
Meaning, future and objectives of new industrial policy



Meaning of New Industrial Policy

The New Industrial  Policy of India refers to the policy reforms introduced by the Government 

of India in July 1991 to improve industrial  growth,  increase eff iciency,  encourage private 

investment,  attract  foreign capital  and make Indian industries competitive in the global  

market.

The policy marked a major shift  from excessive government control towards l iberalisation,  

privatisation and globalisation (LPG).

LPG stands for:

● -  L iberalisation: Reduction of unnecessary government restrictions on business and industry.

● -  Privatisation: Increasing the role of private enterprises in economic activit ies.

● -  Globalisation: Integrating the Indian economy with the world economy through trade, 

investment and technology.



Objectives of the New Industrial Policy

● I n d u s t r i a l  g ro w t h :  To  a c c e l e rate  t h e  g ro w t h  a n d  d e v e l o p m e n t  o f  I n d i a n  i n d u st r i e s .

● L i b e ra l i s at i o n :  To  r e d u c e  u n n e c e s s a r y  l i c e n s i n g  a n d  r e g u l at o r y  c o n t ro l s .

● P r i v at e  s e c t o r  d e v e l o p m e n t :  To  e n c o u ra ge  p r i vat e  e n t e r p r i s e s  a n d  e n t re p re n e u rs h i p .

● F o r e i g n  i n v e s t m e n t :  To  a t t ra c t  f o r e i g n  d i r e c t  i n v e s t m e n t  ( F D I )  a n d  a d v a n c e d  t e c h n o l o g y.

● G l o b a l  c o m p e t i t i ve n e s s :  To  i m p ro ve  t h e  q u a l i t y,  p ro d u c t i v i t y  a n d  c o m p e t i t i ve n e s s  o f  I n d i a n  p ro d u c t s .

● E m p l o y m e n t  g e n e rat i o n :  To  c r e a t e  m o r e  e m p l o y m e n t  o p p o r t u n i t i e s  t h ro u g h  i n d u st r i a l  e x p a n s i o n .

● M o d e r n i s a t i o n :  To  p ro m o t e  m o d e r n  t e c h n o l o g y,  i n n o va t i o n  a n d  r e s e a rc h .

● B a l a n c e d  r e g i o n a l  d e v e l o p m e n t :  To  e n c o u ra ge  i n d u s t r i e s  i n  b a c k w a rd  a n d  l e s s - d e ve l o p e d  r e g i o n s .

● E x p o r t  p ro m o t i o n :  To  i n c r e a s e  e x p o r t s  a n d  s t r e n gt h e n  I n d i a ' s  p o s i t i o n  i n  i n t e r n at i o n a l  m a r ke t s .

● C o n s u m e r  we l f a re :  To  i m p ro v e  p ro d u c t  q u a l i t y,  e f f i c i e n c y  a n d  c o n s u m e r  c h o i c e .



Main Features of the New Industrial Policy

● Abolition or reduction of industrial  l icensing for most industries,  subject to specif ied 

exceptions and later changes.

● Greater participation of the private sector.

● Liberalisation of foreign investment rules.

● Reduction of restrictions on large industrial  houses.

● Greater competition and market orientation.

● Modernisation of technology and production methods.

● Reforms in the role and management of public sector enterprises.

● Greater emphasis on exports,  eff iciency and quality.



Future of the New Industrial Policy

The future of industrial  development in India depends on how effectively  industrial  reforms 

are combined with modern technology,  infrastructure,  ski l l  development and sustainable 

practices.



The major future opportunities include:

● Dig i tal  manufactur ing :  Use of  art i f i c ia l  inte l l igence,  robotics ,  automation  and data analyt ics .

● Green  industr ies :  Development  of  renewable  energy,  e lectr ic  vehic les  and  environmental ly  fr iendly  

product ion .

● Make in  Ind ia :  Expans ion  of  domest ic  manufactur ing  and  reduct ion  of  excess ive  dependence  on  imports .

● Start -ups  and entrepreneursh ip :  Encouraging  innovation  and  new bus iness  enterpr ises .

● Global  supply  cha ins :  Making Ind ia  an  attract ive  dest inat ion  for  internat ional  manufactur ing .

● Sk i l l  development :  Prepar ing  workers  for  modern industr ia l  jobs .

● MSME development :  Strengthening  micro,  smal l  and  medium enterpr ises .

● Sustainable  industr ia l i sat ion :  Reducing  pol lut ion,  waste  and  resource  consumption.



Meaning of Fiscal Policy

Fiscal  policy refers  to the policy of the government regarding taxation,  public expenditure,  

borrowing and the management of public f inances to achieve economic stability  and 

development.

It  is  an important instrument for inf luencing aggregate demand, employment,  investment,  

income distribution and economic growth.



Objectives of Fiscal Policy

● Economic  growth:  To  promote  nat iona l  income and product ive  investment.

● Pr ice  stab i l i ty :  To  he lp  contro l  inf lat ion  and reduce  excess ive  f luctuat ions  in  economic  act iv i ty.

● Employment  generat ion:  To  create  jobs  through publ i c  works  and deve lopment  programmes.

● Reduct ion  o f  inequa l i ty :  To  reduce  income and wea l th  d i spar i t ies  through progress ive taxat ion  and wel fare  

spending .

● Resource  a l locat ion:  To  d i rect  resources  towards  so c ia l l y  des i rab le  sectors  such  as  educat ion,  hea l th  and 

inf rast ructure.

● Economic  stab i l i ty :  To  reduce  the  sever i ty  o f  recess ions  and overheat ing  in  the  economy.

● Balanced reg iona l  deve lopment :  To  support  economica l l y  weaker  and less -deve loped reg ions .

● Inf rast ructure deve lopment :  To  f inance  roads ,  ra i lways ,  e lectr i c i ty,  i r r igat ion  and d ig i ta l  inf rast ructure.

● Soc ia l  wel fare:  To  prov ide support  for  d i sadvantaged sect ions  o f  soc iety.

● Publ i c  debt  management :  To  mainta in  susta inable  borrowing  and respons ib le  publ i c  f inances .



Main Instruments of Fiscal Policy

1. Taxation: The government collects  direct taxes,  such as income tax,  and indirect taxes,  such 

as GST.

2. Public expenditure: Government spending on infrastructure,  education,  health,  defence and 

welfare influences economic activity.

3. Public  borrowing: The government borrows to f inance expenditure when revenue is 

insufficient.

4. Subsidies and transfers:  Financial  assistance supports selected sectors and eligible 

beneficiaries .

5. Budgetary policy:  The Union and State Budgets determine revenue,  expenditure and 

borrowing priorit ies.



Types of Fiscal Policy

● Expansionary f iscal  policy:  The government increases expenditure,  reduces taxes or uses 

both measures to support  demand and economic activity,  particularly  during a s lowdown.

● Contractionary  f iscal  policy:  The government reduces expenditure or increases  taxes to 

moderate excessive demand and inflationary pressure.

● Neutral  f iscal policy:  The overall  f iscal stance is  broadly unchanged,  subject to economic 

conditions.



Future of Fiscal Policy

The future of f iscal policy wil l  increasingly focus on the following areas:

● -  Digital  tax administration and improved tax compliance.

● -  Higher-quality public investment in infrastructure.

● -  Green budgeting and cl imate-related expenditure.

● -  Better-targeted subsidies and social  welfare programmes.

● -  Fiscal discipl ine and sustainable public debt.

● -  Greater investment in education, health and ski l l  development.

● -  Data-based budgeting and transparent public expenditure.

● -  Support for innovation, employment and small  businesses.



Meaning of Monetary Policy

Monetary policy refers  to the policy adopted by the Reserve Bank of India (RBI) to regulate 

interest  rates,  l iquidity and credit  conditions in the economy to maintain price stability  while 

keeping growth objectives in view.

In India,  the RBI conducts  monetary policy within the framework of the f lexible  inflation-

targeting system.



Objectives of Monetary Policy

● Price stabi l i ty:  To control  inf lat ion and maintain the purchasing power of  money.

● Economic growth:  To support  sustainable  economic act ivity.

● Credit  regulat ion:  To regulate the avai labi l i ty  and cost  of  credit .

● Liquidity  management:  To maintain  appropriate l iquidity  in the banking system.

● Employment  support :  To support  economic act ivity  and employment indirect ly  through stable f inancial  

condit ions.

● Financial  stabi l i ty:  To help maintain  confidence in the banking and f inancial  system.

● Exchange-rate stabi l i ty:  To l imit  disorderly  movements  in the foreign  exchange market ,  without  

targeting  a f ixed exchange rate as the sole object ive.

● Investment  promotion:  To inf luence  borrowing  costs  and encourage productive  investment  when 

economic condit ions permit .



Main Instruments of Monetary Policy

1.  Repo Rate:  The interest  rate at  which the RBI  provides  short-term funds to el ig ible  banks against  

securit ies  under the repo framework.

2.  Cash Reserve Ratio  (CRR):  The proport ion of  specif ied bank l iabi l i t ies  that  banks must  maintain  as 

cash reserves  with the RBI .

3.  Statutory  Liquidity  Ratio  (SLR):  The proport ion  of  speci f ied  l iabi l i t ies  that  banks must  maintain  in  

prescribed l iquid assets.

4.  Open Market  Operations  (OMO):  The purchase and sale of  government  securi t ies  by the RBI  to  manage 

l iquidity.

5.  Standing  Deposit  Faci l i ty  (SDF):  A  faci l i ty  through which the RBI  absorbs  l iquidity  f rom banks  without  

providing col lateral .

6.  Marginal  Standing Faci l i ty  (MSF):  A faci l i ty  that  al lows el ig ible banks  to obtain  overn ight  funds  from 

the RBI  under prescribed condit ions.

7.  Reverse  Repo Operations:  Operations  used by the RBI  to  absorb l iquidity  under  the appl icable  

monetary pol icy framework.



Types of Monetary Policy

● Expansionary monetary policy: The RBI eases monetary conditions,  often through 

lower policy rates or l iquidity support, to encourage borrowing, consumption and 

investment.

● Contractionary monetary policy: The RBI tightens monetary conditions to moderate 

excessive demand and inflationary pressure.

● Neutral monetary policy: The policy stance is broadly balanced, neither deliberately 

stimulating nor restricting demand.



Future of Monetary Policy

The future of monetary policy in India wil l  be influenced by:

● -  Improved inflation forecasting using data and technology.

● -  Digital  payments and changes in the f inancial  system.

● -  Better transmission of policy rates to bank lending rates.

● -  Financial  inclusion and access to formal credit.

● -  Management of l iquidity amid changing domestic and global conditions.

● -  Monitoring global commodity prices, capital  f lows and exchange -rate pressures.

● -  Balancing inflation control with sustainable economic growth.

● -  Cybersecurity and stabil ity in an increasingly digital  f inancial  system.



Basis
Fiscal Policy Monetary Policy

Authority Government Reserve Bank of India

Main instruments Taxation, expenditure, borrowing Policy rates, reserves, liquidity operations

Primary focus Public finances and aggregate demand Inflation, liquidity and credit conditions

Direct channel Government budgets and taxes Banks, interest rates and financial markets

Main objective Growth, welfare and fiscal sustainability Price stability and support for growth

Example Growth, welfare and fiscal sustainability Price stability and support for growth

Difference Between Fiscal Policy and Monetary Policy
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