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Characteristics of Indian Economy

1. Since 2007-08, USA and European countries have been facing severe economic
crisis, considered to be worst-ever economic crisis since the great depression of the
1930s. Slowdown of these economies caused some troubles for Indian economy initially,
as it faced the problem of stagnation of demand especially, export demand. Realty and
other sectors of the economy were also affected.

2. This resulted in a slowdown of Indian economy and growth of GDP decelefated¥rom
an average of 8.8% between 2002-03 and 2007-08 to only 6.7% in 2008-09

3. Later, Indian economy showed signs of recovery and achieved 8 6% aneh943%
growth in 2009-10 and 2010-11 respectively. But growth rate once again slided down to
only 6.2% in 2011-12 and 5.0% in 2012-13.

1. Characteristics of Indian Economy

Indian Economy became the fourth largest economy ot 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 Wwas‘engaged in agriculture and allied
activities. In 2008, its contribution to national inegomeg'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 agriculturein‘France¥the population is about 7%; and in
Australia, this is about 6%. It is onlyginBackward and less developed countries that the
working population engaged in agriculture’is quite high.

After independence, thetbasig,eeenomic structure of the country has become more
powerful. In quantitative tégmSithere has been substantial development. The annual
growth rate, howevergqvas 8.0% during 2008-09. Main characteristics and various aspects
of Indian Economysarex:

(i) Agrarian Eeconemy : Even after six-decades of independence, 58.2% of the work
force of Indianis'still agriculturist and its contribution to Gross Domestic Product (GDP)
in 2011£12,is%4.1%.

(i) MixedhbEconomy : Indian Economy is a unique blend of public and private sector, i.e.
a mixed economy. In its entire plan period, the government has invested 45% capital in
public sector. However major sources and resources of production are still in the hands of
private sector (approximately 80%). After liberalisation, Indian Economy is going ahead
as a capitalist economy or market economy.

(iii) Developing Economy : The following facts show that Indian Economy is a
developing economy :
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(a) National income of India is very low on international standards and per capita income
($ 1180 in 2009) is much low in India as compared to other developed countries.

(b) India currently has 260 million people or 26.1% population living below Poverty
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 offjobs.
There is an acute problem of disguised unemployment in the rural areas. A persgnis

considered employed if he / she works for 273 days 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 formationf Capigal'1s an
important factor of production.

Note : There has been lack of capital and resources during the re€ent years, but here it is
gratifying to note that Gross Domestic Saving of India ing2@08hadreached a high level
of 38.0% and Gross capital formation was 39.7%.

(e) India is the second most populated country ofsthe Werld. 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 populatiomewvery year. According to 2001 census,
the total Indian population stands at@ highylevel of 102.7 crore which is 16.7% of the
world's total population. To maintain"16.7%f world population India holds only 2.42%
of total land area of the world, (f) #idia lagks in large industrialisation based on modem
and advanced technology, whigh fails t@ accelerate the pace of development in the
economy.

Important facts relating tos¢haracteristics of Indian Economy

1. Primary sector@f,Indian EConomy is agriculture and the related sectors. The
contribution ofagkiculture sector in GDP in 2008-09 was 18.9%.

2. Secondary'sector of Indian Economy is related to industry, manufacturing, electricity
etc. Its Gontripution to GDP is approximately 23.8%.

3 Jertiary 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
2008-009.

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

5. The best indicator of economic development of any country is per capita income.
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6. During 2000-01 and 200405, 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 2004—05 and
2009—10 further acceleration found in the NNP growth rate to 8.4% and that of per
capita income to 6.85% (at 2004-05 prices).

The following factors are important in Economic Development of a developing
country :

(1) Natural resources,

(2) Capital gain, O
(3) Skilled labour force, Q

(4) Surplus sale of agriculture, .

(5) Justified social organisation, @

(6) Political freedom,

(7) Freedom from corruption, O

(8) Technological knowledge and gener &ion.

O
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