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Abstract 

Globalization is a process of socio-economic integration cross the globe and is one of the most hotly- debated topics in 
international economics. It is a progression by which events, decisions and activities in one part of the world have 
significant consequences on other parts of the globe. Globalization is a total mindset in which the entire world becomes a 
single market so that the corporate strategy is based on the dynamics of global business environment (Mishkin, 2006; 
Wadhva, 2003; Stiglitz, 2002; Kanda et al., 2001; Bartlett and Ghoshal, 2000). In the present era, it has been accelerated 
tremendously because of the advent of science and technology, improvement in global infrastructure, increase in the 
availability and access to information technology and reduced policy barriers to trade and investment by the public sectors 
(Kreinin and Plummer, 2008; Frankel and Romer, 1999; Brenton et al., 1999; Borensztein et al., 1998).  

 The objective of this paper is to examine the trends and causality between FDI inflows and trade openness in 
India during the globalization era of 1990s. The residual of the paper is divided into four sections including the earlier 
introduction. Section II describes the benefits of globalization. Section III examines the interrelationship between FDI 
inflows and trade openness. Section IV provides conclusion and future challenges 
 
Key words: Globalization, Industrial Development, Industrial Police Resolutions, Five Year Plans, Economic Reforms, 
Liberalization. 
 

Introduction 

The 1obaIization of 1990s were undertaken in many ways such as devaluation of rupee, dismantling import license 
system, full convertibility on trade account, fiscal retrenchment and credit squeeze, abolition of export subsidies, 
introduction of import entitlement scheme for exporters, unification of the exchange rates, removal of the quantitative 
restrictions, massive reduction in the tariff rates and protection rates, easing the restrictions on foreign investments and so 
forth (Ramakrishna, 2003). The impact of globalization is, however, multidimensional and can be judged in many ways in 
the direction of socioeconomic development. That involves both benefits and failures in the Indian economy. 

 The major benefits that the country has been received during this globalization of 1990s are as follows: acelerated 
rate of economic growth, trade openness, capital flows, low inflation, stable current account balance of payments, and 
reduction of poverty, etc. On the contrary, the failures are high fiscal deficit, low agricultural growth, lack of socio-
economic infrastructure, growing inequalities, low employment growth, etc. (Pradhan, 2006; Goyal, 2006). In this paper, 
the study gives emphasis on benefits of globalization. It first discusses on the trends of trade flows and FDI inflows and 
then examines the interrelationship between the two. 

‘Globalization’ has become a buzzword. Everyday impassioned authors and activists, whether anti-or pro-
globalization, put their oars into these agitated waters. Magazines and newspapers also write incessantly on the issue, and 
polls are taken and discussed on ‘global rage’. There are evidently many who thinks that globalization may be 
economically benign,  increasing economic prosperity in the conventional economic sense of enlarging the cake, but it has 
negative dimensions also as it diminishes, not enhances, the3 was on poverty, the assault on gender discrimination, the 
protection  of culture both indigenous and mainstream, and indeed many such aspects (Bhagwati, 2004. For many 
advocates of the globalization thesis, the scope and depth of the flows have created a new world order, with its own 
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institutions and configurations of power that have replaced the previous structures associated with the nation-state (Petras 
and Veltmeyer, 2001). 

 Globalization is a process by which the economics of the world increasingly get integrated, leading to a global 
economy and global economic policymaking. Globalization also refers to increased openness of economies to 
international trade, financial flows and direct foreign investment (Todaro and Smith, 2003), and involves integration of 
national economies through international market for products and factors, resulting in enhanced cross-border flows of 
goods, capital and labour; and flows of information, technology and management know-how (Thorbecke3 and Nissanke, 
2006). 

OBJECTIVES OF THE STUDY 

1. To examine industrial development in view of planned economic development of India. 
2. To review the industrial development and globalization in India during  1991-2011. 

HYPOTH1ESIS 

1. There is no significant growth in number of factories, invested capitals, outstanding loans and number of workers 
during the post-globalisation era. 

2. There is no significant relationship between Net Income, Profits and the IGDP with Indian Industries during the post-
globalisation era.  

RESEARCH METHODOLOGY 

This study is purely based on Secondary data, the work is essentially interpretative and analytical in nature. By 
drawing upon some of the recent empirical evidences on the state of industrial development indicators concerning Indian 
economy, it is proposed to evaluate to what extent the theoretical discussions on the meaning and content of Governance 
is being applied in the context of the development experience of Indian economy especially when it is projected to be an 
Industrial development through globalization in future along with China, another Asian country which is far ahead of the 
race. The limited objective is not various facts of shining part of India, but instead to look in the those areas where India 
has performed very poorly even as compared with some Asian countries. Some of the timely global reports and some 
critical commentaries were the source material for the study.  

Industrial Development and Globalisation During Five Year Plans: Discussion 

First Five Year Plan 

The programmes for the development of small scale industries oh, during the First Five Year Plan were designed 
to achieve the objectives of ex generating additional employment opportunities, mobilising resources of capital and skill 
and providing of more equal distribution of national I as income. During the First Five Year Plan, the public sector outlay 
for village and small industries was of the order of Rs.42 crore, constituting t 2.1 per cent of the plan outlay. Out of the 
outlay, of Rs.42 crore has beenearmarked for village and small industry sector, Rs.5.2 crore has been allocated to modern 
small scale industries. In the First Five Year Plan, I of small scale and village industries were broadly divided into three 
categories: 1. Those which formed an integral part of the village economyfo these were called village industries; 2. Those 
which represented I traditional skills and crafts- these were called handicrafts and 3. Those which were more developed 
and had intimate connection to the corresponding large scale industry-these were called small scale industries. Thus, small 
scale industries were taken to include many newly I organised industries working with power.  
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Second Five Year Plan 

The Government of India, through SSI Board and the Central Small Industries Organisation (CSIO), continued to 
play an important role was in planning and coordinating the various developmental programmes. One of the most 
important functions of the CSIO was the operation of the Industrial Extension Service. This service was set up as a direct 
servicing agency to small scale industries and functioned through the Small Industries Service Institutes and the network 
of Extension Centres set up all over the country. In response to various measures and assistance provided to small scale 
industries, there was significant development in villa small scale industries towards the end of Second Five Year Plan and 
these j and industries were in a position to produce wide range of products requiring or the high degree of technical skill. 
The small scale industries have taken up sma the production of many goods which were being imported previously. c) The 
plan outlay for village and small scale industries was Rs.187 crore accounting for 4 per cent of the total plan outlay. Out 
of the total outlay of and the village and small scale industries sector, an amount of Rs.56 crore has seal been allotted to 
modern small scale industries.  

Third Five Year Plan  

The major objectives of the programmes for village small scale for i industries in the third plan were16 i) to 
improve the productivity of the worker and reduce production cost by placing relatively greater emphasis scai on positive 
forms of assistance such as improvement of skill, supply of technical advice, better equipment and credit; ii) to promote 
the growth of industries in rural areas and small towns; iii) to reduce progressively the role of subsidies, sales rebates and 
sheltered markets; iv) to promote the development of small scale industries as ancillaries to large industries and mo v) to 
organise artisans and craftsmen in cooperative lines. enc The major thrust of Third Plan with regard to small scale schi 
industries has been to increase and diversify the production, to integrate per between large scale and small scale industries 
over the wide range of industries and the development of small industries as ancillaries. The outlay earmarked for the 
development of village and small scale Iris industries during the Third Plan was Rs.241 crore, of which, modern small 
scale industries account for about 47 per cent.  

Fourth Five Year Plan  

The main objectives of the Fourth Plan with regard to small and village industries were i) to promote coordinated 
development of large and small industries by, a) reserving further expansion either exclusively or partly for the small scale 
sector in certain industries, b) developing small industries more vigorously as ancillaries to large industries, and c) 
encouraging the participation of small industries in the export drive; ii) To decentralise the industrial sector by developing 
industries in rural and semi-urban areas and dispersal of industries both large and small  
scale; iii) to foster technical development and managerial skills in the small industries sector as to achieve higher 
productivity and better quality, reduction in cost and efficient utilisation of available resources and iv) to encourage 
organisation of cooperatives by small entrepreneurs for their supply, servics and marketing activities. 
The main thrust of the developmental programmes of the small scale industries during the Fourth Five Year plan was 
utmost utilisation of the existing capacity, intensive development of selected industries and promotion of industries in 
semi-urban, rural and backward areas. During the Fourth Plan, it was proposed to continue the existing reservations to 
products of small industries to undertake the programme of modernisation of machinery and equipment for selected 
industries, to encourage the production of import substitutive items and to formulate schemes for training and financial 
assistance to technically qualified persons so as to enable to set up industries. For effective implementation of the above 
programmes, the plan proposed to strengthen the Small Scale Industries Development Organisations, Small Scale 
Industries Service Institutes, and the State Industries Directorates and Small Industries Corporations. According to the 
Fourth Five Year Plan, the scheme for a supply of machinery on hire-purchase terms by the National Small Industry 
Corporation and State Small Industries Corporations would be expanded.  
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Fifth Five Year Plan  

The principal objectives of the programmes for the development of small industries in the Fifth Plan are to 
facilitate the attainment of some of the major tasks for the removal of poverty and inequality in consumption standards 
through creation of large scale opportunities for fuller and additional productivity of employment and improvement of 
their skills so as to improve their level of earnings. The Plan also proposed to reorient the programme to step up the 
production pf some of the basic and essential articles for masses and also the products which have a larger export 
potential. The broad strategy of the programmes for the development of small industries was to18 i) develop and promote 
entrepreneurship and provide a package of consultancy services so as to generate maximum opportunities for employment 
particularly self- employment, ii) facilitate optimum utilisation of the skills and equipment of the persons already engaged 
in different small industries, iii) progressively improve the production techniques of these industries so as to bring them to 
a viable level and iv) promote these industries in selected growth centres in semi-urban and rural areas including 
backward areas.  

Sixth Five Year Plan  
 Village and small industries during the Sixth Five Year Plan would be  i) integration of the promotional programmes in 
the programmes in the sector with other area developmental programmes and adoption of a pragmatic : pa’ approach 
particularly for the traditional industries; ii) restructuring of the the organisational base at the district level to make it more 
effective and result oriented; iii) development of appropriate technologies and skills, f 11 their effective extension and 
transmission; iv) increased availability of raw materials including creation of buffer stocks particularly of critical raw mot 
materials; v) accelerated flow of institutional funds specially in favour of sup artisans, village industries and tiny units and 
rationalisation of the iii) interest rate structure; vi) organisation of producer-oriented marketing pub both within and 
outside the country; vii) selective reservation of items for the exclusive production and purchase from the cottage and 
small industries; and viii) effective promotion of ancillaries; ix) strengthening and extension of indt cooperative form of 
organisation particularly for the cottage and tiny units v) p and x) building up of a sound data base to facilitate proper 
policy formulation and evaluation. 

Seventh Five Year Plan  

The main focus of the Seventh Plan has been on upgradation of (technology by strengthening creation of tooling 
and workshop facilities for development of prototype design, new products and processes, revamping ex the 
organisational structure for the development of small scale sector, promoting the dispersal of industries to the less 
developed areas and re provision of training facilities. Ancillarisation has been given great emphasis. The Seventh Plan 
has proposed to continue the District Industries Centres Programme launched in 1978 with the objective of providing all 
the services and support facilities to small industries under one roof. According to the Seventh Plan, emphasis would be 
laid on giving integrated and comprehensive marketing support to small units through marketing counselling, research and 
special studies. The value of output of village and small industries at 1984-85 prices was targeted to increase from about 
Rs.65,730 crore in 1984-85 to Rs.1,00,l00 crore by terminal year 1989-90 of the Seventh Plan, registering an annual 
growth rate of ac 8.8 per cent. Employment coverage was estimated to increase from 315 lakh persons to 400 lakh 
persons. The exports were targeted to reach Rs.7444 crore with annual growth rate of 10.2 per cent during the Seventh 
Plan. Against the Sixth Plan outlay of Rs.1780.45 crore (expenditure Rs.1979.71 crore), the outlay for the Seventh Plan 
stood at Rs.2752.74 crore. 

Eighth Five Year Plan 

During the Eighth Five Year Plan, the public sector outlay for village and small scale industries was envisaged at 
Rs.6334.20 crore. The value of production from village and small scale industries has been - targeted to increase from 
Rs.l,95,294 crore in 1991-92 to Rs.2,94,775 crore by the end of the Eighth Five Year Plan. The employment was expected 
to - reach a target of 553.74 lakh persons during 1996-97 against the 443.22 lakh persons in 1991-92. The value of exports 
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was expected to raise from Rs.22,989.16 crore in 1991-92 to Rs.50,215 crore by the end of  
1996-97. The value of production of small scale industries alone was expected to increase from Rs.l,60,000 crore in 1991-
92 to Rs.2,33,436 crore by the end of 1996-97. The employment in this sector was expected to I reach 150.50 lakh persons 
by the end of the terminal year of Eighth Plan from 126 lakh persons in 1991-92. The exports from small scale industries 
were targeted to reach Rs.20,200 crore by 1996-97 as against Rs.12,658 crore during 199192. 

Ninth Five Year Plan  

The Ninth Plan (1997-2002) noted that the small sector was presently producing about 8000 items, out of which, 
821 after the recent dereservation of 15 items, were reserved for production in the small in sector. However, out of the 
reserved items, it was observed that as many as 200 were either not produced at all or their production was insignificant. 
Besides this, Ninth Plan has observed that during the few years the growth of small scale industrial sector in the non-
reserved I areas has been higher than in the reserved categories which is proof of its inherent strength and resilience and 
its ability to respond to the challenge of the market forces”.25  

To improve the technology of small scale industries, Small Industries Development Bank of India had already set 
up a Technology Development and Modernisation Fund with a corpus of Rs.200 crores. The government also set up 
technology trust funds with contributions from state governments and industry associations for the transfer and acquisition 
of the latest technologies.  

To provide technological support and training to the small scale sector, tool rooms with German, Danish and 
Italian assistance were set up at Indore, Ahmedabad, Bhuvaneshwar, Jamshedpur and Aurangabad.  

Tenth Five Year Plan  

The Tenth plan (2002-2007) observed that by the end of March 2002, there were over 3.4 million small scale 
industrial units in the country accounting for more than 40 per cent of the gross value of output in the manufacturing 
sector and about 35 per cent of the total exports of the country. They provided employment to over 19.2 million persons, 
which is second only to agriculture. It was also observed that during Ninth Plan Period, SSIs created over 3.2 million jobs. 
The value of production of small scale industries has been estimated at Rs.4,62,641 crore in 1997-98 which has increased 
to Rs.6,90,552 crore registering an increase of 4926 per cent. The employment has increased by 15.57 per cent during 
Ninth Plan i.e., from 16.7 million persons to 19.3 million “persons. The export of the small scale industries have been 
valued at Rs.44437 crore in 1997-98 which have increased to Rs.65,000 crore in 200 1-02 recording an” increase of 46.27 
per cent during the Ninth Plan Period. 

Conclusion 

To provide technological support and training to the small scale sector, presently 10 tool rooms are functioning at 
Kolkata, Ludhiana, th Jallandhar, Nagur, Hyderabad, Bhubaneswhar, Jemshedpur, Ahamadabad, an Indore and 
Aurungabad. A new tool room and training centre has been set up at Guwahati. Many tool rooms would be set up in 
various states to help to in the creating localized training and production facilities. Under 1th Technological Upgradition 
and Management Progromme (UPTECH) we which has been taking care of modernisation and technological needs of as 
the SSI clusters, six clusters were identified to takeup diagnostic studies an A major cluster development programme 
would be taken up during the in Tenth Plan period through the UPTECH scheme. There are about 350 important clusters 
in the country identified and a few new clusters would be taken up for development each year.  

In addition to 58 Integrated Infrastructure Development Centres aimed at augmenting infrastructural facilities, 50 
more centres are proposed to be taken up during the Tenth Plan period.  
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The National Small Industries Corporation (NSIC) Ltd. was Pr established in 1955 to promote and faster the 
growth of small industries Ce by providing machinery on here purchase, equipment on lease, raw material assistance, 
marketing inputs far domestic and exports, single point registration, technical and managerial assistance. National Small 
In Industries Corporation has established five technical service centers at Okhla in Delhi, Rajkot, Howrah, Chennai and 
Hyderabad to provide technical and consultancy services to SSI units.  
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