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We are pleased to present the book on “Business Economics – V” at the T.Y.B.Com
Semester – V, University of Mumbai with effect from the Academic Year 2018-19. This book
is designated to enable the students to understand the subject with its deepness. The book will
also cater to the needs of all those desiring to make a mark in the field of Business Economics.

The work in the present book is very simple presentation of the facts and figures based
on knowledge and learning. In writing the book special care has been take to avoid gaps in the
sequential arrangement of topics in the syllabus and logically developed various economic
facts with the integrated approach by keeping in mind an interest of the students and readers.

This book is also useful for students appearing for the professional and competitive
examinations. As a teacher of Business Economics author would like to give advice to the
students that this subject should be studied carefully with the deep understanding of each and
every sub chapter of the book.

The present book has strong capacity to understand the terminologies and concepts given
in the syllabus with the latest data statistics. The book is written in a very simple and lucid
manner to understand with simplicity. At the time of preparing of this book the author has
taken various references from the renowned authors and publications to which the author is
acknowledging his gratitude to all of them.

We take this opportunity to express our deep sense of gratitude to thank Hon. Mr.
Pandey Sir, Director, Himalaya Publishing House, Mumbai. We also offer my sincere thanks
to Mr. Srivastava Sir and the entire team for bringing the book in time.

Any suggestions from the faculties of Economics and Business Economics as well as
readers and the students are welcome to improve the further editions of the book.

June, 2018 Dr. Gaikar Vilas Bhau
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MACRO ECONOMIC
OVERVIEW OF INDIA

Chapter
1

OVERVIEW OF THE NEW ECONOMIC POLICY 1991
The New Economic Policy 1991 has been adopted under which far-reaching structural reforms

have been initiated to lift excess direct controls and regulations on industries and to ensure a free
market-oriented economic system. The1 year 1991 is an important landmark in the economic history
of post-Independent India. The country went through a severe economic crisis triggered by a serious
Balance of Payments situation. The crisis was converted into an opportunity to introduce some
fundamental changes in the content and approach to economic policy.

The response to the crisis was to put in place a set of policies aimed at stabilisation and structural
reform. While the stabilisation policies were aimed at correcting the weaknesses that had developed
on the fiscal and the Balance of Payments fronts, the structural reforms sought to remove the rigidities
that had entered into the various segments of the Indian economy. Former Prime Minister Manmohan
Singh is considered to be the father of New Economic Policy of India.

MAIN OBJECTIVES OF THE NEW ECONOMIC POLICY (NEP)
1991

THE main objectives of the New Economic Policy (NEP) 1991 are stated as follows:

1. The main objective was to plunge Indian economy into the arena of Globalisation and to
give it a new thrust on market orientation.

2. The NEP intended to bring down the rate of inflation and to remove imbalances in payment.
3. It intended to move towards higher economic growth rate and to build sufficient foreign

exchange reserves.
4. It wanted to achieve economic stabilisation and to convert the economic into a market

economy by removing all kinds of unnecessary restrictions.
5. It wanted to permit the international flow of goods, services, capital, human resources and

technology, without many restrictions.
6. It wanted to increase the participation of private players in all the sectors of the economy.

That is why, the reserved numbers of sectors for government were reduced to 3 as of now.

1 Misra, S.K. and Puri, V.K. (2017): Indian Economy, Himalaya Publishing House, Mumbai.
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Beginning with mid-1991, the government has made some radical changes in its policies bearing
on trade, foreign investment exchange rate, industry, fiscal discipline, etc. The various elements, when
put together, constitute an economic policy which marks a big departure from what has gone before.

The thrust of the New Economic Policy has been towards creating a more competitive
environment in the economy as a means to improving the productivity and efficiency of the system.
This was to be achieved by removing the barriers to entry and the restrictions on the growth of firms.

MAIN MEASURES ADOPTED IN THE NEW ECONOMIC POLICY
Due to various controls, the economy became defective. The entrepreneurs were unwilling to

establish new industries (because laws like MRTP Act, 1969 demotivated entrepreneurs). Corruption,
undue delays and inefficiency rose due to these controls. Rate of economic growth of the economy
came down. So, in such a scenario, economic reforms2 were introduced to reduce the restrictions
imposed on the economy.

BRANCHES OF NEW ECONOMIC POLICY

NEW ECONOMIC POLICY

LIBERALISATION PRIVATISATION GLOBALISATION

Following steps were taken under the Liberalisation3 measure:

1. Free determination of interest rate by the commercial bank: Under the policy of
liberalisation, interest rate of the banking system will not be determined by RBI rather all
commercial banks are independent to determine the rate of interest.

2. Increase in the investment limit for the small-scale industries (SSIs): Investment limit of
the small-scale industries has been raised to ` 1 crore. So, these companies can upgrade their
machinery and improve their efficiency.

3. Freedom to import capital goods: Indian industries will be free to buy machines and raw
materials from foreign countries to do their holistic development.

4. Freedom for expansion and production to industries: In this new liberalised era, now, the
industries are free to diversify their production capacities and reduce the cost of production.
Earlier, government used to fix the maximum limit of production capacity. No industry
could produce beyond that limit. Now, the industries are free to decide their production by
their own on the basis of the requirement of the markets.

5. Abolition of restrictive trade practices: According to Monopolies and Restrictive Trade
Practices (MRTP) Act, 1969, all those companies having assets worth ` 100 crore or more
were called MRTP firms and were subjected to several restrictions. Now, these firms do not
have to obtain prior approval of the government for taking investment decision.

2 Misra, S.K. and Puri, V.K. (2017): Indian Economy, Himalaya Publishing House, Mumbai.

3 Bala, N. (2007): Economic Reforms and Growth of Small-scale Industries, Deep and Deep Publications Pvt. Ltd., New Delhi.
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(a) Liberalisation:
Removal of Industrial Licensing and Registration: Previously, private sector had to
obtain license from government for starting a new venture. In this policy, private sector
has been freed from licensing and other restrictions.
Industrial licensing is necessary for the following industries:
(i) Liquor,

(ii) Cigarette,
(iii) Defence equipment,
(iv) Industrial explosives,
(v) Drugs, and

(vi) Hazardous chemicals.
(b) Privatisation: Simply speaking, privatisation means permitting the private sector to set

up industries which were previously reserved for the public sector. Under this policy,
many PSUs were sold to private sector. Literally speaking, privatisation is the process of
involving the private sector in the ownership of Public Sector Units (PSUs).

STEPS TAKEN FOR PRIVATISATION
The following steps are taken for privatisation:

1. Sale of shares of PSUs: Indian Government started selling shares of PSUs to public and
financial institutions, e.g., Government sold shares of Maruti Udyog Ltd. Now, the private
sector will acquire ownership of these PSUs. The share of private sector has increased from
45 per cent to 55 per cent.

2. Disinvestment in PSUs: The Government has started the process of disinvestment in those
PSUs which had been running into loss. It means that Government has been selling out these
industries to the private sector. Government has sold enterprises worth ` 30,000 crores to the
private sector.

3. Minimisation of public sector: Previously, public sector was given the importance with a
view to help in industralisation and removal of poverty. But these PSUs could not able to
achieve this objective and policy of contraction of PSUs was followed under new economic
reforms. Number of industries reserved for public sector was reduced from 17 to 3.

(a) Transport and railway
(b) Mining of atomic minerals
(c) Atomic energy

4. Globalisation: Literally speaking, Globalisation means to make global or worldwide,
otherwise taking into consideration the whole world. Broadly speaking, Globalisation means
the interaction of the domestic economy with the rest of the world with regard to foreign
investment, trade, production and financial matters.
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STEPS TAKEN FOR GLOBALISATION
Following steps are taken for Globalisation:

1. Reduction in tariffs: Custom duties and tariffs imposed on imports and exports are reduced
gradually just to make India economy attractive to the global investors.

2. Long-term trade policy: Forcing trade policy was enforced for longer duration.
Main features of the policy are:

(a) Liberal policy.
(b) All controls on foreign trade have been removed.
(c) Open competition has been encouraged.

3. Partial convertibility of Indian currency: Partial convertibility can be defined as to
convert Indian currency (up to specific extent) in the currency of other countries. So that the
flow of foreign investment in terms of Foreign Institutional Investment (FII) and foreign
Direct Investment (FDI) can be made.
This convertibility stood valid for the following transactions:

(a) Remittances to meet family expenses
(b) Payment of interest
(c) Import and export of goods and services.

4. Increase in equity limit of foreign investment: Equity limit of foreign capital investment
has been raised from 40 per cent to 100 per cent. In 47 high priority industries, foreign direct
investment (FDI) to the extent of 100 per cent will be allowed without any restriction. In this
regard, Foreign Exchange Management Act (FEMA) will be enforced. If the Indian
economy is shining at the world map currently, its sole attribution goes to the
implementation of the New Economic Policy in 1991.

ROLE OF SOCIAL INFRASTRUCTURE WITH REFERENCE TO
EDUCATION, HEALTH AND FAMILY WELFARE

“Social infrastructure is the interdependent mix of facilities, places, spaces, programmes, projects,
services and networks that maintain and improve the standard of living and quality of life in a
community.”

Economic development depends not only on economic infrastructure like a well-developed
transport and communication network or the extension of irrigation facilities in dry areas but also on
social infrastructure. In a broad sense, economic development depends on expansion of not only
society’s production capacity but also on social and economic opportunities.

Therefore, not only economic infrastructure but also human capabilities play a central role in
economic development. Human capabilities depend on basic education, health services, ownership
patterns, social stratifications, gender relations and the opportunity of social cooperation.
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Types of Social Infrastructure
1. Hard infrastructure: Health facilities and centres, education facilities, recreation grounds,

police stations, fire and emergency service buildings, art and cultural facilities, and other
community facilities

2. Soft infrastructure: Programs, resources, services, and community and cultural
development.

Need to Provide Social Infrastructure
(a) Encourage social inclusion
(b) Support diverse communities
(c) Create sustainable communities
(d) Improve health and well-being
(e) Access to facilities, services and programmes
(f) Support a growing population
(g) Assist economic development

SUSTAINABLE DEVELOPMENT GOALS AND POLICY
MEASURES: MAKE IN INDIA, INVEST IN INDIA, AND SKILL
DEVELOPMENT AND TRAINING PROGRAMMES

The Sustainable Development Goals (SDGs)4 are a collection of 17 global goals set by the
United Nations. The broad goals are interrelated though each has its own targets to achieve. The total
number of targets is 169. The SDGs cover a broad range of social and economic development issues.
These include poverty, hunger, health, education, climate change, gender equality, water, sanitation,
energy, urbanisation, environment and social justice.

The SDGs are also known as “Transforming Our World: the 2030 Agenda for Sustainable
Development” or 2030 Agenda in short. They are also known as the Global Goals for Sustainable
Development.

The goals were developed to replace the Millennium Development Goals (MDGs) which ended
in 2015. Unlike the MDGs, the SDG framework does not distinguish between “developed” and
“developing” nations. Instead, the goals apply to all countries.

Paragraph 54 of United Nations General Assembly Resolution A/RES/70/1 of 25th September,
2015 contains the goals and targets. The UN-led process involved its 193 Member States and global
civil society. The resolution is a broad intergovernmental agreement that acts as the Post-2015
Development Agenda.

The SDGs build on the principles agreed upon in Resolution A/RES/66/288, entitled “The Future
We Want”. This was a non-binding document released as a result of Rio+20 Conference held in 2012.

4 United Nations Development Programme, 2018
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Following are the Sustainable Development Goals:

1. Goal 1: No Poverty: “End poverty in all its forms everywhere.”
Extreme poverty has been cut by more than half since 1990. Still, more than 1 in 5 people
live on less than the target figure of US$1.25 per day. That target may not be adequate for
human subsistence. However, it may be necessary to raise the poverty line figure to as high
as $5 per day. Poverty is more than the lack of income or resources. People live in poverty if
they lack basic services such as healthcare, security and education. They also experience
hunger, social discrimination and exclusion from decision-making processes. Children make
up the majority – more than half – of those living in extreme poverty. In 2013, an estimated
385 million children lived on less than US$1.90 per day. Still, these figures are unreliable
due to huge gaps in data on the status of children worldwide. On an average, 97 per cent of
countries have insufficient data to determine the state of impoverished children and make
projections towards SDG Goal 1, and 63 per cent of countries have no data on child poverty
at all.

2. Goal 2: Zero Hunger: “End hunger, achieve food security and improved nutrition and
promote sustainable agriculture”.
Goal 2 targets state that, by 2030, we should end hunger and all forms of malnutrition. This
would be accomplished by doubling agricultural productivity and incomes of small-scale
food producers (especially women and indigenous people), ensuring sustainable food
production systems and progressively improving land and soil quality. Agriculture is the
single largest employer in the world, providing livelihoods for 40 per cent of the global
population. It is the largest source of income for poor rural households. Women make up
about 43 per cent of the agricultural labour force in developing countries, and over 50 per
cent in parts of Asia and Africa. However, women own only 20 per cent of the land.
Other targets deal with maintaining genetic diversity of seeds, increasing access to land,
preventing trade restriction and distortions in world agricultural markets to limit extreme
food price volatility, eliminating waste with help from the International Food Waste
Coalition, and ending malnutrition and undernutrition of children.
Globally, 1 in 9 people are undernourished, the vast majority of whom live in developing
countries. Undernutrition causes wasting or severe wasting of 52 million children worldwide
and contributes to nearly half (45 per cent) of deaths in children under five – 3.1 million
children per year. Chronic malnutrition, which affects an estimated 155 million children
worldwide, also stunts children’s brain and physical growth and puts them at further risk of
death, disease and success as adults. As of 2017, only 26 of 202 UN member countries are
on track to meet the SDG target to eliminate undernourishment and malnourishment, while
20 per cent have made no progress at all and nearly 70 per cent have no or insufficient data
to determine their progress. A report by the International Food Policy Research Institute
(IFPRI) of 2013 stated that the emphasis of the SDGs should not be on ending poverty by
2030, but on eliminating hunger and undernutrition by 2025. The assertion is based on an
analysis of experiences in China, Vietnam, Brazil and Thailand. Three pathways to achieve
this were identified: (1) agriculture-led; (2) social protection- and nutrition intervention-led;
or (3) a combination of both of these approaches.
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3. Goal 3: Good Health and Well-being for People: “Ensure healthy lives and promote
well-being for all at all ages.”
Significant strides have been made in increasing life expectancy and reducing some of the
common killers associated with child and maternal mortality. Between 2000 and 2016, the
worldwide under-five mortality rate decreased by 47 per cent (from 78 deaths per 1,000 live
births to 41 deaths per 1,000 live births). Still, the number of children dying under age 5 is
extremely high: 5.6 million died in 2016 alone. Newborns account for a growing number of
these deaths, and poorer children are at the greatest risk of under-five mortality due to a
number of factors. SDG Goal 3 aims reduce under-five mortality to at least as low as 25 per
1,000 live births. But if current trends continue, more than 60 countries will miss the SDG
neonatal mortality target for 2030. About half of these countries would not reach the target
even by 2050.
Goal 3 also aims to reduce maternal mortality to less than 70 deaths per 100,000 live births.
Though the maternal mortality ratio declined by 37 per cent between 2000 and 2015, there
were approximately 303,000 maternal deaths worldwide in 2015, most from preventable
causes. In 2015, maternal health conditions were also the leading cause of death among girls
aged 15-19. Data for girls of greatest concern — those aged between 10-14 is currently
unavailable. Key strategies for meeting SDG Goal 3 will be to reduce adolescent pregnancy
(which is strongly linked to gender equality), provide better data for all women and girls,
and achieve universal coverage of skilled birth attendants.
Similarly, progress has been made on increasing access to clean water and sanitation and
reducing malaria, tuberculosis, polio and the spread of HIV/AIDS. From 2000-16, new HIV
infections declined by 66 per cent for children under 15, and by 45 per cent among
adolescents aged 15-19. However, current trends mean 1/4th of countries still will not meet
the SDG target to end AIDS among children under five and 3/4th will not meet the target to
end AIDS among adolescents. Additionally, only half of women in developing countries
have received the healthcare they need, and the need for family planning is increasing
exponentially as the population grows. While needs are being addressed gradually, more
than 225 million women have an unmet need for contraception.
Goal 3 aims to achieve universal health coverage to include access to essential medicines
and vaccines. By 2030, it proposes to end preventable death of newborns and children under
five and end epidemics such as AIDS, tuberculosis, malaria and water-borne diseases. For
example, 2016 rates for the third dose of the pertussis vaccine (DTP3) and the first dose of
the measles vaccine (MCV1) reached 86 per cent and 85 per cent respectively, yet about 20
million children did not receive DTP3 and about 21 million did not receive MCV1. Around
2 in 5 countries will need to accelerate progress in order to reach SDG targets for
immunisation.
Attention to health and well-being also includes targets related to the prevention and
treatment of substance abuse, deaths and injuries from traffic incidents and from hazardous
chemicals and air, water and soil pollution and contamination.

4. Goal 4: Quality Education: “Ensure inclusive and equitable quality education and
promote lifelong learning opportunities for all.”
Major progress has been made in access to education, specifically at the primary school level,
for both boys and girls. Still, at least 22 million children will miss out on pre-primary
education unless the rate of progress doubles in 43 countries.
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Access does not always mean quality of education or completion of primary school. 103
million youth worldwide still lack basic literacy skills, and more than 60 per cent of those
are women. More than half of children failed to meet minimum math proficiency standards
at the end of primary school in 1 in 4 countries, and at the lower secondary level in 1 in 3
countries. Target 1 of Goal 4 is to ensure that, by 2030, all girls and boys complete free,
equitable, and quality primary and secondary education.
Additionally, progress is difficult to track. 3/4 of countries have no or insufficient data to
track progress towards SDG Goal 4 targets for learning outcomes (target 1), early childhood
education (target 2) and effective learning environments. Data on learning outcomes and
pre-primary school are particularly scarce – 70 per cent and 40 per cent of countries lack
adequate data for these targets respectively. This makes it hard to analyse and identify the
children at greatest risk of being left behind.

5. Goal 5: Gender Equality: “Achieve gender equality and empower all women and
girls.”
According to the UN, “gender equality is not only a fundamental human right, but a
necessary foundation for a peaceful, prosperous and sustainable world.” Providing women
and girls with equal access to education, healthcare, decent work, and representation in
political and economic decision-making processes will fuel sustainable economies and
benefit societies and humanity at large. A record 143 countries guaranteed equality between
men and women in their Constitutions as of 2014. However, another 52 had not taken this
step. In many nations, gender discrimination is still woven into the fabric of legal systems
and social norms. Even though SDG5 is a stand-alone goal, other SDGs can only be
achieved if the needs of women receive the same attention as the needs of men. Issues
unique to women and girls include traditional practices against all women and girls in the
public and private spheres, such as female genital mutilation.
Child marriage has declined over the past decades, yet there is no region that is currently on
track to eliminate the practice and reach SDG targets by 2030. If current trends continue,
between 2017 and 2030, 150 million girls will be married before they turn 18. Though child
marriages are four times higher among the poorest than the wealthiest in the world, most
countries need to accelerate progress among both groups in order to reach the SDG Goal 5
target to eliminate child marriage by 2030.
Achieving gender equality will require enforceable legislation that promotes empowerment
of all women and girls and requires secondary education for all girls. The targets call for an
end to gender discrimination and empowering women and girls through technology. Some
have advocated for “listening to girls”. The assertion is that the SDGs can deliver
transformative change for girls only if girls are consulted. Their priorities and needs must be
taken into account. Girls should be viewed not as beneficiaries of change, but as agents of
change. Engaging women and girls in the implementation of the SDGs is crucial.
The World Pensions Council (WPC) has insisted on the transformational role gender-diverse
boards can play in that regard, predicting that 2018 could be a pivotal year, as “more than
ever before, many UK and European Union pension trustees speak enthusiastically about
flexing their fiduciary muscles for the UN’s Sustainable Development Goals, including
SDG5, and to achieve gender equality and empower all women and girls.”
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6. Goal 6: Clean Water and Sanitation: “Ensure availability and sustainable management
of water and sanitation for all.”
The Sustainable Development Goal Number 6 (SDG6) has 8 targets and 11 indicators that
will be used to monitor progress toward the targets. Most are to be achieved by the year
2030. One is targeted for 2020.
The first three targets relate to drinking water supply and sanitation. Worldwide, 6 out of 10
people lack safely managed sanitation services and 3 out of 10 lack safely managed water
services. Safe drinking water and hygienic toilets protect people from disease and enable
societies to be more productive economically. Attending school and work without disruption
is critical to successful education and successful employment. Therefore, toilets in schools
and workplaces are specifically mentioned as a target to measure. “Equitable sanitation” is
called for and calls for addressing the specific needs of women and girls and those in
vulnerable situations, such as the elderly or people with disabilities. Water sources are better
preserved if open defecation is ended and sustainable sanitation systems are implemented.
Ending open defecation will require provision of toilets and sanitation for 2.6 billion people
as well as behavioural change of the users. This will require cooperation between
governments, civil society and the private sector.
The main indicator for the sanitation target is the “Proportion of population using safely
managed sanitation services, including a handwashing facility with soap and water”.
However, as of 2017, 2/3rd of countries lacked baseline estimates for SDG indicators on
handwashing, safely managed drinking water and sanitation services. From those that were
available, the Joint Monitoring Programme (JMP) found that 4.5 billion people currently do
not have safely managed sanitation. If we are to meet SDG targets for sanitation by 2030,
nearly 1/3rd of countries will need to accelerate progress to end open defecation including
Brazil, China, Ethiopia, India, Indonesia, Nigeria and Pakistan.
The Sustainable Sanitation Alliance (SuSanA) has made it its mission to achieve SDG6.
SuSanA’s position is that the SDGs are highly interdependent. Therefore, the provision of
clean water and sanitation for all is a precursor to achieving many of the other SDGs.

7. Goal 7: Affordable and Clean Energy: “Ensure access to affordable, reliable,
sustainable and modern energy for all.”
Targets for 2030 include access to affordable and reliable energy while increasing the share
of renewable energy in the global energy mix. This would involve improving energy
efficiency and enhancing international cooperation to facilitate more open access to clean
energy technology and more investment in clean energy infrastructure. Plans call for
particular attention to infrastructure support for the least developed countries, small islands
and land-locked developing countries.
As of 2017, only 57 per cent of the global population relies primarily on clean fuels and
technology, falling short of the 95 per cent target.

8. Goal 8: Decent Work and Economic Growth: “Promote sustained, inclusive and
sustainable economic growth, full and productive employment and decent work for all.”
World Pensions Council (WPC) development economists have argued that the twin
considerations of long-term economic growth and infrastructure investment were not
prioritised enough. Being prioritised as number 8 and number 9 respectively was considered
a rather “mediocre ranking and defies common sense”.
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Attaining at least 7 per cent gross domestic product (GDP) annually in the least developed
countries is the economic target. Achieving higher productivity will require diversity and
upgraded technology along with innovation, entrepreneurship and the growth of small- and
medium-sized enterprises (SMEs). Some targets are for 2030; others are for 2020. By 2020,
the target is to reduce youth unemployment and operationalise a global strategy for youth
employment. Implementing the Global Jobs Pact of the International Labour Organisation is
also mentioned.
By 2030, the target is to establish policies for sustainable tourism that will create jobs.
Strengthening domestic financial institutions and increasing Aid for Trade support for
developing countries is considered essential to economic growth. The Enhanced Integrated
Framework for Trade-Related Technical Assistance to Least Developed Countries is
mentioned as a method for achieving sustainable economic growth.

9. Goal 9: Industry, Innovation and Infrastructure: “Build resilient infrastructure,
promote inclusive and sustainable industrialisation and foster innovation”.
Manufacturing is a major source of employment. In 2016, the least developed countries had
less “manufacturing value-added per capita”. The figure for Europe and North America
amounted to US$4,621 compared to about $100 in the least developed countries. The
manufacturing of high products contributes 80 per cent to total manufacturing output in
industrialised economies and barely 10 per cent in the least developed countries.
Mobile-cellular signal coverage has improved a great deal. In previously “unconnected”
areas of the globe, 85 per cent of people live in covered areas. Planet-wide, 95 per cent of
the population is covered.

10. Goal 10: Reduced Inequalities: “Reduce income inequality within and among
countries.”
One target is to reduce the cost of exporting goods from least developed countries. “Duty-
free treatment” has been expanded. As of 2015, 65 per cent of products coming from the
least developed countries were duty-free, as compared to 41 per cent in 2005.
The target of 3 per cent was established as the cost international migrant workers would pay
to send money home (known as remittances). However, post offices and money transfer
companies charge 6 per cent of the amount remitted. Worse, commercial banks charge 11
per cent. Prepaid cards and mobile money companies charge 24 per cent but those services
were not widely available as of 2017 in typical “remittance corridors.”

11. Goal 11: Sustainable Cities and Communities: “Make cities and human settlements
inclusive, safe, resilient and sustainable.”
The target for 2030 is to ensure access to safe and affordable housing. The indicator named
to measure progress toward this target is the proportion of urban population living in slums
or informal settlements. Between 2000 and 2014, the proportion fell from 39 per cent to 30
per cent. However, the absolute number of people living in slums went from 792 million in
2000 to an estimated 880 million in 2014. Movement from rural to urban areas has
accelerated as the population has grown and better housing alternatives are available.

12. Goal 12: Responsible Consumption and Production: “Ensure sustainable consumption
and production patterns.”
Using eco-friendly production methods and reducing the amount of waste we generate are
targets of Goal 12. By 2030, national recycling rates should increase, as measured in tonnes



Macro Economic Overview of India 11

of material recycled. Further, companies should adopt sustainable practices and publish
sustainability reports.

13. Goal 13: Climate Action: “Take urgent action to combat climate change and its
impacts by regulating emissions and promoting developments in renewable energy.”
The UN discussions and negotiations identified the links between the post-2015 SDG
process and the Financing for Development process that concluded in Addis Ababa in July
2015 and the COP21 Climate Change conference in Paris in December 2015.
In May 2015, a report concluded that only a very ambitious climate deal in Paris in 2015
could enable countries to reach the sustainable development goals and targets. The report
also states that tackling climate change will only be possible if the SDGs are met. Further,
economic development and climate are inextricably linked, particularly around poverty,
gender equality and energy. The UN encourages the public sector to take initiative in this
effort to minimise negative impacts on the environment.
This renewed emphasis on climate change mitigation was made possible by the partial Sino-
American convergence that developed in 2015-16, notably at the UN COP21 summit (Paris)
and ensuing G20 conference (Hangzhou).
As one of the most vulnerable regions to the unprecedented effects of climate change, the
Asia-Pacific region needs more Public-Private Partnerships (PPPs) to successfully
implement its sustainable development initiatives.

14. Goal 14: Life Below Water: “Conserve and sustainably use the oceans, seas and marine
resources for sustainable development.”
Oceans cover 71 per cent of the earth’s surface. They are essential for making the planet
livable. Rainwater, drinking water and climate are all regulated by ocean temperatures and
currents. Over 3 billion people depend on marine life for their livelihood. Oceans absorb 30
per cent of all carbon dioxide produced by humans.
The oceans contain more than 200,000 identified species, and there might be thousands of
species that are yet to be discovered. Oceans are the world’s largest sources of protein.
However, there has been a 26 per cent increase in acidification since the industrial revolution.
A full 30 per cent of marine habitats have been destroyed and 30 per cent of the world’s fish
stocks are overexploited. Marine pollution has reached shocking levels. Each minute 15
tonnes of plastic are released into the oceans. 20 per cent of all coral reefs have been
destroyed irreversibly and another 24 per cent are at an immediate risk of collapse.
Approximately 1 million sea birds, 100,000 marine mammals and an unknown number of
fish are harmed or die annually due to marine pollution caused by humans. It has been found
that 95 per cent of fulmars in Norway have plastic parts in their guts. Microplastics are
another form of marine pollution.
Reducing one’s energy consumption and use of plastics can be done by individuals. Nations
can also take action. In Norway, for instance, citizens can work through a web page called
finn.no to be paid for picking up plastic on the beach. Several countries, including Kenya,
have banned the use of plastic bags for retail purchases.
Improving the oceans contributes to poverty reduction as it gives low-income families a
source of income and healthy food. Keeping beaches and ocean water clean in less
developed countries can attract tourism, as stated in Goal 8, and reduce poverty by providing
more employment.
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The targets include preventing and reducing marine pollution and acidification, protecting
marine and coastal ecosystems, and regulating fishing. The targets also call for an increase
in scientific knowledge of the oceans.

15. Goal 15: Life on Land: “Protect, restore and promote sustainable use of terrestrial
ecosystems, sustainably manage forests, combat desertification, and halt and reverse
land degradation and halt biodiversity loss.”
This goal articulates targets for preserving biodiversity of forest, desert and mountain eco-
systems, as a percentage of total land mass. Achieving a “land degradation-neutral world”
can be reached by restoring degraded forests and land lost to drought and flood. Goal 15
calls for more attention to preventing invasion of alien species and more protection of
endangered wildlife.
The Mountain Green Cover Index monitors progress toward target 15.4, which focuses on
preserving mountain ecosystems. The index is named as the indicator for target 15.4.
Similarly, the Red Index (Red List Index or RLI) will fill the monitoring function for
biodiversity goals by documenting the trajectory of endangered species.

16. Goal 16: Peace, Justice and Strong Institutions: “Promote peaceful and inclusive
societies for sustainable development, provide access to justice for all and build
effective, accountable and inclusive institutions at all levels.”
Reducing violent crime, sex trafficking, forced labour and child abuse are clear global goals.
The international community values peace and justice and calls for stronger judicial systems
that will enforce laws and work toward a more peaceful and just society. By 2017, the UN
could report progress on detecting victims of trafficking. More women and girls than men
and boys were victimised, yet the share of women and girls has slowly declined. In 2004, 84
per cent of victims were females and by 2014 that number had dropped to 71 per cent.
Sexual exploitation numbers have declined but forced labour has increased.
One target is to see the end to sex trafficking, forced labour and all forms of violence against
and torture of children. However, reliance on the indicator of “crimes reported” makes
monitoring and achieving this goal challenging. For instance, 84 per cent of countries have
no or insufficient data on violent punishment of children. Of the data available, it is clear
that violence against children by their caregivers remains pervasive: Nearly 8 in 10 children
aged 1-14 are subjected to violent discipline on a regular basis (regardless of income), and
no country is on track to eliminate violent discipline by 2030.
SDG 16 also targets universal legal identity and birth registration, ensuring the right to a
name and nationality, civil rights, recognition before the law, and access to justice and social
services. With more than a quarter of children under five unregistered worldwide as of 2015,
about 1 in 5 countries will need to accelerate progress to achieve universal birth registration
by 2030.

17. Goal 17: Partnerships for the Goals: “Strengthen the means of implementation and
revitalise the global partnership for sustainable development”.
Increasing international cooperation is seen as vital to achieving each of the 16 previous
goals. Goal 17 is included to assure that countries and organisations cooperate instead of
compete. Developing multi-stakeholder partnerships to share knowledge, expertise,
technology and financial support is seen as critical to overall success of SDGs. Public-
private partnerships that involve civil societies are specifically mentioned.
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MAKE IN INDIA, INVEST IN INDIA, AND SKILL DEVELOPMENT
AND TRAINING PROGRAMMES

Make in India

Introduction
Make in India is an initiative launched by the Government of India to encourage multinational as

well as national companies to manufacture their products in India. This initiative was launched by
Prime Minster Narendra Modi on 25th September, 2014. After the initiation of this programme in the
year 2015, India emerged as the top destination globally for foreign direct investment surpassing the
United States of America and China. It is an initiative taken by the Modi government to ease and
cheer up the manufacturing concern at domestic and international level to produce their products in
India. With this move, new avenues would be created in India which would attract capital and
investment in India and would generate employment opportunities in India. The major and ultimate
objective is the creation of jobs and enhancement of skills among the youngsters in 25 sectors of the
economy.

In the past, foreign companies used to target the Indian labour class to carry out the
manufacturing process in foreign countries and used to earn huge profits due to low cost. With this,
soon India would become the hub for manufacturing concern all over the globe to come and invest in
India due to the availability of skilled and technical manpower at low cost. The investment would be
done in almost all the sectors from electrical to electronics, from automobile to agriculture, satellite to
submarine, etc. The Make in India Plan announcement was done by PM Modi at the Vigyan Bhawan
in New Delhi to boost and promote the economy in the presence of top business concerns such as
Mukesh Ambani, Kumar Mangalam Birla, Cyrus Mistry, Azim Premzi, etc. Earlier, if the investors
were thinking also to make India as their investment land, they used to face certain hurdles due to the
policies, political situation and other external factors which used to act as a blockade and their mind
used to shift to some other nations where they could explore their business. The PM acknowledged
this fact that India being ranked low in the ease of doing business by world bank has started actions to
ease the environment in India to attract foreign investors to do business in India. This plan is working
to invite top companies across the globe and top Indian companies who are doing quite well in their
business ventures to invest and explore their business ventures in the Indian soil. PM Narendra Modi
has formulated a special cell in the Commerce Ministry named Invest in India which would guide
foreign investors in terms of regulatory and policy issues, assist them to obtain the clearances and
complete the obligations in carrying business in Indian land.
The Focus of Make in India

Make in India focuses on the following 25 sectors of the economy: (a) Automobiles,
(b) Automobile components, (c) Aviation, (d) Biotechnology, (e) Chemicals, (f) Construction,
(g) Defence manufacturing, (h) Electrical machinery, (i) Electronic systems, (j) Food processing,
(k) Information technology and Business process management, (l) Leather, (m) Media and
entertainment, (n) Mining, (o) Oil and Gas, (p) Pharmaceuticals, (q) Ports and shipping, (r) Railways,
(s) Renewable Energy, (t) Roads and Highways, (u) Space and Astronomy, (v) Textiles and Garments,
(w) Thermal Power, (x) Tourism and Hospitality and (y) Wellness. As per the new government policy,
100 per cent FDI is permitted in above sectors except for space 74 per cent, defence 49 per cent and
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news media 26 per cent. This is the most visionary economy alleviation plan of India. The main
importance of this plan is to boost the manufacturing sector of India. The main focus is to increase the
GDP of India.

The Main Key Factors of Make in India
(a) The programme is destined to increase and facilitate Foreign Direct Investment in India and

convince Indian and foreign companies to produce their goods in India.
(b) This would help in creation of new employment opportunities and lead to better employment

conditions.
(c) It would attract the flow of foreign capital in the Indian economy.
(d) It would create a demand of skilled and trained people in specific sectors to satisfy the

demand for well equipped manpower in different sectors of the economy.
(e) This programme is helping to improve the brand name of India in the international arena of

the earlier business constraints that the foreign investing giants used to face which use to
restrict the flow of foreign capital in India.

India is a country which is rich in natural resources. But the irony is that we as a nation are not
able to extract those resources judiciously so that we could develop our manufacturing belt like China,
Germany and other western countries. The vision behind this initiative by our PM is to use India’s
own potential to develop its industrial sectors. Labour is plenty and skilled labour is easily available
due to the high rates of unemployment in the educated class of the country. With Asia becoming the
manufacturing hub, India will soon become the preferred manufacturing destination of most investors
across the globe. The areas where we should improve ourselves are some of our rigid policies and
regulations and the labour laws in the country which are not conductive to carry business in India.
India ranks low on the ease of doing business and we need to improve this if we have to make this
mission and campaign successful. Make in India is an initiative taken by the Modi government to
boost the Indian economy and the long-term vision is to make India an industrially developed nation.
So, we can conclude that Make in India is not a brand nor it is a slogan. It is a new national movement
as it covers the whole spectrum of our government, society and business.

Make in India Initiatives by the Government of India
1. India will manufacture Kamov 226 helicopter under ‘Make in India’ programme

jointly with Russia: India and Russia to jointly manufacture Kamov 226 helicopter under
‘Make in India’.
 State owned HAL is believed to have piped a proposal by the Anil Ambani owned

Reliance Defence as the main partner for the contract that is expected to cost over $1
billion.

 The State Corporation Rostec will organise in India the production of the Russian
Ka-226T and its modifications in the amount of not less than 200 units.

 The agreement also provides for the maintenance, operation and repair of helicopters and
providing them with technical support.

2. French company Alstom will make 800 high horsepower locomotives in India: Under
the ‘Make in India’ banner, India and France signed a deal that will allow French industrial
major Alstom to make 800 high horsepower locomotives in India. The locomotives are
expected to be made in the electric locomotives factory in Madhepura, Bihar.
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3. Foxconn signed MoU with Government of Maharashtra to set up electronic
manufacturing plant in Maharashtra with the investment of $5 billion within the
5-year period. Foxconn is a Taiwanese company. Foxconn Technology — the world’s
largest contract manufacturer of smartphones — will invest in India in manufacturing,
energy and e-commerce sectors under Make in India programme.

Invest in India
Since 2014, the economic priorities of the Narendra Modi government have centred on ushering

in reforms, attracting more foreign investments and ease of doing business. India ranks 130 out of 189
countries in the World Bank’s latest ease of doing business, moving up four places from 2015’s
adjusted ranking of 134. It is looking to break into the top 100 countries in next year’s ranking.

The government realised that for many of its ambitions to succeed, it had to give more teeth to
the Department of Industrial Policy and Promotion (DIPP), the key government body responsible for
framing foreign investment policy. One of the key outcomes of DIPP’s empowerment was the firing
up of a dormant body called Invest in India.

Even smaller economies in Africa and Latin America have well-structured investment promotion
agencies. India did have such a body — Invest in India which was created in 2009 — but it was hardly
functional. Last year, the government dusted off the body and made it what it was envisaged for — the
first point of reference for potential investors.

The Invest in India team comprises several graduates of IIT and IIM. Some of the members left
cushy jobs in investment banks such as Goldman Sachs and Boston Consulting Group to join the team,
driven by a desire to contribute to the growth of the Indian economy. “We will appoint more
professionals in the next few months,” says Deepak Bagla, MD, Invest in India.

Multiple Services
According to Bagla, Invest in India has domain and functional experts who provide sector and

state-specific inputs, and support investors through the entire investment cycle, from the pre-
investment decision-making to post-investment assistance. “We assist with location identification,
expediting regulatory approvals, facilitating meetings with relevant government and corporate
officials, and also provide aftercare services,” he says.

In one year, Invest in India has been able to guide a clutch of big and small investors keen to
invest in India. It has become a one-stop window that handholds both global and domestic investors
from the moment they conceive a business idea to setting up their units. “Invest in India is a valuable
point of contact between international companies investing in India and the various departments and
state bodies across the country,” says Nair.

Besides Wanda and Marks and Spencer, Invest in India has helped big-ticket names such as Indo-
UK Healthcare and IKEA to get their businesses going in India. Take the Indo-UK Institute of Health
(IUIH) project. The project, jointly announced by Modi and the then UK PM David Cameron in
November 2015, is billed as the world’s largest healthcare project, with investment plans of $2 billion
for 11 healthcare institutes and 89 diagnostic clinics across 11 states. Invest in India worked with the
IUIH top management with research and advice to formulate their business plan.

According to Ajay Rajan Gupta, CEO of IUIH, Invest in India facilitated in connecting with
some state governments as part of the programme’s initialisation. It assisted IUIH to develop a
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business model for the proposed 89 health clinics besides helping it with a detailed analysis on the
regulatory framework in India.

Invest in India has also assisted small companies like Sagar Defence Engineering, which received
orders of Unmanned Marine Surface Vehicles from the Indian Navy and Gujarat-based Devashree
Aluminium. It was not easy for Sagar Defence Engineering, a rookie in domestic manufacturing, to
obtain orders due to the presence of a raft of big players in the space. Invest in India helped with
advice and approvals. Devashree Aluminium managed to secure the required government certificates
for import of products from Europe thanks to Invest in India.

Under the aegis of DIPP, which comes under the Commerce Ministry, Invest in India works
closely with the Prime Minister’s Office, the external affairs ministry, FICCI and state governments in
assisting investors. Invest in India has 60 people on its rolls.

DIPP boss, Ramesh Abhishek, describes the body as a platform that provides ‘beginning to end
services’ for investors. “Invest in India provides end-to-end solution to investors from abroad and
even to domestic start-ups,” Abhishek told ET.

Two of Modi’s initiated dream programmes — Make in India (to turn India into a manufacturing
hub) and Start-up India — are being driven by Invest in India. The Start-up India hub within Invest in
India will be a single point of contact for the entire ecosystem and enable knowledge exchange and
access to funding, according to Karan Anand who leads the platform. In recent months, this hub has
handled more than 16,000 queries from start-ups.

Invest in India is looking to receive potential big investors as soon as they land in India, at the
aircraft itself, to begin the process of smoothening their investments in India. This kind of investment
support exists in many business-friendly parts of the world.

Swedish furniture retailer IKEA would affirm. In 2013, IKEA announced plans to set up retail
stores in India. The first location was identified in Hitec City, Hyderabad and the second in Navi
Mumbai. It is also identifying potential sites in Delhi NCR and Bengaluru. It also plans to open 25
retail stores by investing $1.65 billion by 2025, creating approximately 60,000 jobs. These plans are
being bolstered by Invest in India. “Invest in India team is doing a great job by acting like a catalyst
between companies investing in India and the Indian government,” says Neetu Kapasi, Public Affairs
Manager, IKEA India.

Skill Development and Training Programmes
Skill development and vocational training programmes are conceptualised, executed and

monitored by various organisations, working closely with the Government of India. There are various
plans and schemes that are dedicated to achieve scalable skilling with quality and higher productivity,
particularly in the unorganised or informal sector which accounts for 83 per cent of India’s workforce.
Let’s look at the top 10 organisations, missions and schemes that are striving towards sustained
livelihoods and gainful employment through skilling, upskilling and reskilling. These organisations
collaborate with industry bodies like CII and FICCI that take ownership of various Sector Skill
Councils.

1. Deen Dayal Upadhyay Gram Kaushal Yojana (DDU-GKY): The Deen Dayal Upadhyay
Gram Kaushal Yojana (DDU-GKY) is a placement linked skill development programme for
the rural youth. Till date, there have been 66 special projects that were taken up under the
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DDU-GKY scheme. 15 states have a minimum of 5 approved projects and many in the
pipeline. DDU-GKY funds a variety of skill training programmes all over the country that
include over 250 trades such as Retail, Hospitality, Health, Construction, Automotive,
Leather, Electrical, Plumbing, Gems and Jewellery, to name a few. DDU-GKY is being
adopted throughout India as the scheme is being implemented on a large-scale basis, in
almost all the states and union territories.

2. Deen Dayal Antyodaya Yojana – National Urban Livelihoods Mission (DAY-NULM):
The main aim of DAY-NULM mission is to curb poverty of the urban poor households by
providing them access to their skill related employment opportunities in an organised
manner. As a part of this scheme, regional workshops have also been conducted in support
of urban homeless, urban street vendors, etc. A major objective of the scheme is to help
people earn a sustainable livelihood through skilling and upskilling. Another objective is to
increase the income of urban poor by encouraging them to be a part of courses that can
provide salaried employment and/or self-employment opportunities which will eventually
lead to better living standards. Through this scheme, the Government of India also hopes to
eradicate the threats that a regular worker faces in the unorganised sectors of work. The
belief that poor also have entrepreneurial capability and have an intent desire to come out of
poverty, is what that drives this mission.

3. Directorate General of Training: Modular Employable Skills (DGT-MES): Government
of India and the Ministry of Labour together have launched Modular Employable Skills
(MES) under Skill Development Initiative (SDI). Under this scheme, school dropouts and
existing workers, specially, in the unorganised sector are to be trained for employable skills.
The scheme has been in operation since 2007 and statistics show that a large number of
school dropouts do not have access to skill development for improving their employability
through various vocational training and apprenticeship programmes. The basic objective of
the scheme is to provide vocational training to school dropouts, ITI graduates, rural and
unemployed youth to improve their employability. Also, priority is given to those above the
age of 14 years who have suffered in the form of child labour to enable them to learn
employable skills in order to get gainful employment.

4. Ministry of Labour and Employment (MoLE): The Ministry of Labour and Employment
(MoLE) is one of the oldest and important Ministries of the Government of India. The main
responsibility of this Ministry is to protect the interests of workers in general and also the
rural and urban poor and that section of people who are deprived and disadvantaged sections
of the society. The Government’s attention is also on the promotion of welfare and providing
social security to the labour forces both in organised and unorganised sectors. The Ministry
majorly focuses on women and child welfare and has also started schemes to support various
initiatives. The National Career Services is another scheme under the Ministry of Labour
and Employment which deals with providing job matching services to youth in an easy
manner. This project also readily provides information on education, career opportunities,
jobs, etc.

5. Mahatma Gandhi National Rural Employment Guarantee Act (MGNREGA): NREGA
guarantees right to work in rural areas by providing wage employment to unskilled manual
workers. People are ensured of at least 100 days of employment in every household to a
member who is willing to do unskilled work. Employment under MGNREGA has legal
clauses and the employment schemes are directly implemented by the gram panchayats.
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Apart from providing economic security and creating rural assets, MGNREGA also aims at
protecting the environment, empowering rural women, reducing rural-urban migration and
fostering social equity, among others.

6. Ministry of Skill Development and Entrepreneurship (MSDE): The Ministry of Skill
Development and Entrepreneurship (MSDE) is responsible for the coordination of overall
skill development efforts across the country, building the vocational and technical training
framework, skill upgradation, building of new skills, and innovative thinking not only for
existing jobs but also jobs that are to be created. The Ministry has aided and supported
several other missions that also focus on skill development like the National Skill
Development Agency (NSDA), National Skill Development Corporation (NSDC), National
Skill Development Fund (NSDF) and 33 Sector Skill Councils (SSCs) as well as 187
training partners registered with NSDC. The Ministry also wishes to work with the existing
chain of skill development training centers, universities and other institutes in the field.

7. National Skill Development Corporation (NSDC): The National Skill Development
Corporation (NSDC) is a unique organisation under PPP mode, under the Ministry of Skill
Development and Entrepreneurship. It aims to promote skill development by initiating the
creation of large and quality oriented training institutes all over the country. NSDC acts as a
catalyst in skill development by providing funding to enterprises, companies and
organisations that provide skill training. The existence of multiple sectors in the country is
always a boon for the investors. The NSDC works with 267 training partners that represent
the core ideology of NSDC. Over the past 4 years, NSDC along with its partners have
delivered over 2 million skilled people in more than 25 sectors. The Government of India
works closely with NSDC to help financing training and thus contribute to the overall target
of skilling 400 million people in India by 2022.

8. National Skill Development Agency (NSDA): NSDA is an autonomous body of Ministry
of Skill Development and Entrepreneurship (MSDE), which aims to coordinate the skill
development efforts of the Government and the private sector to achieve the skilling targets
by 2022. The NSDA works in partnership with several agencies like the NSDC, Central
Ministry Skill Programmes, Ministry of Skill Development and Entrepreneurship and Sector
Skill Councils. The NSDA works with 26 different kinds of skill sectors. The NSDA aims to
be the major agency for State Skill Development Missions and also ensure that the skilling
needs of the disadvantaged and the marginalised groups like SCs, STs, OBCs, minorities,
women and differently abled persons are taken care of without any bias

9. National Rural Livelihood Mission – Ajeevika Skills: Aajeevika – National Rural
Livelihood Mission (NRLM) is an initiative launched by Ministry of Rural Development
(MoRD), Government of India. The Aajeevika Skill Development Programme (ASDP)
operates under NRLM. Its aim is to understand the professional aspirations and interests of
youth and also to increase their daily income. This mission provides young people from poor
communities an opportunity to upgrade their skills and enter the skilled workforce of the
country. Some key features of the scheme include post-placement support, food and
transport during training and assured placement. NRLM wishes to bring a change by
supporting entrepreneurial skills of the poor by creating appropriate platforms through
dedicated and sensitive support structures. NRLM has a demand-driven strategy and also
encourages states to have their own perspective of implementing this scheme. Through this
scheme, the private sector is also being encouraged to set up self-employment generation
training institutes.
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10. Pradhan Mantri Kaushal Vikas Yojana (PMKVY): Pradhan Mantri Kaushal Vikas
Yojana (PMKVY) is a unique initiative by the Government of India that aims to train about
24 lakh Indian youth to be industry relevant, skill based and to prepare them for the global
market. Under this scheme, the trainees will also be given financial support and a certificate
on successful completion of training and assessment, which will help them in securing a job
for a better future. This scheme mainly focuses on the upbringing of youth and to prepare
them to face the challenges of the industrial world. Keeping in mind the very less emphasis
laid on skill development in schools and colleges, the government has decided to set up
training centers. Interested candidates need to undergo certain basic steps to take part in the
course. Candidates are firstly expected to find a training center, get enrolled, learn the
required skill, be a part of an assessment and a certification programme and gain a reward at
the end. The PMKVY scheme is being implemented successfully with many skill sectors all
over the country.

FOREIGN INVESTMENT POLICY MEASURES IN INDIA

Introduction
Foreign direct investment (FDI) in India is the major monetary source for economic

development in India. Foreign companies invest directly in fast growing private Indian businesses to
take benefits of cheaper wages and changing business environment of India. Economic liberalisation
started in India in wake of the 1991 economic crisis, and since then, FDI has steadily increased in
India. According to the Financial Times, in 2015, India overtook China and the US as the top
destination for the Foreign Direct Investment 2016-17. The FDI was initiated in India by the visionary
leaders like P.V. Narasimha Rao and Dr. Manmohan Singh. In first half of the 2015, India attracted
investment of $31 billion compared to $28 billion and $27 billion of China and the US respectively.

The ability to attract large-scale Foreign Direct Investment (FDI) into India has been a key driver
for policy making by the Government. Prime Minister Mr. Narendra Modi seems to be going along
the right track, with India receiving FDI inflows worth US$60.1 billion in 2016-17, which was an all-
time high. Hence, the FDI policy of India has always been closely watched and carefully amended
over the years.

India ranked among the top 10 host economies for FDI, according to the United Nations
Conference on Trade and Development (UNCTAD) 2017 World Investment Report.5 Foreign direct
investment inflows hit an all-time high of US$60.1 billion in 2016-17, according to figures by the
Indian Commerce and Industry Ministry. The value of cross-border deals in India grew sharply in
2017 — from US$8 billion to US$22 billion — driven by a number of large deals, including
acquisition of 49 per cent stake in Essar Oil by Petrol Complex Ltd., Singapore owned by Rosneftegaz
of Russia.

The growth of FDI in India is due to its many assets, especially its high degree of specialisation
in services, with a skilled, English-speaking and inexpensive labour force, and a potential market of
one billion inhabitants. In January 2018, the Indian Cabinet gave its approval to a number of major
amendments to the country’s FDI policy, in order to to further liberalise and simplify the same. In the

5 United Nations Conference on Trade and Development (UNCTAD) 2017, World Investment Report.
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last three years, the government had already eased 87 FDI rules across 21 sectors. In 2018, India
ranked 100th out of 190 countries in the Doing Business report published by the World Bank.

The sectors attracting the greatest amounts of FDI in India include the services sector, followed
by IT services and software, the trading business, the automobile industry and energy.

Foreign Direct Investment 2014 2015 2016
FDI Inward Flow (million US$) 34,582 44,064 44,486
FDI Stock (million US$) 253,120 282,609 318,502
Number of Greenfield Investments*** 713 723 847
FDI Inwards (in % of GFCF****) 5.6 7.2 7.0
FDI Stock (in % of GDP) 12.4 13.5 14.1

Source: UNCTAD

Government Measures to Motivate FDI
The Government of India provides tax and non-tax investment incentives in specific sectors (e.g.,

electronics) and regions (Northeast region, Jammu & Kashmir, Himachal Pradesh and Uttarakhand).
It has also created incentives for manufacturing companies to set up in Special Economic Zones
(SEZs), National Investment and Manufacturing Zones (NIMZ) and Export Oriented Units (EOUs).
In addition, each state government has its own policy, providing additional investment incentives,
including subsidised land prices, attractive interest rates on loans, reduced tariffs on electric power
supply, tax concessions, etc. The central government development banks and state industrial
development banks offer medium- to long-term loans for new projects.

The Government has recently relaxed FDI policy in a variety of sectors by such measures as
raising the foreign investment limit, easing conditions for investment and putting many sectors on the
‘automatic route’ (as opposed to the ‘Government route’, which requires approval from the Foreign
Investment Promotion Board). The sectors that benefited from the relaxation include real estate,
private banking, defence, civil aviation, single brand retail and news broadcasting. Moreover, the
Indian Cabinet recently cleared a proposal that would allow foreign firms to invest in creating railway
networks and supplying bullet trains (although foreign firms are still prohibited from operating trains).

Following are some of the Foreign Investment Policy measures:

1. Abolition of the Foreign Investment Promotion Board (FIPB): The most significant
amendment to the FDI regime has been the institutional change brought by notification dated
5th June, 2017 issued by the Department of Economic Affairs confirming the abolition of
the FIPB (the erstwhile government body authorised to approve proposals for FDI requiring
government approval); and the introduction of the ‘Foreign Investment Facilitation Portal’
(FIFP), an administrative body to facilitate FDI applicants.

2. Introduction of ‘Competent Authorities’: The FDI Policy 20176 defines and lists sector-
specific administrative ministry/department as ‘Competent Authorities’ empowered to grant
government approval for FDI. Competent Authorities listed in the FDI Policy 2017 include
the DIPP in respect of applications for FDI in the single brand, multi-brand and food product

6 Government of India, FDI Policy 2017.
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retail trading and the Department of Economic Affairs of India for FDI in the financial
services sector.

3. Introduction of ‘Standard Operating Procedure’ (SOP) to process FDI proposals: The
DIPP had also issued the SOP which sets out a detailed procedure and timeline for
applications as well as the list of ‘competent authorities’ for processing government
approvals for FDI in India.

4. Conversion of Limited Liability Partnerships (LLPs): An LLP, operating in sectors/
activities where 100 per cent FDI is allowed under the automatic route (without FDI-linked
performance conditions), is permitted to convert into a company. Similarly, conversion of a
company into an LLP is also now permitted under the automatic route.

5. Manufacturing: To further liberalise the manufacturing sector (which allowed 100 per cent
FDI under the automatic route), 100 per cent FDI under government approval route was
allowed for retail trading, including through e-commerce, in respect of food products
manufactured and/or produced in India.

6. Civil Aviation: The threshold for FDI in existing projects under the automatic route was
increased from 74 per cent to 100 per cent.

7. Single Brand Retailing: Sourcing norms applicable for FDI were relaxed and will not be
applicable up to three years from commencement of the business, i.e., opening of the first
store for entities undertaking single brand retail trading of products having ‘state-of-the-art’
and ‘cutting-edge’ technology and where local sourcing is not possible.

8. Other Financial Services: The previously applicable capitalisation norms for non-banking
financial services companies were struck off, and all financial sector activities by entities
already regulated by financial sector regulators fall under the 100 per cent automatic route of
investment, with applicability of sectoral laws.

FOREIGN INVESTMENT PROMOTION BOARD (FIPB)
The Foreign Investment Promotion Board (FIPB) was a national agency of Government of India,

with the remit to consider and recommend foreign direct investment (FDI) which does not come under
the automatic route. It acted as a single window clearance for proposals on foreign direct investment
(FDI) in India. The Foreign Investment Promotion Board (FIPB) was housed in the Department of
Economic Affairs, Ministry of Finance. FIPB was abolished on 24th May 2017, as announced by
Finance Minister Arun Jaitley during 2017-18 budget speech in Lok Sabha.

India is having a well-designed Foreign Direct Investment regulation regime. FDI is regulated
through various norms. A minimum lock-in period, minimum capital for investment, sectoral limits
and most importantly regulation of entry into approval/automatic route are the important regulations.

In the case of entry regulations, FDI entry is made under two categories – automatic route and
approval route. Approval from the government is mandatory for some type of investment. For this,
approval institutions/bodies are created. The Foreign Investment Promotion Board is the most
important approval body as it can consider FDI below ` 5,000 crore. Above this amount, the Cabinet
Committee on Economic Affairs is the approval authority.
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What is FIPB?
The FIPB (Foreign Investment Promotion Board) is the designated institution which considers

the FDI proposals that require government approval. It also grants composite approvals involving
foreign investment/foreign technology. FIPB is located in the Department of Economic Affairs,
Ministry of Finance and the Finance Minister is in charge of the FIPB. As per the June 2016 FDI
policy revision, the FIPB can give recommendations of FDI proposals below ` 5,000 crore to the
Minister of Finance for consideration. As most of the FDI proposals are below ` 5,000 crore, it is well
understood that almost all FDI proposals are examined by the FIPB.

Constitution of FIPB
Though the FIPB is situated in the Ministry of Finance, it comprises of the Secretaries of main

Ministries of Government of India. The Secretary of Department of Economic Affairs, Ministry of
Finance will be the Chairperson of the FIPB. Secretaries of DIPP, Department of Commerce (both in
the Ministry of Commerce and Industry), Secretary of Economic Relations, Ministry of External
Affairs, and Secretary of Ministry of Overseas Indian Affairs are members of FIPB.

What are the Functions of the FIPB?
1. To quickly approve the foreign investment proposals
2. To review the FDI polices and to communicate with other agencies such as the

Administrative Ministries in order to set up guidelines that are transparent and which
encourage FDI into the various sectors.

3. To look over the implementation of the various proposals those have been approved by it.
4. To take up such activities that encourage FDI into the country such as establishing contracts

with international companies and also inviting them to invest in India.
5. To communicate with government, non-government and industry in order to increase the

flow of FDI into the country.
6. To identify the various sectors that requires FDI.

FOREIGN DIRECT INVESTMENT (FDI)

Introduction
Foreign direct investment (FDI) is an investment in a business by an investor from another

country for which the foreign investor has control over the company purchased. The Organisation of
Economic Cooperation and Development (OECD) define control as owning 10 per cent or more of the
business. Businesses that make foreign direct investments are often called multinational corporations
(MNCs) or multinational enterprises (MNEs). An MNE may make a direct investment by creating a
new foreign enterprise, which is called a Greenfield investment, or by the acquisition of a foreign firm,
either called an acquisition or Brownfield investment.

“Foreign direct investment are the net inflows of investment to acquire a lasting management
interest (10 per cent or more of voting stock) in an enterprise operating in an economy other than that
of the investor. It is the sum of equity capital, reinvestment of earnings, other long-term capital and
short-term capital as shown in the balance of payments.” (The World Bank)
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Foreign Direct Investment (FDI) in India is governed by the Foreign Exchange Management Act
(FEMA) and the federal government’s FDI policy. Foreign investments enter India through either the
automatic route (where no prior governmental approval is required) or through the government
approval route.

In recent years, foreign investors have attempted to invest in India using various types of hybrid
instruments or hybrid securities, i.e., financial instruments that combine both debt and equity
characteristics.

According to Department of Industrial Policy and Promotion (DIPP),7 the total FDI investments
in India during April-December 2017 stood at US$35.94 billion, indicating that government’s effort to
improve ease of doing business and relaxation in FDI norms is yielding results.

Data for April-December 2017 indicates that the telecommunications sector attracted the highest
FDI equity inflow of US$6.14 billion, followed by computer software and hardware – US$5.16 billion
and services – US$4.62 billion. Most recently, the total FDI equity inflows for the month of December
2017 touched US$4.82 billion.

During April-December 2017, India received the maximum FDI equity inflows from Mauritius
(US$13.35 billion), followed by Singapore (US$9.21 billion), Netherlands (US$2.38 billion), USA
(US$1.74 billion), and Japan (US$1.26 billion).

Indian investments may grow 25 per cent annually to US$40 billion from US$4 billion by 2025,
as per Mr. Anil Sinha, Global Impact Investing Networks (GIINs) advisor for South Asia.

Investments/Developments in Foreign Direct Investment (FDI)
India has become the fastest growing investment region for foreign investors in 2016, led by an

increase in investments in real estate and infrastructure sectors from Canada, according to a report by
KPMG.

Some of the recent significant FDI announcements are as follows:

1. In February 2018, IKEA, a Swedish-founded Dutch-based multinational group that designs
and sells ready-to-assemble furniture, kitchen appliances and home accessories, announced
its plans to invest up to ` 4,000 crore (US$612 million) in the state of Maharashtra to set up
multi-format stores and experience centres.

2. In November 2017, 39 MoUs were signed for investment of ` 4,000-5,000 crore (US$612-
765 million) in the state of North-East region of India.

3. In December 2017, the Department of Industrial Policy and Promotion (DIPP) approved FDI
proposals of Damro Furniture and Super Infotech Solutions in retail sector, while
Department of Economic Affairs, Ministry of Finance approved two FDI proposals worth
` 532 crore (US$81.4 million).

4. The Department of Economic Affairs, Government of India, closed three foreign direct
investment (FDI) proposals leading to a total foreign investment worth ` 24.56 crore
(US$3.80 million) in October 2017.

7 Department of Industrial Policy and Promotion (DIPP), 2017.
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5. Singapore’s Temasek will acquire a 16 per cent stake worth ` 1,000 crore (US$156.16
million) in Bengaluru-based private healthcare network Manipal Hospitals which runs a
hospital chain of around 5,000 beds.

6. France-based energy firm, Engie SA and Dubai-based private equity (PE) firm Abraaj Group
have entered into a partnership for setting up a wind power platform in India.

7. US-based footwear company, Skechers, is planning to add 400-500 more exclusive outlets in
India over the next five years and also to launch its apparel and accessories collection in
India.

8. The government has approved five Foreign Direct Investment (FDI) proposals from Oppo
Mobiles India, Louis Vuitton Malletier, Chumbak Design, Daniel Wellington AB and
Actoserba Active Wholesale Pvt. Ltd., according to Department of Industrial Policy and
Promotion (DIPP).

9. Cumulative equity foreign direct investment (FDI) inflows in India increased 40 per cent to
reach US$114.4 billion between FY 2015-16 and FY 2016-17, as against US$81.8 billion
between FY 2011-12 and FY 2013-14.

10. Walmart India Pvt. Ltd., the Indian arm of the largest global retailer, is planning to set up
30 new stores in India over the coming three years.

11. US-based e-commerce giant, Amazon, has invested about US$1 billion in its Indian arm so
far in 2017, taking its total investment in its business in India to US$2.7 billion.

12. Kathmandu-based conglomerate, CG Group, is looking to invest ` 1,000 crore (US$155.97
million) in India by 2020 in its food and beverage business, stated Mr. Varun Choudhary,
Executive Director, CG Corp Global.

13. International Finance Corporation (IFC), the investment arm of the World Bank Group, is
planning to invest about US$6 billion through 2022 in several sustainable and renewable
energy programmes in India.

14. SAIC Motor Corporation is planning to enter India’s automobile market and begin
operations in 2019 by setting up a fully-owned car manufacturing facility in India.

15. SoftBank is planning to invest its new US$100 billion technology fund in market leaders in
each market segment in India as it seeks to begin its third round of investments.

Government Initiatives in Foreign Direct Investment (FDI)8

In September 2017, the Government of India asked the states to focus on strengthening single
window clearance system for fast-tracking approval processes, in order to increase Japanese
investments in India.

The Ministry of Commerce and Industry, Government of India has eased the approval
mechanism for foreign direct investment (FDI) proposals by doing away with the approval of
Department of Revenue and mandating clearance of all proposals requiring approval within 10 weeks
after the receipt of application.

India and Japan have joined hands for infrastructure development in India’s north-eastern states
and are also setting up an India-Japan Coordination Forum for Development of North-East to
undertake strategic infrastructure projects in the north-east.

8 Foreign Direct Investment (FDI), Government of India Report, 2017.
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The Government of India is in talks with stakeholders to further ease foreign direct investment
(FDI) in defence under the automatic route to 51 per cent from the current 49 per cent, in order to give
a boost to the Make in India initiative and to generate employment. In January 2018, 100 per cent FDI
was allowed in single brand retail through automatic route along with relaxations in rules in other
areas.

The Central Board of Direct Taxes (CBDT) has exempted employee stock options (ESOPs),
foreign direct investment (FDI) and court-approved transactions from the long-term capital gains
(LTCG) tax, under the Finance Act 2017.

The Government of India is likely to allow 100 per cent foreign direct investment (FDI) in cash
and ATM management companies, since they are not required to comply with the Private Securities
Agencies Regulations Act (PSARA).

Conclusion
Thus, India has become the most attractive emerging market for global partners (GP) investment

in the recent past as per a recent market attractiveness survey conducted by Emerging Market Private
Equity Association (EMPEA).

The World Bank has stated that private investments in India is expected to grow by 8.8 per cent
in FY 2018-19 to overtake private consumption growth of 7.4 per cent, and thereby drive the growth
in India’s gross domestic product (GDP) in FY 2018-19.

MNCS AND ITS ROLE
Prior to 1991, multinational companies9 did not play much role in the Indian economy. In the

pre-reform period, the Indian economy was dominated by public enterprises. To prevent concentration
of economic power, Industrial Policy 1956 did not allow the private firms to grow in size beyond a
point. By definition, multinational companies were quite big and operate in several countries. While
multinational companies played a significant role in the promotion of growth and trade in South-East
Asian countries, they did not play much role in the Indian economy where import-substitution
development strategy was followed. Since 1991 with the adoption of industrial policy of liberalisation
and privatisation, role of private foreign capital has been recognised as important for rapid growth of
the Indian economy.

Since Multinational Corporation are the bulk source of foreign capital and investment, they have
been allowed to operate in the Indian economy subject to some regulations. The following are the
important reasons for this change in policy towards multinational companies in the post-reform period.

Some of world’s largest multinational corporations are given below:
World’s Some Important Non-financial Multinational Corporations

Sl. No. International Corporation Parent Country Industry of Operation
1 General Electric United States Electronics
2 Exxon Mobil Corporation United States Petroleum (exploring, refining and distributing)

9 Misra, S.K. and Puri, V.K. (2017): Indian Economy, Himalaya Publishing House,Mumbai.
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3 Royal Dutch Shell Group Netherlands/UK Petroleum (exploring, refining and distributing)
4 General Motors United States Motor Vehicles
5 Ford Motor Co. United States Motor Vehicles
6 Toyota Motor Co. Japan Motor Vehicles
7 IBM United States Computers
8 BP United Kingdom Petroleum (exploring, refining and distributing)
9 Nesle SA Switzerland Food/Beverages

10 Nippon Oil Co. Japan Petroleum (exploring, refining and distributing)
11 Sieman AG Germany Electronics
12 BMW AG Germany Motors Vehicles
13 ABB Switzerland Electrical Equipment
14 Sony Corporation Japan Electronics
15 Seagram Canada Food/Beverages
16 Aventis France Pharmaceuticals/Chemicals
17 Roche Group Switzerland Pharmaceuticals
18 Honda Motor Co. Japan Motor Vehicles
19 Philips Electronics Netherlands Electronics
20 Hewlett-Packard United States Electronics/Computers

1. Promotion Foreign Investment:
In the recent years, external assistance to developing countries has been declining. This is
because the donor developed countries have not been willing to part with a larger proportion
of their GDP as assistance to developing countries. MNCs can bridge the gap between the
requirements of foreign capital for increasing foreign investment in India.
The liberalised foreign investment pursued since 1991, allows MNCs to make investment in
India subject to different ceilings fixed for different industries or projects. However, in some
industries, 100 per cent export-oriented units (EOUs) can be set up. It may be noted, like
domestic investment, foreign investment has also a multiplier effect on income and
employment in a country.
For example, the effect of Suzuki firm’s investment in Maruti Udyog manufacturing cars is
not confined to income and employment for the workers and employees of Maruti Udyog
but goes beyond that. Many workers are employed in dealer firms who sell Maruti cars.
Moreover, many intermediate goods are supplied by Indian suppliers to Maruti Udyog. For
this, many workers are employed by them to manufacture various parts and components
used in Maruti cars. Thus, their incomes also go up by investment by a Japanese
multinational in Maruti Udyog Limited in India.

2. Non-debt Creating Capital Inflows:
In the pre-reform period in India when foreign direct investment by MNCs were discouraged,
we relied heavily on External Commercial Borrowing (ECB) which was of debt-creating
capital inflows. This raised the burden of external debt and debt service payments reached
the alarming figure of 35 per cent of our current account receipts. This created doubts about
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our ability to fulfill our debt obligations and there was a flight of capital from India and this
resulted in balance of payments crisis in 1991. As direct foreign investment by multinational
corporations represents non-debt creating capital inflows, we can avoid the liability of debt-
servicing payments. Moreover, the advantage of investment by MNCs lies in the fact that
servicing of non-debt capital begins only when the MNC firm reaches the stage of making
profits to repatriate Thus, MNCs can play an important role in reducing stress strains and on
India’s balance of payments (BOP).

3. Technology Transfer:
Another important role of multinational corporations is that they transfer high sophisticated
technology to developing countries which are essential for raising productivity of working
class and enable us to start new productive ventures requiring high technology. Whenever,
multinational firms set up their subsidiary production units or joint venture units, they not
only import new equipment and machinery embodying new technology but also skills and
technical know-how to use the new equipment and machinery.
As a result, the Indian workers and engineers come to know of new superior technology and
the way to use it. In India, the corporate sector spends only few resources on Research and
Development (R&D). It is the giant multinational corporate firms (MNCs) which spend a lot
on the development of new technologies can greatly benefit the developing countries by
transferring the new technology developed by them. Therefore, MNCs can play an important
role in the technological upgradation of the Indian economy.

4. Promotion of Exports:
With extensive links all over the world and producing products efficiently and with lower
costs, multinationals can play a significant role in promoting exports of a country in which
they invest. For example, the rapid expansion in China’s exports in recent years is due to the
large investment made by multinationals in various fields of Chinese industry.
Historically, in India, multinationals made large investment in plantations whose products
they exported. In recent years, Japanese automobile company Suzuki made a large
investment in Maruti Udyog with a joint collaboration with Government of India. Maruti
cars are not only being sold in the Indian domestic market but are exported in a large number
to the foreign countries.
As a matter of fact, until recently, when giving permission to a multinational firm for
investment in India, Government granted the permission subject to the condition that the
concerned multinational company would export the product so as to earn foreign exchange
for India.
However, in case of Pepsi, a famous cold-drink multinational company, while for getting a
product license in 1961 to produce Pepsi Cola in India, it agreed to export a certain
proportion of its product, but later, it expressed its inability to do so. Instead, it ultimately
agreed to export things other than what it produced such as tea.

5. Investment in Infrastructure:
With a large command over financial resources and their superior ability to raise resources
both globally and inside India, it is said that multinational corporations could invest in
infrastructure such as power projects, modernisation of airports and posts, and
telecommunication.
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The investment in infrastructure will give a boost to industrial growth and help in creating
income and employment in the India economy. The external economies generated by
investment in infrastructure by MNCs will therefore crowd in investment by the indigenous
private sector and will therefore stimulate economic growth.
In view of above, even Common Minimum Programme of the present UPA Government
provides that foreign direct investment (FDI) will be encouraged and actively sought,
especially in the areas of: (a) infrastructure, (b) high technology and (c) exports and
(d) where domestic assets and employment are created on a significant scale.

Multinational Corporations in India
MNCs have been operating in India even prior to Independence, like Singer, Parry, Philips,

Proctor and Gamble. They either operated in the form of subsidiaries or entered into collaboration
with Indian companies involving sale of technology as well as use of foreign brand names for the final
products. The entry of MNCs in India was controlled by existing industrial policy statements, MRTP
Act and FERA. In the pre-reform period, the operations of MNCs in India were restricted.

India derives a lot of benefits from MNCs such as higher level of investment, reduction in a
technological gap, optimum utilization of natural resources and a boost to a basic economic structure.
But roses do not come without thorns. There are certain disadvantages of having MNCs in a
developing country like India such as increasing pollution, environmental hazards, improper diffusion
of profits, etc. But these do not overcome the gain of having it.

There are many MNCs working in India, to name a few, Microsoft Corporation, Coca-Cola,
Nestle, IBM, PepsiCo, Citigroup and Nokia Corporation.

1. Microsoft Corporation: In 2014, the total revenue of Microsoft Corporation was US$86.83
billion and its operating income was US$27.76 billion. Its net income stood at US$22.07
billion. Its major products can be enumerated as: Word, Xbox, Office, Excel, PowerPoint,
Skype, One Drive, etc. On 29th December 2015, Microsoft India — the Indian subsidiary of
the legendary American software company — signed an MoU (Memorandum of Understand)
with the government of Andhra Pradesh on an extensive range of technological initiative
while its Indian CEO “Satya Nadella” was the representative of the company Microsoft.

2. Nokia Corporation: The company was found at Tampere, the Grand Duchy of Finland in
1865 by Leo Michelin and Fredrick Idesta. Its chairman is Risto Silasmaa and its President
and CEO is Rajeev Suri. On 11th February, 2016, Nokia and IIT-Madras announced a three-
year partnership to explore the possibility of using unlicensed radio spectrum to deliver the
broadband connectivity. Nokia Corporation has also shown willingness in funding the
project through its CSR research programme for rural development.

3. IBM (International Business Machine): IBM is a leading name in the world of computer
software, hardware and IT consulting. It was founded by Charles Ranlett in Endicott, New
York. At present, its head offices are in Armonk and New York. It operates across 170
countries which includes India also. Ginni Rometty presently serves as its CEO and
President.

Besides having advantages, there are some drawbacks of having these companies too. The MNC
culture is gradually putting the owners and employees of Indian companies out of business as they are
unable to match the standard of infrastructure and facilities provided. Also, the MNCs have stringent
interview process making it difficult for everyone to enter with a job.
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But, it can definitely not be said that Indian companies are any inferior to the MNCs. Take our
public sector units like SBI, IOCL, BHEL, etc. They hold a considerable market share in the economy
and market competition.
New Industrial Policy 1991 and Multinational Corporations

The New Industrial Policy, 1991 removed the restrictions of entry to MNCs through various
concessions. The amendment of FERA in 1993 provided further concession to MNCs in India. MNCs
in India can:

1. Increase foreign equity up to 51 per cent by remittances in foreign exchange in specified
high priority areas. Subsequently, MNCs are free to own a majority share in equity in most
products.

2. Borrow money or accept deposit without the permission of Reserve Bank of India.
3. Transfer shares from one non-resident to another non-resident.
4. Disinvest equity at market rates on stock exchanges.
5. Go for 100 per cent foreign equity through the automatic route in specified sectors.
6. Deal in immovable properties in India.
7. Carry on in India any activity of trading, commercial or industrial except a very small

negative list.
Thus, MNCs have been placed at par with Indian companies and would not be subjected to any

special restrictions under FERA.
Criticisms against MNCs in India

The operations of MNCs in India have been opposed on the following grounds:

1. They are interested more on mergers and acquisitions and not on fresh projects.
2. They have raised very large part of their financial resources from within the country.
3. They supply second hand plant and machinery declared obsolete in their country.
4. They are mainly profit-oriented and have short-term focus on quick profits. National

interests and problems are generally ignored.
5. They use expatriate management and personnel rather than competitive Indian management.
6. Though they collect most of the capital from within the country, they have repatriated huge

profits to their mother country.
7. They make no effort to adopt an appropriate technology suitable to the needs. Moreover,

transfer of technology proves very costly.
8. Once an MNC gains foothold in a venture, it tries to increase its holding in order to become

a majority shareholder.
9. They prefer to participate in the production of mass consumption and non-essential items.

Thus, the role of MNCs is necessary in any particular country and there should be MNCs in
every country to boost that country’s economic structure. The developing countries may get the
technology transfer, skilled manpower, financial assistance, etc. with the help of MNCs. So, the
importance of MNCs cannot be ignored merely on the grounds of promoting the domestic industries.
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OBJECTIVE QUESTIONS

Q.1 Choose the Correct Alternatives
1. __________ is considered to be the father of New Economic Policy (NEP), 1991 in India.

(a) Dr. Manmohan Singh (b) Mr. Pranab Mukharji
(c) Mrs. Indira Gandhi (d) Mr. Rajiv Gandhi

2. The Sustainable Development Goals (SDGs) [United Nations Development Programme, 2018] are a
collection of 17 global goals set by the __________.
(a) United Nations (b) USA
(c) ASEAN (d) The World Bank

3. Make in India initiative was launched by Prime Minster Narendra Modi on__________.
(a) 25th September, 2014 (b) 25th October, 2014
(c) 5th November, 2015 (d) 15th December, 2016

4. __________ is a placement linked skill development programme for the rural youth.
(a) The Deen Dayal Upadhyay Gram Kaushal Yojana (DDU-GKY)
(b) Integrated Rural Development Programme
(c) Prime Minister Gram Sadak Yojana
(d) None of the above

5. __________ guarantees right to work in rural areas by providing wage employment to unskilled manual
workers.
(a) Mahatma Gandhi National Rural Employment Guarantee
(b) Development of of Women and Children in Rural Areas
(c) Prime Minister Shahari Awas Yojana
(d) All of the above

6. __________ is a unique initiative by the Government of India that aims to train about 24 lakh Indian
youth to be industry relevant, skill based and to prepare them for the global market.
(a) Pradhan Mantri Kaushal Vikas Yojana (PMKVY)
(b) Indira Awas Yojana
(c) JNNURM
(d) All of the above

7. Which of the following statement is true?
(a) FDI causes greater technology transfers to developing countries than to developed countries.
(b) FDI has little effect on technology transfers between countries, unlike other forms of international

investment.
(c) FDI is more likely to promote economic growth in countries that maintain protectionist trade

policies because protection increases the competitive need to innovate.
(d) FDI causes fewer technology transfers to developing countries than to developed countries.
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8. Over the past several decades, __________.
(a) International investment has become more one-sided, consisting almost entirely of foreign direct

investment.
(b) International bank lending grew to where it was the largest category of international investment by

the year 2000.
(c) Most international investment has flowed from developed to developing countries.
(d) International investment has come to consist predominantly of foreign direct investment and

portfolio investment.

9. __________ is the designated institution which considers the FDI proposals that require government
approval.
(a) The FIPB (Foreign Investment Promotion Board)
(b) The Finance Ministry
(c) The SEBI
(d) The RBI

10. Foreign Direct Investment (FDI) in India is governed by __________.
(a) The Foreign Exchange Management Act (FEMA) and the federal government’s FDI policy
(b) The Foreign Exchange Management Act (FEMA)
(c) The federal government’s FDI policy
(d) None of the above

11. Aim of MNC is to boost accounting profitability by shifting funds around the __________.
(a) Country (b) Region
(c) World (d) Market

Ans. 1. Dr. Manmohan Singh
2. United Nations
3. 25th September, 2014
4. The Deen Dayal Upadhyay Gram Kaushal Yojana (DDU-GKY)
5. Mahatma Gandhi National Rural Employment Guarantee
6. Pradhan Mantri Kaushal Vikas Yojana (PMKVY)
7. FDI causes fewer technology transfers to developing countries than to developed countries.
8. International investment has come to consist predominantly of foreign direct investment and

portfolio investment.
9. The FIPB (Foreign Investment Promotion Board)

10. The Foreign Exchange Management Act (FEMA) and the federal government’s FDI policy.
11. World

Q.2 State Whether the Following Statements are ‘True’ or ‘False’
1. The New Economic Policy 1991 led to improvement in the Balance of Payments of India.
2. Stabilisation and structural reforms were the parts of New Economic Policy 1991.
3. The NEP 1991 intended to bring down the rate of inflation and to remove imbalances in payment.



32 Business Economics – V

4. According to (MRTP) Act 1969, all those companies having assets worth ` 100 crore or more were
called MRTP firms and were subjected to several restrictions.

5. Privatisation means not permitting the private sector to set up industries which were previously
reserved for the public sector.

6. The Sustainable Development Goals (SDGs) are a collection of 7 global goals set by the United Nations.
7. Make in India is an initiative launched by the Government of India to encourage multinational as well

as national companies to manufacture their products in India.
8. Make in India focuses on the 25 sectors of the economy.
9. MNCs can play an important role in the technological upgradation of the Indian economy.

Ans. 1. True, 2. True, 3. True, 4. True, 5. False, 6. False, 7. True, 8. True, 9. True.

Q.3 Full Length Questions and Short Notes

A. Short Notes
1. New Economic Policy 1991
2. Make in India
3. Invest in India
4. Foreign Investment Promotion Board (FIPB)
5. Foreign Direct Investment (FDI)

B. Full Length Questions
1. State the role of Social Infrastructure in India with reference to education.
2. What is the role of Social Infrastructure in India? Explain with reference to health and family welfare.
3. Evaluate Skill Development and Training Programmes in India.
4. Explain the Foreign Investment Policy Measures in India.
5. State the role of Multinational Corporations (MNCs).
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