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INDUSTRIAL POLICY RESOLUTION, 1948
This was the first industrial policy statement of India. It also decided the model of the economic system (i.e., 

the mixed economy). Thus, it was the first economic policy of the country. The major highlights of the policy 

are given below:

● India will be a mixed economy. 

●  Some of the important industries were put under the Central List such as coal, power, railways, civil 

aviation, arms and ammunition, defence, etc.

●  Some other industries (usually of medium category) were put under a State List such as paper, 

medicines, textiles, cycles, rickshaws, two-wheelers, etc. 

● Rest of the industries (not covered by either the central or the state lists) were  left open for private 

sector investment— with many of them having the provision of compulsory licencing. 

● There was a 10 year period for review of the policy. 



INDUSTRIAL POLICY RESOLUTION, 1956

The new industrial policy of 1956 had the following major provisions.:

● Reservation of Industries- A clear-cut classification of industries were affected with 
three schedules- Schedule A ( Central PSUs), Schedule B ( state managed industries), 
and Schedule C ( industries left out of A and B)

● Provision of Licencing- One of the most important developments of independent India, 
the provision of compulsory licencing for industries, was cemented in this policy. All 
the schedule B industries and a number of schedule C industries came under this 
provision. This provision established the socalled ‘Licence-Quota-Permit’ regime (raj) in 
the economy. 



● Expansion of the Public Sector-  Expansion of the public sector was pledged for the 
accelerated industrialisation and growth in the economy—glorification of government 
companies did start with this policy. The emphasis was on heavy industries. 

● Regional Disparity- To tackle the widening regional disparity, the policy committed to 
set up the upcoming PSUs in the comparatively backward and underdeveloped 
regions/areas in the economy.

● Emphasis on Small Industries - There was emphasis on small industries as well as the 
khadi and village industries.

● Agricultural Sector - The agricultural sector was pledged as a priority.



INDUSTRIAL POLICY STATEMENT, 1973

The Industrial Policy Statement of 1973 introduced some new thinking into the economy 
with major ones being as follows:

●  A new classificatory term i.e., core industries was created. The industries which were 
of fundamental importance for the development of industries were put in this category 
such as iron and steel, cement, coal, crude oil, oil refining and electricity. 

● Out of the six core industries defined by the policy, the private sector may apply for 
licences for the industries which were not a part of schedule A of the Industrial Policy, 
1956.

● Some industries were put under the reserved list in which only the small or medium 
industries could be set up 



● The concept of ‘joint sector’ was developed which allowed 
partnership among the Centre, state and the private sector while 
setting up some industries. 

● The Government of India had been facing the foreign exchange 
crunch during that time. To regulate foreign exchange the Foreign 
Exchange Regulation Act (FERA) was passed in 1973. 

● A limited permission to foreign investment was given, with the 
multinational corporations (MNCs) being allowed to set up 
subsidiaries in the country



NEW INDUSTRIAL POLICY, 1991

 India was faced with severe balance of payment crisis by June 1991. Basically, in early 
1990s, there were interconnected set of events, which were growing unfavourable for the 
Indian economy: 

● Due to the Gulf War (1990–91), the higher oil prices were fastly depleting India’s 
foreign reserves. 

● Sharp decline in the private remittances from the overseas Indian workers in the wake 
of the Gulf War, specially from the Gulf region. 

● Inflation peaking at nearly 17%
● The gross fiscal deficit of the Central Government reaching 8.4 per cent of the GDP.26 
● By the month of June 1991, India’s foreign exchange had declined to just two weeks of 

import coverage.



HIGHLIGHTS OF THE NEW INDUSTRIAL 
POLICY, 1991:
1. De-reservation of the Industries - The industries which were reserved for the Central 

Government by the IPR, 1956, were cut down to only eight. At present there are only 
two industries which are fully or partially reserved for the Central Government: (i) 
Atomic energy and nuclear research and other related activities, (ii) Railways 

2. De-licencing of the Industries-  The number of industries put under the compulsory 
provision of licencing (belonging to Schedules B and C as per the IPR, 1956) were cut 
down to only 18. Reforms regarding the area were further followed and presently 
there are only five industries which carry the burden of compulsory licencing: (i) Aero 
space and defence related electronics (ii) Gun powder, industrial explosives and 
detonating fuse (iii) Dangerous chemicals (iv) Tobacco, cigarette and related products 
(v) Alcoholic drinks



3.   Abolition of the MRTP Limit-  The MRTP limit was Rs. 100 crore so that the mergers, 
acquisitions and takeovers of the industries could become possible. In 2002, a competition 
Act was passed which has replaced the MRTP Act. 

4.  Promotion to Foreign Investment-  Functioning as a typical closed economy, the Indian 
economy had never shown any good faith towards foreign capital. The new industrial policy 
was a pathbreaking step in this regard.  The government went to encourage foreign 
investment (FI) in both its forms—direct and indirect.

5.  FERA Replaced by FEMA-  The government committed in 1991 itself to replace the 
draconian FERA with a highly liberal FEMA, which Came into effect in the year 2000–01  



6. Location of Industries-  Related provisions were simplified by the policy which was highly 
cumbersome and had time consuming process. Now, the industries were classified into ‘polluting’ 
and ‘non-polluting’ categories and a highly simple provision deciding their location was 
announced: (i) Non-polluting industries might be set up anywhere.  (ii) Polluting industries to be 
set up at least 25 kms away from the million cities.

7.  Compulsion of Phased Production Abolished- With the compulsion of phased production 
abolished, now the private firms could go for producing as many goods and models 
simultaneously.34 Now the capacity and capital of industries could be utilised to their optimum 
level. 

8.  Compulsion to Convert Loans into Shares Abolished - The policy of nationalisation started by 
the Government of India in the late 1960s was based on the sound logic of greater public benefit 
and had its origin in the idea of welfare state—it was criticised by the victims and the experts alike. 
Such a compulsion which hampered the growth and development of the Indian industries was 
withdrawn by the government in 1991
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