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Among several factors for India’s potential growth, savings rate is the most

effective one. Do you agree? What are the other factors available for growth

potential?
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Answer Hint

Domestic savings; capital formation; investment; human capital; productivity; infrastructure;

technological progress

Model Answer

Introduction

Savings provide resources for investment and capital formation, making them an important determinant of
economic growth. However, India's long-term growth depends on several complementary factors rather than the

savings rate alone.

Importance of Savings
e Capital formation: Domestic savings finance investment in infrastructure, machinery and productive
capacity.

¢ Reduced external dependence: Higher domestic savings can reduce reliance on volatile foreign capital.

e Financial deepening: Mobilised savings support banking, credit and investment markets.

Other Factors Supporting Growth

o Human capital: Quality education, healthcare and skill development raise labour productivity.

o Infrastructure: Reliable transport, electricity, logistics and digital connectivity reduce production costs.



Technology and innovation: Research, digitalisation and modern production methods improve

competitiveness.

Manufacturing and exports: Industrial diversification creates jobs and expands market access.

Institutional quality: Predictable regulations, efficient justice and lower corruption encourage investment.

Macroeconomic stability: Controlled inflation and sustainable public finances support investor confidence.

Conclusion

Savings are an important foundation for growth, but they must be channelled into productive investment. India's

growth potential depends on combining savings with skills, infrastructure, innovation and effective institutions.



