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The Economic Survey is an annual document that reviews the developments in the economy 
over the previous 12 months. 

 

The Department of Economic Affairs, Finance Ministry of India presents the Economic Survey 

in Parliament every year, just before the Union Budget. 
 

It is prepared under the guidance of the Chief Economic Adviser, Finance Ministry.  

 
The Economic Survey serves as a useful policy document since it contains policy ideas, key 

statistics on economic parameters and in-depth research on macro and sectoral trends.  

 
Often, the survey serves as a policy guideline for the Union Budget. However, its 

recommendations are not binding on the government.  

  

Highlights of Previous Economic Surveys 
 

• The 2015 survey was reportedly inspired by the International Monetary Fund's (IMF) World 

Economic Outlook. The survey basically focused on JAM – Jan Dhan, Aadhaar and 

Mobile. 

• The next Economic Survey (2016) focused on creating a more competitive environment 

and highlighted the “Chakravyuha challenge”, a Mahabharata-inspired term to denote the 

lack of exit policy for companies running in losses.  

✓ The survey noted that the lack of exit policy has been an impediment to investment, 

efficiency, job creation, and growth.  

✓ The survey also talked about major investments in human resources to reap the 

demographic dividend. 

• The 2017 Economic Survey deliberated on the demonetisation policy.  

✓ While claiming that demonetisation was a complex idea, the document noted that 

the policy had short-term costs but potentially long-term benefits.  

✓ The survey also introduced the idea of ensuring Universal Basic Income (UBI) for 

every citizen.  

• The Economic Survey 2018 had a bright pink cover in order to send the message of 

empowerment of women and gender equality.  

✓ The survey also touched upon the cultural obsession with having a male child and 

focused on parameters determining women empowerment in India. 

• The Economic Survey 2019 - Theme that underlined this survey was, the sky blue colour, 

capturing unfettered blue sky thinking. It touched upon the following; 

✓ Survey states that pathways for trickle-down opened up during the last five years; 

and benefits of growth and macroeconomic stability reached the bottom of the 

pyramid. 

✓ As data of societal interest is generated by the people, data can be created as a public 

good within the legal framework of data privacy. 

✓ Delays in contract enforcement and disposal resolution are arguably now the single 

biggest hurdle to the ease of doing business and higher GDP growth in India. 
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‘Only when wealth is created will wealth be distributed’. This statement from the PM's Independence 

Day speech sums up the centrality of wealth in economic progression of India.  
 

The importance accorded to wealth can be traced in Ancient Indian thoughts found in Arthashastra and 

Thirukural. For much of recorded history, India’s dominance in the global economy can be attributed to 

the importance given to wealth creation and its twin pillars, the invisible hand of the market and the 

hand of trust. 

 

Wealth creation leads to rise in investments, capital expenditure and forex revenues, better salaries to 

the employees, benefits to suppliers, and a spurt in direct tax collections.  

 

The invisible hand  

• The Survey illustrates enormous benefits accruing from enabling the invisible hand of the market as 

evident from Fig.1.1 and Fig.1.2 and Fig.1.3.   

• It has highlighted that the emphasis on wealth creation. Post-Liberalization has been key to India’s 

rapid economic strides. Fig.1.1 illustrates India’s GDP growth from 1960 to 2018.   
 

 

Fig.1.1 India’s GDP (Current price, $ trillion) and GNI per capita (Current, $) during 1960-2018 

 

• For example, entry of private sector banks from 1994 onwards brought in an unprecedented growth in 

domestic credit supply as shown in Fig.1.2.  

Wealth Creation: The invisible hand 
supported by the hand of trust Chapter 1 
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                  Fig.1.2 Increase in domestic credit to GDP after the entry of private sector banks  

 

• Liberalised sectors have grown significantly faster than the ones where State’s hand is dominant. 

 

The hand of trust 

• Trust appeals to ethical and philosophical dimensions. It refers to the faith reposed by the Governments 

and the people in the market and market players like the Corporates based on mutual support and 

cooperation.  

✓ Corruption, crony capitalism, plutocracy and poor governance are antithetical to the hand 

of trust.  

• The Economic Survey has said "a feeling of suspicion and disrespect towards wealth creators is ill-

advised," batting strongly for India Inc. and calling for more pro-business measures to encourage 

wealth creation. 

• The importance of the hand of trust to complement the invisible hand can be gauged from poor 

financial sector’s performance during 2011-13, when corruption perception and cronyism was at 

its peak. 

 

Towards the $5 trillion goal 

To achieve the target of a $5 trillion economy, the invisible hand must be strengthened by adopting pro-

business policies to: 

• Provide equal opportunities for new entrants. 

• Enable fair competition and ease doing business. 

• Eliminate unnecessarily policies that undermine markets through government intervention. 

• Facilitate trade for job creation. 

• Efficiently scale up the banking sector 

• Introducing the idea of trust as a public good, which gets enhanced with greater use. 

Survey suggests that policies must empower transparency and effective enforcement using data and 

technology. These efforts shall be complemented by the hand of trust as well.  

https://www.jatinverma.org/
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Entrepreneurs are seen as agents of change that accelerate innovation in the economy and hence creates 

wealth.  India, while having the third largest entrepreneurship ecosystem in the world after the US and 

China, have lower rates of formal entrepreneurship on a per-capita basis when compared to other 

countries.  

  

There are several factors causing this anomaly which the survey has sought to analyse. The survey has 

analysed entrepreneurial activities at the bottom of the administrative pyramid i.e. in over 500 districts in 

India and their correlation with wealth creation.  

  

Present state of Entrepreneurship 

• New firms’ creation has gone up from about 70,000 in 2014, to about 1,24,000 new firms (by about 

80 percent) in 2018. 

• Creation of new firms in the service sector is significantly higher than those in manufacturing and 

agriculture. 

• Grassroots entrepreneurship is not just driven by necessity as a 10 percent increase in registration of 

new firms in a district yields a 1.8 percent increase in GDDP (Gross District Domestic Product).  

• Distribution of new firms is heterogeneous across regions and sectors and is not just spread around 

few cities.                                        

• Literacy and physical infrastructure in the district propel local entrepreneurship significantly. 

Thus, new firms’ creation is lower across districts in Eastern and Northern India where literacy rate 

is lower and conversely, higher in Southern and Western Indian districts.  

• States with flexible labour regulations have higher number of new firms (which in turn can create 

new jobs).  Rajasthan, for example, has introduced several reforms that are viewed as pro-employer 

and thus has witnessed a kink in business activities.  

  

The determinants of entrepreneurial activity 

On the basis of its findings, the survey has deduced the following as key determinants in entrepreneurial 

activity.  

• Higher education levels in a district enable the development of better human capital that relates to 

increased supply of ideas and entrepreneurs. 

• The number of colleges in the district and the proportion of the population that is literate is also a 

significant factor in inducing entrepreneurship.  

✓ For example, the successful contribution of privatization of engineering colleges to India’s 

software exports can not be understated.  

• The access to physical infrastructure in a district is measured using the proportion of villages in a 

district that is connected by tar roads. This measure is expected to correlate with access to other public 

goods like electricity, water/ sanitation facilities, and telecom services that are fundamental to all 

businesses.  

Entrepreneurship and wealth 
creation at the grassrootsChapter 2 
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• Proximity to large population centers likely allows the startup to gain market access and scale up 

operations. It also implies better access to inputs and talented workforce.  

• Demography: Inverted-U relationship between regional age structure and entrepreneurship rates that 

underlies India’s “demographic dividend”, establishing this variable as an important driver of 

entrepreneurship.  

Policy suggestions 

• Measures to increase the literacy levels rapidly through the institution of more schools and colleges 

shall be taken to spur entrepreneurship and consequently local wealth creation. 

• Better connectivity of villages through tar roads will likely improve access to local markets and 

improve entrepreneurial activity.  

• As the manufacturing sector has the potential to create the maximum jobs, states must focus on enabling 

ease of doing business and flexible labour regulation to foster job creation. 
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The aspiration of Indian economy to reach the milestone of  $5 trillion, depends critically on Promoting 

Pro-business policies that wean away from Pro-crony policies. 
 

$5 trillion Economy 

Parameters for 

Analysis 

Case for Pro-Business Policies Case against Pro Crony Policies 

Characteristics • Firms Compete on a level playing Field. 

• Resource allocation in the economy is 

efficient. 

• Citizen welfare is maximized. 

• Some incumbent Firms receive 

preferential treatment. 

• Resource allocation in the 

economy may not be efficient. 

• Citizens welfare may not be 

maximized. 

Impact  On Businesses 

• Market undergoes creative destruction 

and brings in diversity.  

✓ Creative Destruction: A 

process of industrial 

mutation that continuously 

revolutionizes the economic 

structure from within. It 

keeps on destroying the old 

one, at the same time 

creating a new one. 

• Free flow of new ideas, technologies 

and processes like Financial and 

Information technology. 

• It brings dynamism to the marketplace 

that keeps firms on their toes. 

• Builds confidence of Policy Makers. 

• Example: The economic events since 

1991 provide powerful evidence. The 

creative destruction has increased in a 

significant manner after reform. 

• The liberalization of the Indian 

economy in 1991 unleashed 

competitive markets and enabled the 

On Businesses 

•  It may favour specific private 

interests, especially powerful 

incumbents. 

• It does not necessarily foster 

competitive markets. 

• There exists the danger of 

regulatory capture by private 

interests. 

• The crony firms become 

uncompetitive, non performing 

in the long run. 

• They are at the risk of 

becoming wilful defaulters and 

in turn increase the cost of 

borrowing. 

• For example, an equity index of 

connected firms significantly 

outperformed the market by 7 per 

cent a year from 2007 to 2010, 

that reflects abnormal profits 

extracted at the expense of 

common citizens.  

Pro-Business versus Pro CronyChapter 3 
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forces of creative destruction, 

generating benefits that we still witness 

today.  

• Pro-crony policies such as discretionary 

allocation of natural resources till 2011 

led to rent-seeking by beneficiaries while 

competitive allocation of the same post 

2014 ended such rent extraction. 

On Society 

• Unleash the power of competitive 

markets to generate wealth. 

• Competitive prices for consumers.  

• In contrast, the index under-

performed the market by 7.5 

per cent from 2011, reflecting 

the inefficiency and value 

destruction inherent in such 

firms. 

• Crony lending that led to wilful 

default, wherein promoters 

collectively siphoned off wealth 

from banks, led to losses that 

dwarf subsidies for rural 

development. 

 

On Society 

• Business-Politics nexus that may 

hamper policy making. 

• Rent seeking by inefficient firms 

at the expense of genuine 

businesses and citizens who are 

not receiving any preferential 

treatment. 

• Transfer of wealth from 

competitive to non-competitive 

firms exacerbates income 

inequality in the economy. 

 

Global Studies related to impact of Pro-Crony Policies 

Several global studies reinforce the relationship between such connections and rent-seeking activities 

when institutional checks and balances are weak. 

 

A recent World Bank study of cronyism in Ukraine finds  

• That the country would grow 1 to 2 per cent faster if all political connections were eliminated. 

• Politically connected firms in Ukraine account for over 20 per cent of the total turnover of all 

Ukrainian companies. 

 The study finds some of the traits of these politically connected firms  

• These are larger than non-connected peers 

• Pay lower effective tax rates 

• These are less productive in terms of total factor productivity (TFP) 

• These are less profitable and also grow slower  
 

The same findings are reinforced in Asian Economies too such as China ,Thailand, Vietnam, 

Malaysia. 
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Conclusion 

•  Reforms aimed in the direction of Pro-business policies which furthers the eventual goal of 

maximizing social welfare are welcome. 

✓ For example, those that make it easy to start a business, register property, enforce contracts, obtain 

credit, bid for natural resources, get permits, and resolve insolvency help firms to function 

effectively and thereby enable competitive markets.  

•  However, catering to the needs of crony businesses alone without regard for other businesses and the 

remaining stakeholders in the economy may end up benefiting the preferentially treated firms at 

the expense of other firms, market efficiency and social welfare. 
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Government intervention, sometimes though well intended, often ends up undermining the ability of the 

markets to support wealth creation and leads to outcomes opposite to those intended. This chapter analyses 

four examples of anachronistic government interventions, though many more abound. 
 

Post a careful analysis, it calls for rooting out such interventions which outweigh the benefits that would 

have been occurred in paucity of such interventions. 

 

Study of Four Sectors and the Acts concerned therewith 

 

Acts/Sectors Provisions and 

Objective 

Adverse Impact 

Essential Commodities 

Act, 1955 (ECA) 

Provisions 

• Categorised essential 

commodities such as 

Vegetables, Pulses, Edible 

Oils, Sugar, etc.  

• States are empowered to 

control the production, 

supply and distribution 

of such goods and also 

trade and commerce. 

 

Objective  

• Restricting hoarding to 

ensure affordability of 

essential commodities for 

the poor. 

Market Distortion 

• Reduces free trade and flow of 

commodities from surplus to deficit 

markets. 

• Commodity derivative markets also 

suffers due to non-delivery of such 

commodities owing to stock ceiling. 

• Harassment of traders due to raids in 

turn disincentive the entry of Private 

Sector. 

 

Weakened Agri Value Chain 

• Blurs the distinction between genuine 

Inventory requirements versus Illegal 

hoarding. 

 

Price Volatility 

• The Act disincentives development of 

storage infrastructure that 

conclusively, aggravate the price 

volatility. E.g. Onion prices which 

shot up recently. 

Undermining Markets: When 
Government Intervention Hurts 

More Than It Helps
Chapter 4 
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Administrative Burden 

• A large number of personnel are 

involved in enforcement of the act. 

Drug Price Control 

Order (DPCO) under 

ECA 

Provisions 

• NPPA (National 

Pharmaceutical Pricing 

Authority) and DPCO are 

the mechanisms available 

to regulate the prices of 

pharmaceutical drugs. 

• DPCOs are issued under 

section 3 of the ECA to 

ensure the availability 

and affordability of 

medicines listed under 

NLEM (National List of 

Essential Medicines 

prepared by Health 

Ministry). 

 

Objective 

• Seeks to regulate the 

prices of pharmaceutical 

drugs. 

Price Volatility 

• Outcome is opposite to what DPCO 

aims to do - making drugs affordable 

✓ The increase in prices is greater for 

more expensive formulations than 

for cheaper ones and for those sold 

in hospitals rather than retail shops. 

• Study of two drugs related to Blood 

sugar 

✓  Glycomet (Metformin) which 

came under DPCO while 

Glimiprex-MF 

(Glimepiride+Metformin) didn’t. 

✓ Study shows that price of 

Glycomet actually increased 

more than that for Glimiprex-MF 

after DPCO, 2013, keeping the 

quantity constant (In line with the 

inelasticity of Pharma Drugs) 

 

Disincentivizing for Markets 

• New developments in medicine sector 

will be affected and compromise 

Social welfare. 

• It is detrimental to wealth creation 

and impact economic development.  

The 

Food Corporation of 

India (FCI) under 

Food Corporations 

Act, 1964 

 

Government 

Intervention in Grain 

Markets  

Provisions 

• State controls backward 

linkages such as input 

prices such as those of 

fertilizer, water, and 

electricity, and also, 

forward linkages by 

setting output prices. 

• Undertakes storage and 

procurement through an 

administrative machinery. 

Crowding out of Private Sector 

• Due to Government acting as a 

monopsonist (Single Buyer) 

• Most of the grains are hoarded by the 

government, little left for the market. 

 

Price Distortion 

• MSP has become the Maximum price, 

contrary to the objective of a minimum 

floor price. 

 

 

Sustainability 
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• Last stage is distribution 

of cereals across the 

country through the PDS. 

 

Objective 

• To achieve food security. 

• Ensure remunerative 

prices to producers.  

• Safeguarding affordability 

to the consumers. 

• Skewed nature of cropping due to 

higher MSP on cereals, No 

diversification 

• Production has been driven by MSP 

• Affects environment sustainability 

due to faulty cropping pattern. 

• It also restricts investment in 

agricultural sector impacts overall 

inclusive growth. 

 

Fiscal Burden 

• Elevated cost of Foodgrain Economy 

• Due to obligation under NFSA and 

PDS, cost of food subsidy has become 

more. 

Debt Waivers 

 

 

 

Government 

intervention in Credit 

Markets 

Objective 

To let borrowers, get rid from 

debt overhang. 

 

Debt Overhang:  (Refers to a 

situation where all current 

income gets used up in 

repaying the accumulated 

debt, invest either in physical 

or human capital.  

No relevant Gains 

• Neither agricultural investment nor 

productivity increased 

 

Fiscal Cost  

• A stimulus worth close to 2 percent of 

the GDP. 

• Also, it has a contagious impact on 

other segments of credit markets such 

as bank loans. 

 

Bad precedence 

• It may lead to moral hazard and 

destroy the credit culture 

 

Inequality 

• It treats two comparable defaulters in 

an unequal manner based on cut-off 

date. 

• A waiver helps only when the 

beneficiaries are genuinely distressed 

or a conditionality is effectuated. 
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What are the proposed solutions? 
 

• Essential Commodity Act  

✓ It needs to be repealed and replaced by market friendly interventions like Price stabilization 

funds. 

✓ Direct Benefit Transfers (DBT) support 

✓ Incentives to innovations 

✓ Increasing market integration  

✓ Smooth flow of goods and services. 

 

• Food Grain Policy 

✓ Procurement operations of wheat, paddy and rice need to be given to states.  

✓ FCI should primarily focus on creating competition in every segment of foodgrain supply chain, 

from procurement to stocking to movement and finally distribution in TPDS.  

✓ Cash transfers/food coupons/ smart cards can be introduced like that of 

 Philippines: Pantawid Pamilyang Pilipino Program 

 Brazil: Bolsa Familia 

 Mexico: Oportunidades 

✓ At the macro level, the agricultural marketing, trade (both domestic and foreign) and distribution 

policies need to be aligned with that of farmer’s interest. 

 

• Drug Pricing 

https://www.jatinverma.org/
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• As the Government is a huge buyer of drugs it can intervene more effectively to provide affordable 

drugs by combining all its purchases and thereby exercise its bargaining power. 

• The Ministry of Health and Family Welfare must evolve non-distortionary mechanisms that utilise 

Government’s bargaining power in a transparent manner. 

 

Debt waiver 

• There is a case for a limited relief only when distress can be identified credibly.  

• It is like an emergency medicine to be given in rare cases after a thorough diagnosis and identification 

of illness and not a staple diet.  

 

Legislative Action to repeal interventions like 

• Sick Textile Undertakings (Nationalisation) Act, 1974 

• Factories Act, 1948 

• Recovery of Debts due to Banks and Financial Institutions Act, 1993 

• Food Corporation of India (FCI), 1965 

• Essential Commodities Act (ECA), 1955 andPrevention of Black Marketing and Maintenance of 

Supplies of Essential Commodities Act, 1980 

 

Conclusion 

• All in all, there is a case for Indirect Government intervention(In the role of a regulator) if there are 

serious cases of market failures in the following terms. 

✓ Providing public goods  

✓ Preventing abuse of monopoly power 

✓ Distributing wealth equitably 

✓ Ensuring ethical practices 

• But it is to be made sure that any intervention doesn’t undermine the ability of markets to support 

wealth creation, shackles economic freedom. 

• However, in paucity of such failures, eliminating such instances of needless Government intervention 

will enable competitive markets and thereby spur investments and economic growth. 
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The current environment for international trade presents India an unprecedented opportunity to chart a 
China-like, labor-intensive, export trajectory and thereby create unparalleled job opportunities for our 

burgeoning youth.  

Targets:  

• By integrating “Assemble in India for the world” into Make in India, India can create 4 crore well-

paid jobs by 2025 and 8 crore by 2030. 

• Exports of network products, which is expected to equal $7 trillion worldwide in 2025, can contribute 

a quarter of the increase in value-added for the $5 trillion economy by 2025.  

 

Network products (NP): Are those where production processes are globally fragmented and controlled 

by leading Multinational Enterprises (MNE) within their ‘producer driven’ ( where large, usually 

transnational manufacturers play the central roles in coordinating production networks ) global 

production networks. Examples are computers, electronic and electrical equipment, and 

telecommunication equipment, among others. 
 

Potential of export sector 

Growth in exports provides a much- needed pathway for job creation in India.  

• For instance, in just the five year period 2001-2006, labor-intensive exports enabled China to create 
70 million jobs for workers with primary education. 

• In India, increased exports explain the conversion of about 800,000 jobs from informal to formal 

between 1999 and 2011, representing 0.8 per cent of the labour force. 
 

Opportunity for India 

• The US–China trade war is causing major adjustments in Global Value Chains (GVCs) and firms 

are now looking for alternative locations for their operations. 

• As no other country can match China in the abundance of its labour, India must grab the space getting 

vacated in labour-intensive sectors.  

 

Present scenario in India 

1. Merchandise exports remained consistently lower: Post the 1991 reforms, India’s share in 

merchandise (goods) exports has grown at 13.2 per cent per annum and our share in world exports has 

increased from 0.6 per cent in 1991 to 1.7 per cent in 2018 (China -12.8 per cent) . Further, merchandise 

exports as a percentage of GDP remained consistently lower for India. 

Creating Jobs and Growth by 
Specializing to Exports in Network 

Products
Chapter 5 
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2. Merchandise imports have grown faster: Imports of merchandise have grown faster (at the rate of 

14.9 percent per annum during 1993-2018) than exports, resulting in increasing trade deficits. 

3. Services: On the other hand, exports of services generally grew faster than imports, providing some 

cushion to current account deficit. 

 

In this situation the key questions that needs to be addressed 

1. What type of policy interventions would help achieve faster export growth? 

2. Should policies target export growth through specialization or diversification? 

3. Is it in India’s interest to promote strong local linkages for domestic industries or to participate in 

GVCs wherein linkages are globally dispersed?  

4. Which are the industries that hold the greatest potential for export growth and employment 

generation?  

5. Are free trade agreements beneficial to India? 

 

Reasons for India’s under-performance in exports vis-à-vis China 

• Specialization versus Diversification: Overall, high diversification combined with low specialization 

implies that India is spreading its exports thinly over many products and partners, leading to its 

lackluster performance compared to China. 

• Low Level of Participation in Global Value Chains: India’s participation in GVCs has been low 

compared to the major exporting nations in East and Southeast Asia. This is because India has failed 

to increase its export basket related to products concerned with unskilled labour (which is in contrast 

with China – from unskilled labor-intensive to skilled capital intensive). 

 

 

Fig: Gains from participation in GVC 

• Low Market Penetration in High Income Countries: The dominance of capital-intensive products 

in the export basket along with a low level of participation in GVCs have resulted in a 

disproportionate shift in India’s geographical direction of exports from traditional rich country 

markets to other destinations. 
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Reaping gains from participation in global value chains 

• A higher level of participation in GVCs implies that, for any given country, the share of foreign 

value added in gross exports is higher than when most inputs are sourced locally.  

• However, owing to scale and productivity effects of selling in the world markets, participation 

in GVCs can lead to higher absolute levels of domestic value added and domestic job creation.  

✓ For instance, Chinese dominance of assembly in iPod and iPhone illustrates this 

phenomenon. The scale effect creates millions of jobs and is therefore particularly suited 

for implementation in a labor-intensive economy such as India.  

• The bottom line is that India can reap rich dividends by adopting policies aimed at strengthening its 

participation in GVCs. 

Which Industries should India specialize in for job creation? 

Given our comparative advantage in labor-intensive activities and the imperative of creating employment 

for a growing labour force, there are two groups of industries that hold the greatest potential for export 

growth and job creation. 

• Textiles, clothing, footwear and toys:  

✓ There exists a significant unexploited export potential in India’s traditional unskilled labor-

intensive industries.  

✓ The GVCs in these industries are controlled by “buyer driven” networks wherein the lead 

firms that are based in developed countries concentrate on higher value added activities such 

as design, branding and marketing. 

• Network products:  

✓ India has huge potential to emerge as a major hub for final assembly in a range of products, 

referred to as “network products” (NP).  

✓ The GVCs in these industries are controlled by leading MNEs such as Apple, Samsung, and 

Sony etc. within “producer driven” networks.  

✓ Within the production network, each country specializes in a particular fragment of the 

production process; this specialization is based on the country’s comparative advantage. 

 

Case study  

• Learnings from Integration into GVCs by Indian Automobile Industry.  

✓ Following the entry of Suzuki, other major Japanese automobile manufacturers (Toyota, 

Mitsubishi, Nissan, and Mazda) arrived.  

✓ Several Tier 1 automobile parts suppliers (such as Denso, Aisin Seiki, and Toyota Boshoku) 

and global automobile parts producers arrived (such as Robert Bosch, Delphi, Magna, Eaton, 

Visteon, and Hyundai Mobil). 

• Assembly of mobile phones in India: India toppled Vietnam to become the second largest 

manufacturer of mobile phones globally following China in 2018 with a world share of 11 per cent. 

The key learning from the successful case study of the Indian Automobiles sector is that domestic firms 

graduate up the production value chain by first starting with low-technology operations such as assembly 
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and then moving to manufacturing of components. In the process, imports of components increase in the 

short run. Following a policy of import substitution right from the outset does not enable the process of 

graduation up the production value chain. 

 

Way forward 

• Strengthening exports in NP: India can reap rich dividends by adopting policies aimed at 

strengthening its involvement in the export market for network products (NP). Given India’s vast 

manpower with relatively low skill, India’s current strength lies primarily in assembly of NP.  

• Large scale expansion of assembly activities: By making use of imported parts & components. 

Assembly is highly labour intensive, which can provide jobs for the masses, while domestic production 

of parts & components can create high skill jobs. 

• Boost to domestic production: Giving a boost to domestic production of parts & components 

(upgrading within GVCs) should be the long term objective.  

• Raising India’s export market share: A highly feasible target of raising India’s export market share 

to about 3.5 per cent by 2025 and 6 percent by 2030 would create about 38.5 million additional jobs in 

the country by 2025 and about 82 million additional jobs by 2030.   

• Reduction in import tariff rates: For a country to become an attractive location for assembly 

activities, it is imperative that import tariff rates for intermediate inputs are zero or negligible.  

• Creating ecosystem for specialization: Realignment of India’s specialization patterns towards labor-

intensive processes and product lines. The ongoing reform measures to provide greater flexibility in 

the labour market should continue.  

• A pro-active FDI policy is also critical as MNEs are the leading vehicles for the country’s entry into 

global production networks while local firms play a role as subcontractors and suppliers of intermediate 

inputs to MNEs.  

• A low level of service link costs: That is costs related to transportation, communication, and other 

tasks involved in coordinating the activity in a given country with what is done in other countries, is a 

prerequisite for countries to strengthen their participation in GVCs.  

 

Are free trade agreements beneficial? 

Given the recent debate about India joining the Regional Comprehensive Economic Partnership (RCEP) 

agreement, questions have been asked about the general efficacy of free trade agreements (FTAs).  

• Worked in favour: An apprehension is that most of the FTAs that India had signed in the past had 

not worked in “India’s favour.”  

• Worsened trade deficit: The argument that is put forward is that the agreements led to worsening 

of India’s trade deficit with the partner countries with which the agreements have been signed.  
 

This is the mercantilist way of evaluating the gains from trade. Basic trade theory teaches us that a 

country’s gains from free trade arise from the fact that it leads to a more efficient allocation of a 

country’s resources. 
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When the impact of India’s trade agreements on overall trade balance is made by accounting for all 

confounding factors;  

• India’s exports have increased by 13.4 per cent for manufactured products and 10.9 percent for 

total merchandise  

• While imports increased by 12.7 per cent for manufactured products and 8.6 per cent for total 

merchandise.  

Thus, India has clearly gained 0.7 per cent increase in trade surplus per year for manufactured products 

and 2.3 percent per year for total merchandise. 
 

Policy measures should focus on reducing input tariffs, implementation of key factor market reforms, 

providing an enabling environment for the entry of lead firms into the country and reducing the service 
link costs. 
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Ease of doing business is key to entrepreneurship, innovation and wealth creation. India has risen 

significantly in the World Bank’s Doing Business rankings in recent years, but there are categories where 

it lags behind – Starting a Business, Registering Property, Paying Taxes and Enforcing Contracts.  

 

This chapter focuses on these parameters and compares India’s performance with both its peers and with 

the best-in-class. It also explores the density of laws, rules and other statutory compliance requirements 

faced by a manufacturing or services business. 
 

 

Current scenario  
 

India needs to improve on Starting a Business, Registering Property, Paying Taxes, and Enforcing Contracts 

to achieve the best international standards. 

• Starting a business: It takes an average of 18 days to set up a business in India, down from 30 days in 

2009. On the other hand, It just takes half-a-day with a single form and minimal cost to set up a business 

in New Zealand.  

• Property registration: The number of procedures have increased over the years. It takes nine 

procedures, at least 49 days, and 7.4-8.1 per cent of the property value to register one’s property in 

India. New Zealand has only two procedures and a minimal cost of 0.1 per cent of the property value. 

• Paying taxes: India takes 250-254 hours per year to pay taxes, New Zealand spends just 140 hours a 

year. 

• Enforcing contracts: India takes 1,445 days to resolve an average dispute, New Zealand takes 

approximately one-seventh of it, i.e., 216 days. This is one of the biggest constraints to ease of doing 

business in India.  

 Targeting Ease of Doing Business 
in India

Chapter 6 
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• Density of legislation in manufacturing sector: Manufacturing units in India have to conform with 

6,796 compliance items, which is a tedious and time-consuming task. 

• Regulatory hurdles in the service sector:  According to the National Restaurants Association of India 

(NRAI), a total of 36 approvals are required to open a restaurant in Bengaluru, Delhi requires 26, and 

Mumbai 22.  

• Inefficient logistics pathways: Compared to Bangladesh, China, and Vietnam, which have more than 

80 per cent of market value of exports by large enterprises, India has 80 per cent by small enterprises. 

The Indian supply chain ends up with a large number of small consignments clogging already 

inefficient logistics pathways. 

• Trading Across Borders: India takes 60-68 and 88-82 hours in border and documentary compliance 

for exports and imports respectively, Italy takes only one hour for each. Moreover, the cost of 

compliance is zero in Italy. In India, it costs US$ 260-281 and US$ 360-373 for exports and imports 

respectively. 

✓ Inordinate delays in loading and customs processes in Indian sea-ports. 

 

Case Study of Electronics: 
 

• The time taken for exporting electronics from Bangalore to Hong Kong, with and without AEO 

registration. Once the shipment is ready at the factory in Bangalore, it takes three hours to transport it 

to Kempegowda Airport. At the airport, it takes one hour to enter exports terminal. So far, there is no 

difference between AEO and non-AEO. 

• However, the total time spent at the airport for Customs and examination process is just two hours for 

AEO-T2 operators. The Non-AEO operators take 6 hours. 

 

After AEO implementation, the total time spent in India (six hours) is less than that spent in Hong Kong 

(seven hours). This shows, with the help of right policies, India can achieve international standards. 

 

Authorised Economic Operator (AEO) is a programme under the aegis of the World Customs 

Organization (WCO) SAFE Framework of Standards to secure and facilitate Global Trade. The 

programme aims to enhance international supply chain security and facilitate movement of goods. AEO 

is a voluntary programme. 

AEO status: An entity with an AEO status is considered a ‘secure’ trader and a reliable trading 

partner. It enables Indian Customs to enhance and streamline cargo security through close cooperation 

with the principal stakeholders of the international supply chain. 

Who is entitled for AEO Certification? 

• Anyone involved in the international supply chain. 

• Include exporters, importers, logistic providers (e.g. carriers, airlines, freight forwarders, etc.), 

custodians or terminal operators, customs house agents and warehouse owners. 

 

Way-Forward 

• Close coordination between the Logistics division of the Ministry of Commerce and Industry, the 

Central Board of Indirect Taxes and Customs, Ministry of Shipping and the different port authorities. 

• Individual sectors such as tourism or manufacturing require a more targeted approach that maps out 

the regulatory and process bottlenecks for each segment. 
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Ease of doing business requires a more targeted approach that maps out the regulatory and process 

bottlenecks for each segment. Once the process map has been done, the correction can be done at the 

appropriate level of government - central, state or municipal. 
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In 2019, India completed the 50th anniversary of bank nationalization. This chapter objectively assesses 

the PSBs. The survey suggests solutions that can make PSBs more efficient so that they are able to adeptly 

support the nation in its march towards being a $5 trillion economy. 

 

How bank nationalisation was carried out? 

• India's largest PSB which is currently the 55th largest bank globally, State Bank of India (SBI), was 

founded as Bank of Calcutta in 1806, took the name Imperial Bank of India in 1921 and became state-

owned in 1955.  

• The remaining PSBs in India were formed through two waves of nationalizations, one in 1969 and 

the other in 1980.  

• After the 1980 nationalization, PSBs had a 91 per cent share in the national banking market with the 

remaining 9 per cent held by “old private banks” (OPBs) that were not nationalized. 

 

Benefits of Nationalization 

• The number of rural bank branches increased ten-fold  

• Credit to rural areas increased  

• A twenty-fold increase and deposits in rural areas increased  

• Between 1969 and 1980, credit to agriculture expanded forty-fold  

• Both rural bank deposit mobilization and rural credit increased  

 

Significance of PSBs  

• PSBs account for 70 per cent of the market share in Indian banking. These investments set the stage 

for a modern economy in which tens of crores of individuals and businesses are entering the formal 

financial system. 

• A vibrant banking system can support and unleash a multiplier effect. 

 

Current status of PSBs 

• PSBs continue to have a significant footprint today albeit with a market share that is less than the 91 

per cent share after the 1980 nationalization.  

• The decline in PSB market share has been largely absorbed by “new private banks” (NPBs), 

which were licensed in the early 1990s after liberalization of licensing rules that earlier regulated bank 

entry. 

• The primary difference between PSBs and NPBs stems from the difference in efficiencies and all the 

consequent differences that result from the same.  

 

Poor performance of PSBs 

• Our highest-ranked bank—State Bank of India— is ranked a lowly 55th in the world and is the only 

bank to be ranked in the Global Top 100.  

 Golden Jubilee of Bank 
Nationalisation: Taking Stock
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✓ Countries like Sweden and Singapore, which are respectively about 1/6th and 1/8th the 

economic size of India, have thrice the number of global banks as India does. 

• PSBs are inefficient compared to their peer groups - In 2019, every rupee of taxpayer money 

invested in PSBs, on average, lost 23 paise. In contrast, every rupee of investor money invested NPBs 

on average gained 9.6 paise.  

• Credit growth among PSBs has declined significantly since 2013 and has also been anaemic since 

2016 which has impacted economic growth. 

• In 2019, PSBs’ collective loss— largely due to bad loans—amounted to over ` 66,000 crores, an 

amount that could nearly double the nation’s budgetary allocation for education.  

• PSBs account for 85 per cent of reported bank frauds while their gross non performing assets 

(NPAs) equal ` 7.4 lakh crores which is more than 150 per cent of the total infrastructure spend in 

2019.  

• The market-to-book ratio, which indicates the quality of a bank’s governance, is 0.8 as on 20th 

January, 2020 for PSBs while that of the average NPB is close to 4.  

 

Concerns 

PSBs face many challenges such as high operating costs, disjointed process flows from manual operations 

and subjective decision making.  

• PSBs enjoy less strategic and operating freedom because of majority government ownership.  

• There is an implicit promise of the bailout of bank liabilities which is an implicit cost to the taxpayer.  

• The majority ownership by the government also subjects PSB officers to scrutiny of their decisions 

by the central vigilance commission and the comptroller auditor general. 

• Over 90 per cent of the cases of bank frauds based on the amount involved occurred in PSBs with 

private sector banks accounting for less than 8 per cent.  

• PSB’s poor ability to rigorously screen corporate borrowers ex-ante by evaluating the prospects of 

the potential borrowers and the value of the collateral. 

• Private information held by their corporate borrowers leads to contracting problems, because it 

is costly to assess the solvency of a borrower or to monitor her actions after lending has taken place. 

• The current flat compensation contracts of employees and the pressures from ex-post monitoring by 

the vigilance agencies, the bank employees of state-owned banks prefer safety and conservatism over 

risk-taking and innovation.  

✓ PSBs cannot, for instance, recruit professional MBAs directly from the campuses.  

 

Way forward  
 

The Survey focuses on two new ideas for enhancing the efficiency of PSBs that have hitherto not been 

explored. 

• To incentivize employees and align their interests with that of all shareholders of banks, bank 

employees should be given stakes through an employee stock ownership plan (ESOP) together with 

proportionate representation on boards proportionate to the blocks held by employees.   

• Creation of a FinTech Hub for PSBs- The Public Sector Banking Network (PSBN): Using FinTech 

allows banks to better screen borrowers and set interest rates that better predict ex-post loan 

performances (Rajan, 2015). 

✓ A GSTN type of entity should be setup to enable the use of big data, artificial intelligence 

and machine learning in credit decisions, especially those pertaining to large borrowers.  
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✓ Apart from utilizing data from all PSBs, which would provide a significant information 

advantage, PSBN would utilize other Government sources and service providers to develop 

AI-ML ratings models for corporates. 

✓ Credit Analytics using Artificial Intelligence and Machine Learning:  Analytics based on 

market data are quite capable of providing accurate predictions of corporate distress. Variants 

of such approaches appear to hold promise for both consumer loans and commercial and 

industrial loans. 

 

Use of technology to check wilful defaulters:  

In sum, wilful default would not be as much of a drain on an economy’s wealth if lenders could fully 

recover their dues from selling pledged assets.  
 

• Geo-tagging – the process of adding geographical identification such as latitude and longitude to 

photos, videos or other media – can help lenders keep track of the location of assets.  

o E.g the Ministry of Rural Development geo-tags MGNREGA assets and the Department of 

Land Resources geo-tags watershed projects.  

• GPS devices, when affixed to collateralized equipment or machinery, can alert lenders if these assets 

are moved out of the plant.  

• Electronic items which come with remote kill switches may serve lenders well if they could, say, 

disable a vehicular asset remotely if the borrower attempts to dispose of it or willfully defaults on the 

loan. 

• Integrated data on collateral across all lenders in geography may be particularly useful in curbing 

double-pledging of collateral. 

• The risk of infringing upon the borrower’s privacy: Strong and clear policy guidelines are needed 

on what data may be collected, how, by whom and for how long.  

 

The architecture and solution flow for the proposed PSBN 
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Financial intermediation in the private sector for social impact 

• Most microfinance institutions (MFIs) started as not-for-profit institutions.  

• Post-2000, while their objective remained poverty alleviation via inclusive growth and financial 

inclusion, MFIs moved from purely pursuing social goals to the double bottom-line approach of 

achieving social and financial returns.  

• Some banks partnered with MFIs by lending to MFIs for on-lending the money to this segment and 

thereby fulfil their priority lending obligations.  

 

With the cleaning up of the banking system and the necessary legal framework such as the Insolvency and 

Bankruptcy Code (IBC), the banking system must focus on scaling up efficiently to support the economy. 
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This chapter highlights that problems faced by the NBFCs stemmed from their over-dependence on short 

term wholesale funding from the Liquid Debt Mutual Funds. It investigates the key drivers of Rollover Risk 

of the shadow banking system in India.  

 

Introduction:  

• The liquidity crunch in the shadow banking system in India took shape in the wake of defaults on loan 

obligations by major Non-Banking Financial Companies (NBFCs).  

• Two subsidiaries of Infrastructure Leasing & Financial Services (IL&FS) defaulted on their payments, 

while Dewan Housing Finance Limited (DHFL) did so later.  

• Both these entities defaulted on non-convertible debentures and commercial paper obligations. 

 

Shadow banking 

It comprises a set of activities, markets, contracts and institutions that operate partially (or fully) 

outside the traditional commercial banking sector and are either lightly regulated or not regulated 

at all. 

It can be composed of a single entity that intermediates between end-suppliers and end-users of funds, 

or it could involve multiple entities forming a chain.  

Shadow banks do not have explicit access to central bank liquidity. The shadow banking system is 

highly levered with risky and illiquid assets while its liabilities disposed to “bank runs”. 

 

Impact of these defaults 

• Sharp decline in the equity prices of stressed NBFCs 

• Both debt and equity investors suffered a massive erosion in wealth due to the defaults. 

• Led to the difficulty of NBFCs to raise funds, which took a toll on the overall credit growth in the 

Indian economy and a decline in GDP growth. 

 

Steps taken to estimate the financial fragility of the NBFC sector 

Health Score 

• An index is developed to estimate the financial fragility of the NBFC sector and it was found that it 

can predict the constraints on external financing (or refinancing risk) faced by NBFC firms.  

• This index is called the Health Score, which ranges between -100 to +100 with higher scores 

indicating higher financial stability of the firm/sector.  

Financial Fragility in the NBFC 
sector

Chapter 8 
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• The Health Score employs information on the key drivers of refinancing risk such as Asset Liability 

Management (ALM) problems, excess reliance on short-term wholesale funding (Commercial 

Paper) and balance sheet strength of NBFCs. 

• The Health Score of the Retail-NBFC sector was consistently below par for the period 2014 till 2019. 

 

Conceptual framework of Rollover risk 

Survey investigates the key drivers of Rollover Risk of the shadow banking system in India in light of the 

current liquidity crunch in the sector. 

Key drivers of Rollover Risk: 

Asset Liability Management (ALM) Risk  
 

• This reliance on short-term funding causes an asset liability management (ALM) problem because 

asset side shocks expose financial institutions to the risk of being unable to finance their business. 

• This risk arises in most financial institutions due to a mismatch in the duration of assets and liabilities.  

• Liabilities are of much shorter duration than assets which tend to be of longer duration, especially loans 

given to the housing sector.  

• This mismatch implies that an NBFC must maintain a minimum amount of cash or cash-equivalent 

assets to meet its short-term obligations. 

Interconnectedness Risk 

Interconnectedness Risk is a measure of the transmission of systemic risk between an NBFC and the Liquid 

Debt Mutual Funds (LDMF) sector that arises from two factors.  

• The first factor is measured by the LDMF sector’s average exposure to CP issued by the NBFC. 

• The second factor highlights that low levels of cash holdings in the LDMF sector, on average 

diminish the ability of the LDMF sector to absorb redemption pressures. 

The combined impact of these two factors are referred to as the Interconnectedness Risk. 

Financial and Operating Resilience of an NBFC: 

• Liquidity crunch in debt markets often leads to credit rationing.  

• Credit rationing results when firms with robust financial and operating performance get access 

to credit while the less robust ones are denied credit.  

• Firms with robust financial and operating performance can withstand a prolonged period of liquidity 

crunch if they choose not to raise funds from debt mutual funds. 

Over-dependence on short-term wholesale funding: 

 

• It is argued that the fundamental factor that influences Rollover Risk can be traced to the over- 

dependence of the NBFC sector on the short- term wholesale funding market.  

To develop policy implications, financial metrics were employed to estimate the drivers of Rollover Risk 

and weigh them appropriately based on their relative contribution to Rollover Risk. This procedure helps 

to generate a measure of the health of an NBFC.  
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Policy Implications 

The above analysis suggests that firms in the NBFC sector are susceptible to rollover risk when they rely 

too much on the short-term wholesale funding market for financing their investments in the real sector.  

The following policy initiatives can be employed to arrest financial fragility in the shadow banking 

system: 

1. Regulators can employ the Health Score methodology presented in this analysis to detect early 

warning signals of impending rollover risk problems in individual NBFCs.   

2. When faced with a dire liquidity crunch situation, as experienced recently, regulators can use the 

Health Score as a basis for optimally directing capital infusions to deserving NBFCs to ensure 

efficient allocation of scarce capital. 

3. The above analysis can also be used to set prudential thresholds on the extent of wholesale funding 

that can be permitted for firms in the shadow banking system.  
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This chapter examines the realized efficiency gains from privatization in the Indian context. It analyses the 

before-after performance of 11 CPSEs that had undergone strategic disinvestment from 1999-2000 to 2003-

04. 
 

Difference-in-differences (DiD) is a statistical technique used to estimate the effect of a specific 

intervention or treatment (such as a passage of law, enactment of policy, or large-scale program 

implementation). 

• It compares the changes in outcomes over time between a population that is affected by the 

specific intervention (the treatment group) and a population that is not (the control group). 

 

Key findings of the survey: 

• Privatized CPSEs performed better: On an average privatized CPSEs performed better than their 

peers in terms of their net worth, net profit, return on assets (ROA), return on equity (RoE), gross 

revenue, net profit margin, sales growth and gross profit per employee. 

 
• Unlocking the potential of CPSEs: From the same resources privatized CPSEs have been able to 

generate more wealth than their peers. 

• Difference in BPCL and HPCL prices:  In September 2019 disinvestment of BPCL was announced 

and the survey examined divergence in the stock prices of both post the announcement of BPCL’s 

disinvestment. 

✓ Disinvestment in HPCL translated into an increase in the value of shareholders by 33000 

crore. 

• Efficiency: Disinvestment has a very strong positive effect on labour productivity and overall 

efficiency of PSUs in India.  

  Privatization and wealth creationChapter 9 
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✓ Eg: Privatization in telecom sector resulted in Increased customer satisfaction, 

increased data usage, increased penetration of banking services. 

✓ Privatization in Vietnam improved capital allocation and economic efficiency.  

• Stringent employment protection laws are deterrent to privatization. One percentage point 

decrease in government ownership is associated with an increase in the credit spread, increase in 

profitability by 2-3 percentage. 

 

UK example of privatization: 

• The British privatization programme started in 1980, In the next phase (1982-86), the focus shifted 

to privatizing core utilities and the government sold off Jaguar, British Telecom, the remainder of 

Cable & Wireless and British Aerospace, Britoil and British Gas. 

• Dominant method of disinvestment: Initial Public Offering (IPO). The OECD called the British 

Telecom  privatization “the harbinger of the launch of large scale privatizations”. 

• Open competition: British privatizations went hand-in-hand with reforms of regulatory structures. 

 

Evolution of disinvestment policy in INDIA: 

 

• Liberalization reforms 1991: In the initial phase it was done through the sale of minority stake in 

bundles through auction. 

• Strategic sale 2000: India adopted strategic sale as a policy measure in 1999-2000 with sale of 

substantial portion of Government shareholding in identified Central PSEs (CPSEs) up to 50 per cent 

or more, along with transfer of management control. 

• Dilution of equity 2004-05: Another major shift in disinvestment policy was made in 2004-05 when it 

was decided that the government may “dilute its equity and raise resources to meet the social needs of 

the people”, a distinct departure from strategic sales. 

• Strategic Sales 2014 phase: Strategic Sales have got a renewed push after 2014.  
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✓ Department of Investment and Public Asset Management (DIPAM) laid down comprehensive 

guidelines on “Capital Restructuring of CPSEs” in May, 2016. 

The Government has been following an active policy on disinvestment in CPSEs through various modes: 

 

NITI Aayog has classified PSUs into “high priority” and “low priority” based on:  

• National Security 

• Sovereign functions at arm’s length 

• Market Imperfections and Public Purpose 

 

The PSUs falling under “low priority” are covered for strategic disinvestment to facilitate quick decision 

making. 
 

Way Forward: 

• Exit from non-strategic business: Aggressive disinvestment through the route of strategic sale, should 

be utilized to bring in higher profitability, promote efficiency, increase competitiveness and to promote 

professionalism in management in CPSEs.  

• Privatization Model of Singapore: Government can transfer its stake in the listed CPSEs to a separate 

corporate entity. This entity would be managed by an independent board and would be mandated to 

divest the Government stake in these CPSEs over a period of time.  

✓ Temasek Holdings was incorporated by Government of Singapore on 25 June 1974, as a 

private commercial entity, to hold and manage its investments in its government-linked 

companies (GLCs). 
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The chapter carefully examines the evidence, leveraging existing scholarly literature and econometric 

methods to study whether India’s GDP growth is higher than it would have been had its estimation 

methodology not been revised in 2011 . The aim of the chapter is to estimate the inaccuracy, if any, in 

the GDP growth rate using the difference-in difference methodology. 
 

The analysis in the chapter clearly shows that the evidence in favour of an overstated Indian GDP 

disappears completely in a correctly specified econometric model. Arguments made by Survey to 

counter the claims of overstated GDP growth rate; 

 

• India’s improvement in indicators such as access to nutrition and electricity might explain the 

higher growth rate in Indian GDP post the methodological change. 

• Higher pace of creation of firms: 10 per cent increase in new firm creation increased district-level 

GDP growth by 1.8 per cent.  

✓ As the pace of new firm creation in the formal sector accelerated significantly more after 2014, 

it has created the resultant impact on district-level growth. 

• Comparing the Indian GDP growth rates to those of other countries 

✓ Using a cross-country, generalized difference-in-difference model with fixed effects, the 

analysis demonstrate the lack of any concrete evidence in favour of a misestimated Indian 

GDP. 

✓ The difference in average growth rates represents important structural differences among 

countries that must be held fixed before it can examine the effect of treatment. 

✓ The models that incorrectly over-estimate GDP growth by 2.7 per cent for India post-2011 also 

mis-estimate GDP growth over the same time period for 51 other countries out of 95 countries 

in the sample.  

 

Why is it difficult to compare India with other countries? 

• India has very high informal sector employment and a large proportion of youth that are not in 

employment, education or training. 

• Agriculture contributes disproportionately to India’s employment whereas services contributes 

disproportionately to GDP. 

 

• Complex relations of variables in GDP estimation methodology 

✓ The relationship between these indicators and GDP is preserved even after the 

methodology revision, thereby adding to the evidence that the revised methodology estimates 

the GDP correctly 

 

  Is India’s GDP Growth Rate 
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Change in the Base Year of the GDP Series   

• The Base Year of the GDP Series was revised from 2004-05 to 2011-12 and  

• It was released on 30 January, 2015 after adaptation of the sources and methods in line with the 

System of National Accounts (SNA) 2008 of the United Nations. 

About System of National Accounts (SNA) 

• For the purpose of global standardization and comparability, countries follow the SNA evolved 

in the UN after elaborate consultation.  

• The SNA 2008 is the latest version of the international statistical standard for the national accounts, 

adopted by the United Nations Statistical Commission (UNSC) in 2009. 

 

Survey points out that the correlations between these indicators and GDP growth have flipped signs in 

the past even when there were no methodology revisions. 

 

Way ahead 

• GDP growth is a critical variable for decision-making by investors as well as policymakers. 

Therefore, the recent debate about whether India’s GDP is correctly estimated following the revision 

in estimation methodology in 2011 is extremely significant. 

• The Survey highlighted the need to invest in ramping up India’s statistical infrastructure is 

undoubted. It also said that India has made impressive improvements in several social development 

indicators. 
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This chapter in the final part in the Economic Survey for 2019-20, reveals a new way of measuring 

household income. 

 

About Thalinomics 

• It takes into account that as food is a necessity, a rapid rise in the price of a Thali has the most direct 

and conspicuous effect on the common man. 

• It is the way to relate economics to the common person’s life every day. It is an attempt to quantify 

what a common person pays for a Thali across India. 

 

Construction of the thali prices 
 

• Using the dietary guidelines for Indians, the price of Thalis are constructed across all India and 4 

regional levels (Northern, Southern,Eastern and Western states). 

• Households is defined as comprising five individuals and each consuming two vegetarian Thalis. 

• It assumes that at least two full meals would be consumed in a day such that the daily dietary 

requirements for these elements would be met.  

 

Thali prices in India (2006-07 to 2019-20) 

• Impact of reforms in improving productivity of agriculture sector (PM-AASHA, PMFBY, Soil 

Health Card, e-NAM, NFSM and NFSA) on thali prices 

✓ These reforms have contributed to All-India level average gain of around 3 per thali for the 

vegetarian Thali, post 2015-16. 

✓ Affordability of vegetarian Thalis improved 29 per cent from 2006-07 to 2019-20 while 

that for non-vegetarian Thalis by 18 per cent. 

• Thali prices for industrial workers 

✓ Affordability of ‘thali’ in relation to a worker's daily pay has improved over time, indicating 

improved welfare of the common person. 

✓ It is found that an individual who would have spent around 70 per cent of his/her daily wage 

on two Thalis for a household of five in 2006- 07 is able to afford the same number of Thalis 

from around 50 per cent of his daily wage in 2019-20. 

• Regional Variations in Thali prices 

✓ Comparing between 2006-07 and 2019-20 (April-October), vegetarian Thali has become 

more affordable in all states under consideration.  

✓ In the case of non-vegetarian Thali, affordability has increased during this period in all states 

except Bihar and Maharashtra, where it has shown a marginal decline. 

✓ The highest gain in any year was in the Southern region for a vegetarian Thali. Most 

affordable Thali was in Jharkhand. 

• Impact of inflation on Thali prices 

Thalinomics: the economics of a 
plate of food in India
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✓ It is observed that inflation has been declining over time in all components. 

While inflation in cereals have been declining at a steady rate throughout the 

period, the fall in inflation has accelerated in all other components except Sabzi. 

✓ But on the other hand over the last year, the rate of inflation for Dal, Sabzi and 

nonvegetarian components have increased. 
 

Conclusion 
 

• It is found that at the all-India level as well as regional levels, moderation in prices of vegetarian 

Thali have been witnessed since 2015-16 though Thali prices have increased this year. 

• This is owing to the sharp downward turn in the prices of vegetables and dal in contrast to the 

previous trend of increasing price. 

 

The Economic Survey says that food is not just an end in itself but also an essential ingredient in the growth 

of human capital and therefore important for national wealth creation. “Zero hunger” has been agreed 

upon by the nations of the world as a Sustainable Development Goal (SDG). 
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