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REVIEW OF ECONOMIC REFORMS IN INDIA

Abstract:- Most of the reforms in India since 1991 are broadly first-generation reforms, across various 
sectors, except some which could be characterized as second-generation, but more focused on first-
generation reforms. They have been central government -driven in their area of domain. They have been 
discussed sector-wise in the previous sections, but are being revisited, to facilitate a greater cohesive 
comprehension.

Keywords: Economic Reforms  ,characterized , industrial policy .

INTRODUCTION

Industrial sector reforms are as follows:-

1)The industrial policy of 1991 also known as the policy of liberalization marked the dismantling of the industrial licensing 
system, larger role for the private sector and move towards a competitive environment.
2)This has allowed the expansion of the private sector, greater maturity and their presence in all sectors of the economy 
including core industries such as oil, power and other critical industries.
3)There has been diversification of the industrial base with a large number of industrial goods being produced.
4)The public and private sector are now operating in a competitive environment bringing out the mixed economy character 
very clearly.
5)The private sector post-reforms have helped to increase the industrial growth and lifted the overall plane of economic 
growth.
6)The private sector has gone aggressively for global acquisitions helping them to emerge as global players in the international 
market. For example, Tata-Corus Jaguar, TCS, Videocon, ONGC, etc.
7)Public sector also has been given greater autonomy for operational flexibility in the competitive environment.

It has led to establishing India as a market economy with pricing of most industrial goods as market -determined, 
except for certain petro goods.

The increased production of private sector and their growth in the last two decades has been impressive leading to 
higher growth and also increased overall investments in the economy which will make a 10 per cent overall growth, a reality, in 
the not too distant future.

FINANCIAL SECTOR REFORMS:-

The financial sector reforms in the banking sector was largely driven by the 'Narasimham Committee' 
recommendations which allowed for liberal entry of private and foreign banks letting for greater competition, diversified 
products and vastly improved services. Major areas of reform in the banking sector were as follows|:

1)Liberal entry of private sector and foreign banks. It is as part of the reforms that today there are also private sector banks 
operating along with the public sector banks.
2)Public sector was given greater autonomy to function in a competitive environment and frame-independent policies based 
on broad framework provided by RBI.
3)Interest rates both the deposits as well as advances were deregulated and each bank was free to decide on the interest rates it 
chose to offer.
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4)Similarly, in respect of lending rates while banks were free to decide on the interest rate they would charge, they had to 
publish the lowest rate of interest. They would charge to their best clients known as the benchmarked prime lending rate 
(BPLR).

More recently during 2010, RBI has asked the banks to adopt the base rate of interest, and that no lending would be 
done by banks below their respective published base rate of interest.
5)Banking was made more transparent, stress on full disclosure of both the good as well as bad assets.
6)There was standardization and uniform income recognition, asset classification and provisioning norms for the banking 
sector.

For the first time, a uniform definition was given to non-performing assets (NPAs) known as the 90 days norms. Thus, 
interest on loans given if not received within the stipulated time period would need to be classified as an NPA.
7)Realizing that banking is risky business having normal risk is in lending and to safeguard interest banks were required to 
adhere to 'capital adequacy' norms in terms of international best practices (more about this later in this section).

The overall objective was to bring in greater competition in the banking sector by allowing for better products and 
improved services and fine-tuned interest rates to support the financial needs of a growing economy like India and enable 
bigger banks in India to emerge as global banks. Insurance-sector reforms were driven by the 'Malhotra Committee' 
recommendations which, for the first time opened the insurance sector, even though partially, to the private sector, from the 
complete government-dominated insurance sector.

The insurance sector has been opened up 100 per cent for the private sector but restricted to 26 per cent equity 
participation for foreign insurance companies. Post-reforms a large number of insurance companies in the private sector have 
become operational in the country.

TAX REFORMS:-

One of the major aspects of reforms has been in the areas of taxation of moving to a value added Tax (VAT) system and 
conversion of the sales tax regime into homogenized state VAT. A still far ambitious reforms which will provide for an efficient 
indirect tax regime is moving to a uniform goods and services tax (GST). Similarly, the direct tax code once made operational 
would considerably simplify the direct tax system providing for far greater tax compliance.

TRADE SECTOR REFORMS:-

However, the most profound impact has been through the trade sector reforms, an integral part of economic reforms 
much wider in nature.

a)These reforms have given the clear signal of opening the economy and larger role for exports, capital flows and competitive, 
efficient and productive domestic economy.
b)More specifically, reforms covered moving towards market-determined exchange rate, replacing FERA with FEMA, current 
account convertibility and fairly open capital account and liberalized external commercial borrowings by the private sector.
c)It also liberalized the foreign investment policy to attract foreign investment and eased restrictions on capital inflows.
d)These measures have been largely responsible for increasing exports and increased share in global trade of goods and 
services.
e)The external transactions are now over 100 per cent of the GDP, built-up foreign exchange reserves providing an import 
cover of   over 7 months as against barely seven days during 1991.

However, the most notable aspect of reforms has been the fact, that not only India got out of the crisis, not only repaid 
but prepaid its liabilities to the IMF and has turned as a lender from a borrower' to the IMF. It has earned the status of an 
emerging economy, changed the global perspective of India and now having a larger say in global matters. It has emerged as the 
second fastest growing economy of the world after China, in a short time of just about two decades.

CONCLUSIONS:-

It is in these, not able to implement 1000 of smaller reforms, it can be said that reforms in India have slowed down, if 
not paused by the government and not because of its in ability to push through bolder norms.  It is not the ability to push bolder 
reforms which is being questioned, but as mentioned previously, in their ability to flag them and provide a platform for a broad-
based consensus, which is being questioned.  The other is government-reforming itself, which is relatively easy but still 
difficult requires a strong will and still more important a decisive discipline and a consciousness of their larger responsibilities 
towards the national interests rather than party interest. 
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