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calls for raising 
investment rate 
34-35% rate will help achieve GDP growth of over 
7% ; private sector’s role crucial: S Mahendra Dev 
ruchika chitravanshi 
New Delhi, 19 November 

India needs to increase the investment rate 
to 34-35 per cent from 31-32 per cent cur-
rently to achieve a growth rate of 7 per cent 
and above, said S Mahendra Dev, chair-
man, economic advisory  council (EAC) to 
the Prime Minister, on Wednesday. 

He added that for this to happen, the 
role of the private sector is crucial. 

Speaking at the Delhi School of Econ-
omics, he stressed the need to increase 
savings in order to finance investment 
through financial sector reforms, 
especially due to uncertainties affecting 
foreign investment.  

Dev underlined the need for India to 
move to a labour intensive, high manufac-
turing growth to become a developed 
country by 2047. 

Highlighting how “the missing 
middle” in Indian manufacturing — 
where most firms are either small or large 
sized — is obstructing productivity, the 
EAC chairman said, “Reducing this miss-
ing middle is a question for India. Factor 
market reforms in land and labour are 
required for which states have to take a 
lead. The committee on deregulation is 
also looking at issues faced by  micro, small 
and medium enterprises (MSMEs).” 

He said manufacturing and services 
were both complementary with more for-
ward and backward linkages. “The service 
sector also needs an expanding manufac-
turing sector.” 

Dev highlighted the importance of 
exports in India’s growth trajectory. “No 
emerging market has grown 7-8 per cent 
without strong export growth,” he said. 

He added that even though exports 
constitute only 20 per cent of gross 
domestic product (GDP), it still has a 
multiplier effect in other sectors.  

He said even though many suggest that 
India should join regional groups like the 
Comprehensive and Progressive Agree-
ment for Trans-Pacific Partnership or 
Regional Comprehensive Economic Part-
nership, the government has to check the 
pros and cons. 

“I feel rule-based WTO is always better 
than protectionism… Despite reduction in 

international trade, there are a lot of 
opportunities for India to increase its 
share in merchandise trade,” he added. 

Talking of global challenges, Dev  
said the resurgence of industrial policy 
 in developing and developed countries  
has been a significant shift in economic 
strategy. 

Highlighting that of 101 middle income 
economies in 1960, only 23 achieved high 
income status by 2018, Dev said that India 
needs to avoid the middle-income trap. 

“GDP growth is important, but it's 
important that everybody shares it — 
inclusiveness and sustainability is impor-
tant.  Employment is crucial for inclusive 
growth,” Dev added. 

The EAC chairperson also  stressed that 
the less developed states are catching up 
with developed ones on human develop-
ment. 

However, inequalities in per capita 
income were still there, he said. 
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(i feel rule-based wto is 
always better than 
protectionism. despite 
reduction in international 
trade, there are a lot of 
opportunities for india to 
increase its share in the 
merchandise trade) 
S Mahendra Dev 
Chairman, economic advisory council to the Prime Minister


