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Indian Economy – In Transition Stage…
 Inward oriented to outward oriented   

 Regulatory framework to enabler framework / facilitator

 Public sector dominated to private led economy

 UDC to one of the fastest growing emerging economies

 Paradigm shift in the economic planning formula

 Population pressure / liability to opportunity

India's exports and imports constituted 46% of GDP in 2015-16, where as this 
amount was only 16% of our GDP in 1990-91.



Economies - Rank

Country GDP (US$) Rank - 2018

United States $20.41 trillion 1

China $14.09 trillion 2

Japan $5.16 trillion 3

Germany $4.21 trillion 4

United Kingdom $2.93 trillion 5

France $2.92 trillion 6

India $2.84 trillion 7

Italy $2.18 trillion 8

Brazil $2.13 trillion 9

Canada $1.79 trillion 10

Source: IMF’s WEO, April 2018



New India….????

 Third largest economy in Asia……………..

 Largest democratic country in the world…….

 2nd largest populated country in the world…..

 2nd largest producer of wheat and rice………..

 2nd largest importer and consumer of gold………

 7th largest in terms of geographical size………

 5th largest economic power in the world…………

 3rd largest  economy - in terms of ppp



Current population size of India….

 Population of India = Combined population of USA, Indonesia, Brazil, Pakistan, 
Bangladesh and Japan. 

1 China

2 India

3 United States

4 Indonesia

5 Brazil

6 Pakistan

7 Nigeria

8 Bangladesh

9 Russia

10 Japan

UP (20 crore 2011) > Brazil 
UP + Maharashtra (31.2 crore) > USA

http://www.internetworldstats.com/asia.htm
http://www.internetworldstats.com/asia.htm
http://www.internetworldstats.com/america.htm
http://www.internetworldstats.com/asia.htm
http://www.internetworldstats.com/south.htm
http://www.internetworldstats.com/asia.htm
http://www.internetworldstats.com/africa.htm
http://www.internetworldstats.com/asia.htm
http://www.internetworldstats.com/europa2.htm


Is there economic slowdown in India???

 GDP growth of India has gone down to 5% in Q1 2019-20.

 Fitch Ratings growth forecast of India’s GDP - 5.5 % 

 RBI projection is 6.1 %

 Deceleration in automobile industries and FMCG

 Lower bank credit – NPAs 

 Twin balance sheet problems

 Decline in private consumption

economic growth to a six year low.

2018-19 – 6.8%

Q2: 7.0 per cent

Q3: 6.6 per cent

Q4: 5.8 per cent

Internal Factors

• IMF - India’s growth forecast to 6.1%
• World Bank – 6%



 The Indian economy decelerated for the fifth consecutive quarter in April-June, with 
GDP expanding by a meagre 5 per cent, down from 8 per cent recorded a year earlier. 

 This is the lowest growth outturn since 2013.



Maruti Suzuki India limited (MSIL)

 The net profit was down 39 per cent year-on-year (YoY)

 Sales volume down by 30 per cent

 Hyundai Motor India also reported a 17 per cent decline in sales 

if any company decides to stop manufacturing, it would
mean huge job losses and huge revenue to the Central and
State governments because of GST.



Fast Moving Consumer Goods (FMCG)

 The sales of the 30 listed FMCG companies:

 11-13 per cent between the June and December quarters of 2018

 lost speed to a 9 per cent growth in the March quarter of 2019 and

 further to 7.3 per cent in the latest June quarter 2019.

Steep drop in demand among rural 
consumers



External factors….????

 U.S. – China trade war

 Brexit 

 Geo-political issues



Demonetisation followed by faulty GST led 
to this slowdown

 While the GST was introduced in a hurry while the economy had not yet
recovered from the ill effects of demonetisation.

Good Economics 
Vs

Bad Economics 



 1. Rationalisation of GST, even if it leads to loss in revenue in the short term.

 2. Focus on increasing rural consumption & reviving the agriculture sector. 

 3. Liquidity crisis needs to be addressed. 

 4. Looking for ways to revive major job-generating sectors such as textile, auto, 
electronics and also subsidised housing. 

 5. Government needs to identify new export markets opening up due to the ongoing 
trade war between US and China.



Economic policies…???

 Fiscal policy - Central Govt. (Tax, Expenditure, Debt..)

 Monetary policy - RBI (CRR, SLR, Bank Rate, Repo…)
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Do you know fiscal stimulus???

 A fiscal stimulus entails the Government spending more from its own coffers or 

slashing tax rates to put more money in the hands of consumers.

 A monetary stimulus will see the central bank expanding money supply or reducing 
the cost of money (interest rates), to spur consumer spending. 

A ‘stimulus’ is an attempt by policymakers to kickstart a sluggish
economy through a package of measures.

Keynes argued that even small direct interventions by the Government to prop up demand, can have a
disproportionately high impact on economic growth due to the multiplier effect.
It revives business confidence, restarts projects, creates jobs……



Stimulus Packages….

 22 per cent corporate tax rate from 30 per cent 

 Foregoing of revenue to the tune of ₹1,45,000 crore, or 0.68 % of the GDP. 

 Rollback of enhanced super-rich tax on foreign and domestic equity investors 

 Exemption of start-ups from 'angel tax’ 

 A package to address distress in the automobile sector.

 Funding for recapitalisation of public sector banks.

PSBs plan – Loan Melas



 1. Rationalisation of GST, even if it leads to loss in revenue in the short term.

 2. Focus on increasing rural consumption & reviving the agriculture sector. 

 3. Liquidity crisis needs to be addressed. 

 4. Looking for ways to revive major job-generating sectors such as textile, auto, 
electronics and also subsidised housing. 

 5. Government needs to identify new export markets opening up due to the ongoing 
trade war between US and China.



Random Thought….????

 Investment-led growth revival (the lower corporate 

tax rate should ideally attract lots of investment, create jobs 
and catalyse economic growth) 

 Consumption-led growth (offering sops to the people 

on the hope that they will spend more and the ensuing 
demand will push up GDP growth) is right. 

 With low consumer confidence, any money put in the hands 
of the people would be saved rather than spent and such a 
move never creates a lasting demand. 

 Critics have argued that, in the absence of demand, 
corporates have no incentive to invest.

The government’s choice 



Monetary Policy Stimulus Packages….

 For the fifth consecutive time this calendar year, the central bank cut the repo rate by 
25 bps and the reverse repo by 25 bps

 The repo rate stands at 5.15 per cent and reverse repo rate at 4.90 per cent. 



In total, the RBI has cut rate by 135 bps starting from February
2019…….



Big failure of India…????

 India has failed to make use of the two-way relationship between

Economic 
growth 

Expansion of 
human 
capabilities 



Prospects….

 Schemes……..
Skill India

Make in India
Start up India
Stand up India

Digital India
MUDRA Bank

MGNREGA
PMJDY

Connecting India
Pradhan Mantri Awas Yojana

Soubaghya
Ujjwala ….

Demographic Dividend –
Bold Steps

Demographic 
Nightmare
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