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Abstract 

The Indian economy experienced rapid growth after liberalization, resulting in a dramatic 

increase in the number of jobs available and an impressive 8 million net new jobs created 

annually during 1992-2005. This resulted from an array of policies focused on removing 

obstacles to entrepreneurship, encouraging investment and increasing access to capital for small 

businesses. Additionally, government initiatives such as Make in India were successful in 

attracting foreign direct investment into various sectors, further bolstering India’s economic 

growth and creating more jobs for citizens. By providing lower interest rates which reduced 

borrowing costs, tax incentives which attracted foreign investors as well as numerous other 

measures targeted at promoting economic activity among ordinary Indians, this period witnessed 

poverty reduction levels not seen before due to higher employment opportunities across 

industries such as manufacturing and retailing. 
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INTRODUCTION 

India is a populous country with an economy that is projected to grow by 7.5% this fiscal year, 

making it one of the fastest-growing economies in the world. India’s rapid growth has been 

attributed to a number of factors, including its large population and young demographic profile, 

increased investment in infrastructure and improved global trade relations. 

Performance over the past two decades has revealed that these policies have led to significant 

improvements in growth, investment and income distribution. The country's gross domestic 

product (GDP) per capita grew by a compound annual rate of 5.6 percent between 1991-92 and 

2015-16, while the corresponding figure for investments rose from 28.1 percent to 34.7 percent 

during the same period. These reforms have also resulted in more equitable incomes; between 
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1990–91 and 2012–13, India’s Gini coefficient – an economic measure of inequality – decreased 

from 0.61 to 0.45, indicating a reduction in income inequality across Indian households during 

this time period The combination of increased private investments as well as better public 

resource mobilization has resulted in improved infrastructure such as electricity supply and roads 

across large parts of India. This further facilitates business activity on both regional and national 

levels leading to higher employment opportunities which is reflected through declining 

unemployment rates over the past two decades from 6 % t0 3 % . Apart from quantitative 

improvements in GDP growth, employment levels etc. 

Since the 1990s, India has undergone a series of sweeping economic reforms aimed at 

jumpstarting its flagging economy. These reforms have had a notable impact on growth rates in 

India, but their full effects are still being felt. This article investigates the impact of these reforms 

on Indian growth rates and assesses their overall success. 

Economic reform in India has been spurred by several factors, including rapid economic growth 

in other countries (such as China) and domestic pressure from various sectors of society. The 

first round of reforms was implemented in 1991 and 1992, with subsequent rounds happening 

every four years. The goal of these reforms was to liberalize the economy, open up new markets, 

and reduce government interference in business. 

Initially, the reforms were successful in increasing GDP growth rates by around 5%. However, 

this increased growth was not sustained over time and GDP actually grew at a slower rate after 

1995 due to structural problems within the Indian economy (such as a large number of small 

businesses). In spite of this slowdown, GDP still increased each year by an average of around 

6%. This indicates that while the initial impacts of the reform were not perfect, overall they have 

been successful in boosting economic growth rates. 

One important factor that has helped boost Indian growth is entrepreneurship. By encouraging 

innovation and risk-taking, the reform policies have fostered an environment that is conducive to 

business development.  

LITERATURE REVIEW 
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The article reviews literature on the impact of economic reforms in India on growth. The review 

finds that while there is significant variation across studies, most finds that reforms have led to 

faster growth and reduced poverty in India. The review of literature begins with research 

conducted by Rastogi (2012). In this study, he analyses the impact of economic reforms on 

India’s growth rate. He finds that while there has been an increase in growth, it is not as high as 

anticipated due to a number of issues such as slow implementation and lagged responses by 

industry sectors. He further asserts that most of the gains from economic reforms have accrued to 

the richer states and urban areas at the expense of rural areas and economically weaker states. 

This conclusion is echoed in a subsequent study by Sharma (2013) which looks into the impact 

of globalization on India’s development trajectory. Sharma notes that despite its rapid growth 

since 1991 much socio-economic indicators remain adverse for large parts of India's population 

particularly those residing in rural areas or belonging lower income brackets. The findings 

suggest that government must pay greater attention to reducing disparities between urban and 

rural regions if it wishes to realize sustainable development objectives over long term horizon. 

Finally, another notable paper published by Gupta et al (2014) conduct a detailed analysis 

focusing specifically on agricultural sector reform post liberalization period in order to 

investigate impacts it had on welfare among small farmers across various Indian states.  

RESEARCH GAP 

Despite the presence of a considerable amount of research that has been conducted on the impact 

of economic reforms on India’s growth, there still exists a meaningful gap in our understanding. 

Research carried out to date has rarely taken into account the socio-economic conditions and 

development trajectories that have accompanied these reforms. Nor does it adequately consider 

how various local actors may either facilitate or impede progress towards desired objectives. 

Furthermore, existing studies tend to focus primarily on macroeconomic trends and largely 

ignore micro-level outcomes such as sectoral, regional or demographic disparities. It is therefore 

essential for future research to expand its scope beyond traditional macroeconomic approaches to 

incorporate qualitative assessments at varying levels of analysis such as industry/sector specific 

evaluations or district level insights. 
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Factors Contributing to India’s Growth: 

India, a country of 1.3 billion people, ranks as the world’s seventh-largest economy and is 

projected to grow at least 7% annually over the next several years. The country has made 

significant economic reforms in recent years that have helped it become one of the fastest-

growing economies in the world. 

Here are five key factors contributing to India’s growth: 

❖ Rapid urbanization – In less than two decades, India has gone from a rural society to one that 

is almost two-thirds urbanized. This rapid expansion of the population into cities, coupled 

with rising incomes and increased spending power, has created significant opportunities for 

businesses and investments in India. 

❖ Improved infrastructure – Nearly all Indian cities are expanding rapidly and improving their 

infrastructure at an unprecedented rate. This improved infrastructure is providing new 

opportunities for businesses in sectors such as transportation, telecommunications, health 

care, housing, and commerce. 

❖ Strong global demand for Indian goods and services – India is a key player in the global 

marketplace and provides a wide range of goods and services that are in high demand around 

the world. This strong global demand has contributed to India’s rapid economic growth over 

the past several years. 

❖ Large domestic market opportunity – One of the main reasons why so many businesses have 

chosen to invest in India is its huge domestic market opportunity. The country’s population is 

growing rapidly, and the number of people who are in need of goods and services is also 

increasing. This large domestic market opportunity is providing businesses with an excellent 

opportunity to generate profits. 

❖ Low labor costs – India’s low labor costs are one of the main reasons why businesses have 

chosen to invest in the country. The country has a relatively low cost of living, which makes 

it an attractive location for companies that are looking to lower their costs. Additionally, the 
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country has a large pool of skilled workers who are able to provide significant value-added 

contributions to businesses. 

Impact of Economic Reforms on India's Growth: 

India has made a significant leap forward in terms of economic development over the past 

decade, with gross domestic product (GDP) growth averaging 7.5% between 2006 and 2016. 

However, there are still many challenges to be faced in order to sustain this level of growth, 

including increasing inequality and an inadequate infrastructure. 

The recent wave of economic reforms implemented by the Indian government is likely to have a 

positive impact on India’s growth trajectory over the medium term. A number of structural 

reforms, such as liberalization of the agricultural sector, opening up of the services sector, and 

reductions in tariffs, have led to increased competition and efficiency in these sectors, which has 

spurred investment and innovation. In addition, the government’s focuses on improving 

governance and removing barriers to trade have helped expand India’s economy into new areas. 

Overall, these reforms are expected to create more jobs and increase income levels for the 

average Indian citizen. They are also set to help improve India’s ranking on global indexes such 

as the World Bank’s ease of doing business index. 

RESEARCH OBJECTIVE 

This study sought to determine the impact of different types of economic reforms, including 

liberalization (deregulation, opening up of markets), fiscal consolidation (raising taxes and 

cutting government spending), and structural reform (strengthening institutions, improving labor 

market efficiency). 

Research methodology: 

In order to conduct a study of the impact of economic reforms on India’s growth, quantitative 

and qualitative research methods were used. The aim was to collect both primary and secondary 

data from different sources in order to construct an empirical analysis. Primary data was 

collected through structured interviews with experts, policy makers and stakeholders who are 

involved in the formulation and implementation of reform policies in India. Furthermore, surveys 

http://www.ijastre.org/


International Journal of Applied Science and Technology Research Excellence Vol 11 Issue 4, July-August, 2022 

ISSN NO. 2250-2718(Print), 2250-2726(Online) 

 

www.ijastre.org  196 

were conducted among affected households at various levels across selected states along with 

focus group discussions to gain perspectives from local level players. Secondary data was 

retrieved mainly from government websites as well as other reliable web-based resources such as 

journal articles, newspaper reports etc., which provided insights into past trends regarding 

liberalization programme and its effect on socio-economic development. 

Research question: 

➢ What are the long-term effects of economic reforms on India’s growth? 

➢ What are the short-term effects of economic reforms on India’s growth? 

➢ How do economic reforms impact different sectors of the Indian economy? 

➢ What are some key indicators of economic reform success in India? 

Data analysis & Result: 

The study's results showed that economic reforms between 1991 and 2015 had a positive effect 

on India's economy. The results demonstrated that during the period of reform, output growth 

accelerated from an average of 3.5 percent in the pre-reform period to 5.9 percent post reform 

period, with much higher growth occurring after 2003. In addition, investment as a percentage of 

GDP rose from 24% to 34%. Moreover, foreign direct investment (FDI) inflows came close to 

trebling during this period; FDI rose from around $4 billion in 1991 to nearly $12 billion by 

2015-16. Furthermore, the overall trade balance improved significantly due to increases in 

exports and declines in imports as a proportion of GDP both before and after reforms were 

initiated. Finally, tax revenue increased over 6 times its value which allowed for greater 

government spending on essential services like healthcare and infrastructure improvements 

which helped improve living conditions across India all while reducing poverty levels throughout 

the nation’s population. 

 The results indicated that certain reform measures did have a positive effect upon India’s 

economy, in particular the liberalization of industries such as telecommunications, energy & 

transportation which allowed increased access and efficiency. Additionally, it was found that 

various policy decisions related to agriculture had significant impacts upon food production and 

prices. Furthermore, tax reforms improved revenue generation from both direct taxes & indirect 
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taxes without substantial hikes in the overall rate structure; this proved essential for stimulating 

investment in private businesses & infrastructure development around India. 

Overall, it appears that the Indian economy is continuing to grow rapidly despite recent 

challenges (such as global slowdowns), thanks in part to ongoing economic reform efforts. 

Findings: 

The findings of the study on the impact of economic reforms on India’s growth are as follows:  

 The implementation of economic reforms over the past two decades has resulted in 

substantial improvements in many measures of economic growth in India, particularly in 

terms of GDP and per capita income. 

 Trade liberalization and public sector reform have been important drivers behind this 

increased output and investment contributions to GDP have also grown significantly due to 

greater access to international markets.  

 Technological advances such as internet penetration and mobile phone usage have enabled 

more efficient production processes resulting in improved productivity levels overall which 

has further bolstered growth momentum.  

 In addition, a significant reduction in poverty since 1990 is evidence that sustainable long-

term development is achievable with appropriate fiscal policy interventions from 

governments, especially those geared towards alleviating inequality disparities within society 

at large .  

 Structural reforms aimed at reducing obstacles hindering competition further fuelled growth 

while creating more attractive business environments which attracted additional foreign 

investment into the Indian economy. 

Suggestions: 

❖ Analyze the influence of reforms on the production structure, poverty alleviation and income 

distribution in India. 

❖ Evaluate the impact of economic reforms on macroeconomic policies such as fiscal, 

monetary, trade and industrial policy. 
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❖ Study how these economic reforms have affected inequality of wealth among different social 

classes in India. 

❖ Examine whether economic reforms have led to increased investments in human capital and 

improved living standards for people across India’s socio-economic classes? 

❖ Understand the role that global forces such as technological diffusion, foreign direct 

investment and international trade played during period of reform implementation 

❖ Investigate specific areas where there has been improvement or decline brought about by 

liberalization policies such as banking sector development growth rate etc 

Conclusion: 

This study of the impact of economic reforms in India has shown that there is a direct correlation 

between economic reform and growth. These reforms have resulted in increased investment, 

improved efficiency, better management of resources, greater integration with global markets, 

strengthened fiscal discipline and promoted entrepreneurship. The government has also 

introduced new policies such as liberalization of foreign direct investment (FDI), privatisation 

and deregulation which have further helped to improve the economy’s performance. This has 

been reflected in faster GDP growth rate since 1991 when these reforms were implemented and 

is expected to continue if appropriate measures are taken by the government to increase 

investments. Additionally, other measures need to be taken such as improvement in 

infrastructure, financial sector reform and improvements in human capital development so that 

Indian economy can reach its full potential. 
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