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Why in News?

As India gears up for the 2024 general election, it is important to reflect on the pivotal 1991 Indian
general elections, which marked a significant turning point in the country's history.

These elections led to profound political and economic changes, driven by the leadership of PV
Narasimha Rao and the impactful electoral reforms spearheaded by T N Seshan.

What were the Key Electoral Reforms Introduced by T. N. Seshan?

Tirunellai Narayana Iyer Seshan (T N Seshan) was appointed the Chief Election Commissioner
(CEC) from 1990 to 1996 and spearheaded a series of groundbreaking reforms that significantly
transformed the Indian electoral process.
Key Reforms:

Voter ID cards: Widely known as EPIC (Electors Photo Identity Card), this was
introduced in his tenure to prevent impersonation and bogus voting.
Strict enforcement of MCC: The Model Code of Conduct (MCC), existing since 1960,
outlines guidelines for political parties during elections. Seshan rigorously enforced it, 
curbing misuse of power and unfair advantages.
Curbing electoral malpractices: The Election Commission under Seshan's leadership
listed 150 malpractices.

He cracked down on vote buying, bribing, intimidation of voters, booth
capturing, and the use of muscle power.
He also banned excessive spending and public displays during campaigns.

Independent and impartial elections: Seshan ensured deployment of central police
forces to maintain order and prevent violence. He also advocated for autonomous
status for the Election Commission.

Seshan’s Reforms Impact on the 1991 Elections:
The 1991 elections were conducted with unprecedented integrity and transparency, setting
new standards for future elections.
Despite the prevailing political instability, a turnout of 56.73% was recorded. This was
lower than the 61.95% in 1989 but reflected a more genuine participation compared
to previous elections marred by irregularities.

Long-term Impacts:
Transformed the Election Commission from a passive observer to an active enforcer of
electoral laws.
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Strengthened the autonomy and integrity of the Election Commission, ensuring free and
fair elections.

Recognition:
Seshan’s efforts in electoral reforms earned him the prestigious Ramon Magsaysay
Award in 1996, highlighting his impact on global standards of electoral integrity.
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What was the Political Context of the 1991 Elections?

In May 1991, Rajiv Gandhi was assassinated by a suicide bomber from the Liberation Tigers of
Tamil Eelam (LTTE) leading to a politically charged and fractured environment during the
elections.
Following Rajiv Gandhi's death, PV Narasimha Rao was sworn in as Prime Minister on 21st June
1991.

How did Economic Reforms Unfold Under Rao’s Government?

Economic Crisis: India was on the verge of a sovereign default due to depleted foreign
exchange reserves, exacerbated by the Gulf War (1991) which led to increased oil prices and
reduced remittances from overseas workers.
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The fiscal deficit soared to 8% of GDP, and the current account deficit was 2.5% of GDP.
Inflation rates were in double digits, further burdening the population.
Forex reserves plummeted to less than USD 6 billion, barely enough to cover two
weeks' worth of imports.

Immediate Measures to Mitigate the Crisis:
Rupee Devaluation: On 1st July 1991, the rupee was devalued by 9% against major
currencies, followed by an additional 11% devaluation two days later. This was aimed at
making Indian exports more competitive.

Rao chose a phased devaluation to manage the political and economic shock.
Pledging Gold Holdings: The Reserve Bank of India (RBI) pledged gold with the Bank
of England in July 1991, raising around USD 400 million.

In May 1991, during national elections, 20 tonnes of gold were sold to the Union
Bank of Switzerland, raising approximately USD 200 million.
Earlier in the year, the government secured about USD 2 billion in emergency loans
from the International Monetary Fund (IMF).

LPG Reforms:
PM Rao along with Finance Minister Manmohan Singh, initiated the LPG reforms
(Liberalization, Privatization, and Globalization) that were introduced as a
cornerstone of India's economic strategy to overcome the crisis and promote sustainable
growth.
Liberalisation:

New Trade Policy: Introduced to boost exports by revamping the licensing
process and linking non-essential imports to exports.
Exim Scrips: The government removed export subsidies and instead introduced 
tradeable exim scrips for exporters based on the value of exports.

The policy ended the monopoly of state-owned firms over imports, enabling
the private sector to import goods independently.

Ending Licence Raj: The new industrial policy dismantled the licence raj,
relaxing Monopolies and Restrictive Trade Practices Act provisions to
facilitate business restructuring and mergers.

The policy abolished industrial licensing for all but 18 industries, irrespective
of investment levels.

Privatisation:
FDI Reforms: Automatic approval for foreign direct investment (FDI) up to
51% was introduced, compared to the previous cap of 40%.
Public Sector Monopoly Restriction: Restricted public sector monopoly to
sectors critical for national security.
Opening Markets: These changes made it easier to do business in India,
attracting a deluge of foreign goods and investments in subsequent years.

Globalisation:
Economic Policies: The reforms aimed at integrating India’s economy with the
global market, encouraging international trade and investment.
Boosting Exports: With the massive devaluation of the rupee and new trade
policies, Indian exports became more competitive globally.

Impact of LPG Reforms:
The LPG reforms in India led to high economic growth, with GDP increasing from USD 270
billion in 1991 to USD 2.9 trillion in 2020.

FDI inflows also increased significantly, reaching USD 82 billion in 2020-21 from
USD 97 million in 1991.
The reforms dismantled the License Raj, promoting industrial growth in sectors such
as IT, telecom, and automobiles.
While the reforms created jobs and reduced poverty, there are still concerns
about job quality and income inequality.
The reforms also integrated the Indian economy into the global economy,
increasing trade and investment flows, with India's share in global trade rising from
0.5% in 1991 to around 2% in 2022.

Drishti Mains Question:
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Q. Evaluate the significance of the Model Code of Conduct in ensuring free and fair elections. How did
strict enforcement of the MCC contribute to electoral reforms?

Q. Assess the economic crisis faced by India in 1991 and the immediate measures taken by the
government to mitigate the crisis. How did these measures impact India's economy?

UPSC Civil Services Examination, Previous Year Questions (PYQs)

Prelims

Q. Which of the following has/have occurred in India after its liberalization of economic
policies in 1991? (2017)

1. Share of agriculture in GDP increased enormously.
2. Share of India’s exports in world trade increased.
3. FDI inflows increased.
4. India’s foreign exchange reserves increased enormously.

Select the correct answer using the codes given below:

(a) 1 and 4 only

(b) 2, 3 and 4 only

(c) 2 and 3 only

(d) 1, 2, 3 and 4

Ans: (b)

Q. With reference to the Indian economy after the 1991 economic liberalization, consider the
following statements:

1. Worker productivity (Rs. per worker at 2004-05 prices) increased in urban areas while it decreased
in rural areas.

2. The percentage share of rural areas in the workforce steadily increased.
3. In rural areas, the growth in non-farm economy increased.
4. The growth rate in rural employment decreased.

Which of the statements given above is/are correct?

(a) 1 and 2 only

(b) 3 and 4 only

(c) 3 only

(d) 1, 2 and 4 only

Ans: (b)
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