
Challenges ahead for new RBI Governor 

Mr. Raghu Ram Rajan is the current in news as he has taken the charge as 23
rd

 Governor of the Reserve 

bank of India succeeding Duwuri Subbaro. Before chairing the seat Rajan was chief economic advisor to 

India’s Ministry of finance and chief economist at international monetary fund from 2003 to 2007. 

      Mr. Rajan has entered at the time when our economy is being battered from all sides be it falling rupee, 

lower growth rate, inflation, huge government debt or economic instability. Role and policy framework of 

RBI is of paramount importance in these issues. The Reserve Bank of India has been the Centre of action.  

Just after taking the charge Mr.Rajan has taken some concrete steps in order to arrest the fall in rupee against 

US dollar. The future of the economy is closely linked to the movement of the rupee and so anything 

happening to the rupee is good news for India.  

Let us have a look on the various challenges the new Governor has to face. Firstly, domestic inflation is the 

cause of big concern for the economy.  Core CPI has inched upwards to 8.1% year to year in July, in line 

with expectation led by greater momentum in the price of services such as recreation and amusement, and 

transport and communication. Industrial production contracted by 2.2% year on year in June, led by declines 

in consumer durable, consumer non-durables and capital goods output growth.  

Secondly, India's government debt has reached about 66% of its GDP – a percentage so high that other 

countries in this economic class don't even come close. It seems that managing state government borrowings 

would be challenging this financial year, owing to the rise in market-based fund-raising, inflation risks and 

banks' excess investments in statutory liquidity ratio securities. An expected pick-up in demand from the 

private sector in 3
rd

 and 4
th

 quarter this year would also weigh on the task. It’s only going to get worse by 

India's lower house of parliament, Lok Sabha, passing the Food Security Bill.   

Next great concern for the economy is falling rupee. The rupee has fallen 17% in the past six months, raising 

fears about inflation. New Governor has to come out with new policies and guidelines to handle currency 

depreciation. Lastly, bringing stability back to the Indian economy is the prime challenge which the new 

Governor has to fight with. 

In my opinion, currently Indian economy is facing bad growth inflation mix. IMF in its latest world outlook 

report has sliced the growth rate in India for the year from expected 5% to 3.75%.  This situation is fuelled 

by domestic inflation and funds availability for capital investment. I believe new Governor has to shoulder 

his share of responsibility by policy framework compatible with the current economic scenario. 

 Ref: Business Standard                                                                       

 Prerna Shukla                                  

 PGDM (2012-14) 

 

� CPI- Consumer Price Index 

� IMF- International Monetary Fund 

� GDP- Gross Domestic Prouct 

 

 


