New Economic Policy refers to economic liberalisation or relaxation in the import tariffs,

The main objective was to plunge Indian Economy in to the arena of ‘Globalization

deregulation of markets or opening the markets for private and foreign players,

and to give it a new thrust on market orientation

and reduction of taxes to expand the economic wings of the country.

Reduce the inflation rate and rectify imbalances in payment.

Launched in the year 1991 under the leadership of P. V. Narasimha Rao.

Increase the growth rate and create enough foreign exchange reserves.

This policy opened the door of the India Economy for the global exposure for the first time.

Stabilize the economy and convert the economy into a market economy by the

This is also known as the LPG Model of growth.

removal of unwanted restrictions.
Enhance the participation of private players in all sectors of the economy.

Objective

Introduction

New economic policy 1991

Branches of new economic policy

Step taken under Liberalisation

Removal of licenses, deregulation of sectors for private entry, removal of price controls,
These reforms fall under three leads:
1. Liberalisation
2. Privatisation
3. Globalisation

De - reservation commodities meant for small scale industries.
Reduced role of RBI from regulator to facilitator, removal on foreign borrowing limits, foreign
investment was allowed, private banks were allowed.
Rates were lowered for direct and indirect taxes to improve voluntary disclosure and compliance
and procedures were simplified.
The rupee was “devalued” against foreign currencies which led to an increase in inflow of foreign exchange.

Indian Govt. started selling shares of PSU’s to public and financial institution.

Custom duties and tariffs imposed on imports and exports are reduced gradually just to make

The number of industries reserved for the public sector was reduced to 3

India economy attractive to the global investors.

(mining of atomic minerals, railway and transport, and atomic energy).

Forcing trade policy was enforced for longer duration.

The Govt. has started the process of disinvestment in those PSU’s which had

The Indian currency was made partially convertible.

been running into loss.

Controls on foreign trade were removed
The equity limit of foreign capital investment was raised from 40% to 100%.

Step taken under Privatisation
Step taken under Globalisation
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Effect of New economic policy

The economic reforms of 1991 are a milestone in Indian economic history
The economic reforms of 1991 led to widespread economic development in the country.
Many sectors such as civil aviation and telecom saw great leaps from deregulation and surged ahead.
India is also home to many start-ups and mushrooming businesses because of the end of the dreaded License Raj.
New economic policy helped in the development of service sector but was unable to develop both agricultural and industrial sectors.

