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LESSON 16 

 

 

 

 

 

 

 

Introduction:  

This lesson is based on case study 1 on “India and Its Economic System”. 

Instructions 

1. In your Exercise Book, copy the Header and the learning outcome. Make sure that your 

Handwriting is neat and legible. Go through your lesson notes and attempt the Practice 

Exercise in you exercise book.(We will be checking your Exercise Book when you return to 

School) 

 

 

 

 

Please read your Lesson notes (resource) and complete the Practice Exercise 16 below 

Resource 16: Case study: India and Its Economic System 
 
Among countries with at least 10 million people in 2003, China and India have been growing 
rapidly since 1980.  The Indian economy is the world’s 12th largest according to market 
exchange rate. It is also the 4thlargest economy by purchasing power parity (PPP) basis.  
 
The Economic System in India    
From  1947  to  1991  the  Indian  economic  system  was  based  on  Social  Democratic  
Policies.  
This means that the economic policies have these features; 
• It was a protectionist system. (Protecting Indian industries from foreign trade) 
• Extensive regulations. (Many regulations and business laws restricting foreign business) 
• There was a higher public ownership of assets. (The government owns more resources and 
basic infrastructures)  
 
These policies within that period led to more official corruption and slow economic growth.  
But  the  economy  has  now  moved  to  a  market  based  system  (capitalist/free  market 
economy) with more economic liberalisation (more economic freedom) starting in 1991.  
This gives the Indian economy these features; 
•  Individuals and businesses have more freedom to trade 
•   Ownership of economic resources by individuals and businesses. 
•   There  is  freedom  of  entry  into  businesses,  however,  smaller  percentage  of  wealthy 
families own most of the businesses in India including foreign businesses.  
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Learning outcomes: At the end of this lesson, you should be able to: 

1. identify and explain how decisions are made in allocation of resources in India 
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However,  India  is  mainly  a  mixed  economic  system  because  both  free  market  and  other 
system  of  economics  co-exist.  There  are  90  per  cent  of  poor  farmers  who  depend  on 
traditional  agricultural  practices.  The  government  still  has  nationalised  firms  and  banking 
business  operations  in  India.  The growth rate of the economy increased in 2000 with healthier 
economic reforms and policies. India became the second fastest growing economy in the world 
by 2008. 
 
Resources Allocation in India 
Which sector produces more goods and services in India? 

 
Which sector in India employs more people? 

 
The total workforce is 500 million people (half a billion). 
 
Main Agricultural Products 
India’s main agricultural products are; 

 
 
Main Industries in India 
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Basic Features of the Indian Economy 
 

 
 
Main Issues in India 
 
India  is  one  of  the fastest  and  largest  growing economies  in the  world;  unfortunately it  is  
also  one  of  the  poorest  countries  in  the  world.  The main reason is that the country’s 
population growth rate is larger than the GDP growth rate.  
The economic improvement in India has been uneven. As a result there is a high technology 
sector  enjoyed  by  a  small  percentage  of  the  population  while  at  the  same  time  a  larger 
percentage of the population are still engaged in traditional small scale farming.  
India has a very good education system and has become a major player in high technology 
fields because of its highly educated workers. Unfortunately it is also unevenly distributed. A 
small percentage of the population receives good education while the larger percentage of the 
population receives little or no education at all.  As a result there is a high rate of unemployment.  
• There is lack of resources especially in the energy sector. 
• India is heavily dependent on imports. 

 

Now attempt Practice Exercise 16 

Copy the questions onto your exercise books and write your answers.  

Practice Exercise 16 

1. Which sector in the Indian economy produces more goods and services? 

2. Why is it that the agriculture sector employs more people but produces only 17% of the 

goods and service in India? Give an explanation based on the facts provided in the case 

study? 


