AT THE CORE

Economic Growth:
Concerns & Challenges
by C Rangarajan

An 8-9 per cent annual growih rate can push up our per capita
GDP from the current US $1,600 to US $8,000-10,000 by 2025
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Stalled projects
Trends in Growth Available data show that the gross
The year 1991 is an impor.
tant watershed in the post-

investment rae of the Tndisn ccanomy
declined from the pek af 35.1 percent
of the GDP in 2007-08 0 32.3 per cent
in 201314, Even with this decline in
imvestment rue, with a nomal incre
mental capital-outpat ratio of 4:1. we

Severe economic erisis irig-
geved in pan by a serious bal-

The Economic Survey has exam-

decine in demand and lack of finance
The anlysis also shows that clear-
g the top 100 projects by value will
adkdess 83 per cent of the problem of
‘alled projects, Thus the casiest way
0 achieve higher growth in the short
run is 10 ensure that ongoing projects
oenpleted intime so that output will
flow aut o it However, u etum 1 the
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4 problem, it is best 10 contain the cur
tent secouns deficit over the medim
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structure segments such 1 coal, roads,
railways and power le largely in the
pebiic domain. Achieving the produc-
ton and capacity creation targets in
these public sector enterprises could
et nat anly a5 a driver of growth but

level mandated by FREM Act which is
3 per cent of GDP.

Medium Term Challenges
Over the medium term, many issues
need 10 be tackled. A reference was

also crowd in the priva What
€an inspire confidence is u lear sate
men from the government regarding
the quantum of investment tha will be
made by the vasious public sectar enti-
ies. This should be monitored every
quarter and the capital investments
mude should be made public. Besides
making the govemment accountable.
this willnspise confidence inthe mi

of investons

Stability

ance of payment situation. The
erisis was convened

8 per cent. Bt the actual growth ste
was much lower, declining much
more secply than warranted by

projects have not heen

il isa
peerequisice. And stbility i this con-
fexthas three dimensions — first, price
subiliy,next, low current sccount dei
it and thind, modest fiscaldefict After
same years of istubing trends, we have.
o schiesed 3 measure of siability in

plementary investments
have not been forth
coming. Tn some cases.
this €an als0 be due 1o
on-availability of eritical
inputs such as power.

peices five per
cent, We must continue (o maintain i at
this level. The current account halance
will henefit s a cansequence of the.
decline in crude il prices. Price ssbilty
will elp 10 mainisin the compesiive
nessof Indian exports While financing

ings and investment rate and imrove
the productivity of capital Sectorally,
the 1o key arcas that wauld need
focused attention are agricalue and
infrasueture. Even though sgriulivre
wributes only 1 per cent 10 GDP, it
il plays a erucial role. Any shortfall
in agricultural production fuels infl-
tion and the human distress is high as
e than S0 per cent of the peaple
depend on agriculture, The size of the
averze landholding is geting smaller
and smaller and how 10 make such
marginal holdings efficient and more
produtive is 3 enical issue that needs
1o be addressed

There hus been considerable

discussion on improving the infra-
Srcte in the county. Infrastucrure
prowih will faciltate growth of other
sectors. Transport and power seclors
Deed focused atiention. Policy frame-
work should be such 25 1o encourage
e flow of invesiment into these sec
tors and this should be accompanied
by efficient project level management

Ourtosa infrastructure needs are large.
Domestic investment will have to be
‘Supplemented by foreign insestment

Conclusion
In many ways the coming decade will
be crucial for Tndia. I Todi
8109 per centper annum, i s esimted
that per espita GDP will increase from
the cumrent lesel of US $1.600 to US

10 avercome the Jow grawih phase as
aquickly as possibl, as growih is the

Taunched s nurmber of schemes aimed
broudening the bese of growth, These
include the employment guaraniee
scheme, universalsation of education,
expansion of rural health, and provid:
ing food secunty. Al hese progrummes
have made a substantial demand on pub-
lic expendiure. It has been possible @
fund these programmes oaly hecause
of the suong growih that we hud seen
eulier, Growth hiad faciliated raising
more resources by the Governmen
clopmenthas many dimensioas
Ithas abe inclusive, it must be povery
reducing, and it must he environmen.
nendly. We need to incorporate all
these clements in the growh process
A suong and halanced growth will
enable the cconomy to achieve multiple
sl including redution in poverty
(The writer i o distingsashed ceon:
oot and former RBI Governor )
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