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 India: Bright Future Ahead

India’s economic future is promising in terms of growth over the next ten years.  Although the country faces challenges, there is no doubt that it is headed in the right direction.  Relations with the United States include a strategic partnership which consists of two-way trading and a Business Council with continuing events and dialogue to plan for the future (Embassy, 2014).  India has the potential to affect the entire world with its information technology strengths, and manufacturing abilities.  
Challenges for India:
There are many challenges that India faces.  These include income inequalities, difficulties in job creation, major differences in opinions and organization within the government, poor infrastructure, energy issues, theft of electricity, illegal coal, and a large gap between the rich and the poor.  
India has the “largest number of school dropouts in the world” and the education system does not provide an education for all (Nilekani, 2).  The education system is lacking since “the person who is supposed to bring this rich education to the primary school classroom undergoes two years of teacher training, after finishing grade 12, and they are then supposed to have been prepared as teachers. For secondary school teachers it is a 10 month programme after an undergraduate degree” (India, 2014).  This is a short amount of training for those who are supposed to bring development and knowledge to the country, especially when compared with other countries who allow the teachers four to five years of training before expecting them to lead the next generation of students. One third of the Indian population remains illiterate today because of a large gap between schools with money for luxuries and proper training, and those who can barely afford basic supplies.  The poorest people remain uneducated and underrepresented politically, leaving them with no voice to stand up for themselves and bring change.  The poorest people suffer from a lack of information which also limits them “when it comes to comparing good and bad systems” of government (Nilekani, 180).  The Indian government provides public schools, where the teachers barely show up and students become unmotivated to remain enrolled.  Those who have money send their children to private schools, while the poor are left to suffer.  Southern and Northern India are divided in terms of education systems.  The Southern states emphasized education for the poor, while the Northern states did not.  The chief minister, M. G. Ramachandran, implemented a program which brought midday meals to schoolchildren, and enrollment increased by fifteen percent.  It is difficult to implement programs and make decisions since governments and local groups have different interests.  Teachers unions create the biggest barrier to “decentralizing power over schools to local bodies” (Nilekani, 184).  Since the teachers unions hold so much political power, they do not want to give this up and greed and corruption takes over.  
India seems to have an agency problem as a nation- where “governments, entrepreneurs, middle class and the poor” all have different incentives and needs (Nilekani, 2).  If business owners would care about shareholders and profitability, everyone would reap the benefit.  Growth of the private sector has been inhibited by “state-owned enterprises, centralized planning, and subsidies (Hill, 78).”  State-owned firms presently make up “38 percent of national output in the nonfarm sector, yet India’s private firms are 30 to 40 percent more productive” than these firms (Hill, 78).  Labor laws are also a problem, where it is difficult for employers with over 100 employees to terminate positions because of the law.  This creates a disincentive to work hard, therefore production rates decrease- another agency problem (Hill, 78).  Because of this, India has the highest number of small companies.  To be productive, companies need over 100 workers.  Nilekani recommends taking this limit up to 1,000.  The laws need to change to promote economic progress.
According to O’Neill, Indian elites often resent Western practices and “simply don’t want this vast change” for India.  They tend to believe that “economic growth only causes damage” only thinking of factors like pollution and “dangers of financial markets” (O’Neill, 72).  The Indian elites are not thinking of the consequences that their decisions create for the Indian population; the average Indian citizen lives in poverty.  Twenty percent of children do not attend school and female literacy is lower than fifty percent.  The elites need to encourage change if these statistics are going to improve.
India tends to restrict Foreign Direct Investment, and there are clashing voices instead of one singular purpose, like China has.  China is a country that welcomes FDI and has a single purpose, and centralized government.  The united government works quickly to take action and make decisions that will benefit the most people possible.  Its main purpose is economic growth.  This goal is understood and supported by all.  Companies like Starbucks feel welcomed in China, where India is less inviting.  China has a view that “women hold up half the sky” (Holding, 2014) and they offer equal educational opportunities to both sexes.  India, on the other hand does not.  In small, poor families, boys are the ones who will get the education over females.
Industrialization is the key to economic growth and to achieve industrialization, a country needs large factories.  This will help the businesses gain economies of scale and allow them to export goods through open trading relations.  China has over $2 trillion in exports, factories with educated workers, and established infrastructure for shipping and exporting these goods.  India’s cautious environment limits their ability to expand.
In terms of global environment issues, Indira Ghandi has stated that India needs to first grow economically, and then deal with environmental issues.  The thought pattern is that India needs to “face up to its own challenges in adapting to global warming,” meeting [their] energy needs, preserving [their] forests, cleaning up [their cities], addressing soil degradation and restoring water resources” (Nilekani, 427).  It is commonly thought that India needs to deal with their own internal problems before they can face the global issues that are mainly caused by larger, more developed countries.  India needs to implement effective policies and anticipate events that will affect them in the future.  Nikekani states, “if we fail to anticipate and address these challenges, our present impressive growth will turn out to be a pyrrhic victory, as our prosperity comes with environmental and human capital costs that are too high to bear” (Nilekani, 451).  He states that these choices will determine whether the Indian economy is a “comet in the sky, or a star,” meaning it can burn out and end quickly, or last forever in prosperity (Nilekani, 451).  
Other challenges include energy difficulties.  India’s standard of living is supposed to increase, but India needs to double or quadruple its energy somehow.  Currently, the energy is very poorly managed because it is essentially a political topic.  The energy is subsidized which leads to market distortions.  There have been three revolutions applicable to India today.  These include the IT Revolution, the Green Revolution, and the White Revolution.  The regions affected by these revolutions have become prosperous, but those areas of India that have no benefited are still very poor.  The future will require a positive environment for factories, jobs, and industrialization.
India has potential:
According to Bill and Melinda Gates, “by 2035 there will be almost no poor countries left in the world” and those that do suffer will learn from their productive neighbors and benefit from their new innovations.  They point out that their labor forces will attract new investments.  India has the labor force to attract this kind of foreign investment.  A second point that the Gates make is that optimism is a necessity for progress and that negativity can actually harm efforts to solve problems (Gates, 2014).  India has the optimism that is needed for progress.
One example of foreign investment in India succeeding is featured in Globalization, the New Economy, and Ethics.  A British manufacturer of construction equipment entered into a joint venture with an Indian engineering conglomerate in 1979.  At the time, Indian government forced foreign investors to create joint ventures and had implemented “high tariff barriers” which made exporting to India difficult.  After time and deregulation in India, it has become easier to do business with the country.  The British manufacturer eventually was able to convert the Indian conglomerate into a fully owned subsidiary and ended up building another factory to keep up with the Indian market.  The revenues from these agreements increased tenfold over the period of 11 years and it is all because of investment in India (Hill, 448).
India@75 is an organization which lays out the goals and visions of the Indian people to be reached by its 75th year of independence.  By 2022, the country wants universal literacy, technology, food security and a hunger free environment, healthcare for every Indian, urbanization, libraries, and moral leadership, governance and public administration.  The organization would like to see an increase in government spending on research centers, and they would like a well maintained infrastructure.  They would also like the government to provide credit and support for entrepreneurs.  The people of India are concerned with infant mortality, and want to see progress in maternal care.   
This country has “resources, technology [and] expertise,” and has the “fastest-growing democracy” (Nilekani, 2).  It has the potential for urbanization and has a young population.  According to the India@75 website, there is still plenty of work to be done, which means India has great potential for growth.  They need “good quality all weather roads connecting all parts of the country,” inexpensive housing, accessible clean drinking water, reasonably priced public transportation, quality sanitation systems, and waste management systems (India@75).
Productivity and demographics are the two major forces to watch when it comes to growth.  India has the demographics- the population for growth.  The nation is comprised of over “1 billion people that seemed to want to embrace globalization and [] allow its workforce and products to enter the global marketplace.” Globalization has the potential to carry the benefits of India to the rest of the world (O’Neill, 20).  
All countries are competing to become a part of global supply chains and India has a chance.  In terms of GDP, India is the second highest growing area of the world.  Most people have a negative perception and India has a bad image so they do not recognize the growth potential that the country actually has.  India@75 has set a goal of accounting for 10% of global trade by 2022.
Information Technology is the center of our world as we know it.  India’s economic growth is fueled by information technology.  Those who can program software can also “explain how the program fits into the emerging trends in computing, how those trends will transform the computing business, how the transformation will affect global politics and economics, and, ultimately, how it will all loop back and transform India” (Nilekani, x).  The country is filled with engineering talent.  Combining that with low labor costs brings a great attraction for foreign investment.  Because many Indians are fluent in the English language, they can serve American businesses.  The time difference works out perfectly since “Indians can work while Americans sleep” (Hill, 16).  Since these major corporations are using Indian workforces, they are transferring American workers to India to manage and work from this country.  Ultimately, “IT-led business processes and supply chains are bringing in once marginal rural communities into the market, and also expanding access to scarce resources,” thus becoming part of the global supply chain (Nilekani, 117).
It has been reported that “10 million cell phones a month are being registered in India” (Gould).  “The global playing field has been ‘leveled’ by technology” (Nilekani, 2010).  This country which carries a perception of poverty has an opportunity to become equal or surpass other countries in terms of wealth and talent.  By 2012, the Indian software sector “was generating export sales of $68 billion (Hill, 16).  Education and digital literacy are slowly improving in the country.  Intel has taken strides to improve digital literacy in the country by launching its “National Digital Literacy Mission” which sets a goal of “at least one e-literate per household by 2020.” Modi has implemented the “NOFN project that envisages to connect 250,000 Gram Panchayats or village blocks with broadband network by June 2016” (Abbas, 2014).
In terms of education, groups like UNICEF are working towards literacy goals.  People are starting to see a direct connection between “education and the chance for better employment (Nilekani, 185).  Demand for better schools is beginning to grow; when middle and lower classes begin to rise up and make demands, and stand up for themselves, change will come faster.  Progressive moves have been made towards increasing enrollment and decreasing corruption.  There has been a huge shift to illegal private schools, where students perform better on standardized tests, as citizens are demanding better education (Nilekani, 188).  Many of them are illegal because of the vast amount of licenses need to be recognized by the government.  A government effort called SSA (Sarva Shiksha Abhiyan) is providing funds to repair the system.
Success takes a positive attitude; “the shift from the belief that everything [is] decaying and getting worse to the realization that people can create and discover and make things better” is what can lead to breakthroughs in society (Gates, 2014).  It takes an engaged nation who believes in themselves to succeed and India has just that.  According to Nandan, the people of India are refusing to “settle anymore for [their] assigned role or station in life” (Nilekani, xxi). Unfortunately, optimism alone is not enough to change a nation.  The government plays the largest role in the transformation of India.  With the right government influences, India could have the productivity to be a huge success.
Government Role in India:
India is making progress in terms of its government, which means the next ten years could be very fruitful for India.  Its democratic government and economic reform programs have led to expansion and increasing foreign investment.  The countries youth is demanding transparency in government and shifts away from the old unfair ways of ruling (Gould).  Government corruption still stalls progress, so if all of the corruption can be stopped, the Indian economy can be strengthened (Hill, 16).
The root of the main governmental issue in India is that unlike Europe and the United States who embraced capitalism and then democracy, India became a democracy first, so politics and economics clash.  (Nilekani, 156)  According to the rational-actor paradigm, all rational beings will act with their best self-interest in mind.  Therefore, regional, religious, and caste loyalties create conflict in India.  Fragmentation is a major issue in the country where there is a large gap between the rich and the poor, who have completely different self-interests.  One united, centralized India would be better for the country as a whole. What India needs is a capitalistic economy where nonfamily businesses can thrive and supply global chains with talent.  India needs an improved education system for all citizens, no matter what caste they are from.  The country should unite as one and grant all citizens equal rights to property, education, and healthcare.
India’s current Prime Minister, Shri Narendra Modi has promised the country good governance and change.  He grew up in poverty and can relate to many Indian families and has the power to reshape India for the better.  Thus far, Modi has taken some steps in the right direction.  To promote urbanization, he has lifted extra clearance requirements on industrial projects, thus improving progress of expansion and industrialization – paving the way for businesses to thrive.  Forest clearance rules, entrepreneurial clearance procedures, highway expansion regulations, mining and coal production procedures have all been simplified (Dhoot, 2014).
Goal setting is a valid start to improvement.  India@75 has set goals which include elimination of outdated laws, a need for a proactive and transparent government, empowerment of local bodies, use of technology for checking violation of laws, getting the youth involved in politics, demanding that leaders have no criminal records, developing leadership and decision making skills in the education systems, guaranteeing social security for all, and ensuring that every citizen is honest and free from corruption. (India@75).  According to Mahr, a Pew survey showed that “70% of Indians were dissatisfied with their country’s direction and worried about inflation, unemployment, and an underperforming government.”  The people of India are aware of their problems (Mahr, 2014).
One of the most important factors for a government to monitor is inflation.  India has set goals and created rational plans for doing just that.  The fact that the country is making strides to revamp its monetary policy and align inflation rates with international standards shows progress (Zhong, 2014).
One goal for India is obtaining a unique identification for all citizens.  All information will be tied together, including bank account information and social security numbers.  Currently, 800 million have unique ID’s in India- this means that their biometric fingerprints and eye scans are on file.  A formal identification system with IDs and bank accounts could lead to a much better economy, as it already has in Brazil.  This represents a reason for optimism in India.  The importance of the unique ID is especially relevant for low income citizens, to provide assistance directly to them via a bank account.  This bypasses all middle people and potential financial leakage, and gives the support directly to those in need.
Benefits for the United States:
If India succeeds, the entire international economy including the United States will benefit.  “India with about 1.2 billion people, is a potentially huge market” in terms of the purchasing power of those consumers (Hill, 89).
The U.S.-India Business Council (USIBC) is a group that works to “deepen trade and strengthen commercial ties” between the two nations.  This will lead to a “better business environment, creating jobs and growth for both countries” (Van Dyken, 2014).  Current discussions include manufacturing and infrastructure development plans.  The improved relations between the two countries have the potential to strengthen both economies.
[bookmark: _GoBack]Modi is working on resolving important issues with the United States.  The US and India have “five focus groups: Agriculture, Investment, Innovation and Creativity, Services, and Tariff and Non-Tariff Barriers” where they focus on goals such as increasing “collaboration between US and Indian innovators” (Government, 2014).  India is fully compliant with all international laws and is working towards further improvement.
The United States can benefit from India’s growth and progress in terms of Information Technology.  One of India’s Chief Ministers “invited IT companies to invest in the State and become partners in its progress” (Andhra, 2014).  Google India has been developing new Indian fonts and making efforts to increase Internet usage in the entire country by improving Internet access.  Progress in the IT industry will give the United States opportunity to invest in the foreign country and benefit from the skilled, English speaking labor pool that India is.  It will also open up e-commerce opportunities, which has potential to assist American consumers.  “India is ranked 134th out of 189 countries on the World Bank's Ease of Doing Business Index;” the country is becoming easier and easier to invest in and work with (Dhoot, 2014).
The Indian government is experimenting with paperless ports with hopes of decreasing logistics costs, and cutting “bureaucratic delays faced by exporters and importers” which will make trading a lot easier.  This new system will completely get rid of the “requirement of manual stamping at each point for moving containers” leading to a smoother system (government plans, 2014).
The Standard and Poor’s rating system has expressed confidence in India and its potential for growth and foreign investment.  While they have only made a short term prediction, it can be a good indicator for years to come.  As stated by S&P: “the new government has both the willingness and capacity to implement reforms necessary to restore some of India's lost growth potential, consolidate its fiscal accounts, and permit the Reserve Bank of India to carry out effective monetary policy.”  India’s strengths include its lack of credit debt, “improved liquidity position,” and democratic political system.  Expectations include an “improved fiscal performance in the medium term primarily from revenue-side improvements brought about by the planned introduction of a national goods and services tax (GST) and administrative efforts to expand the tax base” and improved per capita GDP (S&P, 2014).
There is great potential for India to grow over the next ten years.  Economic reforms are in progress and India is on the road to success.  It has been predicted that India will be the third largest economy by 2050, behind the United States and China.  It has been predicted that India will be more than “thirty times bigger than it is today in economic terms (O’Neill, 69).  We will have to wait and see.  
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