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Jemonetization is a great move for a bolter
future of India and its economy. It will definitely

influence many more shoppers to start using
plastic money in the long-term. Already, malls
see usage of credit/ debit cards and e-Wallots
go up during big sales, when banks and fin-tech
start-ups offer cash backs or discounts. This
trend will raise substantially in the long term as
such payment methods become more main
stream.

Although this was what is called a
surgical strike on black money and will have
immediate impact on the existing black money,
most economists agree though, that this move
is not sufficient and several other reforms like
tax reforms, real estate reforms etc need to be
undertaken to curb the black money generation
in the future.

G. References
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The Past Perspective Views on
Challenges Ahead of Indian
Economy, with special reference
of Planning Commission in India

I 079

Dr. S. R. Pagare

Dr. G. K. Chavhan
K. J. Somaiya College of Arts, Commerce &
Science, Kopargaon

Abstract:

The new economic policies have causzed
a total change in the way in which Indiz does
business. Together with a more competitive
climate, the responsibilities place on industry
and its owners have become much greater. There
are challenges facing industrial manages
together with hope for more initiative and
creativity, leading to success for industry and
for the whole nation. The present paper based
on the past vision of planning commission in
India and our views on the past and present
scenario of economical condition of India
Keywords: Managers, Economic Stability,
industrial responsibilities
Introduction:

We must confess that when we were
speaking thought, it was quite an awesome
responsibility to have to talk to a graduating
management class. A class which after the first
4 or 5 years of on the job traiming will in fact be
living the bulk of their working life in the fist
quarter of the 21st century. One feels hesitant
to talk to people who will be doing most of their
work in a century different from the one inwhich
most of us have been doing ours. However, we
was tempted to accept because we thought it

——
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would be worth digressing here and there on
how very different the next 25 years for you,
new graduates, are going to from the last 25
years for all of us. One reason for this is that
this is a period of tremendous change not just
in India but in the world. It is a change in a sense
which will affect you particularly as you move
into positions of management whether in
government or in business, because it is going
to be a world which is much more globally
integrated than anything that we have known.
And, the best way of assessing that is not to
look at day to day tensions but to try to sec how
different the present situation is from what it
was 25 years ago. 25 years ago you had a bipolar
world with a great deal of tension and most
developing countries were still locked into a
position where it really was not clear where they
were going to be heading or how effectively they
would be able to overcome the limitations of
their lack of development.One feels hesitant to
talk to people who will be doing most of their
work in a century different from the one in which
most of us have been doing ours.

The Different World:

All developing countries and this is a
remarkable thing, since the mid-80s are
undertaking far-reaching economic reforms. This
is true of Latin America, it is true of the former
Communist countries in Asia, it is true of our
other Asian neighbors, it is true of us and of
course this is also true of countries in what was
the former Soviet Union. They are all re-orienting
their systems of economic management, gearing
up to a world that is going to be much more
integrated. This is going to have implications
for how business is conducted in all countries.
Thus, there is today, probably an unpreceden
tedly low level of barriers to trade in the world.
In another week or two if the Maastricht
agreement goes through, GATT’s Uruguay round
will have put in place a completely new
framework of rules and regulations for
international trade for the future which will cover

not only traditional areas of trade, thatis goggs:
but will also introduce international aB"C‘Gment;
to expand tradein the area of services, including
financial services in due course. These are all
areas into which some of you are going to moye
in the future. It is a world, dominated by the
phenomenon of globalization where commercig|
networks have become global, transnationg
corporations operate around the entire world,
technology flows are universal and firms have
become globalized in terms of marketing, brand
names, technology. When 1 was a student at
the university, if we went around the world we
were not likely to see the same consumer brands
in Japan as in England and America. The
situation is totally different today. Finally, even
the world of finance has become globalized as
we ourselves have seen in India where in the
last six months, a large number of companies
have been raising funds in international markets.
Finally, underpinning this network of trade,
economic and investment integration is, of
course, arevolution in telecommunications and
informatics, which has introduced linkages,
instant communications, shortened time lags,
and created demands for flexibility and
introduced frameworks of interaction, which |
.think will make the next twenty-five years
incomparably different from what the last
twenty-five years have been.

Nations Too Have Changed:

N.aturally,_these changes have forced
changes in countries too. We referred earlier to
the chalnges_that have taken place in developing
countries since the mid 80s. We haye _—
somewhat late in responding to this changed
environment, although we did begin tq think
about changing at about the same time, Being
an open and democratic country jn Which
change cannot be introduced from above byt has
to be brought in through an extensive procesgg
of consultation and consensus building, it has
taken longer in India to make these changes than
it has taken in the rest of the world. The fact jg
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countries where these
== g0ing on in India
have been initiated years ez:o and have probably
erthan they arein
elleo to East Asia
,.‘:St fifteen to \\',\_,1\\ years, will certify
that if you went from Delhito Jakarta or Bangkok,
and certainly to Kuala Lumpur in the seventies
you would not have felt that you were moving
3 less developed part of the world.
rather have felt that the infrastructure
fscili:ies. what go under the name of
modemisation, were somewhat lower in some
of those cities than in Delhi. This is not the
position in past. As a matter of fact, the change
that is taking place in our neighbourhood is
really quite dramatic and it is a change that
affects the competitiveness of our economy.
National Growth & Global Competitiveness:
e kind of world that we are moving
oise ssent|=|ly a world in which it will not be
possible for a country to reach its full economic
potential if it is not able to compete globally
with others in the same position. This is
something which observers outside very often
say. We tend to be impressed by what were
happening here at home and the amount of
change that is taking place. In fact, that change
is guite remarkable in the last three years and
considering the size of the country, the extent
of change has been dramatic. But it would be
no exaggeration to say that our competition has
to be with where others actually are today. If
you look at it from that point of view, we would
have to say that the process of change has just
begun. We are very far from the end of the
process and, as a matter of fact, it would be
necessary to continue these changes if the
country is to reap the full benefit that we
expected.The kind of world that we are moving
into is essentially a world in which it will not be
possible for a country to reach its full economic
potential if it is not able to compete globally

into

with others in the same position.

The compulsion to change needs to be
fully understood and it can be understood only
if one recognizes that there is no economically
viable way in which a country can expect to
develop isolated from the world. Some of the
uncertainties which are expressed at times in
India seem to be based on the assumption that
perhaps there is some other way of doing things,
that we can actually proceed in our own way.
But the truth is the compulsions of global
integration today make it virtually impossible for
any country toreach its fullest potential without
fully integrating with the world economy. That
doesn’t mean that we are going to become rich
overnight. This will remain a poor country for a
long time to come. And, that has implications
for how we manage change. But it does mean
that in the areas where we are competing it will
not be possible to compromise on standards and
this is really what those of you will be
responsible for managing government or
industries or non-government organizations and
financial institutions will have to bear in mind.
In the areas where we are competing, we will
have to compare ourselves with the best. This
means that we can- not insulate ourselves from
technological developments elsewhere. It is not
just some- thing that exporters have to pay
attention to. There is atendency at times to think
that integration only means exporters must be
inter- nationally competitive; but others don’t
really have to be concerned. The fact is that
exporters depend on an entire production
structure. Hence the suppliers of the exporters
have to be internationally competitive; the
infrastructure on which exporters and their
suppliers depend, particularly the telecommuni
cations and power infrastructure has to come
up to the kind of standards necessary to achieve
quality production, timely delivery and
competitive prices.The truth is the compulsions
of global integration today make it virtually
impossible for any country to reach its fullest
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potential without fully integrating wi
economy.
Fiscal Responsibility:

The financial system on which exporters
depend has to be able to service them in a
manner which enables them to function
effectively in world trade. Itis precisely to bring
about these changes that our economic policy
has been reoriented in the last three years. In
fact, one of the interesting things about what is
being attemptedis thatitisnota correction that
affects only one part of the economy. The new
global reality also has major implications for
government. We will not be able to achieve what
we want if government cannot function in a
manner that is fiscally responsible, because
everything we know about countries that
succeed tells us that itis a requirement forgood
economic performance that the macro-economic
situation should be well managed, that prices
should be kept under control, that the balance
of payments should not get out of gear and this
in our situation will depend very critically on the
Central Government as well as the State
Government’s ensuring financial discipline. If
financial discipline is not ensured then
essentially it means that inflation will go out of
control, the balance of payments will not be
managed and interest rates will rise too high —
things that people invariably complain about,
when they think about an economic situation
that has got out of hand.

For the government, to bring about
financial discipline it means that we have to
think differently about what exactly the role of
government should be. We have to get away
from the notion that all problems are solved by
increasing expenditure. We have to bring in a
modern tax system that is conducive to
economic efficiency, that ensures that rates of
taxation are moderate and therefore do not take
away economic incentives. We also need a tax
administration that is efficient and that can in
fact collect taxes which in turn depends on of a

find a major problem that anytime you tend to
extend taxation, the tax people invariably say
that our accounting systems dre not such that
we can subject new units to taxation. In other
words, taxation should be restricted only to the
modem sector. This is really not going to be
possible, because if you want fiscal discipline,
and a broad basing of the tax system, then in-
stead of having anover taxed modem, organized

sector with everyone else escaping taxation,

thus distorting the situation, we will have to
move to a system with moderate taxes which
cover everybody. This is a major change which
in the last two or three budgets the government
has tried to bring about and we will require more
budgets in order to complete the task, because
basic changes in tax systems take several years.
They cannot be achieved overnight.If you want
fiscal discipline, and a broad basing of the tax
system, then instead of having an over taxed
modern, organized sector with everyone else
escaping taxation, thus distorting the situation,
we will have to move to a system with moderate
taxes which cover everybody.
Private Initiative:
There is today new scope for achieving
even social results through private activity a
field where, in fact, we are very deficient. We
are referring to areas such as health and
education, particularly in the rural areas. We are
also referring to the economic infrastructure,
and areas of manufacturing, where in the past
we used to push a great deal of government
money into the public sector We have to get
across the signal that the public sector must
become an efficient user of resources. It must
g:z]zetrl?(t)c;etI;?‘izsssurces. for i‘ts‘ own expansion
: s that are efficient will prosper
while those that are inefficient will be subjected
to the discipline that will force them to do well
a;;owtgti]sjevgc:::/néghis is a b.asic change in the
lOlGrate‘ ’ Sit: 1!ngs so far. We can no longer
é ation where a large, non-
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performing economic sector makes heavy drafts
on budgetary resources, which would otherwise
go to meet other needs of the economy such as
the social and economic infrastructure.

As far as industry is concerned it will
have to deal with a much more competitive
situation than it has faced in the past. It has
been an unfortunate fact of the past several
years that Indian industry developed behind high
protective walls. In fact, compared to other
developing countries, we have had what is
widely regarded as one of the most closed of
economies. We are opening it up, but other
countries are opening up much faster. We have
to accept the fact that this process of reducing
protection for industry is essential if we have to
move to a new era where industry will focus on
internal productive efficiency and better use of
available resources affected through better
management.A major change is being brought
about in the area of foreign investment.
Compared to most countries we used to be very
much more closed. The system is now opening
up. It is a reflection of the perception of global
integration, where in fact foreign investment and
the operations of transnational corporations has
become a very important engine for the transfer
of technology and for the development of
marketing links. There is a very large scope for
expansion in this area and there has been a sea
change in government policy. The early results
of this policy are already evident, but its full
effect will still take some time, because changes
that are introduced take time to disseminate,
so as to make the change credible. The process
is under- way.The system is now opening up. It
is a reflection of the perception of global
integration, where infact foreign investment and
the operations of transnational corporations has
become a very important engine for the transfer
of technology and for the development of
marketing links.

The Financial Sector:
Finally, an area of major importance for

the future functioning of the economy is the area
of the financial sector. None of the changes that
we are trying to bring about in the economy can
really be effectively man- aged if the financial
sector is not modernized, because economicre-
structuring is about changing economic signals
pushing resources into areas that are more
efficient, into sectors that are more competitive,
to support firms that are more capable of
expanding. This can only be done if the financial
sector is capable of responding to these signals.
Today, we have a banking system which has
greatly expanded quantitatively; but
qualitatively there is no doubt that it leaves a
great deal to be desired. The banking system
has been heavily regulated, with tight interest
rate regulations, prescribed directions of credit
and a large volume of resources being pre-
empted by the government for its own use.

As we move into a newer situation,
where the government has less need for
borrowed resources, we will be able to free up
our banks so that they can more effectively de-
ploy their resources, lower their interest rates
function more autonomously in pursuit of
economic efficiency. Some of these changes
have already been initiated; but as many people
complain the process has barely begun.
However, some of the changes introduced will
take a couple of years before we sec a full
transformation to the new norms. The question
people ask is whether really the changes will
actually be brought about and completed? We
shall have the answer in next two or three years
when major changes in the economic system
and the system of financial management are to
be introduced.As we move into a newer
situation, where the government has less need
for borrowed resources, we will be able to free
up our banks so that they can more effectively
deploy their resources, lower their interest rates
function more autonomously in pursuit of
economic efficiency.

Impact on Managers/ Industrial sector in
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The changes are going to have a major

impact on the new managers of the future. I
would like to touch on this because in some ways
the more competitive environment in the years
ahead is going to create a situation in which
managers will ultimately come into their own,
whether you look at the public sector or the
private sector. In the public sector, the old non-
competitive situation made the manager very
much subject to the whims of an over-regulating
government bureaucracy. Precisely because the
system could be protected from its end results,
inefficiency could be tolerated and budgetary
support was always available. It was not
necessary to have an environment which gave
maximum flexibility to and also put the
responsibility on the managers themselves. In
the new environment the situation is compietely
different. In regard to the public sector, the
government has now made it amply clear that
budgetary resources are not free goods; no-body
in the public sector can in future count on open
ended access to budget resources, particularly
when our educational budget and our health
budget need so much more by way of funds. This
is the situation which will tilt the balance away
from bureaucratic control towards giving greater
flexibility and accountability to the managers
who run the public sector, because they will be
operating in a more competitive environment
and it will be up to them to ensure that the public
sector functions. In the private sector you will
have an identical situation. The effect of com-
petition is going to be to create an environment
in which the professional manager will comeinto
his own. The earlier protected environment
tolerated perpetuation of family control and the
quest for profits from rents resulting from
licensing.

The more competitive environmentin the
years ahead is going to create a situation in
which managers will ultimately come into their
own, whether you look at the public sector or

Conclusion: .
All these changes are oing to hay,

act on all of you as you go outinto thewond
of business, simply because business i oin

to be very different from what it was in the g
25 years. There will undoub‘tedly PQ Problem,
Any change involves some d{sruptlon and som,
uncertainty and you are seeing today evidenc,
of that uncertainty in some of the reactions y,
the changes. In the public sector, thereis a sep,,
of uncertainty because of the loss of budgetan;
support; in the private sector there is a sense of
uncertainty because of the reduction iq
protection and the question whether Indiap,
industry is ready to compete with lowe,
protective walls; among labour there is fear of
unemployment in case industry is badly hit by

the new changes.
The fact is that some of these

uncertainties are understandable and they exist
in all countries where changes are made. We
ought, to my mind, to take heart from the actual
experience of the recent past and to see whether
there is any reason to fear those changes. My
own feeling is that if you look at the experience
of the past few years there is really no reason
for these uncertainties. All the evidence
suggests that the Indian economy is now at 2
stage where it is fully capable of responding to
the new economic environment.

Thus, only three years ago we had an
economic situation where our foreign exchange
reserves had dropped to about a billion dollars.
Three years later, after having liberalized
imports, removed import restrictions; lowered
tariffs and more or less freed the rupee we aré
Inasituation where imports are not flooding in;
reserves are more than fifteen billion dollars:
exports are rising at 21 %and industry which has
bee.n gping through a bit of a recession is fina!l¥
beginning to turn around. What one needs
make such changes effectively is for t"°
government to stay in power, because non€ 0

imp

Bt Vidyawarta Hntardisclplinary M“'t"ingualRefereedjournal

h Scanned with CamScanner



Scanned with CamScanner



