#~ Liberalization of economic policy refers to the gradual decrease in government command and control

over the economic policies. Simplification of tax structure, removing quotas, bars and economic
restrictions are some examples of liberalization.

»~ Privatization,

in its purest form means transfer of government ownership to private hands. In real life,
itis done in different forms. in some cases, ownership of all shares is transferred from government to a
single highest bidder (VSNL was taken by Tata Telecom. In some cases, a large chunk of shares is sold to

public, but majority shares are in the hands of the government (ONGC, SAIL, State Bank of India etc.).
«~ Globalization refers to taking off restrictions in ex

port and import of goods and services. It also covers
the measures of lifting the trade barriers.
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public policies are of three types:
. Restrictive
. Regulatory
. Facilitating

Restrictive policies curtail all benefits in some particular issue. For example, custom duties may be
imposed to protect Indian products.

Regulatory practices regulate the activities of a particular sector of economy. The regulator checks
deviations in set practices and policies. Reserve Bank of India is a major regulator for banks. RBI also
regulates the Money Market and Forex Market operations. Securities and Exchange Board of India (SEBI)
was formed to regulate the equity, bond and derivative markets (including mutual funds). Insurance
Regulatory Development Authority (IRDA) is the regulator of the insurance industry.

« Facilitating policies are the ones which facilitates an activity. The conducive policies towards the
development of MSMEs (Micro- Small-Medium Enterprises) are an example of facilitating policy. The
formation of National Skills Development Corporation (NSDC) is another facilitating policy of government
of India. We will learn more about these regulatory bodies in the next chapter.
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During the time of independence of India, two major political thoughts were remmgn th:?) r\/i\c;:': secioL:nvI:iis
State of America followed a strong-€apitalist model of Government with a stro gto Eoviip e tmoce
individual ownership. Freedom of choice was the buzz word. Government’s role was : }:k adubyiye t

business and work environment. On the other hand, Soviet Union followed a€ommun 'sth — " sff&
the state owned everything. All sorts of production were in the hands of governmer)t WId oW g pl:) lic
distribution system of food and other needs. Many of the Eastern European nations signed the yvarsaw Fact
and followed the communistic pattern of economy. The Western European nations like Great Britain, France,

Spain, Portugal, Germany followed a Capitalistic model with the presence of several socialistic drives like
public transport, healthcare system,

The Government of India followed a mixed economic path - a mix of policies borrowed from both
Capitalistic and communist economic policies. The first major goal of Indian public policies "‘. t.he post-
independence India was in the area of socio-economic development. Wide ranging policies were
formulated in the area of industrial and agricultural development. Many policies were included into Statutes
like Industries (Development and Regulation) Act, 1951. Others were kept as directives in the various plan

documents. Indian government had a strong dictum against imports. It was done in order to develop the
nation’s own industries.



_Regulatory policies are concerned with regulation of national and foreign trade, business, safety measures,
public utilities, etc. This type of regulatory policies is laid down by independent organisations that work on
behalf of the government. In regulatory activities, these policies are made by the government, pertaining
to those services.
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~Privatization may be of conceptualized i i i o 3 T vespond
in following promjnent %:e ‘o ate secto¥ -SPOn Sibly
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* Delegation: Govern%oevn%kege%},mg%% ress%'ggs%mt%:jg%ate erftarprise handles fully or partly theh,:1
delivery of product and services. There is active involvement by government. Delegation may happe, *

through contract, franchise, grant, etc.

+ Divestment: Government surrenders partial ownership and responsibility and sells the majority stake
one or more private entities in course of time.

« Displacement: The private enterprise expands and gradually displaces the government entiy,
Deregulation facilitates privatisation if it enables private sector to challenge a goyernment monopoly,
The government monopoly through BSNL and MTNL has been displaced by the private sector.

+ Disinvestment: Selling a portion of ownership (stake) in a public enterprise to private parties.

GA'IO FOREIGN DIRECT INVESTMENT IN INDIA (FDI)

Foreign Direct Investment (FDI) plays a very important role in the process of development of a nation,
In most of the cases, capital sourced for domestic sources remain inadequate for the purpose of overall
development of the nation. Foreign capital is seen as an harbinger of growth. In a sense, it is like filling in the
gaps between domestic savings and investment. In the post liberalization and privatization period, India
was considered a lucrative place of FDI inflow because of its huge domestic market.

For a closed economy, any national program of privatization for its success needs a successful move towards
globalization. Globalization creates a wide market of goods and services. At the same time, foreign funds
flow in an economy to be invested in various industries. Foreign funding in good sense creates employment
as well as demand. For a steady flow in foreign funds, liberalization of economy is required. Liberalization is
always paired with regulations.

Foreign Direct Investment (FDI) may be described as a flow of capital investment to an enterprise in a nation
by another enterprise located in a different nation by capturing a majority stake in ownership in a company
in the target country or by expanding operations of an existing business in that country.

Permission for Foreign Direct Investment (FDI) is not uniform for all sectors. Some sectors are opened up for
100% and in some sectors, it is allowed only upto 26%, 49% or 51%.

Foreign Direct Investment (FDI) has always remained a bone of contention and FDI in multi-brand retall
defense etc., are classic examples. It's often felt that areas like Media and Defense could compromise 01



ndia’s security interest and hence no FDI should be permitted. In certain areas, the FDI limit has been
M like the Insurance Business. Where there Is no approval through Automatic Route, the company
Wﬂ‘d has to seek permission from Foreign Investment Promotion Board.

pere are a few sectors where FDUis prohibited under both the Government Route as well as the Automatic

 Agricultural (excluding Floriculture, Horticulture, Development of seeds, Animal Husbandry, Pisciculture
~ and cultivation of vegetables, mushrooms, etc. under controlled conditions and services related to agro
~ and allied sectors) and Plantations activities (other than Tea Plantations)

- Housing and Real Estate business (except development of townships, construction of residential/
- commercial premises, roads or bridges to the extent specified)

8 Trading in Transferable Development Rights (TDRs)

9) Manufacture of cigars, cheroots, cigarillos and cigarettes, of tobacco or of tobacco substitutes.

ntly, there has been a tremendous increase in FDI inflow in India. India generally receives FDI from US,

.11 FOREIGN INSTITUTIONAL INVESTORS (Flis)

n come across the term Flis which represent the Foreign Institutional Investors. Flis are large foreign
with substantial investible funds. Flls are registered abroad with a view to investing in other nations
in equity market, hedge funds, pension funds and mutual funds. Flis have strong research team
te 1o invest in a country with a possibility of strong return in equity market. These funds park
#ﬂ | a bullish market. Naturally for small period the nation experience inflow of strong foreign
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Identify the one which may be considered as a public policy:

a.  Adecision by a central government to purchase a fleet of cars

b.  An old building to be demolished by a municipal corporation

€. Allcitizens are to be provided with biometric aadhar card

d. Government passes a special resolution to change the name of a park

Public Policies are always Fill in the gap by taking the appropriate expression frop
the following:

a. Goal oriented

b. Minutely defined

¢c. Pro-rich

d. For the poor

OCBs mean:

a. Overseas Corporate Bodies

b. Ordnance Commission Bilateral secretariat
¢. Oversees Civic Boards

d. Oversees Commercial Bilateral Treaties

FEMA replaced FERA as legislation in:

a. 1991
b. 1992
¢. 1999
d. 2006

Reforms in Dowry Act and Divorce Act are the examples of;
a. Economic Reforms

b. Cultural Reforms

c. Commercial Reforms

d. Socio-cultural Reforms

Decisions on annual financial spending, Taxes and Duties and Military spending are considered in:
a. Policies

b. Budget

¢. Goal Setting

d. Long term planning process

Which of the following institutions has been scrapped recently?
a. Minerals and Metals Regulatory Commission

b. Coal India Limited

¢. Planning Commission

d FPB



The form of privatization, where Where government keeps hold of responsib -
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15. FDI in sectors /activities which do not require any prio

Reserve Bank of India is identified as:

a.

b.
A
d.
16. The method of FDI other than Automatic route is called :

a.
b.
C.
d.

Green Channel

Priority route
Non-Commercial Route
Automatic Route

NRI Route
Government Route
Institutional Route
Priority Route

17. FIPB stands for:

a.

b.

<

d.

Foreign Institutional Promotion Board
Foreign Institutional Preparatory Board
Foreign Investment Priority Board
Foreign Investment Promotion Board

18. Identify the sector where, FDI is not permitted:

a.
b.
£
d.

Automobile
Infrastructure
Textile

Atomic energy

s (
approval either of the

19. Simplification of trade restrictions related to import is an example of:

a.
b.
A
d.

Globalization
Privatization
Disinvestment
Aggregation

20. Sale of 50% stake in a PSU to a single private sector company is an example of:

a.
b.
£,
d.

Displacement of stake
Decentralization of Authority
Delegation of stake

Disinvestment to form a Joint Venture

21. FDIis allowed in:

a.

b.
C.
d.

Tea Plantation
Coconut Plantation
Sugarcane Plantation
none of the above
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)y After independence, India followed a:

~a. Socialistic Path of Development

- b. Commonwealth Model of Growth
¢ Mixed Economic Path

L d. Capitalistic Model of Development

3, Hyundai India Limited came to India through the FDI route. It followed the path of:
~a. Divestment in Public Sector Unit

b, Joint Venture

. ¢ Bycreating a 100% Indian subsidiary

< sector business.

3 2 3 5 6 8 9 10 1 12
5 a a C d . a d d
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