
ESSAY ON NEW ECONOMICS REFORMS IN INDIA

Economic reforms were introduced by the Government of India in July . exhaustion of the yield potential of new high
yield varieties of wheat and rice.

So in such a scenario economic reforms were introduced to reduce the restrictions imposed on the economy.
The reform process was started in response to fiscal and balance of payment BoP crisis. In short, more than
four decades of economic planning have witnessed mixture of success and failures. It failed even to equal the
performance observed in the s, not to speak of improving the performance, as a consequence of the reform
process. Re-Thinking on Full Convertibility of the Rupee: Policy-makers are giving a second thought to the
full convertibility of the rupee after the East Asian crisis. India was one of the most prominent ones. Period 1:
to During this period the annual average growth rate of exports was  Period 2: to During this period exports
increased at an average rate of 6. The true challenge before us is to combine the economies of growth with the
economies of equity and social justice. The new industrial policy introduced in is the central point of the
economic reforms. There were a myriad of countries that experience extensive political reforms post-World
War II. The reform process has completed 17 years. The NEP intended to bring down the rate of inflation 3.
This gets reflected in the deceleration in agricultural growth as well as in rural employment growth with slow
reduction in poverty in India. As a result foods prices rose sharply. During and the Government adopted a
policy of export promotion. Neglect of Agricultureâ€”The Main Drawback of Economic Reforms: A major
criticism of the process of economic reforms is the neglect of agricultureâ€”the mainstay of livelihood of
two-thirds of the population. Liberalisation Removal of Industrial Licensing and Registration: Previously
private sector had to obtain license from Govt. The various elements, when put together, constitute an
economic policy which marks a big departure from what has gone before. Liberalization of trade and
investment: the economic reforms introduced extensive liberalization of foreign trade and foreign investment.
The three way fast lane of liberalisation, privatisation and globailisaion LPG failed to make a dent on the
problem of unemployment. Reforms related to the Public sector enterprises: reforms in the public sector were
aimed at enhancing efficiency and competitiveness of the sector. New industrial policy of is the heart of the
new economic reforms. Originally reforms were initiated in s in the form of limited deregulation and partial
liberalisation of some regulations but the reforms initiated in s were broad and more rooted. Dereservation of
the industrial sectorâ€” the industrial sector of the economy has been opened up to the private sector after the
New Industrial Policy of  However, other infrastructure industriesâ€”electricity, coal and petroleumâ€”did not
fare well during the reform period. The reform measures were mainly directed toward boosting exports as well
as to facilitate developments imports mainly capital and intermediate goods as also imports of some basic raw
materials which were so vital for increasing industrial production. Following steps were taken under the
Liberaliation measure: i Free determination of interest rate by the commercial Banks: Under the policy of
liberalisation interest rate of the banking system will not be determined by RBI rather all commercial Banks
are independent to determine the rate of interest. Since the reform process is limited to the organised sector,
more so to the large corporate sector, the growth rate of employment in the organised sector decelerated to 0.
Opening up of the economy to foreign competition: another major feature of the economic reform measure
was that it has given welcome to foreign investment and foreign technology. New economic reforms in India
refers to the neo-liberal polices introduced by the government in and in the later years. Reform measures taken
by government The reform measure taken by government can be categorised into two groups: Macroeconomic
stabilisation measures which include all the policies which intend to boost aggregate demand in the economy.
No doubt the liberalisation process has reduced the role of public sector investment. It is time the state, instead
of withdrawing from investment in agriculture, irrigation and rural infrastructure, strengthened public sector
investment in these areas. Capital market reforms and money market reforms were extensive after  After the
teething troubles of the first two years, viz. Firms enjoying some natural protection and farmers receiving
subsidies have been some of the main opponents of globalisation, along with advocates of free trade. Different
banking sector reforms including removal of control on interest rate and branch licensing policy liberalization
were launched. In , the Competition Commission has emerged as the watchdog in monitoring competitive
practices in the economy. Narasimha Rao government reduced the import duties, opened reserved sector for
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the private players, devalued the Indian currency to increase the export and reduce the adverse Balance of
Payment BOP situation. The import substitution and import restriction policies were abandoned and instead
import liberalization and export promotion policies were introduced. By the end of , it was in a serious
economic crisis.


