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ABSTRACT 
Under Economic Growth mean constantly increasing volume of production in 

country, or an increase in gross domestic product main quantitative indicators of production 
for a period of one year .Economic    development is not only quantitative changes when it 
comes   to the economic position of the country, but also qualitative changes (changing the 
economic structure, the emergence of new sector sand   industries new jobs, etc..). They lead 
to a better and more complete satisfaction of all human needs Production per capita is a 
measure of the ability of a society to achieve their goals of social and economic 
development, all in order to meet the constantly growing social needs. The increase in 
output per capita in economic theory is expressed as economic growth, without which no 
economic development, but does not have any economic growth to be a function of 
economic development.                            
Keywords: India’s Growth, Economic Growth, Development 

 
I. INTRODUCTION 

The crisis brewing within the Indian economy has gained unanimous acceptance by now. 
Even the latest annual report of the RBI for the fiscal year 2018-19 (or FY19) confirmed 
that the Indian economy has indeed hit a rough patch. The GDP growth rate of the 
economy has slipped to 5 per cent in the first quarter of FY20, the lowest in over six years. 
This is an indication of tougher times ahead. Be it the recent collapse of the automobile 
sector or the India's GDP is investment, induced by both -- private and government sectors. 
It has been a key driver of growth since the liberalisation of 1991. Though gross fixed capital 
formation (GFCF), the main constituent of investment in the economy, increased, yet its 
contribution to growth fell by 6.2 percentage points in 2014-19 than in 2011-14. 
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The Concept of Economic Growth and Development 
Economic growth includes changes in material production and during a relative 

short period of time, usually one year. In economic theory, under the concept of economic 
growth implies an annual increase of material production expressed in value, the rate of 
growth of GDP or national income. Growth can be achieved, for it does not achieve the 
developmental course of the economy. economic development amounts nvolves not only an 
increase in material production, but also all the other socioeconomic processes and changes 
caused by the influence of economic and beyond economic factors. Economic development 
is therefore expressed in a longer period of time. Economic development of an economy 
consists of a series of structural changes. The economic development of the country will be 
achieved through greater participation of the processing capacity of industrial production 
(secondary sector), and at higher levels is increasingly dominated by service sector (tertiary 
sector). For the economic development of any country is also of great importance and 
changes in production structure and introduction of new products, new products, new 
techniques and technologies, new processes of production, raw materials, new energy 
sources. Changes in the distribution of factors of production, i.e. in their new location, and 
not only labor, but of the entire technical potential. As for the operating assets, reallocation 
of technical potential is done through the engagement of cash accumulation, in order to 
build new generating capacity. Economic development means greater and more effective 
involvement of the economy of a country in the international economy. The development 
includes the ever growing share of accumulation in the national income. Thus, economic 
development represents a very complex process and phenomenon. Economic growth, 
measured by the percentage increase in national income per capita, can not really be realistic 
indication of the achieved level of economic development (Peru, 1986). Economic 
development is not just an increase in GDP and national income, but all the long-term 
socio-economic changes in the economy of a country. It is very important that, above all, 
political economy, deals with the problems of economic development. First of all, the 
purpose of creating and managing development and economic policy. 
 
Causes for the Present Slowdown in the Indian Economy 

Much has been written and said about the ongoing economic slowdown in the 
Indian Economy. What was being indirectly said about several economic indicators flashing 
warning signals for the last year or so  what has triggered the present criticism is the GDP 
(Gross Domestic Product) figures for the last quarter which came in at 5.7%andsuddenly 
brought the issue into a full public glare. , given the fact that India was touted as the Fastest 
Growing Developing Country for the last two years, the slowdown has also caught many of 
those making such claims by surprise. 
 
Collapse in Private Consumption and Investment Freeze Leading to Double 
Whammy 

So, what are the reasons for the present slowdown in the Indian Economy? To start 
with, private consumption has taken a beating due to Demonetization as consumers 
suddenly prefer to hoard cash or keep it in the bank instead of spending on consumer goods 
.Moreover, demand has also collapsed in the rural areas as the entire rural economy runs on 
cash and Demonetization led to the loss of jobs as well as incomes thereby squeezing the 
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rural consumer who now prefers to wait and watch as well  as postpone consumption except 
that of essential goods and services. Next, Demonetization has also led to small and medium 
businesses or the so-called SMEs to with hold investment since they too operate on a cash 
basis and the cash crunch has left them high and dry. 
 
The Effect of Demonetization 

Indeed, Demonetization can be said to have contributed too much of the slowdown 
as the Double Whammy of demand collapsing, and supply bottlenecks mean that there is a 
broad slowdown across the Thus, what we have is a situation where in cash has dried up 
leading to a slowdown in the economy . One must also take note of the fact that it is not 
only private consumption and small enterprises causing the slowdown .Indeed, the Big 
Corporates are as much to blame since they are drowning in debt that they accumulated 
during the Boom Years of the first decade of the 21st century. It is also a fact that   this has 
contributed to a freeze on investment by industrial houses and corporate who are now 
paying down the debt or postponing debt repayments to ensure that their present cash flow 
is sufficient to remain in business. 
 
Too Much Debt 

Added to this is the fact that most Public Sector Banks are saddled with high NPAs 
or Non Performing Assets that have resulted in them tightening lending and instead, seeking 
deposits and otherwise repairing their balance sheets by making provisions for Bad Loans. 
Indeed, absent recapitalization of such banks by the government, one might very well see a 
vicious cycle wherein bad debts and demand collapse lead to no lending and no fresh 
investment in addition to any consumption. The cycle has to be broken somewhere, and this 
is where the Government and the RBI or the Reserve Bank of India have to take concerted 
action. 
 
Rollout of GST 

Fourth, the fact that the rollout of the GST or the Goods and Services Tax on a 
nationwide basis has led to the slowdown cannot be denied. Indeed, GST has hampered the 
small businesses more than Demonetization by forcing them to withhold inventory until 
they migrate to the GSTN or the GST Network and become compliant with the numerous 
rules and regulations that are part of this tax. It can be said that the implementation of GST 
is also flawed thereby exacerbating some of the factors that have contributed to the 
slowdown. 
 
Global Slowdown 

It is not these factors alone, and the most important factor is that there is also a 
global economic slowdown that is happening and given the fact that India is a net 
commodity exporter, there has been a slump in the volumes of exports. Apart from that, the 
global slowdown has also been accompanied by a retreat of globalization which has resulted 
in FDI or Foreign Direct Investment being only in the areas of speculative finance and 
distressed assets purchases rather than into investments that help the Real Economy. Thus, 
it can be said that ongoing global headwinds also have contributed to the slowdown in the 
Indian Economy. 
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Retreat of Globalization 
Hence, what the slowdown means for professionals and fresh graduates is that they 

would be finding it harder to land jobs as well as see their salaries rise year on year basis. In 
addition, the policies of the Trump Administration have contributed to a decline in the 
number of students and professionals going to the United States and added to this, Brexit 
uncertainties have compounded the situation. It looks as though that the combined effect of 
all these factors means that the Indian Economy is likely to remain in the doldrums for 
some time to come. 
 
Ride out the Storm 

Lastly, the slowdown is also part of a longer-term structural shift wherein the 
Economy is shifting gears from the high investment era to a low investment era as well as a 
transition from being cash-driven economy to a digitally enabled economy. Indeed, this can 
be seen most in the Real Estate Sector that has come to a grind in recent months and hence, 
has also contributed to the slowdown. All in all, all the factors have caused a Perfect Storm 
for the Indian Economy, and there has to be a time lag before one can reasonably and 
realistically expect a turnaround. To conclude, the best option now for all stakeholders 
would be to Ride out the Storm. 
 
Indian Economic Slowdown: A long-term problem, how to come out of it? 

With an aim to acquire USD five trillion economy status, India has to consistently 
achieve a minimum of 9%+ growth rate for next five years. On the other hand economic 
indicators reflect that the GDP growth of India has gone down to almost five percent in the 
first quarter of financial year 2019-20. Many sectors that contribute to the Indian Economy’s 
growth path, like Automobile, Real estate, FMCG, Manufacturing, Agriculture are lagging 
behind in achieving desired growth rate and jobs in these sectors are not only going down 
but are also trimmed. To become a USD five trillion economy in 2025, India must achieve 
USD 3.3 trillion economy status by 2021; USD 3.6 trillion economy status by 2022; USD 4.1 
trillion economy status by 2023; USD 4.5 trillion status by 2024 and USD 5 trillion economy 
status in 2025. However, the current trends and prospects do not favour this dream. 
 
Recent Slow down of Indian Economy: Impact is Prominent 

The GDP growth of Indian Economy has touched the six year low in the first 
financial quarter of April- June 2020. It touched 5.8% growth in January-March, although in 
nominal terms India’s GDP grew by 7.99% which is also lowest since December 2002. Key 
sectors bearing the brunt of Indian Economy slow down are Agriculture, Automobile, Real 
Estate, FMCG among others. The $100 billion automobile industry that employs 370 lakh 
people and contributes 12% to the national GDP, is suffering from huge slow down. 
Around 3 lakhs jobs are lost, Sales have gone down and the automobile industry appears to 
be going in reverse gear. The official data released by the National Statistics Office (NSO) 
confirm that. Weaker consumer demand and slowing private investments are the two key 
factors behind the Indian Economy Slow Down. Eight core sectors have registered negative 
growth of just 2.1% in July, compared to 7.3% in the corresponding month last year. 
According to the Centre for Monitoring Indian Economy (CMIE), the overall 
unemployment in India has now touched 8.2%, with a high urban figure of 9.4%. FPIs have 
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pulled out a net amount of Rs 5,920 crore even after the government announced a rollback 
of enhanced surcharge on FPIs. All the sectors need huge investments and remedial 
measures to increase the demand to improve and take India out of the state of economic 
slowdown. Indian Economy, no doubt is passing through a sluggish economic growth since 
2016 post demonetization as compared to earlier years, although efforts are being made to 
improve the Indian Economy’s growth to achieve the rate which may not be considered as 
very slow. Government however, is of the opinion that India’s economy has a better growth 
rate amidst global economic slowdown, if we go by the global economic growth standards.  
 
Indian Economy Slow Down: The facts and background 

India’s Economic growth has slowed for 5 consecutive quarters beginning from late 
2015-16 onwards. Now growth is slower than it was in the quarter in which The Modi 
Government assumed office. It could be serious blow for a government that had promised 
to turn around the economy through decisive governance. India’s GDP growth has gone 
down from a high of 9.2% in third Quarter of the year 2016 to 5.7% in current 4thquarter of 
2017. The economic growth rate is probably the slowest in last many years. However, Indian 
Economy as per global standard is not in recessionary stage. The UK and the European 
Union consider an economy in recession only when real GDP growth actually turns negative 
over two consecutive quarters and by this criterion, with a positive growth rate of 5.7%, 
Indian economy is far off from being in a recession. All four contributors to economic 
growth – domestic consumption, foreign consumption or exports, private investment and 
government spending – are hit by the slowdown. In the first quarter of this fiscal year, 
domestic consumption fell to 6.66% as against 8.41% in the same period last fiscal; exports 
as a share of the Gross Domestic Product was down to 19% from 20%; and fixed capital 
formation decreased from about 31% of the GDP to 29.8%, signalling a slowdown in the 
industry as well. 
 
Causes of Economic slow down 

The cause of the problem as shared by some of the experts consists of supply-side 
shocks. Besides, three important contributors to this problem include Demonetisation & 
stressed banking sector, GST Implementation and problems in Agriculture sector. The 
public goods are provided by government and the government needs tax revenues to supply 
them, and these depend upon national income. Then there is employment. A demand for 
labour exists only when there is a demand for goods. So growth is necessary if employment 
is to be assured. There is not only a pool of unemployed persons in India to absorb but the 
country also needs to provide employment to youth continuously entering the labour force. 
The slowing of the economy is a source of concern as an economy that has been slowing for 
five quarters is unlikely to turn around quickly. Besides, it may not be able to revive on its 
own. 
 
Is the Slowdown Structural or Cyclical?  

Before we go into detail, it may be useful to explain why other explanations have 
proved unsatisfactory. Existing explanations fall into two broad camps.4 On one side are the 
structuralists who attribute the problem to structural constraints such as labor and land 
restrictions and governance (Rajan, 2019; Sharma, 2019) or income inequality (Roy, 2019; 
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Mukherjee 2019). Then there are the cyclicalists, who focus on more recent developments, 
attributing the slowdown to a slump in aggregate demand, explained by problems in 
agriculture (Kotwal and Sen, 2019; Damodaran, 2019; Ghosh 2019; Dev and Goyal, 2019); 
demonetization and GST (Banerjee, 2019) 
 
Indian Economic Slowdown: A long term problem, how to come out of it? 

With an aim to acquire USD five trillion economy status, India has to consistently 
achieve a minimum of 9%+ growth rate for next five years. On the other hand economic 
indicators reflect that the GDP growth of India has gone down to almost five percent in the 
first quarter of financial year 2019-20. Many sectors that contribute to the Indian Economy’s 
growth path, like Automobile, Real estate, FMCG, Manufacturing, Agriculture are lagging 
behind in achieving desired growth rate and jobs in these sectors are not only going down 
but are also trimmed. To become a USD five trillion economy in 2025, India must achieve 
USD 3.3 trillion economy status by 2021; USD 3.6 trillion economy status by 2022; USD 4.1 
trillion economy status by 2023; USD 4.5 trillion status by 2024 and USD 5 trillion economy 
status in 2025. However, the current trends and prospects do not favour this dream. 
 
Policies need to act on the 5 Rs 

 Conducting a new Asset Quality Review to cover banks and NBFCs                                                             
making changes to the IBC to ensure that participants actually have incentive                              

 Create two executive-led public sector asset restructuring companies (―bad banks‖)                                                                   

 Strengthening oversight, especially of NBFCs (Regulation) 

 Linking recapitalization to resolution (Recapitalization) 

 Shrinking public sector banking (Reform) 
 

There is, of course, a reason why these policies have not been implemented before. 
They are politically difficult, and other, easier alternatives have seemed more attractive. But 
the government currently has a tremendous amount of political capital. And by now all the 
alternatives have been tried, and found wanting. So, finally, after a long and difficult decade, 
the government has both the opportunity and the clear need to resolve the Four Balance 
Sheet (FBS) problem. But we must be clear. Realism demands a recognition that resolving 
the FBS problem, as well as the difficulties in agriculture, will inevitably take time. A slow-
bleed over many years led to the current predicament. The way out will also be laborious. 
India’s weak state capacity and the entrenched stigmatized capitalism has stymied private 
initiative and honest public officials for a very long time. There are no quick solution. A 
corollary is that sustained effort will be needed. Complacency remains an abiding danger. 
The economy was buoyed by a series of cyclical factors in the 2010s; another fortuitous 
factor may well arrive in 2020, at which point there could be euphoria, lulling us back into 
policy inertia. Such a reaction would be dangerous, for the FBS challenge is deep and 
intractable, defying easy or quick corrections. Any signs of an incipient upturn must 
therefore not be interpreted as harbingers of durable improvement. They must be seen for 
what they are: sirens that must be resisted.  

36 Another reason to be realistic and even moderate India’s medium term growth 
expectations is the external environment. The Economic Survey of 2018 spoke of 
headwinds facing ―late convergers‖ such as India, countries that have not even attained 
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proper upper-middle income status. These headwinds include the declining trading 
opportunities that sustained the East Asian and Chinese growth miracles, labour-saving 
technologies, and climate change. But being realistic is not an invitation to succumb to 
pessimism. It is important to realise that India has agency. Even ―middle income traps‖can 
be sprung. After all, some of the problems have been domestic and self-inflicted. If we got 
into India’s Great Slowdown in part because of what we did in the past, surely we can also 
emerge out of it by what we do next. 
  

II. CONCLUSIONS 
Since the Global Financial Crisis, India’s long-term growth has slowed as the two 

engines propelling rapid growth—investment and exports—sputtered.Today, the other 
engine—consumption—has also stalled. As a result, growth has plummeted precipitously 
over the past few quarters.Indeed, the economy seems locked in a downward spiral. Best 
capturing this stark reality is the astonishingly high interest-growth differential. The 
corporate cost of borrowing now exceeds the GDP growth rate by more than 4percentage 
points, meaning that interest on debt is accumulating far faster than the revenuesthat 
companies are generating. Already, this has caused a resurgence in the amount of stressed 
debt, a second wave of the Balance Sheet Crisis. If this process is left unchecked, the 
economy will continue to spiral downward, as stress reduces growth, which then intensifies 
the stress. 35Clearly, action must be taken to stabilize the economy and get it back on the 
path of rapid growth. But in the current circumstances the standard macroeconomic tools 
are not very useful. There are actions that the government cannot do (further significant 
fiscal stimulus); must not do (reducing personal income tax rates or raising GST rates); can 
do with only limited effectiveness (easing monetary policy). What, then, is to be done? First, 
can anything be done quickly? A major first action--almost a pre-condition for righting the 
economy—could be a Data Big Bang, both instill confidence and produce a reliable basis for 
policy-making. This must comprise the publication of unreleased reports together with a 
strategy for improving official statistics in at least three areas: the real sector (GDP, 
consumption and employment), fiscal accounts, and stressed assets in the banking system. 
Next, we propose several strategies to halt the current vicious economic spiral, the most 
critical one being to address the Four Balance Sheet challenge –the stress in banks and 
NBFCs on the financial side, and infrastructure companies and real estate on the corporate 
side. 
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