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The India Growth Story: Challenges & Way Forward 

India has retained its position as the fastest growing economy in the world, with its gross 

domestic product (GDP) being projected to expand at 7.5 per cent in 2019-20. The prominent 

growth drivers for the third largest economy in the world (PPP) are Domestic Consumption, 

Gross Fixed Capital Formation, Exports and Government initiated Policy Reforms. India 

aspires to be a high-middle income country by 2030 – for a country with a billion plus 

population, this implies consolidating on its innate comparative advantages and leveraging 

opportunities out of seemingly endemic challenges.  

 

India’s demographic dividend is supported by numbers, but challenged by its low labour 

productivity. The need of the hour is to augment labour productivity through skill 

upgradation and employment friendly labour reforms. Labour force participation rate for 

women should also increase in the country. MSMEs, Startups, Social Entrepreneurship 

Ventures, Export oriented production units can significantly add up to the employment 

numbers in the country. MSMEs and export oriented units in the country can be supported 

through employment generation incentives; startups can be handheld through investor 

connect, market connect and validation procedures. Infrastructure projects, particularly 

connectivity initiatives foster employment generation. Public Private Partnership models can 

be boosted through built in contract renegotiation mechanisms.  

The farm income may increase on the implementation of Information and communications 

technology (ICT) backed production technology packages, which will ensure seamless farm 

to fork connectivity through an efficient value chain. Cluster based approach and 

automation would help in lean manufacturing and will help to augment productivity. MSMEs 

need active handholding in terms of financing connect, market connect and greater Ease of 

Doing Business.  
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One of the challenges facing India has been its overt dependence on domestic demand for 

expansion of economic activities. US-China Trade War may deepen India’s export gains, 

given India improves her export competitiveness. India’s present export basket to the world 

is mostly dominated by primary commodities and natural resources, with a small percentage 

of high end manufacturing products. To gain a greater share of the international market, 

India needs to focus on its competitiveness in exports (including traditional exports). The 

incidence of direct taxation in India is still high, as compared to mature economies like USA. 

Corporate taxes for India are higher than the Asia Average & also the Worldwide Average 

and needs rationalization.  

India’s retail Inflation is lying below the Reserve Bank of India’s (RBI) medium-term target of 

4 per cent, it generates some leeway for lowering the cost of credit. However, agri 

production is mostly dependent on monsoon and post harvest losses are high. No further 

rate hike by the US Fed in 2019 precludes any immediate resultant dollar rally & consequent 

FII outflows. However, oil, India’s biggest import item can drive up headline inflation and 

CAD, if it is northbound. 27 percent of India’s total imports are mineral fuels, oils and waxes 

and bituminous substances. Libya civil war, OPEC-led cuts and U.S. sanctions against Iran 

and Venezuela may also exert upward pressure on crude prices.  

Fiscal consolidation is a priority for the Government. The Government has financed fiscal 

deficit FY19 (3.4 percent of gross domestic product in 2018 -19) by substantial borrowings 

from small savings and cuts in Government expenditure.  The corporate debt market in India 

should mature, as meeting long term financing needs of the country through the banking 

system only, may add to asset quality issues. A stable political and legal environment and 

robust investor protection measures would help to garner greater foreign direct investment 

(FDI) flows for the country.  

To sum up, India is poised to ride the next growth wave and the medium term growth 

outlook for India is a tad bit lower than 7.34 percent (IMF), based on the assumptions of 

continued implementation of structural reforms and easing of infrastructure bottlenecks.  


