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

India's GDP at 5.7% 
 

1) Introduction 

 India's GDP growth slumped to a three-year low of 5.7 per cent during the April-June period, 
lagging behind China 

 The Gross Value Added, a more appropriate measure of economic expansion remained flat at 5.6%. 

 The slower pace of GDP growth also means India lost the tag of the world’s fastest-growing large 
economy. 
 

2) Reasons for Slowdown 

  The manufacturing sector expanded at a mere 1.2 per cent compared with a 10.7 per cent growth 
in the same quarter last year 

 Businesses focused more on clearing inventories rather than production ahead of GST. 

 Demonetisation have also impacted economic activity during the quarter. 

 Slowdown in the agricultural sector as well which grew at 2.3 per cent down from 2.5 per cent in 
the same period last year. 

 The mining sector showed a dismal performance during the quarter.  

  
 

3) Positive Performance 

 Growth of over 7 per cent are in trade, hotels, 
transport and communication and services related to 
broadcasting, public administration, defence and other 
services 

 Annual infrastructure output growth accelerated to 
2.4% in July, driven up mainly by higher electricity and steel 
production. 

 
4) Concerns / Challenges 

 Creating jobs to absorb a million people entering the 
workforce every month. 

 Household savings moving away from physical assets, 
especially real estate may not be a good thing for the 
economy. 

 Share of bank deposits is not growing.  

 Continuous reduction in fixed capital formation which 
means low investment expenditure. 

 Low private sector credit offtake from the banks. 

 Exports are moderate and they are affected by rupee 
appreciation. 

 Reviving the investment cycle and tackling bad loans 
will be the key challenges in the current fiscal. 

 Bad loans in the banking system continue to remain 
high. Crisil estimates gross NPAs at 10.5% by March 2018.  
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 Poor implementation of the Kelkar Committee report and tackling the institutional bottlenecks that 
constrain PPP in India. 

 Make in India has not given successful results. 

 Economic Survey pointed out that mounting debt of corporates is holding up investments by the 
corporate sector. 

 State governments contemplating large-scale farm loan waivers, would push up interest rates and 
crowd out fresh lending. 
 

5) Way Forward 

 Intense focus of the government on implementation of announced reforms. 

 Pushing forward Government's ambitious mass digital and financial inclusion plans 

 Increase in capital spending by the government. Public sector must be proactive in expanding the 
investments. 

 A major thrust has to be given to Defence industry and India should become a member of Global 
Value Chains especially in electronic sector. 

 Steps should be taken to solve the twin balance sheet problem as early as possible. 

 The stress in the MSME sector must be addressed immediately and bring them on-board with GST. 

 Modernise agricultural sector to increase productivity and income of farmers. 
 
 


