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[ntroduction

India opened up the economy in the
early nineties following a major crisis that
led by a foreign exchange crunch that
dragged the economy close to defaulting
on loans. The country ran out of foreign
exchange reserves. To face the crisis sit-
uation, the government decided to bring
about major economic reforms to revive
Indian economy. These reforms were po-
pularly known as 'structural adjustments'
or 'liberalization' or 'globalization’. The
government announced a New Economic
Policy on July 24, 1991.This new model
of economic reforms is commonly known
as the LPG or Liberalisation, Privatisation
and Globalisation model. Liberalisation
refers to process of making policies less
constraining of economic activity and also
reduction of tariff or removal of non-
tariff barriers. The term “Privatisation”
refers to the transfer of ownership of
Property or business from a government to
a private owned entity. Globalisation re-
fers to the expansion of economic activi-
ties across political boundaries of nation
States. More importantly perhaps it refers
€Conomic interdependence between coun-
tries in the world economy. Prime Minis-
ter of the country, P V Narasimha Rao
initiated ground breaking economic re-
forms. Dr.Manmohan Singh was the
Finance Minister at that time he assisted
NarasimhaRao and played a key role in

reforms did away with the License Raj,
reduced tariffs and interest rates and
ended many public monopolies, allowing
automatic approval of foreign direct in-
vestment in many sectors.The primary ob-
Jective of this model was to make the
economy of India the fastest developing
economy in the globe with capabilities
that help it match up with the biggest
economies of the world.

Objectives of the Study

1) To understand the impact of LPG policy
on Indian Economy.
2) To know the negative effect of LPG

policy on Indian Cconomy afier 1991 .

Research Methodology
For the completion of research paper
has used Descriptive research method.
Data collection:
In this study the data has been collected
from secondary sources. Secondary data col-
lected from the Books, Internet, magazines,
Journals and different types of research pa-
pers etc.
Economic reforms- In 1991 afier India
faced a balance of payments crisis, it had
to pledge 20 tons of gold to Union Bank
of Switzerland and 47 tons to Bank of
England as part of a bailout deal with the
International monetary fund. In addition
the IMF required India to undertake a se-
ries of structural economic reforms
so.Government had decided to bring about
major economic reforms to revive Indian
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implementing these reform policies. The economy. These reforms were popularly
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known as ‘structural adjustments' or
'liberalization', Privatization and
'globalization'

New Economic Policy 1991

The government announced a New Eco-
nomic Policy on July 24,

1991.This new model of economic re-
forms is commonly known as the LPG or
Liberalisation, Privatisation and GJo-
balisation model.Prime Minister of the
country, P V Narasimha Rao initiated
economic reforms with the help of Dr
Manmohan Singh. The reforms did away
with the License Raj, reduced tariffs and
interest rates and ended many public mo-
nopolies, allowing automatic approval of
foreign direct investment in many sectors.
What is LPG?

Liberalization- Liberalisation refers to
process of making policies less constrain-
ing of economic activity and also reduc-
tion of tariff or removal of non-tariff bar-
riers.

Privatization- The term

“Privatisation” refers to the transfer of
ownership of property or business from
a government to a private owned entity.
Globalization- Globalisation refers to the
expansion of economic activities across
political boundaries of nation states. More
importantly perhaps it refers economic
interdependence between countries in the
world economy.

Positive Impact of LPG on Indian Econ-

omy-
¢ Increase in GDP growth rate

India’s GDP growth rate is
increased. During 1990-91 India’s GDp

ISSN: 2319-47¢,

growth rate was only 1.1% but after 199
reforms due LPG policy India’s GDp
growth rate is increased year by year ang
in 2015 it was recorded 7.26 and iy
2015-16 it is estimated to be 7.59 by
IMF.Because of the Abolition of Industri.
al licensing, privatisation, advanced for-
eign technology and Reduction of taxes
India’s GDP is increased after 1991 re.
forms.

® Increase in Foreign Direct Investmen¢

(FDI)-

India has already marked
its presence as one of the fastest growing
economies of the world. It “has been
ranked among the top 3 attractive destina-
tions for inbound investments. Since
1991, the regulatory environment in terms
of foreign investment has been consistent-
ly eased to make it investor-ﬁiendly.lndia
has also firmly established itself as a Ju-
crative foreign investment destination,
with foreign capital inflows of over US$
31 billion in 2015 - surpassing the US and
China. India has allowed 100% FDI in
medical services, Telecom sector, and
single brand retail etc.FD] cap increased
in insurance & sub-activities from 26% to
49% and also in Private Sector Banking-
Except branches or wholly owned subsid-
laries (74%) FDI is allowed and in Public
sector banking 20% FDI is allowed under
Make In India scheme. In 1991FDI inflow
was 408crores only but after India has
made those reforms of Globalization and
Privatization and free entry policy as a
result FDI inflow in India was 106,693
Croresin 2015.
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Table No.1: DIPP’s Financial year wise FDI Equity Inflows:

Amount of FDI In-

Sr. Financial
No. Year flow (Rs.Crores)

1 ~2000-2001 10733
2 2001-02 18654

3 2002-03 12871

4 2003-04 10064

5 2004-05 14653

6 2005-06 24584

7 2006-07 56390

8 2007-08 98642

9 2008-09 142829
10 2009-10 123120
11 2010-11 97320
12 2011-12 165146
13 2012-13 121907
14 2013-14 147518
15 2014-15 189107
16 2015-16 106693

Total 13,40,231

Source-h_ttp://dipp.nic.in/'Enleish/Pub]ications/FDI Statistics/FDI Statistics.aspx

* Increase in per capita income-
Per capita income or
average income measures the average
income earned per person in a given
area (city, region, country, etc.). It is
calculated by dividing the area's total
income by its total population. In

1991 India’s Per
capita Income was Rs. 11235 but in
2014-15 Per Capita Income is
reached to Rs. 85533. Per Capita in-
come is increased due to Increase in
Employment, due to new economy
policy of globalization and privatiza-
tion many job opportunities are
created so, people’s income was in-
creased.
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Per Capita Income

Rs.11535

Rs. 88,533
Rs. 88,533

Source-Abhishek Joshi(2014) The 10 years of UPA government (India) (2004-14), sj;.
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® Unemployment rate s reduced-

In 199]

unemployment rate was
4.3% but after India adopted new LPG
policy more employment is generated
because of globalisation many new for-
eign companies came in India and due to
liberalisation many new entrepreneurs
have started new companies because of
a abolition of Industrial licensing / Per-
mit Raj so, employment is generated,
and due to which India’s unemployment
rate is reduced from 4.3% in 1991 to
3.6% in 2014.
Conclusion

Economic reforms have an
important impact on Indian cconomy.
There are many changes in Indian econo-
my, after adaptation of the policy of LPG
ie. Liberalisation, Privatisation and Globa-
lisation in 1991. Becausc of these reforms
many good thing are happen like Increase
in the India’s GDP growth rate, Foreign
direct Investment and Per Capita Income.
Policy has facilitated the flow of foreign
capital, technology and managerial exper-
tise thereby improvingefﬁciency of indus-
try. Also, unemployment rate is reduced.
Though there are certain negative impacts

ture sector, adverse Impact on environment
etc. Lastly we can say that development in
India is takes place because of implemen-
tation of this policy.
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