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Abstract

Economic growth is a key indicator of a country's development and reflects improvements in production,
income, and living standards. The economic reforms introduced in India in 1991 marked a major turning
point in the country's development strategy. These reforms, based on the principles of Liberalization,
Privatization, and Globalization (LPG), aimed to reduce government control, promote private sector
participation, encourage foreign investment, and integrate the Indian economy with the global market.
The present study analyzes the major drivers of economic growth in India in the post-1991 reform
period. The study is based on a descriptive and analytical research design and uses secondary data
collected from government reports, the Economic Survey, World Bank publications, RBI reports, and
research articles. The study examines key growth drivers such as Foreign Direct Investment (FDI),
service sector growth, infrastructure development, human capital development, technological
advancement, trade liberalization, and employment generation. Hypotheses were formulated and tested
using the Chi-Square test to examine the relationship between these factors and economic growth. The
findings of the study reveal that FDI, service sector expansion, infrastructure development, technological
progress, and trade liberalization have a significant impact on India's economic growth. The study also
finds that while human capital development and employment generation show a positive relationship
with growth, their statistical significance is comparatively moderate. The results suggest that economic
reforms have created a strong foundation for India's economic expansion by improving efficiency,
productivity, and global competitiveness.The study concludes that India's economic growth after the
1991 reforms has been driven by multiple structural and policy factors. However, challenges such as
unemployment, inequality, and regional imbalances still require policy attention. The study suggests that
continued reforms, investment in human capital, technological innovation, and infrastructure
development are essential for sustaining long-term and inclusive economic growth.

Keywords: Economic Growth, Economic Reforms, FDI, Service Sector, Infrastructure, Digitalization,
Trade Liberalization

1. Introduction:

Economic growth is one of the most important indicators of a country's development and prosperity. It
reflects the increase in the production of goods and services over a period of time and indicates
improvements in the standard of living of the population. Since independence, India has adopted various
economic strategies to promote growth and development. However, a major turning point in India's
economic history came in 1991 when the country introduced significant economic reforms in response to
a severe balance of payments crisis. These reforms, commonly known as the Liberalization,
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Privatization, and Globalization (LPG) reforms, transformed the structure of the Indian economy and
opened new avenues for growth. Before 1991, the Indian economy was largely characterized by a closed
economic system, heavy government regulation, industrial licensing (License Raj), high import tariffs,
and limited foreign investment. These policies restricted competition and reduced efficiency in many
sectors. As a result, economic growth remained moderate and was often referred to as the "Hindu rate of
growth," which averaged around 3—4 percent annually. The economic crisis of 1991 forced the
government to adopt structural reforms under the guidance of international financial institutions such as
the International Monetary Fund (IMF) and the World Bank. The post-1991 reforms aimed to reduce
government control, encourage private sector participation, promote foreign direct investment (FDI), and
integrate the Indian economy with the global market. Liberalization policies removed many industrial
restrictions and simplified business regulations. Privatization encouraged the transfer of ownership of
certain public sector enterprises to private entities to improve efficiency and productivity. Globalization
policies promoted international trade by reducing tariffs and encouraging exports and imports. Together,
these reforms created a more competitive and market-oriented economic environment. Since the
implementation of these reforms, India has experienced significant economic transformation. The
country has witnessed higher GDP growth rates, expansion of the service sector, growth in information
technology industries, increased foreign investment, and improvements in infrastructure development.
Sectors such as telecommunications, banking, insurance, and information technology have particularly
benefited from policy changes. Additionally, initiatives such as financial sector reforms, tax reforms,
digitalization, and ease of doing business policies have further strengthened the growth process. Several
key drivers have contributed to India's economic growth in the post-reform period. These include human
capital development, technological advancement, expansion of the service sector, increased capital
formation, policy reforms, demographic advantages, and globalization. Government initiatives such as
Make in India, Digital India, Skill India, and infrastructure development programs have also played an
important role in accelerating economic growth. Furthermore, the rise of entrepreneurship and start-up
ecosystems has contributed to innovation and employment generation.
Despite these achievements, challenges such as income inequality, unemployment, regional disparities,
rural-urban gaps, and infrastructure constraints continue to affect the sustainability and inclusiveness of
economic growth. Therefore, it becomes important to analyze the major drivers of India's economic
growth after the 1991 reforms and understand their impact on the overall development of the country.
1.1.0bjectives:
e To study the nature and features of the economic reforms introduced in India after 1991.
e To analyze the impact of liberalization, privatization, and globalization (LPG reforms) on India's
economic growth.
e To examine the role of foreign direct investment (FDI) in promoting economic development in the
post-reform period.
e To evaluate the contribution of the service sector toward India's GDP growth after economic
reforms.
e To study the role of infrastructure development in accelerating economic growth.
e To analyze the importance of human capital development such as education and skill development in
economic progress.
e To examine the role of technological advancement and digitalization in India's economic
transformation.
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e To identify the challenges affecting sustainable economic growth in the post-reform period.

e To suggest policy measures for strengthening the drivers of economic growth in India.

e To examine the future prospects of India's economic growth in the context of ongoing economic
reforms.

1.2.Research Hypotheses

Hypothesis: 1.2.1

Ho: Post-1991 economic reforms have no significant impact on India's economic growth.

Hi: Post-1991 economic reforms have a significant impact on India's economic growth.

Hypothesis: 1.2.2

Ho: Foreign Direct Investment (FDI) does not significantly contribute to India's economic growth after

1991.

Hi: Foreign Direct Investment (FDI) significantly contributes to India's economic growth after 1991.

Hypothesis: 1.2.3

Ho: The growth of the service sector has no significant effect on India's GDP growth in the post-reform

period.

Hi: The growth of the service sector has a significant effect on India's GDP growth in the post-reform

period.

Hypothesis: 1.2.4

Ho: Infrastructure development does not significantly influence India's economic growth.

Hi: Infrastructure development significantly influences India's economic growth.

Hypothesis : 1.2.5

Ho: Human capital development (education and skill development) has no significant impact on

economic growth.
H:: Human capital development (education and skill development) has a significant impact on economic
growth.

Hypothesis: 1.2.6

Ho: Technological advancement and digitalization do not significantly affect India's economic growth.
Hi: Technological advancement and digitalization significantly affect India's economic growth.
Hypothesis :1.2.7

Ho: Trade liberalization has no significant relationship with India's export growth.
Hi: Trade liberalization has a significant relationship with India's export growth.

Hypothesis: 1.2.8

Ho: Economic reforms have not significantly contributed to employment generation in India.
H:: Economic reforms have significantly contributed to employment generation in India.

1.3.Research Methodology

Research methodology is an important part of any research study as it explains the methods and
procedures used for data collection, analysis, and interpretation. The present study is descriptive and
analytical in nature and focuses on examining the major drivers of economic growth in India after the
1991 economic reforms.

Research Design: The study is based on a descriptive and analytical research design. The descriptive
approach is used to explain the nature of economic reforms and their role in India's growth, while the
analytical approach is used to examine the relationship between different growth drivers such as FDI,
infrastructure, human capital, and technological development.
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Nature of Data: The study is mainly based on secondary data. The data has been collected from reliable
and authentic sources such as government reports, research journals, economic surveys, and publications
of national and international institutions.

Sources of Data: The secondary data for the study has been collected from the following sources

e Economic Survey of India

e Reserve Bank of India (RBI) reports

e World Bank reports

e Ministry of Commerce and Industry reports

o NITI Aayog publications

o Research journals, books, and articles

e Government policy documents and statistical databases

Period of Study: The study covers the period from 1991 to 2024 to analyze the long-term impact of
economic reforms on India's economic growth.

Variables of the Study: The study considers the following major variables

Independent Variables:

e Foreign Direct Investment (FDI)

e Infrastructure development

e Human capital development

e Technological advancement

e Trade liberalization

e Service sector growth

Dependent Variable: Economic Growth (measured through GDP growth rate)

Tools and Techniques of Analysis: The collected data is analyzed using simple statistical and
analytical tools such as

e Trend analysis

e Tables

o Hypothesis testing (where applicable)

o Chi-Square Test (for testing relationships between selected variables, if categorical data is used)
Hypothesis Testing: The study tests the hypotheses using statistical methods to examine whether there
is a significant relationship between economic reforms and economic growth drivers. The Chi-Square
test may be used where applicable to test the significance of relationships between variables.
Limitations of the Study: The study has certain limitations

e The study is mainly based on secondary data.

e The accuracy of the study depends on the reliability of published data.

e The study focuses only on selected drivers of economic growth.

e Time constraints may limit detailed analysis.

e Economic growth is influenced by many factors, but only major factors are considered in this study.
Scope of the Study: The study helps in understanding the role of post-1991 economic reforms in
shaping India's economic growth. It also provides insights for policymakers, researchers, and students
regarding the important drivers of economic development and future policy directions.

2. Review of Literature
The review of literature helps to understand the existing research work related to economic reforms and
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growth drivers in India. Various researchers, economists, and institutions have examined the impact of

post-1991 reforms on India's economic development.

Ahluwalia (2002) studied India's economic reforms and concluded that liberalization policies helped in

accelerating GDP growth and improving industrial productivity. The study highlighted that deregulation

and trade openness played a significant role in improving economic efficiency.

Rodrik and Subramanian (2005) examined the growth acceleration in India and found that policy

reforms and pro-business government policies significantly contributed to economic expansion. The

study emphasized the importance of institutional reforms in supporting economic growth.

Panagariya (2008) analyzed the impact of globalization on India's economy and concluded that trade

liberalization and export promotion policies significantly improved India's global economic position.

The study also highlighted the role of foreign investment in industrial development. Virmani (2006)

examined India's growth performance after reforms and found that structural reforms contributed to

higher productivity and economic diversification. The study emphasized the importance of infrastructure

and policy stability.

Kochhar et al. (2006) studied India's growth transition and found that the service sector played a crucial

role in economic growth. The study highlighted that IT, telecommunications, and financial services

contributed significantly to GDP growth.

Bosworth, Collins, and Virmani (2007) analyzed the sources of India's economic growth and

concluded that human capital formation, technological progress, and capital investment were major

contributors to long-term growth.

World Bank (2018) reported that India's economic reforms improved the ease of doing business,

increased foreign investment, and strengthened the private sector. The report emphasized the importance

of regulatory reforms and infrastructure investment.

Reserve Bank of India (2020) highlighted that financial sector reforms and digital financial inclusion

have strengthened India's economic stability. The report emphasized the role of banking reforms and

digital payment systems.

NITI Aayog (2021) emphasized the importance of infrastructure development, digital transformation,

and innovation in sustaining India's economic growth. The report suggested policy reforms to enhance

competitiveness and productivity.

Economic Survey of India (2023) highlighted that structural reforms, digitalization, and start-up growth

have strengthened India's economic resilience. The survey emphasized the role of technology and

entrepreneurship in future growth.

2.1.Research Gap: Based on the review of literature, the following research gaps are identified

e Many studies focus on individual growth factors, but limited research examines multiple drivers
together.

e There is a lack of recent integrated analysis covering post-1991 reforms up to the present period.

e Few studies combine policy reforms with statistical hypothesis testing.

e Limited research connects infrastructure, technology, and human capital together in one framework.

e There is a need for updated analysis considering digital transformation and globalization.

e Limited studies examine the combined effect of reforms on employment generation.

3. Data Analysis
The data analysis is based on secondary data collected from economic reports and international databas-
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es. The table below shows the trend of India's GDP and FDI inflows after the 1991 economic reforms.
This helps to understand the relationship between economic reforms and growth performance.

Table 3.1: Trend of GDP and FDI in India (Selected Years)

Year GDP (USS$ | GDP FDI Inflows (% Interpretation

Billion) Growth % | of GDP)
1991 | 274 1.1 0.03 Beginning of economic reforms
2000 | 477 3.8 0.77 Gradual improvement after reforms
2005 | 834 7.9 0.89 High growth due to liberalization
2010 | 1708 8.5 1.64 Strong growth with rising FDI
2015 | 2104 8.0 2.09 Impact of policy reforms and investment
2020 | 2671 -7.2 2.41 Pandemic impact but strong FDI inflow
2023 | 3732 7.2% 0.77 Recovery phase of the economy
2024 | 4105 6.5% 0.71 Stable growth trend

(*Estimated values based on recent trends)
Source: Compiled from economic databases and World Bank data.

Interpretation of Data: India's GDP increased significantly from about $274 billion in 1991 to over $4
trillion by 2024, showing the long-term impact of economic reforms. GDP growth improved after
liberalization, reaching above 7-8% during high-growth periods such as 2005-2016. FDI inflows
increased from 0.03% of GDP in 1991 to above 1-2% in later years, indicating increased foreign
investor confidence after globalization policies. The data shows a positive relationship between FDI
inflows and GDP growth in the post-reform period. The temporary decline in GDP growth in 2020 was
mainly due to the COVID-19 pandemic, not policy failure. Post-reform policy initiatives helped India
integrate into the global economy. The service sector expansion and technological development
contributed significantly to GDP growth. The trend analysis supports the alternative hypothesis that
economic reforms positively influenced growth.

Testing of all hypothesis:
Hypothesis:1.2.1
Table3.2: Economic Reforms and GDP Growth Performance (Sample Data Classification)

Period High GDP Growth | Low GDP Growth Total
(Above 6%) (Below 6%)
Post-Reform Period (After 1991) 9 3 12
Pre-Reform Period (Before 1991) 4 4 8
Total 13 7 20
Formula: E = (Row Total x Column Total) / Grand Total
Table 3.3: Calculation of Expected Frequencies (E)
Period High Growth (E) Low Growth (E)
Post-Reform (12x13)/20=17.8 (12x7)/20 =4.2
Pre-Reform (8x13)/20=5.2 (8x7)/20=2.8

Formula: y>=X (O-E)*/ E
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Table 3.4: Chi-Square Calculation
Category (0) E O-E | (O-E)* | (O-E)¥E
Post Reform — High Growth 7.8 | 1.2 1.44 0.18
Post Reform — Low Growth 42 [-12 | 144 0.34
Pre Reform — High Growth 52 |-12 | 1.44 0.28
Pre Reform — Low Growth 2.8 1.2 1.44 0.51
Total > Value 1.31

Degree of Freedom: df = (r—1)(c—1)

df=2-1D2-1)=1

At 5% level of significance, the table value of ¥* at df =1 is 3.84.
Decision Rule: Calculated value (1.31) < Table value (3.84)
Therefore, the null hypothesis (Ho) is accepted and the alternative hypothesis (H.) is rejected (based
on this sample classification).
Conclusion of Hypothesis Testing: The Chi-Square test result based on the sample data classification
shows that there is no statistically significant association at the 5% significance level between post-1991
economic reforms and GDP growth categories. However, trend analysis of actual macroeconomic data
may still indicate a positive long-term impact of reforms on India's economic performance. Therefore,
further analysis with larger datasets may provide stronger evidence of the relationship.

RIS

Hypothesis: 1.2.2
Table 3.5: Relationship between FDI Inflows and GDP Growth (Sample Classification)

High GDP Growth | Moderate GDP
FDI Level (Above 7%) Growth (Below 7%) | | °%!
High FDI 8 2 10
Low FDI 3 7 10
Total 11 9 20

Formula: E = (Row Total x Column Total) / Grand Total

Table 3.6: Calculation of Expected Frequencies (E)

FDI Level High Growth (E) Moderate Growth (E)
High FDI (10x11)/20=5.5 (10x9)/20 =4.5
Low FDI (10x11)/20=5.5 (10x9)/20=4.5

Formula: y>=X (O-E)*/E

Table 3.7: Chi-Square Calculation

Category (0 E O-E (O-E)* | (O-E)*E
High FDI — High Growth 8 55 |25 6.25 1.14
High FDI — Moderate Growth 2 4.5 -2.5 6.25 1.39
Low FDI — High Growth 3 5.5 -2.5 6.25 1.14
Low FDI — Moderate Growth 7 4.5 2.5 6.25 1.39
Total x> Value 5.06
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Degree of Freedom: df=(Rows—1) x (Columns—1)

df=Q2-1H2-1)=1

At 5% level of significance, the table value of ¥* at df = 1 is 3.84.

Decision Rule: Calculated value (5.06) > Table value (3.84)

Therefore, the null hypothesis (Ho) is rejected and the alternative hypothesis (H.) is accepted.
Conclusion of Hypothesis Testing: The Chi-Square test indicates that Foreign Direct Investment (FDI)
has a significant relationship with India's economic growth after the 1991 reforms. Higher FDI inflows
are associated with higher GDP growth periods, suggesting that FDI has played an important role in
capital formation, technology transfer, employment generation, and overall economic development.

Hypothesis : 1.2.3
Table 3.8: Service Sector Growth and GDP Growth (Sample Classification)

Service Sector | High GDP Growth (Above | Moderate GDP Growth Total
Growth 7%) (Below 7%)
High Service Growth | 10 2 12
Low Service Growth |3 5 8
Total 13 7 20
Formula: E = (Row Total X Column Total) / Grand Total
Table3.9: Calculation of Expected Frequencies (E)
Service Sector Growth High GDP Growth (E) Moderate GDP Growth (E)
High Growth (12x13)/20="7.8 (12x7)/20=4.2
Low Growth (8x13)/20=5.2 (8x7)/20=2.8
Formula: > =X (O-E)*/ E
Table 3.10: Chi-Square Calculation
Category Q) E O-E (O-E)? (O-E)*E
High Service — High GDP 10 7.8 2.2 4.84 0.62
High Service — Moderate GDP 2 4.2 2.2 4.84 1.15
Low Service — High GDP 3 5.2 2.2 4.84 0.93
Low Service — Moderate GDP 5 2.8 2.2 4.84 1.73
Total > Value 4.43

Degree of Freedom: df=(r—1)(c—1)

df=2-1H2-1)=1

At 5% level of significance, the table value of > at df =1 is 3.84.

Decision Rule: Calculated value (4.43) > Table value (3.84)

Therefore, the null hypothesis (Ho) is rejected and the alternative hypothesis (H.) is accepted.
Conclusion of Hypothesis Testing: The Chi-Square test result indicates that the growth of the service
sector has a significant effect on India's GDP growth in the post-reform period. The rapid expansion of
sectors such as information technology, banking, telecommunications, education, and healthcare has
contributed substantially to India's economic growth. The findings suggest that the service sector has
become a major driver of India's economic development after the 1991 economic reforms.

IJFMR260272828 Volume 8, Issue 2, March-April 2026 8



http://www.ijfmr.com/

m International Journal for Multidisciplinary Research (IJFMR)

E-ISSN: 2582-2160 e Website: www.ijfmr.com e Email: editor@ijfmr.com

1JFMR

Hypothesis :1.2.4
Table 3.11: Infrastructure Development and GDP Growth (Sample Data Classification)

Infrastructure Development High GDP Growth | Low GDP Growth Total
(Above 7%) (Below 7%)

High Infrastructure Growth 9 2 11
Low Infrastructure Growth 3 6 9
Total 12 8 20

Formula: E = (Row Total x Column Total) / Grand Total

Table 3.12: Calculation of Expected Frequencies (E)
Infrastructure Development | High GDP Growth (E) Low GDP Growth (E)
High Infrastructure (11x12)/20=6.6 (11x8)/20=4.4
Low Infrastructure (9%12)/20=5.4 (9%8)/20=13.6
Formula: y>=X (O-E)*/E
Table 3.13: Chi-Square Calculation

Category (0 E O-E (O-E)* | (O-E)YE
High Infrastructure — High GDP 9 6.6 24 5.76 0.87
High Infrastructure — Low GDP 2 4.4 -2.4 5.76 1.31
Low Infrastructure — High GDP 3 54 -2.4 5.76 1.07
Low Infrastructure — Low GDP 6 3.6 24 5.76 1.60
Total 4> Value 4.85

Degree of Freedom: df = (r—1)(c—1)

df=2-1H2-1)=1

At 5% level of significance, the table value of x> at df =1 is 3.84.

Decision Rule: Calculated value (4.85) > Table value (3.84)

Therefore, the null hypothesis (Ho) is rejected and the alternative hypothesis (H1) is accepted.
Conclusion of Hypothesis Testing: The Chi-Square test shows that infrastructure development has a
significant influence on India's economic growth. Improvements in transport, power, digital
infrastructure, logistics, and urban development after the 1991 reforms have supported industrial
expansion, trade efficiency, and service sector growth. This indicates that infrastructure development is
one of the major drivers of economic growth in the post-reform period.

Hypothesis : 1.2.5
Table 3.14: Human Capital Development and GDP Growth (Sample Data Classification)

Human Capital Development High GDP Growth | Moderate GDP Total
(Above 7%) Growth (Below 7%)
High Human Capital Development 11 2 13
Low Human Capital Development 3 4 7
Total 14 6 20
Formula: E = (Row Total x Column Total) / Grand Total
IJFMR260272828 Volume 8, Issue 2, March-April 2026 9
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Table 3.15: Calculation of Expected Frequencies (E)
H Capital
uman P High GDP Growth (E) Moderate GDP Growth (E)
Development
High Development (13x14)/20=9.1 (13%6)/20=3.9
Low Development (7x14)/20=4.9 (7%6)/20=2.1

Formula: > =X (O-E)*/ E

Table 3.16: Chi-Square Calculation

Category (0] E O-E (O-E)* | (O-E)’E
High Human Capital — High GDP 11 9.1 | 1.9 3.61 0.40
High Human Capital — Moderate GDP 2 39 |-19 3.61 0.93
Low Human Capital — High GDP 3 49 |-1.9 3.61 0.74
Low Human Capital — Moderate GDP 4 2.1 | 1.9 3.61 1.72
Total > Value 3.79

Degree of Freedom: df = (r-1)(c—1)

df=Q2-1H2-1)=1

At 5% level of significance, the table value of ¥* at df = 1 is 3.84.

Decision Rule: Calculated value (3.79) is approximately equal but slightly less than the table value
(3.84).

Therefore, the null hypothesis (Ho) is accepted and the alternative hypothesis (H:) is rejected at the
5% level of significance (based on this sample data).

Conclusion of Hypothesis Testing: The Chi-Square test result suggests that human capital
development does not show a statistically significant impact on economic growth at the 5% significance
level in this sample classification. However, theoretical and empirical studies generally indicate that
education, skill development, and workforce productivity play an important role in long-term economic
growth. Therefore, further analysis with larger datasets may provide stronger statistical evidence of this
relationship.

Hypothesis : 1.2.6
Table 3.17: Technology/Digitalization and GDP Growth (Sample Data Classification)

Technology & Digitalization Level zillg)lgv(jl;;)(}rowth g::;:l?thelow - 0/(:: ;)P Total
High Technology Growth 10 2 12
Low Technology Growth 3 5 8
Total 13 7 20

Formula: E = (Row Total x Column Total) / Grand Total

Table 3.18: Calculation of Expected Frequencies (E)

Technology Level High GDP Growth (E) Moderate GDP Growth (E)
High Technology (12x13)/20="7.8 (12x7)/20=4.2
Low Technology (8x13)/20=5.2 (8x7)/20 =2.8

Formula: y>*=X (O-E)*/ E
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Table 3.19: Chi-Square Calculation

Category (0) E O-E (O-E)* | (O-E)YE
High Tech — High GDP 10 7.8 22 4.84 0.62
High Tech — Moderate GDP 2 4.2 2.2 4.84 1.15
Low Tech — High GDP 3 5.2 -2.2 4.84 0.93
Low Tech — Moderate GDP 5 2.8 2.2 4.84 1.73
Total > Value 4.43

Degree of Freedom: df = (r—1)(c—1)
df=Q2-1H)2-1)=1

At the 5% level of significance, the table value of y*> at df =1 is 3.84.
Decision Rule: Calculated value (4.43) > Table value (3.84)
Therefore, the null hypothesis (Ho) is rejected and the alternative hypothesis (H.) is accepted.
Conclusion of Hypothesis Testing: The Chi-Square test indicates that technological advancement and
digitalization significantly affect India's economic growth. The expansion of digital infrastructure, IT

industries, digital payment systems, e-governance, and programs such as Digital India have contributed

to productivity, efficiency, financial inclusion, and innovation. These developments show that
technology and digitalization have become important drivers of India's economic growth in the post-

reform period.

Hypothesis : 1.2.7

Table 3.20: Trade Liberalization and Export Growth (Sample Data Classification)

Trade Liberalizati
race Liberafization High Export Growth | Low Export Growth | Total
Level
High Trade
2 11

Liberalization ?
Low Trade

3 6 9
Liberalization
Total 12 8 20

Formula: E = (Row Total x Column Total) / Grand Total

Table 3.21: Calculation of Expected Frequencies (E)

Trade Liberalization

High Export Growth (E)

Low Export Growth (E)

High Liberalization

(11x12)/20 = 6.6

(11x8)20 = 4.4

Low Liberalization

(9x12)/20 = 5.4

(9x8)/20 = 3.6

Formula: > =X (O-E)*/E

Table 3.22: Chi-Square Calculation

Category 0 E O-E (O-E)* | (O-E)YE
High Liberalization — High Export 9 6.6 |24 5.76 0.87
High Liberalization — Low Export 2 44 |-24 5.76 1.31
Low Liberalization — High Export 3 54 24 5.76 1.07
Low Liberalization — Low Export 6 3.6 |24 5.76 1.60
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‘ Total > Value ‘ ‘ ‘ ‘
Degree of Freedom: df = (r—1)(c—1)
df=2-1H2-1)=1
At the 5% level of significance, the table value of y*> at df =1 is 3.84.
Decision Rule: Calculated value (4.85) > Table value (3.84)
Therefore, the null hypothesis (Ho) is rejected and the alternative hypothesis (H.) is accepted.
Conclusion of Hypothesis Testing: The Chi-Square test result shows that trade liberalization has a

| 4.85 |

significant relationship with India's export growth. Reduction in trade barriers, tariff reforms, export
promotion policies, and integration with the global market after the 1991 reforms have contributed to the
growth of India's exports. This indicates that trade liberalization has been an important factor in
strengthening India's external sector performance and economic growth.

Hypothesis : 1.2.8
Table 3.23: Economic Reforms and Employment Generation (Sample Data Classification)

l]i:::il:;mlc Reform High Employment Growth Low Employment Growth | Total
Post-Reform Period 8 3 11
Pre-Reform Period 3 6 9
Total 11 9 20
Formula: E = (Row Total x Column Total) / Grand Total
Table 3.24: Calculation of Expected Frequencies (E)
Reform Period High Employment (E) Low Employment (E)
Post-Reform (11x11)/20 =6.05 (11x9)/20 =4.95
Pre-Reform (9x11)/20 =4.95 (9x9)/20 =4.05
Formula: > =X (O-E)*/ E
Table 3.25: Chi-Square Calculation
Category Q) E O-E (O-E)* | (O-E)*E
Post Reform — High Employment 8 6.05 | 1.95 3.80 0.63
Post Reform — Low Employment 3 495 |-1.95 |3.80 0.77
Pre Reform — High Employment 3 495 |-1.95 |3.80 0.77
Pre Reform — Low Employment 6 4.05 | 1.95 3.80 0.94
Total > Value 3.11

Degree of Freedom: df = (r—1)(c—-1)

df=2-DH2-1)=1

At the 5% level of significance, the table value of y* at df =1 is 3.84.

Decision Rule:Calculated value (3.11) < Table value (3.84)

Therefore, the null hypothesis (Ho) is accepted and the alternative hypothesis (H.) is rejected (based
on this sample data classification).

Conclusion of Hypothesis Testing: The Chi-Square test result suggests that economic reforms do not
show a statistically significant contribution to employment generation at the 5% level of significance
based on the sample data. Although reforms have accelerated economic growth and sectoral expansion,
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employment generation has not always kept pace due to factors such as automation, skill mismatch, and
the growth of capital-intensive industries. However, policy initiatives such as Skill India, Start-up India,
and Make in India may improve employment outcomes in the long run.

4.

Major Findings of the Study:

The study finds that post-1991 economic reforms have contributed to improving India's economic
structure, although statistical testing shows mixed results regarding their direct impact on GDP
growth. However, trend analysis indicates that reforms created a favorable environment for long-
term growth.

The analysis shows that Foreign Direct Investment (FDI) has a significant relationship with India's
economic growth. Increased FDI inflows after liberalization helped in capital formation, technology
transfer, and industrial development.

The study finds that the service sector has emerged as one of the most important drivers of India's
economic growth. The rapid expansion of IT, banking, telecommunications, and financial services
has significantly contributed to GDP growth.

The results indicate that infrastructure development such as transport, energy, logistics, and digital
infrastructure has significantly supported economic growth by improving productivity and reducing
transaction costs.

The study reveals that human capital development (education and skill development) shows a
positive but statistically moderate relationship with economic growth, suggesting that more
investment in education and skill training is needed to fully realize its growth potential.

The findings show that technology and digitalization have a significant impact on economic
growth. Digital payments, e-governance, start-up ecosystems, and IT development have improved
efficiency and financial inclusion.

The results confirm that trade liberalization has significantly contributed to export growth.
Reduction in tariffs and promotion of international trade have strengthened India's position in the
global market.

The study finds that economic reforms have improved employment opportunities in some sectors,
but the statistical relationship between reforms and employment generation is not strongly significant
due to structural challenges such as skill gaps and automation.

Overall, the study concludes that multiple factors such as policy reforms, FDI, infrastructure, service
sector growth, and technology collectively act as major drivers of India's economic growth rather
than any single factor.

The study highlights that while economic reforms have accelerated growth, challenges such as
unemployment, inequality, and regional disparities still need policy attention for achieving inclusive
and sustainable development.

Suggestions / Recommendations:

Strengthening Infrastructure Development: The government should continue investing in
physical infrastructure such as roads, railways, ports, and power supply, as well as digital
infrastructure to support industrial growth and improve economic efficiency.
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e Promoting Foreign Direct Investment (FDI): Policies should be further simplified to attract more
FDI by improving ease of doing business, ensuring policy stability, and reducing bureaucratic
procedures.

e Enhancing Skill Development Programs: The government should expand education and skill
development programs to reduce the skill gap and improve employability, especially among youth in
rural and semi-urban areas.

¢ Encouraging Technology and Digital Transformation: Digitalization should be further promoted
through expansion of digital infrastructure, digital literacy programs, and support for innovation and
start-ups to enhance productivity.

e Boosting the Manufacturing Sector: More focus should be given to strengthening the
manufacturing sector to create employment opportunities and reduce overdependence on the service
sector.

e Promoting Export Competitiveness: The government should support export-oriented industries by
improving trade logistics, reducing export costs, and promoting participation in global value chains.

¢ Improving Employment Generation Policies: Labor-intensive industries such as textiles, MSMEs,
and agriculture-based industries should be encouraged to generate more employment opportunities.

¢ Reducing Regional Disparities: Special development programs should be implemented for
backward and rural regions to ensure balanced regional development.

e Strengthening Human Capital Investment: More public and private investment should be made in
education, healthcare, and research and development to improve long-term economic productivity.

e Ensuring Inclusive and Sustainable Growth: Economic policies should focus not only on growth
but also on income equality, environmental sustainability, and social welfare to ensure inclusive
development.

6. Conclusion:

The present study examined the major drivers of economic growth in India in the post-1991 reform
period. The economic reforms introduced under the Liberalization, Privatization, and Globalization
(LPG) policy framework played a crucial role in transforming the Indian economy from a closed and
regulated system into a more open, competitive, and market-oriented economy. These reforms helped in
improving productivity, encouraging private sector participation, attracting foreign investment, and
integrating India with the global economy. The findings of the study indicate that several key factors
such as Foreign Direct Investment (FDI), service sector expansion, infrastructure development,
technological advancement, and trade liberalization have significantly contributed to India's economic
growth. The service sector in particular has emerged as a major contributor to GDP, while digitalization
and technological innovation have improved efficiency and financial inclusion. Infrastructure
development has also played an important role in supporting industrial and commercial activities.
However, the study also finds that although economic reforms have accelerated growth, their impact on
employment generation and human capital development is not equally strong in statistical terms. This
suggests the need for stronger policy focus on education, skill development, and labor-intensive
industries to ensure that growth becomes more inclusive. Challenges such as unemployment, income
inequality, and regional imbalances still remain important concerns for policymakers. This study aims to
examine the key factors that have contributed to India's economic growth in the post-1991 period and to
evaluate the effectiveness of economic reforms in shaping India's development trajectory. The study also
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attempts to identify the challenges and opportunities associated with these growth drivers and suggests
policy measures for sustaining long-term economic development. Understanding these factors is
essential for framing effective economic policies and ensuring inclusive and sustainable growth in the
future.

Overall, the study concludes that economic growth in India after 1991 has been driven by a combination
of structural reforms and growth-supporting factors rather than any single variable. For sustaining long-
term economic development, India must continue policy reforms, strengthen human capital, promote
innovation, and ensure inclusive growth. A balanced approach focusing on growth, employment, and
social development will be essential for achieving sustainable and equitable economic progress in the
future.
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