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ABSTRACT  

 The stability of Macroeconomic environment is very much essential to sustain the 

overall competitiveness of a country. During the session of  2011-13 Indian economy was 

highly affected by uncertainty and volatility in currency exchange fluctuations. The world 

economy also remain challenged due to slowdown in advanced and emerging economies. 

Gross Domestic product of India increased by 5% in 2012-13 as against of 6.2% in 2011-12. 

Slacking external demand, weak business sentiment, tight monetary policy with inflation etc. 

are some point of reasons of slowdown in industrial and service sector. A high trade deficit 

was visible during the FY 2012-13. Merchandise exports have decreased and imports have 

increased during the FY 2012-13. But government of India has taken some unique steps by 

outlining a fiscal consolidation road map in order to reduce the fiscal deficit and a slow 

recovery in economic activity is expected in 2013-14. 

 

KEY WORDS: Economy, Competitive, Inflation, Slowdown, Moderate, Fiscal, Recovery. 

 

INTRODUCTION 

 It is important for a business to the stability of macroeconomic environment and, 

therefore, is important for the overall competitiveness of a country. It is also recognized that 

macroeconomic instability harms the economy. The government cannot provide services 

efficiently if it has to make high interest payments on its past debts. In India, the economic 

climate was affected by higher uncertainty and volatility during 2011-13. Many of the 

macroeconomic policies have an indirect and a wide spread impact on the countries resources 

and the environment. Many companies and organizations in India remained affected by the 

high volatility in currency exchange fluctuations during the year. In India, on the other side 

strong domestic fundamentals helped to achieve growth rates of eight to nine percent for 

several years and drove the country’s quick recovery after the global financial crisis. But last 

two years a moderation in growth has been seen which have been driven by both domestic as 

well as global factors. 

 

 



JOURNAL OF INTERNATIONAL ACADEMIC RESEARCH FOR MULTIDISCIPLINARY 
Impact Factor 1.393, ISSN: 2320-5083, Volume 1, Issue 11, December 2013 

 

366 
www.jiarm.com 

GLOBAL OUTLOOK 

In 2012-13, the global economic environment continued to remain challenging due to 

slowdown in advanced and emerging economies. According to International Monetary Fund 

(IMF), the world economic growth moderated to3.2% in 2012 in comparison to 4.0% in 

2011. Economic activity remained weak due to subdued private demand and tighter lending 

conditions. However, the sovereign debt crisis in the euro zone subsided to a great extent 

leading to improved confidence and financial conditions in 2012. Several policy decisions 

have taken in Europe including recapitalization of Greece, agreement on the single 

supervisory mechanism and the completion of the European stability mechanism which 

contained the financial stress of the Euro zone after come into the force of debt crisis. 

Actually, the overall macro economic outlook of Europe remained weak with recessionary 

trend in some economies, which is likely to make over on 2013-14. All other major advanced 

economies except US and Japan witnessed a slowdown in 2012 compared to 2011. To some 

extent the growth prospects in the US economy improved in 2012 due to pick up in credit 

demand and moderate recovery of house prices. The overall growth prospect of US economy 

is expected to remain muted due to strong fiscal consolidation measures of the government 

and a weak external environment. In Japan, an adverse economic growth in 2011 showed 

some indications of recovery in 2012 due structural reforms and fiscal stimulus. Tightening 

of domestic policy and less demand from key advanced economies has forced to reduce the 

amount of exports. The economy of developing countries remained under pressure in 2012 

mainly due to increasing in oil prices and other high commodity prices which moderated 

towards the end of 2012. In 2013 the global commodity prices remain benign with further 

expected decline in oil prices and metal prices. 

 

INDIAN SCENARIO 

India’s Gross Domestic Product (GDP) in 2012-13, grew up by 5% as against 6.2% in 2011-

12. Practically, the slowdown was visible across all the sectors in 2012-13 and Indian 

economy becomes moderated. A growth of 6.6% in 2012-13 compared to 8.2% in 2011-12, 

has registered in the services sector where as growth of 3.1% in industrial sector and 1.8% in 

agricultural sector in 2012-13 as against to a growth of 3.5% and 3.6% in 2011-12 

respectively. The growth of agricultural sector specially the kharif corp, was highly affected 

by deficient rainfall and  the slowdown in industrial and services sector can be caused due to 

slacking external demand, weak business sentiment, tight monetary policy with inflation etc. 
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The central government expenditure and fiscal deficits in April-August have risen by 19.7% 

and 23.4% respectively, higher than the budget targets for the full year. The inflation of WPI 

remained comparatively high for most part of 2012-13 and moderated towards the end of the 

fiscal year. The average inflation rate during the FY 2012-13 was 7.4%. But the year-end 

inflation was marginally lower than 6.0%. In March 2013, the consumer price inflation was at 

10.4% and was substantially higher which highlights policy responses were geared towards 

taming domestic inflationary pressures. During 2012-13, the merchandise exports decreased 

by 1.8% from $ 306.0 billion in 2011-12 to $ 300.6 billion where the amount of imports 

increased and positioned at $491.5 billion in 2012-13 as against $ 489.3 billion in 2011-12. A 

high trade deficit of $ 190.9 billion was  visible during that financial year. The value of rupee 

remained volatile and depreciated against the US dollar. The current account deficit (CAD) to 

GDP ratio reached at 5.1%  in 2012-13. The CAD may be fall in 2013-14 due to high global 

commodity prices of oil, gold and other metals. Real Estate activity indicators picked up in 

the third quarter of 2012 and there was sequential improvement in the region’s export. 

Government spending accelerated to 32% year-on-year (yoy) in August even as gross tax 

revenue growth slipped to 7.9%. Retail inflation accelerated to 10.3% yoy in August from 

9.8% in July. During 2012-13, Indian Non-Banking Finance Companies (NBFCs) also have 

experienced a difficult economic environment because of slowdown in industrial growth and 

relatively high credit costs due to increased risk perception in the economy. Though RBI has 

undertaken various steps to inject liquidity into the system through reduction in CRR by 

cumulative 100 basis points during the year. It is mentionable in this point that the credit 

growth of scheduled commercial banks declined to 13.9% during 2012-13 compared to 

18.7% during 2011-12. 

ROLE OF GOVERNMENT 

To address the challenges, several positive steps have been taken recently by the government 

by outlining a fiscal consolidation road map, which targets a reduction in the fiscal deficit to 

three percent of the GDP by fiscal 2017. In the close term, the government has tightened 

control on expenses, undertaken price increases for petroleum products and taken forward 

disinvestment in PSUs. Several policy reforms have also been announced by the government 

for the external sector, including measures for increasing exports and opening up various 

sectors of the economy to foreign capital. The benefits of these measures on market sentiment 

are clearly visible with a sharp increase in FII inflows in recent months and a stabilization of 

the exchange rate. 
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CONCLUSION 

It was a challenging year of 2012-13 for the Indian economy. But a slow recovery in 

economic activity is expected in 2013-14. A probable mild improvement in external demand 

coupled with fall in global commodity prices is expected to provide impetus to economic 

activity. Domestic fiscal consolidation and moderation in headline inflation is expected to 

create policy space for the monetary policy to support growth. With inflation stabilizing, 

monetary policy being eased and stability in the global markets, emerging economies are also 

expected to see some recovery in the coming year. As per the report published by the prime 

minister’s economic advisory council, though there are weaknesses in the economy, the 

decline in growth appears to have bottomed out and the economy is likely to grow by 6.4% 

during 2013-14, which will make India a significant out-performer in the global context. 
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