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Abstract— During the past three decades, a remarkable 

globalization of the world economy has been taken place. In 

the Post-Cold War era, globalization has got itself rooted in 

the geopolitics of the world economy. The vast majority of 

the developing countries have decided to globalize. The 

important factor behind globalization has been the modern 

technological revolution, the multinational corporation of the 

advanced countries is the major driving forces and WTO has 

an important role in promoting globalization. Globalization 

means integration of the economies of the world with one 

another which expand international markets. Integration take 

place when product and factors move about freely as among 

the different countries and there are no restrictions like 

quotas, licenses, ’high tariffs’ administrative barriers etc. on 

the movement of the products and factors. With of the world 

so integrated that the factors and products will move about to 

meet the demands of the people everywhere. True 

Globalization should make free movement of labour 

unhindered by national boundaries. So in the context of 

globalization we need a new dictum “Think globally and Act 

globally”. True development is only by integrating and 

working together by nurturing and including natives, tribes 

and indigenous peoples. In the era of globalization, we live in 

an increasingly interdependent world and we live in a “World 

without Borders. “Free trade which is at the basis of 

globalization leads to specialization in production as per the 

resources of the countries. This results in efficiency gain 

which is based on the “Principle of comparative advantage”. 

Globalization helps to equalize the factor-incomes among the 

trading countries. In free trade situation, countries specialize 

in terms in terms of their factor endowments. As a result the 

wages of labour rise in countries like India where labour 

intensive techniques are used. Globalization of financial 

markets increases the supplies of finances at the time of need. 

A significant gain in this regard is the availability of “Direct 

Investment”. It provides capital, technology, marked-access 

and managerial skills. Movements of labour are a good 

example of integration of the countries and therefore of 

Globalization can prove beneficial for both developed and 

developing countries. A change in the economic policy, 

beginning with the middle of the 1980’s, but more precisely 

in 1991, brought about a drastic turnabout in the functioning 

of the economy. At domestic level, the economy began to be 

liberalized alongside permitting an increasing role for the 

private sector. Globalization also has been effected 

agricultural sector especially in India. Due to New 

Agricultural Strategy India has achieved relative self-

sufficiency in food grains and its imports became negligible 

and India is also able to accumulate larger buffer stock of rice 

and wheat. When the expansion of Net Sown Area (NSA), 

irrigated area, development of rural in fracture and land 

reforms played an important role. When high yielding crop 

verities agricultural inputs like fertilizers, pesticides and 

improved crop production technologies ushered in the Green 

Revolution. When Minimum Support Prices (MSP) and 

procurement of agricultural commodities were ensured and 

food grains storage and distribution system was expanded at 

the national level. In this time, liberalization and 

globalization was also took place with the establishment of 

the WTO. The fourth phase in India started after the economic 

reforms of 1991.The nineties recorded the relatively poor 

growth of agriculture despite its great potential. The GATT 

agreement signed in 1995 will fundamentally change the 

global trade picture in agricultural sector. The Indian 

agriculture sector faced many challenges in New Economic 

Policy under Wombat it has opportunities also. The crop 

pattern has been changed, it has shifted from food grain to 

crash crop which can be problem for food security and can 

raise the prices of basic food grain. There is a need for some 

developmental projects and policies so that Agricultural 

Sector in Indian can complete with the world in this era of 

Globalization. For the second green revolution includes 

wasteland development, minor irrigation, functioning and 

viability of cooperatives, grading, storage of agro-products 

and their processing cold chains and modern abettors. As a 

result of Globalization whether India’s entry it’s the world 

trade on importer or exporter will significantly affect world 

market prices which impart resulting changes in domestic 

prices will have on domestic production and procumbent 

prices have risen faster, leading to rise the market prices of 

food grains and general price level. For agriculture related 

products, inputs and services, all restrictions would have to 

be removed. Thus; India has the potential to become a major 

“bread basket of the world”. 
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I. INTRODUCTION 

Globalization can be defined as an expansion of economic 

activities across political boundaries of nation’s states. It 

refers to a process of deepening economic integration 

increasing economic openness and growing economic 

interdependence between countries in the world economy. 

roman economic point of view globalization happens through 

three channels I)trade in goods and services ii0movement of 

capital iii)flow of finance. The first step in the direction of 

globalization was liberalization in trade of goods and services 

which led to an unprecedented expansion of international 

trade between 1950 to 1970.This was followed by the 

liberalization of regimes for foreign investment leading to a 

surge in international investment which began in the late 

1960s.This had two dimensions)the deregulation of the 

domestic financial sector in the industrialized countries and 

ii)The introduction of convertibility on capital account in the 

balance of payments. Globalization in India is generally taken 

to mean integrating the economy of the country with the 

world economy.  This in turn implies opening up the economy 

to foreign direct investment by providing facilities to foreign 

companies to invest in different fields of economic activity in 
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India. Through dilutions and ultimate scrapping of restrictive 

laws like FERA. allowing Indian companies to enter into 

foreign collaborations in India and also encouraging them to 

set up joint ventures abroad,  carrying out massive import 

liberalization programme by switching over from quantitative 

restrictions to tariffs in the first place and then brining down 

the level of import duties considerably and instead of a 

plethora of export incentives like duty drawbacks, cash 

compensatory support ,replenishment licenses and other 

fiscal incentives etc., opting for exchange rate adjustments for 

promoting exports. This research paper tries to highlight the 

steps undertaken for globalization and the impact of 

globalization in different sector in Indian economy. 

II. OBJECTIVES OF THE STUDY 

The objectives of the study are 

1) To study about the actual definition of globalization and 

to know about the impact of globalization on Indian 

economy. 

2) To know about the steps towards globalization by the 

Indian government. 

3) To know about the problems which emerge due to 

globalization and to suggest the measures for solving the 

problems of globalization? 

4) To put forward an ideal model of globalization and 

compare it with the total globalization in India. 

5) To put forward recommendations for developing the 

steps towards globalization so that it has a strong effect 

on Indian economy. 

III. METHODOLOGY OF THE STUDY 

The data will be collected from primary and secondary source 

in India. The primary data will be collected with the help of 

interview and survey method. The primary data will also be 

collected from a sample survey among the different trading 

units & organizations, exporters & importers, the farmers, the 

producers & consumers or buyers of the products, retailers & 

whole sellers in the market etc. The information has been 

through observation and the conclusion has been made on the 

basis of the information analysis. For evaluating the 

objectives of the study the secondary will be collected from 

the various sources such as books, journals, reports,  websites, 

university libraries, planning commission ,govt. publications 

(central and state),state & district wise statistical office, 

export & import committees etc. 

A. Globalisation in India 

In 1960-70 domestic financial liberalization has encouraged 

market forces by reducing the role of the states in the financial 

sector. The demarcation lines between banks, insurance 

companies and finance companies have been diluted, bond 

markets and equity markets have been liberalized, controls 

and regulations on both the inflows and outflows of capital 

have been removed and institutional investors have emerged 

in the developed countries who are both willing and able to 

invest in global markets. Multinational corporations (MNCs), 

which have their operations spread over a number of 

counteies, have served as important vehicles of globalization 

as they account for a large part of foreign direct investment 

and of trade in goods and services. This globalization process 

were sown in the early 1980s as many concessions were 

granted to foreign capital MNCs were allowed to enter a 

number of crucial sectors to which their entry was previously 

restricted or banned, provisions of FERA were not strictly 

enforced, import liberalization process was accelerated 

considerably and downward adjustment in the exchange rate 

of rupee was restored to. The real thrust to the globalization 

process was provided by the new economic policy introduced 

by the government of India in July 1991 at the behest of the 

IMF and the World Bank. The period after 1980-81 was 

marked by severe balance of payments difficulties. The 

second oil shock pushed up the import bill substantially while 

exports lagged considerably behind. Thus trade deficit rose to 

astronomical heights. During Seventh Plan private 

remittances also showed a tendency of flattening out. As a 

result net invisibles could finance only 24% of trade deficit in 

seventh plan. The problems were increased by the Gulf War 

in 1990-91.The problem got further accentuated by India’s 

increased reliance  on high cost external commercial 

borrowings and non-resident deposits all through the 1980s 

as the flow of concessional assistance was considerably less 

than the requirements. Much of this borrowing on 

commercial terms was in the form of relatively short term and 

potentially volatile instruments increasing the vulnerability of 

Indian economy to changes in investors’ confidence and 

expectations. The large deficit in India’s balance of payments 

in 1990-91 and the politically uncertainties at home, the 

investors’ confidence in the Indian economy was shaken 

suddenly and there was a substantial capital outflight. Default 

could be avoided only if credit was made available from the 

IMF and World Bank. The stabilization and structural 

adjustment programme of the IMF-World Bank had the 

following three components. i)stabilization which  basically 

implies cutting down fiscal deficit and the rate of growth of 

money supply ii)domestic liberalization which consists of 

relaxing restrictions on production, investment, prices and 

increasing the role of market signals in guiding resource 

allocation, iii)external sector liberalization or relaxing 

restrictions on international flows of goods, services 

technology and capital. Globalisation is identified with 

external sector liberalization. Stabilisation means cutting 

down fiscal deficit and the rate of growth of money supply 

are essential for keeping inflation and balance of payments 

under control as both these problems arise from a mismatch 

between aggregate demand and aggregate supply. Domestic 

liberalization involving relaxation of restrictions on 

production and investment leads to a reduction in 

bureaucratic interference and controls. 

1) Steps towards Globalizations 

a) Exchange Rate adjustment and Rupee 

convertibility 

The most important for integrating the economy of a country 

with the global economy is to make its currency fully 

convertible i.e. allow it to determine its own exchange rate in 

the international market without official intervention. This 

measure has to be accompanied by lifting of exchange control 

measures in a phased manner. As a first step towards these 

measures, the IMF insisted on devaluation of the Indian 

rupee. The government of India made a two-step downward 

adjustment of 18-19% in the exchange rate of the rupee on 

July1 and 3, 1991.In the subsequent years the government of 
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India has progressively moved forward towards full 

convertibility. The 1992-93 Budget introduced a dual 

exchange rate system implying partial convertibility of rupee. 

The 1993-94 Budget introduced full convertibility on current 

account on August 19,1994 when RBI under Article VIII of 

the IMF under which India is committed to forsake the use of 

exchange restrictions on current international transactions as 

an instrument in managing the balance of payments. Many 

other relaxations of restrictions were announced in 

subsequent years. 

b) Import Liberalisation 

In 1990 the World Bank had advocated redesigning of the 

import policy so that there is only one negative list and 

imports of all items not explicitly on the restricted list are 

allowed lowering of imports tariffs on all goods and freer 

entry to capital goods, intermediate goods, raw materials and 

consumer goods into the Indian economy. The 1992-97 

export-import policy allowed the free import of all items 

including capitals goods, except a negative list. The 

supplementary trade policy announced on August 13, 1991 

decanalised the import of 20 items. The government has 

reduced the maximum rate of import duty such as the 1993-

94 Budget had reduced import duty from 110% to 

85%.Beside this India had also committed itself to the 

phasing out of quantitative restrictions from 1997.Now it 

have been totally removed. Moreover, as a part of the 

agreement on Trade Related Intellectual Property 

Rights(TRIPs),the Patents Act,1999 was passed in March 

1999 to provide for Exclusive Marketing Rights(EMRs).This 

was followed by the adoption of Patent Act,2002,in May 

2002 and by Patent Act ,2005 in March ,2005.The 

competition from imports would improve efficiency, quantity 

and technology besides making international quality capitals 

goods and inputs available to our  export industries. 

c) Opening up to Foreign Capital 

To attract foreign capital and integrate the Indian Economy 

with the global economy the government of India has thrown 

open the doors to foreign investors. Varies incentives and 

facilities like foreign capital aid, FERA, FEMA, 

multinational corporations etc. have been offered to foreign 

investors in new economic policy. In 1991, the government 

announced a specified list of high technology and high-

investment priority industries wherein automatic permission 

was granted for direct foreign investment up to 51% foreign 

equity. Many other measures have also been announced from 

time to time. For instance, Foreign companies have been 

allowed to use their trade marks in India and carry on any 

activity of trading, commercial nature, repatriation of profits 

by foreign companies has been allowed, foreign companies 

wanting to borrow money or accept deposits are not now 

required to obtain permission from RBI restrictions on 

transfers of shares by a non-residents to another non-resident 

have been removed, disinvest of equity by foreign investors 

no larger needs to be at prices determined by the RBI,100% 

foreign equity participation has been allowed for setting up 

power plants in the country, NRIs and overseas corporate 

bodies owned by them have been allowed to invest 100% 

equity in high priority industries with reparability of capital 

and income, foreign direct investment under the automatic 

route has been permitted up to 100% for all manufacturing 

activities in special economic zones(SEZs),100% foreign 

direct investment has been allowed in pharmacy 

sector,airports,hotel and tourism industry, township 

development, courier services and Mass Rapid Transport 

System(MRTS),FDI limit in private airlines has been hiked 

to 49%,FDI limit in private sector banks has been raised to 

74% etc. 

2) Effects of Globalization 

a) Effect on the External Sector 

The process of globalization initiated in 1991 and the far-

reaching changes in industrial and other policies have led to 

considerable changes on the external sector front, The 

Finance Minister in his Budget Speeches in 1994 and 1995 

claimed the following achievements on the external front. I) 

our foreign currency reserve which had fallen to 1billion 

dollars on March 10, 1995.ii) Exporters are responding well 

to sweeping reforms of exchange rate and trade policies. iii) 

The fears expressed in some quarters that our trade policy 

would generate a disruptive flood of imports and weaken our 

economy have been shown to be completely unfounded. 

Liberalisation and openness have actually increased our self-

reliance. Exports now finance over 90% of imports, which 

was only 60% in 1980.iv) The current account deficit was 

over 3% of GDP in 190-91.It is expected to be less than 0.5% 

in 1993-94.v) At the time of crisis our external debt was rising 

at the rate of $8 billion a year.vi) Contrary to what many 

feared, the exchange rate for the rupee has remained 

remarkably steady despite the introduction of full 

convertibility first on trade account and then on current 

account. Foreign exchange is following through legal 

channels earlier. vii) International confidence in India has 

been restored; As a result, foreign direct and portfolio 

investment has increased rapidly in the last 3-4 years. In the 

entire post reform, expeting three years 1995-96, 2008-09, 

2011-12 when there was a reserve drawdown there was 

substantial accretion to foreign exchange reserves in all other 

years. As a result the stock of foreign exchange reserves rose 

from only $1.1 billion in June 1991 to as high as $ 360 billion 

at end-March 2016. 

b) Effects on the Indian Enterprises 

The process of globalization in India has led to an ‘unequal 

competition’-a competition between ‘giant MNCs’ and 

‘dwarf Indian enterprises. ‘Even the large Indian enterprises 

are just pygmies compared to the multinational corporations 

and while some of them have already been gobbled up by the 

latter, some others are awaiting their turn with bated breath. 

The unequal competition stems from the following reasons 

which are-  i) The Indian enterprises suffer from size 

disadvantages as compared to the MNCs. ii) the Indian 

corporate sector operated in a protectionist environment. The 

quantitative restrictions and steep customs duties ensured a 

captive market. The industrial licensing policy of the 

government to prevent the growth of monopolies restored to 

fragmentation of capacity among many producers. Thus the 

resources of the business houses were spread over a number 

of products and markets instead of intensive development  of 

select industries, The result was an inefficient and flabby 

industrial structure of agglomerative firms under family 

control with fragmented capacities and without economies of 

scale, largely stagnant technology, depent on the state for 

finance and protected market with little experience of real 

competition and with a vested interest in an economy of 
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scarcity and shortages which the system of controls had 

provided. iii) The cost of capital for Indian business is much 

higher than MNCs due to higher interest rates within the 

country than outside Indicative. iv) For strong financial base 

MNCs are in a position to bear losses in business more time 

than the Indian capitalists, they have enough muscular power 

to force out the Indian partners from joint ventures and grab 

control of their companies. v) Indian firms continue to suffer 

from handicaps developed under the earlier regime of 

controls. Restructing and downsizing of Indian companies is 

not easy as labour laws do not allow easy retrenchment of 

labour. But MNCs start their new enterprises with modern 

technology and reduced requirement of labour. vi) High, 

multiple and cascading indirect taxes-especially at the local 

level, where they are not applicable to foreign imports-result 

in making Indian goods uncompettive. Te state has allowed 

imports from MNBCs in areas that are reserved for the small-

scale sector whereas Indian business is not allowed to 

produce in those areas.vii) in some areas the state has pursued 

policies that have discriminated in favor of MNCs. For 

example, in the power sector the state has offered counter 

guarantees only to MNCs for fast-track projects without 

providing similar concessions to Indian firms. The taxation of 

capital gains has favored foreign firms with far lower rates 

and MNCs are allowed 100% subsidiaries. For these reasons 

the process of globalization unleashed in 1991 has created a 

new world where not only there has been an inflow of 

substantial foreign capital but the domestic corporate sector 

for the first time saw itself as the target rather than the 

‘beneficiary’ of the heightened activities of the foreign 

investors. The swiftness, aggressiveness with which the 

foreign investors sought to penetrate and capture the domestic 

market has caused serious worry to the Indian corporate 

sector. In the case joint ventures .the MNCs have shown 

alarming speed in pushing over their Indian partners and 

gaining full control on the enterprise. viii) Effects on Indian 

Agriculture: After a period of relatively robust economy 

performance in the late 1980s the new government decided to 

introduced substantial reforms and adopted a programme of 

economic stabilization with help of IMF and World Bank. In 

1991 India embarked in comprehensive reform of the 

economy that would transform India from a controlled to a 

fairly open economy which is integrated with world 

economy. 

IV. CONCLUSION 

Globalization renders several benefits. Free trade which is at 

the basis of globalization leads to specialization in production 

as per the resources of the counties. This results in efficiency 

gain which is based on the ‘principle of comparative 

advantage’.1) Globalization help to equalize the factor –

incomes among the trading countries. Due to factor 

endowments used for production.2) Globalization of 

financial markets increases the supplies of finances at the 

time of need. A significant gain in this regard is the 

availability of ‘Direct Investment’. It provides capital, 

technology, marked-access and managerial skills.3) 

Movements of labour, largely workers, a good example of 

integration of the countries and therefore of Globalization can 

prove beneficial for both developed and developing 

countries. The migrated labours are filling in the needs of the 

labour in the developed countries. The migrated labours are 

filling in the needs of the labour in the developed countries 

and emigrations from developing countries help developing 

countries to cope with the population pressures and also 

problem of unemployment can be solved to a some extent. 
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