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Abstract  

Policy changes and economic effects transformed India's economy from 1980 to 1999. In the 

early 1980s, modest reforms to reduce state control and encourage private sector involvement 

set the stage for more sweeping changes in the 1990s. After a severe balance of payments crisis, 

deregulation, trade liberalization, and pro-business policies pushed India toward a market 

economy in the early 1990s. In 1980-1999, GDP grew 6% due to rapid economic expansion, 

technical advancement, and increasing productivity. Growth accounting exercises show that 

while physical capital and education were important, the rise in Total Factor Productivity (TFP) 

from the early 1980s onwards marked efficiency and production technology advancements. 

These advances were hampered by income inequality and geographical differences, highlighting 

India's complicated economic change throughout this crucial period. These findings demonstrate 

India's diverse economic evolution, driven by structural reforms and internal dynamics. 
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49 | P a g e  
 

1. INTRODUCTION 

An important turning point in the history of India's economy occurred between the years 1980 

and 1999. During this time period, India underwent a substantial transition from an economy that 

was primarily based on agriculture to one that was more diversified and industrialized. In the 

early 1980s, economic reforms were gradually implemented with the goal of reducing the 

amount of control exercised by the state and increasing the amount of engagement from the 

private sector. Although these first adjustments were rather minor, they ultimately laid the 

groundwork for more extensive policy changes that would be implemented in the decades that 

followed. 

An important turning point in India's economic history occurred when liberalization measures 

were implemented in the early 1990s. As a response to the acute crisis that was occurring with 

the balance of payments, the government implemented a number of structural reforms. These 

adjustments included deregulation, the elimination of trade barriers, and the encouraging of 

foreign investment efforts. Not only did these changes contribute to the stabilization of the 

economy, but they also ushered in an era of fast economic growth, technological advancement, 

and higher productivity. As a result of the transition toward a market-oriented economy, greater 

integration with the global economy was made possible, which resulted in large foreign direct 

investment and the development of a business environment that was more competitive. 

As a consequence of these reforms, the Indian economy witnessed a tremendous increase in the 

rates of GDP growth, an improvement in living standards, and a notable drop in the levels of 

poverty. However, this time of economic prosperity also brought about issues, such as increased 

income disparity and geographical differences. These challenges presented themselves during 

this period. In order to provide a full picture of India's economic evolution during this period of 

transformation, the purpose of this research study is to investigate the causes of these economic 

changes, in addition to identifying the important catalysts that propelled growth and analyzing 

the many results that resulted. 
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2. LITERATURE REVIEW 

Ganguly, S.(2011)thought about the astounding changes that have occurred in India since 1980, 

when the country's strong leader Indira Gandhi was assassinated. The Nehru-Gandhi era came to 

an end with her passing and the death of her son Rajiv seven years later. Despite being one of the 

few democracies in the developing world, the nation has undergone significant changes to its 

political, economic, and social landscape, wiping out many of the policies implemented by these 

previous governments. Leading South Asian political scientists SumitGanguly and Rahul 

Mukherji map these developments, focusing in particular on social and political mobilization, the 

BJP's rise to prominence and its opposition to Nehruvian secularism, and changes in foreign 

policy that, when combined with India's rapid economic growth, have guaranteed the country a 

prominent place on the international scene. 

McCartney, M. (2009)studied the crucial years of India's liberalization, from 1991 to 2008. It 

examines how liberalization and growth are related, focusing on the recent "miracle growth rate" 

and if it can continue given the state of the Indian economy. In order to provide an alternative 

model of state-led economic development, the book reexamines and studies the historical 

experience of planning in India between 1950 and 1980. It also considers the extent to which the 

current rapid growth is a result of liberalization and the strength of the argument for its 

continuation in the present. The book makes a substantial addition to the expanding body of 

knowledge about economic liberalization and growth, as well as the general topic of economic 

development in India and other developing nations. Students, scholars, educators, and anybody 

else with an interest in South Asia or specifically India will find it interesting. It is also a crucial 

tool for researching development economics and international political economy. 

Hans, V. (2024) investigated the effect of India's economic reforms from 1991 on FDI inflows. 

It gives a summary of the pre- and post-reform economies in India as well as the goals of the 

reforms and assesses how well they worked to draw foreign direct investment. The study 

concludes that, despite obstacles such bureaucratic roadblocks and unequal sectoral distribution, 

post-1991 reforms greatly increased foreign direct investment (FDI). This is based on a review of 

the literature, data analysis, and examination of both internal and external factors. The study 
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emphasizes diversification of investment sources as well as noteworthy FDI development in 

industries like telecommunications and electrical equipment. It also highlights the intricate 

relationship between economic liberalization and foreign direct investment (FDI) and the 

necessity for specialized measures to overcome structural limitations and encourage inclusive 

growth. 

Yoganandham, G. (2020)provided a thorough examination of the connection between these 

economic changes and the reduction of poverty in India. It investigates the complex relationships 

that exist between economic growth, income distribution, governmental interventions, and 

methods for reducing poverty. Utilizing an extensive array of empirical research, statistical 

information, and theoretical models, the study investigates how economic changes affect several 

aspects of poverty such as income poverty, multidimensional poverty, and geographical 

differences. It explores the intricacies of India's poverty situation, considering elements like the 

gap between rural and urban areas, caste and gender differences, and accessibility to essential 

services. The effectiveness of social safety nets and programs aimed at reducing poverty that are 

paired with economic reforms—like the Mahatma Gandhi National Rural Employment 

Guarantee Act (MGNREGA), targeted subsidy programs, and financial inclusion initiatives—is 

also assessed in this research. It evaluates how well they have contributed to expanding chances 

for livelihood, raising human development metrics, and encouraging inclusive growth. 

3. GROWTH: THE TRENDS AND PATTERNS 

The principal insights of the Indian economy are proven and factual due to an extended history 

of information assortment. India had a 18% education rate, a surmised 9% GDP speculation rate, 

an about 32-year future upon entering the world, an inexact 1.25% annual populace growth rate, 

and an average 3% GDP growth rate at the hour of its freedom. 

India's 2011 life expectancy at birth was approximately 67 years, its investment rate was 

approximately 36% of its GDP, and its literacy rate was approximately 74.04% (Ibid). The GDP 

grows at a pace of about 4.80% annually, whereas the population grows at a rate of about 1.5% 

annually. Since growth is the primary subject of the article, we should analyze GDP growth and 
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growth rate, which are displayed in Table 1 beneath. The annual averages of growth rates and 

averages over plan periods are displayed in this table. 

Table 1:Genuine GDP and Gross Capital Formation's Annual Growth Rate, 1980-1999 

Year Annual Growth Rate of GDP at 

Component Costs 

Gross Domestic Capital Formation (% of 

GDP at Component Cost) 

1980-81 7.3 23.48 

1981-82 6.1 23.37 

1982-83 3.0 22.80 

1983-84 7.5 21.70 

1984-85 4.5 22.18 

Average 

1980-85 

5.8  

1985-86 4.7 25.22 

1986-87 4.5 24.49 

1987-88 3.6 26.25 

1988-89 10.3 27.50 

1989-90 6.5 28.25 

Average 

1985-90 

5.7  

1990-91 5.5 30.29 

1991-92 1.5 26.02 

1992-93 5.0 27.27 

1993-94 5.7 26.40 

1994-95 7.5 29.70 

Average 

1990-95 

5.2  

1995-96 7.5 30.75 
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1996-97 7.6 27.95 

1997-98 4.6 27.92 

1998-99 6.7 25.60 

1999-00 6.3 29.42 

Average 

1995-00 

6.7  

 

 

Figure 1:Genuine GDP and Gross Capital Formation's Annual Growth Rate, 1980-1999 

In view of a quick assessment of Table 1's measurements, apparently the growth rate during the 

1950s, 60s, and 70s has been generally 3.5% annually, which is known as the "Hindu rate of 

growth." No top to bottom examination has been directed up to this point. The populace is 

developing at an average yearly rate of around 1.9%, which converts into an average annual 

GDP growth rate per capita of around 1.5%. The Indian economy is significant, by the by, on the 

grounds that beginning in the 1980s, the growth rate shows a rising propensity, averaging almost 

6% from 1980 to 1999. 
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Since you have a fundamental comprehension of the outright figures included, Table 2 gives the 

genuine GDP (at market costs), genuine GDP per capita (at market costs), and the size of the 

Indian populace. The GDP at market costs incorporates aberrant duties net of sponsorships, 

which is the fundamental differentiation between the GDP at factor costs and the GDP at market 

costs. Since the last option is believed to be a more accurate sign of expectations for everyday 

comforts, I have decided to introduce GDP and GDP per capita in outright terms at market costs. 

Table 2: Selected Years' Population, GDP, and GDP per Capita at Market Prices 

Year Population (in millions) GDP (in millions constant) GDP per Capita 

1980 685 152,623 225 

1985 767 198,169 260 

1990 852 268,025 318 

1995 935 345,397 373 

2000 1,014 457,375 452 

 

Table 2 makes it apparent that albeit the number of inhabitants in India has dramatically 

increased during the 1980s, the GDP has developed by in excess of multiple times over that 

equivalent period. I have decided not to show the total time series for GDP per capita or 

populace since the populace gauges for India are gotten from information from the Registration 

of India. 

As we reach the finish of this part, it is critical to take note of that India is turning into the 

fostering scene's most remarkable economy, in addition to a provincial one in South Asia. This is 

obvious from the way that India has reliably been among the top countries since information on 

Buying Power Equality (PPP) opened up. By ostensible GDP, India's economy is right now the 

10th biggest on the planet, while by PPP, it is the third biggest. 
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4. GROWTH: THE ORIGIN, CAUSES AND CONSEQUENCES 

Now that we have more information about the growth performance, let's examine the GDP 

growth rate in Table 1 once again. Take note of how little the yearly growth rates' peaks have 

changed over time; instead, the frequency and severity of the downturns have increased. There 

have only been three years during the 1980s when the GDP has somewhat declined. The trends 

are not very visible to the unaided eye because of the massive volume of noise. Nonetheless, an 

example becomes obvious when we smooth out these yearly varieties and on second thought 

inspect averages of numerous long periods of increment (see Table 1). The average growth rate 

stays consistent until generally the centre of the 1970s, so, all in all it begins to rise, and it has 

kept on doing as such until the present. The average annual growth rate figures for every one of 

the five-year plan periods support this. During the Fifth Arrangement period, 1974-79, average 

yearly growth surpassed 5% interestingly and has never fallen underneath that. The Eighth 

Arrangement time frame, 1992-1997, saw an emotional leap in growth, with an average annual 

growth rate of 6.7%. 

All signs highlight the economy developing at around 8% annual growth during the 10th 

Arrangement time frame. Considering that India's populace is developing at a far slower rate 

than it did thirty or quite a while back (1.5% in 2012-13 versus 2.22% in 1971-728), the 

expansion in per capita pay growth rate from the 1960s and 1970s to the present has been 

considerably more articulated. The variables that prompted the extension of the Indian economy 

are controversial among financial specialists. The surviving writing features two essential points 

of view. The authority proof displayed in Virmani, Rodrik and Subramanian, Wallack, and 

Balakrishnan and Parameswaran demonstrates that the GDP growth series shows an underlying 

split toward the finish of the 1970s and the start of the 1980s. The last option, for instance, 

distinguish 1978-1979 as an underlying break year for the GDP growth series utilizing a relapse 

based least squares approach that doesn't randomly segment the information as indicated by pre-

chosen break focuses. These creators discredited the broadly acknowledged conviction, partook 

during the 1990s by the overall population and a sizable piece of the financial expert local area, 
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that the mid 1990s strategy changes were the essential explanation of the speed increase of 

growth. 

To acquire further understanding into this conversation and the components of the post-1980s 

growth, how about we inspect the results of Bosworth et al's. growth bookkeeping exercise. The 

objective of growth bookkeeping is to separate a country's economic growth rate into the 

commitments of different sources. The methodology decides the commitment of the different 

elements (like work and actual capital) and a lingering, known as the All-out Variable Efficiency 

(TFP), expecting a particular total creation capability and cutthroat business sectors. A change in 

the TFP demonstrates an adjustment of creation innovation or effectiveness. The activity's results 

are shown in Table 3 beneath. 

Table 3: Developmental Contributions (as an Annual Percentage Rate of Change) 

Chosen 

Periods 

Results Jobs Output per 

Worker 

Actual 

Capital 

Land literacy Factor 

Efficiency 

1960-73 3.5 1.9 1.4 1.2 0.3 0.2 0.3 

1974-83 4.4 2.5 1.9 0.8 0.3 0.4 0.7 

1984-93 5.2 2.0 3.0 0.8 0.2 0.4 1.8 

1994-99 7.2 1.3 5.9 2.5 0.2 0.5 2.9 

2000-04 6.2 2.2 3.7 1.3 0.2 0.5 2.1 

1960-04 4.5 1.9 2.7 1.3 0.2 0.4 1.3 

1960-80 3.6 2.1 1.4 1.1 0.3 0.3 0.4 

1980-04 5.9 2.0 3.9 1.5 0.1 0.5 2.1 
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Figure 2: Developmental Contributions (as an Annual Percentage Rate of Change) 

The growth before 1980 is primarily linked to a rise in factors, whereas the growth after 1980 is 

linked to a rise in factors—but more significantly, a rise in TFP—as the above table illustrates. In 

the wake of analyzing the total time series, they presume that the TFP growth truly took off in 

the mid-1980s and has been on the ascent from that point onward. This outcome is in accordance 

with the consequences of other TFP growth examinations.These creators battle that 

notwithstanding the critical underlying changes to the economy, the expansion in TFP is 

basically the consequence of further developed area execution as opposed to a redistribution of 

assets from low-efficiency ventures like farming to higher-efficiency enterprises like assembling 

and administrations. In any case, what caused this unforeseen spike in TFP? Albeit the changes 

of the 1980s — which included charge rate decreases, restricted import progression, modern 

delicensing measures, and hostile to work strategies — were not especially huge, Rodrik and 

Subramanian battle that since India was beneath its creation plausibility wilderness, a little 

trigger might have brought about an enormous reaction in TFP. In that situation, the expansions 

in TFP wouldn't address a change in the actual boundary, yet rather a development towards it. As 

a rule, they accept that the expansion in the TFP and total growth rate might be generally made 

sense of by a change in perspectives toward "supportive of business" strategies rather than the 

"favorable to showcase" ones of the 1990s. 
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5. CONCLUSION 

India's economy underwent a dramatic metamorphosis between 1980 and 1999 as a result of 

important policy changes and their knock-on impacts. India first implemented hesitant reforms in 

the early 1980s to promote private sector involvement and lessen state control. Later, in the early 

1990s, in response to a serious balance of payments problem, the country implemented more 

extensive liberalization measures. Deregulation, trade liberalization, and pro-business policies 

were some of the reforms that drove India's economy toward a market economy and promoted 

quick GDP development, advanced technology, and higher productivity. The increase in Total 

Factor Productivity (TFP) that was observed starting in the early 1980s highlighted the 

importance of efficiency gains and technical advancements in maintaining economic growth. 

Nonetheless, issues like regional and income inequality continued, highlighting the complexity 

of India's economic development throughout this crucial time. All things considered, India's 

metamorphosis represents the interaction between structural changes and internal dynamics that 

molded its rise to prominence in the world economy by the year 2000. 
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