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UNIT I1: ECONOMIC REFORMS SINCE 1991
Since independence, India followed the mixed economy framework by combining the advantages of
both capitalist and socialist (planned) economic system. This policy resulted in the establishment of
various rules and laws, which were aimed at controlling and regulating the economy; became major
hindrances in growth and development of the economy. However, some scholars state that increasing
role of public sector in economic activities has helped Indian economy to:
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> achieve growth in savings, S/ad § g &1 UTd

» develop a diversified industrial sector which produces a varlety of goods and Udh fafay sienfiies &=
R A1 S faftre UpR & a3l &1 IdTe el g 3R

» achieve food security through sustained expansion of agricultural output. W JdTe & R faaR
o I W Y& U BT

In 1991, the government of India initiated a series of economic reforms due to a financial crisis and
pressure from international organisations like World Bank and IMF. These reforms came to be known

as the New Economic Policy (NEP). 1991 T, YRd PR A fa<iig ddhe BﬁT%’H% 3R Bﬂé’@@?
S 3 TS & TINT P PRY &Wﬁmﬁwm%ﬁlﬁﬁaﬁﬁﬂéeﬂ%
i & =0 H ST S |

Need for Economic Reforms/ &nf%genﬁﬁ STARYg b dl

e Ie : In 1991, India met with a
forelgn exchange or external debt crisis. 1991 ﬁ HRd UPh ﬁ%’ﬂﬁ Hal a1 ﬁ%’&ﬂ U Hbe
& fai
a. The government was not able to make repayments on its borrowings from abroad./ XX fac=n 9
3T JYR TR TAYTAE o3 § e -1a1 ot
b. The foreign exchange reserves declined to a level that was not adequate- faq=h Hal HER 39
R o TR 11 S v =g -
> to finance imports for more than two weeks and al Htdlg T 3 IHg & f%ﬂ;f 3Td &b
farTaTyoT & forg iR
> to pay the mterest that needs to be paid to mternatlonal lenders. &I?IT{I'@T[ JYRGIATSA DI
YT T S aTel 1St 1 YT R & [
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2. Einancial crisis/ fa=i Hee:: The origin of the financial crisis can be traced from the inefficient
management ofthe Indian economy in the 1980s. 1980 & TG H HRAT rfouawyT & 3iem

TaieH 3 ot ddhe Bt I BT Ul T ST avdl G|

a. Development policies required that even though the revenues were very low, the government
had to overshoot its revenue to meet challenges like unemployment, poverty and population
explosion. The continued spending on development programmes of the government did not

generate additional revenue. feprr =fiferdt o forw sirazaes o fob T dgd ®H P
STAq[G, TRBR B! SRISHIRY, TRIST 3R ST fawhie SRt IRl &1 ATa-T $HR- &
fog mmﬁmﬂémq@l WRHR & e FRiEH R FRR T I
3ifaRerd o el gl ga|

b. Moreover, the government was not able to generate sufficient revenue from internal sources such
;sgotra?ﬁtion. P fATAT, TBHR HRIYM S SHTdRS Fidl T Jod ITF H3 H G

I

c. The government was spending a large share of its income on areas which do not provide
immediate returns such as the social sector and defence. TRBR SUAT 31T I Udh dgT
%ﬁ?m‘rr 851 IR Td P Q) Y ) depTa R yar el 3 & o b o &

Rall

d. The income from public sectors undertakings (PSUs) was also not very high to meet the growing

expenditure. TTASI-d &F & IUHH! (TTTY) I g aret 31T off Tad Td DI R IR &
fore sga siftres =1gt <t
Hence our foreign exchange, borrowed from other countries and international financial institutions,
was spent on meeting consumption needs it gAY fagzft Hal, 3T 3 3R &W@Hﬁ?ﬁﬂ
TR ¥ SYUR T T8, WU B! STl D G- B R T Pl T8 |

3. Wﬂe@ RPN Bt In the late 1980s, government expenditure began

to exceed its revenueby such large margins that meeting the expenditure through borrowings became
unsustainable. Moreover, no attempt was made to reduce such profligate government spending.

1980 & TP & 1Y H, BRI T U IR F 34 o 3R T 31w 81 T b IUR &
e ¥ oIg B QR HAT SRGHT B 7| S ST, 3 A8 & [adl IRBRT o Bl HH B
B P13 YT A8} foodT T |

: : s Hdd: Imports grew at a very high rate without
matchlng growth of exports Slow growth of exports was due to low quality and high prices of Indian
goods in the international market. Also, no sufficient attention was given to boost exports to pay for

the growing imports. ﬁuﬁﬁwq@éﬁﬁﬂwmm dgd 3= RY T ﬁtﬁﬁﬁ %ﬁﬁrq@
TR B YR Tegal 3 1 Ut SR I Sl F SRR THF T, 6
3{TaTd HJldld%Wﬁﬂﬁﬁ@@Wﬁ%%ﬁWWﬂﬁﬁmww




5. Rising pri f ntial 3ff ot - The economic crisis in 1991
was further compounded by rising prices. Prices of many essential goods rose sharply due to
inefficiencies in private as well as publicsector production and high tariffs even on essential

imports. 1991 7 3N1ffe e Igal SiHal T 3R §¢ a1 47| A5l 3R Irdeifies &3 & Idre
g%mﬁﬁmm'wﬁﬁg@%Wﬁwaﬁsﬁﬁmﬁ
|

To manage the economic crisis in 1991, 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. For availing the loan, India was required to liberalise and open up
the economy by

e reducing the role of the government in many areas (or Liberalisation),

e removing restrictions on the private sector (or Privatisation) and

e removing trade restrictions between India and other countries (Globalisation).

India agreed to the conditions of World Bank and IMF and announced the New Economic Policy (NEP)

in July 1991.
1991 H 3 Tave BT Tee B & o, HRd = gAMHHTT IR fabrg & oy SieRTgTa 9 (1BRD),
fordt fay o SR SIRIFT YT BV (IMF) & FY H ST STl 3, & YU ol 3R B0 & TU H $7
faferam o fru | 5501 U A & T, HRA &Y SERIBRUT 3R STayT Bl Wia & TaRgehd]
oft
- P35 &F (AT IERIHRUN H WBR B YD DI HH B,
- FSht &= (@1 fAsiieRon W ufdsey germr 3R
« YR 3R 317 220} & e AR ufaself o) gemr (@fiem) |
@m@g%ﬁ%ﬁﬁwmgwﬁvﬁwglﬁﬂé&m%mﬁ

|

The New Economic Policy consisted of wide-ranging economic reforms. The three broad
components of NEP are — Liberalisation, Privatisation and Globalisation. The main aim of the
policy was to create a more competitive environment in the economy and remove the barriers to

entry and growth of firms. This set of policies can broadly be classified into two groups: the

stabilisation measures and the structural reform measures,

T3 3nffes Hifd & s 3nffe YUR A A1 TS & IiF AU e & - SRIBRT, it
3R 3efieprur| i 1 TRy Iy srfoaaRi H 3iferes uferuslf Argid s 3R BHT & Uag 3R
3T Y Srersit oY g AT ATl <Rfa & 39 e ol Hie IR WR <l Y9! H Fifed fhar 511 oo &

RS IUN 3R THAIHS YR UM |

ssificat < Policy T 3 AR 1 iR

1. Stabilisation measures are short term measures, intended to correct some of the weaknesses that
have developed in the balance of payments and to bring inflation under control. (E.g. Devaluation of
rupee which means reduction in the value of rupee i.e. domestic currency in terms of foreign
currency.) RIS IUTT eI IUTE €, SH®T S5 YdH dqeq d fasfid 8
HASTNGT P gR BT 3R AR D! A0 H A1 81 (S ST BT S ed foradl 31 §
ST & e ol gl fage ga1 & e & we ga1))

2. 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
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segments of the Indian economy through a range of policies which fall under three heads viz.
Liberalisation, Privatisation and Globalisation. TRTTH® QWWWW%
ST =T SrfHawT 31 Gardl § UR HAT AR YR sriea 3 fafid asf o
HORA Bl G PP 3D SIRITT UlaUiETDHd1 DI g 5, &l b oI Uq@i & siaria
3Tt B Bamw [EEIEZURIRECE Gl

Liberalisation: It refers to the removal or reduction of government controls and restrictions from
various sectors of the economy like industrial sector, financial sector, fiscal (tax) reforms, foreign
exchange markets and trade and investment sectors for making the economy more competitive.

IeRIBT: TE SfawT o1 3ifees ufaeuelf s & forw shenfiies &=, foita &, It
(@) GUR, I gaT 9ok 3R IR 3R Fawr et o srfoqawyr & fafird esf @ W
fg=ror 3R ufade ol gem a1 g &) efid sar gl

Need for Liberalisation: Prior to 1991, there were large number of government restrictions on the entry
and growth of private enterprises. Liberalisation was introduced to put an end to these restrictions and
open various sectors of the economy.

SERIBRUT & TIRIHT: 1991 T Ugd, o IgH! & Tawr 3R IpTg IR 981 T # WReR) ufdey
%sgﬁﬁﬁﬁwmﬁﬁvaﬁwaw%ﬁ@aéﬁaﬁ@aﬁ%ﬁwﬂwﬁwmﬁ
|

In rial r Reform H
Before 1991, the industries were regulated in various ways: 1991 ¥ Ugdl, S& o faf¥d aiep! I
fafrafera foa S ar:
> Industrlal Ilcensmg was compulsory to start a firm, close a firm or to expand or diversify production. Ud
HH YRE B, T HH Pl §¢ B A1 3G &1 fawdR a1 fafaear am & o sielfie agda
YTl
> Private sector was not allowed in many industries. ﬁ I A it &7 &1 &IT;P:F% "-|'5°[ il
» Some goods were reserved only for small-scale industries. & HHIA Had Fiﬁ?@ﬁ"ﬁ%ﬁm SRf&d
R
» There was control on price fixation and distribution of certain selected industrial products. & ?[ﬁET

e Iare! & Jod MUR0T SR fadRor wR Fa=or 41l

The various measures under industrial policy reforms include/ Gﬁ?ﬁﬁ?:ﬂﬁ H‘c‘ﬂﬁ %Hﬁﬂﬁﬁlﬁmﬁ
e g
a. Reduction in Industrial Licensing/ aﬁ@ﬁ%mﬁmﬁmﬁ Industrial licensing was

abolished for almost all products except alcohol, cigarettes, hazardous chemicals, industrial
explosives, electronics, aerospace, drugs

YIRS, RARE, WaRAT® 1T, S fathies, Saagi-ay, TIRIGY, S & BI8Hm eI I+t
IdE! & fo1e SN AT THI & faan a7 7|




b. De-reservation of public sector/ GICEIEED & BT S1-3MREIUT: The only industries which are now
reserved for the public sector area part of defence equipment, atomic energy generation and railway

transport. TeHHTA SET ST 3 ATaST-dh & & foIu SRIEd §, 9 Y& ITHRU, TRHATY Sl
JATG 3R YeTd Uikas & fgwn 3|

c. De-reservation of small-scale industries/ ¢1q ST BT SAREIT; Many goods produced by
small-scale industries have nowbeen de-reserved. &Y e GRT ITGd Bs aﬁ&ﬁ HI 31F TR-
SRIEA = fean m g

d. Removal of price control/ Jed G0 ETHT: In many industries, the market has been allowed to
determine the prices. % ST H TSR &1 B 0 B DI Be &1 T8 |

Financial r Reforms (Bankin r Reforms): :
(Before 1991 the RBI was regulator and it decides the amount of money that the banks can keep with
themselves, fixes interest rates, nature of lending to various sectors, etc.) (1991 Y Ugd SRS
e T 3R Ig T Il § fob S foha- M 30 U1 TG Ahdll &, TS &8 a9 Bl o,
fafe &1 &1 IUR ¢ &1 Upia 3fe)

The reforms included under financial sector are: fa<ita &3 & fdifd WMAT JUR 3:

a. The role of RBI was reduced from regulator to facilitator of financial sector. This means that the
financial sector was allowed to take decisions on many matters without consulting the RBI.

b. The reform policies led to the establishment of private sector banks, Indian as well as private.

c. Foreign investment limit in banks was raised to around 50 percent.

d. 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.

e. Foreign Institutional Investors (FI1), such as merchant bankers, mutual funds and pension funds
are now allowed to invest in Indian financial markets.

a. RS B Uit Frame I fadiia &3 & THUR d% HH R < T8 At 38w Haad § fos faxdia &=
B RETSTS T TR U fom1 8 Ama) R FHofa a9 &t ergafa & 7 o

b. FUR =l = o &9 & db! &1 RITHT BT, YR SR Iq1Y 81 it |

c. Sp! T fac=h o= & W1 BT TGIHR TIHT 50 UTa=Id H< fear T gl

d. Waﬁﬁgﬂmﬁa@féﬁﬁ&m&nﬁﬁ SRt & foFT 18 IS AT A 3R 3

AISIG] U1 Aedd Bl JaduiTd - & WaasIdl 41 78 ¢ |

e. fac=lt TRMTd AT (THSHESE), S A 9, I B8 3R UXH 3

3§ YR faxiig SRl § 9% oA &1 erHfd ]

Emnm@ﬂgi@iﬂgﬁl Financial sector includes financial institutions such as commercial banks,

investment banks, stock exchange operations and foreign exchange market. The financial sector in India is
requlated through various norms and regulations by the Reserve Bank of India (RBI). The RBI decides the
amount of money that the banks can keep with themselves, fixes interest rates, nature of lending to various

sectors, etc. faig &7 T fa<ig TR O aiftifus s, fRaw d, Tih TRy Tared iR fagsh
o1 ITOIR A 8 | HRd # foxita &3 & yRdig fvoid §& (RBI) gR1 faftd Ard st ok fafawt &
A1eaH | R faar ST 8 1 3RS I8 a8 oRdT & b b fobal IR 3 Uy 3@ 9ahdi g,
Tl &Y T Il 5, Al &3 BT SUR G- &t Uhfd 3nfe|

Tax Reforms (or Fiscal Policy Reforms g1 Hifa . Tax reforms are
concerned with the reforms in government’staxation and public expenditure policies. (Government’s
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taxation and public expenditure policies are collectively known as its fiscal policy.) B FUR IDPR Edl
HIYT 3R ol o Hfaal § YR § Faifdd g1 (RPR DI HAYM 3R Ao g Hifaat
DI IfRH TU I D! ATD N =i & =0 H S o1l g 1)

Tvpes of taxes:
There are two types of taxes:

(i) Direct taxes consist of taxes on incomes of individuals, as well as, profits of business enterprises. The
burden of such taxes cannot be shifted. E.g. Income tax, wealth tax, corporate tax etc.

(i) Indirect taxes are the taxes levied on commodities and services. The burden of these taxes can be
shifted to the consumers. E.g. GST, Value Added Tax (VAT) etc.

(Before 1990, tax rates were very high for both direct and indirect taxes)

The major tax reforms made are:

a. Since 1991, there has been a continuous reduction in the taxes on individual incomes as it was felt
that high rates of income tax were an important reason for tax evasion.

b. The rate of corporation tax, which was very high earlier, has been gradually reduced.

c. Efforts have also been made to reform the indirect taxes, in order to facilitate the establishment of a
common national market for goods and commaodities.

d. Inorder to encourage better compliance on the part of taxpayers, many tax procedures have been
simplified and the rates also substantially lowered.

e. Recently, the Indian Parliament passed a law, Goods and Services Act 2016, to simplify and introduce
a unified indirect tax system in India. This law came into effect from July 2017.

Y & UPR:

PRI UPR P 8Id §;

(i) Tgel 1 § il St 31T & W1Y-J1Y ATaTie IeH! & GATh R R AMAT 8l 6 | T A b
SISl &) RIFART el foodT I bl 8| Il DR, YUty B, HIARE B S|

(i) 3TUIE] B IIG3MT 3R YaT37 TR MY S a1 R & | 3 B} b Ayl SUH st IR STal ST el
g1 331, Shegd), 7o afifd &R (3e) 3nfe|

(1990%@11%@(, TA& 3R SUTE B Gl o [ IR Bi ax agd AU T fht T TE IR YUR 39

UPR :

a. 1991 & §IC ¥, TG 3T TR B} H AR HHT 3773 & FiTch T8 AGYY 1T T T i R ARt
H1 U HEAYUl HRUT B HI 3 & |

b. FTH #R @1 &, S Ugd §gd 31w off, fR-R s R {7

c. a3l 3R TGS & AT U 1= AP TSR T RITGHT D1 fAUTSHD S b T srieed
T guR & f vy frg T R

d. BRI B SR J TER SJUTE B TTRd B & (oY, H5 B UiohdTd b1 T8 §

Wefipd 3R A H Ht HTE) B 31 B

e. BIA 81 8, YR G 7 HRA H TP TbIdhd ATTE HR TOeH Bl AR - 3R Y& A & fad
TS B, 9% 3R Jar AT 2016 TIRG {011 T8 S oS 2017 J AR GS AT




Note: ‘Goods and Services Tax’ is a comprehensive Indirect Tax which has replaced many indirect
taxes in India. The Goods and Services Tax Act was passed in the parliament on 29" March, 2017 to
simplify and introduce a unified indirect tax system in India. The Act came into effect in 1% July, 2017. It
is a comprehensive, multi-stage, destination-based tax that is levied on every value addition. GST has
been identified as one of the most important tax reforms post-independence. The government of India
implemented GST following the credo of ‘One Nation and One Tax’ and wanting a unified market in
order to ensure the smooth flow of goods and services across the country. GST has replaced 17 indirect
taxes (like Value Added Tax, Service Tax, Excise duty, Sales Tax etc) 23 cesses of the Centre and States,
thereby eliminating the need for filing multiple returns and investments. It has rationalised the tax
treatment of goods and services along the supply chain from producers to consumers.

Foreign Exchange Reforms: (Before 1991, Fixed exchange rate system was followed by the RBI.)

The major reforms made in the foreign exchange market are:

a) In 1991, as an immediate measure to resolve the balance of payment crisis, the rupee was devalued
against foreign currencies. (Devaluation refers to reduction in the value of domestic currency with
respect to foreign currency.) This led to increase in the inflow of foreign exchange by making exports
cheaper and more competitive.

b) Italso led to freeing the determination of rupee value in the foreign exchange market from
government control. Now markets determine exchange rates based on the demand and supply of
foreign exchange.

Trade and investment Policy Reforms: (Before 1991, India was following Import substitution policy

with high tariffs and quotas-a regime of quantitative restrictions on imports. These policies reduced
efficiency and competitiveness which led to the slow growth of the manufacturing sector.)

Objective: To increase international competitiveness of industrial production and also foreign
investments and technology into the economy. The aim was to promote the efficiency of local
industries and adoption of modern technologies.

The important trade and investment policy reforms include:

a) Dismantling of quantitative restrictions (Quotas) on imports and exports- Quantitative restrictions
on imports of manufactured consumer goods and agricultural products were also fully removed from
April 2001.

b) Reduction tariff rates— Export duties have been removed to increase the competitive position of
Indian goods in the international markets and import duties have also been reduced.

¢) Removal of licensing procedures for imports — Import licensing was abolished except in case of
hazardous and environmentally sensitive industries.

o= a1 guUR: (1991 I Ugd, REISMMS gRT [Afda fafwar v yomredt &1 ure= o war
UTI)

fac=i ga1 STeiR # fobu TC UgE YuUR &:
a) 1991 H, YT YA Yhe I §d B & (o1 debTd SU & =0 ¥, faq=it gerafi & gorad

SO BT e fohdT 7T AT | (A BT ard [daRiT &1 & Jaey & IR Gal & e § HH
21) 39 fratd o) ot SR 3iferes ufaraelf = fac=ft gar & vare ¥ gfs g3
b) 3T fac=h go1 ok & 39 & Heg & R0 BT WHRY 01 J Had o= 31| 36 FoiR
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fac=ft ger @t AT SR Sy & suR W fafma =i &1 e #-d ]

IR 3R a2 Fifd UR: (1991 T Ugd, YR I <R 3R HIeT & 1Y AT Ui -Hifd &1
PIRECEE] w-&mmnﬁmuﬁmhaﬁrwmﬂm = Hifodl 3 gardT 3R Ufaeg YT dT B

mw%mmﬁ%ﬁﬁmaﬂﬁeﬂiﬂq@

I5%; Aeffieh Iaura o1 SiaRiSig ufaey 3R fefoawyr # fageh o ofik Wit &1
M| DT I RIHIG IR ! Gefdl B Fgrdl ol 3R ATYFAH dh-1h! DI UM AT
HEaqUl FMUR 3R Fa= i guri & wnfta &

a. 3TATd SR fafd W AETES ufaedt (@er) B Jar exl- AT Suvied axgsl ik iy
JTG! & ST IR AT ufaae off oiid 2001 & g aRg A gerfau M 3|

b. R &I # HHI- SARIPT TORT H HR aeg 3 31 ufcreaef fufa sgm & fore Fafa Yoo
g1 fau U § 3R SimaTd Yo it 1 I fean B

c. 3T & forg AR ufthanstt &) M - WA SR gatarur &1 =fP § Hag=iia Se &
BISHY ST AR DI FHTE B [T 74T UT|

Privatisation/ fAeli®=0r: 1t implies shedding of the ownership or management of a government
. . . (o o o Y o
owned enterpriseand its transfer to the private sector. H®T dIUY b RT IA[[Hcd dlc] J<H & Wi

1 YA P SlsT 3R 39 ol &7 & RHiaRd s g |
Privatisation can be done in two ways: FelieRur &t avg & forar o evar &:

(i) by withdrawal of the government from ownership and management of public sector companies
(Disinvestment)

eI & Pt U=} & WG 3R Tee- ¥ TWHR St At (f_faw)

(ii) by outright sale of public sector companies (Complete privatization) e &7 Bt Hufal ot
U ot gRT (quf

Disinvestment: Privatisation of the public sector undertaking by selling off part of the equity of PSEs to the
private sector/ public is known as disinvestment.

Types of disinvestment:

1. Minority disinvestment: A minority disinvestment is one such that, at the end of it, the government retains
a majority stake in the company, typically greater than 51%, thus ensuring management control.

E.g. NTPC (National Thermal Power Corporation)

2. Majority Disinvestment: A majority disinvestment is one in which the government, post disinvestment,
retains a minority stake in the company i.e. it sells off a majority stake E.g. BALCO sale to Sterlite.

3. Complete privatisation: It is a form of majority disinvestment wherein 100% control of the company is
passed on to a buyer. Example: Modern Bread, ITDC Hotels.

Note: * Strategic Disinvestment Sale: It refers to the sale of 51% or more stake of a PSU to the private sector
who bids the highest with the objective of improving efficiency so the management control is with strategic
partner.

fafawr: e~ &7 & IupHI BT el AF/[ATEaSI-h &3 P T o= &= P IUHHI 1 3fepc bl
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few sgaR FAoiievur o) fafAawr & =9 & o1 o ]
fafAdsr & UHR:
1. eI fAawT: T Sfeqiend faf o< Ue T §, foridh 3fd H, TRPR S0t § 9gAd TRIGR!
TGt B, TR TR 51% I AP, @WWWW@@HW%I
3. mﬁ@m@nmﬁmm

2. IgIReS fafawr: dgTiens fafawr a8 § o WReR, fafaw & a1, domit #f eregud fewiert
T@?ﬂ%ﬁﬁg@@ﬂﬂ%@ﬁﬁéﬂ?ﬂ%l&wscﬁqlmlﬁﬁaﬁl

3. JUT fASTiopRuT: U8 Sguee fafal &1 Ue wU g s dout &1 100% g0 WieR & faar S g
W.ma—s’,&n‘s‘é’l‘sﬁréﬁl

e: * U AT foeht: I8 U Aasi-idb &5 & SUDH DI 51% IT I D [GRIGR] &1 foeh!
aﬁﬁ?{m;wa%%ﬂ‘ra&mﬁﬁw% IEXY T I=ay Se QT §, ST Ysie fHa=or Iurifas
UMlGR & U B |

Purpose of privatisation/ disinvestment: According to the government the purpose of sale was mainly to-
a. improve financial discipline and facilitate modernisation.

b. It was also felt that private capital and managerial capabilities would be effectively utilized to improve the
performance of the PSU’s.

c. It was felt that privatisation could provide strong impetus (encouragement) to the inflow of FDI.

et/ aw &1 IEXT: TWHR & IR [T FT 339 &I FU | UT-

a. fociia o= o QuR SR enyfdieur o1 gfaer|

b. T8 Wt HEy foran T {6 A &9 & IUSH! b UG A GUR & fore st goft 3R veuw
ATl T YT S STANT fovan S|

c. I8 Hegy forar mar fah fAchienzur Twalas & Udreg & Holgd Uieire (e UeH R Iahdl 5|

Navraratnas (profit making PSU’s)

« In order to improve efficiency of PSUs, infuse professionalism and enable them to compete more effectively
in the liberalised global environment, the government choose nine PSUs and declared them as maharatnas,
navratnas and miniratnas

* They were given greater managerial and operational autonomy in taking various decisions to run the
company efficiently and thus increase their profits.

« Greater operational, financial and managerial autonomy has also been granted to profit making enterprises
referred to as miniratnas

 Few examples of public enterprises with their status are as follows

(i) Maharatnas - Indian Oil Corporation (IOCL), Steel Authority of India Limited (SAIL)

(ii) Navratnas - Hindustan Aeronautics Limited (HAL), Mahanagar Telephone Nigam Limited (MTNL)
(iii) Miniratnas - Bharat Sanchar Nigam Limited (BSNL), Airport Authority of India (AAI) and Indian
Railway Catering and Tourism Corporation Limited (IRCTC).

Effect: The granting of Navratnas status resulted in better performances of these companies. Of late the
government has decided to retain them in the public sector and enables them to expand themselves in the
global market and raise resources by themselves from financial markets.




daRd

- YIS IUHHI B C&IdT H GUR P, HGHRADT D! §¢Id] o 3R I ISR A ardraro §
31 guTdt &7 3 wfayf v & Tam 9 & U, R A T Qrdefe Iushal &I g1 iR 3%
TERd, Tavd 3R R 9t far|

- HUH P HRIAAaD FaM & forg fafie fofa o 8 3% sifie ueye i SR ufares i &t T8
3R T UHR I% T | IfS g3

- TIY HHM g ITH B 3B T 31f¥e uRanem, foxiia Sik ydyw g Wrmdar UeH &t 718 § g
foriRa weT T 3

- oI ITH & $T Ia180 ! T & WY ST ISR §

(i) AERA - EST ITad HIURTA (M), Wi rdie i fsar fafiies (@a)

(ii) TaR - fEgea™ TRAICH [Affcs (TaUEd), HeMTR calth A i fafiice (@)
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Globalisation/ %_’J!QE!!/ . Globalisation means integrating the economy of the country with the
world economythrough removal of barriers on international trade and capital movements. %z—ﬂw BT 3

& AP ATIR SR Yol SfaTer! IR STe1sh Bl g drob o I SfHawl1 i fay srfarawn &
Y Yhlpd HRAT

> Itis a complex phenomenon. g Udh Sfed ‘E|E7IT%I
> It is an outcome of the set of various policies that are aimed at transforming the world towards greater

interdependence and integration. Ig faf¥e W%W Cal W%Waﬁmgﬁmﬁ
31 T 31D SRARYTAT 3R DBl B 3R TG 6|

> It involves creation of network and activities transcending economic, social and geographical

boundaries. SHH T, TS SR YrMTA® ATHTSH ¥ W Aead IR Tfafafal &1 fdfor
M B
> In short, Globalisation implies turning the world into one whole or creating a borderless world. daq

H aefiprur &1 o § g 1 U W H SeaT A1 U AR gl S|




Qutsourcing: Outsourcing refers to the hiring of regular services by a company from external sources,
mostly from other countries, which was previously provided internally or from within the country. E.g.
legal advice, computer service, advertisement, security- each provided by respective departments of the
company.

» Outsourcing is one of the important outcomes of the globalisation process.

rcing has intensified in recent times because of:
a. The growth of fast modes of communication, particularly the growth of Information Technology
(Im).
b. With the help of modern telecommunication links including the internet, the text, voice and visual
data in respect of these services is digitalised and transmitted in real time over continents and
national boundaries.

o F rs that have m India one of the favouri rcin ination in th reform
period are:

a. Availability of skilled manpower in India and
b. the low wage rates.

e Some of the services outsourced to India include:

Voice-based business processes (popularly known as BPO or call centres)
Record keeping

Accountancy

Banking services

Music recordings

Film editing

Book transcription

Clinical advice etc

S hDP o0 o

With increasing population and government’s inability to provide employment, outsourcing services
have proved to be a boon for countries like India which has skilled manpower available at cheaper
rates. Thus, India has been benefited from outsourcing in terms of generating employment
opportunities as well as it contributes to the GDP and foreign exchange reserves of our country.

The developed countries are opposing it because the domestic workers have been replaced by the
workers in developing countries. It has resulted in the loss of jobs in favour of developing countries. The
domestic workers are struggling to find jobs especially with low skills. This is leading to inequalities

between the highly skilled persons and the lower ones (as highly skilled persons are willing to work at
lower wages).

Effects of Globalisation: The process of globalisation through liberalisation and privatisation policies has
produced positive as well as negative results both for India and other countries.

Positive effects: Globalisation resulted in -

a. greater access to global markets;

b. high (advanced) technology and




c. increased possibility of large industries of developing countries to become important players in the
international arena.

Negative effects: Globalisation has been criticised by some scholars because according to them:

a. Globalisation is a strategy of the developed countries to expand their markets in other countries.
b. It has compromised the welfare and identity of people belonging to poor countries.

c. Market-driven globalisation has widened the disparities among nations and people.
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World Trade Organisation (WTQ): 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.

Aim (Functions) of WTO:

a. To establish a rule-based trading regime in which nations cannot place arbitrary restrictions on trade.
b. To enlarge production and trade of services.

To ensure optimum utilisation of world resources.

To protect the environment.

To facilitate international trade (bilateral and multilateral) through removal of tariff as well as non-
tariff barriers and providing greater market access to all member countries.

® a0

Relation between WTO and India: As an important member of WTO, India has been in the forefront of

framing fair global rules, regulations and safeguards and advocating the interests of the developing world.

India has kept its commitments towards liberalisation of trade, made in the WTO, by removing

quantitative restrictions on imports and reducing tariff rates.

Some scholars question the usefulness of India being a member of WTO. According to them:

a. A major volume of international trade occurs among the developed nations.

b. Developing countries feel cheated as they are forced to open their markets for developed countries but
are not allowed to access to the markets of developed countries.
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Indian Economy During Reforms: An Assessment:

Positive effects of reforms:
1. The growth of GDP increased from 5.6% during 1980-91 to 8.2 % during 2007-12. During the

reform period, the growth of agriculture has declined, while the industrial sector reported fluctuations,
the growth of the service sector has gone up. This indicates that this growth is mainly driven by
growth in the service sector.

2. The foreign investment, which includes foreign direct investment (FDI) and foreign institutional
investment (FII) has increased from about US $100 million in 1990-91 to US $ 36 billion in 2016-
17.

3. There has been an increase in the foreign exchange reserves from about US $ 6 billion in 1990-91
to about US $ 321 billion in 2014-15. India is one of the largest foreign exchange reserve holders in
the world.

4. India is seen as a successful exporter of auto parts, engineering goods, IT software and textiles in
the reform period.

5. Rising prices have also been kept under control.
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Negative effects of reforms/ 3*_1!?[% TBHRIHD YHId: The NEP has been widely criticised for not

being able to address some ofthe basic problems facing our economy especially in the areas of
employment, agriculture, industry, infrastructure development and fiscal management. ICELESCE
AR, HTY, I, IS o & fawm SR o<t ueeq & & § guRY srfoqawt & A 8
Wﬂ@@ﬂﬁﬂﬂ@ﬁﬁg{ﬁﬁ%ﬂﬁ%ﬁ%%ﬂ@%ﬁﬁwwﬁ&mﬁﬂé

gl

1. Growth and Employment/ faer 3R AR - 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 inthe country other than the service sector. This is known as ‘Jobless growth’. HGIED

FUR B! 3G & Tohd TR IUTE B! I &X B IS 53 7, FagH &1 wg1 8 fF GUR F A

aﬁrq@ﬁ@rﬂ &7 & 3ITaT <X H T JSHIR & 3R UeT el bt § 1 38 AIsvIR IR
fIwrT &% = & S ST 6|
2. Reformsin Agrlcultu re/ ?Eﬁf | ﬁ‘EIT? -- Reforms have not been able to beneflt agrlculture The

growth rate in ing in the reform because:
gﬁéﬁﬁﬁéwwﬁg&n%’lﬁwaﬁ&ﬁfﬁﬁﬁéﬁﬁﬁmaﬁweﬂ?ﬁ

a.

Public investment in agriculture sector especially in infrastructure, which includes irrigation,
power, roads, market linkages and research and extension has fallen in the reform period.

FY &7 H faRy &u I gHare! o # wraei-e o, forad R, fooreh, Ted, aomR
Tudhs 3R Y 3R fawR =mfda g, gw&mﬁrﬁﬁvw%ﬂ

The removal of fertiliser subsidy has led to increase in the cost of production, which has severely

affected small and marginal farmers. IRP Jfoua! I e J I AN | qf& 5‘5‘%
R B1e SR diwid fram % avg yvifad gu gl

A number of policy changes such as reduction in import duties on agricultural products, removal
of minimum support price and lifting of quantitative restrictions on agricultural products have

adversely affected Indian farmers as they have to face increased international competition. ?f@f
3Gl IR AT Yeb J HH, FAdH ﬂﬂiﬁ&?ﬂﬁ%‘cﬁﬁ?ﬁd«ldﬁ%ld—@
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The export-oriented policy strategies in agriculture have resulted in a shift from production of
food grains for the domestic market towards production of cash crops for exports thereby putting

|mmense pressure on prices of food grains. ?ﬁﬁﬁﬂﬁﬁw iferma
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3. Reforms in Industry: Industrial growth has also recorded a slowdown during the reform period

because of decreasing demand of industrial products due to various reasons such as:

JENT & YUR: GUR 3faf & SR i faerg & o ddt g o1 12 § fafts sroi 3
sﬁeﬂmw@aﬁaﬁméwéﬁ

Domestic manufacturers are facing competition from cheaper imports, which have replaced the
demand for domestic goods.

The infrastructure facilities, including power supply, have remained inadequate due to lack of
investment.

A developing country like India still does not have access to developed countries’ markets because
of non- tariff barriers. (For e.g. Although all quota restrictions on exports of textiles and clothing

1



have been removed in India, USA has not removed their quota restrictions on import of textiles
from India and China.)
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4. Effect of disinvestment: The assets of PSEs have been undervalued and sold to the public sector. This
means that there has been a substantial loss to the government. Moreover, the proceeds from
disinvestment were used to offset the shortage of government revenues rather than using it for the
development of PSEs and building social infrastructure in the country.

4. faf a1 &1 yuTa: Qe &5 & IUHH! &1 YUTT BT HH el b1 41 § 3R Frael-d &
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IRBR] SR B BT DI QR HRA & (A4 a1 7T AT, 7 [ SqHT ITANT Adoii-db & &b SUBH! &b
ﬁwﬁv%mﬁw%gﬁuﬁa%%ﬁﬁw%%umww

5. Fiscal Policy and Reforms: Economic reforms have placed limits on the growth of public

expenditure, especially in social sectors.

a. The tax reductions in the reform period, aimed at yielding larger revenue and to curb tax evasion,
have not resulted in increase in tax revenue for the government.

b. The reform policies involving tariff reduction have reduced the scope for raising revenue
through custom duties.

c. Taxincentives provided to foreign investors to attract foreign investment, has further reduced
the scope for raising tax revenues.

This has a negative impact on developmental and welfare expenditure
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a. It has increased the income and quallty of consumption of only high- income groups and the growth
and employment has been concentrated only in some select areas in the services sector such as
telecommunication, information technology, finance, entertainment rather than vital sectors such as
agriculture and industry, which provide livelihoods to millions of people in the country.
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b. It has adversely affected the agricultural sector incomes due to removal of subsidies and import

%uties.ﬂﬁ@ﬁ@?@@ﬁg@ﬁgﬁ%aﬁmﬁaﬁﬁmwwmqmw
|

c. Due to export oriented agricultural strategies and shift towards cash crops, there has been a rise in

price of food grains affecting the lower income groups adversely. ﬁtﬁ?ﬁ:ﬂ“@ﬂ ?ﬁl Torfifaat SR
TH4! B! P AR TW B b HRUT, 9 31 T W Ufddd THIG SIaH alel QI b
P A IR T D

d. It has resulted in the wiping out of small manufacturing and retail outlets because of cheap imports.

TP IRUTRGEY T TATd & HRUT B AT 3R Y1 gHMI &1 THHT 81 T 5 |

e. Globalisation has increased the inequalities of income and wealth between the rich skilled and the

poor unskilled population. 3BT 3 3R FIA SR TRIT FHA SIS & s 3T 3R &H
B AN Bl F¢T fear 3|




MIND MAP:

Causes of Economic Reforms

Fall in foreign

Financial crisis
exchange reserves

Mounting goverment Adverse Balance of Rising prices of
debts Payments essential goods

Liberalisation

Structural Reform

Privatisation
Measures

New Economic

Policy Measures Globalisation

Stabalisation Devaluation of
Measure Rupee

¢ Involves deregulation e Transfer of ¢ Integrating the
and reduction of ownership, domestic economy
govt. controls from managemant and with the world
various sectors of the control of PSEs to economy.
economy. private sector.
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Industrial
licensing was
abolished

De-reservation
of public sector

Industrial
sector
reforms
De-reservation
of small scale
industries

Removal of price \\
control

Financial sector
reforms

Role of RBI reduced

from regulator to
facilitator

Establishment of private
sector banks

Foreign investment limit
in banks raised to 50%

Few banks got freedom to
set up new branches
without approval of RBI market

FIl are allowed to invest
in Indian financial
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Continuous
reduction in
income tax

L ™ \
Introduction Fiscal boli Efforts made
of GST in |sc? policy to reform

2017 reforms indirect taxes

Tax
procedures
simplified

Foreign exchange reforms

Now market determines

Devaluation of rupee
exchange rate

Dismantling of quantitative
restrictions

Trade and investment policy
reforms

Reduction of tariff rates

Removal of licensing
procedures
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CRITICAL APPRAISAL OF
ECONOMIC REFORMS

Positive Effects

Arguments in favour of NEP

e Increase in GDP growth rate

* Increase in foreign
investment (FDI & Fll)

e Increase in foreign exchange
reserves

® Became a successful exporter
of auto parts, IT software etc

e Rising prices kept under
control

Negative Effects

Arguments against NEP

e Increase in GDP without sufficient increase
in employment opportunities

e Agricultural growth rate has been
decelerating

e Industrial growth has recorded a slowdown

¢ Disinvestment led to substantial loss to the
government

e Fiscal reforms adversely affected govt.
taxrevenue

* The NEP has increased inequalities;
growth has been concentrated in some
selected areas
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