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In 1991 the Indian economy faced a severe balance of payments crisis which is otherwise called as Economic
crisis in 1991. To counter this economic crisis a wide-ranging economic program was launched, not just to
restore the balance of payments but to reform, restructure and modernize the economy. In this article, we will
understand the economic crisis of 1991 that is important for a MPSC aspirant.

1991 A URHT SRiaRIdT 47 dqa-rean 1R TeerT T-T HR1aT ArTal Sardl ST 1991 ° 3fded ddhe
Tged 4. A1 e Adherdl Gohiac HRUANIS], Hdw ¢ddidl JHAd JAudarid HRUGNIe! 9 o) JUROM,
T TfOT Srfaraed STYfABIHRuT RUaITS Ueh Aueh e HRIHH Y& HRUATd ST, I AT ST
1991 T TP Yohe TAS U3 of MPSC SHGARTNIS! HEw@d 3Te.

What was the Economic Crisis of 1991?

e At the time of independence, most of the population was engaged in agriculture as the sole source of
livelihood.

e There were problems with the menace of previous policies of the English government such as the
zamindari system, etc. Hence, industrial development was given preference during the first and the
second five-year plans.

e To prevent private monopolies, the public sector was given importance, this led to lavish spending
and an economic crisis.

e This coupled with the international events which increased the price of oil and imports and poor forex
reserves gave way to the crisis of 1991.

1991 T 3N The B gla?

o WA BN, Igdd AlbHBT Jusiiidbal UhHd Felld BUH e Jdeiel gidl.

o U WHRSAT GalT YRUMAT HIaTd S &1 THHGR! a1 ST THTIT GIcT. AT Ufgedn 31for g1 vaaiitics
o SNl faswTaran wa=y Suard ST,

o WOt HFAGR IAFUARITSY, TS SATAT We<d SUaTd 3MTd, IS YdE W 3N1fo1 31 Tave fnfor gma.

o IrHT NS HRRIPIY YIS derreat foradia are selt Sfdr smara Snfor HH weta I et it 1991
T GeheTar ARt fea.

Factors that Led to the Economic Crisis of 1991

e The increase in prices and the inflation rate was also increased from 6.7% to 16.7% led to the country’s
economic position.

e The fiscal deficit was increased due to an increase in non-development expenditure, this resulted in a
rise in public debt and interest.

o Interest liabilities became 36.4% of total government expenditure.

e Decrease in performance and profits of PSUs.

e India’s foreign exchange reserves decreased in 1990-91 and became insufficient to pay for an import
bill for 2 weeks.

1991 =T 3T FHeTdl HRUNYT gcdh
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o T ST HETISET &R 6.7% I 16.7% Td Aleed ¢RI 3M1fdid U gura.

o IR-famm Wald are I faxita ge aredt, arar uRomm grase dof 3fdT e arevard e,

o TRV WHR TN 36.4% T <4 3MTedl,

e PSU = SRR 3101 THITd ¥e.

e 1990-91 G YRAT WD Te-Tal T1ST HH! AT ST 2 STSaSATS! ST foet URUITATST Tl S{YRT Tel.

Impact of International Events on the Economic Crisis of 1991

e The collapse of the Soviet Union proved that socialism was not suitable as a model to be followed by
the Indian economy.

e Industrial revolution in China by the introduction of market-friendly reforms by Deng Xiaoping.

o Gulf war of 1990-91, led to a rise in petrol prices, this reduced the inflow of foreign currency from Gulf
countries which further aggravated the problem.

e To bypass the Balance of Payment (BoP) issues, India borrowed huge sums from the International
Monetary Fund (IMF).

e The Asian financial crisis of 1997-99 impacted the economic growth of the Indian economy.

e Import of technology was restricted and Foreign Direct Investment (FDI) was discouraged.

1991 =1 3N YeheTaR AP geiar UHTd

o Jifeud g yae § g 9d & YR iR SaR0 S uaTe! JHISaIG aig g,

o ST TN i SORUSET 3B d GURUN Hed TH 3enfire wid.

e 1990-91 =T AT JZIS Ui [Had dTee, IS A GRITHYA WD Il g HH! el ST
U] TURGT dTG .

o A 3 9HC (BoP) THWIMT ST HRUITTS!, WRATH ARS8 Aroi=reft (IMF) g Aiour 3o W ool tad.

o 1997-99 =1 AT e Taherar uumy YR srfeawien sifife areta] S,

o THAIMIAT SRR FeY SIvard $HTd ST A R Jaqusiar (THSISTd) URTgH HRUdTd 3Td.

Conclusion

During the economic crisis of 1991, the government was forced by circumstances to borrow against the
security of the Gold Reserves, this gave way to the devaluation of currency followed by partial
convertibility of the rupee. Various international events such as the Gulf war, impacted the inflow of
remittances, trade, etc. All this spiraled into what was witnessed as the economic crisis of 1991 in the
Indian economy
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1991 =1 3MMH FeheTerrH, WHRA URMRYTHS =Tt qraarear JRATTS! &l 9ol YT ISd, 1S Ta-ra
ST TS ST AR SO SH=1A: TR FTeH. SRAT GRS fafdel SRS gsmIs ar aRomy
e, TR AR A, § ¥4 HRAT SRIIaRId 1991 27 31fie ddhera =urd defiaR o gid.
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