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Dancing towards $ 5 Trillion
Economy is doable only if it
adopts Holistic Beat

Aruna Sharma
Practitioner Development Economist and
ex Sec GolThe Indian economy seems to
have lost its way before realizing its full
potential. Multiple commentators have
acknowledged that the twenty-first centu-
ry will be an Indian century, but the coun-
try is currently facing one of the worst
economic crises since independence. Key
macroeconomic indicators such as GDP
growth, employment, and industrial output are pointing towards
a deep-rooted malice in the economy. The situation warrants a
paradigm shift in policy making that will entail evolving a
“holistic approach to policy making by breaking multiple silos”.
Unfortunately, the attempts to revive economic growth rely on
patchworks, not on a systemic thought process.At the centre of
the crisis is a slowdown in demand and investment that has
affected the economy’s ability to create jobs. The trade tension
between the US and China was seen as an opportunity for India

to become a global
manufacturing hub
it ted t
nivmoredt | DANCING
firms  that  were TOWARDS

looking to get out of
China gButg;he crisis The $5 Trllllon Economy

saw smaller coun-
tries such as
Vietnam and
Bangladesh making
the most of the
opportunities. It is
widely accepted that
India needs a course
correction to realize
its huge potential to
become a global
economic  power-
house.The Indian
economy is going
through one of the most difficult phases in the post-
Liberalization era. Economic growth in the first quarter of this
financial year (2019-20) has slipped to a six-year low of 5%.
After the corona virus impact, it is expected to slip around 2.5-
5%. The manufacturing sector expanded by just 0.6%, while
agriculture grew 2% and construction 5%. The inflation-adjust-
ed GDP growth has slipped to 6.8% in 2018-19 from 7.2% in the
previous year. (National Accounts Dataset Portal+ IMF Data)
Corporate results in each of the quarters reflect a slowdown in
profit growth across all sectors, limiting the industry’s capacity
to modernize or expand.The slowdown is reflecting on job cre-
ation, too. Unemployment hit a four-decade high of 6.1% in
2017-18. The data showed that 7.8% of all employable urban
youth were jobless, while the figure for rural India was 5.3%.
Meanwhile, the working-age population—those above the age
of 15—are expanding by 13 million a month. India needs to cre-
ate 18.6 million jobs a year to ensure that the demographic div-
idend is not frittered away. Just to stay at the current unemploy-
ment levels, the economy will have to generate 8.1 million jobs
a year, but the numbers are not very encouraging. We have 1.34
billion populations with 65% being young (under 30years of
age) and we boast of advantage of being young. But these pop-
ulations if not well skilled, have job /earning opportunities and
good health care will become a liability. So the first challenge is
how to ensure these youth becomes a strong asset to build the
nation. The current decade has been a disappointing one in terms
of employment creation. India needs to create sustainable job
opportunities for 18.6 million people every year to reap the ben-
efits of the demographic dividend. The World Bank estimates
that the country needs to create 8.1 million jobs a year to sustain
the current employment rate. The slowdown is affecting creation
of jobs with unemployment hitting a four-decade high of 6.1%
in 2017-18. The NSSO data shows that 7.8% of all employable
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The priority is to successfully
combat the challenge is to
- focus on sectors that will
contribute to GDP growth in
sustainable manner. The
quality infrastructure in rural
areas by optimizing the existing funds available
with finance commission converged with
MGNREGA, Agriculture the highest employ-
ment generator with more than 70% population
dependent on it, Mining along with its user
industries the second employment generator,
the social protection to ensure no one is left
behind ensures inclusive GDP growth, Food
Security, telecom and electronics the backbone
for digital India, going to basics of health care
and education.These sectors may not sound
new, put patch work and knee jerk approach
has resulted in not taping its full potential.
Many a times, one department working at cross
purpose to the other results in a big hit that sec-
tor takes. Delay in decision making resulting in
the sector getting a big hit. Instead of compet-
ing at international level, the sector ends in
combating domestic courts and government
policy corrections. The Covid 19 handling in

piecemeal has been evident. What one does in
peace times prepares one for war. The chal-
lenge is to change the view of world as India a
good destination for not just selling their goods
and services than it being a manufacturing
challenge. India to cater to its own needs in
above sector can be continuous contributor to
GDP and also trigger not just subsistence level
earnings but graduate to quality employment
that will ensure sustainable earnings graduating
to surplus. If course correction is not done or
delayed it will have negative impact resulting
in no new job creations, job losses, low spend-
ing, trigger dip in manufacturing, low borrow-
ings and thus low GDP growth. The focus here
is more as practitioner development economist
than sheer economic theories and debates. It is
to challenge that the solution lies within the
country it is structural and world economy slow
down being cyclical is least of the problem for
high consumption nation like India. The shift is
to look within then the option cannot be knee
jerk reactions but well thought out approach
that are system based, long term but with short
term bench mark effects to improve the status
that we are in. That is paradigm shift to holistic

approach in policy \

making. What DANCING|
derailed India’s TO\TVIfI} Es
growth  story?The hkd

successive govern- | A HOLISTIC BEAT
ments failed to bring .%~
in long-term policy ’ . BN
reforms to sustain | 24 BE
high growth rates and instead went for knee-
jerk reactions to the various issues that threat-
ened growth. While the ad hoc policy measures
seemed to solve the problems they just swept
the symptoms under the carpet. Putting the
India story back on track is not just the need
of the government or the ruling party. It is
equally important for the opposition parties,
the industrialists, the common man and the
youth to see that the country achieves its
growth potential. There is a need to go back
to the drawing board and approach the devel-
opment issues with a fresh holistic approach
as the knee-jerk solutions have dented the
country’s growth prospects.Every crisis
should be seen as an opportunity. The attempt
is an opportunity to find solutions that will
put India on the path of long-term sustainable
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growth. This is the opportunity to usher in
holistic policy reforms, ensuring a paradigm
shift from the current approach. The new
approach will not only help the country
achieve its short-term goals, but also put it on
track to attain sustainable economic growth
with equity. The Prime Minister has set a goal
to make India a $5 trillion economy by 2024
and a $10 trillion economic powerhouse by
2032. In the current economic scenario, these
goals are unlikely to be achieved. India needs
a modern agriculture, a robust manufacturing
and dynamic services sector to achieve these
goals. For these, India needs holistic structur-
al changes in laws governing raw materials,
power tariffs, credit availability, labour laws
and taxation. The way to achieve this is
through a convergence of different govern-
ment departments working in a synchronized
manner towards the common goal of boosting
economic growth.The Prime Minister has
rightly focused on wealth creation in his
Independence Day speech this year. The
focus here should not be asset classes, but the
sectors that can generate employment. The
expanding workforce will, in turn, create

Dancing towards $ 5 Trillion Economy is doable only if it adopts Holistic Beat

demand, which is the key to economic growth
and prosperity. The manufacturing sector
comprising large industries and MSMESs must
get the government's attention if India were to
become a global economic powerhouse. The
age-old practice of bringing in patchwork
policies will not suffice if the government is
looking to attract foreign investment and cut-
ting-edge technologies. There should be pre-
dictable policies to create an environment
attractive to foreign investors who will bring
the latest technologies to India. India's famed
demographic dividend in the form of a young
population could turn into a curse if the gov-
ernment fails to address the issues of educa-
tion, health and job creation. It should
involve all stakeholders in developmental
efforts, instead of indulging in blame
games.The need of day is paradigm shift to
the ‘holistic approach to the policy making
and we become world leaders and ensure
inclusive growth fulfilling the SDGs objec-
tive of no one is left behind. These sectors are
discussed in detail in my book Dancing
Towards the $5 Trillion Economy on the
holistic Beat.
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