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Impact of Globalisation on Indian economy:
Growth & Challenges

Globalization has profoundly changed the Indian economy, transforming the face of the country's
economic scenario over the past two decades. Progressively integrating national economies into the global
economy has increased interdependence and interconnectedness over the years. This has radically
transformed the country's mode of trade practices, foreign investments, technology, and policy over the
last decades.

What is Globalisation?

Globalisation is the process which connects all economies of the world and aligns them in a harmonious
interdependence. It refers to the free flow of goods, services, information, technology, capital, and even
cultural exchange between countries. Globalization Globalization is driven by technologies of
communication and transportation, such that the world has become a global village. This enables
businesses to reach other nations more effectively. Key Features of Globalization:

e Trade Liberalisation: Removal of trade barriers to allow for the free movement of goods and
services.

e Technological Advancements: Innovations that facilitate global communication and data
exchange.

e Cultural Integration: Exchange of cultural values, ideas, and traditions across borders.

e Foreign Investment: Increase in cross-border investments, leading to economic growth and job
creation.

Globalisation has paved the way for economic development and growth in countries around the world,
fostering a more integrated global economy.

Globalisation of Indian Economy

The Indian economy began its process of globalization in earnest with the introduction of economic
reforms in the early 1990s. It opened up its markets to foreign investments, relieved industries of various
restrictions placed on entry and advertising, and engaged in policies that made liberalization of the
economy a central goal. All these changes were crucial for making it easier to incorporate India into the
global economy, for improving trade, and attracting foreign direct investments. Some Key Milestones of
India’s Globalization:

e Economic Reforms of 1991: The Indian government introduced liberalisation policies to
combat economic stagnation, reduce fiscal deficits, and attract foreign investments. Measures
included reducing trade tariffs, allowing FDI, and privatising state-owned enterprises.

e Growthin IT and Service Sector: India's IT and service industries flourished due to
globalisation, establishing the country as a global hub for software development and business
outsourcing. Companies like Infosys, Wipro, and TCS became global leaders in technology
services.

e Increased Foreign Trade: India's exports and imports expanded significantly, with new markets
opening for Indian goods, including textiles, chemicals, and software services. Bilateral trade
agreements and partnerships with other nations helped in boosting the country's trade volumes.
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The globalisation of India's economy has led to enhanced competitiveness, technological advancement,
and a more diversified economic structure.

Impact of Globalisation on Indian Economy

Globalisation has been an explosive reality for the Indian economy with great impacts on different sectors,
resulting in rapid economic growth and development of that country. However, it has brought about a lot
of benefits while challenging a few.

Positive Impacts

e Economic Growth: India experienced a significant boost in GDP growth due to increased
foreign investments and improved trade relations. The IT and service sectors emerged as key
contributors to the economy, generating employment and enhancing technological capabilities.

o Employment Opportunities: Globalisation led to job creation across various industries,
including manufacturing, IT, retail, and telecommunications. Increased foreign investment in
sectors like infrastructure and automotive provided numerous skilled and unskilled job
opportunities.

e Technological Advancements: Exposure to global technology and innovations improved
India's industrial and service capabilities. Indian companies adopted global best practices,
leading to increased productivity and better quality standards.

Negative Impacts

e Income Inequality: The benefits of globalisation were not evenly distributed, leading to a
widening gap between the rich and the poor. Urban areas saw significant economic growth,
while rural regions continued to struggle with poverty and lack of opportunities.

e Cultural Erosion: Exposure to Western cultures and consumerism led to changes in traditional
Indian values and lifestyles. The influence of global brands affected local businesses and
cultural practices, leading to cultural homogenisation.

e Environmental Challenges: Industrial growth due to globalisation contributed to environmental
degradation, including pollution and deforestation. Over-reliance on resource-intensive
industries increased pressure on natural resources.

The benefits of globalisation of Indian economy have been substantial, propelling India onto the global
stage as a major economic player.

o Foreign Direct Investment (FDI): Attracting substantial FDI has provided capital for growth in
sectors like manufacturing, technology, retail, and infrastructure. FDI also brings advanced
technologies, skills, and management practices that boost productivity.

e Increased Competitiveness: Indian businesses have become more competitive in the global
market, focusing on innovation and cost-efficiency. The growth of exports has led to increased
market share for Indian products like textiles, pharmaceuticals, and IT services.

e Access to Global Markets: Indian companies gained access to international markets, leading
to a surge in exports and revenue generation. The availability of foreign goods improved
consumer choices and fostered a culture of entrepreneurship.
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What are the Elements of Globalisation?

The elements of globalisation include various factors that collectively drive the integration of economies
and cultures around the world.

e Trade Liberalisation: Removing trade barriers to encourage the free flow of goods and
services across borders.

e Technological Integration: Adoption of global technology standards that improve
communication, transportation, and data exchange.

e Foreign Investment: Flow of capital between countries through investments in businesses,
infrastructure, and technology.

o Cultural Exchange: Exchange of cultural practices, traditions, languages, and lifestyle changes
facilitated by travel and digital media.

e Global Communication Networks: Enhanced global communication through the internet and
social media platforms, enabling instant connectivity. These elements have accelerated the
pace of globalisation, making it easier for businesses and individuals to engage in cross-border
activities.

Conclusion

Concluding, globalisation has been transformative in the Indian economy with the growth of the economy,
advancement in technology, and improved global connectivity. Benefits in terms of job creation,
technological advancement, and competitiveness were among the direct outcomes; while disadvantages
included issues of income inequality, changes in culture, and pollution concerns. Currently, India is using
these opportunities to an optimum extent in strengthening its position within the global economy,
generating sustainable development and inclusive growth.

Read More Blogs

Balance Sheet vs Profit Loss Account: What
Comes First?

Borrowed Funds: Features, Types & More

Understanding Aggregate Demand Formula: Balance Sheet vs Financial Statement: Key
Component & Calculation Difference

Balance Sheet vs Consolidated Balance Sheet: Difference Between Balance Sheet and Cash
Differences & Simalirities Flow Statement

Impact of Globalisation on Indian Economy FAQs

What is globalisation?

Globalisation is the process of increased interconnectedness and interdependence among countries
through trade, investment, technology, and cultural exchange.

How has globalisation affected the Indian economy?

It has led to economic growth, job creation, technological advancements, and expanded international trade
but also caused income inequality and cultural changes.
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What are the benefits of globalisation for India?

Benefits include increased foreign investments, enhanced competitiveness of Indian businesses, access to
global markets, and technological progress.

What are the main elements of globalisation?

The main elements include trade liberalisation, technological integration, foreign investment, cultural
exchange, and global communication networks.

What challenges has India faced due to globalisation?

Challenges include rising income inequality, cultural erosion, environmental degradation, and economic
dependency on global markets.
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