
International Journal of Management and Applied Science, ISSN: 2394-7926                                                 Volume-4, Issue-1, Jan.-2018 
http://iraj.in 

Economic Reforms of India Since 1991- A Crital Evaluation 
 

19 

ECONOMIC REFORMS OF INDIA SINCE 1991- A CRITAL 
EVALUATION 

 
UTTAM KUMAR 

 
Research Scholar, Post Graduation Department of Commerce and Business Management 

Ranchi University, Ranchi 
E-mail: uk153135@gmail.com 

 
 
I. INTRODUCTION 
 
In general terminology economic reforms refers to 
that process under which changes in the set of 
policies from one time period to another. Economic 
reforms in India indicate all policies measures 
introduced since 1991 with a view to improve the 
level of efficiency, productivity and profitability in 
the economy. Economic reforms refer to the changes 
introduced by the government to bring an 
improvement in the economy of the country. 
Economic reforms refers to the introduction of 
innovative policies such as eliminating the market 
barriers, encouraging economic participation from 
private sector, reducing the fiscal deficit, increasing 
exports and reducing imports etc. for increasing the 
growth rate of the economy. Since 1991 the 
government of India has been following the policy of 
liberalization, privatization and globalisation. These 
policy is popularly known as “ LPG Modal of 
Growth”. The main motive of this modal of growth is 
towards creating a competitive environment in the 
economy so as to improve the productivity and 
efficiency of the economy. 
 
II. OBJECTIVES OF ECONOMIC REFORMS: 
(i) To make use of global resources for country’s own 
development. 
(ii) To make the Indian economy competitive. 
(iii) To accelerate the growth rate of Indian economy. 
(iv) To build the Indian production enterprises more 
efficient and highly productive. 
(v) To improve the fiscal discipline. 
(vi) To improve the foreign exchange reserve. 
 
III. ECONOMIC REFORMS OF INDIA SINCE 
1991- A CRITICAL   EVALUATION 
 
The year 1991 is an important land tag in the 
economic history of post-independent of Indian 
economy. The Indian economy went through a severe 
economy crisis triggered by a serious balance of 
payments situation, non-economic growth, Deficit in 
foreign currency, slowdown in industrial growth etc. 
The crisis forced Indian economy to introduce some 
fundamental changes in the approach and content of 
economic policy. Due to the crisis was to put in place 
a set of policies aimed at stabilisation and structural 
reform. The aim of stabilisation policies were to 

correcting the weakness that had developed on the 
fiscal and the Balance of payment fronts, again the 
structural reforms try to remove the rigidities that had 
entered into various segments of the economy. 
The period after 1991 has been marked by a 
substantial liberalisation of the trade policy. While 
some liberalisation measures were the result of the 
conviction among government circles that they were 
necessary to make exports competitive in the 
international market, some were undertaken under the 
pressure of several international agencies, as an one 
of the important aspects and part of the stabilisation 
and structural reform programme. In addition to 
above, when India was joined the WTO(World Trade 
Organisation) in 1995 as a founder member, it 
became the obligation of indian economy to strike off 
all quantitative restrictions on imports and reduce 
import tariffs so as to open up the economy to world 
trade and the forces globalisation. 
 
Main objectives of new Economic Policy-1991, 
July 24 
The main objective behind the introducing of the 
New Economic Policy (NEP) in 1991 was stated as 
follows :- 
(1) The prime objective was to dive Indian economy 
into the arena of “Globalization” and give Indian 
economy a new thrust on market orientation. 
(2) To increase the participation of private players in 
the entire section of the Indian economy. 
(3) The main policy of NEP-1991 to bring down the 
rate of inflation and to remove imbalances in 
payment. 
(4)  NEP-1991 intended to go for higher economic 
growth rate and to accumulate sufficient foreign 
exchange reserves. 
(5) To permit the international flow of services, 
goods, human resources capital, technology, 
intellectual property, without many restrictions. 
(6) To liberalise the Indian economy for domestic as 
well international traders. 
(7) One of the very important objectives of NEP 1991 
was to rationalise the Tariff structure. 
(8) A large number of exports and imports used to be 
canalised through the public sector agencies in India. 
So “Decanalisation” was the very important objective 
of the new economic policy-1991. 
(9) NEP-1991 intended to achieve economic 
stabilisation and to convert the economy to market 
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economy by removing all kinds of unnecessary 
restrictions and implementing the policies of 
globalization, liberalization and privatisation.  
 
IV. BRANCHES OF NEW ECONOMIC POLICY   
 

 
 
1. Globalisation:- 
It refers to a process of increasing economic 
integration and growing economic interdependence 
between countries in the world economy. It is 
associated not only with an increasing cross-border 
movement of goods, services, capital, technology, 
information and intellectual property but also with an 
organisation of economic activities which crosses 
national boundaries. 
Broadly speaking, globalisation means the interaction 
of the domestic economy with the rest of the world 
with regard to foreign investment, trade, production 
and financial matters. 
 
Steps taken for Globalisation:- 
I. Exchange Rate Adjustment and Rupee 
Convertibility: 
The most important measure for integrating the 
economy of a country with the global economy is to 
make its currency fully convertible i.e., allow 
determining its own exchange rate in the international 
market without official intervention. This measure 
has to accompanied by the lifting of exchange control 
measures in a phased manner. As a first step towards 
this measure, the IMF insisted on devaluating of the 
India Rupee.The government make a two-step 
downward adjustment of 18-19 % in the exchange 
rate of the rupee on July 1 and July 3 1991. This was 
followed by the production of LERMS i.e. partial 
convertibility of rupee in 1992 -1993, full 
convertibility on the trade account in 1993-94 and full 
convertibility on the current account in August 1994. 
Substantial Capital account liberalisation measures 
have also been announced. The exchange rate of the 
rupee is now marker-determined.Thus exchange rate 
policy in India has evolved from the rupee being 
pegged to a market related system. (Since March 
1993) 
 
II. Opening Up to Foreign Capital: 
For attracting the foreign capital and integrate the 
Indian economy with the world economy, the 
government of India has opened the doors to foreign 
investors. In 1991 the government announced a 
specified list of high technology and high-investment 
priority industries where in automatic permission was 
granted for direct foreign investment up to 51% 

foreign equality. The limit was raised from 51% to 
71% and subsequently to 100% for many of these 
industries. Presently FDI is permitted up to 100% on 
the automatic route in the most sectors subject to 
sectorial rules/regulations, applicable. 
FDI is prohibited only in following sectors: 
(1) Retail trending (Except single brand product 
retailing) 
(2) Atomic energy. 
(3) Lottery business. 
(4) Gambling and betting. 
(5) Business of chit fund. 
(6) Nidhi company. 
(7) Trading in transferable development rights. 
(8) Activity or sectors not open to private sector 
investment. 
 
III. Important Liberation: 
Liberalising import by reducing tariff and removing 
not tariff barriers has been one of the most important 
aspects of the economic reforms pursued in India in 
1991. The idea was to expose domestic enterprises to 
international competition to enhance efficiency and 
promote growth. In the report “India: strategy for 
trade reforms”released in 1990 the World Bank had 
advocated redesigning of the import policy so that 
there is only one negative list and imports of all items 
not explicitly on the restricted list are allowed, 
lowering of import tariffs on all good and freer entry 
to capital goods, intermediate goods, raw materials 
and consumer goods into the Indian economy. 
Thus import liberalisation in the context of NEP-1991 
means removing or relaxing quantitative as well as 
qualitative restrictions from import i.e. allowing 
goods from other countries without much government 
control hence it means to make Indian market as free 
trade. 
In this process, in the year 1992-1997 export-import 
policy allowed the free import of all items except a 
negative list. Earlier the supplementary trade policy 
was announced on August 13, 1991 which 
decanalised the import of 20 items. In the year 1993-
1994 Budget had reduced the maximum rate of 
import duty from 110% to 85%. Now the highest 
import duty on non-agricultural goods is only 10%. 
 
IV. Other Steps towards Globalisation:   
Many other measures have also been announced from 
time to time: for instance:- 
1. Foreign companies have been allowed to use their 
trade mark in India. 
2. Foreign companies (other than banking companies) 
wanting to borrow money or accepts deposits are not 
now required to obtain permission from the RBI. 
3. Foreign companies can now deal in immovable 
property in India. 
4. Restrictions on transfers of shares by a non-
resident to another non-resident have been removed. 
5. Disinvestment of equity by foreign investors no 
longer needs to be at prices determined by the 
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Reserve Bank. Disinvestment has now been allowed 
at market rates on stock exchanges with permission to 
repatriate the proceeds of such disinvestment. 
6. Long period trade policy: The government 
announced foreign trade policy for a period of 5 years 
i.e. 1992-1997. The sole purpose of this policy was 
liberalisation. It also removes restrictions on external 
trade. 
7. FEMA in place of FERA: To attract more foreign 
investment and technology transfer, “Foreign 
Exchange Regulation Act” (FERA) (which was a 
tougher act to control the inflow and outflow of 
foreign exchange) was replaced by Foreign Exchange 
Management Act (FEMA) with effect from June 
2000. Under FEMA provisions related for foreign 
exchange have been modified and liberalised so as to 
simplify foreign trade and payments. 
 
2. Liberalisation:- 
It means removing unnecessary trade restrictions and 
making the economy more competitive. New 
economy policy liberated private sector from rigorous 
controls and licensing. The new economic policy 
introduced the concept of liberation for speedy 
growth of Indian economy. Liberalising trade policy 
by the government that is removal of tariff, subsidies 
and other restrictions on the flow of goods and 
services between countries is also termed as 
liberalisation. Thus liberalisation implies liberating 
the trade and industry from unwarned government 
controls and restrictions. 
Liberalisation is the result of new industrial policy 
which abolished the “License system”. All industries 
except six major industries were liberalised. As a 
result industries grew rapidly and therefore 
liberalisation also means deregulation and delicensing 
of industries Autonomy at large has resulted because 
of liberalisation. Liberalisation means to follow 
liberal economic policy, accepted by the world. It has 
revolutionized the entire business world and has 
provided highly competitive opportunities for all 
countries. Liberalisation has opened new business 
opportunities abroad and increased foreign direct 
investment. The meaning of Liberalised Trade policy 
is making the free flow of goods in domestic and 
foreign market. 
 
Steps taken for Liberalisation:- 
The government of India has taken various steps or 
measures of liberalisation, some of these steps are as 
follows: 
1. License rule, except six industries terminated. 
2. Foreign equity increased up to 51%. 
3. Import duty on capital goods reduced to 15% and 
for project imports 25%. 
4. Private Banks has allowed to operate their 
activities. 
5. If any industry is established in backward areas, 5 
years tax holiday is given to that industry. 

6. Automatic approval for 100% export oriented units 
and the units in export processing zones. 
7. Custom duty reforms were initiated. 
8. Corporate tax was reduced for domestic companies 
from 40% to 0% and 55% to 15% for foreign 
companies. 
9. Terminated minimum lending rate for the amount 
exceeding Rs. 2, 00,000/- 
10. Telecommunication services opened for private 
sectors or investors. 
11. Labour Laws were made a bit easy to permit exit. 
12. Restrictions on mergers/acquisitions/takeovers 
were sought to be removed. 
13. Foreign collaboration for technology was 
encouraged. 
 
3. Privatization:- 
It means removing strict control over private sectors 
and making them free to take necessary decisions. 
Since independent we accorded to priority to the 
public sector but the desired result could not be 
achieved with the encouragement of the public sector. 
Now the new economic policy tries to expand private 
sectors. Hence other important features of economic 
reforms are promotion of the policy of privatization. 
Under this policy private sector has been allowed to 
play major role in the different types of economic 
activities. 
Privatization refers to any process that reduces the 
participation of the state/public sector in economic 
activities of a country. It implies a greater role for 
private capital and enterprise in the functioning of an 
economy. It may result from any one of the following 
policy initiative: 
a. Transfer of the government ownership of 
productive assets to the private sector. It implies 
denationalisation. 
b. Disinvestment i.e. sale of a part of equity of public 
sector enterprises to private capital. 
c. Entry of private sector industries into the 
exclusively reserved industries for the public sector. 
d. Limiting the scope of public sector and no further 
expansion of the existing public sector. 
Simply speaking privatisation means permitting the 
private sector to set up industries which were 
previously reserved for the public sector. Under this 
policy many PSU’s were sold to private sector. 
Literally speaking privatisation is the process of 
involving the private sector in the ownership of 
Public Sector Units (PSU’s). 
The main reason for privatisation was in currency of 
PSU’s are running in losses due to political 
interference. To increase competition and efficiency 
privatisation of PSU’s was inevitable. 
 
Steps taken for Privatization:- 
Since 1991 the government has undertaken the 
following measures towards privatization: 
1. Contraction of public sector: Number of industries 
reserved for public sector has been reduced from 17 
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to 8. And now only two industries (namely atomic 
energy and rail transport) are reserved for the public 
sector. Hence even core industries like iron and steel, 
electricity, air transport, ship, building, heavy 
machines and strategic industries like defence 
production have been opened for the private sector.  
2. Policy of Disinvestment: Selling of part of the 
equity of public sector undertaking is called 
disinvestment. According to the government the 
purpose of disinvestment of disinvestment of shares 
of PSU’s was to raise resources for the budget to 
reduce fiscal deficit and to provide funds for the 
modernization of PSUS. 
The government has adopted two methods of 
disinvestment –  
 
(i) sale of minority shares in small lots 
 and (ii) strategic sale of a PSU. Under the former 
methods (which were used for the period 1991-1992) 
a part of government equity was sold to the general 
public, financial institutions, mutual funds and the 
workers. Under the lettermethods, which were used 
since 1999-2000, the government started selling 
major parts of its stake to Private Sector Company. If 
resorted to strategic sale of a number of companies. 
Modern Food India, Bharat Aluminium Company 
(BALCO), Videsh Sanchar Nigam Ltd. (VSNL), 
Maruti Udyog Ltd. (MUL) etc. are example of 
strategic sale. A sum of 152790 Crore has been 
realised from disinvestment over the period of 1991-
1992 to March 31, 2014. 
 
(iii) Policy of Navratnas:- In 1997 government 
identified 11 high performing and profit making 
PSU’s which were nicknamed as Navratnas. Thus 
PSU which were to be provided financial and 
managerial autonomy to become global giants. As per 
the status of March 2013, there are 14 Navratnas 
Companies in India. These undertaking are: Bharat 
Electrical Ltd. (BEL), Bharat Petroleum Corporation 
Ltd. (BPCL), Hindustan Petroleum Corporation 
Ltd.(HPCL), National Mineral Development 
Corporation Ltd.(NMDC), Hindustan Aeronautical 
Ltd. (HAL), Power Finance Corporation, National 
Mineral Development Corporation(NMDC), Power 
Grind Corporation, NALCO, Shipping Corporation of 
India, Rural Electrification Corporation(REC), 
Rashtriya Ispat Nigam Ltd. (RINL). 
 
: Impact of Economic Reforms: 
The economic policy, being followed since 
independence to 1991 had many achievements and 
failures. It was felt that our economic growth was not 
as fast as the growth of more capitalistic economies. 
The policy led us to economic crisis. It was therefore 
necessary that our new economic policy should suit 
present needs. It cannot be said that our old policy 
was 100% incorrect. It had its own plus points. We 
shall now discuss the plus and minus points of the 
new economic policy. 

A. Positive impacts: 
During the reforms period service sector recorded 
high growth rate. The share of service sectors in 
countries GDP has increased very rapidly. It has 
increased from 42.7% in 1990-1991 to 51.3% in 
2013-2014. The fast growth of this sector has been 
mainly on account of the growth of IT sector. The 
past reform period has open up the banking, 
insurance, communication and transport sectors to 
private participation. This has boosted the growth of 
the services sector considerably. 
 
Inspite of our sincere efforts and heavy investment 
during the past 40 years before 1991 our domestic 
product increased by 3.6% and per capita income 
increased by 1.4% only. During 1981-1982 these 
rates were 5.5% and 3.4% respectively. The 
economic growth is comparatively lower than many 
Asian countries, such as Hong Kong, Singapore, 
Taiwan and Malaysia. This lower rate economic 
growth forced us to introduce economic reforms and 
consequently new economic policy was the answer. 
In 1991 there was just single television channel in 
India. Almost the entire nation was in sync with its 
programme and schedules. By the end of that year we 
had Star TV. Few more months later Zee TV. A year 
later Sun TV and Star Sports. We now needed a 
remote. In just couple of year from a sleep inducing 
DD, our home was flooded with Star Sports, ESPN, 
H30, MTV, Cartoon Network….. Massive change in 
a very short time. Up to 1991 if we have to bank we 
need to wait for Sarkar. We would be lucky to get any 
transaction done that day and we were totally at their 
mercy. In 1994 there came ICICI, HDFC, UTI(Axis). 
Now, we had a choice. 
 
Reduction of poverty and inequality. The new 
economic policy will also provide more employment 
opportunities and chances of self-employment. The 
policy also aims at the balanced regional 
development. It will increase our national and per 
capita income. Consequently the poverty and 
inequality of income will reduce. 
 
Our unfavourable balance of payments had increased 
very high. The new economic policy sincerely exists 
on import substitution and export promotion. Both 
these measures will solve our rising prices and 
balance of payment problem. 
 
Building competitive strength of industrial sectors. 
The new economic policy provides an opportunity of 
Indian industries to match their efficiency with the 
technically sound industries of the world. It has been 
experienced that Indian industries are technically 
backward as compared to the industries of advanced 
countries. This was due to the fact that we provided 
extra protection to our industries. Our policy resulted 
in 1950 reduce to 0.5% in 1993. It is intended that the 
new economic policy will guarantee enthusiasm in 
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the industrial sector and industries will earn more 
profit. As such we shall be in a position to face tough 
competition from other industries of the world. 
It has been decided that after the introduction of new 
economic policy, tax rates will be reduced, the supply 
will be controlled, the government expenditure will 
be cut and the production will be substantially 
increased. All these measures will definitely control 
the price. 
 
After implementation of new economic policy, India 
has become a favourable destination of outsourcing 
for the most of the MNC’s because of low wage rate 
and availability of skilled man power. Since 1991 the 
private sector is playing a dominant role. The share of 
private sector has increased in areas like banking and 
finance, transport and communication, hotel and 
tourism, IT Agriculture etc. During the post reform 
period, Indian consumers are benefited most. They 
now have a large variety of goods and services sold 
by NMC’s in India. Subsequently the overall level of 
household expenditure has increased and hence the 
welfare of the people has risen. There has been a 
large inflow of foreign capital in form of foreign 
direct investment. Foreign direct investment has 
increased from about US$ 100 million in 1990-1991 
to US$ 323.9 billion in March 2014. Likewise foreign 
exchange reserve has increased from about US$ 1.1 
billion in June 1991 to US$ 304.2 billion in 2013-
2014. Devaluation of rupee, full convertibility of 
rupee on current account and increased in foreign 
direct investment are the main cause behind increase 
in foreign exchange reserve. New economic policy 
has also succeeded in keeping the price level down. 
Inflation remained consistent at about 5% for quite 
some time which in 1990-1991 was at a high level of 
17%. Our fiscal deficit has been continuously 
mounting up. The government resorted to heavy 
borrowing inside and outside the countries. The 
repayment of mounting loans and interest thereon 
was eating substantial share of our revenue. 
Subsequently we did not have sufficient funds for 
investment. In order to solve the problem deficit 
financing was applied, which resulted in high 
inflation. In order to prevent fiscal deficit, new 
economic policy was indispensable. 
 
B. Negative impacts: 
There has been significant rise in the prices of food 
grains which is a result of not merely physical storage 
of food grains but the policy of curtailing food 
subsidy and increasing the minimum support price.At 
high prices of food grains, poor people cannot afford 
to buy it. Further public investment in public 
agriculture sector especially in infrastructure which 
played a crucial role in the Green Revolution period 
has been reduced in the reform period. Indian farmers 
have now to face increased international competition 
as a result of policy changes such as reduction in 
import duties on agriculture has suffered a setback. 

Heavy dependence on foreign debts. The new 
economic policy ignores the development of the 
internal resources. It is based upon excessive external 
assistance. Too much dependence on external debts 
will prove fatal to the economy. It will not be out of 
place to mention that at present every Indian is 
indebted to the extent of rs. 1500. 
 
Under its policy of disinvestment the assets of PSU’s 
have been undervalued and sold to the private sector. 
This means a substantial loss to the government. 
Moreover the proceeds from disinvestment were not 
for the development of PSU’s and for building social 
infrastructure in the country. Rather it was used to 
meet the deficit in government revenues. Now 
MNC’s have dominating role in the Indian economy. 
They are successfully exploiting the Indian market 
and are selling their products. They are thus making 
huge profit and sending to their origin country. Indian 
people sometimes wastefully spend their money on a 
variety of global brands in the market. 
 
LPG policies have resulted in the concentration of 
growth process in urban areas. All MNC’s are 
establishing their units in highly developed urban 
areas where they find adequate infrastructural 
facilities. As a result, rural-urban gap is widening. 
Further the growth process does not cover all sectors 
of economy. It is just IT based growth process. 
Growing unemployment, poverty is still widespread, 
unbalanced growth process, excessive importance to 
privatisation, injustice to agriculture etc. are also the 
drawback of new economic policy. 
 
CONCLUSION 
 
Now finally we can take conclusion from the above 
analysis of economic reforms of Indian economy 
since 1991, there are two phases in the structural 
adjustment phase:- 

  The stabilization phase where all 
government expenditure are reduced and the 
banks are restricted on creating debt. 
 

  The second phase is the structural 
adjustment phase where the production of 
exportable good and the alternative of 
import goods are increased and at the same 
time reducing governmental interference in 
industry, the management skill and 
productivity are increased through 
privatization. 
 

The economic liberalization has helped India to grow 
at faster pace. India is now considered one of the 
major economy of Asia. The foreign investment in 
India has increased over the years. Many 
multinational companies have set up their offices in 
India. The per capita GDP of India has increased 
which is a sign of growth and development. India has 
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emerged as leading exporters of services, software 
and information technology products. 
Thus the new economic policy is taking India towards 
liberal economy or market economy. It has relieved 
India much of her hardship that she faced in 1990-91.    
 
ABSTRACT 
 
During 1990-91, India had to face various economic 
problems. The massive deficiency in foreign trade 
balance which was expanding further. Since 1987-88 
till 1990-91 it was increasing in such a high rate that 
by the end of 1990-91 the amount of this deficit 
balance became 10,644 crores of rupees. At the same 
time the foreign exchange stock was also decreasing. 
In 1990 and 1991 the government of India had to take 
huge amount of loan from the IMF as compensatory 
financial facility. Even by mortgaging 46 tons of 
gold, it had taken short term foreign loan from the 
bank of England. At the same time, India was also 
facing problems of increasing rate of inflation, which 
was 12% by 1991. Therefore the government had to 
increase in the procurement price of the agricultural 
product, this has increased the amount of monetised 
deficit in budget, increase of imports cost and 
decrease in the rate of currency exchange. Thus 
Indian economy was facing trade deficit as well as 
fiscal deficit. 
 
To get relief from such economic problem the 
government of India had only following two ways 
before it: 
 
(i) To acquire foreign debt and create ideal conditions 
for increasing the flow of foreign exchange and also 
to increase the volume of export. 
(ii) The other was to establish and maintain fiscal 
discipline and to built structural adjustment for the 
purpose. 
Therefore the government of India had to introduce 
various economic reforms plans, such as:- 

 Licence rule, except six industries abolished. 
 Limit for foreign equity increased to 51%. 
 Import duty on export related capital goods 

reduced to 15% and for project import 25%. 
 Corporate tax for domestic companies 

reduced from 45% to 0% and from 15% to 
55% for foreign companies. 

 Relaxation in foreign exchange regulation 
act. 

 Reforms in custom duties. 
 Basic telecommunication services opened to 

private sectors. 
 Abolished minimum lending rate for the 

amount exceeding Rs 200000. 
 Allow private investment in private sectors. 
 Functioning of private banks allowed. 
 Five year tax holiday to new industrial units 

set up in backward areas. 

 Automatic approval for 100% export 
oriented units and the units in export 
processing zones. 

 To decrease the value of money in terms of 
dollar. 

 Policy has been made for several industries, 
the monopoly of public sector came to an 
end. 

 Policy of disinvestment has been formulated 
for disinvestment in public sectors.  

Due to such policy of economic reforms there are 
several positive impacts happened in Indian 
economy. India has become a favourable destination 
of outsourcing for most of the MNC’s because of low 
wage rate and skilled manpower. During the reforms 
period service sector has recorded high growth rate. 
The shares of service sectors in county’s GDP had 
increased very rapidly. Due to economic reforms 
Indian consumers are benefited most. They now have 
a large variety of goods and services sold by MNC’s 
in India. There has been large inflow of foreign 
capital in form of foreign direct investment. Foreign 
direct investment has been increased from about US$ 
100 million in 1990-91 to US$ 323.9 billion in March 
2014. Also increase in the share of private sector. 
Since 1991, the private sector is playing a dominant 
role. Due to application of new economic pole 
inflation rate in the Indian Economy was controlled 
and general price level came down. 
 
KEYWORDS 
 
1. Liberalisation: It means removing unnecessary 
trade restriction                 and making the economy 
more competitive. 
2. Globalization: Free interaction between economies 
of the world in the field of trade, finance, production, 
technologies and investment is termed as 
globalization of the economy. 
3. Privatization: It means removing strict control over 
private sectors and making them free to take 
necessary decisions. 
4. Outsourcing: Going out to a source outside the 
company to buy regular services. 
5. Fiscal Reforms: Controlling public expenditures 
and increasing revenue in order to discipline 
expenditure. 
6. Balance of Trade: The difference in value between 
a country’s imports export and. 
7. Inflation: A general increase in price and fall in 
purchasing value of money. 
8. Disinvestment: It is the action of an organisation or 
government selling or liquidating an asset or 
subsidiary. 
9. IMF: International Monetary Fund. 
10. FERA: Foreign Exchange Regulation Act 1973. 
11. FEMA: Foreign Exchange Management Act 
1999. 
12. PLG: Liberalization, Privatisation, Globalisation. 
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