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 General Studies-3; Topic: Indian economy – growth and development 
 

For a knowledge Economy 
 

1) Introduction 

 The knowledge based economies use ICT, innovation and research, higher education and 
specialised skills to create, disseminate, and apply knowledge for growth. 
 

2) Need for Knowledge Economy 

 Today, knowledge-intensive and high-technology industries contribute the most to long-term 
growth. 

 U.S. accounts for 33% of global output of knowledge-intensive services, China 10%, but India only 
2%. 

 The creation of a knowledge ecosystem will make a society wealthier. 

 A shift to innovation-based growth would help avoid the middle-income trap and also address rising 
income inequalities 

 To boost agriculture productivity and providing technology for the aid of farmers 

 For production of high quality goods at low cost for boosting exports. 

 In order to sustain the growth level over a longer run, the need for technology and knowledge 
driven economy is imperative. 
 

3) Opportunities 

 India has the potential to become a leading knowledge-based economy with its youth population 
and growing information technology 

 India being a labour abundant country along with strong ICT base, can pluck the fruits on 
manufacturing led growth. 

 India's has strong services sector which contribute around 60 per cent to India's GDP 

 ISRO, considered a leading space organisation globally, is one of the best and most competitive 
in the multi-billion-dollar space launch market.  

 India is becoming a hub for 'Medical Tourists' 

 India tops global remittances in 2016 according to World Bank. 
 

4) Concerns / Challenges 

 Collaboration between academic researchers, industry and government is weak in India. 

  Low funding to research as percentage of GDP, with very few Indians taking to formal learning and 
research 

  New technologies like robotics, and increasing stress on resources like energy and water, are 
emerging as threats 

 For example a robotic tailor could take away jobs in the garment sector which currently provides 
huge employment opportunities. 

 Large numbers of Indian students go for tertiary education abroad and many stay abroad leading to 
India's brain drain.  

 High percentage of illiteracy and informal economy in India makes large population to be left out in 
reaping the benefits of Knowledge based Economy. 

 Lack of Innovation and Research and Development in India. The number of Nobel prizes won by 
India despite its huge population is an evidence to this. 
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5) Way Forward 

 India will need supportive laws, improved infrastructure, removal of barriers to trade and 
investment, up-skilling of labour force, higher spending in R&D and innovative financing. 

 India plans to spend over Rs. 10,000 crore to build 20 world-class higher education institutions. 
However, for knowledge to translate into a wealthy society, we need to do more 

 We need to create a conducive knowledge ecosystem, which is currently missing from our national 
plans.  

 Institutions of higher education help in creating such an ecosystem, and improve a nation’s 
productivity and wealth. 

 Institutions can provide access to knowledge capital, an atmosphere of inquiry, and an 
experimental environment where those ideas can be tested.  

 Given that the success rate of ideas is rather low, ideas need to be tested constantly. 

 We need collaboration between academic researchers, industry, and government.  

 For translating research into technology, include project work at all levels in higher education 
institutions. 

 Ensure ease in movement of personnel between universities and industry. 

 We need a culture of research and innovation with strong intellectual property rights. 

 Developing new institutions of higher learning in Big data and Artificial intelegance 

 Launching suitable incentives to promote IT applications for the domestic economy, including local 
language content and application 

 If we wish to become a knowledge economy we should revamp our profoundly inadequate, 
inefficient and inequitable early health and education systems. 

 
 


