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Where’s India amidst EM peers?

India is the fastest growing large economy but

many pain points must
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AJAY SRINIVASAN

Ever since the global financial
aisis, the world looked at the
emerging markets with hope to
sustain global growth.

ia was able to prevent the af-
tershocks of the global crisis and
today is heralded as the poster boy
of the Emerging Market (EM) pack.

be addressed

EM space have seen significant
changes in their fiscal and
monetary policy conduct in the
backdrop of some key changes in
their political environment.

While this has worked well for
some countries, others have re
under the weight of poor policy
choices.

This, in tum, has fractured the
growth trajectory of the EM pack
asawhole.

Nonetheless, given that the ad.
vanced economies are still a reas-
onable distance away from their
pre-crisis growth rates, the IMF ex-
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continue 1o outgrow the de
veloped markets until 2021, for
now.

india poised for lift-off

Where does India stand in this
pack and what are the key areas
wherein we could differentiate
ourselves and lead the charge?
Some answers to this lie in under-
standing acro-

* India has favourable
demographics but worse
unemployment situation

* Higher than peer average CP1
inflation

* Emerging market pack largely a
net exporter but India 3 net
importer

economic -
growth, inflation, current accoun
balance, fiscal balance.

Apart from this, factors such as
demography,  environmental
awareness, corruption, infrastruc-
ture — both physical and social
nd political cycles are as in
ant, if not more, in shaping the

have done here is
picked up geographically diverse
emerging markets — China, India,
Indonesia, Malaysia, South Korea,
the Philippines, Thailand, South
Africa, Russia and Mexico.

Real GDP growth for India has
outpaced the peer average for four
consecutive years now: In fact, the
2016 estimates only strengthen
this trend.

So, India is clearly emerging as
the fastest growing large economy.
However, given the fact that we
house the second largest popula-
tion in the world, the challenge
with our per capita GDP being sig
nificantly lower than the peer set
remains,

india, of course, has more fa

vourable demographics and this
should bode well for us in the fu-
ture. But in a country where skill
and jobsare stilla problem, the un-
employment situation is worse in
the comparative landscape.

Taming inflation
Given the large role of state in our
economy, the inflation trajectory
gets influenced by administrative
forces along with the regular mar-
ket forces, We have had higher
than peer average CPl inflation for
some time now. But given th
resolve to and legislation of the in-
flation targeting framework, this
gap has been namrowing.

our inflation behaves
versus other trading partners de-
termines our external competit-
iveness. This gets reflected in the
current account balance of the
country. The Emerging Markets
pack is largely a net exporter and
hence maintainsa current account
surplus. India, on the other hand,
isa net importer and has seen sub-

stantial

improve.
ment in its curre
count deficit as _global
commodity prices have declined
significandly in the last one-and-a-
half years, continuing_the im
provement story that began in
2013, when the taper tantrum had
put us in a tough spot and called
for structural measures to bring
down the current account deficit.
Our improving position on this
measure is shown in the graph.

As per the Economic Intelli-
gence Unit, the political risk score
evaluates a range of political
factors relating to stability and po-
litical efficacy that could affect a
country’s ability to service its debt
obligations.

One must appreciate the im-
provement we have seen in this in-
dicator, post the election of the

Modiled NDA government.

As the world's largest de-
mocracy, India shoulders the oner
ous responsibility of putting the
government of the people, and by
the people, for the use of people.
The World Bank group measures
this withan annually published in-
dicator (WGI Government effect-
iweness) which reflects percep-
tions of quality of public services,
degree of independence from po-
litical pressures, quality of civil ser-
vices, quality of policy formation
and implementation and the gov-
emment’s commitment to these
policies. Our score in this regard is
low versus our Emerging Markets
peers and this isan important area
toaddress
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n the light of the above, itis on-
Iy obvious that our rankings as far
as ease of doing business or for
that matter starting a new busk
ness are way below other Emer-
gingMarket countriesanda key fo-
cus for this government.

Of course, as a diverse, demo-
cratic economy, our size is bound
o face challenges.

As Shakespeare said, “There is a
tide in the affairs of men, which
taken at the flood, leads on to for-
tune. Omitted, all the voyage of
their life is bound in shallows and
miseries, On such a full sea are we
nowafloat.”
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