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General Studies – 3; Topic: Indian economic growth and development 

Sustaining India's Growth Momentum 

1) Introduction 

 The Indian economy is expanding at a fast pace, boosting living standards and reducing poverty 
nationwide.  

 Further reforms are now necessary to maintain strong growth and ensure that all Indians benefit 
from it, according to a new report from the OECD. 

 Maintaining the reform momentum will be critical to boosting investment and creating the quality 
jobs  

2) Recent Reports 

 IMF and OECD conclude that Indian economic growth is robust, propelled by consumption demand 
and accelerated structural reforms.  

 India’s economy will remain on a strong growth path aided by robust consumer demand, and 
higher agricultural output driven by a good summer monsoon, says a new Asian Development Bank 
(ADB) study. 

 India’s recent growth rate of more than 7 percent annually is the strongest among G-20 countries.  

3) Positives 

 Continued fiscal consolidation 

 A modest current account deficit 

 Subdued inflation 

 Enhanced public and private consumption 

 Declining debt-to-GDP ratio 

 The ease of doing business in India has improved. 

 States are given more freedom and incentives to tailor public policies to local circumstances.  

4) Downside risks  

 Sharp increases in commodity prices, particularly oil 

 A sudden global slowdown impacting remittances and exports 

 Twin balance sheet problem of both corporates and banks as highlighted in the Economic Survey 

 Inequality in income and in access to core public services between states and between rural and 
urban areas is currently large across India 

 Low tax to GDP ratio and non tax compliance 

5) Concerns 

 OECD’s survey raises concerns about India’s large interest payments due to the high levels of public 
debt as compared to other emerging economies.  

 Although India does not face a challenge with respect to labour supply, the quality of labour has 
become a big concern 

 Current weakness in investment demand, has emerged as a major challenge for sustaining growth 
momentum 

6) How to Sustain Growth Momentum 

 Digitisation 
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a) Digitisation and reducing dependence on cash transactions will accelerate the pace of financial 
inclusion and formalisation of the informal economy. 

b) GST (Goods and Services Tax) regime and move towards formalisation of the economy using 
technology would reduce disparities. 

 Public Expenditure 
a) Improving the quality of public expenditure than enhancing budgetary outlays 

 Governance 
a) Move to rule-based management of the economy as described by OECD’s Economic Survey and 

the IMF’s report. The constitution of the Monetary Policy Committee, GST Council, Banks Board 
Bureau, are robust examples.  

b) Continuing efforts to improve universal access to core public services is essential. 

 Banking Reforms 
a)  Centralised Public Sector Asset Rehabilitation Agency (PARA) represents a systemic solution to 

the ailments of the banking sector.  
b) Constitution of a Banking Council to facilitate a dialogue with political parties and stake holders  

 Devolution 
a) Local government entities need greater empowerment beyond the enhanced devolution of 

resources based on the recommendation of 14th Finance Commission. 
b) Enabling local bodies to impose and realise property taxes and other levies would strengthen 

their financial viability.  

 Labour Reforms 
a) If India has to achieve a GDP growth of nine per cent, it will have to raise its labour productivity 

growth by 73.8 per cent over the rate achieved in FY15. 
b) Sharing of best practices, particularly labour regulations and land laws between states could 

add to the reform momentum. 
c) Creation of more jobs in manufacturing sector especially in labour intensive industries like 

apparels and leather industry will help increase exports. 

 Poverty Reduction 
a) Priority areas for future action, including continuing plans to maintain macroeconomic stability 

and further reduce poverty 
b) Raising living standard in poorer states will require increasing productivity in the agricultural 

sector.  

 Tax Reform 
a)  A comprehensive tax reform could help raise revenue to finance much  needed social and 

physical infrastructure and promote corporate investment 

 Infrastructure 
a) Better urban infrastructure will be needed to fully exploit cities’ potential for job creation 

7) Conclusion 

 The future may look bright but pursuing and deepening structural reforms is the way forward. 

 Albert Einstein once said, “We cannot solve our problems with the same thinking we used when we 
created them.” 

 
 


