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 (IMBA 4 YEARS)  (SEM 4 )  (INDIAN BUSINESS MODEL) 

(UNIT - 1)
(INTRODUCTION & EVOLUTION OF INDIAN ECONOMIC MODELS)

· ANCIENT INDIAN ECONOMY 

Indus valley civilization, which flourished between 2800 BC and 1800 BC, had an advanced and flourishing economic system. The Indus valley people practiced agriculture, domesticated animals, made tools and weapons from copper, bronze and tin and even traded with some Middle East countries. 
Agriculture was the main economic activity of the people in the Vedic age but with the second urbanization a number of urban centers grew in North India. This gave a major fillip to trade and commerce. The ancient Indians had trade contacts with far off lands like the Middle East, the Roman Empire and the South East Asia. Many Indian trading colonies were settled in other countries. 
Most of the Indian population resided in villages and the economy of the villages was self-sustaining. Agriculture was the predominant occupation of the populace and satisfied a village's food necessities. It also provided raw materials for industries like textile, food processing and crafts. Besides farmers, other classes of people were barbers, carpenters, doctors, goldsmiths, weavers, etc. In towns and urban centers trade took place through coins but in villages barter was the main system of economic activities. 
The system of castes and sub-castes ensured division of labor and functioned much like guilds, providing training to apprentices. The caste system restricted people from changing ones occupation and aspiring for an upper caste's lifestyle. Traditionally, there was joint family system and the members of a family pooled their resources to invest in business ventures. 
Products like the muslin of Dhaka, calicos of Bengal, shawls of Kashmir, textiles and handicrafts, agricultural products like pepper, cinnamon, opium and indigo were exported to Europe, Middle East and South East Asia in return for gold and silver. 
With the coming of Europeans in the 16th century trade and commerce was completely transformed. The Europeans concentrated mainly on spices, handicrafts, cotton clothes, indigo etc. Of all the European powers the British proved most strong and drove their competitors out of India. Slowly and gradually the British acquired political supremacy and hold over India and subverted the Indian economy according to their own needs. With the establishment of British rule in India the drain of wealth from India began. There was poor industrial infrastructure when the British left India. 
After independence, India opted for planned economic development. The key concern was to develop thrust and heavy industries. With this there began rapid industrialization. Here, it is important to note that our economic policies were socially oriented and controlled by the state. India began to follow a mixed economy pattern. But in the late eighties and in the beginning of the 1990s, the Indian policy makers realized that state controlled economy was not able to produce desired results in almost 45 years. It was decided to pursue economic policy based on liberalization, privatization and globalization. In this era of liberalization, privatization and globalization, India has witnessed rapid growth in some sectors of economy, even though better results were expected when India began to follow the new economic policy.

· INDIAN ECONOMY UNDER THE BRITISH

The role and scale of British imperial policy during the British Raj (1858 to 1947) on India's relative decline in global GDP remains a topic of debate among economists, historians, and politicians. Some commentators argue the effect of British rule was negative, and that Britain engaged in a policy of deindustrialisation in India for the benefit of British exporters which left Indians relatively poorer than before British rule. Others argue that Britain's impact on India was either broadly neutral or positive, and that India's declining share of global GDP was due to other factors, such as new mass production technologies or internal ethnic conflict.

Economic impact of British imperialism
William Digby estimated that from 1870 to 1900, £900 million was transferred from India.In the 17th century, India was a relatively urbanized and commercialized nation with a large export trade, devoted largely to cotton textiles, but also silk, spices, and rice. India was the world's main producer of cotton textiles and had substantial export trade to Britain as well as many other European countries, via the East India Company. According to some commentators, after the British victory over the Mughal Empire India was de-industrialized by the East India Company, and then the British.
In contrast, historian Niall Ferguson argues that India benefited from the British investment of £270 million in Indian infrastructure, irrigation, and industry by the 1880s (representing nearly one-fifth of all British investment overseas). That amount reached £400 million by 1914. He also writes that the British increased the area of irrigated land eight-fold, to 25% of all land.The village economy's share of total after-tax income rose under British rule from 45% to 54%. Ferguson argues that since the sector represented three quarters of the entire population, their rising share reduced income inequality in India.
Impact on trade
The British East India Company had forced open the large Indian market to British goods, which could be sold in India without tariffs or duties, compared to local Indian producers who were heavily taxed. At the same time, protectionist policies in Britain, such as bans and high tariffs, were implemented to restrict Indian textiles from being sold there. The British enforced tariffs and duties of 70-80% on textiles produced in India, making them impractical for export. In the early 1700's, India had a hold of 25% of the global textile trade. Raw cotton, however, was imported without tariffs from India to British factories. The factories manufactured textiles from Indian cotton and sold them back to the Indian market. British economic policies gave them a monopoly over India's large market and cotton resources. India served as both a significant supplier of raw goods to British manufacturers and a large captive market for British manufactured goods. With the export of manufactured goods rendered unviable over the period of British rule, India's share of global manufacturing exports dropped from 27% to 2%. On the contrary, exports from Britain to India soared with duty-free goods that Indian goods could no longer compete with on quality or price.
The damage to the textile industry went beyond just a decrease in production and export. As industrial production was severely disrupted, Indian workers were forced into agriculture at levels unsustainable by the land. Rural wages were then driven down by the newly crowded market of agricultural workers. Additionally, these workers used cloth making as a backup source of income if weather affected their crops. This was no longer a viable option for them. Ultimately, poverty in rural India was catalyzed by the policies deployed by the British.
Taxation
Taxation by the British, usually 50% of income, was so burdensome on the population that they were forced to flee their lands. This form of revenue generation was a departure from the practices deployed by Indian rulers in the past, who primarily raised funds through global and regional trade networks rather than through taxing farmers. Under the zamindari revenue system deployed by the British, farmers were no longer taxed a percentage of their crops produced. Rather, they were taxed a percentage of the land rent payments, regardless of the success or failure of the crops. According to estimates by the British, agricultural taxes were two to three times higher than before British rule, and the highest in the world.
P. J. Marshall argues that the British regime did not make any sharp breaks with the traditional economy, and that control was largely left in the hands of regional rulers. The economy was sustained by general conditions of prosperity through the latter part of the 18th century, excepting the frequent famines with high fatality rates. Marshall notes the British raised revenue through local tax administrators and kept the old Mughal rates of taxation. Marshall wrote that the British managed this primarily indigenous-controlled economy through cooperation with Indian elites.
Impact to GDP
From 1850 to 1947, India's GDP in 1990 international dollar terms grew from $125.7 billion to $213.7 billion, a 70% increase, or an average annual growth rate of 0.55%. This was a higher rate of growth than during the Mughal era (1600-1700), when it had grown by 22%, an annual growth rate of 0.20%, or the longer period of mostly British East Indian company rule from 1700 to 1850 where it grew 39%, or 0.22% annually.However, by the end of British rule, India's economy represented a much smaller proportion of global GDP. In 1820, India's GDP was 16% of the global GDP. By 1870, it had fallen to 12%, and by 1947 to 4%. India's per-capita income remained mostly stagnant during the Raj, with most of its GDP growth coming from an expanding population. Per capita income growth from 1850 to 1900 is estimated to range from 0.75% to 1.25% annually. This figure is buoyed by a decrease in India's rate of population increase stemming from disease and famines.[13] From 1850 to 1947, India's GDP per-capita had grown by 16%, from $533 to $618 in 1990 international dollars. According to historical GDP estimates by economist Angus Maddison, India's GDP grew in absolute terms but declined in relative share to the world.
From the 1st century CE to the start of British colonization in India in the 17th century, India's GDP varied between 25% and 35% of the world's total GDP,more than all of Europe combined.[6] It dropped to 2% by the time Britain departed India in 1947. At the same time, the United Kingdom's share of the world economy rose from 2.9% in 1700 to 9% in 1870 alone. Politician and historian Shashi Tharoor claims "The reason is simple: India was governed for the benefit of Britain. Britain's rise for 200 years was financed by its depredation of India." It should be noted, however, that Britain had the world's most industrialized economy and had many sources of income outside of India.
Under British rule, India's share of the world economy declined from 23% at the beginning of the 18th century down to just over 3% when India gained independence. In 1700, that figure had been 27%. India's GDP (PPP) per capita was stagnant during the Mughal Empire and began to decline prior to the onset of British rule. India's share of global industrial output declined from 25% in 1750 to 2% in 1900. From 1600 to 1871 the ratio of GDP per capita in India to that in Britain fell from more than 60% to less than 15%.India's national debt ballooned under British rule, and half of India's revenue was being siphoned to foreign countries, primarily England. Indian taxes were also used to fund the British Army and its expeditions globally, with 64% of total revenue funding British Indian troops outside of India in 1922.
Under British rule, India's share of global GDP peaked at only 7.5% in 1947 when the British left India.
Declining share of world GDP
According to British economist Angus Maddison, India's share of the world economy went from 24.4% in 1700 to 4.2% in 1950. India's GDP (PPP) per capita was stagnant during the Mughal Empire and began to decline prior to the onset of British rule.[16] India's share of global industrial output also declined from 25% in 1750 down to 2% in 1900.[15] At the same time, the United Kingdom's share of the world economy rose from 2.9% in 1700 up to 9% in 1870, and Britain replaced India as the world's largest textile manufacturer in the 19th century.[8] Historian Shireen Moosvi estimates that Mughal India also had a per-capita income 1.24% higher in the late 16th century than British India had in the early 20th century, and the secondary sector contributed a higher percentage to the economy of the Mughal Empire (18.2%) than it did to the economy of early 20th-century British India (11.2%).[19] In terms of urbanization, Mughal India also had a higher percentage of its population (15%) living in urban centers in 1600 than British India did in the 19th century.
A number of modern economic historians have blamed the colonial rule for the state of India's economy, with investment in Indian industries limited since it was a colony. Under British rule, India experienced deindustrialization. The yarn output of the handloom industry declined from 419 million pounds in 1850 to 240 million pounds in 1900.Due to the colonial policies of the British, a significant transfer of capital from India to England occurred, leading to a massive drain of revenue rather than a systematic effort at modernisation of the domestic economy.
	GDP (PPP) in 1990 international dollars[12]

	Year
	GDP
(Millions of 1990 dollars)
	GDP per capita
(1990 dollars)
	Avg % GDP growth

	1850
	125,681
	533
	—

	1870
	134,882
	533
	0.354

	1890
	163,341
	584
	0.962

	1900
	170,466
	599
	0.428

	1910
	210,439
	697
	2.129

	1920
	194,051
	635
	−0.807

	1930
	244,097
	726
	2.321

	1940
	265,455
	686
	0.842

	1947
	213,680
	618
	−3.052



· INDIAN ECONOMY AFTER INDEPENDENCE

The economic development in India followed socialist-inspired politicians for most of its independent history, including state-ownership of many sectors; India's per capita income increased at only around 1% annualised rate in the three decades after its independence. Since the mid-1980s, India has slowly opened up its markets through economic liberalisation. After more fundamental reforms since 1991 and their renewal in the 2000s, India has progressed towards a free market economy.
In the late 2000s, India's growth reached 7.5%, which will double the average income in a decade. IMF says that if India pushed more fundamental market reforms, it could sustain the rate and even reach the government's 2011 target of 10%.States have large responsibilities over their economies. The average annual growth rates (2007–12) for Gujarat (13.86%), Uttarakhand (13.66%), Bihar (10.15%) or Jharkhand (9.85%) were higher than for West Bengal (6.24%), Maharashtra (7.84%), Odisha (7.05%), Punjab (11.78%) or Assam (5.88%). India is the Fifth largest economy in the world by nominial basis and the third largest by purchasing power parity adjusted exchange rates (PPP). On per capita basis, it ranks 140th in the world or 129th by PPP.
The economic growth has been driven by the expansion of the services that have been growing consistently faster than other sectors. It is argued that the pattern of Indian development has been a specific one and that the country may be able to skip the intermediate industrialisation-led phase in the transformation of its economic structure. Serious concerns have been raised about the jobless nature of the economic growth.
Favourable macroeconomic performance has been a necessary but not sufficient condition for the significant improvement in the human development indicators. Although the rate of poverty declined after economic reforms of 1991, the improvement in human development has been less than satisfactory. For instance, child malnutrition has continued to persist (46% in 2005–6).
The progress of economic changes in India is followed closely. The World Bank suggests that the most important priorities are public sector reform, infrastructure, agricultural and rural development, removal of labour regulations, reforms in lagging states, and HIV/AIDS. For 2018, India ranked 77th in Ease of Doing Business Index. According to Index of Economic Freedom World Ranking an annual survey on economic freedom of the nations, India ranks 123rd as compared with China and Russia which ranks 138th and 144th respectively in 2014.
At the turn of the century India's GDP was at around US$480 billion. As economic reforms picked up pace, India's GDP grew five-fold to reach US$2.2 trillion in 2015 (as per IMF estimates).
India's GDP growth during January–March period of 2015 was at 7.5% compared to China's 7%, making it the fastest growing MAJOR economy. During 2014–15, India's GDP growth recovered marginally to 7.3% from 6.9% in the previous fiscal. During 2014–15, India's services sector grew by 10.1%, manufacturing sector by 7.1% & agriculture by 0.2%. Indian Economy grew at 7.6 & 7.1 in FY 2015–16 and FY 2016–17 respectively as major reforms had taken place like Demonitisation and implementation of GST in FY 2016–17.

· INDIAN ECONOMY DURING RECENT DECADES
Strong economic growth in the first quarter of FY 2022-23 helped India overcome the UK to become the fifth-largest economy after it recovered from repeated waves of COVID-19 pandemic shock. Real GDP in the first quarter of 2022–23 is currently about 4% higher than its corresponding 2019-20, indicating a strong start for India's recovery from the pandemic. Given the release of pent-up demand and the widespread vaccination coverage, the contact-intensive services sector will probably be the main driver of development in 2022–2023. Rising employment and substantially increasing private consumption, supported by rising consumer sentiment, will support GDP growth in the coming months.
Future capital spending of the government in the economy is expected to be supported by factors such as tax buoyancy, the streamlined tax system with low rates, a thorough assessment and rationalisation of the tariff structure, and the digitization of tax filing. In the medium run, increased capital spending on infrastructure and asset-building projects is set to increase growth multipliers, and with the revival in monsoon and the Kharif sowing, agriculture is also picking up momentum. The contact-based services sector has largely demonstrated promise to boost growth by unleashing the pent-up demand over the period of April-September 2022. The sector's success is being captured by a number of HFIs (High-Frequency Indicators) that are performing well, indicating the beginnings of a comeback.
India has emerged as the fastest-growing major economy in the world and is expected to be one of the top three economic powers in the world over the next 10-15 years, backed by its robust democracy and strong partnerships.

MARKET SIZE
India’s nominal gross domestic product (GDP) at current prices is estimated to be at Rs. 232.15 trillion (US$ 3.12 trillion) in FY22. With more than 100 unicorns valued at US$ 332.7 billion, India has the third-largest unicorn base in the world. The government is also focusing on renewable sources to generate energy and is planning to achieve 40% of its energy from non-fossil sources by 2030.
According to the McKinsey Global Institute, India needs to boost its rate of employment growth and create 90 million non-farm jobs between 2023 and 2030 in order to increase productivity and economic growth. The net employment rate needs to grow by 1.5% per annum from 2023 to 2030 to achieve 8-8.5% GDP growth between 2023 and 2030. India's current account deficit (CAD), primarily driven by an increase in the trade deficit, stood at 2.1% of GDP in the first quarter of FY 2022-23.
Exports fared remarkably well during the pandemic and aided recovery when all other growth engines were losing steam in terms of their contribution to GDP. Going forward, the contribution of merchandise exports may waver as several of India’s trade partners witness an economic slowdown. According to Mr. Piyush Goyal, Minister of Commerce and Industry, Consumer Affairs, Food and Public Distribution and Textiles, Indian exports are expected to reach US$ 1 trillion by 2030.

RECENT DEVELOPMENTS
India is primarily a domestic demand-driven economy, with consumption and investments contributing to 70% of the economic activity. With an improvement in the economic scenario and the Indian economy recovering from the Covid-19 pandemic shock, several investments and developments have been made across various sectors of the economy. According to World Bank, India must continue to prioritise lowering inequality while also putting growth-oriented policies into place to boost the economy. In view of this, there have been some developments that have taken place in the recent past. Some of them are mentioned below.

· As of September 21, 2022, India’s foreign exchange reserves stood at US$ 524,520 million.
· The private equity-venture capital (PE-VC) sector investments stood at US$ 2 billion in September 2022.
· Merchandise exports in September 2022 stood at US$ 32.62 billion.
· PMI Services remained comfortably in the expansionary zone at 56.7 during April-September 2022
· In September 2022, the gross Goods and Services Tax (GST) revenue collection stood at Rs. 147,686 crore (US$ 17.92 billion).
· Between April 2000-June 2022, cumulative FDI equity inflows to India stood at US$ 604,996 million.
· In August 2022, the overall IIP (Index of Industrial Production) stood at 131.3. The Indices of Industrial Production for the mining, manufacturing and electricity sectors stood at 99.6, 131.0 and 191.3, respectively, in August 2022.
· According to data released by the Ministry of Statistics & Programme Implementation (MoSPI), India’s Consumer Price Index (CPI) based retail inflation reached 7.41% in September 2022.
· In FY 2022-23, (until October 28, 2022), Foreign Portfolio Investment (FPI) outflows stood at Rs. 58,762 crore (US$ 7.13 billion).
· The wheat procurement in Rabi 2021-22 and the anticipated paddy purchase in Kharif 2021-22 would include 1208 lakh (120.8 million) metric tonnes of wheat and paddy from 163 lakh (16.7 million) farmers, as well as a direct payment of MSP value of Rs. 2.37 lakh crore (US$ 31.74 billion) to their accounts.
[bookmark: more]Why our Country India was called the Golden Bird.
Why our country India was called the golden bird. There was a time when India used to be among the richest countries in the world. Because of which everyone dreamed of ruling our country. For the purpose of ruling India, many people have been attacked here and ruled by many kings, while the British have also ruled our country for a long time. And during this time India has also suffered many kinds of losses. Where earlier India got the status of being a gold bird, now the status that India got is completely over. For which reasons our country had got this status. Today we will tell you about those reasons in this article.
 



Reasons why India was known as the Golden Bird in World
 
India got this name for many reasons. In that era, the kings of India used to have a lot of wealth and property. At the same time, spices, cotton and iron were found in good quantity in India and these things were bought by people of other countries. Apart from this, India's GDP was also very good at that time. At the same time, other reasons for calling India a gold bird are explained below, which are as follows:
 
What Is Peacock Throne?

One of the biggest reasons behind calling India a gold bird was the peacock throne. This throne had its own distinct identity. It was said that two Taj Mahals could be constructed with the same amount of money that was put on it to build this throne. But in the year 1739, the Persian ruler Nadir Shah won this  by winning a battle. After all, what was so special about this throne and whose throne was it is explained below. The construction of the peacock throne was started by Shah Jahan in the 17th century. Shah Jahan spent a lot to build this throne. About one thousand kilos of gold was used to build this throne. Not only this, but there were also many precious stones in this throne. Apart from these stones, the pride of this throne was further enhanced by Kohinoor diamonds. This diamond was also installed in this throne. At the same time, talking about the price of this throne, it was said to be worth 4.5 billion, which is 450 crores according to the rupee of India. 
Kohinoor Diamond History
You people must have heard about the Kohinoor diamond many times. You would know that this diamond used to be with India, after which this diamond is passing through the hands of many people, today it is increasing the glory of the crown of Queen of England. At that time, the size of this diamond was the largest in the whole world. It is said that this diamond was 5000 years old. 
Mir Osman Ali Khan of India was the richest man in the world (The Wealth of Mir Osman Ali Khan)
The ruler of Hyderabad, Osman Ali Khan, was declared the richest man in the world in 1937 by Time magazine. Not only this, the time magazine had also put his photos on the cover page of his magazine and according to the magazine he had the highest wealth in the world at that time, which was considered equal to two percent of America's economy at that time. 
Osman Ali Khan took over as the ruler of Hyderabad in 1911. The states of Andhra Pradesh, Karnataka and Maharashtra used to be part of Hyderabad at that time. British India, which ruled in India at that time, was also surprised to see the Nizam's pride and passion. It is said that he used to have many types of diamonds. The Nizam was so rich that he used to have a diamond golf ball. At the same time, this diamond has been named the fifth largest diamond in the world and its value is said to be around 10 crores. Not only this, in 1947, the Nizam gave the diamond necklace as a gift to the Queen of British in their wedding, which is still known as the Nizam of Hyderabad necklace. Apart from this, during the Second World War, he had given him two combat ships to help the British and for this help he was also honored by the British in the year 1946.
 
State Bank of Hyderabad origin
Osman Ali Khan also had his own currency, which used to run in Hyderabad. That currency was called the Osmania coin. Apart from this, the State Bank of Hyderabad was opened only during the time of his rule.
 
Nizam had 50 Rolls Royce
It is said that once a British officer made fun of him and said that he does not have the ability to buy a Rolls Royce car. The Nizam responded to this joke by buying 50 Rolls Royce. Not only this, he used to use these vehicles to collect garbage. You must have guessed that after reading about the rule of Osman Ali Khan, he used to have a lot of wealth. At the same time, his wealth was also a reason behind India getting the status of a gold bird.
Gross domestic product (GDP)
India's gross domestic product is undoubtedly not much special at this time. But it is said that India's GDP was the highest in the world during 1 BCE and 1000 BCE. Not only this, many types of precious stones were also found in India. Apart from this, a lot of gold was also present in India. But with time, all these things started declining.
The hard work of the kings of India
The great rulers of India, during their reign, had done many things for the promotion of their kingdom, so that their kingdom was always rich. It is said that during the Mughal rule the income of the country was larger than the entire treasury of Britain. Apart from this, barter system was first used in India. India also used to import and export many things.
 
Conclusion
India has been rich in everything from the beginning. In our country, many things have been produced through farming for many years. At the same time, many quantities of gold and diamonds were also found on the land of India. At the same time, these things which were present in India were looted by the British and the kings of other country and due to which our country suffered a lot. If India was not ruled by these people, perhaps today we could have said that India is a gold bird. But with time, India's place in the world became less and this question was left behind why India was called the golden bird.
(UNIT 2)
(FEATURES OF ECONOMICS AND BUSINESS MODELS)
· FEATURES OF INDIAN ECONOMIC MODELS 
WHAT IS ECONOMY 

An economy is a system of inter-related production and consumption activities that ultimately determine the allocation of resources. It is an Heartbeat of any country around the world.

TYPES OF ECONOMIC SYSTEMS

CAPITALIST (MARKET) ECONOMY SYSTEM

· In a capitalist system, the products manufactured are divided among people not according to what people want but on the foundation of Purchasing Power – which is the ability to buy products and services.
· Which means an individual needs to have the money with him to buy the goods and services.
· Example – The affordable housing for the underprivileged is much required but will not include demand in the market because the needy do not have the buying power to back the demand.
· Therefore, the commodity will not be manufactured and provided as per market forces.

	FEATURES
	MERITS
	DEMERITS

	Freedom of Enterprise-
every individual is free to make his own economic choices
	Increase in production
	Leads to monopoly

	Right to Private Property – Every individual can acquire any amount of property
	Flexible system
	Inequalities

	Freedom of choice to the consumers
	Optimum use of resources
	Depression and unemployment

	Progress and prosperity
	Insufficient production



SOCIALIST ECONOMIC SYSTEM

· In a socialist society, the government determines what products are to be manufactured in accordance with the requirements of society.
· It is believed that the government understands what is appropriate for the citizens of the country, therefore, the passions of individual buyers are not given much attention.
· The government concludes how products are to be created and how the product should be disposed of.
· In principle, sharing under socialism is assumed to be based on what an individual needs and not what they can buy.
· A socialist system does not have a separate estate because everything is controlled by the government.

	FEATURES
	MERITS
	DEMERITS

	Co-existence of private and public ownership
	Welfare state
	Non-cooperation between the two sectors

	Existence of economic planning
	Better allocation of the resources
	Inefficient Public sector

	Conducive policies by govt. for private sector
	Promotes the equitable distribution of wealth and social justice
	Economic fluctuation and Administered prices are not the most efficient

	Planned and definite economic role of govt.
	Ensures that all citizens have the means to achieve a minimum living standard
	Breeding ground for corruption, red-tapism, and favouritism.

	Consumers do not have absolute freedom of choice.
	It provides comprehensive social security to all its members
	Socialism does not promote hard work or any creativity in its citizens.


 
MIXED ECONOMIC SYSTEM

· It is a golden combination of a command (Socialist) economy and a market (Capitalist) economy.
· For this purpose, the mixed economic systems are also called dual economic systems.
· However, there is no sincere method to determine a mixed system, sometimes the word represents a market system beneath the strict administrative control in certain sections of the economy.
 
GOALS AND POLICIES OF MIXED ECONOMIC SYSTEM

	FEATURES
	MERITS
	DEMERITS

	combination of a command economy and a market economy.
	Healthy competition in the market.
 
	The public sector gets maximum benefits whereas the private sector remains controlled.

	Coexistence of All Sectors- In a mixed economy all three sectors coexist in harmony
	Enjoys the advantages of central economic planning
 
	Inefficient Planning – large sectors of the economy remain outside the control of the government.

	Social Welfare- aims to reduce the wealth gap in the country and fight the inequalities.
	Economic freedom to ownership of property and choice of goods and services.
	Ineffectiveness of Sectors- private sector does not get full freedom, hence it becomes ineffective. This leads to ineffectiveness among the public sector.

	Economic Planning – General guideline for economic growth and prosperity of the nation.
	Existence of price mechanism. So the allocation of resources is more scientific and beneficial to the economy.
	Constant fear of nationalisation of the private sector.
 

	Existence of Cooperative
Sector
	
	Corruption and Black Marketing


 
DIFFERENCE BETWEEN CAPITALIST, SOCIALIST AND MIXED ECONOMIC MODELS

	PARAMETER
	CAPITALIST
	SOCIALIST
	MIXED

	Ownership of Property
	Private
 
	public
	Both public and private

	Price Determination
	determined by the market forces of demand and supply
 
	determined by the central planning authority.
 
	determined by central planning authority and demand & supply.

	Motive of Production
 
	Profit motive
 
	Social welfare
 
	The profit motive in the private sector and welfare motive in the public sector

	Role of Government
 
	No role
 
	Complete role
 
	Full role in the public sector and limited role in the private sector

	Competition
 
	Exists
 
	No competition
 
	Exist only in the private sector

	Distribution of income
 
	Very Unequal
 
	Quite Equal
 
	Considerable inequalities exist.


 
WHAT TYPE OF ECONOMY IS INDIA?

· India has a mixed economy. Nearly half of India’s working population is engaged in agriculture, the signature of a traditional economy.
· One-third of its workers are employed by the services industry, which contributes two-third of India’s output.
· The productivity of this segment is made possible by India’s shift towards a market economy.
· Since the 1990s, India has deregulated several industries. It has privatized many state-owned enterprises, and opened doors to foreign direct investment.
 
REASONS FOR ADOPTION OF MIXED ECONOMY

· To maintains a healthy balance between the public and the private sector. This ensures cooperation and competition between them which is conducive to attain high growth targets.
· Through its pricing mechanisms as well as freedoms of production, consumption, occupation and the presence of a profit motive, it ensures that there is an efficient allocation of resources in the economy.
· By working towards minimizing the inequalities of income, wealth etc.
· Eliminating unemployment and poverty.
· Mixed economy maximizes social welfare. It has all the main features of a welfare state.

What is Economic growth
An increase in the amount of goods and services produced per head of the population over a period of time.
What is Economic development
Economic Development is programs, policies or activities that seek to improve the economic well-being and quality of life for a community. 
What is GDP
GDP measures the monetary value of final goods and services—that is, those that are bought by the final user—produced in a country in a given period of time

What is GNP

Gross national product (GNP) refers to the total value of all the goods and services produced by the residents and businesses of a country, irrespective of the location of production. GNP takes into account the investments made by the businesses and residents of the country, living both inside and outside the country.

What is PPP

the purchasing power parity (PPP) exchange rate. the rate at which the currency of one country would have to be converted into that of another country to buy the same amount of goods and services in each country.

What Per capita Income
Per capita income (PCI) or total income measures the average income earned per person in a given area (city, region, country, etc.) in a specified year. It is calculated by dividing the area's total income by its total population. Per capita income is national income divided by population size.
What is balance of payment
The balance of payments summarises the economic transactions of an economy with the rest of the world. These transactions include exports and imports of goods, services and financial assets, along with transfer payments (like foreign aid).

What is Fiscal policy
Fiscal policy is defined as the policy under which the government uses the instrument of taxation, public spending and public borrowing to achieve various objectives of economic policy. 

What is Monetary policy
Monetary policy concerns the decisions taken by central banks to influence the cost and availability of money in an economy. 

What is Inflation

Inflation is the rate of increase in prices over a given period of time. Inflation is typically a broad measure, such as the overall increase in prices or the increase in the cost of living in a country.

What is Deflation 
Deflation is when the general price levels in a country are falling—as opposed to inflation when prices rise. Deflation can be caused by an increase in productivity, a decrease in overall demand, or a decrease in the volume of credit in the economy.

What is Stagflation
“Stagflation” is a combination of high inflation and economic stagnation. Inflation drives prices up but purchasing power down.
What is Recession
Economic output, employment, and consumer spending drop in a recession. Interest rates are also likely to decline as the central bank (such as the U.S. Federal Reserve Bank) cuts rates to support the economy.

· TYPES OF BUSINESS MODEL
What is a business model?
A business model is an outline for how your company plans to make money. In general, a business model explains four things:
· What product or service a company will sell.
· How it intends to market that product or service.
· What kind of expenses the company will face.
· How the company expects to turn a profit.

What is B TO B MODEL
When the dealings or the transactions take place between two companies or the business then this type of business model is known as business to business models.
What is B TO C MODEL
Business-2-consumer business model is a model that refers to businesses that sell their services or the products directly to the consumer who are the end users of the products or services.
What is C TO C MODEL
C2C – customer to customer or consumer to consumer – is a business model that facilitates the transaction of products or services between customers. 
What is G TO B MODEL
G2B is a business model that refers to government gives Contractual base work to business organization or Corporates.

(UNIT 3)
 (INDIAN BUSINESS MODELS)

· BUSINESS IN ANCIENT INDIA 

During the ancient times, India was the leading exporter of silk, cotton, sugar, precious stones. India was also the exporter of spices to the west and this was done through the spice route.
All these items were exported in exchange for gold and silver from other nations. The prosperity of Indian trade took a backseat with the starting of the Industrial Revolution in the west.
Trade and commerce played a significant role in the evolution of the economy of India. It was shown from the archaeological evidence that trade and commerce through land and sea played a very important role in the growth of the Indian economy.
India was the leading business center of the world and commercial towns like Harappa and Mohenjodaro were established. In ancient times, India had built strong business relations with other countries like Mesopotamia and trade took place between the two nations involving gold, silver, terracotta pots, precious stones, pearls, etc.
The following are some of the factors that helped India become the most favoured nation for trade and commerce:
1. The Hindu mercantile community was known for their entrepreneurship, enterprising nature, resilience and trustworthiness.
2. Goods manufactured in India were known for their excellence as the goods produced in India were unique and were not available in any other part of the world.
3.The Hindus were very skilled at the art of building ships along with excellent knowledge of the sea routes, winds and other aspects of navigation. This enabled them to travel distant lands to perform trade.
· BUSINESS FEATURES OF INDIAN BUSINESS MODEL / ENVIRONMENT

1. Co-Existence of Public and Private Sector:
Indian business environment is characterized by the co-existence of both public and private sector in respect of its participation in various economic activities in the country. Accordingly, the various economic policies of the country can promote the development of both the sectors in different spheres of activities.
2. Low Income Level:
Another features of Indian business environment is that it has to face low income level of the people in general as an important economic parameter for determining its economic activities.
3. Poor Rate of Capital Formation:
Capital deficiency is one of the important features of the Indian business environment. Both the amount of capital available per head and the present rate of capital formation in India is very low. Moreover, this low level of capital formation in India is also due to weakness of the inducement to invest and also due to low propensity and capacity to save. Thus under this present feature, the business environment of the country never faces adequate incentive towards faster development of the country.
4. Low Level of Technology:
Prevalence of low level of technology is another important feature of Indian business environment. The business environment of the country is thus suffering from technological backwardness. Obsolete techniques of production are largely being applied in both agriculture and industrial sector of the country.
Sophisticated modern technology is being applied in production units at a very limited scale as it is very much expensive. Moreover, the huge unskilled and untrained labour force is also an important impediment towards technological modernization of the country.
5. Under-Utilization of Capacity:
Under-utilization of productive capacity of Indian industries is another important feature of Indian business environment. As a result of this under utilization, the industries in India are suffering from higher unit costs and low profitability syndrome.
6. Lack of Diversification:
The business environment of the country is also subjected to the problem of lack of diversification in its industry, trade and other related activities.
7. Financial Market:
Indian business environment is also supported by under developed financial market. Financial market is suffering from lack of buoyancy and there is also the problem of lack of adequate and free uninterrupted flow of institutional credit towards industrial and other business units.
8. Industrial Dispute and Slow Pace of Labour Reforms:
Another important feature of business environment is the growing industrial dispute leading to strikes and lock-outs in growing number of units as a result of irrational trade union activities. Moreover, the slow pace of labour reforms introduced by the Government has affected the business environment of the country.
9. Government Interference:
Business environment in the country is also affected by unwanted government interference in various spheres of business and industrial activities. There is lack of single window clearance and lack of administration efficiency in respect of industrial licensing. Thus the business enterprises have to face the problem of red-tapism, harassment, corruption, undue delay etc. which ultimately interrupts the promotion of smooth business environment in the country.
10. Extent of Market:
Another feature of business environment of India is the poor extent of market in the after math of globalization and international competition faced by the country. The business enterprises of the country is also suffering from lack of diversification of its export market.
However, considering the natural advantage available in the country, the country would be able to diversify its export market particularly in respect of its agro-processed industries, services sector, information technology sectors etc.
11. Transportation Bottle Neck:
Another important feature of business, environment of the country is that it is subjected to frequent transport bottle-neck. Although the country has developed a wide network of transportation system throughout the country but its frequent interruption as a result of natural calamities like flood, landslides etc. and insurgency has been resulting a serious blow to the business environment of the country.
12. Trade Flow of Foreign Investment:
Promotion of business environment also depends on the smooth flow of foreign investment in various sectors. But the country is suffering from trady flow of foreign investment, which goes against the promotion of business environment in the country.
13. Disturbed Law and Order Conditions:
Another important feature of business environment in India is its disturbed law and order conditions in some particular regions leading unbalanced growth where smooth flow of business is interrupted. Thus the business environment in a vast country like India is subjected to its diversified features.

· [bookmark: _GoBack]UNIQUE NATURE OF INDIAN BUSINESS MODELS  
Indian entrepreneurship, innovation, and business firms have gone through a plethora of changes, particularly in the last three decades. The most significant change is the result of national government policies that had the effect of moving away from postcolonial Nehruvian socialism and creating a climate for more economic freedom for entrepreneurs and private businesses. The 1990s was the watershed decade for these revolutionary changes. Indian business suddenly took off with a new outburst of energy and enthusiasm in the 1990s that was unprecedented in the post-Independence era.
In the 1990s, India made a transition from an inward-looking democratic socialist economy that often discouraged international trade/investment and allowed private business but overregulated it to a set of market reforms that brought in foreign investments, connected India to the global market, and created opportunities for Indian companies to venture abroad. A large range of actors, both in formal (regulated by government policies) and informal sectors (unstructured markets, not monitored by government regulations) juggled to secure their own niches in new waves of policy changes, globalization trends, and competition from foreign investments.
India’s upward development curve jumpstarted the service sector, encouraged entrepreneurship and innovation, created global business leaders, and institutionalized the jugaad phenomenon, a unique Indian characteristic that motivated Indians to struggle and prosper.1 Jugaad, a Hindi word, is usually identified with disruptive and innovative strategies at different levels in Indian business that is very organic in nature. It is a way of dealing with everyday problems for Indians and attempting to find solutions independently of any organizational support or intervention. In an overpopulated, competitive market, it has enabled Indians not only to survive, but also innovate. It is sometimes referred to as “frugal engineering.” New government policies that made use of cultural propensities and economic incentives have dramatically altered India’s business climate since the democratic socialist model was altered. As a consequence, in the World Bank report from 2018, The Ease of Doing Business, India jumped ahead by 23 spots to the  77th overall position from 100th place in 2017.2
The remainder of this essay is a brief historical introduction to the Indian economy during British colonialism, India’s economic policies over three decades after Independence, and the events that changed the lives of entrepreneurs and many ordinary people after the 1990s. 
Stable economy
India’s economic growth has been exceptional in recent years. Buoyed by a robust democracy, key structural reforms, private consumption, and a rise in government investment, India has achieved a high macroeconomic stability ranking (with a score of 90 out of 100 and ranked 41 out of 141 economies) in the World Economic Forum’s (WEF) Global Competitiveness Index.
Business reforms
In a bid to attract foreign investment, the Indian government has eased foreign direct investment (FDI) restrictions, such as raising foreign equity caps for insurance and defense, leading to significant progress in terms of improving its overall business environment. As a result, the country has jumped 14 places to 63rd position on the World Bank's Doing Business 2020 study. New business reforms have also earned India a place among the world’s top ten improvers for the third consecutive year according to the same study.
Junaid Ahmad, World Bank Country Director in India, praised this achievement: “India’s impressive progression in the Doing Business rankings over the past few years is a tremendous achievement, especially for an economy that is as large and complex as India’s. Special focus given by the top leadership of the country, and the persistent efforts made to drive the business reforms agenda, not only at the central level but also at the state level, helped India make significant improvements.”
Digital competitiveness
India has become a powerhouse in terms of technology innovation. High-tech companies in sectors such as telecommunications, information technology, pharmaceuticals, textiles, and engineering are equal in their sophistication and prominence to international counterparts. Indeed, India is now recognized as a major force in global technology innovation alongside the United States and China.
Massive consumer market
India has a large and healthy middle class, making it an attractive consumer market. Indeed, India is the world’s largest market for manufactured goods and services, and ranks number 3 out of 141 economies for market size according to the WEF’s Global Competitiveness Index.
That market is only anticipated to grow. The WEF estimates that India’s total consumption expenditure will grow to $5.7-6 trillion by 2030.

Encouraging Laws for Business
India in recent years has passed major laws which as a result has made setting up the business in India effective and articulate. The law related to the Goods and Services Tax (GST) has made an extensive impact on the movement of goods across the country. Direct Taxes Code Bill, Land Acquisition Bill and many other existing laws are favourable and can be kept in mind in order to start a business in India by foreigners.

 Low Operational Cost
Foreigners investing in India can relish the low operational cost as the cost of setting up a business which involves internet charges, phones, infrastructure and moreover the labour cost is comparatively low which makes investing in India engrossing and serviceable. The cost of incorporating a company in India is very nominal, i.e., the cost of incorporation/registration of a private limited company in India may vary from INR 6,000/- to INR 30,000/– depending on the authorized share capital and the professional fees chargeable on the incorporating of the Company. In addition to the above, tax schemes in India are modest in comparison to other countries which makes it more reasonable and favours the cost-cutting process for running the business in India by the foreigners.
Start-up Ecosystem
The Indian Government under its flagship project, “Startup India Movement” has introduced several reforms and policies to surge the Foreign Direct Investment (FDI) in India to promote business relationships with other countries. A series of steps have been undertaken by the Government to eradicate the outdated laws and policies to ease up the business and to cultivate business partnerships to advance the growth of the economy in general. These developments have thus enhanced India’s ranking under the World Bank’s parameters of the “Ease of Doing Business”.

Extensive Trade Network
India has a wide network of numerous technical and management institutions with the highest international standards supported by regional and bilateral free trade agreements. Furthermore, there are diverse business partners to conduct the business. Such institutions originate exceptional human resources.
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