
© 2025 JETIR June 2025, Volume 12, Issue 6                                                              www.jetir.org (ISSN-2349-5162) 

 

JETIR2506453 Journal of Emerging Technologies and Innovative Research (JETIR) www.jetir.org e465 
 

Comparative analysis of development trajectories of 

India and China following India’s economic 

liberalisation in 1991 
Dr. Kailashpati 

Assistant Professor 

Department of Management and Commerce  

School of Management Sciences, Lucknow 

Abstract: 

This article presents a comparative analysis of the economic development trajectories of India and China 

following India's economic liberalization in 1991. While both countries emerged as major players in the global 

economy, their paths have been shaped by fundamentally different policy frameworks, institutional structures, 

and political ideologies. China embraced state-led capitalism with aggressive export-driven industrialization, 

while India opted for a more gradual, democratic, and services-led growth strategy. This study explores key 

indicators such as GDP growth, sectoral contributions, FDI inflows, infrastructure development, poverty 

reduction, and human capital investments to assess the development gap and convergence patterns. It further 

investigates how reforms in trade, finance, and governance impacted each nation differently, and what lessons 

can be drawn for sustainable growth models in the Global South. The analysis reveals that while China has 

outpaced India in many metrics due to earlier and more centralized reforms, India’s democratic dividend and 

demographic edge present unique opportunities for the future. The paper concludes with policy implications 

and recommendations for India to accelerate inclusive development without compromising on democratic 

integrity. 
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Introduction 

The tale of two Asian giants—India and China—has long captured the imagination of economists, 

policymakers, and global observers alike. Both nations, home to ancient civilizations and over a third of the 

world’s population, embarked on the path of economic liberalization in the late 20th century, albeit with 

distinctive strategies and timelines. While China's economic reforms began in 1978 under Deng Xiaoping’s 

leadership, India initiated its landmark economic liberalization in 1991, triggered by a severe balance of 

payments crisis. These reforms marked a seismic shift in the developmental trajectories of both nations, setting 

the stage for their emergence as major players in the global economy. 

Post-1991, India adopted a model that combined elements of market liberalization with democratic governance, 

aiming to reduce the role of the state in business, increase foreign investment, and deregulate industry. On the 

other hand, China’s model was characterized by its pragmatic, state-led capitalism, with a strong emphasis on 

manufacturing, infrastructure, and export-led growth. These differing paradigms shaped not only their economic 

indicators but also their societal and institutional structures. 
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This article seeks to undertake a comprehensive comparative analysis of economic development in India and 

China in the post-1991 era. It critically examines key macroeconomic parameters such as GDP growth, sectoral 

contributions, foreign direct investment (FDI), trade performance, employment trends, and poverty alleviation. 

Additionally, it delves into the political economy of reforms, institutional capacity, demographic dynamics, and 

regional disparities that have influenced their respective growth patterns. 

While China experienced rapid industrialization and urbanization, pulling hundreds of millions out of poverty 

and building world-class infrastructure, India’s journey has been more nuanced and uneven—marked by strong 

services sector growth, rising entrepreneurial activity, and a vibrant democracy that often tempers the pace of 

reform. The comparison also sheds light on the challenges each country has faced: China grappling with 

overcapacity, environmental degradation, and an aging population, while India continues to struggle with 

unemployment, underdeveloped infrastructure, and policy inertia. 

Moreover, in the context of shifting global economic orders, the post-pandemic landscape, and emerging 

geopolitical realignments, the India-China growth story takes on renewed significance. Their economic models 

are now not just a matter of domestic progress but of global consequence—shaping supply chains, international 

trade, and geopolitical strategies. 

This article endeavours not just to present a statistical juxtaposition but to analyze the deeper currents that define 

their growth philosophies. By exploring the structural, strategic, and socio-political foundations of development 

in these two countries, it aims to provide meaningful insights into how policy choices, institutional frameworks, 

and historical legacies interplay to shape national development. Ultimately, it invites a critical reflection on 

what lessons India and China can learn from each other—and what their divergent experiences imply for other 

emerging economies navigating the complexities of global capitalism in the 21st century. 

  Development trajectories between the two Asian Giants India and China after 1991 

Reforms 

The comparative trajectories of India and China post-economic liberalization have emerged as a fascinating 

study in contrasts and convergence. While both countries embarked on economic reform paths to liberalize and 

open up their economies, they adopted significantly different strategies and have witnessed divergent outcomes. 

China began its economic reforms in 1978, focusing on export-led growth and manufacturing, while India took 

a significant turn in 1991, responding to a balance of payments crisis by liberalizing its economy. This article 

explores the multifaceted dimensions of their economic development since 1991, examining key indicators, 

sectoral contributions, policy frameworks, and socio-political influences that have shaped their respective paths. 

1. Historical Context of Reforms 

China's reforms, spearheaded by Deng Xiaoping in 1978, were rooted in a pragmatic, gradualist approach 

(Naughton, 2007). Special Economic Zones (SEZs), decentralization of decision-making, and a focus on foreign 

direct investment were key features. In contrast, India’s reforms in 1991 were crisis-driven, implemented under 

the leadership of then Finance Minister Dr. Manmohan Singh. The focus was on liberalization, privatization, 

and globalization (LPG model), dismantling the License Raj, reducing tariffs, and encouraging private sector 

participation (Panagariya, 2008). 

2. GDP Growth and Structural Transformation 

China's GDP growth post-reforms averaged around 9-10% annually for nearly three decades, making it the 

world’s second-largest economy by nominal GDP (World Bank, 2023). India, while achieving substantial 

growth post-1991, has seen a more modest average growth rate of 6-7% (IMF, 2022). Structural transformation 

in China was swift, moving from an agrarian to an industrial economy. Manufacturing and exports became the 

backbone of China’s growth. 

India, on the other hand, witnessed a services-led growth pattern. IT and telecommunications boomed, 

contributing disproportionately to GDP compared to their share in employment (Kochhar et al., 2006). 

Manufacturing in India did not experience the same rapid expansion, partly due to infrastructural bottlenecks, 

regulatory hurdles, and labour market rigidities. 
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3. Foreign Direct Investment (FDI) and Trade 

China became a magnet for FDI, owing to investor-friendly policies, superior infrastructure, and a clear 

industrial strategy. FDI in China played a key role in boosting industrial production, export competitiveness, 

and technology transfer (UNCTAD, 2020). By contrast, India opened up to FDI gradually and selectively. 

Although it has seen increasing FDI inflows since the early 2000s, they are lower compared to China’s levels. 

India’s trade liberalization has boosted exports, particularly in services, but merchandise exports have remained 

relatively constrained (Government of India, 2021). 

4. Poverty Reduction and Human Development 

China’s poverty alleviation is one of the most striking success stories of modern economics, lifting over 800 

million people out of poverty since 1980 (World Bank, 2021). The government’s targeted policies, rural reforms, 

and infrastructure development played crucial roles. Human Development Indicators (HDIs) such as l ife 

expectancy, literacy, and maternal health have improved dramatically in China (UNDP, 2023). 

India has also made progress in reducing poverty, though at a slower pace. The diversity and complexity of 

India’s population, federal structure, and administrative challenges have often diluted the impact of reforms. 

Social sector investments, while increasing, have not always matched the scale or efficiency of China’s 

interventions (Drèze & Sen, 2013). 

5. Infrastructure and Urbanization 

China's state-led infrastructure development is unparalleled—high-speed rail networks, smart cities, 

expressways, and energy projects transformed the urban and rural landscape (Lin, 2011). Rapid urbanization 

accompanied by job creation in urban manufacturing hubs facilitated this transformation. 

India's infrastructure development has lagged behind, often hampered by bureaucratic delays, land acquisition 

issues, and political fragmentation. Urbanization in India has been slower and more chaotic, with many cities 

struggling with congestion, pollution, and inadequate basic services (Ahluwalia, 2011). 

6. Demographic Dividend and Labor Market Dynamics  

Both countries have large populations, but their demographic profiles are now diverging. China is facing an 

aging population due to the one-child policy, which has led to labor shortages and increased dependency ratios 

(Fang & Yang, 2021). India, with a younger population, has the potential to reap a demographic dividend. 

However, the realization of this dividend hinges on education, skill development, and job creation, especially 

in manufacturing and formal services (ILO, 2022). 

Labor markets in China have been more effectively integrated into global value chains. India’s labour market 

remains fragmented, with a large informal sector, underemployment, and low female labour force participation 

(Mehrotra, 2020). 

7. Governance, Institutions, and Political Economy 

China’s authoritarian political structure has allowed for long-term planning and rapid execution of economic 

policies. The centralized decision-making enabled efficient implementation of infrastructure projects and 

industrial policies (Pei, 2006). 

India’s democratic setup, while ensuring accountability and representation, often leads to policy paralysis and 

slower implementation. Coalition politics, federal-state dynamics, and judicial interventions can delay 

economic decision-making. However, this democratic structure has also preserved social pluralism and 

individual freedoms (Kohli, 2006). 

8. Innovation, Technology, and Digital Economy 

China has rapidly moved up the value chain, investing heavily in research and development, high-tech 

industries, and digital infrastructure. Companies like Huawei, Tencent, and Alibaba symbolize China’s 
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technological ascent. Government support for innovation and a robust manufacturing ecosystem have fuelled 

this growth (OECD, 2019). 

India’s digital economy has seen significant strides, especially in fintech, e-commerce, and software services. 

Initiatives like Digital India, UPI, and Aadhaar have fostered inclusion and innovation. However, India still lags 

in R&D spending and indigenous high-tech manufacturing (NASSCOM, 2021). 

9. Environmental Sustainability and Climate Change 

Rapid industrialization in China has led to severe environmental degradation. In recent years, however, China 

has emerged as a global leader in renewable energy investment and green technologies (IEA, 2022). 

Environmental regulation is now a key agenda in China's development strategy. 

India faces similar challenges, with pollution, deforestation, and water scarcity threatening sustainable growth. 

While there are numerous environmental policies in place, implementation remains inconsistent. India's 

commitments under the Paris Agreement and push for solar energy under schemes like the International Solar 

Alliance are commendable (MoEFCC, 2021). 

10. Response to Global Challenges and COVID-19 Pandemic 

The COVID-19 pandemic tested the resilience of both economies. China’s quick lockdowns and state-controlled 

health infrastructure helped it recover swiftly, though questions remain about transparency. India, initially hit 

hard, undertook major vaccination drives and stimulus packages, though the informal sector bore the brunt of 

the crisis (Ministry of Finance, 2022). 

Both nations are now recalibrating their strategies in response to global supply chain shifts, rising protectionism, 

and geopolitical tensions, particularly with the West. 

 

Indicator India China Year(s) Source 

GDP Growth Rate (Average 

Annual) 
~6.5% ~9.5% 

1991–

2021 
World Bank (2023) 

Nominal GDP (USD Trillion) 
$3.7 

trillion 

$17.8 

trillion 
2023 IMF (2023) 

Poverty Rate (% below $2.15/day) ~10% <1% 2021 World Bank (2021) 

FDI Inflows (USD Billion) $49 billion $163 billion 2022 UNCTAD (2023) 

Exports (USD Billion) 
$770 

billion 

$3.71 

trillion 
2022 WTO (2023) 

Services Share in GDP (%) ~54% ~46% 2021 World Bank (2022) 

Manufacturing Share in GDP (%) ~17% ~28% 2021 World Bank (2022) 

Urban Population (%) 35.4% 65.2% 2021 UN DESA (2022) 

Life Expectancy (Years) 70.9 78.2 2022 UNDP (2023) 

Literacy Rate (%) 77.7% 96.8% 2021 
UNESCO Institute for Statistics 

(2023) 

Internet Users (% of Population) 47% 76% 2022 ITU (2023) 

R&D Expenditure (% of GDP) ~0.7% ~2.4% 2022 UNESCO (2023) 
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Indicator India China Year(s) Source 

Renewable Energy Capacity (GW) ~150 GW ~1,100 GW 2022 IEA (2023) 

Unemployment Rate (%) ~7.6% ~5.2% 2023 ILO (2023) 

Female Labor Force Participation 

(%) 
~24% ~61% 2022 World Bank (2023) 

CO₂ Emissions (metric tons per 

capita) 
1.9 8.2 2021 Global Carbon Atlas (2023) 

Conclusion 

The comparative analysis of India and China’s economic development post-1991 reforms reveals a tale of two 

divergent, yet equally instructive journeys. China’s state-led, export-driven strategy catalysed rapid 

industrialization, infrastructure growth, and poverty alleviation, positioning it as a global manufacturing hub. 

In contrast, India’s democratic, service-led model delivered consistent growth, especially in IT and financial 

services, but struggled to generate similar outcomes in manufacturing and employment. 

While China reaped early dividends from centralized planning and bold investments, India’s gradualist, 

consensus-driven reforms balanced economic liberalization with institutional continuity. Each approach has 

produced distinct strengths and vulnerabilities—China faces demographic decline and debt overhang, whereas 

India must address job creation, inequality, and human capital development to realize its full potential.  

Both nations are now navigating new global challenges, from geopolitical tensions to climate imperatives. As 

they shape the 21st-century global economy, the India-China comparison underscores that sustainable 

development depends not only on growth metrics but also on inclusive institutions, adaptability, and long-term 

vision. For emerging economies, this comparative lens offers critical insights into the complex trade-offs 

between speed and stability, centralization and decentralization, and efficiency and equity in the pursuit of 

prosperity. 

India and China present two distinct narratives of economic development. China's state-centric, manufacturing-

led model has delivered spectacular growth, infrastructure, and poverty reduction, albeit with limited political 

freedoms. India’s democratic, services-driven approach has shown potential but faces challenges in scale, 

inclusivity, and execution. 

Going forward, India has the opportunity to leverage its demographic advantage, digital innovation, and 

democratic dividends. However, it must address structural bottlenecks in education, infrastructure, labour 

reforms, and governance. China, meanwhile, must manage its transition to a consumption-driven economy 

while dealing with aging, debt, and global strategic pushback. 

For policymakers, scholars, and economists, the India-China comparison offers vital lessons on the interplay 

between state capacity, market dynamics, and development outcomes. It underscores the reality that there is no 

one-size-fits-all model of growth—context, culture, and capacity all matter. As both countries continue to shape 

the global economic order, their experiences serve as guideposts for other emerging economies navigating the 

turbulent waters of globalization and development. 
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