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MODEL ANSWER

Q. The Liberalization, Privatization, and Globalization (LPG) reforms of 1991 marked a
paradigm shift in India’s economic policy, spearheaded by leaders like Dr. Manmohan Singh.
Critically analyze the impact of these reforms on India’s economic growth, social equity, and
global positioning.

The Liberalization, Privatization, and Globalization (LPG) reforms of 1991, spearheaded by Dr.
Manmohan Singh as the then Finance Minister, marked a pivotal moment in India’s economic history.
Triggered by a severe economic crisis, these reforms aimed to dismantle restrictive controls, reduce
state dominance, and integrate India with the global economy. While they spurred economic growth,
they also raised concerns about equity and sustainability.

Impact of LPG Reforms

Economic Growth
e Enhanced GDP Growth: India’s GDP grew from $270 billion in 1991 to $2.9 trillion by

2020, with an average growth rate of 7% per annum. Dr. Manmohan Singh’s policies laid the
foundation for this transformation by emphasizing fiscal discipline and structural adjustments.
Foreign Investments: FDI inflows increased from $97 million in 1991 to $82 billion in
2020-21, boosting infrastructure and industrial sectors.
Industrial Development: The dismantling of the License Raj enabled exponential growth in
sectors like IT, telecom, and automobiles.

Social Equity
o Poverty Reduction: Poverty rates declined from 45% in 1993-94 to 22% in 2011-12.
o Employment Generation: Job creation improved, but 88% of the workforce remains in the
informal sector, reflecting limited formal employment opportunities.
Income Inequality: Rising disparities highlighted the unequal distribution of reform benefits,
with urban areas outpacing rural ones.

Global Positioning
e Trade Integration: India’s share in global trade increased from 0.5% in 1991 to around 2%
in 2022, showcasing improved competitiveness.
Economic Growth: India is currently the fifth-largest economy in the world, with a GDP of
$3.89 trillion at current prices, growing at an impressive rate of 8.2 per cent in FY23-24.
Economic Diplomacy: The reforms, guided by Dr. Singh’s strategic vision, positioned India
as an emerging global economic power and a preferred investment destination.

While transformative, the LPG reforms also brought challenges. Jobless growth emerged as a
concern, with economic expansion failing to create sufficient formal employment. Regional
disparities widened, benefiting urban and industrial hubs more than rural areas. Income inequality
increased, deepening the wealth gap. Additionally, rapid industrialization and urbanization led to
significant environmental degradation.

Thus, the LPG reforms, with Dr. Manmohan Singh at their helm, transformed India into a rapidly
growing economy with enhanced global integration. However, challenges like jobless growth, income
inequality, and environmental degradation underscore the need for policies that ensure inclusive and
sustainable growth while balancing economic expansion with equity and environmental protection.
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