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-

-

unable to experience a similar spurt in their economic 

which reforms were introduced, especially with respect 

-

-

-

forty years, compelled by the balance-of- payment 

-

the bias in favour of excessive capital intensity and 

-

create an environment to provide a stimulus to export 

-

-

tions, India bound its customs duty on two thirds of 

-

-

ally allowed zero duty imports on substantially all trade 

-

-

-

-

-

-

-

by residents, except in case of a wholly owned sub-

-

-

non-exclusive licenses to provide cellular services in 

where entry restrictions have been phased out to em-
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-

1 Nevertheless, overall 

this has been a very impressive performance, which 

been accompanied by a decline in poverty ratio from 
2 and 

-

rise in per capita consumption and private investment 

-

-

-

to total output remained more or less the same, this 

does not imply that the sector did not contribute to 

4

-

contribution of services to total output has not been 

-

international trade over the past three decades pro-

-

the 2000s appear to have been more instrumental in 

-

the previous decade and facilitated the exporters to 

obtain inputs and intermediates at competitive prices 

-

information services
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side, this has resulted in increased reliance on IT and 

and ITES exports, coupled with their concentration in 

-

vices exports crucially depends on developments in 

-

-

that of services exports over the past three decades, 

-

vices imports in developed countries becomes a key 

climb the ladder and provide more value-added ser-

-

suppliers in a few locations and thus provide vast un-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

seeks to derive some of the important lessons learnt 

-

-

-

-

-

-

-



3CHAPTER I : OVERVIEW

national trade would have commensurate impacts on 

any, between the years of structural breaks in manu-

short-term relationships and causality between export 

-

-

sophisticated econometric tools to identify structural 

-

-

tion in the domestic market and improved the overall 

-

-

-

-

-

riculture sector have been used to protect consumers 

-

chapter is to discern how India has balanced the in-

-

-

-

zation has been to allow domestic prices to move in 

-

vent a steep hike in domestic prices due to transmis-

-

-

trade policy instruments, particularly customs tariff, as 

an alternative to buffer stocks for domestic price sta-

-

severe supply and price shocks at the domestic and 

-

-

-

-

-

The authors examine the impact of various diverse el-

-

tion, reduction in statutory pre-emption, prudential 

-

the allocation of funds and allowed the economy to 

-

forms that could increase competitive supply of funds 

to new entrepreneurs, credit rationed producers and 

conclude that the calibrated pace of reform ensured 

-

-

selected indicators of performance, the author com-
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-

-

-

-

-

-

of public sector banks was evident despite State 

-

time voluntary retirement scheme launched in 2000 

to downsize employment seems to have paid off in 

the form of improved total factor productivity down 

-

-

-

-

cerned was not hindered by the reforms undertaken in 

-
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A. Introduction

-

and persistently low contribution to total output and 

-

-

-

-

 This led to a whole stream of literature which 

-

cially intermediate products and consumer durables, 

the sector was provided in many other forms as well, 

-

-

-

-

-

-

-

-

-

-

tion period, especially the 2000s, was also a period 

-

-

-

important issue not only for India in terms of future pol-

-

successful stories with respect to trade 
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-

-

structural break has been fairly commonly used in the 

We also identify the years of structural break in the 

to further narrow down the subsets of polices within 

-

gradual shift in the 

sud-

den change -

et al. -

-

taken to reveal the cause-and-effect relationships be-

-

-

undertaken based on trade and production data for 

-

B. Cautious Liberalization and Change 
in the Composition of Trade

1. Reforms of 1991: Cautious and Selective

This may not be the case in many other develop-

-

sised heavy protection to the Indian industry as it 

-

-

-

-

the attitudes and direction of the industrial policy, 

-

-

positive list were either prohibited for imports or 

-

and low-priority imports, with particular emphasis 

-

export of any product, these rules provided excep-

tions to this fundamental principle on balance-of-

-

-

-

-

-

simplify the system, and many exemptions related 

-
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-

-

-

-

-

These items were earlier restricted to the extent that 

they could be imported without a licence only by actual 

-

-

-

-

2. Dismantling of Protection in 2000s

-

many administrative and import controls, these 

reforms were not uniform across the board and 

components were liberalised on a fast track, while 

import restrictions were maintained for most con-

-

-

Studies that estimated nominal and effective rate of 

-

were announced, such as the enhancement of Import 

cent across-the-board for all merchandise exporters, 

-

-

Table 1 Average tariffs and peak tariffs for
industrial products 1990-2008 (Percentage)

Source: 
Surveys

Tariff Year Simple Weighted Peak tariffs (%)

1990 81.69 49.55 Exceeded 200 

1992 57.45 27.89 150

1997 30.08 19.92 85

1999 33 28.61 35

2001 31.06 24.76 30

2004 27.87 20.95 25

2005 15.38 11.97 15

2007 13.22 8.6 12.5

2008 9.1 5.91 10

2009 9.43 7.21
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tariffs in industrial products were cut down from over 

Tariff protection declined much more slowly for con-

-

-

-

tile mill products and apparel and related products, 

Figure 1  Tariff Liberalization for capital goods,
consumer goods and industrial supplies

Source: 

3. Export Promotion Policies

-

were provided and schemes introduced to boost ex-

-

later abolished and more incentives were provided

-

-

duced whereby imports were linked to export obli-

-

where investment in plant and machinery could not

4. Composition of Real Exports and

Real Imports

-

followed by substantial tariff reduction across the 

-
10 of 

-

-

tures therefore increased much faster than exports of 
11

Figure 2 Real exports and real imports of
manufactures in India (Rs crore)

Source: 

Tariff Liberalisation (Simple Averages): 1990-2009

0.0

10.0

20.0

30.0

40.0

50.0

60.0

70.0

80.0

90.0

1990 1992 1997 1999 2001 2004 2005 2007 2009

Industrial supplies not elsewhere speci ed

Capital goods (except transport equipment), and pa

Consumer goods not elsewhere speci ed

Real exports and Real Imports of Manufactures 

0

20000

40000

60000

80000

100000

120000

140000

1972-7
3

1975-7
6

1978-7
9

1981-8
2

1984-8
5

1987-8
8

1990-9
1

1993-9
4

1996-9
7

1999-0
0

2002-0
3

2005-0
6

2008-0
9

R
s

C
ro

re
s

Real Exports Real Imports



10 TWENTY YEARS OF INDIA’S LIBERALIZATION: EXPERIENCES AND LESSONS

-

-

-

In spite of all efforts put in since independence for

-

-

-

Table 2 Reduction in tariffs and number of domestic peaks 1996-2008 (Percentage)

Product Name Simple average Weighted average
Number of domestic 

peaks

1996 2000 2008 1996 2000 2008 1996 2008

Food and kindred products 54.2 37.7 37.7 41.2 38.9 11.7 132 2003

Tobacco manufactures 52 35.6 35.6 52 38.5 32.3 0 20

Textile mill products 50.1 9.4 9.4 45.7 27.9 9.2 0 0

Apparel and related products 50.7 10 10 51.5 37.6 10 0 0

Lumber and wood products 26.7 9.0 9.0 13.7 7.7 5.6 0 0

46.9 9.9 9.9 46 34.8 10 0 0

Paper and allied products 29.7 9.6 9.6 8.2 16.1 7.3 0 0

Printing, publishing, and allied 26.4 8.1 8.1 22.5 24.9 8.3 0 0

Chemicals and allied products 39.8 8.3 8.3 35.7 32.5 6.6 0 152

20.6 8.1 8.1 12.1 17.3 6.9 0 0

Source: 

Figure 3 Imports and exports of manufacturing
sector (percentage)

Source: 

Decompostion of India’s imports (%)
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Table 3 Sectoral contribution to total manufactures exports (Percentage)

Table 4 Sectoral contribution to total manufacturing imports (Percentage)

1970 1980 1990 2000 2009

TOTAL 100 100 100 100 100

Coke, petroleum products and nuclear Fuel 1 0.5 3.1 3.7 14.8

Non-metallic mineral products 3.3 9.3 16.8 19 11.4

Chemicals and chemical products 3.9 5.8 9.5 10.9 11.1

Basic metals 18.6 8.3 6.2 5.8 10.4

Wearing apparel, dressing and dyeing of fur 2 9.4 15.3 15.3 7.5

Textile products 27.3 19.4 16.2 14.5 6.5

Motor vehicles, trailers and semi-trailers 2 3.5 2.3 2.4 6.3

Electrical machinery and apparatus, N.E.C 1.2 2 1.7 2.3 5.8

Machinery and equipment N.E.C. 2 3.7 3.8 3.1 4.5

Food products and beverages 19.8 18.8 9.2 7.5 3.4

Fabricated metal products 1.8 3.2 2.1 2.7 1.8

Leather and related products 6.4 6 6.1 2.9 1.3

Tobacco and related products 2.4 2.5 0.9 0.5 0.6

Others 8.3 7.6 6.7 9.4 14.6

1970 1980 1990 2000 2009

TOTAL 100 100 100 100 100

Coke, petroleum products and nuclear fuel 7.7 44.6 27.3 39.6 34

Machinery and equipment, N.E.C. 16.2 7.3 9.6 8.6 9.9

Chemicals and chemical products 12.8 10.8 12.3 9.3 9.9

Electrical machinery and apparatus, N.E.C 4.3 2.2 4.4 5.1 9.3

Basic metals 15.7 10.6 10.6 5.7 8.2

Non-metallic mineral products 2.1 5 9.1 11.2 6.8

Motor vehicles, trailers and semi-trailers 3 3.8 3.9 2.2 4.7

Food products and beverages 3.1 7.6 1.1 3.3 2.8

Textile products 8.3 1.8 2.1 2.6 1.3

Paper and paper products 2.3 1.6 2.1 1.5 0.9

Others 24.5 4.7 17.5 10.9 12.2

Leather and related products 6.4 6 6.1 2.9 1.3

Tobacco and related products 2.4 2.5 0.9 0.5 0.6

Others 8.3 7.6 6.7 9.4 14.6

Source: 

Source: 
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-

exports and imports reveals some valuable informa-

-

the share of these industries in the export basket has 

such as petroleum products, chemical and chemical 

-

parels, motor vehicles and electrical machinery and 

-

-

-

-

cal machinery and apparatus, non-metallic mineral 

indicates that there was a rise in import competition 

C. Structural Breaks in Manufacturing 
Growth

12

-

-

-

-

Figure 4 Growth in manufacturing real value added

Source: 

-

-

sector but were accompanied by a fall in the decadal 

-

Manufacturing Value Added at Constant Prices (1999-2000)
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-

et al. -

from the literature on this issue as most studies, us-

-

-

-

J-curve of Productivity 

Growth

-

context, it becomes utmost important to identify the 

This may be of interest to not only Indian policymakers 

-

-

concludes that the removal of some of the barriers to 

of breakpoints and their exact location in the data se-

and can identify structural break only with reference 

et al.

sudden 

shift, or instantaneous shock that shifts the mean of 

 model, and 

gradual shift -

-

-

els are that they can identify more than one structural 

break in the series and also identify the years of the 

We apply these tests to identify structural breakpoints 

-

Manufacturing 
sector

Organised 
manufacturing 

Unorganised
manufacturing 

1950s 5.6 6.3 5.0

1960s 5.7 7.0 3.9

1970s 4.2 4.1 4.3

1980s 6.0 8.0 3.4

1990s 5.4 5.9 4.4

2000–07 7.4 7.8 6.6

Table 5 Decadal growth in value added in
manufacturing sector of India at
1999–2000 constant prices (Percentage)

Source: 

Note: 
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-

14  models 

-

-

forms appear to have played a very important role in 

show that there were two structural breaks in the val-

-

-

-

entry into de-licensed industries also enhanced do-

-

breaks may occur due to combinations of various fac-

tors which may be internal as well as external to the 

it cannot be conclusively said that the structural break 

-

-

-

-

is probably the reason for lack of any structural break 

-

the year 2001 is an important result, as in the 2000s 

-

-

more drastic and broader in scope than the reforms of 

-

in the tariff structure, the effective rate of protection 

-
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effective as many non-tariff barriers were lowered 

break that persists in its effect on total manufactur-

-

tural breaks and effectiveness of trade policies in the 

also assess the effectiveness of these policies with 

-

dertake similar analysis with respect to real exports 

and real imports of manufactures to identify the years 

-

-

-

-

-

time and incentives have been introduced for export 

demand may have been more important in this dec-

may have contributed were removal of items such as 

-

-

ter 2001 when across the board tariffs in the manu-

-

Value added in
Breakpoints
by AO model

T-Stat 
(P-value)

Breakpoints
by IO model

T-Stat 
(P-value) 

Value added total manufacturing sector
1977 10.99(0.00) 1974 1.28(0.20)

1997 6.52(0.00) 1991 2.80(0.007)

Value added in organised manufacturing sector using 
1991 6.29(0.00) 1986 1.98(0.06)

1998 4.74(0.00) 2001 2.21(0.03)

Table 6 Break points using AO and IO models in real manufacturing value added 

Figure 5 Structural breaks in value added of
total manufacturing sector: IO model

Figure 6 Structural breaks in value added of
organised manufacturing sector: IO model
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The year 2001 was also an important break point for 

-

-

were followed which, produced the desired results in 

D. Is Manufacturing Growth an
Export-Led Growth or an
Import-Induced Growth? 

-

sue, especially at times of increased volatility in the 

where in a particular economy demand drives the eco-

countries produce below their productive capacities 

-

-

ity and lead to better allocation of resources based 

-

-

-

els can reduce dependency on other markets which 

-

-

-

-

export performance can be a result of successful de-

Breakpoints by AO model T-Stat  (P-value) Breakpoints by IO model T-Stat  (P-value) 

Real exports
1996 2.96(0.01) 1974 1.59(0.12)

2001 4.96(0.00) 2001 3.25(0.00)

Real imports 
1974 1.82(0.07) 1975 2.05(0.04)

2002 8.12(0.00) 2003 4.65(0.00)

Table 7 Structural breaks in real exports and real imports
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enable the creation of new domestic varieties and 

imports of consumer durables can lead to increase in 

-

-

lead to reduced output and adversely affect productiv-

-

-

Figure 7 Manufactures exports and imports as
a percentage of organised manufacturing 

utput at current prices

Source: 
Survey of Industries and exports and imports form 

-

which draws attention is the direction of causality in 

-

-

-

term and short-term relationships and causality between

-

-

-

theories typically stress that the causality runs from 

home-factor endowments and productivity to the sup-
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Growth
in real 
exports

Growth
in real 

imports

 Growth in real 
value added
in organised

manufacturing 
sector 

Growth
in real 

per capita 
income

1970s 7.5 1.9 4.1 1.4

1980s 7.0 4.2 8.0 3.2

1990s 10.7 13.3 5.9 3.6

2000–09 10.2 21.0 7.8 5.4

Table 8 Average annual growth rate in real exports,
real imports, and real value added in
manufacturing and per capita income 

Source:  

Note:  Growth rates for each year are arrived at by
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-

-

et al.

-

-

-

ry of production, real output is taken as a function of 

The inclusion of exports as an additional input pro-

vides an alternative to capture total factor productiv-

productivity can be rewritten as a function of exports 

-

-

-

-

terpretation as it would represent output produced 

-

-

-

 The 

-

tures are used to arrive at the constant price series 

-

20 Exports and imports 

Handbook of 

Statistics

and import unit value index have been used to arrive 

-

-

-

Y K

M is real imports of 

manufactures, X is real exports of manufactures, L is 

Since we have relatively small number of observations 

to test this hypothesis, we use K L

The results of stationarity tests show that all series, 

real output, real output net of exports, real imports and 

real capital-labour ratio are found to be non-station-
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-

-

-

with real output and real output net of exports as the 

21 

-

-

To test the causality of relationships, we undertake 

-

sality tests reported in Table 10, which show that the 

-

-

-

-

-

that output for domestic market may not be too de-

that there exists, two-way relationships between ex-

-

-

imports can be interpreted as lack of domestic link-

-

et al.

-

the country under preferential tax schemes, which al-

lows tax-free entry of imported inputs and raw materi-

-

LN K/L LN EXP LNIMP Constant

_ce1 real LN output

0.42*** 0.19 0.35*** 2.75

0.086 0.12 0.10

Z 5.33 1.63 3.33

P 0.00 0.13 0.001

_ce1 real LN output net of exports

0.53*** 0.21 0.43** 1.13

0.15 0.20 0.17

z 3.59 1.03 2.52

P 0.00 0.30 0.01

Table 9 Results of co-integrating equations
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-

-

rated by the results arrived at by other studies for India 

et al. -

causal relationship between these variables in case of 

-

Imports of manufactures, on the other hand, are found 

-

-

-

-

durables increase domestic competition and may fur-

Dependent variables Independent variables Chi2 Causality

Output growth Export growth 0.13
Growth in real exports does not Granger 
causes growth in real output 

26.4***
Growth in real imports Granger causes growth 
in real output 

Export growth Output growth 1.66***
Growth in real output Granger causes growth 
in real exports 

0.003
Growth in real imports does not Granger cause 
growth in real exports 

Output growth 1.49
Growth in real output does not Granger cause 
growth in real imports

Export growth 2.11
Growth in real exports does not Granger cause 
growth in real imports

Growth in output net of exports Export growth 3.86
Growth in real exports does not Granger cause 
growth in real output net of exports 

9.25*
Growth in real imports Granger causes growth 
in real output net of exports

Export growth Growth in output net of exports 8.05**
Growth in real output net of exports Granger 
causes growth in real exports

10.21**
Growth in real imports Granger causes growth 
in real output net of exports

Growth in output net of exports 5.03
Growth in real output net of exports does not 
Granger cause growth in real imports

Export growth 9.44**
Growth in real exports Granger causes growth 
in real imports

Growth in output Growth in per capita income 12.35***
Growth in per capita income Granger causes 
growth in real output

Growth in per capita income Growth in output 19.4
Growth in real output Granger causes growth 
in per capita income

Table 10 Results of Granger non-causality tests between real output, real output net of exports, real exports
and real imports
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et al.

-

taken as a function of domestic demand and external 

f

-
22 -

-

in period t

-

the impact of slowdown in external demand on the 

sector in the last decade can be explained more by 

-

-

E. Success Stories within
Manufacturing Sector

The results with respect to structural breaks and co-

-

-

tries and may help identify success stories of indus-

whether these were also the industries where exports 

-

-

-

curred, apart from petroleum products sector, in 

-

-

were wood and wood products, petroleum products, 

-

addition do not appear in the list of the industries with 

much more important role than external demand in 
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industries where the contribution of exports to total 

-

eral products, chemical and chemical products and 

value addition in all the four industries has declined 

while their contribution to total imports has increased 

with contribution of these industries to total exports 

-

motor vehicles, electrical machinery, fabricated metal 

-

AVG11980s AVG191990s AVG 2000s

Coke, petroleum products and nuclear fuel -0.1 0.6 19.4

Motor vehicles, trailers and semi-trailers 6.9 14.8 16.5

Fabricated metal products 1.9 13.4 15.5

Wood and wood products 7.5 -13.5 14.8

Furniture and other manufacturing N.E.C. 4.1 29.7 13.0

Leather and related products 5.1 9.5 13.0

4.8 5.8 12.8

Electrical machinery and apparatus, N.E.C 9.7 15.8 12.3

Other transport equipment 6.6 10.2 11.9

Food products and beverages 18.6 8.6 11.1

Medical, precision and optical instruments 11.6 0.7 10.5

Paper and paper products 3.1 4.3 9.8

Publishing, printing and related activities -1.9 0.7 9.3

Wearing apparel, dressing and dyeing of fur 14.3 15.5 9.0

Textile products 4.9 12.8 8.0

Machinery and equipment N.E.C. 5.7 14.0 7.1

Non-metallic mineral products 8.6 9.5 7.1

Chemicals and chemical products 11.1 10.1 3.8

Basic metals 0.5 17.5 3.3

Radio, television and communication equipment 28.1 14.8 1.8

Tobacco and related products 1.7 7.7 -1.4

Rubber and plastic products 8.0 8.5 -2.0

Others 5.5 10.1 8.5

Total manufacturing 6.5 11.5 8.7

Table 11 Sectoral average annual growth in real value added in organised manufacturing sector (percentage)

Note: 
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-

could be because of the rise in tariffs for this indus-

rise in exports over time is fuelled by rise in imports 

also indicates that the nature of import in these indus-

-

are potential cases of increased import intensity of ex-

-

sector and the domestic economy is unable to reap 

There has been a drastic fall in tariffs of these industries 

Some industries have witnessed a fall in their value 

be the intense competitive pressure on prices on ac-

-

been over-protected in terms of its imports of interme-

-

-

tic demand for the manufactures as the per capita 

-

-

-

-

-

-

F. Conclusions and Broad Lessons from 
Indian Experience

-

-

-

which have limited tools of development at their dis-

-
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-

-

tion differed considerably in its extent and spread from 

policy followed by India can be described as cautious 

duties on raw materials and intermediate products in 

-

viation of tariffs within the industry increased in many 

-

-

-

-

Average annual
growth rates of real 

value-added

Contribution to total 
manufacturing

imports

Contribution to total 
manufacturing

exports
Simple average tariffs

1990s 2000s 1990 2009 1990 2009 1996 2000 2008

High-growth industries

Coke, petroleum products 
and nuclear fuel

0.6 19.4 3.1 14.8 27.3 34 20.6 8.1 6.73

Motor vehicles, trailers
and semi-trailers

14.8 16.5 2.3 6.3 3.9 4.7 39.4 48.3 20.91

Electrical machinery and 
apparatus, N.E.C.

15.8 12.3 1.7 5.8 4.4 9.3 30.9 27.2 6.9

Fabricated metal products 13.4 15.5 2.1 1.8 25 30.4 9.92

Food products and
beverages

8.6 11.1 9.2 3.4 1.1 2.8 54.2 37.7 41.19

Growth declines 

Non-metallic mineral 
products

9.5 7.1 16.8 11.4 9.1 6.8 9.08

Chemicals and chemical 
products

10.1 3.8 9.5 11.1 12.3 9.9 39.8 8.3 8.3

Basic metals 17.5 3.3 6.2 10.4 10.6 8.2 25.3 30.8 5.17

Wearing apparel, dressing 
and dyeing of fur

15.5 9 15.3 7.5 50.7 10 10

Textile products 12.8 8 16.2 6.5 2.1 1.3 50.1 9.4 9.8

Table 12 Average annual growth in value added, contribution to exports and imports and tariffs
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This indicates that it is plausible that the reforms of 

-

-

-

-

-

-

ered speed after 2001, when across-the-board tariffs 

in manufactures, especially consumer durables, were 

consumer durables and a spurt in imports of capital 

not seem to have played an important role in terms of 

shoes, toys and auto components, from the small-scale 

-

-

-

-

-

are real exports, real imports, real capital stock and 

-

-

-

-

results with respect to causality also show that in the 

-

-

-

experienced increase in their contribution to total ex-

wood and wood products, medical precision and opti-

-

The success stories at the sector level include in-

-

-

-

ries which have witnessed a fall in their value added 

-

-

down in external demand, but that could have been 

overcome by the domestic market as in the case of 
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-

-

external sector and the domestic sector is unable to 
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A. Introduction

-

-

-

-

modities levels of export and import were determined 

-

-

trade was further liberalised with the implementa-

process was accelerated after India lost the dispute 

-

lowed by the new export-import policy  announced 

serious debate commenced on the impact of trade 

-

protection to the domestic industry and downward 

expected to improve terms of trade and export pros-

The more intense debate on the impact of trade 

-

-

-

reallocation of resources based on the principle of 

et al.

-

Nayyar and 
Sen, 

-

torted and do not represent true opportunity cost of 

volatility to domestic prices, which is not considered 

favourable to consumers and producers in develop-

-

about implications of openness for food security and 

-

-

-

-
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-

-

et al -

-

-

and the ratio of domestic to international prices shows 

scenario shifts from export surplus to import depend-

to look at the effects of openness on producers, con-

sumers and various economic aspects over a period 

It has now been almost two decades since India 

embraced economic openness as a part of the new 

-

-

prices and consumer expenditure rise and demand is 

in lowered domestic prices is favourable to consumers 

-

-

-

-

B. Trade Policy Changes Since 1991

and import of most commodities was determined by 

-

-

sis on export-oriented production, and the production 

-

-

-

-

in trade policy were undertaken to provide a stimulus 

The scope of canalization for both exports and im-

-

-

sion of new trade measures was seen in the Export-

features of the policy were that trade was free except 

-
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Commodity
Commodities covered in different periods

1992–97 1997–2002 2004–09 2007–11

Wheat Free, subject to QC and MEP Free s.t. QC Free Ban, 

Rice Free s.t. QLs and MEP Free Free lifted in 2011

Maize for feed Free Free Free Ban, 

Maize Free s.t. QC and MEP Free s.t. QC Free relaxed/lifted in 2011

Rapeseed /mustard Restricted Free Free

Restricted Free Free

Groundnut
which is free 

Free Free

Milk Restricted Restricted Free

Poultry meat Free Free Free

Free Free Free

Eggs Free Free Free

Cotton Regulated Free Free

Free s.t. QC Free s.t. QC Free

Coffee Free Free Free

Tea Free Free Free

Commodity 1992–97 1997–2002 2004–09

Wheat, rice, maize Canalised
Canalised till 1999, then freed.
Again canalised from 2002

Canalised/free

Maize for feed Free, for poultry units Free, for poultry units Free, for poultry units

Rapeseed-mustard seed, soybean 
seed, groundnut seed

Canalised Canalised till1999. Then freed Free

Milk
whole milk restricted restricted

Free

Poultry meat Restricted Restricted Free

Restricted Restricted Free

Eggs Restricted Restricted Restricted

Cotton Restricted Free Free

Free Free Free

Tea Restricted Restricted Free

Coffee Restricted Restricted Free

Table 1 Changes in Export Policy for selected agricultural commodities during 1992–2011

Table 2 Changes announced in import policy for selected agricultural commodities during 1992–2009

Source:  
.
.

Source: 
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The new policy was the most liberal trade policy re-

-

-

-

tural exports and imports in the country were strictly 

-

the value or nature of import or exports, except for 

export of onion and import of cereals, pulses and ed-

-

-

-

Commodity
1990–91 

and 
1991–92

1993–94 1994–95 1995–96
1996–
2000

2000–01 2001–02 2003–04 2009–10
Bound 
tariff

Rice (non-basmati) 0 0 0 0 0 92 77 70–80 80 70

Wheat 0 0 0 0 0 108 100 100 Free 100

Maize 0 0 0 0 0 60 50 50 50 70

60 85 65 50 50 35 35 30 30 45

Rapeseed/ mustard 60 85 65 50 50 35 35 30 30 100

Groundnut 60 85 65 50 50 35 35 30 30 100

35 85 65 0 50 100 60 60 150

Tea 100 10 10 10 10 15 70 100 100 150

Coffee 100 10 10 10 10 15 70 100 100 100

Milk 60 85 40 50 0 30 35 30 30 100

100 10 10 10 10 35 35 30 30 100

Eggs 100 85 65 40 30 35 35 30 30 100

Cotton 35 45 65 50 45 35 5 30 30 Unbnd

Palm oil, Groundnut,
100 85

75/85
85/100

Free/
7.5

300

Rapeseed oil 75 75 75 Free 75

Pulses 10 10 10 10 10 5 5 10 Free 100

Onion 100 10 10 10 10 10 10 5 5 100

Table 3 Import tariff and bound rate on agricultural commodities

Source: 
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market opportunities

intermediaries, components, consumables 

production

products at reasonable prices

-

transparency 

transaction costs

duties and levies should not be exported

employment opportunities, particularly in 

country enters into in order to enhance its 

exports

-

produce and their value-added products

scheme

material liberalised

extracts to promote export of medicinal plants and 

herbal products

-

-

-

are based on the premise that India has vast poten-

tial for export and emphasise the need to harness this 

-

-

rary supply shocks, such as in the case of cotton and 

-

-
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of trade policy to insulate its domestic market from 

-

-

-

C. Trade Flows

demand from imports, and imports constituted close 

-

-

third and the ratio of import to domestic production 

-

-

divided by total domestic production are better indi-

-

-
24 has followed a steady 

-

-

-

-

-

-

-

-
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Figure 1 Trade in agriculture food products
1981-82 to 2009-10

Source: st edition,

.
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Figure 2  Ratio of trade to output of
agriculture sector

Source: 

.

Figure 3 Global Food Price Index base
 2000=100

Source: 

Unlike export, the ratio of import to domestic produc-

decade, the ratio of import to domestic output more 

association between import share in domestic pro-

Table 4 Linear correlation between trade ratios
and global food price index

-

-

There was a dip in the net trade for some time from 

sharp increase in absolute value as well as in relation 

like exports, the ratio of net trade to domestic output 

closely followed the movement in international food 

-

-

-

D. Changes in composition of trade

-

-

and coffee, which were important traditional export 

-

-

-

-
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dependence on imported edible oil and attain self-

-

-

pendence, the impressive performance of oilseed sec-

-

-

-

E. Integration between Domestic and 
International Prices

-

lated from the world market by various instruments 

-

Trend
growth rate

Composition: %

1991–92 to 
1994–95

2006–07 to 
2009–10

1991–92 to 
1994–95

2006–07 to 
2009–10

Change in share

Cereals 384 2940 14.54 16.4 25.8 9.33

Pulses 18 129 14.18 0.8 1.1 0.38

Tea and coffee 564 1006 3.93 20.7 7.0 -13.74

166 1123 13.59 6.1 7.8 1.72

Horticulture 507 1942 9.36 18.7 13.5 -5.13

Livestock 109 1318 18.06 4.0 9.2 5.17

Oilseed and oil meal 740 3032 9.85 27.2 21.1 -6.11

66 798 18.11 2.4 5.6 3.14

Cotton and jute 110 1659 19.82 4.1 11.6 7.51

Miscellaneous 54 402 14.31 2.0 2.8 0.81

Tobacco 136 615 10.55 5.0 4.3 -0.74

Total agriculture 2718 14349 11.73 100.0 100.0 —   

Table 5 Changes in composition of agricultural exports from 1991–92 to 2009–10

Source: Agricultural Statistics at a Glance
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The ratio of trade to domestic production was below 

-

-

-

F. Free Trade versus Strategic
Opening Up

-

-

The guiding principle for the opening up has been to 

allow domestic prices to move in tandem with the 

trend in global prices but insulate against sharp spike 

and troughs

-

-

-

Import: million $
Trend

growth rate

Composition: Per cent

1991–92 to 
1994–95

2006–07 to 
2009–10

1991–92 to 
1994–95

2006–07 to 
2009–10

Change in share

Cereals 131.6 569.0 10.3 15.1 7.7 -7.4

Pulses 147.4 1412.3 16.3 16.9 19.0 2.2

Tea and coffee 0.0 40.8 0.0 0.0 0.6 0.6

10.4 237.3 23.2 1.2 3.2 2.0

Horticulture 222.1 1028.4 10.8 25.4 13.9 -11.5

Livestock 6.5 9.7 2.7 0.7 0.1 -0.6

Vegetable oil 106.1 3493.2 26.2 12.1 47.1 35.0

182.0 345.8 4.4 20.8 4.7 -16.2

Cotton and jute 68.0 280.8 9.9 7.8 3.8 -4.0

Total agriculture 874.2 7417.3 15.3 100.0 100.0 --

Tobacco 136 615 10.55 5.0 4.3 -0.74

Total agriculture 2718 14349 11.73 100.0 100.0 —   

Table 6 Changes in composition of agricultural imports: 1991–92 to 2009–10

Source: Agricultural Statistics at a Glance

Period Maize Rice Wheat Sugar

1981–1995 0.122 0.165 0.198 0.286

1996–2009 0.753 0.808 0.835 0.877

Table 7 Correlation between domestic and
world prices of selected commodities 

Note: 

Source: 
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-

-

-

-

-

-

-

G. Trade Openness and Regional Equity

implies that cereal prices in the domestic market have 

-

-

-

states also differ in terms of economic development, 

the staple food in some states while wheat is the prom-

-

-

-

tionship between the per capita income of a state and 

Policy instrument Year Wheat Rice Groundnut oil Sugar

2001
2009

127
224

173
555

190
400

2001
2009

50
0

80
70

75–85
0

60
0

Export
2001
2009

Free
Banned

Free
Non-basmati: ban

Basmati: MEP

Free
Banned or
Restricted

Free
Banned

2001
2009

5.2
17.6

4.1
11.1

5.6
35.5

6.1
59.9

Table 8 Trade and price policy during different phases of global prices

Source: 
Abbreviations:  
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H. Trade versus Stock for Price
Stabilization

-

er, this involved a heavy cost in terms of procurement, 

-

domestic producers, and when international prices 

-

vasan found the trade option to be superior to buffer 

-

prices, any comparison of trade option with stock op-

economical than buffer stock for domestic price sta-

-

-

-

-

The comparison of trade option with the policy of buff-

er stock for the domestic stabilization of wheat price 

-

tic supply fell short of the trend, in 10 years the cost 

-

-

of price stabilization, then its comparison with the net 

price that can be earned from sale of produce in the 

years, the price realised from export was lower in 10 

-

output was short of the trend, import was more cost-

effective option than domestic stabilization in only 2 

-

tual output exceeded the trend, domestic producers 

-

-

of trade, buffer stock continues to be an important in-

Particular
Production scene: Wheat Production scene: Rice

Above normal Below normal Above normal Below normal

Frequency Frequency

Target of stabilization Producers Consumers Producers Consumers

Trade better option than 
buffer stock

1 5 2 5

Buffer stock better option 
than trade

10 11 10 9

Table 9 Frequency distribution of superiority of trade v/s buffer stock as stabilization measures (1974–2000)

Source: 
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I. Opening Up and Crisis Management

-

-

-

escape the wrath of food crisis on its domestic food 

 (percentage)

-

-

-

-

-

for the purchase of produce, commonly known as 

-

-

-

-

-

 (percentage)
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-

-

market

instability

and supply situation

-

-

this cannot be done without appropriate institutional 

J. Balancing Producers and Consumers 
Interest

Table 10 presents some important characteristics of 

-

-

-

resources and income and not in a position to bear 

-

-

-

-

-

-

-

-

-

increase in income will affect both the incidence of 

country is vulnerable and not in a position to ab-

prices, which is favourable for producers and ad-

Average size of land holding; hectare 1.30

83.0

53.0

Rural
Urban

57
44

Population below poverty (2004–05) based on 1$/day 
income

41.6

Table 10 Some important characteristics of
producers and consumers in India 
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-

national prices, which is favourable for consumers 

Import duty is kept low when international prices are 

the system of minimum support price implemented 

-

-

the second situation, consumers cannot source a 

product at a lower price on account of import re-

-

K. Conclusions

This has resulted in substantial increase in surplus 

-

-

in traditional items of trade such as tea and coffee or 

-

-

-

-

relation between domestic and international prices of 

-

followed till now has been to open economy and allow 

domestic prices to move in line with the trend in the 

-

tic prices of cereals and oilseeds have come closer to 

level of economic development, their per capita in-

-

-

-

of cases buffer stock is a better option than trade 

-

-



42 TWENTY YEARS OF INDIA’S LIBERALIZATION: EXPERIENCES AND LESSONS

trade, but the trend and volatility in prices need to 

This necessitates prompt policy action to maintain 

price situation, rather than free trade, is very 

Trade policy can be a very useful instrument in 
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A. Introduction

-

-

-

-

without any reference to the road condition is intrinsi-

-

-

interventions or nationalizations of private institutions, 

-

-

-

-

-

-

rowers have different probability of repayment but 

-

-

-

-

tablished, in some sense, a role for a visible hand of 

-

-

it has been shown that intrinsic imperfections of any 

-

-

-

-

-

While it would be impossible and unwarranted to sum-

-

tion in the present chapter, it needs to be appreciated 

that in popular parlance, discussion of issues related 

versus

-

sions are not representative depiction of empirical reality 

-
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-

and freer movement of interest rates, institutional devel-

-

current and capital account in the external payments 

-

-

-

nancial repression in all the four spheres that we have 

-

-

ticularly in view of the favourable outcome as well as 

context, Section 2 traces the development of the Indian 

-

B. The Pre-1990’s Financial Scenario: 
Achievements and Pitfalls

1. Financial Intermediaries

-

reasonably free, there were a number of instances of 

-

-

source mobilization and allocation of scarce credit in 

-

control over banks was announced to secure a bet-

the momentous events that shaped the philosophy of 

-

 Efforts towards extension 

Month year
Rural

centres
Semi-urban

centres
Urban

centres

Metropolitan
centres / 

port towns
Total

Population per

June 1969 1,443
(17.6)

3,337
(40.8)

1,911
(23.3)

1,496
(18.3)

8,187 65,000

December 1975 6,807
(36.3)

5,598
(29.9)

3,489
(18.6)

2,836
(15.1)

18,730 31,660

December 1980 15,105
(46.6)

8,122
(25.1)

5,178
(16.0)

4,014
(12.4)

32,419 20,481

December 1985 30,185
(58.7)

9,816
(19.1)

6,578
(12.8)

4,806
(9.4)

51,385 14,381

December 1990 34,791
(58.2)

11,324
(19.0)

8,042
(13.5)

5,595
(9.4)

59,752 13,756

Table 1 Expansion of commercial bank network

Source: 
Note: 
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extension all over India witnessed a number of policy 

formalization of the concept of priority sector and re-

-

-

-

-

-

-

The share of rural credit in total continued to expand 

for another half a decade because bank nationaliza-

-

policies such as directed credit or interest subsidies 

Figure 1 Shares of rural deposits and credits 

Chart 3: Share of rural credit (%) in total credit

Chart 1: Share of rural deposit (%) in total deposits

Chart 4: Bank Deposits / Domestic Saving (%)

Chart 2: Rural deposit/Domestic saving (%)

Chart 5: Bank Credit/ Domestic Saving (%)
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followed the same pattern as that for rural deposit and 

rapidly in the decade after nationalization, after which 

deposits plateaued out while credit declined relative 

-

effects of nationalization were limited to one decade, 

-

Earlier studies have postulated a number of distinct 

-

come of the branch expansion pursued actively after 

-

-

 That is to say, a fall in 

population per bank branch tended to have positive 

 While such evidence is more sympto-

matic as to identify the importance of nationalization 

-

-

-

Figure 2 Saving Trajectory (percentage of GDP) 

Source:  Handbook of Statistics on Indian Economy

Phases Periods
  Aggregate

saving (% of GDP)

1. Low saving phase 17 Years: 1950–51
to 1967–68

11.1

2. Phase of acceleration 
in savings 

11 Years: 1968–69
to 1978–79

16.5

3. Decelerating phase
in savings 

5 Years: 1979–80
to 1983–84

18.7

4. Recovery phase
in saving

12 years: 1985–85
to 1995–96

21.7

5. New high phase 14 Years: 1996–97
to 2009–10

28.6

Table 2 Phase-wise saving rates

Source: Handbook of Statistics 
on Indian Economy

Note: 
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-

-

-

ation,

Figure 3 Increasing pre-emption of commercial banks’ resources

Figure 4 Private credit/total credit (Percentage)

Year (end-March)
Deposit interest rates

SBI advance rate
Central government
securities primary 

yield 1 to 3 years 3 to 5 years More than 5 years

1971 6.00–6.5 7.0 7.25 7.0-8.5 ..

1975 6.75–8.0 7.75–9.0 8.00–10.00 9.0-13.5 5.67

1980 7.0 8.5 10.00 16.5 ..

1985 8.00–9.0 10.0 11.00 16.5 9.98

1990 9.00–10.0 10.0 10.00 16.5 11.49

Table 3 Structure of interest rates (Percentage)

Source: 

-

-

-

-
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and increase in statutory pre-emptions all had an ad-

-

-

-

via al-

-

-

2. Financial Markets

-

ey, bond and forex market was rather limited till mid-

-

ad hoc

securities was non-existent and there was hardly any 

-

-

are three potential reasons for this, which need careful 

Year SBI Nationalised banks
Other Indian scheduled 

commercial banks 
Aggregate

1970 (Jan–Dec) 0.48 0.64 0.65 0.59

1975 (Jan–Dec) 1.19 0.57 0.59 0.77

1980 (Jan–Dec) 0.86 0.56 0.59 0.66

1985 (Jan–Dec) 0.08 0.06 0.13 0.07

1989–90 (Apr–Mar) 0.12 0.15 0.23 0.15

Table 4 Return on assets of commercial banks (Percentage)

Source: 
Note: 

Total
disbursements

of FIs

Resources
mobilised

by mutual funds

1970–71 to 1974–75 0.5 0.04

1975–76 to 1979–80 0.8 0.06

1980–81 to 1984–85 1.4 0.13

1985–86 to 1989–90 1.9 0.75

1989–90 (Apr–Mar) 0.12 0.15

institutions and resource mobilization
by mutual funds (Percentage of GDP)

Source: 



50 TWENTY YEARS OF INDIA’S LIBERALIZATION: EXPERIENCES AND LESSONS

-

in the establishment and operation of domestic mutual 

3. External Account

-

-

-

-

-

-

lateral and bilateral sources, mostly on concessional 

-

-

-

-

-

the hawala

-

-

companied by a fall in private remittances, travel and 

-

-

-

-

-

C. Financial Liberalization since 1990: 
Institutions and Markets

-

-

monetary instrument to build up open market opera-

revision in the yield structure of Government securities 

The money market in India, however, was underde-

-

phased decontrol and development of money markets, 

-
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-

-
40

-

-

tablishment of newer institutions, introduction of newer 

instruments, and establishment of prudential norms for 

-

introduction of complementary reforms across sectors 

-

-

-

-

tionalised banks and market decontrol for everyone, 

-

-

1. Banks

from reports of two committees both of which were 

-

-

-

-

tor, and recommended measures like reduction in the 

take over the proportion of the bad and doubtful debts 

-
41 Nar-

asihmam II was devoted to prudential norms and other 

stability considerations and recommended prudential 

-

tions of bank boards to adopt professional corporate 

-

Lok Adalats 

debt recovery tribunals, asset reconstruction compa-

nies, settlement advisory committees, corporate debt 

-

-

(a) Interest Rate Deregulation

-

-

alization so as to ensure price discovery and trans-

-

-

-

-

-

-

-
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-

42 Typically, postal deposits tend to pull depos-

Year Call money rates
Deposit interest rates

SBI advance rate
Memo:

1 to 3 years 3 to 5 years Above 5 years

1990–91 15.85 9.00–10.00 11.00 11.00 16.50 10.3

1995–96 17.73 12.00 13.00 13.00 16.50 8.0

1996–97 7.84 11.00–12.00 12.00–13.00 12.50–13.00 14.50 4.6

1997–98 8.69 10.50–11.00 11.50–12.00 11.50–12.00 14.00 4.4

1998–99 7.83 9.00–11.00 10.50–11.50 10.50–11.50 12.00–14.00 5.9

1999–2000 8.87 8.50–9.50 10.00–10.50 10.00–10.50 12.00 3.3

2000–01 9.15 8.50–9.50 9.50–10.00 9.50–10.00 11.50 7.2

2005–06 5.60 6.00–6.50 6.25–7.00 6.25–7.00 10.25 4.5

2009–10 — 6.00–7.00 6.50–7.50 6.50–7.50 11.75 3.8

2010–11 4.51 8.25–9.00 7.75–9.50 7.75–9.50 8.25 9.6

Table 6 Structure of interest rates (Percentage)

Source: Handbook of Statistics on Indian Economy

Figure 5  Estimated margin between small savings
and money market interest rates

Source: 
Note: The differential is measured as the yield on a one-year 

recommended discontinuation of the popular Kisan Vi-

kas Patra

-

(b) Reduction in Statutory Pre-emption

-

-

Figure 6 Freeing of statutory pre-emption of commercial banks’ resources (1990 – 2010)

Cash Reserve Ratio (CRR) Statutory Liquidity Ratio (SLR)

Source: Handbook of Statistics on Indian Economy.
Note: 
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-

tions boosted the lendable resources of commercial 

(c) Prudential Measures and Health of Indian   

 Banking 

There have been a series of prudential measures on 

-

(d) Ownership Structure of Indian Banking

-
44 -

improved capitalization of public sector banks was 

-

sector banks since the initiation of reforms for recapi-

-

lion for the recapitalization of public sector banks in 

Nevertheless, due to the entry of new banks and an 

-

et 

al.

-

-

-

-

Eligible promoters

private sector, owned and controlled by 

Corporate structure

Gross NPAs 
(as % of gross 

advances)

Net NPAs 
(as % of net 
advances)

CRAR (%)

1998–99 14.7 7.6 11.3

1999–00 12.7 6.8 11.1

2000–01 11.4 6.2 11.4

2004–05 5.2 2.0 12.8

2009–10 2.4 1.1 13.6

Table 7 Non-performing assets and capital
position of Indian banking

Source: 
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Minimum capital requirement

Foreign shareholding

2. Development Financial Institutions

-

-

et al

-

-

came out the public issue of the bank, after which the 

-

3. Mutual Funds

the formation of UTI, at the initiative of the Govern-

entry of non-UTI, public sector mutual funds set up 

-

-

No Name of the bank
Share of

government
and RBI (%)

Share
of  others

(%)

1 Bank of Baroda 57.0 43.0

2 57.1 42.9

3 Vijaya Bank 57.7 42.3

4 Allahabad Bank 58.0 42.0

5 Andhra Bank 58.0 42.0

6 Oriental Bank of Commerce 58.0 42.0

7 Punjab National Bank 58.0 42.0

8 Dena Bank 58.0 42.0

9 Corporation Bank 58.5 41.5

10 59.4 40.6

11 65.1 34.9

12 65.9 34.1

13 65.9 34.1

14 Canara Bank 67.7 32.3

15 UCO Bank 68.1 31.9

16 69.5 30.5

17 Bank of Maharashtra 79.2 20.8

18 80.0 20.0

19 80.2 19.8

20 82.1 17.9

21 85.5 14.5

Table 8 Ownership structure of public sector banks

Source: 
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-

-

-

4. Non-Bank Financial Companies

companies, hire purchase companies and loan and 

-

over one-third of their total assets, followed by loans 

bear some similarity to banks in terms of asset com-

-

-

5. Insurance

-

-

-

2000 that the law was amended to allow private sec-

-

-

-

6. Financial Markets 53

-

-

Year UTI

Bank-
sponsored 

mutual 
funds

Fl-
sponsored 

mutual 
funds

Private 
sector 
mutual 
funds

Total
(2 to 5)

1990–91 4553 2352 604 .. 7509

1995–96 -6314 113 235 133 -5833

2000–01 322 249 1273 9292 11136

2005–06 3424 5365 2112 41581 52482

2008–09 -3659 4489 5954 -31425 -24641

2009–10 15653 9855 4871 48166 78545

Table 9 Net resources mobilised by mutual funds
(Rs. Crore)

Source: 
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Year
Life Non-life Total

Density (US $) Penetration (%) Density  (US $) Penetration (%) Density (US $) Penetration (%)

2001 9.1 2.15 2.4 0.56 11.5 2.71

2002 11.7 2.59 3.0 0.67 14.7 3.26

2003 12.9 2.26 3.5 0.62 16.4 2.88

2004 15.7 2.53 4.0 0.64 19.7 3.17

2005 18.3 2.53 4.4 0.61 22.7 3.14

2006 33.2 4.10 5.2 0.60 38.4 4.80

2007 40.4 4.00 6.2 0.60 46.6 4.70

2008 41.2 4.00 6.2 0.60 47.4 4.60

2009 47.7 4.60 6.7 0.60 54.3 5.20

Table 10 Insurance penetration and density in India

Source: 
Notes: 

Sources
2009–10 2010–11

Amount  (Rs. crore) Share (%) Amount  (Rs. crore) Share (%)

1.  Financial resources from banks         478,614 44.8        711,031 58.2

   (a) Non-food credit         466,960 43.7        681,501 55.8

          11,654 1.1          29,530 2.4

2.  Financial resources from non-banks (2a+2b)         588,784 55.2        511,006 41.8

    (a) Domestic sources         365,214 34.2        292,084 23.9

          31,956 3.0          28,520 2.3

        141,964 13.3          63,947 5.2

         3.  Net issuance of CPs subscribed to by non-banks           26,148 2.4          17,207 1.4

          28,485 2.7          38,386 3.1

          33,783 3.2          40,007 3.3

          60,663 5.7          67,937 5.6

          42,215 4.0          36,080 3.0

    (b) Foreign sources         223,570 20.9        218,922 17.9

           1.  External commercial borrowings           15,674 1.5          52,899 4.3

          15,124 1.4            9,248 0.8

          34,878 3.3          50,177 4.1

        157,894 14.8        106,598 8.7

    1,067,398 100.0     1,222,037 100.0

Table 11 Flow of Financial Resources to the Commercial Sector

Source: 
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-

-

(a) Money Market

-

verse and cover instruments as wide as call money, 

-

-

rate is purported to be kept within the corridor of repo 

money market is essentially for banks, a new prod-

-

-

-

introduced as a low-cost alternative to bank loans in 

short-term unsecured promissory note with maturity 

Figure 7 Repo, Reverse Repo and Call Money Rates

-

covered interest parity is found to hold for while un-

(b) Bond Market

-

G-Secs was done away with in the initial phase of re-

the transition to a market-related interest rate sys-

ad hoc Treasury bills and the introduction of Ways and 

-

-

these were essentially market driven and were con-

to the de facto

the era of the ad hoc

left little manoeuvrability for the conduct of monetary 

system, multiple-price auction system has been used 

Government dated securities on a selective basis from 

a predominant share of State Government market 

-

In terms of institutional development, establishment 

-
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and undertake other related activities that would help 

-

-

basic interest is not to hold G-Secs but to participate in 

In some sense, developments in corporate debt 

bond market was dormant on account of control on 

interest rates for corporate bonds as well as limited 

-

-

-

-

velop the corporate bond market in India, such as 

domestic corporate bonds has recently been raised 

-

ment in infrastructure bonds with a residual maturity 

-

-

-

-

-

1992 1996 2003 2009

1.   Outstanding stock  (Rs. in billions) 769 1375 6739 13589

2.   Outstanding stock as ratio of GDP (per cent) 14.7 14.2 27.3 25.5

3.  Turnover/GDP (per cent) — 34.2 202.9 332.6

4.  Average maturity of the securities issued during the year (in years) — 5.7 15.3 13.8

5.  Weighted average cost of the securities issued during the year (per cent) 11.8 13.8 7.3 7.7

6.   Minimum and maximum maturities of stock issued during the year (years) N.A. 2–10 7–30 4–30

a. Primary market —
— 

—
—

65.1
21.7 

45.4
18.8

— — 15,323 62,545

Table 12 Progress of the Indian G-Sec market

Source: 
Note: 
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-

-

-

(c) Foreign Exchange Market

-

-

-

detailed reports such as those by the Expert Group 

-

ket and recommended measures, such as, permit-

-

Group recommended various other short-term and 

-

-

respect of current account transactions can now write 

rupee and cross-currency and receive premia, and 

-

The BIS Triennial Central Bank Survey of Foreign Ex-

change and Derivatives Market Activity, 2010, esti-

-

-

ket has increased manifold over the years and the 

-

such as transparency in the currency market from the 

view point of customers, as banks do not unbundle 

Outright transactions in government securities
Transactions
in corporate

bonds

Total
transactions in 

bonds

Share of
corporate bonds

in total bonds
Central

government
securities

State 
government
securities

Total

2004–05 8852.2 264.7 9116.9 — — —

2005–06 6735.0 200.7 6935.7 — — —

2006–07 7566.6 125.5 7692.0 — — —

2007–08 14785.4 157.5 14942.8 958.9 15,902 6.0

2008–09 19645.9 352.5 19998.4 1,481.60 21,480 6.9

2009–10 25218.9 764.3 25983.2 4,012.00 29,995 13.4

2010–11 25926.7 483.3 26410.0 6,052.74 32,463 18.6

Table 13 Secondary market transactions in domestic bonds (Rs. billion)

Source: 
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the price on the currency market as opposed to their 

et al.

 INR-USD

(d) Stock Market

-

-

The issuers of securities were allowed to raise capital 

-

 The establishment of National Securities 

-

-

zation of shares created a conducive environment for 

stock index options and futures and options in indi-

-

has been a move towards corporatization and demu-

-

which earlier was the monopoly of the UTI and mu-

was allowed to access international capital markets 

-

been permitted to raise money from domestic capital 

has shown considerable buoyancy in its activity levels 

-

Figure 9: Market Capitalization of listed companies
(Percentage of GDP)

-

traded derivative instruments such as options and fu-

NSE trades in futures and options on 224 individual 

-
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Year
Resources mobilized 

from the  primary 
market (Rs. crore)

Market 
capitalization 

at BSE (Rs. crore)

Market 
capitalization 

at NSE (Rs. crore)

ADRs/GDRs 
(US$ million)

ECBs 
(US$ million)

1993–94 24,372 3,68,071 NA 1,597 686

1994–95 27,633 4,35,481 3,63,350 2,050 1,124

1995–96 20,804 5,26,476 4,01,459 683 1,284

1996–97 14,284 4,63,915 4,19,367 1,366 2,856

1997–98 4,570 5,60,325 4,81,503 645 4,010

1998–99 5,587 5,45,361 4,91,175 270 4,367

1999–2000 7,817 9,12,842 10,20,426 768 333

2000–01 6,108 5,71,553 6,57,847 831 4,303

2001–02 7,543 6,12,224 6,36,861 477 -1,585

2002–03 4,070 5,72,198 5,37,133 600 -1,692

2003–04 23,272 12,01,207 11,20,976 459 -2,925

2004–05 28,256 16,98,428 15,85,585 613 5,194

2005–06 27,382 30,22,191 28,13,201 2,552 2,508

2006–07 33,508 35,45,041 33,67,350 3,776 16,103

2007–08 87,029 51,38,014 48,58,122 6,645 22,609

2008–09 16,220 30,86,075 28,96,194 1,162 7,941

2009–10 57,555 61,65,619 60,09,173 3,328 2,522

March 2010 March 2011

     1.   LAF [(-): injection; (+): 
absorption]

37,640 -80,963

     2.   Call money 8,812 11,278

     3.   Market repo 19,150 15,134

     4.   CBLO 60,006 43,201

     5.   Commercial paper
(Outstanding)

75,506 80,305

(Outstanding)
3,41,054 4,24,740

6,621 8,144

     8.   Corporate bond 1,598 1,314

16,082 22,211

(cash segment)
9,191 7,276

Table 14 Some stock market indicators and external exposure of Indian corporates

Table 15: Average daily volumes in domestic

Source: Handbook of Statistics on the Indian Securities Market, 2010

Source: 
Note: 

D. Capital Account Liberalization

-

-

-

-

-

-

-

prescribed the macroeconomic framework for imple-
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Year
Current
account 

Capital account

Foreign
investment

External
assistance,

net

Commercial 
borrowing,

net

Rupee
debt

service

NRI
deposit,

net

Other
capital

Total
Capital

A/C

1990–91 -9.7 0.1 2.2 2.2 -1.2 1.5 2.3 7.2

1995–96 -5.9 4.8 0.9 1.3 -1.0 1.1 -2.4 4.7

2001–02 3.4 8.1 1.2 -1.6 -0.5 2.8 -1.6 8.4

2005–06 -9.9 21.4 1.8 2.8 -0.6 2.8 -3.2 25.0

2009–10 -38.4 65.5 3.3 3.3 -0.1 2.9 -23.1 51.8

2010–11 -44.3 54.8 5.0 11.6 -0.1 3.2 -17.2 57.3

Table 16 India’s balance of payments: current and capital account (Billions of US$)

Source: 

-

-

-

-

-

-

-

-

-

-

Figure 10 Outward FDI from India (Million of
United States dollars)

Source: 

-

there is an explicitly stated active capital account 

-

-

well as administrative measures, particularly for for-

-

to prevent excessive dollarization of balance sheets 

-

-

sible avenues for outward investments for domestic 
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-

-

-

-

served the country well, there are opinions whether 

a more liberal approach could have been adopted to 

 Nevertheless, often the 

-

cautious approach to debt vis-à-vis a more liberal ap-

rate on reserve account in India has been its asymmetry 

-

seems to show that instead of the corner solutions, the 

E. Concluding Observations

-

-

-

credit availability was ensured in the economy the ex-

-

-

concentrated on development of institution, market 

-

-

-

-

the allocation of funds and allowed the economy to 

-

forms that could increase competitive supply of funds 

to new entrepreneurs, credit rationed producers and 

-

-

-

-

-

forward recommendations spread over diverse areas, 

-
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-

-

-

-

-

-

neither desirable nor practical in India for a variety of 

-

-

-

-

cial sector to disrupt economic activity and problems 

-

-
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A. Introduction

-

-

-

share of loanable funds to the public sector principally 

-

-

-

-

ernment easy and low-cost access to funds and ef-

-

a mandated proportion of their credit in the form of 

-

istered interest rates on these securities were below 

-

-

-

-

-

-

banks were permitted to increase, there was no at-

-

nearly two decades since the reform was launched, 

initial phase of capital infusion into public sector 

-

ownership diluted but did not eliminate their pub-

now became accountable to shareholders and 

-

-
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-

-

-

-

-

increased competition introduced by more liberal 

-

-

-

-

-

-

-

-

norms supplemented by market discipline aimed to 

-

-

-

descriptive papers that compare popular measures 

of performance such as business per employee, in-

termediation cost per rupee of assets, credit-deposit 

-

-

-

tives of the reforms and have also looked into the 

-

-

-

mance such as business per employee, intermedia-

-

private banks showed the maximum improvement, 

sector banks and private domestic banks were more 

cautioned, the lower intermediation cost must be 

-

-

-
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poor credit decisions taken before reforms and were 

in credit appraisal has lowered the incremental accu-

have been more successful in loan recovery than the 

-

tween the pre- and post-reform decades, these papers 

-

stitute the normative stand in the literature and use 

-

tion as a benchmark for comparison with the actual 

-

-

yya, et al -

time period is best described as the transition years of 

-

of labour relative to capital over the entire sample pe-

-

-

-

outperformed private sector banks but did worse than 

et al.

-

-

et al.

-

-

-

has shifted outwards over years and that this was 

-
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-

its are considered to be output in one version and input 

-

To summarise the empirical evidence from the various 

studies reported here,

-

sitive to the choice of inputs and outputs and also to the 

-

-

-

-

B. Empirical Analysis of
Post-Reform Data

-

produced on demand only and cannot be stored for 

-

deposits, makes commercial, real estate, and person-

as well as in private funds, and offers a variety of fee-

While labour and capital are universally accepted as 

inputs and loans, investments, and other services are 

considered outputs, there is no consensus on whether 

from two alternative views of the production process 

production ap-

proach, banks are viewed as service providers to the 

numbers of deposit and credit transactions are the 

of transactions, numbers of the two kinds of accounts

in-

termediation approach, banks are seen to be interme-

of the intermediation approach is the asset approach, 

where the primary focus is on intermediation between 

asset approach is the most 

consistent with the characterization of a bank as a 

commercial enterprise that incurs costs on inputs to 

source of funds for a bank is its own capital and re-

serves or equity that should also be counted as an 

noted, however, that compared with the other inputs, 

-

-

cluded as inputs and loans, investments, and other 

-

the so-called priority sector and also invest a minimum 

-

-

actual outcome with the optimal, the measured level 
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1. Descriptive Measures of Performance:

Labour Productivity

Three most popular measures of productivity in bank-

-

ployee appeals most to common sense because it is 

a measure of labour productivity when deposit and 

production approach

Table 1 reports for selected years the annual aver-

-

-

mestic banks started below public sector banks but 

a spectacular increase in business per employee at 

-

Simultaneously with business per employee, one 

-

savers to investors is the most important contribution 

et al.

-

of their own embassies and mainly service the na-

-

dent that in post-reform years banks have increased 

-

mance often used to compare banks is intermediation 

is a somewhat distorted version of what is known as 

used as proxy for its output and all non-interest ex-

penses as the total cost, then intermediation cost as 

a fraction of its total assets is a crude measure of its 

-

termediation cost for public sector banks has fallen 

but the decline was far less pronounced than that ex-

Year Public Private Foreign

Business per employee (Rs. lakh) averages

1992–2000 57.86 156.87 530.60

2001–09 206.63 261.14 749.14

1992–2009 132.25 209.01 639.87

Credit-deposit ratio averages

1992–2000 0.47 0.50 0.59

2001–09 0.58 0.57 0.62

1992–2009 0.53 0.53 0.61

Intermediation cost (% of assets)

1993 2.64 2.71 2.7

2003 2.25 1.99 2.79

2010 1.49 1.97 2.56

Table1. Descriptive measures of performance
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-

-

Given the asymmetric distribution of branches in rural 

-

-

-

marked decline in the share of labour costs in the total 

-

-

banks in India were overstaffed to the tune of about 

-

-

-

-

-

-

resulted in a dramatic reduction of labour cost within 

-

tion of services in the initial period because downsiz-

-

ees were more productive and senior workers, who 

-

tion in the number of employees did not immediately 

2. Non-Performing Loans

especially those recommended by the Narasimham 

-

-

-

-

Ten new banks were formed in the private sector after 

-

-

-
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Table 2 shows markedly different time trends in the 

-

-

3. Labour Productivity and Efficiency

-

metic measure such as business per employee as an 

deposits as output and measure total output by the 

sum of deposits and credit, labour is not the only in-

-

handle the same volume of business with fewer em-

produces the maximum amount of business with its 

maximum amount of credit that can be offered with-

-

-

lustrate this point, the input-output data for individual 

banks -

employee  was computed for each bank by replac-

credit remains feasible for a bank in the optimization 

-

-
0 0 to the 

-

ated the maximum amount of business per employee 

that would be possible from their respective input 

Year Public Old private New private Foreign

1994 24.8 - - -

1995 19.5 - - -

1996 18 - - -

1997 17.8 10.7 2.6 4.3

1998 16 10.9 3.5 6.4

1999 15.9 13.1 6.2 7.6

2000 14 10.8 4.1 7

2001 12.4 10.9 5.1 6.8

2002 11.1 11 8.9 5.4

2003 9.4 8.9 6.7 5.3

2004 7.8 7.6 5 4.6

2005 5.5 6 3.6 2.8

… … … … …

2009 1.97 2.36 3.05 3.8

2010 2.19 2.32 2.87 4.29

Table 2 Non-performing loans (per cent of total
 advances)

Bank bpe0 bpe* eff

54.13 54.13 1.00

252.28 339.51 0.74

Allahabad Bank 298.35 402.13 0.74

Bank
463.21 677.53 0.68

Abn Amro Bank 547.37 547.37 1.00

Bank of America 1389.18 1760.42 0.79

Table 3 Actual and optimal business per employee
(Rs lakhs) 2009 data(for selected banks)
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-

-

should be emphasised that these examples are used 

-

nature, are not intended to be interpreted as compre-

4. Overall Measures of Efficiency and

Productivity Change: The Normative

 Analysis

-

-

-

lem is that there are many bundles and all of them are 

selected for any individual bank is one that would lead 

-

-

-

-

-

-

-

in the sample, public sector banks are found to be 

periods reported in the table, public sector banks 

conclusion reached in the extant literature that on 

-

Equity Deposits Fixed assets Labour Credit Investments Other income

Public Mean 107202.26 1704200.81 20469.99 23049.89 972507.86 646940.85 23477.60

102539.62 1513798.28 22793.68 16422.78 1030719.61 497420.95 20999.38

Private Mean 40151.77 449610.91 8814.59 3025.47 273768.94 172579.04 9147.98

160675.35 1289268.22 26475.91 4710.51 904594.46 479126.71 32568.22

Foreign Mean 26262.60 178570.39 4116.37 569.87 101913.86 69916.40 6565.79

58595.70 384626.82 9651.49 1252.20 240621.12 145209.79 15665.32

Table 4 Summary statistics
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input contraction factor is a measure of the input-ori-

-

larly, the inverse of output expansion factor obtained 

in a parallel manner from potential increase in the in-

-

-

of surplus inputs and under achievement of potential 

-

-

sub-period is the only time when any one of the three 

-

-

vealed by the output expansion factor, there was room 

-

-

-

ciency that comes from each individual input and out-

values of the input contraction and output expansion 

ϕ
1

-

This output expansion factor explains, at least in 

-

ϕ
1

demand, it should not necessarily be construed to 

(annual average)

Year Public Private Foreign

1992–96 0.946 0.842 0.949

1997–2001 0.958 0.859 0.895

2002–06 0.963 0.841 0.885

2007–09 0.944 0.793 0.890

1992–2009 0.953 0.838 0.906

Input Contraction factor

1992–96 0.963 0.945 0.961

1997–2001 0.961 0.913 0.936

2002–06 0.954 0.925 0.951

2007–09 0.932 0.898 0.951

1992–2009 0.955 0.923 0.949

Output Expansion factor

1992–96 1.158 1.215 1.092

1997–2001 1.136 1.162 1.234

2002–06 1.101 1.160 1.511

2007–09 1.093 1.204 1.653

1992–2009 1.125 1.183 1.341

Public Private Foreign Foreign*

Deposits θ1 0.983 0.986 0.994 0.994

Labour θ2 0.801 0.666 0.771 0.781

Capital θ3 0.774 0.720 0.862 0.862

Loans ϕ1 1.071 1.085 8.185 2.01

ϕ2 1.051 1.136 1.199 1.191

Others ϕ3 1.870 2.334 2.104 1.901
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Given the special interest focussed on labour produc-

-

-

-

-

shock to many people, the evidence is that public sec-

tor banks do not have any more surplus labour than 

-

-

-

-

-

-

-

Year Public Private Foreign

1992–96 0.614 0.614 0.893

1997–2001 0.772 0.723 0.857

2002–06 0.887 0.836 0.847

2007–09 0.855 0.663 0.860

1992–09 0.774 0.714 0.865

Table 7 

nually and public sector banks at an even slower rate 

-

-

-

used in this study allows the frontier to shift at different 

-

-

banks experienced technical regress. The rates of 

-

Year Public Private Foreign

TFP growth

1992–96 -0.031 -0.015 0.003

1997–2001 0.021 0.029 0.062

2002–06 -0.012 -0.007 0.001

2007–09 0.001 -0.010 0.021

1992–2009 0.001 0.005 0.030

1992–96 0.012 0.025 0.000

1997–2001 -0.004 0.913 0.936

2002–06 0.000 0.000 0.006

2007–09 0.006 0.000 0.102

1992–2009 0.003 0.006 0.029

1992–96 -0.042 -0.035 0.010

1997–2001 0.936 0.936 0.936

2002–06 0.009 0.007 0.025

2007–09 -0.004 -0.009 -0.015

1992–2009 0.005 0.001 0.022

Table 8 Components of TFP growth rate
(annual average)
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repudiate all the claims made so far about the ben-

-

in the overall economic conditions of the country in dif-

-

-

C. Does Foreign Ownership of Equity 
Matter?

-

new private banks, the reforms also permit private 

-

-

-

-

the empirical evidence in the literature, it appears that 

-

-

-

dummy variable assumed value 1 for public sector 

-

-

-

Model 1

Dependent: Eff2009

std. err. t-ratio p-value

    Constant 0.6726 0.0419 16.03 <0.0001

0.2405 0.0416 5.78 <0.0001

0.0033 0.001 3.12 0.0032

R2 0.4338 N = 47

R2 0.4081

Model 2

Dependent:   Eff2009

std. err. t-ratio p-value

    Constant 0.709 0.0495 14.3116 0

0.2059 0.0553 3.7227 0.0004

0.0014 0.0006 2.2528 0.0274

0.0004 0.0003 1.3954 0.1673

0.002 0.0012 1.6052 0.113

R2 0.232 N -75

R2 0.188
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-

-

-

-

R2 of 

D. Productivity and Service Quality

-

-

tant dimension of output in every industry, it is much 

of transactions is accomplished at the expense of 

the personal service that a customer at the counter 

researchers typically have to rely on customer satis-

-

customer service than bureaucratically run public sec-

-

-

ty trade-off is that a bank can improve productivity by 

-

-

-

-

related complaints pertain mostly to electronic fund 

-

els of consumer dissatisfaction with these two types of 

 the 

-

-

-

has p p-value 

R2 on 

-

-
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-

E. Direct Comparison of Total Factor 
Productivity: A Tale of Three Banks

-

much more informative to directly compare the best 

also matches the popular approach where the best 

-

-

public sector banks, the automatic choice would 

to compute descriptive measures of total factor pro-

individual outputs and individual inputs of any pair of 

used to compute total factor productivity index for 

-

-

-

productivity still remained below the level reached in 

-

in general

Year SBI HSBC ICICI

1996 1.025 0.988 1.288

1997 0.971 1.033 1.078

1998 0.967 1.052 1.081

1999 0.929 1.026 1.15

2000 0.998 1.136 1.24

2001 1.059 1.279 1.125

2002 1.103 1.261 1.3

2003 1.224 1.495 1.58

2004 1.288 1.584 1.55

2005 1.296 1.571 1.499

2006 1.277 1.569 1.511

2007 1.224 1.393 1.529

2008 1.284 1.496 1.612

2009 1.379 1.692 1.652

Table 10 Direct comparison of productivity change
of three major banks

Note: 

-
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voluntary retirement scheme launched in 2000 

seems to have paid off in the form of improved 

This is true for both private and public sector 

much lower than what was otherwise found 

F. Lessons from India’s Experience

landscape, academics and policymakers have con-

of every social experiment contains both universal fea-

tures that can be carried over to other situations and 

-

the broad contours of the reforms dictated by any 

-

-

-

-

employees in a typical branch of a public sector bank 

customers with the same kind of bureaucratic con-

-

tional public sector banks is well deserved, it is seldom 

-

It is seldom recalled that one factor that prompted 

-

these public sector banks to create a vast network of 

-

-

-

mance of public sector banks in terms of the standard 

-

as a virtual wake-up call to complacent public sec-

-
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-

-

evidence in the published research that banks which 

-

-

-

-

-

their total advances, the record is especially remark-

whole population because the owners or shareholders 

of the banks have only a minor stake and are in a posi-

-

where banks are under private ownership, were able 

-

on direct public investment for infrastructure and ru-

reforms constitute an effort to strike a proper balance 



VI.
Concluding

Observations



82 TWENTY YEARS OF INDIA’S LIBERALIZATION: EXPERIENCES AND LESSONS

-

-

-

-

-

alization in India was not considered an end in itself 

-

-

-

ply of funds to new entrepreneurs, credit-rationed pro-

-

-

-

-

-

The reforms resulted in marked improvement in the 

-

ther, the Indian corporate sector has been able to 

-

-

-

-

reform was the move towards corporatization and 

of the mutual funds industry, which was earlier the 

monopoly of the public sector, to the private sector in 

shown considerable buoyancy in its activity levels and 

liberalised in a calibrated manner, India has clearly rec-

-

-

-

the calibrated pace of reforms and no policy rever-

can devise intermediate outcomes instead of corner 

-

-
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-

-

-

-

-

-

able products were removed from the reserved list in 

-

-

-

-

zation ®  ® -

-

It was only in the 2000s that tariffs for consumer du-

-

the sector was able to face import competition, which 

-

such as electrical machinery and apparatus, chemi-

cals and chemical products, and machinery and 

-

-

-

the more these export-oriented industries link to the 

-

-

-

security for the country but also provides livelihood to 

-

-

-

external trade was further liberalised with the imple-

-

-

only when domestic supply cannot match domestic 

various restrictions and controls on exports have been 
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-

to allow domestic prices to move in tandem with the 

-

-

-

tect domestic consumers, export restrictions were 

-

of skimmed milk products, duty concession on their 

-

-

-

-

-

-

-

and consumers are vulnerable and not in a position 

to absorb price shocks, it is vital to maintain a balance 

that Indian policymakers have moderated transmis-

-

-

tional prices, which is favourable to consumers but 

detrimental for the producers, has been moderated 

-

-

lated trade can be very important policy tools to en-

-

eral belief, it is not trade in services which has acted 

the services sector, domestic trade, communication 

-

-

-

and low-cost access to funds and effectively facilitat-

-

permitted to increase, there was no attempt to end 

and functional autonomy in order to improve produc-

-
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-

-

competitiveness of the sector was the introduction of 

-

estimates total factor productivity and technical ef-

performance of public sector banks with that of pri-

-

-

-

-

-

-

-

-

banks made them accountable to shareholders and 

-

-

-

-

-

state has been to use markets to not only maximise 

-

-



86 TWENTY YEARS OF INDIA’S LIBERALIZATION: EXPERIENCES AND LESSONS

REFERENCES

Business Standard

India: 

A Financial Sector for the Twenty-First Century.

Journal of Economic

Perspectives

Australian Economic Papers

Asian Development Review

Journal of Development Economics

et al. .

Science Technology and Society

Economic and Political Weekly

Journal of 

Development Economics

Globalization and Agriculture, State of India’s Farmers, Millennium Study.

et al.

Journal of Emerging Market Finance.

et al. 

European Journal of Operational Research

Economic 

& Political Weekly.

WIDER Discussion 

Paper

Government Intervention in Foodgrain Markets in India in the Changing Context

et al., Food Security; Indicators, Measurement and the Impact of Trade Openness

Economic and Political 

Weekly. 

-

Agricultural Economics Research Review. –



87REFERENCES

Trade Liberalization, WTO and Indian Agriculture: Experience and Prospects. -

Economic and 

Political Weekly. 

Agricultural 

Reforms and Trade Liberalization in China and Selected Asian Countries: Lessons of Three Decades, Policy

Assistance Series 6

Trade Reforms and Food Security

–

et al. Economic and Political Weekly.

Indian Agricultural Policy at the Cross Roads.

Indian Economic 

Journal

Economic and Political Weekly

Journal of Development Economics. 

et al. Economics Letters

et al. 

Economic and Political Weekly

Review of Financial Economics

Economic and Political 

Weekly

Applied Economics

Agri-

cultural Development Paradigm for the Ninth Plan under New Economic Environment

Journal of Political Economy

Journal of Development Economics

India’s Economic Transition: The Politics of Reforms.



88 TWENTY YEARS OF INDIA’S LIBERALIZATION: EXPERIENCES AND LESSONS

Weltwirtschaftliches Archiv.

Global Governance.

Journal of Development Economics.

The

Economic and Policy Reform in India. 

Economic and Political Weekly.

Developing Economies

National Income Accounts and Data Systems.

Report of the Committee on Banking Sector Reforms 

Report of the High Level Expert Committee on Corporate Bonds and Securitization

Report of the High Powered Expert Committee on Making Mumbai an International 

Financial Centre.

Report of the Committee on Comprehensive Review of National Small Savings Fund

A Hundred Small Steps: Report of the Committee on Financial Sector Reforms

Econo-

metrica

Journal of Policy Model-

ling. 

Innovation and Growth in the Global Economy.

Trade Liberalization and Food Security: Challenges to Indian Policy Makers

American Journal of Agricultural Economics.

Economic and Political Weekly.

Economic and Political Weekly



89REFERENCES

Economic and Political Weekly

et al. Economic and Political Weekly

et al. 

American Economic Review

et al. 

Applied

Economics. 

Agricultural 

Economics

World Economy

Journal of Development 

Economics. 

Journal of Development Economics

Journal 

of Developing Areas.

Journal of Money, Credit, and Banking

Handbook of

Economic Growth.

Indian Journal of Agricultural Economics.

Money and Capital in Economic Development. 

Economic and 

Political Weekly. 

Reserve Bank of India 

Bulletin

Reserve Bank of India Bulletin

The Pakistan Development 

Review

Monetary Policy in a Globalized Economy. 



90 TWENTY YEARS OF INDIA’S LIBERALIZATION: EXPERIENCES AND LESSONS

Growth with Financial Stability.

Growth with Financial 

Stability.

Reserve Bank of India Bul-

letin

House-
hold Savings and Investment Behaviour in India.

Economic Liberalization and Indian Agriculture

Economic and Politi-
cal Weekly

International Monetary Fund Staff Papers

et al., 

Trade and Industry: Essays by NIPFP-Ford Foundation Fellows

et al. Agricultural 

Economics

et al.

Economic and Political Weekly.

Glimpses of Indian Economic Policy: An Insider’s View.

Journal of Business & Economic Statistics

-

European Journal of Operational Research

Journal of Productivity Analysis

 Reserve Bank 

of India Occasional Papers.

India: The Future of Economic Reform

-

-

Economic and Political Weekly. 

Economic Development and Cultural Change. 



91REFERENCES

Pakistan Journal of Applied 

Economics. 

India: Monetary Policy, Financial Stability and Other Essays.

Economic and Political 

Weekly

Economic and

Political Weekly.

European 

Journal of Operational Research. 

th

India’s Emerging Economy: Performance and Prospects in the 1990s and Beyond

Monetary and Financial Sector Reforms in India.

India and the Global Financial Crisis: Managing Money and Finance

Report of the Committee to Review the Working of the Monetary System -

Report of the Working Group on the Money Market 

Report of the Committee on the Financial System

Report on Foreign Exchange Markets in India 

Report on Currency and Finance, 2001. 

Report on Currency and Finance, 2002–03. 

Report on Currency and Finance, 2005–06. 

Reports on Currency and Finance, 2003–08, Volume IV (The Banking Sector

in India: Emerging Issues and Challenges)

Report of the Working Group on Benchmark Prime Lending Rate -



92 TWENTY YEARS OF INDIA’S LIBERALIZATION: EXPERIENCES AND LESSONS

Report on Trend and Progress of Banking in India 2010

Statistical Tables Relating to Banks in India 2009–10.

et al.

Empirical Economics. 

International Monetary Fund Staff Papers

et al. Journal of 

Comparative Economics.

The Process of Financial Liberalization in India.

Economic Modelling.

Applied 

Financial Economics.

Financial Deepening in Economic Development.

Institutions and Markets in India’s

Development

Economic and Political Weekly. 

American Economic

Review

World Development

Cambridge Journal of Economics.

Trivedi et al

Journal of Foreign Exchange and International Finance



93REFERENCES

RBI Bulletin.

Economic and Political Weekly.

Indian

Economic Review

The Sudoku of India’s Growth. 

Macroeconomics and Finance in Emerging Market Economies.

Economic & Political Weekly



94 TWENTY YEARS OF INDIA’S LIBERALIZATION: EXPERIENCES AND LESSONS

NOTES

Handbook of Statistics

-

Economic and Political Weekly

Industrial De-Licensing, Trade Liberalization, and Skill Upgradation in India

et al.

-

et al.

-



95NOTES

-

per se, 

(Sh/Y)t= 1.017 + 0.001*GPDIt
-

0.011*Dependt
-

0.004*it - 0.0003*PCIt
-

0.0036*BankPopt
+

0.3679*(Sh/Y) t-
1

(4.19)# (1.64)@@ (3.83)# (2.61)* (3.57)# (2.19)@ (2.31)@
with R2 t
10 per cent, respectively, and Sh Y

i

-

-

-
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-

-

-

et al. -

a priori

-

-

-

-

-
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-

Report of the High Powered Expert Committee on Making Mumbai an International Financial Centre -

-

intermediation approach are the user cost approach

input or an output based on its net contribution to the revenue of the bank, and the value added approach, where deposits 
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