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Figure 20 Potential GDP Growth and Output Gap20 
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Source: Authors’ own calculation. 

Other areas for policy attention that will help in removing some of the remaining structural 
bottlenecks on raising the potential GDP growth rate are the removal of entry barriers for 
corporate investment in education and vocational training, improving the delivery of public 
goods and services, and expanding physical infrastructure capacities, including a major 
effort at improving connectivity in the rural regions. These measures will constitute the 
second generation of structural reforms and will enable the Indian economy to climb out of 
the downward phase of the growth cycle and then to extend the upward phase for a longer 
period than was achieved in the last cycle. The two other areas that require attention and 
have been often discussed are an urgent improvement in the physical infrastructure and the 
delivery of public services, specifically urban utilities and law and order. Attention on these 
reforms will be far more effective and have a more permanent positive impact on raising 
India’s potential rate of growth, which is essential if India is to achieve its goals of poverty 
reduction and rapid and sustainable growth to improve the overall welfare level of its people.  

 

                                                 
20 HP filter technique has been used to calculate the potential GDP growth and output gap. 
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