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‘India’ is the new global buzzword. The economy growing at a phenomenal 
rate, combined with a flourishing democracy is making people sit up and take 
notice across the world. Yet, it is at cross-roads today. It is far from reaching 
its true potential. The country remains shackled in corruption, red tape, age 
old social barriers and a puzzling lack of transparency. Growth is not uniform 
across sectors; and large cross-sections of the populace remain outside its 
purview. Several social, political and economic factors need to be tackled for 
sustaining a high rate of growth, as well as to make this growth inclusive. 
Elimination of child labour, women empowerment, removal of caste barriers 
and an improvement in work culture are just a few of the things the Indian 
society needs to introspect on. Tackling corruption in high places, removing 
the ills of the electoral system, shunning politics of agitations and keeping 
national interest above petty politics may not be too much to ask of the 
country’s policy makers. Rapid growth in the rural economy, well planned and 
targeted urban growth, infrastructure development, reforms in education, 
ensuring future energy needs, a healthy public-private partnership, intent to 
secure inclusivity, making all sections of society equal stakeholders in growth, 
and above all good governance will ensure that India achieves what it 
deserves. 
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Challenges of Equity and Inclusive Growth in India 
 
 
"I have faith that the next generation of Indians, and the generation after that, 
will eliminate the scourge of poverty and make India rich. Then, the poor 
country would have deserved its inheritance” – P. Chidambaram, Honourable 
Finance Minister, Republic of India. 
 
The social limits of Indian democratic politics 
Of the eight richest people in the world four are Indian, but the irony still 
remains that there’s a marginal farmer in the interior of Maharashtra, who is 
struggling to feed his five children, the youngest of whom is a son, 
uneducated and unemployed, with four sisters, all of marriageable age, whose 
marriage the farmer cannot afford. Try telling the farmer that the economy is 
growing at a handsome 9% per annum, hardly consolation for the empty 
stomachs his children go to bed with every night.  
 
Few would argue that the Indian economy is growing, salaries are going 
through the roof for the educated, there are jobs mushrooming in the IT hubs 
of Bangalore and Hyderabad, disposable income for the ‘Call Centre’ crowd, 
that is egging on the foray of several luxury goods never before seen in the 
nation, is becoming all the more accessible but the fact still remains, that the 
poor are still poor even though the rich have become super rich and the 
hitherto not so rich, rich. 
 
The growth is far from inclusive. The Oxford English Dictionary gives four 
meanings to the word ‘inclusive’, with the most appropriate for the purposes in 
this paper being, "not excluding any section of society." We all know it, we see 
the beggars on the streets, read about the farmer suicides in Maharashtra, 
about the biggest slums in the world and even closer home, we know of the 
cleaning lady who cannot afford treatment for her ailing husband, but still 
works for paltry sums waiting for a miracle to save her family. We all 
understand their plight, we even sympathize and empathize with them, for the 
ten minutes after reading an article in a newspaper or seeing an amputated 
beggar on the street, only to have it all tramped upon by the news of the raise 
the successful executive father has received or that of the young MBA son 
buying a Mercedes in silicon valley and the celebrations thereafter at the new 
Italian place around the corner. 
 
Even the politicians know that the problem exists and that there needs to be 
some action, but they will have none of it. They’re much too busy, travelling in 
their air conditioned luxury sedans, from their plush offices to their designer 
sari clad wives only to be seen hobnobbing with celebrities and socialites at 
the ever more opulent social do’s. The summer heat acting as constant 
reminder for the already overworked politician, just back from the vacation in 
Goa (whose bill some ailing PSU is forced to bear), that there’s a labour 
conference that he must attend in Geneva, with family in toe, for some odd 
reason. 
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Yes, India is a democracy in the true sense of the word, the biggest in the 
world, something to be very proud of. But, does this democracy really offer the 
average Indian the choice that it ought to? My answer is no. Yes, the average 
Indian has the power to change the regime every five years, and as is the 
case very often, he does exercise this power come election day, but is the 
change really something that will bring about a significant transformation in 
the life of that Indian or the policies with which the state is governed? Going 
by the deteriorating state of the poor with every passing day the answer 
seems to be “no”. 
 
Political leadership in this country, as a class, scores very poorly on the 
scientific literacy scale. They are mostly in their positions because of money 
and muscle power. Recently, newspapers have published a study, 
“Worldviews and opinions of scientists in India”, carried out by Trinity College 
of the US with the help of Centre for Inquiry (CFI), India, a non-profit 
organization. The study has found out that politicians in India have a very low 
level of scientific literacy. On a scale of one to seven, the 1100 scientists 
surveyed said the scientific literacy of politicians in the country is very low at 
1.9. Interestingly, they believe schoolteachers are scientifically the most 
literate. What does this say about our leaders and their vision of our future. Be 
it as it may, there is a need to bring about transformation in the country’s body 
politic, if we have to match rapid economic development with inclusive growth. 
 
Populism and growth do not match. Come elections, there are promises 
galore. Illegal and haphazardly constructed housing colonies, and even 
slums, are regularised, adding to the urban nightmare, free electricity to 
farmers is promised leading to chaos in budget planning later on when the 
party comes to power. Farmers’ loans, amounting to hundreds of billions of 
rupees, are nonchalantly written off, resulting not only in a financial mess but 
also in a crisis in confidence of honest citizens, who refund their loans and 
pay taxes honestly. We need to put some sense into the system and put laws 
in place where such gross misuse of powers would be hard to replicate. 
 
The ‘educated’ Indian is well aware of the condition of the poor, the apathy of 
the corrupt politician and the flawed system, but is too self centred, busy in 
making the most of the ever ballooning stock market to be bothered about 
changing the system or making an effort to be part of the ‘dirty game’ that is 
politics. He will go to any extent to criticize the government, its policies, policy 
makers and the fact that elections are fought on the wrong criteria of caste 
and creed and that people vote for the same wrong reasons, but will do 
nothing more. It is perhaps talk and actions (or the lack thereof) of this sort 
that renders their education futile and perhaps advocates their labelling as 
mere literates and not educated. Needless to say these are the very same 
people who are presently reaping the benefits of the growth of the Indian 
economy. It is perhaps for the very same reason they bear an apathetical 
outlook towards the system and its flaws. 
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Overcoming obstacles to rural growth and urban transformation – 
People living in cities earn far more than those dwelling in rural areas. But that 
does not change the fact that over 600,000 villages in India are home to 
nearly 700 million people, the majority of whom live below poverty levels, are 
malnourished and merely survive. It is this population, very nearly forgotten by 
the power brokers, who need to be brought into the development scheme. 
They must be given the option of living and working on jobs in non-agricultural 
sectors, jobs that guarantee the basic subsistence for themselves and their 
families. 
 
Now, how does one go about doing this? Does re-appropriating resources 
help? It does, but only just.  Merely transferring resources from one head to 
another, which has been done, cosmetically sometimes, by politicians has not 
changed much. The reality remains that the kitty is limited. Even if we 
distribute the national income perfectly, it would still leave everyone very 
much poor. We cannot escape the conclusion that India needs to grow 
economically and do it fast. 
 
Every major industrialised economy in the world has followed a path which 
began with agriculture being the main source of income for the majority of the 
population and ended with agricultural employment being a very small fraction 
of the total labour force. 
 
Our path to economic development has necessarily to be two-fold. One, we 
have to develop villages, improve agriculture and agro-industries and 
infrastructure in rural India. Secondly, we need to empower the rural people 
and give them new opportunities and provide jobs outside villages and 
agriculture. They must have the chance to move in step with modern India, 
the India that is being talked about around the world, but unfortunately the 
India that exists only in pockets. This would necessarily take a majority of 
them into cities and semi-urban areas and the service sector could possibly 
be responsible for providing a large chunk of those opportunities. 
 
As India develops, the interference of Government in people’s lives must 
come down. Government functionaries must change their mindset from 
colonial masters to facilitators, something easier said than done. Corruption is 
all pervasive in the country. It is eating into the vitals of the economy. Rajiv 
Gandhi had once remarked that hardly ten percent of the money earmarked 
for rural projects in India reached the actual beneficiaries. Unfortunately, the 
situation hasn’t changed much at all since. CK Prahalad estimates that the 
cost of corruption in India amounts to over 10% of GDP. As he remarks: “A 
nation does not get rich first and then become less corrupt. It’s the other way 
round”.Grand schemes and plans are drawn up, with extravagant aims and 
claims of potential success equally extravagant, in pre-election years to 
garner the support of the rattled public, but they are of no use unless the 
delivery systems are improved drastically. That would require a truly 
mammoth effort from changing the working style of bureaucracy, tackling 
corruption to involving the private sector fully in the development process.  
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Things may be changing. It is heartening to see our planners becoming 
conscious of the need for inclusive development. The approach paper on the 
eleventh five year plan is titled "Towards faster and more inclusive growth". It 
reflects the need to make growth more inclusive in terms of benefits flowing 
through more employment and income to those sections of society which 
have been left out of the economic growth witnessed in recent years.  

Even earlier, there was an attempt on the part of the Planning Commission to 
seek some inclusiveness, when in the mid-term appraisal of the 10th five year 
plan (2002-2007), it devoted nearly 100 pages to ‘human development’. It also 
contained an appendix on the Millennium Development Goals (MDGs) 
adopted by all U.N. member states, including India, at the Millennium Summit 
in 2000.  

This change in thinking of people at the helm is welcome but is far from 
enough by itself. There has to be a sustained effort to improve the standard of 
living of those living below the poverty line and to streamline delivery systems 
so as to ensure that the benefits reach the intended beneficiaries. 

The choice of the topic last year by the Confederation of Indian Industries 
(CII) for the Prime Minister to speak on was indeed very timely and 
appropriate: ‘Inclusive Growth—Challenges for Corporate India’. This was 
especially timely since the media, both print and electronic, have hardly been 
sensitive to this issue, taken up as they are by stories of mega mergers, super 
rich tycoons, and eyeing corporate sponsorships. 
 
The corruption cancer 
If the will is there and so are the means to do good, then what really is going 
wrong, one wonders. One answer is corruption. Corruption that is prevalent in 
the highest offices and which creeps down into even the most trivial of day to 
day activities. 
 
There is a race amongst bureaucrats, politicians and entrepreneurs to enrich 
themselves at any cost: corruption being a central tool in this game of 
enrichment. Corruption is definitely one of the ills that prevent inclusive 
growth, rather, enabling the rich to get richer and keeping the poor poor. 
Corruption works like a barter with gains for both the people giving as well as 
the people accepting and is therefore as much a crime committed by the 
givers as it is by the takers. Officials in India may be venal, but the private 
sector is also to be blamed for its complicity.  
 
It is the very growth rate of 9% and the opportunities of modern India that 
have left a class of contemporary India a lot richer. It is on this class that the 
onus lies to be responsible and refuse to be a part of corruption as it is this 
very class that is responsible for the bulk of it and it is the same class that can 
be responsible for its eradication. 
 
Delivery mechanisms and the attendant corruption levels come in for 
discussions at seminars and public meetings all the time. But till date, ‘Lok 
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Pal’ (ombudsman) legislation to tackle corruption in high places is yet to be 
enacted despite remaining on the anvil for over four decades. Similarly, 
legislation enabling confiscation of properties of public servants convicted of 
corruption is yet to be enacted. Politicians known to be corrupt continue to get 
elected and are even sought after at public and social functions. Recently, 
there have been a lot of media reports in India that the German Government 
has information about accounts and financial transactions of some Indian 
nationals in banks in Liechtenstein. It has reportedly offered to reveal their 
names and details of transactions. While some other governments have 
accepted this offer with regard to their nationals, there has been no response 
from the Indian Government so far. We need political will, across the political 
spectrum cutting across party lines, to tackle corruption headlong. 
 
The strategy to tackle corruption must necessarily be multi-pronged – at the 
legal level, the enforcement level, as well as at the educational and social 
levels. Efforts at inclusiveness of society are predestined to failure unless 
more than just a semblance of attention is brought about on the corruption 
front. 
 
One of the tools to deal with the corruption issue is to bring about greater 
transparency, both in the policy making and in the delivery systems. The Right 
to Information Act was a step in this direction. Though in its infancy still, its 
implementation does appear tardy. Governments have been defensive in their 
thinking. They have failed to give full flow to the intentions of the framers of 
this Act. Information Commissioners, who have been appointed so far, both at 
the Central Government level, as well as at the State Government levels, 
have mostly been of the retired bureaucrats variety, hardly likely to challenge 
the slow (or lack of) information flow from governmental agencies. There is 
need to balance out the Information Courts with the addition of people from 
other social and professional categories, be they prominent journalists or 
social activists or those distinguishing themselves in the non-governmental 
social organizations. Still, it has to be said that the Act is making its presence 
felt, and Government departments are slowly but surely opening up. Greater 
transparency will bring greater accountability, and hopefully a much larger 
percentage of money would eventually reach the intended beneficiaries of 
Government schemes. 
 
Corruption is one, perhaps one of the most significant, but there are several 
other obstacles that need to be overcome and problems that need to be 
tackled.  
 
Social causes of exclusivity 
Exploitation of labour is widely prevalent. Despite the promulgation of 
minimum wages, the feudal system in the rural areas and industry in the 
urban conglomerates continue to fleece labour, paying them wages far below 
those prescribed. In certain areas, politicians and political parties have their 
own vested interests in keeping people poor and deprived. They have a 
ready-made electoral constituency which they fear losing with education and 
prosperity. Certain other vested interests would like to persist with the caste 
system to sustain their political base.  
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No growth can be inclusive unless it takes adequate care of women and 
children. Child labour, despite a plethora of laws and India’s commitments at 
the ILO, is still unfortunately very much prevalent. Just this month (June, 
2008), the British clothing major Primark has axed its three Indian suppliers 
for allegedly using child labour to finish clothes sold in Britain’s high streets. 
The fashion chain says that it has cancelled all orders from the three 
companies based in the Tirapur region of Tamil Nadu and removed all their 
garments from its shelves.  
 
Child labour has been banned by law in India and there are stringent 
provisions to deter this inhuman practice. But numbers tell a different story – 
there are an estimated 60 million child labourers in India, but there have been 
only 670,000 violations of the law detected in eight years and just 22,588 
convictions. Millions of young children continue to work in roadside eateries, 
glass factories, carpet looms or sweeping and cooking in homes in violation of 
the Child Labour (Prohibition and Regulation) Act. Failure to implement the 
law and poor rehabilitation policies need urgent attention. While on the one 
hand an increase in the number of officials and labour inspectors is called for, 
together with imparting better training and instilling greater sensitivity in them; 
on the other hand, there is a need to tackle poverty which is the main reason 
driving parents into pushing their young children to work instead of sending 
them to schools. This mammoth problem is one of the main challenges to 
resolve in addressing inclusive growth. 
 
The country’s ethos needs to change to bring about an end to child labour, 
together with a strong political and bureaucratic commitment to end this gory 
practice. We need to attract children from poverty stricken families to schools. 
Mid-day meal schemes of Governments have met with partial success. Again, 
however, lack of transparency has ensured that funds and rations are 
misappropriated and misused. 
 
Literacy levels have to rise to provide the skilled workforce required for higher 
growth. India has the third largest pool of scientists, engineers and doctors in 
the world, but it has yet to reach anywhere near its full potential with a 
majority of its vast population still illiterate or semi-literate. A majority of its 
population is still seeped in superstition. The caste system is another curse of 
Indian society. Combine it with religious communalism and you have a deadly 
combination for economic disaster. Higher allocations for education and the 
social sectors, complemented by bold and visionary social and political 
leadership can pave the way for reforms in these sectors. 
 
The Government of India has been paying a lot of attention to social security 
as part of its inclusive growth agenda. Recently, it introduced a law in 
parliament to provide social security to unorganized labour. The National 
Commission for Women is now working on a draft law to provide similar social 
security to all domestic workers, under which the employer and servant will 
have to make matching contributions towards a social security fund to be 
managed by a specially appointed government authority. The employer will 
have to pay his contribution over and above the salary, likely to be pegged at 
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ten percent of salary. The draft law, which is in the final stages, still has to 
look at how and who would deposit the money. The law also looks at 
providing benefits like pension to those domestic helps registered under the 
scheme for 15 years. Such social schemes deserve strong support and would 
go a long way in making inclusive growth a reality. 
 
In recent years, India has become a country of demonstrations, agitations and 
‘bandhs’ (forcible closure of shops, offices & transport). For the slightest 
pretext, trains are stopped, buses and private vehicles burnt and offices and 
business establishments forcibly closed. This leads to unimaginable loss of 
man hours and economic output, besides loss of confidence of the outside 
world for making investments. A peaceful and stable environment is a must 
for sustained foreign and domestic investments.  
 
In this regard, one has to look at initiating proper reforms in the criminal 
justice system, especially in the police. The Supreme Court has time and 
again reminded the Government of the need to reform the police force. The 
outdated Police Act of 1861 needs to be replaced with a modern Act. The 
Police force needs to be made more responsive and accountable. It should no 
longer be a tool in the hands of corrupt politicians but responsible to the law of 
the land. Only then would it be able to provide a secure atmosphere for 
economic activity to prosper and remove age old impediments towards 
inclusiveness. 
 
The politics of growth and inclusivity 
Despite all the issues holding back the republic and the problems plaguing its 
development as a nation, the economy has been galloping quite steadily. 
 
India is growing at nearly 9%. We would ideally like to sustain growth at this 
level for the next ten to twenty years, even taking it up to 10% or higher. Only 
then would we be closer to realizing our dream of being a developed country. 
And I would like to see this growth being all pervasive and all encompassing 
in every sense of the word. It ought to be truly inclusive. All sections of society 
must get the benefits of this growth in full measure and then be able to take 
this growth forward by participating fully and wholeheartedly.  
 
This can only happen if the Government and the private sectors become 
equal and willing partners. All impediments in the path of public-private 
partnership should be removed. China has taken a leap ahead of India in this 
respect with single window clearances and special economic zones. India is 
slowly trying to cut its red-tape procedures. It has set up Special Economic 
Zones (SEZ), giving a host of incentives to industry, at certain selected 
locations. However, SEZs have also led to a host of unsavoury allegations at 
times. In order for people at large to support such measures, which ought to 
be supported, the Government needs to come out with transparent 
procedures for such schemes, and also make people, especially farmers 
whose lands are acquired, willing partners and shareholders in the process. 
Only then will we be able to achieve our economic growth goals. 
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While on the subject of economic growth and its impediments, we must also 
refer to the impact and consequences of increasing world fuel prices and the 
associated threat that looms large over India’s future economic growth. Within 
the last one year, the fuel prices have more than doubled from 65 dollars to 
nearly 140 dollars a barrel of crude oil, upsetting the entire economic 
applecart. We need to do some serious reflection on how to tackle this. Not 
much attention has been paid to alternative sources of energy. India has 
successfully negotiated a civilian nuclear cooperation with the United States 
of America. But the next steps in this deal of signing an India-specific 
safeguards agreement with the Board of Governors of the International 
Atomic Energy Agency, getting a waiver from the Nuclear Suppliers Group 
and getting the deal passed by the United States Congress have yet to be 
initiated. The whole process has got deadlocked in a political quagmire. If we 
do not pick up courage to act fast on the deal now, we would have lost a 
historic opportunity for which future generations would not forgive us. We can 
scarcely dream of a ten percent growth without sufficient sources of energy.  
 
This may indeed be the last chance for the Prime Minister to make a real 
historic mark. Otherwise we may well remember him the way we had known 
him up until four years ago: as the best Prime Minister India never had. As our 
first economist Prime Minister, things could well have been totally different if 
he had been allowed by the Congress party to continue along the same path 
that he had set out for the country as Finance Minister over 15 years ago. He 
could well have gone ahead with the much needed administrative reforms, 
cutting down on the bloated bureaucracy, and getting Government out of 
areas it had no business to be in in the first place.  
 
But none of this has happened. Instead words like ‘privatisation’ and 
‘disinvestment’ have acquired pejorative meanings. The Knowledge 
Commission, set up with much fanfare, has come to naught. The desperately 
needed changes in education are nowhere to be seen. The communists and 
Marxists, with their outdated philosophies which have no relevance even in 
modern day China, have really hemmed the Government in. Much needed 
economic reforms have long been shelved. The economic clock has now 
come a full circle. Inflation has touched double digit figures reaching over 11% 
for the week ended 20 June 2008. A jittery stock market and a general sense 
of economic gloom complete the picture today. Indian equity markets touched 
their lowest point in the year the same week due to soaring inflation. The 30-
share benchmark index of the Bombay Stock Exchange fell by 618 points or 
4.07 percent to 14571. On the energy front the future looks bleak. Goldman 
Sachs says that oil prices will cross $200 in 2009.  
 
In this atmosphere, it is time for the leadership to take charge and show the 
people that they have it in them to take statesmanlike decisions to take the 
country forward. On the civil nuclear issue, they indeed have their task cut out 
– to take the next step with the IAEA boldly and ensure the country’s future 
energy security. If the deal falls through now, we are unlikely ever to get a 
chance like this again. The Prime Minister must push it through even if the 
Government falls. Interests of the country must prevail above everything else. 
Nuclear power is urgently needed to fill the fuel gap for large scale power 
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generation in India. To ward off the impending energy crisis, there is an urgent 
need for all political parties to support efforts at getting India to gain access to 
relevant technology and fuel resources. 
 
Simultaneously with gaining access to civilian nuclear technology and fuel, we 
must also continue to pursue the Iran-Pakistan-India gas pipeline project. 
Search for other alternative sources of energy should also continue, besides 
exploring more oil fields on and off shores. We must also endeavour towards 
creating more fuel efficient vehicles, as well as hybrid cars.  
 
With inflation figures shooting to a 13 year high of 11.05 percent, the 
government is mulling some urgent measures to control the situation. 
However, there are limits to managing the supply side. Much of the response 
has to be from demand side measures. Inflation control currently appears to 
be taking a priority over economic growth, more so since the Government is 
already in election mode. On the supply side, there has been a record 
production of wheat and rice and the country has adequate stock of these 
food grains. The Government would now take steps to quell inflationary 
expectations. These may include a rise in interest rates by the central bank. 
Finance Minister Chidambaram has also accepted former Finance Minister 
Yashwant Sinha’s suggestion to consider deeper cuts in taxes. 
 
The high inflation rate would probably force the Reserve Bank of India to 
increase the interest rates to curtail demand. This will affect the profitability of 
companies and economic growth as a whole. While, in the current fiscal year, 
GDP growth might be managed at 8%, but if inflationary pressure continues, it 
is bound to go down in the coming year. The good thing in this scenario is that 
the savings rate in India is at a high 35%. With rising interest rates, investors 
would be tempted to save money. This should help the Government to sustain 
the growth rate. And, if the global economy is able to stage a comeback, 
interest rates may hopefully be corrected within a year; which would keep the 
economy on track. 
 
International inflationary pressures have a bearing on India. Edible oils, which 
have been a major contributor to the 13 year high inflation rate in India, will 
remain under pressure for the next year. A recent report of the US department 
of Agriculture says, “Vegetable oil prices will likely remain above historic 
levels during 2008-09 as demand is strong primarily due to surging growth in 
the developing world.” India is the world’s biggest edible oil importer after 
China. Any further spike in global rates would have an impact on countries 
like India and China, where half of the domestic consumption is met through 
imports. To provide some relief to the poorer sections of society, the 
Government in India has decided to supply some edible oils through ration 
shops at subsidized rates below imported price. 
 
Recently, the Stanford Centre for International Development concluded its 
IXth Annual Conference on Indian economic policy reform. As in the past, it 
brought together a mix of academics, policymakers and corporate leaders. 
The conference debated several issues of relevance to our contemporary 
economic strategy. These ranged from fiscal policy and growth, labour market 
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reforms, banking and financial sector changes, making growth more inclusive, 
improving business practises, and what generally was holding India back. 
 
Writing in the Indian Express in late June 2008, NK Singh has commented on 
one of these sessions, namely, Fiscal Policies and Growth, in which Michael 
Boskin presented his prescription on the key parameters and lessons we 
need to keep in view. He argues that some of Boskins’s prescriptions have 
immediate relevance for us. His eight lessons comprise making relative prices 
to reflect true scarcity values to the maximum extent possible: (1) to subsidise 
only the lowest income people and not special groups of people; (2) helping 
people invest in their own skills and future incomes; (3) keeping government 
in the economy as light as possible; (4) making tax rates low and broad 
based; (5) keeping the ratio of public debt to GDP under control by limiting 
liabilities; (6) applying rigorous social cost benefit tests to all spending and 
regulation decisions; (7) aligning responsibilities and resources among levels 
of government namely, the states and finally, (8) tolerating a measure of 
inequality during a phase of rapid economic development.  
 
NK Singh says, “Each one of these templates has a bearing on our strategy. 
The sharpest ones are about pricing energy efficiently, subsidising not all but 
the lowest income segment, and applying rigorous tests before commencing a 
new spending programme. India’s subsidised retail prices of energy could 
cost the state oil companies up to four percent of GDP at current oil prices. 
The challenge to policymakers in managing expectations and not radically 
over-promising is crucial while recognising the limitations of a public delivery 
system.” 
 
Some of the steps that we take to implement much needed economic 
measures remain only on paper. Take for example the cost cutting and 
economy in expenditure measures of the Government. This month, the 
Finance Ministry, in the wake of steep rise in energy prices, issued a circular 
to all government departments for taking austerity measures, including an 
embargo on all foreign travel. However, subsequently it issued three more 
circulars giving exceptions to the original circular. All foreign trips relating to 
security, agricultural research, defence, science and commerce are exempt 
from the ban on foreign travel. Further, what about the implementation of such 
instructions? It remains tardy as ever. Just after the issuing of the austerity 
circular, six secretary level officers of the Government, including a husband 
and wife, left for a twenty day course at Harvard and ten MPs for Yale, all paid 
for by the State. Good intentions must be matched by good implementation. 
 
Prescriptions: collective efforts for inclusive growth  
India has the potential of becoming a leading economy and has the unique 
opportunity to make that growth inclusive, provided there is willingness on the 
part of all sections of society to put in hard and disciplined work, together with 
serious, sustained and purposeful planning.  
 
First, there is much that needs to be done to build up India’s potential. Better 
governance, more and better educational institutions, higher agricultural 
productivity, controlled inflation and improvement in infrastructure are some of 
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the major and more important steps required in this direction. I mention these 
specifically, because each of these steps has a bearing on the inclusiveness 
of growth as well.  
 
Agriculture is extremely important for inclusive growth, since a large majority 
of the Indian population is dependent on farming. Improved agricultural 
productivity would bring in its wake increased family incomes for this vast 
majority. This, together with better infrastructure in the countryside – greater 
rural connectivity, rural electrification and investment in irrigation, would aid 
tremendously in tackling rural poverty, as well as add to the overall prosperity 
of the nation. The ‘India Shining’ campaign of the previous government failed 
to impress the people precisely for this reason because a majority of the rural 
populace had remained outside the purview of the increase in national GDP.  
 
Better governance is the need of the hour, more so because the government 
in India still has a majority stake in almost all essential sectors e.g. in the 
crucial sectors of health, sanitation and water. It is in such social sectors that 
we find the political parties least interested, especially once they come to 
power after elections. Yet these are the fields which need to be paid more 
attention to if we are to improve human development alongside economic 
growth; with the current situation, it is no wonder that India figures extremely 
low on world human development index reports. There is a need for more 
public-private partnerships. The private sector should take more social 
responsibility and contribute towards making growth more inclusive.  
 
There also ought to be greater accountability for politicians and civil servants. 
Progress in a democracy is slow but sustaining. This is even truer of a large 
and diverse country the size and complexity of India. The economic reforms 
that were introduced in 1991 are starting now to bear fruit with the growth rate 
reaching 9%. However, the relatively benign economic climate of the past few 
years perhaps made the government complacent. This, together with the 
difficulties and constraints brought about by a coalition government, led the 
authorities to put on the backburner some of the much needed economic 
reforms. The time has now come to act boldly and decisively.  
 
The astounding success that the country achieved in the telecommunication 
field – high density across the country and world’s cheapest call rates 
affordable by all – needs to be reproduced in other areas. The problem of a 
massive parallel black economy, which has evaded a solution so far, needs to 
be tackled urgently and these funds brought into the much needed social 
sectors. Education is extremely important for improving the skill levels of the 
population so that everyone can be an equal partner in the country’s growth. 
More and better universities, schools and technical institutes should be 
created. Inflation, which is running amok today, affects the poor man the 
most, severely limiting inclusiveness of growth. We need to fix acceptable 
inflation targets and constantly monitor them so that they do not go beyond 
the outer agreed limits. Similarly, India’s fiscal deficit remains one of the 
highest in the world, almost 7% of GDP in real terms. Political parties, across 
the spectrum, need to look beyond petty politics, sit down and agree on 
parameters for inflation and fiscal deficit beyond which certain tough 
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economic measures must come into play automatically. Finally, rights of 
women, children, minority communities and the other marginalised sections of 
society must be constantly watched and protected if we wish to reach our goal 
of a truly developed society.  
 
India has been endowed with some of the world’s most essential minerals, 
beautiful places, diverse cultures and capable and talented people. It is time 
we stop squandering this advantage and make the most of what most 
countries can never even dream to have. There is much to be done, but if 
done and done correctly, then nothing can stop us from reaching the pinnacle 
of the world. 
 


