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Introduction

Alndia is considered a bright star in emerging
markets

Alt has growth momentum

ATo understand this momentum we haveto
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India

AYesterday was tragic

AJourney to today, despite slow start and detours,
confirms promise of the future

ATomorrow can be spectacular but with potholes,
roadblocks and detours
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Global GDP: A historical view

I A history of world GDP
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From 25% to 2% of Global GDP

I A history of world GDP
Percentage of total, 1990 $ at PPP*
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Why did this happen?

Grear Dive rgence

Industrial Revolution

Income per person (1800= 1)

Malthusian Trap
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Why did this happen?

YI

(1800= 1)

FIL'['C['PI'[

BC 100

Alndiacould not

participate in the
Industrialrevolution

ADomestichandcrafted
Industries were destroyed
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Tragic Yesterday

ABritish taxation and famines ALife expectancy in 1951; 32

decimated the population
and impoverished the
country

years

Alnfant mortality rate: 190/1000
births

ALiteracy in 1947: 11%

A1800-1825: 1 million Indians
died of famine

A18501875: 5 million died
A18751902: 26 million died

A1905/06: 235,000 é)eople
dIed In the city of Bombay
alone

A1943: 2.0 Million people die
of famine in Bengal alone

India's Per Capita GDP
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Wealth/Health: 1801 to 1901
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1947 to 2014
Overcoming the Great Divergence
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India Today: GDP
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India Today: GDP

FY 10; percent

Net Trade= -6%

Public
Consumption

Investments

Private
consumption

Real GDP growth — output approach

FY 10; percent

Others* Agriculture

Financial

. Manufacturing
services

Trade, hotels,
transport &
communication

Construction
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A healthier population

APopulation:1,236,344,631  AMedian age: 27 years
(July 2014 es} AAde struct
. e strucuure
ALife expectancy: 67.8 years " X0.14 years: 28.5% (male

from 32 in 1951 187,016,401/female
A I' | 165.048.695)
nfant mortality rate: A15-24 years: 18.1% (male

43.19/1,000 births from 190 118,696,540/female

_ 105,342,764
ALiteracy: 63% from 11% A2554 ears:)40.6% (male

258,202,535/female
243,293,143)

Al abor force: A55-64 vears: 7% (male
ap e 43,62 ,668/fema$e
A487 million A43,175,111)
d : 65 years and over: 5.7% (male
A2nd|argest in the world 83 Y535 and over: (

37.810,599) (2014 est.)
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A wealthier population

AGDP per capita (2013 US$)

A$4’000 SERVICES GROWTH HAS BEEN BROAD-BASED W secors
. than GDP
Angh In the world ;er;::_:e sulxb;ectnr ureaﬁggu;n,waa—zoua conxﬁu:tu ar:;aa—lzooa
, billion, Indian rupees, gro rate,
A$3,900 (2012 eSt') Business Services®——, 3,342 " 7,357 ” -]
S 23
A$3,800 (2011 est o, A :
Banking & Insurance ’/ 9
Community Services™ 10 )
.- 9
AGDP- composition by SeGLoL e s

(2009 est.): s

AAgriculture: 17% . N\

Public Administration

7
AI N d u Stry- 2 6% Other Services*™* 8 :‘:‘ i ;
. Dwellings/Real Estate 13
AServices: 57% g °

* Includes IT/BPO services. 1993 2003
** Includes health care and education.

***Includes personal services, legal services, railways, storage, entertainment efc.
Source: Central Stafistical Organization; MGI India Consumer Demand Model, v1.0

1
Pradeep Anand; pa@seeta.com www.seeta.com 0




he Empowerment Gap is 7 times larger than
the Poverty gap

Average monthly consumption expenditure
INR per capita per month, 2011-12, in 2011-12 prices
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Categories of Deprivation

Most Deprived

126 districts

27% population share
Average ADS': 59 percent

Household Services Deprived
177 districts

18% population share

Average ADS: 49 percent

Moderately Deprived
127 districts

26% population share
Average ADS: 41 percent

Community Services Deprived
59 districts

15% population share

Average ADS: 37 percent

Least Deprived

151 districts

14% population share
Average ADS: 34 percent

1 Access Deprivation Score: distance of each district from the point of no deprivation.
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Share of manufacturing employment by firm size, 2009
%

200+ employess 11
50-199 employees 23

149 employees

India Philippines Indonesia Thailand China

$ thousand per year

Businesses with 131 14.0 12.4 131
200+ employees

Businesses with e e 0 e @
5-49 employees?
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A complex, pluralistic society

AComplexity

AMacro

ACultural, religious, scientific, political, architectural, and economic
histories of gpeople

AMicro
AQuality, Quantity, CharacteristidSrivers/Motivations

AResources
Alnfrastructure

Alnstitutions
APolitical, religious, economic, legal, social atfters

1
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Uttar Pradesh
Rajasthan Hindl, Urdu, Bhojpuri

Hindl, Rajasthani

 Hindi, Urdu, Maithill, |
i, Santall 7

Tamil Nadu
Tamil, Saurashtra
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Neutral

Equidistant

Separation
of
Church & State
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Complexity: India and India
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Lacking Infrastructure

ACommon Complaints
Aw2 I Ra KIS LRGK2fSaT UGN FTF
are largely unpaved,; cities traffic often snarls to a halt;
long-distance trucks average only about 20kph (12mph);
delays and shakedowns by grasping officials add 30% to
the cost of road freight

ABusinesses need their own power backup; own water
treatment plants; own transport for employees; computer
servers need costly extra layers of backup

24
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AThe state can't fix the infrastructure because it is broke

AGovernment debt almost 70% of GDP, more than half is interest
expense

AGovernment expenditures amount to about 15% of GDP; average
40% of GDP in OECD countries

ABadly designed and administered tax system

Alncome tax is about 3.7% of GDP, half that in South Korea and other
Asian tigers

AAgriculture in India accounts for 17% of GDP; wealthy farmers don't
pay taxes

AExcise taxes account for over 60% of India's indirect taxes

AExemptions invite abuse. Evasion of excise taxes is more contagious
than evasion of taxes on profits and incomes

2
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India Government Debt to GDP

INDHA GOVERNMENT DEET TO GDP
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Planned Spend vs. Actual Spend (2009)

Planned and actual spend across sectors in 9t and 10t Plans

Actual as per cent of planned

Planned spend
USD billion
Airports
Irrigation
Power
Railways
Roads

Per cent
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Skills Shortage

A40% are illiterate; another 40% failed to complete school

AShortage: 200,000 engineers, 400,000 other graduates and
150,000 vocationally trained workers;

ASurplus: barebgkilled workers in agriculture

AOnly 16 worleclass Indian Institutes of Technology

ATech-minded young are getting cocky; wages are surging;
additional training needed for college graduates; poor
employee loyalty; excessive poaching

ASuppI_ies_ disappear; teachers do not turn up; cannot be fired
constitutionally
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