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Current challenges to growth,
and long-term constraints

Many distortions remain in the regulatory and institutional envivonment that

hee first advance estimate of gross
dlomestic product (GDP) released
fer this month projected that
P wonld grow by 61.5%
showertha
recorded in 2006-17. Thisseemed to suggest that
the growth cvdlewasstillinadec
battered by the twin ~I|m sof del
andd the goosd:
L tion is misleading in my view, rh‘-
first advanee estimate of GIP is based on dat
covering only the lirst six orseven monthis of the
financial vear, which absorbed the worst of the
twin shocks. Moreover, it masks changes that are
visible only with higher frequency ds
Inmy previous column (goegl Sl
suggestedd that the growth eyl
outand moved ontoa recovery pha
growth, which had bee *
for the previows five quanters I!IIIJIuF HONG-1T,
Had fimally turmed around to 6.5% in Q2 Further.
his was backed by aiu
ital formation (GFCEF
hough modest at 4.7
than the growth of GFCF during the previous
Fostr epaiers.
happy 1o note that the advance estimate
ol GDP actually reinforces my conjecture.
Tmplicit inthe 6.5% annual forecast Isa quarterly
growth rate of 7% during the thirdand fourth
aquarters, implying that the growth recovs
o persisted for four suce
arhvanee estimates ind
lw.:lw}.'amc-upln
E45% In 20071
an invesiment rate
declining But it does
ment growt b, which had be II|H'|&|3|L' Iy
declining for several quaners il Qo
Thisturmaround of
everwek, i
ment fsthe
of growih |
Thus, wl
like real esta p.lmlll:- unm)..ml.rc-t!v1 torare
still in the doldmims, and a crisis persists in agri-
cultire, the econamy as a whobe seems bo hay
ot over the twin shocks and fimally moved on o
arecovery path, Moreover, the Central Statisti
il Chrygan vanee estimate is somewhat
lower than the projections of the Reserve Bank
of Tnliar. the International Monetary Fundaned

are infmical for high growth over the long term

SUDIPTO MUNDLE

is emeritus professor at the National Institute of Public Finance and Policy and was a
member of the Fourteenth Finance Commission.

ory. s poor design
andihe |Iu1|l mll -l u!lhou: adegquate adminds-
trative and techs e puratbon, especially for

the online good n-m-.\nmmn\-un;
Nhplatform,
sion and imposed
elen on the tax paye
introduction ofthe
n-lilmmllmll:u[

i n-rir-m.lh
ket with aunified indirect tax sy
strong pesitive impact on growth, The onge
deliberations of the Modi Committec on direct
taxes are also expocted 1o be rellected i pli-
el ol more effective direct tax system, possi-
by even in the forthcoming budget, with a fur-
ther positive impact ongrowth,
I the fMinancial sector, the government is
Tinally coming to grips with the problem of
excessively
levels of non-performing bo
public sector banks. This
Tactorunderlying the gro
on ol private iInvestment. Itu
tion schemes for banks, combined with im]rlr--
ition of the new Insolvency and Bank-
strong pesh Lo private
e same ks tre of pub-
rastucture projects, which have beena
m..ju. priority of the present gove L.
Onihe external front the piciure is mixed. The
global cconomy has seen; ~lrn||;,u1»lurnin
growth, However,
emerzing that pose
|1riw.-<:lui| 1

tion, and the
| eleficit as wellas the fis
that 1»11l-fn-u-|:.|nulnInn zing Afte
ren: m-lurlw.sh»rw\
the price \h nuk-
st few wee ﬁlnﬁr[lpc'rln.lrrl‘
popeilitieal uncertainties n West As
disbocation in some other oil-exporin
tries, This will pushup the

also put pressure on the ba
Mt‘llanllll-ﬁ\tulllll'"l it Thus, ulllmltnlhuh.il

other multilateral orp
T Forecast a growt
3 P the upturn ol quarterly growth per-
sists, It is qquite possible that growth in 2008-19
will exceedd

That being said, these ohservations

tions and exoge
the adverse

¥ £
wly metedl, However. it

fonin real ! 0r-

u'lnm  sector, and continuing :|r|||:|r||.«|n|m e
bottlenecks, the rising price of oil isa new threat
MOCCOnomic recovery.
'I'Ilm-r.ppun ties and challenges R‘Lﬂl' o
the eeonomy’s prospects in the short
great r,-rmnu-l’l\-».rlmul the connomy

tein high growt
Lo ions ro

1 e regulatory -
al environ that are infmical for growth.

shioild be
growth, not employment. T
sanized s

asalr

prhasized that this:
shiare of the unor-
Aor. including agriculiure. is micl

thon will e requilped, espeecially at the
state level with regard to reform of land and
labour markets and the eMclent delivery of pub-

http://epaper.livemint.com/epaper/viewer.aspx

rﬁutm e
| d Ko

176 million people trained under the pro-

rarume 25 April 2006, only 560000 people

cotild be centifiedd as having successfully com-

pleted the training and only 82,000 were ac

placed in jobs,

ai°s poor record inskilling its workfore

dlerives from the neglect of basic education inits
e from the 19504

enasa desirahle

amwards. Basic ed)
sockal goal bt nod

heavy industries, steel, ete
At o the “mira
ity basic education on
considered essential for cre
skilled industrial workers necessary for sucoess-
ful global competition.

Iy ies 002, about S0% ol India's pog-
i only primary education or less com-
parcd to o ather emerging

hirtdor Jr\\

lion”, 16
e changing

aryh that condition
ment rate of over O

ever, learning outcoms
ing even forthose with o
making themunfit for further
the 13% of population with tertiary educ:

the upperend in India isquite comparable with
that inthe emerging market econ
above,

s, the el
iev has resulted

lessand a

licservices. However,
wrovement whe :-hdu«rmlm«l ;x

e tratedd by Druiliar®
inthe Wi |'I Ban

Lwnpclllu, rwith o
ment, there
inboth the Lnd
What will be i II11||r!1|||'|Ml||ll1n|1.l|1"£'
iven our foundational weakness, is the poor
‘olourworkloree, A report published not
b M||!|§.£L' amber of commeroe
hility ol the
oM
<I||\ I|l~.ﬂm |1]]|\|I|’(ll|1<l1
Kforee was not employable! T
s ot really surprising when we note how [l

ropee and S0-90% in
ned Kores { sev
“mpliy m«nl lﬁll'l(“\tlull‘\l'ldlll( State” by
Sudipto Mundle, Indian Journal Of Labour Eco-

are is bunched at the
his peculiar bimo-
m»l]m‘h schinthe

lo|\ with te rlary educatio
dal e

il
1-m||I|u_u'|||| wericuliure ::rlulm\]umlllﬁl\
low technobogy enterprises iIn manufreturimg or
services emploving 10 workers or less, There are
very few emploved in enterprises with between
10-200 employees,

Tt is evident that with this missing
fileolec ! il

ehellee o

tomoveup toskilled, high-productiviry jobs.
This ks a major constraint forthe Indk

prresent, as reflected in its Jow share of gh
tiule, How it would compet
growth inaworld of rapidly o
technologies such as robotics
ligenee with such a workforee is hard to imagine,

Comnamients are welcome al viensafiverint.com

7



