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Growth and development cannot take place in an Institutional v
the growth of markets require an institutional framework thar 5
In an orderly manner and in which agents know that the decis;
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economic development,

The role of institutions

The Nobel Prize-winning economist Douglass North first brou
tions in economic development. The modern exponents of th
Rodrik of Harvard University and Daron Acemoglu, Simon Jo
Massachusetts Institute of Technology. North says in his fam
Change and Economic Performance (1990):

ght to the fore the role of instity.
e ‘primacy of institutions’ are Dan|
hnson and James Robinson of the
ous book Institutions, Institutiong|

| wish to assert a fundamental role for institutions in societies: they are the underlying deter-

ants of the long-run performance of economies — Third World countries are poor because
al constraints define a set of pay-offs to political/economic activity that do not

nability of societies to develop effective low-cost enforcement
it source of both historical stagnation and contemporary
' use the absence of secure property and contractual
Mancur Olson (1982) makes the same point in

At a more formal, precise
ts’ protection; the degree
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INSTITUTIONS AND DEVILOPMINT

The reason why ins;
stit
y utional structures and rules of behaviour are a necessary condition for

economic actvity t fish i
KB it 1 47 o
they are not self-creating; self—regulat;ng: sc(l)f( ” }()'QOH) S m‘”km Iy m.«,muuons - 7(.
important and which are not wil| differ acros‘.sm A m.ng‘ o 'SC'H('g””n'ISlng ‘ Whlch iy
try, its geography, stage of development and it:p::;:. “hld UlT)L‘ ,vucordmg’to the history of a coun-
people want. In small rural communities wherepev'e . ‘15':"‘]“"”5' e
ing, fraud and not honouring contracts s fimi d e il cach Othc..r' e i A~
w R nlwlte‘. Transaction costs associated with the costs of
I tog' coordination énd enforcement of contracts are low, and
hsighlsdtotsgasiipads g to norms 9f behaviour; but economic development is limited
- : n. In contrast, in large, modern, industrial societies, where transac-
tions are .mper_sonal, there is widespread scope for opportunistic behaviour (Bar’dhan and Udry,
1999). Tfa"”“'f’“ (and therefore production) costs may be very high without institutional struc-
tures that.curtall such behaviour, such as the enforcement of property rights and the rule of law
the prov‘iswn of limited liability, the guarantee of contracts, patent protection and so on. With Iov\;
transaction costs, firms and markets can concentrate on the job of investment in the knowledge
that property rights are secure,

There is no one set of institutions that will suit all countries, but there is a consensus among
development economists that at least five main types of market-supporting institutions are nec-
essary, if not sufficient, conditions for rapid economic progress (see Rodrik, 2000, 2008; Rodrik and

Subramanian, 2008).

. property rights and legally binding contracts: market-creating institutions
. regulatory institutions: market-regulating institutions

institutions for macroeconomic stability: market-stabilizing institutions
social insurance institutions: market-legitimizing institutions

institutions of conflict management: market-legitimizing institutions

L LR

angements that are conspicuously absent

Rodrik (2000) highlights the following ins
in poor countries: i A oA
e e R wia 1

d B

a clearly defined system of prope
aregulatory apparatus curbing the
hazard s :
+ amoderately cohesive soc — : - -

-
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19006 as the World Banlk group which act as
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d Trade Organisation (WT0)

al international my‘.‘mis:llinn dealing with
wen nations. Tt was established to help
exporters and importers

worl

WIO s tl
e purals

roducers of goods
)

conduct their husinycs ¢
Il members — of Wl()ﬂ | |
dccision-lm\king body) (A)}ll\t‘l.lsl ol I'ra . ’
lnlcmational Trade in Goods) ‘Subsidiary Bodies' (dealing with

spedﬂf such as agricullurc, subsidies, market aceess cte.)

Functions of WTO

The functions of W70 are following

. Administrate WTO agreements of trade.
. Forum for negotiations of trade.

. Trade disputes handling.

+ National trade policies monitoring.
mmlil‘egl\assiatance and training for developing |

we only glob
of trade betwe
and services,
¢ smoothly. ‘Ministerial conference’ bring
Council”  (IHighest

Trade’  (Covers

‘General

« Provides

dination with other international

becau

International Organisations 441

WTO Agreement on Agriculture (£
and its lmplication

It was signed by the member countries in April 1994 ar
Marrakash, Morocco which was a part of the Uruguay
round of multilateral trade negotiations. The Umguz‘
round marked a significant turning point in world n;.di
in agriculture

The agricultural subsidies are grouped into two : domestic
subsidies and export subsidics

Domestic Subsidies

| Green Box This subsidies is granted for
agricultural and development, universities etc
without any limitation.

9. Amber Box This subsidies given which influence
the domestic market prices for food products.

3 Blue Box This subsidies are given to farmers to
limit their production for reason like environment

concerned.

Export Subsidies

Under the agreement of 1995 on agriculture, first world
countries were to reduce export subsidies by 36% (in
value) in 6 years and 3rd-world countries were to reduce
them by 24% (in value) in 10 years.

General Agreementon

Tradein Service (GATS)

This was signed in 1995 along with AOA and TRIPS.
The GATS negotiations are conducted among nations
bilaterally on the basis of requests and offers. It is
ge of GATS that basic rules governing ‘trade in
s’ have become applicable to ‘trade in services’. It
s four modes of supply of services as

OC

1 ’éCros's border supply) It includes services
are de’hvercd in the territory of the member
. tetntory of the member of another member
T is not present in the member).
n 'qn abroad) Delivering of services
itorial boundaries.
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Agreements on Textile and
Clothing (\10)

Vot
T was evolved wider WO o phas ‘|m|-\||:‘nu.'x iy
FONEHC NS as iposed by the devy lops “l loning
exports of tentiles and clothing tome the ‘\ \\\l\\ j.l\ “»
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Agreement on Trade Related
Aspects of Intellectual Property

Rights (1111

The WTO agreement on TRIPS was nepotiated
9RO 994 T was introduced as a part ol nuulnl,‘m-\‘.\;
trading svatem at the time of | faguay Round ot GA T
mtellectual property convered tor minimum standards
obprotection (o be adopted by parties are-—copy tights
andrelaced vights,  tade  marks, weopraphical
indication, industrial design, patents, lavout design of
mtegrated circuits and undisclosed information (trade

SOCIeS ),

World Bank Financing and
Other Support to India and its
Impact on Different Sectors

World Bank resources in India have been always
channelised according to Indian priorities as reflected
in CAS (Country Assistance St rategies) tor India.

* Since 1995, the IDA has provided interest free
credits and grants totalling to US$ 17.5 hillion
(4l 2010), where as IRRD has extended loans of
US § 22,5 billion to the country,

* Between 2000 and 2010, 1DA committed US §

12.6 billion to India over past decode through 59

projects.
* IDA has been involved i the programmes to
deliver services o poor, by way of
elementary education, basic health care, health
insurance, rural roads, murgl connectivity by a
combination of advisory and analytic work and
financing at both center and state levels,

* The World Bank through DA
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Rihar Nast Flood Recovery Project

For as acesponse o plobal fnancial g \\'mll
carmarked § 3 billion to Spportcountey'y \h\lll(‘\ll\'|‘ Ny
010 Py

LDA has gencroushy helped Tndia's CCOnOMe (o q
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spectally through “sott loans'. There A Mmany SO
Which TBRD as a policy matter does nog linange, (),
supplements the IRR1D

Smart €QCts

India, with a long history of cooperation with both |BRD and with 1
expected to graduate at the end of IDA1G

India has had uninterrupted access to IBRD since 1948, has now reacheg
point where its income level has been above the OPerational cut gy g
years. With a GNI per-capita  of  US$1420 and establisheq I8
creditworthiness, India is expected to make a successfyl and lasting o
from by growing its economy at an annual average rate of 7.3% over

St decade,

Life expectancy in India has more than doubled from 31 years in 1047 N
years in 2012,

India has achieved the Ist MDG by halving the population of peaple v
on less than u&Neverth«mlndhmInshomwommmm

world's p | “rihmmnmmnwmn
I'u‘.iul'll_[ I._", é |
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International
Organisations

An internat
Imatio o :
nal Organisation refers to as a forum of cooperation of sovereign

_ . states based on : : ) i :
Various explanattons have stable e OfI;:ltllateral International agreement and comprising of a relatively

- rticipants. They are established by charter/treaty governed by
heen PUt forwar d to €xp lain the law of treaties beyond the territorial boundaries (i.c., state) with objective of

reasons as to Why law endowed with certain autonomy to realise common goals.

international trade takes The main essentials of international organisation are as follow

i s Its origin must be based on multilateral international a
.o greement.
p lace and which c?un t’y Institution has to be personality of its own, which is distinct from its individual
should export and import members.

. . It must have permanent organs which carry out common aims.
which products. Economist * As compared to the will of all members, its organs must exhibit autonomy of
e moved a long way from L

nerchantilism to present day
of globalisation. Many
international organisations
lke WTO, World Bank, IMF
have played an important |
role in developing pres nt |
emational trade sce |

World Bank

- IBRD (International Bank for Reconstruction and
1945 under 1944’s Breeton-Wood Agreement is the
ational Monetary Fund (IMF) was framed to assist
conomies of Europe and assist in the development

- g

ces in less development countries.
ns of guarantees on participation
investors and when capital is not
ate investment by providing
ces or from borrowed funds.
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ilateral Investment
° T() Promote the l(mgq‘;u]gu balanced gn)\\'lh f)' MUItllat e A ency (MIGA
IMternationy| trade and the maintenance of equilibrium in Gual'ante g )

the balance of pavments of member countries by MIGA was established in Apri 198§

S . . . > A el b > / “ ] i
tNCouraging international investment for the development newest affiliate of the World Bank fafhilvw}lmh
i 3 . . s i aisin ‘ > S 1t
of theijr Productive resources, thereby assisting in raising created to support the  World Bap, g

producti\'it_v, the standard of living and conditions of

~tional Finance Cooperati
" . (lntcmatlonal Fina peration) Where
workers in their te

. oy reach. A
TO arrange the loans made or guaranteed by it in relation ted with certain objective g foll
'temational loans through other channels, so that more ]t was cred ‘.

Iritories,

useful and urgent small and large projects are dealt with ] ¢ encourage the f]o'w of Foreign Diregy g
first. (FDI) into developing member COUntrig, &y
* Today the services provided by World Bank are not just 2. Provides insurance against Politicy
limited to providing financial assistance for infrastructure investors.
development, agriculture, industry health sanitation. It is 3. It guarantee investors to project againg ¢
also involved in removing poverty of rural people through of non-commercial risk ie, dange, inoln
raising productivity, increasing income of rural poor, currency transfer, eXpropriation, War @l
Providing technical support and initiating research and disturbance and governments breach of
cooperating ventures, 4. It ensures new investment only ;, i
Over the time, additional organisations have been set-up undt.er existing investments, privatisa'ti(m” angi
the umbrella of the World Bank. As of today, the World Bank is and fy,

i ] . : restructuring).
a group of five international organisations responsible for

Providing finance to different countries. The group and its 5. Provides promotional and advisory Serviceg

affiliates are head quartered in Washington DC. governments of clle‘veloping nation,
World Bank and its Affiliates 6. It es.tablis.h credibility among investor and j;
- —— credit ratmg among global banking ang By
Institution Establishment markets of its members.

I(?éegg?tlonal Bank for Reconstruction and Development 1945 Int ernat ion a' F i nance
International Financial Corporation (IFC) 1956 cor Poration (I FC)
International Development Association (IDA) 1960 It was established in ]uly 1956, as the private sec
Multilatral Investment Guarantee Agency (MIGA) 1958 of the World Bank to help finance mobilisaiy
International Centre for Settlement of Investmen private sector projects in the international finn
Disputes (ICSID)

markets and provides technical assistance and advia
busir ess and governments.

International D ‘
Association (IDA) el

window’ of the IBRD.
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