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“India still does not have all that much to boast about -THE CHANCE TO GROW” 

   The Prime Minister says that wherever he goes in the world there is praise for India’s spectacular and consistent growth for four years. Chambers of Commerce and CEO’s of companies talk about India having arrived and boastfully quote President Obama that India is no longer an emerging economy but an economy that has emerged. There are some who now compare India with China and look to a future where India will outstrip China. Government puts growth above all other challenges- inflation, environment, corruption, the black economy, current account deficit, fiscal deficit. There is an obsession with achieving growth of 9 or 10% every year in the gross domestic product. Is this hype justified?

      India has the capability to achieve spectacular and consistent growth. This must be all round growth, not as now, lopsided, with dominance of services in GDP, declining agricultural production and productivity though 60% depend on agriculture, a weak export effort and growing deficit in the balance of trade and payments, foreign exchange reserves composed mainly of volatile funds and not of direct investment or surpluses earned by exports, poor infrastructure, desperately slow and inefficient implementation, and ineffective administration with little accountability, and much corruption. 

  Chinese growth has been in double digits for thirty years (versus erratic growth in India over the same period). Initially we doubted their statistics, raised questions about the economic exploitation of their work force, sneeringly referred to their authoritarian ways that enabled a single-minded attention to growth. But the hard reality of China’s vast foreign exchange reserves, assets abroad, global ubiquity of cheap Chinese manufactures from silk to power plants, and the rapid growth of world-beating infrastructure, silenced these doubts. 

  Jeffrey Hays wrote in 2008 that GDP in China was $4.91 trillion in 2009, ($14 trillion in the United States and a little over $1 trillion in India)). China is the world’s No. 2 economy in 2010 and predictions are that it will become the world’s largest economy by 2035or even earlier. It has been the fastest growing major economy for more than a decade and will remain so for 5 to 10 years more. A Pew Research Center poll before the 2008 Olympics found that 82 percent of the Chinese interviewed were satisfied with the national economy (52 percent in 2002). China jumped to 27 from 29 in the international competitiveness ranking in 2007; India slipped to 51. China is a developing country and like India is, simultaneously experiencing industrial and information age revolutions. The majority of the population is in agriculture and rural occupations, like India, but information age research centers and factories are producing advanced electronics in many places, as in India. 

China has a long tradition of fudging growth figures. True growth figures may actually be a couple of percentage points below reported ones. Sometimes output of small- and medium-size companies is grossly overestimated. Government accountants add the income from a single collectively-owned pig to five villagers instead of just one. Looking after a cow for a day gives a person a right to claim that as an asset. Selling any amount of produce is recorded as profit. In some cases these statistics make villages where people are hungry and poor seem like bustling income earners. Cigarette makers have paid employees with cigarettes to boost production figures. Based on statistics on electricity consumption rates and rural growth Thurow concluded that growth rates in China are between 5 and 6 percent not 10 and 11 percent. The 10 percent to 11 percent is the growth rate in the cities. As far as consumer inflation is concerned it was: 17.5 percent in 1989; 3 percent 1991; 5 percent 1992; 13 percent 1993, 27 percent in 1994. In the 2000s inflation was running at 5 percent and 6 percent in the 2000s with prices of things like textiles, cell phones and cars falling while gasoline and food rose. The government has used price controls to keep inflation in check. In 2005 as some inflation pressures were easing there was discussion of lifting price controls. Inflation is now back, interest rates are rising and China is decelerating growth to tackle inflation. 

   
China has other serious problems. There appears to be a real estate bubble, industrial over capacity, rampant corruption, debt-ridden banks and companies, many of which will have to shut down or be merged. 

   Indian statisticians also change national income estimates for any year dramatically between preliminary and final estimates over 3 to 4 years. Governments mislead themselves and the public by using the wholesale and not consumer price index to measure inflation and the effect on the poor. Agricultural production figures are habitually misreported by state governments. The black economy conceals a great deal of manufacturing production. The fact is that our real economy is relatively small, inflation has been a constant worry, external deficits are large, foreign fund inflows and reserves are volatile, there is a large and growing black economy, and much of Indian wealth is illegally remitted abroad. There is not that much to boast about.  
   China has the largest dollar reserves after Japan, accumulated from export surpluses and foreign direct investment.  Exports account for 40% of Chinese GDP (well below 20 for India).  China has followed Japan and South Korea in their early years with an undervalued currency and  exports are very competitive. China unlike India is single minded in building infrastructure-roads, railways, power plants, airports, etc, and inviting the best technologies to participate with Chinese companies. China also got the best technical and other teaching institutions in the world to set up in China (We are still arguing about it). The result has been the exposure of newly minted Chinese engineers, technicians, managers, economists, etc, to the best foreign technologies, quick absorption. With weak protection of intellectual property and rampant copying, China has absorbed the best technologies. The assumption that India is superior in all higher engineering is faulty. China’s defence preparedness, manufacture of nuclear weapons, advanced missiles, and other sophisticated equipment demonstrates this. 

 China has doubled its per capita income in 10 years, and risen in rank in per capita income at purchasing power parity from 90 in 1984 to 58 in 2004; India has gone from a rank of 89 to75 over the same years. Unemployment rate officially in 2005 was 4.2 percent in urban areas in 2005 but there is a lot of unemployment and underemployment in rural areas-not different from India. With a savings Rate of 49.7 percent of GDP (32.5 in 2008-09 in India), China has the highest savings in the world, and the flexibility to use deficits to grow its economy without too much fear of inflation. 

   Goldman Sachs in a study said “India could be 40 times bigger by 2050. To achieve this, India needs to.. Improve its governance, control inflation, introduce credible fiscal policy, liberalize financial markets and increase trade with its neighbours. It also needs both to significantly raise its basic educational standards, and increase the quality and quantity of its universities. India needs to boost agricultural productivity, improve its infrastructure and environmental quality. Delivery of all these would ensure strong, persistent, medium to long-term growth, allowing India to reach its amazing potential”. 

   We need not keep eyeing China. We have the capability and a democracy to ensure people’s involvement. However our gross administrative and governance failures, and inept and self-regarding political leaderships, have prevented necessary action. The Right to information Act, the judiciary and the media must be our bulwarks to develop despite such failure of ethics and our poor governance. (1274)
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