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NEW DELHI: Indian Finance Minister Nirmala Sitharaman (front right) poses for a group photograph with her staff before finalizing the 2019-20 union budget at her office in New
Delhi yesterday. The government is set to release its annual budget today. — AFP

NEW DELHI: India yesterday predicted that its economy will re-
bound and grow at 7.0 percent this year as it outlined plans on how
to double its economy by 2025 to $5 trillion. The forecasts are part of
an annual Economic Survey released before the full budget today and
sheds light on the state of the Asian giant’s economic health.

India remained the world’s fastest-growing major economy for
nearly two years, outpacing China after the right-wing government of
Prime Minister Narendra Modi took power in 2014. But a fall in do-
mestic demand lowered its growth rate in the last quarter to 5.8 per-
cent, pushing it to a five-year low and behind China’s 6.4 percent in
the same period. 

The slowdown was largely linked to a slump in domestic consump-
tion that has impacted tax collection amid rising state expenditure on
the distressed farm sector. The annual growth in the last fiscal year
remained at 6.8 percent, down from 7.2 percent in 2017-18.

The report says India’s economy will expand through investment
and consumption along with a stable political government.  Modi, who
won a second landslide victory in recent national elections, is likely to
push up government spending and accelerate economic growth
through tax reliefs.     

The survey said India needs to sustain a growth rate of more than
8.0 percent to become a $5 trillion economy by 2025, up from $2.61

trillion now. India is ranked the sixth-biggest economy just behind
Britain and ahead of France. The US and China occupy the first and
second spots with $19 trillion and $12 trillion.

India’s chief economic advisor K V Subramanian said the survey
lays out a strategic blueprint for achieving the goal, through “virtuous
cycle” of savings, investment and exports.

“The key theme is about shifting gears, we have grown well but
we need to shift gears at 8 percent sustained growth,” Subramanian
told reporters at a press conference in New Delhi.

Modi, who in the election campaign came under sharp attack for
falling short on creating jobs, tweeted that the report “outlines a vision
to achieve a $5 trillion economy”.

The Indian government yesterday warned in a study that its pop-
ulation is going to start to age and it needs to be prepared to merge
schools and raise the retirement age. While India should be set to ben-
efit from the so-called “demographic dividend” over the next decade
as its working population is set to increase by about 9.7 million a year
between 2021-31, that will quickly fade as the nation’s fertility rate
plunges below replacement level.

The conclusions in the study, “India’s Demography at 2040: Plan-
ning Public Good Provision for the 21st Century,” will have major im-
plications for many companies, particularly those that have been

eyeing consumer demand from India’s young population.
It said the number of children in the 5-14 age bracket will decline

significantly, leading to the need for school mergers and less focus on
building new ones. Already states such as Himachal Pradesh, Uttarak-
hand, Andhra Pradesh and Madhya Pradesh have fewer than 50 stu-
dents enrolled in more than 40 percent of their elementary schools,
according to the study, which was included in the government’s annual
Economic Survey.

It also said that policymakers need to prepare for an increasing
number of elderly people, estimating there will be 239.4 million Indians
over the age of 60 in 2041 against 104.2 million in 2011.

“This will need investments in health care as well as a plan for in-
creasing the retirement age in a phased manner,” concluded the study,
which was authored by India’s Chief Economic Adviser Krishnamurthy
Subramanian and his team of economists. The current retirement age
for most government workers in India is 60.

Meanwhile, the number of Indians aged between 0-19 has already
started to decline and the proportion of the population in that age
group is projected to fall to 25 percent by 2041 from 41 percent in
2011. The demographic dividend that is talked about in India refers to
the current situation where the nation’s labor force is growing quicker
than the rest of the population it supports.— Agencies
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