India: An Emerging Economic Giant

“In view of its market size, I do not think major Canadian companies can afford to stay out of India; nor should they
ignore projections by the World Bank and others that foresee both India and China emerging as economic giants by

the year 20107 — Stanley Gooch, Canada’s ngh Commissioner to India.
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Ind1a is the woﬂds second ost

populous (over.900 million people) ‘

and seventh largest (3.3 million-
square_ kilometres) nation. The
country is overwhelmingly rural,
yet more than 50 million A
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TTGood Economic Performance

The Indign economy, powered by 14
_per_cent' growth in the industrial
‘sector; g\rew by 5.9 per cent in the
first sm;months of 1995 (up from
4{{} percent 1\:\1\ﬁscal year 1994-95).

el

hard-pressed to keep inflation,
which has remained in double
digits until recently, within poli-
tically acceptable limits.

In other areas, however, the
economy has performed well and
its prospects are brighter:

Indians live in the eight/
latgest cities. India ls{ b
geographmally and cultir-
ally diverse; iy officially
recogmzes 1 languages
and is home to. six major ,
religions. { Hi

Although poverty and over- populatzon remain
il endurmg problerzzs, itis the “other India’,

food productmnwandhm-
dustrial (}utp
_strength; ,exports and fo
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250 bmtllwn people whzch represer?t&Indza s best

forelgn debt p1ctl1re has
1mproved and/ foreign

An ancient l;nd Indla

cracy, ha§ a stable goxfernmen

and an eduqated Enghsh-speaklngb
elite with a\well—estabhshed entre-‘

preneurial tradition. ;
India is a federal zﬁf)ubllc w1th

parliament an *fpres1dent ‘Prime
6 has been
head of the Congress Party, India’s
dominant political party, since the
‘of | Rajiv.

Minister Narasimha

1991 assassination
Gandhi. Recently, party dlss1den

have emerged to challenge Mr.,e

Rao’s leadership. ‘l" di

The Prime Minister mgst reu-; ,
nite and re-invigorate his party to
win another term. Natlonal elec-
tions are due by early 1996. \Most
observers, aware that all major =
parties support economic reform B

year 1995 96 vary depending upon

believe the modernization and
liberalization of India’s economy

will proceed — irrespective of
which party forms the next go-\,

Whlch Bombay is. the cap1tal ha;

Nelghbounng states, Gl
Karnataka reg1$tered

1995 1saue of\ Fortune magazme
elalms that'Bombay ranks gighth
of world cities in growth potential.

In the'hugeagrichltﬁre sector,

‘where ‘public mvestment has stag-

" nated and subeldaes remain in
. place, growth}

(leped below 3 per
cent; food gram production, how-
ever, rem red strong and huge
surplus st:lzs currently are held in
storage g

Gl’OWthi;

rojections for fiscal

which econormc indicator is
'~h1ghhghte The less optimistic
forecast{" ocuses on political

vernment. Political risk to inves- { uncertamty,,the high fiscal deficit

tors, therefore, is low to moderate,
depending on the local situation.

\and / persistent

double digit
inflation. The government will be

t. "”QM;ms er’s’ expectations,
uJarat and /imports grew at 28 per cent.
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: SHARING TRADE SECRETS

}‘ dlrechnvestment is grow-
mg\n‘sohdly (although,«" portfolio
nvestment is; &own dramatically).

;The economy of Maharashtta, of Annual exporkgrqwth of over 18

t exceededzt e Commerce
while

per. ¢

The negative trade balance is of

imports underscores increased in-
vestment in imported capltal goods. -
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