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Preface

The Economic Survey 2022-23 comes when global uncertainties are rife. Barely had the pandemic receded,
and the war in Ukraine broke out in February 2022. Prices of food, fuel and fertiliser rose sharply. As inflation rates
accelerated, central banks of advanced countries scrambled to respond with monetary policy tightening. Many
developing countries, particularly in the South Asian region, faced severe economic stress as the combination of
weaker currencies, higher import prices, the rising cost of living and a stronger dollar, making debt servicing more
expensive, proved too much to handle.

In the second half of 2022, there was a respite for governments and households. Commodity prices peaked
and then declined. In the near term, the acute pressure was relieved, although prices of some commodities (e.g.,
crude oil) remain well above their pre-pandemic levels. For countries dependent on imports, priced and payable in
dollars, a global slowdown led by the United States (US) offers a triple relief. Commodity prices decline, and US
interest rates peak, as does the US dollar. Capital and current account imbalances abate.

As 2023 rolled in, China opened up rather swiftly, reversing its Zero-Covid policy. An unexpectedly warm winter
that has spared households from a debilitating increase in fuel prices that would have dented their disposable income
significantly has stirred hopes that the Eurozone economies would narrowly avoid a recession. As the headline inflation
rate declines in the US, policy rates are set to rise more slowly. In anticipation, bond yields have come down, and there
are faint hopes of the US avoiding a recession altogether, barring any unexpected financial system stress.

Lower chances of a downturn in advanced economies and resumption of economic activity bring with them hopes
for some developing economies that are export-dependent and concerns for those who are heavily import-dependent
for essential commodities. In anticipation of higher-than-earlier forecasted demand, crude oil prices have begun to
climb, as have the prices of industrial metals. Wage negotiations are leading to upward revisions on either side of the
Atlantic. Meaningful interest rate reductions in the US and the Eurozone may not materialise as quickly as one would
have hoped. The year promises to be far from predictable and may hold surprises for countries and households.

For India, 2022 was special. It marked the 75" year of India’s Independence. India became the world’s fifth-
largest economy, measured in current dollars. Come March, the nominal GDP of India will be around US$ 3.5
trillion. In real terms, the economy is expected to grow at 7 per cent for the year ending March 2023. This follows
an 8.7 per cent growth in the previous financial year. The rise in consumer prices has slowed considerably. The
annual rate of inflation is below 6 per cent. Wholesale prices are rising at a rate below 5 per cent. The export of
goods and services in the first nine months of the financial year (April — December) is up 16 per cent compared to
the same period in 2021-22. Although the high oil price this year compared to last inflated India’s import bill and
caused the merchandise trade deficit to balloon, concerns over the current account deficit and its financing have
ebbed as the year rolled on. Foreign exchange reserve levels are comfortable and external debt is low.

India had a good monsoon, and reservoir levels are higher than last year and the 10-year average. The
fundamentals of the Indian economy are sound as it enters its Amrit Kaal, the 25-year journey towards its centenary
as a modern, independent nation. Policies pursued carefully and consciously have ensured that the recovery is
robust and sustainable. This is the context in which the Economic Survey undertakes an assessment of the economy
in the present, in the light of the recent past and examines its prospects in the coming years. Before I give you an
overview of what awaits inside the pages of the Economic Survey of 2022-23, it is worth reiterating that the year
is still ongoing, and the survey is based on nine months of data at best or eight mostly.

As per convention, the first chapter examines the state of the economy and how it has come through yet another
year of twists and turns in the worlds of economics and politics. As the impact of the pandemic recedes — Japan
is about to downgrade it into seasonal flu, and Denmark might have done so already - Chapter 2 analyses India’s
medium-term economic outlook and concludes that it looks bright. It is an analysis of the financial cycles and the
role it plays in influencing economic growth over the medium term. India’s financial cycle endured a downturn last
decade because credit expansion in the millennium’s first decade ultimately proved unsustainable. The financial
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history of the world suggests that the outcome was unsurprising. The rapid expansion of credit, fuelled by copious
capital flow, has invariably foretold a financial crisis. India was no exception. The chapter tells the story of how
the government navigated the economy through a period of financial stress wherein corporate, banking and non-
banking balance sheets were repaired and restored to health. Not letting the crisis go waste (i.e., fashioning an
effective policy response to the crisis and beyond), the government ramped up public investment in infrastructure
to prepare the ground for the private sector to invest, hire and prosper. It records the wide-ranging structural reforms
and governance improvements that the government has undertaken since 2014.

While reforms before 2014 addressed product and capital markets, reforms since then have emphasised
enhancing the ease of living and doing business to improve economic efficiency. The key principles on which these
policies have been anchored are creating public goods, adopting trust-based governance, partnering with the private
sector for development and improving agricultural productivity. With cleaner, leaner and stronger balance sheets
and payoffs flowing from reforms, India’s potential growth stands elevated, and the ability of the economy to grow
at its potential is enhanced. Without making extravagant claims, the chapter concludes with optimism about India’s
medium-term outlook.

Chapter 3 focuses on India’s fiscal policy trajectory and examines the evolution of the Goods and Services Tax
as a source of durable and dependable revenue for states and the centre. Given India’s demographic advantage and
annual nominal GDP growth potential to be around 10 per cent to 12 per cent on average in the coming years, fiscal
parameters will continue to improve. It is said that growth drives the fiscal balance in India, and it is true. At the
same time, it is possible to imagine fiscal discipline turning into fiscal stimulus in future, as it would bring down
the government’s cost of borrowing, lowering the present high share of interest payments in public expenditure and
making more money available for economic development and social welfare.

Money, Banking and Capital Markets are the subjects of Chapter 4. During the year, the Reserve Bank of India
(RBI) raised interest rates swiftly to prevent the second-round effects of the inflation shock from commodities
from affecting economic activity. That played a big part in the relative stability of the Indian rupee against the US
dollar in a year of dollar strength. That India’s import cover and external debt ratios are not matters of concern
is largely due to India’s long-standing conservative external borrowing policies and RBI’s deft management of
foreign exchange reserves. India’s capital markets have been a historical success story. International benchmark
indices of Indian stocks have outperformed their emerging market and global peers over the long haul. In short,
Indian stocks have rewarded investors well over the years. Foreign portfolio investors have significantly benefited
from that. The last two years have also seen a rise in the participation of Indian domestic retail investors in big
numbers in Indian stocks. Not only did their investments cushion the impact of portfolio outflows that occur from
time to time, but they also added to their wealth stock, given the performance of Indian stocks in 2021 and 2022.

The following chapter on prices is a story of the convergence of India’s wholesale and retail prices throughout
the year. India’s wholesale price inflation leapt to 16.6 per cent in May 2022, and the gap between wholesale price
inflation and consumer price inflation widened. When the wholesale price inflation is high, there is always a risk
that it will pass through to retail prices. The gap or the wedge between the two closed by the end of the year as
global commodity prices retreated and the government took proactive measures to rein in their domestic prices.

In a departure from the past, we introduce the chapter on India’s social sector (Chapter 6) next, followed
by the chapter on climate change and environment (Chapter 7) and not without reason. Social welfare is not an
afterthought for the government but its leitmotif. The comprehensive and ‘leave no one behind’ approach that the
government has adopted for social welfare gets full treatment in this chapter. The chapter highlights how the use
of technology has enhanced the quality of life for citizens to ensure the reach of social sector schemes to intended
beneficiaries, especially during the pandemic. The transformations in the lives of the citizens happening through the
Aspirational Districts Programme, Direct Benefit Transfers, use of Aadhaar and various initiatives in the education,
health and basic infrastructure availability are highlights of the chapter. The thirteen boxes that the chapter features
— an unusually large number - are an acknowledgement of the myriad innovations in social welfare schemes and in
their delivery that the government has embraced and implemented.
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Climate change and the environment are not only hot-button issues globally but are critical to India realising
its aspirations. Hence, India currently spearheads one of the most robust climate actions through its Nationally
Determined Contributions (NDC), which includes an ambitious programme for transitions to clean energy in the
world. Despite the adverse impacts of Covid-19 on the economy, the country has enhanced its climate ambition
manifold.

The health of the farm sector is critical for the economic and social well-being of the country. India has achieved
domestic food security and has become a net exporter of farm output to the world. The potential is larger. Chapter
8 documents India’s transition from food security to nutritional security and the importance that the government
accords agricultural productivity.

Chapters 9 to 12 are bread-and-butter features of the Economic Survey. They deal with Industry, Services, the
External Sector and Infrastructure in that order. Indian industry, as mentioned earlier, is on the cusp of a growth
revival facilitated by public investment and policies that have eased business conditions and improved viability.
Bank credit to industry has picked up momentum, particularly for micro, small and medium enterprises. Among
other things, the pandemic had caused a shift in the attitude towards supply chains from efficiency to security and
from ‘just in time’ to ‘just in case’. Supply chains are being reconfigured. The government senses a big opportunity
here, and its investment into and commitment towards Production-Linked-Incentive Scheme demonstrates its
determination to plug India into global supply chains. It is an industrial policy with a global vision. India now has
the physical and digital infrastructure to raise the share of the manufacturing sector in the economy and make a
realistic bid to be an important player in global supply chains. In the last eight years, the government has created
just the platform for this ambition to be fulfilled. The prognosis, I dare say, is bright.

India’s services sector is a source of strength and is poised to gain more. India is large enough to accommodate
and nurture vibrant manufacturing and services sectors. From low to high value-added activities with export
potential, the sector has enough scope to generate employment and foreign exchange and contribute to India’s
external stability.

As a country with a large merchandise trade deficit because of its dependence on imported fuel, the external
sector is always watched closely, especially during rising oil prices. This financial year is one such year. Various
arms of the government ensured that, in a year of extreme supply uncertainty and price volatility, India’s energy
security was not compromised. A slowdown in global growth has led to slower export growth, but the combined
value of goods and services exports in current dollars for April — December 2022 is 16 per cent higher than in April
—December 2021. India’s foreign direct investment has been steady, and investors’ interest in including India in
their supply chain diversification is now noticeably higher. PM Gati Shakti and the National Logistics Policy are
expected to play big roles in improving India’s cost and export competitiveness in the years ahead.

That brings us to the twelfth and last chapter of the survey. It is on infrastructure. ‘Last but not least’ is clichéd,
but in this case, it is a truthful cliché. We have kept one of India’s best success stories of recent years for the last.
In 2019, the Government of India adopted a forward-looking programmatic approach towards infrastructure. The
National Infrastructure Pipeline was born with a projected investment of around 111 lakh crore for FY20-25 for
developing a comprehensive view of infrastructure development in the country. Roads, railways, and waterways
have seen unprecedented expansion in the last eight years, and ports & airports have been substantially upgraded.
Extending infrastructural facilities is only part of the story; modernisation is the other important objective that has
been pursued with verve and achieved with commendable speed.

Finally, the growth and evolution of India’s public digital infrastructure is a story not just of numbers and
milestones but also of thoughtful regulatory and innovation architecture that have enabled it to retain its public
good character with enough incentives for the private sector to innovate and invest. The untapped potential is huge,
and the country needs to continue to innovate. With digital technology and infrastructure, one has to keep running
to hold onto one’s place.

The international political and economic order that emerged at the end of World War II has developed faultlines
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lately, as they inevitably do if history were any guide. Consequently, envisaged as platforms for building global
consensus, multilateral forums across the board face existential challenges today and need help to deliver on their
mandates. India, with its peaceful and democratic emergence, can influence the course of events and, in the process,
fulfil its aspiration to be a global power of relevance. It is befitting that during India’s Amrit Kaal, it assumed the
Presidency of G-20 nations in December 2022. Global problems need global solutions, and global solutions require
collaboration and cooperation. Based on the theme of “Vasudhaiva Kutumbakam: One Earth, One Family, One
Future”, India’s G20 Presidency aims to achieve co-ordinated solutions to key issues of global concern. These issues
include strengthening multilateral development banks for addressing shared global challenges of the 21 century,
mobilising timely and adequate climate finance, enhancing financing for pandemic preparedness, managing global
macroeconomic vulnerabilities such as debt, global food & energy insecurity and financing urban infrastructure.
The Presidency is a platform for India to share its success stories with the global community, especially the manner
in which Digital Public Infrastructure has supported an inclusive people-centric growth paradigm. In short, the G20
Presidency is an opportunity for India to bind an otherwise fragmented global order.

Putting the Economic Survey in the public domain is a learning experience. It is an exercise in cogent thinking,
formulation of ideas and their effective articulation. It is, forever, a work in progress, just like the economy. While
the Survey is an annual exercise, the set of officers who put this document together is never constant, and this
enriches the publication every year. While old hands bring with them experience and expertise, newer entrants
to the division, such as Yours Truly, bring different perspectives. I am thankful to each of them for bringing their
insights, subject expertise and experience into this year’s Survey. I also thank the officers of various ministries,
departments, regulators and subject experts, who provided timely inputs and enhanced this publication. I would like
to thank the editorial team for their sincere efforts in preparing the draft.

Placing all economic activities of the country under one umbrella and refining it from the economists’ lens to a
generalist’s perspective is a daunting, if worthwhile, exercise. This has been a fulfilling and worthwhile experience
because it has reinforced my hope and optimism for the country and its people. I hope that the data and analysis of
the Survey will help economists, academicians, policymakers and practitioners in their pursuits.

Above all, I hope it inspires the readers to partake in shaping the future of this great nation, which promises to
be every bit as glorious as its past, if not better.

V. Anantha Nageswaran
Chief Economic Adviser
Ministry of Finance
Government of India



Acknowledgment

The Economic Survey 2022-23 is the result of a team effort. The Survey has benefitted from the comments and insights
of the Hon’ble Finance Minister Smt. Nirmala Sitharaman. The survey sincerely acknowledges the support from the
Hon’ble Ministers of State for Finance Shri Pankaj Chaudhary and Dr. Bhagwat Kishanrao Karad, Finance Secretary
Dr. T. V. Somanathan, Secretary DEA Shri Ajay Seth, Revenue Secretary Shri Sanjay Malhotra, DFS Secretary Shri
Vivek Joshi and DIPAM Secretary Shri Tuhin Kanta Pandey.

The contributors to the Survey from the Economic Division and Office of the CEA include: Rajiv Mishra, Saikat Sarkar,
Chandni Raina, Anuradha Guru, Saju K. Surendran, Sasikumar S., Shweta Kumar, T. Gopinath, Vasanthi V. Babu, Sweta
Satya, Dharmendra Kumar, M. Rahul, Harish Kumar Kallega, Gurvinder Kaur, Deepika Srivastava, Amit Sheoran, Shreya
Bajaj, Manoj Kumar Mishra, Megha Arora, Deeksha Supyaal Bisht, Ritika Bansal, Md. Aftab Alam, Pradyut Kumar
Pyne, Abhinav Banka, Shivani Mohan, Sahar, Mritunjay Kumar, Rajesh Sharma, Amit Kumar Kesarwani, Rohit Kumar
Tiwari, Deepdyuti Sarkar, Hema Rana, Jerin Thomas Abraham, Sonali Chowdhry, Surabhi Seth, Bharadwaj Adiraju,
Unni Narayanan Kurup, Meera Unnikrishnan, Akash Poojari, Satyendra Kishore, S. Ramakrishnan, Vishal Gori, Ritesh
Kumar, Meenakshi, Muna Sah, Mohan Suna, Gulshan and Personal staff of the officers.

The Survey has benefitted from the comments and inputs from several officials and experts, specifically Zubair Naqvi,
Vinod Kotwal, Dr. Navneet Mohan Kothari, Ravi Dadhich, Prashant Kumar Rai, Prosenjit Sanyal, Vishal Goyal,
Aparajita Tripathi, Aparajita Jain, Abu Huzaifa, Shikha Singh, Piyush Mishra, Anurag Bhatnagar, S.V. Singh, Vandana
Gautam, Siddharth Shankar, Jyotsana Gupta, Vishal, A. R. Rao, Dr. Ansy Mathew, Dr. Digambar Swain, Dr. Prathibha A,
Digamber Singh, Naveen Kumar, Jatinder Singh, Ramesh Yadav, Gulzar Natarajan, Devi Prasad Misra, Gaurav Masaldan,
Dr C. Vanlalramsanga, Renu Lata, Sudipta Bhattacharyya, Rishika Choraria, Shyam Sundar Parui, Saurabh Garg, Alok
Shukla, Samir Kumar, Praveen Mahto, Nilambhuj Sharan, Anshuman Kamila, R. Rajesh, Manish Sharma, Rakesh Ranjan,
Dr. Bijaya Kumar Behera, Indrani Kaushal, Dhirendra Gajbhiye, Deepika Rawat, Ashok Kumar, Yashwant Singh,
Subhash Chander, A. Srija, Smriti Sharan, V. Dhanya, Ipsita Padhi, Satyarth Singh, Rachit Solanki, Akhilesh Sharma,
Ritesh Patel, Ajay Kumar Singh, Divya Sharma, Umesh Chandra, Dharmender, C M Dey Karmakar, Dharam Prakash,
C. Mohandas, O.P. Thakur, Deepak Mehra, Sailendra Misra, Alok Chandra, Santosh Kumar Sinha, Sanjeet Singh,
Tanushree Chandra, Surjith Karthikeyan, Diksha Sachdeva, Kumar Sundaram , Dr. Surendra Kumar Ahirwar, Jamiruddin
Ansari, Debaprasad Rath, Prabhat Kumar, Supriyo Mondal, Alex Philip, Akshara Awasthi, Pratibha Kedia, Jang Bahadur
Singh, Ashish Kumar Mallick, Venkateshwaran Ramakrishnan, Prabhat Rath, Ananth Narayan G, Sujit Prasad, Rakesh
Goyal, Ashish Aggarwal, Tejasvi Gupta, Medha Shekar, Sudhakar Shukla, Santosh Shukla, Sushir Sharma, Saugata
Bhattacharya, Ashish Tripathi, Debasish Panda.

Apart from the above, various ministries, departments and organisations of the Government of India contributed in their
respective sectors. We also received help from several industry bodies, public institutions and private sector entities such
as, RBI, SEBI, National Housing Bank, NPPA, ISA, CEA, NASSCOM, IBBI, National E-Governance Services Limited,
O/o Chief of Naval Staff, Axis Bank, IRDAI.

Able administrative support was given by Manisha Sinha, Manoj Sahay, Antony Cyriac, Aparna Bhatia, Jasbir Singh,
Arup Shyam Chowdhury, Susruta Samanta, Daleep Kumar, Sunil Kumar Gupta, S.K. Agarwal, Dinesh Vishwakarma,
Avnish Agarwal and other staff members of the DEA. Hindi translation of the survey was done by Anand Kumar, Puran
Singh from Hindi Section, DEA and Dr. Suresh Kumar Yadav, Manish Bhatnagar, Ompraksh Singh, Dr. Rajiv Kumar,
Ashwani Kumar, Manoj Kumar, Ravi Kumar Meena from Central Translation Bureau. Hindi version of the survey was
typed by Sashipal Singh Rawat, Arun Kumar, Yatender Kumar, Sanjay Prasad from Directorate of Printing, Minto Road.
The cover page for the Survey was designed by Izzur Rahman. Deepak Aggarwal, Zafar, Goutam Halder and Jagdish
from Signature Printers did page setting of the English and Hindi versions of the Survey.

Last but not the least, the Economic Survey owes deep gratitude to the families of all those involved in its preparation
for their patience and support.
V. Anantha Nageswaran
Chief Economic Adviser
Ministry of Finance
Government of India
xi



xii



ABBREVIATIONS

AA Account Aggregator

AAT Airports Authority of India

AAY Antyodaya Anna Yojana

AB PM-JAY Ayushman Bharat Pradhan Mantri — Jan Arogya Yojana
ABDM Ayushman Bharat Digital Mission

ABP Aspirational Blocks Programme

AB-PMJAY Ayushman Bharat -Pradhan Mantri Jan Arogya Yojana
ABRY Aatmanirbhar Bharat Rojgar Yojana

ADB Asian Development Bank

ADGM Abu Dhabi Global Market

ADP Aspirational Districts Programme

ADs Aspirational Districts

AE Advanced Estimates

AePS/AEPS Aadhaar Enabled Payment System

AEs Advanced Economies

AfCFTA African Continental Free Trade Area

AFSA Albanian Financial Supervisory Authority

AGEY Aajeevika Grameen Express Yojana

AHF Affordable Housing Fund

AHIDF Animal Husbandry Infrastructure Development Fund
Al Artificial Intelligence

AIDC Agriculture Infrastructure and Development Cess
AIF Agriculture Infrastructure Fund

AIM Atal Innovation Mission

AISHE All India Survey on Higher Education

AKAM Azadi ka Amrit Mahotsav

AMF Autorite Des Marches Financiers of France

ANB Aatmanirbhar Bharat

APB Aadhaar Payment Bridge

APEDA Agricultural & Processed Food Products Export Development Authority
API Application Programming Interfaces

APY Atal Pension Yojana

AQR Asset Quality Review

ARR Average Revenue Rate

ASEAN Association of Southeast Asian Nations

ASEEM Aatmanirbhar Skilled Employees Employer Mapping
ASI Annual Survey of Industries

ATMP Assembly, Testing, Marking, and Packaging

AuM Assets Under Management

BCD Basic Customs Duty

BE Budget Estimates

xiii



BEI
BFT
BIFR
BIS
BMI
BoE
BoP
BOT
BPKP
BPO
Bps
BRAP
BRSR
BSCCL
BSE
BSNL
CA
CAB
CAD
CAG
CAGR
CAMPA
CANI
Capex
CB&T
CBD
CBDC
CBDR-RC
CBDT
CBIC
CBN
CBOE
CCB
CCEs
CCP
CD
CDP
CDRI
CEA
CECA
CEPA
CFPI
CGA
CGC
CGSS

Business Expectations Index

Bare Foot Technicians

Board for Industrial and Financial Reconstruction
Bank for International Settlements

Body Mass Index

Bank of England

Balance of payments

Build-Operate-Transfer

Bhartiya Prakratik Krishi Paddhati

Business Process Outsourcing

Basis Points

Business Reform Action Plan

Business Responsibility and Sustainability Report
Bangladesh Submarine Cable Company Limited
Bombay Stock Exchange

Bharat Sanchar Nigam Limited

Cooperation Agreement

Current account balance

Current Account Deficit

Comptroller and Auditor General of India
Compound Annual Growth Rate

Compensatory Afforestation Fund Management and Planning Authority
Submarine OFC connectivity from Chennai to Andaman & Nicobar Islands
Capital Expenditure

Capacity Building & Training

Convention on Biological Diversity

Central Bank Digital Currency

Common but Differentiated Responsibility and Respective Capabilities
Central Board of Ditrect Taxation

Central Board of Indirect Taxes and Customs
Central Bank of Nigeria

Chicago Board Options Exchange

Capital Conservation Buffer

Crop Cutting Experiments

Central Counter Parties

Corporate Debtor

Cluster Development Programme

Coalition for Disaster Resilient Infrastructure
Central Electricity Authority

Comprehensive Economic Cooperation Agreements
Comprehensive Economic Partnership Agreement
Consumer Food Price Index

Controller General of Accounts

Credit Guarantee Corporation

Credit Guarantee Scheme for Start-ups

Xiv



CGST Central Goods and Services Tax

CHC Custom Hiring Centres

CHE Current Health Expenditure

CHIPS and Creating Helpful Incentives to Produce Semiconductors and Science Act, 2022
Science Act, 2022

CIBIL Credit Information Bureau (India) Limited
CiC Currency in Circulation

CIDR Central Identities Data Repository

CIL Coal India Limited

CIRP Corporate Insolvency Resolution Process
CIRP Corporate Insolvency Resolution Process
CITES Convention on International Trade in Endangered Species of Wild Fauna and Flora
CLAP Comprehensive Logistics Action Plan
CLSS Credit Linked Subsidy Scheme

CM Critical Minerals

CMIE Centre for Monitoring Indian Economy
CMSS Central Medical Services Society

CoD Commercial Operation Date

COP Conference of Parties

COVID 19 Coronavirus disease

CoWIN Covid Vaccine Intelligence Work

CPCB Central Pollution Control Board

CPI Consumer Price Index

CPI-AL Consumer Price Index-Agricultural Labourers
CPI-C Consumer Price Index-Combined

CPI-IW Consumer Price Index-Industrial Workers
CPI-RL Consumer Price Index-Rural Labourers
CPSE Central Public Sector Enterprises

CRAR Capital-to-Risk Weighted Assets Ratio
CRAR Central Recordkeeping Agency

CRPs Community Resource Persons

CRR Cash Reserve Ratio

CRS Community Radio Stations

CRZ Coastal Regulation Zone

CSCs Common Service Centres

CSD Central Securities Depositories

CSI Current Situation Index

CSIS Central Scheme on Interest Subsidy

CSR Corporate Social Responsibility

CSS Centrally Sponsored Scheme

CTDP Comprehensive Telecom Development Plan
CTS Craftsmen Training Scheme

CWS Current weekly status

CWSN Children With Special Needs

CYKC Central Know Your Customer

XV



DAY-NRLM
DAY-NULM
DBFOT
DBT
DBU
DCIL
DDE
DDUGJY
DDU-GKY
DEA
DFC

DFI

DFIs
DFSA
DGCI&S
DGFT
DGRC
DII
DISER
DIC

DLI

DLT
DNB
DoCA
DoP
DPCO
DPI
DPIIT
DPR/DPRs
DrAAS
DRDO
DRT
DSCs

e PPO
e-BG
e-BL.

EBR

ECB
ECBs
ECIB
ECL
ECLGS
ECRP
ECTA
ECTS

Deendayal Antyodaya Yojana — National Rural Livelihoods Mission
Deen Dayal Antyodaya Yojana- National Urban Livelihood Mission
Design-Build-Finance-Operate-Transfer

Direct Benefit Transfer

Digital Banking Units

Dredging Corporation of India Limited

Digital Document Execution

Deendayal Upadhyaya Gram Jyoti Yojana

Deen Dayal Upadhyaya Grameen Kaushalya Yojna
Department of Economic Affairs

Dedicated Freight Corridor

Dedicated Financing Institution

Development Financial Institutions

Dubai Financial Services Authority

Directorate General of Commercial Intelligence and Statistics
Directorate General of Foreign Trade

District Level Grievance Redressal Committee
Domestic Institutional Investment

Department of Industry, Science, Energy and Resources
Digital Life Certificate

Design-Linked Incentive

Distributed Ledger Technology

Diplomate of National Board

Department of Consumer Affairs

Department of Posts

Drugs Prices Control Order

Digital Public Infrastructure

Department for Promotion of Industry and Internal Trade
Detailed Project Report(s)

Drone-as-a-Service

Defence Research and Development Organisation

Debt Recovery Tribunal

District Skill Committees

Electronic Pension Payment Order

Electronic Bank Guarantee

Electronic Bill of Lading

Extra-Budgetary Resources

European Central Bank

External Commercial Borrowings

Export Credit Insurance to Banks

Electronic Cash Ledger

Emergency Credit Linked Guarantee Scheme
Emergency Covid Response Package

Economic Cooperation and Trade Agreement

Electronic Cargo Tracking System

xvi



EDI
EDLI
e-DO
EED
EEE
e-FMS
Ekyc
EMDEs
EMEs
e-NAM
EPFO
EPI
e-PoS
EPR
e-PRAN
EPTA
ER&D
ERs
ESG
ESIC
ESOPs
ETF
EU

EV
eVIN
EVs
EWS
EXIM
FAG
FAO
FBs
FCCB
FDI
FDIC
FEDAI
FEI
FER
FFC
FES
FIC
FIDF
FIFP
FinTech
FIPB
FIPs

Electronic Data Interchange

Employees Deposit Linked Insurance
Electronic Delivery Order

End-to-End Digitized

Electrical and Electronic Equipment
Electronic Fund Management System
Electronic Know Your Customer
Emerging Market and Developing Economies
Emerging Market Economies

National Agriculture Market

Employees Provident Fund Organisation
Export Preparedness Index

Electronic Point of Sale

Extended Producers Responsibility
electronic-Pension Retitement Account Number
Early Progress Trade Agreement
Engineering Research and Development
Elected Representatives

Environmental, Social, and Governance
Employees State Insurance Corporation
Employee Stock Options

Exchange Traded Fund

Buropean Union

Electric Vehicles

Electronic Vaccine Intelligence Network
Electric Vehicles

Economically Weaker Sections
Export-Import

Faceless Assessment Group

Food and Agriculture Organisation
Foreign Banks

Foreign Currency Convertible Bonds
Foreign Direct Investment

Federal Deposit Insurance Corporation
Foreign Exchange Dealers Association of India
Future Expectations Index

Foreign Exchange Reserves

Fifteenth Finance Commission

Fund of Funds for Start-ups

Full Immunization Coverage
Infrastructure Development Fund
Foreign Investment Facilitation Portal
Financial Technology

Foreign Investment Promotion Board

Financial Information Providers

xvii



FIUs Financial Information Users

FLFPR Female labour force participation rate
FMI Financial Market Infrastructure

FMSA Financial Market Supervisory Authority
FoF Fund of Funds

FPI Foreign Portfolio Investments

FPO Follow on Public Offer

FPO Foreign Post Office

FPOs Farmer Producer Organisations

FPS Fair Price Shop

FRBM Fiscal Responsibility and Budget Management
FRL Fiscal Responsibility Legislation

FSDC Financial Stability and Development Council
FSI Forest Survey of India

FSRA Financial Services Regulatory Authority
FTA Foreign Tourist Arrivals

FTAs Free Trade Agreements

FTP Foreign Trade Policy

FTTH Fiber to The Home

FY Fiscal Year

GC Gauge Conversion

GCC Global Competency Centres

GCC The Gulf Cooperation Council

GCES General Crop Estimation Survey

GCF Green Climate Fund

GCT GatiShakti Multi-Modal Cargo Terminal
GDP Gross Domestic Product

GeM Government E-Marketplace

GER Gross Enrolment Ratio

GFCF Gross Fixed Capital Formation

GFD Gross Fiscal Deficit

GHE Government Health Expenditure
GHG Green House Gas

GIFT Gujarat International Finance Tech-city
GII Global Innovation Index

GIM Green India Mission

GIS Geographic Information System

GMV Gross Merchandise Value

GNI Gross National Income

GNPAs Gross Non-Performing Assets

Gol Government of India

GPS Global Positioning System

GSDP Gross State Domestic Product

G-sec Government Securities

GST Goods and Services Tax

xviii



GSTN Goods and Services Tax Network

GTR Gross Tax Revenue

GVA Gross Value Added

GW Giga Watt

GWh Giga Watt hours

HAM Hybrid Annuity Model

HDI Human Development Index

HEI Higher Education Institutions

HFC Housing Finance Sector

HFC Housing Finance Companies

HFI High Frequency Indicators

HPCL Hindustan Petroleum Corporation Limited

HPI Housing Price Index

HPO Hydropower Purchase Obligation

HSCC Hospital Services Consultancy Corporation

HUF Hindu Undivided Family

HWCs Health and Wellness Centres

TAIS International Association of Insurance Supervisors
IBBI Insolvency and Bankruptcy Board of India

IBC Insolvency and Bankruptcy Code

IBC Insolvency and Bankruptcy Code

IBC Insolvency and Bankruptcy Code

ICAR Indian Council of Agriculture Research

ICD Inland Container Depot

ICEGATE Indian Customs Electronic Data Interchange Gateway
ICFRE Indian Council of Forestry Research and Education
ICMA International Capital Market Association

ICT Information and Communication Technology

ICT International Courier Terminal

1D Identity Document

IFPRI International Food Policy Research Institute

IFSC International Financial Services Centre

IFSCA International Financial Services Centres Authority
IGCRS Import of Goods at Concessional Rate of Duty or for Specified End Use
IGNDPS Indira Gandhi National Disability Pension Scheme
IGNOAPS Indira Gandhi National Old Age Pension Scheme
IGNWPS Indira Gandhi National Widow Pension Scheme
I1GST Integrated Goods and Services Tax

IIFT Indian Institute of Foreign Trade

I1G Invest India Grid

1IM Indian Institute of Management

IIMA Indian Institute of Management Ahmedabad

IIP International Investment Position

1P Index of Industrial Production

IIPDF India Infrastructure Project Development Fund Scheme

Xix



IISER Indian Institute of Science Education and Research

T Indian Institute of Technology

IL&FS Infrastructure Leasing and Financial Services
ILDS Issue and Listing of Debt Securities

ILMDS Issue and Listing of Municipal Debt Securities
IMB Inter-Ministerial Board

IMF International Monetary Fund

IMPS Immediate Payment Service

IMR Infant Mortality Rate

InvIT Infrastructure Investment Trust

1I0SCO International Organization of Securities Commissions
IoT Internet of Things

1P Intellectual Property

IPCC Inter-Governmental Panel on Climate Change
1IPO Initial Public Offering

IPR Intellectual Property Rights

IR Indian Railways

IRDAI Insurance Regulatory Development Authority of India
ISA International Solar Alliance

ISFR Indian State of Forest Report

1SS Interest Subvention Scheme

IT Information Technology

IT-BPM Information Technology-Business Process Management
ITC Input Tax Credit

ITTs Industrial Training Institutes

ITR Income tax Returns

TWAI Inland Waterways Authority of India

IYM International Year of Millets

J&K Jammu and Kashmir

JAM Jan Dhan-Aadhaar-Mobile

JjC Job Cards

J™M Jal Jeevan Mission

JPC Joint Plant Committee

JRS Job Retention Scheme

JSS Jan Shikshan Sansthan

KCC Kisan Credit Catds

KILI Submarine OFC connectivity from Kochi to Lakshadweep Islands
KMS Kharif Marketing Season

KPI Key Performance Indicators

KRCL Konkan Railway Corporation Limited

KYC Know Your Customer

LAF Liquidity Adjustment Facility

LC Letter of Credit

LCOH Levelised Cost of Hydrogen

LDCs Least Developed Countries

XX



LeadIT
LEADS
LFPR
LGSCATSS
LH&DC
LIC

LLP
LMT
LPG

LPI

LSA
LSBs
1LSDGs
LT-LEDS
LWE
M&A
MAHSR
MAS
MBBS
MCAs
MCLR
MDB
MeitY
MFI
MEN
MGNREGS
MI
MiCA
MICE
MIDH
MIS
MISS
MM
MMF
MMR
MMT
MoHFW
MoLE
MoSPI
MoU
MOVCDNER
MPC
MPI
MSDE
MSF

Leadership Group for Industry Transition

Logistics Ease Across Different States

Labour Force Participation Rate

Loan Guarantee Scheme for Covid Affected Tourism Service Sector
Livestock Health and Disease Control

Life Insurance Corporation

Limited Liability Partnership

Lakh metric tons

Liquified Petroleum Gas

Logistics Performance Index

Licensed Service Areas

Long Span Bridges

Localisation of Sustainable Development Goals
Long Term Low Emissions Development Strategy
Left Wing Extremism

Mergers and Acquisitions

Mumbai-Ahmedabad High Speed Rail

Monetary Authority of Singapore

Bachelor of Medicine and Bachelor of Surgery
Model Concession Agreements

Marginal Cost of Funds-Based Lending Rate
Multilateral Development Banks

Ministry of Electronics and Information Technology
Micro Finance Institutions

Most Favoured Nation

Mahatma Gandhi National Rural Employment Guarantee Scheme
Mission Indradhanush

Markets in Crypto Assets

Meetings, Incentives, Conference, Exhibitions
Mission for Integrated Development of Horticulture
Management Information System

Modified Interest Subvention Scheme

Money Multiplier

Man-Made Fibre

Maternal Mortality Ratio

Million Metric Tonne

Ministry of Health and Family Welfare

Ministry of Labour and Employment

Ministry of Statistics and Programme Implementation
Memorandum of Understanding

Mission Organic Value Chain Development for North Eastern Region
Monetary Policy Committee

Multidimensional Poverty Index

Ministry of Skill Development and Entreprencurship
Marginal Standing Facility

Xxi



MSH
MSME
MSMED Act
MSP

MT
MTOE
MTPA
MUDRA
MVT
MW
NABARD
NaBFID
NADCP
NAFCC
NAIS
NAP
NAPCC
NAPS
NASDAQ
NASSCOM
NBC
NBFC
NCAER
NCF
NCGTC
NCGTC
NCQG
NCrF
NCS

NCS
NDC
NEEPCO
NEER
Ne-FMS
NEFT
NEP
NeSL
NFAP
NFHS
NFSA
NFSM
NGO
NHA
NHAI
NHB

MeitY Start-up Hub

Ministry of Micro, Small & Medium Enterprises

Micro, Small and Medium Enterprises Development Act
Minimum Support Price

Metric Tonnes

Million Tonnes of Oil Equivalent

Million Tonnes Per Annum

Micro Units Development & Refinance Agency

Medical Value Tourism

Mega Watt

National Bank for Agriculture and Rural Development
National Bank for Financing Infrastructure and Development
National Animal Disease Control Programme

National Adaptation Fund for Climate Change

National Agency for Information Society

National Afforestation Programme

National Action Plan on Climate Change

National Apprenticeship Promotion Scheme

National Association of Secutities Dealers Automated Quotations

National Association of Software and Services Companies
Net borrowing Ceiling

Non Banking Financial Companies

National Council of Applied and Economic Research
National Curriculum Framework

National Credit Guarantee Trustee Company
National Credit Guarantee Trustee Corporation
New Collective Quantified Goal

National Credit Framework

National Career Service

Non-Convertible Securities

Nationally Determined Contribution

North Eastern Electric Power Corporation Limited
Nominal effective exchange rate

National Electronic Fund Management System
National Electronic Funds Transfer

National Education Policy

National e-Governance Services Limited

National Frequency Allocation Plan

National Family Health Survey

National Food Security Act

National Food Security Mission

Non-Government Organisation

National Health Account

National Highways Authority of India

National Housing Bank

xxii



NHEQF National Higher Education Qualification Framework

NHM National Health Mission

NHP National Health Policy

NHs National Highways

NIDHI National Integrated Database of Hospitality Industry
NIDHI National Initiative for Developing and Harnessing Innovations
NII Net Interest Income

NINL Neelachal Ispat Nigam Limited

NIP National Infrastructure Pipeline

NIT National Institute of Technology

NITI National Institution for Transforming India
NL New lines

NLEM National List of Essential Medicines

NLM National Livestock Mission

NLP National Logistics Policy

NLP-Marine National Logistics Portal-Marine

NMC National Medical Commission

NMMS National Mobile Monitoring Software
NMP National Monetisation Pipeline

NMR Neonatal Mortality Rate

NNPA Net Non-Performing Asstes

NOC No Objection Certificate

Non-SED Non- Sovereign External Debt

NPA Non-Performing Asset

NPCC National Projects Construction Corporation Limited
NPCI National Payment Corporation of India
NPCIL National Payments Corporation of India International
NPISHs Households and non-profit

NPPA National Pharmaceuticals Pricing Authority
NPPP National Pharmaceuticals Pricing Policy
NPS National Pension Scheme

NRCP National River Conservation Plan

NRI Non-Resident Indians

NRLM National Rural Livelihood Mission

NSAP National Social Assistance Programme
NSE National Stock Exchange

NSO National Statistical Office

NSP National Scholarship Portal

NSQF National Skills Qualification Framework
NSS National Sample Survey

NSS-EUS NSS Employment Unemployment Survey
NSWS National Single Window System

NTBs Non-tatiff bartiers

NTCA National Tiger Conservation Authority
NWs National Waterways

xxiii



OCB
OcCC
OCEN
OC-MIS
ODF
ODL
ODOP
OD-OP
OECD
OEM
ONDC
ONGC
ONORC
OOPE
OPEC
Opex
OSAT
PA
PACS
PAT
PAT
PBE
PCA
PCR
PCS
PDCs
PDMC
PDS

PE

PE

PFC
PFCE
PFRDA
PFRDA
PHC
PIB
PIBOs
PKVY
PLFS
PLI
PLISFPI
PM CARES
PM MITRA
PM SHRI
PM SVANidhi

Overseas Corporate body

Office of the Comptroller of the Currency

Open Credit Enablement Network

OxyCare Management Information System

Open Defecation Free

Open and Distance Learning

One District One Product

One District — One Product

Organisation of Economic Cooperation and Development
Original Equipment Manufacturers

Open Network for Digital Commerce

Oil and Natural Gas Corporation

One Nation One Ration Card

Out-of-Pocket Expenditure

Organisation of the Petroleum Exporting Countties
Operating Expenditure

Outsourced Semiconductor Assembly and Test

Provisional Actual

Primary Agriculture Credit Societies

Profit After Tax

Perform, Achieve and Trade

Postal Bill of Export

Prompt Corrective Action

Provisioning Coverage Ratio

Port Community System

Project Development Cells

Public Debt Management Cell

Public Distribution System

Private Equity

Provisional Estimates

Power Finance Corporation

Private Final Consumption Expenditure

Pension Fund Regulatory Development Authority

Pension Fund Regulatory and Development Authority
Primary Health Center

Press Information Bureau

Producers, Importers, and Brand Owners

Paramparagat Krishi Vikas Yojana

Periodic Labour Force Survey

Production Linked Incentive

Production Linked Incentive Scheme for Food Processing Industry
Prime Minister’s Citizen Assistance and Relief in Emergency Situations
Prime Minister Mega Integrated Textile Region and Apparel
Pradhan Mantri Schools for Rising India

Pradhan Mantri Street Vendor’s Aatmanirbhar Nidhi Scheme

XXIV



PMAY-G
PMAY-U
PMBJKs
PMBJP
PMEAC
PMFBY
PMFME
PMG
PMGKAY
PMGKY
PMGSY
PMI
PMJBY
PMJDY
PMJJBY
PM-KISAN
PMKK
PMKSY
PM-KUSUM
PMKVY
PMMSY
PMMVY
PMP

PM-

SAUBHAGYA

PMSBY
PMSSY
PM-SYM
PMUY
PMVVY
POL
POSHAN
PPAC
PPP

pPPP
PPPAC
PRASHAST
PRIs

PSA

PSBs

PSE

PSL

PSU

PV

PVBs

Pradhan Mantri Awaas Yojana —Gramin
Pradhan Mantri Awas Yojana-Urban

Pradhan Mantri Bhartiya Janaushadhi Kendras
Pradhan Mantri Bhartiya Janaushadhi Pariyojana
Prime Minister’s Economic Advisory Council
Pradhan Mantri Fasal Bima Yojana

Prime Minister’s Formalisation of Micro Food Processing Enterprises
Project Monitoring Group

Pradhan Mantri Garib Kalyan Anna Yojana
Pradhan Mantri Garib Kalyan Yojana

Pradhan Mantri Gram Sadak Yojana

Purchasing Managers Index

Pradhan Mantri Jeevan Jyoti Bima Yojana
Pradhan Mantri Jan Dhan Yojana

Pradhan Mantri Jeevan Jyoti Bima Yojana
Pradhan Mantri Kisan Samman Nidhi
Pradhan Mantri Kaushal Kendra

Pradhan Mantri Kisan SAMPADA Yojana
Pradhan Mantri Kisan Urja Suraksha evam Utthaan Mahabhiyan
Pradhan Mantri Kaushal Vikas Yojana

Pradhan Mantri Matsya Sampada Yojana
Pradhan Mantri Matru Vandana Yojana

Phased Manufacturing Plan

Pradhan Mantri Sahaj Bijli Har Ghar Yojana

Pradhan Mantri Suraksha Bima Yojana

Pradhan Mantri Swasthya Suraksha Yojana
Pradhan Mantri Shram Yogi Maan-Dhan
Pradhan Mantri Ujjwala Yojana

Pradhan Mantri Vaya Vandana Yojana
Petroleum, oil and lubricants

Prime Minister’s Overarching Scheme for Holistic Nutrition
Petroleum Planning and Analysis Cell

Public Private Partnership

Purchasing Power Parity

Public Private Partnership Appraisal Committee
Pre Assessment Holistic Screening Tool
Panchayati Raj Institutions

Pressure swing adsorption

Public Sector Banks

Public Sector Enterprises

Priority Sector Lending

Public Sector Undertaking

Photovoltaic

Private Sector Banks

XXV



PWPs

QE

QES
QFSA

QIP

R&D
RAFTAAR
RAMP Scheme
RBI

RCB
RCEP

RCS

RDC

RE

REC

REE
REER
REIT
REITSs
RERA

RevPAR
RFID
RFP
RFQ
RGSA
RHS
RIC
RKM
RKVY
RMNCAH+N
RMS
RNFC
ROA
RoDTEP
ROE
RoSCTL
ROT
RoW
RPL
RPO
RSETI
RTAs
RTE
RTGS

Plastic Waste Processors

Quarter Ending

Quarterly Employment Survey

Qatar Financial Services Authority

Qualified Institutional Placement

Research and Development

Remunerative Approaches for Agriculture and Allied Sectors Rejuvenation
Raising and Accelerating MSME Performance Scheme
Reserve Bank of India

Reducing the Compliance Burden

Regional Comprehensive Economic Partnership Agreement
Regional Connectivity Scheme

Research & Development Cell

Revised Estimates

Rural Electrification Corporation

Rare Earth Elements

Real Effective Exchange Rate

Real Estate Investment Trusts

Real Estate Investment Trusts

Real Estate Regulation Act

Real Estate (Regulation and Development) Act
Revenue per Avaiable Room

Radio Frequency Identification Device

Request for Proposal

Request for Qualification

Rashtriya Gram Swaraj Abhiyan

Right hand Side

Road and Infrastructure Cess

Route Kilometres

Rashtriya Krishi Vikas Yojana

Reproductive, Maternal, New-born, Child , Adolescent Health Plus Nutrition

Rabi Marketing Season

Route Navigation Facility Charges

Return on Assets

Remission of Duties and Taxes on Exported Products
Return on Equity

Rebate of State and Central Taxes and Levies
Rehabilitate-Operate-Transfer

Right of Way

Recognition of Prior Learning

Renewable Purchase Obligation

Rural Self Employment Training Institutes
Regional Trading Arrangements

Right to Education

Real-Time Gross Settlement

XXVi



RWASs Risk Weighted Assets

S&P Standard and Poor

SAATHI System for Assessment, Awareness, and Training for Hospitality Industry
SAMARTH Smart Advanced Manufacturing and Rapid Transformation Hubs
SARFAESI Securitization and Reconstruction of Financial Assets and Enforcement of Securities Interest
SBI State Bank of India

SBI Subsidiary Body for Implementation

SBM(G) Swachh Bharat Mission — Grameen

SBSTA Subsidiary Body for Scientific and Technological Advice

SCBs Scheduled Commercial Banks

SCCL Singareni Collieries Company Limited

SCs Sub centres

SDF Standing Deposit Facility

SDGs Sustainable Development Goals

SDLs State Development Loans

SDRs Special Drawing Rights

SEBI Securities and Exchange Board of India

SECC Socio Economic and Caste Census

SED Sovereign External Debt

SG1Bs Sovereign Green Bonds

SGRC State Level Grievance Redressal Committee

SGST State Goods and Services Tax

SHCs Sub Health Centres

SHG Self-Help Groups

SHG-BLP SHG Bank Linkage Project

SHGs Self-help groups

SIAM Society of Indian Automobile Manufacturers

SIDS Small Island Developing States

SIP-EIT Support for International Patent Protection in E&IT

SMAF Sub-Mission on Agro-forestry

SMAM Sub Mission on Agtricultural Mechanisation

SMEs Small and Medium Enterprises

SoP Standard Operating Procedures

SPECS Scheme for Promotion of Manufacturing of Electronic Components and Semiconductors
SPI Strengthening the Pharmaceutical Industry

SPSE State Public Sector Enterprises

SRF Special Refinance Facility

SRS Sample Registration System

SSBs Standard-Setting Bodies

SSS Securities Settlement System

ST Scheduled Tribe

STARS Strengthening Teaching-Learning and Results for States

STT Short Term Training

SVAMITVA Survey of Villages and Mapping with Improvised Technology in Village Areas
SVEP Start-Up Village Entrepreneurship Programme

XXVil



SWIFT
TAT
T-Bills
TDGVA
TDS
TEDs
THDC
THE
TIDE
TKM
TNLC
TOT

TR
TRAI
TReDS
TRIFED
TTS
U5MR
UAE
UDAN
UDISE
UGC
UIDAI
UIP

UK
UMANG
UNCTAD
UNDP
UNFCCC
UNICEF
UNWTO
UPI

UR

US Fed
USA
USOF
UTs

VA
VASP
VAT

VC

VDA
VGF
VIP

VIX

Single Window Interface for Trade

Turn Around Time

Treasury Bills

Tourism Direct Gross Value Added

Tax Deducted at Source

Technical Expert Dialogues

Tehri Hydro Development Corporation Limited

Total Health Expenditure

Technology Incubation and Development of Entrepreneurs
Track Kilometres

Terminal Navigational Landing Charges
Toll-Operate-Transfer

Trade Repositories

Telecom Regulatory Authority of India

Trade Receivables Discounting System

Tribal Cooperative Marketing Development Federation of India Limited
Travel and Tourism Stakeholders

Under Five Mortality Rate

United Arab Emirates

Ude Desh ka Aam Nagrik

Unified District Information System for Education
University Grants Commission

Unique Identification Authority of India

Universal Immunisation Programme

United Kingdom

Unified Mobile Application for New Age Governance
United Nations Conference on Trade and Development
United Nation Development Programme

United Nations Framework Convention on Climate Change
United Nations International Children’s Emergency Fund
United Nations World Tourism Organisation

Unified Payment Interface

Unemployment rate

US Federal Reserve

United States of America

Universal Service Obligation Fund

Union Territories

Virtual Asset

Virtual Asset Service Provider

Value Added Tax

Venture Capital

Virtual Digital Assets

Viability Gap Funding

Ventilated Improved Pit

Volatility Index

xxviil



VOs
VRR
WACR
WADTDR
WALR
WEO
WHO
WPI
WPR
WTO
YoY
ZBNF

Village Organisations

Variable Repo Rate

Weighted Average Call Rate
Weighted Average Domestic Term Deposit Rate
Weighted Average Lending Rate
World Economic Outlook
World Health Organisation
Wholesale Price Index

Worker population ratio

World Trade Organisation
Year-on-Year

Zero-Budget Natural Farming

XXIX



XXX



LIST OF TABLES

Table No. Title Page No.
L1 Global economic challenges led to a downward revision in growth forecast across 7
countries
1.2 Core Debt of most major economies except India is higher as compared to 2008 8
II.1 Occurrence, number of people affected and damages of droughts in India between 2000 27
and 2002
1.2 Snapshot on decriminalisation of offences under the Companies Act, 2013 32
1.3 A parallel between the periods: 1998-2002 and 2014-2022 38
1.1 Stable performance of the UnionGovernment fiscal indicators from April to November 44
2022
1.2 Buoyant Union Government taxes from April to November 2022 45
1.3 Trends in Non-tax Revenue of Union Government 49
1.4 Centre’s Capital expenditure focussed on infra-related sectors 51
115 Major Items of Revenue Expenditure by Union Government 52
II1.6 Details of transfers from Centre to States (other than devolution to States) 56
1.7 Allocation of grants to the State Governments as recommended by the 15th FC 56
II1.8 Details of Scheme for Special Assistance to States for Capital Investment for FY23 60
1.9 Debt Position of Union Government (in < lakh crore) 62
V.1 YoY Growth in monetary aggregates (in per cent) 81
v.2 Transmission to lending and deposit rates across bank groups 84
v3 Category-wise Share (Per cent) of Total Outright Trading Activity in G-Secs* 85
v4 Rescue of distressed assets as on 30th September (Amount in R crore) 93
Iv.s Amount recovered by SCBs through various channels (Amount in X crore) 94
Iv.6 Resource Mobilisation from the Primary Market 95
V.7 India outperformed its peers during FY23 (April-December) 96
V.8 Share of Individual Investors in Equity Cash Segment Turnover declined 99
Iv.9 Demat Accounts witnessed a sharp increase in FY22 99
Iv.10 Turnover in equity, commodity and currency derivatives increased 99
V.11 AuM of the mutual funds industry increased 100
v.12 Equity-oriented schemes witnessed net inflows 100
V.13 Assets under Custody for FPIs increased 101
Iv.14 Net investments by FPI registered outflows 101
V.15 Trends in Total Portfolio Flows to Select Markets (US$ billion) 102
Iv.16 Government Insurance schemes and progress 111
V.17 Performance of India’s Pension Sector 114
\'Al Average Annual Retail Inflation Based on CPI-C (per cent) (base: 2012=100) 120
V.2 Average Annual Wholesale Inflation Based on WPI (per cent) (Base: 2011-12=100) 130
V.3 Monetary Policy Statements — Tightening Monetary Policy 138
VL1 Trends in social services expenditure by General Government (Combined Centre and 148
States)
VI.2 India’s position and trends in the Global HDI 2021 149
VI3 Status of Rules by States/UTs under the four Labour Codes 154
V1.4 Employment trends as per usual status 158

XXX1



Table No.
VLS5
V1.6
V1.7
VI8
VI.9
VI.10
VI.11
VI.12
VI.13
VI.14
VI.15
VI.16

VIL.17
VLI18
VL19
VI.20
VI.21
VI.22
IX.1
IX.2
IX.3
XI.1
XI1.2
X1.3
XI1.4
XIIL.1
XIL.2
XIL.3

Title

Employment trends as per current weekly status

Sector-wise estimated number of workers as per QES

Sector-wise distribution of workers according to terms of employment as per QES
EPFO payroll data for main industries across all age groups

School Gross Enrolment Ratios

School dropout rates

Trends in number of recognised schools

Improving school infrastructure

Students’ enrolment in higher education

Number of teachers in higher education institutions

Distribution of persons who received formal vocational/technical training

Sector-wise percentage of estimated establishments imparting formal skill development
training and on the job training

Improvement in health-related indicators

Trends in mortality indicators

Progress in health infrastructure

Quality of rural lives — findings from the National Family Health Survey
Progress under DAY-NRLM

Progress under MGNREGS

Growth and Share of Industrial Components (in Per cent)

Growth in Manufacturing Sectors (Per cent, YoY)

Growth in credit deployed in Industry Subsegments (Per cent, YoY)
Key aspects of India’s trade (Calendar year-wise)

Resilient performance of Services Trade

External Debt Outstanding

India’s Key External Debt Indicators: A snapshot of stability
Infrastructure Capital Expenditure on Railways has seen a tremendous boost
All India Installed Capacity Mode-Wise (GW)

All India Gross Electricity Generation Mode-Wise (GWh)

XXXl

Page No.
159
166
167
170
175
176
176
177
180
181
183
183

186
187
191
202
204
205
261
268
270
315
319
337
338
354
359
359



Chart No.
I.1

I.2a
1.2b

I.3a
1.3b
L.4a
1.4b
L5

1.6
1.7
1.8a
1.8b
L9
I.10a
1.10b
111
1.12
I.13
1.14
1.15
1.16
117
1.18
I.19A
1.19B
1.20
1.21
1.22
1.23
1.24
1.25
1.26
1.27
1.28
1.29
1.30
1.31
1.32
1.33

LIST OF CHARTS

Title

Sharp rise in commodity prices due to the Russia-Ukraine conflict; prices yet to reach

pre-conflict levels
Inflation stays high, driven by high food and energy prices: Advanced Economies

Inflation stays high, driven by high food and energy prices: Emerging Market
Economies

Financial Conditions Tighten: Advanced Economies
Financial Conditions Tighten: Emerging Market Economies
10-year Bond Yield in AEs

10-year Bond Yield in EMEs

The Federal Funds Rate was raised by a cumulative 425 basis points since Jan 2022
leading to capital flight from EMEs and AEs

Global Composite PMI in the contractionary zone since August 2022
YoY growth in retail sales, industrial production and trade falling
China’s Industrial Production Growth (YoY) declining

China’s Retail Sales Growth (YoY) moderating

Economic growth remains resilient

YoY growth of Real GVA components

Share of Real GDP components

CPI Inflation eased back to RBI’s target range

Indian Rupee performed well compared to other EMEs

Widened Current Account Deficit

Adequate foreign exchange reserves to finance CAD

Declining shipping freight cost as trade slows

Share of export in GDP expands, despite global slowdown

India growth projections by various agencies for FY23

Enhanced capacity utilisation and business sentiments

Private consumption highest since FY'15 across H1

Improving consumer confidence

Growth in bank credit to housing complimenting falling household inventory
Total capital expenditure grew at an average rate of 13.3% during FY12 and FY23
Capex doubled in the past five years

Private investment remains upbeat in HI FY23

Buoyant tax collections (April-November)

Limited growth in revenue expenditure

Double-digit growth in Bank Credit to MSMEs

Declining SCB’s GNPA Ratio

Provisioning Coverage Ratio

Rising Corporate Bond yields

Moderation in Private Placements of Corporate Bonds

Higher interest/hedging costs made ECBs and FCCBs less attractive source of funds

Inflation Expectations Anchoring
Urban Unemployment Rate at four-year low

xXxxiil

Page No.
4

~

AN N N

18
19
20



Chart No.
1.34
1.35
1.36
1.37
1I.1

1.2
Ir.3
IL.4
IL5
I1.6
1.7
IL.8
1.9
II.10
IL.11
III. 1
1.2
1.3
1.4

1.5
1.6
IIL.7
1.8
1.9

I11.10

II.11
I1.12
.13
111.14
1115
I1.16
11.17
II.18
1I1.19

V.1
IV.2a
IV.2b
IV.3a
IV.3b

Title
GST paid by MSMEs in FY22 crossed the pre-pandemic level
ECLGS aided MSME:s in improving their asset quality
Improvement in Rural Welfare Indicators
Slowdown in global economic growth and trade

Foreign Direct Investment to India- Increased after the impetus to investment
liberalisation in 2000-2003

Gross Fiscal Deficit (centre and states combined) (% of GDP)

Growth in Non-Food Credit by Scheduled Commercial Banks

Monthly Foreign Direct Investment came down (1998)

Trends in the NASDAQ Composite index (Dot-Com Bubble crisis)
Underlying framework for Reforms for a New India

Union government’s capital expenditure as a per cent of GDP on the rise
Developments in critical Infrastructure Capacity

Rising average monthly gross GST collection

Structural shift in the Gross FDI/GDP during 2014-15

Quarterly Credit to GDP Gap remained negative for most of the 2010s
Trends in Union government deficits over the years- On the way to fiscal consolidation
Government on track to achieve the Fiscal deficit target for FY23
Composition of tax profile of Union Government (FY23 BE)

Growth in Centre’s direct taxes are higher than their corresponding longer-term
averages during the period April to November

High YoY growth in cumulative Gross GST collections from April to December
Continued momentum in monthly Gross GST collections over the years

Figure I11.7: Increasing Union Government capital expenditure to GDP ratio
Rising share of Capital Expenditure in Total Expenditure of the Union Government

High growth in capital expenditure of the Union Government during the April-
November period

High-interest payments as a per cent of receipts to be brought down through varied
initiatives for resource mobilisation

Consolidation of States’ Deficits as per cent of GDP

Lower States’ Fiscal deficit during April-November

Increase in primary balance as a per cent of GDP by some countries

Moderating Union Government’s Debt-GDP ratio after the pandemic induced-spike
Proportion of external liability in public debt (FY22)

Elongation of the maturity profile of Outstanding Dated Union Government Securities
General Government liabilities to GDP ratio come off their peak attained in FY21
Growth-interest rate differential for India

Comparing General Government debt to GDP ratio in 2005 with 2021 across the
countries

Policy Rates

Declining YoY growth of broad money

Converging Money Multiplier (MM) measures

Gradual withdrawal of surplus liquidity

Overnight call money rates now trending well inside LAF corridor

XXXIV

Page No.
20
20
21
22
26

26
26
27
27
28
29
30
33
35
37
43
43
46
46

47
47
50
50
50

53

55
55
61
62
63
63
64
65
65

80
81
81
82
82



Chart No.
Iv4
Iv.5
IV.6a

IV.6b
Iv.7
Iv.8

1V.9a

IV.9b

Iv.10

V.11

V.12

V.13

V.14

IV.15

V.16
Iv.17
IV.18
V.19
V.20
v2l
v.22

Iv.23

1v.24
IV.25a
IV.25b
IV.26a
IV.26b
V.1
V.2
V.3
V4
V.5
V.6
V.7
V.8
V.9
V.10
V.11
V.12
V.13
V.14

Title
Transmission to domestic lending and deposit rates picking up
G-sec yields easing since July, with decline in oil prices and global bonds
Declining SCB’s GNPA Ratio
Provisioning Coverage Ratio
Broad-based improvement in the GNPA ratio
Capital Adequacy Ratio well above the requirement norms
ROE- Annualised
ROA-Annualised
Non-Food Bank credit growth in double digit since April 2022
Broad-based growth in sectoral non-food Bank credit
Increasing credit disbursed to and by NBFCs
Declining GNPA ratio: Improvement in Asset quality of NBFCs across sectors
NBFCs Performance: Recouping RoA with robust capital position

Robust growth in credit disbursement by NBFCs across sectors with a slight
moderation in Industry

CIRPs status since inception (as on September 2022)
Sector-wise status of CIRPs (as on September 2022)

Sectoral break up of ongoing CIRPs in Manufacturing Sector
Sectoral break up of ongoing CIRPs in Services Sector
Indian Benchmark Indices witnessed swift recovery

India VIX witnessed declining trend

Annualised Volatility in Indian Indices during FY23 (April-November) remained
relatively low

Nifty 50 stands expensive vis-a-vis the global markets, though, still lower as compared
to its own S-year average (2017-2021)

DII investments acted as a countervailing force to FPI outflows during recent years
Per cent Change in volume of Life-Insurance premiums in 2021

Per cent Change in volume of Non-Life Insurance premiums in 2021
Steady increase in Insurance Penetration

Significant rise in Insurance Density

Record Consumer Price Inflation in 2022 Calendar Year

High Consumer Price Inflation in Advanced Economies

Declining Food Inflation but Sticky Core Inflation

Retail Inflation Driven by ‘Food and Beverages’ Group

Retail Inflation in Major Groups/Sub-groups

Drivers of Food Inflation in FY23 — Vegetables, Cereals, Milk and Spices
Spike in Tomato Price and ‘Vegetables’ Inflation in FY23

Imported Inflation in Edible Oils

Import of Edible Oils

Moderating Retail Prices of Edible Oils

Urban and Rural Inflation

Higher Retail Inflation in Majority of States in FY23

Higher Rural Inflation in Most of States/UTs in FY23

Declining Core and Food Inflation

XXXV

Page No.
83
84
86
86
86
87
87
87
88
88
89
90
90
91

91
92
92
92
97
97
98

102
109
109
110
110
119
119
121
122
123
124
124
125
125
126
128
128
129
131



Chart No.
V.15
V.16
V.17
V.18
V.19
V.20
V.21
V.22
V.23
V.24
V.25
VI.1

VI.2
VI3
V1.4
VL5
VL6
VL7
VL8
VL9
VI.10
VI.11
VLI12
VI.13
VIL.14
VI.15
VI.16

VIL.17

VLI18

VL19

VI.20
VIL.1
VIIL.2

VIL3
VIL4
VILS

VIL6

Title
Drivers of Wholesale Inflation in FY23 — “Primary Articles” & “Fuel & Power”
Slackening Global Commodity Prices
Moderation in Crude Oil Prices
Convergence of Headline WPI Inflation with Headline CPI-C Inflation
Convergence in Core Inflation — CPI-C vs WPI
Convergence in Food Inflation — CPI-C vs WPI
Convergence Between CPI (Fuel & Power) and WPI (Fuel & Light) Inflation Rates
Convergence Between Retail and Wholesale Energy Inflation Rates
Business and Household Inflationary Expectations are Falling
HPI for Metro cities — Boom in ‘Ahmedabad’ and ‘Hyderabad’
Composite HPI for All-India — Recovering Housing Market

Trends in social service sector expenditure by General Government (Combined Centre
and States)

Cumulative registrations under e-Shram portal

Trends in broad employment status

Change in female labour force participation rate
Quarterly urban employment indicators

Estimated number of workers according to QES
Sector-wise share of total employment according to QES
Total persons engages in factories by States/UTs as per ASI
Trends in employment in factories as per ASI

Net addition of subscribers in the EPFO

Number of persons demanding work under MGNREGS
Number of projects under MGNREGS

Share of completed works under MGNREGS

Trends in rural wages

Total students’ enrolments in higher education

Government Health Expenditure and Out of Pocket Expenditure as per cent of Total
Health Expenditure

Social Security Expenditure and Private Health Insurance Expenditure as per cent of
Total Health Expenditure

Out of Pocket Expenditure as per cent of Total Health Expenditure -State-wise for
2018-19

Government Health Expenditure as per cent of Total Health Expenditure — State-wise
for 2018-19

Number of Covid-19 vaccinations
Net Zero Pledges of countries (the Year pledged is on top of the bars)

Progress on Eight National Missions of the NAPCC highlighting achievements across
various domains

Carbon stock in forests in India has been rising
Increasing Mangrove cover in India

Increasing installed Electricity Generation Capacity with a rising share of non-fossil
fuel-based capacity

Investment in Renewables in India since 2014

XXXVi

Page No.
131
132
134
135
135
136
136
137
137
140
141
147

155
159
160
165
166
166
168
168
170
171
172
172
174
180
188

189

189

189

195
217
221

224
225
226

226



Chart No.
VIIL.7
VIIL.8

VIL9
VIL.10
VIIL11
VIIL.12
VIIL.13
VIL.14
VIII.1
VIIIL.2
VIIL3
VIIL4
VIILS
VIIL.6
VIIL. 7

VIIL.8
VIIL9

VIII.10

IX.1
IX.2
IX.3
X4
IX.5
1X.6
IX.7
IX.8
IX.9a
IX.9b
IX.10
IX.11
IX.12
IX.13
IX.14
IX.15
IX.16
IX.17

IX.18
IX.19
IX.20

Title
Projected optimal mix of installed capacity for 2029-30

Projected fall of average CO2 emissions rate per kWh of electricity due to significant
additions in non-fossil fuel-based installed capacity

Salient Features of the National Green Hydrogen Mission

Falling Levelised Cost of Hydrogen (LCOH11) for green hydrogen
Concentration of production of selected minerals in 2019 and 2025

Status of Sovereign Green Bond issuances in 2021

Success story of tiger conservation efforts reflected in increased tiger count
Rising lion count over the years, driven by various conservation efforts
Despite Covid-19 shock agriculture & allied sector shows resilient growth
Crowding in of Private investment in agriculture

India’s Electricity Consumption in agriculture (Annual)

Sustained increase in Foodgrains Production in India (Million Tonnes)
Minimum Support Price for selected Kharif and Rabi Crops (Z/Quintal)
Continued Increase in Institutional Credit to Agriculture Sector (% lakh Crores)

Though the Crop sector is still the major contributor to agriculture GVA, the livestock
sector is catching up (in per cent)

Top ten states from Multi-State Cooperative Societies as on 20 October 2022

Allocation of Foodgrains under NFSA and Other Welfare Schemes in 2022-23 and as
of 1 January 2023 (LMT)

Total Food Subsidy released by the Government of India since 2014-15 (thousand
crore)

Private Investment gathers momentum

PMI Manufacturing remains in expansionary zone

Sub-indices of IIP growing at a healthy pace (Apr-Nov)

Steady Growth in Components of Index of Core Industries

GVA Construction (a proxy for construction output) constrained by Higher Rainfall
GVA Manufacturing slowing with build-up in stocks and elevated global uncertainty
Double-digit credit growth in Industry driven by MSMEs

Sector-wise FDI Equity Inflows in 2022-23 during April-September 2022

MSME share in exports

MSME Share in overall GVA and Manufacturing GVA

GST paid by MSMEs in FY22 crossed the pre-pandemic level

ECLGS aided MSME:s in improving their asset quality

Robust growth in Electronics Exports

Adequate Coal Production

Improving Coal Stock

Increasing Steel Production and Consumption (Apr-Dec)

A slight moderation in Iron and Steel Exports during FY23

Export of Textiles moderated, while there is an uptick in Readymade Garment exports
(April-Nov)

FDI Equity inflows in Textile yet to Recover

Strong growth in pharmaceutical exports

High inflow of FDI in the Pharma Sector

XXXVil

Page No.
227
227

228
229
230
232
239
239
244
244
245
245
246
247
252

254
257

258

263
266
266
266
267
267
269
271
272
272
274
274
275
278
278
279
279
280

280
281
281



Chart No.
IX.21
1X.22
1X.23
1X.24
IX.25
1X.26
1X.27

X.1
X.2
X.3
X.4
X.5
X.6
X.7

X.8
X.9
X.10
X.11

X.12
X.13
X.14

XI.1
XI1.2
X1.3
XIL.4
XI5
XIL.6
XL1.7
XI.8
XI.9
XI.10
XI.11
XI.12
XI.13
XI.14
XI.15

XI.16
XI.17
XIL.18
XIL.19

Title
Three PLI Schemes to boost Manufacturing Capacity in the Pharmaceutical Sector
Rising Automobile Sales
Moderation in Automobile exports amid weakening global demand
Rising Sales of auto components
Consumption Enhancing Incentive Schemes
Production Linked Incentive Schemes
24 Sub-Sectors under Make in India 2.0
Broad-based growth in the Services sector
The services sector witnessed strong growth momentum in Q2 of FY23
PMI Services remained in an expansionary zone despite geopolitical tensions
Credit offtake by the services sector registering double-digit growth since April 2022
Services Exports remained resilient amid geopolitical uncertainties
Hotel Occupancy Rate near the pre-pandemic level

Improvement in Average Daily Rate (ADR) and Revenue per Available Room
(RevPAR)

Foreign Tourist Arrivals (FTAs) in India are catching-up with the pre-pandemic levels
Sustained growth in Housing sales and launches, surpassing the pre-pandemic level
The decline in Inventory Overhang

Top Transparency Improvers in Global Real Estate Transparency Index between 2020
and 2022

Geographic distribution of IT-BPM exports (excluding hardware)
Segment-wise break-up of Revenues in FY22

Fashion, grocery, and general merchandise to capture nearly two-thirds of the Indian
e-commerce market by 2027

Growth in Global Merchandise Trade: Actual and Forecast

India’s Trade catching up with global trade levels

India’s Merchandise Exports

India’s Merchandise Imports

Trends in merchandise imports, exports, and trade balance
Accelerating trend in services trade

Current Account Balance: Magnitude and Composition

Current Account Balance as percentage of GDP: India vs Select Countries
Composition of Net Invisibles: Robust services and buoyant transfers
Top Remittance recipients of the World during 2022 (Estimated)
Capital Account Balance: Magnitude and Composition

Net Foreign Direct Investment

Net Foreign Portfolio Investment

Overall BoP Balance and Forex Reserves

Adequacy of India’s Forex Reserves (as a percentage of Annual Imports): A Cross-
country perspective

Exchange Rate of Indian Rupee vis-a-vis Major Currencies
Movement of Index of 6-Currency and 40-Currency NEER and REER
India’s net International Investment Position in end-September 2022
Debt ratios: Cross-country comparison for 2021

XXXViii

Page No.
281
282
282
283
283
284
285
293
294
294
295
296
299
299

299
302
302
303

304
304
306

314
315
316
317
318
319
326
327
327
328
328
329
329
330
330

334
334
335
338



Chart No.
XII.1

XIL.2

XIL.3
XIL.4
XIL5

XII.6
XIL.7

XIL8
XIL.9
XII.10
XII.11

Title

Quantity and quality of infrastructure and level of economic development across
countries are strongly correlated

Central Government has sharply increased Capital Expenditure in the last two
consecutive years™®

Status of Projects under NIP
Transportation sector dominates the NIP

National Highways/Road construction has increased since 2015-16, hitting
unprecedented levels in 2020-21

Tremendous increase in total budgetary support for investment in the road sector

Railways passenger as well as freight traffic have seen strong growth post Covid-19
period

Performance of the Indian aviation sector
Navigable Length of Waterways in Different States
Overall tele density, license service area wise

MyScheme portal provides information on schemes in three easy steps

XXXIX

Page No.
343

345

348
348
353

353
354

356
357
361
367



bl



Box No.
1.1
1I1.2
II1.3
1.4
1IL.5
V.1
Iv.2
V.1
V.2
V.3
V4
VI.1
V1.2
VI3
V1.4
VIS5
VI.6
V1.7
VI8
VI.9

VI.10
VI.11
VI.12
VI.13
VII.1
VIIL.2
VIL3
VIIIL.1
VIII.2
VIIIL.3
IX.1
1X.2
1X.3
1X.4
IX.5
X.1

X.2
X.3
X.4
X.5

LIST OF BOXES

Title
Maturing system of indirect tax collections
Major reforms in the Union budget over the last few years
GST and the flow of resources to states
Initiatives by the State Governments to improve their resources.
Sustained growth as the path to fiscal consolidation

Cross country analysis: Regulation of Cryptocurrency

GIFT IFSC - Emerging as a Preferred Jurisdiction for International Financial Services

Measures to Contain inflation in Essential Food Commodities

Measures to Contain Inflation in Input Prices

How is the Current Inflation Different from the 1970s?

NHBs Support to the Housing Finance Sector (HFC)

UNDP Multidimensional Poverty Index 2022

Measurement issues in Female Labour Force Participation Rate

Role of Self-Help Groups in Women’s Empowerment

National Career Service Project

Akhil Bharatiya Shiksha Samagam

Progress of Skill India Mission

Progress under Ayushman Bharat

National Deworming Day: Grabbing the Low Hanging Fruits in Child Health
Health- a narrative on dedicated Covid infrastructure

Co-WIN: A successful digital story of vaccination to tell

Achievements under MGNREGA

Jal Jeevan Mission as an instrument of public health

Progress in Direct Benefit Transfer Scheme

India’s updated Nationally Determined Contribution (NDC)

Critical Minerals-Key to Green Transition

Project Cheetah

Pradhan Mantri Fasal Bima Yojana (PMFBY)

International Year of the Millets-Our Traditional Staple and a Healthier Alternative
New National Cooperation Policy

Unfolding of Private Capital Investment Cycle

FDI Policy Reforms to bolster Investment

Incentives to encourage semiconductor manufacturing in the US and India
Shipbuilding Sector: Achieving Self Reliance and Promoting Make in India
‘Flipping and Reverse Flipping: the recent developments in Start-ups’

Initiatives in the Insurance Sector by the Insurance Regulatory and Development
Authority of India (IRDAI) in FY23

Making India an attractive tourist destination

Measures taken by the Government to boost the Housing sector

Major growth drivers in the IT-BPM Industry

Account Aggregator Framework: Transforming India’s Financial Services

xli

Page No.
47
53
56
60
66
103
106
126
133
138
141
150
160
162
173
182
184
192
193
195
198
205
208
213
222
229
238
249
251
254
263
271
275
286
287
297

300
301
304
308



Box No. Title Page No.

X.6 Dematerialisation of documents: The next wave of digitisation 309
XI.1 Free Trade Agreements 324
XI.2 Adequacy of foreign exchange reserves 331
XII.1 Logistics Ease Across Different States 350
XI1.2 Major initiatives of the Indian Railways 355
XIL.3 Inland Vessels Act 2021 358
XIL.4 Lessening the Rural-Urban Digital Divide 361
XIL.5 Radio - the waves that connected .. !! 365

XIL.6 Unified Payments Interface - The game changer in real-time payments! 369

xlii



STATE OF THE ECONOMY O 1
2022-23: RECOVERY
COMPLETE

CHAPTER

In general, global economic shocks in the past were severe but spaced out in time. This
changed in the third decade of this millennium. At least three shocks have hit the global
economy since 2020. It all started with the pandemic-induced contraction of the global
output, followed by the Russian-Ukraine conflict leading to a worldwide surge in inflation.
Then, the central banks across economies led by the Federal Reserve responded with
synchronised policy rate hikes to curb inflation. The rate hike by the US Fed drove capital
into the US markets causing the US Dollar to appreciate against most currencies. This led
to the widening of the Current Account Deficits (CAD) and increased inflationary pressures
in net importing economies. The rate hike and persistent inflation also led to a lowering of
the global growth forecasts for 2022 and 2023 by the IMF in its October 2022 update of
the World Economic Outlook. The frailties of the Chinese economy further contributed to
weakening the growth forecasts. Slowing global growth apart from monetary tightening
may also lead to a financial contagion emanating from the advanced economies where the
debt of the non-financial sector has risen the most since the global financial crisis. With
inflation persisting in the advanced economies and the central banks hinting at further
rate hikes, downside risks to the global economic outlook appear elevated.

The Indian economy, however, appears to have moved on after its encounter with the
pandemic, staging a full recovery in FY22 ahead of many nations and positioning itself to
ascend to the pre-pandemic growth path in FY23. Yet in the current year, India has also
faced the challenge of reining in inflation that the European strife accentuated. Measures
taken by the government and RBI, along with the easing of global commodity prices, have
finally managed to bring retail inflation below the RBI upper tolerance target in November
2022. However, the challenge of the depreciating rupee, although better performing than
most other currencies, persists with the likelihood of further increases in policy rates by
the US Fed. The widening of the CAD may also continue as global commodity prices
remain elevated and the growth momentum of the Indian economy remains strong. The
loss of export stimulus is further possible as the slowing world growth and trade shrinks
the global market size in the second half of the current year.

Despite these, agencies worldwide continue to project India as the fastest-growing major
economy at 6.5-7.0 per cent in FY23. These optimistic growth forecasts stem in part
from the resilience of the Indian economy seen in the rebound of private consumption
seamlessly replacing the export stimuli as the leading driver of growth. The uptick in
private consumption has also given a boost to production activity resulting in an increase
in capacity utilisation across sectors. The rebound in consumption was engineered by the
near-universal vaccination coverage overseen by the government that brought people
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back to the streets to spend on contact-based services, such as restaurants, hotels,
shopping malls, and cinemas, among others. The worlds second-largest vaccination
drive involving more than 2 billion doses also served to lift consumer sentiments that may
prolong the rebound in consumption. Vaccinations have facilitated the return of migrant
workers to cities to work in construction sites as the rebound in consumption spilled over
into the housing market. This is evident in the housing market witnessing a significant
decline in inventory overhang to 33 months in Q3 of FY23 from 42 months last year.

The Capital Expenditure (Capex) of the central government, which increased by 63.4 per
cent in the first eight months of FY23, was another growth driver of the Indian economy
in the current year, crowding in the private Capex since the January-March quarter of
2022. On current trend, it appears that the full year's capital expenditure budget will be
met. A sustained increase in private Capex is also imminent with the strengthening of the
balance sheets of the Corporates and the consequent increase in credit financing it has
been able to generate. A much-improved financial health of well-capitalised public sector
banks has positioned them better to increase the credit supply. Consequently, the credit
growth to the Micro, Small, and Medium Enterprises (MSME) sector has been remarkably
high, over 30.6 per cent, on average during Jan-Nov 2022, supported by the extended
Emergency Credit Linked Guarantee Scheme (ECLGS) of the Union government. The
increase in the overall bank credit has also been influenced by the shift in borrower's
funding choices from volatile bond markets, where yields have increased, and external
commercial borrowings, where interest and hedging costs have increased, towards banks.
If inflation declines in FY24 and if real cost of credit does not rise, then credit growth is
likely to be brisk in FY24.

India’s economic growth in FY23 has been principally led by private consumption and
capital formation. It has helped generate employment as seen in the declining urban
unemployment rate and in the faster net registration in Employee Provident Fund. Still,
private capex soon needs to take up the leadership role to put job creation on a fast
track. Recovery of MSME:s is proceeding apace, as is evident in the amounts of Goods
and Services Tax (GST) they pay, while the Emergency Credit Linked Guarantee Scheme
(ECGLS) is easing their debt servicing concerns. The Mahatma Gandhi National Rural
Employment Guarantee Scheme (MGNREGS) has been directly providing jobs in rural
areas and indirectly creating opportunities for rural households to diversify their sources
of income generation. Schemes like PM-Kisan and PM Garib Kalyan Yojana have helped
in ensuring food security in the country, and their impact was also endorsed by the
United Nations Development Programme (UNDP)!. The results of the National Family
Health Survey (NFHS) also show improvement in rural welfare indicators from FY16
to FY20, covering aspects like gender, fertility rate, household amenities, and women
empowerment.

Global growth has been projected to decline in 2023 and is expected to remain generally
subdued in the following years as well. The slowing demand will likely push down global
commodity prices and improve India’s CAD in FY24. However, a downside risk to the
Current Account Balance stems from a swift recovery driven mainly by domestic demand

1 https://www.undp.org/publications/addressing-cost-living-crisis-developing-countries-poverty-and-vulnerability-projections-and-policy-
responses
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and, to a lesser extent, by exports. The CAD needs to be closely monitored as the growth
momentum of the current year spills over into the next. Growth is expected to be brisk in
FY24 as a vigorous credit disbursal, and capital investment cycle is expected to unfold in
India with the strengthening of the balance sheets of the corporate and banking sectors.
Further support to economic growth will come from the expansion of public digital
platforms and path-breaking measures such as PM GatiShakti, the National Logistics
Policy, and the Production-Linked Incentive schemes to boost manufacturing output.

The global economy battles through a unique set of challenges

1.1 Inthe last century, several events can be recollected that have had an adverse impact on the
global economy. The two world wars are still vivid in public memory, along with the Spanish flu
and the great depression. Regional conflicts have been several, as also intermittent oil shocks.
The previous millennium closed with the East Asian crisis, and the new millennium in its first
decade opened with the technology bust, followed several years later by the global financial
crisis. The second decade, apart from minor episodes of the taper tantrum and growing trade
tensions between the super-powers, had gone relatively incident-free globally, although Europe
had its moments of stress during the decade. Before the third decade of the new millennium
commenced, incidents of global economic turbulence were generally spaced out, allowing
economies breathing time to recover before preparing for the next challenge.

1.2 The Covid-19 pandemic (‘pandemic’ hereinafter) notified by the WHO in January 2020
was the first challenge of the third decade that hit global growth. Two years later, as the global
economy was recovering from the pandemic-induced output contraction, the Russia-Ukraine
conflictbroke outin February 2022, triggering a swing in commodity prices and, thus, accelerating
existing inflationary pressures. This posed the second challenge. Soon after, the third challenge
emerged when nations undertook monetary tightening to rein in inflation causing growth to
weaken. Monetary tightening also drove capital flows to safe-haven US markets, contributed
to rising sovereign bond yields, and depreciation of most currencies against the US dollar. The
consequent increase in borrowing costs also stressed high levels of public and private debt,
threatening the financial system. Faced with the prospects of global stagflation, nations, feeling
compelled to protect their respective economic space, slowed cross-border trade, which posed
the fourth challenge to growth. All along, the fifth challenge was festering as China experienced
a considerable slowdown induced by its policies. The sixth medium-term challenge to growth
was seen in the scarring from the pandemic brought in by the loss of education and income-
earning opportunities. A simultaneous occurrence of several challenges to growth is perhaps
unprecedented. Like the rest of the world, India, too, faced this extraordinary set of challenges
but withstood them better than most economies.

1.3 Global economic recovery was well on track until the Russia-Ukraine conflict broke out
in February 2022. The conflict has now continued for almost a year, disrupting the restoration
of the supply chains disrupted earlier by lockdowns and limited trade traffic. In the last eleven
months, the world economy has faced almost as many disruptions as caused by the pandemic
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in two years. The conflict caused the prices of critical commodities such as crude oil, natural
gas, fertilisers, and wheat to soar. This strengthened the inflationary pressures that the global
economic recovery had triggered, backed by massive fiscal stimuli and ultra-accommodative
monetary policies undertaken to limit the output contraction in 2020. Inflation in Advanced
Economies (AEs), which accounted for most of the global fiscal expansion and monetary easing,
breached historical highs. Rising commodity prices also led to higher inflation in the Emerging
Market Economies (EMEs), which otherwise were in the lower inflation zone by virtue of their
governments undertaking a calibrated fiscal stimulus to address output contraction in 2020.

Figure I.1: Sharp rise in commodity prices due to the
Russia-Ukraine conflict; prices yet to reach pre-conflict levels
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1.4 Central banks, which were slow to react to price pressures building up during the nascent
recovery from the pandemic, regarded them as transient only to realise, belatedly, the necessity
and the inevitability of a strong monetary policy response. Led by the US Federal Reserve, central
banks have been hiking policy rates and rolling back liquidity to rein in inflation synchronously.
The pace of this tightening cycle has been rapid — the Federal Reserve’s pace of rate hikes is
the quickest since the inflationary episode of the 1970s, with the central bank having raised
interest rates by 425 basis points since March 2022. As the impact of monetary policy actions
is felt with a lag, inflation rates remained stubbornly high during the early phase of the rate hike
cycle but have begun to decline lately. At the same time, synchronised rate hikes by the central
banks have not tightened financial conditions sufficiently enough for central banks to end their
tightening campaign.

Financial Conditions tighten

Figure 1.3a: Advanced Economies Figure 1.3b: Emerging Market Economies
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1.5 Inflation and monetary tightening led to a hardening of bond yields across economies and
resulted in an outflow of equity capital from most of the economies around the world into the
traditionally safe-haven market of the US. Unlike the past when the capital flight was more out of
the EMEs given their relatively greater vulnerabilities, or the perception thereof, this time around,
capital has also flown out from the advanced economies. The capital flight subsequently led to
the strengthening of the US Dollar against other currencies — the US Dollar index strengthened
by 16.1 per cent between January and September 2022. The consequent depreciation of other
currencies has been widening the CAD and increasing inflationary pressures in the net importing
economies.
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Hardening of bond yields across economies

Figure I.4a: 10-year Bond Yield in AEs Figure 1.4b: 10-year Bond Yield in EMEs
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1.6 Rising inflation and monetary tightening led to a slowdown in global output beginning in
the second half of 2022. The global PMI composite index has been in the contractionary zone
since August 2022, while the yearly growth rates of global trade, retail sales, and industrial
production have significantly declined in the second half of 2022. The consequent dampening
of the global economic outlook, also compounded by expectations of a further increase in
borrowing costs, was reflected in the lowering of growth forecasts by the IMF in its October
2022 update of the World Economic Outlook (WEO).
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Table 1.1: Global economic challenges led to a downward
revision in growth forecast across countries

2022
World 3.2
Advanced Economies 2.4
United States 1.6
Euro Area 3.1
UK 3.6
Japan 1.7
Emerging Market Economies 3.7
China 3.2
India* 6.8

Source: IMF

2023

2.7
1.1
1
0.5
0.3
1.6
3.7
4.4
6.1

2022
0
0.1
—0.7
0.5
0.4
0
0.1
0.1
—0.6

2023
—0.2
—0.3

—0.7
—0.2
—0.1
—0.2
—0.2

Note: *Projection for India is for its fiscal year (Apr-Mar), while for the other economies, it is from Jan-Dec.

Figure 1.6: Global Composite PMI in

the contractionary zone since August 2022

Figure 1.7: YoY growth in retail sales,
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1.7 Compounding the bleak global growth outlook have been the slowdown in economic
activity in China caused by the government’s zero Covid policy, a contracting real estate sector,
and a tepid fiscal expansion. However, China has ended or relaxed most of its restrictive policies
relating to Covid. It is possible that economic activity picks up in China sooner than expected.

But it is too soon to tell.
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Figure 1.8a: China’s Industrial Production Figure 1.8b: China’s Retail Sales
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1.8 Further tightening of monetary policy may aggravate fragilities built up in the financial
system over the years, such as private and government debt structures, the effects of which
could trigger financial contagion. Non-financial sector debt of most economies has increased
considerably as a percentage of GDP since Q1 of 2008 when the global financial crisis struck.
India is, however, one of the few countries whose debt burden has declined over this period,
mainly because of the country’s banking sector balance sheet clean-up and the corporate
sector’s deleveraging exercise undertaken during the last decade. Yet, an increase in the general
government debt burden in India has attracted much attention, even as systemic risks of a
financial breakdown are concentrated in other parts of the world.

Debt/GDP Household PvtNon- Government Total Household PvtNon- Government Total

(Avg %) Financial Financial

Global Avg 62 160 88 248 -4 15 27 38
Australia 117 181 52 232 7 -9 42 33
Brazil 35 88 91 179 17 -36 28 66
Mainland 62 220 74 295 43 107 47 155
China

France 67 231 114 345 19 71 47 118
Germany 56 128 67 195 -4 0.4 2 3
India 36 88 82 170 -7 -17 16 -7
Italy 43 113 151 264 4 -4 47 43
Japan 69 187 238 426 9 29 94 122
South 106 222 45 268 35 61 23 84
Korea

Mexico 16 40 41 81 3 12 20 33
South 35 67 71 138 -9 -13 45 32

Africa
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Spain 57 155 118 273 -26 -56 82 26
UK 84 150 107 257 -11 -28 62 34
UsS 76 155 108 264 -22 -15 48 33

Source: BIS (based on information from their 5th December 2022 update of ‘Credit to the non-financial sector”)

1.9 In the developed world, inflationary pressures are abating but they are still on the higher
side historically and relative to the inflation targets that many countries have adopted. Major
central banks have reduced the pace of interest rate hikes in their latest rounds of monetary
policy reviews to assess the impact thus far. Still, they have reiterated that terminal policy rates
will be significantly higher than market expectations. Strong employment data and sharply lower
headline inflation for December have raised hopes of the US economy achieving a softer landing.
Similarly, in Europe, warmer winter weather has neutralised the risk of a near-term energy crisis.
Lately, however, banks have reported much weaker earnings growth, and technology companies
have begun to announce layoffs in America. Therefore, on balance, downside risk to the global
economic outlook dominates.

Macroeconomic and Growth Challenges in the Indian Economy

1.10 The impact of the pandemic on India was seen in a significant GDP contraction in FY21.
The following year, FY22, the Indian economy started to recover despite the Omicron wave
of January 2022. This third wave did not affect economic activity in India as much as the
previous waves of the pandemic did since its outbreak in January 2020. Mobility enabled by
localised lockdowns, rapid vaccination coverage, mild symptoms and quick recovery from the
virus contributed to minimising the loss of economic output in the January-March quarter of
2022. Consequently, output in FY22 went past its pre-pandemic level in FY20, with the Indian
economy staging a full recovery ahead of many nations. The experience with the Omicron
variant engendered a cautious optimism that it was possible to stay physically mobile and
engage in economic activities despite the pandemic. FY23 thus opened with a firm belief that
the pandemic was rapidly on the wane and that India was poised to grow at a fast pace and
quickly ascend to the pre-pandemic growth path.

Figure 1.9: Economic growth remains resilient

160 mmmm Real GDP = e e FY20 Level el Growth (RHS) 12
8
150
s
= 4 =
=
% 140 o
- 0 A~
v
130
-4
120 -8
FY20 FY21(1stRE) FY22(PE) FY23(FAE)

Source: NSO, MoSPI
Note: AE stands for Advanced Estimates, PE stands for Provisional Estimates, RE stands for Revised Estimates



10 | Economic Survey 2022-23

Broad-based growth driven by Demand and Investment

Figure 1.10a: YoY growth of Real Figure 1.10b: Share of Real
GVA components GDP components
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Figure 1.11: CPI Inflation eased back Figure 1.12: Indian Rupee performed
to RBI’s target range well compared to other EMEs
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1.11 However, the conflict in Europe necessitated a revision in expectations for economic
growth and inflation in FY23. The country’s retail inflation had crept above the RBI’s tolerance
range in January 2022. It remained above the target range for ten months before returning to
below the upper end of the target range of 6 per cent in November 2022. During those ten
months, rising international commodity prices contributed to India’s retail inflation as also local
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weather conditions like excessive heat and unseasonal rains, which kept food prices high. The
government cut excise and customs duties and restricted exports to restrain inflation while the
RBI, like other central banks, raised the repo rates and rolled back excess liquidity.

1.12 With monetary tightening, the US dollar has appreciated against several currencies,
including the rupee. However, the rupee has been one of the better-performing currencies
worldwide, but the modest depreciation it underwent may have added to the domestic inflationary
pressures besides widening the CAD. Global commodity prices may have eased but are still
higher compared to pre-conflict levels. They have further widened the CAD, already enlarged
by India's growth momentum. For FY23, India has sufficient forex reserves to finance the CAD
and intervene in the forex market to manage volatility in the Indian rupee.

Figure 1.13: Widened Current Figure 1.14: Adequate foreign exchange
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1.13 For many countries around the world, including India, 2021 was a period of recovery
for health and economies from the impact of the pandemic. For the advanced economies, in
particular, the enormous fiscal stimulus earlier injected by their governments supported a
strong demand revival. Growth in world trade subsequently followed, of which India was also
a beneficiary. India’s exports surged in FY22, and the momentum lasted up to the first half
of FY23. Export growth was strong enough to increase India’s share in the world market of
merchandise exports. However, due to aggressive and synchronised monetary tightening, global
economic growth has started to slow, and so has world trade. As per United Nations Conference
on Trade and Development (UNCTAD) latest global trade update, global trade growth turned
negative during the H2:2022, and geopolitical frictions, persisting inflationary pressures, and
subdued demand are expected to suppress global trade further in 2023. This is likely to affect
many countries, including India, with the prospects of sluggish exports continuing into FY24,
compared to the promise shown at the beginning of the current year.
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Figure 1.15: Declining shipping freight Figure 1.16: Share of export in GDP
cost as trade slows expands, despite global slowdown
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India’s Economic Resilience and Growth Drivers

1.14 Monetary tightening by the RBI, the widening of the CAD, and the plateauing growth of
exports have essentially been the outcome of geopolitical strife in Europe. As these developments
posed downside risks to the growth of the Indian economy in FY23, many agencies worldwide
have been revising their growth forecast of the Indian economy downwards. These forecasts,
including the advance estimates released by the NSO, now broadly lie in the range of 6.5-7.0 per
cent. Despite the downward revision, the growth estimate for FY23 is higher than for almost
all major economies and even slightly above the average growth of the Indian economy in the
decade leading up to the pandemic. IMF estimates India to be one of the top two fast-growing
significant economies in 2022. Despite strong global headwinds and tighter domestic monetary
policy, if India is still expected to grow between 6.5 and 7.0 per cent, and that too without the
advantage of a base effect, it is a reflection of India’s underlying economic resilience; of its
ability to recoup, renew and re-energise the growth drivers of the economy.

Figure 1.17: India growth projections by various agencies for FY23
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1.15 India’s economic resilience can be seen in the domestic stimulus to growth seamlessly
replacing the external stimuli. The growth of exports may have moderated in the second half of
FY23. However, their surge in FY22 and the first half of FY23 induced a shift in the gears of
the production processes from mild acceleration to cruise mode. Manufacturing and investment
activities consequently gained traction. By the time the growth of exports moderated, the
rebound in domestic consumption had sufficiently matured to take forward the growth of India’s
economy. Private Consumption as a percentage of GDP stood at 58.4 per cent in Q2 of FY23,
the highest among the second quarters of all the years since 2013-14, supported by a rebound in
contact-intensive services such as trade, hotel and transport, which registered sequential growth
of 16 per cent in real terms in Q2 of FY23 compared to the previous quarter.

1.16 Although domestic consumption rebounded in many economies, the rebound in India was
impressive for its scale. It contributed to a rise in domestic capacity utilisation. Domestic private
consumption remains buoyant in November 2022, as indicated by Motilal Oswal’s Economic
Activity Index. The index estimates that private consumption grew at a five-month high pace of
5.6 per cent YoY, driven by auto sales and broad-based expansion of services.?

Figure 1.18: Enhanced capacity utilisation and business sentiments
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1.17 The near-universal coverage of vaccination in India overseen by the government was the
single most important reason that brought people out to the streets to re-experience the “bazaar”
as the marketplace was rapidly populated with service providers returning to resume business.
The contact-based service providers like restaurants, hotels, shopping malls, cinemas, and tourist
destinations, among others, soon ran up a thriving business and have significantly contributed
to keeping up the consumer sentiments, as captured in repeated surveys. If, on the one hand, the
universal vaccination coverage saved lives, on the other, it served as a health stimulant to raise
consumer sentiments and thus the recovery and growth of the economy.

2 https://www.motilaloswal.com/site/rreports/ HTML/638084191269979180/index.htm
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Figure I.19A: Private consumption highest Figure 1.19B: Improving consumer

since FY15 across H1 confidence
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1.18 The rebound in consumption has also been supported by the release of “pent-up” demand, a
phenomenon not again unique to India but nonetheless exhibiting a local phenomenon influenced
by a rise in the share of consumption in disposable income. Since the share of consumption in
disposable income is high in India, a pandemic-induced suppression of consumption built up that
much greater recoil force. Hence, the consumption rebound may have lasting power. Accelerating
growth in personal loans in India testifies to an enduring release of “pent-up” demand for
consumption. RBI’s most recent survey* of consumer confidence released in December 2022 pointed
to improving sentiment with respect to current and prospective employment and income conditions.

1.19 The “release of pent-up demand” was reflected in the housing market too. Demand for
housing loans picked up. Consequently, housing inventories have declined, prices are firming up,
and construction of new dwellings is picking up pace. This has stimulated innumerable backward
and forward linkages that the construction sector is known to carry. The universalisation of
vaccination coverage also has a significant role in lifting the housing market as, in its absence,
the migrant workforce could not have returned to construct new dwellings.

Figure 1.20: Growth in bank credit to housing complimenting falling household inventory
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3 See https://rbi.org.in/Scripts/Publications View.aspx?id=21569
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1.20 Apart from housing, construction activity, in general, has significantly risen in FY23 as the
much-enlarged capital budget (Capex) of the central government and its public sector enterprises
is rapidly being deployed. Going by the Capex multiplier estimated for the country, the economic
output of the country is set to increase by at least four times the amount of Capex.** States, in
aggregate, are also performing well with their Capex plans. Like the central government, states
also have a larger capital budget supported by the centre’s grant-in-aid for capital works and an
interest-free loan repayable over 50 years.

Figure 1.21: Total capital expenditure grew at an average rate of 13.0% during FY12 and FY22
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1.21 A capex thrust in the last two budgets of the Government of India was not an isolated
initiative meant only to address the infrastructure gaps in the country. It was part of a strategic
package aimed at crowding-in private investment into an economic landscape broadened
by the vacation of non-strategic PSEs (disinvestment) and idling public sector assets. Three
developments support this®. First, the significant increase in the Capex budget in FY23, as well
as its high rate of spending. Second, direct tax revenue collections have been highly buoyant,
and so have GST collections, which should ensure the full expending of the Capex budget
within the budgeted fiscal deficit. The growth in revenue expenditure has also been limited to
pave the way for higher growth in Capex. Third, the pick-up in private sector investment since
the January-March quarter of 2022. Evidence shows an increasing trend in announced projects
and capex spending by the private players. Surveys of leading industry CEOs also reveal their
plans and commitment to increasing Capex.
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4 https:/rbi.org.in/scripts/PublicationsView.aspx?I1d=15369
5 https://www.nipfp.org.in/media/medialibrary/2014/02/WP_2013_125.pdf
6 https://www.imf.org/en/Publications/WP/Issues/2016/12/31/Crowding-Out-or-Crowding-In-Public-and-Private-Investment-in-India-43470
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Figure 1.22: Capex doubled in the Figure 1.23: Private Investment
past five years remains upbeat
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Figure 1.24: Buoyant tax collections Figure 1.25: Limited growth in
(April-November) revenue expenditure
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1.22 While an increase in export demand, rebound in consumption, and public capex have
contributed to a recovery in the investment/manufacturing activities of the corporates, their
stronger balance sheets have also played a big part equal measure to realising their spending
plans. As per the data on non-financial debt from the Bank for International Settlements, in the
course of the last decade, Indian non-financial private sector debt and non-financial corporate
debt as a share of GDP declined by nearly thirty percentage points. This limited the increase in
interest costs, which, together with possible savings on overheads during lockdowns, contributed
to the recent fortification of corporate balance sheets by higher profits. In FY22, the surge in



State of the Economy 2022-23: Recovery Complete | 17

exports also contributed to increasing profits in the corporate world. After-tax profits were also
boosted by the lower taxes announced in 2019. Better profitability helped corporates pay down
debt. Consequently, not only do corporates have more scope to borrow now, but their improved
financial health has also reassured their prospective lenders to expand their credit portfolios. As
per Axis Bank Business and Economic Research, Capex by the Corporate sector increased to
%3.3 lakh crore in H1 of FY23, driven by heavy investments in electricity, steel, chemicals, auto
and pharmaceuticals sectors.

1.23 The banking sector in India has responded in equal measure to the demand for credit.
The Year-on-Year growth in credit since the January-March quarter of 2022 has moved into
double-digits and is rising across most sectors. The credit growth to the MSME sector has
been remarkably high, over 30.5 per cent, on average, during Jan-Nov 2022, supported by the
extended ECLGS of the central government. The aggressive supply of credit by the banking
sector has as much been triggered by their improved financial health as that of the corporates.
The finances of the public sector banks have seen a significant turnaround, with profits being
booked at regular intervals and their Non-Performing Assets (NPAs) being fast-tracked for
quicker resolution/liquidation by the Insolvency and Bankruptcy Board of India (IBBI). At the
same time, the government has been providing adequate budgetary support for keeping the PSBs
well-capitalized, ensuring that their Capital Risk-Weighted Adjusted Ratio (CRAR) remains
comfortably above the threshold levels of adequacy. The successful macro stress tests performed
on the banking sector further testify to its financial strength. It does help that the banking sector
has negligible cross-border claims in times when currency risk is high. Nonetheless, financial
strength has helped banks make up for lower debt financing provided by corporate bonds and
External Commercial Borrowings (ECBs) so far in FY23. Rising yields on corporate bonds
and higher interest/hedging costs on ECBs have made these instruments less attractive than the
previous year.

Figure 1.26: Double-digit growth in Bank Credit to MSMEs

e MISME s == == Large Industry == == Services Non-Food Credit
40

30

20

Per cent

10

-10

D~ D~ A T A T S T S S T ) I o R o Y N I

QA g QT g Q@ g g g g g g g g g g g g g g qgq g g q
= A1 -

£ 8 5 8 5 5§ 2 % 5§ 8 3 8§ B8 5 &8 % 52 2 5 8 3

- B =2 < 3 07 < »n O z A - = 3 < 35 ° < @2 O Z

Source: RBI



18

| Economic Survey 2022-23

Figure 1.27: Declining SCB’s GNPA Ratio

Figure 1.28: Provisioning Coverage Ratio
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Figure 1.29: Rising Corporate Bond yields

Figure 1.30: Moderation in Private
Placements of Corporate Bonds
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Figure 1.31: Higher interest/hedging costs made ECBs and FCCBs less attractive source of funds
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1.24 RBI has projected headline inflation at 6.8 per cent in FY23, which is outside its target
range. At the same time, it is not high enough to deter private consumption and also not so
low as to weaken the inducement to invest. Moderately high inflation has further ensured the
anchoring of inflationary expectations preventing prices from weakening demand and growth
in India. Additionally, with inflation on the declining path, the interest cost of domestic credit

will likely decline, inducing a further increase in demand for credit by corporates and retail
borrowers.

Figure 1.32: Inflation Expectations Anchoring
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India’s Inclusive Growth

1.25 Growth is inclusive when it creates jobs. Both official and unofficial sources confirm
that employment levels have risen in the current financial year. The Periodic Labour Force
Survey (PLFS) shows that the urban unemployment rate for people aged 15 years and above
declined from 9.8 per cent in the quarter ending September 2021 to 7.2 per cent one year later
(quarter ending September 2022). This is accompanied by an improvement in the labour force
participation rate (LFPR) as well, confirming the emergence of the economy out of the pandemic-
induced slowdown early in FY23. Job creation appears to have moved into a higher orbit with
the initial surge in exports, a strong release of the “pent-up” demand, and a swift rollout of the
capex. Since export growth is plateauing and the “pent-up” release of demand will have a finite
life, it is essential that capex continues to grow to facilitate employment in the economy, at
least until such time the global economy rebounds and, through the export channel, provides an
additional window to India for job creation. Thankfully, the private sector has all the necessary
pre-conditions lined up to step up to the plate and do the capex heavy lifting. Their internal
resource generation is good, capacity utilisation is high, and the demand outlook continues to
improve. Capital markets are willing to finance new investments, as are financial institutions.

1.26 In FY21, the Government announced the Emergency Credit Line Guarantee Scheme. The
scheme has succeeded in shielding micro, small and medium enterprises from financial distress.
A recent CIBIL report (ECLGS Insights, August 2022) showed that the scheme has supported
MSMEs in facing the covid shock, with 83 per cent of the borrowers that availed of the ECLGS
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being micro-enterprises. Among these micro units, more than half had an overall exposure of
less than %10 lakh. Furthermore, CIBIL data also shows that ECLGS borrowers had lower non-
performing asset rates than enterprises that were eligible for ECLGS but did not avail of it.
Further, the GST paid by MSMEs after declining in FY21 has been rising since and now has
crossed the pre-pandemic level of FY20, reflecting the financial resilience of small businesses
and the effectiveness of the pre-emptive government intervention targeted towards MSME:s.

Figure 1.33: Urban Unemployment Rate at four-year low
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Figure 1.34: GST paid by MSMEs in FY22 Figure 1.35: ECLGS aided MSMEs in
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1.27 The scheme implemented by the government under the Mahatma Gandhi National Rural
Employment Guarantee Act (MGNREGA) has been rapidly creating more assets in respect of
“Works on individual’s land” than in any other category. The share of this category rose to about
60 per cent in FY22, indicating that MGNREGA, besides generating daily wage employment,
has also been creating assets for individual households to diversify their sources of income
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and lift their supplementary incomes. Details on asset creation under MGNREGA are further
discussed in Chapters 6 “Social Infrastructure and Employment: Big Tent”. In addition, schemes
like PM-KISAN, which benefits households covering half the rural population, and PM Garib
Kalyan Anna Yojana have significantly contributed to lessening impoverishment in the country.
The UNDP Report of July 2022 stated that the recent inflationary episode in India would have a
low poverty impact due to well-targeted support. In addition, the National Family Health Survey
(NFHS) in India shows improved rural welfare indicators from FY 16 to FY20, covering aspects
like gender, fertility rate, household amenities, and women empowerment.

Figure 1.36: Improvement in Rural Welfare Indicators
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1.28 The year FY23 so far for India has reinforced the country’s belief in its economic
resilience. The economy has withstood the challenge of mitigating external imbalances caused
by the Russian-Ukraine conflict without losing growth momentum in the process. India’s stock
markets had a positive return in CY22, unfazed by withdrawals by foreign portfolio investors.
India’s inflation rate did not creep too far above its tolerance range compared to several advanced
nations and regions. A relatively higher growth forecast among major economies, projected
retail inflation only slightly higher than the tolerance limit, and an estimated current account
deficit financeable with normal capital inflows and forex reserves large enough to finance close
to a year’s imports are clear evidence of economic resilience amidst a global polycrisis. Strong
consumption rebound, robust revenue collections, sustained capex in both the public and the
private sector, growing employment levels in the urban as well as the rural areas, and targeted
social security measures further underpin the prospects for economic and social stability and
sustained growth. India is the third-largest economy in the world in PPP terms and the fifth-
largest in market exchange rates. As expected of a nation of this size, the Indian economy in
FY23 has nearly “recouped” what was lost, “renewed” what had paused, and “re-energised”
what had slowed during the pandemic and since the conflict in Europe.

Outlook: 2023-24

1.29 India’s recovery from the pandemic was relatively quick, and growth in the upcoming year
will be supported by solid domestic demand and a pickup in capital investment. The current
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growth trajectory will be supported by multiple structural changes that have been implemented
over the past few years. The private sector — financial and non-financial — was repairing balance
sheets, which led to a slowdown in capital formation in the previous decade. The financial
system stress experienced in the second decade of the millennium, evidenced by rising non-
performing assets, low credit growth and declining growth rates of capital formation, caused
by excessive lending witnessed in the first decade-plus, is now behind us. Aided by healthy
financials, incipient signs of a new private sector capital formation cycle are visible. More
importantly, compensating for the private sector’s caution in capital expenditure, the government
raised capital expenditure substantially. Budgeted capital expenditure rose 2.7X in the last seven
years, from FY16 to FY23, re-invigorating the Capex cycle. Structural reforms such as the
introduction of the Goods and Services Tax and the Insolvency and Bankruptcy Code enhanced
the efficiency and transparency of the economy and ensured financial discipline and better
compliance.

Figure 1.37: Slowdown in global economic growth and trade
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1.30 Even as India’s outlook remains bright, global economic prospects for the next year have
been weighed down by the combination of a unique set of challenges expected to impart a few
downside risks. Multi-decadal high inflation numbers have compelled central banks across the
globe to tighten financial conditions. The impact of monetary tightening is beginning to show in
slowing economic activity, especially in Advanced Economies. Besides this, adverse spillovers
from the prolonged strains in supply chains and heightened uncertainty due to geo-political
conflict have further deteriorated the global outlook. Hence, global growth is forecasted to slow
from 3.2 per cent in 2022 to 2.7 per cent in 2023 as per IMF’s World Economic Outlook,
October 2022. A slower growth in economic output coupled with increased uncertainty will
dampen trade growth. This is seen in the lower forecast for growth in global trade by the World
Trade Organisation, from 3.5 per cent in 2022 to 1.0 per cent in 2023.

1.31 On the external front, risks to the current account balance stem from multiple sources.
While commodity prices have retreated from record highs, they are still above pre-conflict
levels. Strong domestic demand amidst high commodity prices will raise India’s total import
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bill and contribute to unfavourable developments in the current account balance. These may be
exacerbated by plateauing export growth on account of slackening global demand. Should the
current account deficit widen further, the currency may come under depreciation pressure.

1.32 Another risk to the outlook originates from the ongoing monetary tightening exercise.
While the pace of rate hikes has slowed, major central banks have reaffirmed their hawkish stance
on inflation. Entrenched inflation may prolong the tightening cycle, and therefore, borrowing
costs may stay ‘higher for longer’. In such a scenario, global economy may be characterised
by low growth in FY24. However, the scenario of subdued global growth presents two silver
linings — oil prices will stay low, and India’s CAD will be better than currently projected. The
overall external situation will remain manageable.

1.33 The upside to India’s growth outlook arises from (i) limited health and economic fallout
for the rest of the world from the current surge in Covid-19 infections in China and, therefore,
continued normalisation of supply chains; (ii) inflationary impulses from the reopening of
China’s economy turning out to be neither significant nor persistent; (iii) recessionary tendencies
in major AEs triggering a cessation of monetary tightening and a return of capital flows to India
amidst a stable domestic inflation rate below 6 per cent; and (iv) this leading to an improvement
in animal spirits and providing further impetus to private sector investment.

1.34 Against this backdrop, the survey projects a baseline GDP growth of 6.5 per cent in real
terms in FY24. The projection is broadly comparable to the estimates provided by multilateral
agencies such as the World Bank, the IMF, and the ADB and by RBI, domestically. The actual
outcome for real GDP growth will probably lie in the range of 6.0 per cent to 6.8 per cent,
depending on the trajectory of economic and political developments globally.

skoskoskok skok



INDIA'S MEDIUM-TERM 02
GROWTH OUTLOOK: WITH
OPTIMISM AND HOPE

CHAPTER

2014-2022 is an important period in the economic history of India. The economy underwent
a gamut of wide-ranging structural and governance reforms that strengthened the
economy s fundamentals by enhancing its overall efficiency. With an underlying emphasis
on improving the ease of living and doing business, the reforms were based on the broad
principles of creating public goods, adopting trust-based governance, co-partnering with
the private sector for development, and improving agricultural productivity. Under normal
circumstances, reforms of such scale and relevance would have accelerated economic
growth. However, largely due to the balance sheet stress caused by the credit boom in
the previous years and secondarily due to the one-off global shocks that followed, key
macroeconomic variables such as credit growth, capital formation, and hence economic
growth were adversely impacted during this period. Further, some reforms deliver results
with lagged effects as their diffusion in the economy takes time.

This situation is analogous to the period 1998-2002 when transformative reforms undertaken
by the government had lagged growth returns due to temporary shocks in the economy. Once
these shocks faded, the structural reforms paid growth dividends from 2003. Similarly, in
the present decade, the presence of strong medium-term growth magnets gives us optimism
and hope that once these global shocks of the pandemic and the spike in commodity prices
in 2022 fade away, the Indian economy is well placed to grow faster in the coming decade.
With improved and healthier balance sheets of the banking, non-banking and corporate
sectors, a fresh credit cycle has already begun, evident from the double-digit growth in
bank credit over the past months. Additionally, the economy has started benefiting from
the efficiency gains resulting from greater formalisation, higher financial inclusion, and
economic opportunities created by digital technology-based economic reforms. Thus, India’s
growth outlook seems better than in the pre-pandemic years, and the Indian economy is
prepared to grow at its potential in the medium term.

Introduction

2.1 Indian economy has undergone a transformative process of New Age reforms in the
last eight years. These diverse policies converge towards improving the economy’s overall
efficiency and lifting its potential growth. To achieve the broader policy goal of unleashing the
productive potential of the economy and its people, the reforms aimed at enhancing the ease of
living and doing business at the fundamental level. The use of technology, in particular digital
technology, undergirds the reforms. The economic energy and positive mindset that the reforms
unleashed would have led to a sharp acceleration in growth but for the balance sheet repair of
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the over-leveraged domestic financial sector (banking & non-banking) and the corporate sector
and secondarily to the one-off global shocks that followed.

2.2 With the impetus of the persistent structural and governance reforms introduced in the
country and strong macroeconomic stability, it is essential to get a handle on the medium-term
growth outlook for India. Will the economy achieve and sustain a steady growth rate once the
one-off shocks recede? This chapter attempts to answer this question and concludes that the
chances of India growing at its potential and for the potential growth itself to be lifted are higher
than it has been in the last two decades. The chapter starts with a brief discussion of the history
of India’s product and capital market reforms over the previous three decades. It further delves
into the overarching philosophy behind the landmark reforms undertaken from 2014 to 2022
and elaborates on the shocks faced by the Indian economy during this period. It concludes with
a discussion on the medium-term growth magnets for India.

Product and Capital Market Reforms

Initiation of the reforms- 1991

2.3 The macroeconomic imbalances of the late 1980s and early 1990s pushed the government
towards introducing the structural reforms of 1991. The high combined deficit of the central
and state governments, elevated inflationary pressures, and large and unsustainable current
account deficit (CAD) led to a balance of payments crisis in the Indian economy.! In response
to the situation, trade and investments were liberalised in 1991. Import licensing on almost all
intermediate inputs and capital goods was done away with, and the entry restrictions for firms
were simplified. The new policy encouraged the entry of private sector firms by ending the
public sector monopoly in many sectors and initiating the automatic approval policy for FDI
up to 51 per cent. The exchange rate was made flexible and allowed to depreciate as necessary
to maintain competitiveness. The rupee was made fully convertible on the current account and
partially on the capital account. These reforms had a positive effect on the economy. The real
growth went up from an average of 5.5 per cent during the 1980s to 6.3 per cent from FY93 to
FY2000. Trade liberalisation had a visible effect on external trade as the total goods and services
trade to GDP rose from 17.2 per cent in 1990 to 30.6 per cent in 2000.>

Continuity in Reforms with a Renewed Impetus

2.4 The product and capital market reforms continued slowly over the decade of the 1990s.
They got a renewed impetus from the government closer to the decade’s end. Investments were
liberalised further to encourage Foreign Direct Investment as a main source of non-debt-creating
capital inflows (Figure II.1). The telecom sector was entirely reformed by the New Telecom
Policy 1999. It was opened for private sector participation with a strengthened regulatory regime
(TRAI). The reforms separated the licensing and policy functions of the government from that of
an operator (BSNL). These reforms were a cornerstone for the I'T sector boom in India and had
widespread spillover benefits to other sectors of the economy. The policy on disinvestment and
privatisation also gathered steam during this period. The government set up a dedicated Ministry
to take this agenda forward. It sold equity stakes in some CPSEs and privatised companies such
as Maruti Udyog, Hindustan Zinc, Bharat Aluminum, and Videsh Sanchar Nigam Limited.

1 History of Reserve bank of India-Volume IV (https://www.rbi.org.in/scripts/RHvol-4.aspx)
2 Arvind Panagariya, 2004. “India in the 1980’s and 1990’s: A Triumph of Reforms,”IMF Working Papers2004/043, International Monetary
Fund. (https://www.imf.org/external/pubs/ft/wp/2004/wp0443.pdf)
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Figure II.1: Foreign Direct Investment to India- Increased after the
impetus to investment liberalisation in 2000-2003
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2.5 This period also marked the launch of the then largest infrastructure project of independent
India, the ‘Golden Quadrilateral’. The project brought significant economic benefits to the country
through enhanced connectivity, improved industrial activity, trade, and economic growth.?
Alongside this, structural policies were formulated to address the macroeconomic imbalances.
The Fiscal Responsibility and Budget Management (FRBM) Act was passed to address the
historic highs of the combined Gross fiscal deficit of the Government (Figure I1.2). The banking
system, which had accumulated bad debts during the period of economic resurgence after the
1991 reforms, was supported through the deregulation of interest rates and the enactment of the
SARFAESI Act 2002. Interest rates were deregulated to promote competition amongst banks,
provide more banking options to depositors, and strengthen monetary policy transmission.* The
SARFAESI Act allowed banks and financial institutions to recover their dues by proceeding
against the secured assets of the borrower/guarantor without the intervention of the court/
tribunals.’ Both these reforms improved the credit situation in the economy (Figure 11.3).

Figure I1.2: Gross Fiscal Deficit (centre and
states combined) (% of GDP)

Figure I1.3: Growth in Non-Food Credit by
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3 Ghani, Ejaz & Grover, Arti & Kerr, William. (2012). Highway to Success: The Impact of the Golden Quadrilateral Project for the Location
and Performance of Indian Manufacturing. The Economic Journal. (https://onlinelibrary.wiley.com/doi/full/10.1111/ec0j.12207)

4 Reserve Bank of India RBI, 2011. “Deregulation of Savings Bank Deposit Interest Rate: A Discussion Paper,”Working Papersid:3959,
eSocialSciences. (https:/rbidocs.rbi.org.in/rdocs/Content/PDFs/DPS270411F.pdf)

5 Vinod Kumar, & Rajiv Khosla. (2017). IMPLEMENTATION AND IMPACT OF SARFAESIACT 2002.International Education and Research
Journal (IERJ),3(5). (http://ierj.in/journal/index.php/ierj/article/view/863/869); https://pib.gov.in/PressReleasePage.aspx?PRID=1578808
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One-Off Shocks Overshadowed The Reforms of 1998-2002

2.6 The period of these reforms also witnessed a series of domestic and global shocks, which
subdued investor confidence. The sanctions imposed by the US on India after India’s nuclear
test led to a sharp decline in capital flows to India during the months following the nuclear tests
(Figure I1.4)°. The period between 2000 and 2002 also witnessed two successive droughts (Table
II.1). These domestic shocks were accompanied by heightened global uncertainties resulting
from the end of a tech boom and the 9/11 attacks (Figure I1.5). Moreover, the balance sheets of
the Indian financial system and corporate sector were under-repair during the period. Though
all these factors overshadowed the immediate impact of reforms undertaken by the government
then, they laid the groundwork and prepared the Indian economy structurally to participate in
the Global boom which followed soon after.

Figure I1.4: Monthly Foreign Direct Figure IL.5: Trends in the NASDAQ
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Table I1.1: Occurrence, number of people affected and damages
of droughts in India between 2000 and 2002
Apr 2000 Gujarat, Rajasthan, Madhya Pradesh, Andhra Pradesh, Affected-9 crore; Damage-
r
P Orissa, Maharashtra US$588,000,000
Nov 2000 Mahasamund, Raipur, Kawardha, Rajnandgaon, Durg

districts (Chhattisgarh region)
May 2001 New Delhi, Rajasthan, Gujarat, Orissa 20 deaths
Uttar Pradesh, Madhya Pradesh, Rajasthan, Punjab, Haryana,
Delhi, Karnataka, Kerala, Nagaland, Orissa, Chhattisgarh, Affected-30 crore;

Himachal Pradesh, Gujarat, Maharashtra, Andhra Pradesh, Damage- US$910,721,000
Tamil Nadu

Jul 2002

Source: Samra, J. S., 2004. “Review and analysis of drought monitoring, declaration and management in
India,”IWMI Working PapersH035617, International Water Management Institute. (https://www.preventionweb.
net/files/1868 VL102135.pdf)

6 Daniel Morrow & Michael Carriere (1999) The economic impacts of the 1998 sanctions on India and Pakistan, The Nonproliferation Review,
6:4,1-16. (https://www.nonproliferation.org/wp-content/uploads/npr/morrow64.pdf)
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India’s Participation in The Global Boom of 2003-08

2.7 The growth dividends from the reforms of 1998-2002 were realised once these one-
off shocks dissipated. The years of structural reforms had prepared the Indian economy to
contribute to global growth and also benefit from it. While the global growth averaged 4.8
per cent during 2003-2008, the Indian economy grew at more than 8 per cent on average. The
economic growth during the period was supported by strong capital inflows (Figure I1.1), which
indicated favourable domestic and external factors. Some of these included sustained momentum
in domestic economic activity, better corporate performance, a conducive investment climate,
positive sentiments for India as a preferred investment destination, and encouraging global
liquidity conditions/ interest rates.” This combination of structural economic reforms with their
lagged effect on economic growth has parallels to what is unfolding in the Indian economy
presently.

Reforms for New India-Sabka Saath Sabka Vikaas

2.8 The reforms undertaken before 2014 primarily catered to product and capital market space.
They were necessary and continued post-2014 as well. The government, however, imparted a
new dimension to these reforms in the last eight years. With an underlying emphasis on enhancing
the ease of living and doing business and improving economic efficiency, the reforms are well
placed to lift the economy’s potential growth. The broad principles behind the reforms were
creating public goods, adopting trust-based governance, co-partnering with the private sector
for development, and improving agricultural productivity (Figure I1.6). This approach reflects
a paradigm shift in the growth and development strategy of the government, with the emphasis
shifted towards building partnerships amongst various stakeholders in the development process,
where each contributes to and reaps the development benefits (Sabka Saath, Sabka Vikaas).

Figure I1.6: Underlying framework for Reforms for a new India
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2.9 While the reforms undertaken in the post-2014 period have multiple socioeconomic
benefits for the economy, this chapter focuses on the growth-centric aspects of these reforms.

7 Mohan, Rakesh, (2008), Capital flows to India, p. 235-263 in Settlements, Bank for International eds., Financial globalisation and emerging
market capital flows, vol. 44, Bank for International Settlements, (https://www.bis.org/publ/bppdf/bispap44m.pdf)
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The forthcoming section discusses how each of the principles that anchor the new reform
framework contributes to enhancing the productive potential of the economy and its people.
These have more profound positive implications for India’s medium-term growth outlook.

I. Creating public goods to enhance opportunities, efficiencies and ease of living

2.10 The launch of the Golden Quadrilateral project in the 2000s was the beginning of
infrastructure-intensive policymaking in India, which continued sedately for another decade.
A quantum leap in policy commitment and outlay for infrastructure is now visible in the last
few years (Figure 11.7), cushioning economic growth when the non-financial corporate sector
was unable to invest due to balance sheet troubles. In doing so, the government has laid a good
platform for crowding in private investments and growth in the coming decade. ®

Figure: I1.7: Union government’s capital expenditure as a per cent of GDP on the rise
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2.11 The dedicated programs for road connectivity (Bharatmala), port infrastructure
(Sagarmala), electrification, railways upgradation, and operationalising new airports/ air
routes (UDAN) have significantly improved the physical infrastructure in the last few years
(Figure I1.8). The details on the upgradation of physical infrastructure may be seen in Chapter
12. With the National Infrastructure Pipeline (NIP) in 2019 and the National Monetization
Pipeline in 2021, a strong baseline for infrastructure creation and development has been put in
place, providing a multitude of opportunities for foreign investment and engagement. The NIP
was launched with 6,835 infrastructure projects with a projected infrastructure investment of
%111 lakh crore. This has expanded to over 9,000 projects across 35 sub-sectors and covers
economic and social infrastructure projects jointly funded by the Central Government, State
Governments, and the private sector. With its strong forward and backward linkages, physical
infrastructure will enhance the economy’s productivity in the medium term.

8 ‘Crowding-Out or Crowding-In? Public and Private Investment in India’, IMF Working Paper (WP/15/264), December 2015 (https://www.
imf.org/en/Publications/ WP/Issues/2016/12/31/Crowding-Out-or-Crowding-In-Public-and-Private-Investment-in-India-43470)
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Figure I1.8: Developments in critical Infrastructure Capacity
(Values are as an index with the first available value as 100)
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2.12 Besides the push to physical infrastructure, the government’s emphasis on developing
public digital infrastructure during the last few years has been a game changer in enhancing
the economic potential of individuals and businesses. A recently published article’ in the RBI’s
Monthly Bulletin estimates that India’s core digital economy has grown at 2.4 times the overall
economic growth between 2014 and 2019. With its strong forward linkages to the non-digital
sectors, digitalisation strengthens potential economic growth through various channels. Some
of these, such as higher financial inclusion, greater formalisation, increased efficiencies and
enhanced opportunities, are discussed below.

2.13 Based on the pillars of a digital identity Aadhar, linking bank accounts with PM-Jan
Dhan Yojana, and the penetration of mobile phones (JAM Trinity), the country has witnessed
significant progress in financial inclusion in recent years. The population covered with bank
accounts increased from 53 per cent in 2015-16 to 78 per cent in 2019-21 (as per NFHS).
International evidence shows that countries at the same level of development have taken almost
half a century to achieve the extent of India’s massive expansion in access to bank accounts
(D’Silva et al. 2019)'°. Numerous digital public goods such as digital verification (e-KYC),
digital signature, digital repositories (Digilocker), and digital payments (UPI) have supported
financial inclusion by improving access to formal financial services and reducing transaction
costs. ! Greater financial inclusion and access to credit incentivise higher consumption and
investment, leading to higher economic growth. Some of the recently introduced digital
initiatives, such as the Open Network for Digital Commerce (ONDC) and Account Aggregator
framework, will open up further avenues for e-commerce market access and credit availability
for smaller businesses and strengthen the expected economic growth in the medium term.

9 Dhirendra Gajbhiye et al. (2022), ‘Measuring India’s Digital Economy’, RBI Monthly Bulletin December 2022 (https://rbidocs.rbi.org.in/
rdocs/Bulletin/PDFs/05ART201220221265B8E871824B98970F03E87228 COFE.PDF)

10 D’Silva, Derryl and Filkova, Zuzana and Packer, Frank and Tiwari, Siddharth, The Design of Digital Financial Infrastructure: Lessons from
India (December 15, 2019). BIS Paper No. 106 (https://www.bis.org/publ/bppdf/bispap106.pdf)

11 Swallow,Haksar, And Patnam (2021), Stacking Up Financial Inclusion Gains In India, IMF Finance & development (https://www.imf.org/
external/pubs/ft/fandd/2021/07/india-stack-financial-access-and-digital-inclusion.htm)
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2.14 Another vital contribution of digital infrastructure has been the greater formalisation of the
economy. A report in The Economist (January 2023) attributes the trends of formalisation of the
workforce in India to the transformed digital financial architecture, the digitalised GST system
and growth in the usage of UPL.'? The creation of digital identities such as Aadhar, registration
of unorganised workers on the eshram portal, street vendors on SVANidhi, taxpaying firms
on GSTN, and MSMEs on the Udayam portal, has played a significant role in the inclusion of
these groups under the formal economic net. As an illustration, we can now track that out of
the 1.27 crore enterprises registered on the Udyam Portal, more than 93,000 micro-enterprises
have grown to become small enterprises, and 10,000 small enterprises have become medium
enterprises over the last two years. '* Creating an identity has also simplified and enabled access
to formal credit for many of these groups. More than 32.7 lakh street vendors have availed of
a first loan of ¥10,000 under the PM SVANidhi Scheme, and of these, more than 6.9 lakh have
availed a second loan of 20,000. Moreover, digital systems such as the Goods and Services Tax
Network (GSTN) and e-Way Bill system have enabled the formalisation of business transactions.
The increasing number of GST taxpayers, from 70 lakh in 2017'* to more than 1.4 crore in
2022, indicates the expansion in formal businesses. Formalisation of transactions, for even the
smallest of amounts, has been possible with the wide usage of the digital payment system of
UPL. The greater formalisation will enhance the productivity of individuals and businesses in the
economy through improved access to credit and efficiency gains in their operations.

2.15 Gains from economic and structural reforms tend to be more significant when the binding
constraints of governance have been addressed.!” Unified digital interfaces that connect various
initiatives/portals have simplified governance resulting in a more efficient resource allocation
in the economy. The National Single Window System for business approvals, the JanSamarth
portal for credit-linked Central Government scheme, and the UMANG app for access to
Central and state government services are essential steps towards enhancing the ease of doing
business through the integration of existing systems. Eshram portal, with more than 28.5 crore
registered workers, has been integrated with various other digital portals for easy accessibility.
PM Gatishakti, the GIS-based platform that brings together multiple ministries for integrated
planning and coordinated implementation of multimodal infrastructure connectivity projects,
aims to reduce logistics costs. Thus, digitaltechnologies being at the forefront of the reforms
provide a unique opportunity to accelerate India’s economic growth. More details on the strides
in digital infrastructure may be seen in chapter 12.

II. Trust-based Governance

2.16 Building trust between the government and the citizens/businesses unleashes efficiency
gains through improved investor sentiment, better ease of doing business, and more effective
governance. Consistent reforms have been made in this direction during the last eight years.
Simplification of regulatory frameworks through reforms such as the Insolvency and Bankruptcy
Code (IBC) and the Real Estate(Regulation and Development) Act (RERA) have enhanced the
ease of doing business. The IBC has imbibed some of the best international practices of an asset

12 ‘Imagine an India without hawkers’, The Economist January 2023. (https://www.economist.com/finance-and-economics/2023/01/05/
imagine-an-india-without-hawkers)

13 https://pqars.nic.in/annex/257/AU904.pdf

14 PMEAC Report- ‘GST-Connecting the remaining dots’, June 2022

15 IMF World Economic Outlook 2019
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resolution mechanism. It provides an honourable exit mechanism for honest business failures
and enables the release of credit locked into the stressed assets for better resource allocation.
This market-driven, transparent resolution mechanism instils confidence in the financial system
and attracts many new investors to invest in Indian businesses.'® A significant achievement of
the IBC has been the change brought in the debtor-creditor relationship. Debtors are resolving
stress early to avoid being pushed into insolvency. Until 30 September 2022, 23,417 applications
for initiating the corporate insolvency resolution process (CIRP) of corporate debtors having
underlying defaults of X7.3 lakh crore were disposed of before their admission into CIRP. '

2.17 The other regulatory reform, Real Estate (Regulation and Development) Act (RERA), is
creating a culture of transparent transactions in the real estate sector.'® The Act has transformed
the real estate sector by registering real estate brokers and agents with the regulator, establishing
mechanisms for the speedy redressal of disputes and enabling a single window clearance for
timely approvals to the developers. The Real Estate Regulatory Authorities across the country
have disposed oftf more than 1.06 lakh complaints. With 99262 projects and 71514 agents already
registered under RERA, the Act incentivises more investments into the sector.

2.18 Another significant reform to enhance doing business has been the decriminalisation of
minor economic offences under the Companies Act of 2013 (Table I1.2). By introducing civil
liabilities for dealing with simple defaults that do not involve fraud or where the nature of
the lapse is purely procedural, the government has demonstrated its intent to promote ease of
doing business for domestic and global investors. Furthermore, a trust-based approach towards
compliance builds entrepreneurs’ faith in corporate institutions and motivates them to adopt
fairer and more transparent business practices. After the reform, more than 1400 default cases
have been decided without resorting to the court. Also, more than 4,00,000 companies have
willingly rectified past defaults to avoid penalties under the Companies Act."”

Table I1.2: Snapshot on decriminalisation of offences under the Companies Act, 2013

Total penal provisions 134 124
Compoundable offences [mostly fines are 81 31

imposed]

Non-compoundable offences [serious offences 35 35

where imprisonment is ordered upon conviction]

Defaults subject to civil liability (through In 18 58
House Adjudication Mechanism)

2.19 The removal of policy uncertainties has favourable implications for strengthening the trust
between the government and its citizens. Simplifying processes by doing away with 25000

16 Sahoo, M. S., & Guru, A. (2020). Indian Insolvency Law.Vikalpa,45(2), 69-78 (https://www.ies.gov.in/pdfs/Indian-Insolvency-Law-
Dr-MS-Sahoo-and-Dr-Anuradha-Guru.pdf)

17 IBBI Quarterly newsletter (Jul-Sep 2022)

18 Speech by RBI Deputy Governor, R. Gandhi on ‘Improving investor interest — Recent Legislative and Regulatory Measures’ (2017)
(https://rbidocs.rbi.org.in/rdocs/Bulletin/PDFs/3IMITERST460080CE62954FB5960719A4B855C20C.PDF )

19 Using the Companies Fresh Start Scheme
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unnecessary compliances, repealing more than 1400 archaic laws, abolishing the Angel tax and
removing retrospective taxation on offshore indirect transfer of assets located in India, signal
the government’s resolve to ensure a non-adversarial policy environment. These efforts have
improved investor sentiments and strengthened the growth potential.

2.20 In particular, the taxation ecosystem in the country has undergone substantial reforms in
the post-2014 period. Tax policy reforms such as adopting a unified GST, reducing corporate
tax rates, exemption of sovereign wealth funds and pension funds from taxes, and removing
the Dividend Distribution tax have reduced the tax burden on individuals and businesses; and
have removed the distortionary incentives from the economy. GST, for instance, has helped
businesses by reducing compliances, ensuring a free flow of goods across states, doing away
with the need for businesses to have a separate warehouse for every state, and hence improving
the ease of doing business. The earlier indirect tax regime was origin based, and it distorted the
location choices of the businesses.

2.21 Despite tax rationalisation, a positive trend of higher tax buoyancy is visible in the
economy. The notable economist Indira Rajaraman termed GST ‘a revenue success’ in 2019%;
thereafter, the positive GST revenue collection trends have strengthened further despite the
pandemic. The average monthly gross GST collection has increased from 20.90 lakh crore in
FY18 to %1.49 lakh crore in FY23 (Figure I1.9). Evidence suggests that the buoyancy of the
indirect tax system replaced by GST has improved in the post-GST regime (Box III.1, Chapter
3). Since other tax reforms, such as the corporate tax cut, were followed by the pandemic-led
uncertainty and disruptions, their impact on collections is gradually becoming visible in higher
tax collections. The Corporate tax collections for April to November 2022 have increased by
21.1 per cent on a YoY basis compared to a longer-term average YoY growth of 10.3 per cent
during the corresponding period from FY13 to FY19.

Figure I1.9: Rising average monthly gross GST collection
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20 Monograph titled ‘The evolving GST’ delivered by Indira Rajaraman as the Chelliah Memorial Lecture at the Madras School of Economics
in 2019. (https://www.mse.ac.in/wp-content/uploads/2021/05/Monograph-43.pdf')
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2.22 One prominent reason behind the higher revenue buoyancy is the introduction of
technology-backed tax governance reforms for simplifying tax processes, enhancing compliance,
and improving fraud detection systems. The faceless assessment and appeal systems no longer
require a physical interface between taxpayers and the Income Tax department. Moreover,
multiple consistency checks possible with integrated digital systems reduce tax evasion. As
an illustration, the GST return filing mechanism results in better income reporting, leading to
higher direct tax collections. In this regard, the decision to share data and information between
CBDT and CBIC on an automatic and regular basis is a promising reform, and it would result
in efficiency gains in the tax system. These reforms augur well for future economic growth and
future resource mobilisation in the economy.

II1. Promoting the private sector as a co-partner in the development

2.23 A fundamental principle behind the government’s policy in the post- 2014 period has
been the engagement with the private sector as a partner in the development process. The
government’s disinvestment policy has been revived in the last eight years with stake sales and
the successful listing of PSEs on the stock market. During FY15 to FY23 (as of 18 January
2023), an amount of about I4.07 lakh crore has been realised as proceeds from disinvestment
through 154 transactions using various modes/instruments. The privatisation of Air India was
particularly significant for re-igniting the privatisation drive. Evidence shows that privatisation
has improved labour productivity and the overall efficiency of the PSUs disinvested during
1990-2015.2" The New Public Sector Enterprise Policy for Aatmanirbhar Bharat has thus been
introduced to realise higher efficiency gains by minimising the presence of the government in
the PSEs to only a few strategic sectors.

2.24 Significant initiatives have been introduced under Aatmanirbhar Bharat and Make in India
programmes to enhance India’s manufacturing capabilities and exports across the industries. Sector-
specific Production Linked incentives (PLI) have been introduced in the aftermath of the pandemic to
incentivise domestic and foreign investments and to develop global Champions in the manufacturing
industry. The PLI scheme will significantly boost production, exports and employment in the medium
term; however, its impact will be visible only with time. Early estimates of the impact of PLI show
encouraging trends in some sectors. The PLI scheme for large-scale electronics manufacturing has
attracted an investment of 34,784 crore and contributed to a total production of %2.04 lakh crore,
including exports of 280,769 crore (as of September 2022)*. The need for a dedicated government
policy to support domestic industrialisation amidst foreign competition can be better appreciated
from the industrialisation experiences of East Asian countries such as South Korea and Taiwan in
1960-1990. These countries supported their domestic industries during their high growth phase,
while also ensuring healthy competition required for the industries to grow. %

2.25 Production incentives under Aatmanirbhar Bharat also incentivise foreign investments for
domestic production. The last eight years have seen further liberalisation of the policy towards
foreign investors, with most sectors now open for 100% Foreign Direct Investment (FDI) under
the automatic route. This has resulted in a visible structural shift in the gross FDI flows to India

21 Chhibber, Ajay & Gupta, Swati, 2017. “Bolder Disinvestment or Better Performance Contracts? Which Way Forward for India’s State-
Owned Enterprises,”Working Papers17/205, National Institute of Public Finance and Policy.

22 https://pib.gov.in/PressReleaselframePage.aspx?PRID=1885189

23 Jostein Hauge, 2020. “Industrial policy in the era of global value chains: Towards a developmentalist framework drawing on the
industrialisation experiences of South Korea and Taiwan,” The World Economy, Wiley Blackwell, vol. 43(8), pages 2070-2092, August.
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during the last decade. India’s gross FDI has increased from an average of 2.2 per cent of GDP
during FY05-FY 14 to 2.6 per cent in FY 15-FY22 (Figure I1.10). The highest-ever annual gross
FDI inflow of USD 84.8 billion was recorded in FY22. These trends are an endorsement of
India’s status as a preferred investment destination amongst global investors.

Figure I1.10: Structural shift in the Gross FDI/GDP during 2014-15
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2.26 The government is developing enabling infrastructure for making India a cost-effective
production hub. The National Logistics Policy (2022)** has been launched to create an overarching
logistics ecosystem for lowering the cost of logistics and bringing it to par with other developed
countries. This would boost economic growth, provide employment opportunities, and make
Indian products more competitive in the global market. Moreover, opening the strategic sectors,
such as defence, mining and space, for the private sector has enhanced the business opportunities
in the economy. Investment incentives and easing business compliances have created an ecosystem
for the start-ups to nurture. The number of recognised Start-ups has increased from 452 in 2016 to
84,012 in 2022. More details on reforms for industries may be seen in Chapter 9.

2.27 Reforms to address the structural challenges faced by MSMEs have been a vital part of
the industrial policy in recent years. Support measures for MSMESs during the pandemic in the
form of the Emergency Credit Line Guarantee Scheme (ECLGS) and revision in the definition
of MSMEs under the ambit of Aatmanirbhar Bharat helped them face the crisis shock. The
ECLGS, in particular, has in the last two years benefited 1.14 crore MSMESs, which have availed
collateral-free loans amounting to 32.38 lakh crore. Further measures, such as the introduction
of TReDS to address the delayed payments for MSMEs, the inclusion of Retail and Wholesale
trades as MSMEs, and the extension of non-tax benefits for three years in case of an upward
change in the status of MSMEs, have created a resilient support system for the MSME sector
to grow. The MSMEs have also benefitted from access to digital platforms for their marketing
needs and easy payments. With the Open Network for Digital Commerce creating opportunities
for MSMEs to access e-commerce technology and diversify their target markets, this trend
will likely strengthen further. Moreover, onboarding GSTN as a Financial information provider

24 Details in Chapter 12
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on the Account aggregator platform will open up avenues for access to credit for MSMEs.
Enhancing opportunities and productivity of the MSME sector have large-scale implications for
a resilient production ecosystem, thus strengthening the growth prospects of the industry and the
economy as a whole. These reforms, therefore, must continue.

IV. Enhancing productivity in agriculture

2.28 The agriculture sector in India has grown at an average annual growth rate of 4.6 per cent
during the last six years. This growth is partly attributable to good monsoon years and partly to
the various reforms undertaken by the government to enhance agricultural productivity. Policies
such as Soil Health Cards, the Micro irrigation Fund, and organic and natural farming have helped
the farmers optimise resource use and reduce the cultivation cost. The promotion of Farmer
Producer Organisations (FPOs) and the National Agriculture Market (e-NAM) extension Platform
have empowered farmers, enhanced their resources, and enabled them to get good returns. Agri
Infrastructure Fund (AIF) has supported the creation of various agriculture infrastructures. Kisan
Rail exclusively caters to the movement of perishable Agri Horti commodities. Cluster Development
Programme (CDP) has promoted integrated and market-led development for horticulture clusters.
Support for creating a Start-up ecosystem in agriculture and allied sectors is also being provided
to the farmers. All these measures are directed towards supporting the growth in agricultural
productivity and sustaining its contribution to overall economic growth in the medium term.

Returns to the Economic and Structural Reforms after 2014
Shocks that the economy faced during 2014-22

2.29 Under normal circumstances, comprehensive and wide-ranging reforms undertaken in the
economy during the last eight years (as covered in the previous section) would have accelerated
India’s growth. But that was not to be. The ‘culprit’ is India’s balance sheet stress caused by the
credit boom in previous years. As per data from the Bank for International Settlements, India’s
non-financial private sector debt to GDP ratio went up from 72.9 per cent in March 2004 to 113.6
per cent by December 2010. That is an increase of 40.7 percentage points in just over six years.
In rupee terms, the amount of debt accumulated by the non-financial sector went up from nearly
44 lakh crore to almost 133 lakh crore. It trebled in six years. Despite limited economic reforms,
global capital flows and optimism about BRICS (Brazil, Russia, India, China and South Africa)
triggered a domestic credit and investment boom that eventually proved unsustainable, as the
twin deficit — fiscal and external - crisis of 2013 revealed. Thereafter the non-financial private
sector debt to GDP ratio began to come down meaningfully only from 2015 onwards, dropping
to a low of 83.8 per cent by December 2018. That is nearly a 30 percentage point reduction from
113.6 per cent in December 2010 over eight years.

2.30 Unsurprisingly, the credit to the private non-financial sector as a per cent of GDP was
consistently below its trend value for most of the second decade of the millennium, implying a
negative credit gap to GDP ratio (Figure II.11). The gap worsened to an unprecedented level of
25 percentin 2017. A statistically significant negative correlation (-0.5) between the Gross NPAs
and credit growth shows that the banks’ credit supply was severely constrained due to stress in
their balance sheet during the second decade.” That explains the large negative deviation of the
credit-to-GDP ratio from its trend.

25 Muduli, S. and Behera, H., 2021. Bank capital and monetary policy transmission in India. Macroeconomics and Finance in Emerging
Market Economies, pp.1-25. (https://bit.ly/3J9xvNG)
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Figure I1.11: Quarterly Credit to GDP Gap remained negative for most of the 2010s
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2.31 As investments made by companies went sour, it impaired their ability to repay bank
loans. Hence, banks’ non-performing assets began to rise. That set in motion a long period
of repair of the financial and non-financial sector balance sheets in the second half of the last
decade. The government and the RBI took several policy initiatives to help the financial sector
recoup the balance sheet stress during the 2010s. Some of these such as the amendment to the
SARFAESI Act 2002, implementation of the Insolvency and Bankruptcy Code (IBC), launch
of ‘Asset Quality Review’ (AQR), introduction of prompt corrective action (PCA) framework,
recapitalisation of Public Sector Banks (PSB), and merger of PSBs among others, helped in
cleaning up the balance sheets of banks/corporates.

2.32 Even as the balance sheets of banks and companies began to mend and improve, came the
collapse of the Infrastructure Finance and Leasing Services (IL&FS) in September 2018. It was
a big non-banking financial company (NBFC) with a huge asset base. Its collapse also had a
huge ripple effect on other non-banking financial entities. Few housing finance companies went
under as well. Hence, housing loan disbursements were disrupted. Usually, non-banking finance
companies lend to more borrowers and riskier borrowers than banks. They are refinanced by
banks. Their re-financings came down in the wake of the collapse of IL&FS, a big NBFC,
followed by the collapse of some housing finance companies. Therefore, bank credit growth
came down to single digits towards the end of 2019, continuing into 2020. Low credit growth
and hence weaker capital formation impacted economic growth.

2.33 The government responded with several measures to stem the fallout of the collapse of
IL&FS and housing finance companies, including a corporate tax cut in September 2019. Soon
thereafter, the pandemic struck, and the government had to address the emerging health, social
and economic consequences of unprecedented nature. These have been discussed in detail in
the previous two economic surveys of 2020-21 and 2021-22. These back-to-back shocks have
delayed the impact of such momentous reforms on the economic growth.



38 | Economic Survey 2022-23

The Period 2014-2022 is Analogous to the Period 1998-2002

2.34 India’s recent economic history provides a similar parallel to this situation. During 1998-
2002, transformative reforms were launched but yielded lagged growth dividends (Table I1.3).
This phenomenon was attributed to a series of one-off shocks resulting from external factors
and the domestic financial sector clean-up, which overshadowed the growth returns from 1998
to 2002%. By 2003, when the shocks dissipated, India participated in the global boom and grew
at a higher rate. Similarly, in the present context, as the global shocks of the pandemic and the
spike in commodity prices in 2022 fade away, the Indian economy is well placed to grow at its
potential in the coming decade.

Table I1.3: A parallel between the periods: 1998-2002 and 2014-2022

Shocks to the economy

¢ Nuclear device testing 1998; sanctions ¢ Period of Banking, Non-Banking and Non-
followed Financial Corporate Sector Balance-sheet
stress

¢ Banking and Corporate Sector deleveraging ¢ Unprecedented pandemic shock followed
and repairing balance-sheets by inflation global commodity price shock

+  Two successive droughts followed by tightening of financial conditions

¢ Technology bust; US recession and 09/11

+ Interest rate deregulation ¢ Unique Identity
¢ Privatisation ¢ Financial Inclusion
¢ Asset Recovery for banks ¢ GST leading to formalisation
¢ Infrastructure (Golden quadrilateral) ¢ Insolvency & Bankruptcy Code
¢ FRBM Act ¢ Privatisation
¢ Taxrates rationalisation and tax administration
reforms
¢ Decriminalisation of offences
¢ Vaccines roll-out
¢ Expenditure Management Reforms
¢ AatmaNirbhar Bharat
¢ Public Digital Infrastructure
¢ One-off shocks delayed the growth returns ¢ Balance sheets strengthened in the financial

sector; the corporate sector deleveraged by
about 30 percentage points (Non-financial
private sector debt to GDP ratio)

¢ Once shocks faded away, structural reforms * Emphasis on macro-economic stability while
paid growth dividends from 2003 onwards dealing with global shocks

26 Refer Paragraph 6 of this chapter for details
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Growth Magnets in this Decade (2023-2030)
India is prepared to grow at its potential once the one-off shocks recede

2.35 After along period of balance sheet repair in the financial and corporate sector, the financial
cycle is poised to turn upward. As the health and economic shocks of the pandemic and the spike
in commodity prices in 2022 wear off, the Indian economy is thus well placed to grow at its
potential in the coming decade, similar to the growth experience of the economy after 2003.
This is the primary reason for expecting India’s growth outlook to be better than it was
in the pre-pandemic years. The sound and healthy financial system developed over the last
few years will ensure efficient credit provisioning, contributing to higher growth in the coming
years through higher investments and consumption. Thanks to India’s digital revolution and
formalisation, banks have far more information about their customer’s credit risks than before,
thus being able to make credit and pricing decisions better than before. That should make for
a healthier and longer credit cycle than before. Bank credit growth has been well into double-
digits for quite some time now. A recent IMF Working paper®’ analyses the trends in the Credit-
to-GDP ratio gap®®, bank balance sheets and the GDP growth in India since 2012; and shows that
better-capitalised banks result in higher credit growth, which further translates into higher GDP
growth.

2.36 The digitalisation reforms and the resulting efficiency gains in terms of greater
formalisation, higher financial inclusion, and more economic opportunities will be the second
most important driver of India’s economic growth in the medium term. In its recent Article IV
report for India, IMF highlighted that India’s successful implementation of the wide-ranging
reforms and more than expected dividends from digitalisation could increase India’s medium-
term growth potential. * These productivity-enhancing reforms along with the Government's
Skilling initiatives, will also help unleash the benefits of the demographic dividend in the coming
years. In sum, various initiatives undertaken in the last eight years have bolstered India’s growth
potential, and it will be reflected in actual GDP growth as the effects of one-off the shocks recede.

2.37 The evolving geo-political situation also presents an opportunity for India to benefit from
the diversification of global supply chains. The last few years have exposed multinational firms
to unprecedented risks due to global trade tensions, pandemic-induced supply chain disruptions,
and the conflict in Europe. Firms were exposed to the risk of concentrating their production
in a single country. Therefore, given the global policy uncertainty, multinational firms are
gradually exploring strategies to diversify their production bases and supply chains. UNCTAD,
in one of its reports, shows that ‘reshoring, diversification, and regionalisation will drive the
restructuring of global value chains in the coming years’.> With enabling policy frameworks,
India presents itself as a credible destination for capital diversifying out of other countries.?! *?

27 IMF Working paper (WP/22/137)- Financial Sector and Economic Growth in India by Margaux MacDonald;TengTeng Xu (July 2022) —
(https://www.imf.org/en/Publications/ WP/Issues/2022/07/08/Financial-Sector-and-Economic-Growth-in-India-520580)

28 Difference between actual ratio and its trend value

29  https://www.imf.org/en/Publications/CR/Issues/2022/12/21/India-2022-Article-IV-Consultation-Press-Release-Staff-Report-and-State-
ment-by-the-527283

30 UNCTAD World Investment report 2020 (https://unctad.org/news/covid-19-will-likely-transform-global-production-says-un-report;
https://unctad.org/system/files/official-document/wir2020_en.pdf)

31 ‘Helped by PLI scheme, Apple’s India exports set to hit Rs 20,000 crore’, Business Standard, December 2022 (https://www.business-
standard.com/article/companies/helped-by-pli-scheme-apple-s-iphone-exports-from-india-hit-record-122121200940 _1.html)

32 ‘India to get more Apple suppliers as iPhone production picks up: Experts’, Business Standard, December 2022 (https://www.business-

standard.com/article/technology/india-to-get-more-apple-suppliers-as-iphone-production-picks-up-experts-122121900505 _1.html)



40 | Economic Survey 2022-23

The recently published Chief Economists Outlook 2023 (World Economic Forum) highlights
India’s opportunity to gain from these global trends of supply chain diversification.*

2.38 While the new age reforms undertaken over the last eight years form the foundation of
a resilient, partnership-based governance ecosystem and restore the ability of the economy to
grow healthily, further reforms are needed to ensure that economic growth can both accelerate
and be sustained at higher levels, to deliver a better quality of life. The deregulation and
simplification of compliances should continue to dismantle the licensing, inspection and
compliance regime entirely. State governments have to address power sector issues, and the
financial viability concerns of the Discoms have to be addressed. Impetus must be given to
education and skilling to match the requirements of modern industry and technologies, deal
with twenty-first-century challenges such as climate change and energy transition, and make the
most of India’s demographic dividend. Initiatives to sensitise the population towards a healthy
lifestyle should be continued. Strategies to arrest and reverse the rising obesity levels should be
adopted.* Long-range plans need to be formulated to secure the necessary metals and minerals
required for energy transition and diversification. Determined efforts should be taken to make
the public sector asset monetisation scheme successful in realising wide-ranging efficiency gains
from the programme. If asset monetisation revenues are used to reduce public sector debt, the
sovereign credit rating will improve, leading to a lower cost of capital. That will be the biggest
fiscal stimulus to the economy. Reforms to reduce the compliance burden on MSMEs, enhance
their access to finance and working capital and equip them with skills, knowledge and attitude
to grow their businesses responsibly must continue. State governments should make conclusive
progress on the various factor market reforms in different stages of completion.

2.39 In this chapter, we have shown that the Indian economy had not lost its vigour, nor have
government reform measures their effectiveness. The Indian economy could have grown faster
in the absence of the financial and corporate sector balance sheet stress. Even as we were looking
forward to the economy being able to reap the benefits of improved and healthier balance sheets
in the new decade, it was buffeted by the global pandemic followed by a sharp rise in the prices
of food, fuel and fertiliser. Negative shocks will and do fade, as they did in the early years of the
new millennium. Now, financial and corporate sector balance sheets are in good shape, and there
is a willingness to borrow and lend. Hence, it is inevitable that the effects of these reforms will
now shine through. A restored credit cycle will rejuvenate the Indian private sector capex cycle.
That alone is adequate to enable India to grow at least 6 per cent per annum in real terms. On top
of that, the higher economic efficiency resulting from the public digital infrastructure created
over the last 6-7 years will also add 30- 50 basis points to the potential GDP growth. The growth
effects of the maturation of India’s public digital infrastructure are insufficiently understood.
Formalisation and financial inclusion that it has enabled are too evident to be ignored. It is
a matter of time before its growth effects become persistent in the data. That is why we are
optimistic that India will achieve an average of 6.5 per cent real GDP growth in the medium
term. In addition, if the other reforms explained in the previous paragraph are pursued in the
coming years, India’s potential GDP growth can rise to 7-8 per cent per annum in the medium
term.

33 Chief Economists Outlook 2023 (World economic Forum)- https://www.weforum.org/reports/chief-economists-outlook-jan-2023
34 As per National Family Health Survey 5, Obesity is rising for both men and women across all states .
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CHAPTER

FISCALDEVELOPMENTS:
REVENUE RELISH

The Union Budget for FY23 was presented in an uncertain macroeconomic environment.
Soon after its presentation, the geopolitical conflict aggravated global supply disruptions
and adversely impacted the prices of fuel, food, and other essential commodities. The
Government of India's fiscal policy response to the crisis comprised of a judicious mix
of increasing food and fertiliser subsidies on the one hand and a reduction in taxes on
fuel and certain imported products on the other. Despite these additional fiscal pressures
during the year, the Union Government is on track to achieve the budget estimate for the
fiscal deficit in FY23. The resilience in the fiscal performance of the Union Government
has been facilitated by the recovery in economic activity, buoyancy in revenues from
direct taxes and GST, and realistic assumptions in the Budget. The Gross Tax Revenue
registered a YoY growth of 15.5 per cent from April to November 2022, driven by robust
growth in the direct taxes and Goods and Services Tax (GST). The growth in direct taxes
during the first eight months of the year was much higher than their corresponding
longer-term averages. The GST has stabilised as a vital revenue source for central and
state governments, with the gross GST collections increasing at 24.8 per cent on YoY basis
during April - December 2022.

On the expenditure side, the Union Government's emphasis on capital expenditure
(Capex) has continued despite higher revenue expenditure requirements during the year.
The Centre's Capex has steadily increased from a long-term average of 1.7 per cent of
GDP (FY09 to FY20) to 2.5 per cent of GDP in FY22 PA. The Centre has also incentivised
the State Governments through interest-free loans and enhanced borrowing ceilings to
prioritise their spending on Capex. With an emphasis on infrastructure-intensive sectors
like roads and highways, railways, and housing and urban affairs, the increase in Capex
has large-scale positive implications for medium-term growth. This Capex-led growth
strategy will enable India to keep the growth-interest rate differential positive, leading to
a sustainable government debt to GDP in the medium run.
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Introduction

3.1 With the continuing global risks and uncertainties, the availability of fiscal space with
governments has become paramount. It is especially true following the recent incidence of the
pandemic when the fiscal policy became an effective macroeconomic stabilisation tool globally.
In India, particularly when all economic activities had reached a standstill, fiscal policy was
instrumental in providing a safety net to the vulnerable, reviving the economy by boosting
demand, and addressing certain domestic supply-side constraints through public investments
and sustained structural reforms.

3.2 The large, frontloaded packages across the countries led to over-stimulation of demand,
leading to its much faster recovery. In combination with the still-existing supply disruptions and
constraints, the overheating of the economy led to inflationary pressures. The conflict in Europe
and the related geopolitical developments aggravated the crisis. The slowing global growth,
rising interest rates, persistently high inflation rates and uncertain global environment have thus
posed certain pertinent questions for fiscal-policy experts to motivate the overarching fiscal
policy strategy. How to evaluate the trade-off between maintaining fiscal support to manage
the continuing crisis versus withdrawing fiscal stimulus from the economy to control inflation
and regain the lost fiscal space? When to do so and at what pace? While a sudden withdrawal
may have costs for medium-term growth, a slow withdrawal may be inflationary and hence put
upward pressure on yields, making the debt costly. Moreover, the financial markets may have
less tolerance for fiscal unorthodoxy in an era of rising interest rates'.

3.3 Against this backdrop, the Government of India adopted a calibrated fiscal response to the
pandemic and planned to withdraw the fiscal stimulus gradually as it moves along the glide path
outlined in the Budget FY22. This chapter discusses the government's fiscal strategy amidst
uncertain geopolitical developments. The chapter starts with a discussion of the performance of
the Union Government's finances, followed by an overview of the State finances. It concludes
with a commentary on India's debt profile.

Developments in Union Government finances

3.4 While India entered the pandemic with a stretched fiscal position, the government's
prudent and calibrated fiscal response enabled stable public finances even amidst the present
uncertainties. The fiscal deficit of the Union Government, which reached 9.2 per cent of GDP
during the pandemic year FY21, has moderated to 6.7 per cent of GDP in FY22 PA and is
further budgeted to reach 6.4 per cent of GDP in FY23 (Figure III.1). This gradual decline in
the Union government's fiscal deficit as a per cent of GDP, in line with the fiscal glide path
envisioned by the government, is a result of careful fiscal management supported by buoyant
revenue collection over the last two years.

"“Ruchir Sharma’s investor guide to 2023: from peak dollar to better TV, Financial Times, 6th January 2023 (https://www.ft.com/con-
tent/3e040c2c-f7¢4-4121-9dfe-7ba573270717)
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Figure II1.1: Trends in Union government Figure I11.2: Government on track to achieve
deficits over the years- On the way to fiscal the Fiscal deficit target for FY23
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Union Government on track to achieve the Fiscal deficit target for FY23

3.5 The Union Budget for FY23 was presented in a recovering yet uncertain macroeconomic
environment, not anticipating the geopolitical developments that unfolded during the year. As the
conflict in Europe broke out early in the year, it aggravated supply disruptions and had an adverse
impact on the prices of fuel, food, and other essential commodities. The government's fiscal
policy response necessitated additional spending on food and fertiliser subsidies, accompanied
by specific duty cuts to control the pass-through of the high imported prices to the consumers/
users. Despite additional fiscal resource pressures during the year, the Union Government is
well on track to achieve the budget estimate for the fiscal deficit in FY23. The fiscal deficit of
the Union Government at the end of November 2022 stood at 58.9 per cent of the BE, lower than
the five-year moving average of 104.6 per cent of BE during the same period (Figure I11.2).

Conservative budget assumptions provide a buffer during global uncertainties.

3.6 This resilience in the fiscal performance of the Centre has resulted due to a recovery in
economic activity, buoyancy in revenues observed during the year, and conservative assumptions
of macroeconomic variables in the Budget. The prudent assumptions in Budget FY23 provided a
buffer to the government during global uncertainties. As an illustration, the Gross Tax Revenue
(GTR) to the Centre was envisaged to grow at 9.6 per cent in FY23 BE relative to FY22 RE.
However, given the higher 'Provisional Actual' figures recorded for the GTR relative to the
Revised estimates in FY22, the growth in GTR of FY23 BE turns out to be a mere 1.8 per cent
over FY22 PA. Against this implicit (budgeted) growth, the data of the first eight months of the
year show that GTR has grown at a much higher rate (Table II1.1). The annual estimate of GTR
for FY23 is thus expected to overshoot the budget estimates.
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Table: III.1: Stable performance of the Union Government fiscal indicators from April to
November 2022

Apr-Nov Apr-Nov Apr-Nov Apr-Nov SyrAvg Apr-Nov Apr-Nov

BEFY23 021 2022 2021 2022 Apr-Nev 2021 2022

Revenue Receipts ~ 22.04 13.58 14.23 75.9 64.6 12.3 67.1 4.8

Gross tax revenue 27.58 15.42 17.81 69.5 64.6 13.9 50.3 15.5

Assignment to

8.17 4.03 5.51 60.5 67.5 16.6 20.4 36.8
States

Tax Revenue (net
to Centre)
Non-Tax Revenue 2.70 2.23 1.98 91.8 73.5 13.3 79.5 -11.1

Non-Debt Capital

19.35 11.35 12.25 73.5 63.3 12.9 64.9 7.9

0.79 0.21 0.41 11.0 52.3 30.6 14.1 100.4

Receipts

Non-Debt receipts ~ 22.84 1379 14.65  69.8 64.1 122 66.0 6.2
Total Expenditure  39.45 2075 2443  59.6 61.9 11.4 8.8 17.7
gz;:gmre 3195 1801 1996 615 62.5 11.4 8.2 10.8
gigief(lﬁmre 7.50 274 447 494 59.6 129 135 634
Revenue Deficit ~ 9.90 4.43 573 388 57.8 114 481 293
Fiscal Deficit 1661 696 978 462 58.9 115 -353 406
Primary Deficit ~ 7.21 234 433 335 60.1 131 662  85.1

Source: Union Budget documents, O/o CGA

Performance of Union Government Non-debt Receipts

3.7 The Union government's non-debt receipts comprise revenue receipts (tax and non-tax)
and non-debt capital receipts. The shortfall in the non-debt receipts to meet the expenditure
requirement is met by borrowings of the government (called fiscal deficit). This section evaluates
the performance of the Receipts side of the Union Government's finances.

Sustained revenue buoyancy over the last two years

3.8 After plummeting during the pandemic-affected year FY21, revenue receipts registered
robust growth in FY22 PA, both on a YoY basis and to the pre-pandemic year FY20
(Annexe 1: Table 3). This revenue revival was attributed to a rebound in the collection of all
major direct and indirect taxes (except excise duties) in FY22. Last year's revenue buoyancy
momentum is continuing into the current year. The Gross Tax Revenue registered a YoY growth
of 15.5 per cent from April to November 2022, and the Net Tax Revenue to the Centre after the
assignment to states grew by 7.9 per cent on a YoY basis (Table I11.1, II1.2).
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Table: I11.2: Buoyant Union Government taxes from April to November 2022

BE FY23 Apr-Nov Apr-Nov Apr-Nov Apr-Nov Apr-Nov Apr-Nov

2021 2022 2021 2022 2021 2022

Gross Tax Revenue, of o7 58 547 1781  69.5 64.6 50.3 15.5
which
Direct taxes 14.20 7.00 8.67 63.1 61.0 66.3 239
a. Corporation Tax 7.20 3.54 4.28 64.6 59.5 90.4 21.1
b. Taxes on income

other than 7.00 3.46 4.39 61.7 62.7 47.2 26.7

Corporation tax
Indirect taxes 13.30 8.21 8.91 74.5 67.0 38.6 8.5
c. Custom 2.13 1.26 1.41 92.5 66.4 99.5 12.4
& Uil O ke 3.35 2.42 1.91 72.2 57.1 232 209

Duties
e. Service Tax 0.02 0.01 0.00 50.2 204 -52.6 -18.7
f. GST 7.80 4.53 5.57 71.9 71.5 36.5 23.1

Source: Union Budget documents, O/o CGA

3.9 The resilience exhibited by economic growth underpins the sustained revenue buoyancy
observed over the years. However, that revenues have grown at a pace much higher than the
growth in GDP is a testimony to the effectiveness of efforts taken by the government to expand
the tax base and enhance tax compliance. Structural reforms like the introduction of GST and
the digitalisation of economic transactions have led to the greater formalisation of the economy
and hence expanded the tax net. Other tax administration/policy measures, such as the Faceless
Assessment and Appeal, simplification of return filing, assistance to taxpayers in getting familiar
with the systems, generation of e-way bills under the GST system, and information sharing
between government departments among others, have nudged higher tax compliance through
technology and artificial intelligence. Details may be seen in Annexe 2 and 3.

Direct taxes propelling the growth in Gross tax revenue

3.10 Direct taxes, which broadly constitute half of the Gross Tax Revenue (Figure I11.3), have
registered a YoY growth of 26 per cent from April to November 2022, enabled by corporate
and personal income tax growth. The growth rates observed in the major direct taxes during the
first eight months of FY23 were much higher than their corresponding longer-term averages
(Figure I11.4).
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Figure II1.3: Composition of tax profile of Figure I11.4: Growth in Centre's direct taxes
Union Government (FY23 BE) are higher than their corresponding longer-term
averages during the period April to November
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Note: GTR - Gross Tax Revenue, GST - Goods and Services Tax, CIT - Corporation Income Tax, PIT - Taxes on
Income other than Corporation Income Tax.m UED - Union Excise Duties

Customs and Excise duties act as Flexi-fiscal policy tools

3.11 While direct taxes have safeguarded the revenue buoyancy, indirect taxes such as customs
and excise duties have acted as flexible policy tools during the fiscal response to the pandemic.
When the collection of direct and indirect taxes was adversely impacted during the pandemic
year FY21, and low global oil prices created some elbow room for raising taxes on petroleum, the
government raised the excise duty on petrol and diesel to augment the revenue pool. Subsequently,
when other taxes recovered and inflationary pressures built up in the economy, the government
reduced the excise duty in November 2021 and May 2022 to control the pass-through of the rising
global oil prices on the consumers. The budget estimate had factored in negative growth of 15 per
cent on excise collections for FY23. In line with the expectation, the excise duty collection has
declined by 20.9 per cent from April to November 2022 on a YoY basis.

3.12 Given the rise in prices of essential imported products during FY23, customs duties were
brought down on several items to control the inflation impact on edible oils, pulses, cotton, steel,
etc. However, high imports during the current year have led to a 12.4 per cent YoY growth in the
customs collection from April to November 2022 (Table I11.2), which is higher than the average
growth during the corresponding period from FY13 to FY19.

Stabilising Goods and Services Tax yielding returns

3.13 The Goods and Services Tax (GST) has evolved and stabilised as a vital revenue source
for central and state governments (may refer Box III.1). Their gross GST collections, taken
together, were X13.40 lakh crore from April to December 2022. Thus, implying a YoY growth
of 24.8 per cent (Figure I11.5). The pick-up in GST collections was consistently spread across all
the months during the current fiscal year, with an average monthly collection of X1.5 lakh crore
(Figure I11.6). The improvement in GST collections has been due to the combined effect of the
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rapid economic recovery post-pandemic, the nationwide drive against GST evaders and fake
bills along with many systemic changes introduced recently, and various rate rationalisation
measures undertaken by the GST Council to correct inverted duty structure. Consistent efforts
have resulted in a doubling of the GST net, with the number of GST taxpayers increasing
from nearly 70 lakh in 20172 to more than 1.4 crore in 2022. Apart from directly supporting
government revenues, GST has led to better reporting of income, which in turn has positive
externalities for income tax collection and economic activity.

Figure II1.5: High YoY growth in
cumulative Gross GST collections
from April to December

Figure I11.6: Continued momentum in
monthly Gross GST collections
over the years
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Has the shift to GST improved or worsened the buoyancy of India's indirect tax system? This box
attempts an analysis to shed light on this question.

The aggregate State and Central taxes subsumed in the GST exhibited a CAGR of 11.53 per cent in
the pre-GST period (FY'13 to FY17). The nominal GDP grew at a CAGR of 11.54 per cent during this
period (see items 1 to 7 of Table 1A). Since the growth of the subsumed taxes was marginally less than
the growth of GDP, the buoyancy was just below one and could be taken as one for practical purposes.

The post-GST period experienced many headwinds, most notably the exogenous shock of the Covid
pandemic. The nominal GDP grew at a slower CAGR of 9.6 per cent in the post-GST years (FY19 to
FY23). However, GST collections have grown at a CAGR of 10.9 per cent (see items 8 to 10 of Table
1B), implying aggregate GST collections buoyancy of around 1.1. This has occurred even though
the effective GST rate has fallen from inception (from 14.4 per cent in 2017 to 11.6 per cent in 2019,
according to RBI).

’PMEAC Report- ‘GST-Connecting the remaining dots’, June 2022
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Improved tax collection efficiency was one of the main arguments in favour of GST. The evidence
so far suggests that GST is indeed showing a higher buoyancy than the pre-GST system. This augurs
well for future resource mobilisation in the economy.

Comparing the performance of All taxes subsumed in GST (Pre vs post-GST period)

Table 1A: Pre GST period

% lakh crore
State taxes subsumed in GST

1. Subsumed total state tax

collestion or/ GST portal 2.86 3.09 3.32 3.97 3.92

2. Augmented total states

taxes subsumed in GST® 3.22 3.48 3.73 441 441
Central taxes subsumed in GST

3. Union Excise duties from
non-petroleum products

4. Service tax 1.33 1.55 1.68 2.11 2.54

5. Total of Central taxes
subsumed in GST ((3)+(4))

6. Total taxes subsumed in GST

0.33 0.35 0.34 0.37 0.60

1.66 1.90 2.02 2.48 3.14

o
(Centre + States) (2)+(5)) 4.88 5.37 5.75 6.90 7.55 11.53%
7. Nominal GDP 99.44 11234 124.68 137.72 153.92 11.54%
Buoyancy of total subsumed taxes in GST 0.9988

Table 1B: Post GST period

T lakh crore
8. Total GST collections

(Wi sumlics) 8.77 9.44 8.66 10.98 12.94 10.2%
(9111 Zﬁi‘iﬁsgsci?léicggg w177 1222 1137 1490 1780 10.9%
10. India Nominal GDP 189.00 200.75 198.01 236.65 273.09 9.6%

Buoyancy of GST collections (domestic supplies) 1.0603
Buoyancy of GST collections (including GST on imports) 1.1299

Note: (a) State taxes subsumed in the GST are taken from the GST portal. Since the data presented in the portal does
not include the subsumed state taxes for Gujarat, Haryana, and Arunachal Pradesh, the data is augmented to arrive
at an all-inclusive collections figure (Row B).

(b) * The collection for FY23 have been extrapolated based on the average collections from May to Dec 2022.
Sources: Department of Revenue, Union budgets, MoSPI, PIB releases.
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Centre on track to meet Non-Tax Revenue targets

3.14 The non-tax revenue to the Centre mainly includes interest receipts on loans to States and
Union Territories, dividends and profits from Public Sector Enterprises and the Reserve Bank
of India, and external grants and receipts for services the Union Government provides. Budget
FY23 envisaged a lower collection of non-tax revenue receipts during the current year relative
to FY22 (around 22.5 per cent lower than FY22 PA) (Table II1.3). Of the budgeted amount, 73.5
per cent has been collected up to November 2022.

Table II1.3: Trends in Non-tax Revenue of Union Government

% lakh crore
Interest receipts 0.14 0.12 0.12 0.17 0.22 0.18 0.17
Dividends & Profits 0.91 1.13 1.86 0.97 1.61 1.14 0.68
External Grants 0.04 0.01 0.00 0.02 0.01 0.01 0.01
Others 0.84 1.07 1.27 0.90 1.64 1.34 1.12
Non-tax Revenue 1.93 2.36 3.27 2.08 3.48 2.70 1.98

Source: Union Budget documents, O/o CGA

Committed towards disinvestment but dependent on external factors

3.15 Apart from the tax and non-tax revenue of the Union Government, non-debt capital
receipts, which comprise recovery of loans and advances, and disinvestment receipts, have
evolved as an important component of the non-debt receipts for the Union Government. During
FY15 to FY23 (as of 18 January 2023), an amount of about 34.07 lakh crore has been realised
as proceeds from disinvestment through 154 transactions using various modes/instruments.
This includes %3.02 lakh crore realised from minority stake sale and 369,412 crore® realised
from strategic disinvestment transactions (in 10 CPSEs - HPCL, REC, DCIL, HSCC, NPCC.
NEEPCO, THDC, Kamrajar Port, Air India and NINL).

3.16 The pandemic-induced uncertainty, the geopolitical conflict, and the associated risks have
posed challenges before the plans and prospects of the government's disinvestment transactions
over the last three years. Nevertheless, the government has reaffirmed its commitment towards
privatisation and strategic disinvestment of Public Sector Enterprises by implementing the New
Public Sector Enterprise Policy and Asset Monetisation Strategy. Out of the budgeted amount
0t 365,000 crore for FY23, 48 per cent has been collected as of 18 January 2023.

Performance of Union Government Expenditure
Pragmatic expenditure policy of re-prioritisation

3.17 Last few years have underlined the importance of countercyclical fiscal policy measures
to support the economy during a crisis. The pandemic mandated additional expenditure
requirements during FY21. The total expenditure of the Union Government in FY21 rose to

3This amount does not include Rs. 12,100 cr received as Enterprise Value for NINL transaction as Government of India didn’t have any direct
equity in this Joint Venture of Central and State PSEs.
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17.7 per cent of GDP, higher than the previous 5-year average of 12.8 per cent of GDP (Annexe
1: Table 2). The government adopted a pragmatic approach of increasing its expenditure in
a calibrated way. Upon ensuring the basic safety nets for the vulnerable, the emphasis of the
Government expenditure shifted to productive domestic capital expenditure. In the subsequent
year, FY22, the total Union Government expenditure was brought down to 16 per cent of GDP
(PA), and a more significant proportion of this accrued to capital expenditure (Figure I11.8). The
capital expenditure by the Centre has steadily increased from a long-term average of 1.7 per cent
of GDP (FY09 to FY20) to 2.5 per cent of GDP in FY22 PA. It is further budgeted to increase
to 2.9 per cent of GDP in FY23. (Figure II1.7). This highlights an improvement in the quality of
Government expenditure over the years.

Figure II1.7: Increasing Union Government capital expenditure to GDP ratio
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Figure II1.8: Rising share of Capital Figure II1.9: High growth in capital expenditure
Expenditure in Total Expenditure of the Union  of the Union Government during the April-
Government November period
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Capex-led growth to bring back animal spirits and manage debt levels

3.18 In absolute terms, the Government of India had budgeted an unprecedented X7.5 lakh
crore of Capital Expenditure for FY23, of which more than 59.6 per cent has been spent from
April to November 2022. During this period, capital expenditure registered a YoY growth of
over 60 per cent, much higher than the long-term average growth of 13.5 per cent recorded in
the corresponding period from FY16 to FY20 (Figure I11.9).

3.19 The Government's thrust on Capital expenditure, particularly in the infrastructure-intensive
sectors like roads and highways, railways, and housing and urban affairs, has longer-term
implications for growth (Table II11.4). While on the one hand, capital expenditure strengthens
aggregate demand and crowds-in private spending in times of risk aversion; it also enhances
the longer-term supply-side productive capacity. With early signs of a rebound in private sector
investments in recent months, capital expenditure has played its role (details in chapter 1).
To push for enhancing Capex from all directions, the Centre announced several incentives to
boost states' capital expenditure in the form of long-term interest-free loans and capex-linked
additional borrowing provisions.

Table II1.4: Centre's Capital expenditure focussed on infra-related sectors

X lakh crore  (Per cent)

Road Transport and Highways 1.88 1.49%* 0.74 102.10
Railways 1.37 1.15 0.65 76.65

Defence Services (capital outlay) 1.52 0.73 0.73 0.88

Transfer to States 1.12 0.43 0.08 438.54
Telecommunications 0.54 0.25 0.03 692.43
Housing and Urban Affairs 0.27 0.11 0.17 -32.47
Atomic Energy 0.14 0.09 0.06 47.50
Defence (Civil) 0.08 0.05 0.04 22.13

Police 0.11 0.05 0.03 53.22
Space 0.07 0.02 0.04 -48.74
Health and Family Welfare 0.06 0.01 0.02 -16.33

Note: * of which X1.44 lakh crore is on account of Inter Account Transfer to Reserve Funds from the Capital
Section.
Source: Union Budget documents, O/o CGA

Geopolitical developments stretched the Revenue Expenditure requirements

3.20 Thessignificant components of the Centre's revenue expenditure include Interest payments,
major subsidies, salaries of Government employees, pensions, defence revenue expenditure,
and transfers to States (Table IIL.5). A substantial portion of the Centre's revenue expenditure
i1s committed and allows limited flexibility in creating additional fiscal headroom if required.
However, re-prioritising expenditure and rationalising subsidies are essential tools to stimulate
aggregate demand and fulfil redistributive imperatives.
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Table II1.5: Major Items of Revenue Expenditure by Union Government

(in X Lakh crore)
Revenue Expenditure of which 18.79 20.07 23.51 30.84 32.01 31.95

a. Salaries (pay & allowances) 1.94 2.11 2.28 3.34 3.67 4.10
b. Pensions 1.46 1.6 1.84 2.08 1.99 2.07
c. Interest payment 5.29 5.83 6.12 6.80 8.05 9.41
d. Major subsidies 1.91 1.97 2.28 7.08 4.46 3.18
e. Defence Services 1.86 1.96 2.08 2.06 2.29 2.33

Note: Salaries for FY22 are Revised estimates

Source: Union Budget documents, O/o CGA

3.21 With the winding up of the pandemic-related support, the revenue expenditure of the Union
government was brought down from 15.6 per cent of GDP in the pandemic year FY21 to 13.5
per cent of GDP in FY22 PA (Annexe 1: Table 2). This contraction was led by a reduction of
the subsidy expenditure as the economy recovered from the pandemic. The subsidy expenditure
was brought down from 3.6 per cent of GDP in FY21 to 1.9 per cent of GDP in FY22 PA. It was
further budgeted to reduce to 1.2 per cent of GDP in FY23.

3.22 Due to the sudden outbreak of geopolitical conflict resulting in higher international
prices for food, fertiliser and fuel, there was a higher food and fertiliser subsidy requirement
for supporting the people and ensuring macroeconomic stability. Around 94.7 per cent of the
budgeted expenditure on subsidies has been utilised from April to November 2022. In the first
batch of Supplementary Demands for Grants for FY23, the Union Government has sought an
additional 80,000 crore for the expenditure towards food subsidy and additional allocation
under Pradhan Mantri Garib Kalyan Anna Yojana (PMGKAY) and %1.09 lakh crore for fertiliser
subsidy required during the year. As a result, the revenue expenditure from April to November
2022 has grown by over 10 per cent on a YoY basis, higher than the growth noted in the
corresponding period last year (Table IIL.1).

3.23 Another major component of revenue expenditure, interest payments, had maintained a
stable ratio of non-debt receipts and revenue expenditure during the pre-pandemic years (Figure
II1.10). Higher resource requirements and lower revenue collections during the pandemic
resulted in higher borrowings by the Union Government. Interest payments as a proportion of
receipts went up after the pandemic outbreak. However, in the medium term, as we move along
the fiscal glide path, buoyancy in revenues, aggressive asset monetisation, efficiency gains, and
privatisation would help pay down the public debt, thus bringing down interest payments and
releasing more monies for other priorities.
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Figure I11.10: High-interest payments as a per cent of receipts to be brought down through
varied initiatives for resource mobilisation
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Source: Union Budget documents, O/o CGA

3.24 Tt is evident from this overview of the Union Government finances that the additional
expenditure needs of the Centre arising during the current year are expected to be fulfilled by
the more-than-anticipated revenue collections. Thus, it is expected that reaching the budget
estimate for the fiscal deficit during FY23 will not be a concern for the Union Government. With
resilient economic growth, continued revenue buoyancy, and careful expenditure management
over the medium run, the Union Government will be on track with the fiscal path outlined
by the Medium-Term Fiscal Policy Statement. Moreover, the budgetary reforms introduced

by the Union Government in the last few years will support attaining the fiscal policy targets
(Box II1.2).

A transparent, comprehensive and realistic budgetary process enables better fiscal management.*
This section discusses some of the major governance reforms introduced in the Union Budget over
the last few years that have resulted in greater efficiency in public spending.

1. Improved fiscal transparency and realistic revenue assumptions in the Budget

The Union Government has accorded the highest priority to improving transparency in its financial
statements and accounts by bringing below-the-line expenditures above the line. The Extra-Budgetary
borrowings of the Union Government were brought down from 1.48 lakh crore in FY20 and %1.21
lakh crore in FY21 to X750 crore in FY22 (RE). No Extra Budgetary Resources were estimated for
FY23 in the Budget.

“Section 3- Budget preparation - Guidelines for Public Expenditure Management (IMF, 1999)- https://www.imf.org/external/pubs/ft/expend/
guide3.htm
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In addition to cleaner fiscal accounting, Budget 2022 based its revenue projections on realistic
assumptions, thus providing a buffer to the government in an uncertain global environment. These
measures credibly demonstrate the government's commitment to sound fiscal management and
provide an adequate buffer to deal with global challenges.

2. Discontinuation of Plan-Non plan classification®

The Budget FY 18 discontinued having Plan and Non-Plan classifications of Government expenditure.
The reform gave a greater emphasis to the Revenue and Capital classification of Government
expenditure. Over the years, a broad understanding had been that Plan expenditures were good and
Non-Plan expenditures were bad, resulting in skewed allocations in the Budget. The reform enabled
effective planning and allocation of resources in the Budget.

3. Merger of railway Budget with the Main Budget®

The railway budget was merged with the Union Budget from FY18. The reform gave a holistic
picture of the government's financial position. The initiative envisaged facilitating multimodal
transport planning between highways, railways and inland waterways, which has been strengthened
in the subsequent years through Gatishakti.

The reform has helped to enhance the efficiency of resources for both Railways and the Union
Government. While the merger has exempted Railways from paying dividends to the Government
Revenues, it allows the Ministry of Finance to have a greater elbow room at the mid-year review
for better allocation of resources. It has also enabled the Ministry of Finance to ensure a coherent
emphasis on capital expenditure across sectors in recent years.

4. Shifting the date of the Budget to 1 February

The date of the Budget was advanced to 1 February from the Budget FY18. The advancement of
Budget presentation by a month has paved the way for early completion of the Budget cycle. It has
also enabled the Ministries to ensure better planning and execution of schemes from the beginning
of the financial year.

Overview of State Government Finances
Performance of State finances

3.25 State Governments improved their finances in FY22 after being adversely impacted by the
pandemic in FY21. The combined Gross Fiscal Deficit (GFD) of the States, which increased
to 4.1 per cent of GDP in the pandemic-affected year, was brought down to 2.8 per cent in
FY22 PA. Given the geopolitical uncertainties, the consolidated GFD-GDP ratio for States has
been budgeted 3.4 per cent in FY23 (Figure II1.11). However, the States' monthly fiscal Accounts
data released by O/0 CAG shows that from April- November 2022, the combined borrowings
of the 27 major states have just reached 33.5 per cent of their total budgeted borrowings for the
year. (Figure I11.12)

Shttps://pib.gov.in/newsite/PrintRelease.aspx?relid=136996
‘https://pib.gov.in/newsite/PrintRelease.aspx?relid=153672
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Figure II1.11: Consolidation of States' Deficits  Figure II1.12: Lower States' Combined Fiscal
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Note: Figure 12 includes data for 27 states

3.26 It is pertinent to note that states had unutilised borrowing limits during the last three years.
Given the resource constraints of state governments, the Centre enhanced the net borrowing
ceilings (NBC) for States to 5 per cent of GSDP in FY21, 4 per cent of GSDP in FY22, and 3.5
per cent of GSDP in FY23.

3.27 As per FY23 Budget Estimates of the State Governments, the States' combined own Tax
revenue and own Non-Tax revenue were anticipated to grow at 17.5 per cent and 25.6 per cent,
respectively, over FY22 RE. This growth is a continuation of the buoyancy momentum observed
in the FY22 RE. On the expenditure side, revenue and capital expenditures in FY22 BE were
envisaged to grow at 10.4 per cent and 16 per cent, respectively, over FY22 RE. The RBI
Study on State Finances highlights that the Capital outlay, a part of the capital expenditure, has
recorded a higher growth in Provisional Actuals than that estimated in the Revised estimates.
The capital outlay of States grew by 31.7 per cent in FY22 PA. This increase is attributable to
strong revenue buoyancy and the support provided by the Centre in terms of advance releases
of payments to the states, GST compensation payments, and interest-free loans. The Centre's
initiatives to support State finances are discussed in the forthcoming sections.

Cooperative fiscal federalism drives a well-targeted fiscal policy
Transfer from Centre to States

3.28 Transfer of funds to the States comprises the share of States in Union taxes devolved to the
States, Finance Commission Grants, Centrally Sponsored Schemes (CSS), and other transfers.
Total transfers to States have risen between FY 19 and FY23 BE (refer to Table I11.6).
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Table I11.6: Details of transfers from Centre to States (other than devolution to States)

(in % lakh crore)

Centrally Sponsored Schemes 3.0 3.1 3.8 4.2 4.4
Finance Commission Grants 0.9 1.2 1.8 2.1 1.9
Other Grants/Loans/Transfers 0.9 2.0 1.9 2.3 3.0

Source: Union budget documents

3.29 The Finance Commission had recommended allocation of an amounting to 31.92 lakh
crore for FY23 in respect of post-devolution revenue deficit grants, grants to local bodies, health
sector grants, and disaster management grants under Article 275 of the Constitution. The details
of the grants released during the current year may be seen in Table II1.7 below.

Table II1.7: Allocation of grants to the State Governments as recommended by the 15th FC

(in X crore)

1 Post Devolution Revenue Deficit Grant 86,201 57,467
2 Disaster Management Grand (Union Share) 23,294 10,976
3 Local Bodies Grants 69,421 28,609
4.  Health Sector Grants 13,192 275
Grand Total 1,92,108 1,61,230

Source: Department of Expenditure

Supporting the GST compensation payments during crisis

3.30 Recognising the importance of a well-targeted fiscal policy by national and sub-national
governments, the Union Government has taken consistent steps to support the state finances
and incentivise States to move forward on the reforms agenda. To meet the shortfall in GST
compensation for States, the Government, in addition to the release of regular GST compensation
from the Fund, borrowed X 2.69 lakh crore during FY21 and FY22 and passed it on to States on
a back-to-back basis. Moreover, the cess payments and tax devolution instalments to the States
were frontloaded to give them early access to funds. During FY23, the Government of India
released X1.16 lakh crore towards the total GST compensation payable to States up to 30 June
2022 (as of 25 November 2022). Even though the total Cess collection until November 2022
was insufficient to make this entire payment to the States, the Centre released the balance from
its resources. Box II1.3 discusses the impact of GST on the flow of resources to the states.

The last five years of experience with GST have seen several rounds of policy debates around rate
rationalisation, simplification of return filing, compensation cess levies on products, compensation
payments to states etc. One pertinent question that has not been carefully studied is the impact of GST
on the flow of resources to the states. While comparing the total fiscal resources accruing to States



Fiscal Developments- Revenue Relish | 57

in the pre and post-GST regimes, it is essential to measure the relative performance of taxes vis-a-vis
the performance of the economy. In the pre-GST regime, when the economy grew at 11.5 per cent
nominally, the total fiscal resources accruing to States from the Central and state taxes subsumed in
GST (including devolution) grew at 11.1 per cent. It implied a buoyancy of 0.97 (See table 3A).

Table 3A- Pre-GST period - Total fiscal resources to States from taxes subsumed in GST
(including devolution)

T lakh crore

State taxes subsumed in GST

States taxes subsumed in GST 3.22 3.48 3.73 4.41 441

Central taxes subsumed in GST 1.66 1.90 2.02 2.48 3.14
Devolution factor 0.32 0.32 0.32 0.42 0.42

Total fiscal resources to States

o
from taxes subsumed in GST 3.75 4.08 438 5.46 5.73 11.1%
Nominal GDP 99.44 112.34 124.68 137.72 153.92 11.5%
Pre-GST buoyancy of revenue
from taxes subsumed in GST 0.97

accruing to states

In the post-GST period, total fiscal resources accruing to the states from the GST (including
devolution from the Centre's GST) exhibited a buoyancy greater than that in the pre-GST
period (Table 3B). This performance is especially noteworthy, considering the reduction of
the effective weighted average GST rate from 14.4 per cent at the time of inception to 11.6
per cent in 2019 (RBI).

Table 3B- Post-GST period - Total fiscal resources to states from the GST system (including

devolution)
T lakh crore
CGST collections 2.02 2.27 2.10 2.69 3.14
SGST collections 2.79 3.09 2.73 3.44 3.98
IGST collections 5.99 5.87 5.66 7.62 9.40

GST compensation paid for the
year

0.85 1.66 1.68 0.69 0.35

Back-to-back loans 1.10 1.59
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Total fiscal resources to states from the GST system*

(1) SGST + IGST for states +

Devolution from Centre’s GST 7.89 8.21 7.61 9.96 11.95 10.9%

(2) SGST + IGST for states +
Devolution from Centre’s GST 8.74 9.87 9.29 10.65 12.30 8.9%
+ Compensation

(3) SGST + IGST for states +
Devolution from Centre’s GST 8.74 9.87 10.39 12.24 12.30 8.9%
+ Compensation + loans

India Nominal GDP 189.00 200.75 198.01 236.65 273.09 9.6%

Post-GST buoyancy of GST

revenues accruing to states 113
(excluding compensation/ ’
loans)

Note: (a) The devolution factor is taken as 0.32 from FY13 to FY15; 0.42 from FY16 to FY20; and 0.41 from FY21
onwards, as per the recommendation of the respective Finance Commission.

(b) IGST for States is taken as 50% of total IGST collection. State's share in Centre's GST is arrived by multiplying
the devolution factor with CGST and Centre's IGST share.

(c) The collection for FY23 have been extrapolated based on the average collections from May to Dec 2022.

(d) The GST collections used are gross collections, including domestic supplies and import. However, with only the

GST collections through domestic supplies, the post GST buoyancy is still greater than 1 (=1.05).

In addition to the regular stream of revenues from GST, a compensation was also provided to the
states in the post-GST period. Since GST was a new tax regime, the compensation scheme was
designed to safeguard the states for any difference in the new versus the old tax regime by ensuring
steady revenue growth of 14 per cent per annum for five years. The compensation arrangement was
also meant to help states ride out the differences in the inter-state distribution of GST. It is pertinent
to note here that the compensation system was not envisaged as a buffer to the state's revenues in the
eventuality of a fall in tax revenues resulting from a collapse in economic growth.

Nevertheless, the incidence of the pandemic has highlighted the relevance of GST Compensation as
a buffer to the States' revenues. During FY21, revenues for Centre and states were adversely affected
due to the economic contraction. The compensation requirement by the states increased substantially
amidst a decline in the CGST and the compensation cess collections. Despite having limited fiscal
resources in the middle of a crisis, the Centre borrowed funds and passed them on to States on a back-
to-back loan basis, in addition to the release of regular GST compensation. These loans will be repaid
from future inflows into the GST Compensation Cess Fund and hence are not a burden on the states.
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Table 3C: Compensation scheme supported the SGST revenues from FY19 to FY23

X lakh crore, unless specified

(1) SGST+ States' share in IGST 5.78 6.03 5.56 7.5 8.69
YoY growth 42%  78%  305%  19.8%

ggriiﬂazfgates ST GArr 6.63 7.68 7.4 7.94 9.04
YoY growth 159%  -57%  97%  13.5%

(3) SGST + States’ share in IGST +

Compensation + Loans 6.63 7.68 8.34 9.53 9.04

YoY growth 15.9% 8.6% 14.3% -5.2%

Note: (a) * The collection for FY23 have been extrapolated based on the average collections from May to Dec 2022;
(b) The YoY growth in all-inclusive SGST, compensation, and loans (Item 3 in Table above) is negative for FY23 since
the compensation payments were applicable only till June 2022. Thus, comparing the growth in aggregate SGST
(item 1 in the table) is a better measure to gauge the performance of SGST revenues of the States.

(c) The above analysis includes SGST and IGST collections from both domestic supplies and imports. However, if we
take the collections on domestic supplies, growth in item 1 of the table is 26.5 per cent in FY22 and 17.3 per cent in
FY23.

We see from the above analysis that the GST regime and its implementation mechanism have not
only safeguarded the States' revenues from the initial teething troubles of a new tax system but also
protected the States' finances amidst unprecedented external shocks during the last five years. In the
absence of GST, Indian states would have had no recourse to compensation, nor could they have
contemplated augmenting their revenues through fresh and/or higher levies during a pandemic.

Sources: Department of Revenue, RBI, Union budgets, MoSPI, PIB releases

Enhanced limit of borrowing for the States and incentives for reforms

3.31 Since the pandemic outbreak, the Centre has kept the Net borrowing Ceiling of the State
Governments above the Fiscal Responsibility Legislation (FRL) threshold. It was fixed at 5 per
cent of GSDP in FY21, 4 per cent of GSDP in FY22 and 3.5 per cent of GSDP in FY23. A part of
this additional borrowing was linked to reforms encouraging the States to undertake them. For
instance, in FY21, a part of the additional borrowing ceiling was conditional on implementing
the 'One Nation One Ration Card' System, ease of doing business reform, urban Local body/
utility reforms, and power sector reforms. As a result, 17 States implemented the One Nation
One Ration Card System, 20 States completed the stipulated reforms in the Ease of Doing
Business, 11 States had done local body reforms and 17 States carried out fully/partly Power
Sector Reforms. Similarly, a part of the additional borrowing was earmarked for incremental
capital expenditure to be incurred by States during FY22. Sixteen states accessed the additional
borrowings upon meeting the Capex target.
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3.32 Inaddition to the net borrowing ceilings fixed for the States, Fifteenth Finance Commission
had recommended performance-based additional borrowing space of 0.50 per cent of Gross
State Domestic Product (GSDP) to the States in the power sector. This special dispensation has
been recommended for each year for four years, from FY22 to 2024-25. For the financial year
FY22, additional borrowing permission of 339,175 crore was allowed to 12 States for meeting
the stipulated reform criteria.

Centre's support towards States’' capital expenditure

3.33 The Union government has provided 50-year interest-free loans to state governments
under the 'Scheme for Special Assistance to States for Capital Investment' for the last three
years. Amounts of 311,830 crore and X14,186 crore were provided to states in FY21 and FY22.
A part of the allocation for FY22 was earmarked for providing incentives to the States for
privatisation/disinvestment of the State Public Sector Enterprises (SPSEs) and monetisation/
recycling of assets. During the year FY23, the allocation under the Scheme has been raised
to X1.05 lakh crore to give further impetus to State Capex plans. This amount includes an
unconditional component and smaller components linked to specific reforms/initiatives (Table
I11.8). Notably, if state governments were allowed this X1 lakh crore as an additional borrowing
limit, they would bear an interest rate higher than the rate at which the Union government
borrows. Further, they may use it for revenue expenditure. This interest-free loan in the present
arrangement is dedicated only to capital expenditure.

Table I11.8: Details of Scheme for Special Assistance to States for Capital
Investment' for FY23

(X crore)
Allocation proportional to the share of tax

! devolution l;‘orI;YB S ool Sl

II PM Gati Shakti-related expenditure 5,000 1,458 1,458

111 PMGSY 4,000 1,616 1,616

v Incentive for digitisation 2,000

v Optical fiber cable 2,215 2,011

VI Urban reforms 6,000
VII Disinvestment and monetisation 5,000

Source: Department of Expenditure

The pandemic has stretched state finances by expanding the expenditure needs and adversely hitting
the revenues. While the Union Government has supported state governments through the above
initiatives, state governments have also taken steps to enhance their resource pool.

In its recent report on municipal finances, RBI pointed out that India's property tax collection was
much lower than the OECD countries. There is a wide disparity in taxes across the States, thus
creating scope for a large-scale reform of property taxation practices in India. States like Tamil Nadu,
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Telangana and Kerala have revised the property taxes in their States during the year to support their
revenues.”®

Some states like Tamil Nadu, Andhra Pradesh, Telangana, Karnataka, Madhya Pradesh, Haryana,
Kerala, Assam, and UT of Puducherry have considered revising their power tariffs during FY23. On
the other hand, Uttar Pradesh has announced a new liquor policy whereby it increased the license
fee, renewal fees, processing fee, and registration fee across various categories of liquor/ distilleries.
In addition, many States have also made efforts towards privatising SPSEs and Monetising assets in
FY21 & FY22 to receive additional incentives from the Union Government. These reforms will lead
to unlocking the money trapped in unproductive assets and freeing it up for productive use.

Some other revenue generating measures adopted by the States include Assam's liquidation scheme

for payment of arrears, Haryana's one-time scheme for settlement of old VAT dues, and Assam and
Kerala's Green tax to discourage old vehicles.

Sources: Newspaper reports, RBI

Debt Profile of the Government

3.34 Given the unprecedented fiscal expansion in 2020, rising government liabilities have emerged
as a significant concern across the globe. IMF projects’ the global government debt at 91 per cent of
GDP in 2022, about 7.5 percentage points above the pre-pandemic levels. While countries worldwide
had started winding up the fiscal support provided during the pandemic, challenging global financial
conditions amidst global uncertainties tightened budget constraints.'® Some European economies are
expanding their budgets to provide relief to households and small businesses from mounting energy
bills (Figure I11.13). All these factors, together with rising interest rates and the fear of slower growth,
make the sustainability of sovereign debts a concern worldwide.

Figure II1.13: Increase in primary balance as a per cent of GDP by some countries
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spending announced by the countries in recent months (excluding the revenue generated from windfall profit taxes).
Moderating Union Government Debt after the spike during the pandemic year

"https://rbidocs.rbi.org.in/rdocs/Publications/PDFs/RMF101120223A34C4F7023 A4A9E99CB7F7FEF6881D0.PDF

Shttps://www.panchayat.gov.in/documents/448457/0/ Assess+the+Availability+of+Resources+for+Creating+the+Assets+and-+Initiatives+tak-
en+tfor+Generating+VarioustOSR+%281%29.pdf/b4a01029-d4f5-ab38-becb-b650b269f3387t=1669965866134

IMF fiscal Monitor (Oct 2022)

%Global Financial Stability Report (Oct 2022)
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3.35 It is crucial to analyse India's government debt profile against this global backdrop. For
India, the total liabilities of the Union Government, which were relatively stable as a percentage
of GDP over the past decade, witnessed a sharp spike in the pandemic year FY21. This spike
in debt resulted from the pandemic-induced higher Government borrowings to finance the
additional expenditure needs, given the strained revenues and sharp contraction in the GDP.
Total liabilities of the Union Government moderated from 59.2 per cent of GDP in FY21 to 56.7
per cent in FY22 (P) (Figure II1.14). A brief description of the major components of the total
liabilities of the Union Government is given in Table IIL.9.

Figure I11.14: Moderating Union Government's Debt-GDP ratio after the

pandemic induced-spike
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Table I11.9: Debt Position of Union Government (in X lakh crore)
1 2 3 4 5 6 7
A. Public Debt
(A1+A2) 57.11 61.50 68.45 75.49 85.65 105.23 121.21
gi‘lf)“ter“a“)ebt 53.05 5742 6401 7075 8020  99.08  114.62
a. Marketable 4728 5049 55.10  59.69  65.60 7859  88.17
Securities
b.Non-marketable 5., (o3 891 1106 1460 2049 2645
Securities
A2. External Debt 4.07 4.08 4.45 4.74 5.44 6.15 6.59
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B. Public Account -

Other Liabilities 8.16 8.57 9.15 9.96 13.70 12.74 11.88
C. Extra-Budgetary

Resources (EBRs) 0.09 0.24 0.99 1.12 1.39 1.39
D. Total Liabilities

(A+B+C) 65.27 70.16  77.85 86.35 99.91 116.98 134.08

Source: Union Budget and Finance Accounts (Various Issues); Provisional Accounts, CGA.

Note: Total Liabilities are net adjusted liabilities (Exclude NSSF investment in special securities of states and other
public agencies, Gol Cash Balance and Pakistan pre-partition debt w.e.f. FY FY20)

Stable debt profile with relatively low currency and interest rate risk

3.36 India's public debt profile is relatively stable and is characterised by low currency and
interest rate risks. During his speech at the South Centre in Geneva (April 2018), former RBI
Governor Dr YV Reddy said, 'since most of India's public debt is held by the residents and
denominated in domestic currency. I would, therefore, be less dogmatic on the fiscal deficit
and public debt numbers and more emphatic about the context.' Of the Union Government's
total net liabilities in end-March 2021, 95.1 per cent were denominated in domestic currency,
while sovereign external debt constituted 4.9 per cent, implying low currency risk (Figure
II1.15). Further, sovereign external debt is entirely from official sources, which insulates it from
volatility in the international capital markets.

Figure II1.15: Proportion of external liability in Figure I11.16: Elongation of the maturity
public debt (FY22) profile of Outstanding Dated Union
Government Securities
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3.37.  Public debt in India is primarily contracted at fixed interest rates, with floating internal
debt constituting only 1.7 per cent of GDP in end-March 2021. The debt portfolio is, therefore,
insulated from interest rate volatility, which also provides stability to interest payments. The
weighted average maturity of the outstanding stock of dated securities of the government has
increased from 9.7 years in end-March 2010 to 11.71 years in end-March 2022, thus reducing
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the rollover risk in the medium-term (Figure III.16). Over the last few years, the proportion of
dated securities maturing in less than five years has declined, whereas long-term securities have
shown an increasing trend.

Consolidating General government finances

3.38. The General Government finances give an overview of fiscal position of the Government
sector as a whole. Figure III1.17 shows the trends in General Government debt and deficits
over the past few years. The General Government liabilities as a proportion <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>