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Cha"gi“g Dimensions of Emerging Business Enterprises
CHAPTER S0 (W HAT IS THE WAY OUT?
YEARS -
N RECENT

SLOW ECONOMIC GROWTH I
llege of C ommerce Sural,

Gujarat

S . jum Co
Dr. Ashish N. p andya Associate Professor S.P.B. English Medim

Introduction the first, 8 period of high growth rate with moderate inﬂaﬁ
(-] ]

The period 3 1 ided into two phases — A upled with high inﬂatio.n rate. This o, on ,
period 2003-04 to 2013-14 can be divided into two P onomic growth hc:v ePw be carefully diognised in order m'l'::lex ccop

second period beginning from 2008-09, witnessing slow rate of econd causes o al
situation in the Indian economy is described as the “Great Reversal™. 1t f the eleventh five year plan and it Witnesseq , o .
2005-06 and 2006-07 — which alsg saw l'?bh

: the first year ©
at reasonably plausible policy prescriptions. The year 2007-08 was 5 - : als
of growth of 9.3%. This was preceded by two years of the tenth five year P ent contained good deal of optimism 44 ly

9% in the final year of the plan, T

growth rate of 9.5% and 9.6% respectively. The eleventh five ).rear P rowth of 10% _
achieving an average growth rate olt)" 9% byy achieving a slightly h'gh.er mtz:grﬁy would be able to make a big dent o jig © Plany
commission also felt that if this goal could be realized, then the lnd!a":c U.S.A. from the last quarter of 2007 and lasteq for 'Sten by
percentage of poverty. However, the “Great Recession” that began 10 e h.t ;lbout a reduction in the growth rate Steeply to 670, 18
quarter and engulfed within its fold large part of the world economy, broug omy as a whole. Its growth rate came down less- inj
with what happened in many countries of the world including the world econ had also fallen into recession. Most countrieg f‘hlnz
as a result of which the policy makers could pronounce that the world economy educed interest rates and o 0 ﬂle N
undertook identical economic stimulus measures of providing larger

dit at 1
amount of bank cre & ’
i .o The U.S.A. , the European countries a5 cal
policy measures of reducing taxes on business and higher goyemment sPef‘“i::ge conomic stimulus and the next two years _erll as J
reduced their interest rates practically to zero. India also provided the requisi

0 ctively. However, the Indi 10 g
2010-11 - could achieve a significantly higher economic growth rate of 8.6% 3"‘:1 t:;?’?yr::f :lan wzen it could record a :;;:?gn b‘h
1o slide on the lower growth, trajectory from 2011-12, the last year of the elevent é 1013-14, recorded the lowest growth rg cﬂ{ltlylow.
growth rate of 6.7%. The first two years of the twelfth five year plan 20]2']3. anl A'at arE)und 5.5% by various organi 1€5 in b
decade — 4.5% and 4.7% respectively. The estimated growth rate for 2.014-.I Sisp ai;e4°/ to 6.5%. The inflation rate s ulﬂhom_
half of the period — 2003-04 to 2007-08 - registered moderate rates of inflation e dn at c;)nsi.dcrably higher level l:i o in
2008-09 and except for the year 2009-10, when it touched a low figure of 3.6%, remaine » during 201¢., e

2012-13. The relevant information is presented in the following table.

Table — 1 : Macroeconomic outcomes’ 2003-13
Growth of : J ’
Year ot Pehio FiscaICDe:lti:tl/GDP Agriculture Rela";':(::ince " FDI (R'ah.) |
% % P, %
200304 N 55 43 108 100 193
2004-05 71 65 39 0.1 96.4 26947
2005-06 95 44 4 5.5 97.7 BEI S
2006-07 9.6 6.5 33 4.1 100.5 102652 1
2007-08 93 48 25 6.3 102.7 139421 |
2008-09 6.7 8 6 -0.3 103.7 907
2009-10 8.6 3.6 6.5 0.4 115.1 1578
2010-11 8.9 9.6 438 9.5 1215 134
2011-12 6.7 8.8 5.7 53 119.6 1548.16
2012-13 45 74 49 0.9 112.5 1465.82

The above table presents a picture of the Indian economy that combines robust growth with price stability between 2003-04 and 2007-08.

The parliament had passed the Fiscal Responsibility and Budget Management Act (FRBM Act) under which the Central Government was

required to reduce fiscal deficit to 3% and revenue deficit to 0% by 2008-09 and this could be achieved by this time except that the target

for the economic deficit had to be put off by one year. This was one of the important factors that contributed to price stability. Again, aftr

2003-04, the FDI inflow went on increasing year after year. This inflow, coupled with the inflow of foreign capital on account of portfoio
investment more dnn offset the current account deficit on India’s balance of payments, contributing to a healthy growth of foreign
exchange reserves which touched a high figure of $314.6 billion by end of May 2008 in contrast to only $5.8 billion by end of March 1991
This imparted in tun, lot of stability to the dollar-rupee rates. In fact, the supply of dollars on the foreign exchange market was so argei
the later part of this period 2003-04 to 2007-08 that the Reserve Bank of India had to undertake sterilization operation to ma
m Wt;e l:a the ”I::“" ""”""i”m the m impact of this phenomenon on the domestic money supply and
owel, ‘ n h""“mw e thésm one year to another, it, on the while, presents a stable picture ©
tant phenomenon. In the second phase of | s period, apart from the inflow of FDI, there was also outflow of FDI when

ket investment abroad — Tata group investing in steel and car industry in E

hile thes icant landmarks in India’s corporate history, they
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Changing Dimensions of Emerging Business Enterprises
Saving - Investment Behavigy,.

Ju is the volume of saving that determines the yo
other factors hkg rate of Interest, marginal effj
relevant information on saving and they, investm,

ume of investment, which in turn, would determine the growth of GDP in any economy,

ciency of capital, productivity of capital etc. remaining same. | present below first the
ent.

Table - 2 .
"__,___\’_e\“)omesﬁc Saving by Sectors (at current prices) as % of GDP.”’
Item 2004-05 .
20506 | 200607 | 20008 | 200809 | 200910 | 200011 | 201142 | 201213
ot \
Household 236 23 N
Sector 3 232 224 236 252 23.1 228 219
Private T T r——
corporate 6.6 7.
o 5 7.9 94 7.4 8.4 8.0 7.3 73
e —
Public Sector | 2.3 24 36 5.0 1.0 0.2 2.6 1.2 12
Gross
Domestic 15
Saving s 334 34.7 36.8 32.0 33.8 33.7 313 30.2
14243) J

',Oenf::u::ll;z\;: gr::g%;: .at ]t:eu‘:zof':;:“g_fefonss from 1991 brought to the Indian economy is that they raised the rate of sgving from 25%
2012-13. This table also iy tg Ing ta le,. we can see that the lowest rate of saving is 30% witnessed by the Indian economy in
from which it came down steeply to 2 le\gv l)/m_terestmg points. The household sector shows the highest rate of saving of 25.2% in 2009-]0

tal savings is also quite i Y 77 1n 20412-13. It is important to remember that in case of household sector, composition of its
” in th q important. In total savings, the relative share of financial saving in comparison to saving in physical assets is
lmp&mn:hm h . Zense .lhat- savings in the fOrpi of financial assets can give push to investment or capital formation by the business sector.
l?l; ﬁfl(i)n clr'o ;21" Savmi n phygcal assets !1ke land, buildings, gold and silver, even if it proves to be profitable for the household§ js pot
. P 'N§ productive investment in the economy. It can give rise to unproductive speculative activity in these assets, vitiating
the overall investment climate in the economy. This is what ordinarily happens when inflation rate is high. High inflation rate in the
economy reduces the real rate of interest on financial saving and encourages its diversion to physical assets. Over the past five to seven
YCAIS, t.h'S ha§ been happening. This also led to huge import of gold, adding to the deficit on the balance of trade in the Indian economy.
Financial saving was 12% of GDP in 2009-10 and came down steeply to 7.1% in 2012-13. On the other hand, saving is physical assets was
the lowest at 10-8%_ in 2007-08, and increased sharply to 15.8% and 14.8% of GDP during 2011-12 and 2012-13 respectively.Let us now
tumn to saving by private corporate sector. It was 6.6% of GDP in 2004-05, increased to 9.4% of GDP in 2007-08 and came down to 7.1%
of GDP in 2012-13. While it certainly went down, the decline was not as steep as it was in case of the financial saving and saving by the
private sector.The worst performer, however, was the public sector. Its saving was 2.3% of GDP in 2004-05 and became 5% of GDP in
2007-08 and then, except for one year 2010-11 when it was 2.6% of GDP, was less than 1.5% of GDP for all years up to 2012-13. It is
interesting to note that for its two important components — saving by public authorities and by government administration — it has been
negative for practically all years. This fact also explains the persistence of high level of revenue deficit as percentage of GDP which was to
be brought down to zero percent as a part of our programme of fiscal consolidation. We can see here the important link between declining

rate of saving and declining rate of economic growth in recent years in the Indian economy.*

Investment Spending

We now turn to gross capital formation or investment spending in the Indian economy during the period under consideration. It is useful to
note that it consist of three parts — (a) Gross fixed capital formation, (b) change in stocks and (c) valuables. Of these components, the first
namely gross fixed capital formation is by far the most important in creating its impact on the growth of GDP and the relevant information

is presented below.
Table - 3 : Gross Capital Formation at Current Prices as a % of GDP
Item 2004-05 2005-06 | 2006-07 | 2007-08 | 2008-09 | 2009-10 | 2010-11 | 2011-12 |2012-13
Gross Fixed
1. |Capital 28.7 30.3 313 329 323 31.8 309 318 304
Formation
(a) |Public sector 6.9 7.3 79 8 8.5 8.4 7.8 72 7.8
Private
(b) |corporate 9.1 11.8 12.5 14.3 10.3 10.2 104 9.4 8.5
sector
Household 0.6 13.5 13.2 12.7 15:2 14.1
i f 11.2 10.9 1
(c) " 12
¥H73 -
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ses
Ch‘"xingl)im ions of B “!’nsm.inalEn'ﬂPﬂ

e 4
Change in 28 34 — Ly N
3 1.1 1.2 T~ 2N |
e Vlhllbles 1.3 5 35.5 36.4 3.5 \
4. |Gross capita) 125 342 359 ﬂN 364 N d
formation 3 \ 3.
Source National Income Accounts, CSO. 8

P in 2004-05 to 32.9% in 2907-08 and fip,)
. . ‘ , from 28.7% of GD d from 6.9% of GDP in 200405 . oY dg
Zgle g;t;ss sﬁl::neﬁ claplzgl fon;u;m::c tr:::e g:z:‘g?;l capital formation 13]‘:"(’;;2, hand the household secto, gmssl(;]f'so/" in 30l
came down to 72; i ezg‘llz 11c3 registering a marginal decline. On reased to 15.2% in 2011-12, onjy 4 Tegist s
12.7% % G oy 2"03‘4_05 I;e : og increasing year after year and ";g/ to GDP in 2004-05 increased to 36.59, ines 2 may
14.1% in 201213, I line ‘Wiﬂll) this, gross capital tgnzaﬁonb;hgsr:?-ggln , when rate of_ saving _holvelred alround 2 % 2:3 'ty
* 34.7% to GDP showing R e 1, tho, iufhow: of forvign St TBEly from g, 8o
Az . : ing accounted for by itative change with higher gy, Mul
insetciln:gol:: :;3“&2 ff:’efdl;h ;o?"et;f;:::tes.bf\ﬂir 1991, there has been a q::: tt:?etrll movingg around 34%, %trisw(t):rahe of Ghp
touched 309 during the course of the decade and over the past 10 yeaflss Similarly, the rate of gross capital fory, atio > & oy Vi
it has gone below this leve] to touch a low figure of 30.1% in 20}2' t e being accounted for by inflow of fore; 1on 3 tg,,.
level of 35%, the differencé between the investment rate and saving ra Depository Receipt (ADR) anq GIOEZI Cap;
heads such a¢ FDI, external commercial borrowing(ECB), Ame&cmilnvestment rate as shown above, thege fates
(GDR).While there has been decline in the domestic saving rate and ewth rate from 9% to 4.5%. This Clearly indi'c
signiﬁcamly S0 a5 10 be able to explain a sharp decline in the GDP g(riod ring the days of higher GDP growth rae la
capital output ratjo has increased considerably fro 4:1 as was assumed du while all three sectors continued ¢, und 20
an indicator of productivity of capital having gone down steeply: i ts for one reason or another coylq not fiye o
keeping rate of investment at high levels as in earlier years, these investmen

: igni rate. A steep increa
1 10 final output, giving to the Indian economy a significantly lower growth
institutions, particular]

Projects — roads, brig

g y

Se In the rate of bag lo;;]:(:) ;

: : the same phenomenon, The large Nump

: ial banks is a pointer towards : : L B¢ Mumbey o

4 th; put?hc se}:tor:so ?nr:e;zl‘:le? ?:as remaF:ed incomplete halfwa); e1t:§r i"gr dlfﬁ:i:ulty ;n tc)lnvnron oy
es, housing, airpo . eted in time and profi,

that in land acquisitioﬁ and so ong If the existing investment projects could not be comp . Ling

> Y are |
i through and b

their dark shadows on the new projects across the spectrum. The twelfth five ye]ar p(lja:(::]l::g ‘:: {)n if:thge ::xt ?‘]:,g ?ﬁ:s sholf dbe fﬁad:
~Peed up the completion of all investment PGSO = IRursionbey POMeE, Wpe f '; are at high levels despite haying . " '° fy

the productivity of capital, “The fact that even today, saving and v el eedily, we should be able to ushey ;- "1

higher leve] reassures us that if we are able to find ways to complete PfQLe‘:t,s stl}), shor,t run.However, only 3 o l“ ;*‘Pld Howg
income even in the short run, This should eneble ugr(;w between 7 to 7.5% in the . ’ 0 higher {:v.ﬂw
saving can take us back to the growth rate of 9 percent.”

High Inflation Rate

If we look at table 1, in the first phase of 2003-04 to 2007-08 which experienced high growth rate and low
five saw high rate of agricultural growth, wi

: i i 0 growth rate.
, with only one year 2004-05, witnessing near zero
second phase from 2008-09 to 2012-13, that saw slow GDP grgwth' and accgleratmg mﬂz:nor:l,l ot:,otgsar:
extremel r record of agricultural growth, with 2008-09 experiencing negative growth rate among : y
of five saywngsatisfactory rate of agricultural growth. The table shows not only s}ow rate of agncultpra pro

le
ke]

\

i Ty
8 declineg f,,

inflation rate, fo,, years oy
On the other hand, during
2008-09 ang 209-09.1q
ars. All in all, three ye
duction in the second p

i
s o
hase, g

groups associated with thq? agricultu
farmers by reducing their interest burden. Similarly, the introdu

number of days and also provided not only stability but increase in th i

: f the o
i the past few years. This being the pmpingg“ff:ffj{;ﬂ,ﬁ cnouhh:;
inflation, the Indian economy has witnessed a phase Wih and high inflation since 2008-09. “It is no than a ti
,,.' sblic w@' formation in e has bo:n ona é’fﬁmm for ovtrh two decades, and by 2010 had collapsed to less "
its level in 1993, It can come as a surprise then that agricultural

) ton CO
growth is less than satisfactory. So Iong as this situation
em: inflation in the economy.
is likely to remain an important factor determining growth and
agricultural production

Scteihned by CamScanner




mofgrowth Witnessed Yyt mmnreis. . |
frpact on the grpim D€ Indian Cconomy. An yer o M€ Service sector is associated with the reltive decline in the
o impact of the Great R, O "¢ economy i 1o OF ReBative rat of growth of the agricultural sectr i bou
when it is busy solvi ecession of 2007.g9 ot thee mmmmmmmmm mmm > “
y Vll\amemimrmbyummmy‘mm‘mhm“mwofm t
" sector. This imbalance in the policy thinking needs
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About the Book

The present book underlines one of the most desperate rweg@s of present_ pelallloaka, Ll
changes. The very distinct quality of a change is it can be a positive of Ia negative change. In a
layman’s world a change is always a cause of distress, but for an experienced and well learned
manager a change becomes an opportunity. Highways for growth aﬁd A _compulsonly
crosses the intersection of change for corporate. The human civilization is the living evidence
of shifts and humongous changes in the way we used to execute things and the conditions we
used to live in, what has changed everything is an important question. A successful manager,
a visionary manager would not only lead an organization towards wealth and profit making but
towards “Acceptability towards change”. It is a distinct quality which distinguishes between
organizations which will grow and which will be gone. Changing dimensions which are caused
by changes in present dimensions are really an opportunity in disguise for emerging business
enterprises, if they can foretell their occurrence with precision. Formulating strategies and shifting
their methodology of overall functioning can lead to a success in changing dimensions. The
present book widely covers the various aspects of changing dimensions for various emerging
enterprises. Various dimensions like business ecosystem, innovation and entrepreneurship
have been accommodated in the present book which underlines the importance of various

like business ethics, importance of entrepreurship in the growing nomy. The book

ncorporates burning issues like Brand Buidr nges are
t

quite evident and brisk. Various dimensions of business environmsnt like i\ =alth
Management, People Management and Being Human and Education System hav given
due consideration in the present book. The book also covers another business dimension which
is considered to be more and more for change is International Business. This rare combination
of emerging dimensions of business environment in the form of present book is expected to
be not only useful but a milestone in the process of decision making of entrepreneurs. It is

believed that it is going to be most referred tool for academicians, researchers, industrialists
and professionals in the same manner.
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