of lack of transport and other 
facilities. This chain is made longer by a number of middlemen and 
intermediaries functioning at different stages in the process of 
dispersion of the produce. In most cases, these farmers are forced, 
under socio-economic conditions, to carry on distress sale of their 
produce. In most of small villages, the farmers sell their produce to 
the money lender from whom they usually borrow money. The 
income of the producer by this way unnecessarily reduce. 



• When produce comes to market(mandis) there are the pucca and kuccha 
arhtias who act as commission agents. Many times a dalals at the mandis 
themselves advance loans to the village banias with the condition that the 
entire produce from the village must go through him. Exporters and 
processing firms have their own agents at market. All these functionaries 
make a long chain of middle men. 

• As was observed rightly by the royal commission of agriculture, the 
function of the middle men are important and having middle men does 
mean having expertise and also a division of labour. But the number of the 
middlemen should not be so large as to take away a large chunk leaving 
title to the producer and at the same time making the consumers pay a 
high price.

• Many market surveys have revealed that middlemen take away about 
48 per cent of the price of rice, 52 per cent of the price of groundnuts 
and 60 per cent of the price of potatoes offered by consumers.



• 4) Forced sales: 

According to an estimate 85 per cent of wheat and 75 per cent of oil seeds 
in Uttar Pradesh, 90 per cent of Jute in West Bengal, 70 per cent of 
oilseeds and 35 per cent of cotton in Punjab is sold by farmers in the 
village itself. Such a situation arises due to the inability of the poor 
farmers to wait for long after harvesting their crops.

In order to meet his commitments and pay his debt, the poor farmer is 
forced to sell the produce at whatever price is offered to him. The Rural 
Credit Survey Report rightly remarked that the producers in general sell 
their produce at an unfavorable place and at an unfavorable time and 
usually they get unfavorable terms.

Pressing financial requirements to fulfill their long awaited needs, 
repayment of debts of money lenders, lack of transportation are 
responsible for forced sales



5) Variety of incidental charges: A wide variety of incidental charges 
diminishes greatly the income of the producers. Producers bringing their 
produce to the market are required to pay  octroi duties, 
arhat(commission on auction) tulai (weighmen’s charges) 
dalali(brokerage), hamali or palledari (collie’s charges), 
dharmadaya(charity) , karta(deduction of poor quality) other charges by 
way of tips and gifts to the sweepers, watchmen, dispensary, school etc. 
(share in produce asked by so many community helpers)

6) Malpractices in buying and selling: In the case of consumer
and industrial goods, it is only the producer who determines the
basic price of the product. He is also sure of his margin.

• In contrast to this, the producer of agricultural goods does not
know the price at which his produce would be sold to the ultimate
consumer. It is not something decided by the farmer. It is only the
intermediaries who determine the final price in marketing
agricultural goods. The grower, in fact, is not sure of his revenue
also.

https://accountlearning.com/industrial-goods-meaning-characteristics-types-buyers/


• Under Cover or the Hatta System: Under cover or the hatta system is 
a famous method of agricultural marketing, particularly in rural areas. 
Under this system, the sale is affected by twisting or clasping the 
fingers of the seller's agent under cover of a cloth. The cultivator is 
not taken into confidence until the final bid is cleared. The arhatiya
announces the name of the highest bidder, there is always a 
possibility of commission agent and the merchants to act in collusion.  

• Open Auction System The open auction system is an important 
method of agricultural marketing. Under this system the agent invites 
bids for the produce and to the highest bidder the produce is sold. 
The open auction system is beneficial for the producers. But the use 
of false weights , number of unlawful deductions and cheating of the 
farmers with respect to grades etc are some common malpractices. 



7) Lack of grading and standardization: 

Grading can be defined as the sorting of the unlike lots of the produce into 
different lots according to the quality specifications laid down.

standardization means making the quality specifications of the grades un

Food grading involves the inspection, assessment and sorting of various 
foods regarding quality, freshness, legal conformity and market value. 
Food grading often occurs by hand, in which foods are assessed and 
sorted. Machinery is also used to grade foods, and may involve 
sorting products by size, shape and quality

• The lack of grade standards in many developing economies around the 
world results in distrust among market actors and hampers robust growth 
of grain, pulses, fruit and vegetable sectors.

• Grade standards generally address the appearance of the produce item, 
including presence of defects (damage, insects, disease), shape, and 
color. Some defects affect the shelf life and utility of produce, including 
decay and breaks in the skin, while other defects are mainly cosmetic.



8) lack of organized agencies: Indian farmers mostly sell their produce 
independently on individual basis. In doing so they become the victims 
of powerfull intermediaries and merchants . Bargaining capacity of 
farmers is very weak and they suffer heavy loss. 

• 9) Lack of storage facility: Storage facilities in the rural areas are 
either totally absent or grossly inadequate. Under such 
conditions the farmers are compelled to sell their produce 
immediately after the harvest at the prevailing market prices 
which are bound to be low. Such distress sale deprives the 
farmers of their legitimate income.

• The Parse Committee estimated the post-harvest losses at 9.3 
per cent of which nearly 6.6 per cent occurred due to poor 
storage conditions alone. Scientific storage is, therefore, very 
essential to avoid losses and to benefit the farmers and the 
consumers alike.



Measures taken by government to remove 
defects in agricultural marketing

• Regulate market

• Co-operative agriculture marketing societies

• Minimum support price

• Subsidised transport

• Public distribution system

• Standardization and grading



Measures taken by government to remove 
defects in agricultural marketing
• (a) Regulated Markets:

• Regulated markets may be established with a view to eliminating un-
healthy and unethical trade practices and reducing various 
marketing charges with a view to benefitting the poor cultivator. 
Quite recently, numerous regulated markets have been set up in vari-
ous States to safeguard the interest of the farmers.

• (b) Expansion of Market Yards:

• This is a vital necessity. This must be supported by a corresponding 
expansion of ancillary facilities in the various existing markets and 
setting up new markets and market yards for handling the pheno-
menal increase in market arrivals, particularly in those areas where 
the Green Revolution has occurred (viz., Punjab, Haryana and 
western U.P.).



• (c) Cooperative Marketing Societies:

• I here is need to set up such societies. Some progress has been achieved in 
this direction. In India, the cooperative marketing structure consisted of 
more than 7,000 co-operative marketing societies during 1999-00, 
covering all important agricultural markets in the country. The total value 
of agricultural produce marketed by co-operatives amounted to Rs. 22,500 
crores in 1999-00, as against Rs. 169 crores in 1960-61.

• (d) Storage Facilities:

• An extension of storage facilities at the farm land and Storage and Ware-
housing Corporation, with a view to constructing and managing a. whole 
network of warehouses in all towns and mandis. The co-operative societies 
get necessary financial and. technical assistance from the Government for 
promoting warehouses in villages.

• Moreover, the National Co-operative Development Corporation has been 
set up for planning, promoting and financing the programme of aug-
menting storage capacity of co-operatives at various levels. The storage 
capacity of 150 lakh tones had already been constructed in the co-operative 
sector by the end of March 2000 as against a capacity of 8 lakh tones in 
1960-61.



• At present there are number of agencies engaged in warehousing and 
storage activities. The Food Corporation of India (F.C.I.), the Central 
Warehousing Corporation (C.W.C.) and State Warehousing 
Corporation are among the principal agencies engaged in this task. 
These agencies help in building up buffer stock, which can be used in 
the hour of need. The Central Government is also implementing the 
scheme for establishment of national Grid of Rural Godowns since 
1979-80.

• This scheme provides storage facilities to the farmers near their 
fields and in particular to the small and marginal farmers. The 
Working Group on additional storage facilities in rural areas has 
recommended a scheme of establishing a network of Rural Storage 
Centres to serve the economic interests of the farming community.



• (e) Credit:

• Steps may be taken to provide cheap credit to farmers, especially 
from institutional sources like commercial banks and co-operatives. 
Co-operative societies are providing credit facilities to farmers with a 
view to improving their economic conditions, protecting them from 
the exploitative practices of village moneylenders and for helping 
them to get reasonable prices for their produce.

• (f) Transport Facilities:

• Expansion of transport facilities between the villages and mandis 
seems to be the need of the hour. Rural transport has been given 
emphasis in the five year plans and quite some progress has been 
made in this direction.



• (g) Other Measures:

• Various other measures taken include Prompt supply of market 
information through published documents and T.V. programs, 
standardisation and grading to ensure quality to consumers and 
better prices to producers.

• (h) Government schemes: These are the most important 
agriculture schemes introduced by the government.

• E-NAM

• National Agriculture Market (eNAM) is a pan-India electronic trading portal 
which networks the existing APMC mandis to create a unified national 
market for agricultural commodities.

• Small Farmers Agribusiness Consortium (SFAC) is the lead agency for 
implementing eNAM under the aegis of Ministry of Agriculture and 
Farmers' Welfare, Government of India.



• National Mission For Sustainable Agriculture (NMSA)

• National Mission for Sustainable Agriculture (NMSA) has been 
formulated for enhancing agricultural productivity especially in 
rainfed areas focusing on integrated farming, water use efficiency, soil 
health management and synergizing resource conservation.

• NMSA will cater to key dimensions of 'Water use efficiency', 'Nutrient 
Management' and 'Livelihood diversification' through adoption of 
sustainable development pathway by progressively shifting to 
environmental friendly technologies, adoption of energy efficient 
equipments, conservation of natural resources, integrated farming, 
etc.



• Pradhan Mantri Krishi Sinchai Yojana (PMKSY)

• Har Khet ko Pani "Prime Minister Krishi Sinchayee Yojana"

• Government of India is committed to accord high priority to water 
conservation and its management. To this effect Pradhan Mantri 
Krishi Sinchayee Yojana (PMKSY) has been formulated with the vision 
of extending the coverage of irrigation 'Har Khet ko pani' and 
improving water use efficiency 'More crop per drop' in a focused 
manner with end to end solution on source creation, distribution, 
management, field application and extension activities.



• Paramparagat Krishi Vikas Yojana (PKVY)

• The Paramparagat Krishi Vikas Yojana (PKVY), an initiative to promote 
organic farming in the country, was launched by the NDA government in 
2015.

• According to the scheme, farmers will be encouraged to form groups or 
clusters and take to organic farming methods over large areas in the 
country.

• The aim is to form 10,000 clusters over the next three years and bring 
about five lakh acres of agricultural area under organic farming. The 
government also intends to cover the certification costs and promote 
organic farming through the use of traditional resources.

• To avail the scheme, each cluster or group must have 50 farmers willing to 
take up organic farming under the PKVY and possess a total area of at least 
50 acres. Each farmer enrolling in the scheme will be provided INR 20,000 
per acre by the government spread over three years time.



• Pradhan Mantri Fasal Bima Yojana (PMFBY)

• Pradhan Mantri Fasal Bima Yojana (PMFBY) is the government 
sponsored crop insurance scheme that integrates multiple 
stakeholders on a single platform.

• Objectives

• 1. To provide insurance coverage and financial support to the farmers 
in the event of failure of any of the notified crop as a result of natural 
calamities, pests & diseases.

• 2. To stabilise the income of farmers to ensure their continuance in 
farming.

• 3. To encourage farmers to adopt innovative and modern agricultural 
practices.

• 4. To ensure flow of credit to the agriculture sector.



• Gramin Bhandaran Yojna

• Objective of this Scheme:

• Create scientific storage capacity with allied facilities in rural areas.

• To meet the requirements of farmers for storing farm produce, processed 
farm produce and agricultural inputs.

• Promotion of grading, standardization and quality control of agricultural 
produce to improve their marketability.

• Prevent distress sale immediately after harvest by providing the facility of 
pledge financing and marketing credit by strengthening agricultural 
marketing infrastructure in the country.

• Livestock insurance Scheme

• This scheme aims to provide protection mechanism to the farmers and 
cattle rearers against any eventual loss of their animals due to death and to 
demonstrate the benefit of the insurance of livestock to the people and 
popularize it with the ultimate goal of attaining qualitative improvement in 
livestock and their products.



Causes of rural indebtedness
Poverty is perhaps a major cause for rural indebtedness. The low level of 
rural incomes, the uncertain and primitive farming of small landholdings 
makes it impossible to meet the needs required for their living. Often, the 
rural people take debts to meet these needs.

• One of the major problems concerning to the rural society is indebtedness. 
This problem is just not related to one individual but is passed on from one 
generation to the next generation. Taking or incurring debt for the purpose 
of agricultural production is indeed necessary as it contributes to 
production.

• However, the rural people incur debts for nonproductive purposes such as 
to meet the family needs, perform social functions (related to marriages, 
birth, death), litigation, etc. Since money taken does not contribute to 
production but instead to consumption, it drags the rural people into 
indebtedness.

• Thus, it becomes impossible to repay these loans. To clear these loans, the 
rural people incur debts again. In this way, they are stuck in the clutches of 
indebtedness, which passes on from one generation to another. For many 
small farmers, the agricultural production is so less that they are not able 
to provide for such unproductive expenditure.



• Causes of Indebtedness:

• Poverty:

• Poverty is perhaps a major cause for rural indebtedness. The low level of 
rural incomes, the uncertain and primitive farming of small landholdings 
makes it impossible to meet the needs required for their living. Often, the 
rural people take debts to meet these needs.

• Ancestral/Inherited Debt:

• Most of the rural debts of the present day are inherited from the past and 
which increases with the passage of time. An inheritor is liable to the 
repayment of the debt only to the extent of the property inherited by him.

• Despite this law, the rural people continue to repay the debts of their 
forefathers, as they are not fully conversant with law as they are illiterate. 
As these people are bound by the traditions and values they regard it as 
their sacred social duty to repay the debts of their forefathers.

• Such increasing debt is passed on from one generation to another making 
its repayment increasingly difficult, whenever it is passed on. Thus, the 
Royal Commission has rightly stated that the Indian farmer ‘is born in 
debt, lives in debt and dies in debt’.



• Social and Religious Needs:

• Villagers are mostly bound by the social traditions and customs, 
which are considered to be sacred and had to be performed. Some of 
these ceremonies are marriage, births, deaths, religious occasions, 
etc. The expenditure is usually very high for the performance of these 
ceremonies. In order to meet these needs, the villagers take loans. As 
their incomes are not sufficient enough, they are not able to repay 
these loans. Thus, they remain unpaid and increase with the passage 
of time.

• Litigation:

• Generally, the agriculturists in India are involved in various kinds of 
disputes related to land, property, etc., which force them to go to a 
court of law. Often, they view it important to win the case as it is 
related to the family prestige and honour. Such litigations involve 
heavy expenditure and time. In order to meet these needs, the 
agriculturists take loans that they are not able to repay and are 
caught into indebtedness.



• Backwardness of Agriculture:

• Indian agriculture is an uncertain business. It virtually depends 
on unreliable rains for the supply of water. If there are no rains 
or untimely rains, the entire crop is lost and the credit invested 
in the agriculture goes waste. As a result, the loan taken for the 
productive purposes also becomes a burden, leading to 
indebtedness of the farmers.

• Excessive Burden of Land Revenue and Rent:

• Land revenue, where it is levied by the government in some 
states and the rent payable to the landowners is becoming 
excessive burden on small farmers. In order to pay these land 
revenue, mid-rent, the farmers take loan. Sometimes, the 
farmers have to pay these rents and land revenues even during 
the floods and drought. This make the farmers run into debts.



• Defective Money Lending System:

• The village money lending system is very much defective. The 
sole aim of the moneylenders is to extract the maximum from 
the farmers. The moneylenders make wrong entries in their 
account books, charge very high interest rates and extract high 
prices for the goods they sell to the farmers but purchase the 
farmers produce at very low prices.

• In course of time, as the amount debt increases, the 
moneylenders are much interested in seizing the farmers lands, 
and other valuable assets than the debt being repaid by the 
farmers. Thus, the farmers are trapped in the hands of the 
moneylenders.



Measures for the Removal of 
Indebtedness:

• The problem of indebtedness can be solved by two means. The first is 
to take up measure to reduce the burden of present indebtedness and 
the second is to prevent the evil from rising again in the future.

• To reduce the present burden of indebtedness, the 
following measures have to be taken:

• 1. Canceling all the debts paid to the moneylenders by the farmers, 
which are more than the principal amount itself, debts which are 
already been repaid but still stand in the account books of the 
moneylenders, debts that are created by the moneylenders by fraud, 
loans for which repayments have been received in the form of money, 
produce and other services like labour from the indebted farmers.



• 2. Debts should be properly scaled down. According to law, the 
inheritors are liable to pay the debts only to the extent they have 
inherited. In this way, most of the debts will be reduced. Debts 
that are so excessive and standing are since a long time, should 
be settled between the concerned parties or through the village 
panchayats. Debts, which do not have records or exist with 
incomplete records, should also be reduced.

• 3. Apart from the above two steps, the remaining part of the 
debts should be handled by special institutions such as banks. 
Such banks pay the amount to the moneylenders on one hand 
and recover the same from the debtors on easy terms. These 
banks also collect funds and provide credit facilities to their 
members.



• To control the problem of indebtedness in future, the 
following steps are recommended:

• 1. The income of the farmers should increase so that they could 
meet the unproductive expenses and are not forced to take any 
loan. In order to achieve this goal, it is necessary that 
agriculture should be conducted on scientific basis not 
depending totally on the natural climatic factors. Some other 
measures have also been undertaken such as the introduction of 
land reforms providing market for the agricultural produce, etc.

• 2. The panchayats and such other village level institutions 
should try to solve the village disputes and try to prevent them 
from going to the courts of law, which need heavy expenditure.



• 3. Information regarding the laws and their implementation 
should be given to the villagers so that they do not get into the 
clutches of the moneylenders for generations.

• 4. Adequate credit facilities on reasonable terms should be 
arranged to the farmers. Co-operative credit is a good solution 
in this regard. Private lending should be eliminated in this field.

• The above-mentioned two types of measures should be carried 
on simultaneously. Mere prevention without any preventive 
measures for future would not help the situation; moreover, 
there is every possibility of this evil to rise again and again. 
Thus, both these measures should go hand in hand so that the 
problem of rural indebtedness vanishes completely.



Thrust areas in agriculture
Mechanization study and database development for agricultural machinery and manufacturers

• Design, development and commercialization of farm implements and machinery for mechanization of
• Precision farming for enhanced input use efficiency
• Conservation agriculture for carbon sequestration under rice-wheat system
• High capacity energy efficient machines for custom hiring
• Tall tree spraying
• Sugarcane harvesting
• Horticultural crops
• Hill area agriculture
• Nursery raising under covered cultivation
• Root crops harvesting
• Straw and crop residue management (collection, handling, mulching etc.)
• Feed and fodder crops
• Seed spices crops
• Dryland agriculture
• Oil-seeds and pulses

• Multiplication of R&D products at Prototype Manufacturing Workshops (PMWs) for multi-location trials

• Prototype feasibility testing and front-line demonstration of improved farm implements and machinery

• Farm machinery management for efficient and optimum utilization of available agricultural machinery

• Promoting custom hiring services through entrepreneurship for use of high capacity farm equipment

• Streamlining of testing procedure, training of engineers and conducting testing of farm equipment for
standardization and quality control in farm equipment manufacturing.



Chapter 3 

Industrial development in 
India since 1991
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What Is Industrialization?

Industrialization is the process by which an economy is transformed from primarily 
agricultural to one based on the manufacturing of goods. Individual manual labor is 

often replaced by mechanized mass production, and craftsmen are replaced by 
assembly lines. Characteristics of industrialization include economic growth, more 

efficient division of labor, and the use of technological innovation to solve problems 
as opposed to dependency on conditions outside human control.

https://www.investopedia.com/terms/m/mass-production.asp


Introduction
Introduction to the Industrial Revolution
Fossil Fuels, Steam Power, and the Rise of Manufacturing

Abundant fossil fuels, and the innovative machines they powered, launched an era of accelerated change that 

continues to transform human society.

The Transformation of the World

Try to imagine what your life would be like without any machines working for you. Make a list of the machines in 

your household; you may arrive at a surprising number.

Now imagine earlier generations during their childhood years. How did they move from place to place? How did they 

communicate? What foods did they eat?

At one time, humans, fueled by the animals and plants they ate and the wood they burned, or aided by their 

domesticated animals, provided most of the energy in use. Windmills and waterwheels captured some extra energy, 

but there was little in reserve. All life operated within the fairly immediate flow of energy from the Sun to Earth.

Everything changed during the Industrial Revolution, which began around 1750. People found an extra source of 

energy with an incredible capacity for work. That source was fossil fuels — coal, oil, and natural gas, though coal led 

the way — formed underground from the remains of plants and animals from much earlier geologic times. When 

these fuels were burned, they released energy, originally from the Sun, that had been stored for hundreds of millions 

of years.



History of industrialization

• Rapid industrialization first began in Britain, starting with mechanized spinning in the 1780s, with high rates of 
growth in steam power and iron production occurring after 1800.

• The Industrial Revolution transformed economies that had been based on agriculture and handicrafts into 
economies based on large-scale industry, mechanized manufacturing, and the factory system. New machines, 
new power sources, and new ways of organizing work made existing industries more productive and efficient. 
New industries also arose, including, in the late 19th century, the automobile industry. 

• The Industrial Revolution increased the overall amount of wealth and distributed it more widely than had been 
the case in earlier centuries, helping to enlarge the middle class. However, the replacement of the domestic 
system of industrial production, in which independent craftspersons worked in or near their homes, with the 
factory system and mass production consigned large numbers of people, including women and children, to long 
hours of tedious and often dangerous work at subsistence wages. 

• Important inventions of the Industrial Revolution included the steam engine, used to power steam locomotives, 
steamboats, steamships, and machines in factories; electric generators and electric motors; the incandescent 
lamp (light bulb); the telegraph and telephone; and the internal-combustion engine and automobile, whose 
mass production was perfected by Henry Ford in the early 20th century.

https://www.britannica.com/topic/agriculture
https://www.britannica.com/technology/steam-engine
https://www.britannica.com/biography/Henry-Ford


How industrialization started in india?

• The first industrial undertaking was established in India only after the first railways had been constructed in 

1851. The development in 1854 of the cotton textile industry in India - the first important large scale industry 

marks the dawn of a new industrial era in India.

• The industrial revolution finally came to India in 1854, when the first steam-powered cotton mill in Asia 

opened in Bombay. Growth was slow though and the expansion of these modernized cotton mills didn’t pick 
up until the 1850s and 1860s. During this period, jute mills were established in Bengal and textile mills in the 

then Bombay and Ahmadabad. Later in 1911, J.R.D. Tata established the first steel mill in Jamshedpur. During 

the first and second World Wars, the progress in industrialization was slow or even stagnant for various 

impediments.

• India started her quest for industrial development after independence. The industrial policy resolution of 

1948 marked the beginning of the evolution of Industrial policy.



How industrialization started in india?

• After Independence in 1947, successive Five Year Plans paved the way for the real industrial 

revolution including the development of heavy industries, development of R&D institutions, 

universities for higher technical education, and later a revolution in agriculture and milk 

production. The characteristics of modern industries are:

• India now has the sixth largest economy in the world. However, most of the polluting industries 

like tanning, dyeing, casting, electronics waste recycling, coal mining, etc. have been moved to 

developing countries like India. As a result of polluting industries forming a significant part of 

modern industries and the lacks in our enforcement of laws to protect the environment, our soil, 

water, and air have been severely polluted and people’s health is deteriorating.

• On July 24, 1991, Government of India announced its new industrial policy with an aim to correct 

the distortion and weakness of the Industrial Structure of the country that had developed in 4 

decades; raise industrial efficiency to the international level; and accelerate industrial growth.



Role of industrialization in economic development

1. Modernization of Industry:
Industrial development is necessary for modernization of agriculture. In India, agriculture is traditional and 
backward. The cost of production is high and productivity is low. We need tractors, threshers, pump sets and 
harvesters to modernise agriculture. To increase productivity, we need chemical fertilizers, pesticides and 
weedicides etc. These are all industrial products. Without industrial development, these goods cannot be 
produced. Agricultural products like jute, cotton, sugarcane etc. are raw materials. To prepare finished products 
like flex, textiles and sugar etc. we need industrialisation. So industrial development is necessary for 
modernization of agriculture and other manufacturing and service units too.

2. Development of Science and Technology:
Industrial development encourages the development of science and technology. The industrial enterprises 
conduct research and develop new products. Ethanol in the form of biofuel is an example of industrial 
development. Industry conducts research on its wastes and develops byproducts like biodiesel from Jatropha 
seeds. Due to industrialisation, we have made progress in atomic science, satellite communication and missiles 
etc.



Contd……

3. Capital Formation:
Acute deficiency of capital is the main problem of Indian economy. In agricultural sector, the surplus is small. 
Its mobilization is also very difficult. In large scale industries, the surplus is very high. By using external and 
internal economies, industry can get higher profit. These profits can be reinvested for expansion and 
development. So industrialization helps in capital formation.

4. Industrialisation and Urbanization:
Urbanization succeeds industrialisation. Industrialisation in a particular region brings growth of 
transport and communication. Schools, colleges, technical institutions, banking and health facilities are 
established near industrial base. Rourkela was dense forest but now is ultra modern town in Orissa. Many 
ancillary units have been established after setting up of big industry.

5. Self-reliance in Defense Production:
To achieve self-reliance in defense production, industrialization is necessary. During war and emergency 
dependence on foreign countries for war weapons may prove fatal. Self-reliance in capital goods and industrial 
infra-structure is also necessary. Atomic explosion at Pokhran (Rajasthan) and Agni Missile are examples of 
industrial growth.



Contd……

6. Importance in International Trade:
Industrialisation plays an important role in the promotion of trade. The advanced nations gain in trade 
than countries who are industrially backward. The underdeveloped countries export primary products 
and import industrial products. Agricultural products command lower prices and their demand is generally 
elastic. While industrial products command higher values & their demand is inelastic. This causes trade gap. 
To meet the deficit in balance of payments we have to produce import substitute products or go for export 
promotion through industrial development.

7. Use of Natural Resources:
It is a common saying that India is a rich country inhabited by the poor. It implies that India is rich in 
natural resources but due to lack of capital and technology, these resources have not been 
tapped. Resources should be properly utilized to transform them into finished industrial products. The 
British people took India’s cheap raw-materials for producing industrial goods in their country. India was 
used as a market for their industrial products. So India fought with poverty and England gained during 
industrial revolution. Hence industrialisation plays important role for proper utilization of resources.



Contd……

8. Alleviation of Poverty and Unemployment:
Poverty and unemployment can be eradicated quickly through rapid industrialisation. It has occurred in 
industrially advanced countries like Japan. The slow growth of industrial sector is responsible for 
widespread poverty and mass unemployment. So with fast growth of industrial sector, surplus labor from 
villages can be put into use in industry.

9. Main Sector of Economic Development:
Industry is viewed as leading sector to economic development. We can have economies of scale by applying 
advanced technology and division of labour and scientific management. So production and employment will 
increase rapidly. This will bring economic growth and capital formation.



Contd……

10. Fast Growth of National and Per Capita Income:
Industrial development helps in the rapid growth of national and per capita income. The history of 
economic development of advanced countries shows that there is a close relation between the level of 
industrial development and the level of national and per capita income. For instance, the share 
of industrial sector to national income was 26% and the per capita income in year 2000 was 36,240 dollar 
in USA. The share of agriculture in the same year was only 2%. In Japan, the share of industrial sector in 
her GDP was 36% and her per capita income was 36210 dollar. In India due to industrialisation, the 
contribution of industrial sector to GDP has gone upto 28.5% in 2000-01 and per capita income has risen 
to Rs. 16,486 in 2000.

11. Sign of Higher Standard of Living and Social Change:
A country cannot produce goods and services of high quality in order to attain decent living standard 
without the progress of industrial sector. Industrialization is likely to bring about change in the attitude of 
the society as a whole. The traditional societies are dominated by the pre-capitalistic values like being 
driven by authority. People stopped believing in age-old beliefs and social structure.



Small scale industries



What is small scale industries?

• Small scale industries are labor intensive yet require little capital.

• Small scale industries can be either manufacturing industries or service providers. Small scale

industries comprise of small enterprises that manufacture goods or provide services with the help of

smaller machines and a few workers and employees.

• The enterprise must fall under the guidelines set by the Government of India.

• Small scale industries in India are the lifeline of the Indian economy, and they offer several job

opportunities for skilled labours. After all, small scale industries are essential for the economy from a

financial and social point of view.

• For a developing country like India, these industries bloom because of huge demand and opportunity.

Some small scale industries are also exporting goods, thereby bringing foreign currencies in India. In

India, nearly half of the products (45-55%) shipped are from Small scale and mid-scale industries. Some

small scale industries are created because of the demand of vendors for multinational companies.
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The Government of India has some guidelines for small scale industries in terms of investment the company is making and the revenue

it has generated. Small scale industries are categorized into three parts: manufacturing/production, ancillary, and service industries.

•Manufacturing Industries: Units that produce finished goods either for consumption or used in processing industries. These 

types of small scale industries are generally individually owned. Manufacturing small scale industries examples are power looms,

engineering industries, food processing, etc

•Ancillary Industries: Big companies or MNC manufactures finished goods, but they don’t generally make all the parts themselves. 
Vendors of these companies are ancillary industries. Ancillary industries can also be identified as those companies which makes 

machines for multinational companies or medium scale industries

•Service Industries: Repair shops and maintenance industries comes under the category of service industries

•The major Small scale industries in Tamilnadu and small scale industries in Kerala are spinning and weaving, coconut oil making, 

cashew nut processing, clay products etc. Small scale ancillary industries in Hyderabad have a vast number of employment due to 

various multinational companies. Foreign investment is as essential as it creates a huge no. of ancillary small scale industries and 

thereby creating work.

•Some examples of small scale industries are: Agarbatti making, Chalk making, Biodiesel production, Sugar candy manufacturing, 

Wood making, Rice mill, Potato chips making, Toys making, Microbrewery, Liquid soap making, Honey processing, Slippers making, 

Detergent powder making, Fruit juice production plant, Spices making, and Chocolate making.



Small Scale industries (SSIs)

Many a times the term, small scale industries, village industries and cottage industries are used as synonyms. But for the 

sake of economic analysis, it is essential to define these terms clearly and precisely. 

In all the three types of industries, the capital investment is low, the employment potential is small and the total production 

also is comparatively small. From this point of view, all these can be called small-scale industries. 

But it became necessary for the government to define all these types of industries in clear terms. 

• So in 1955, the govt. defined the “small industries” as those employing up to 50 workers with power and up to 100 
workers without power.

• In 1960s , the capital investment also was applied as a criterion for defining small scale industries. But this criterion had

to be changed over and over again against price increases.

• So in 1966 it was arbitrarily decided that all industries having an investment of 7.5 lakhs of rupees were to be called 

small scale industries. This limit increased to 10 lakhs in 1974. in 1997 the investment limit was raised to Rs 3 crore for 

small scale industries and Rs. 25 lakh for tiny sector.

• With effect from 2006, micro or tiny enterprises would cover all enterprises with investment and plant and machinery of 

less than Rs. 25 lakhs

• For small enterprises it is between 25 lakhs to 5 crore

• And for medium enterprises with investment between Rs. 5 crore to 10 Crore rs.



Cottage industry

Cottage industry is the one which normally operated in a 

cottage or a small house. Following are the main 

characteristics of a cottage industry.

1. These are financed by owned capital of entreprenuers.

2. The risk is borne by the owner.

3. Most of the labour is supplied by the members of the 

family, working either full time or part time. 

4. The machinery used is simple and capital investment is 

small

5. Normally the product is sold within a small area around 

the place of production. 

On the other hand, the main features of small scale industries

can be mentioned as follows:

1. The small scale industries are organized on modern basis 

and use modern machinery

2. They employ hired labour and also borrow capital from 

outside sources

3. They have a wider market

4. They provide full time and year around employment

5. Small scale industry may or may not be a cottage industry

The small scale and cottage industries may function in cities or in villages. All such industries functioning in villages are

called village industries. Mostly the cottage industries thrive in villages so it is customary to group them along with village 

industries. 





examples

Machinery Required For Tutti Frutti 

Manufacturing Project:

1.Baby boiler and accessories

2.Stainless steel soaking tanks

3.Papaya cubing machine

4.Stainless steel working tools

5.Tray drier with 48 trays

6.Sealing machines

7.Weighing scale

8.Laboratory equipment

Tutti Frutti manufacturing business can be started 

with low investment and from home too.

Tutti frutti manufacturing project can be initiated 

on a small scale basis and it is a profitable 
investment option for startup entrepreneurs. https://www.youtube.com/watch?v=VFkC-g7wyek

https://www.youtube.com/watch?v=1YGzezBIkKs

https://www.youtube.com/watch?v=VFkC-g7wyek
https://www.youtube.com/watch?v=1YGzezBIkKs












Advantages or Merits of Small Scale Industries

1. Potential for large employment

Small Scale Industries have potential to create employment opportunities on a massive scale.
They are labor intensive in character. They use more labor than other factors of production. They
can be set up in short time and can provide employment opportunities to more number of people.
This is important for a labor abundant country like India.
2. Requirement of less capital

Small Scale Industries require less capital when compared to large scale industries. India is a
capital scarce country and therefore Small Scale Industries are more suitable in the Indian
context. They can be started and run by small entrepreneurs who have limited capital resources
3. Contribution to industrial output

Products manufactured by Small Scale Industries form a significant portion of the industrial
output of the country. They produce a number of consumer goods as well as industrial
components in large quantities and satisfy the needs of consumers. The consumer goods
produced by Small Scale Industries are cheaper and satisfy the requirements of the poorer
sections.

https://accountlearning.com/consumer-goods-meaning-classification-characteristics/
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4. Contribution to exports

Small Scale Industries contribute nearly 40 per cent to the industrial exports of the
country. Products such as hosiery, knitwear, hand loom, gems and jewellery, handicrafts,
coir products, textiles, sports goods, finished leather, leather products, woolen garments,
processed food, chemicals and allied products and a large number of engineering goods
produced by the SSI sector contribute substantially to India’s exports. Further products
produced by Small Scale Industries are used in the manufacture of products manufactured
and exported by large scale industries. Therefore they contribute both directly and
indirectly to exports and earn valuable foreign exchange.
5. Earning foreign exchange

Small Scale Industries earn valuable foreign exchange for the country by exporting
products to different countries of the world. At the same time, their imports are very little
and so there is less foreign exchange outgo. Therefore Small Scale Industries are net foreign
exchange earners. For e.g. Small Scale Industries in Tiruppur contribute to a substantial
portion of India’s textile exports and earn valuable foreign exchange for the country.
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6. Equitable distribution

Large scale industries lead to inequalities in income distribution and concentration of economic
power. But small scale industries distribute resources and wealth more equitably. It is because
income is distributed among more number of workers since it is labor intensive. This results in
both economic and social welfare.
7. Use of domestic resources

Small Scale Industries use locally available resources in a productive manner which would have
otherwise gone waste. Small amounts of savings which would have remained idle is channelized
into setting up of small enterprises. This increases capital formation and investment in the
economy.
8. Opportunities for entrepreneurship

Small Scale Industries provide opportunities for entrepreneurs with limited capital. Setting up of
an SSI requires less capital and lower investment in technology and machines when compared to
large scale enterprises. Therefore small entrepreneurs car start Small Scale Industries easily and
succeed. Japan which was devastated by the Second World War became a major economic power
because of many small entrepreneurs, who contributed greatly to the nation’s development.
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9. Cost efficiency
Small scale units can adopt lean production method. which offer better quality and more variety at a lower cost. They can bi more cost
efficient when compared to large scale units because their expenses are lower.

10. Reducing migration
Migration happens when people living in rural areas are not able to find employment and therefore migrate to urban areas seeking
employment. Large scale migration puts tremendous pressure on land, water and other resources in urban areas leading to poor quality of
life. Small Scale Industries use the skills and talents of rural craftsmen, artisans etc. They provide gainful employment to those with inherited
skills resulting in their economic upliftment. Thus Small Scale Industries help in reducing migration.

11. Suitable for non-standardized products
Large scale enterprises are suitable for manufacturing standardized products on a large scale whereas Small Scale Industries are more
suitable for manufacturing non-standardized products.

12. Flexibility in operation
Small scale enterprises are more flexible. They can adapt themselves to changing market requirements very fast and 
benefit from new opportunities.
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13. Quick decisions

Since the enterprise is small and there is not much hierarchy, quick decisions.can be taken. Quick decisions are
helpful in solving problems in the initial stages and also to exploit market opportunities.
14. Adaptability to change

Small Scale Industries can understand the changing requirements of the customers and adapt themselves much
quickly. They can change their procedures, methods and techniques faster and cater to new requirements of their
customers.
15. Small market size

In case the market size is small, producing products on a large scale would not be feasible. In such cases, Small
Scale Industries are more suitable since they produce limited quantities.
16. Customization

Today customers prefer products tailored to their specific needs. They demand unique products. In such cases
where products have to be customized to individual customer needs large scale production would not be suitable.
Small Scale Industries are better suited in case products have to be customized.
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17. Low social costs

In the case of large scale enterprises, society has to incur high social costs in terms of air and water pollution and
environmental degradation. But in the case of small enterprises, such social costs are less.

18. Opportunity for talent

Small Scale Industries provide opportunity for talented individuals who do not have huge funds, to start
enterprises on a small scale. Dhirubhai Ambani of Reliance, Karsanbhai Patel of Nirma, Brij Mohan Munjal of
Hero Honda, Venugopal Dhoot of Videocon, Sunil Mittal of Bharti Enterprises (Airtel), Narayanamurthy and his
co-promoters of Infosys, Ramalinga Raju of Satyam are all examples of entrepreneurs who started their business
on a small,scale, and through intelligence, determination and commitment have transformed their small
companies into large world class players.

19. Lesser industrial disputes

In large scale enterprises workers are more organized and in many large scale enterprises there are strong trade
unions. The trade unions fight for the workers rights. If the management fails to accept the demands of the trade
unions, the trade unions gherao the management, adopt go slow tactics and strike work. But in small scale
enterprises, workers are not well organized and union activity is less. So there is very little possibility of industrial
disputes to occur.
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20. Personal contact with employees

Businesses engaged in small scale production have less number of employees. It is easy to maintain personal
contact with employees. Grievances and problems would be known immediately and solved. Therefore there
is very little possibility of any industrial dispute.

21. Personal contact with customers

The number of customers is limited and the small scale entrepreneur would be directly involved in the
business. Personal contact can be maintained with customers. Their needs and requirements can be
understood and satisfied. This results in satisfied customers leading to stable demand.

22. Self interest

Small business is generally run by the sole proprietor of the business. He earns all and risks all. Self interest
act as a strong motivator. Therefore he would put in his best efforts to make the business a success.

























Medium and large scale industries in india









Examples of medium and large scale industries

• Cotton and textile

• Jute textile industry

• Iron and steel industry

• Sugar industry

• Cement industry

• Refineries

• Power industries

• Nuclear industries

• Chemical industries

• Paper 

• Metal

• IT

• Automobile

• Tourism

• shipping

https://www.youtube.com/watch?v=vl4msBmL-LQ

https://www.youtube.com/watch?v=YayMNfU5iKk&t=86s

https://www.youtube.com/watch?v=C6v98-VDHxw

https://www.youtube.com/watch?v=vl4msBmL-LQ
https://www.youtube.com/watch?v=YayMNfU5iKk&t=86s
https://www.youtube.com/watch?v=C6v98-VDHxw
























Role of medium and large scale industries in india

Industries which requires huge infrastructure and manpower with an influx of 

capital assets are Large Scale Industries. In India, large-scale industries are the ones with a 

fixed asset of more than one hundred million rupees or Rs. 10 crores.

The Indian economy relies heavily on such industries for economic growth, generation of 

foreign currency, and the creation of job opportunities for millions of Indians.

• Improvement in Productivity:

In large scale industries work is distributed among the labourers according to their efficiency 

which improves the productivity. These industries also use huge modern capital which raises 

productivity and reduces cost per head. It enables the consumer to get commodities at a 

cheaper rate.

• Increasing the per capita income

• Raising the standard of living

• Better distribution of wealth

• Technological development

https://www.toppr.com/guides/accounting-and-auditing/preparation-of-final-accounts-of-sole-proprietor/classification-of-assets-and-liabilities/
https://www.toppr.com/guides/fundamentals-of-economics-and-management/national-income/economic-growth/


Role of large scale industries

• Import Substitution:

Capital goods and consumer goods which are imported from the foreign countries can be produced 

inside the country through large scale industries. Our country will depend upon foreign countries on 

heavy chemicals, heavy electricity, chemical fertilizers and other consumer goods, unless we develop 

large scale industries. Due to the development of large scale industries, all these commodities are 

produced inside the country and there is no need of import which is known as import substitution.

• Export Promotion:

Large scale industries change the pattern of export. In the old days, we exported skin, tea, jute, jute 

products, spices of different types, and cotton clothes to foreign countries. Due to the development of 

large scale industries, we are now able to export engineering products, heavy electric products and 

other industrial products. It means large scale industries have changed the pattern of export and 

increased the quantity of export.



Difference between small scale and large scale industry





Industrial policy 1991

https://www.youtube.com/watch?v=ZeD-XLmCXUg





Major Objectives of India’s New Industrial Policy 
1991 are as follows!

• With the gradual liberalization of the 1956 Industrial policy in the mid-eighties the tempo of 
industrial development started picking up. But the industry was still feeling the burden of many 
controls and regulations.

• For a faster growth of industry, it was necessary that even these impediments should be 
removed. The new government by Shri Narasimha Rao, which took office in June 1991, 
announced a package of liberalisation measures under its Industrial Policy on July 24, 1991.

• The New Industrial Policy,1991 seeks to liberate the industry from the shackles of licensing 
system Drastically reduce the role of public sector and encourage foreign participation in India’s 
industrial development. The broad objectives of New Industrial Policy are as follows:

(i) Liberalising the industry from the regulatory devices such as licenses and controls.
(ii) Enhancing support to the small scale sector.
(iii) Increasing competitiveness of industries for the benefit of the common man.
(iv) Ensuring running of public enterprises on business lines and thus cutting their losses.
(v) Providing more incentives for industrialisation of the backward areas, and
(vi) Ensuring rapid industrial development in a competitive environment.



Features of New Economic Policy:1991

There are three major components or elements of new economic policy- Liberalisation, Privatisation, Globalisation.
1. Liberalisation:
Liberalisation refers to end of licence, quota and many more restrictions and controls which were put on industries 
before 1991. Indian companies got liberalisation in the following way:
(a) Abolition of licence except in few.
(b) No restriction on expansion or contraction of business activities.
(c) Freedom in fixing prices of goods and services.
(d) Liberalisation in import and export.
(e) Easy and simplifying the procedure to attract foreign capital in India.
(f) Freedom in movement of goods and services
Industries licensing is necessary for following 6 industries:

(i) Liquor
(ii) Cigarette
(iii) Defence equipment
(iv) Industrial explosives
(v) Drugs
(vi) Hazardous chemicals



2. Privatisation:
Privatisation refers to giving greater role to private sector and reducing the role of public sector. To execute 
policy of privatisation government took the following steps:
(a) Disinvestment of public sector, i.e., transfer of public sector enterprise to private sector
(b) Setting up of Board of Industrial and Financial Reconstruction (BIFR). This board was set up to revive 
sick units in public sector enterprises suffering loss.
(c) Dilution of Stake of the Government. If in the process of disinvestments private sector acquires more 
than 51% shares then it results in transfer of ownership and management to the private sector.

3. Globalisation:
It refers to integration of various economies of world. Till 1991 Indian government was following strict 
policy in regard to import and foreign investment in regard to licensing of imports, tariff, restrictions, etc. 
but after new policy government adopted policy of globalisation by taking following measures:
(i) Import Liberalisation. Government removed many restrictions from import of capital goods.
(ii) Foreign Exchange Regulation Act (FERA) was replaced by Foreign Exchange Management Act (FEMA)
(iii) Rationalisation of Tariff structure
(iv) Abolition of Export duty.
(v) Reduction of Import duty.
As a result of globalisation physical boundaries and political boundaries remained no barriers for business 
enterprise. Whole world becomes a global village.
Globalisation involves greater interaction and interdependence among the various nations of global 
economy.



Features
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Impact of IP1991/ critical evaluation of industrial policy, 1991



Impact of IP1991/ critical evaluation of industrial policy, 1991





What is Public sector unit

A state-owned enterprise in India is called a public sector 

undertaking (PSU) or a public sector enterprise. Those companies are 
owned by the union government of India or one of the many state or 
territorial governments or both. The company stock needs to be majority-
owned by the government to be a PSU. PSUs strictly may be classified as 
central public sector enterprises (CPSUs, CPSEs) or state level public 
enterprises (SLPEs). In 1951 there were just five enterprises in the public 
sector in India, but in March 2019 this had increased to 348. These 
enterprises represents total investment of 16,40, 628 cr as on 31st March, 
2019. They are administered by the Ministry of Heavy Industries and 
Public Enterprises.

https://en.wikipedia.org/wiki/Public_sector_undertakings_in_I

ndia

https://en.wikipedia.org/wiki/State-owned_enterprise
https://en.wikipedia.org/wiki/Government_of_India
https://en.wikipedia.org/wiki/States_and_territories_of_India
https://en.wikipedia.org/wiki/Stock
https://en.wikipedia.org/wiki/Ministry_of_Heavy_Industries_and_Public_Enterprises_(India)


How PSU came into existence?

After independence, India was dealing with serious socio- economic and
financial issues caused by long period of slavery and exploitation like income
gap, imbalance in regional economic development and wide spread
unemployment. Moreover, insufficient weak industrial base with inadequate
investments and lack of infrastructure facilities along with lack in trained
human resources or technological backwardness was crippling the basic
framework of India.
At this point of time, Public sector was seen as an instrument of development
for self reliant and steady economic growth. Hence, the Nation followed a
planned economic development policy in which PSUs had a big role to play.
Over the years, with some landmark new policies, public sector has continued
to play a major role in the country’s economic growth and has become an
attractive career destination for the youth.













Role of public sector in post liberalisation Era

In India, a public sector company is that company in which the Union Government 
or State Government or any Territorial Government owns a share of 51 % or 
more. Currently there are just three sectors left reserved only for the government 
i.e. Railways, Atomic energy and explosive material. Private sectors/players are 
not allowed to operate in these sectors.

1. Generation of Income:
Public sector in India has been playing a definite positive role in generating 
income in the economy. The share of public sector in net domestic product (NDP) 
at current prices has increased from 7.5 per cent in 1950-51 to 21.7 per cent in 
2003-04. Again the share of public sector enterprises only (excluding public 
administration and defence) in NDP was also increased from 3.5 per cent in 1950-
51 to 11.12 per cent in 2005-06.



Role of public sector in post liberalisation Era

2. Capital Formation:
Public sector has been playing an important role in the gross domestic capital formation of the country. 
The share of public sector in gross domestic capital formation has increased from 3.5 per cent during the 
First Plan to 9.2 per cent during the Eighth Plan. The comparative shares of public sector in the gross 
capital formation of the country also recorded a change from 33.67 per cent during the First Plan to 50 
per cent during the, Sixth Plan and then declined to 21.9 per cent in 2005-06.
But the Public sector is not playing a significant role in respect of mobilization of savings. The share of 
public sector in gross domestic savings increased from 1.7 per cent of GNP during 1951-56 to only 3.6 
per cent during 1980-85. During 1980s, the share of public sector in gross domestic savings declined 
from 16.2 per cent in 1980-81 to 7.7 per cent in 1988-89.
In this connection Narottam Shah observed, “The failure of the public sector contributes only 21 per 
cent of the nation’s savings; that also in part, through heavy taxation and semi-fictitious profits of the 
Reserve Bank. The remaining 79 per cent of the nation’s savings came from the private sector.” Again 
the share of public sector in gross domestic savings increased from 4.78 per cent in 1990-91 to 6.61 per 
cent in 2005-06.



Role of public sector in post liberalisation Era

3. Employment:
Public sector is playing an important role in generating employment in the country.
Public sector employments are of two categories, i.e:
(a) Public sector employment in government administration, defence and other government services and
(b) Employment in public sector economic enterprises of both Centre, State and Local bodies. In 1971, 
the public sector offered employment opportunities to about 11 million persons but in 2003 their 
number rose to 18.6 million showing about 69 per cent increase during this period.
Again in 2003, the public sector offered employment opportunities to 18.6 million persons which was 69 
per cent of the total employment generated in the country as compared to 71 per cent employment 
generated in 1991. However, there is considerable decline in the annual growth rate of employment in 
the public sector from 1.53 per cent during 1983-1994 to 0.80 per cent during 1994- 2004.
Moreover, about 69.0 per cent of the total employments are generated in the public sector. Moreover, at 
the end of March 2004, about 51.7 per cent of the total employment (i.e. about 96 lakh) generated in 
public sector is from Government administration, community, social and personal services and the 
remaining 48.3 per cent (i.e., nearly 89.7 lakh) of the employment in public sector is generated by 
economic enterprises run by the Centre, State and Local Governments.



Role of public sector in post liberalisation Era

4. Infrastructure:
Without the development of infrastructural facilities, economic development is impossible. Public 
sector investment on infrastructure sector like power, transportation, communication, basic and 
heavy industries, irrigation, education and technical training etc. has paved the way for agricultural 
and industrial development of the country leading to the overall development of the economy as a 
whole. Private sector investments are also depending on these infrastructural facilities developed by 
the public sector of the country.
5. Strong Industrial base:
Another important role of the public sector is that it has successfully build the strong industrial base 
in the country. The industrial base of the economy is now considerably strengthened with the 
development of public sector industries in various fields like—iron and steel, coal, heavy 
engineering, heavy electrical machinery, petroleum and natural gas, fertilizers, chemicals, drugs etc.
The development of private sector industries is also solely depending on these industries. Thus by 
developing a strong industrial base, the public sector has developed a suitable base for rapid 
industrialization in the country. Moreover, public sector has also been dominating in critical areas 
such as petroleum products, coal, copper, lead, hydro and steam turbines etc.



Role of public sector in post liberalisation Era

6. Export Promotion and Import Substitution:
Public sector enterprises have been contributing a lot for the promotion of India’s exports. The 
foreign exchange earning of the public enterprises rose from Rs. 35 crore in 1965-66 to Rs. 5,831 
crore in 1984-85 and then to Rs. 34,893 crore in 2003- 04. Thus, the export performance of the 
public sector enterprises in India is quite satisfactory.
The public sector enterprises which played an important role in this regard include—Hindustan 
Steel Limited, Hindustan Machine Tools (HMT) Limited, Bharat Electronics Ltd., State Trading 
Corporation (STC) and Metals and Minerals Trading Corporation.
Some public sector enterprises have shown creditable records in achieving import substitution and 
thereby saved precious foreign exchange of the country. In this regard mention may be made of 
Bharat Heavy Electricals Limited (BHEL), Bharat Electronics Ltd., Indian Oil Corporations, Oil 
and Natural Gas Commission (ONGC). Hindustan Antibiotics Ltd. (HAL) etc. which have paved a 
successful way tor import substitution in the country.



Role of public sector in post liberalisation Era

7. Contribution to Central Exchequer:
The public sector enterprises are contributing a good amount of resources to the central exchequer 
regularly in the form of dividend, excise duty, custom duty, corporate taxes etc. During the Sixth 
Plan, the contribution of public enterprises to the central exchequer was to the tune of Rs. 27,570 
crore.
Again this contribution has increased from Rs. 7,610 crore in 1980-81 to Rs. 18,264 crore in 1989-
90 and then to Rs. 85,445 crore in 2003-04. Out of this total contribution, the amount of dividend 
contributed only 2 to 3 per cent of it.
8. Checking Concentration of Income and Wealth:
Expansion of public sector enterprises in India has been successfully checking the concentration of 
economic power into the hands of a few and thus are redressing the problem of inequalities of 
income and-wealth of the economy. Thus, the public sector can reduce this problem of inequalities 
through diversion of profits for the welfare of the poor people, undertaking measures for labour
welfare and also by producing commodities for mass consumption.



Role of public sector in post liberalisation Era

9. Removal of Regional Disparities:
From the very beginning industrial development in India was very much skewed 
towards certain big port cities like Mumbai, Kolkata and Chennai. In order to 
remove regional disparities, the public sector tried to disperse various units 
towards the backward states like Bihar, Orissa, and Madhya Pradesh. Thus, 
considering all these foregoing aspects it can be observed that in-spite of showing 
poor performance, the public sector is playing dominant role in all-round 
development of the economy of the country.



Conclusion:

Conclusion:

The expansion of the public sector was aimed at the fulfillment of our 
national goals, that is., the removal of poverty, the attainment of self-
reliance, reduction in inequalities of income, expansion of employment 
opportunities, removal of regional imbalances, acceleration of the pace of 
agricultural and industrial development, to reduce concentration of 
ownership and prevent growth of monopolistic tendencies by acting as 
effective countervailing power to the private sector, to make the country 
self-reliant in modern technology and create professional, technological 
and managerial cadres so as to ultimately rid the country from 
dependence on foreign aid. But these motives could not be achieved up to 
the desired extent. That is why government is on the spree of privatization 
of these enterprises.



Extra reading



Restructuring of Public Enterprises in India

Restructuring of Public Enterprises in India – Government Initiatives:
“The general image of the public sector is that it is white elephant, loss making, 
but this has arisen because of a few organisations and most of them are taken over 
from the private sector.” These PEs are inefficient due to continuous government 
intervention, overstaffing, poor labour productivity, and social obligations.
In the changed scenario, they have to compete with private sector enterprises and 
they need level playing field with them. They need immediate attention from the 
government, covering organizational, financial, personnel and marketing issues 
Liberalization, Privatization and Globalisation have changed the whole scenario of 
PEs working environment. The government of India has taken several initiatives to 
restructure the PEs and result forth coming are quite positive. But these efforts 
need continuity to remove the constraints being faced by the PEs. They now need 
restructuring process.



Restructuring of Public Sector Enterprises



The MoU seeks to address three basic questions: (a) What 
are Public Enterprise’s main objectives for the year? (b) 
What actions are proposed to achieve these objectives? (c) 
How would someone know at the end of the year the 
degree of progress made in implementing these actions? 
That is, what are the relevant criterion and their targets?

About Memorandum of Understanding-MoU
Memorandum of Understanding (MoU) is a negotiated 
agreement and contract between the Government and the 
Management of the Central Public Sector Enterprise 
(CPSE). It is intended to evaluate the performance of the 
CPSE at the end of the year vis-a-vis the targets fixed in 
the beginning of the year.

Restructuring of Public Sector Enterprises
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Restructuring of Public Sector Enterprises



Meaning of Disinvestment:
An important aspect of present industrial 
policy of the Government is that it should 
not operate commercial enterprises.
With that end in view the Government 
has decided to disinvest the public 
enterprises. The Government can sell its 
enterprises completely to the private 
sector or disinvest a part of its equity 
capital held by it to the private sector 
companies or in the open market.



Rational behind disinvestment of public sector enterprises

Main objectives of Disinvestment in India
•To meet the budgetary needs
•To reduce fiscal deficit
•To improve public finances and overall economic efficiency
•To diversify the ownership of PSU for enhancing efficiency of individual enterprise
•To raise funds for technological upgradation, modernization and expansion of PSUs
•To raise funds for golden handshake (VRS)
•To introduce, competition and market discipline
•To fund growth and development programmes
•To encourage wider share of ownership
•To depoliticise non-essential services
•Transfer of Commercial Risks



Evolution of disinvestment policy



Thirdly, a good number of existing public enterprises are working inefficiently and 
incurring huge losses. Disinvestment can lead to the improvement of efficiency of 
these enterprises. When government divests a good part of its stake to a private 
enterprise or public at large, it increase accountability of management of an 
enterprise which have a beneficial effect on the efficient working of the enterprise. 
“The shareholders would require to be compensated and this will, in turn, 
compelling the enterprise to run more efficiently and earn more profits”.





important

https://www.yourarticlelibrary.com/policies/major-objectives-

of-indias-new-industrial-policy-

1991/23441#:~:text=The%20New%20Industrial%20Policy%2C1

991,participation%20in%20India's%20industrial%20developme

nt.&text=(vi)%20Ensuring%20rapid%20industrial%20developm

ent%20in%20a%20competitive%20environment.





Infrastructure in India 
since 1991
Chapter 4



infrastructure

 What is Infrastructure?

 Infrastructure can be referred to the basic physical operations of a 
nation or a business, such as communication, transportation, water, 
sewage, etc. This operation can be highly expensive investments and 
an important aspect of the economic development of a country.

 Infrastructure in India

 During the colonial period in India, the basic infrastructure such as water 
transport, railways, post & telegraph, and ports were developed, but to 
serve the colonial interest rather than serving the common people. Road 
constructed were not fit for modern India, couldn’t connect rural areas, 
and shortage of well-constructed road, especially in the rainy season, 
was the drawback.

 However, in the year 1850, the introduction of the railway was one of the 
most important contributions of the British. This initiative transformed the 
Indian economy in two ways. One it led people to travel a long distance 
and break the geographical barrier and second it commercialized Indian 
agriculture which adversely influenced the self-sufficiency of the village 
economies in India.

 With the development of railways and roads, the colonial regulation also 
took steps for improvement of the sea lanes and inland trade. However, 
for the postal services, though it was useful assistance for the society, it 
remained insufficient.



Infrastructure 
during British 
rule

 Briefly discuss the various reasons for development of infrastructure 
by the british government.



Railway in 
British time

 What was the motive of constructing railway by the 
British government?



Positive 
contributions 
of British rule 
in Indian 
economy



Introduction

 Infrastructure may be defined as those facilities and activities, the basic 
objective of which is to provide the income generation and production in 
the rest of the economy.

 The basic facilities, services, and installations needed for the 
functioning of a community or society, such as transportation and 
communications systems, water and power lines, and public 
institutions including schools, post offices, and prisons.

 The adequate infrastructure in the form of road and railway transport 
system, ports, power, airports and their efficient working is also needed 
for integration of the Indian economy with other economies of the world.

 The agriculture sector is highly dependent on energy, 
telecommunications, water security and transportation and so there is a 
close alignment between improving infrastructure and global 
development. ... Infrastructure can connect farmers with global 
markets, linking them to the inputs needed for the sector to survive.

 Manufacturers are particularly reliant on infrastructure to receive their 
raw materials and ship out their goods to clients in a timely manner. 
Deficiencies in transportation and energy infrastructure reduce 
productivity and create delays, driving up costs for manufacturers.

 Large scale infrastructure is usually produced by the public sector 
or publicly regulated monopolies, but at smaller scales 
infrastructure can often be produced by private firms or through 
local collective action.

https://www.investopedia.com/terms/i/infrastructure.asp



infrastructure

T & D means transmission 

and distribution



Infrastructure 
facilities

 Infrastructure facilities are also referred as economic or social 
overheads. They consists of Economic overhead such as…..

1. Irrigation

2. Energy

3. Transport

4. Communications

5. Banking services, financial and insurance services

6. Science and technology

Social overhead such as……

1. Health

2. Hygiene

3. education

https://www.youtube.com/watch?v=MJkFjz1RZX0 (How 

infrastructure facilities can help socially and economically)

https://www.youtube.com/watch?v=MJkFjz1RZX0


Infrastructure 
need of an 
hour

 Why do Infrastructure Matter for Growth & Development?

 There is, indeed, a plethora of anecdotal and more technical 
evidence that suggests development of infrastructure can lead to 
growth and development of an economy.

 The argument is particularly true for the developing countries 
which lack adequate infrastructure facilities. Intuitively, it should 
make sense to assume that the more developed a country is, the 
higher its infrastructure facilities and hence the lower the return 
from additional investment in roads, railways, ports etc. However, 
the less developed a country is, the more likely the infrastructure is 
to matter, because the returns from the Infrastructure 
development will be much more than the cost of the projects.

 Example: A massive road-building exercise in a poorly developed 
state can offer a one-time boost production activity and 
productivity of workers in the state.



Infrastructure 
is a need of an 
hour



Importance of 
infrastructure in 
economic 
development



The role of 
social 
infrastructure

 Social infrastructure plays an important role in both the economic 
development of a nation and the development of society's quality of 
life. Social infrastructure enhances social wellbeing and furthers 
economic growth by providing basic services and facilities which allow 
businesses to develop and flourish.

 Social infrastructure can be broadly categorised as: 

• health, • individual, family and community support • education; • arts and 
culture; • information; • sport and recreation; • housing; • community 
development; • employment and training; • legal and public safety; • 
emergency services; and • public and community transport.

In recent years the concept of “social capital” has received increasing attention 
as accumulating evidence demonstrates the dependence between social capital 
and a wide range of desirable outcomes: economic success, improved school 
performance, decreased crime, higher levels of voting and better health. Social 
capital has been defined in the following terms: The social capital of a society 
includes the institutions, the relationships, the attitudes and values that govern 
interactions among people and contribute to economic and social development. 
Social capital is not simply the sum of institutions, which underpin society; it is 
also the glue that holds them together. It includes the shared common sense of 
‘civic’ responsibility that makes society more than just a collection of individuals 
(World Bank 1998). 



The role of 
social 
infrastructure

 Economic studies demonstrate that social capital makes 
individuals less prone to depression, firms more competitive and 
nations more prosperous. 

 Psychological research indicates that abundant social capital 
makes individuals less prone to depression and more inclined to 
help others. 

 Epidemiological reports show that social capital decreases the 
rate of suicide, colds, heart attacks, strokes and cancer, and 
improves individuals’ ability to fight or recover from illnesses once 
they have struck. 

 Sociology studies suggest that social capital reduces crime, 
juvenile delinquency, teenage pregnancy, child abuse, welfare 
dependency, drug abuse and increases student test scores and 
graduation. 



 https://www.youtube.com/watch?v=81pcgE5QCAU (how 
infrastructure can help the businesses to run smoothly)

 https://www.encyclopedia.com/international/encyclopedias-
almanacs-transcripts-and-maps/infrastructure-development-and-
government-policy-
1950#:~:text=Immediately%20after%20independence%2C%20th
e%20Electricity,ownership%20in%20the%20power%20sector. 
(link to understand what are the changes in infrastructure after 
independence?)

https://www.youtube.com/watch?v=81pcgE5QCAU
https://www.encyclopedia.com/international/encyclopedias-almanacs-transcripts-and-maps/infrastructure-development-and-government-policy-1950#:~:text=Immediately%20after%20independence%2C%20the%20Electricity,ownership%20in%20the%20power%20sector


Types of 
Infrastructure

 Infrastructure can be put into several different types including:

 Soft Infrastructure

 These types of infrastructure make up institutions that help 
maintain the economy. These usually require human capital and 
help deliver certain services to the population. Examples include 
the healthcare system, financial institutions, governmental 
systems, law enforcement, and education systems.

 Hard Infrastructure

 These make up the physical systems that make it necessary to run 
a modern, industrialized nation. Examples include roads, highways, 
bridges, as well as the capital/assets needed to make them 
operational (transit buses, vehicles, oil rigs/refineries).

 Critical Infrastructure

 These are assets defined by a government as being essential to the 
functioning of a society and economy, such as facilities for shelter 
and heating, telecommunication, public health, sanitation, waste 
disposal and garbage pickup,  agriculture, etc. 

https://www.investopedia.com/terms/h/humancapital.asp
https://www.investopedia.com/terms/f/financialinstitution.asp


infrastructure



infrastructure



Infrastructure



Various 
constituents of 
infrastructure

1) Energy

2) Transport

3) Communication

4) Social infrastructure



Energy



Energy



energy

2013



Energy usage 
in various 
sectors



Energy 
(Sources)

 1) Commercial source

 2) Non commercial source



Sources of 
commercial 
energy in India
1) Coal
2) Oil and Gas
3) Electricity 



Sources of 
commercial 
energy in India
1) Coal



Sources of 
commercial 
energy in India
2) Oil and Gas

https://www.youtube.com/watch?v=VBttz-0yXBE

https://www.youtube.com/watch?v=-yP4pSLpUpk (Bombay 

high oil extraction)

https://www.youtube.com/watch?v=-yP4pSLpUpk


Sources of 
commercial 
energy in India
2) Oil and Gas



Sources of 
commercial 
energy in India
2) Oil and Gas



Sources of 
commercial 
energy in India
3) electricity



commercial 
energy in India



Non-
commercial 
source of 
energy



Energy crisis



Energy crisis



Energy 
strategy



Energy 
strategy



Energy 
strategy



Energy 
strategy



Performance 
of Eight Core 
Infrastructure 
Sector



Transportation



Transportation

https://youtu.be/AsMZdyS4-XU video regarding Leh-manali

atal tunnel

https://youtu.be/AsMZdyS4-XU


Transportation



transportation



Transportation

Intermodal transportation is products and raw materials 
that are transported in a container by a variety of vehicles 
such as container ships, semi-trailer trucks, and trains.



Transportation



Transportation



Transportation



Road network

Total Km covered from 1951-2019

2019

1,42,126 km

176,166 km

561,940 km

41,30,000 km

5,89,000 km

3,20,768 km

59,20,000 km





Transportation 
(land)



Transportation



What is DFC

 Dedicated Freight Corridor (DFC) is a rail route created for freight 
(goods and commodity) transportation. Built in accordance with world-
class technology, DFC ensures faster transit, reduced logistics costs, 
higher energy efficiency and environment-friendly operations.

 Freight transportation plays a gigantic role in the Indian economy. 
Considering its mammoth contribution of 67 percent in railway revenue, the 
government has decided to integrate state-of-the-art technology and up-
scale the railway infrastructure via Dedicated Freight Corridors (DFC). The 
transformation will not only modernise rail infrastructure but will also enhance 
the freight capacity, thereby reducing the overall costs.

 By definition, Dedicated Freight Corridor (DFC) is a high-speed and high-
capacity railway corridor dedicated exclusively for freight movement. It is built 
to affirm a higher throughput per train and a more significant share in the 
freight market. Besides, a world-class infrastructure, DFC also ensures:

 • High energy efficiency

 • Reduced unit logistic cost

 • Faster transit

 • Employment generation

 • Real estate expansion

 • Environment-friendly operations

https://www.freepressjournal.in/analysis/indian-railways-a-

painful-chugging-aheadr-n-bhaskar (Problem faced by 

railway)

https://www.99acres.com/articles/industrial-corridors-set-to-expand-indias-connectivity-network.html
https://www.freepressjournal.in/analysis/indian-railways-a-painful-chugging-aheadr-n-bhaskar


transportation

passenger kilometer
A basic unit used by transport companies for calculating profit levels etc. It is calculated by dividing total distance travelled, in 
kilometers, in a given period, by the number of passengers.

Freight means goods transported in bulk by truck, train, 
ship, or aircraft.





Transportation
(pipeline 
transportation)



Transportation
(water)



Transportation
(water transport) 

Inland waterways include rivers, canals, backwaters and creeks which are deep enough to allow 

the ships and boats to navigate safely. India has 14,500 km of navigable waterways, contributing 

about 1% to the country’s transportation. At present, 3,700 km of major rivers are navigable 

by mechanised flat bottom vessels, out of which only 2,000 km are actually used. Cargo 

transportation in an organised manner is confined to a few waterways in Goa, West Bengal, 

Assam and Kerala. Indian Waterways Authority of India (IWAI) is the statutory authority in charge 

of the waterways in India. It does the function of building the necessary infrastructure in these 

waterways, surveying the economic feasibility of new projects and also administration and 

regulation.



Transportation
(water transport) 



Transportation
(Air transport) 



Transportation 
(Air transport)



Transportation



transportation



3) Communication

https://www.youtube.com/watch?v=2D2KXUjSBBA



communication

 Transmission of information is communication. If transport implies 
conveyance of goods, communication is conveyance of information. 

 For development of the economy, trade, industry, commerce-
communication is essential. 

 Transport and communication are interlinked, speedy communication 
will speed up transport and improvements in transport will speed up 
communication. 

 Major means of communication are postal services, telephone 
services, teleprinters, radio and television

 communication infrastructure refers to the backbone of the 
communications system upon which various broadcasting and 
telecommunication services are operated

 This can be built from copper cable, fiber, or wireless technologies 
utilizing the radio frequency spectrum, such as microwave and 
satellite. The infrastructure is the core component that connects 
upstream production, such as voice, data and audiovisual services, 
with downstream consumers.

 The ability to communicate with customers and suppliers, either by 
mail, by phone, or through other electronic media, is very important to 
the smooth operation of an international transaction. Two main 
communication means that are the most important for international 
business are mobile phones and Internet devices which are on the 
way to be fully integrated in the near future.



communication

 The nature of communication networks involve both physical
infrastructure (buildings, switches, towers, antennas, etc.)
and cyber infrastructure (routing and switching software,
operational support systems, user applications, etc.),
representing a holistic challenge to address the entire
physical-cyber infrastructure.

 Communication networks enable people around the world to
contact one another, access information instantly, and
communicate from remote areas. This involves creating a link
between a sender (including voice signals) and one or more
recipients using technology (e.g., a telephone system or the
Internet) to transmit information from one location to another.
Technologies are changing at a rapid pace, increasing the
number of products, services, service providers, and
communication options.

 The Communications Sector represents a large number of
facilities and sites that differ based on function,
size, operating principles, and security risks.



Quick, when was the last time 
you wrote an actual check to pay 
a bill? Or used a phone book to 
look up the number of a local 
business?
Odds are, every facet of life that 
once was extremely hands-on 
has been reduced to a series of 
keystrokes.

We send text messages 
populated with emojis to 
represent genuine emotions 
once expressed in words.
We go on meetings via Skype or 
zoom with a smartphone screen 
replacing a office table.
We use email, Slack or Facebook 
to notify a boss when we’re 
feeling too sick to come into 
work.

 Since the first desktop computers began reporting widespread 
sales in the early 1990s, personal communication has changed. We 
no longer interact with each other, or the outside world, in the 
same way.

 Consider a 2013 report in Harvard Business Review: When 
residential electricity and home telephones were first introduced, 
it took 30 years and 25 years, respectively, for each amenity to be 
embraced by 10% of U.S. households. Yet, when smartphones were 
first introduced in 2002, it took just 10 years for the handheld, 
portable technology to become a daily accessory for 40% of our 
population.

 Technology is a game-changer, no doubt. It has spurred 
groundbreaking developments in areas like research, healthcare 
and education.



Telecommunication

 Telecommunication is communication at a distance using 
electrical signals or electromagnetic 
waves. Examples of telecommunications systems are the 
telephone network, the radio broadcasting system, computer 
networks and the Internet.

 The telecommunication sector is made up of companies that make 
communication possible on a global scale, whether it is through 
the phone or the Internet, through airwaves or cables, through 
wires or wirelessly. These companies created the infrastructure 
that allows data in words, voice, audio or video to be sent 
anywhere in the world. The largest companies in the sector are 
telephone (both wired and wireless) operators, satellite 
companies, cable companies, and internet service providers.

https://www.investopedia.com/terms/i/isp.asp


Telecommunication

https://www.slideshare.net/vijayalakshmi27/telecom-industry-

in-india-43816126









The government  has 
promised broadband access 
in all villages by 2022, as it 
launched the ambitious 
National Broadband Mission 
entailing stakeholder 
investment of Rs 7 lakh 
crore in the coming years.

The mission will facilitate 
universal and equitable 
access to broadband 
services across the country, 
especially in rural and 
remote areas. 



telecommunic
ation



Recent 
development 
in 
telecommunic
ation sector

 Large no. of villages are now covered through wireless in local 
loop (WLL)

 National internet backbone(NIB) was commissioned



Postal services 
in india

 The Department of Posts (DoP), trading as India Post, is a 
government-operated postal system in India, which is a 
subsidiary of the Ministry of Communications. Generally 
called "the Post Office" in India, it is the most widely 
distributed postal system in the world.



Indian postal 
service



Social 
infrastructure

A) Health and family welfare-
sanitation, water supply, Balanced 
and nutritional diet, Medical care

B) Education: elementary, 
secondary, higher, technical 
education and adult education. 



4) Social 
Infrastructure

• Social infrastructure plays an important role in both the economic 
development of a nation and the development of society's quality of 
life. Social infrastructure enhances social wellbeing and furthers 
economic growth by providing basic services and facilities which allow 
businesses to develop and flourish.

• Types of social infrastructure include healthcare (hospitals), 
education (schools and universities), public facilities (community 
housing and prisons) and sanitation & Hygiene of the society.



1.Social infrastructure is the combination of basic facilities which are necessary for human 
development. Social infrastructure includes Education , Health, sanitation & Water supply.

2.Health is one of the major determinants of Labour productivity and efficiency.  Multinational health 
care companies not only focus on providing medicines but also for expanding economic 
opportunities through job creation, training, shaping public policy etc.,. The health care sector 
includes drug manufacturers, pharmaceuticals & biotechnology, hospitals , health technology & 
information providers.

3.National Health policy of India: It makes every state responsible for "raising the level of nutrition 
and the standard of living of its people and the improvement of public health as among its primary 
duties". The National Health Policy was endorsed by the Parliament of India in 1983 and 
updated in 2002, and then again updated in 2017.

4.Health expenditure per capita (US dollar) in India was last measured at 61.41 in 2013and the 
Total expenditure GDP in India is 4 %.

5.Better access to clean water, sanitation services and water management creates 
tremendous opportunity for the poor and is a progressive strategy for economic growth. 

Health and family welfare- sanitation and water supply, nutritional diet 

and medical care 



Water supply 
and sanitation



Social 
Campaigning 
in pandemic to
reduce the 
health risks. 



Department of 
AYUSH



AYUSH



Infrastructure 
Under Ayush



11th five year 
plan





Health services

1. National Health policy, 2002

2. National Rural health mission

3. National Urban Health mission

4. Health policies of government

5. Government programmes

6. Health insurance for unorganized workers.



National 
health policy 
2002

 Objective of National Health policy, 2002

1. Increase in life expectancy

2. Provision for more number of doctors and hospitals

3. Eradication of diseases

4. Decline in death rate

5. Greater care for female population



NRHM



NRHM



NUHM



NUHM



Health policies 
of Government
(provide efficient health 
service to the poor people of 
the country)



GOVT health 
policies



Govt health 
policy



Government 
programmes



Government 
programmes



Health 
insurance for 
unorganized 
workers

 Under this scheme, each worker in unorganized sector will be 
entitled to hospitalization for himself and his family members, 
costing upto Rs. 15000 per year in designated hospitals and clinics, 
wether public or private, recognized by the state board with at 
least 15 beds. 



Education
improves an 
individual's 
chances in 
life and helps 
to tackle 
poverty.



Ministry of 
EDUCATION

 Education plays a significant and remedial role in 
balancing the socio-economic fabric of the Country. Since 
citizens of India are its most valuable resource, our billion-
strong nation needs the nurture and care in the form of 
basic education to achieve a better quality of life. This 
warrants an all-round development of our citizens, which 
can be achieved by building strong foundations in 
education. In pursuance of this mission, the Ministry of 
Education (MoE) was created on September 26, 1985, 
through the 174th amendment to the Government of India 
(Allocation of Business) Rules, 1961. Currently, the MoE
works through two departments:

• Department of School Education & Literacy

• Department of Higher Education



Objective of 
Ministry of 
Education

 The main objectives of the Ministry would be:

• Formulating the National Policy on Education and to 
ensure that it is implemented in letter and spirit

• Planned development, including expanding access and 
improving quality of the educational institutions 
throughout the country, including in the regions where 
people do not have easy access to education.

• Paying special attention to disadvantaged groups like the 
poor, females and the minorities

• Provide financial help in the form of scholarships, loan 
subsidy, etc to deserving students from deprived sections 
of the society.

• Encouraging international cooperation in the field of 
education, including working closely with the UNESCO and 
foreign governments as well as Universities, to enhance 
the educational opportunities in the country.



Level of 
education in 
india



EDUCATION

1.Social infrastructure is the combination of basic facilities which 
are necessary for human development. Social infrastructure 
includes Education , Health, sanitation & Water supply.

2.Education in every sense is one of the fundamental factors of 
development. No country can achieve sustainable economic 
development without substantial investment in human capital. 
Education raises people’s productivity and creativity, promotes 
entrepreneurship, technological advances and generates 
individual income per capita. Knowledge accumulation 
influences a country’s trade performance and competitiveness.

3.India, with its huge population, India has world's third largest 
higher secondary education system with a number of institutions. 
The education sector in India is standing at $600 billion. India's 
literacy rate -52.2% (1991) to 74.04% ( 2012 )  The number of 
institutes offering higher education in India is 44,668. Of that, 
33,660 offer various degrees and the rest offers diplomas and 
has more than 1.4 million schools.

4. Total (% of GDP) in India was 3.79 in 2012 , 3.9 in 2013. The 
total amount of foreign direct investments (FDI) inflow into the 
education sector in India stood at US$ 1,171.10 million from April 
2000 to June 2015.

2020 literacy rate is 77.7%

https://image.slidesharecdn.com/socialinfrastructure-160307132121/95/social-infrastructure-5-638.jpg?cb=1457356980


Education



Education

Literacy rate in India in the year 2020: 77.7%



Infrastructure 
related to 
education

 1) Sarva siksha Abhiyaan / Right to education/RTE act 2009 updated              6 to 14 
years        2001 established

 National programmes for education of girls at elementary level- 2005

 Kasturba Gandhi Balika Vidyalaya- jul-2004- girls---S.C.S.T. , OBC– objective:---
Gender disparities still persist in rural areas and among disadvantaged 
communities. Looking at enrolment trends, there remain significant gaps in 
the enrollment of girls at the elementary level as compared to boys, 
especially at the upper primary levels. The objective of KGBV is to ensure 
that quality education is feasible and accessible to the girls of disadvantaged 
groups of society by setting up residential schools with boarding facilities at 
elementary level

 National programme of mid-day meals in school- launched in 15th aug 1995

 Rastriya madhyamic siksha abhiyan------MHRD----2009- improve secondary 
education

 Inclusive Education for the disable at secondary stage- 2009-10 (IEDSS) --- To 
enabled all students with disabilities, to pursue further four years of 
secondary schooling after completing eight years of elementary schooling in 
an inclusive and enabling environment

 Model school scheme----6000 model school VI – XII----2012---to enhance talent---to 
make children grow

 Saakshar bharat adult education-----literacy-----2009----any age-----basis 
education---read, write and comprehend

 Higher & Technical education----professional course----skill based

 Rastriya uchchatar sikhsha Abhiyaan----2013----funding---new university



Private vs. Public 
investment in infrastructure 
development



Why country 
need Private 
investment for 
infrastructure 
development?
?

 According to the survey, India needs to spend 7-8% of its 
gross domestic product (GDP) on infrastructure every year, 
which translates into an annual infrastructure investment of 
$200 billion. However, the country has been able to spend 
only about half the amount so far.

 The document calls for higher flow of private capital into 
infrastructure as the government can only spend up to a 
certain limit because of fiscal constraints.



Role of private 
investment in 
infrastructure 
development 
and prospects

Responsibility of providing 

infrastructure services was with 

the government for the 

following reasons

Heavy capital investment

Long gestation period

Low rates of return

Because of inefficiency 

and corruption of public 

sector as well as fiscal 

deficit problem of public, 

private investment is 

necessary in developing 

country ‘s infrastructure

Since 1991 government 

have given emphasis in 

the direction of creation 

of infrastructure through 

private capital

After 1991 

government has  

encouraged PPP 

model to have 

better risk sharing, 

accountability, 

cost recovery and 

management of 

infrastructure

Important steps by govt: 

• Govt. established IDFC

• Tax holiday for companies 

operating in infrastructure 

development

• Income tax exemption on 

dividends, capital gains on 

corporates involved in 

infrastructure



Infrastructure 
Sector: Recent 
Developments



Infrastructure 
Projects 
Completed 
during 
12th Five-Year 
Plan



Very important 
for Indian 
infrastructure 
topic

 https://www.civilsdaily.com/infrastructure-development-in-india/

 https://www.civilsdaily.com/infrastructure-sector-in-india-growth-
drivers-government-policy-initiatives/

https://www.civilsdaily.com/infrastructure-development-in-india/

