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Clarion Call

India's Competitiveness in Perspective
India Undertakes Reforms, GDP Growth Slows
Macroeconomy And Trade

India passed through a phase moderating growth amidst structural
reforms. The rest of the BRICS economies saw a much-needed
positive uptick in growth. China has stabilised itself and set a new
normal for itself. On the whole, the world economy finally showed
its first signs of recovery for the first time since the 2008 crisis.1

The Gross Fixed Capital Investment rate has been falling
consistently. The average investment rate for the first three
quarters of 2016 was about 30% as against 29% in the
corresponding period of 2017. 2

Government expenditure has been the only factor driving
India's GDP growth having been on an upward trend
since 2015. However, after reaching to a high of 32% in
the first quarter of 2017, it fell drastically in successive
quarters. 2

The Private Final Consumption Expenditure fell
consecutively in the initial three quarters of 2017. From a
high growth rate of 11.1% in December 2016, it fell to 6.5%
by September 2017. 2
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Forex reserves of India have increased by 80-90 billion
dollars over the past 3-4 years. These ensure stability
amid any external uncertainties that may arise in the
future. 3

Consumer Price Inflation (CPI) in India has been
managed well but has seen a recent uptick. However, it
still remains in the price band of 4-6 percent mandated
by GOI and RBI. 3

1. India has witnessed a consistent dip in growth since the first quarter of 2016 only to see a revival towards the end of
2017. All the major components of GDP including private and public expenditure along with investments have displayed a
downward trend and are in need for urgent revival. The gains from the reform measures taken over the year by the
government like the Goods and Services Tax (GST) will start kicking in and push the growth rate forward in the current
fiscal. The CPI remains more or less in the mandated range but a recent uptick has become a cause for concern. RBI has
done well to maintain it within the prescribed band throughout the year.
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Infrastructure And Energy
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India's energy mix is steadily changing and moving
towards renewable energy like solar, wind and energy
generated from waste. However, thermal energy still
remains the biggest contributor of power generation.16

94% of Roads in India are Rural/Other roads. While
only 2% are National and 4% are State Highways. 5

Import of crude oil during 2016-17 was 213.932 MMT valued at ₹470251 crore as against import of 202.850
MMT valued at ₹416579 crore in 2015-16 which marked an increase of 5.46% in quantity terms and 12.88% in
value terms as compared to the import of crude oil during 2015-16 6
2. Improvement in Infrastructure Development is needed. This has be done across multiple sectors like rail and roads,
ports, inland waterways, airports, power, irrigation, pipelines, water supply and sanitation, etc. The energy transition is
taking place and the move to increase the RE to 175 GW by 2022 is laudable. Strategic reserves of crude oil along with
increased discovery can help India build its energy security.

Education

Manufacturing and Ease of Doing Business

The index of industrial production (IIP) has been volatile
but has seen a consistent rise over a decade long time
frame. Moving ahead India's manufacturing
competitiveness should be improved. 7

India has performed well among all pillars associated
with Ease of Doing Business when compared with South
Asia. Focus areas in the coming years should be
9
education, health and macroeconomic environment.

India moved up 31 notches in EODB 2018 ranking 100
out of 190 countries surveyed. Major improvements in
indicators such as resolving insolvency, paying taxes,
protecting minority investors & getting credit
contributed to the improvement in its performance. 8

Corruption once again tops the list of problematic
factors. However, impact of GST can help improve
overall rank further. 9

3. Manufacturing competitiveness can be improved further. Critically linked to manufacturing competitiveness is Ease of
Doing Business, India has to improve in the dimensions of the index where it is severely constrained like enforcing
contracts and dealing with construction permits. On the global competitiveness front India has increased its rank by an
astounding 31 places in one year. But much needs to be done along dimensions like 'Technological Readiness', etc.
Corruption still remains the biggest problematic factor for doing business in India. However, when the impact of GST is
factored in, the rank will witness further improvement.

Healthcare and Education
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Only 35% eligible households
know about RSBY benefits 13

40% of the households are
still not covered under RSBY 13
Ayurveda medical dispensaries accounts for about
60% of the total dispensaries under AYUSH systems.
Focus on Sowa-Rigpa which is is based on indigenous
medicine of Tibet enriched with Ayurveda, Chinese and
Greek Medicine will boost natural ways of curing. 15
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65.3% of the total out of pocket health expenditure accounts
for out patient treatment which is not covered under RSBY. 13
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4. Need for improvement in India's Healthcare and RSBY could be an effective means for remedying the situation.
However, not all eligible households are covered under the scheme. Moreover, a tiny proportion of the covered
households are aware about it. Finally, out patient treatment expenditure, which is the largest segment of OOP
expenditure, is not covered under RSBY. Such deficiencies of the scheme need to be addressed. In education the need is
to focus on more quality as well as quantity of education. Apart from some very good institutions largely the curriculum is
mired in the past and there is a disconnect between industry needs as academic curriculum.

Innovation, Science and Technology

India's patent grants had been increasing at an
exponential rate before the 2008 crisis. Almost a decade
later, they have not reached pre-crisis levels. Simplifying
patent procedures and removing any bottlenecks in the
IP regime are required on an urgent basis.14

State Innovation Index 2017 according to Income

The patent applications are mostly from pharmaceutical
companies, organic fine chemical companies and
computer technology which together account for a little
over 50 percent of all patent grants.14

State Innovation Index 2017 on a Map of India

State Innovation Index seeks to measure innovation environment across states in India. There is a categorization done on the
index according to a stage of development with fifty four indicators being used for building stage of development. At the top
of the Index are states like Delhi, Maharashtra, Tamil Nadu, Kerala and Goa. However, it must be said that these states also
pale in comparison to states and regions globally which are deemed as innovation hot-spots. These states have been
innovative largely because some locations and cities within these states have become innovative.
Overall the index seems to tell that the innovation environment is strong regionally in south and western parts of India. Thus
there seem to be a west-south and north-east divide. Delhi and Uttar Pradesh seem to be an exception to this rule and seem to
be doing well on the Index. States in peninsular India seem to be doing well on innovation environment. 17

5. Focus on awareness pertaining to protection of IP and creation of IP culture among citizens in India. Also, piracy and
dispute resolution mechanisms in IP remain an area of concern. Trade secret protection and its impact on building trust is
another area which can help SME's collaborate and improve their competitiveness. The need is also to foster an
innovation climate at both the union and state level in India with linkages between MSME's, academic institutions and
R&D labs of the government and private sector.

SEVEN MAIN POINTS OF THE CLARION CALL
1. INDIA'S GROWTH SLOWED OWING TO DOMESTIC REFORMS WHILE GLOBAL GROWTH REVIVED
2. GROWTH SLOWDOWN WAS WORSENED BY SUBDUED PRIVATE EXPENDITURE AND INVESTMENT SENTIMENT
3. GOVERNMENT EXPENDITURE PULLED UP GROWTH BUT HAS SEEN A RECENT DOWNTURN DUE TO FISCAL LIMITS
4. NEED FOR IMPROVEMENT IN MANUFACTURING COMPETITIVENESS
5. QUALITY & FOCUS ON LEARNING OUTCOMES- A MUST FOR HIGHER AND PRIMARY EDUCATION
6. FOCUS ON REDUCTION OF OUT OF POCKET EXPENDITURE AND EFFECTIVE HEALTHCARE SCHEMES
7. ACCESS TO TECHNOLOGY & BETTER IP POLICY REGIME FOR FOSTERING INNOVATION
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