
 

 

Indian Agriculture 

 

1. Importance of Agriculture: 

 Agriculture plays an important role in Indian Economy. It is a way of life and continues to be 

the single most important livelihood of the masses. It accounts for about 58% employment 

in the country (census 2001).  

 Agriculture including allied activities accounted for 14.5 % of GDP in 2010-11. Share of 

agriculture in GDP has been continuously declining. Notwithstanding the declining trend it is 

critical from the income distribution point of view. 

 

2. Agriculture Growth: 

 During the period 1960-61 to 2010-11 , food grains production grew at a compound annual 

growth rate of 2%. 

 Eleventh Five Year Plan (2007-12) envisaged an agriculture growth rate of 4% per annum. 

Against this target, the actual growth rate per annum is being estimated at less 3.28%. This 

shortfall is due to the severe drought experienced in most parts of the country in 2009-10. 

 The growth rate in agriculture and allied sector in 2010-11 and 2011-12 are 7% (highest in six 

years) and 2.5% respectively.  

 The Twelfth Plan emphasizes the need to ‘redouble our efforts to ensure that 4.0 % average 

growth’ is achieved during the plan, if not more.    

 

 3. Agriculture Production: 

 For five consecutive years, from 2004-05 to 2008-09, the food grain production recorded an 

increasing trend. However, it declined to 218.11 million tonnes in 2009-10 due to severe 

drought conditions in various parts of the country. 

 The foodgrains production during 2011-12 is estimated at 250.42 million tonnes, which is an 

all time record. 

 Growth in the production of agricultural crops depends upon acreage and yield. Given the 

obvious limitations in expansion of agricultural land, long term growth primarily depends on 

improvement in yields.  

 During 1980-81 to 2011-12 growth rate in index of area of total coarse cereals was negative 

reflecting either shift to other crops or relatively dry area remaining fallow. However, during 

2000-01 to 2011-12 period the growth in production and yield improved significantly to 3.01 

% and 4.39 % respectively (from 0.40 % and 1.26 % respectively in the 1980s). This increase 

is mainly due to rise in production and yield of maize and bajra. It also reflects growing 

popularity of coarse cereals as nutri-food. 

 There has been improvement in annual growth in yield and area under oilseeds during 2000-

01 to 2011-12 as compared to the 1980s. India, however, still imports about 50 per cent of 

its requirement of edible oil.    

 

4. Increased Food consumption and prices 

 Reasons for increased demand for food 



 

 

 Increasing population 

 The rise in income levels  

 Change in tastes and preferences of people  

 

 The recent spurt in food prices was mainly driven by increase in prices of items like fruits 

and vegetables, milk, meat, poultry and fish, which account for approximately 70 per cent 

of the wholesale price index (WPI) basket for primary food items.  

 

5. Options for addressing supply-side constraints 

 

 Given the compositional shift in food basket of a common household and its impact on 

consumption demand, improved supply response is critical for ensuring price stability in food 

items. 

 Extension programmes and guidance to farmers regarding fertilizer and insecticide usage 

and alternate cropping pattern based on soil analysis could be undertaken and intensified. 

 As a strategy, regular imports of agricultural commodities in relatively smaller quantities 

with an upper ceiling on total quantity could be considered. The upper ceiling can be decided 

annually, relatively well in advance, after assessing the likely domestic situation in terms of 

production and consumption requirements. 

 Setting up special markets for specific crops in states/regions/areas producing those crops 

would facilitate supply of superior commodities to the consumers. 

 Mandi governance is an area of concern. A greater number of traders must be allowed as 

agents in the mandis. Anyone who gets better prices and terms outside the Agricultural 

Produce Marketing Committee (APMC) or at its farm gate should be allowed to do so 

 Perishables could be taken out of the ambit of the APMC Act. The recent episodes of 

inflation in vegetables and fruits have exposed  flaws in our supply chains. The government-

regulated mandis sometimes prevent retailers from integrating their enterprises with those 

of farmers. 

 Considering significant investment gaps in post-harvest infrastructure of agricultural 

produce, organised trade in agriculture should be encouraged and the FDI in multi-brand 

retail once implemented could be effectively leveraged towards this end. 

 Government should step up creation of modern storage facilities for food grains. 

 

5. Export and Import  

 India’s trade policy on agricultural items is guided by the twin objectives of ensuring food 

security and building export markets for enhancing the income of farmers, depending on 

domestic availability.  

 India is among 15 leading exporters of agricultural products in the world.  

 As per the International Trade Statistics 2011, published by the World Trade Organization 

(WTO), India’s agricultural exports amounted to US $ 23.2 billion with a 1.7 per cent share of 

world trade in agriculture in 2010.   

 India’s agricultural imports amounted to US $ 17.5 billion with a 1.2 per cent share of world 

trade in agriculture in 2010. 

 



 

 

The Nutrient Based Subsidy (NBS) 

 The ideal N(Nitrogen), P(Phosphorus) K(Potassium) ratio is 4:2:1 However, in Punjab, the 

ratio is around 23:6.7:1, leading to mounting deficiencies in micronutrients such as boron, 

zinc, molybdenum, iron and sulphur. This has dented farm productivity. In 1985-86, 1 kg of 

fertiliser yielded 17.8 kg of output, but in 2008-09, it was just 9.4 kg. 

 

 The nutrient based subsidy (NBS) scheme, introduced in April 2010, was meant to resolve 

these problems. Under the NBS scheme, subsidy will be provided on actual Nitrogen (N), 

phosphorous (P) and Potassic (K) content of different fertiliser products rather than a 

blanket subsidy on the whole fertiliser product irrespective of the nutrient status. The old 

system, the government felt, had encouraged excessive and unscientific use of nitrogenous 

fertiliser, notably urea and reduced the application of potassic and phosphatic fertiliser. This 

resulted in an imbalance in fertiliser usage and low soil fertility. 

 

National Food Security Mission (NFSM) 

 

 The NFSM, launched in 2007, is a crop development scheme of the Government of India that 

aims at additional production of 10, 8 and 2 million tonnes of rice, wheat, and pulses 

respectively by the end of 2011-12. 

 The mission has already achieved, a year in advance, 25 millions tonnes of additional 

production of food grains exceeding the target of 20 million tonnes of production set for the 

terminal year 2011-12, of the Eleventh Year Plan.  

 

Rashtriya Krishi Vikas Yojana 

 The RKVY was launched in 2007-08 with an outlay of Rs 25,000 crore in the Eleventh Plan for 

incentivizing states to enhance public investment to achieve 4 per cent growth rate in 

agriculture and allied sectors during the Eleventh Five Year Plan period. 

 The RKVY format permits taking up national priorities as sub-schemes, allowing the states 

flexibility in project selection and implementation. The sub-schemes include Bringing Green 

Revolution to Eastern Region; Integrated Development of 60,000 Pulses Villages in Rainfed 

Areas; Promotion of Oil Palm; Initiative on Vegetable Clusters; Nutri-cereals; National 

Mission for Protein Supplements ; Accelerated Fodder Development Programme; Rainfed 

Area Development Programme; and Saffron Mission. 

 

National Food Security Bill 

 The National Food Security Bill was introduced in the Lok Sabha on 22 December 2011. 

 It is proposed to provide 7 kg. of foodgrains per person per month belonging to priority 

households at prices not exceeding Rs 3 per kg of rice, Rs 2 per kg of wheat, and Rs 1 per kg 

of coarse grains and to general households not less than 3 kg of foodgrains per person per 

month at prices not exceeding 50 per cent of the MSP for wheat and coarse grains and 

derived MSP for rice. 

 It will benefit up to 75 per cent of rural population and up to 50 per cent of urban population 

(with at least 28 per cent belonging to priority households), besides providing nutritional 



 

 

support to women and children and meals to special groups such as destitute and homeless, 

emergency and disaster affected, and persons living in starvation.  

 Pregnant and lactating women will also be entitled to maternity benefit of Rs 1,000/per 

month for six months.  

 In case of non-supply of foodgrains or meals, entitled persons will be provided food security 

allowance by the concerned state/UT governments. 

    

 

Indian Industry 

 

1. Importance of Industry: 

 

 The share of industry in total employment increased from 16.2 per cent in 1999-2000 to 21.9 
per cent in 2009-10.However, the increase was largely on account of expansion of 
employment opportunities in the construction sector, from 17.5 million in 1999-2000 to 44.2 
million in 2009-10. 

 The share of industry, including construction, in GDP remained generally stable at around 28 
per cent in the post-reform period.  

 
2. Industrial Growth: 
 

 Industrial growth had reached 15.5 per cent in 2007-8 and then started decelerating. Initial 
deceleration in industrial growth was largely on account of the global economic meltdown.  

 There was, however, a recovery in industrial growth from 2.5 per cent in 2008-9 to 5.3 per 
cent in 2009-10 and 8.2 per cent in 2010-11.   

 

3. Foreign Direct Investment (FDI) 

 FDI, being a non-debt capital flow, is a leading source of external financing, especially for 
the developing economies. FDI brings in  
 capital  
 technical know-how  
 increases the competitiveness of the economy.  
 Supplements domestic investment, much required for sustaining the high growth rate of 

the country. 

 The current phase of FDI policy is characterized by negative listing, permitting FDI freely 
except in a few sectors indicated through a negative list.  

 Under the current policy regime, there are three broad entry options for foreign direct 
investors.  
 In a few sectors, FDI is not permitted (negative list);  
 in another small category of sectors, foreign investment is permitted only till a specified 

level of foreign equity participation; and  
 the third category, comprising all the other sectors, is where foreign investment up to 

100 per cent of equity participation is allowed. The third category has two subsets – one 
consisting of sectors where automatic approval is granted for FDI (often foreign equity 
participation less than 100 per cent) and the other consisting of sectors where prior 
approval from the Foreign Investment Approval Board (FIPB) is required. 

 



 

 

4. FDI  POLICY CHANGES-2011 

 FDI, up to 100% (to be reviewed after six months), would be permitted for brownfield 
investments (i.e. investments in existing companies), in the pharmaceuticals sector, under 
the Government approval route. 

 Effective January 10, 2012, Government liberalised the extant policy on FDI in single brand 
retail trading, in which FDI, up to 51% was permitted, subject to specified conditions, by 
allowing FDI, up to 100%, under the Government route, subject to the additional condition 
that, in respect of proposals involving FDI beyond 51%, mandatory sourcing of at least 30% 
of the value of products sold would have to be done from Indian ‘small industries/ village 
and cottage industries, artisans and craftsmen’. 

5. National Manufacturing Policy (NMP) 

 The government released the NMP on 4 November 2011 for bringing about a quantitative 
and qualitative change with the objectives to  

 increase manufacturing sector growth to 12-14 per cent over the medium term ;  
 enable manufacturing to contribute at least 25 per cent of GDP by 2022; 
 create 100 million additional jobs in the manufacturing sector by 2022; 
 create appropriate skill sets among the rural migrant and urban poor   for their 

easy absorption inmanufacturing;  
 increase domestic value addition and technological depth in manufacturing; and 
 enhance global competitiveness of Indian manufacturing. 

 

 The NMP, which is the first such dedicated policy measure for the manufacturing sector in 
the country, is expected to change the manufacturing landscape of the Indian economy 
through increased capital formation; industrial infrastructure of global standards; 
technology upgradation; creation of innovation and vocational skill development 
infrastructure; and industry, worker, and environment-friendly regulations. 

 

6. National investment and manufacturing zones (NIMZs) 

 NIMZs are envisaged as integrated industrial townships with world class physical and social 
infrastructure. 

 The NMP provides for the development of NIMZs as integrated industrial townships with 
state-of-the-art infrastructure and land use on the basis of zoning; clean and energy-efficient 
technology; necessary social infrastructure; and skill development facilities to provide a 
productive environment to persons transiting from the primary sector to the secondary and 
tertiary sectors. Key features of the proposed NIMZs are as follows: 
 
 The state government would be responsible for selection of suitable land having an area 

of 5,000 ha in size 
 At least 30 per cent of the total area proposed under NIMZs will be utilized for location 

of manufacturing units 
 An special purpose vehicle (SPV) will be constituted to discharge the affairs of the NIMZ 
 The state government would facilitate the provisioning of water, power connectivity, 

and other infrastructure and utilities linkages. 
 The central government will bear the cost of master planning and will improve/provide 

external physical infrastructure linkages to NIMZs including rail, road (national 
highways), airports, and telecommunications in a time-bound manner. 



 

 

 The central government will provide financial support in the form of viability gap   
funding (VGF) not exceeding 20 per cent of project costs. 

 Soft loans from multilateral financial institutions will be explored and the developers of 
NIMZs will be allowed to raise external commercial borrowings (ECBs) for developing 
internal infrastructure of the NIMZs. 

 

7. Cental Public-sector Enterprises (CPSEs) 

Policy developments for CPSEs mainly relate to increased delegation of financial and operational 
powers and revival of CPSEs.  

 There were altogether 248 CPSEs under the administrative control of various ministries/ 
departments as on 31 March 2011. Out of these, 220 were in operation and 28 were under 
construction. 

 With a view to delegating enhanced financial and operational powers to CPSEs, the 
government introduced the Navratna Scheme in July 1997. 

 In December 2010, the Government introduced the Maharatna Scheme enhancing financial 
delegation to CPSEs.  

 Coal India Limited and Neyveli Lignite Corporation Limited were conferred Maharatna and 
Navratna status respectively in 2011 and the number of CPSEs under these categories 
increased to 5 and 16 respectively. 

 

 

 



 

 

 

Services Sector 

 

 The services sector covers a wide range of activities from the most sophisticated information 

technology (IT) to simple services provided by the unorganized sector, such as the services of 

the barber and plumber.  

 National Accounts classification of the services sector incorporates trade, hotels, and 

restaurants; transport, storage, and communication; financing, insurance, real estate, and 

business services; and community, social, and personal services. 

 In World Trade Organization (WTO) and Reserve Bank of India (RBI) classifications, 

construction is also included. 

 Conventional wisdom suggests that during the early development phase of any country, 

expansion of output in manufactured goods precedes growth in the services sector. As a 

country progresses further manufacturing often takes a back seat, giving way to the services 

sector in terms of both output and employment, and manufacturing firms themselves become 

increasingly servicecentric in order to remain competitive. Some have argued that the decline 

in manufacturing and corresponding shift to services is unsupportable in the long run as 

services depend critically on manufacturing for their demand. Although this argument may be 

applicable for certain services such as retailing and transportation, it does not entirely hold for 

many other services. IT in particular has been a major force behind recent expansion in 

manufacturing rather than the other way round. While internationally, the conventional 

wisdom of development holds good, in the case of the India economy, it seems to have been 

turned upside down, with the services sector taking a substantial lead over manufacturing. 

 In 2010, the share of services in the US$63 trillion world gross domestic product (GDP) was 

nearly 68 per cent, as in 2001.  

 While countries like the UK, USA, and France have the highest share of services in GDP at 

above 78 per cent, India’s share of 57 per cent is much above that of China at 41.8 per 

cent. In 2010 compared to 2001, India is the topmost country in terms of increase in its 

services share in GDP (7 percentage points) followed by Spain and Canada (5.3 percentage 

points each), the UK (4.5 percentage points), and Italy (3.2 percentage points). 

 Despite the higher share of services in India’s GDP and China’s dominance in manufacturing 

over services, the hard fact, however, is that in terms of absolute value of services GDP and 

also in terms of growth of services, China is still ahead of India in 2010. 



 

 

 

Sustainable Development and Climate Change 
 

 India’s faster gross domestic product (GDP) growth over the last two decades has been 
unprecedented; but at the same time India’s rankings in terms of the human development 
index (HDI) as well as indices measuring environmental sustainability are yet to fully reflect 
this growth. 

 The 2009 State of the Environment Report by the Ministry of Envionment and Forests (MOEF) clubs 

the issues under five key challenges faced by India, which are climate change, food security, water 

security, energy security, and managing urbanization. 
 Climate change is impacting the natural ecosystems and is expected to have substantial adverse effects 

in India, mainly on agriculture on which around 58 per cent of the population depends for livelihood, 

water storage in the Himalayan glaciers which are the source of major rivers and groundwater recharge, 

sea-level rise, and threats to a long coastline and habitations.  
 Climate change will also cause increased frequency of extreme events such as storms, floods, and 

droughts. These in turn will impact India’s food & water security problems.  
 India also faces the critical challenge of meeting its rapidly growing energy demands. It currently 

depends on around 80 per cent imports for its crude oil requirements.  
 A large section of the rural population is still not connected to the grid or efficient modern cooking fuel 

sources. 
  India’s per capita energy consumption of 439 kg of oil equivalent is far below the world average of 

1688 kg.  
 The energy poverty of the household sector is indicated not only by the low penetration of electricity 

into the sector, but also by its primary dependence on traditional inefficient fuel for cooking and 

lighting. 
 India has made remarkable gains so far in sustainable development, as measured, for example, in three 

summary ‘outcome’ indicators.  
 One is life expectancy, where India has achieved a decade’s gain, which is a broad indicator of 

economic well-being with social justice.  
 There has also been a rise in forest cover despite the pressures on land use, which is a measure of 

environmental sustainability. Satellite data confirms that not only has India been able to control 

deforestation, but its forest cover has also been increasing between the 1990s and 2010. India is one of 

the few developing countries where forest cover has increased over the last 20 years and continues to 

increase, although a slight dip is reported in the latest data for 2011.  
 A third summary indicator is gains in literacy among younger women, an indicator of future 

generations’ well-being.  
  The economy transitioned from being mainly dependent on agriculture and manufacturing to a 

services-oriented one over the 1990s. The share of this sector in India’s GDP grew from approximately 

38 per cent in 1980-81 to 57.7 per cent in 2010-11. 
  A dedicated and independent Ministry of Environment and Forests has been functioning with 

increasing responsibilities since 1985. 
 The Ministry of Statistics and Programme Implementation has also initiated the process in 2010 of 

putting in place a green national accounting system (Green GDP), to more appropriately take into 

account the environmental costs of development and reflect the depletion of natural resources in 

generating national income. 



 

 

 

Human Development 
 

 The principal objective of development planning is human development and the 
attainment of higher standard of living for the people. This requires a more equitable 
distribution of development benefits and opportunities, better living environment and 
empowerment of the poor and marginalised. There is special need to empower 
women who can act as catalysts for change. In making the development process 
inclusive, the challenge is to formulate policies and programmes to bridge regional, 
social and economic disparities in as effective and sustainable a manner as possible. 

 
Demographic Dividend 
 

 India is passing through a phase of unprecedented demographic changes. These demographic 

changes are likely to contribute to a substantially increased labour force in the country. 

 The Census projection report shows that the proportion of working age population between 15 

and 59 years is likely to increase from approximately 58 per cent in 2001 to more than 64 per 

cent by 2021. In absolute numbers, there will be approximately 63.5 million new entrants to 

the working age group between 2011 and 2016.  

 Further, it is important to note that the bulk of this increase is likely to take place in the 

relatively younger age group of 20-35 years. Such a trend would make India one of the 

youngest nations in the world.  

 In 2020, the average Indian will be only 29 years old. Comparable figures for China and the 

US are 37, 45 for West Europe, and 48 for Japan.  

 This ‘demographic dividend’ provides India great opportunities, but it also poses a great 

challenge. It will benefit India only if our population is healthy, educated, and appropriately 

skilled. Therefore, greater focus on human and inclusive development is necessary to best 

utilize the demographic dividend.  

 
HUMAN AND GENDER DEVELOPMENT 
 

 The Human Development Report (HDR) published by the United Nations Development 

Programme (UNDP) estimates the HDI in terms of three basic capabilities: 

 

 to live a long and healthy life,  

 to be educated and knowledgeable, and 

 to enjoy a decent economic standard of living.  

 

 According toHDR 2011, the HDI for India was 0.547 in 2011 with an overall global ranking 

of 134(out of the 187countries) compared to 119 (out of 169 countries) as per HDR 2010. 

 India is still in the medium human development category with countries like China, SriLanka, 

Thailand, Philippines, Egypt, Indonesia, South Africa, and even Vietnam having better 

overall HDI ranking within the same category.  

 Life expectancy at birth in India was 65.4 years in 2011 as against 81.1 years in Norway, 81.9 

years in Australia, 74.9 years in Sri Lanka, 73.5 years in China, and the global average of 69.8 

years. However  it has increased by one percentage points from 64.4 in 2010 to 65.4 in 2011. 

 

  In terms of the gender inequality index (GII), India with a value of 0.617 ranks 129 out of a 

total of 187 countries as per HDR 2011. The GII captures the loss in achievement due to 

gender disparities in the areas of reproductive health, empowerment, and labour force 

participation with values ranging from 0 (perfect equality) to 1 (total inequality). 

 



 

 

 The GII value of 0.617 indicates a higher degree of gender discrimination in India compared 

to countries like China (0.209), Pakistan (0.573), Bangladesh (0.550), Bhutan (0.495), and Sri 

Lanka (0.419). It is even higher than the global average 0.492. 
 

POVERTY 
 

 The Planning Commission, the nodal agency for estimating the number and proportion of 

people living below the poverty line at national and state levels, separately for rural and urban 

areas.  

 It makes poverty estimates based on a large sample survey of household consumption 

expenditure carried out by the National Sample Survey Office (NSSO) approximately every 

five years. The methodology for estimation of poverty has been reviewed from time to time.  

 The Planning Commission constituted an Expert Group under the Chairmanship of Professor 

Suresh D. Tendulkar in December 2005, which submitted its report in December 2009. The 

recomputed poverty estimates for the years 1993-4 and 2004-5 as recommended by the 

Tendulkar Committee have been accepted by the PlanningCommission.  

 As per the Tendulkar Committee Report, the national poverty line at 2004-5 prices was a 

monthly per capita consumption expenditure of Rs. 446.68 in rural and Rs. 578.80 in urban 

areas in 2004-5. The above poverty lines which refer to the national average, vary from state 

to state because of price differentials.  

 The Tendulkar Committee has mentioned in its report that the proposed poverty lines have 

been validated by checking the adequacy of actual private expenditure per capita near the 

poverty lines on food, education, and health by comparing them with normative expenditures 

consistent with nutritional, educational, and health outcomes. In order to have a two-point 

comparison of changes in head count ratio, the Expert Group has re-estimated poverty for 

1993-94. Even though the Tendulkar methodology gives higher estimates of headcount 

ratios for both 1993-4 and 2004-5, the extent of poverty reduction is 8.1 percentage 

points which is not very different from the reduction of 8.5 percentage points during the 

same period as per Lakdawala Methodology.  

 According to HDR 2011, inequality in India for the period 2000-11 in terms of the income 

Gini coefficient was 36.8. India’s Gini index was more favourable than those of comparable 

countries like South Africa (57.8), Brazil (53.9), Thailand (53.6), Turkey (39.7), China (41.5), 

Sri Lanka (40.3), Malaysia (46.2), Vietnam (37.6), and even the USA (40.8), Hong Kong 

(43.4), Argentina (45.8), Israel (39.2), and Bulgaria (45.3) which are otherwise ranked very 

high in human development. 

 

 

Human Development: Inter-state comparisons 

  

 The unemployment rate (per 1000) according to usual status(adjusted) as per the NSS 66th 

round 2009-10 among the major states is lowest in  Rajasthan(4) and highest in Kerala(75) in 

rural areas and the lowest in Gujarat(18) and highest again in Kerala(73) and Bihar(73) in 

urban areas. 

 Health-wise, Kerala is the best performer and Madhya Pradesh the worst in terms of life 

 expectancy at birth(both male and female) during 2002-6. IMR in 2010 is also the lowest in 

Kerala and highest in Madhya Pradesh. Kerala has the lowest and Uttar Pradesh the highest 

birth rate in 2010, followed by Bihar and Madhya Pradesh. Odisha has the highest and 

interestingly West Bengal the lowest death rate. 

 In the area of education, Madhya Pradesh has the highest GER (6-13 years) in 2008-9 while 

Punjab has the lowest.  

 



 

 

 Pupil-teacher ratios in primary and middle/basic schools are the lowest in Himachal Pradesh 

and high in states like Bihar and Uttar Pradesh. 

 

 The state-wise estimates of poverty as recomputed by the Tendulkar Committee show that the 

highest poverty headcount ratios (PHRs) for 2004-5 exist in Odisha (57.2 per cent), followed 

by Bihar (54.4 per cent) and Chattisgarh (49.4 per cent) against the national average of 37.2 

per cent. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 
 

India and the Global Economy 
 

 The globalization of India has given rise to new opportunities but it has also brought with it new 

challenges and responsibilities. It means that the global economy can no longer be viewed from a 

spectator’s standpoint. What happens there has large implications for India. Every time there is a major 

financial crisis anywhere in the world, there is need to take brace position. And, in turn, the rise and fall 

of India’s growth rate has an impact on global growth and there is need for India to take this 

responsibility seriously. 

 

 There is an apprehension that the process of global economic recovery that began after the financial 

crisis of the 2008 is beginning to stall and the sovereign debt crisis in the eurozone area may persist for 

a while. There is an effort to build firewalls around these danger zones, but the world has little 

experiencewith this.  

 

 The predominant reason for the subdued growth in advanced economies at this juncture remains the 

sovereign debt crisis that started in the peripheral economies of the eurozone, but from the latter half of 

2011, started to adversely affect the major economies there, as well. the eurozone accounts for close to 

one-fifths of global GDP. 

 

 Volatility in capital flows resulting from the spillover effects of monetary policy choices and other 

uncertainties in the advanced financial markets further impacted exchange rates and made the task of 

macroeconomic management difficult in many emerging economies. This has brought out a new 

dimension of globalization in the post financial crisis world, where easy monetary policy in one set of 

countries may result in inflation elsewhere due to cross-border capital flows. 

 

GLOBAL ECONOMY AND THE SHIFTING BALANCE 
 

 Over the last 20 years sustained growth of a number of large emerging economies, especially the 

BRICS economies, has resulted in an increase in their share in the global GDP As a consequence, the 

value addition in the world economy has been moving away from advanced countries towards what 

have been termed emerging economies. The decline in share is particularly marked in the case of the 

EU. The shift towards Asia has been significant and, within Asia, away from Japan to China and India. 

 

 The fivefold increase in share of China in the global GDP has placed it as the second largest economy 

in the world. The increase in share of India, though less dramatic, is nevertheless of an order that places 

her as the fourth largest economy in PPP terms 

 

 The share of India in global merchandise exports increased from about 0.5 per cent in 1990 to 1.5 per 

cent in 2010. Yet India’s share remains miniscule and it ranks 19th in the global order of exporting 

countries. 

 

 Even in service exports, the high income countries have witnessed a declining share but they continue 

to account for an overwhelming 79 per cent of global service exports. While India, by virtue of its 

information technology (IT) industry, has seen its share of service exports rise to 3.3 per cent, China 

has moved in from behind and now accounts for 4.5 per cent 

 

 Demographics play a critical role in shaping the size of the labour force and economic productivity 

and demographic structure has a bearing on economic growth. 

 

 As per the UN Population Division, of the 6.9 billion global population in 2010, 214 million or 3.1 per 

cent were international migrants. What is not so well known is the fact that South-South migration is 

also becoming important. 

 

 Without international migration, the workingage population (persons in age group 20-64 years as per 

UN classification) in the developed countries would decline by 77 million or about 11 per cent of the 



 

 

population in that age group. This could increase the dependence of the developed countries on 

international migrants or on outsourcing of work. 

 

 


