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Basics
● Shaped India’s transition- 

centrally-planned, highly regulated, 
and largely closed economy to an 
open (in terms of trade), liberalised 
(in terms of regulations and 
restrictions), market economy.

Backdrop of Crisis
Dwindling Foreign Exchange Reserves- 
few weeks import coverage

○ Fiscal Deficit: The fiscal deficit during 
1990-91 -around 8.4% of GDP.

○ Gulf War I: In 1990-91, the situation 
was aggravated by the rise in the 
price of oil due to Iraq’s invasion of 
Kuwait.

○ Rise in Prices: The inflation rate 
increased from 6.7% to 16.7% due to a 
rapid increase in money supply and 
the country’s economic position 
became worse.

Liberalising Industrial Policy
● Abolition of industrial license permit 

raj
● Reduction in import tariffs, etc.
● Amended the Monopolies and 

Restrictive Trade Practices (MRTP) 
Act

● Narasimham Committee Report of 
1991- 
○ SLR - 38.5 percent to 25 

percent over a three-year 
period.

○ CRR- 25 per cent to 10 percent 
over a period of four years.

○ Bank branch licensing policy 
and setting of interest rates by 
lenders were also liberalised. 

Beginning of Privatisation
● Deregulation of markets
● Banking reforms
● Number of areas reserved only for 

public sector companies- 17 to 8.
● 80 percent of the industry- taken 

out of the industrial licensing (MRTP) 
Act 

Globalisation
● Integrate the Indian economy with 

the world economy 
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● Reduction of  trade 
barriers-facilitating the free flow of 
capital, technology, and labour. 

● Reduction of the trade import duties
● Allowed direct foreign investment of 

up to 51 per cent foreign equity and 
removed bottlenecks to facilitate 
foreign technology agreements in 
high-priority industries.

● Exchange rate correction.

Impacts of  Economic Reforms
● GDP growth rate- around 7% per 

annum since the reforms, 3.5% in the 
preceding three decades. 

● FDI inflows - $97 million in 1990-91 to 
$81.72 billion in 2020-21. 

○ Boosted industrial 
development and job creation.

● Services sector's contribution -risen 
from 37.2% in 1990-91 to 54.3% in 
2020-21.

Issues
● Increased Inequality: Uneven 

Distribution of Wealth
● Job Losses in Traditional Sectors
● Environmental Degradation
● Rise in Non-Performing Assets 

(NPAs)
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Economic Reforms

Mains Practice Question
Discuss the impact of LPG reforms on the Indian economy. Do you think these 
reforms have been successful in achieving their intended objectives of economic 
liberalization and growth. (15 Marks 250 Words)
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Drug Abuse  in India
● India has the 4th largest quantity of 

opium seized in 2020 at 5.2 tons, and 
the 3rd highest amount of morphine 
was also seized in the same year at 
0.7 tons-  World Drug Report 2022

● India accounted for 7% of the global 
opium seizures and 2% of the global 
heroin seizures in 2019- United 
Nations Office on Drugs and Crime 
(UNODC)

Reasons for  High Drug Abuse

What should be done?

Mains Practice Question
"Drug abuse has become a significant public 
health and social issue in India, affecting 
millions of individuals across different age 
groups and regions. Analyze the major reasons 
behind the rising drug abuse in India and 
suggest comprehensive solutions to tackle this 
problem at the national level."
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Prelims Pointer
● CPI- tracks the change in retail prices 

of goods and services which households 
purchase for their daily consumption.
● Base year is 2012.
● National Statistical Office (NSO) 

MoSPI
● WPI- represents the price of 

goods at a wholesale stage i.e. 
goods that are sold in bulk and traded 
between organizations instead of 
consumers

● Base Year- 2011-12
● OEA

Household Consumption 
Expenditure Survey 
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Current Account Deficit
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UPI Transactions via PPIs
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● The Prime Ministers Citizen Assistance and Relief in Emergency Situations Fund 
(PM CARES Fund) - created on 28 March 2020, following the COVID-19 pandemic

● Aim: created for combating, and containment and relief efforts against the 
coronavirus outbreak and similar pandemic like situations in the future.

● Registered as a Public Charitable Trust.
Objectives:

● To provide assistance and relief to all the affected persons in the event of any 
calamity, disaster, public health emergency or any other emergency of any kind 
that may be either natural or man-made. 

● Creation as well as upgradation of any pharmaceutical facilities, funding a 
research, creation or upgradation of any necessary infrastructure, 
healthcare support 
or any other 
kind of support. 
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FCRA Validity of NGOs
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Q1.  Which of the following statements regarding 
the Consumer Price Index (CPI) and the 
Wholesale Price Index (WPI) are correct?

1. CPI measures price changes at the retail 
level, whereas WPI measures price 
changes at the wholesale level.

2. CPI includes services like education and 
healthcare, while WPI primarily includes 
goods.

3. The Ministry of Commerce and Industry 
publishes CPI, while the Ministry of 
Statistics and Programme Implementation 
publishes WPI.

Select the correct answer using the code below.
a) 1 and 2 only
b) 2 and 3 only
c) 1 and 3 only
d) 1, 2, and 3

Answer: a 

Q2. Regarding the Balance of Payments, 
consider the following statements:

1. Current Account records transactions 
related to trade in goods, services, income, 
and unilateral transfers.

2. Foreign Direct Investment (FDI) is recorded 
under the Current Account.

3. Capital Account deals with the flow of 
capital including loans, investments, and 
external assistance.

How many of the statements given above is/are 
correct?

a) Only One
b) Only Two
c) All Three
d) None

Answer: b

Q3.  Regarding the Unified Payments Interface 
(UPI), consider the following statements:

1. UPI allows instant money transfers 
between two bank accounts on a mobile 
platform.

2. UPI transactions can only be carried out 
during banking hours.

3. UPI enables transactions using virtual 
payment addresses without sharing bank 
account details.

How many of the statements given above is/are 
correct?

a) Only One
b) Only Two
c) All Three
d) None

Answer: b 

Q4.  Consider the following statements 
regarding the PM CARES Fund:

1. The PM CARES Fund is a statutory body 
established under the Companies Act, 
2013.

2. Donations to the PM CARES Fund qualify for 
100% tax exemption under Section 80G of 
the Income Tax Act, 1961.

3. The PM CARES Fund is audited by the 
Comptroller and Auditor General of India 
(CAG).

Which of the statements given above is/are 
correct?

a) 1 and 2 only
b) 2 only
c) 1 and 3 only
d) 1, 2, and 3

Answer: b

Q5.  Consider the following statements 
regarding the Foreign Contribution Regulation 
Act (FCRA):

1. The FCRA applies only to organisations 
receiving foreign contributions and not to 
individuals.

2. The primary objective of the FCRA is to 
regulate the acceptance and utilisation of 
foreign contributions for activities that 
could undermine national interest.

3. The registration under FCRA is valid for an 
indefinite period once granted.

Which of the statements given above is/are 
correct?

a) 1 and 2 only
b) 2 only
c) 2 and 3 only
d) 1, 2, and 3

Answer: b
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