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New Economic Policy:- It refers to economic reforms introduced since 1991 to improve the  

Productivity and profitability of economy and to make it globally competitive. This is to be 

achieved by a reorganization of present economic order with removing restrictions on the entry 

 and the growth of the firms. 

1. The New Industrial Policy measures seek to bring about a greater competitive environment  

2. The New Trade Policy seeks to improve international competitiveness with new tariff measures.                                                                                       

domestically. 

The Prime minister [Mr.P.V. Narasimha Rao] and the ministers of finance [Mr.Manmohan Singh] and  

commerce [Mr.P. Chidambaram]" announced "the formulation of the most radical program of  

economic liberalization in independent India's history. The NEP was introduced on July 24,1991. 

 

Measures of New Economic policy 

1. Stabilisation measures: The prime objective of the macro economic policy is to bring and enhance  

macroeconomic stability. Stabilization means the economic atmosphere in a national economy  

where the local as well as foreign private investors and institutions has gained confidence in starting  

business at low risk factor and sure about returns on their investments. In economic context  

stabilization plays important role which includes:  

 i)Reduction in fiscal deficit so as to improve the budgetary balance in the country.  

ii)Correction of adverse balance of payment along with increase in the supply of foreign exchange to  

finance export needs.  

iii) Control of inflation in order to assist improvement in economic growth as a whole. These  

stabilization measures are emergency measures 

2. Structural adjustment: These are long run policies, aimed at improving the efficiency of the  

economy and increasing its international competiveness by removing the rigidity in various segment  

of the Indian economy. Structural reforms are essentially measures that change the fabric of  

an economy, the institutional and regulatory framework in which businesses and people operate.  

They are designed to ensure the economy is fit and better able to realise its growth potential in a 
balanced way 



Note The difference between the stabilization policies and the structural adjustment policies is  

that stabilization policies generally focuses on macroeconomic policies or issues  

whereas structural reforms or adjustment policies focuses on microeconomic policies or issues. 

 
Liberalisation 

Liberalisation means removing all unnecessary control and restrictions like permits licences, 

protectionist  duties quotas etc. In other words, It may defined as loosening of govt. regulation in a  

country to allow for private sector companies to operate business transactions with fewer  

restrictions. 

Objectives of liberalisation :- 

1. To decrease debt burden of the country 

2. To increase the competitive position of Indian goods in the international markets. 

3. To increase competition among domestic industries 

4. To encourage export and import of goods and services. 

5.To improve financial discipline and facilitate modernisation. 

Reforms under Liberalisation 

 Deregulation of the Industrial Sector 

 Financial Sector Reforms 

 Tax Reforms 

 Foreign Exchange Reforms 

 Trade and Investment Policy Reforms 
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