& ‘ INDIAN ECONOMY
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tries have been facip
> Since 2007-08, Uf;:;;i;;ﬂfii::ever economic crisis fm?:hr:
Emn: Tmrﬁ:ilin of the 1930s. Slowdown of these economies Causeg
f:;?e ﬁZibeﬁ for Indian economy initially, as it fﬂaicel;:l ﬂl'le Problep, of
stagnation of demand especially, EKF“:’; demand. Realty ang other
sectors of the economy were also afdfecte : I
' i down of Indian econ of Gpp
==" ziucz]z‘:;ﬁrg:nainawvemge of 8.8% between 2002-03 and 2007-08 to
only 6.7% in 2008-09 |
Later, Indian economy showed signs of recovery and achieved 8.6 and
9.3% growth in 2009-10 and 2010-11 respectively. But' growth rate onee
again slided down to only 6.2% in 2011-12 and 5.0% in 2012-13.

L)

1. Characteristics of Indian Economy

Indian Economy became the fourth largest economy of the world
as per the latest report of World Bank. However, Indian Economy is
still lagging behind in many spheres. In India, in 2011-12, 58.2% of total
working populace was engaged in agriculture and allied activities. In
2008, its contribution to national income was 17.5%. This is an indicator
of backwardness of the economy. In UK and USA, only 1 and 4% of the
working population is engaged in agriculture; in France, the population is
about 77%; and in Australia, this is about 6%. It is omly in backward and less
developed countries that the working population engaged in agriculture is
quite high.

Alter independence, the basic economic structure of the country has
become more powerful. In quantitative terms there has been substantial
development. The annual growth rate, however was 8.0% during 2008-09.

Main characteristics and various aspects of Indian Economy are :

(i} Agrarian Economy : Even after six-decades of independence, 58.2%
of the waork force of India is still agriculturist and its contribution to Gross
Domestic Product (GDP) in 2011-12 is 14.1%.

1 {iti} Mi::dIEEDIle}I' ‘Indian Economy is a unique blend of public and
privatesector, i.e.a mixed economy. Inits enti t
has invested 459 ital Y- entire plan period, the governmen

(iii) Developing Economy :

The fo i :
Economy is a developing economy - lowing facts show that Indian
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(b} India currently has 260 million people or 26.1% population living
below Foverty Line,

(c) Level of unemployment is very high. Unemployment in India
is mainly structural in nature because the productive capacity is
inadequate to create sufficient number of jobs. There is an acute
problem of disguised unemployment in the rural areas. A person

is considered employed if he /she works for 273 da vs of a year for
eight hours every day

(d) Savings are low in India due to low national income and high
consumption expenditure. The low savings results in shortage of
capital formation. Capital is an important factor of production.

Note : There has been lack of capital and resources during the recent years,

but here it is gratifying to note that Gross Domestic Saving of India in
2008 had reached a high level of 38.0% and Gross capital formation
was 39775,

(e) India is the second most populated country of the world. During
1991-2001, population increased by 21.34%. With this high growth
rate of population about 1.7 crore new persons are being added to
Indian population every vear. According to 2001 census, the total
Indian population stands at a high level of 102.7 crore which is
16.7% of the world’s total population. To maintain 16.7% of world
population India holds only 2.42% of total land area of the world.

{f) Indialacksinlargeindustrialisationbased onmodern and advanced
technology, which fails to accelerate the pace of development in the
economy.

Important facts relating to characteristics of Indian Economy

-

o

=

1

The fg|
dEvElﬂpin

Primary sectorof Indian Economy is agriculture and the related sectors.
The contribution of agriculture sector in GDP in 2008-09 was 18.9%.

SEmndmj’ﬁecmmqudianEmnﬂmyisrelatedtnindustrg,ﬁ.manufactuﬁng.
electricity etc. Its contribution to GDP is approximately 23.8%.

Tertiary sector of Indian Economy is related to business, transport,
communication and services. Its contribution (the share of services) in
GDP is approximately 57.3% in 2008-09.

The contribution of public sector in the gross production is less than 20%.

The best indicator of economic development of any country is per capita
INcome,

During 2000-01 and 2004-05, NNP growth rate accelerated to 6.4% and
per capita NNP grow at the rate of 4.7% per annum (at 1999-00 prices).
During 200405 and 2009-10 further acceleration found in the NNP

E“_:'WL}I rate to 8.4% and that of per capita income to 6.85% (at 2004-05
Prices),

Owing factors are important in Economic Development of a
()N B Country :

i Mural resources, (2} Capital gain, (3)Skilled labour force, (4)Surplus
ofagriculture, (5) Justified social organisation, (6) Political freedom,

E;] Freedom from corruption, (8) Technological knowledge and general
Ucation S ;
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2. Agriculture and Land Development
- i Onomy.
> Agriculture is the mainstay of the Indian Ec ,F ‘
B .tal formation in GDP dEElir.Ed

§ agricultural sector’s capt : :
y Eﬂ;?g;eﬁc;n I:EE early 1990sto 1.28% in early 2000s. This has improyeg

to 2.12% in 2006-07. ' - |
> Agriculture and allied sectors contribute nearly 187% onal incop,

(GNI of India), while about 60% of the population is dependent g,

agriculture for their livelihood.

= The agricultural output, dejpends on mo
sown in is dependent on rainfall. ‘

= Land utilisation data is available for 92.9% of total geographical area i
3,287 3 lakh hectares.

> Agriculture accounts only for about 10.6%

2009-10. .
Share of Agricultural Sector in Total Gross Domestic Product

(At 1999-00 prices, in percentage terms)
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nsoon as nearly 60% of ag,

of the total export earnings in

Year Agriculture®
1950-51 56.5
1970-71 45.9
1990-91 34.0
2007-08 17.8
2008-09 (Q) (200405 Prices) 15.7
2009-10 (R) (2004-05 Prices) 14.6

" Agriculture includes agriculture, forestry and fishing.

(Source: Economic Survey 2007-08, Statistical Abstract of India 2008 OS50 National
Accounts Statistics, 2011}, (2004-05 prices)).

> Figures provided by the Central Statistical Organisation reveal that
between 1950-51 to 1960-61, the share of agriculture in GDP has been

€ range of 55 to 52%. The share . ‘
; ; of agriculture indi
decline and reached a level of 14.6% in 2009-10, re indicated a sharp

"% animal husbandry, dairy

tant rolein i :
mpm\;]n ﬂ"l i
e over nomic
the rural masges, = all eco
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e, there is need for sustainable and

th agriculture a i

nd the allied sectars,
Phﬁﬁc":‘tu}fﬂ'lattheagri ”
dsecuraty E:l.nd,i.nthEp

balanced development of bg

culturalsectoractsasabul-
tocess, national security as

workinmaintaining foo
well.

Agricultural growth rate achieve

for the 10th Plan (2002-07) was while the target

4% and for 11th plan (2007-12) is also 4%.

Sugar crops, Fibre crops, Narcotic crops, Beverage crops.

To encourage the agricultural products, the government announces to
minimum support price for important agricultural Crops.

The‘ ﬁ;ncﬁnn_ﬂ:r' Agriculture Cost and Price Commission (ACPC) is to
decide the minimum support prices on behalf of the government,

Minimum Support Price (MSP) announced by the government is that
price at which government is ready to purchase the crop from the
farmers directly, if crop price falls below the MSP.

E"cnr providing facilities relating to storage of agriculture products,
National Co-operative Development and Warehousing Board” was
established in 1956 and “Central Warehousing Corporation” was

established in 1957. Thereafter in states also the State Warehousing
Corporation were established.

The programme of High Yielding Variety Seeds was combined with a
guiding project LA.D.F. and a target was set to extend this system of
development in entire country.

The credit of green revolution in India is given to the Agriculture
Scentist Dr. Norman Borlaug. However, the contribution of Dr. M.5.
Swaminathan is not less. But, its termed name is the contribution of
American scinentific Dr. William Gande.

Due to horrible famine during 1965-66 and 1966-67, the government
implemented the new agriculture policy of high yielding seeds so as to
increase agriculture production.

India is the largest milk producing country in the world.

There is significant increase in the milk production to the level of 108.5
million tonnes in the year 2008-09 as compared to 53.9 million tonnes
in 199091,

Speedy increase in the field of milk production is called White
Revolution.

To increase the pace of White Revolution, the Operation Flood was
started,

In milk production of the country the share of Buffalo, Cow and Goal
's 507, 46% and 45% respectively. ‘

The Father of Operation Flood was Dr. Verghese Kurien.

The Operation Flood was the largest integrated dairy development

Board in 1970,
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uction was due to “Yellow Rwﬂluﬁﬂ .

’ Gt d
The increase in oil seeds pro ¢ Bl production was callegq ”Elﬂ
U

The progress in increase ©

Revolution™. jucer in the country.

Assam is the biggest tea P el o—
India ranks sixth in world coffee productior utes only 4,

of world coffee production. world. Here, sugarij
Cuba is known as the Sugar Bowl of the 8Ar IS madg

troot. 2 _
?I:ia I:ﬂl::ls first position in the world in the production of Sugar-

and sugar.

Cang

culture in the industrial sector is not only for

: : ides foodgrains for the
aw material, but it provi : People
f;‘;ﬁg; ;:n ﬁ:t sector and market for industrial products,

Agricultural Production

b

Indian agriculture still depends upon monsoon.
oduction can be divided into two parts — Foodgrains

> ingdrlﬁﬁ;:iﬁgrrﬂi ns, in which the share of foodgrains is two-third angd
non-foodgrains is one-third.
Pattern of Government Outlay on Agriculture in the Plans
Five Year Plans Total Plan  Outlay on Agriculture Per cent of
QOutlay and Irrigation total outlay
First Plan (1951-56) 1,960 600 31
Second Plan (1956-61) 4,600 S50 20
Third Plan (1961-66) 8,600 1,750 21
Fourth Plan (1969-74) 15,780 3,670 23
Fifth Plan (1974-79) 39,430 8,740 sl
Sixth Plan (1980-85) 1,09,290 26,130 24
Seventh Flan (1985-90) 218,730 48,100 22
Eighth Plan (1992-97) 4,85,460 1,02,730 1
Ninth Plan (1997-2002) 8,59,200 1,76,217 2.5
Tenth Plan (2002-07) 15,25,639 3,05,055 i
Ewenth Plan {2007-12) 36,44,718 T 6,74,105 18.5
0

Source : Various Five-Year Plan Documents (Courtsey

=

=

te: 1 Agrfmfrurafsecm”'smmpnsedﬂfagricuitumandﬂﬂiﬂdﬂfﬂ"ﬁﬁﬁs
rural development, special area programmes and irrigation
flood controls.

2. Tenth and Eleventh Plan figures are at 2006-(7 prices.

: Indian Economy’) |
The percentage of plan outlay on agriculture and allied sectors to tof

]E}:; outlay varied between 31% and 14.9% from the First Plan to Ten

Actual outlay on the agricultural sector ran d 247
ed between 18 an
;;‘ ?t!';e total Plan outlay [exl:_'el:-t during the Fi%st Plan, it was as high &

E
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During Eleventh Plan (2007 12) th
: o e '
outlay on agriculture has declined to ELTJ Foodgrains Production

15.5‘:%, Thiswasatarecord high
During the first decade of planni_ng (1951-61) of 259,32 million tonnes

when‘ the First and Second Five Year Plane 1 2011-12 in India,
were implemented, the ann

ual rate of growth in aeri 5
During the next two decades of plann i P——
progress achieved under the

HYVT, theoverall progressin agriculture was dismal; the annual average

rate of growth declined to 2.29 and 1 70
of bad weather and POOT Monsoon Eﬂnd?l-inn]f vely, mainly because

The growth rate in the 1980's was highly respectable (3.9%).

The Tenth Plan had fixed a target rate of : .
achieve 8% rate of growth in f%D I:a e of growth of 4% in agriculture to

During the Eleventh Plan also, the Planning Commission has fixed the
target of 4% rate of growth in agriculture.

The Tenth Plan was the first
production.

Actual production of rice ranged between 82 and 93 million tonnes in
between 1997 and 2007. ‘

The production of wheat which stood at 11 million tonnes in 1960-61

rose to 76 million tonnes in 1999-2000, but declined to 72 million tonnes
in 2003-04,

Actual production of wheat ranged between 69 and 75 million tonnes
in between 1997-2007.

Even now the production of pulses fluctuates between 13 and 15 million
fonnes per year.

Green revolution did not cover barley, ragi and minor-millets,

The Green revolution was confined only to High Yielding Varieties
(HYV) mainly rice, wheat, maize and jowar.

MNational Agriculture Insurance Scheme was implemented in Oct. 1999.
On 28" July 2000, the Central government fixed targel for rate of growth

in agriculture sector at more than 4% by 2005 under the National
Agriculture Policy.

345

plan which did not fix targets of crop

Land Reforms Programmes in India include

Elimination of intermediaries

Tenaney Reforms

Determination of ceiling of holdings per family

Distribution of surplus land among landless people
Consolidation of holdings (Chakbandi)

By the end of first five year plan middlemen had been removed (except
small areas), _

The fﬂllﬂwing measures were made effective for the betterment of
farmers .

) Regulation oftax (i) Security for the rights of farmers

(iif) Right of land ownership for the farmers ;

*
*
b
%
]
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For the reorganisation of agriculture land holding mainly twg mEaE"I‘ua

ili ii kbandi.
_ (i) Land ceiling and (ii) Cha .
were taken — (i) aximum land which can be hejg "
3

Land ceiling determines the m ] ; :
farmer. Holding more than that area will be 1*"?.;15: b
Chakbands of land means to aggregate the divided and brokep lang.

The land within area less than 1 hectare, is C?]lﬁd fgﬂﬁ"?a‘r ‘Iaﬂff holgjy, "
1 to 4 hectare area is called small land holding and the land withip ,, -
more than 4 hectare, is called Jarge land h..:;:.-‘dmg s

Chakbandi was implemented first time in India in the year 1920 i,

Baroda.
The irrigation potential in India in 2000-01 was 9.47 crore hectara,

Green Revolution was started in the Third Five Year Plan.
The most positive effect of Green Revolution was on wheat. There v,

500% increase in crop production.
Unorganised sources of agriculture finance are money-lenders, money-
dealers, relatives, businessmen, landlords and commission agents.

Organised sources of agriculture finance are Co-operative Committees,
t‘n—nperaﬁve Banks, Comunercial Banks, Regional Rural Banks, the

Government etc,
Co-operative Credit Organisation started first time in 1904,

Primary Co-operative Committees provide credit for short period.
State Co-operative Agriculture and Rural Development Banks provide
credit for long period.

Land Development Bank provides long-term loans.

Land Development Bank was established in the year 1919 in the form
of Land Mortgage Bank.

MNational Bank for Agriculture and Rural Development (NABARD) is
the apex institution of Rural Credit. It was established on 12 July,
1982b}_r the merger of Agriculture Credit department and reconstruction
of Agriculture and Development Corporation of the Reserve Bank of
India. Its establishment is based on the recommendations of Shivraman
Committee,

Authorised share capital of NABARD was Rupees 500 crore. However,

after an amendment its authorized share increa '
sed upto 5 ore with
effect from 1% February, 2001, et

Buffer stock on January 1, 2002 was a 58 million tonnes
Two major crops of India : |

(a) Kharif Crops : Sown in July and harvested in October. They

Groundnat Jowar, Bajra, .Maize, Cotton, Sugarcane, Soyabean,
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(b) RabiCrops: Sown in October andh
include Wheat, Barley, Gram, Tur

(c) Zayad Crops: Sowndurin
Vegetables, Moong etc.

arvested in March/ April. Th
Rapeseed, Mustard. F e

& March to June. It include Watermelons,

3. National Income
Mational income is the measuremeny of flow

economic system. of services and goods in

Comparison between National income with N
national wealthis the measurement of present assets availableona g

time, while the National income iz the measurement of the rudug::; o
power of economic systermn in a given time period. ¥ o

The figures of National income are based on the financ; ] :
1st April to 31st March). ancial year (i.e. from

The base of one year is taken for calculating National income, as all the
SEASONS come in a VEar,

The data of estimation of India’s National income are issued by Central
Statistical Organisation (CS0).

ational wealth : The

Relationship among different forms of National Products
GNF (at MP)
(=) NFI

(-2)

el MPE_D} GDP (MP)

- (NFD) R
(=) INT
NDP (M) GDF (FC)
— ({NFI) (-D)
(<) INT |
NDP (FC) GNP 0, — GDP ) + X =M

Where :

GNP = GDP +X-M
(ME) {MF) GNP —» Gross National Product

X = Income earned and received

} by nationals within the
ﬂ boundaries,
bl M = Income received by foreign

. nationals within the country.
. NF] . Net FDIEign Income.

NINP — Net National Product
NDP — Net Domestic Product
GDP — Gross Domestic Product
MP — Market Price

FC  — Factor Cost

D — Depreciation

INT — Indirect Net Tax

P at Factor Cost = NNP at market prices—Indirect Taxes + Subsidies =
" @ market prices - Indirect Taxes + Subsidies = National Incomes
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4. Economic Planning

> Economic Planning is the process in which the l;mtec: Natura| Tesoy,
are used skillfully so as to achieve the dESHIE{ goa Eti-l The ©Oncep,
Economic Planning in India, is derived fnm; ‘-‘3:‘“‘;‘ (the then USSR]M
y ing’ in India derives its objectives and social premigeg Frtge 1
- [liljll:ET;ITE Principles of State Policy enshrined in &}E ﬁﬂmﬁmtimfn %
34, the proposal relating to economic planning cam
= ﬂ:eﬂ;iisfet?;fin the bul?:}l-: I:}f Vishveshwaraiya tfH‘Ed “Planned EmnE for
for India”. Thereafter in 1938, the All India Congress Cﬂnum?ﬂne'};
demanded for the same. In 1944 efforts were made by 8 iJ‘idust;-ialiE!a
under “Bombay Plan”,
> Thereafter, in the same year, ‘Gandhian Plan' by Mr. Marmaraﬁn'
in April, 1944 the ‘People’s Plan’ by labour ll:i'EldEI' M.N. Roy ang i
January 30, 1950 the ‘Sarvodaya Plan’ by Mr. Jai Prakash Nﬂl‘ﬂyan Wee
presented.
> After independence, in 1947, the committee on economic Planning v,
constituted under the chairmanship of Tawaharlal Nehrya, ThEIEﬂ“Er,
on the recommendation of this committee, Planning Commissiop Was
constituted in March, 1950 and the format of first Five Year Plan was
prepared in 1951,

> The Planning Commission was constituted in India in 1950 as a nop-
constitutional and advisory corporation. The Indian Constitution did
not provide for the formation of Planning Commission.

> The basic aim of economic planning in India is to bring about rapid
economic growth through development of agriculture, industry, power,
transport and communications and all other sectors of the economy.

> InIndia, more than 11 Five Year-Plans have been implemented so far.
The target and achievemnents of these plans are given in the following

table :
Five-year Period Target growth Achievement Model
Plan rate of GDP  (Fn % age)
{In % age)
First Plan 1951-56 29 3.6 Harrod-Domar Model
Second Plan  1956-61 4.5 4.1 Prof. P.C. Mahalanobis
Third Plan  1961-66 5.6 2.8 Sukhmoy Chakraborty and
Prof. Saddy
Fourth Plan  1969-74 5.7 3.3 Ashok Rudra and Alon 5,
Manney
Fifth Plan 1974-79 4.4 48 Alike Fourth Five-Year Plan,
' which is called “Investment
Model of Planning
: Commission”.
Sixth Plan  1980-85 5.2 5.7 Based on Investment Yojana

Infrastructural changing
and trend to growth model
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Five-year  Period Target growth Achievement Muodel
I'I‘_Ian Tate ﬂf GDP {l.l'l 'Dl.",:]. nEE:I
{In % age)
geventh Plan  1985-90 5.0 6.0 Alike Sixth Five-Year

plan prepared © Pranav

Mukherjee)

gighth Plan 199297 5 68  John W, Miller Model

Ninth Plan  1997-02 6.5 5.4 Created by ‘Planning
Commission.’

Tenth Plan  2002-07 8.0 7.2 —do —

Eleventh Plan 2007-12 9.0 — Prepared by Prof. C
Rangarajan

Source : Flanning Commission, Ninth Five Year Plan (1997.2002). Vol. I and Tenth
Five Year Plan (2002-07) etc.

> In addition to this, six yearly plans were also made. These yearly

plans were made for the years 1966-67 to 1968-69, 1978-1980 and from

1990-91 to 1991-92. The plan for the year 1978-79 was continuously
implemented.

First Five-Year Plan (1951-1956)

> First five year-plan was based on the “Herrod-Domar Model”.

> The aim of this plan was to start process of balanced development of
economy.Agriculture was on top priority in this plan.

> TheFirst Plan emphasised, as its immediate objectives the rehabilitation
of refugees, rapid agricultural development so as to achieve food self-
sufficiency in the shortest possible time and control of inflation.

= This plan was successful and achieved the growth rate of 3.6%, which
was more than its aim.

> During this plan there was increase of 18% in national income and 11%
in per capita income.
Second Five-Year Plan (1956-1961)
> This plan was based on the P.C. Mahalanobis model.
> To establish socialist order, derived from Soviet model, the Second
Plan aimed at rapid industrialisation with particular emphasis on the
development of basic and heavy industries.
> In this plan, Industries and Minerals were on top priority and 20.1% of
total outlay was allocated for this sector.
:, Second priority was given to Transport and Communication for which
27% of total plan outlay was allocated.
This plan was also successful and it achieved 4.1% rate of growth. ;
Various important large industries like Steel Plant at Durgapur, Bhilai
__and Rourkela were established during this plan.
ird Five-Year Plan (1961-1966) dentand toreach

€ aim of this plan was to make the economy indepe Eag e
1«88l active take off position. This plan is also called “Gadgil Yojana.
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e its aim of 5.6% growith fate. +

industry both were On its priority,

of this plan was Indo-China war, b
drought.

ting debt obligation led to moye

ional Monetary Fund. The rupee iy
on turned out,

This plan could not achiev
In this plan, agriculture and
The main reason of failure
Pakistan war and unprecedented
A growing trade deficit and moun

t
more borrowings from the Interna .
devalued in June 1966 to little success as it 50

1969)
Holiday (From 1966-1967 to 1968-
zan-rh: mlsg;able failure of the Third Plan forced the Government to deglay,

' drawn in this interven;
; holiday’. Three Annual Plans were ; dtin
;é:iid.%eagcﬂﬂﬂm}' faced another year of drought during 196¢-67 8

= During this period three separate plans wen? prep:amd,

> Equal priority were given to agriculture, its allied sectors and the
industry sector.

> The main reason of plan holiday was Indo-Pakistan war, lack gf
resources and increase in price-level.

Fourth Five-Year Plan (1969-1974)
> The two main objectives of this plan were ‘growth with stability’ and

‘progressive achievement of self reliance”.

> In this plan ‘Establishment of socialist order” was specially aimed,

> ‘Growth with justice”and ‘Garibi Hatao'(Removal of poverty) were the
main objectives of this plan.

> This plan failed to achieve its aim and it achieved only 3.3% annual rate
of growth as against its aim of 5.7%.

> The shortfall during this plan was due to the adversity of climate and
arrival of refugees from Bangladesh. '

Fifth Five-Year Plan (1974-1979)

> The Fiftl} Plan draft as originally drawn up was part of a long term
Perspective Plan covering a period of 10 years from 1974-75 to 1985-86.

> The two main objectives of this plan were poverty eradication and
attainment of self-reliance,

> During the plan, initially, the growth rate target was fixed at 5.5.%,
however, it was amended to 4.4% later on,
Top priority was given to agriculture, next came industry and mines.

Originally the approach paper of the Fifth Pl

e ap an was prepared under
C.Subramaniam in 1972, but final draft of the Plan waP; l:: are:; and
launched by D.P. Dhar. £

> This plan was generally successfy
Pl L. Howey 2 i
decline in poverty and unemployment, er there was no significan

= This plan, which was started by th
E -
later terminated in the year 1 9};'8. then ruling Janata Government was

Rolling Plan (1978-1980)

> The new pattern started b
y Janata Government, whi
Year performance of the plan would be assesg Which meant that evey

Y Yy

i

LR
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» The m]]ir!,g plan started with an

continuation of the terminated Fifﬂ???zﬁl plan for 1978.79 and SR
5ixth Five-Year Plan (1980-1985) '

The Janata Government originally :
- ¥ Introd

1978-83, but later a new Sixth Plan repl a{::dcT, ;2;5
The basic gbjecl-‘ive of the Sixth Plan was removal of pov
aimed at achieving economic and technological self—xilia‘:g - ;I:: B
poverty, generating Emplq}-r_nent and improving the qualitj:- of ;:::Lgf
the poorest through the Minimum Needs Programme etc.
» During this period the Indian economy made all round

Io
most of the targets fixed by the Planning Commission ﬁeregﬁz?isa:;

though during the last year of the plan (1984-85
country faced severe dTDUght conditions. ) many parts. of the

> The target growth rate, in this plan, was fixed at 5.2% and it achieved
successfully 5.7% of annual rate of growth.

» Inthis plan, important programumes like Integrated Rural Development
Programme (IRDT), Minimum Needs Programme (MNP) were started.
Seventh Five-Year Plan (1985-1990)
» The objectives of this plan include establishment of self sufficient
economy, creation of more opportunities for productive employment,
slowing down the rate of population growth, to provide people with
adequate nutrition and energy and environmental protection. But main
aim of the plan was to increase production in all sectors and to generate
opportunities for employment. '
There was increase in per capita income at the rate of 3.6% per annum,
In this plan, for the first time private sector was given priority in
comparison to public sector.
;, > In this plan, employment generating programmes like Jawahar Rozgar
Yojana were starfed.
> One of the major worries during this period was widening gap between
1 'the income and expenditure of the Government, which led to mounting
fiscal deficit.
Annual Plans
The Eighth Five-Year Plan (1990-95) could not take off due to the fast
changing political situation at the Centre. The new guver{xmen’tl, which
assumed power at the Centre in June 1991, decided that the Eight Five-Year
Plan would commence on April 1, 1992 and that 1990-91 and 1991-92 should
be treated as separate Annual Plans. Formulated within the Era.rnewc:rrk
of the Approach to the Eighth Five-Year Plan (1990-95), the basic thrust
of these Annual Plans was on maximisation of employment and social
hﬂnsf{:.maﬁnn‘
Eighth Five-Year Plan (1992-1997)
> The fourth versim: gfg the Eighth Plan (1992-97) was HPP{nv:d i:it :
time the country was going through a severe economic ‘:.rfﬂl:’tm; ﬂnng
debt burden, ever-widening budget deficits, mountig 1

“®ssion in industry.

plan for the period
the period 198085,
P

vy

o
s

T S

rE—
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> The PV. Narasimha Rao Government initiated the process of fiscy
reforms as also economic reforms. :

In this plan the utmost priority was given to “Development of |,

. Resmfr!::.es“ ie. Empla}rrE'lI;nt. gducat?un and Public Health. In a4 dir::;:
to this, the important aim made in this plan was to strengthen the basj,
infrastructure by the end of the decade.

> This plan was successful and got 6.8% annual rate of growth, whig,
was more than its target of 5.6%.

> During this period, Pr.iiF an Mantri Rozgar Yojana (PMRY) was starteq
in the year 1993.

Ninth Five-Year Plan (1997-2002)
> The Ninth Plan was launched in the fiftieth (50th} year of India.

Independence.

= Planning Commission released the draft Ninth Plan document op
March 1, 1998. The focus of the plan is “Growth with Social Justice ang
Equity”.

> It assigned the priority to agriculture and rural development with 5
view to generating adequate productive employment and eradication
of poverty. However, the plan failed to achieve the GDP growth target
of 7% and realized only 5.35% average GDP growth.

> The recession in international economy was held responsible for the
failure of ninth plan.

Tenth Five-Year Plan (2002-2007)

> IntheTenth five-year plan, ithad been proposed to eradicate poverty and
unemployment and to double the per capita income in next 10 years.

> The Tenth Plan has indicated that the current backlog of unemployment
is around 35 million persons, i.e. 9% of the labour force.

> The Tenth Plan was expected to follow a regional approach rather than
sectoral approach to bring down regional inequalities.

Some creditable achievements of the 10th Plan

> Gross domestic savings (as percent of GDP at market prices) averaged
28.2% in 10th Plan as against 23.1% in the 9th Plan.

> India’s foreign exchange reserves reached a level of US § 185 billion in
February 2007.

> Though the 10th Plan could not achieve its target of 8% growth of GDE,

but has taken the economy to a higher trajectory of growth rate at 7.6%
as against 5.5% in the 9th Plan.

> Foreign investment flows were of the order of US $ 20.2 billion in 2005-
06-US $ 7.7 billion in the form of Forei gn Direct Tnvestment (FDT) and
US $ 12.5 billion in the form of Portfolio Investment (P1). In 2006-07,
out of total inflows of the order of $ 29.1 billion, FDI accounted for §
22.1 billion (i.e. 76% of total).

Eleventh Five Year Plan (2007-2012)

>  The National Development Council (NDC), country's highest policy

g‘lu%kjng body, endorsed the 11th Plan document on 19th Decembet
7. : AR
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[tenvisages an average 9% GDP Browth in the first

five-year g;rlud wiﬂ:h a growth of 109, during tl']lzﬁtef:r::irn}:T:;f EE{Z?I‘;I 'E.IIEE
arlier 7. growih rate in the 101 PPl: i i

Ec_higvei an and 3.52% in the o Plan was

Total Plan expenditure for the 1144 Plan .
k proposed to the tune of Rs. 36,4471 o period (2007-12) has boen

re, which i
double of the Plan expenditure of the 10th Plan, ich is more than the

» OfthetotalPlanexpenditurefixed fort

hellthPlan Centre'ssha
e rewouldbe
Rs.21,56,571 crore where as the share of the States would
Rs. 14,88,147 crore. uld beto the tune of

= Gross Budgetary Sup
has been fixed to Rs.
for the 10th Plan.

= Of the GBS 74.67% will be for the Priority sectors and the rest 25.339%
for non priority sectors. For the 10th Plan it was 35.20% and 44.80%
respectively.

> In the 11th plan (2007-12), overall rate of growth of GDP was B.0%.
Under-achiever was the agriculture, rate of growth of which remained
low at 3.3% over the plan period, as compared to the 4% target rate of
growth.

> The 11th plan visualised “Faster and more inclusive growth” as its
objective.

> Balance of trade deficit has reached US $ 644 billion in this plan period
(2007-12), indicating at payment crisis during the terminal year of the
11th FYP. It was this payment crisis which led to sudden depreciation
of rupee in 2012, when rupee plunged from ¥48.70 per US dollar in
February 2012 up to 58 per US dollar by June 2012,

> Itis noteworthy here that India's trade-deficit which was of the order
of $10.69 billion in 2003-04 has shot up to $185 billion in 2011-12,

= CAD (current account deficit) has been on rise since 2006—07 and by the
year 2010-11 it had reached $45.9 billion.

Under the shadow of deceleration in our economic growth especially
industrial growth, galloping inflation, depreciation of rupee and balance
: of payment problems, the 12th FYP has begun.
Twelfth Five Year Plan (2012 — 2017) _
¢ = The Approach Paper of the 12% Plan, approved by the NDC {Nahﬂ“:;:
Dﬁ\relnpment Council) in 2011, had set a target of 9% average-grow
of GDP over the plan period (2012 - 17). _
The broad vision and aspirations of the 12 FYP (Five Year Flf"ﬂj
o reflected in the subtitle ‘Faster, Sustainable and More Inclusive
rowth’, :
The 124 pjan sets an ambitious target of one lakh MW in W 2;
E"mﬂratinn, where as actual realization in 11" l?lﬂlt'lﬁwaﬁ 50,000 ’
feount of slj e in public sector power projects. :
Itseems tha Gpgavgrmngnt is intendirﬁg to withdraw from mf;;s;ru anrl:i‘:
SBCtOr in the 17 Plan and laying more emphasis on PPF (publicp
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port (GES) for the Plan expenditure of 2007- 12
14,21,711 crore, where as it was Rs. 8,10,400 crore
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= The Approach Papet of 12% Fﬂ: states
accounting for T 4,86,603 crore \ina in terms of number of PPP Projec,

. to-day is second only to Ch =
il.:-ln??:'ﬂtf[;'lﬁagf investments it is second to Brazl
s - ing the Central Planp;
Ty T;::;F::EZE F‘Fﬂnning - In ﬂ‘ilzc? .;E;E tt?.: Eﬂi}ﬁ;lfand the targets EET &?d
authority dzgigﬁ;];aﬂtr;;v:;icﬂsﬂwg them are o l:.rE .-=:-trh:1:]§"l if;::luwed. Thig
i pﬂ?m]f:m is mainly practised in the socialist econo :
L' ng this type of planming the State sets broag

Indicative Planning : In different from centraliseg

It 1s
and poals for the economy.
g?::i]::ﬁ?:s u:ﬂikgenin the latter, the State does not see Plan targets to the

i indi the targets to be achieved. Ttwag
1 details, but only broadly indicates nievey
:Ezgijgtmeﬂt:rsmuntry};ince the 8th Five-Year Plan, as practised in many

developed countries.
Perspective Manning : It's a type

that India has 1017 PPP Project

=

of planning for a long period of time,
usually 15-20years. Asahighly specialised task, it1s ﬂperatfanahsed through
the Five Year and Annual Plans. In such form of planning, the F‘L_?II'II‘iErs
formulate a perspective Plan that broadly defines the direction desired ts

be taken by the economy.

Rolling Plan : Under the scheme of rolling Plans, there are three differen
steps. First, a plan for the current year which includes the annual budget.
Second, a plan for a fixed number of years, say three, four or five. Itis revised
every year as per the requirements of the economy. Third, a perspective plan
for 10, 15 or 20 years.

Core Plan : As per this concept, the Planning Commission asks the states
to submit their projected revenue estimates. On the basis of these estimates,
Planning Commission determines the expenditure heads for State Annual
Plans. This helps in keeping the Plan target to realistic limits and prevents
diversion of funds from the priority items to the non-plan account. The
concept of ‘Core Plan’ has emerged recently.

Planning Commission : Structure and Functions

* The Central body for making plans in India is the Planning
Commission,

> P]ﬁa,:m-ng_{:nn'mission was constituted on 15% March, 1950. The Prime —
Minister is the ex-officio Chairman of this Commission

> There is no provision for (or ment; .

ti i ission i

Constitution of India. el Setuing Compisglonin e

= It was mﬂsﬁﬁlted i'l."l_
insttution.

> It was constituted by the Uni ;
of Union Parliamenlf nion Cabinet on the proposal of a membér

g Th.E BOovernment hﬂ.E

char s . :
to Hime, 1ged its organisation and structure from HI*



L B |

¥y

>

Indian
El:nnumy 155

here is no fix term/ tenure of the D t i
;IL g Comtiesion, eputy Chairman and members of
The members are appointed by the EOVernment,
The government can change the number
The Deputy Chairman of

of a cabinet rank minister,

The Commission estimates physical-capital and human resoirces
The Comimission prepares
use of national resources,
The Commission makes critical anal
reformative suggestions.

Final clearance to planning isgivenby “National Development Council”.
v

of its members,
the Planning Commission enjoys the status

plan for maximum effective and impartial

ysis of each step and gives

National Development Council

-
=

=

¥y

Mational Development Couneil was constituted on gt August, 1952,

The Prime Minister is the ex-officio Chairman and the Secretary of
Planning Commission is the ex-officio Secretary of this Council,

ChiefMinistersof all thestates and themembers of Planning Commission
are the members of National Development Council.

National Development Council (NDC) is an extra constitutional body.

Its aim is to make co-operative environment for economic planning
between states and Planning Commission,

The main functions of NDC are :

(i) To evaluate the management of plans from time to time.
(ii) To analyse the policies affecting development.
(iif) To give suggestions to achieve the aim fixed in the plans.
{iv} To give final shape to the plan.

. Models of economic development

' Nehru-Mahalanaobis Model -

-

..Tht Gan

Nehru-Mahalanobis model of development emerged as the driving
force of the strategy of development adopted at the time of formulation of
the Second Five Year Plan and has continued right up to the eighties.
ltaimed at enlargement of opportunities for the less privileged sections
of the society.

Growth with social justice was the goal of Nehru—Mahalanobis model
since it intended to foster a self-generating path of development with
Al assurance to the common man that poverty, unemployment, disease
and ignorance would be removed so that individuals could realise their
Potential with the extension of social and economic opportunities.

o t.hE Nehru-Mahalanobis model the Stafe controlled the commanding
ghts of the econom y through the public secfor.

o ndhian Model of Growth . 1044
Gandhian Plan’ was brought out by Acharya S.N. Agarwala in

Was re-affirmed in 1948, formed the basis of Gandhian model of
Browth
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~ The basic objective of this model is to raise the ,_maten'a.if as well gg4
as to provide a basic standarq ¢

cultural level of the Indian masses s0

life.
It aims primarily at improving the economic conditions of the village,
of India and hence, it lays the greatest emphasis on the scientisi;
development of agriculture and rapid growth of cottage and villag,

industries.

The Gandhian model aims at the reform of agriculture as the most

important sector in economic planning in India.

The Gandhian model’s primary aim is the attainment of maximum
ities. Hence, the plan emphasises

self-sufficiency in village communi
the rehabili -tation, development and expansion of cottage industries

side by side with agriculture. Spinning and weaving are given the first

place.
While Nehru wanted to give prime imp
Gandhian model attempts to give primacy to agricul

handicrafts and cottage industries.

artance to heavy industries, the
ture supported by

LPG Model of Development
» The LPG Model of development was introduced in 1991 by the then

=

Finance Minister Dr. Manmohan Singh.

This model was intended to charter a new strategy wit
liberalisation, privatisation and globlisation (LPG).
LPG Model of development emphasises a bigger role for the private

h emphasis on

sector.
It envisages a much larger quantum of foreign direct investment to

supplement our growth process.
It aims at a strategy of export led growth as against import substitution
practised earlier.

It also aims at reducing
abandons planning fundamentalism
market driven pattern of development.

the role of the State significantly and thus
in favour of a more liberal and

PURA Model of Development
> The Union Cabinet on 20th Jaunary, 2004 accorded in principle approval

for -fl‘!E execution of PURA within the gross budgetary support for
bridging the rural-urban divide and achieving balanced socin-economic

development.

ThquglL Dr. A.PJ Abdul Kalam, ever since he became the President of

:m:ha hag been advocating his Vision 2020, and, to eradicate poverty

L:;:nm India, hn_a P:'IEIS: been emphasiging the adoption of PURA (Pro viding
rban.:-imemﬂe&mﬂﬁuraf Areas)-however, itwasMahatma Gandhiwhe

underlined the exploitation of rural society by its urban counterpart.

The objective of PURA is to propel economic development without

population transfers.

The PURA concept is the response to the need for creating social and
economic infrastructure which can create a conducive climate o7
investment by the private sector to invest in rural areas.
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Although PURA draws its inspiration from the Gandp;
development _whlch Empl?sm_res rural development andhian model] of
postulate, yet in-the prescription, it is neo-Gandhjan ?51: E Fundamenta]
intends to bring rural regeneration with the avowed ;]‘j e sense, that i

modern technology and modern amenities 1o the ruraljifz‘-’e of taking
areas,

[t does emphasize the enlargement of employment as
. the —
ro make use of rural manpower in various development asé}tfi?t?}e“we
es,

The PURA model, however, attempts a reconciliati
employment and GDP growth objectives. Rlzition. ‘between
he 11th Plan (2007—12) has provided Rs. , ;
TE.';':E PURA scheme in mmpaclt] m:;'[ grefsﬂilf ;Suiﬁiiiraiggiﬂi:ﬁhﬁg
(PPP) mode. P
5. Unemployment
In common parlance anybody who is not gainfully employed in any
roductive activity is called unemployed. However, it can be of two
Linds (i} voluntary unemployed and (i) involuntary unem ployed. Here
we are concerned with the second category of unemployed persons.
Hence, unemployment can be defined as a situation when persons able
and willing to work are seeking jobs at the prevailing wage level but
they are unable to get the same.
Unemployment in developing economies like India is not the result of
deficiency of effective demand inthe Keynesiansen se, buta consequence
of shortage of capital equipment or other complementary resources.
In India unemployment is structural in nature due to lack of productive
capacity and resources.

Types of Unemployment

(i) Cyclical unemployment : It 18 the result of depression in an

economy.

(i) Frictionalunemployment:Thiskind ofunemploymentistemporary.
It is the result of a situation when new industries drive out old ones
and workers change over to better jobs.

(iii) Open unemployment : It refers to those who have no work to do
even though they are able and willing to do work.
. This occurs at certain period of the

{iv}) Seasonal unemployment
Jess, and hence people are

work when work load is comparatively
rendered jobless. For example, in the period between past harvest

and next sowing, agricultural labourers are unemployed.
(v} Educated unemployed : This is mainly found in urban areas- Those
educated persons who are unable to-get work come under this

category.
ised l.u'if_*rTlp]U:.’]'t‘.IEI:li} - Tt results WhE:n
ss than what he or she is

rking as a clerk is under—

{wi) Under—employment (Disgu
a person contributes to production le
capable of, for example, an engineer wo

3 employed, i
i) Compulsory unemployment : It means the labour &P,Dwer ‘1'::
ready to work on the current rate but does not get the WOk
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; 5 the unemploymen; of
i loyment @ It I'FLEﬂI'I the
- ?;;ilifglla;g ?;:tf'l lgbc-u rers during “”"'CT'P ZZTE;‘B+
| During Ninth Plan, total 5.6 crore fresh unemploy 5an to log), for
= ¢

t. : |
;:PEEEE Ec-mr;ﬁSSiDn collects data of unemployment on the oy
> e

. 1 B la’ effective \
E-Ei&&?ﬁfui :.nﬂzg}ulecat data was on the basis of surveys of Nation,,
isati ASO).
Sample Survey Organisation (N . |
h'lﬁﬂ]‘JPlan the aim was to create 1 croré Em]:l]ﬂ}"l:ﬂ:!ﬂt. During N lt'_tth Play
the ad-:liti::mal requirement of work opportunities was E.P]:Irﬂxlmatﬂl}l

5 crore 30 lakhs.
i relating to unemployment are CDHEFIH:.I by Nationa)
4 IS];;?;? Et::vi;mﬂrganisgatiun (NASO). This Drgramsahnn has the
following concepts with regard to unemployment :
(1) General status of unemployment : In this E:ategcrry; generally, Fhﬂse
unemployed for more than one year are included. As such it is 5
long-term unemployment.

(2} Weekly-unemployment : The persons who have not got work for
even one hour in a week are included in this category.

(3) Daily unemplovment : It is considered the best concept of
unemployment.

> The main reasons for unemployment in India are slow economic
development, population explosion, outdated technique, improper
education system and limited effect of government planning,.

Labour Force Growth and Employment Requirements during Tenth Plan

> Job opportunities will need to be created for 53 million persons during
1997-2002 as a consequence of labour force increase, for 58 million during
2002-07 and thereafter for 55 million during 2007-12,

> Qut of the projected increase of employment of the arder of 50 million
during the Ninth Plan, 24.2 million em ployment opportunities - 48.2%
would be created in agriculture alone.

Employment Requirements during the 11" Plan (2007-12)

> Onaccount of the_mcreasing participation of females, the total increase
in labour force will be around &5 million during the 117 Plan. To this

may be added the present backlo 113
: . & of about 35 million. Thus, the total
10b requirements of the 11t Plan work out be 100 million
> The planners aims to rovi 11 L= '
s i provide 65 million additional employment

e Amﬂngﬂgriculhlrallabnurhgu hol .
groups, there was g sharp ine g ds, which represent the poorest

1993-94 to a hi gh level of 1 5.3% in 20 unemployment from 9.3% in

"

1

ig |
s l.lth March, 1997 ang Prior
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» Non—agriculturalemplo
i of 4.7% during 1999—200?12” expanded robustly at an annual rate

+ Employmentinthe organized sectar
annum during 1994-2000,

Un employment Rates between 1993-94 and 200405

» The results of the 61* Round of NSSO Survey Emplo t and
Ungmplu}'ment are based on a sample size which is neihgn;en -
small by standards of previous NSSO rounds e

» The unemployment rate based on current daily status in 2004-05 for
males was 8.0% (up fﬂ_:'m 7.2% in 1993-94) in rural areas and at 7 5%
percent (up from 7.3% in 1993-94) in urban areas. -

» The corresponding figure for females was 8.7% (u i
; . p from 7.0% in
1993-94) in rural areas and 11.6% (up from 9.4% in 1993-94) in urE;:nan
areds.

Employment Opportunities

» Instead of achieving an employment elasticity of 0.38 as projected in the
Ninth Plan, the actual employment elasticity achieved during 1993-94
to 1999-2000 was (.15.

» The employment projections reveal that with 6.5% GDP growth,
employment will increase from a level of 397 million in 1999-2000 to
468 million in 2012 - an increase of 71 million in a period of 12 years,
giving an annual average growth of 5.9 million.

actually declined by 0.38% per

Development and employment programmes at a glance

SL. Programme/TPlan/ Year of Objective/Description
No. Institution beginning
1. Community Development 1952 Overall development of rural area
Programme (CDP) with people’s participation.
2. Intensive Agriculture 1960-61 To provide loan, seeds, fertilizer
Development Programme tools to the farmers,
(IADF)
3. Intensive Agriculture Area 1964-65 To develop the Special harvests,
Programme (LAAP)
4, High Yielding Variety 1966-67 To increase productivity of food
Programme (HYVP) grains by adopting latest varieties
of inputs for crops.
5. Indian Tourism Development Oct. 1966 To arrange for the construction of
Corporation (ITDC) Hotels and Guest houses at various
places of the country.
6. Green Revolution 196667 To increase the foodgrains, Spec

ially wheat production (Credit goes
to Dr. M.5. Swaminathan 1n India
and Nobel lqureate Dr. Norman

Rorlaug in the world).

__#
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SL.
Mo.

7.

10.

11.

12,

13.

14,

15.

16.

17,

18.

19.

20.

21.

Lucent’s Gene
Year of
Programme/Plan/ o
Institution UEE“‘THE

Nationalisation of 14 Banks 1’;‘ ._g.[;:;
Employment Cuarantee 1972-73
Seheme of Maharashtra
Accelerated Rural Water 1972-73
Supply Programme
(ARWSP)
Small Farmer Development 1974-75
Agency (SFDA)
Command Area Develop- 1974-75
ment Programme (CADT)
Twenty Point Programme 1975
(TPP)
National Institution of Rural 1977
Development (NIRD)
Desert Development 1977-78
Programme (DDF)
Food for Work Programme  1977-78
(FWP)

1977-78

Antyodaya Yojana

Training Rural Youth for Self- August 15,

Employment (TRYSEM)

Integrated Rural October2,

Development Programme
(IRDT)

Mational Rural Employ-ment
Programme (NREP)

Development of Women September

and Children in Rural Areas
(DWCRA)

Rural Landless Em ployment August 15,

Guarantee Progra-mme
(RLEGP)
Self-Employment to the
Educated Unemployed Youth
(SEEUY)

1979

1980

1980

1982

1993

1983-84

Yy

ral Knowledge

Objective/ Deseriptigy,

To provide loans for 5 ¥

rural development aidm;?‘“'ﬂ.
priarity sectors. ey
To assist the economically
sections of the rural society,
For providing drinking wagg, .
the villages. Hl

'l'fﬂa_'kﬂ_

Fortechnical and financial assistan e
to small farmers.

Toensure better and rapid utilisatioy
of irrigation capacities of mediyp,
and large projects.

Poverty eradication and raising the
standard of living.

Training, investigation and
advisory organisation for rural
development.

For controlling the desert expasion
and maintaining environmental
balance.

Providing foodgrains to labour for
the works of development.

To make the poorest families of the
village economically independent
(only in Rajasthan State).
Programme of training rural youth
for self-employment.

All-round development of the rural
poor through a programme of assét
endowment for self-employment.
To provide profitable employment
opportunities to the rural poor.
To provide suitable opportunities
of self-employment to the women
belonging to the rural families ¥
are living below the poverty line-
For providing Emp]u}me“t A
landless farmers and labourers:

To provide financial and technic?
assistance for s-eIf—EmFllﬂ}’mE"t

_
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No.

Programme/Plan/
Institution

Year of

beginning

53, Farmer Agriculture Service 1983-84

24

26.

27.

28,

29,

30.

31

32,

34,

35,

3 s

=3

Centre’'s (FASC's)
National Fund for Rural
Development (NFRD)

Industrial Reconstruction
Bank of India

Comprehensive Crop
Insurance Scheme

Council for Advancement
of People’s Actionand Rural
Technology (CAPART) (H.Q.-
MNew Delhi)

February
1984

March
1985

April 1,
1985
Sep. 1,
1986

Self-Employment Sep. 1986

Programme for the Urban
Poor (SEPUT)

Formation of Securities and

April 1988

Exchange Board of India |

(SEBI)
Jawahar Rozgar Yojana

Mehrn Rozgar Yojana

Agriculture and Rural Debt
Relief Scheme (ARDRS)

Scheme of Urban Micro
Enterprises (SUME)
Scheme of Urban Wage
Employment (SUWE)

Scheme of Housing and

and Shelter Upgradation
(SHASU)

5'-l[-'=']'-"1]-r' of Improved Toolkits
o Rura] Artisans

April 1,
1989

October
1989

1990

1990

1990

1990

July 1992

dal

Ubjective/Description

To Popularise the use of improved
agricultural instruments and too! kits,
To grant 100% tax rebate to donors
am11 also to provide financial
assistance for rural development
projects.

To provide financial assistance to

sick and closed industrial units for
their reconstruction.

For insurance of agricultural
crops.

To provide assistance for rural
prosperity.

To provide self-employment to
urban poor through provision of
subsidy and bank credit.

To safeguard the interest of investors

in capital market and to regulate
share market.

For providing employment to rural
unemployed.

For providing employment to urban
unemploved.

To exemptbank loans upto Rs.10,000
of rural artisans and weavers.

To assist the urban poor people for
small enterprise.

To provide wages employment after
arranging the basic facilities for poor
people in the urban areas where
population is less than one lakh.

To provide employment by means
of shelter upgradation in the urban
areas where population is between
1to 20 lakh.

To supply modern toolkits to the rural
craftsmen except the weavers,
tailors, embroiders and tobacco
labourers who are living below the
poverty line.
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SL.
No.

37.

38.

39.

40.

4]1.

43.

44,

45.

47.

50.

I.ucent’s General Enowledge

Fmgr&mme}'l’lam’
Institution

Employment As
Scheme (EAS)

Members of Parliament Local
Area Development Scheme 23,

(MPLADS)

District Rural Development
Agency (DRDA)

Mabhila Samridhi Yojana

child Labour Eradication August 15,
1994

Scheme

Prime Minister’s Integrated November
Urban Poverty Eradication 18, 1995

Programme (PMIU PEP)

Group Life Insurance Scheme  1995-96

in Rural Areas

National Social Assistance
Programme

Ganga Kalyan Yojana

. Kasturba Gandhi Education August 15,
1997

Scheme

Swarna Jayanti Shahari December,
1997

Rozgar Yojana (SJSRY)

. Bhagya Shree Bal Kalyan Oct 15,

Policy 1998
Rajrajeshwari Mahila Kalyan  Oct. 19,
Yojana (RMKY) 1998
Annapurna Yojana March
1999

Year of
beginning

surance October

2, 1993

December To sanction Rs. 5 crore per year i
1993 every Member of Parliament f,,

1993

October 2,
1993

1995

1997-98

Objective/Description

To provide employment of at |,
100 days in a year in villages.

various development works in thej;
respective areas through DM of the

district.

To provide financial assistance for
rural development.

To encourage the rural women
to deposit in Post Office Savings
Account.

To shift child labour from hazardous
industries to schools.

To attack urban poverty in an

integrated manner in 345 towns
having population between 50,000

to 1 lakh.
To provide insurance facilities to
rural people on low premium

To assist people living below the
poverty line.

To provide financial assistance
to farmers for exploring and
developing ground and surface

water resources.
To establish girls schools in districs
having low female literacy rate.

To provide gainful employment
to urban unemployed and under

employed poor through self-
employment or wage employment.

To uplift the girls conditions.

To provide insurance protection o
women.

To provide 10 kg, foodgrains to senicr
citizens {(who do not get Pﬂnsjgn]

—



SL.
MNo.

51.

52

53.

55.

61,

65

Indian Ecnnnm}*

Programme/Plan !
Institution

gwarna Jayanti Gram
swarozgar Yojana (S]JGSY)

Year of

beginning

363

Objective/ Drescription

April 1999 For eliminating rural poverty and

unemployment and promoting self-
employment.

Jawahar Gram Samridhi April 1999 Creation of demand driven comm-

Yojana (JGSY)
Jan Shree Bima Yojana

Pradhan Mantri Gramodaya
Yojana
Antyodaya Anna Yojana

Ashraya Bima Yojana

Pradhan Mantri Gram Sadak
Yojana (PMGSY)

Khetihar Mazdoor Bima
Yojana

Shiksha Sahyog Yojana
Sampurna Gramin Rojgar
Yojana

Jai Prakash Narain Reojgar
Guarantee Yojana

Swajaldhara Yojana

Hariyali Pariyojana

Social Security Pilot Scheme

" Vande Matram Scheme

Aug. 10,
2000

2000

Dec. 25,
2000
June 2001

Dec. 25,
2000

2001-2002
2001-2002

Sept. 25,
2001

Pmpnsed
in 2002-03
Budget

2002

2003

I-EII'I- 13'.'
2004

FEb- g.r
2004

unity village infrastructure,

Providing Insurance Security to
Feuple living below the poverty
ine.

To fulfill basic requirements in rural
areas.

To provide food security to the
poor.

To provide compensation to
labourers who have lost their
employment.

To line all villages with Pucca
Road.

Insurance of Landless Agricultural
workers.

Education for Children below
Poverty Line.

Providing employment and food
security to rural people.
Employment Guarantee in most
poor districts.

Started in Dec. 2002, for ensuring
drinking water supply toall villages
by 2004

Inaugurated on January 27, 2003 by the
Prime Minister. It aims at tackling the
problems of irrigation and drinking
water, along with boosting tree
plantation programme and fisheries
developments in rural areas.

§cheme for labourers nfunnrganilsed
sector for providing family pension,
insurance and medical. e

i itiative in public—priva

i?tﬂxiei::hip during pregnancy

check-up:
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SL. Programme/TPlan/ Year of
No. Institution beginning |
3 : ber Inaugurated by the Prime Minis
B, I;iztgl;r[::lr:‘:ﬂﬂd for Work N&TEEIEM Nuvemt:er 14, 2004, Thl.; F’fﬂgra;fnn
is to be implemented initially iy 15,
districts of the country, I ditms o
providing 100 days’ employme, in
a year to all able bodied unemploye

rural folk. .

67. Janani Suraksha Yojana April 12, Tﬂkﬂﬁlmeplamﬂf NE'E'_":"“E" Matern
2005  Benefit Scheme. It will be 5 part of
the National Rural Health Mission

(NRHM).

68. Bharat Nirman Yojana Dec. 16, Developmentof Rural infrastructype
2005  including six components.
Irrigation, Water supply; Hl:ru.sing,

Road, Telephone and Eelectrig by,
689. National Rural Employment  Feb.2, The provisions are the same as for
Guarantee Frogramme 2006 food for work programme. The
(NREGF) scheme was enforced in 200 districts
of the country to begin with, To
provide atleast 100 days wages
employment in rural areas in a

year. The scheme is 100% centrally
sponsored.

Bharat Nirman Yojana

> TheUnion Governmentlaunched a new comprehensive scheme, named
“Bharat Nirman Yojana’ on December 16, 2005.

> This scheme aims at developing rural infrastructure.

»> The duration of implementing this scheme has been fixed for four years
with an expected expenditure of Rs. 174000 crore,

> The major six sectors and their targets for next four years are

* Irrigation : To ensure itrigation for additional one crore hectare of
land by 2009.

*  Roads : To link all vill
and also to link all 5T
roads,

* Housing : Construction of &0 la

*  Water supply : To ensure dri
villages,

*  Electrification : To supply electricity to 4] remaining 1,25,000
villages and to provide electricity connections to 2.3 crore houses

*  RuralCommunication :Teprovid etelephone facility toall remaining
66,822 villages.

ages of 1000 population with main Tﬂﬂ_dﬁ
and hilly villages upto 500 population with

kh additional houses for the el
nking water to all remaining 74000
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Ao elamrent o SeptembeTglggqﬁﬂm Guarantee Bi‘;r ﬁ::;ﬁth';?::;i? ““"}:3I
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2005 itself and became an Ay, ocuTed Presidential assont later in
The ﬁct_ provides for at least 100 days of emp]
person in every rural househelg Ployment to one able bodied

: ever
The wages admissible are around Rg }rlg;arl
The Act (NREGA) came inta ' LN

force from i
have been selected for the enforcement ﬁiﬁfsﬂglm::auy -

Works under the NREGA
generaled 90 T
days of employment in 2006-07, at a cost of abeu, K. & L 0% Person

Go
oty st et the NREGA o all o it of
scheme for 2008-09 (April 1, E{I]Bf of Rs. 16,000 crore for the extended

:?.. E‘ﬂﬂ? renamed th NREGA ]
Mahatma G 3 . 2 as the
fMNREGA},Endm National Rural Employment Guarantee Act

Employment guarantee act, 2005

The Government, on the advice of the National Advisory Council,
has passed the National Rural Employment Guarantee Act. The main
features of the Act are :

Every housechold in rural India will have a right to at least 100 days of
guaranteed employment every year for at least one adult member. The
employment will be in the form of casual manual labour at the statutory
minimum wage, and the wages shall be paid within 7 days of the week
during which work was done.

Work should be provided within 15 days of demanding it, and the work
should be located within 5 kilometer distance.

If work is not provided to anybody within the given time, he /she wrill
be paid a daily unemployment allowance, which will be at least one-
third of the minimum wages.

Workers employed on public works will be entifled to medical treatment
and hospitalizationincase ofinjury atwork, along withadaily allowance
of not less than half of the statutory minimum wage. In case of dieath u:;;
disability of a worker, an ex-gratia payment shall T:re made o his leg
heirs as per provisions of the Workmen Compensation ACE i

5% of wages may be deducted as contribution to welfare sct en'!ntej
like health insurance, accident insurance, survivor benefits, matermit}
benefits and social security schemes. _
For non-compliance with rules, strict pen sticis Fracee TEAH ]alfd‘:i?nﬂ:m
For transparency and accountability, all aanunts Iand reco
programme will be made available for public Scn.mn}r‘ responsible for
The District Collector/ Chief Executive Officer will be respo

e programme at the district level. , i

The Gram Sabha will monitor the work of the Gram Panchayat bY y
of social audit.
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loyment Programimes
d Emp E‘;rhEIﬂE called *_]awahar Eﬂ?_gar

Some Important Developme nt an
g9 to solve the problem gf

» During the geventh Five-Year Pljnr ;1 51 :
vana’ was introduced from ApIi i ;
Eﬁgirﬂwplm}rment in the rural sector. The former mgﬂlni ::-";; :_ﬂﬂﬂm rural
employment programmes National Rural Eﬂépfﬂ}'aﬁfee ngrammE
(MREP) and Rural Landless Empll:rjmeﬂtT :[i:; gramme
(RLEGP) were merged with Jawahar Rozgar '3"1 .
The total expenditure on Jawahar Rozgar Yojna ?H-Fas shared by the
Centre and the State Government in the ratio of 80 : 20. N
»= Under the Jawahar Rozgar Yojana, 307 employment opportunities was

reserved for women.

> Under the Jawahar Rozgar Yojana, it was ma
607 of the total expenditure on labour used
under the scheme.
A sub-plan of Jawahar Rozgar Yojana—'Indira Awas Yojana” was made
an independent scheme in itself on January 1, 1996.
The Employment Assurance Scheme (EAS), was intm::l uced on October
7 1993, in selective rural areas. The aim of this scheme is to provide work
ini the form of unskilled physical labour to all the employment seeking
men and women (of ages between 18 years to 60 years) in rural areas,
The expenditure on this scheme is shared by the Centre and the States
in the ratio of 80 ; 20, From maximum of 2 members from one family can
be benefitted under this scheme. Since January 1, 1996, the Integrated
Jawahar Rozgar Yojana (IJRY) has been merged with Employment
Assurance Scheme (EAS).
> The Integrated Rural Development Programme (IRDP) was started on
an experimental basis in 1978-79. This programme was launched in the
whole country on October 2, 1980. The basic aim of IRDP was to provide
assistance to rural poor families living below the poverty line.

> The Integrated Rural Development Programme is financially assisted
by the Centre and States in the ratio of 50 : 50.

> Under the Integrated Rural Development Pro
‘ ir gramme, targeted u
includesatleast50% familiesbelonging toscheduled caste arl:El sch Egt:t]]eg

tribe. Apart from this, among the beneficiaries. 50
3% physically handicapped persons, . 50% were females and

S EE":"E!QPIT[E‘I'lf of Women and Children in Rural Areas (DWCRA) and
:'ammg Rural Youth for Self-Employment (T RY¥YSEM) were the sub-
plans of Integrated Rural Development Programme (IRDP)

mning to
( ages 18-35 years) who belong to the families liviﬁg hﬂgf\? 511: aplg;uel::};

line. This programme was started on August 15, 1979

D : .
evelopment of Women and Children in Rura] Area Programme

(DWCRA) was started in September 1982, Under this pProgramme, a group

e . elong to the families [jvi the
Poverty line and l‘l‘lE}" were given trammg furstarting any e.:;;zi?: ;c:i-:vit}’-

Every group was given the economic assistance of Rs, 35 000

de compulsory to spend
in the works completed




Indian E..:.;:.»f-,,i_.,,m!l.r
JeY

gwarn Jayanti Shahari Rozgar Yojana

> T]-.EUrbanEelf—EmplnymentFmgm
Mmega

Programmes of the Swaran Jayang; Ehaha';?gt“banWag?-EmP]g}rmEm

(in December 1997) various Program “12na, which substituted

alleviation.

SJSKY is funded on 75:25 basis between e Centre and the
e otates.

During the 3-year period (1997-gg and 1999-10[10} a total of Rs. 35
J of Rs. 353

crores were spent on SJSRY )
employment. generating 21.8 million manday:

L

employment. The scheme is funded on 75 : 25 basi
states.

> The Drought-prone Area Programme was started in 1973 with the
objective of developing the drought-prone area and also re-establishin g
the environmental balance. This programme is financially assisted by
the Centre and the concerned State Governments in the ratio of 50 -
20.

> The Desert Development Programme was started in 1977-78 to end the
ill-effects of drought in desert areas and also to stop the process of desert
expansion. This programme is implemented on the basis of cent-per-
cent financial assistance rendered by the Central Government.

> The Rural Landless Employment Guarantee Programme (RLEGP)
began on August 15, 1993 and National Rural Employment Programme
(NREP) on October 2, 1980, During Seventh Five-Year Plan, these
programmes were merged with Jawahar Rozgar Yojana.

> Council for Advancement of Peoples Action and Rural Technology
(CAPART) is an independent section of the Rural Development
Department of the Government of India; which was established on
September 1, 1986. For rural development works, "CAPART" provides
grants to voluntary organisations. The head office of CAPART is at New
Delhi,

Following programmes are being implemented by the Ministry of the
Urban Development to eradicate Urban Poverty—(i) Nehru Rozgar
Yojana (ii) Urban Basic Services for the Poor (iii) Programme of
i . Environment Improvement of Urban Slums.
The Nehru Rozear Yojana began on October : G
in March 1990, {%ﬂdﬁ- ]ﬂ-._ig y.;:.igana following sd‘lemles were mcluae]:;l
() Scheme of Urban Micro Enterprises—SUME (if) Schemfdﬂfshzni‘;
Wage Employment—SUWE (iii) Scheme of Housing an
upgfﬂdaﬁnn——SHﬂSU. d for October
The Prime Minister’s Rozgar Yojana (PMRY) was Etm-‘tﬁit' Iy was in
% 1993 for the educated unemployed youth und- EaEs.C

1989 which was revised
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i 1. 1994 onwards the schem,

. E ts 4

?F'E-‘r‘?.‘l'iﬂﬂl n lz:::rt:t Ezmﬁf;nir;lﬂ“i:lﬁm country. Its mb]tlﬂ;ctwe Was tq

i o ]lmpment to 10 la d unEm]:"Iﬂ;'P'Edhu;r a“_t}:"ﬂuﬂl by

Wﬂb?l‘i;ﬁnﬂ?? lakh micro enterprises during thf:’ Eighth Five Year Plap

g'if:-inlgs 199%-94, this yojana was im plemen t{:::ll mr:;::mii; areas only by
ince April 1, 1994 it was extended to the w .G.E : |

* ;;:-;Gs (gelf-Help Groups) are considered eligible Emdﬁgﬂcﬂgj UT“dEr

the PMRY, effective from December 8, 2003 (tftl'mﬂ mas L uly 351

2004) pm;ided all members individually satisfy the eligibility Triflten-a

laid down and total membership does not exceed twenty (20). There is

also a ceiling on the loan amount.
6. Trade and Commerce

Indian Trade was extremely developed during ancient time:.

After the British East India Company was Eﬁtahﬁﬁl:'IEd in 1600, the trade

between India and Britain was in India’s favour till 1757.

= At that time East India Company used to purchase clothes and spices
in exchange for costly metals.

= The British Government decided to impose heavy Duty on the clothes
to destroy the structure of Industries.

= During the later part of 18" Century, after Industrial revolution in
Britain there was heavy production of cheap items. To sell those cheap
items in world market, the tradition of colonisation began.

= British Companies established monopoly on the sale of cotton. As
a result, the Indian weaver got costly raw material and thus Indian
products became costly.By 1813, Indian Handloom business was
completely ruined.

> Inthe later part of 19'" Century, the establishment of modern industries
on the basis of power machines started. First time in India, the textile
industries came into being.

> First Factory of Cotton Textile in India was established in 1818 at

Ghughari near Kolkata, which failed.

> The Second Factory of Cotton Textile was established by a businessman
Kawas [i Nana Bhai in Mumbai in 1853.

In 1835, first Jute Factory was established in Rishara (West Bengal).

o
= InI353,aflerﬂiee*stab]islnnentnfrailwayinlndiaindusmﬂldevelgpment

got momentum here. Rapid expansion of Indian industries started due
to development of the means of com munication.

> Jamshedji Tata established first Steel Factory in Jamshedpur in 1907.

vy

7. New Economic Policy
> New Economic Policy is related to economic reforms. [ts aim is to bring
about reforms in production pattern, to obtain new technology and to
use full capacity expeditiously and in toto. S
> The I':Jew‘Emnnmic Policy was devised and implemented, for the
first hr{w in the year 1985 during the period of Prime Minis’ter Rajiv



) |

L

lhdia m Emnnm}r

The second wave of new econg

s : mic reform .

the period of PV. Narsimha Rae Eﬂ\"i.inn? Cﬂ:ne inthe year 199 during
ent,

The main reason to start new ceonan:
m i
Prnhlem of balance of payment i Iné?fﬂlﬁ}" (1991) was Gulf-War and

Three main objectives of new ECONOMmic
pPrivatisation, and Globalisation.

369

policy were — Liberalisation

in sectors of new economi ;

Eglr:;tar}f Policy, Value F ix;.;::nrligg:; };;;l::-“i!r', 1?:.9 Il_were - Fisc.a] Policy,
Foreign Investment Policy, Business [:: olic snlo icy, Industrial Policy,
The following four main steps we Y and Public Sector Policy.
{901 re taken under the Fisca] Policy,

(i) To control public expenditure strictly

(ii) To expand Tax Net
(iti) Toobserve discipline in management of funds of Central and State

governments.

(iv) To curtail grants (subsidy)
Under the Monetary Policy, steps were taken to control inflation.
Measures implemented under the Industrial Reforms Policy, 1991
were:
(i) Delicencing of industries except the list of 18 industries.

(ii} M.R.T.P. norms were relaxed for disinvestment.
(iii) The areas reserved for public sector were opened to private

sector.
The objectives fixed for reforms in the Foreign Investment Policy, 1991

were
(i) Directforeigninvestmentupto50% was givenautomatic approval,

in many industries.

(ii) Foreign comparies, involved in export aclivities were allowed to
invest upto 51% capital.

(ili) The government gave automatic approval for Technology

Agreement in the industries of high priorities.
are taken to abolish the excessive

Under the Trade Policy 1991, steps w _ : :
protection given to many industries, for the promotion of international
integration of economy.
The measures implemente
under the Public Sector Policy 1991 we
(i) Number of reserved industries decreas
only four.
(i} The work of rehabilitation of sick ir:i
of Industrial Financial Reconstruction.
= '{.Induﬂm es were made powerful with the help of Memorandam of
nde i = .
o f? ]unlt::;r;:;ntf;itd;glhem% started tocutdown the size of work
ICe,

d to bring efficiency and market discipline
re as under :

od to 8. Presently these are

dustries handed over to Board
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Economic Reforms : : dia. First Generation

i Reforms were introduced in IEII‘EJ'I in In

v fi“;f’g;::g were aimed at stabilisation of Indian econ nmlgt?;s ;Eir:dmu:?n
level in nature. It includes liberalisation and derﬁﬁé‘ﬁm i e H‘?’-
financial sector reforms, taxation reforms E€IiC. level in n;i-uﬂn
Reforms aimed at structural changes and are nucri] arket rﬂf-::rnnmt

It will include labour reforms, land reforms, capital m Sr

: tC.
expenditure reforms and power sector refﬂrmﬁler _
> Si:l:ce economic reform, poverty has been declining from 367 in 1933
to 26% by the end of 10th plan. But as far as lnequah_t}' is E_Inncem .
it has increased. A World Bank Report 1999-2000 confirms this rise in

inequality. .
» The New Economic Reforms Palicy, by making progress from 1991 to

2005-06 las become more open, liberal and global. )
» Disinvestment means to decrease the share of government in the
industries. . .
In 1994, Disinvestiment Commission was r:nnsti{u':'e.d to review, give
suggestions and make regulations on the issue of disinvestment.
= Shri G.V. Ramkrishna was the first Chairman of Disinvestment
Commission. 'n
> Intheyear1992, NationalRenewalFundwas constituted for I‘El‘l‘&:.b]lltﬂ tion
of displaced labourers of sick industrial units affected due to industrial
modernization, technological development etc.
> “Navratna”isacompanywhichisrisingatworldlevel Toencouragethese
companies, the government has given them complete autonomy.
> In the second phase of economic reforms programme, the main aim is
to eradicate poverty from the country and development at the rate of 7
to 8%.
Some Important Terminology Relating to the New Economic Reforms Policy
> Privatisation : To increase participation of private sector in the public
sector companies by capital investment or by management or both
or to hand over a public sector unit to a private company is called
Privatisation.
> Liberalisation : Liberalisation is the process by which government
control is relaxed or abolished. In this process privatisation is also
incladed.

> Globalisation : The process of amalgamation of an economy with world-
economy is called Globalisation. [tis signified by lower duties on import

and export. By doing so, that sector will also get private capital and
foreign technology.

> Disinvestment : To reduce the government share in the public sector is
called disinvestment.

8. Indian Financial System

> Indiran IFinam:ia] System is a system in which People, Financial
Institutions, Banks, Industrial Companies and the Government demand
for fund and the same is supplied to them.
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There are two parts of Indian Financi
second SUPP lFEi'fic'TthEprEEEnmﬁE:ea;;E stem—first demand side and
investor Industrial and Business ¢ ompa n‘?:‘"*ﬂ{l_'::d side canbe Individual
representative of supply side will be Banig 'ir"-’i.‘mment etc. and the
wiutual Fund and other Financial Institution B’ nsurance Companies,
The Indian financial system, which refers tot .
of funds or to the demand for and supply ﬂ?'ﬁ;mm?ng and lendi
institutions, companies and of the Government cn?x?istasn r B,
viz., the Indian money market and the Indian capital marii'tﬂwu parts,
The Indian money market i5 the market in which sh I

ort-te
borrowed and lent. The capital market in India, on ﬂrm NTE:‘-L“dsda{e
the market for medium-term and long-term funds. e s
The Indian ﬂnanci:e.] systemn pEl:fDIT]"lE- a crucial role in economic
development of India through saving-investment process, also known
as capital formation.
The ﬁngndal system is, commonly, classified into: (a) Industrial finance,
(b) Agricultural finance, (c) Development finance and (d) Government
finance.
Devaluation means lowering the official value of the local money in
terms of foreign currency or gold.
Balance of Payments (BOP) is a systematic record of all the economic
transactions between one country and the rest of the world in a given
period.
Ralance of Trade (BOT) is the difference between the value of goods
exported and the value of goods imported per annum, Services not
included in BOT.
BOP is divided in current account and capital account.
EXIM Policy 2000-01 introduced Special Economic Zones Scheme

(SEZ).

1994-95, Indian Rupee was made full
Fiscal Policy is the policy relating
expenditure and allied matters.
Usually, the Indian money marke
the unorganised sector.

The unorganised sector consists of indigenous bankers including the
non-banking financial companies (NBFCs). Besides, these two, there are
many sub-markets in the Indian money market.

The organised banking system in India can be broadly divided into
three categories, viz., the central bank of the couniry known as the
Reserve Bank of India, the commercial banks and the co-operative bm:nks
which includes private sector and public sector banks and also foreign

banks.

The highest financial institution in organized sector is Reserve Bank of
India and in addition to this Banks of Public Sector, Banks of P“Vﬂ“—it
Sector, Foreign Banks and other financial institutions &€ also part ©

organized sector.

y convertible on current account.
to public revenue and public

t is classified into organised sector and
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> The Reserve Bank of India regulates and controls the money o the

=

country. ok
The REI was established under the Reserve Bank o nl:i 1a A_ct, 1934 on
1st April, 1935 with a capital of Rs. 5 crore. It was nationalised g, st
January, 1949; on the recommendation of Parliamentary Committe, i
1948, It is the Central Bank of India. t )

The Reserve Bank of India is the supreme monetary and bapy;,
authority in the country and has the responsibility to control the banj; ng
system in the country. It keeps the reserves of all com menc:al banks apg
hence is known as the “Reserve Bank”. Its financial year is 1s¢ Jy ¥ to
30th June.

The Indian Capital Markel

=

| >

The Indian capital market is the market for long—term capital; it refers
to all the facilities and institutional arrangements for borrowing ang
lending “term funds” — medium term and long term funds.

The Capital Market in India includes : (i) Government Securities (Gjlt.
edged market) (ii) Industrial Securities Market (iii) Development
financial institutions like IFCI, IDBI, ICICI, SFCs, IIBI, UTI etc. {iv)
Financial Intermediaries like Merchant banks.

Individuals who invest directly on their own in securities are also
supplier of fund to capital market. The trend in the capital market
is basically affected by two important factors : (i) operations of the
institutional investors in the market and (ii) the excellent results fowing
in from the corporate sector.

The capital market in India can be classified into -

*  Gilt-edgedmarketor p'larketfc-rGnvenunentandsEmi—guvemmem
securities;

* Industrial securities market;

* Development financial institutions; and

*  MNon-banking financial companies.

The gilt-edged securities marketis the market for Government and semi
government securities which carry fixed interest rates.

Thefndusﬂfafsemriﬁesmarkeﬁs themarket for equities and debentures

f:-f companies of the corporate sector. This market is further classified
into—

(a) l'dlE‘W issue markets for raising fresh capital in the form of shares and
ebentures, (commonly referred to as primary market) and

(b} old issues market (or secondary markef) for buying or selling shares

Fexisting “ompanies— this market is commonly

ock exchange,
If shares or debentures of Private co =

nm ; rporations, primary sureties of

Sg;:-;t':. E;:;ITE:P;EIE; Or new sureties and issuepof bu;}:is of public
: Ichased in the capit :

called Primary Capital Market. pital market, then the market is
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erchant Bank,
& g:rmpanies etc. cﬂﬁa] Fur!d’ Leasing Companies Risk Cap;j
Mnd  invegt public = apital
market. money into the capital
> Unit Trust of India (UTY) s the b
India. '88est Mutual Fund Institution of
stock Exchange

=

LA

Thestockexchange is the markey ¢ ,
o Ot buying and selling of

secml'lhes, l:u::rfd_s and debentures ete. It increases th & Et;cks. s_I'!_LaL‘Eﬁ,

existing securities by provi € market abili

ding si ty of
to buy and sell securitjes, 15 simple

method for public and others

Bombay Stock Exchange (BSE
BSE was Asia’s oldest stack exchange,

In 1894, the Ahmedabad stock Exchan wa ;
; sewasstarted { ; :
in the shares of textile mills there, . - faflhtatedealmgs

The Calcutta Stock Exchange was started in 1908 to provide a market
for shares of plantations and jute mills,

The number of stock exchanges rose from 7 in 1930 to 21 in 1945,

Under the securities contract (Re gulation) Act of 1956, the Government

of India has so far recognised 23 stock exch anges. Bombay is the premier
exchange in the country.

With the setting up of National Stock Exchan
exchanges have lost relevance,

The BSE transformed itself into a corporate entity from being a brokers
association, from the middle of August, 2005.

As a public limited company, BSE (Bombay Stock Exchange) is obli ged
to dilute stock brokers stake to 49%

To prevent excessive speculation and volatility in the stock market
SEBI has introduced rolling settlements from July 2, 2001, under which
settlement has to be made every day.

ge, all regional stock

Some Important Share Price Index of India

=

BSE SENSEX : This is the most sensitive share index of the Mumbai
Stock Excha nge. This is the representative index of 30 main shares. Its

base year is 1978-79. BSE is the oldest stock exchange of India, founded
in 1875,

BSE 200 : This represents 200 shares of Mumbai Stock Exchange. Its
base year is 1989.90.

DOLLEX : Index of 200 BSE Dollar Value Index is called DOLLEX, Its
base year is 1989-90. _ .
NSE-50 ; From 28th July, 1998, its name is Sand P CNX Nifty. P‘;ﬂ “':I’:je
Stock Exchange has launched a new share Price Index, NSE'E:-J_'D mn PT]ﬁS
ot NSE-100 in April 1996. NSE-50 includes 50 companies shares.

i i . ndation
in I%Tchﬂnge was founded on Ferwani Committee Smme. |

—
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y. [t un dertakes the ratin

credit rating agenc ;
convertibleand non-convertible debentyy,

f companies.
ndex introduced by Credit Rating

tion Services of India Limiteq~

CRISIL, setup in 1988, isa
fixed deposit programines,
and also credit assessment o
CRISIL 500 : is the new share Price I
Agency the “Credit Rating Informa

(CRISIL) on January 18, 1996. i 4t
CRISIL, there is another cre rating agency calleq
Apart from t Rating Agency of India Limited

“Investment Information and Credi , _ ;- 1
(ICRA)." It rates debt instruments of koth financial an manufacrunng

companies. ‘
The National Stock Exchange (NSE) has launched a new version of
its online trading software called ‘National Exchange for Automatic
Trading’ (NEAT).
9, Indian Fiscal System

It refers to the management of revenue and capital
fiscalsystemincludesbudgetary
borrowing and

Fiscal System :
expendit—ureﬁnancesbjrl'hestate.Hen-::E,
activities of the government that is revenue raising,
spending activities.

Fiscal Policy : Fiscal Policyre
and the management of public debt i
objectives.

Indian Fiscal System includes or
sources and expenditure of the Central and State governments,

debt, Deficit financing, Budget, Tax structure etc.
Sources of Revenue for Centre : The revenue of the Central Government
consists of the following elements : (i) Tax revenue and (ii) Non-tax
revenue. Tax revenue comes broadly from three sources— (a) taxes on
income and expenditure (b) taxes on property and capital transactions
(¢)taxes on commodities and services. Non-tax revenue, consists of— (a)
currency, coinage and mint (b) interest receipts and dividends; and other
non-tax revenue.
Sources of _Revenue for State : The main sources are (a) state tax revenue
(b) shaqe in c:entral taxes (c) income from social, commercial and
economic service and profits of state-run enterprises. State tax revente
includes among others, land revenue, stamp, registration and estate
duty etc.
EKPE:]E]] ture of the Centre : The central government makes ex penditures
roadly under two heads : (i) Plan expenditure and (ii) Non-Plan
expenditure.
.Ur?u:lerFlanexpendih.lremme:;nutIa},r'fl::-ragricu]ture,ruraldevelﬂpment,
zmgahcrrf Emd flood control, energy, industry and minerals, transport™
communications, Science and Technology, environment and economic
services elc.
The major non-plan expenditures are interest payments, defenc®

subsidies and general services.

fors to the use of taxation, publicexpenditure
n order to achieve certain specified

refers to the management of revenue

Public
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pxpenditure ofState: Likethe UnionGove
rnment, th

too have two broad heads of expenditure - tfa] Eﬁ?ﬁggﬁ;f;‘;ﬂ;mi
en

gxpenditure; and (b) Development Expenditure
Fublic debt of the government of Indi .
External.

mternal debt : It comprises loans rajsed from the
compensation bonds, prize bonds etc. treasury bills
commercial banks etc.

External debt : It consists of loans taken from Wor
and individual countries like USA, Tepatictc. Id Bank, IMFE, ADB

Deficit Financing is a fiscal tool in the hands of the government to bridege
the gap between revenue receipt and revenue expenditure. ?

a is of two kinds—Internal and

e Open market,
1ssued to the RBL

Deficits

}p—

In a budget statement, there is a mention of four types of deficits : (a)

revenue, (b) budget, (c) fiscal, and (d) primary.

(a) Revenue Deticit refers to the excess of revenue expenditure over
revenue receipts. [In fact, it reflects one crucial fact : what is the
government borrowing for ? As an individual if you are borrowing
to play the house rent, then you are in a situation of revenue deficit,
i.e. while you are borrowing and spending, you are not creating any
durable asset. This implies that there will be a repayment obligation
(sometime in the future) and at the same time there is no asset
creation via investment.]

Revenue Deficit = Total Revenue Expenditure — Total Revenue Receipts

= Mon-plan Expenditure + Plan Expenditure — (net tax
revenue + non tax revenue)

(b) Budget Deficit refers to the excess of total expenditure over total
receipts. Here, total receiptsinclude current revenue and netinternal
and external capital receipts of the government.

Budget Deficit = Total Expenditure — Total Receipts

= (non-plan expenditure + plan expenditure) — (Revenue
Receipts + Capital Receipts)

(c) Fiscal Deficit refers to the difference between total expenditure
(revenue, capital, and loans net of repayment) on one hand; and
on the other hand, revenue receipts plus all those capital receipts
which are not in the form of borrowings but which in the end accrue
to the government.

Fiscal Deficit = Revenue Receipts (nef tax revenue + non-tax reven :{e} i

Capital Receipts (only recoveries ofloansand other receipts)

) ... Total Expenditure (plan and non-plan) -
Primary Deficit refers to fiscal deficit minus interest payments.
other words, it points to how much the government is borrowing Lo

Pay for expenses other than interest payments. Also, it underscores

another key fact : how much the government is adding to future

bu;d;_-n (in terms of repayment) on the basis of past and present

policy.
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enue Deficit — Interest Payments

Primary Deficit = Rev I Credit to the Cengry

Monetised Deficit = Increment in Net RB
Government.

dget .
2: %he Budget of the Government of Indi
picture of the estimated receipts and exper
for that year on the basis of the budget fi
FE":;E' budset, for instance, gives three sets of figures : (a) actual figures
. for gemdﬁlg year, (b) budget and revi:&ed figures for the current yeay,

and (¢} budget estimaltes for the following year. _ |
> The core of the budget is called the Hnnlfﬂl financial statement. Tl‘l.ts
is the main budget document. Under article 11_2 of the constitution,
a statement of estimated receipts and expenditure of the Govt. of
India has to be laid before the parliament in respect of every financial
year running from April 1 to March 31 while under article 202 of the
constitution a statement of estimated receipts and expenditures of the
state Governments has to be laid before the house of the state legislature

concerned.

= The Annual Budeet of the Central Government provides estimates of

receipts and expenditures of the Government. The Budget consists of
two parts viz; (1) Revenue Budget (ii) Capital Budget.
= Revenue Budget : All “current” ‘receipts’ such as taxation, surplus of
Public enterprises, and ‘expenditures’ of the Government.

> Capital Budget : All “Capital” ‘receipts’ and ‘expenditure’ such as
domestic and foreign loans, loan repayments, foreign aid etc.

> Finance Bill is ordinarily introduced every year to give effect to the financial
proposals of the Government for the following financial year.

10. Banking in India
> The Reserve Bank of India was established on 1 April, 1935 and it was
nationalized on 1% January, 1949.
> The Finance Ministry issues Currency Notes and Coins of rupee one,
all other Currency Motes are issued by the Reserve Bank of India.
> The first bank of limited liability managed by Indians was Oudh

Commercial Bank founded in 1881 Sub . :
was established in 1894, ubsequently, Punjab National Bank

> Swadeshi movement which began j
! n i
of a number of commercial banEs. . i
> The Banking Companies Act was

subsequently amended to read as Banlki
. ng Re i
* Commercial banks mobilise savi & Regulation Act, 1949,

g ngs in urha
available to large and small j . N areas and make them
working capit ﬂigrequirenﬂi ts}“duﬂtr1a] and trading units mainly for
> The Indian banking system consists of

E::.{-l:: and private sector, Regional Rura] B

a, for any year, gives a complete
penditures of the Governmeny
gures of the two previous

pPassed in February 1949, which was

commercial banks, both in
anks (RRBs)and muperal:i\"ﬂ

L R A el




L

Indian Eco
e 377

_ Ason June 30, 2009, ':Dmmeran] Banli . . :
= 171 scheduled commercial banks out ufl:‘vi?g}??l?;llnqm mn?lsmd of
including 86 RRBs. The remaining 27 banks, other thn s ©oo”
public sector, consisted of 19 nationalized b 5, ]{:t er than RRBs, in the
and DBl Bank Limited. Public sectar ha;‘lks {S; 15' ? banks in SBI group
hout 76.6% of the deposits - ¢ uding RRBs) accounted
for a posits of all scheduled commercial banks
rcial banks are b T : ;
Cﬂmmhe T e rf:radl}- Claﬁﬂl_flﬁdl into nationalised or public
gector Datl private sector banks, with a few foreign banks. Th
public sector balnks account for more than 92% of the entire bﬂt';]r;inﬂ
bua‘u-!ess in India-occupying a dominant position in the mmmerciag]
panking. The State Bank of India and its 7 associate banks along with
another 19 banks are the public sector banks,
» Oudh Commercial Bank was the first complete Commercial Bank of
India.
» The Imperial Bank was established in the year 1921 by merging three
main Presidency Banks.
The largest bank-Imperial Bank was nationalised in 1955 on
recommendation of Gorewala Committee and rechristened as State
Bank of India.
> In 1959, 7 regional banks were nationalised and given the status of
Associate Banks of State Bank of India.
= On 19% July, 1969, 14 big commercial banks with deposits worth Rs. 50
crores or more and on 15t April, 1980, six other scheduled banks were
nationalised, bringing total number of nationalised banks to 27 (19 +
SEI + 7 SBI Associates).

> Beforethemerger of New Bankof Indiain Punjab National Bank (in1993)
the total number of nationalised banks was 28 (8 SBI and Associates +

14 + 6).
* After the merger of * State Bank of Saurashira® and “State Bank of
Indore” in the State Bank of India, the number of Associates of 5BI

has come to 6.

Lead Bank Scheme
> After the nationalisation of 14 banks the Lead Bank Scheme of the RBI

was adopted in 1969 for branch expansion programme of banks.
> Under the scheme, all the nationalised banks and private banks WEFE
allotted specific distracts where they were asked to take the lea-:ll in
surveying the scope of banking development particularly expansion
of credit facilities.
E_mki“E Reforms
the recommendation of Narsimhan Committee, a number of steps
ken to improve functioning of banking sector. SLR and CRR were
Teduced, ' _
> Bankswere given freedom toopennew branches. Rapid computerisation
Ofbanks was undertaken.

i L]“"E_"Umbudsmen Scheme” i
sive resolution of customer’s complaints.

sarted functioning to expedite
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Scheduled and Non-scheduled Banks

>

The scheduled banks are those which are entered in tl:le second schedy),
of the RBI Act, 1934. These banks have a paid-up capital and kop
an aggregate value of not less than Rs. 5 lakhs .El.'I'ld Saﬂs_fy the RB] that
their affairs are carried out in the interest of their depositors.

All commercial banks (Indian and foreign), regional rural bankg and
state co-operative banks are scheduled banks. Mon scheduled

are those which are not included in the second schedule of the Rp] Act
1934. At present there is only one such bank in the country.

Regional Rural Banks
> The Regional Rural Banks (REBs), the newest form of banks, have

b

come into existence since middle of 1970s (sponsored by individyg
nationalised commercial banks) with the objective of developing rura]
economy by providing credit and deposit facilities for agriculture ang
other productive activities of all kinds in rural areas.

Theemphasisisonprovidingsuchfacilitiestosmalland marginal farmers,

agricultural labourers, rural artisans and other small entrepreneurs in
rural areas,

First Regional Rural Bank was established on 2™ October, 1975,

Co-operative Banks

’}

=

Co-operative banks are so called because they are organised under the
provisions of the Co-operative Credit Societies law of the states. The
major beneficiary of the Co-operative Banking is the agricultural sector

in particular and the rural sector in general. The first such bank was
established in 1904.

The Co-operative credit institutions operating in the country are mainly
of two kinds : agricultural (dominant) and non-agricultural.

Al the apex is the State Co-operative Bank (SCB) (co-operation being
a state subject in India), at the intermediate (district) level are the

provided by the Land Development Banks,

In ﬂ_-ue year 1991, Narsimhan Committee was constituted to advice on
the issue of reconstruction of banking system,

Development Banks

2

=

Main functions - Providing assistance to 5

dia (IDBI), established in 1964. Main
ance to large and medium seale industrial

(IFCI), established in 1948, Main
tional services.

established in 1991,

Main functions : Providing term loans in Indian orej T
=5 : and f €s;
Underwriting of issues of shares and debentures. RS OELEOe)

Small Industries DevelopmentBank of Indis (SIDBI), established in 1989.
mall scale industries through




a7a
state finance corporations,

state i-“dl.lﬂl'rj
commercial banks etc. Al development corporations,
Expﬂl't‘[mpﬂﬂ Bank of India (Ex;

3 ey m. Bank) e . .
Main functions : Edeinatmg the working G??]:Bfiﬁtt:!:hshed in 198_1
financing export and import trhde ons engaged in

: ; inan-:ing ExXports and im
National Housing Bank (NHB) starteq Operations in 1988 rer

Main functions : Development of housing finance ip
NABARD (National Bank for Agriculture and Rura]

1 £ A DE‘L"E-]{}
established in 1982. The paid-up capital of NABARD stoou, i'!?{l”z‘éﬁ
crove as on 31 March 2010, :

Main functions : to serve as an apex refin ancing agency for institutions
engaged in providing agricultural finance to develop credit delivery
systemn to coordinate rural finanl:ing activities, o

[nsurance

» The basic concept of insurance is of spreading the loss of a
many. Insurance industry includes two sectors-Life
General Insurance. Life Insurance in India was intr
A British firm in 1818 established the Oriental L3
at Calcutta now Kolkata.

> Life Insurance Corporation (LIC) of India was established in September

1956. General Insurance Corporation (CIC ) wasestablished in November
1972,

> Indian Insurance sector haslow penetration particularly in rural areas. It
also has low turnover and profitability despite high premium rate. The
committee on Insurance Sector Reforms was set-up in 1993 under the
chairmanship of R.N. Malhotra which submitted its report in 1994,

> Since opening up, the number of particpants in the industry has gone up

from 6 insurers (including Life Insurance Corporation of India, 4 public
sector general insurers and General Insurance Corporation of India as
the national reinsurer) in the year 2000 to 47 insurers as on March,
2010 operating in the life, non-life and reinsurance segments (including
specialised insurers viz. Export Credit Guarantee Corporation and
Agriculture Insurance Company of India Ltd. AICIL)

36 companies in the private sector are operating in the country in
collaboration with established foreign insurance companies from across

the globe as on 31 March, 2010.

The Life Insurance Corporation with its Central Office in Mumbai, 8
Zonal Offices al Mumbai, Kolkata, Delhi, Chennai, Hyderabad, Kﬂn_P ur,
al and Patna, 109 Divisional Offices including one Salary Savings
¢hemes (355) Division at Mumbai, 2048 Branch Offices and 1004
Satellite Offices as on 31 March, 2010, spreads the message of Insurance

€ length ang breadth of India.

, P Present LIC is operating internationally through Branch Offices

. Bahyo: M““ﬂﬁu.ﬁ and U.K. and through Joint Venture Cﬂmpatr;l:j‘fi::
| ' Nepal, Sri Lanka, Kenya and Saudi Arabia. Its Represe

Ngapore was opened on 6 Nov. 2008

—q

the country,

few over
Insurance and
oduced by Britishers.
fe Insurance Company

« DEHEE ins
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|
11. Tax System
ven by a citizen or

: Tax - CDP ... |
organisation to the Government is called l}'ﬂf 98 Praty |
which is used for meeting expenses on welfare 9.9% _“ zﬂllalz} I
work, . . 9.6% (in zmg__m} |

> Taximposingand Tax collecting1s atthreeleve 5]1“ 11.9% (in 2007
[ndia — Central level, State level and Local IE:IE . ) ~0 |
JEPIRI P tre and State has been
> The distribution of tax between Cen wd < een cleg
mentioned in the provisions of Indian Constitution. For rahnna:isgngi]; |
from time to time, Finance Commission has been constituted,

= The tax system has been divided into tWo parts |
Tax by Central Government : Custom Duty, Income Tax and Corporate Tax ey

Tax by State Government . The state government has right to collgy

all the taxes in this category and to spend them.
= There are two types of taxes : 1. Direct Taxes 2. Indirect Taxes :

% Direct Taxes: The taxes levied by the central government onincome;
and wealth are important direct taxes. The important taxes levieg
on incomes are—corporation tax and income tax. Taxes levied oy
wealth are wealth tax, gift tax etc.

& Indirect Taxes : The main forms of indirect taxes are customs and
excize duties and sales tax. The central government 1s empowered
to levy customs and excise duties (except on alcohalic liquors and
narcotics) whereas sales tax is the exclusive jurisdiction of the stale
governments.

= However, the union excise duties form the most significant partofcentral
taxes. The major tax revenue sources for states are their shares in unicn
excise duties and income tax, commercial taxes, land revenue, stamp
duty, registration fees, state excise duties on alcohol and narcotics etc.
Sales tax forms the most important component of commetrcial taxes.

> Progressive Tax : A tax that takes away a higher proportion of one's
income as the income rises is known as progressive tax. Indian Income
Tax is a progressive and direct tax.

> R. Chelliah Committee was constituted in August 1991 for suggestitg
reforms in Tax Structure.

> Chelliah Committee recommended Tncome Tax for agricultural incom® —
of more than Rs. 25,000 p.a. Chelliah Committee also recommended [0F

lowering down the tax rates and reducing the tax slabs.

> K.L. Rekhi Committee was constituted in 1992 for suggesting unifor™
regulations for indirect taxation (Custom Duty and Excise Duty)-

Finance Commission ol

> Finance Commission is constituted by the President under Art 280

the constitution. Since Independence, 12 Finance Commissions hav*
submitted their reports.

> 1st Finance Commission was constituted under dﬁairmﬂﬂﬁhlpder
K. C. Neogi while 12th Finance Commission was constituted 4%,
chairmanship of Dr. C. Rangarajan. The recommendations of Slﬂ
Finance Commission cover period 1st April, 2005 to 31st March,

-

> A compulsory contribution gi
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13thFinance Commission, for the St
in November, 2007 with Dr. viiﬂi, Eeﬁﬂﬂ:ruiglzxgaﬂPEEnCDnsﬁtutEd
:Impgrtnnt Taxes imposed in India ATHAn.
— Taxon Income and Wealth : The central

' ¥ ] e
types of tax on income and wealth, viz. ingﬂ;’l“;‘;ilecnﬂt uggt:sets different
tax and gift tax. Out of them income tax and cl;: ;f t e tax, wealth
important from the revenue point of viey: rporate tax are more
» Personal Income Tax : Personal inco

S : ; me tax is generally imposed
individual combined Hindu families and i 3~ IVEOER than
pther communities, total income of people of any

Tt

In addition to tax, separate surch arges are also imposed some times
Agricultural income in India is free from income tax A

Corporate Tax : Corporate Tax is im
and Corporations.

Yoy

posed on Registered Companies

» The rate of corporate tax on all companies is equal. However, various
types of rebates and exemptions have been provided.

i» Custom Dut@es 1 ﬁsrper the Constitutional provisions, the central
government imposes import duty and export duty both. Import and
Export duties are not only sources of income but with the help of it the
central government regulates the foreign trade.

‘> Import Duties : Generally import duties are ad-velorem in India, It

- means import duties are imposed on the taxable item on percentage
basis.

> Export Duties : Export Duties are more important, compared to Import
Duties in terms of revenue and regulation of foreign trade.

> Excise Duties : Excise duties are commodity tax as it is imposed on

production of an item and it has no relevance with its sale. This is the

largest source of revenue for the Central Government.

> Except liquor, opium and other drugs, production of all the other items
is taxable under Central Excise Duties.

> On July 15, 2010 Indian rupee got the much awaited symbol,
~ justlike other leading currencies of the world viz. Dollar, Euro,
- Pound Sterling and Yen. j

> The new symbol is an amalgamation of Devanagari ‘Ra’ and
- theRoman ‘R’ without the stem. Till now the rupee was written

In various abbreviated forms in different languages. ;
: E_:; March 5, 2009 the Government announced a contest to create a symbol for
Rupee, : :
; Eer 3000 entries received only 5 entries had been selected by the jury, headed
the Deputy Governor of RB.IL -
new symbol designed by D, Udaya Kumar, a post—graduate of IIT Bombay,
- ™as finally selected by the Union Cabinet on July 15, 2010 o
‘Ough the symbol ‘¥ will not be printed or em‘bnsa:'.ed on ﬂ-mEE e
©0ins,it would be included in the ‘Unicode Standard’ and major SEHE T
World (0 ensure that it is easily displayed and printed in F€
media,
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> One Coin and One Rupee note belong to “Legal Tender M Oy

category.
M, is known as MNarrow Money.

>
> M, is known as Broad Money.

Types of Tax
Income Tax, Property Tax, Gift Tax etc.
Sales Tax, Excise Duty, Custom Duty etc.

Income Tax, Corporate Tax, Property Tax, Succession
Tax, Wealth Tax, Gift Tax, Custom Duty, Tax on

agricultural wealth etc.

Taxes imposed by the Land revenue tax, Agricultural income tax, Jf'LEl'iEUH‘urﬂ
State Government Land Revenue, State Excise Duty, Entertainment Tax,
Stamp duty, Road Tax, Motor Vehicle Tax etc.

Direct Tax
Indirect Tax

Taxes imposed by the
Central Government.

Some Financial institutions and their year of establishment

1. Industrial Credit and Investment Corporation of India Jan., 1955
2. Industrial Finance Corporation of India 1948
3, Unit Trust of India (Head Office - Mumbai) 1 Feb., 1964 ..
4, National Bank for Agricultural and Rural Development 12 July, 1982
{(NABARD) '
Industrial Reconstruction Bank of India 20 March, 1985
Small Seale Industries Development Bank of India (SIDEI) 1990
(Head Office — Lucknow)
Export-Import Bank of India (EXIM Bank) 1 Jan., 1982
Regional Rural Bank (RRB) {Head Office - Kolkata) 2 October, 1975
Life Insurance Corporation of India (LIC) (Head Office Sep., 1956
— Mumbai)
12. Industry
> ::‘f ;‘;g{art&d her quest for industrial development after independence

> The Industrial Policy Resolution of 1
i : 948 mark g4
evolution of the Indian Industrial Policy. arked the beginning of the

> Inth strial Poli i
e ;al [L::j ;:::m! Policy of 1948, the importance of both public sector and
e was a-:cu;:-tcd.HnwuventherespnnsibiIity of development
AR Industries was handed over b Public Sect
> The Indusirial Policy &
role in the economy.

> Earmarking th :
2 M=y i
5 the pre-eminent position of the public sector, it envisaged

W el -:.'FL E.-.:I L:‘: -\.ill I.]-I

Resolution of 1956 gave the public sector strategic




> There were four categories of ;
which was reduced to three ;

In 1973, Joint Sector was conati Al Policy of 1956
= nstit 2
Committee. tted on the

and the policy of giving concession to 5 _d‘h}' the concept of federalism
\ implemented through it. d industries was

| » Various liberlised steps to be taken "
level, in the Industrial Policy declareq ;;E Ej:!}f]-;‘lrled at comprehensive
» Privatisation and liberlisation are the uly, 1997,
Industrial Policy, ;

l;. main  thrust areas in the New
? New Industrial Policy, 1991
i

This new policy deregulates the in g ;
manner. The Major Fe%tures of NIP, ?l;;tl“;}:;mnnm}- in a substantial
> Abolition of indus!:r:al l'cfmm“g *In a major move to liberalise the
DO, the new indsutrial policy abolished all industrial licensing,
b irrespective of III?F'I.E level of investment, excepl for certain industries
v related to security and strategic concerns, social reasons, concerns
related to safety and over-riding environmental issues, manufacture of
products of hazardous nature and articles of elitist consumption.
> Entry of foreign investment and technology made easier : For the
promotion of exports of Indian products in world markets, the
government would encourage foreign trading companies to assist
Indian exporters in export activities. Approval would be given for
direct foreign investment up to 51% foreign equity in high priority
industries.
> Public sector’s role diluted : The new industrial policy has removed all
these (the number of industries reserved for the public sector since 1956
was 17) industries from the Reserved List. Industries that continue tobe
reserved for the public sector are in areas where security and strategic
concerns predominate. These areas are (i) arms and ammunition and
allied items of defence equipment, defence aircraft Ell‘llli]. warships, {ii)
atomic energy, (iii) mineral oils and minerals specified in the schedule
to the atomic ENergy (control of pt‘ﬂdl.‘ll‘.‘ﬂﬂl‘l and use) order, 1953, (iv)
railways.

MRTP Act : Under the METP Act, all firms with assets above a cm_'tmn
size (Rs. 100 crore since 1985) were classified as MRTP Finus. Such t lrm‘E
were permitted to enter selected industries only and this also 0}:1“;:;;":?;_{;
Yeaseapproval basis. Thenewind ustrial policy scra pped tt“ E i 1I"‘

limit of assets in respect of "MRETT 2nid dominant underta 17115-“- :
Lihemli-‘-“'ﬂtiﬂn of Industrial location policy : The new Indusfrm]"ﬂ{.llliﬁx
Provides that in locations other than cities of more ’rlhrfn_ :u‘!c‘ bl
‘i:’":"]:"l.lﬂ-1'|t_i|;;|.nlr 'thr_'l'l: will be no requil'El'l'lf-"“t of 1’.111_['::':1:1”1]5.“:11':4. ey
“PPTOvals from the centre, except for : hdustries subject to comp :

N TR W,

I ]
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more than one million, indusgra,

licensing. In cities with a population of
ture will be located outside 75

other than those of a non-polluting na
kms. of the periphery.
rammes for new projects : T,

= Abolition of Phased Manufacturing Progran
forcethe paceofindigenisa Honinmanufacturing, Phased Manufactu ring

Programmes have been in force in a number of engineering ang

glectronic industries.

> Mandatory convertibility clause removed : A large part of industrig|

investment in India is financed by loans fromn banks and financia]
institutions. These institutions have followed a mandatory practice of
including a convertibility clause in their lending operations for new
projects. This has provided them an option of converting part of their
loans into equity, if felt necessary by their management. This has often
beeninterpreted asan unwarranted threatto private firms of takeoverby
financial institutions. This mandatory convertibility clause put forward

by the financial institutions has been abolished by the new industrial

policy.

= In the Union Budget of 1997 -98, nine public sector undertakings, which
the name of “INa vratna” and were made

performed very wellweregiven
autonomous. These “pJavratnas” included :

Steel Authority of India Limited

Indian Oil Corporation

Bharat Pertroleum Corporation Limited
Hindustan Petroleum Corporation Limited
Bharat Heavy Electricals Limited

SAIL

IOC (Sept. 1964)

BPCL (Aug. 1, 1977)
HPCL (Est. July 15, 1974)

BHEL

NTPC National Thermal Power Corporation
BEL Bharat Electronics Limited

HAL Hindustan Aeronautics Limited

ONGC (Est Aug. 14, 1956) 0il and Natural Gas Corporation
Following undertakings were also in cluded in this list later:

GAIL (Aug. 1984) Gas Authority of India Limited

Mahanagar Telephone Nigam Limited

MTNL

NMDC National Mineral Development Corporation
PFC Power Finance Corporation

PGCIL Power Grid Corporation of India Limited
REC Rural Electrical Corporation Limited
NALCO National Aluminium Company

SCI Shipping Corporation of India

CIL Coal India Limited

4
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Navraina Publicsectorenterpriseshavebeen givenenhanced autonom
P del egﬂti‘?r} of powers to incur Eﬂpitﬂ.] expenditure (without any
_nonentary ceiling), to enter into technology joint ventures, to raise capital
l‘.’ o Jomestic and l.l‘ll.'El'["I.EIJflﬂﬂﬂl market, to establish financial joint ventures
) Tnd to wholly own subsidiary.
plic Seclor _ ;
| In terms of ownership public sector enterprise (PSE) comprises all
' ¥ dertakings that are owned by the government, or the public,
| whereas private sector comprises enterprises that are owned by private
persons.
The main Objectives of Public Sector are :
To promote rapid economic development through creation and
expansion of infrastructure;
To generate financial resources for development;
To promote redistribution of income and wealth;
To create employment opportunities;
To encourage the development of small scale and ancillary
industries;
To promote exports on the new side and import substitution on the
other; and
» To promote balanced regional development.
Disinvestment and Privatisation
> There is a difference between privatisation and disinvestment.
Privatisation implies a change in ownership resulting in a change in
management. Disinvestment is a wider term extending from dilution
for the stake of the government to the transfer of ownership (when govt.
stake reduced beyond 51% ).

> The Government of India constituted the Disinvestment Commission
with Mr. G.V. Ramakrishna as the chairman in August 1996 toadviseiton
disinvestment programme of public sector enterprises. It has suggested
classification of PSE in to core and non core. In core sector maximum of
497, disinvestment would be allowed while in non core disinvestment
would be upto 74%. PSEs shares will given to small investors and
employees to ensure wide dispersal of shares thus introduce mass
ownership and workers shareholding. It has also suggested greater
autonomy to PSEs.
| Eﬂ minimize the financial burden on the Public Sector Enterprises the
En'fl‘finmment has started Voluntary Retirement Scheme (VRS) for the
o GP Yees by giving full compensation to employees. This is called
Iﬂvl-::il':jle'“L Hand Shake Scheme”.
j 4 lt;'lztmaﬁun refers to a general process of involving the private sector
Ownership, or operation of a state owned enterprise. Thus it refers

>
*

% % N A

»

gﬂvate purchase of all or part of a company.

Sm;i?le Industries

laboyy mrﬁﬂlﬂle and cottage industries have an important role to play in a
“*Plaineg 55““ developing economy like India. Their importance can be

J Smay
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{iii) Mobilisation of Small Sa

(iv) ExportContribution:Thesha
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ntGeneration :LargescaIeindustriesare generally Capity)
ll-scale industries, on the other l_‘nand, are genery),
bstantially higher employmer,

(i) Employme
intensive. 5ma
labour intensive and have a su

potential. , . g
(ii) Equitable Distribution . The ownership of S5Is 15 MOre wide spreay

inter of both individuals as well as areas. T}:juia t_hEEE ETI51 g
equitable distribution of income individually an re‘gmnai Iy
vings : 5.5.]s can be run with the help o
facilitate mobilisation of small savings,
reof smallindustriesin the totalex port
has increased over the years. It contributes 35% of total exports,

(v} Environment Friendly : As these are dispersed far away from urban
centres they do not pollute urban environment.

However, Small Scale Industries are suffering from a mfmbe]- of

problems like (i) Lack of timely, adequate and easy ﬁnapcﬂ, (ii) Lack of

availability of raw material, (iii) Lack of sound marketing system, (iv)

Competition with large scale sector.

small capital. Thus, they

Sick Industries .
= A sick unit is one which is in existence for at least five years and had

i

Yy

found at the end of accounting year that it had fully eroded its net worth,
30,000 units fall sick every year. A weak unit is one which erode 15% or
more of its net worth.

Textile industry is the largest industry in the country. The share of Textile
and Clothing industry in lotal industrial production is about 14%. It
also contributes 13.14% in total merchandise exports of the country.
This industry provides employment to about 350 lakh people in the
country.

There are about 1,100 mills (900 spinning mills and 200 composite mills)
in the country with 28 million spindles and 2 lakh looms.

There are 112 cotton mills in Gujarat. In Ahmedabad alone, there are 66
mills. It is known as Bostan of East. In Maharastra there are 104 mills
out of which 54 alone are in Mumbai. Mumbai is called cottonopolis.

In Kanpur there are 10 cotton mills and this city is called Manchester
of North India.

I:-_;:lﬂfst F}T]E making faclory of India was established in Calcutta in
w;} - nf:a holds second place in the field of cycles production in the
rld. About 90 lakh cycles-are produced annually in India.

The share of smal : 2 : |
{430 1o EITETEEE scale industries (S51 sector) in total exports of India

Small and Cottage i : : :
Policy of 1575, & industries were given high priority in the Industrial
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_ Theindustries in which maximuym Rs.1 croreisin
o industries. HiVested are calleg Small
ial Finance Corporag o
ndustrial TPoration of Ing .
7 1% July, 1948 by a special Act of Parliameny. ) W2 ®stablished on
main aim of IFCI was to make available | .
4 credit to the Industries of private ang Publi:ﬁ;':“mgr;erm and mid term
] ; Invest . '
sociustilal Crexdit and Livestment Comportion of g
& established in 1955 under the Indian Cumpam‘es ;c:ndla HCICT) weas
> The function of ICICLis to support the establishyme

S : o nt, dew
modernization of industries in the Private sector, elopment ang

» Industrial Development Bank of Indja (IDBI)
the field of industrial finance.

» IDBlwas established on 1% July, 1964,

» Industrial Reconstruction Board of India (IRBI) was established in 1971
with the aim to reconstruct the sick industrial units,

> Unit Trust of India was established in 1964,

> Unit Trust of India (UTI) collects small
of units and invests them into suretios,

» Life Insurance Company now Life Insurance Corporation uf.fudfa or
(LIC) was established in September 1958,

> The head office of Life Insurance Corporation of India is in Mumbai.
Presently, it has 7 zonal offices and 100 regional offices,

> General Insurance Company of India (GIC) was established in 1972,

> Indian Industrial Investment Bank Limited was established on
17th March, 1997 by the government, under Companies Act 1956,

Presently, its authorized capital is 1000 crore rupees and its head office
is in Kolkata.

Industrial Growth

> The target growth of ind!.llstr}r during the Tenth Plan (2002-07) was put
at10% consistent with an over all GDP growth 8%.

ﬂ':mrding to the CSO's latest data, during 2006-07, (the last year of tl'IIE.‘
10th plan) the industrial goowth stood at 10.0% compared to 9.6% in
the corresponding period of 2005-06.

Manufaq:turing production grew by 11.3% against 9.1%, elEl:trif:it}'
Beneration by 7.7% against 53% and mining out put by 4.5% against
3.6% between the last two consecutive years. _
Stowth of industrial sector, from a low of 2.7% in 2001-02, n:wved. 9
1% and 7.4% in2002-03 and 2003-04 respectivety, and after accelerating
t“r::nnver 9.5% in the next two years, touched 10.0% in 2006-07.
t Industrial Production _ )
1 iﬂm 81oWth rate of Industrial Production, as per the Quick Esflmﬂ:j:é
Mdex of Industrial Production (IIP) with base year 1993-94, Ln‘;’lzlran] to
1025, 1 average of 5.0% per annum during 1997- 2002 (9t
e m 200910,

'S an apex institution in

savings of people through sale

>
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= TIndiais the second largest manufacturer of cementin the world, Cep,
jes in the country,

industry is one of the most advanced industr .
= At present there are 156 large cement plants W If-h an mnstalled ':E'P‘ﬂcity
of 233.94 million tonnes and more than 350 mini cement plants wig, an

estimated capacity of 11.10 million tonnes per annum.

= The small scale, cottage and artisan sector account for over 75% of i,

leather production.
w Wore than 30% of the work force €m
WOomen.

Automobile Industry

= Automobile Industry was delicense
of the New Industrial Policy.

The passenger car was however delicensed in 1993.

At present 100% Foreign Direct Investment (FDI) is permissible under
automalic route in this sector indl uding passenger car segment.

The industry also offers substantial scope of employment with 4.5 lakh
direct employment and about one crore indirect employment,

Eh

ployed in this sector constitute

dinJuly 1991 with the annoucemeny
=
>
b

Steel
> Iron and steel Industry took birth in India in the year 1870 when Bengal

Iron Woks Company established its plant at Kulti, West Bengal.

> Large scale iron and steel production was started in 1907 by TISCO,
established at Jamshedpur (Jharkhand).

> As per the data from International Iron and Steel Institute (IISI) India
is the 7th largest producer of steel in the world.

> At present India is the 9th largest Crude Steel producing country in the
world.

> Today, India is the largest producer of sponge iron in the world.

Small Enterprises Sector )

> The employment provided by the sector is estimated to be over
persons at present.

> In recognition of this role, the SE sector had been assigned targets UEI_
12% annual growth in production and creation of 44 lakh addition?
employment opportunities in the Tenth Five-Year Plan.

Micro, Small and Medium Enterprise Development Act, 2006

> Small and Medium Enterprised Development Bill 2005 (which W&
introduced in the Parliament on May 12, 2005) has been app™® by
the President and thus became an Act.

> This new:Act, named as ‘Small and Medium Enterprise Develop™

Act, 2006" has become effective from October 2, 2006.

This Act makes a different category for medium level enterprise® -

This Act prr:widea ﬂ‘}E ljlrEt‘EVEI' IFEHI frame work for recognitio” ﬂf,_.cs:'

concept of “enterprise’ (comprising both manufacturing and SE!':maH

and integrating the three tiers of these enterprises, viz.,, mMic™”

and medium.

280lakh

_—

enl

vy



Indian Eeo
ey 389

13. Foreign Trade
gefore independence, the foreign trade of India wa
> the prinﬂi ples of colonialism. But after inde
huge changes in its state and direction,

Afrerindependence, inward looking foreigntrade policieswereaccepted
and the policy of import replacement was its base,

! 5 Efforts were made for trade liberlisation during the decade of 1980 and

i the comprehensive policy of liberalisation and globalisation was made
in the decade of 1990s (after the year 1991),

yolume of India’s Foreign Trade

» Afterindependence, Indian foreign trade has made cumulative progress

both qualitaﬁvel:-,r and quantitatively. Though the size of foreign trade
and its vlaue both have increased during post-independence era, this
increase in foreign trade cannot be said satisfactory because Indian share
in total foreign trade of the world has remained remarkable low.

' » In 1950, the Indian share in the total world trade was 1.78%, which came
down to 0.6% in 1995. According to the Economic Survey 2001-02 this
share percentage of (L.6% continued in years 1997 and 1998. Since 1970,
this share has remained around 0.6% which clearly indicates that India
has failed to increase its share in the total world trade.

> India’s total external trade (exports + imports including re—exports)
in the year 2009-10 reached a level of Rs. 8,45,534 crore registering a
growth of 0.57%. In US § terms, exports reached a level of US § 178.8
billion, registering a negative growth of -3.5% as compared to a growth
of 13.6% during the previous year.
| Composition of India’s Foreign Trade
> Imports have been classified into Bulk imports and Non-bulk
imports.

> Bulk imports are further sub-divided into Petroleum, oil and lubricants
(POL) and non-POL items such as consumption goods, fertilizers and
iron and steel.

> Non-bulk items comprise capital goods (which include electrical and

non-electrical machinery), pearls, precious and semiprecious stones and
other jtemns.

:[’he structural changes in imports since 1951 show : (a) rapid growth of
industrialisation necessiating increasing imports of capital goods and
[ materials; (b) growing imports of raw materials on the basis of
tberalisation of imports for export promotion; and (c)declining imports
E x E?E{d grains and consumer goods due to the country be::nm_ing self-
?:;' ?Zm in food grains and other consumer goods through agricultural
S ﬂn ustrial growth. | | o
&nﬁ sofIndiaarebroadly classified into fourcategories: E1}Agnm5h 1
allied products which include coffee, tea, oil cakes, tl‘.‘lhﬂﬂ?ﬂ; ca E'H;'
““?:1151 Spices, sugar, raw cotton, rice, fish and fish p]‘EFIHI'EItIvDI'; 8 n:u:iz;j
Orgs at preparations, vegetable oils, fruits, vegetables and pulses; a
nd minerals which include manganese ore, mica and iron ore; (il

s being operated on
pendence, there have been

= S
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Direction of Foreign Trade

:p-_

o
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: dy-made garm
. 1 include textiles and ready- Barmengg
Manufactured goods Whmhmd?natwear handicrafts including peay,

her and 3
‘ute manufactures, leather Y . oods and iron steel;
]aund precious stones, chemicals, engineering & Fand

i ineral fuels and lubricants. - ‘
g:lﬁ::m India over the years chow a clear decline in the importaneg

5 . -nd a substantial increase in th,
aericulture and allied products and . :
3 FlE?ramﬂc; :r-l" manufactured goods. This has been due to changing
;:gducﬁun <tructure of the economy and the OEINll growih of the

fCONOmMY-
India is having maximum trade with OECD countries (mainly the USA,
EU and Japan). )

The direction of Indian trade registered a change during recent past
vears. Indian trade has been partially shifted from West- Europe to East
Asia and OECD countries.

Thehigh growthrateinJapanand ASEAN countries gavea highdemand
and favourable market to Indian exports. This has been one of the major
reasons responsible for increasing Indian exports to East-Asian region
of the world.

‘New Foreign Trade Policy (2009-2014)
> In the Foreign Trade policy for the year 2009-14 announced on 27

August, 2009, the Government spelt out a bold vision to double India's
exports of goods and services by 2014 and to double India’s percentage -
share of global trade by 2020 and to focus on the generation of additional
employment. .

stability of trade policy regime and need based support measures

extended from time have yielded positive results since the inception of
the Foreign Trade Policy (FTP) 2009-14.

Exim Policy 2002-07
= The major highlights of Exim Folicy 2002-07 are :

(vii) Easing of external commerci

(viii) Provision forrepatri

(vi} Exemption of banking units

(i} Removal of quantitative and

ackaging restricti '
—- P ging restrictions on agri
(ii) Transport assistance for movemen

(iii) Export thrust on items
Strategy.

tof agri goods,
indentified in Medium Term Export

(iv) Continuance of existin

ing duty neutralisatic ;
Added Tax (VAT) becomes Fully nperaﬁﬂn:[ Sehprmes Uil the Value

(v) Extensionofthe period for fulfilli
: ulfilling ex izati
Promotion Capital Goods {EPCG:IngFE?;ZnE:;%:gﬁgﬁ‘l‘én;:arixpﬂﬂ

; set i
requirements like SLR and CRRW UP In SEZs from statutory

+*

al borrowin — y
than three years tenure loans, B norms by permitting less

ation of ; -
of the earlier 180 days, no e pareamings withih 360daysinstead
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.} Retention of entire export earnin i .
(ix) currency Account (EEFA), &5 In Export Earners Foreign
' ales from dome 3
) Tax benefitsons mestic tariff areas t : .
t } Zones {EEEE . o SPECIEI] Emnﬂ'l:l‘ll{'

«i) Redu c:tim:-. of PHJ'E':;'SEiI'Ig fees, fewer Physical inspect]
{ licensing in all offices of DGFT (Director Gen, nﬁmg?gﬂf;?;;a

ar lassification for DGFT
xii) Common class ; and customs depg
: eliminate classification related disputes, BP0

(xiii) No licence requirement for relocation of overseas industrial plants
in India. :

(xiv) Industrial towns such as Tirpur, Panipat and Ludhiana to get
Market Access Initiative (MAT) funds, priority for infrastructure
development.

(xv) Allocation to states from Rs. 350 cr. Assistance to States for
Infrastructure Development (ASIDE) fund linked to their export
performance.

(xvi} Permission for caplive power generation and duty
fuel for power generation, for exporters.

(xvii) Reduction in the eligibility for getting Export House status from
Rs. 15 crores Lo Rs. 5 crores.

free import of

Balance of Payment : A statement of all transactions of a country with
the rest of the world during a given period. Transactions may be related to
frade, such asimports and exporls of goods and services: movement of short-

term and long-term investments; gifts, currency and gold. The balance of

payments may be classified into current account, capital account, unilateral
transfer account and gold account.

Balance of Trade : Part of the nation’s balance of payments concernin Iy

imports and exports. A favourable balance of trade means that exports
- exceed imports in vlaue.

Invisibles : A term used to describe those items, such as financial
series, included in the current Balance of Payments accounts, as distinet
from physically visible Imports and Exports of goods. Invisibles include

. Bovernment grants to overseas countries and subscriptions to international
ﬂrganizatiﬂns,netpa}rmEntfnrshipingservices,l:ravel,myalties,mmmissiﬂru;

or hanking and other services, transfers to or from overseas residents,

::::‘Efeﬁh Profits and Dividends received by or from overseas residents.
reign Exchan e Reserves in India i 2

= The fureignixchange reserves of the country Fql.‘_erlgr_i el ]?:Ehangi

mclude three important components : (i) Rg_serfqgf S lzlﬂ';ﬂ
aniEnExcha“EEAsﬂetsaf REBL (ii) Gold Stock theendo Iﬂ“u?i?
RBI (iii) SpR holdings of the Government. was 2ol mition,

d“Er 1991, Indian foreign exchange reserves have rapidly increased
I'.ij]E ﬁ:“ Various reasons which are as follows : (i) Devlauation of Rupee.
of § vailability of 1oans from international institutions. [111? Availability
Eursimlgn exchange from NRIs under various schemes. (iv) Increased

Rupe Vestment (both direct and indirect). (v) Full convertibility of
Pee on current account.




392 Lucent’s General Knowledge

Act) came into force in ;
ign Exchange Management : i
} ﬂ%ﬂ?ﬁﬁdﬁ has mpﬁamd Foreign Exchange Regulation Act, 19;%
(FERA-1973). _ |
> Under FEMA provisionsrelated to foreign ex-:hagge h::E I:::EEE Modif,,
and liberalised s0 as to simplify forei gn trade an [Egrkz? 5. FEMa Wil
make favourable development in foreign Money :

India’'s foreign trade

Total trade  Trade defig;
L e erore)
1997-1998 1,30,101 1,54,176 2,84,277 -24,075
1998-1999 1,39,753 1,78,332 3,18,085 -38.579
1999-2000 1,59.561 2,15,236 3,74,797 -55,675
2000-2001 2,03,571 2,30,873 4,34 444 -27,302
2001-2002 2,09,018 2,45,200 4,54,218 -36,182
2002-2003 2,55,137 2,97,206 5,52,343 -42, (69
2003-2004 2,93,367 3,59,108 6,592,475 -65,741
2004-2005 3,75,340 501,065 8,76,405 -1,25,725
2005-2006 4,56,418 6,60,409 11,156,827 -2,03,991
2006-2007 571,779 8,40,506 14,12,285 -2,68,727
2007-2008 6,55,864 10,12,312 16,68,176 -3,56,448
2008-2009 8,40,755 13,74,436 22,15,191 -3,33,681
2009-2010 8,45,534 13,63,736 22,09,270 -5,18,202

(Sources : DGOy and §, Kolkaia) {i :’_"cmrfes; : India 2011}

e (exports plus imports including re-exports)
in the year 1950-51 stood at Rs. 1214 crope. Since then, this has witnessed
CONtinuous increase with occasi

> India’s share i total w
initial year of the Forei

| ports reached to Rs, 13,63 756 . re from Rs.
13,74,43¢ crore in 2 ) registering A Negative gruwﬂ'lmﬂf (.78% mn
rupee terms, In‘US $ terms, imports reached g laye of US § 288.37 billion
m 200910, registering 5 Negative growih of -5 059, .

> During 2009-10, UpE: ¢ :

134%} has been th ! 0
export destination followed by Usa ( m.g‘}:]m'::st IMportant country

i » China (6.5%), Hong Kong
(4.4%), Singapore (4.2%), Netherlands 3.6%, any
(3%), Saudi Avabia (279, 3.6%), UK. (3.5%), Germ
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il and ASEAN accounted for 60.99 o 393
zﬂﬂg._.m fﬂlIﬂwedr by Europe (19.2%)
ndividual countries the share of China stood higt,
UAE (6.8%), Saudi Arabia (5.95%), Usa s 9% }Est at 10.7% followeq
) ¢ing2009-10, the share of Asia and ASEAN 3
Asid, East Asia, North East Asia, WANA
jotal exports.
Trade deficit decreased during 2009-10 to Rs.
RS, _5,33,681 crore — during 200809, In Us
decrea sed to US $ 109.6 billion from a level
2008-09.

The share of Europe and America in India’s exports stood at 21
15.02% respectively of which EU countries (27) mmprise: ED.iET:'ﬁ?? and

N region com

accounted for 53, Prising South

93% of India's

$—5;13,202 Crore as against
terms also, trade defict
of US $ 118.4 billion during

Trade Organisations

>

>

International Monetary Fund (IMF) was established on 27" December
1945 on the basis of decision taken in the Bretenwood Conference and
it started functioning w.e.f. 1% March, 1947.

The total member countries of IMF in 2002 were 183.

The function of IMFis to encourage financial and economicco-operation
between member countries and to extend world frade.

International Bank for Reconstruction and Development (IBRD) was
established in 1945,

[BRD alongwith other institutions is also called World Bank. The
other institutions are International Finance Corporation, International
Development Agency and Multilateral Investement Guarantee Agency.

Presently, it is helping member countries in capital investment and
encouraging long-term balanced development.

General Agreement on Tariffs and Trade (GATT), came into being on
30% October, 1947 and started functioning from 1% January, 1948.

The principle of GATT was —equal tariffs policy, to remove quantitative
ban and disposal of business dispute in a democratic way.

On 1* January, 1995 the World Trade Organisation took over the place
and position of GATT.

The Headquarter of WTO is in Geneva and the number of its member
countries in the year 2003 was 146. India is a founder member of it,
The India~ASEAN Trade in Goods Agreement has come into effect on
Jan. 1, 2010, though it was signed on August 13, 20089.

The signing of the India~ASEAN Trade in Goads Agreement paves

r reas
the way for the creation of one of the world’s largest free trade a

i 5
(FTA) “market of almost 1.8 billion people with a combined GDPofU

$2.75 trillion_

14, Miscellaneous Facts i wer
&Eﬂnrdlng by thE Wl:.‘ll'ld Eﬂﬂkv on the bﬂEiE of the Pul'd'lﬂﬁlng PG

o ia i th largest econom
Wﬂr{i the economy of India 18 the four g
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In the production of vegetables, India is on the second position (aftey

China). :
India is on the first position in the production of rni.lk.
The highest producer of milkin India is Uttar Pradesh.
India is the third largest producer of Tobacco. The largest producer apy
consumer of tobacco is China.
Four industries which have been reserved for public sector are -Aryg
and Ammunition, Atomic Energy, Rail Transportation and Mineralg
mentioned in the scheduled list of Atomic Energy.

The position of India is first as a producer of pulses.

The Centre receives maximum net revenue through Excise Duty.
First Hydel Power Plant in [ndia was started in Darjiling.

The Money-Order system in India was launched in 1880.

First postal stamp was launched in India in 1852.
Maharashtra is the 1st state which accorded the status of Industry lo

agriculture in 1997.
The "Big Push Theory
Alfred Marshal propounded the
Central Agmark Laboratory is in Nagpur.
First Cotton Industry of the country was established in Kolkata in 1818
and the second by Kovas Jee Nana Bhai in Mumbai in 1853. _
Sindri Fertilizer Factory, Chitaranjan Locomotives, Indian Telephone
Industry, Integral Coach Factory, Penciline Factory, Indian Telephone
Industry were all established during first five-year plan.

The largest number of co-0 perative institutions 1s in India.
Unorganised sectors are creating more employment than organised

sector in India.
The share of groundnut is the highest in the production of oil seeds.

# has been given by R. Rodan.
“Principle of consumer surplus”.

Three cities of India have more than 1 crore population - Mumbai,
Kolkata and Delhi.
Urbanisation is highest in Goa in India. i
Asian Development Bank was established in 1966. (Head Office =
Manila)

wis

The social accounting method of estimating national income
developed by Richard Stone.

TRIFED : Tribal Co-operative Marketing Development
India Ltd. established by government in 1987 to bene
farmers.

NA_FED : National Agricultural Co-operative Marke
India Ltd. was established for marketing the agricultural pro
In 1993 FERA (Foreign Exchange Regulation Act 1973) was repla
FEMA (Foreign Exchange Management Act).

Small Industries have been completely relaxed from licencing:

Federation o
fit small 11

ting Federationl of
ducts-

ced b¥

>
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1US Dollar = 54.99 Rupe:; 2013 :

1 Pound Sterling =83.18 Rupees
1 Euro =70.49 Rupees

» Average size of holding in India

population growth. 15 continuously decreasing due to rigid

= ﬁﬁ’i‘ﬁ"”]hﬁ'm Income Insurance Scheme was announced in 2004
valde insurance safeguards and economic security to farmers -

» Department of Agriculture and Co-operation formulated the Farm
 Income Insurance Scheme.

= Green Revolution is associated with the use of HYVS (High Yielding
Variety Seeds), Chemical fertilizers and new techniques.
Seed Crop Insurance is operational since 1999-2000,

Seed Bank is in operation since 1999-2000. Its functions include meeting
contigency requirement, development infrastructure for production
and distribution of seeds.

= Types of loans provided to Indian Farmers :
(a} Short Term Loans : Less than 15 months

(b) Medium Term Loans : 15 months to 5 years
(c) Long Term Loans : more than 5 years

» Lopans are acquired from Institutional Sources (Banks) and MNon-
institutional sources (money lenders).

> Export-Import (EXIM) Bank was set up in 1982 for financing exports
and imports.

¥y

Glossary of Economic and Financial Terms

Accrued interest : The interest due on a bond since the Iastlintere':}t
payment was made. The buyer of the bond pays the market price plus

accrued interest. ;
Acquisition : The acquiring of control of one corporation by another.

In “unfriendly” takeover attempts, the potential buying company 1;1:':_1,;

. Offer a price well above current market values, new securities and othe
. inducements to stockholders. The management of the subject company

4 mlgh[ ask for a better PI"i.CE‘ or tl"}F to jl:.l-iﬂ up mth a ﬂ'lll'd EﬂmPa;:" —
f Active Market : This is a term used by stock exchange i :E:E.I:rns.
¥ Particular stock or share that deals in frequent el reguh:if tl:“

ps the buyers b bt reasonably large amounts any e,

; : odity are
deﬁﬂdnﬁ“if'tﬂred Prices : When the prices of an item OT ; ;ﬂg‘m‘ler agt};ncy
e by the central power, general]y the gmremmenmr ¥

! { prices are call
!"it::lcjx:_lm on the basis of demand and supply: such types 01 P
' Mistered Prices,

]
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i ind of indirect tax in whig
Ad-valorem Tax : Ad-valoremtaxisa kin h !

are taxed by their values. [n the case {: ad*\;ﬂiiféﬂéﬂmtﬂdi; T:]J:}L E:in:lzg i

roportion of the price O & fed T,
mﬂ]ﬁ?:na:dt-}ilﬂre: tax. In other words when tl':: ta}i: 15 dﬂl:‘_lnnlne d oy
ge basis of value of a commodity, it is known as Ad-valorem tax,

i ' *. As and when necessity arjse.
e i
completely lose their identity when the merger ta .EE p ace.

American Depositary Receipt (ADR) : A SE‘:UEW 155:;1‘3'35 ]:I:':F E; LT,S hﬁfnk
in place of the foreign shares _held in trust by that bank, thereby a-:lhtatmg
the trading of foreign shares in 11.5. markets.

Amortization : Accounting for expenses or charges as aPpliEah]ﬂ rather
than as paid. Includes such practices as depreciation, depletion, Write-off of
intangibles, prepaid expenses and deferred charges.

Annual report : The formal financial statement issued yearly by a
firm, composing or corporation. The annual report shows assets, liabilities,
revenues, expenses and earnings - how the company stood at the close of
the business year, how it fared profit-wise during the year, as well as other
information of interest to shareowners.

Appreciation: Appreciation means anincrease in the value of something
e.g. stock of raw materials or manufactured goods. It also includes an
increase in the traded value of currency. It is an increase in the value of
assets over a particular time period. Example : land, building, paintings

ele. Appreciation is just opposite to depreciation. When the prices rise due
toinflation, appreciation may occur.

Arbitrage : A fechnique employed to fake advantage of differences in
price. If, for example, ABC stock can be bought in New York for $10 a share
and sold in London at $10.50, an arbitra geur may simultaneously purchase
ABC stock here and sell the same amount in London, making a profit of $.50
a share, less expenses, Arbitrage may also invelve the purchase of rights to

se of a convertible security - and the

: Security obtainable through exercize
of the rights or of the security obtainable through conversion, Uy

by auction, the b de by
:‘.he ]:fu_yers- Who so ever makes the hi st bid, pets ’th;:};: En-l?;:;]ei:;i-.r}ﬁch
is being sold. The buyers make the bid taking intq consideration the quality
and quantity of the com modity.
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Auction market : The system of tradi 3
agentsonan exchange suchas the Bombay ggmsjfg';ﬁ‘;i““ﬂugh brokers or

with other buyers while sellers compete with othes ge- Buyers compete
advantageous price.

Auditor’s report : Often called 7 .
statement of the accounting firm’s wnrliﬁ;-.;:: ;rgii_‘:lflfﬂﬁijmm, it is tl':e
financial statements, especially if they conform to the nl:-rmale corporation’s |
accepted practices of accountancy.

Autarchy : It means self-sufﬁ'-:iency and self-reliance of an
Autarchy is an indicator of self-suffi ciency. It means that the ::t:-u:: Dn?t;neﬁ
can satisfy the needs of its population without making imports &DE other
countries.

Averages : Various ways of measuring the trend of securities prices,
one of ﬂ1elm1:|5t F'DIJ‘:“E" of which is the Dow Jones Industrial Average of
30 industrial stocks listed on the New York Stock Exchange, The prices of
the 30 stocks are totaled and then divided by a divisor that is intended to
compensate for past stock splits and stock dividends, and that is changed
from time to time. As a resull, point changes in the average have only
the vaguest relationship to dollar-price changes in stocks included in the
average.

Balance of Payment : [t is the difference between country’s payments
and receipts from other countries during a year. In other words the balance
of payment shows the relationship between the one country’s total payment
to all other countries and its total receipts from them. Balance of payment
not only includes visible export and imports but also invisible trade like
shipping, banking, insurance, tourism, royalty, payments of interest on
foreign debts. '

Balance of Trade : It refers to the relationship between the values of
country’s imports and its export, i.e. the visible balance. Balance of trade
refers to the total of country’s export commodities and total value UF
imports commodities. Thus, balance of trade includes only visible trade 1.
e. movement of goods (exports and imports of goods). Balance of trade is
Part of Balance of Payment statement.

Balance Sheet : Balance sheet is a statement showing the assels and
liabilities of a business at certain date. Balance sheet helps in estimating the
real financial situation of a firm. :

Bank : Bank is a financial institution. It accepts funds on current account
and HﬂVings accounts. Italso lends money. Th-E baﬂk PH}FE the d'IE‘qU =] dfﬂl;\-::

; by customers against current or savings bank accoun t. The bank is a [ra
tdeals in money and credit.
i Bank Draft : Banker’s draft (Demand Draft)
uﬁm.ﬂ bank. Drafts are as good as cash. The
Pad. Bank Draft is safer than a cheque.
Bank Rate . It is official rate of interest charge

o 0ans to other banks. It is the rate at which R.B.I. discoun

Securin R na
i 1hes inﬂluding bills of exchange. Thus, 1t 15 also know

. : im drawn
is a negotiable claim
drafts cannot be return

erve Bank of India
dpy Res ts first class

s discount
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Bankruptcy : It is a situation in which a person is unable to diﬂthirgq
his debt obligations. : .

Basis point : One gradation on a 100 Pcﬂnt BCH]'Z-‘{;E PPTE{EE‘;[\PHE; 1%; u
especially inexpressing variationsin the yields gf ::I:E;nh :S - Pz i ;TEUH;ETIE] i

. : t an stale gge
ftent and slightly within one percen ; :

::]I:E:;ses these l:h%,mges in hundredths of 1%. For example, the difforeng,
between 12.83% and 12.88% is 5 basis points.

Basket of Currency : In this system I'I“.: Ex-:hm:nﬂﬂ value of a country’y
currency is fixed in terms of some major international currencies, Indiag
rupeeis valued against US Dollar, British Fﬂl.ll'ld,.]ﬁ panesc '?’En. French Frap,
and German Deutsche Mark. India opted for this system in 1975,

Bear and Bull : These terms are used in slock exchange. “Bear ;- an
individual whosells shares in a hope that the stock’s price would fall.* Byjr i
an individual who buys shares in a hope that the stock’s price would rise.

Bearer bond : A bond that does not have the owner’s name registereq
on the books of the issuer, Interest and principal. when due, are payable tg
the holder,

Bid and Asked : Often referred to as a quotation or quote. The bid is the
highest price anyone wants to pay for a security al a given time, the asked
is the lowest price anyone will take at the same time.

Bill of Exchange : It is an unconditional order in writing addressed by
one person to another requiring the addressee to pay on demand or at

fixed future time a certain sum of money to the order of the specified person
or to the bearer.

Birth Rate : Birth Rate (or Curde Birth Rate) is number of the births per
thousand of the population during a period, usually a year. Only live births
are included in the calculation of birth rate.

Black Money : It is unaccounted money which is concealed from tax
authorities. All illegal econon

lic achivities are dealt with this black money:
Howala market has deep roots with this black money. Black money creates

parallel economy. It puts an adverse pressure on equitable distribution of
wealth and income in the econom V.

Block : A large holding or transaction of stock — popularly considered
to be 10,000 shares or more,

Blue Chip: It is the most rol; able
It is concerned with such equity sha
It is a safe investment. It does not in

industrial shares on a stock exchange.

res whose purchase is extremely safe.
volve any risk,

'¢ concerned with factory. Persons “’h“
manual jobs that require physical strail

L dtﬂhEEﬁgﬂ Ele'IB] e 1 |'_]"|E'ﬂ 'E'ﬂf
machinery, such Jobs are on the dﬂflinge thess dl;;;?n lar Jobs, In B

Blue Sky Laws : A Popular name fq
to protect the public against securities frauds Th ed if
_ . - 1he term (generally us
the context of U.S.A)is believed to have originated when [ag judge r::;led that
a particular stock had about the same value as a patch of blue sky.
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ond : A bond is evidence of 3 ge ; o
usuﬂ?]'}’ promises Lo pay the bundhmldmgtrt':;l;ﬂtiglgg alhe issuin
a SF'E‘:iHEd lengthcat time, and to repay the loan on th

Book value : An acc{c;un;ing term. Book value of

a company’s records, by adding al] aseet« : :
ir:;]nther ]iahiIit'iES,‘ RlUE the [iquidat;n:m F'ﬁcel::; ;]::;'1;:;:':;1;:5 1all debts
summ arrived at is divided by the number of common shares nj:;:EE;iThE
and the result is book value per common share. Book value of the ﬂ:--l.-:zt;r::rgf

a company or a security may have little relationship to market value

Boom : The point at which price and employment are the maximum.
The trade is also at its highest point and beyond this no upward movement
is P{E"r'l I,'I:IC

Bounty :Itisasubsidy paid by the government toexporters. It reduces the
price of exportable goods and hence act as incentive to enhance exports.

Brain-Drain : It means the drift of intellectuals of a countrv to another
country. Scientists, doctors and technology experts gEneraI[yfgo to other
prominent countries of the werld to better their lot and earn huge sums of
money. This Brain-Drain deprives a country of its genius and capabilities.

Bridge loan : A loan made by a bank for a short period to make up fora
temporary shortage of cash. On the part of borrower, mostly the companies,
for example, a business organisation wants to install a new company with
new equipments etc. While its present installed company or equipments etce,
are not yet disposed off. Bridge loan covers this period between the buying
the new and disposing of the old one.

Broad Banding : It means providing more flexibility to manufacturers
to produce wider variety of products with same raw material mix so as to
ensure oplimum capacity.

Broker : An agent who handles the public’s orders to buy and sell
securities, commodities or other property. A commission is charged for this
service

Brokers’ loans :Money borrowed by brokers from banks or otherbrokers
for a variety of uses. It may be used by specialists to help finance inventories
of stock they deal in; by brokerage firms to finance the underwriting of new
issues of corporate and municipal securities; to help finance a firm’s own
investments; and to help finance the purchase of securities for customers
who prefer to use the broker’s credit when they buy securities.

Budget : It is a document containing a preliminary approved e s
Public revenue and public expenditure. It is a statement of the e§h.mated
Teceiptand ex pensesduringa fixed peri od. Itisacom pﬂrative tal::l-;f gwlngﬂ'u:
Atcounts of the receipts to be realised and of the expenses to be incurred.

Bud TR sey eenrance between the pstimated
udget Deficit : Budget deficit is the differe . th

Public expenditure and public revenue. The government ;
ﬂ[’ Way of printing new -::Err-:nc}' or by borrowing. Budget maj:; Tuke ashape
deficit when the public revenue falls short to public expenditure. %
Buffer stocks . These are the stocks (generally of _prima;lry gctmd;i
ulated by a government agency whensupply is plenti ful. Thesestoc

g company
mount of interest for
€ expiration date,

a stock is determined
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are released in case of shortage of supply. In India Food Corporation of Ing;,
(FCI) accumulates foodgrains as buffer stocks.

Bullion : It is gold or silver having a spesific degree of purity. Genem;},
it is in the form of gold or silver bars.

Bull Market : It is a market where the SIJEC}IIE’MIE buy shares o
commodities in anticipation of rising prices- This market enables g},
speculators to resale such shares and make a profit. The opposite is Bear
Market.

Buoyancy : In the inflationary period, the increase in tax revenue js

known as buoyancy. When the government fails to check inflation , it raiseg

income tax and the corporate tax. Such a tax is called Buoyancy. It concerng
with the revenue from taxation in the period of inflation.

Buyer’s market: When the market is favourable to buyer’s market. This
cituation occurs when there is a change from boom to recession Le. demand
is less than supply.

Buy side : The portion of the securities business in which institutional
orders originate.

Callable : A bond issue, all or part of which may be redeemed by the
issuing firm, institution or organisation under specified conditions before
maturity. The term also applies to preferred shares that may be redeemed
by the issuing organisation.

Call Money : Itis aloan thatis made for a very short period of a few days
only or for a week. [t carries alow rate of interest. In case of stock exchange
market, the duration of the call money may be for a fortnight.

Capital : The stock of goods which are used in production and which
themselves have been produced. It is one of the major factors of production,
the other being land, labour and entrepreneurship .

Capitalism : The economic system based on free enterprise and private
profit. Capitalism is an economic system in which all means of production
are owned by private individuals. Self-profit motive is the guiding feature
for all the economic activitiesunder capitalism. Under pure capitalist system
econonic conditions are regulated solely by free market forces. This syster!
is based on ‘Laissez-faire system’ i.e, no state intervention. Sovereignty of
consumer prevails in this system.

Capital Markel:1tisa market for long term loans. Capital market is the
market which gives medium term and long term loans. It 1s different from
money market which deals only in short term loans.

Capital stock: All sharesrepresenting ownershipofa business, including
preferred and common.

Capitalization : Total amount of the various securities issued bY
organisation or a company. Capitalization may include bonds, debenture™

preferred and common stock, and surplus. Bonds and debenturesare usuall)
carried on the books of the issuing company in terms of their par of ﬂc;
value. Preferred and common shares may be carried in terms of pat of ate :
value. Stated value may be an arbitrary figure decided upon by the di“"::}? .
or may represent the amount received by the company from the sale ©

securities at the time of issuance. .




B flow : Reported netincome of 5 cor
Cﬂsepreciﬂﬁﬂn* depletion, amortizat; xtraorg 2
off 0T~ which are bookkeeping deduct; 1Y charge g,
ﬂr 3

pese and paise or dollars and cents,
ges

ch Reserve Ratio (CRR) : It refers to {
Ca s which they are statutorily require

rup

nt of cagh FeServes o

o Eeamount i called Crp. i

iemnune rcial bank’s volume of credit bocg use
g

['quidi“' Pﬂﬁiﬁﬂn of the banks and hence their Ebi“i}' to lend.
I o

Cashsale: A transaction on the floor of the stock exchange that calle for
delivery of the secu}'ihes th}‘:‘ same day. In “regular way" trade, the seller is
o deliver on the third business day, €xcept for bonds, which are the next
day.

Ceiling Frir.e.f.:Thisiathemaximumlimilﬁ
orits agency. Beyond it the prices cannot rise.

Certificate : The actual piece of Paper that is evidence of ownership

of stock In @ company or an organisation, Watermarked Paper is finely
engraved with delicate etchings to discourage forgery.

-alled ( Ilinﬂm:nt:c:a
Vanation in CRp affects the

xed generally b ¥ government

Certificate of deposit (CD) : A money market instrument characterized
by its set date of maturity and interest rate. There are two basic types of CDs:
raditional and negotiable. Traditional ba nk CDs typically incur an ear] y-
withdrawal penalty, while negotiable CDs have secondary market liquidity

with investors receiving more or less than the original amount depending
on market conditions.

Cheap Money : It indicates a situation when bank rate and other rates
of interest are low:,

Cheque : Cheque is an order in writing issued by the drawer to a bank.
Ifthe customer has sufficient amount in his account, the cheque is paid by
© bank, Cheques are used in place of cash money.

Elﬂﬂriﬂg House: Clearing house isaninstitution which helpstose lﬂe the
Mitual indebtedness that occurs among the members of its organisation,

Closed Economy : Closed economy refers to the economy havin_g no
ﬂithETj ‘rade (j.e. export and import). Such economies depend exclusively
eir

B Own internal domestic resources and have no dependence on out
e worjg

Enllamral 5

e
Wment of al

ecurities or other property pledged by a borrower to secure
oan.

: _ . :
Bh“”*;mmﬂmal Paper : Debt instruments issued by companies to mee
‘ nancing needs, | _
tr pr;.::mlh'-.']'nn : The broker’s basic fee for Purl:hi'lﬂiﬂg or selling secu
45 an g

Ce e gent, = S
]-"Ur:h;;::lﬁwm broker: An agent who executes the public’s orders

‘:ﬂm “aleof Securities or commodities.

it st in a .
lI "N stock , Securities that represent an ownership intere ‘
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the company has Jl_hu IE"t!-i-tI:.‘d prufl‘rrll:d ;:ﬂck, both s
ol have ownership r!ghlh. Lum_rnun stockholders *"'F'Fiumm""'
enerally exercise the greater control and may -IE”"E
form of dividends and cnpu:ﬂ appreciation I 1ty
al stock are often used mlurﬂ_‘““gﬂahl}, I

company. ]
and |m-hrrn
grrealer risk, E".” # 1
:.-,n".m-r.twaml in th o0
O stock and capil

company has no preferred stoc k. |
Competitive trader A member of the exchange who trades i, .
k

floor for an accoun

Whe the

on the
rl'p;iritl'l'l.-l.l trader,

Conplomeraie A company or an organisation that has di'-’Erﬁjﬁ._.d :

" L Kk - I.- = 1 widf_‘l T . :
operations usually by acquiring enlerprises in v vmfm s
s l“ilﬂh'l.i 1".I|n1]'ll‘l.' :'il'll_'l_"l + A I‘.‘.Iﬂ!ﬂ]'u'_‘f S-I'ICI_‘E -""hﬂwlng |.|'||3 ﬁna“ﬁa

condition of a corporation and its subsidiaries.

Converlible @ A hond, debenture or pmfr.:rred share that may be
exchanged by the owner for common stock or another ’f‘v"’:“'-'jt}“: usually of
the same company, in accordance with the terms of the issue.

Core Industries : Core Industries include strategic, basic and critical
ndustrics which remain generally under state control, e.g. defence, iron
and steel, fertilizers elc.

Core Sector @ Economy needs basic infrastructure for acceleraling
development. Development ol infrastructure industries like cement, iron
and steel, petroleum, heavy machinery ete.can on ly ensure the development
of the economy as a whole. Such industries are core sector industries.

Corporate Tax: Itisadirect tax levied oncompany’s profit.1tis caleulated
on profits alter interest and allowance (i.e. capital allowance) have ben
deducted.

Correspondent @ A securities firm, bank or other fina
that regularly performs services for another in a place orma rket tow
other does not have direct access. Securities firms may have corresy F _
in foreign countries or on exchanges of which they are not m '
Correspondents are frequently linked by private wires.

Cost Price Index (CP1) : It is used for measuring cost
it covers large number of commodities than Wholesale Price
which is used for measuring rate of inflamation. 5

C"”“ pon bond @ Bond with interest coupons attached. The ﬂp '
are clipped as they come due and presented by the holder for pa}

ncial arganizatic?
hichthe

nts

of living 3
[ndex (V%

interest. o
vl g “ h;[ﬂ -
Credit Control : It implies the measures employed by centrd

f prod

Credit Rating : I is the assessed credit worthiness o
cusiomer, Nﬂb
1 E:-“"El'i'_'t ,ﬂ.lm?-
imdnﬂm

LI""-'!dll Rationing : Credit rationing takes pla
diseriminates between the borrowers. Credit rationing €n
o Iu?cl to someone and refuse to lend others. In this way
restricts lending on the part of bank. .

t in which there is an interest. Also i ;
3
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dit Squeeze : M:)nelar}' authorities restri
‘:":j This credit restriction is called credit squeppe. Inother
ﬂiﬁ; control is very tight and restriet, t}yin o is kn

requii
the €T¢
uecZe. : . - o
" cumulative preferred : X EtDEk_h?ang A Provision that i O7€ or more
. .-dund."-t'lfe":"m'ﬂed’ the omitted leldEndEmUH[’bCPaid beU!‘Edividondg
div he paid on the company’s commaon stock, '
av
ot current assets : Those assets of 3 company that 5
perealized in ca sh, sold or consumed d
?;Lqem ment bonds, receivables and maorp
well as inventories.

Wurdswhs_-n
OwWn as credit

fe reasonahl
Uring one year. The

ey due usually wit

Y expected
seinclude cash,
hin one Vear, as
Current liabilities : Money owed and
within one year.
Custom Duty : It implies tax on j
imposed on the products recejved

isalso called protective duty as it protects the home induysty:

Cyclical Unemployment : It is that phase of
sppears due lo the occurance of the downward

Such an employment is reducted or eliminated
lurns up again,

Day order : An order ta buy or sell that,
end of trading day on which it was entered,

Dealer : An individual or
sells stocks and bonds as a principal rather than as
Profit or loss is the diffe rence between the
fnnhe:anmese::urit:-,-'.Theclealer'
that the Principal has been

Payable by 5 tompany, usually

e5.

unemployment which
phase of the trade cycle,
when the business cycle

if not executed, expires at the

firm in the securities business whao buys and

an agent. The dealer’s
price paid and the price received
sconfirmation must disclose to the customer
acted upon. The same individual or firm may
Action, at different times, either as a broker or dealer.
lhnu':’ﬂﬂﬂ"- Rate : Death rate signifies the numbe
Sand of the

Population. Tt

r of deaths in a year per
PeCtancy jg important

is mostly known as crude death rate, Life
determinant of death rate, A country having high
a high crude death rate.

It is a document which enlists the terms or conditions
b

N entures are used by corporate sector (companies). The
by h"‘?. holders Are to be paid a fixed annual rate of interest and they
~telaim on the assets of a company as creditors.

S -9 customer’s margin account, that portion of t'[;t_e
: .] iy - * ) v L w
Hengoq fric€ Of Stock, bonds or commodities that is covered by credit

Dﬂhenh.tres .
1.'I|: a

Ty ¢ broker to the margin customer. o
E”ﬂ“rs of yp. iSation ‘Decentralisation means the establishment of various

isation
. Slry oo ndustry at different places. Large stjalc- m;ia-::*ir il
i n i 1
:.;;;aﬂ':' the g o "Un at one particular place or territory. o S
By, fiency of the industry, various units at different ple

4 Writton fontract signed under legal seal.




104 ot Bl B e B 5 BT T

ellation : Deflation 15 a fall in the general price level
period of time. It is opposite LO inflation.
Demand Dratt: It is a bill of exchange Pﬂ}-’ﬂh|E al ﬁight.

Depletion Lecounting : Natural resources, such as metals, oj],
timber, that conceivably can be redicid to 2er0 aver the years, Presen
spucié‘ll pmlﬂL‘l'ﬂ in ;;ﬂpunl managl:ﬂ:ni:nt. Depletionis an ““““"ﬂﬂgpram a
consisting of charges against i t.mﬁ‘:d upon the amount of the , 4
taken out of the total reserves in the period for which accounting i Made
bookkeeping entry, it does nol represent any cash outlay nor are any th; is
carmarked for the purpose.

Depository Trust Company (DTC) : A fe:ntral securities certificyp,
depository through which members Effectlse-:u rity r.:lelwem?s between g
other via computerized bookkeeping entries thereby reducing the physjcy
movement of stock certificates.

Depreciation : It is the reduction in the value of a fixed asset dye
wear and tear.

Depression : 1t 1s just opposite to “boom”. It implies a state of economy
when lack of demand result in heavy unemployment and stagnation ip
economy.

Devaluation : It is the reduction in the official rate of a currency in terms
of a foreign currency. Indian rupee has been devalued thrice in 1949, 196
and 1991.

Director : Person elected by shareholders to serve on the board of
directors. The directors appoint the president, vice presidents, and all other
operating officers. Directors decide, among other matters, if and when
dividends shall be paid.

Direct Tax : It is a tax whose burden cannot be shifted i.e. the burden of
direct tax is borne by the person on whom it is initially fixed, e.g.- personal
income tax, social security tax paid by employees, death tax etc.

Discount : The amount by which a preferred stock or bond may sel .
below its par value. Also used as a verb to mean “takes into accou nt”asthe
price of the stock has discounted the expected dividend cut. i

Discretionary account : An account in which the customer gives 1th£'
broker or someone else discretion to buy and sell securities or commodities

including selection, timing, amount, and price to be paid or received.

Diversification : Spreading investments among different LvPe
securities and various companies in different fields. :

Dividend : It is earnings on stocks paid to sharcholders. '

Dow theory : A theory of market analysis based upon the per
of the Dow Jones Industrial Average and transportation stock priced
The theory says that the market is in a basic upward trend if one ©
averages advances above a previous important high, accomp?
fn\lnfved by a similar advance in the other. When both averages
previous important lows, this is regarded as confirmation of a do¥
trend. The Dow Jones is one type of market index.

over g .
Parh.;_-u}ar

gas ang

nrrﬂlil“""|r
\-erﬂﬁﬁ‘
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ing ¢ [t means selling iy
Dumping ] B 800ds in internag;
which is lower than that in domestic or home mnr:;:tnal Market at a price
Farnings re port :_Astatemﬁ:nt, also called an ‘
showing its earnings or losses :
company i Over a given por;
fe port lists the income earned, expenses and the nat ml;’ilil;ad,'rh :
Elasticity F}f ::-lema:nd_: The Tesponsiveness of demangd qu
o the change 11 its price is known as elasticity of demand !

pmbargo : [t means prohibition of entry of 00 sy
into a pa rticular country. it S L
EngEI'EIE‘w :ErnestEngel, the 19th century Germanstatisticia
he budget qata of working families and established a relatinnsh?;ﬁ:-r;ah]irz:
the families income and expenditure. According to the Law “When a farmi] s
income increases the percentage of its income spent on food decreases 2

Equity : The owners hip interest of common and preferred stockholders
in a company. Also refers to excess of value of securities over the debit

palance in a margin account.
Exchange Rate : The rate at which central banks will exchange one

country’s currency for another.
Excise Tax : Tax imposed on the manufacture, sale or the consumption
of various commodities, such as taxes on textiles, cloth, liquor ete.
Ex-dividend : A synonym for “without dividend.” The buyer of a stock
selling ex-dividend does not receive the recently declared dividend. When
stocks go ex-dividend, the stock tables include the symbol “x” following

the name.
Ex-rights : Without the rights. Corporations/Companies raising

additional money may do so by offering their stockholders the right to
subscribe to new or additional stock, usually atadiscount frorn the prevailing
market price. The buyer of a stock selling ex-rights is not entitled fo the
rights.
Extra : The short form of “extra dividend.” A divi
stock or cash in addition to the regular or usual dividen

paying.

Face value : The value of a bond that appears on the face of the bond,
1fmlﬂs»s the value is otherwise speciﬁed by the issuing company. Face ".?Elllue
= ordinarily the amount the issuing company promises to pay at mzlf-.:n?;

3 value is not an indication of market value. Somefimes referred to ©
Par vajye,
aid to four main factors of

Factor oS i t i
t + It is the sum total of amount P Capital

F-].'Qd - 3 v :[: a1l }GI‘ EEE.}; P

. Uction je. Land (rent), Labour {mmwﬂsazznn?taxef miuhsidiﬂ&
ja National

est), entre : e pxchisi

: preneurship (profit). It 15 ; :

ul;mh : The Financial Industry Regulatory ‘d‘“l'hﬂmﬂ ]f_gnm[ regulator

for almhnr| of Securities Dealers), is the ]ﬂfgest“c'"_.gﬂv?srtates FINRA was
ds:ecumiﬂﬂ firms doing business in the UmtEdED and the member

rﬂgulaﬁ,;:' July 2007 through the consolidation of Pifﬂthe New York Stock

E"ﬂxamge_' enforcement and arbitration functions

dend in the form of
d the company has

|
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—— . any's or a corporalion’s e Ui .
Fiscal year: A “”l“ L b L;I.”ll:l ”.I:l;:"l PR, ST O AR TR E TR T illr"lrilI i
' » of their particun. h K ' 1
+ to the nature of : vl il
e lendar carfor their Bookkeeping. Aly i al exampleis thy depir
»ealend: ' _ ’ DY
lIl-“_{'ﬂll L I'il;lii*; December 31 too early a ol '“I clo 1 s books, Al h
store: Lhil G stores wind up their aceounting
Christmas rush. For thatl reason many: B ij-'q-h § I "flrlp;:,rﬂ'
arv 31 Their fiscal year, therefore, runs from February | of o,
nuary 3l. L : s .
- Tli‘l.] muary 31 of the next. he fiscal year of ol bueey COmparni
through J: : o Jure M) Maost companies, 1
from July 1 through the following, il
on a calendar vear basis. o Bt
L 1 i '\' L ey RLUICTY Y [ .
Fixed charges @ A company’s fixed expe Ih| " e e I"-m Fe,
: Ao ir . wl, an ueh are e
which it has -.Igi'l.'t‘t{ Loy pay whether or nol L_qlfl" . _ Fis ile '-I”f‘l!.'d
- arnings on equily capital are computed,
from income before carming :

1|“_ﬂ

"r'TII

{ ] }|'|.|.‘-".
i In;p}.- rup
1“"““, ::r.i.m,m

Flat income bond : This lerm means Fh”t the F'”.“_’ _"1 which a bond i
traded includes consideration for all unpaid aceruals of interest, H‘”m’ﬁth.u
are in default of interest or principal are traded flat. Im'_t e bonds thay pay
interest only to the extent earned are usually traded fat, All other bonds
are usually dealt in “and interest,” which means that the buyer pays to the
seller the market price plus interest accrued since the Tast payment date,

Floating of a Currency : When the exchange value of a currency in
terms of other currencies is not fixed officially, that currency is said to be
floating.

Floor : The huge trading arca - aboul the size of a football field - where
stocks, bonds and options are bought and sold on the Stock Exchange.

Floor broker : A member of the stock exchange who executes orders on
the floor of the Exchange to buy or sell any listed securitios.

Foreign Exchange Reserves : Foreign Exchange Reserves of a country
includes foreign currency assets and interest bearing bonds held by it. In
India it also includes SDR and value of gold. '

Formula investing : An investment technique. One formula calls for

the shifting of funds from common shares to preferred shares or bonds as

a selected market indicator rises above a cerlain predetermined point - and
the return of funds to common share investments as the market average
declines.

Free and open market ; A marke
expressed in lerms of price,
supply, demand and price

Free Trade : |y implies

tinwhich su pply and demand are fm?]i: —
Conltrasts with a controlled market in whic
may all be regulated.

. ers
| absence of any protective tarifts or trade barrie
Wany economy with respect (o ex port and import. o
: v b

Fundamental research - Analysis of industries and companies ba
vn such factors as sales

; . ] o5 an
. s sels, earnings, products or services, market
Management, As applied (o

4y includes
O the ceonomy, fundamental research ine
LEMY ll.]l_"hﬂ 1.'. 1 ot .f HI‘ S |'h.'|1,][ i

5 ||"|'|i_".ﬂ
' : : mal product, interest rates, unemplo)
l""-"l."l“.“l"'ll"_"ir h'""’""ﬂ.-“h

F'Lln » v 3 W
, d“‘f‘ dtbl'- P Usually Interest-bearing bonds or debenturt
smpany. Could include |

loa “ip-term bank loans. Does not include short
M preferved or common stock,

ele,

g {'If L
entt
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eneral mMOTEABE bond : A bond that is secyred by abla

1..l {h[-' cﬂmpﬂn}r’ﬁ pr{lF'Erl:}" I.""'th mﬂ}' be ““l'rﬂnku;_{ h.y e nkﬂt mﬂrtgﬂge
on

ar more other

ra g es. :
morts Ed:High-gdebundlsrauudl}}rammpan}rthath

_ ability to earn a comfortable profit over a period of y
i dholders their interest without mterruption,
bo Give-up | A term with many different meanings. For one, a me be
 exchange on the floor may act for a second memp b e
of the B or her with a third b ~ i
der for him or T WIth a fiird member. The first member tells the third
0 mber that he or she IS’ﬂChng on behalf of the second member and “gives
up” the second member ; name rather than his or her own,

Good delivery :Certain basic qualifications must be met before asecurity
sold on the Exchange may be delivered. The security must be in proper form
1o comply with the contract of sale and to transfer title to the purchaser.

Good ‘til canceled (GTC) or open order : An order to buy or sell that
remains in effect until it is either executed or canceled,

Greshan's law : “If not limited in quantity; bad money drives good
money out of circulation.” This statement was given by economist Sir
Thomas Gresham, the economic advisor of Queen Elizabeth.,

Gross Domestic Product (GDP):Itis the aggregate of total flow of goods
and services produced by an economy in a year.

Gross National Product (GNP) : Gross Domestic Product plus net factor
income from abroad is equal to Gross National Product. :

Growth stock : Stock of a company with a record of growth in earnings
at a relatively rapid rate.
~ Holding company : A corporation that owns the securities of another,
In most cases with voting control.

Hot Money : It is a volatile money which comes easily but can also go
Out easily, e.g. portfolio investment.

Hypothecation : The pledging of securities as collateral - for example,
0 secure the debit balance in a margin account.

Income bond : Generally income bonds promise to repay principal

tHo pay interest only when earned. In some cases unpaid interest on an
Ttome bond may accumulate as a claim against the corporation when the

st[::;?,; becomes due. An income bond may also be issued in lieu of preferred

ﬂ.‘idE[ﬂﬂnﬁtralEd
cars and pay its

—— e © - - -
— s

.t under which bonds and debentures
and other terms,

stock Exchange who
St that time than
heir exchange

In .
g Imfenture P A written agreeme !
vd. setting forth maturity date, interest rate

Ind
g “Pendent broker : Member on Lhe floor of the

Ih{;l '“11" ‘-"rlll.i[""l.' I-l_'l]_" |jl|1“_|r I:‘rl‘kl_‘rf'\: |lﬂ\-’il‘lg maore hllﬁlnuﬁ-“ 1
- s - L'l
Mot e themselves, or for firms who do not hav

Fon the Moor

e

nd‘E s " SEE -.t "._"."i ‘.-}I-‘] h115':

o by \-}E.Amﬂ“ﬁufal yardstick expressed in lerms o PL;L :II!“!;‘:{?E common
ok, is S Fap instance, the BSE Composite Index ul i

“edon 1965 as 50. An index is not an average.
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power Of money. iy,

It s an SLE
I riduees
An organization whose primary Pirpo,

e

Jel in trust by itfor othiers, Ine b
- | "“
insurance COmMpanics,  univer,

'I‘I
pyiesdant
!""Il‘_;ngl

invesl TERIALLARLE
Al
aahl i

i
funds, investme
banks.
Intarrest I’n}fm;-nlﬁhurr
A corporation pays interest on s I
[dition to thee H{'”'Jn'l budget and iy, Proventeg

owers pay lenders for the wse of theis

1 Fiider
yonds o its be smdholders. Vitstigsy
It is andac

tnterim Budpel
financial year

part of il through the
ternational Nonelary Fund (IME): IS a multinational instiiutig g

up in 1945. It started working as an independent organisation in 1947,y
cpeks to maintain cooperative and orderly curreney ""'"*'1“15'-"“‘-*“"-Thrl'mf—l
member countries with the aim of prom ting increased international trade

and BOP equilibrium.
[nterrogalion device
information - last sale price,

s a

[

¢ terminal that provides marks

. A compule
- 0N a screen Or paper

quoles, Vi dume, ele.

tape.
Investment ©
to gain income, iNCrease ¢

The use of money for the purpose of making more mone,

apital, or both.

Also known as an unde
between the corporation issuing new securities and the
practice is for ane or more invesiment bankers to buy
corporation a new issue of stocks or bonds. The group for
<ol the securities to individuals and institutions, Investme
distribute very large blocks of stocks or bonds - perhaps held by a

. Investment counsel : One whose principal business consists ©

as investment advisor and rendering investment supervisory services:
1. F i T F Fon ]

LOLU. « It means ‘T owe you'. It is non-nc cotiable promissor o

indicating the debt owed by one parly Lo another.
g IRA - Individual retirement account. A pension pla o
i_h ‘-’c’;?l{lgt‘ﬁ. IRAs permit investment through intermediaries jhe WO
unds, insurance companies and banks, or directly in stocks aft
through stockbrokers,
lssue @ Any of a
L : a compan = il 3
SR, pany’s securities, OF the act
i o T (PR g m
- P::nll Stock Company : It is a form of company in which @ Ir“;nlli‘
ple contribute funds to i e B for ‘ghare”
company. finance a firm in return

pweriter, The middleman
public. The usual

putright from 2
ms a :aymlicate to
nt bankers a0
n estatd.

f acting

Investiment banker :

_ suth
of distributing *

Keogh plan : Tax-advantaged personal retirement P'ﬂgﬂm th

established by a self- employed individual.
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[ aissez-faire : Literally it means o
_ economic doctrine which emphasizes (he
ifree’ markets over state’s interference in
orgin Of which British variation is ‘Laissez-fajre’
nder : It is the curre i I

Legal Tender ney (coins and ban ;
be accepted In payment. K notes) which have to

| everage : The effect on a company when th
oferred stock, or both outsta nding. Example; If meEe:::? :r?ga: g f}":?:irt:mnnd "
& T pﬂﬂ
$1,000,000 to $1,5{;m,nm{
o0, im* an increase of 0%, But
(lf_lﬂ in bond interest in creased
d jump from $.50 to $1 a share,

a

Erith 1,000,000 common shares increases from

earnings per share would go up from $1 to §1
ifearnings of a company that had to pay %500,
that much, earnings per common share woul
or 100%.

Liabilities : All the claims against a corporation. Liabilities include
accounts, wages and salaries payable; dividends decl aosy
taxes payable; and fixed or long-term liabilities, such as
debentures and bank loans.

payable; accrued
mortgage bonds,

Limit, limited order, or limited price order : An order to buy or sell

a stated amount of a security at a specified price, or at a better price, if
obtainable after the order is represented in the trading crowd.

Liquidation : The process of converting securities or other property into
cash. The dissolution of a company, with cash remaining after sale of its assets
and payment of all indebtedness being distributed to the shareholders,

| Liquidity : The ability of the market in a particular security to absorb
 areasonable amount of buying or selling at reasonable price changes.
Liquidity is one of the most important characteristics of a good market.

Listed stock : The stock of a company that is traded on a securities
exchange,

i Load : The portion of the offering price of shares of open-end investment

4« tOmpanies in excess of the value of the underlying assets. Covers sales

ommissions and all other costs of distribution. The load is usually incurred

only on purchase, there being, in most cases, no charge when the shares are

vl s0ld {'["Ed eemed l

£ Locked in : Investors are said to be locked in when they h?‘”: profit ‘I“
- Pecurity they own but do not sell because their profit would immediately

¢ eoMesubject to the capital gains tax.

4 Py Manipulation : An ille zal operation. Buying or SE[:

£ thePDSE of creating false or misleading appearance

u b ; : : .
A ﬂthfmfpnse of raising or depressing the price 10 induce

lling a security for the
active trading or for
purchase of sale by

f Mared on using a bn;‘rk!er't‘-
irr \ Crogj; Agin : The amount paid by the customer wh ons, the initial

by - al Reserve regulati m of
1‘l MArkin ¥ or sell a security. Under Feder m the current rate of 57

q.F:' the Pu lhquimment since 1945 has ranged fro

Ic g r _—
- : 5€ price up to 100%. o sectrities

A i Ma i ik u (paLalfls F
| ‘”"hthel:%;&fa" L8 detani updae Cusmmf tiﬂlnmge;alﬁnifacusmmer s |
c’- l ~U%er. The call is made when a purchastcs
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es below g

account declin ) E]}I Ih
firm. |
sarkel order : An ord

jvantageous pric

or Lo by or !,;l.t” a slated I of g
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¢ obtainable after the order s r‘-‘l‘fl-ha-Il1u¢;r”f 3
II-”‘I‘Ih

: The last ﬂ'}“""*"-‘ price at which the stock OF By
: .

the most dc
trading crowdd.
sJarket price
SR A |
or the currc “.l :]11: _l:-hl- market value of an equily share i ”'Upr'n_-u
s Mﬂﬂi?i;?hl:"-m cket . This price can be casily established for
|t|:-l_"_":~L.: .d on the stock market and actively traded. (For a o
o s *-;-ht:n the stock market but traded very infrequently, i 15 diffie
ket quotation . For a company '-Ihc'll o vieo i
conjecture as to whal its markel pri

al 1.*4'!:‘i[}‘

Loy an
§

¥ thy
ult gy
e 01 the
e 'p'l.'“uld

15 hste
obtain a reliable mar
stock markel, one can merely
be if it were traded.) |

Waturity : The date on which a lean or bond comes due and js e |
paid off. | :

Merchant Banking : In Merchant Banking 1h._‘|:'|kﬁ; ;.ct_;.q underwrite
and do business on behalf of corporale sector. Such banking helpsin| arge
participation of people in capital market e.g. ICICL

Merger: Combination of two or more corporalions.

MODVAT : The modified svstem of value added taxation is based oo
the idea of tax final products and not inputs that go into production.

Money Market : 1t is a market engaged in short-term lending and
borrowing of money linking together the financial institutions, companss
and the povernment.

Money market fund : Amutual fund whose investments arein high-yil!
money market instruments such as federal securities, CDs and commeras
paper. Its intent is 1o make such instruments, normally purchased in larg?
denominations by institutions, available indirectly to individuals.

Monopoly : It is a type of markel structure having one seller ﬂ_"d e 1:'
buyers. There is a lack of substitute products and entry of new firms M 4 -
market is not possible, )

, Thevalte
Mortgage bond : A bond secured b v a morlgage on a property. The

af
1 ‘ L agai
l: f the Property m ay or may not qum] the value of the bonds ISSHL"'-‘! g

il.

_ MoU : The CONCe “If
introduced in 198K,
of control and incre
achieving the pe

H“I-iﬂl-i-‘d '||‘|..|_i 42 P g ] . | a lhﬂ“- i
L o - . L L Lr'LL Li L'II.?r L‘I:I."I."r"l_‘h I"'It wr
h day to-day affairs, ' '

Mutual Fungd
Spread) ng r'.iﬂk!.j

pt of Memorandom of Understanding V'
The main objective of MoU is to reduce t ey 58
A58 the qualily of accountability. The Um}:u; e i
n

ful ¥

Il ig it s use

A form of collective investment
and Optimising returns.

Nautomale
, s with price
15 an acmnym %)
Qunlmi:mrf.,

£ 1|'."-|

N l-lﬁlﬂjaq:i ’ ﬂ

' P [ hrﬂl’- i
deale quol dinformation network that prnwd:] E;“m_. ’bdh
[‘ i =4 % wew £ } 1
TUolations on securities traded over-the-£t o

r Nalmnﬂ[ f'.ﬁhncimi,uﬂ of Securities Duﬁlcrﬁ
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] Income It is equal to the 1o1a) maoney va

s LA ¢ lue o '
Nal duced over the given time period Jegs Capital ::nmimmc'l& e
s e A Seclr g ; *dMmphlion,

b wotiable Refers to a security, the title to which IS transferap) b
Neg s

JE]i‘TﬂJ‘ R Usually used in connection with i
Nl ﬂ“; Jsset value per share. An investment ¢
e iT‘-' or even twice daily, by totaling the m;
| :ﬁqclﬁddi]iimhmﬁeﬁm deducted, and the balance is divided by the
- ding. The resulting figure is the net asset value pnr;irabrir

Wslmmﬁ putstan
Net change : The change in the price of a secur ity from the closing price

oneday Lo the closing price the.nexl. day on which the stock is traded. The
( change i ordinarily the last figure in the newspaper stock price list,
3 \et pomestic Product (NDT) : The money value of a nation’s annual

goods and service, less capital consumption (depreciation)

ut of
&7 d in producing that output.

E,Peril:nl:f

Net National Product (NNI?) © Net National Product is equal to Net
pomestic Product plus Met factor income from abroad.

New York Futures Exchange (NYFE) : A subsidiary of the New York
gock Exchange devoted to the trading of futures products,

New York Stock Exchange (NYSE) : The largest organized securities
| market in the United States, founded in 1792. The Exchange itself does
not buy, sell, own or set the prices of securities traded there. The prices
e determined by public supply and demand. The Exchange is a non-
profit corporation of 1,366 individual members, governed by a board of
directors consisting of 10 public representatives, 10 Exchange members
i allied members and a full-time chairman, executive vice chairman and
President,

Nencumulative : A type of preferred stock on which unpaid dividends
do not accrye. Omitted dividends are, as a rule, gone forever.

. NYSECompositeIndex: The compositeindexcovering pricemovements
leommon stocks listed on the New York Stock Exchange.Itisbased onthe
mmb‘fﬂ'mma rket December 31, 1965, as 50 and is weighted according to the
"of shares listed for each issue. The index is computed continuously

i Printed on the ticker tape. Point changes in the index are cnnverlted to
mr&;ﬂd‘ Cents so as to provide a meaningful measure of changes in tll;e
EP"“E of listed stocks, The composite index is EUFFIE'{‘E“':E'%]. F

g ﬁnar::;iexes for four industry groups: - cdustrial, transportation, utility

i . ion of a
. r"""1-ll'||;r!|rl Dt g an internal tariff system among different region

hed 100-share

I:l"[hj L
i oy - :
i * An amount of stock less than the establis

O
LETE ‘hl:;lr : :
'““l;%d Be‘tl:jri;jThis term may refer Lo transactions @
ﬂatiﬂnﬂl 8 o Or to transactions of listed shares tha
Curitipg exchange,

FEI--I:]‘I.E'CUU"‘-I'E[' m
t are not execute

i (s |
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412 which a person is ready to sell, Opposed i
. The priﬂ;‘ al ]hhj.
e i -y o 18 TE
L

\'l'll-
AN op

ady to by s 1
; : ice levels, May refer 1y ;
inion a5 o pn Y “:Id:!,._.{uh

' , .t as a whole after a per ty
2 OF 10 the marke s i P ::IMLI of Vigy
i 1‘h;u_i :iﬁ-l‘lilI'F' . b ur;"ﬂf—'dﬂ has ]l-_'“. }’?I’H‘.E-h 814 '||:.;]1_

‘ﬂl. I v : . i "

&f overbought. A single security ¢,
clined to an unreasonable level, "“"iq

d, has de =i

o - Amarket for securities made up of securitie, dig
L'Ik'l.-r-lhl_....m: n.;.t ‘o mcmhﬂrﬁ of a specurities Exl:hﬂngf_rr The OVer

who may or T conducted over the telephone and deals mainly .

nter market |5:1 without cufficient shares, stockholders or eamin

stocks of companies Over-the-counter dealers may act Eilh%:

Ii-."ﬁn "-In an + = - Y
w‘-‘lri::il;tah or E:-. brokers for customers. The over-the-counter marked i ghy
Frrln -

rincipal market for bonds of all types. | |
P (it (loss) - An unrealized profit or loss on a security still helg .
|'.'| T F'rrl 1] 4 |

Paper profits and losses become real ized only when th;l' security is Eﬂ_'!d.
i4r - In the case of acommon share, par meansa dollar amount assigned
o the share by the company’s charter. Par value may also be used tocom
the dollar amount of commaon shares on the balance ﬂh_um. h." Fhem&
preferred stocks it signifies lht.:' dollar value upon which dividends an
figured. With bonds, par value 1s the face amount, usually $1,000.
Participating preferred : A preferred stock that is entitled to its stated
dividend and to additional dividends on a specified basis upon payment
of dividends on the common stock.
Passed dividend : Omission of a regular or scheduled dividend.
Penny stocks @ Low-priced issues, often highly speculative, selling &
less than $1 a share. Frequently used as a term of diﬁparagemenb although
some penny stocks have developed into investment-caliber issues.
~ Per L"np":ln Income : It implies income per person . It is obtained bY
dividing national income of country by its population. !
& Ca[;:_f;‘;l ]'; :‘:ET : ;:5; t It refersi to use of instruments like ”i:mdlr'f cardsinstead ,H
Gt Bl M;ansaclmns. It_ls called so because credit cardsare a4l
: ney also carries information about its holder it A

form which :
— which makes it theft proof. No one, but the holder is able 1o U754

-

"'-"irhichr

Point -

rt&“E’;;\r;:\t.slru‘::;ﬁ :}?w D].]: 5hi?-lrIEs of stock, a point means $1. If ABC
since a bond is quoted ar « e > 11 the case of bonds 2 PO U0, o
54Ins 3%, in $1,000, or $3{]‘ percentage of $1,000. A bond that 15 et

an advance i in value, An advance from 87 to 90 wo!
the word ;[:?n? ‘:I!I.]:: value from $870 to $'5-'U[? I:litth]t;ncﬂsﬂ of mar ket mrE”Sﬁ
dang X :
Portiolig Hold merely that and no more. A

in ' - . . pputio®
B of securities by an individual or insBY et

portfolio m
ay ¢ .
¥ contain bonds, preferred stocks, common stocks and

ﬂEEuritiEﬂr

P .
uw?rl_!,.r Line .'

TUBSion on the © POverty line has been fixed by menlgﬁfﬁ
e

asis
of an average daily-intake of 2

Com
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! . Lareas and 2100 calories per ¢a pit
l‘_. jnrura R
5,}11: Pfrsnﬂh pverty line is commented to be Rs.
Vi qerms Ir;ﬂﬂ areas in terms of 1979- g prices.
: .551;':;{1 stock : A class of stock with a claim o
i iy
1:h [ Fﬁ: },r
' pefore P

ity

ainurhs

76 Ferm

Nareas, In mMoneta
onth in rural and Ry

: - Vsually eny
:"*:. E‘I ' idends at a speci ﬁ;_d ?t&.;i Wheln declared by the bog v] dﬁﬁﬁ :::3
iy payment of a dividend on the commgp stock - dep
: Eﬁmfﬂf the issue.

' premium : The amount by which a b stock may el
| spoveits par value. May refer, also, toredempg: i

& sock if it is higher than face value.
Price-to-earnings ratio : A popular way
.| yarious price levels. The P/ E ratio is the price
" earnings per share for a 12-month period. Fo
' ¢s0a share and earning $5 a share js said to b

Primary distribution : Also called primary or initial public offering. The
. original sale of a company’s securities.
Prime rate : The lowest interest rate charged by commercial banks to
their most credit- worthy customers; other interest rates, such as personal,
» automobile, commercial and financing loans are often pegged to the
- prime.

Principal : The person for whom a broker executes an order, or dealers
. buying or selling for their own accounts. The term “principal” may also
_ refer fo a person’s capital or to the face amount of a bond.

_ Profit-taking : selling stock that has appreciated in value since purchase,
| Inorder to realize the profit. The term is often used to explain a downturmn
In the market following a period of rising prices.

Prospectus : The official selling circular that must be given to
Purchasers of new securities registered with the Securities and Exchange
Mission, [t highiights the much longer Registration Statement file with
Commisgipg,
t Proxy - Written authorization given by a shareholder to someone EI§E to .
Present him or her and vote his or her shares at a shareholders meeting,
with oY Statement Information given to stockholders in conjunction
solicitation of proxies, :
bevg) nfi'tsagmn ‘Recession eycle characterised by a modest downturn in the
C*_Zmumi,: activity means fall up of demand.
t::? hon It i an increase in the level of National I R ang C:EEPTI
“Emref“|m often dElib‘EI‘al’El}" brought about by the authm‘_:lhEs in 31 er to
ulle Ployment and to increase the rate of economic grow L
Bivey, m‘::;,: The highﬂﬂt bid to buy and the Jowest offer to ?ell a secu:lta’;r':}
'Drl_ﬂ Stogy }?tﬂt a given time. If vou ask your finan l:iaE ﬂd::rlsﬂr f:i; 4‘511 /2.
hig Mogps o She May come back with something like “45 i]fl ay at the
t$45.25 is the hi ghest price any buyer wanted o pay ‘
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i ) f the exchange
_ N »was given on the floor o Be and thy
time the QUOC 1rJ'*llmf;:'unv seller would take at the same time, ; 545,5ﬂ %

the lowest price : i
tak ri wing a decline in the general price
Rally : A brisk ris¢ following & | price levp

nan im:lividunl stock.

-The date on which you mustbe registered as 5 shargh
r to receive a declared dividend or, amon g othe :t h[.]ld“'
|f|E5

market, o i
'|~1-l.'1..'u'll‘k| Jdate
of acompany in orde

to volte on company S
' e ' 0
Redemplion price . The price at which a bond may be redeemeg -

maturity, at the option of the issuing cc:-rnpnn_},r. REd'?mPtinn valise
npplies_m the price the company mu st pay to callin certain typesq fPTﬂfﬂ-nﬁd

affairs.

stock.
-game as refunding,. New securities are sold by a com e
iy

1nd the money is used Lo retire existing securities. The object may be to ¢,
interest costs, extend the maturity of the loan, or both.

Registered bond . A bond that is registered on the books of the issuing
company in the name of the owner. It can be transferred only when endorseg
by the registered owner.

Registrar Usually a trust company oOr bank charged with the
responsibility of keeping record of the owners of a corporation’s securities
and preventing the issuance of more than the authorized amount.

Regulation T : The federal regulation governing the amount of credil
that may be advanced by brokers and dealers to customers for the purchase
of securities.

Regulation U : The federal regulation governing the amount of credit
that may be advanced by banks to customers for the purchase of listed
stocks.

Rights : When a company wants to raise more funds by issuing
additional securities, it may give its stockholders the opportunity, ahead of
others, to buy the new securities in proportion to the number of sharesea
owns. The piece of paper evidencing this privilege is called a right-

Scheduled bank : It is a bank included in the second schedule of RBL I
has a minimum cash reserve of “Rs. 5 lakh”. i

Scale order : An order to buy (or sell) a security, that specifies the o .
AMELLE 0 be bought (or sold) at specified price variations.

b'{riP"Pl‘ilﬁ' ¢ A term coined in the mid-1970s to describe the hﬂhb}r:r
collecting antique bonds, stocks and other financial instruments- Values

» . F ®
_ﬂfmch‘d by L'."Ea”'-:'r' of the certificate and the issuer’s role in world fin?"
and economic development.

Refinancing
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ae EH Mis (Special Drawing Rights): The SDR is a reverse as st crEﬂtEfj wil i

inmrr;ner‘?ir'_;wu]r[l;. of the International Monetary Fund in an atte mptto 1|:r et
I Ly ; : ol

al liquidity and forming a partof country’s official rese I:; ﬂnd&
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It is also known ESE?:?I;::E:];}?E IMF and convertible foreigt y
..I » - rgE : “ E |
seat: A traditional figure of speech for a membership o1 o et i
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® geller's Market : ". is market situation which o
.od. During this period there is an excess dom
piod- ; - . g
g'PtefﬂﬂTﬂl prices which forces price up to the ad vanlage of the selie
di : ; : R s - sSeHer,
:l call side : The p::rrhr:)n of the securities business in which
: The sell side includes retail brokers, institutional s il

beia qsacted.
Eu-aderﬁr and research departments. If an institutio

2 i?]Hl?i for a shart lime
and lor good and Services

are
rokers and
nal portfolig Manager

es

%ﬁgﬂ.elbu}' side to the sell side,

. i The Stock Exchjange sensitive Index {p-::pu larly referred to as

| I]EEENEEKJ reﬂea:l;? the we15hted arithmetic average of the price relative

E;'-ufﬂﬁmup of share included in the index of sensitive shares. For example,

 gombay Stock Exchange Sensitive Index is a group of 30 sensitive shares.
Serial bond : An issue that matures in part at periodic stated intervals.

gettlement : Conclusion of a securities transaction when a customer
' pavs a broker/ dealer for securities purchased or delivers securities sold
Fmd receives from the broker the proceeds of a sale.
| Shares: These are the equal portions of the capital of a limited company.
'Shares in a company do not carry fixed rate of interest. The holders
\af the ordinary shares carry the residual risk of the business; they rank
\fter debenture holders and  preference shareholders for the payment of
dividends and they are liable for losses, although this liability is limited
1o the value of the shares and to the limit of guarantee given by ﬂiem,

rence shares are such shares of a company on which interest is paid
before any others, and owners have prior right to repayment of capital it
mpany is wound up. _
ii Share Capital : Money raised by issuing of shares is called Share
 Gopital

Share Index : It is the statistical indicator of ov erall
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,delwe"}’ on a short sale.
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One who is willing 10 assume 4 16 Atively|
5 |
h'E'H._'I_'l.tII-‘II-{.I

ArZe rig), in be
hope of gain. ] fasubsidiary ordivisionofacg
- ..-rhE ""I-'E"P ﬂ_]':'ll 10T LY i - : : - : rpur'n“ﬂn
Spinof -+ by issuing sharesina new corporate entity, Shag frmﬂ
its Parﬂ‘ll‘ﬂ.‘ln'lpﬂﬂ}p 13:_'\: hrc;:t_‘i"-"f-' Hl'li'lf”['-'ﬁ in tht: e W Eﬁ}mpﬂn}r iﬂ P!.'D-pn
a . the parent compe . - total value remains a . i
:I:} lhcif original holding and the 1 Ppmx'mﬂlﬂ_l}'
same. i the outstanding shares of a cor -
anlit - The division of the QUESTE  oie T Oration j
" _ber of shares. A 3-for-1 split by a company with 1 mifljg,, 4 *#
larger n;_n resultsin 3million shares outstanding, Each holder of 10g ey, |
EL];Smnﬂﬁ:. ffc-r 1 split would have 300 shares, although the Proport; ey
re the 3-for- ; : :
e :;t:,f in the company would remain the same; 100 parts of 1 mipjjp,, .}
I_I":Lln equivalent of 300 parts of 3 million. Ordinarily, splits must be Voted by,
directars and approved by shareholders. 1
Stock exchange : An organized marketplace for securities featyreg
the centralization of supply and dem.am:f f_"—"f th*?‘ transaction of orders fy
member brokers for institutional and individual investors. w3
Stock dividend ¢ A dividend paid in securities rather than in cash, The
dividend may be additional shares of the issuing company, or in shares of
another company (usually a subsidiary) held by the company, '
Stockholder of record : A stockholder whose name is registered on the
books of the issuing corporation.

Stop limit order : A stop order that becomes a limit order after the
specified stop price has been reached. '

P

Stop order © An order to buy at a price above or sell at a price below
the current market. Stop buy orders are generally used to limit loss or proted
unrealized profits on a short sale. Stop sell orders are generally used to proted
unrealized profits or limit loss on a holding, A stop order becomes a market

order when Ehe stock sells at or beyond the specified price and, thus, maf
not necessarily be executed at that price.

tE-itn:u;-E name : Securities held in the name of a broker instead of2}
:3]'_-.1: :Lngs:_ ; na;ne ar; said to be carried in “street name.” This occurs whe:
. mes have Cen bDuEht on mar 'i.l'l - [
> : or mer wishé
the security to be held by the broker. % W nesri e Uik
Swapping : Sellin

same time to take a | & one security and buying a similar one almost at the:

0ss, usually for

: bax FUTPUEE'E
= svyndicate - : i .
and d-is-l:'ﬂ;._-:t; ;;:EE‘:“,"P of investment bankers who to gether undfnmﬂ ..
issue. 155ue of securities or g large block of an outstin®™=s

Techniea) rese;
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for securities ang
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,od for a certain time period. Stockholde ‘tender”
E:{.:r] their hnh:ling;,s tor stated value, Usually at Premium abpye
n arket price, subject to the tendering of 5 minimum and maximum
vl -
I:lhl.!f of shares.

rhird market : Trading of stock exchange-listed se
counter market by non-exchange member brokers,
" jicker : A telegraphic system that continuously provides the Jast saje

o5 and volume of securities transactions on exchanges. Information ig
[tlh er printed or displayed on a moving tape after each trade,
il

trader : Individuals who buy and sell for their own a

) S are asked g
tcl-n'l—*'

[re

::.;1.1 1E m
II - L3 -

" curities in the oyer.

ccounts for short-
nancial institution

who specializes in handling purchases and sales of securities for the firm

and/or its clients.
Transfer : This term may refer to ¢
the delivery of a stock certificate from the seller’s broker to the buyer’s

broker and legal change of ownership, normally accomplished within a few
days. For another, to record the change of ownershi

wo different operations. For one,

the new owner,

Transter agent : A transfer agent keeps a record of the name of each
registered shareowner, his or her address, the number of shares owned, and

sees that certificates presented for transfer are properly canceled and new
certificates issued in the name of the new owner.

Treasury stock : Stock issued by a company but later reacquired. It
may be held in the company’s treasury indefinitely, reissued to the public
or retired. Treasury stock receives no dividends and has no vate while held
by the company,

Turnover rate ; The volume of shares traded in a year as a percentage

of total shares listed on an exchange, outstanding for an individual issue or
held in an institytional portfolio. '

Unlisted stock : A secu rity not listed on a stock exchange.

UP tick : A term used to designate a transaction made at a price hig]:.e;-
han the preceding transaction. Also called a “plus” tick. A “zero-plus” tick
© @ term used for a transaction at the same price as the preceding trade
E'ut higher than the preceding different price. Conversely, a down tick, or
Mnus” tick, is a term used to designate a transaction rnac!e at a price
[ﬂ‘-'-'er than the preceding trade. A plus sign, or a minus sign, is dl_spla}red
tI'L""f"'-l,gl‘l.::nut the day next to the last price of each stock at the trading post
floor of the Mew York Stock Exchange.

vﬂ"iﬂbiE annuity : A life insurance policy where the annuity pr::aﬂnlpug
8 %€t amoun of dollars) is immediately turned into units of a portfolio of
im'tk& Upon retirement, the polieyholder is paid according to af;crl::l“n;:m y
thmts' the dollar value of which varies according to mEtFi:ilwesh'nenL
’ 9k portfolio. Its objective is to preserve, through stoc
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the purchasing value of the annuity which otherwise is subject to erosion

through inflation, _
"I.-".ET . Tt seeks Lo tax the value added al every stage of manufactyri,

and sale with a provision of ref unding the amount of VAT already paiqg i

earlier stages to avoid dou ble taxation. ‘ |
Volume @ The number of shares or contracts traded in a security or i

entire market during a given period. Volume is usu aII}Tgsnmdered onadaily
basis and a daily average is computed for longer periocs. . _

Voting ri'{rli‘li : Common stockholders’ right .tu vote their stock in affairg
of a company. Preferred stock usual_l}r has lh.': right to vote when preferreg
dividends are in default for a specified period. The right to vote may be
delegated by the stockholder to another person.

Warrants : Certificates giving the holder the right to purchase securities
at a stipulated price within a specified time limit or perpetuallyv. Sometimes
a warrant is offered with securities as an inducement to buy.

Working control: Thearetically, ownership of 517% of a company’s voting
stock is necessary to exercise control. In practice - and this is particularly
true in the case of a large corporation - effective control sometimes can be
exerted through ownership, individually or by a group acting in concert,
of less than 50%.

Yield : Also known as return. The dividends or interest paid by a
company expressed as a percentage of the current price.

Yield to maturity : The yield of a bond to maturity takes into account
the price discount from or premium over the face amount. It is greater than
the current yield when the bond is selling at a discount and less than the
current yield when the bond is selling at a premium.

Zero coupon bond : A bond that pays no interest but is priced, at issue,
at a discount from its redemption price.

Some Important Books on Economics

The Wealth of Nations Adarm Smith

Money Illusion Irwin Fisher

Capital and growth Hicks

General Theory of Employment, Interest and Money ], M. Keynes

Planned Economy for India M. Vishveshwaraiya

The Value and Capital Hicks

The Canon (theory) of Consumer's surplus Marshall

Big Push Theory A.R. Rodon

Datt & Sundharam Indian Economy Gaurav Datt and Ashwani
Mahajan

Some Moleworthy Facts

lation, in theory, occurs when money supply grows at a highef rate
GDP in real terms,
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_ence of a large parallel economy, flucty
g EXI .

ations in g
and indu

ke : ricul
strial output and indirect taxation are th e -

€ reasons for -

cost-push inflation
g the supply side measures to contain iflation is .
AmOnE

to increase the 'Lupp.lr_'l.' o pru;‘.l’i'n_"h ur commoditios.
population experts refer to the possible ‘demographic bonus’ that
‘I:fﬂ]e to India around ?.ﬂlﬁ A.1). They are referring to the phenomenon
of a surge in the population in the productive age group,
The significant change in the new FEMA which has replaced FERA is
tat the emphasis from imprisonment will be shifted to -

rna:,-

Voluntary compliance.
‘Level plaving field' argument industries requires :
Domestic industry to be treated at par with MNCs,

Orne of the disadvantages of the Wholesale Price Index in India is

that : 1t does not cover the services sector

Check off system refers to the verification of membership through

deduction .'r.r'ﬁz:h.l-rr:":;!fm from pav.
Direct taxation is a better form of taxation because -
it allows for taxation according to means.

Lender of the last resort, periodic inspection of commercial banks, issue
ot bank notes of all denominations are the functions of -

Keserve Bank of India.

Textiles.
Under the Medium Term Fiscal Restructuring Programme, state
governments have been permitted to borrow from international
financial institutions like the World Bank and Asian Development
Bank (ADB) to - replace their high cost debt with low cost funds.
Open market operation of RBI Refers to trading in securities.
The new definition of fiscal deficit was suggested by :

Chakravarthy Committee.

Accordin g to the Chakravarthy Committee, one of the principal causes

ecting price stability in Indiais: Vielent fluctuation in agricultural
F‘F{'j“fﬁﬂn.

Multi Fibre Agreement deals with :

Themﬂcl?pt of Total Fertility Rate (TFR)in pnpulatirrjn means theaverage
nber of children born to a woman during her lifetime.
i t was
drapore Committee recommended that before capital accoun
Made conyertible the rate of inflation should be brought down for three
Years within 3 - 4%,
“fapore Committee recommended that foreign ua-J-:l:l*t:tr'n;ghua-5 TesServes
ould not pe below the requirements of import for 6 munm -fh -
firsg bank managed by Indians was : i Baris.
e Y ity not
Statement, “India has achieved national food security but has

"ed household food sercurity” means : ooy
there js Euf;;:n?fmd stock but all houscholds donot have acoess [0
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The permit for duty e tradde issuwd by the Bast lndia Compyy,, il
il

price o private traders was called : S
The demand for establishment of a Lil_l."'l"'..'ll'll'l'lt‘lll o agnicullure jyy Ing,

sctier LorE i Sy

was made by : Mot _ SSOCKR
The birth rate measures the number ol births during a year peg
i
RN i ! I|"'I"|'|||;.
Structural unemployment arises due b .
FEEL TR -"II'.!.'.iI':' _|' SRR AN Lapiedn,
‘Disguised unemployment’ reters o )
R PLL ol Lo Pl 1';",\.-:%' " w T ARl AN TN FI |l--'-'-'-l'lll".'.','l'1:ll|.l._

=

Board ol India (Hll;” has il'l'l}'mf-,‘-d y
11|1_~,|1 ‘P=Notes”. The full form
|I -.”rrl |||I L .I“I!Irll_

The Securities and Exchange
restriction on money flow in equity th
of 'P-Notes’ 15:

The money which governmen
infrastructure in country comes from the following sources — Loan from
World Bank / ADB etc., Taxes collected from the people, Loan from the

RBI ete.
‘Investor Protection Fund’ has been established by :
The full form of Fll is : Forvign Institutional fnvesto
The Finance Ministry (on Feb. 15, 2008) has allowed companies Lo issue
Foreign Currency Exchangeable Bonds (FCEBs) wilh a maturity of five
vears to raise funds from the overseas market by unlocking part of the
holding in group companies, The investment under the scheme shall
comply with Foreign Direct Investement (FDI ) policy as well as the
External Commercial Borrowing (ECB} policy requirements.
The Union Goverment, ony March 3, 2008, launched a conditional cash
transfer scheme for the girl child. The conditions of this scheme includy
registration of birth of the girl, following a total immunisation schedule,
school enrolment and delaying of marriage until the age of 18 years
The name of the scheme is : [fhvan Laxmi
The Securities and Exchange Board of India (SEBI), on May 29, 2008
has allowed overseas sovereign wealth fund to register as foreign
institutional investors (Flls) and invest in shares and gnvemnv—"ﬂf
securities.
The Centre approved the amendment to the Prevention of Monc
Laundering Act (PMLA), a move aimed at bringing casin®
international credit card payment gateways such as VISA and Mastel
Card, full fledged money changers (FFMCs) and money Lrans for servic
providers {MT5s) such as the Western Union under the purvieW g
Indian laws.
The Central Government has decided on April 6, 2008 to form a :-;lr:'ltl‘-:}:if
reserve of 5 million tonnes of foodgrains, to be consisted of 3 millio®
tonnes of wheat and 2 million lonnes of rice,
The National Associalion of Software and Service Compani®®
(NASSCOM), the premier trade body represents :

ther 1T ard BIYC anu’!f-"'".r' ‘

t of India spends on the development o

LY FETe S !.'il'llll'nl”!,:f_'
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. piggest consumer of natural gas in the world is the L
p country which leads in oil-consumption in the world js - ”i,:, IJ,',:‘
o country which leads in Internet users in the world s - ' this r-f.*::
world's leading gald producer country is - South Africa
st for Normal Loss is recorded in ; Trading ﬂn-nm;l

inP roduct Life Cycle the cost per unit is generally highest in the stage

{}f: - j”l'f'rhfr”_'“'””
Accounting acronym GAAT stands for

Generally Accepted Accounting Practices
pjmited Liability is available in the kind of business organisation
called: Company
Bank account is called : Real Account

The form of accounting states that transactions are to be recorded in the
P{:ﬁﬂd that they occur is : Accrual basis of accounting
The most important ratio for the Sales Tax Department from the control
point of view is : Gross Profit Ralio

The most important ratio for the Income Tax Department from the
control point of view is : Net Profit Ratio

The abbreviations for debit and credit (Dr. and Cr.) come from the
language : Latin, ‘debere and credere’

A Public Limited Company tries to maximise :
Wealth of Sharecholders

Anticipated losses are recorded in the books of accounts as per :
Matching of Cost and Revenue

Goodwill is recorded in the books of accounts only when : It is valued
Depreciation Account is called : Nominal Account
Monopoly is when there is single : Seller

We can get the current Ratio by : T
dividing current assets by current liabilities

The major rubber producing state in Indiais: Kerala

According to The Economic Survey 2012-13

Total government debt 51.7% of GDP
Total external debt 983.9 bn. U.S. dollar (in Spt. 2012)
Production of Coal 540 million tonnes in 2011-12 (Target for current

Plan period (2012-1 7) is 795 million tonnes)

India's share in World exports 1.6% (Jan.—Oct. 2012)

[%“E"‘ Domestic Savings 30.8% (of GDP)
Tota) Telephones 935,18 million (97% cell p

hones +3% land lines)
as of Oct. 2012 |Overall Teledensity is 771

Pm]“:t growth rate for 201314 6.1 to 6.7%

fjn"ﬂmwth rate for 2011-12 was 6.2% R
“lrce : The Hindu ' =
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