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INTRODUCTION 

 

A political mandate for reform and a benign external environment along with a strong internal 
environment have created a historic moment of opportunity to propel India onto a double-digit 
growth trajectory. Decisive shifts in policies controlled by the Centre combined with a persistent, 
encompassing, and creative incrementalism in other areas could cumulate to Big Bang reforms. 
As the new government presented its first full-year budget it has made Indian economy strong by 
incorporating fiscal consolidation with enough capital expenditure. India has reached a sweet 
spot—rare in the history of nations—in which it could finally be launched on a double-digit 
medium-term growth trajectory. This trajectory would allow the country to attain the 
fundamental objectives of “wiping every tear from every eye” of the still poor and vulnerable, 
while affording the opportunities for increasingly young, middle-class, and aspiration India to 
realize its limitless potential. 

 

This opening has arisen because strengths and opportunities have aligned in India’s favor. The 
macro-economy has been rendered more stable, reforms have been launched, the deceleration in 
growth has ended and the economy appears now to be recovering, the external environment is 
benign, and challenges in other major economies have made India the near-cynosure of eager 
investors. Daunting challenges endure, which this report will not ignore, but the strong political 
mandate for economic change using demographic dividend has imbued optimism that they can 
be overcome. India, in short, seems poised for propulsion. 

 

Any Economic Report has to grapple with prioritization, to navigate the competing pitfalls of 
being in discriminatorily inclusive and contentiously selective. Accordingly, this Report will 
focus on strengths, weaknesses, opportunity and threats to the Indian Economy (SWOT 
Analysis). 

 

The approach is to ascertain India’s strong position in a weakening global economy through a 
SWOT analysis. 
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FINDINGS 

 

As per the Results of the Survey of Professional Forecasters on Macroeconomic Indicators– 
Round 38 GVA growth acceleration is seen at 5.4% in 2016-17 as compared to 2015-16. The 
Indian economy grew at a 7.4% Real GVA growth rate and is expected t grow at 7.8% as per the 
median forecast. The growth figures on face value seem to be exciting, but it is necessary to 
understand the strength, weakness, opportunity and threat of the economy. 

 

Strengths 

 

Demographics 

1. Strong Domestic Demand:  
a. India is the second most populous country in the world and is likely to surpass China as 

the most populous country by the year 2020. Thus, India would be occupying 20% of the 
world population by 2020. This large population will entail strong demand, not only 
domestically, but also globally.  

b. This increase in strong demand is showcased in the Results of the Survey of Professional 
Forecasters on Macroeconomic Indicators– Round 38 by the increase in Private Final 
Consumption Expenditure. 

c. Private final consumption expenditure at current prices is expected to increase by 9.4 per 
cent in 2015-16 and further by 11.8 per cent in 2016-17. 

d. The increase in the Indian population will, not only contribute to the consumption 
expenditure, but will also contribute to savings, a large part of which will be productive 
savings. Productive savings in the economy are likely to be high, give the new schemes 
launched by the government like the Gold Monetization Scheme, Gold Bond Scheme, etc. 
The government’s JAM Trinity program will also help in injections of existing 
unproductive savings into the economy. 

e. In India, food has always constituted the largest part of a person’s consumption 
expenditure and taken that fact on the face value an increase in private consumption 
expenditure is likely to generate more growth in agriculture sector. The chart () below 
shows the breakup of monthly per capita expenditure on different sectors by households. 
Agriculture sector growth will accelerate at a higher rate than both services and industry as 
a result of increase in private consumption expenditure: 50% increase in agricultural 
growth rate as compared to 2.2% in service sector and 4.35% in industrial sector. 
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2. Demographic Age Profile: 
a. India houses 17.5% of the world population, but more importantly, of this 17.5%, 58.7% 

fall in the working age-group. India has 46.6% of its population under the age of 24 
years. This young population will not only add to the labor force, but also will entail a 
strong demand in the economy. 

b. Contrary to the traditional Indian culture where education was not given much 
importance, today we have a strong technologically skilled and English speaking 
proletarian population.  

c. This demographic dividend can solely act as a driving force to the Indian economy if it is 
capitalized on in an apt and strategic manner i.e. by providing them employment in 
different sectors and by providing industries with highly skilled and cheap labor. This 
will reduce unemployment in the economy and will also economize industries’ 
production. 

d. As per a primary research done by us, the following were the results: 

INDICATORS OF  MULTIPLIER EFFECT 

Age 20-30 30-40 40 and Above Total 

Agriculture
28%

Neccesities
6%

Food	And	
Beverages	

9%
Tabacco

2%Fuel	and	Power
7%

Textiles
6%

Education	and	
Health
13%

Durables
5%

Rent
6%

Others
18%

Breakup of Monthly Per Capita 
Expenditure 

Source:NSSO and	Inputs
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MPC 0.69 0.66 0.68 0.67 

MPPS 0.23 0.24 0.22 0.23 

APC 0.65 0.62 0.66 0.64 

APPS 0.23 0.23 0.25 0.24 

 
e. An in-depth analysis the above results showed us that given the MPC of the population 

between the age-group of 20-40, it can add 147 basis points to the GDP by 2020. 
 

Stable and Growth-Oriented Government 

1. India currently has a stable government with a progressive outlook towards growth. 
2. Due to a majority in the Lower House, the government has easily implemented structural 

reforms. 
3. These structural reforms undertaken by the government is likely to lead to a forecasted Real 

GVA growth of 7.4% at base prices in 2015-16. 
4. With the increase in structural reforms in the recently announced Union Budget, the GVA is 

expected to increase by 7.8% in 2015-16. 
5. This 5.4% acceleration in Real GVA at base price is expected because of a high growth rate 

of 2.7% in Agriculture and Allied Activities in 2016-17 as compared to a 1.8% growth in 
2015-16. 

6. This forecast is likely to be achieved on account of high number of structural reforms 
announced in the Union Budget 2016-17 i.e. Rs. 47912 Cr. spent in Agriculture and 
Irrigation Sectors. On the whole, the Union Budget 2016-17 provided Rs. 87765 Cr. for rural 
development (including agriculture and irrigation spending). 

7. These reforms in the rural sector will lead to creation of rural demand via the multiplier 
effect. This increase in rural demand will eventually lead to growth in Real GVA. 

 

Strong Macroeconomic Base 

1. India’s macros have improved in the recent past which will have positive repercussions. 
2. Central Government Gross Fiscal Deficit is likely to meet the mean and median forecast i.e. 

3.9% for 2015-16. 
3. The Central Government Gross Fiscal Deficit is likely to improve to 3.7% as per the mean 

and median forecast for 2016-17. Comparing it with the budgetary estimates, the Central 
Government Gross Fiscal Deficit is to be at the lower end of the range given in the forecast – 
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(3.5% to 4% of GDP). Low Fiscal Deficit in the economy is likely to make government less 
vulnerable to external shocks i.e. week monsoon, natural calamities, global recession etc. In 
case of external shocks, the government can expand its fiscal deficit by relaxing the Fiscal 
Responsibility and Budget Management Act to give an impetus to the economy in times of 
externalities. 

4. A low fiscal deficit ensures low inflation in the economy which is a threat to the economy. 
Due to the implementation of FRBM Act by the current government and weak external 
market conditions headline consumer price index inflation is expected to be in the range of 
5.0% to 5.9% in the short term. A below $50/ barrel forecast of Indian Basket of crude oil 
prices is likely to keep the headline CPI inflation below 5.9% in medium term. For March 
2017, the forecasters assigned maximum probability of 44 per cent that CPI inflation will be 
in the range of 5.0-5.9 per cent and 37 per cent in the range of 4.0-4.9 per cent. 

5. The core CPI (defined as excluding food and fuel) inflation is expected to remain below 5.0 
per cent till Q3:2016-17 on account of week rural demand and time lags. An increase in 
inflation is likely to be seen in medium to long term on account of effects of 7th Pay 
commission and One Rank One Pension scheme. While the WPI inflation is expected to turn 
positive from Q4:2015-16 and is expected to increase to 3.0 per cent in Q3:2016-17 on 
account of a poor monsoon. The increase in wholesale prices is likely to be passed on to the 
consumers with a time lag. 

6. The average CPI inflation for the next five years is expected to remain unchanged at 5.0 per 
cent, in the current round from the previous round, while the long-term ten years’ inflation 
forecast increased to 4.8 per cent from 4.7 per cent. Inflation in India is at an optimum level 
given the rate at which India is growing. This level of inflation in India can further add to the 
growth of the economy and is growth oriented inflation and not growth hindering inflation. 

7. The current account deficit projections as per the forecast are 1.2% and 1.5% of the Gross 
domestic product in the year 2015-16 and 2016-17 respectively. The Current account deficit 
is projected to widen on account of increase in Oil Price to $ 50 per barrel. Even though the 
Current account deficit is looking to widen merchandise exports are also projected to widen 
and are expected to accelerate in 2014-15 as compared to a deceleration in the year 2015-16. 
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Weakness 

 

Liquidity Crunch – Policy Lags 

1. Low liquidity has been major concern in the Indian money market with the 10-year bond 
yield at a higher rate than it was a year ago despite a 125 basis point repo rate cut by the RBI 
in 2015. 

2. RBI, to support the INR, has been selling dollars and, siphoning up rupee liquidity. This has 
impacted the liquidity in the economy. 

3. High Fiscal deficits by previous government has also led to liquidity crunch as about 85% of 
fiscal deficit is funded by bond markets thereby reducing resources for the private market 
players and creating liquidity crunch. 

4. Due to high fiscal deficit by the previous government during the last 5 years of its tenure, 
liquidity crunch rose. This trend, however, seems to be discontinued by the current stable 
government. However, liquidity crunch still persists as a major issue for the Indian economy 

5. The time lags in the Liquidity Adjustment Facility of RBI is another issue faced by the 
banking network. 

6. The banks have been asked to maintain provisional accounts for bad loans due to which 
liquidity position for the banks will further tighten 

7. RBI has been increasing M3 Supply (M1 + Time deposits with the banking system. = Net 
bank credit to the Government + Bank credit to the commercial sector + Net foreign assets of 
the banking sector + Government’s currency liabilities to the public – Net non-monetary 
liabilities of the banking sector.) in the economy at an increasing rate of 11.6% in 2015-16, 
but this is not resulting in alleviation of the crunch as the extensive credit system and asset 
allocation patterns are sucking up liquidity at very high rate in the economy. 
 

Lack of Global Competitiveness 

1. Low Capacity Utilization: 
a. Capital goods industries like steel and cement in India have been showing a low Asset-

turnover ratio in the previous quarters which signify a falling capacity utilization. 
b. India, over the years, has created surplus capacities in capital goods industry in an attempt 

to cater to the then booming domestic demand and expand its export base. Global 
slowdown and a decline in commodity prices have reduced demand in the global market 
which is adversely affecting sectors like refining and petrochemicals. 

c. According to study by CRISIL, a meaningful recovery in private capital investment will 
only be seen from 2017-18 at an increase of 7%. 

d. These conditions will stifle fresh investments in the economy with a mere 1.7% increase 
in the Gross Fixed Capital Formation as predicted by the Forecast. 
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e. This lack of private investment in the country is also reflected in the lowering Index of 
Industrial Production (IIP) in the Indian Economy. 

f. This correlation between lowering Capital Utilization and IIP has been shown in the 
following chart:  

 
 

2. Lack of Foreign and Private Investment: 
a. Negative sentiments in the Global Market and a Global Liquidity Crunch is stifling inter-

country credit transfer which is affecting the, otherwise increasing FDI in India. 
b. Although the outlook for India is improving, increase in foreign investment is stifled due 

to an unfavorable business environment and slow policy reforms. 
c. Moreover, India does not have a lucrative agriculture sector where the requirement for an 

efficient supply-chain mechanism is high. Foreign investors are sceptic about the 
profitability scope in this sector due to high gestation period and a slow reform pace in 
this sector. 

d. India has an omnipresent over leveraged private sector. Due to high interest rates, these 
overleveraged companies have huge finance costs which leaves little scope for expansion 
and technology development. 

e. This affects the company's’ profitability as they fail to achieve economies of scale. This 
discourages private investments leading to stalled projects. 

 
Weak Irrigation Infrastructure 

1. Due to low public investment, agricultural irrigation infrastructure has been very weak over 
the years. Irrigation infrastructure covers only 46% of land under cultivation signifying that 
India is over dependent on monsoon 

2. Moreover, private investors don’t enter this sector due to a very long gestation period. 
3. Due to this, there is a prevalent over dependence of the agricultural produce on the erratic 

monsoons. This has been the major reason for the low growth rate in Agriculture Sector. 
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4. The low rural demand in India is attributed to this low growth rate in the agriculture sector. 
However, recent developments due to the new government has shown a boost in the 
agriculture sector which is forecasted to show 50% acceleration in growth. 

 

Weak Bureaucratic and Inefficient Legislative System 

1. Weak Institutional Capacity and Corruption: 
a. Decentralized departmentation in the Government structure with highly overstaffed 

offices has huge adverse impact on the productivity in the government functionality. 
b. Huge bureaucracy for simple government procedures leads to huge lapses in policy 

implementation as well as operational activities. 
c. India is ranked 9.21 on a scale of 10 (10 being the worst) to show bureaucratic 

hindrances. Inertia and corruption are some of the major factors that ail Indian 
bureaucracy. 

d. According to Transparency International, more than 62% of Indians have firsthand 
experience of paying bribes or peddling influence to get a job done in a public office. 

e. Truckers are estimated to pay around Rs.222 billion in bribes at en route stoppages to 
concerned authorities such as regulators, police, Octroi, etc. 

f. This loss in productivity due to stoppages is an important national concern as it is 
reported that the truck trips could increase by 40%, if forced delays are stopped. 
 

2. Lack of majority in Rajya Sabha: 
a. There is lack of a clear majority in the upper house of the Parliament which has resulted 

in stalling of major reform bills which show clear growth prospects. E.g.: Goods and 
Services Tax Bill. 

b. Political agendas hinder the growth-oriented perspective of the economy wherein the 
opposition party in every tenure till date has opposed major reforms to attribute to 
themselves if and when they come to power. 
 

3. Subsidy leakages: 
a. Subsidization of the major sectors (Agriculture) has been a major part of the Government 

Budget over the years. This is done to incentivize and support farmers. 
b. Subsidy is a major Revenue Expenditure for the Indian Government with minimal 

positive externality. As per government estimates, about 30% of the total subsidy leaks 
out of the system thereby leading to wastage of government resources which could have 
been well spent in more productive ways. 

c. The Public Distribution System has many leakages in forms of black market trading and 
inefficient targeting. 

d. Public Distribution System is prevalent in urban areas to support industry labor class, but 
are not extensive in rural areas where they are required. This badly targeted subsidy 
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neither helps the weaker sectors of the populations nor does it add to the productive 
capacity of the economy as the major costs for it is borne by the Government. 
 

Stressed Assets in Financial Sector 

1. The Bank Credit in Scheduled Commercial Banks are forecasted to accelerate at 16.2%, but 
the verifiability of these credits are still in question as many banks, especially Public Sector 
Banks show Non-Performing Assets as a huge percent of their total assets. 

2. Overleveraged and stagnant Corporate sectors form the major part of the total NPAs in the 
financial sectors due to numerous stalled projects. 

3. Government incentivized the Private Corporate Houses to enter the Infrastructure Sector, but 
many regulatory restrictions and Environment Protection Bodies have led stalling in major 
infrastructure projects for which the Private Sector has taken huge loans which are now being 
deemed bad loans. 

4. RBI has instructed banks to make provisions for the existing and potential NPAs which has 
heavily impacted the bank's’ finances as they are under huge stress. E.g. Dena Bank has 
reported a 49.8% increase in Gross NPAs in Q3-2015 vis-à-vis Q2-2015. 
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Opportunities  

 

Low Crude Oil Basket Prices 

1. The continuous decline in oil prices, 67% since march 2014, has given the government an 
unprecedented opportunity to save valuable foreign exchange reserve   

2. Oil is the biggest component of imports for India. The decline from $105 per barrel to $34 
per barrel has helped India consolidate its foreign exchange reserve from $295 billion dollars 
to a high of $343 billion dollars. The Indian crude oil basket price median forecast is $48.5 in 
the short to medium run, this will help India further improve its foreign exchange reserves. 

3. While there has been a decline in retail fuel prices, the government has not passed on the 
complete benefit to the consumers. 

4. There has been a steady increase in excise duty on fuel, 4.02 per litre on petrol and 6.97 per 
litre on diesel since November 2015, which has created additional revenue for the 
government. 

5. This additional revenue has helped the government cover its fiscal deficit and has created an 
opportunity to increase its capital expenditure on infrastructure. 
 

Performance of Rupee 

1. The rupee has been one of the most stable currency in the international market 
2. While all major currencies have depreciated against the dollar, Indian rupee has appreciated 

by 10.38% in terms of Real Effective Exchange Rate (REER) 
3. This presents an opportunity for India to invite foreign institutional investments which look 

for a stable currency. 
4. Even though INR has not depreciated in real effective terms it has seen significant 

depreciation against Euro and Dollar providing a favorable environment to the exporters. 
Further depreciation against USD is seen as per the median forecasts of the survey. 

Median Forecast of 1 USD vs INR: 

Q1 2016-17 Q2 2016-17 Q3 2016-17 

67.1 67.3 68.0 
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Jan Dhan – Aadhar – Mobile 

1. The ubiquity of Aadhar cards and mobile phones combined with the success of the Jan Dhan 
Scheme presents a unique opportunity for India to provide financial inclusion to a majority of 
Indians. 

2. A legislative backing to Aadhar and the holy trinity of JAM can enable the government to 
move from a kind-based subsidy regime to a direct bank transfer regime which ensures that 
benefits reach the most vulnerable people and not the corrupt intermediaries.  

 

Potential Reforms 

1. A number of structural reforms have provided an opportunity to turn loss making public 
sector units into profitable, sustainable ventures 

2. The scheme of UDAY has the potential to turn around the public power distribution sector. It 
aims to convert 75% of DISCOMS debt to state government debt and the rest 25% will be 
assured by way of sovereign backed bonds. 

3. If all state governments come on board for this scheme, the focus of public power 
distribution units can be shifted from resource draining populism to efficiency based 
performance. 

4. Other potential reforms such as the GST Bill and the Bankruptcy Code have the potential to 
provide the much needed kick to the economy by creating a nationally integrated taxation 
regime and objective ways of dealing with insolvent organizations and future NPAs.    

5. Steps taken by the Reserve Bank of India for cleaning up bank balance sheets will ensure the 
safety of banks and its shareholders by protecting them from any sudden loss. 

6. The Reserve Bank of India has issued guidelines for introduction of cross currency futures 
and exchange traded cross currency option contracts in the currency pairs of Euro (EUR)-US 
Dollar (USD), Pound Sterling (GBP)-USD and USD- Japanese Yen (JPY). Further, exchange 
traded option contracts in the currency pairs of EUR-Indian Rupee (INR), GBP-INR and 
JPY-INR have also been introduced in addition to the existing USD-INR pair. The cross 
currency contracts shall enable direct hedging of exposures in foreign currencies and 
facilitate execution of cross-currency strategies by market participants. 
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Threat 
 

Slowing Global Economy 

1. Slowing global economy and especially slowing economies of our trading partners i.e. 
United States, Europe will lead to a decline in exports to them thereby increasing Current 
Account deficit. 

2. Most of the financial markets across the globe have entered bear markets and investors have 
a negative sentiment across all markets. This has lead to a net foreign institutional investor’s 
outflow amounting to 26,238 crores. FII and FDI have always been key to India’s growth and 
outflow of such capital is likely to hinder India’s growth. 

 

Weak Monsoon 
1. In India about 49% of population is still dependent on agricultural and allied activities for 

their livelihood. In such a scenario the agriculture sector has to be adequately supplied with 
water as it is the key to the sector. In India only 46% of the land is under irrigation facilities 
implying the fact that more than half the sector is dependent on a good monsoon. 

2. Growth has to be high to trickle down to everyone and for that to happen India needs a good 
monsoon. With two consecutive years of drought a week monsoon now will create a major 
weakness in the Indian economy. 

3. Since Independence India has been over dependent on agriculture as most of its population 
has been over dependent on agriculture sector for its income 

4. Weak monsoon and unseasonal rains would lead to crop spoilage finally leading to inflation 
due to shortage of crop. 

5. Crop spoilage also leads to rural distress thereby affecting rural demand which has 
traditionally led the demand in India. 
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Conclusion 

 

India stands at a crossroads wherein it has all the necessary factors in place for it to finally get 
out of the “Emerging Economy” label and become an Economic Superpower. 

Based on the SWOT, we infer that India has all the traditional weaknesses it has faced over the 
years, but it is at an optimal stage with key macroeconomic indicators in its favor, a stable and 
growth-driven government, and a sterling demographic dividend which will prove to be the 
backbone of the economy. 

With new schemes like Jan Dhan – Aadhar – Mobile, India has a very positive and sustainable 
foreseeable future, provided the government invests in an extensive and comprehensive 
implementation process without leakages and translucency.  

India has a very strong fiscal position due to low oil prices and a stable Rupee which makes it a 
very lucrative investment opportunity for foreign institutions provided the government works 
towards a better business environment with radical reforms like the GST Bill. 

India is faced with only two considerable threats. Nevertheless, India has to consolidate its 
strengths to be able to alleviate the very dire repercussions if the threats manifest. 

According to the analysis, we feel that India holds a very strong position in the global scenario 
and has to take a very strategic and radical approach towards tackling its strengths, weaknesses, 
opportunities and threats for its future goals to be manifested.  

 


