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Preface

This book is a collection of thematic lectures, delivered in
the Economic Conferences in India and abroad as well as
in University Grants Commission’s Refresher Courses in
Economics conducted in various Central and State
Universities in India, by the author. They also formed part
of lectures to the students of Economics in the University
of Lucknow in the post graduate classes where the author
had been a Professor. The chapters in the book focus on
the challenges of growth, development and social justice
in the Indian economy, polity and society as well as on
the changes happening in the world economy after the break
down of the Soviet Russia and cessation of Communist or
Socialist challenge to market economy system of Capitalism.
The purpose of the writing is not to add one more book
on Indian Economy, the area replete with voluminous books.

It was on the suggestions of my colleague Professors
like Prof. Yashvir Tyagi, Prof. Mohammad Muzammil and
Dr. Arvind Awasthi from my own university and others
like Prof. A. K. Shrivastava, of the DDU Gorakhpur
University who encouraged to pen down my lectures on
challenging issues faced by the Indian economy, polity and
society. I am grateful to all of them.

There may be some overlapping in the content of
chapters as these are the independent lectures and

deliberations at different forums and at different points of
time. They are complete in themselves independently.

The endeavour is meant for students of research and
post-graduate classes in economics and the related
disciplines in India and abroad as well as for those appearing
for higher level competitive examinations like the Indian
Administrative Services, Indian Economic Services,
Provincial Civil Services and the like and others interested
in economic affairs.

I owe my gratitude to my wife Ananda who took all
the pains in providing me every encouragement and support
in completing this work, and my sons Rajiv K. Gupta, an
MBA from Vienna School of Economics, Austria, Ashwini
Kumar, an MBA from the European University, Belgium
and Master of Management from University of Texas, USA
and Ashutosh Kumar, a Roorkee Engineering graduate and
an excellent thinker, and now an IPS, for discussions on
various themes in detail from time to time. However, the
errors if any are solely mine.

Lastly, I am thankful to Mr. J.K. Singh, the publisher of
the book, who took all the pains in bringing out the book
in the present form in a very short span of time.

I.D. GUPTA
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This book takes up the ongoing challenges
faced by the Indian Economy, polity and
society in the present days. The focal point
of current debate in Indian economy
pertains to the policy shift in favour of
the market indicating a departure from
the Socialistic Pattern, corruption and
inefficiency of the government sector,
generic problems of abject poverty and
huge unemployment, functioning of the
democratic institutions and their
interference in long term economic
development agenda, and the
sustainability of growth. However, the
problem faced by Indian economy
pertains more to less development and
not excess of development and poverty.

The subject matter of the book pertains
to the development challenges before the
Indian economy. The work is divided into
seven parts to focus and study the issues
faced by political economy since
Independence of the country. It attempts
to present a brief account of India's
development experience of past sixty-one
years. The country, in the recent past, has
headed towards split mandates in the
polity and thereby an era of alliance
governments formed under compulsions
has begun. Economic development
agenda coming out of these compromises
with insecurity of tenure brings to the fore
something novel and unheard of. As a
result the economic policies prepared and
advocated by one political party is vetoed
by other political parties in power.

This book is meant for post-graduate
and research students in Economics and
related disciplines and for those appearing
in higher level competitive examinations
like the IAS, IES, PCS and the like and
other interested in economic affairs of
India.
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Introduction

Indian economy is facing multitude of challenges of
development since Independence of the country in 1947.
It is sixty-one years passed but some of the major problems
are as gigantic as they were at the time of Independence,
viz., the problems of widespread poverty, inequality and
huge unemployment. Added to this, newer problems of
corruption and black economy have taken great proportion,
today. These problems transgress the field of economics
to go deeper into political system and the social system
and the functioning of their institutions.  The period since
1971 is taken as epoch making when second generation of
political leaders in India took upon the Gandhian old guards.
This was the time when political convulsions began after
the death of Pandit Nehru in 1964 and subsequently time
came when political consensus in favour of single political
party were not to be taken for granted. The period was
also regarded as the beginning of authoritarian regime under
Indira Gandhi and criminals’ entry into politics. Several
factors, economic as well as others, for example, success
of Green Revolution and subsequent enrichment of farm
lobby, regionalism and casteism etc. are cited as the deciding
factors. By seventies while the Gandhian or nationalistic
values were going behind the newer values of materialism
and rising ambitions and self-interest were seen to dominate
the scene. The national character of the people was changing
fast. Except during the times of war with China and Pakistan

2 Current Issues Before Indian Economy

when we visualized the glimpses of patriotism, the common
phase was quite different in other times. A new India was
emerging giving rise to economic “dualism” in the country.
During the eighties while the economy was growing at the
rate of 5.5 per cent from the earlier 3.5 per cent per annum,
there was a clear cut perception of the rising dualism. We
find that whereas the economy was growing at a faster
rate, the inequality and poverty too was growing undaunted
despite of the IRDP and Employment Generation
Programmes.

The economy of shortages and controls during the
sixties, while on the one hand, created a system of rationing
and controls, it simultaneously created a system of black
marketing and black money. The growth rate of black
economy, subsequently, was higher than the growth rate
of the national economy. In the coming years when this
unholy alliance system got maturity it became prevalent
not only in economic sphere but it also started entering
the political arena to purchase mandate and became catalyst
in making and unmaking of governments. By the nineties
when Narasimha Rao was in power the dominant role of
money and muscle power in politics was a common
perception. Economic impact of these political developments
was clearly visible in rising inequality in the society.  We
also mark a rise of a completely new Social Order in which
all these things were accepted and accommodated by the
society. This corruption tolerance of the Indian society and
people was unimaginable. Not quite so long ago Gandhi
and the people were fighting against the British evil design
which had made the country drained and poor. Gandhi
and his values of self-less politics were sabotaged in the
newer India. The chapters in the present book attempt to
catch these situations of economic and political compulsions
and their inter connections. Part four, five and six of the
book is an attempt to look into such difficult situations
before Indian economy and polity. Part two and three are
dealing with the generic problems of poverty, absolute as
well as relative, and unemployment. Part one of the book
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is a commentary in brief on the performance of the economy
and the structural changes in it. The first chapter is on the
choice made by our nation builders in favour of an ideal
economic policy for the country which could ensure speedy
economic development and establish social justice. How
the ideal of a socialistic pattern of society gave way to a
market economy system is the area of analysis.

The chapters attempt to catch the ground realities faced
by the Indian economy and attempt to analyse the difficult
situations which led to the failure of our successive Five
Year Plans during sixties and seventies, viz., the Chinese
aggression in 1962 and four times war with Pakistan since
1947 up to 1998, as well as recurrent spell of droughts and
floods. Unrelented growth of population added more to
our difficulties with a growth rate of 2 to 2.5 per cent per
annum causing a near stagnant growth of one per cent per
annum per capita income during sixties and seventies. It
was greatly responsible for rising unemployment and under
employment. By the time we were crossing the eighties,
one more India was added in terms of total size of
population since 1947 and a few years later the actual size
of population stood at over one billion starting from around
340 million in 1947.

The realities are hard. The eighties was also a watershed
in history in the world when the USSR disintegrated and
the Communist challenge to market economy system
collapsed.  We entered in to an uni-polar world. This was
also the time when in India the Socialism was losing steam
owing to people’s ‘weariness from planning’ as the public
sector undertakings were losing heavily and government
services were, by and large, inefficient and corrupt. By the
start of nineties country adopted widespread economic
reforms and liberalization, marketization and privatization
became the new catch words. It was a journey from an ideal
of economic policy of a Socialistic Pattern of Society to a
switch over to a market economy system, supposedly in
the name of competition and efficiency. However, the
daunting problems still remain with an enigmatic question

mark as to how to protect the interests of those below the
poverty line from the “Tyranny of the market” or of those
leftover by the market. Market excludes those who have
no money in the pocket from the commodity market. It
also excludes those who are illiterate and untrained from
the labour or the employment market as well. Hence the
role of the government is being redefined in terms of “the
facilitator” for development and a “trustee of the poor”.

By the time it is all being discussed and analyzed, a
social development perception is combined with the
economic development agenda to give development a
Human face. A pointer of Environmentalists towards
sustainability of growth and safety of public life is being
taken up in the part seven of the book.

One great change the common man of India is
visualizing is about the quality and stature of our political
leaders who make and unmake economic policy decisions
for growth and development of the country. Decidedly, the
perception is grounded on the calculations of the Election
Commission of India and other agencies who state that a
sizeable percentage of the elected members come from the
shady or criminal background and still they are facing
heinous charges of murders, loot and robbery and the like.

It is an awful situation when we talk of clean government
in a situation where the three pillars of the democracy, the
legislature, the executive and the judiciary are charged with
corruption. Even the fourth pillar, the media is not
unblemished. Who in this country is above suspicion where
we can say ‘Caesar’s wife must be above suspicions’ is a
matter to be searched upon?

Another enigmatic question pertains to the weak
governments in view of alliances owing to split mandates
in elections. This “short termism” in politics has wider
repercussions for economic policy making and development
plans. These are the current challenges before the Indian
economy and the society, in view of the author, which
provide the subject matter of the book.

4 Current Issues Before Indian EconomyIntroduction 3
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To refurbish the plan of the book, Chapter one attempts
to present a brief account of India’s journey towards a
Socialistic Pattern of Society, based on the intentions of the
Directive Principles of the State Policy as incorporated in
the Indian Constitution. It attempts to pick up the moments
of history under which the philosophy of justice, political,
economic and social, was given a shape under our
developmental plan objectives. Under what conditions the
Mixed Economy was adopted as the path of development
to proceed. Under which ideological perception
Parliamentary Democracy system was chosen to run the
government. Obviously we see the impact of Fabian
socialism or state socialism of England in our policies.

Chapter two attempts to take account of the
development experience of the past six decades and attempts
to catch the nuances of the time.

Part two of the book is devoted to the study of poverty
scenario in the country in the pre and post reform period.
It contains two chapters which attempt to define poverty
concepts and make a vivid description of rural and urban
poverty in the country during the planning era and suggest
development strategy to alleviate poverty in the light of
current researches of Amartya Sen, the World Bank, Prof.
Kalam, our ex-President and others. While Sen talks in terms
of freedoms and unfreedoms to catch the concept of poverty,
Prof. Kalam suggests PURA model of rural development
based on three connectivities; physical connectivity,
electronic connectivity and knowledge connectivity for the
rural areas so that poverty could be eliminated from the
rural areas and push to the town phenomenon is checked
which has created tremendous problems in cities which
have become unlivable.

Part three is devoted to the study of unemployment
problem. Unemployment and poverty are related problems.
It was considered on the Keynesian lines that employment
is a function of income. And with higher growth rate of
the economy unemployment could be eliminated. However,

6 Current Issues Before Indian EconomyIntroduction 5

the reality is far from this theory where in India growth
rate has risen but unemployment too has risen side by side.
The current situation in India is sometimes called a state
of jobless growth.  The factors responsible for this state of
affairs have been discussed in this part of the book.

Part four and five are devoted to the problem of parallel
economy and corruption in the system. Part four, chapter
six, is an attempt to look in to the genesis of black money
economy in India and its stages of childhood to adulthood
in the system. An attempt to perceive its networking,
functioning, growth and its repercussions on economic
development has been done. How it could be contained
forms part of the suggestion in the chapter.

Part five is devoted to the advances made in theorizing
the world wide phenomenon of corruption and rent-seeking
and DUP activities particularly in Asian and African
countries with or without democracy in polity. Chapter
seven is on crime corruption and development in Indian
economy. The paper was presented in the Indian Economic
Conference in Jammu in its 83rd Conference in the year
2000.

Part six, chapter nine, is an area of current debate on
democracy and development. How far democracy in polity
is an ideal for rapid economic development or to what extent
it limits the economic progress of the economy is the point
of discussion based on the Indian experience. This paper
was submitted to the International Conference of the IIDS
in Fiji in the year 2005. Chapter ten is on developments
happening in the world economy in the post-Socialist era—
the era of globalization.

Part seven of the book, on Sustainable development
contains four chapters which presents the viewpoints of
J.K. Mehta and Gandhi. Both these papers were presented
in Economic Conferences in the year 2002 and 2007. While
Mehta’s contribution lies in the area of wantlessness, Gandhi
talks of righteousness in every walk of life. He talks of
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Kalam, our ex-President and others. While Sen talks in terms
of freedoms and unfreedoms to catch the concept of poverty,
Prof. Kalam suggests PURA model of rural development
based on three connectivities; physical connectivity,
electronic connectivity and knowledge connectivity for the
rural areas so that poverty could be eliminated from the
rural areas and push to the town phenomenon is checked
which has created tremendous problems in cities which
have become unlivable.

Part three is devoted to the study of unemployment
problem. Unemployment and poverty are related problems.
It was considered on the Keynesian lines that employment
is a function of income. And with higher growth rate of
the economy unemployment could be eliminated. However,
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the reality is far from this theory where in India growth
rate has risen but unemployment too has risen side by side.
The current situation in India is sometimes called a state
of jobless growth.  The factors responsible for this state of
affairs have been discussed in this part of the book.

Part four and five are devoted to the problem of parallel
economy and corruption in the system. Part four, chapter
six, is an attempt to look in to the genesis of black money
economy in India and its stages of childhood to adulthood
in the system. An attempt to perceive its networking,
functioning, growth and its repercussions on economic
development has been done. How it could be contained
forms part of the suggestion in the chapter.

Part five is devoted to the advances made in theorizing
the world wide phenomenon of corruption and rent-seeking
and DUP activities particularly in Asian and African
countries with or without democracy in polity. Chapter
seven is on crime corruption and development in Indian
economy. The paper was presented in the Indian Economic
Conference in Jammu in its 83rd Conference in the year
2000.

Part six, chapter nine, is an area of current debate on
democracy and development. How far democracy in polity
is an ideal for rapid economic development or to what extent
it limits the economic progress of the economy is the point
of discussion based on the Indian experience. This paper
was submitted to the International Conference of the IIDS
in Fiji in the year 2005. Chapter ten is on developments
happening in the world economy in the post-Socialist era—
the era of globalization.

Part seven of the book, on Sustainable development
contains four chapters which presents the viewpoints of
J.K. Mehta and Gandhi. Both these papers were presented
in Economic Conferences in the year 2002 and 2007. While
Mehta’s contribution lies in the area of wantlessness, Gandhi
talks of righteousness in every walk of life. He talks of
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