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LIBERALISATION, PRIVATISATION
AND
GLOBALISATION: AN APPRAISAL

The origin of the financial crisis can be traced from the inefficient management of the Indian
economy in the 1980s. We know that for implementing various policies and its general
administration, the government generates funds from various sources such as taxation, running
of public sector enterprises etc. When expenditure is more than income, the government
borrows to finance the deficit from banks and also from people within the country and from
international financial institutions. When we import goods like petroleum, we pay in dollars

which we earn from our exports. 1980 & 22T H AR TTcTTEAT & 38TH Yo &
faciar Hene T 3cafel 1 YT oemAT ST ehell &1 §H Sield o o [t sifaar 3T
SHeh HHATT JATH T ol el o [T, ThR AT Al i e, Aidolioleh
819 & 3ETAT I Tolel 3G ¥ U 3cUee] Hl ol o9 3T F 310 @T giar g, ar
THR dehl @ °1¢ T [GAUINT Tl & TAIU IUR oIl § AR ol & 7 g & iR
IR 3ROSR [T gTaE @1 99 g9 deifoad J9 I &7 3Td R §,
§H STl H I X § it & 39« f¥afa & At &

Development policies required that even though the revenues were very low, the
government had to overshoot its revenue to meet challenges like unemployment, poverty and
population explosion. The continued spending on development programmes of the government
did not generate additional revenue. Moreover, the government was not able to generate
sufficiently from internal sources such as taxation. When the government was spending a large
share of its income on areas which do not provide immediate returns such as the social sector
and defence, there was a need to utilise the rest of its revenue in a highly efficient manner. The
income from public sector undertakings was also not very high to meet the growing
expenditure. At times, our foreign exchange, borrowed from other countries and international
financial institutions, was spent on meeting consumption needs. Neither was an attempt made
to reduce such profligate spending nor sufficient attention was given to boost exports to pay for




the growing imports. fadr@ AIfaar $r maegsdr &t f& & g Toed Igd HA @,
SIS, TNET 3R SeaEar faehie Sl gAlfadt &1 aEear @t & T TR o
39eY ITSTEd T TAIETOT ShdelT 93T TFR & [ahT wrdshaAl 9 fokax @ & 3faled
TASTET 3coed oTel 3T FHR e, TLHR HUY S JARe dial § gaed &9
d 3ol FlA H GETH oI A S ARR HYAT T 6 Teh 997 REAT 37 &3 W
Y R W@ A S Ao et 3R e S dosre Reed yere 78 aa €, ar 379+
SThY IGTET T AT FAT T & ITANT FA FI JEAThl A TS &
& 3UhAT F 3T 8 9o T FN T A & AT §ga 30 A M +5 IR, g7
facel Her, 37 eif 3R HASET faediar Feuret @ 3UR foram Sirar on, 3user 6
STl T QR A W @ RAT ST A1l o o 30 R & AYel TT H A A
T 9 fhar I m AR o & ded IR & ETdE F fAv AT #r gerar oo &
T gaicg eaeT fe=am IR

In the late 1980s, government expenditure began to exceed its revenue by such large
margins that meeting the expenditure through borrowings became unsustainable. Prices of
many essential goods rose sharply. Imports grew at a very high rate without matching growth
of exports. As pointed out earlier, foreign exchange reserves declined to a level that was not
adequate to finance imports for more than two weeks. There was also not sufficient foreign
exchange to pay the interest that needed to be paid to international lenders. Also no country or

international funder was willing to lend to India. 1980 & 2/ & 3aUY H, TIHRT TT
gdsl 93 AfSlT ¥ 30 Toied ¥ 3% g o) & 3UR & Agd7 § @I & Q@
AT HARET g1 AT g HETeh TEGIT T DA doll § a6 AT Hr gefer
& foarr Jmara sgd AfOs X F g3m ST F uger gdrar @ o, fagel Aar sER
Ueh TR deh O 1T S & Oedig § A8e & fov fag 3mara & foe gaeq A6 an)
IRISE SURETAT3T #1 QU el aTel sATel HT T el & fow gaied fagel g
o 78T Ar1 3T 3Temar dIs &7 U IT AT B8 HRA Hl Fol ¢ol Hl dIAR gl
AT|

India approached the International Bank for Reconstruction and Development (IBRD),
popularly known as World Bank and the International Monetary Fund (IMF), and received $7
billion as loan to manage the crisis. For availing the loan, these international agencies expected
India to liberalise and open up the economy by removing restrictions on the private sector,



reduce the role of the government in many areas and remove trade restrictions between India

and other countries. IRA & SeIIATT sob BR RepEearled US 3ddUHc (IBRD) ¥ TUH
forar, o8 faea & 3R FRTSET AT HIY (IMF) & AH § e ST g, 3R 8
Hhe ol Jatd A o T 7 foforage sieR &1 HoT red foham| =oT &1 omsT 331
& T, 57 IRUSET Toifdar o 357G fT fof T ol &7 W gfaeyl o gera
3YTEYT AT JFd FM AR $3 &6 H TRR A HfART T HA M AR HRA
3R 3T 3 & g eaaR gfasyr Fr gerem|

India agreed to the conditionalities of World Bank and IMF and announced the New
Economic Policy (NEP). The NEP consisted of wide ranging economic reforms. The thrust of the
policies was towards creating a more competitive environment in the economy and removing
the barriers to entry and growth of firms. This set of policies can broadly be classified into two
groups: the stabilisation measures and the structural reform measures. Stabilisation measures
are short- term measures, intended to correct some of the weaknesses that have developed in
the balance of payments and to bring inflation under control. In simple words, this means that
there was a need to maintain sufficient foreign exchange reserves and keep the rising prices
under control. On the other hand, structural reform policies are long-term measures, aimed at

improving the efficiency of the economy and increasing its international competitiveness by
removing the rigidities in various segments of the Indian economy. The government initiated a

variety of policies which fall under three heads IRd o fdg d& 3R HI%'QTFQ'CF $r erar
W HEATT Fad H1 IR 5 e Afd (TAsdh) $r avom il Tagd H g
M GUR AT A Afadt &1 IR degaedr & it gfaeaddl aAgla de e
3R wAT & gaer R era i arensd w gy A H AR anl A & 56 a@eg
I A AR 9T a1 WG A afich fRAT ST Wbl §: [EudieRor 3uTd 3N EXEecHS
FUR 3017|  TEU{ROT UM eudhliceh UM &, TSIl 36T 3o $& hHeiRaAl
P g FAT § S IAA TJeld H fapfaa g5 ¢ IR AxeRfa @1 fFe=or &7 e
gl W Asal H, FHHT Adeld ¢ b gAied Tl Aol SR T T@el 3R ded
hrAc # ATA0r F @A d Iaegedr A q@l AR, TWEAcHS JUR Afaar
dreehifereh 3UTT g, ToTHehl 36620 HARAT J¥egaedr & faffest &1 # FoRar
gereny HACTAEAT &l G&TaT H FUR Fell 3R SHAI FRASET Fiaeqel serelm gl
TWHFR F F$ g B Afadr E A A AT vogEt & iaaTa e §




