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reform process and its
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After studying this chapter, the zg a1egE &t ygq & 95 31U

learners will
e understand the background > 1991 H WA H A H1 T

of the reform policies gur ifqal &t yeqfa 9
introduced in India in 1991 gRfaq s,

e understand the mechanism > qUR Afen 1 Ry R
through which reform :
SH &l 9fhdnr &t Uz,

policies were introduced

« comprehend the process of > d¥aish{ul &l gfsrar 3R 9Ra

globalisation and its & fau suah fafearef 4
implications for India gfifa 2

e be aware of the impact of the | .
reform process in various > fafa= el W gur gfsean

sectors. & gUEl &t SN
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INTRODUCTION

You have studied in the previous
chapter that, since independence,
India followed the mixed economy
framework by combining the
advantages of the capitalist
economic system with those of
the socialist economic system.
Some scholars argue that, over
the years, this policy resulted in
the establishment of a variety of
rules and laws, which were aimed
at controlling and regulating the
economy, ended up instead In
hampering the process of growth
and development.
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In 1991, India met with an
economic crisis relating to its
external debt — the
government was not able to
make repayments on its
borrowings from abroad;
foreign exchange reserves,
which we generally maintain to
import petroleum and other
important items, dropped to
levels that were not sufficient
for even a fortnight. The crisis
was further compounded by
rising prices of essential
goods.
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we will look at the 39 I ¥ g9 39 i+
background of the crisis, Hhe hl YBYH, YR gRI
measures that the e S Aifaat qen steferaeen

government has adopted and | . .
their impact on various o fafa= a=el W 37 Hifaa

sectors of the economy. oh gHmEl W fa=r &
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BACKGROUND PR IR

The origin of the financial g fadiy g&e &1 afas
crisis can be traced from 3™ Gid 1980 & 9k §

the inefficient _ sreforaeen 0 SRl USEA ol
management of the Indian

economy in the 1980s.
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When expenditure is more
than income, the government
borrows to finance the deficit
from banks and also from
people within the country and
from international financial
institutions. When we import
goods like petroleum, we pay
in dollars which we earn from
our exports.

the government had to

overshoot its revenue to meet

challenges like
unemployment, poverty and
population explosion.

59 g T 4 AfYe 8 a9 TaER
dehl, SHEMT qon Ay fa<ia
eI 9 IYUR @4 &t 918F 8l St
21 39 YR 98 (Y1 =@ 1 fa<da
ey Y odl 2l Hed ddl S oh
3T o folt g6 Siel d ™
H Bidl & AR 34 Sie’ 89 AW
SR o Faid g’ 9 & =

TRist IR e faehie & SR
TR &l A9 qoied 9 3Afus @4
I 9SIl I8l 81, R g 9ol
M ® HERHl W BH 9 FT o
ST 3faiiad Us&d i Yrfed A
Tel g3l
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the government had to Wit 3R SmEE faewie
overshoot its revenue to R G i 394 s 3
meet Cha"enges Iike 3:|fg.;|q; @a( ST TETI qgﬂ' qg:f,

unemployment, poverty and

_ _ WHR g Idl ST & ARl
population explosion.

W BH a9t 99 o HRU
Afaaa o= =t g ot 181

[
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The income from public dgd gl @dl &t Yfd o fod
sector undertakings was grasifae 3TE 9 o 3fues 3T
also not very high to meet  gfiig & &t o @ ot =2 TR
the growing expenditure. d sTRieta e ad et

At times, our foreign Feit & ot s fadeit e

exchange, borrowed from
other countries and sl SYANT hrEl W & TH w

international financial feam T
institutions, was spent on

meeting consumption

needs.
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In the late 1980s,
government expenditure
began to exceed its
revenue by such large
margins that meeting the
expenditure through
borrowings became
unsustainable. Prices of
many essential goods rose
sharply. Imports grew at a
very high rate without
matching growth of
exports.

1980 < TITH oh 3Ad dh GIhK

&1 I IUch TS 9 a0

Aftes g = fh /BT b g

g YU HAT 9 3ffyes M

Tl

S S 3 3MEavdas a3

%l HiHd dsit 9 d@1 il |

3T i Jig ga-l did W fw
faia &t 99fg 9 &3 diaHd

T8l & 91 W o
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3SRTT, fAsiiehor 3R dvdiehioT—us THian
There was also not AR IYURKEIST &l AN

sufficient foreign exchange g&H & fau 9ra W&R &
to pay the interest that g vatw faden g e et
needed to be paid to off| Tqr & T IS 29 A
international lenders. Also et N

no country or international .
funder was willing to lend FerT &1 T =redr ol

to India.
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India approached the
International Bank for
Reconstruction and
Development (IBRD), popularly
known as World Bank and the
International Monetary Fund
(IMF), and received $7 billion
as loan to manage the crisis.
For availing the loan, these
international agencies
expected India to liberalise
and open up the economy by
removing restrictions on the
private sector, reduce the role
of the government in many
areas and remove trade
restrictions between India and
other countries

34 feufa 4 9Ra 3 A==
A iR fam 4w (STE.HL.aR.
glL) 8 gmr=a: ‘fava 4%’ &
M 8 Y S oS @ SR SausE
sl hiY 1 IENT @A 376
29 &t 7 fafeas™ sfer =1 R0 39
Gehe 1 MAT dH oh fauw e
fhd, 39 R/UT il I oh T s
A3 4 ARd WHR W HS Id
AME; Y, TWHR SR H,
fsit &5 W ot gfaesn it g
qael 3 &l 0 T s&dd &
UM WA & I8 i AU &t T
fo ara 3 34 2w & =9 faRwi
MR R oFt Ifaey 9t 2| S|
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3T, Fsiienor 3R dvdiiv—us qHian
India agreed to the qRd 7 favd d& AR Aaisia

conditionalities of World Bank S FY =1 & v O o sk :l_sg

and IMF and announced the
New Economic Policy (NEP). MiH AT HT =00 HN W T

The NEP consisted of wide MY Hifd # =g i

ranging economic reforms. The YRl &l "fdfaa feanm w@m g4
thrust of the policies was e ifaal 1 32T TSIl

towards creating a more ¥ sifurs Tauiqul sarefaE
competitive environment in the o
ATdTaoT bl AT T AT HHI

economy and removing the .
barriers to entry and growth of % MR § ga9 & AR TE1

firms. This set of policies can Hgfg d AHdIet denst &l T
broadly be classified into two g1 o 79 Hifga =1 < SR f
groups: the stabilisation 5§ faaifsaa fear ST gl B

measures and the structural .
reform measures. TIMIcAh R SU™ dUT GEATHS
R o 3|
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balance of payments and to
bring inflation under control. In
simple words, this means that
there was a need to maintain
sufficient foreign exchange
reserves and keep the rising
prices under control. On the
other hand, structural reform
policies are long-term
measures, aimed at improving
the efficiency of the economy
and increasing its international
competitiveness by removing
the rigidities in various
segments of the Indian
economy.

fSTehT I83F I Hqed | 31

T H9 Afedt sl X B 3R
HSEhifd 1 A0 HET o411 WA

sl o, 3g&1 o1 waiw faswm
g1 WeR & Wi 3R dedl &3
HIHdl W I W &l
ATl il SHA 3R,
AEAIHS GUR 9 deisifas U™
e, forep1 Sevg srefegecen &1
HITTdl shl YHURAT qAT ST ATLAT
o fafa= el &t =t *i
X H{ AR hl qUS T T
Al ] Gafdd s 2|
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The government initiated a  3q 3ftc @ &R A A= Hifaar
variety of policies which fall yryg &Y T7a T syad =
under three heads viz., ST fsiier 3k

liberalisation, privatisation -
and globalisation. |
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LIBERALISATION

Liberalisation was introduced to put
an end to these restrictions and open
various sectors of the economy.
Though a few liberalisation measures
were introduced in 1980s in areas of
industrial licensing, export-import
policy, technology upgradation, fiscal
policy and foreign investment, reform
policies initiated in 1991 were more
comprehensive. Let us study some
important areas, such as the

SHNETU
SRAHI0T 61 gfdael &t gL
e o fafa—= &&= &1 ‘g’
& &l Hifa ot 9/ ot i=ifies
a9 qone!, tma-fAata ifa,
deh-teh] S=Ta, UShIog R faswil
frawr ifaa o ISR 1980 & <ITH
? o 3w feu T &) fohq, 1991 o
IRH Hl T8 YURAR! Hifadr wal
3Afeh ATYS i) 3PY, TH O

industrial sector, financial sector, tax weaqu & W fRT T gurt @t

reforms, foreign exchange markets
and trade and investment sectors
which received greater attention in
and after 1991.

rtem w1 3 &4 -MuEifie auw,
fa<dta &3%, F-YuR, fa-vi fafma
IR, AR den A e, AW
1991 ® a1 1991 o &% 9 fauiy &M

f<=m = e
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Deregulation of Industrial
Sector: In India, regulatory
mechanisms were enforced in
various ways (i) industrial
licensingunder which every
entrepreneur had to get
permission from government
officials to start a firm, close a
firm or decide the amount of
goods that could be produced
(ii) private sector was not
allowed in many industries (iii)
some goods could be produced
only in small-scale industries,
and (iv) controls on price
fixation and distribution of
selected industrial products.

itenfiren &5/ @1 fafarieor : 9ra
% fraua gonferat &l 3He YR 9
] fhar =1 o (%) 999 UBa
tenfirer <l w1 gaeen o, faad
3T+l Th wH TIfud @, 95w
AT AR &l 4= &1 AR &3 &%
fau fedt 7 fodl @Rl Sifusid &t
A 9rwd & sidl off; (") 3%
ST o o fasit Sufwa &1 yawr &
faftrg oa1; (1) TS I3 F1 IARA
chad @Y SUT & H Fha & IR
gyt frsit safuat =t oo sitefie
SAEI &1 Hiaal o Foier aon faawo
& daR ° Ht e AT 1 greH
ST gSal Tl
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The reform policies 1991 o 91§ ¥ 3RY g3 YUK
introduced in and after 1991 H{fqei 4 =1 9 oe yfaew

removed many of these H U & &A1 Tohiea
restrictions. Industrial o
fore, sifgq R WAt

licensing was abolished for
almost all but product st favniest, setarifTent,
categories — alcohol, fomm qen siwfy-dvs;
cigarettes, hazardous

chemicals, industrial

explosives, electronics,

aerospace and drugs and

pharmaceuticals.
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Financial Sector Reforms:
Financial sector includes
financial institutions, such
as commercial banks,
investment banks, stock
exchange operations and
foreign exchange market.
The financial sector in
India is regulated by the
Reserve Bank of India
(RBI).

o< &5 gur : faqd o
&5eh A} HEEifas IR faw
A, Wit TegaS qon fauit
gfimfaq 81 9Ra o fa<ia &=
%1 Fama fied s &1 qifac
2|
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One of the major aims of fa<di¥ &5% ur Afaat <1
financial sector reforms is ygg Ry g8 it 2 f& fed
to reduce the role of RBI 3% =} =9 5w & FEsTs &
from regulator to facilitator Tt @ 53 215Th
of financial sector. This et & -
Tsh e il qHehl doh Hifad

means that the financial
sector may be allowed to  ** fean o @1 gaeht a1 @ o

take decisions on many fodta et o o @ e

matters without consulting f®T o & %z Amat @ 1M
the RBI. ot o1 9 a8 S
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The reform policies led to the
establishment of private sector banks,
Indian as well as foreign. Foreign
investment limit in banks was raised to
around 74 per cent. Those banks which
fulfil certain conditions have been given
freedom to set up new branches without
the approval of the RBI and rationalise
their existing branch networks. Though
banks have been given pemmission to
generate resources from India and
abroad, certain managerial aspects have
been retained with the RBI to safeguard
the interests of the account-holders and
the nation. Foreign Institutional
Investors (Fll), such as merchant
bankers, mutual funds and pension
funds, are now allowed to invest in
Indian financial markets.

guR Hifaa 7 € fada g9a o 9arRd™
3 fadwit fasit Sl &l ot ggdoT w A
%1 3aER feam &1 =t 4 & faen
AR &t @91 74 gfavm s S TE)
%o fifv=a vt & @@ sHac 96
e fiad &% =t srqmfa o famm €1 &
IMETd Gl gohd & de YT st
o S st Afeed IfeqaTd 991 Gohd
21 Fufy daf @ 3@ w-fajyr @ 3
Aferen EeH SR & ot erqafa -
W @Al g 3 2 ok feal &t @
oh 32¥d § o fases wfea A+«
fiod 9% o T € @) fareit faw
TN (T, 3E.3E) q2 =Aral o'k,
REA he AR 43F Hiw fg it
IE AR o<t =i 4 fEer &6t

Jrgufa fua w2
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Tax Reforms: Tax reforms are &Y FaEAT H R : 31 GUR I

concerned with the reforms in ggy weR 31 A9 23R

the government’s taxation and arestas e A g 2 Rl
public expenditure policies, e
qfesh &4 @ TSIy faanr o

which are collectively known as .
its fiscal policy. There are two el sidl 2l U o I YhR Bid

types of taxes: direct and 2 TIY HY AN 3T H T
indirect. Direct taxes consist of 7 ofaqay =7 39 3ikx

taxes on incomes of individuals, N
as well as, profits of business EEIfad T & AH W T

enterprises. Since 1991, there S 711991 o A% ¥ AfFTa
has been a continuous A YT &MU T &y &l Q4 |
reduction in the taxes on PR w et & TS 3 g

individual incomes as it was felt ot
that high rates of income tax Heq SR 9e foh I=T M

were an important reason for U h HRUT & HI-d9- BIdl 2
tax evasion.
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The rate of corporation tax, T F &t X, St 98dd §8d

which was very high earlier, has arfes off, eMR-eRR +7 HT < T
been gradually reduced. Efforts 3 arge
3T HU H ¥ GUR és

have also been made to reform
the indirect taxes, taxes levied a1 f6hT S ® ® 9, c|{~g,

on commodities, in order to 3x darett q; U] Trei H{-dife

facilitate the establishment of a
common national market for aHl X 113[ SEICIICS IEIQ

goods and commodities. Th O3t U= &R oh dER Sl
& Bl ST Hah |
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Foreigh Exchange Reforms:
The first important reform in
the external sector was
made in the foreign
exchange market. In 1991,
as an immediate measure to
resolve the balance of
payments crisis, the rupee
was devalued against
foreign currencies.

fageit fafma gur: fadeit &=
" ygdl gur fassit fafm
IR ® fRar & om 1991 ®
A e Sl AT oh
dehlfaier ]M o fau =1 <30
&l g1 Bl a1 H 39 &1
AT Twar =i
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Trade and Investment
Policy Reforms:
Liberalisation of trade and
investment regime was
initiated to increase
international
competitiveness of
industrial production and
also foreign investments
and technology into the
economy. The aim was
also to promote the
efficiency of local
industries and adoption of
modern technologies.

=R 3R frawr Aifa gur:
Sefogeacen o Stenfin Screl
3R faeeit fawr den gtenfiren
$l auiseg yfawaet =1 aman
aﬁmaﬂﬁésmw
3R a9 Faeenst &1 ISR
IRy fear &N 39 FREHT &1
Teh Se¥d LA 3 i

h

HpTerdal &l UIRAT 3R 3=

i TP ® TR %

fou gicarfed s ot o
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The trade policy reforms aimed =aUR fifaal & guri & @& o
at (i) dismantling of quantitative . (&) sy ik fafa

restrictions on imports and wfronens gfaas) =3 2
exports (ii) _l_‘feductlon of tariff (&) i ¥ F sk

rates and (iii) removal of

licensing procedures for () st & faw agdd
imports. Import licensing was  Ifshal &1 Uil SRS 3R
abolished except in case of wfaeor gaet 3 3—cq1g}

haza!‘c_lou? and e_nwronmentally F S, o= 9 3 el W a
sensitive industries.

Quantitative restrictions on ST AU AT AT HY

imports of manufactured & M1 o799, 2001 8§ HfW W"'ﬁ
consumer goods and 3R 3Ttentfits Syt gt o

agricultural products were also g 9t AETaE gfasal @
fully removed from April 2001. 7o HT U )
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PRIVATISATION ESIETU
It implies shedding of the =g aigd 2, fwut aESifTS

ownership or management gzugg & WOifuce a1 ga8T &7
of a government owned g gy P wEH FAFEN
enterprise. Government froft el &1 Rl 3 @ TER

companies are converted

into private companies In ? tiafid & @ <
two ways () GIHR &l Hrash h Ul
(i)by withdrawal of the % WA 3R Jauq @ 9
government from HEIGE ]
ownership and (@) adsfiE a5e F1 el

management of public F @Y 59 T S
sector companies and or

(ii)(ii) by outright sale of
public sector companies.
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Privatisation of the public &4l Esfe® &3+ & Il
sector enterprises by SR SHEM &6t sfaael i fashl
selling off part of the & Tregg 9 Fsier &1 fafher
equity of PSEs to the FE] 9 2 TFR T STER,
public is known as w0 TER F faE & gE e

disinvestment. The
purpose of the sale, forcita Srgemes sigrl SR

according to the YT § Werrd 1
government, was mainly to

improve financial

discipline and facilitate

modernisation.
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Navratnas and Public
Enterprise Policies

The Central Public Sector
Enterprises are designated with
different status. A few examples of
public enterprises with their status
are as follows: (i) Maharatnas - (a)
Indian Oil Corporation Limited, and
(b) Steel Authority of India Limited,
(il) Navratnas - (a) Hindustan
Aeronautics Limited, (b) Mahanagar
Telephone Nigam Limited; and (jii)
Miniratnas - (a) Bharat Sanchar
Nigam Limited; (b) Airport Authority
of India and (c) Indian Railway
Catering and Tourism Corporation
Limited.

‘T’ RGeSt 39| Aifaar

h<g sl &IFTh AN i
fo=1 o ygM fed @ @) i U]
aIet grdsifieh AN & 33801 39
ThR 2: (7) WeRel- (31) sfeam
Jigel wivaRyE fafirs Ik (9)
i it e gfean fafids
(99) TR (1) fegmam wAifesd
fafids, (9) wer R fawia fm
fafides (q99) - (1) H°Id
gar 7 fafies, (9) g
et e sfusar stk (W) sfeam
Ia Hhefln iR IEw HIERYA
fafies)
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GLOBALISATION

Although globalisation is generally
understood to mean integration of the
economy of the country with the world
economy, it is a complex
phenomenon. It is an outcome of the
set of various policies that are aimed
at transforming the world towards
greater interdependence and
integration. It involves creation of
networks and activities transcending
economic, social and geographical
boundaries. Globalisation attempts to
establish links in such a way that the
happenings in India can be influenced
by events happening miles away. It is
tuming the world into one whole or
creating a borderless worid.

4

Tefy dvdietor fwdt srefegacen =1 fava
AYFTEAT S 1Y ThIH0T b &9 |
ST ST @, Sl Ueh Sifed e 2l
I8 39 gHl ifaat 1 aftomm 2, fSeent
329g @ fava & s fasdt ek sifuen
Uehichd ATl 3Tk Adiia i,
gifsier 3R dimifas dmen &
Atfaseaor &1 Tfafaf= 3t Aeas =
Yo Bldl 31 Svdttor T GUh YAl Hi
= &1 g 7, foaa el et @
HSA3T o YU 9Rd oh HeAhA 9T o
o fe@i 3 o I8 quu fava &t
T&h 99 a1 @y fava &1 @ &3
%1 9919 2|
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Outsourcing: This is one of
the important outcomes of
the globalisation process. In
outsourcing, a company
hires regular service from
external sources, mostly
from other countries, which
was previously provided
internally or from within the
country (like legal advice,
computer service,
advertisement, security —
each provided by respective
departments of the
company).

STEd YT90T : SRl &1 9fshar &1
78 U fafyre uftomy 21 so

S uf-r fheEt ad wa (Heen) 9
frafiya dend g S 2
AfYRIIE: 3 330 9, 9= v«
39 & iR & s fwar sar en
S/ o SR 9dE, S 9,
o=, gran snfsl
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ISR, TSR 3R Syl iv—Tsh THian
Many of the services such as 39 i eafq snurfa samaaifas gfear

voice-based business processes afrge . o

(popularly known as BPO or call iR, d@d, s
centres), record keeping, qdqre, 9id &1 Repifen, fthew 9UEd,

accountancy, banking services, T&I% ¥Iki%-, TAfhcdr Haei qqmei
music recording, film editing, 3fx 8T 9% & o = T&a
book transcription, clinical Tt & 111‘6\‘ fHar S o 21 e
advice or even teaching are Frfad 2o &1 SR WA 3

being outsourced by companies . . N
in developed countries to India. BIEl-Biel et § 4 Had 9 he

With the help of modem W 2| Myfe FER AT 9 AreawAl
telecommunication links S see enfe @ 39 Qo 4@ =1
including the Internet, the text, e, wfr sk W 1 ST

voice and visual data in respect ) . v
of these services is digitised and %l QA YA © M a% * deen H

transmitted in real time over dRafdd &Y 331 & A&l dfcen HIGT

continents and national 3 98T 9% gOIfid < &I Siar 21
boundaries.
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Global Footprint!

Owing to globalisation, you might find many Indian companies
have expanded their wings to many other countries. For
example, ONGC Videsh, a subsidiary of the Indian public sector
enterprise, Oil and Natural Gas Corporation engaged in oil and
gas exploration and production has projects in 16 countries. Tata
Steel, a private company established in 1907, is one of the top
ten global steel companies in the world which have operations in
26 countries and sell its products in 50 countries. It employs
nearly 50,000 persons in other countries. HCL Technologies, one
of the top five IT companies in India has offices in 31 countries
and employs about 15,000 persons abroad. Dr Reddy's
Laboratories, initially was a small company supplying
pharmaceutical goods to big Indian companies, today has
manufacturing plants and research centres across the world.
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favaaiia 9g-81

ATAHIUT S FRUT, 3 I AR HU-ET 9 faRen o s O
e ol 21 ISR & fou, snuasidt fasyr, arda gresifis

& & Uh Yg&& ddd Td

Hfae A9 frm @ st da iR A9 =i

gel 0 ol g5 ® S 16 29 | 3Hh! IARA YfESHe @1 2R
I, 1907 ¥ Tonfyd te firsit o @, St 26 29 o *rRd @
3T 50 2 W 3 IR & =1 & fau <FrEn 1 Y <@

dAfyas @a sufE 4 @ tw 21 I8 3" WM I AT 50,000

&

T %l AR It ]| TaEa eSS, o

H]

d # 3™ g

€ U o ° we @ 5ok 31 WM A &

Iic @ AR A

15,000 safea foker & @@ ?1 f &N oeiedd, & o o<t
R S afat sl 691 o M &t 3MYfd o fa T sid-4t
S oft, 3 39k gfEn R o fafmio 97 3R SqEyaH o

g
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World Trade Organisation
(WTO): The WTO was founded
in 1995 as the successor
organisation to the General
Agreement on Trade and Tariff
(GATT). GATT was established
in 1948 with 23 countries as
the global trade organisation
to administer all multilateral
trade agreements by providing
equal opportunities to all
countries in the international
market for trading purposes.
WTO is expected to establish a
rule-based trading regime in
which nations cannot place
arbitrary restrictions on trade.

favea =AMUR G89: AR 3R
i1 3o "eEfy (GATT) o
Wadt fava =R 91ed (WTO)

&1 M3 1995 ® foar T 39
TIME Y sl AT fa3d AR
I oh ®9 H 23 20
fcThY 1948 H 1 ot ITHT &Y
gt 3N &t faya =AMR 4 qqH
AAE GAH HUAT ATl {939 AR
e &1 A wdl fam snunfia
AT i TG &, fSrad s
<Y FUH @7 9 AR oh At A
Y@ @St &l T 9|
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The WTO agreements cover fava =R 934 &l Gfaa A
trade in goods as well as feusft ok Tv@qaﬂ'&r I ILEC I B [ |
services to facilitate 3 O TS F WY-a @Tanaﬁ >

international trade (bilateral
and multilateral) through fafma =t ot T fean T @1 T

removal of tariff as well as 9%l USH 30 o IYch 3R STAR[h
non-tariff barriers and AUl hl BIHT a2 394 9=

providing greater market i S 23N oh fauw @idast fea
access to all member T 3

countries. . .
As an important member of foRe SATIR WS & TH Hee ol

WTO, India has been in the <™ % 1 ® qRa fawravia favg
forefront of framing fair o fedl &1 GI&u1 Hid g« A=Yl
global rules, regulations faoaeaiy SAUR 9Ll o f9aaf ae

::\cllos;aaft?g;aiadesi:?:rests of e Ul il
qFER @ 2

the developing world.
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while developed
countries file complaints
over agricultural
subsidies given in their
countries, developing
countries feel cheated
as they are forced to
open their markets for
developed countries but
are not allowed access
to the markets of
developed countries.
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INDIAN ECONOMY DURING
REFORMS: AN ASSESSMENT

In economics, the growth of an
economy is measured by the Gross
Domestic Product. Look at Table 3.1.
The post- 1991 India withessed a
rapid growth in GDP on a continual
basis for two decades. The growth of
GDP increased from 5.6 per cent
during 1980-91 to 8.2 per cent during
2007-12. During the reform period,
the growth of agriculture has declined.
While the industrial sector reported
fluctuation, the growth of the service
sector has gone up. This indicates that
this growth is mainly driven by growth
in the service sector.

YURFIe AR STeiaee—ush
qete

S, 39 3Gy # AR refcgaeen &
o 61 weien w1 kst Tt
JAFTEAT i HIlg 1 HIUA Hehel
TR IR 5 H =1 RO 3.1 i
€1 1991 o 9K ¥ WRA H I II0hI
deh Hehel SRe] SR hil AR G
gidl Wi ¥%d sRe SWK 1980-91 ®
5.6 9faed @ 9@l 2007-2012 ® 8.2
gfaera g TR Tfde gur &1 Irafy
4 &y &1 gfs & 4t A= S=T
tenfiter & § SaR-9e™ §Y, 8!
a1 &5 ® 9fg 9 T 39 I7 uan
ol @ T afg geaa: dar-gdse o
gfig & SR g8 =l
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During 2012-15, there has been a 2012-15 =1 3@fy # fafa= &zl

setback in the growth rates of ¢ 1991 & s 4@ R i qis
different sectors withessed post- =0 o THhrae | SEl 2013-14

1991. While agriculture recorded a .. A e .
high growth rate during 2013-14, % @t gfe A Feradt e,

this sector withessed negative g8l 91K & 99 H 39 &5
growth in the subsequent year. qgig T HIMTHS gl TS| 91 &3
While the service sector continued §{ >4 gfig < o @ i

to witnhess a high level of growth — -
higher than the overall GDP growth 2014715 % ¥HI ¥hel SR Strg

in 2014~ 15, this sector witnessed °'°j\' afe d ¥l Afuesn ot 39 &
the high growth rate of 9.8 per H 3/d® &l 3=d gfg X 9.8

cent. The industrial sector gfgqsq ¥wre foar m@m siteifires
witnessed a steep decline during s A 2012-13 A a9 fiREe

2012-13, in the subsequent years it . )
began to show a continuous e, TAXEE SIS & o H T

positive growth. ol
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The opening of the economy  3fefaaeen & god 4 Ty fawi
has led to a rapid increase in fas qen faeveht fafra fogd o

foreign direct investment and

foreign exchange reserves. The asit 9 9fs g2 21 fageit faw
foreign investment, which (foraq goaer 3R e fasft

includes foreign direct a9 <9 € gfimfead %’)

investment (FDI) and foreign .
institutional investment (FII),  1990-91 ® 100 fafea smfnt

has increased from about US  Ejci¥ 4 YT 33HT 2017-18 H 30

$100 million in 1990-91to US $ < 3 T
30 billion in 2017-18. There has 11 SIT & T T &= T

been an increase in the foreign 2l 9@ & fafma Red &1 s
exchange reserves from about 4t 1990-91 # ¢ fafca STt

US $ 6 billion in 1990-91 to " ) .
about US $ 413 billion in 2018- = O3 | dght 2018-19 ¥ 413

19. India is one of the largest fafer sfer 8t T @1 2011 ®

foreign exchange reserve i faseit fafaa fd &1 graar
holders in the world. a8 97 UE T S %I
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India is seen as a
successful exporter of
auto parts, engineering
goods, IT software and
textiles in the reform
period. Rising prices have
also been kept under
control.

34 HRA dred, d-Tdl, S
JHAE & Th dha faiae o &9
g favd SR § S9N 21 dedl
g8 hiHdl W H A @ m

2
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ISR, TSR 3R Syl iv—Tsh THian
Hgfg 3 TR

T Gohel ®e] IR i Hdfg
R ¥ gfg g 2, A ot sh=

fagMl 4 39 9 W =H feamn ©
fo gur ufa 9afg A o &

Growth and Employment:
Though the GDP growth
rate has increased In the
reform period, scholars
point out that the reform-
led growth has not
generated sufficient
employment opportunities
in the country.

USR o qHiw SaEd b1 G
&t fear 21
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Reforms in Agriculture: $H H gUR : §UR A § HIN 6t Hi3
Reforms have not been able to benefit oty &f &l 4rnm @ 3R fy =t Wafg w
agriculture, where the growth rate has been F9 2l ST 1 2 qUR argfy o Hf 3%

decelerating. Public investment in .. )
agriculture  sector  especially  in o g A9 fagivs snunfie 9@

infrastructure, which includes imigation, 313{?[ fa=re, fasct, g« fHiv, SR
power, roads, market linkages and research gy} it Iy-y9R ofife W =9 O &T%]
and extension (which played a crucial role in FM o1 3 (e @ fF efg wifd o sga

the Green Revolution), has fallen in the

reform period. Further, the partial removal of wEqul ’{ﬁﬁh‘l Wl i) | Wy €, S
fertiliser subsidy has led to increase in the eIl i 3Mf¥er oI A i IURA

cost of production, which has severely gt &) @1 1 faar 21 sqer s2 ik Hiwia

affected the small and marginal farmers. . .
This sector has been experiencing a number frarl 9gd = THR Y9E 9T 2! gah

of policy changes such as reduction in 91 &, HfW SRl W A Yeh | werdl,
import duties on agricultural products, low &0 =Aqu wueiq oAt 3R 21 g o
minimum support price and lifting of T WX AN Ufqss 82T T4 &
uantitative restrictions on the imports of Coa

a b HRUT 39 &3& &t Atfat d &g afada gul

agricultural products. These have adversely .
affected Indian farmers as they now have to 39 &RUl ¥Rd o fhaml &t fageit T

face increased international competition. FT @ AT HET 9ST ©, FigdT 39 W

yfdepet gue gST 2|
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Reforms in Industry: Industrial growth EE I g S IBIITED ‘v'IT{rK Sl T H o
has also recorded a slowdown. This is STl EFﬁEﬁ'ﬁW STy
because of decreasing demand of o R . ¢ B AT o il
industrial products due to various AT Eﬁ qiT o HROT 21 Wi # fREe & EH
rea:ons stuc_h as ct:hea|:<?r i_m:)ortts, t HTOT gf a@ pepee T, Snenfa 9=l o
inadequate investment in infrastructure .
etc. In a globalised world, developing gt fraw el a'QT:I%b_{'UT | AaEdl |
countries are compelled to open up their fqHTHYA 291 399l el &l fawfaq

economies to greater flow of goods and Q’?ﬁ £ HE[C’HT Sﬁ'{ qivyﬁ ot F1 U w1 &

capital from developed countries and ) .
rendering their industries vulnerable to fera e o &l 9 [ ? d1 38id [
imported goods. Cheaper imports have, I &7 3Tafad EIE[?HT a4 gyfaeayf &1 9aq
thus, replaced the demand for domestic . .
goods. Domestic manufacturers are ”!El d feram wwd emEmEl A SIiEL GI'R\[Bﬁ Eal
facing competition from imports. The o &t gfaeenfua & fear @1 fa9 & +adt

infrastructure facilities, including power Erotet . )
supply, have remained inadequate due to & ’ ‘él'l%‘cl, s IS ol

lack of investment. Globalisation is, thus, Jid 3T9di« gt =+t g3 21 TH SR, YA I8
:ften seen as ct:refatingdcondc:tions_for the U S @l % fh ﬁ%ﬁmﬁ & O |
ree movement of goods and services .
from foreign countries that adversely SUH-F AT Hl Fgol TR T M
affect the local industries and & T ST 3R OSSR ) gYreaEeT o
employment opportunities in developin a'QT:ﬁT:R" : ) A
coupnt:i,es. PP e eI fer T TE q

gfifeurfaa =t A X @1 2
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Disinvestment: Every vyear, the faffasr : gfqad &R qd<if1e =@ A

government fixes a target for fgfqgyr o $o g faifa st 21 a9
disinvestment of PSEs. For instance, in 1991-92 ¥ I Faf&Ee &R 2500 4 T

1991-92, it was targeted to mobilise Rs a
2500 crore through disinvestment. The JeH 1 TET @ AT WHR I A8

government was able to mobilise * 3040 wUs Afusw J21 I A Ihd @ 9d
3,040 crore more than the target. In 2017-18 & @&d d T 1,00,000 HUS oh
2017-18, the target was about ~ {gfiygsr &1 o, W IyaIfed @99 1,00,057
1,00,000 crore, Wwhereas, the aRE TRy
achievement was about ~ 1,00,057 FUS B T i , ,Em ,
crore. Critics point out that the assets Fe ¢ T wewie SThAl w1 TREurE
of PSEs have been undervalued and %! 3H-91 <l 4 fasit samaifeat =6t a=n w1
sold to the private sector. This means @1 g1 T Kl |, 39 UfhAT § WER i
that there has been a substantial loss 9gd e 39T U Tl 2 iy &, fafkw |

to the government. Moreover, the uTed AT T SUHAl & faea & foaw ga

proceeds from disinvestment are used =~ _
to offset the shortage of government Tl fohan e, 7 € 36 wrwiee e

revenues rather than using it for the I o il W @4 fhan m&m g8 af¥

development of PSEs and building gt o a51¢ 9 9% 9@ &t &H 8 d
social infrastructure in the country. AU
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Reforms and Fiscal Policies: gur 3R Yy Aifqar : s
Economic reforms have placed gyt = qmifss &&t 4 AEsiH

limits on the growth of public
expenditure, especially in social .\ =4 H1 gfe W faviy &9 & % @m

sectors. The tax reductions in the I g 2 3q afy ® Y T 3T Y
reform period, aimed at yielding g1 faf5d #Y Tsa 9Ug seM@

larger revenue and curb 1ax 4y fifqt & o TERHE TG
evasion, have not resulted in

increase in tax revenue for the T &l rda W &1 :'39[ SIRINIE]
govemment. Also, the reform U # wetdl d R HMET

policies, involving tariff reduction, AMEYIH 3T 2| 3d: 3 =0 &l
have curtailed the scope for raising ~ \ .
SGTh 3T TSI S &l HE 9%

revenue through custom duties. In

order to attract foreign investment, 8 &1 ®1 fareil faw smwffa @
tax incentives are provided to §; fou fHA9TRl &l FE THR S &L
foreign investors which further Teared feu U ¥ g8 W FX U9

reduced the scope for raising tax

revenues.  dql I I “v'f‘ma:mf &fior & T 2
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CONCLUSION feny

The process of globalisation eI 3R ST &1 Aifaa &

throug:jh I|_beral|s_at_|on and ey B a?T:ﬁTR'UT % g gfeg
privatisation policies has

produced positive, as well as, 3k QM I GhRAcHD T |
negative results both for ThcHe JHE IS 2 Feo fagri

India and other countries. #1 faar 2 f& dvdiso &t =

Some scholars argue that o
globalisation should be seen 32198 Sl Alfd @1 S AMfeT

as an opportunity in terms of FifH fava = ® dga@ g9 aen
greater access to global dhIht 3199 e fasemaeita 2o

markets, high technology and 7 o iy ) efmivdta &/ W
increased possibility of large ’

industries of developing ‘HEEYul’ T BT STAE USH BT
countries to become Ll %I

important players in the

international arena.
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On the contrary, the critics TE{ 3R, 3MeliAhl &1 Td s o

argue that globalisation is a SveitR o dt R 29 R

strategy of the developed 29 ¥ af .
famrasita Aafiieh IRl T

countries to expand their
markets in other countries. Hssll HIA HI GIFSTT Bl TToh

According to them, it has IR, dydthtor @ e yrarfaat

compromised the welfare - o & 4 a1 79 ve=m
and identity of people ‘

belonging to poor countries. il g’ § TS T ?)| I@ W Farm
It has further been pointed S @1 & T «<IR ifid avetstor @
out that market-driven fafia=t 2t sk s gusrEl & S
globalisation has widened "

%! @8 IR famga 8 @ 2

the economic disparities
among nations and people.
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STl FISIhTor 3R AT hivI— U GHI
it has increased the income 3%1'7} hdd 359 3MIAN hi HSAL

and quality of consumption 3R 39N WX ®7 3= R B
of only high-income groups . .
Y TIPS o wt Wafs Fw P-FR e aw

and the growth has been

concentrated only in some  GifHd @l HICEE . EENR,
select areas in the services = grenfireet, fad, gaesH, qaded

sector such as 3 afgat dad, gaq fmio sk

telecommunication,

information technology, R e7fs1 Hf, fafmior s

finance, entertainment, YRYd &3 (S 39 oh HUSH
travel and hospitality A # A9R YSM S\ %') T
services, real estate and {[,%JIT{T EN—— T 7 e é'l

trade, rather than vital
sectors such as agriculture
and industry which provide
livelihoods to millions of
people in the country.
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Recap RGLELEK
>The economy was facing WG Afgaeen &i fageit
problems of declining fafmg gesr o =4t fEia o

foreign exchange, growing Ut S Y- 3T °

imports without matching afg 3ﬁ1 3d HEIEHIT &
rise in exports and high guenst &1 9EA] 6 98
inflation. India changed its

Gl Yl hodHdeyq, 3d

economic policies in 1991 . .
due to a financial crisis faxdita "he o A & fag

and pressure from fora o 3R AR =
international organisations &9 ¥ e[l A W 3%k
like the World Bank and Tdd o HRUT YRd GLh i
IMF. 1991 ® 319+t fifaa o

Tl IRAd T US|
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In the domestic economy, 3Tdi& 3fic @ 3= 3R foxita
major reforms were &5l | oAU TR SUMHT gUR
undertaken in the AR fre 1) w”F gfic 4@
industrial aITd financial e gur faieil fafma
sectors. Major external fafeiE o 4 S ST

sector reforms included
foreign exchange
deregulations and import
liberalisation.

ISR @
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SR, FIsitertor A AvdIhio—Us GHiam
With a view to improving dESIfHe &3 &l

the Qerformance of the SRl d6H oh fayg
public sector, there was a sadt qfaer & @it #Q

consensus on reducing its

role and opening it up to SR 3o it sufi’ w6t
the private sector. This Ja3l oh AU UM i W
was done through geafa & 39 & & fau

disinvestment and
liberalisation measures. Wﬂw AR fafeer 1
Htfaar g TR
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Globalisation is the deterdu dt ST 3N
outcome of the policies of {5y F1 Fifaat =1 g
liberalisation and guqre & 21 sasT a1 saR

privatisation. It means an

integration of the economy 31eeaa®l &I ¥ fava 4
of the country with the 3R ag SieT =

world economy
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STl FISIhTor 3R AT hivI— U GHI
> q8d qIquT: 9l a9 9

»Outsourcing is an
emerging business
activity.

Is to establish a rule
based trade regime to
ensure optimum
utilisation of world
resources.

»During the reforms,

industry has gone down
but the service sector
has registered growth.

SHEdlash 9ot &l I Th

3aH i Tfafafy 21
»The objective of the WTO 3. froer o,

I 31 &l &9 THl

IERL

T

R fava sgaeen =t

@ T 2, o fava )
oh GUIYAl &l s5d9 SUIH
q9d 8l Hehl
> URehTd § R R S ht
growth of agriculture and wgfg T & o firEe =1E 2

R Faratl

"o IS ST 2
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>Reforms have not > gurt € ®fY &t oy &l
benefited the agriculture wg=r 31 39 &% o wEw®
sector. There has also fraw o fvag & & e =

been a decline in public i i : ot
investment in this sector. > H qﬁ H
Sl 3R & A B

»Industrial sector growth
has slowed down due to  e0d o HRUT ffereran &

availability of cheaper 3 21
imports and lower
investment.



