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. COMPARATIVE. ANALYSIS OF INDIA, CHINA,. 
MEXICO, AND SOUTH-EAST' ASIAN COUNTRIES: 

China and India: Comparative Study on E~onomic Reforms, 
. . . . . ' 

The reform strategy of China has been different from that of India and very different 
from that of Asian economies and some other countries. The Chinese did not show 
any haste or anxiety in thdr action and refused to be pressurized in whatever they did 
even. if the rest of the world· including, tlie US critieized them. Price controls and 
regulations functioned al~ng with fre,e market prices·. The result was that the 
common man was given protection against inflation, which was allowed in mild. 
dos~s along with increased growth and: investment. 

A comfortable and acceptable legal framework for foreign investors in China was 
created to replace arbitrariness and red tape while sacrificing some authority of the 
central government. Gradually many restrictions were eased and investors were 
induced to come forward. Comparatively speaking, the environment in India was not 
quite satisfactory; it was marked by uncertainty, vagueness and delays. The result was 
a mere trickle of ~I into India in comparison with its flow in China where a body 
of joint venture regulations took care of contentious issues, brought transparency in 
rules, avoided detailed negotiations and improved wage goods availability. 

India's reform strategy cannotbe quite easily compared with thatofChina though that 
is done often. China and some other countries of Indo-China as weli as some of the 
erstwhile republics of USSR had central planning, which was also partlx.true of the 
Indian economy. Like India in 1951, China adopted the Soviet model in 1949 and 
opted for a sort of open door policy in 1978. Her agricultural reforms benefited the 
ruraL -people significantly. This was an important matter. since China had a 
predominantly rural economy .. Unlike India where reforms remained a relatively 
unknown q:uentity iri. the rural sect_or, in China, they were welcomed by a large part 
of th~ population. Reforms in: other ~ectors, including foreign trade and investment, 
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were also introduced. These were not accompanied by economic or cultural shocks· 
since the process was slow, steady and graduaL Of course China has still to do a lot 
to cope with its fast modernizing economy because of its antiquated bureaucracy and 
infrastructure. With the gradual opening ofthe closed Chinese economy, increasing 
rural incomes led to an increasing demand for the products of non-agricultural sectors 
which would absorb the surplus rural labor and capital and which now worked for 
more exports. Like China, India too could have gone first for agricultural and then for 

' non-agricultural development Despite the generation of some inflationary and 
cyclical tendencies, the Chinese economy proceeded satisfactorily in spite of 
macroeconomic pressures like the demand for higher government expenditure and 
reduceq inflation, which could jeopardize reforms .. 

We can note that China has given its own colour and shape to reforms, which are 
marked by politico-economic adventure and an attempt to reorganize the country as 
a majoF politico-economic power, way ahead of that in any other country. It has 
already overtaken Russia and the way it is proceeding, it can overtake the US whose 
superiority is gradually being dimmed, At the same time questions are being raised 
about the very concepts of globalization and liberalization, a path, which some 
countries are treading with caution. 

There was a dramatic decline in absolute poverty in China from about one-third to less 
than one-tenth of total population in a short period of seven years between 1978 and 
1985 following economic liberalization. Surprisingly, however, no further reduction 
in poverty was achieved during the second half of the 1980s, and the proportion of 
total population living in absolute poverty stagnated around 9%, despite high overall 
economic growth during that period 1• Much of this remaining poverty is rural, as the 
head-count ratio for the rural sector was 11.5% in 1990 as against 0.4% for the urban 
sector. Further, absolute poverty is now almost entirely restricted to resource
deficient remote vpland areas in the interior provinces of northern, northwestern and 
southwestern China, where poverty persists on account of low productivity of land, 
despite the poor enjoying the land-use rights. In India on the other hand the head
count poverty r~tio has gone up during the reform period, from 35.04 in 1990-91to 
38.46 in 1997 in rural areas and from 35.11 to 37.23 in the country as a whole but the 
urban poverty has gone down during this period from 35.29 to 33.972

. However a 
recent survey of National Sample Survey Organisation of Govt. of India3 indicates 
that there is a significant decline in poverty estimates on the basis of a 30-day recall 
of household consumer expenditure. The survey data indicate that the poverty on all 
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India level has gone down during the refonn period from 36% in 1993-94 to ~6% in 
1999-2000 and ~e rural poverty has gone dowri from 37.3% to 27.1% during this 
period against the urban poverty from 36% to 23.3% 

' .. 

Common Fe~tures and Experiences 

China and India have much more in comll10ll than demographic and economic size. 
A number of factors make comparative a11alysis potentially rich. First, both countries 
are attempting simultaneously but independently to liberalize disfi.mctional systems. 
of central planning, state ownership and government regulation, which have been 
created in the four decades of democratic .socialism in India and of communism in: 
China. Both have carried through a significant measure of market reforms in industry, 
the financial sector, trade and foreign inv~stment rules (and; in China, agriculture} . 
. Both are also gradualists in their approach td economic reform4. Second, both are 
generating a form oftransitional capitalism :which has distinctive characteristics~ one 
is a large state sector which is as y~t on· the whole untouched by privatization but is · 

· being 'commercialized' and is contracting in rei~tive, if not absolut_e terms; another 
is fierc~1y competitive family-based; private busi11ess-though the concept of 'private' 

. business in China is still legally murky~ Inboth cases, but especially in China, there 
are substantial injections of capital and business organization from the large 'family 

\ conglomerates' of the Indian and Chinese Diasporas. 

The legitimacy and durability of India's political -~ystem is not in doubt but it has 
imposed considerable constraints on the economic refonn process. In the words of a 
key refonner: 'gradualism was the inevitable outcome of India's democratic and 

highly pluralistic society in which refonns ~an only be implemented if they are based 
on a sufficiently wide consensus' 5. 

In China, the argument shifted decisively in 1976 with the death of Mao, and the. end 
of the regime of the Gang of Four, The adoption in 1978' of the 'Four Modernizations' 

. . 

slogan provided a framework for a new direction by the Communist Party that 
empha,sized 'great growth in the productive forces which, in rurri, requires diverse 
changes in those.aspects of the productive forces' 6• The decisive1978 meeting of 
the 11th Central Committee cleared the way to domestic policy changes (ownership 
and management reforms, decentralization, price reform) and to opening up of trade 
and .foreign investment, both of which h.ave·since beer1 steadily developed. 
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Although the pressures for liberalization were largely internal (especially in China), 
there was also an external dimension. India has long been exposed to the ideas of its 
aid donors, particularly those of the World Bank, from whom there was growing 
criticism and programme of conditionality. The two oil shocks exposed India's 
external weaknesses, and in the early 1980s a balance-of-payments crisis led it to seek 
and adopt an International Monetary Fund (IMF) programme and to liberalize some 
imports and to promote exports. A further serious external financing crisis in 1991 
forced India back into the arms of the IMF,. to devaluation and to a more radical 
reorientation of policy. For China, too, a key event was an incipient balance-of
payments crisis· in 1978/9, in this case brought about by Mao's successor Hua 
Guofeng, whose attempt at reinstating centrally planned industrialization led to an· 
unmanageable flood of capital goods imports, with no capital inflows or exports to 
pay fOF them. These events helped to catalyse the acceptance of an.' open door' policy. 

China has emerged as a "bastion of: stability" in the Pacific region particularly after 
the South-East Asian crisis, which could not affect its economy. China's foreign 
reserves continue to grow, and tile Chinese currency remains stable with a tendency 
toward appreciation. Most fundamentaliy, China differs from ASEAN in the 
relationship between domestic and foreign financial markets. Most of the massive 
capital inflow China has enjoyed has come in the form of foreign direct investment, 
and the currency is not convertible on the capital account. China h~s relatively little 
exposure to private debt denominated in foreign currency, and the interactions 
between volatility in domestic financial markets and foreign currency markets are 
quite limited. As a result, there is little danger of a downward spiral caused by 
mutually reinforcing volatility in the markets for foreign exchange and domestic 
financial assets. There is thus little danger for the present that China will catch the 
"Thai disease." 

Comparative Analysis of Foreign Direct Investment in Select 
Countries: 

India and China 

China is the major recipient ofFDI amongst the developing countries. China's inflow 
of FDI has increased from an annual average of $4652 million in 1987-1992 to 
$45460 million in 1998 (See Table-I), which is a tenfold increase over a period often 
years. China's early entry into economic reform in 1978 has created proper 
infrastructure and transparent policies for attracting FDI accompanied with 
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economic decentralization. It's share in the developing countries total inflow ofFDI 
has increased from 13.17% in 1987-1992 to 27.40% in 1998. India on the other hand 
which entered late in the economic teform process in mid-1991 has also been 
receiving FD I with consistent increase over the reform period but in comparison with 
China, India's share is very small. India's share in FD] inflow was only $550 million 

- in 1993 which increased to $3351 million in 1997 but has gone down to $2258 million 
in1998i. In terms of percentage it has incteasedfrom0.7% in 1993 to 1.36% in 1998 
amongst the developing countfies tota1 inflow of FD I during these periods. ' 

. ' .. ; 1 ! 

I 

If we look at the FDI inward stock,_ there was stagnanation in India. between 
1980' and 1990 that is during the pre-reform period because the FDI inward 
stock remained unchanged at $1179 million in 1990. However the FD I inward 
stock has gradually increased to $5196 million in 199 5 and to $10973 million 
in 1997 and t~ $13231 milliO'n in 1998:. Thus there is considerable increase in 
FDI inward stock during seven yeats of economic reform in India. China's 
FDI inward stock in 1980 was only $S7 million or practically nil as compared 
to India's $1177 million but it has g,one up with. skyrocketing speed with in
a short period during 1990s from $4305 million in 1985 to $18:.568 billion in 
1990 aQd $261.117bn. in 1998, which is 21.42% of the total FDI inward stock 
of the developing countries total and: 5:.31% ofthe world FDI inward stock 
(See Table III). 

If we compare the FDI inward stock of China as a percentage of its gross domestic 
product, its share has gone up from 1.5% in 1985 to 5.2% in 1990 to 23.5% in 1997 
(See Table III). This shows a very vital role of FDI in China's GDP, India's share 
of FDI inward stock as a percentage of GDP on the other hand is comparatively 
very low, that is 0.4% in 1990 but has gone up to 3.3% in 1997 indicating an __ 

- improvement during the reform period. FDI inflow as a percentage of GDP has also 
increased substantially in China from 0.9% iit.1991 to 4.3% in 1997 (See Table V} 

as against India's 0.1% in 1991 to 0.7% in 1997. The data in Table Vindicates that 
- FDI plays a growingly dominant role in the gross economic activities in China 
whereas in India the role of FDI is very negligible so faF. If we make a comparisons 
of FDI inflow as a percentage of the gross capital fomiation in the two countries, we 

- find that in China it has increased from 4% an annuaF average between 1987-9-2 to. 
14.3% in 1997 (See Table II) whereas inindiaithas gone up from 1% in 1993 to only 
4.2% in 1997 a level where China began in 1987. 
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Thus all the various parameters as given in Table-I to V shows that China is much 
ahead oflndia in attracting FD I. The aggregate effect of the above analysis is reflected 
in an increase in the level of gross domestic investment in China as a percentage of 
GDP from 35% in 1980-89 to 39% in 1990'-96 (See Table VI) as against India where 
the level of gross domestic investment is. very low at 24% during 1990-96 which has 
marginally gone up from the pre-reform period of 22% in 1980:..89. The impact of 
increasing inflow of FDI in China is also visible in the GDP growth rate in China,. 
whichwas9.6%during 1982-91 onaverageandwentupto 14.2%in 1992and 13.5% 
in 1993 (See Table X). An almost double digit GDP growth in the whole 1990, in 
China is really very remarkable achievements of China's economic reforms and its 
positive effects on overall investment climate both domestic and FDI with. a 
considerable effect of increase in the gross domestic products .. 

The comparative studyofFDI inflow between India and China will remain incomplete 
unless we make an analysis of the source of FDI inflow in both the countries. A 
detailed study has been made about India in this respect in Chapter-IV and about 
China in Chapter-V Table-X] of Chapter-IV shows that almost 100% FDI in India 
has come from foreign countries, and non-resident Indians' (NRis') role in India's 

: FDI inflow is almost negligible whereas in case of China almost 60% ofFDI inflows · 
has come from ethnic Chinese residing in Hong Kong, Macao, Taiwan and Singap~re 
as evident from Table-VIII and IX, Chapter-V. ~ 

The second noticeable difference in FDI inflow in India is that USA plays the lead 
role with 28.65% oflndia's total FDI inflow followed by several European countries 
contributing 22.84% during the reform period (August 1991-March 1998). The 
other major contributories are Japan (6.88% ), South-East Asian Countries (12.29%) 
and the tax shelter country, namely Mauritius (15.58%). The share of NRis is a 
nominal 0.7%. 

The third important aspect of comparison between the two countries is the period of 
the beginning of reforms. China began reforms in 1978 and started receiving FDI 
from 1979 and up to 1990 China had a gradual and consistent flow of FDI and the 
cumulative flow of FDI over 12 years of initial periods of reforms in China was 
$18.98 billion (1979-90). By this. time China was mature enough to receive FDI 
through its Special Economic Zones (SEZ's) with an open door policy and thus was 
able to exploit the full advantage of surge in FDI inflow to deveroping countries in 
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the decade of 1990s. India on the other hand was .a late comer in mid 1991 when 
economic reforms just began. 

The fourth important point of distinction between India and China is about the nature 
and composition of the flow of foreign investment, which in the case of India 
consisted of FDI and portfolio investment, sharing almost an equal portion in 1996-
97 as evident from Table-VIII Chapter-IV The total foreign investment in India 

·during the reform period (1991-98) was $26.39 billion of which FDI constitute_d _ . 
$10.87 billion and portfolio investment constituted $15.53 billion, which on a rd"ugh 
scale was 60% of the total foreign investment in India. I~ may be pertinent to mention 
that technically money raised by Indian companies through globar depository 
receipts are treated as portfolio investment although the money is utilized in industry 
and is not invested in the secondary market directly~ The money so raised was $6~54 
billion during the said period in India. On the other hand in China the foreign 
investment consist mainly of FDI and portfolio investment has practically no role 
because the concept of stock exchange itself is very new to China and the first stock 
exchange was opened in China in 199 5. The Foreign Institutional Investors have not 
been allowed freedom in the Chinese stock exchange, which is so far mainly 
controlled by state owned enterprises in China. 

Another important point of distinction between the two countries is the actual 
inflow over the approvals granted for investments. In India the actual flow as percent 
of approval was only 21.7% on average during the reform period (1991-1998) as 
evident from Table-XIII Chapter-IV. In case of China the actual inflow is much higher 
and accounted for 69.05% of the approved amount on annual average basis during 
1991-1998 as evident from Table-IV of Chapter-V. 

However, there are certain points of similarities about the role of foreign enterprises 
in India as well as China particularly their negative contribution in the international 
trade. The imports of foreign enterprises (FFEs in China and MNCs in India) are 
far in excess of their exports and sometimes have also exceeded the net inflow 
of funds brought by them. The empirical evidences are available in Table-XIV 
Chapter-IV in case of India and Table-XII & XIII in case of China in Chapter-V. 

Another remarkable similarity is noticed in respect of the impact of FDI inflow on 
external sectors of both the countries, which were solely dependent on externar 
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borrowings for meeting the current account deficit during their pre-reform period. It 
has been observed that in the early periods of reforms-in China more than two-third 
of the foreign capital inflows was in the form of external borrowings between 1979-
1990 which came down to one-fourth of the capital inflow in the later part of the 
reforms in the 1990's as evident from Table-III, Chapter-V in case of China. Similar 
evidences have also been noticed in case oflndia where debt service ratio, debt GDP 
ratio and other vulnerability on external accounts have been considerably reduced 
with increasing foreign exchange reserve, built by inflow of foreign investment 
during the reform period (See Table-XVI and XVII, Chapter-IV). 

China's inward FDI stock was only 5.2% of GDPin 1990 and has grown to 18.8% 
of its GDP in 1995. This indicates that much of China's FDI inflow has come during 
the period 1990-95. At the same time it is seen that Hong Kong China's inward stock 
has gone down during this period from 75% of GDP to 50.6% of GDP and its outward 
FDI stock has increased during the same period from 17.7% to 60.7%. This gives a 

clear indication that after liber~lization of FDI policies in China there is transfer of 
FD I stock from Hong Kong China to Mainland China. Another important feature as 
evident from this table is that during the pre-reform period China had no FDI stock 
whereas in case of India FDI inward stock was in existence since 1980 though India 
went fm economic ·reform in 1991. 

Comparative Analysis of FDI inflow in China and India 
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A detailed study on Mexico has been made in Chapter-VI, which reveals. that 
stabilization and structural adjustment program began in Mexico in early 1980s after 
the debt crisis in 1982. In this respect similar to China, Mexico is also a forerunner 
in the field of economic reforms as compared to India. We have noticed in our studie-s 
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in previous chapters that economic reforms have ~-direct relationship with inflow of 
foreign investment in place of external debts. Almost all developing countries before 
embarking on the J?ath of economic reforms followed the path of inward oriented 
policies and external borrowings were the only maj()F SOUrce of funding their CUFrent 
account deficits. Mexico opened its FDI route throughMaquiladmas in the border 
districts but soon thereafteF atso allowed portfolio i~vestment. in its stock market 
through Foreign Institutional Investors .. Simiiru: to India, foreign investment in .. · ,,.:,." ·-
Mexico consisted both types,. Direct investment and Portfolio investment. 

• - • • • 0 

FD] inflow in Mexico has been much largerh1valu~ as compared to India as is dearly 
evid.ent from the figures given in Tabl~-t Th~)nmial average FIDI in Mexico was 
$.4.310 billion during 1987'-1992 as compared to· a negligible $58' million annual 
average i~ India during this period. The FDI inflow in Merle() during this peribd is 
comparable with Chl~a. which had an. an~ual average· inflow of $4.652 billion 
during ~his period. India had j\ist qegatt'its reforms in mid 1991 _and therefore FDI 
flow in India began only afteF the reforiils process were started. Mexico ''s share in. 

. . . ' '· ~ . . 

the developing countries was 7044% in 1997 as compared to India's 1.94% during: 
that year which was almost four fold'. The. cumulativ~ inflow during '1993-98 in 
Mexico was $60.86billion as against Ind,ia's $ll.70 billion which was more than 
5 times. - · 

India and South-East Asian Countries 
It may be reiterated at the outset that all the countries in South East Asia under study 
had opened foreign investment policies much earlier to India and consequently the 

. : . 

FDI inflow in all those countries were considerably high during late 1980's and 
particularly at the time when India began its reforms in July 1991. Amongst the five 
select countries, the FDI inflow in Malaysia and Thailand were_much higher than 
Indonesia, Korea and Philippines. The annual average infl()W during 1987-1992 in 
Malaysia was $23 87 million and in Thailand $1656 million and in other three 
countries it was below $1000 million as· evid,ent from Table-I. 

There are few discernible and distinguishing featUres ofFD I iiiflow in the South-East 
Asian countries inter se as well as the South-East Asian countries as a whole vis-a-

- -

vis India, which represent the South Asian countries. The first important feature is 
the volume of FDI inflow. If we take th~·total figures of FDI inflow of the- five 
select countries which does not include Singapore it comes to $84L226 billion during 
1993-1998 as compared to $11.702 billion of india but if we compare individual 
countries India exceeds oni¥ Philippines .. · - "·. . 

255. 



The second distinguishing feature is that amongst the five select countries the FDI 
inflow during six years (1993:-1998) was largest in Malaysia followed by Indonesia 
which was marginally higher than Thailand; Korea occupied fourth position and 

. Philippines was in the fifth position. lt may be pertinent to mention that all the five: 
countcles individually received much low~r FDI infl()was compared to Mexico and 
Chimi: during t~is period. · 

. . 

The third distinguishing feature is tnat t}i.e FDI inflow in all the cnsis hit countries in 
' -

the year 1998 remained positive except Indonesia where there was a negative flow 
of $356 billion. In two countrie~ namely, Thailand anq Korea, t.he :FD I inflow in the 
year 1998 almostd~ubledtheFOiinflowi~, 1997. In Thailand, tfieFDiinflowin 1998; 

· wa~ $6969 million as compared to $373~ .millio~ in 1997' and in Korea it was $~ t43' 
milli~~ in 1998 as comparedto$2844 million in -1997. This fiighersurgeofFDI flows 
in these two countries could be due to drastic fall in the exchange rate and the share 
prices which mad~ purchase of domestic enterprises by the multinational companies 
cheaper as generally happens on the prlricipl¢ of 'Fire Sale FD r as often cited by Paui 
Krugman the noted economist. Surprisingly the FD] inflow in Malaysia went down 
from$5106 millipn in 1997 to$372Tmil1ion in 1998. This could be possible d~e to 

. capital account controls introduced in Malaysia after the currency crisis. Another 
distinguishing feature is that the FDI inflow has consistently increased in the select 
South:: East Asia.n countries during: '1993~ 1998 and their shat~ in the developing 
countries was 11.08% ov~r this period.·.· 

The statistics. given in Table.-II is in respect of inward and outward FDI flows 
as the percentage of gross fixed capital formation in the select countries 
during 1987-1997. The first distinguishing feature, which emerges .from the 
said table, is that Malaysia is the· ione country with. considerable high 
percentage of inward and outward FDt-Though the share of inward FDI as the 
percentage of domesti~:; investment has come down in Malaysia from 20.3% 
in .1993 to 12.2% in 1997 _it stiU occupies an important position amongst the 

. . . 

select countries after Mex,£co and China:.· 
. . . . . . 

Tabk-III gives the details of FDI inward stock of the select countries during 1980~ 
1998'-. The data ~eveals · t4at Indonesia has, the -highest amount ot inward· stock of 
$61.116 billion followed by Malaysia $4t00~- billion and Korea $20.478 billion, 
which is marginally higher than Thailand $19,.978 billion in the. year 199&. India's 
FDiinward stock of $13.23i billion,is.h1gher than Philippines$10.133 billion in 

2.56 
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1998)ndia in true sense is comparable with Korea and Thailand to some extent but 
is far behind Indonesia and Malaysia. 

Table-IV gives the details of inward FD I stocks as the percentage of GDP in the select 
countries. A cursory look at the table shows that Malaysia has the highest FD r inward 
stock which is 38.1% of its GDP, higher than China where the ratio is 23.5 and 
Indonesia where this ratio is 28.6%. Thus it appears that FDI occupies a predominant 
place in Malaysia and Indonesia as revealed from Table-III & IV: Korea where FDI 
inflow is much higher than Indonesia and Malaysia, the FDI inward.stock in terms 
of percentage of fixed capital formation and as a percentage of GDP is much lower 
signifying a lower dominanc~ ofFDI in that country. India can be compared to Korea 
in terms ofFDI inward stock as the percentage of GDP, which is 33 in the year 1997 
as against 3.5 in Korea. 

Table-V gives the details of FDI inflow as a percentage as. GDP in the select 
Asian. economies between 1991-1997. The data of this table are different from data 
of Table-IV, which reflect FDistock as a percentage of GDP. All the countries under 
study show an increasing trend of FDI during this period. However their respective 
share is different. The ratios ofMalaysia and China are comparable with 5.3% of GDP 
(Malaysia) and 4.3% of GDP (China) in the year 1997. One distinguishing feature 
between China and Malaysia is that in China the ratio has gone up from 0.9% in 1991 
to 4.3% in 1997 whereas in case of Malaysia the ratio has gone down from 8.3% in 
1991 to 5.3% in 1'997. The share of India is 0.7% in 1997 as against0.1% in 1991 but 
it is the smallest amongst the select countries and can be compared only with Thailand 
and Philippines where the ratio was 1.3% and 1.14% respectively in 1997. Indonesia's 

· ratio was 2%, which is higher than Thailand and Philippines but much lower than 
Malaysia and China. 

Table-VI gives the overall investment to GDP ratios in select countries with different 
block periods in the previous four decade during 1960's. It appears that Mexico's 

- investment. GDP ratio was lowest during 1990-1996 at 22% of GDPand Thailand's 
was highest at 41%. Amongst the other sdect countries Malaysia had 38% followed 
by Korea 37% and Indonesia 32%. India's share was 24%, which was higher than 
Philippines with 23% during this period ( 1990-1996). The above ratio suggest that 
as developing countries all the select countries are trying their level best with 
maximum possible amount of domestic investment by meeting the savings investment 
gap by the inflow of foreign capital in the form ofFDI and external borrowings. India 
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has a long way to go from its present domestic investment ratio of 24% to compet~. 
with Thailand and China, which has a higher investment ratio of 39%-amlAl%. 
respectively. It may be pertinent to mention with the existing ICOR of foUF, India 
needs to invest at least 36% in domestic investment in order to achieve a growth rate 
of 9% from its present level of GDP growth rate of 6%. 

A Comparative study of FDI inflow in Select Countries (1987-1998) 
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4:1 ..... ... .. .. ........ ~.,~. ..~:.i=.L::: ::::::$:.4 ...... : ... !?.:§ .. :::: .:::::::::t::.?L::: .. 

Outward 4.7 5.0. 5.3 6.0 6.3 8.0 
:~Y~~:e:~~g:::~:~:~:~~::········· ······················ ·········-·····························································:····:·::::~:~ .. ::::::::: ;····························· ···························· ;··························- ···· ····················--··· 

Inward 
Outward 

Mexico ...... inwar-d 
~::::g~:~~-~::::························ ··········~··········· ································· 
China 

Inward 
Outward 

4.2 
5.7 

············································· 

3.6 
5.6 

3.7 
6.1 

4.7 4.8 
7.0 I 7.3 

6.5 
9.7 

9.4 ................................................. ~ .................. ~ .. ?..:.?. .......... .?..9..:.'?. ............. ~ .. ?..:.?. ............. .':! .. ~.:-~ ......... ! 
0.4 -0.1 1 .3 -0.6 1 .4 

4.0 
1.1 

12.2 
2.0 

17.3 
1.0 

14.7 
0.8 

14.3 
0.8 

14'.3 
0.8 

:E~I.i9:::i5~69:.::9.:f.i:i6~:::::::::.:::.::::: :::::::.:::::: ................................. -.................... ::::::::::::::. ::::::::::: ............................................................................................................. :.:.::::::::::::::::::::::::: 
Inward· 9.9 11.5 10.6 7.7 11.5 9.9 

~-.:<?~iWa.r<:j:·: .. ···· ............................................................................... j:!iii::F?-........................... ···· ....... 55-:-!3 ............. e;e;·:·a .. :·:· .. :·:·~·i3:::'r ......... ss:-:; .. --·· ....... 40~4 ..... . 
India 
Inward 
Outward 

lnd<in.esia. ;-· .. inward ..................... .. 

Malayasia 

1.0 

2.7 4.3 

1.4 
0.1 

2.6 
0.1' 

3.8· 6.7 
1.1' 0.9 

2.8 
0.3 

4.2 
0.1 

8.9 7.0 
0.9 0.3. 

Inward' 1 B. 1' 20.3 14.9 11 .1· 12.1' 12.2 outward ... ............. · ....... ··:2':·a · ································ :; 5~9...... · a:9 · ...... 8.~2 · · 9:9· ··· ...... l'3'~2 · 
:i5?.:r.o;;~:;·"i3E>.i?LI'i?!i(;:·?.t;,:··:·------------- ........................................................................................ ;-·····-----........................... :----:·~:------~········. ····--·:·--·:·::·: _ .......................................................... .. 

Inward- 1· .1 0.5 0.6· 1.1 1 .3 1 .8 
Outward 1.1 1.1 1.8 2.1 2.6· 2.9 

Philippines ... inward·········· 
Outward: 

Thailand· 

6.0 .......................... . 
:z:9:: ... : ......... ?:,.c::> 

1: 3.6 
Outward. 0.4. I· 0.5' 0,9. 1 .3, 
Inward 5.6 2.4 

. 2.4 ' 0.9 . 
·······················~·· 

2.9' 3.1· 
1·.2 

6.1' ....... ' 
0.7· ' 

6.8 
o.8; 

Source: UNCTAE)· •. FDI/TNC da~ base; Ar;lnex Tabl~ B.s. Pa~e 5Q1-512, 
:::<:::::<?.ij'ij:J.I.ij;:i:<:J.::t..r.?.~:Y'?i?.f.ii::(}.i'J'Yi=.i~~:f!i:~:ii!..A:i=.ie<?.:i'!\:.::~.§l:~~··--············· ... ·················: : :::·............... .. ............... .. 
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....................................... ---·--·-········-·············-··-······-·--··--·-·-····-······················-···········-.!.!!I?.!~I!.L. ........................................................... _ .. ___ .............. , ................... ___ ............................. . 
... __ FI:)IInwar.~ !;tOCk~ I:Jy llCll!>.!.rfi!:Slion _a[ld ~0110111Y. 

1980,1~85,1990,1995,1997 and 1998 · · ·· ····· ······· · :!' ·· ·· ·· ···· ··· ····· ·· ·.··· ······ ··· ······ ·· · · ···· ···· (r:Jnilions of dollars) 

t1o119 !50119. Cllilla 46 389 · 56 115 70 951 ; 94 558 
India 1 075 · 1179 5196 • 1o973 : 
lnCioilesi8· 24 971 : 38 883 5o 6o1: · 6t47s 
Malayasia· 7 388 10 318 ' 27 094 : 37 278 
Philippines 2 601 3 268 · 6 086 : 8 420 

fh~i=~"d~~e.~.~~~.?..t:: .. · ·····-······sa:1 ~···········~·~ij~ ' ······l~g:. :· · ... ~:i~~-~ : · ······ H66~· · 
:source: I:.JNCTAD, FOifTNC data bal:!8; Annex. Table, · 489493, 
!"J\cioiJie.,J: .. ffom············································································································· 

t::ii.~:::g~~t.~::~x:: ....................... , .. :::::::::::::::::::::::::::::::::::: .. :::::::::::::::::::::::::::· 
i b. Stock data prior tq 1997 are t;lStimated by SL!btracting flows~ 
:~::~ 1:5tirnafeci t>~ 8Q.i mulatii19 fiO\fo/5 5i~~ 19?-i: ··· ·· ····· ·· ·· ···· · ···· · ·· · ···· 
rd~ 1:5tirriai8d by aC(;l.lmiJiatif19 flOws 5i;,c:e 1996~ · · 

1998 

96 158 I 

.. ~:.:3.?:31 i 

6t 116: 
41005 
10133 
20478 
19 978. 

I ~~~w . 
l, ..................... r~:wa;::e~:··;a·;;a·a:Lit:VVa·;::e~:··i=iji··s;·ic;c;k:&···&s;:··;a:···.J;·;::c;;;·r~:tag:c;;·c;i·9·r:c;s&LCibiTi·e~i~·c;· 

....... J?.r:C?.:c.l~,:~t;::'t:. ~ r~g.igr:w . ..-~c:t ~c:::<>r"<?I!:'Y: •. :~ .. !3~9 .• :~ s:.~s ....... ~~Q •. ::w .. s:.s:.~ ;<.:t:~c:t ::w.~~r-

'1980: 

Developed Countries 

'1990 

8.7 
8.4 

'1.9951· 

9.9 
10.2· 

'1,99.7 : 

11.7···-·f-

11.9 

Inward 4.8 6.1· 8.4 9 1 0.5 
········aut:vVa·r:Ci·····-····························-································ ··· ·········5·:4··· ···-·· ···············7·:4·············· ·-·············s-:s:···-·····- ··········1···1··:7········- ··········1··3·.··9='··.········•···-··l 

I?~Y~!c.>.J?i.ri!;J .. <::;c::>lJrltri~s. 
Inward 5.9 9.8 10.5 14.1 ····· ··16:6· · 
QlJtyv;ar9 . 

Mexico ······i·n:w·;ar:a··· ........................... 
Outward 

China 
Inward 

I C).l::3 1.4 2.3 4.7 .... ?.;.~ ........ . 

4.2 10.2 
0.3 

9.2 
0.2 

1.5 5.2 

14.3 
1.4 

18.8 

::.:::::::~~~~:·::::::: .. : .. :: 

23.5 i ·······a·u·iW;a·r:Ci-·-······················· ········································ ········································· ·················-························· ·-············a·:·:::;·············· ·············2·:·3 ... 2.:2·········-r··· 
. ..!:::!.9..1].9. .... '::5c::>D.9. ... , ... S':..I]..i_r::'l.~ .............. . 

Inward 
eutward 

India 
Inward 
Outward 

Indonesia 
Inward 

·····················-····· .......................................... . 
Outward 

... IY.I.~.~Y.~.~---··················· 
Inward' 
Outward .................................................. -............ . 

Korea, Republic of 
Inward 
Outward .......................... 

Philippines 
Inward 
e>LitM;a.rCI .. 

158.6 
0.5 

. ............................ ···························•·····•···••···· ........................................... ······-·-·····-·········:··:-:::: , ..... .. 138.4 75.0 50.6 54.6 
7.0 17.7 60.7 78.6 ····················· ······················· , ...... . 

0.7 
0.1 

14.2 

0.5 
0.1 

28.6 

0.4 

36.6 
························ 

--·------·-·············· 
21.1 23.7 24.1 

~-------·····-···············-····-········ ··································-···: ...... . 
31.8 38.1 

1.7. 4.4 6.2 13.1 13.0 ············ ·························-·······-· .... ····························-·············· ····························- ........... ····-···················· ............................ !······· 

1.8 
0.2 

2.3 

«?:§ 
2.3 
0.9 

3.8 .... . ~.:? ............... ?:.,-:'!? ·· ····· O":"is···· o.6 o.4 

~:~ .......... '· .~.:.; .... : .. +····· 
8.2 10.2 ......................... 

1.9 

[~~=~:= ····
1

······ 3···················s.1 ······~:·~······· ·····1~~;5······ -~:~··· ,. 

Source: UNCTAD, FDI/TNC database; Annex Table B.6', Page 513-524 

___ gg_f.!.lpi!':'O':? ... f.r.:c::>.'T.! .. Y.Y.?r:l':? !.rlY..':">..'?.!f.!.l.':">..r::'I .. ~.'3~P?r.!.::J .. §l..§l.~.:............ . ..................................... ~cr .. . 
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Table-V 
Select Asian economies-Foreign direct investments Inflow as % of GOP 

Country 1991 . 1992 : 1993 · 1994 1995 1996 · 1997 
.India 0.1. 0.1 . 0,:?

1
, 0.4 • 0.6. 0.6. 0.7 

China 1.7. 5.3: 5.9. 4.8 4.6 4.3 

Indonesia 2.3 2.8: 2 t. .2 ................... ~ .. :.?.. .... ... . .. J.:.?. ................ ...1:.::'!.+' .............. :::.::::: . .j:. ........... :::.::.::::.j; ....................... ::::.j ' 

Malaysia 8.3. 8.9 i 7.8 : 5.7. 4.8 5.1 ! 5.3 

1.6 2 1•.8 1.6 1'.4 ....... ............................. 

: Slngap~rE!· .... 8.8. 2.1 . 
. ·I· 

5.5 4.8: 4.9 4.3 5c3 ' 

Thailand· 1:.51' 1A . · 1.1 0:.7 0.7 : 0.9 1'.3 
:source: World Economic O~look 1998\http://www.nic.ih/ , .. pm·c:c;·iJnc'fi57Fep:QrtS/fiiii~ii<>6aiiltril:.............. ·· · ' ..................................... .. .. T ......... ............................. .. 

Table-VI· 

Seiected· Economies: Investment-GOP Ratios1 

(Percent) 

i Averages. 

'196(}C69' i 197QC79 ' I 1980c89 1 1990-96· i 
I 

> 
•. ,. China2 I 35 ' 35 34' 39: 

lndonesia2 18 : 19 27 32 
> 

India~ 16 18• 22 I 24 
Korea 18 28 30' 

i 
37 

Malaysia2 15 23 30 38 
: 

Philippines2 19 25 ' 23 ! 23 
Thaiiand2 22 25 28 41 
Mexico2 17 22 22 22 

1 Investment refers to gross fixed capital formation plus change in 
Inventories. 

2 Data start in 1963. 

Source: World Economic Outlook (IMF) October 1998, Pg.BB. 

I 

' [ 
' 
I 
i 

i 

I 

Comparative Study of Private Capital Flows in Select Countries · 

A detailed discussion has already been made in Chapter'-II about the net resource 

flows to the developing countries where it was noticed that the net private capital 

flows have been increasing ag·ainst the official flows which have been decreasing 

particularly since 1990. when large flow of capital consisting direct and portfolio 

investment started pouring in developed countries·. 

In this section an attempt has been made to analyse the various components of the 

private capitals namely, direct investmen~, portfolio investment and bank lending. 

In the year 1990 and 1996 in the select countries, the statistics given in Table-VII 
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reveal that there is a quantum jump in the net capital flow in all the select countries 
from 1990-1996. For example in India the net capital flow has increased from $1873 
million to $6404 million, which is an increase over 350%. Malaysia has made the 
highest jump from $7 69 million in 1992 to $12096 million in 1996, China had the 
highest amount of growth in inflow in absolute term from $8107 million to $50100 
million. Mexico had higher amount of inflow in the base year 1990 which was $8240 
million, marginally higher than China in that year but has increased to only $23647 
million in 1996 which is less than half of China. Amongst the select countries China 
stands first followed by Mexico, Indonesia and Thailand. India remains at the lowest 
with only $6404 million. 

Foreign direct investment is one of the components of the private capital flow and 
has increased substantially during the above period and no further emphasis is 
given on thi~ because detailed discussion had already been made in the foregoing 
paragraph. However one important point, which needs attention is the ratio of 
foreign direct investment in the total capital flow in the select countries. On a plain 
reading of the table it appears that China is the only country with highest ratio of FD] 
in the total capital flows which is almost 80% that is $40 billion of FDI out of $5U 
billion of the net capital flow. 

The second component of the private capital flow is portfolio investment, which has 
two parts: bond and equity. Mexico has received the highest amount in bonds -
amounting to $11.34 billion followed by Thailand $3.77 billion and Indonesia $3.7 
billion. India has a net outflow of $457 million in bonds in 1996. The second 
component of portfolio is the equity investment in the secondary market. It is 
important to note that India has topped the list with highest amount of portfolio 
investment in the form of equity shares amounting to $4.40 billion in 1996 followed 
by Malaysia $4.35 billion and Mexico $ 3.92 billion. China's share in portfolio 
investment is very low with only $3.46 billion as already discussed in Chapter-V. It 
is generally argued and empirically established that portfolio investment is volatile 
and direct investment is long term and more reliable. The past experience ofM.exican 
peso crisis in 1994 and South East Asian currency crisis in 1997 are the telling 
examples of the risk involved with the portfolio investment. Mexico which has· 
already been a victim of several financial crises in the past including the debt crisis 
in 1982 should be more cautious because the portfolio investment in the forms of 
bonds and equity in Mexico is highest amongst the select countries and is much higher 
as compared to the fD I flow. India also ne-~ds to be very cautious because the portfolio 
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inflow is higher than the FDiin.tlow and therefore there is a need to increase direct 
-·· - - _, -w- . 

investment as a percentage of net capital flow. 

The third important component of the private capital flow is bank borrowings. It has 
been obseFVed in~ chapter-VII that one of the important causes of South East Asian 
currency crisis in 1997 was short-term bank borrowing. Table-I in Chapter:. VII gives 
an ilius~rative example of the sudden outflow of short'-term debts. The statistics given 
in the table-VII are 'up to 1996 for the pre currency crisis stage in South-East Asia. The 
data reveals that,there was a substantial increase in the bank borrowings in South-East 
Asian, countrie~ during 1990's as ~ready discussed in details in Chapter-VU and as 
alst>' refl¢cted i11 this table. However, one distinguishing feature, which needs special 
analysis', is the high component of the bimkborrowings in China, which is next only 
to Thailand in 1996. However, ifwe coinpru:e it with total capital inflow in China the 
incidence of bank borrowings i~ only about 10% whereas in case of Thailand it is 
almost 50%. Thus it is not the aggregate amount but the proportionate amount which 
is important and China appears to be, ~ithin its re~sonable limits. India had a neg~tive 
flow In bank borrowings similar to portfolio bonds and thus India's vulnerability tn 
these parameters is minimum amongst the select countries. 

-, ., 

Table-:-VIII shows the pattern of private financial flows _1n China,_ Mexico, India and 
the select' Asian countries as a percent~ge of total private inflows in developing 
countries during 1993-199 8. It reveals from the table that China's share in FD I inflow 
to the developing countries during 1993-1998 was highest being 25.7% followed by 
Mexico 6.5%, Malaysia 3.7% and India only 1.4%. While China's share was highest 
the Philippines' share was the lowest at 1% only. The share of Indonesia was 2.2% 
and of Thailand 2.1% which was higher than that of India. 

China and Mexico shared almost an equal ratio of 10.8% and 10.9% of the portfolio 
equity flow to the developing countries whereas India's share was only 6.1 %. The 
share of Malaysia, Indonesia and Thailand are more or less equal to Indi~'s between 
5 to 6 percent. However, the share of ·Philippines was lowe~t at 3.2% only. It is 

. ' 

important to note that India i~ more attractive to its foreign investors in the stock 
market, which has. attracted 6.1% of portfolio in the developing countries as against 
only 1.4% ofFDI inflow in the, developing ~ountries. India needs to reverse this ratin 
in order to achiev~a risk free s~stainabfe g~owth. Chirm's share in the portfolio bonds: 
in th~ developing country Was; 4.4% which was· lowest as compared to I~dia's. 5.6% 
and Mexico's 10.8%. · 
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Table-VII 
A Comparative studv of Private Financial Aows In select countries 

Net Priv.3te Foreign Direct Porftolio Bank and 

................................................ s;.~e.~.~.l .. !l<?.~~....... Investment ··············-··--·····-····-····'.':IY~.!:l~r:t.! ............ -............... ! trade related ········ ·-···-····-iei1Cii'i1';;:····-········· 

~ .................................... : ................ -;;;-.. m ...... :I·I·I·:IO• .... n .... · ................... • .. , ............ ;;: ... m ...... ,1.1·1·.10-, ... n .... s ................... •.=. · ............ ;;;.Bm.~t·lnl .. t:o·~n .. ~s;_..... Equity ' ;J) ;J) ;J) ............. $ .. 'iTiii'iiOi15"""""""" ; ........... $"iTii'iiiO'i1'5: .............. . 
1990 1996; 1990ii 1996! 1990. 1996: 1990 1996! 1990 1996 

India ...... • .. 1,8!;3 .. 6.<1:~; .J92 · ?,587\ 147 -457 105 4,;3§)f3 .J.4?~. -124 • 

' ..................................................... 
China 8,1()?. 5(),100; },413? 40,180i -48 1:,19(). .............................. 0 '.. 3,469 . 4,€)(5f3 5,264 

. Mexioo .....•.. a .. ?4c:J 23,647: ?.,.93:4 ... ?.61~! 
. ..................... ~--························ ........................... . 

661 .1.1,344. 763 

·~:i':~~ ............... ~:~.~~· ·::~::=:·~:~:= :::::::~:·~4 ...... 2:336'! ::::::::::::~·7 ~:~~~:~ .. ·:::::::~~:~:1·····1,§51 ..... ~.:·.~~? .. ~)3'§§ 
Malasia 76~ .. 12,09§ ! .... 2,~=:p 4.5.0011; ~t-,?3~. > ?:.()6?::: 293 · ..... 4.;3!53. ! .. :-61!: 1.1130 .. 

• ' I ; 

}.r:t.c:l.c::l.':l.~~i<:i:.. .. , .......... 3. .• ?..:!.§1 ...... ~ .. 13,.'2.~.9. .. ~ ........ ~ .• .Q~3. ........ ?::.960: ......... ?..~ ........ =:3. •. ?.:4.:4.. 312 3,099 : 1 ,788 ' 3,228 
~ \ . ·········-·· ........................... ~---·····-··········· ~--··························' 

.~9r.~.~ ................ , ............................... •.: ..................... :::::. : ............... ?..~.13~ [ ............. ~2,.::3:.~2.::::5 w· .......................... j ............................. ; ....................... ::::: .• : .......................... ~-·· ............................................... . 

Singapore - . 5,575 9,440 · _j' _ 1 

1 

:Source: World Development Indicators 1998, pp-334-336. (The World Bank) 
' . ~ 

................................................................... !~.'?..1~.::Y.1.1.1: ............................................................................................. * 
. Pattern of. private financial flows in, 

~~::::::::::::::::::::::::::::::~::::::::::~::::~::::::::::::::::::::::§:~~.~~C.:.f~:~~~i~:~::::::::::::~::=:::::::::::::::::::::::::::::::::::::~::::::::::::::...... ' 

, ...................................................................... , ................... ~.~.~~.::.~.~.~~ ........................................................................ . 
............................................ ............... J~~.r.:~.~.r.!!:<.t.~ .. 9!'.!~1 ... ~.L ........ .. 

China 25.7 10.8 4.4 .. iViexiC0 ................................. 5~5 ..................... ·--·-·fo-:-ii .................... -.-· .. 1·a·:a······· ....... ·· ............. 1 .. 3 ........... . 
india··················· ............... 1~4 ..................... 6~1 5.6 ··· ......... :::o:·2· ·· 

:M~~.v..~.~: ....... ::: :.:::· .. 3~ 7 ::::.:::: :::::::::::::::~:;~:::::: :·...... . ...... :::f~::::::::::::::: .. ··is-:6· 
Indonesia 2.2 5.9 22 -3.7 Tii.a.iia.nCi ....................... 2~·1 ......................... 6-:~3· · ·········· ............. 2-:-i5 ..... ··· .. 1:3 ......... .. 
Phili ines 1.0 3.2 2.1 0.3. 
Source: World Investment Report, 2000 p.23 
:~:~::9.~:~~:~:~~::~~:~::~:!::~~Y.~~:P.~~:~::~:6~:~~~::~:6:~:::::::::: .................................. . 
.. c::.<?.'::l.~!':~.!;; ... ir.:J ... g§l.~!':~.l .... ~.,d Eastern Europe durin 
1993-1998. Excluding Bermuda, Cayman Islands, 
·i=i'ai19 .... i<'Oi19 (china)~ ·saiJ·a·i .. A:ra'bia~ ·siii9a.P'are .. 
ariCi i'aiiNaii F>ra\iiii·c:e·c;tctiina·~·· ··· · · · · ........ . 

••••••.••••..•••••.•••••••••• 1 

Comparative Study of Portfolio Investment and Stock Market 
Development in Select Countries 

The analysis made in the previous chapters dealing with each country suggests that 
except for China where the stock market is of recent origin, the other select countries 
including India have stock market activities for a long time. The analysis made in the 
previous sections in this chapters also confirms that portfolio investment in China 
during the period under study was negligible. It is only in recent years that China has 
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started receiving some amount of portfolio investment after establishment of two 
stock exchanges in 1995. Table-IX reflects market capitalization of select countries 
between 1985 ana 1996 as percentage of their gross domestic product. It is noticed 
from the table that there is substantial increase in- the market capitalization of the 
securities traded in the respective countries. In India the market capitalization as a 
proportion to its 'GDP has gone up from 9.9% in 1985 to 66.2% in 1996. In Malaysia 
the market capitalization is very high at 326.6% of its GDP over 52% in 1985. In 
Philippines the. market capitalization has gone up from 2.2%.to 97.5% followed by 
Thailand. from 4.8% to 53.1% and in Indonesia where it has gone up from 0.1% to 
41.2%. The growth in market capitalization has remained lowest in South Korea 
w.here it has gone up from 9.8% to 29.9% only. 

Another important ratio of the stock market development is the turnover ratio of the 
stock market. Turnover ratio is the average turnover of scripts in the stock market as 
a proportion of market capitalization. Generally the turnover ration is high if the 
market capitalization is low and vice-versa. It is noticed from the table that South 
Korea, which has the lowest market capitalization, has the highest turnover ratio, 
which has gone upfrom 56.4% in 1985 to 127.7% in 1996. Malaysia on the other hand 
also reflect a converse relationship between market capitalization and the turnover 
ratio which has gone up from 14.4% in 1985 to only 56.5% in 1996 against the market 
capitalization of. 323.6% of its GDP in 1996. The table thus gives an indication that 
the countries with low market capitalization has higher turnover ratio and vice versa. 
In India the turnover ratio was 34.5% in 1995 when market capitalization was only 
9.9% and the ratio has gone down to 21.7% whereas the market capitalization has 
gone up to 66.2% in 1996. Another important indicator is the foreign share in stock 
market turnover. It reveals from the data that Indian stock market is less active in 
terms of turnover ratio and foreign share in the turnover. 

Table-IX 
·······•••················•·····••·••·•·······················•·······•·•············································••·•··•·································••••···•·············•··•···············································•··•·····················•···•••·················· 

Stock Market Development in Asia: 1985-96 

Rnancial 1985 1 996 1 985 1996 1995 
··············· .... .. 

Year 
India 9.9· 66.2 34.5 21.7 25 
Indonesia 0.1 41.2 2.6 35.3 75 
S.Korea 7.8 28.9 56.4 127.7 81 
Malaysia 52· 323.6 14.4 56.5 sci; 
Philippines 2.2 97.5 16.q 31.6 50 
Thailand 4.8 53.1. 3d.6' 44.4 26. 
Emerging 7.2 40.5 38.8 51.4 
Economies· 
Sources:1:. Emerging Stock MarketFactbook, lnternatioinal Finance Corpora-
·iian:19'97;2:· inCiian sEiC:l.iritiesM"ari<et. A R"evie:W;i\iatiO.naisiaci< ExCilan9e of'······ 
.. 1n.9i~; .. ~.~§l~: .. ;3..: 1?.9..r:!.li:>~Y. .. §~C?C::.I5 .. §'.:'C:::h?.'.r::'9~." .. 9..f'l'ic:::i:c.l.ll?ir~g~ry., .................................... . 
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A Comparative Study of Economic Parameters in Select Countries 
Economic reforms in general have contributed to the growth in the select countries. 
Although individual experiences differ about equitable and balance growth in 
respective countries, The GDP growth rate quring the ten years o~ average basis 
between 1982-199]. wa~ 9.6% in, China, which was, highest amongst the select 
countries followed by Korea 8.9%, Thailand 8.1% and Malaysia 6.3%. The·GDP 
growth during this period (pre-refomi) in India was 5·.4%, which iS:. co nip arable with 
Indonesia 5.5% and Malaysia 6.3% which had already adopted market economy~ 

. . . . . 

Mexico and Philippines were at the lowest growth in this period at 1.4% and 1.3% 
respectively (S'e~· 'fable-X)~ · . 

· China, continued to grow at a higher Speed between 1992"' 1997: as revealed from the 
figures given for ea~h year during this period. The highest growth rate achieved in 
199,2 by China was. 14.2% as the peakrateand ther~after the growth chart of China 
has started declining from 13~5% in 1993 to 8.8% in 1991. Malaysiaontheotherhand 
continued to. maintain its tempo of growth fr~in the average of 6~3% during 1982., 
199l to· 8·; 9% in .1992 to· 10% in 1996 that is up to the year before the crisis in 1997 
when its growth ~eclined to 7.5%. Philippines has made ~ comparatively good 
·progress during the decade of 1990;s as its growth has picked up from 0.3% in 1992 
to 5.8% in 1996 with a little decline to. 5!2% in 1997. An important feature, Tabie
X reveals, is th~t Mexico which was the victim of currency crisis in 1994 had a 
negative growth of (-)6.2% in the immediately succeeding year 1995. Similarly 
Thailand from where the currency crisis started in 1997 also had a negative growth 
of 1.8% in 1997_. India also resembles a similar example with a little decline in its 
growth rate to 4.2% in 1992 after a BOP crisis in 1990~ 1991. However it is noticed 
that in the post-crisis period the growth rate has picked' up in Mexico to 5.1% in 1996 · 
and 6.8.o/o in 1997, which is an all time record in the Mexican history of previous two 
decades. Similarly in India the economy grew by 6.7% in 1994 and 7.6% in 1995, 
which is also a record so far in Indian economy. The growth started declining in 1996 
when it recorded a lower growth of7 .1% in 1996 and 5.8% in 1997. 

Another important economi~ indicator is the rate of inflation, which is given in Table
XI for all the select countries. Mexico had the highest ever rate of inflation during the 
decadeofl980's,whichaveraged'64.4% during 1982-1991 partieufarly after the debt 
crisis of 1982. The inflation rate came down to 7% in 1994 with the ~elp, of the · 
measures taken for the structural. reforms by the Sallnas administration during 1988.-

·. ' - . ' . ' ,. __ ' . 
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1994. However the Peso Crisis, which hit the Mexican economy in December 1994 
had adverse effects on the general economy with decline in the growth rate and rise 
in the inflation rate. TheinflationinMexicorose to 34.8% in 1995 and35.3% in 1996 

· and has slightly gone down to 20.8% in 1997. The data gives an indication that any·· 
type of financial crisis has adverse effect on the GDP growth rate and the inflation in 
the country and it is also proved particularly in case of Mexico that the growth rate 
has improved after the two crises namely the debt crisis in 1982 and the peso crisis 
in 1994 although it remains an open question about the time and period required for 
stabilization and improyement in the economy. The second question arising out of the .,, __ ,_, .. 
Mexican experience is the sustainability of the high growth and the low inflation 
because what was achieved after the debt crisis was lost during the Peso Crisis. 

In the case of China a comparative study of Table-X and XI suggest that the GDP. 
growth rate remained higher than the rate ofinflation from 1982 to 1992; however 
during 1993 to 1995 the growth rate declined during these three years and the inflation· 
rate rose higher. In 1994 the GDP growth declined to 12.6% but the inflation went up 
to 24.1% that is almost double the rate of the growth in the economy and the situation 
continued till1995 when the GDP growth rate was 10.5% although the inflation was 
17.1%. The sudden surge in the capital flow during the early period of 1990's in China- . 
had the effect of increase ih money supply in the economy without simultaneous 
increase in the demand of the industrial goods. This would be partly due to the effect 
of 'Dutch-Disease'7. However in the later period in the year 1996 and 1997 the 
Chinese author~ties has been able to control the inflation rate by managing the 
demand and there is a success in achieving a low rate of inflation of 8.3% in 1996 and 
2.8% in 1997. The data available for the subsequent years as given in Table-XI show 
that there is a negative rate of inflation, which means that the prices have declined in 
China in 1998 and 1999. This could also be due to oversupply of goods and services, 
In case oflndia there was a substantial decline of inflation rate to 6.3% in 1993 from 
a high of 11.8% in 1992. However due to the slowdown of economic process and the 
populist economic policies of the central government the rate of inflation went high· 
to a·double digit figure of 10.20% in 1994 and 1995. However the rate has declined 
to 7.2% in 1997 and similar to China the inflation rate has come down further in the 
year 1~98 and 1999. 

The above analysis reveals that the inflow of foreign investment during the reform 
period with open door policy for the foreign investment has contributed to the growth 
of these economies but due to the internal factms such as the labour productivity and 
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other government policies and having regard to the past economic background of the 
respective economies, the growth rate is not similar. Reference may also be made to 
Table-XI Chapter-VII where a comparative analysis has been given for the select 
economies fOF the period 1993-1997 about domestic savings, fiscal deficits, current 
account deficits and growth rate in money supply. Comparisons of certain economic 
and social parameters have also been given in Appendix I and II about India, China 
andMexicn .. 

A cOn1P3ratiVe.5tUCiy of.gros!a~~~stic ... fi.rOduci(.Reai (;O"fif... · ··· ············!• 
of select countries (1982-1997) 

: Tert-Year-SAverage ! 
• 1982-9,1 i 1992, 1 !;l93, 1994. 1995, Hl96 . Hl97 

.Ghina 9.6 14.2, t3.5: 12.6 • 10.5 79~.61 __ : 85 .. ···:.88··· '· ............................. ·.!.,,, lndi'a 5.4' · 4.2' 5.o · 6.7 · 7.6 · 

.irdone·s~a;········ 5.5 1.2 .· 7.3. 7.~ s.2 · ifa······ 4.5, 1 

-~~:;~~e..~: ........................................ ~;-~ ........................ ~:~. ' . ;:; : .... ~.:.~ .......... ~.;-~ ······~-~:~ ..... ~::~. : ............ I 
:~~~~-----t--- ii '_ ----i-i ----i;i•-- H ii • ----i ;. :i;i -- ~-l~ 
§9.y~~:YY~:>.r::'9.5~.1.:191J1~.9.~~-1?.9.~.JYI~>.\.?.99.9.JIJYII1~ P9.:.?..~.~~?..1.?.: ......... . ...... . ................... 1 

·······················-····-~---~~J.?.l'l.~~.!.iY.~-~!~.~x ... C?.!c::C?.;;_~';;~.P.~.i~-~~.t~~-"-'-! .. l.~ ..... !.i.C?..'!>. ................... -........................................ 1' 
: . of select countries (1982-1997) .......... : 

· Ten-Years Average 
' 1982-91 1992' 1993 1994 1995 1996 1997 

China* 7.1 6.4 14.7 24.1 17.1 8.3 2.8 · 
India* 8.9 11.8 6.4 
Indonesia. 8.3 7.5 9.7 
l\t'l<ll<lYl:;i<:l . 2.5 4.7 3.5 

f.'.I:J_i_lippiQ~S. . ... .. . ..... 13.5 ... .. .. . .... ~.:.!:J .......... . 7.6 
Thailand 3.8 4.1 3.4 

10.2 10.2 
8.5 9.4 
3.7 3.4 
9.1 8.1 
5.1 5.8 

9.0 7.2. 
7.9 6.6 

3.5 ... ?.J ............ . 
8.4 5.0 . ..................................... . 
5.9 5.6 

Mexico 64.4 15.5 9.8 7.0 34.8 35.3 20.8 

... §C?..~_r.~_:Y.'!.C?.E~ .. !':.9?..r:'.9~~- 9..~!1c:>.C?..I<; .. I\t1.§.1Y., .. ?..Q9..9. .. JI.I'./If.).! P..9 :?..~.!:J.::?..?..9..: ........................................... -............................. . 
. ~ ... ':l~<l.!i'?..':l ... r.~~~-if:l ... C::::.I:J.i.':J<l ... ':l.Cl~ .. ~.'?.r:'.~.~.9"YI1 tc:~.(~)9..:~.'Yc>. .. i.r:' ~!:)!:)~ <lr:'c:J(~) ~:~~_iQ ~.f:l.~~ <l.r:'.~.!r:!. 
India 2.2% in 1998 and 1999. 
Source:ibid•. 

Exchange Rate Policies (China and India) 

Chinese authorities describe the current exchange rate as a "managed float". The 
exchange rate is permitted ·to fluctuate in a narrow band around central rates 
announced by the People's Bank of China. China uses the RMB/dollar exchange rate 
as the basic rate, and RMB rates against other currencies are calculated by referring 
to international market rates of the previous day. China still lacks a foreign exchange 
market where foreign exchange dealers interact directly with international markets 

·~ · (Country Re'ports 1998). India on the other hand has market-determined rate with 
minimum interf~rence of its central bank .. 
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South-East Asian Currency Crisis has affected the value of Indian Rupee vis-a-vis 
dollar adversely but had no effect on Chinese RMB/Ytmn. On the other hand Chinese 
currency has appreciated in value over the period since 1995 up to 1998 gradually by 
3.94%. The present exchange rate (See Table XII) of Chinese RMB/Yuan is 827.91 
against US$100. which was 861.87 RMB/Yuan per US$100 in 1994. It may be 
pertinent to note that China devalued its currency in a massive scale in 1994 by 
almost 50% from 576.19. Yuan per $100 in 1993 to 86].87 Yuan per $100 in ~994 .. __ 
China introduce~ full convertibility of its currency for current account transactions 
on December 1st 1996 but has not adopted capital account convertibility as yet. India 
has also not yet adopted convertibility on capital account. 

TabJe:..Xii 
·················································································-······---~---······ ................................. ............................. ·······!········ 
Average Exchange Rate of RMB Yuan agai"nst 

r:t:J~ill.C.~riY~r:li'?.l~ curr~~ie!;J IVJicjcjle Rate) 
Unit:RMB.Yuan 
Year .100 US Dollars 100 US Dollars 
1981 170.51: 790.9 

::~:::;:~;_::::-.:::::::::::::::::::::::::::::::::::::: ... :: ::::::::::::::::::::-.~~::::~:~::::::::::::::::::: .. _ ........... :::;:;:~:::~ .. ::::::::::::::::::I::::::::::: 
1991 . 532.27 1794.3· . 
1992 551.49 2447.4. 

······················--················· .......................... 
1993 576.19 3064.9 
1994 861.fl7 3136.6 ..... , ....... 
1995 835.07 3139.9 

············································· 
1996 831-.42 3345.0 
1997 828.98 3350.0 ...................................................................... 
1998 827.91' 4207.10 
Note: Data in this table are obtained from .............................................................................................................................. _ .. _ .............................................................. -+ ............. . 

; the National Bureau of Statistics. 

'0.!::~91.':19~ ~ate~ (Jpto ryl§fC:~ 19921J1JaS the offici<=:ll rates. . .. .L ... 
· Govt. of India and thereafter the merchants rates are announced 
··tiy .. Fore·ig·n ... EXciiange .. Dealers.ASso.ciation ofi'il(iia (FEDAI) 

· .. ~.IJE.~:!::.t?.?..f.l.c?..l!.l.ic:?..~'::l.r:Y.':lY .. ~.9..9.9.::9..~ .. ! .. ggY.!: . .c?.!. .. l!:l.c:i.i§. P..9.:.§:?~: ..... , 

A Comparison of the Indian Economy with the Asian Currency Crisis 

Indian economy is comparatively more dependent on its large domestic market with 
low dependence on exports, for its sustained growth of 5 to 6 percent for the past two 
d~cades as compared to the South-East Asian economies, which have followed 
export-oriented growth. Inflation in India is demand driven as compared to a 
primarily import/cost-driven type of inflation in Asia; less than 2 percent current
account deficit in India is manageable as against the Iarge current-account deficits 
that have been one of the major precipitators of the Asian crisis and protected 
currency. The Indian rupee is still only paJ!i:ly convertible: the current account is 
convertible but the capital account is not. Since currency operators can take only 
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limited positions, speculation- on the scale recently seen in South-East Asia is 
virtually impossible. It is quite easy for the central bank to intervene and stabilize the 
rupee. In mid-November 1997, the central bank teemed its will with its war chest and 
did just that, spending over US $ 1 billion to buy up rupee, especially to curb local 
speculators. 

Unlike most ofAsia, the Indian economy is not dominated by the property sector and 
therefore is insulated from the risky asset bubbles that characterize it. In India, 
property sector concerns do not even appear in stock exchange listings. Foreign 
equity and debt investments focus. on industrial business- sectors and the 
creditworthiness ofthese assets are significantly superior to property assets. India has 
very little expos1:1re to short-term foreign debt. Some 98% of the national foreign 
cUFrency debt carries long-term matUFities and most of that is either bilateral or 
multilateral. At the same time, exposure to foreign debts is decreasing. As a 
percentage of GDP, it has dropped from 30.67% in 1994 to an estimated 26.58% in 
1997, and the d~bt-service rati~ has gone down from 27.5% to 26.4%. Exports as a 
percent of GDP are only 16%, making Indian case far less vulnerable to the cyclicality 
of global- markets than are its South-East Asian cousins. Large Indian corporates are 
primarily focused in capturing the domestic market and fight against import 
competition. Although in the past five years the Government has cut import tariffs in 
order to force its domestic industry to become more competitive, it has done so like 
an element on a relentless but slow march; it wants to open India's markets to global 
competition but with a minimum of dislocations. With its vast population, India is 
expected to enjoy a low labour-cost advantage for at least a generation. At the same 
time, the skill base is improving; for instance, the softw~re industry doubled its export 
sales to $ 2 billion in fiscal 1996-97. 

The inflows of foreign capital have strengthened India's external position. India now 
has a greater capacity to withstand external and internal shocks. It is also less 
dependent on of~cial capital flows, which have been declining in real terms in recent 
years. At the same time, the sudden surge in capital inflows in 1993 and 1994 made 
the task of macro-economic management more difficult. These added substantially 
to the growth of money supply in the country. In order to restrain monetary growth, 
the Reserve Bank was compelled to tighten monetary policy and increase real interest 
rates. There was also a pressure on the exchange rate as the supply of foreign 
exchange exceeded demand. 
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Although India is not immune to the effects of slowing world markets, its own 
economy is primarily domestically focused, which makes it less vulnerable to 
external factors. India's current account deficit remains relatively low, and its current 
short-term external debt, around 5% of GDP, is comparatively _low for an emerging 
economy of its size. India is not heavily dependent on exports, which account for 
about 10% of GDP. Unlike many other emerging economies, In addition, its banking 
system is relatively healthy, with no major failures to date. The India Government's 
renewed focus on economic reforms should increase the curre~t level of foreign 
direct investment (FDI) and spur economic growth. 

With reference to the Asian crisis, it is now strongly arg):led that the main culprit was. 
not internationalization per se, rather it was weaknesses in the domestic financial 
system of these economies which should have been corrected before or during the 
integration process. A recent study of Johnston and Pazarbasioglu (1995) concludes 
that countries, that had faced financial crisis had failed to adjust real interest rates,_ 

· prevent inflationary credit and monetary expansion, and had allowed greater 
inefficiencies in their banking systems. As far as India is concerned, it has recently 
started' to integrate itself with the rest of the world. Therefore its chances of getting 
affected by the development in its neighborhood have increased considerably. To 
substantiate this point, it may be recollected that 19 October 1987 crash in US stock 
market did not affect Indian bourses so much. However the stock market crash on 27 
October 1997 in South-EastAsiahas crashed Indian stockmarket as well. Nevertheless, 
India survived the financial crisis for various reasons including_ the strength of its 
financial system and appropriate monetary policy decisions taken by the Central 
Bank. 

According to Annual Survey Report of The United Nations Economic and 
Social Commission for Asia and the Pacific (ESCAP) (Reported in the Times 

of India, Jan. 5, 2001 )8, the risk of a second regional crisis is remote although 
the growth may be slowed because of economic slow down in the United 
States and Japan. 

India and China are two big economies in the Asian region to have remained largely 
insulated from the East Asian currency crisis, which has caused a severe economic 
slowdown irCthe region. So far there has been no serious spillover effect of the 
Asian meltdown on India and China. Economists feel that neither of these two 
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economies is integrated enough with global markets to get affected by the 'contagion 

effect' sweeping through South-East Asia. 

India has better _regulatory and financial: supervision systems than the South East 

Asian countries. _But even Chile, with very well developed financial markets and 

sophisticated financial supervision systems in place, did not allow easy capital 

movements in and out. Chilean regul~tions required 30 per cent of portfolio 

investment to be for one yeaF in a central bank deposit account. However;"this rule 

has been abolished now since September 1998. 

Thmi&h India is a large country by international standard, its financial markets are 

still rather shallow in an international sense. That is why 1996 World Development 

Report had said even before the Asian crisis 'be careful on the capita] account' .It had 

signaled portfolio capital as a very important area where some controls are obviously 

needed. 

However, it is also true that there is no consensus as yet on how those controls 

should best be applied. Should it be through taxes or through the Chilean type 

of deposit system? But what the East Asian crisis suggests is that one must be 

very careful if there are no restrictions. In that case, and this applies in the · . . 

Indian context, capital account convertibility must be viewed with great 

caution. And this will quite clearly hold good for some period of time, and 

certainly until there are some great improvements in India's industrial and 

commercial regimes. 

India was not as badly engulfed by the currency crisis as other countries in the 

South-East region. Slower deregulation of the financial sector in India has 

proved to be a good policy decision. If India had adopted Capital Account 

Convertibility (CAC) it would have been difficult to protect its economy 

from getting severely affected by the Asian turmoil. Similar to India China 

has also succeeded to protect itself from the Asian flu, as its currency is· not 
fully convertible. However, it seems that our policy makers have not learnt 

any lessons from the South-East Asian crisis as they are following an open 

door policy towards hot money flows in the form of external commercial 

borrowings and_ portfolio investment. 
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Summary and Conclusions 

The comparative analysis made in the foregoing par-agraphs gives a clear indication 
that China has been most successful with low inflation and higher amount of domestic 
savings accompanied with higher and sustainable GDP growth rate without undergoing 
any financial crisis so far. The other economies have also been successful in attracting 
foreign investments but due to higher amount of portfolio and short-term debts these 
economies, particularly Mexico and South-East Asian countries, had to face currency 
crisis. It is also evident that it is not the large amount of capital flows but the proper 
management of the fund which is important without which the countries with large 
capital flows are likely to face crisis at the time of reversal of flow for future 
uncertainties which may arise due to various economic :factms includingthe slowness. 
in the economy .or policy errors in the exchange rate management. The reasons of . 
success in China are mainly because of large amount of inflow in the form of direct 
investment and the contribution of MNC's in the export growth of China. The 
economic decentralization and setting up of special economic zones with adoption 
of MIGA convention had contributed together towards a high and sustainable 
economic growth. 

The comparative analysis has also resulted into certain basic findings such as: i) There 
is a surge in FDI inflow in crisis-hit countries, particularly Korea and Thailand after 
the currency crisis giving empirical evidence about a hypothesis of 'Fire Sale FDI' 
of Paul Krugman, ii) The outward FDI flows of Hong Kong has been the main source 
of FDI inflow in China, iii) Though the FDI inward flows of Malaysia has been 
comparatively low a-s a percentage of fixed capital formation as compared to China, 
its FDI stocks as a percentage of GDP is much higher than China. iv) It is not the total 
amount of private capital flows but its component in the from of FDI or portfolio or 
in the form of bank lending which is more important, v) The financial crisis lead to 
drastic fall or negative growth in the economy but with proper policy changes may 
bring higher growth rates and vi) A lower growth rate has generally been accompanied 
by a higher rate. of inflation and vice versa. 

272 



Appendix- I 

Comparison of Economic Performance Among Select Countries 

Indices India China. Mexico 

l.GNP (World Bank Atlas method): 
a. per capita 1999 (in $} 450 780: 4400 
b. ranking of countries. 162 140• 7l 

2. GNP (PPP) 
a. per capita 1999 (in $) 2149 3291 7719 
b. ranking of countries 153 128' 75 

3.GDP annual growth rate in % 
a) 1980-90 5.8 lOci 1.1 
b) 1990-99 6.1 10c7 2.7 

4. Average annual' rate of 8.9 9.7 19.5 
Inflation 1990-98 (in%) 

5.Gr<;Jss domestic investment , 23.9 38.8 24.8: 
(GDI) as %of GDP (1997-1999) 

6. Average annual growth of GDJ 7.4 12.8 3.9 
(1990-99) 

7. Gross domestic savings 20.3 42.5: 23.8' 
as% GDP (1997-1999) 

8. Average annual growth of 11.3 13.0 14.3 
exports of goods & services 
(1990-99) 

9. External debt as% of 23.0 16.4 42.0 
GNP (1998) 

10. Gross reserves in US $ billion 
a) in 1990 5.64 34.48 10.22 
b) in 1999 32.7 157.73 31.78 

II. Net foreign direct investment 
(in US$ billion) 
a) annual average 1987-1992 0.06 4.65 4.31 
b) 1998 2.26 45.5 10.24 

12.Composite ICRG risk rating 64.3 72.3 70.5 
(March 2000) 

13. Institutional investor credit 45.3 56.6 49.8 
Rating (March 2000) 

14. Stock market capitalization 
(in US$ blllion) in 1999 

184.6 330.7 154.0 

15. Stock market capitalization 33.7 22.9 38.9 
as% ofGDP in 1997 

16. Subsidies & other current 40 51 
transfers as % of.total 
expenditure in 1997 

17. Education Profile 
a) Public education expenditure 3.2: 2.3 4.9 
as% of GNP (1995-97) 
b) Public education expenditure 11.6 12.2 23.0 
as% Govt. Expenditure (1995-97) 
c) Share of pre-primary, primary 66.0 69.6 82.8 
and secondary in education 
expenditure (i 994-97) 
d) adult literacy rate 1998 55.7 82.8 90.8 
e) youth literacy rate 1998 70.9 97.2 96.6 
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18. Health Profile 
a) Public expenditure on health 
as o/o of GDP (1990-98) 
b) o/o of population with access to 
improved water. source (1990-96): 
c) o/o of population with access to· 
sanitation ( 1990-96) 
d) infant mortality rate 
per 1000 live births (1998) 
e) life expectancy at birth 
f) daily per capita supply of 
calories (1997) 
g) daily per capitw supply of 
protein in grams (1997) 
h) Doctors per 1 lakh of 
population ( 1992-95) 
i) Tubercul'osis. per I lakh 
People in 1997 
j) per cent of infants with 
low birth weight (1990-97} 

19, Military expenditure as o/o 
of GNP in 1997 

20. Highest marginal tax rate in % 
in 1999' 
a) individual 
b) corporate 

21. Power. & Transportation· 
a) power consumption per 
capita KWH (1997) 

b) T &D losses (1997) 
c) paved road as o/o of total (1998) 
d) goods transported by rail 
thousand ton-km per$ million 
of GDP (PPP) (1998) 
e) air passenger carried· 'OOOOOs 

(1998) 

22.Communications, information 
& science & technology 
per 1 000 people 
a) radios (1997) 
b) TV sets (1998) 
c) Telephone mainlines (1998) 
d) PCs (1998) 
e) internet hosts per 10,000 
(January 2000) 
f) scientists & engineers in R&D 
per million people (1987-97) 
g) high technology exports as o/o 
of manufacturing exports 
h) waiting time for telephone 
connection in years (1997) 

23. GFD of Central Govt. 
(o/o of GDP) 
a) 1990 
b) 1998 

24. Capital Expenditure of 
Central Government(% of GDP) 

0.6 

81 

16 

70 

62.9 
2496 

59 

48 

118.3 

33 

2.8 

30.0 
35 

363 

18 
45.7 

137.1 

165.2 

121 
69 
22 

2.7 
0.23 

149 

5 

1.0 

-7.5 
-5.2 

Appendix- I ( contd.) 

2.0 2.8 

90 83 

2} 66 

31 30 

70.1 72.3 
2897 3097 

78 83 

115 85 

33•.7 25.0 

9 7 

2.2 u 

45 40• 
30 35 

714 1459 

8 14 
29.7 

304.8 62.1 

532.3 177.2 

333 325 
272 261 

70 104 
8.9 47 

0.57 40.9 

454 214 

15 19 

0.1 0.8 

-1.9 -2.5 
-1.5 -1.1 

a) 1990 1.8 2.5 
b) 1998 1.6 1.9 
Note: The data for making country comparisons are primarily culled out from World Development Reports and Human Development Reports, . 
World Bank. For the performances of Indian economy during the post independence period they are mostly drawn from Economic Survey, 
Government of India, World Development Report, World Bank and RBI Occasional Papers vol. 18 Nos. 2 and 3. 

Adopted from Annexure-2 
Golden Jubilee Commemoration lecture delivered by Dr.. Y. V. Reddy, Deputy Governor, Reserve Bank of India on the Occasion of Syoari1 
Mohotsay~ of Vivek Vandhari College, Hyderabad on Oct. 30, 2000. · · · · · 
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Appendix-11 

Annexure - 1 : Ranking of India, China and Mexico 
Based on Various Socio-Economic Indicators 

Indices India China Mexico 
1. Econo.mic creativity 38 48 35 

_1'.1~~~-.(?.9..9.92......... .. ... ......... ············ 
a.Technology Index (2000) 
b. Startup lnde:x(2000) 

38 
38 

................................................. 
47 11 
46 51 . 

.............................. ··························· 
2. Growth competitiveness 
Index (2000) 

49 41 43 

--~=---g_~.r..r.~.Q! .. ~ .. rne.~@Yf::!Q.~-~!:i ........................................................... ~?. .... . 
lnde.x (~.Q9.9L.. ............... ....................... ........... . .................. . 
4. Mitroeconomic competitiveness 42 : 
Index~? ODD) 

5. Environmental regulatory regime 

_lnd~x (1999) ... 

. 6. Financial market sophisti
cation (1999) 

·······;····· 

39 

!..: .. qr::lr..~p~_ir::J.t:J .. .Pe.E~P.ti'?.t:J:........ .. ................ ..... ........... .. ..~£:> , .. . 
. Index (1996) $ 

44 42 

. .......... ·····························-··· 
49· 34 

40 30 

50 35 

50. 38 

.. ~.: ... tJ.'::l.f!.l~'.l .. .P..~Y.~.Igpf!.l_~'.l.~ ................................................................ ~ .. ?.~ .. : ..................... ~-~- ... . 55 
Index (1 998) 

.a:<3DP(ppp) index .. 0.51 
· b. Education index 0.55 
····-·-·································-···········-··························· ······················-··························· ............................. . 
·b. life expe~~.t:~.S!._index 0.63 

0.57 
0.79 
0.75 

0.73 
0.84 
0.79 

.. ~: ... tl.~.f!.l.?..'.l ... Pr::lY.~.r:!Y............... . .................................................. ············-···-············ ........... ....... . ....................................................... . 
lnde.~-<~-~~-~r ............ . 58 30 12 

1 0. Re~ssionaryexpectations6 6.2 5.7 

.. {.~.~.t:J .. L.!.~.ry __ ?..Q.Q.9.) ... (.'?.'.l ... ?..~.r.~ ... ~.~~-~-~-'.l .......... ··························· ······························ ······································ ......... . 
0 to 7)# 

11. Globalisation Index annual· 2.0 7.0 -4.5 
················· ...... 

12. Emerging market access 46 37 68 
. Index (2000) 
*for 85 developing countries and 18 industrialized countries (in which 
USA and Japan belong) separatelY $-higher the rank greater is the 

--~-~-~~~~ .. .9f..P.~~~.iY.!::!.9. .. ~()~~-p~i()_f.:l ... '?.~ .. ~.<:::~ .. r::lf..tr~'.l.?..P.§l.~~-t:1.9:': .. 1C~ .. i9..~e..r:.!tl~, .......... . 
value less is the recessionary expectations. 
Adopted from Annexure-1 

__ gg_lc:J..~.~-~.1:1.~.1.if::!.~ ... 9<?.r.TJ~r.Tl~.r.<:'l.~is>.r::' .. l.~<:::!l:l.~~---~-~-~-iy_~~~-~---I:>.Y .. .Q~: ... '!..:Y..:.R.~9..~Y.! ... 
q~pLjtygt::)y~r'::l<:Jr, !3~~~ry~ E3~r1~<:Jf.lf19.i~ ?r1 ~~e <:)~~~t:l '?.f. ~~rT1~ .. 
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