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[Indian Economy

8 1 COMMENT

The economy of India is characterized as a developing market economy. It is the world’s fifth-largest economy by nominal
GDP and the third-largest by purchasing power parity (PPP). According to the IMF, on a per capita income basis, India ranked
142nd by GDP (nominal) and 119th by GDP (PPP) per capita in 2018. Post 1991 economic liberalisation, the free market
oriented reforms propelled India to achieve 6% to 7% annual average GDP growth. From 2014 to 2019, India’s economy was
the world's fastest growing major economy, surpassing China.

The long-term growth perspective of the Indian economy remains positive due to its young population and corresponding
'ow dependency ratio, healthy savings and investment rates, and is increasing integration into the global economy. Despite
previous reforms, economic growth is still significantly slowed by bureaucracy, poor infrastructure, policy uncertainty,
agricultural mismanagement, inflexible labor laws, and complex land acquisition process.

The economy slowed in 2017, due to shocks of “demonetizaton” in 2016 and introduction of Goods and Services Tax in
2017. Nearly 60% of India’s GDP is driven by domestic private consumption and continues to remain the world’s sixth-largest
consumer market. Apart from private consumption, India's GDP is also fueled by government spending, investment and
exports. In 2018, India was the world’s tenth-largest importer and the nineteenth-largest exporter. India has been a member
of World Trade Organization since 1 January 1995. It ranks 77th on Ease of doing business index and 58th on Global
Competitiveness Report. With 510-million-workers, the Indian labour force is the world's second-largest as of 2018.

India’s largest trading partners are China, USA, UAE, Saudi Arabia, Switzerland, Germany, Hong Kong, Indonesia, South Kore
~ and Malaysia. In 2018-19, the foreign direct investment (FDI) in India was $64.4 billion with service sector, -
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India’s largest trading partners are China, USA, UAE, Saudi Arabia, Switzerland, Germany, Hong Kong, Indonesia, South Korea,
and Malaysia. In 2018-19, the foreign direct investment (FDI) in India was $64.4 billion with service sector, computer, and
telecom industry remains leading sectors for FDI inflows. India has free trade agreements with several nations, including
ASEAN, SAFTA, Mercosur, South Korea, Japan and few others which are in effect or under negotiating stage.

Ihe service sector makes up 55.6% of GDP and remains the fastest growing sector, while the industrial sector and the
agricultural sector employs majority of the labor force. The Bombay Stock Exchange and National Stock Exchange are one
of the world’s largest stock exchanges by market capitalization. India is the world’s sixth-largest manufacturer, representing
3% of global manufacturing output and employs over 57 million people. It has the world’s eighth-largest foreign-exchange
reserves worth $430 billion. India has a high national debt with 70% of GDP. while its fiscal deficit remained at 3.4% of GDP.
India’s government-owned banks faced mounting bad debt, resulting in low credit growth, simultaneously the NBFC sector
has been enqulfed in a liquidity crisis.

The Indian textiles industry is estimated at $150 billion and contributes 7% of industrial output and 2% of India's GDP while
employs over 45 million people directly. The Indian IT industry is a major exporter of IT services with $180 billion in revenue
and employs over four million people. India’s telecommunication industry is the world’s second largest by number of mobile
phone, smartphone, and internet users. It is the world’s tenth-largest oil producer and the third-largest oil consumer.

The Indian automobile industry is the world’s fourth largest by production. It has $672 billion worth of retail market which
contributes over 10% of India's GDP and has one of world’s fastest growing e-<commerce markets. India has the world’s
fourth-largest natural resources, with mining sector contributes 11% of the country’s industrial GDP and 2.5% of total GDP. It
is also the world’s second-largest coal producer, the second-largest steel producer and the third-largest electricity producer.
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Scope of Indian Economy

8 1 COMMENT

1. Economic and population growth

India is the world’s seventh-largest economy, sitting between France and Italy. Its GDP growth recently dipped to 5.7%; s

india Is growing faster than any other large economy except for China. By 2050, India’s economy is projected to be t
world's second-largest, behind only China.

ndia is home to 1.34 billion people - 18% of the world's population. It will have overtaken China as the world’s mo

populous country by 2024. It has the world's largest youth population, but isn't yet fully capturing this potential demograph
dividend — over 30% of India’s youth are NEETs (not in employment, education or training), according to the OECD.

2. Some progress tackling corruption

The newly-published 2017 edition of the World Economic Forum’s Global Competitiveness Report finds that, once agair
India’s executives consider corruption to be the most problematic factor they face when doing business within the country.

But it also shows that progress is being made. India again moves up the report’s rankings for the quality of institutions
continuing a recovery in this area that began in 2014 with the election of the Modi government. In particular, India now ranks
an impressive 23rd among all countries in the Global Competitiveness Index for perceived efficiency of public spending.

3 India’'s 29 states are now a common market
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Ihe new system is expected to boost efficiency, growth, and India’s tax take. Despite some technical glitches with the
online tax collection system, early signs appear promising.

4. Demonetization had mixed success

Last year, Prime Minister Modi unexpectedly declared that India’s highest-denomination banknotes — accounting for 86
cash - would no longer be legal tender. Instead they had to be deposited in banks. The aim was to retrospectively pu

lax evaders, as those with a stash of ‘black money' would face awkward questions. Unexpectedly, however, almos
banknotes were deposited.

Uisruption caused by the policy may have dampened GDP growth in the short-term, but it could also prove to have long-t
benefits. It increased the number of digital transactions being conducted within India’s economy, which are easier to tr
and 1o tax: since April, over twice as many Indians have filed tax returns than in the same period last year,

5. Growth needs to be more inclusive

Broadening its tax base should enable India to make much-needed progress in increasing the inclusivity of its econor

growth. India ranked a disappointing 60th among the 79 developing economies assessed in the World Economic Forui
latest Inclusive Development Index.

This is reflected in growing inequality: India’s richest 1% own 53% of its wealth, up from 36.8% in 2000. For comparison, t
richest 1% in the United States own 3/.3% of its wealth.

The rise in inequality is compromising the pace at which India is lifting people out of extreme poverty. About one-third of t
world’'s population living on under USS$1.90 live in India - some 224 million people. Oxfam calculates that if Inm;ga‘ﬂ
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