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Abstract 

Technology plays an important role in economic development of a country. The 

efficient use of technology helps an individual and society to enhance production. The 

application of new technologies opens the way for the production of new cheaper goods and 

accumulation of capital and thus helps in enhancing global competitiveness of the country. 

Development of technology is a very important issue for enhancing the expansion of economy 

at macro level. Social development will take place if a society will be technologically 

advanced. It seems technology is being commanded by economy because the innovation 

introduced to the globe by technological advancement is closely correlative with economy and 

also follows the economic relationship. The nations which could efficiently propagate 

technology to any or all areas of the society will produce new employment opportunities but 

these opportunities will require a well-qualified workforce and hence the education system 

require to be improved so necessary revisions in the field of education must be made to abreast 

human resources to be an engine of economic development.  
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Introduction 

Economic growth has three indicators capital accumulation, technological advances 

and increase in the work force and population. Capital accumulation is considered to be very 

important for economic growth. Investment plays a crucial role in the economic development, 

higher investment may lead to higher level of economic development and realization 

of investment depends on the rise in savings to be earned from the revenues, the second 

indicator of economic growth, technological advances are often outlined as the whole 

system of data, organization and techniques required for the production processes. With the 

assistance of technology, it's doable to get a lot of outputs with the employment of 

same number of inputs in any production method. This for sure can bring savings within 

the manpower. With the rise in population leading to an identical increase within 

the manpower, a vital incentive of economic process is created.  

The economic growth theories started from classical economist to modern economist 

lay emphasis on the use of technology as an important prerequisite of economic development. 

During classical period in 1770s when the working condition of people engaged in agriculture 

and animal breeding was pathetic and income was meager, use of technology in agriculture 

improved the living of people. According to growth theories in neo-classical economist, 

technological changes cause a rise within the capita per person and motivate savings and 

investments and as a result causes a rise to real GDP. If technological transformation 

ceases, the expansion also will stop. Economist like Schumpeter are among those who defend 

that economic growth is greatly affected by technological advancement. The conceptual 

framework of Joseph Schumpeter conduces to “an evolutionary process developing with the 

creative destruction of the weakening sectors and involving the development of new 

technologies and new industries in economy”. This process is connected with the technological 

advancement defined as economic growth and structural changes. (Justman & Teubal, 

1991)1The aim of societies nowadays is to ensure economic and social development so as to 

boost wealth levels. This aim needs increasing the degree of products and 

services created within the society but amount of the production factors and increase in 

efficiency depends on the technological developments. 

Under-developed and developing countries should try to develop their scientific and 

technical capabilities to craft their own technologies according to the economic and social 

 
1 Justman, M., & Teubal M. (1991). "A Structuralist Perspective on the Role of Technology in Economic Growth 

and Development",World Development, Vol. 19, No.9. 
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conditions of their countries. Under-developed and developing countries must adopt efficient 

scientific and technological strategy and must make economic, social and cultural 

independency and self-sufficiency their main concern under that policy (Herrara, 1977)2. It is 

normally accepted that technological transformation is one of the most vital determinants for a 

rapid augment in the production volume and income and is must for achieving international 

competitive power. In “Competitive Superiority of the Nations”. M. Porter has addressed 

“competitive capacity” from the aspect of “enhancing life standard/wealth of society” and 

defined it the ability to increase productivity. Porter points out that rivalry between innovative 

companies is carried out entirely and that the ability to produce technological advances in these 

companies results, on the one hand, in an increase in competitiveness and, on the other hand, 

guarantees competitive advantages in foreign market.  

 Technological transformation is not only  a way to increase the prosperity and wealth 

of the nations but also to give the people ability to do things that they have not done so far. The 

novelty thus determines whether the output during lifetime will proceed positively or 

negatively (Freeman and Soete, 2003). Actually, the negative consequences of a technological 

transformation and industrialization as for example rapid consumption of the natural resources, 

pollution in environment, disruption of ecological balances are greatly restricting the chances 

and sources for the future generations. In the future, rapidly using resources raises the 

possibility of global hostilities and conflict between nations. It is clear that cost of substituting 

rapidly used resources will be very high and that future generations will inherit economic 

problems.  A report titled The Limits of Growth published in 1972 by a group of researchers 

known as Roman Club made tremendous impression in the world, five global trends of great 

concern have been determined. These are: growing industrialization, rapid population growth, 

widespread malnutrition, rapid use of non-renewed resources and environmental problems. 

 Scientific and technological changes these days build the motivating power of scientific 

and economic policies adopted by to ensure economic growth and development. Technological 

developments boost economic growth. Nonetheless, it also enhances societal wealth on the one 

hand by increasing the wealth and income levels and causes some social problems also. 

Development of technology makes very significant contributions to the social-cultural and 

economic life. A study was conducted in U.S reveals that people work more than the past; 

merits like sincerity and self-discipline are more valued; entrepreneurship increased and people 

improved their technological capability for their new careers. 

 
2 Herrara, A., (1977), "Science and Technology in a New Approach to Development", Teksir, 

YMER || ISSN : 0044-0477

VOLUME 21 : ISSUE 10 (Oct) - 2022

http://ymerdigital.com

Page No:124



 The countries that produce technology, brings economic superiority on other countries. 

Therefore, countries with advanced technology may exert pressure for other countries. The 

pace of the technological progress causes economic improbability and difficulties in 

forecasting the future. Increasing elucidation of the economies to worldwide fluctuations, 

severe competition environment and inadequate security cause economic negativities. Rising 

mutual dependency among the global countries make economy exposed to the financial crises 

(Mandel, 1998)3. One of the areas in which we can examine the effect of technological 

development is the financial markets. Lots of banks and intermediary institutions become 

accustomed to the technological developments and start to offer online banking services. 

Branch free banking activities are able to provide banking services on 24 X 7 basis throughout 

the world because information could be transferred and shared. At this moment, we should 

emphasize the significance of education. Education could make a great role to this process by 

retraining the people and helping the persons and to societies adapt to the new conditions. 

Hence the nations must to derive the maximum benefits of growth from technological advances 

by sustaining and disseminating the constructive aspects of this process and by minimizing its 

negative impacts. 

 

Impact of Technology on Manufacturing in India 

 

During 1990, India and China had approximately the same GDP per capita but since 

then, with the enormous growth of its manufacturing sector, economy of China’s has grown 

much faster than India’s and its GDP per capita on a PPP basis is about 90% higher than India’s 

GDP per capita. For achieving faster rates of economic growth India without delay needs to 

strengthen its manufacturing sector. The growth of manufacturing sector is reliant on the 

investment climate. The structural reform since 1990s has made some progress. Despite of 

many setbacks, it is acknowledged that reforms process in India can’t be upturned and 

ultimately these reforms will be implemented. Though, the long-term competitive capacity of 

Indian firms would depend on the efficiency of production. Production performance, in turn, 

depends, among other factors, on the capacity to produce, import and adapt new technologies. 

India has made major progress in a range of spheres of science and technology over the 

years and now can take pride in having a strong network of science and technology institutions, 

 
3 Mandel Michael J., (1998), “The New Economy: For Berter Or Worse”, Business Week, 19 Ekim 1999, Issue 

3600. 
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trained human resource and an innovative knowledge base. Given the very rapid pace of 

globalisation, and fast deplete material resources, increasing rivalry among nations and the 

rising need to protect intellectual property, building of the knowledge base is an important 

issue. Technical talent of India is being recognized worldwide but there have been severe 

institutional gaps in promoting industry research institutions interaction. 

 

Indian Manufacturing Industry 

  

  Indian economy is definitely on the path of steady growth. During the last decade also 

when many other countries were in the grasp of quite a few economic slowdowns, India 

sustained to have a comfortable economic position. This recent erupt in growth is accelerated 

by many radical reforms such as removal of restrictions on foreign investments and industrial 

delicensing. This trend may continue over the next many years if it is supported by a favourable 

environment for business in terms of tax benefit, expansion in tax base, and reduction in interest 

rates. The liberalization policy of the economy has created new windows of opportunity for 

manufacturing sector. However, the success of manufacturing industries is very much 

dependent on innovations, research and development. It is important not only to remain in 

competition but also, major advantages can be achieved by development and 

commercialization of new technologies. 

 

Importance of Manufacturing Sector in Economic Growth of India 

 

Structural transformation of the Indian economy has enabled for a spectacular growth 

of the services sector, it now accounts for around 50 percent of the GDP of India. Though some 

economists are on the view that a faster growth of the services sector before the growth of 

manufacturing industry attaining its growth is not a healthy sign for economy. Only a 

knowledge-based economy without a mature manufacturing economy cannot sustain in the 

long run. Furthermore, a service sector-based economy cannot prolong to thrive on a long-term 

basis in a country where majority of the population is educated below the middle-school level. 

Some sectors, such as ITES, IT and pharmaceuticals, may compete globally, employing 

only few of the population and bringing affluence to many parts of India but at the same time, 

more than 50 percent of the population will remain dependent heavily on the agricultural sector, 

contributing less than one-quarter of India’s total GDP. The agriculture will continue to 

undergo from widespread underemployment, low wage rate and dependency on monsoon. This 
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might result in constant urban migration but without the development of industrial sector and 

will result into rising unemployment in the cities. Estimates indicate that India needs to create 

around 7-8 million of new jobs each year outside agriculture to continue at its current 

unemployment level of 7 percent. A job in manufacturing sector is ideal for workers coming 

out of agriculture as jobs in service sector require good education and professionalism. The 

progress in manufacturing sector could create around to 2.5 million of new jobs every year. 

 

Industrial Growth of India. 

The manufacturing sector has remained one of the important engines of economic. The 

industrial growth started rapidly since the year 2002-03 noticeably on the back of strong GDP 

growth. Rise in the disposable incomes, quick and easy access to finance and the changed 

attitudes of India’s fast rising middle has caused in a consumer lending boom. Industrial growth 

rate rose above 8% in the year 2004-05, with strong growth in consumer durables and non-

durables products. Production of capital goods has been growing at a rate of double-digit since 

2001-02, signifying increased investment in the industrial sector and the economy as a whole. 

Figure 3.1:  Sectoral Growth Rates in GDP 

 

 Source-https://www.statista.com/statistics/271329/distribution-of-gross-domestic-product-gdp-across-

economic-sectors-in-india/ 

 

 

Important Issues for Growth 
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The important reason of Indian manufacturing sector for not performing well and not 

being competitive is the considerable presence of small-scale unregistered manufacturing units 

transversely the entire spectrum, even in capital-intensive segments. These unregistered 

manufacturing accounts for about 23% of the total capital employed and 84% of the workforce. 

Even registered manufacturing sector is extremely skewed towards low scale. 85 percent of the 

factories in India have less than US Dollar 200,000 invested in plant and machinery. While this 

is not to put down the value of small and medium enterprises, in India there are large number 

of such enterprises created because of artificial market distortions. The conscious 

fragmentation of units has been detrimental to competitiveness. 

 

The other reasons for the Indian manufacturing for not being competitive enough include: 

• Transport facility is of poor quality. This expands to railway, road etc. 

• Very high cost of electricity for production. Cost of power in Indian is almost double 

compared to China. 

• Capital cost is also very high. Against the international average of 6-8% it is 10-12% 

in India.  

• Skills are missing. Adequate skilled manpower is not available. 

• Ease of doing business is comparatively very low and these results in delay in 

setting up of business also maximum firms do not avail single window clearance. 

Presence of red-tapism is an important concern. 

• High Non-Performing Assets of banks have reduced the rate of flow of money to 

industrial credit. 

• Difficulty in Land Procurement. 

 

Conclusion 

Scientific and technological advancements are now the driving force behind 

scientific and economic policies aimed at ensuring economic growth and development. 

Economic growth is a result of technological advancement. However, on the one hand, it 

increases social wealth through boosting income. Technology-producing countries have  

economic and military advantage over other countries. As a result, countries with better 

technology may apply pressure on others. The rapid pace of technological advancement 

creates economic uncertainty and makes forecasting difficult. Technological revolution is 

not only a means of increasing a country's riches and richness, but it also allows people to 
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do things they have never done before. As a result, novelty impacts whether or not a 

person's overall quality of life improves. 
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