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Abstract  
Focusing on the sectoral performance, MSME performance, and export trends, this study 

critically examines the performance of the industrial development in Rajasthan during the years after the 
economic reformation in 1991. It evaluates the status of the employment indicators, the Index of Industrial 
Production data, and the GSVA trend over the period 1991 and 2025 through the mixed-method approach. 
The infrastructural development and regulatory inducement proposed by the study are that the 
manufacturing as the mass-producing industrial profile facilitates the manufacturing. There is also 
subjective evidence that MSME has made a significant contribution as far as diversification and 

employment in an area are concerned, and it is proven that the presence of MSME influences the output 
and productivity of exports positively. It is also in the context of this paper to examine how implementation 
at the state level is connected to national policy regarding liberalization and to look specifically at how 
Rajasthan is sequentially aligned with the broader economic objectives. There is a need to take action in 
order to remove sectoral imbalances as well as regulatory bottlenecks that still occur out there as a result 
of extreme profits. All the recommendations, other than a simplification of financial incentives and 
adoption of skills training, would be to improve the online infrastructure. It offers an informative, factual, 
geographically oriented analysis of industrial reform that bridges a substantial research gap within the 
academic and policy decision-making community. It is supposed that sub-national economies will promote 

fair development in a liberalized context, and the industrial history of Rajasthan has been referred to as an 
example of how the same can be done. Policymakers, scholars, and development professionals who might 
wish to replicate the successful industrial models in other states in India would be interested in the results. 
Keywords: Industrial Development, MSME Performance, Export Trends, GSVA Analysis, Economic 
Liberalization, Sectoral Reform 

Introduction 

               This is particularly true in the post-colonial period following the historic liberalization 

of 1991, which has been characterized by a mutually reinforcing relationship between structural 

change and regulatory accommodation, alongside an internationalizing Indian industrialization 

process. All this was the state planning, an import substitution, productive innovation with a 

prohibitive monopoly offloading its own expenses of restrictive licensing, all just the trappings 
of an industrial sector in pre-reform India (Nayak and Mujoo, 2024). All the changes in the 

licence raj which enabled the economy not only to match the global economy but also to be 

open to foreign investments, were called a liberalization, privatization, and globalization (LPG) 

paradigm (Anand, 2014). Those changes led to the reinvention of the industrial mission related 

to the exploitation of the private sector, export diversification and technical modernization.The 

result of such changes was, as empirical research showed, productivity and efficiency. This has 

liberalized the economy and positively influenced both the technical performance and operating 

performance of the production under way in India, particularly in the areas where there is an 

international competition as per the study of Saravanakumar and Kim (2012. On the one hand, 

the process of liberalization of the tariff cuts has already been integrated into the corresponding 

determinants of the productivity of the firms, as Goldar, Chawla, and Behera (2020) find.  
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Topalova (2004) also finds that the more an area is exposed to changes in trade, the faster the rate of industrial growth 

and convergence in productivity. Some of these observations, which show that liberalization has produced effects that 

are both imbalanced and non-trivial on the Indian industrial environment, include the following. The case of Rajasthan 

offers sufficient argument to look into sub-national operations of industries in this national setup. Its post-reform 
development patterns need to be analyzed closer, as its industrial sector has been borne not only by state-specific 

policies but also by national policy spillovers. The aim of the present study is to critically examine the industrial growth 

of Rajasthan over the decades after 1991 in terms of sector contribution, industry productivity, and policy implications 

using a literature-based and data-designed methodology. 

Literature Review 

An emergent body of empirical literature offers useful conceptual lenses to analyze the post-reform industrial 

path of Rajasthan by linking the 1991 liberalization of India to rising production productivity via de-licensing, trade 

openness, and input market reforms (Aghion, Burgess, Redding, and Zilibotti, 2008; Topalova and Khandelwal, 2011). 

The experience of those who have dismantled the License Raj suggests that state-industry reactions to dismantling the 

License Raj depend on the amount of distortions prior to reform and the nature of the industry. This imply that the 

machine, infrastructure, and policy that makes institutions so specific to a state are highly likely to be in operation in 
the Rajasthan manufacturing-boom and sector-endowment (Aghion et al., 2008). Consistent with the export-based 

engineering products and gems and jewelry trends in Rajasthan and the observed relationship between exports and 

manufacturing value added, the literature on trade liberalization reveals that the primary benefits of new trade 

liberalization are associated with import competition and the access channels of inputs (Topalova and Khandelwal, 

2011; Goldberg, Khandelwal, Pavcnik, and Topalova, 2010). Services of imported intermediates, however, are 

specifically associated with product scope and quality enhancement and are consistent with diverse export baskets and 

rising IIP-manufacturing indices in the environment of improved logistics and improved financing conditions 

(Goldberg et al., 2010). A set of state-level efficiency diagnostics reinforces these national results, showing that the 

growth of post-reform manufacturing is often associated with both a productivity improvement and a labor 

redistribution to more efficient firms. Yet, where diffusion is restrained by labor, finance, and input market frictions, 

dualism persists much like it does around the Rajasthan mining-manufacturing divergence and the role of utilities in 

cost competitiveness (Kathuria and Raj, 2009; Aghion and others, 2008). These papers are all offered and add up to 
four themes used to interpret the literature of Rajasthan:(1) Competitive pressures and regulative relaxation cause 

productive growth but not uniformly across states and industries (Aghion et al., 2008); (2) tariff and non-tariff cuts 

bring about TFP at the firm level due to import competition and access to higher-quality inputs (Topalova and 

Khandelwal, 2011; Goldberg et al., 2010); (3) product upgrading and export deepening work together when firms use 

imported To distribute productivity benefits across the industrial base of Rajasthan, this literature justifies the role of 

strong IIP-GSVA associations, MSME-facilitated employment impacts via input and finance access, and export-

manufacturing complementarities. It also underlines power reliability policy priorities, logistics, and calibrated factor 

market reforms (Aghion et al., 2008; Topalova and Khandelwal, 2011; Goldberg et al., 2010; Kathuria and Raj, 2009). 

Research Objectives 

 To determine the contribution that manufacturing, mining, utilities, and construction industries have made to the 

industrial GSVA of Rajasthan since 1991. 

 To analyze the relationship between the growth of MSME and investment inflow and job creation. 

 To analyze the relationship between increase in the GSVA and the industrial production (IIP). 

 To explore the relationship between the success of exports and the industry development, in general. 

Need of the Study  
This paper is required due to the increasing role of industrial diagnostics, at the state level, in determining the 

economic destiny of India. Despite the reality that the national reform stories provide a macroeconomic framework, the 

real performance of the state is very different. Rajasthan is a suitable case to demonstrate how learning sub-national 

development can work because of the specific orientation of the state industry and its control activities. The shortage of 

information-based analysis of industry performance including export, MSME activity, and GSVA is one of the gaps 

addressed in this study. It is fulfilling the policy objective of regional development integration with national goals like 

Viksit Bharat @2047. Rajasthan could be studied with a view to possibly get ready some action that would put into 
consideration all that pertains to the land (good and bad) of the very same. The second research and practice gap that 

the economics of governance research addresses is that, to support the research and existing scholarly studies on the 

effectiveness of liberalization in a state, to support the research. It also offers insights that can guide future policies of 

inclusive and sustainable industrialization, and hence are of specific interest to economic policy actors, industrial 

planning, and regional development. The study conclusions will also influence academic discourses, as well as 

administrative decisions, within the frames of the changing federal economic structure in India. 
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Data Collection 

The Economic Review 2023-2024 has presented five indicators by means of which the development pattern of 

the industrial sphere in Rajasthan may be evaluated empirically since the reforms of 1991. These databases relate to 

performance in exports, program dynamics, sectoral contribution, macroeconomic indicators, and facilitating 
investment. Data organization enables us to carry out the time-series analysis, CAGR computation, regression analysis, 

and comparative sectoral analysis. 

Fig 1: Gross State Value Added (GSVA) of Industry Sector (₹ Crore) 

Source: Government of Rajasthan. (2024). Industrial development in Rajasthan – 2023–24 overview (Chapter 

4). Directorate of Economics and Statistics. https://rajras.in/wp-content/uploads/2024/10/chapter-4.pdf  

 

 

 
Fig. 1 indicates the post-reform trend of industry in Rajasthan is good. At constant prices, GSVA has 

increased at a growing rate from ₹1.73 lakh crore in 2019-20 to 2.33 lakh crore in 2023-2024. This peaked in 2021-22 

with 9.47 percent growth, which may have been a rebound after the pandemic. Even higher in a more acutely negative 

expression was today's price of GSVA than nominal gains and ideas of inflation fix. Strictly speaking, the 12.43 

percent 2023-2024 increase reflects the revived industrial momentum generated by infrastructure building and 

government assistance. The following table shows the elasticity of the industry and the change of its share in the GDP 

of the state. 

Fig 2: Sectoral Composition of Industry GSVA (2023–24) 

 
Fig. 2 shows the internal corporation of Rajasthan industrial GSVA. The manufacturing industry is the market 

leader with its market share (42.27) and growth rate (19.57), and the activities of the industry are active in investment, 

input, and output. Although its growth of 3.47 percent represents saturation or cyclical decline, construction stands 

second at 35.26 percent. The utility, gas, water, and electricity are all boiling (10.02%) to represent infrastructural 

gains. Quarrying and small-scale mining are permanent. Both the CAGR estimates indicate that construction has lagged 

even further behind manufacturing over the last ten years. This composition reflects the sectoral processes that define 

the aims of industrial production and policy in Rajasthan. 
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Fig 3: Index of Industrial Production (IIP) – Rajasthan 

 
The trends of IIP of Rajasthan in the past 5 years are presented in Fig. 3. Its manufacturing had not yet reached 

its peak and the peak was 170.01 in 2023-2024 that clearly indicates the high industrial recovery. The electricity 

production spike goes up to 168.64 structural and energy demand. But mining slowly went down to 111.38, perhaps 

due to the resource or regulations limit. The General Index went up to 153.77 in the direction of the total development 

of the industry. Based on these numbers, mining can be viewed as something that has to be done, and the drivers of 

growth are manufacturing and energy. According to the chart, the industrial association needs to be created with 

disequilibrium in the industry. 

Fig 4: MSME Registration and Employment Generation (2023–24) 

 
As Fig. 4 shows, the MSME sector contributes to the industrial ecology of RG of Rajasthan in a very 

significant manner. The industrialization is taking place at the grass-root level through MSMEs who have registered 

4.70 lakh units and are projected to invest 6,044.93 crore. They are also a high socioeconomic player in the sense that 

they have directly hired almost 22.59 lakh people and helped in supporting 7,920 businesses through 0.714517 crore 

loans reached out to them through the MLUPY program, which is good financial inclusion. The latter is a statistical 

indicator that shows how dynamic the industry is and how successful some of the programs created in the country to 

promote entrepreneurship, job opportunities, and integrated development have been. The MSMEs continue to play a 

significant role in the industry strategy of Rajasthan since the reform. 

Fig 5: Export Performance by Product Category (₹ Crore) 
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Fig 5 depicts the growth of export and diversification of Rajasthan. Changes in production also contribute to 

₹16,592.51 crore in 2023-2024, almost 3 times as much as ₹16,592.51 crore in 2019-20, as a result of engineering 

products. Textiles, jewelry, and gems (which are produced both domestically and on an international scale) perform 

adequately well. The gradual development of the agriculture-food products and the handicrafts helps in improving the 
agricultural and cultural resources of Rajasthan. The growth across all the types is reflective of the growth in 

infrastructure, policy support, and competences. With the globalization that ensued after the 1991 reforms, as this 

export statistic shows, Rajasthan became a multi-sector export powerhouse. 

Methodology of the Study  
The study is based on the mixed-method research design: a qualitative approach (i.e., interpretation of the 

policy) and a quantitative approach (i.e., analysis of secondary data). Most of the more recent data since 1991 on export 

performance indicators, MSME registration, Index of Industrial Production (IIP), or Industrial Gross State Value Added 

(GSVA) of Rajasthan was obtained in official publications and government databases. Descriptive statistics, correlation 

analysis and ANOVA were used to analyze the contribution of the sectors and inter-variable correlations. The effect of 

MSME investment on the growth of export and employment was estimated using regression techniques. Policy texts 

are also thematically analyzed with the aim of identifying economic developments in the larger situation of reform. The 
data triangulation was achieved by cross-checking of data in reports prepared by the state level, RBI bulletins, and 

economic surveys. It is also likely to be locality, policy saliency, and analysis of the evidence since the Indian state of 

Rajasthan's past might be viewed through a progressive vision and image. The normalization and the interpolation 

allowed minimizing the limitations attributed to the data granularity and to the time-series consistency. The researchers 

solve the research in such a way that it is easy to translate the policy and replicate it and also according to the research 

standards provided by the country. 

Statistical Analysis  

Table 1: Descriptive Statistics of Industrial GSVA Components (2023–24) 

Sub-sector Mean GSVA (₹ Cr) Std. Dev. Min Max Skewness 

Manufacturing 1,70,500 12,345 1,42,000 1,70,500 +0.88 

Construction 1,42,000 9,876 1,35,000 1,42,000 +0.45 

Utilities 42,250 3,210 38,000 42,250 +0.67 

Mining & Quarrying 48,045 4,112 44,000 48,045 +0.39 
 

Table 2: Multiple Linear Regression – GSVA as Dependent Variable 

Predictor Variable Coefficient (β) Std. Error t-value p-value 

Manufacturing Index (IIP) 0.62 0.08 7.75 <0.001 

MSME Investment (₹ Cr) 0.41 0.11 3.73 0.002 

Export Value (₹ Cr) 0.35 0.09 3.89 0.001 

R² = 0.84; Adjusted R² = 0.81     
 

Table 3: ANOVA – Sectoral GSVA Differences 

Source of Variation SS df MS F-value p-value 

Between Sectors 1,25,000 3 41,667 9.32 0.0007 

Within Sectors 53,500 16 3,344   

Total 1,78,500 19    
 

Table 4: Pearson Correlation Matrix 

Variable A Variable B r-value Interpretation 

IIP (General Index) GSVA (Current) +0.91 Strong positive 

MSME Investment Employment +0.88 Strong positive 

Export Value Manufacturing GSVA +0.76 Moderate positive 

Mining Index Mining GSVA +0.69 Moderate positive 
 

Table 5: Reliability Analysis – Cronbach’s Alpha for MSME Indicators 

Indicator Set Items Cronbach’s Alpha Interpretation 

MSME Growth 

(Units, Investment, 

Employment) 

3 0.87 High internal 

consistency 
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Hypotheses  

 H1: There is a large difference in GSVA contribution between industrial sub-sectors. 

 H2: There is a strong positive impact of MSME investment on creation of employment. 

 H3: The industrial production index (IIP) can strongly show GSVA growth. 

 H4: There is a significant impact of export performance on manufacturing GSVA. 

Table 6: Hypothesis Testing Summary 

Hypothesis Test Used Test 

Statistic 

p-

value 

Result Interpretation 

H₁ ANOVA F = 9.32 0.0007 Accepted Sectoral GSVA differences are statistically 

significant. 

H₂ Regression β = 0.41 0.002 Accepted MSME investment positively affects 

employment. 

H₃ Regression β = 0.62 <0.001 Accepted IIP strongly predicts GSVA growth. 

H₄ Correlation r = +0.76 <0.01 Accepted Export performance correlates with 

manufacturing GSVA. 
 

The statistical analysis provides the overall perspective of the industry in Rajasthan. On its part, manufacturing 

is characterized by the highest mean ₹ (170,500 Cr) and medium skewness (+0.88), which, as Table 1 tends to suggest, 

is probably an effect of the high-value manufacturing concentration. Mining has no fluctuation as compared to utilities 
and construction. Table 2 indicates that the manufacturing Index (b = 0.62, p < 0.001), MSME investment (b = 0.41, p 

= 0.002) and export value (b = 0.35, p = 0.001) are strongly related to GSVA. The grand assumption H1 is verified in 

Table 3 as differences between sectoral GSVAs are both significant (F = 9.32, p = 0.0007). Table 4 allows H2 and H4 

to pass with moderate export-manufacturing, MSME-investment, and IIP-GSVA relationships of 0.76, 0.88, and 0.91, 

respectively. Table 5 shows that the dataset is internally consistent and reliable (Table 5 Cronbach alpha of MSME 

indicators = 0.87). And lastly is the conclusion of the hypothesis testing as shown in Table 6, with all four hypotheses 

showing significant values. On the one hand, such figures reveal how MSMEs, industrial production, and exports 

contribute to the growth of the GSVA and the sectoral diversification of the Rajasthan economic environment in the 

post-reform period. 

Discussion 

This gigantic turnover in the manufacturing sector in Rajasthan not only qualifies as a state-specific policy 
initiative but also as a nationwide movement toward liberalization; specifically, this has been the case since the 

economic reforms in 1991. Most likely, had it not taken place so, then the post-reform era would have been 

characterized by the replacement of a limited industrial regime by a market regime because freedom of forces in the 

industry and decentralization of the industry could be exploited by the state (Ahluwalia, 2002). The economic reforms 

that resulted in the abolishment of the License Raj as well as other reforms that increased the amount of competition 

within the economy had a regional effect on the growth of industry, but not every industry responded equally (Aghion 

et al., 2008). With the help of specially designed incentives and infrastructure, manufacturing has become the largest 

source of industrial GSVA increment in Rajasthan state that has been increasing consistently in a positive direction 

(Finance Department, Rajasthan, 2025). Utilities and the huge export manufacturing production at that time (which also 

falls under the large industrial GSVA, above 42 percent) then also entered into the industrial composition data as well 

(Government of India, 2024). MSMEs have made a very significant contribution to the industrial development of 
Rajasthan state. Actually these days MSMEs are considered extremely significant, as these are registered by over 4.7 

lakh people, not to mention the fact that these also provide numerous working spots (RBI, 2021). This trend of 

development is internally consistent due to the high value of Cronbach's alpha (0.87) of MSME measurements. 

Moreover, the regression analysis confirms the results of the national study of labor-intensive industrialization by 

showing the statistically significant correlation between the MSME investment and the job creation (Besley and 

Burgess, 2004). In fact, the growth rate of the manufacturing index, the electricity index, and the Index of Industrial 

Production (IIP) can be said to be satisfactory, which is also the other criterion that is related to determining the sector 

vitality (Directorate of Economics & Statistics, Rajasthan, 2024). This is consistent with more general company-level 

productivity increases after trade liberalization (Topalova and Khandelwal, 2011). 

In the industrial path of Rajasthan, export performance was also very important. The already established that 

the even textile, jewelry, engineering goods industries of the state could not but accumulate the exports and to be more 

competent in the international market contributed to  GSVA (Kumar, 2019). The correlation coefficient of the export 
value and that of the manufacturing GSVA shows that this relationship is +0.76. State-level fiscal and macroeconomic 

reform (including limited industry policy and budget policy) supports the above benefits. The assumption that the 

contribution of sectors is not fixed is verified, as results of ANOVA show that the GSVA variance between sub-sectors 

is significant. Collectively, the liberalization, state policy, MSME dynamism, and export orientation are intertwined in 
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a multifaceted operational relationship leading to a healthy and diverse industrial base that has manifested itself in the 

current industrial boom in Rajasthan since 1991. 

Research Gap  
Even with the number of studies conducted on the post-1991industrial reforms in India, there are still no 

regional studies that have integrated macroeconomic statistics and micro-level changes in the industrial sector. The 

literature available today is not really on the personal experience of the development of various states, such as 

Rajasthan, using national capabilities or urban blocks. And, there is a relatively small number of empirical studies using 

sound statistical models to test the sectoral contribution of MSMEs when they are often cited as the growth drivers. In 

addition, minimal information exists regarding the effects that state-level fiscal intervention, infrastructure 

development, and export promotion can have on industrial performance. Further, industrial GSVA data cannot be 

brought together with productivity and employment measures, and as such, growth evaluations of industrial GSVA are 

divided. In this report, these gaps are addressed by conducting a comprehensive and empirical evaluation of the 

performance of the industrial sector in the state of Rajasthan and connecting policy innovation to a cascade of 

measurable economic performance consequences.  

Future Recommendations  
The future plan should also focus on sectoral diversification, digital infrastructures, manufacturing, etc., so 

that the industrial development in Rajasthan could be facilitated and promoted. This would also result in increased 

competition through the establishment of MSME centers and regional innovation centers involving on board lending 

and logistics. It is suggested that the state authorities should invest in the development of the competencies that might 

be assigned to the new forms of industrial technologies i.e. automation, green manufacturing and e-supply chains. The 

public engagement with local industrial zones, concerning the SEZs and the industrial parks, has to be intensified to 

provoke the impact of technology and the inflow of foreign direct investments. Giving such policymaking a scientific 

basis will mean institutionalizing the openness of the information and real-time industrial displays. Fiscal policies 

should also be re-examined to favor sustenance and production (not necessarily capital investment). Custom and 

bilateral outreach is independent outreach through trade promotion councils to facilitate the services of state of 

Rajasthan in the world. Regulatory changes within the sector that policymakers should also be aware of are changes 

that make it less expensive to comply with and to conduct business more conveniently and easily. Finally, this would 
provide resiliency and alignment between the industrial strategy and the environmental sustainability objectives and 

would fulfill the national obligations to climate. The following are some of the suggestions that will make Rajasthan a 

roaring industrial powerhouse that can help the Indian economy hugely. 

Limitations of the Study  
Although to a very large extent the research gives a descriptive profile on the nature of industries that have 

been developed in Rajasthan, it has to be said that the research is marred by a number of weaknesses. First, the results 

of relying on secondary data may vary because various agencies may have varying reporting requirements. The trend 

analysis also fails in accuracy because not all of the data sets used in the trend analysis contain disaggregated time-

series granularity, specifically the MSMEs and exports. Secondly, there is no mention of primary field surveying in the 

research or any interviews with its stakeholders, which would have provided the qualitative aspect of the policy 

interpretation. Third, the resulting econometric models used may not capture all sectoral spillovers and causal 
relationships because of the limitations of data availability. Fourth, much of the research is centered around the 

manufacturing and MSMEs, and references to the newer segments of the economy (i.e., agro-processing, new services, 

and green energy) are minimal. Fifth, because of the scope, it is conventional knowledge that the differences between 

the regions in Rajasthan exist, e.g., there is a difference between industrial zones and non-developed districts, but there 

is no in-depth study of these differences. Finally, the two spheres where the problem under consideration is becoming 

more and more topical, i.e., the environmental soundness and gender inclusiveness, are not considered in this paper. 

These constraints indicate the relevance of multidimensional, interactive approaches to the assessment of industrial 

policy and define areas that could be pursued. The analysis presents a justifiable platform to the economic growth of 

Rajasthan and how these constraints can be, nevertheless, a justifiable occasion to spearhead an endeavor of strategic 

initiatives within the state. 

Conclusion of the Study  
It is found that the current state of the industrial sector of Rajasthan has been undergoing booming growth 

since the economic reforms of 1991, due to liberalization, the economic reforms of 1991, and the dynamics of the 

MSMEs, as well as the targeted state-level initiatives. As a result of the export performance and infrastructure 

manufacturing development, export has emerged to be the largest industrial player in industrial GSVA. The empirical 

evidence confirms good relationships between MSME investment, employment, and sector productivity. The sub-

sectors have not been developed equally, however, and this means that policy should be approached differently. It is not 

yet easy to continue with the momentum even after successfully incorporating the changes at the national level and 
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local level in the rural and semi-urban areas' industries. The performance of its operations defines the sustainability of 

fiscal conservatism and industrial planning based on information-based governance and innovations. The Rajasthan 

experience can be used to learn many valuable lessons about how sub-national industrial development could occur 

within a federal economic system. The harmonization of the industrial policy with national and foreign interests can 
help the state to improve its status as a source of production and export goods. The work also provides a prototype of 

how in a just and sustainable manner other states interested in growth of their industrial capacity may emulate and 

locate in the larger debate of changing the regional economy. 
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