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Chapter 1: 

STATE OF THE ECONOMY 2022-23: RECOVERY COMPLETE

Introduction
In general, global economic shocks in the past were severe but spaced out in time. This has changed as at least 
three shocks have hit the global economy since 2020. They are:

• 2019-20: the pandemic-induced contraction of the global output.
•  2022: the Russian-Ukraine conflict creating a geopolitical strife leading to a worldwide surge in inflation.
• 2022-23: the central banks across economies led by the Federal Reserve responded with synchronised 

policy rate hikes to curb inflation which led to flight of capital towards developed economies.
These factors culminated into lowering of the global growth forecasts for 2022 and 2023 by the IMF in its Octo-
ber 2022 update of the World Economic Outlook due to the financial contagion emanating from the advanced 
economies. Central bank rate hikes in these economies laden with fears of recession vacuum-cleaned invest-
ment flows going into emerging markets. Frailties were visible even in the Chinese economy given the stringent 
‘Zero-Covid’ policy. 

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.

Some challenges presented by the 3 shocks have been addressed such as 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, external sector challenges of depreciating Rupee and widening Current account deficit (CAD) still 
remain. Despite these, agencies worldwide continue to project India as the fastest-growing major economy at 
6.5-7.0 per cent in FY23.

Efforts towards post-COVID economy like near-universal vaccination coverage overseen by the government and 
structural capex have improved private consumption which provides the target growth and resilience.
Let’s breakdown each point in brief.

The global economy battles through a unique set of challenges
The three shocks mentioned above are interlinked. Both the post-pandemic “revenge” economy and the Rus-
sia-Ukraine conflict pushed up commodity inflation. Issues involved are:

• Demand: reopening of major advanced economies (AEs) meant resumption of consumption and higher 
commodity demand.

• Supply: The conflict disrupted the supply of natural resources like Crude oil, natural gas, base metals 
due to sanctions etc. This created further constraints in downstream products like fertilizer created from 
natural gas.

• Supply chain constraints aggravated by zero-covid lockdowns in China.
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Commodity indices rise correlate with inflation in various economies around the world as follows:

AEs faced greater punch as they went from nearly 0% inflation in Feb 2021 to over 8% in UK, US, Germany etc. 
The US Fed rate hike was a resultant of this, increasing 425 bps in less than a year, changing its stance dovish 
stance under ultra-accommodative monetary policies to complete hawkish.
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Inflation, bond yield, and foreign exchange management led to other central banks across AEs and emerging 
market economies (EMEs) to follow suit to control respective inflation and deficit targets. The mechanism be-
hind this for EMEs is:

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) as it cut 2023 growth projections by 0.2% to 2.7%.
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Macroeconomic and Growth challenges in the Indian economy

Where India stood before and in FY23:
• The impact of the pandemic on India was seen in a significant GDP contraction in FY21.
• The following year in FY22, the Indian economy started to recover despite the Omicron wave 

of January 2022. A V-shaped recovery was observed as output in FY22 went past its pre-pandemic level 
in FY20 on account of a calibrated fiscal stimulus package.

• 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.

However, the conflict in Europe and the rate hike necessitated a revision in expectations for economic 
growth in FY23. Challenges present in 2022-23 were:

• Inflationary pressures rose from 6% in Feb 2022 to 7.8% in Apr 2022 and stayed near that till Aug.
• Rupee depreciated 8.8% between Apr-Dec 2022 with rate hike cycle.
• Current account deficit in July-Sept rose sharply to 4.4% of GDP
• UNCTAD expects global challenges to continue which can mean sluggish exports from India continuing 

into FY24.
India’s economic Resilience and Growth Drivers
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• 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.

• 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.

• 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 and conduct business as usual.

• The rebound in consumption has also been supported by the release of “pent-up” demand as people 
had reduced demand of many goods and services like tourism during the pandemic.

• Vaccination allowed movement which resumed infrastructure and housing sectors that contribute to 
growth.

• Growth as aided by state-led capital expenditure on infrastructure creation among other things. Rea-
sons for capex resilience was improvement in buoyant Direct and Indirect tax collections which touched 
₹8.7 lakh crore and ₹11.9 lakh crore in FY23, respectively.

• 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.

• Timely monetary policy interventions and easing global environment have lowered interest projections 
to 6.8% in FY23 (Headline estimate by RBI).

• Notably, in this economic cycle, the public sector banks are well-capitalised and 2022 was seen as the 
year of good asset recoveries helping NPA numbers and free up capital from provisioning.

India’s Inclusive Growth
• 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).

• Urban unemployment rate peaked in Jun 2020 with a rate of 20.9%.
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• 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. CIBIL 
data also shows that ECLGS borrowers had lower nonperforming asset rates.

• GST collections are now at all-time high and have crossed pre-pandemic levels.
• 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. 
(More details in Chapter 6)

• The National Family Health Survey (NFHS) in India shows improved rural welfare indicators from FY16 
to FY20, covering aspects like gender, fertility rate, household amenities, and women empowerment.
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Outlook: 2023-24
• 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.
• Even as India’s outlook remains bright, global economic prospects for the next year have 

been weighed down by a few downside risks. Multi-decadal high inflation numbers have compelled 
central banks across the globe to tighten financial conditions.

• The upside to India’s growth outlook arises from 
	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.
	Inflationary impulses from the reopening of China’s economy turning out to be neither signif-

icant nor persistent.
	Recessionary tendencies in major AEs triggering a cessation of monetary tightening and a re-

turn of capital flows to India amidst a stable domestic inflation rate below 6 per cent.
	This is leading to an improvement in animal spirits and providing further impetus to private 

sector investment.
	Fiscal support to economic growth will also come from the expansion of public digital plat-

forms and path-breaking measures such as PM Gati Shakti, the National Logistics Policy, and 
the Production-Linked Incentive schemes to boost manufacturing output

• Against this backdrop, the survey projects a baseline GDP growth of 6.5 per cent in real 
terms in FY24. 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.
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Chapter 2

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

Introduction
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 un-
dertaken 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. The medium-term growth outlook 
for India is a picture of positive numbers.

• 2014-2022 was a period of significant economic reforms in India aimed at improving efficiency and ease 
of living and doing business.

• These reforms were based on creating public goods, trust-based governance, partnering with the pri-
vate sector, and improving agricultural productivity.

• However, the reforms were hindered by the balance sheet stress caused by the credit boom in previous 
years and global shocks.

• The story of reforms paired with temporary one-time shocks is similar to the period of 1998-2004 when 
growth only started showing up after 2003.

• Despite this, today the Indian economy is well-positioned for faster growth in the coming decade due to 
strong medium-term growth magnets, improved balance sheets, and efficiency gains.

• The economy has already started benefiting from formalisation, financial inclusion, and digital technol-
ogy-based economic reforms.

• Overall, the Indian economy’s growth outlook is better than in the pre-pandemic years, and it is pre-
pared to grow at its potential in the medium term.

• The chapter reviews the history of India’s product and capital market reforms and elaborates on the 
landmark reforms of 2014-2022 and the shocks faced by the economy during that period.

• The chapter concludes by discussing the medium-term growth magnets for India and assessing the like-
lihood of India growing at its potential and lifting potential growth, which is higher than in the last two 
decades.

BOX: What is medium-term growth outlook?
Medium-term growth outlook refers to the expected level of economic growth in a country over a period of 
several years, typically between 3 to 5 years. It takes into account the current economic conditions, ongoing and 
planned policy reforms, and other factors that could impact the economy in the short to medium term.
Similar fact [Did you know?]: The Medium-Term Fiscal Policy Statement (MTFPS) is an annual statement man-
dated under the FRBM Act, to be presented by the Government, outlining its fiscal policy for the next three 
years.

2.1 Product and Capital Market Reforms
2.1.1 Initiation of the reforms- 1991

• Context: Macroeconomic imbalances due to Gulf crisis and balance of payment issues of the late 1980s 
and early 1990s led to the introduction of structural reforms in 1991.

• LPG reforms: Trade and investments were liberalised, import licensing on almost all intermediate in-
puts and capital goods was done away with, and the entry restrictions for firms were simplified. The 
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exchange rate was made flexible and allowed to depreciate as necessary to maintain competitiveness.
• Outcome: These reforms had a positive effect on the economy, with real growth increasing from an 

average of 5.5% during the 1980s to 6.3% from FY93 to FY2000.

2.1.2 Continuity in Reforms with a Renewed Impetus
• Continued reforms: Product and capital market reforms continued slowly over the decade of the 1990s 

and got a renewed impetus from the government closer to the decade’s end.
• FDI introduction: Investments were liberalised further to encourage Foreign Direct Investment as a 

main source of non-debt-creating capital inflows.
• Case study: The New Telecom Policy 1999 reformed the telecom sector, separated the licensing and pol-

icy functions of the government from that of an operator (BSNL), and had widespread spill over benefits 
to other sectors of the economy.

• Disinvestment: The policy on disinvestment and privatisation also gathered steam during this period. 
The government set up a dedicated Ministry to take this agenda forward and sold equity stakes in some 
CPSEs and privatised companies.

2.1.3 One-Off Shocks Overshadowed the Reforms of 1998-2002
• One-off shocks: 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 1998 nuclear test led to a sharp decline 

in capital flows to India during the months following the nuclear tests.
	The period between 2000 and 2002 also witnessed successive droughts in multiple states 

across India.
	These were accompanied by heightened global uncertainties resulting from the end of a tech 

boom (Dot Com Bubble) and the 9/11 attacks.
• Overshadow: These one-off crisis events cumulatively muted growth in the early 2000s.

2.1.4 India’s Participation in the Global Boom of 2003-08
• Resumption: 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.

• High-growth outlier: While the global growth averaged 4.8% during 2003-2008, the Indian economy 
grew at more than 8% on average.

• Factors:  During the period, factors including capital inflows, domestic economic activity, corporate per-
formance, investment climate, positive sentiment towards India as an investment destination, and glob-
al liquidity conditions/interest rates contributed to this phase of growth.

• Parallels today: This combination of structural economic reforms with their lagged effect on economic 
growth has parallels to what is unfolding in the Indian economy presently.

2.2 Reforms for New India- Sabka Saath Sabka Vikaas
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2.2.1 Creating public goods to enhance opportunities, efficiencies and ease of living
• Infrastructure-intensive policy: Dedicated programs for road connectivity, port infrastructure, electrifi-

cation, railways upgradation, and operationalising new airports/air routes. Schemes like the Bharatmala 
and Sagaramala program are appreciated.
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• Asset monetization: The National Infrastructure Pipeline (NIP) in 2019 and the National Monetization 
Pipeline in 2021 were created for this purpose. The NIP was launched with 6,835 infrastructure projects 
with a projected infrastructure investment of ₹111 lakh crore.

• Digitalization: Development of public digital infrastructure, which has been a game-changer in enhanc-
ing the economic potential of individuals and businesses. The RBI’s Monthly Bulletin estimates that In-
dia’s core digital economy has grown at 2.4 times the overall economic growth between 2014 and 2019.

• Citizen-centricity: The government’s emphasis on developing public digital infrastructure, such as the 
Aadhar, PM-Jan Dhan Yojana, and the penetration of mobile phones (JAM Trinity) touched the common 
citizen.

• Unified digital interfaces: They have simplified governance and improved resource allocation. Portals 
like National Single Window System, Jan Samarth portal, UMANG app, and e-shram portal have inte-
grated existing systems and improved ease of doing business. PM Gati Shakti is a GIS-based platform for 
infrastructure connectivity projects that aims to reduce logistics costs.

2.2.2 Trust-based Governance
• Role of trust: Building trust between the government and the citizens/businesses unleashes efficiency 

gains through improved investor sentiment, better ease of doing business, and more effective gover-
nance.
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• Consistent reforms:  During the last eight years, simplification of regulatory frameworks through re-
forms such as the Insolvency and Bankruptcy Code (IBC) and the Real Estate (Regulation and Develop-
ment) Act (RERA) have enhanced the ease of doing business. 

• Corporate sector reforms: These aim to enhance ease of doing business. For instance, has been the 
decriminalisation of minor economic offences under the Companies Act of 2013 by introducing civil 
liabilities for dealing with simple defaults. 

• [Potential box] Data on each: 
- IBC: Until 30 September 2022, 23,417 applications for initiating the corporate insolvency resolution 

process (CIRP) of corporate debtors having underlying defaults of ₹7.3 lakh crore were disposed of 
before their admission into CIRP. 

- RERA: The Real Estate Regulatory Authorities across the country have disposed-off more than 1.06 
lakh complaints. With around 1 Lakh projects and 70 thousand agents already registered under 
RERA, the Act incentivises more investments into the sector.

- Companies Act: 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.

•	 Policy direction: The removal of policy uncertainties and simplifying processes by doing away with 25000 
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 re-
solve to ensure a non-adversarial policy environment and building trust.

•	 Tax reforms: 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, exemp-
tion of sovereign wealth funds from taxes, removing the Dividend Distribution tax, and the faceless assess-
ment and appeal systems have reduced the tax burden on individuals and businesses; and have removed 
the distortionary incentives from the economy while improving compliance. 

•	 Tax reform outcomes: 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’.
	The average monthly gross GST collection has increased from ₹0.90 lakh crore in FY18 to ₹1.49 

lakh crore in FY23
	For direct taxes, the corporate tax collections for April to November 2022 have also 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. 
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2.2.3 Promoting the private sector as a co-partner in the development
• Privatisation: The government has engaged with the private sector as a partner in development, reviv-

ing disinvestment policy and realising proceeds of about ₹4.07 lakh crore (FY15-23) from disinvestment 
through various modes and instruments.

• Policy: The New Public Sector Enterprise Policy for Aatmanirbhar Bharat has been introduced to mini-
mise the government’s presence in PSEs to only a few strategic sectors to realise higher efficiency gains.

• Schemes: Production Linked incentives (PLI) have been introduced under Aatmanirbhar Bharat along 
with Make in India programme of before to incentivise domestic and foreign investments and to devel-
op global Champions in the manufacturing industry.

• The PLI scheme for large-scale electronics manufacturing has attracted an investment of ₹4,784 crore 
and contributed to a total production of ₹2.04 lakh crore, including exports of ₹80,769 crore (as of Sep-
tember 2022).

• Logistics: Reforms to provide the private sector enabling infrastructure for making India a cost-effective 
production hub, such as the National Logistics Policy (2022).

• MSMEs: Reforms to address the structural challenges faced by private sector MSMEs have been a vital 
part of the industrial policy in recent years, such as support measures 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. They have also benefitted from access to digital platforms for their 
marketing needs and easy payments like the TReDS and Open Network for Digital Commerce (ONDC).

2.2.4 Enhancing productivity in agriculture
• Growth: Agriculture sector in India grew at 4.6% annually in the last 6 years as good monsoon years and 

government reforms contributed to the growth.
• Reforms: these include Soil Health Cards, Micro irrigation Fund, organic and natural farming, promotion 

of Farmer Producer Organisations (FPOs) and National Agriculture Market (e-NAM), Agri Infrastructure 
Fund (AIF), Kisan Rail, Cluster Development Programme (CDP), and support for creating a start-up eco-
system in agriculture and allied sectors.

• Outlook: These measures aim to enhance productivity in agriculture and sustain its contribution to 
overall economic growth in the medium term.

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

• India’s economy faced shocks during 2014-2022 despite comprehensive reforms.
• The credit boom of 2000s caused balance sheet stress, with non-financial private sector debt to GDP 

ratio increasing from 72.9% to 113.6% in just over six years (2004-10).
• The twin deficit crisis of 2013 revealed the unsustainability of the credit and investment boom.
• The credit gap to GDP ratio was consistently below trend, with a negative correlation between Gross 

NPAs and credit growth.



www.insightsonindia.com16

• Companies’ bad investments impaired their ability to repay bank loans, leading to rising non-performing 
assets and a long period of repairing balance sheets.

• In the midst, policy initiatives such as the SARFAESI Act 2002, Insolvency and Bankruptcy Code, and re-
capitalization of Public Sector Banks helped clean up balance sheets.

• However, the collapse of IL&FS and housing finance companies disrupted housing loan disbursements 
and reduced bank credit growth, impacting economic growth.

• The government responded with measures such as a corporate tax cut, but the pandemic further de-
layed the impact of reforms on economic growth.

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

The reforms undertaken also have a similar underlying structural overhaul outlook:
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The parallels predict that the growth should soon be unlocked in the medium-term as it did post-2004.

2.4 Growth Magnets in this Decade (2023-2030)
2.4.1 India is prepared to grow at its potential once the one-off shocks recede

• The financial cycle is poised to turn upward after a long period of balance sheet repair in the financial 
and corporate sector

• The Indian economy is well placed to grow at its potential in the coming decade, similar to the growth 
experience of the economy after 2003

• The digitalisation reforms and resulting efficiency gains will be the second most important driver of In-
dia’s economic growth in the medium term.

• The evolving geo-political situation presents an opportunity for India to benefit from the diversification 
of global supply chains and attracting foreign investments.

• More reforms are needed to sustain and accelerate economic growth and improve quality of life.
• Deregulation and simplification of compliances should continue.

2.4.2 Needful measures for the future
• At the State-level, Power sector issues and financial viability concerns of Discoms need to be addressed.
• Education and skilling initiatives should match modern industry and technologies and address climate 

change and energy transition.
• Sensitisation towards a healthy lifestyle should continue and strategies to reverse obesity levels should 

be adopted.
• Long-range plans needed to secure necessary metals and minerals for energy transition and diversifica-

tion.
2.4.3 Medium-term growth outlook

• Restored credit cycle will rejuvenate private sector capex cycle, enabling at least 6% real GDP growth 
per annum.

• Public digital infrastructure created over the last 6-7 years will add 30-50 basis points to potential GDP 
growth.

• India can achieve an average of 6.5% real GDP growth in the medium term, and potential GDP growth 
can rise to 7-8% per annum with further reforms.
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Chapter 3

FISCAL DEVELOPMENTS: REVENUE RELISH

Introduction
• The Union Budget for FY23 was presented in an uncertain macroeconomic environment. Global supply 

disruptions due to geopolitical conflicts aggravated the prices of fuel, food, and other essential com-
modities.

• The Government of India has responded by increasing food and fertiliser subsidies and reducing taxes 
on fuel and certain imported products on the fiscal policy side.

• Despite these additional fiscal pressures, the Union Government is on track to achieve the budget esti-
mate for the fiscal deficit in FY23.

• Resilience in the fiscal performance of Union Government finances during FY23 facilitated by the
	Recovery in economic activity from the ‘post-pandemic’ era
	Tax buoyancy due to rising revenues from direct taxes and GST
	realistic assumptions in the Budget

• This chapter discusses the government’s fiscal strategy amidst uncertain geopolitical developments, in-
cluding a discussion of the performance of the Union Government’s finances, an overview of the State 
finances, and a commentary on India’s debt profile.

3.2 Developments in Union Government Finances

3.2.1 Union Government on track to achieve the Fiscal deficit target for FY23
• Response: The Indian government’s prudent and calibrated fiscal response during the pandemic en-

abled stable public finances amidst uncertainties.
• Deficit data: The fiscal deficit of the Union Government has moderated from 9.2% of GDP in FY21 to 

6.7% in FY22 and is further budgeted to reach 6.4% in FY23.
• Reasons behind decline: The decline in the fiscal deficit is a result of careful fiscal management support-

ed by buoyant revenue collection over the last two years.
• Despite the 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.
3.2.2 Conservative budget assumptions provide a buffer during global uncertainties

• Conservative assumptions in the Budget were one of the key reasons for the decline in fiscal deficit 
despite challenges.

• The Gross Tax Revenue (GTR) in FY23 BE (Budget Estimate) was expected to grow at 9.6% relative to 
FY22 RE, but the actual growth rate is a mere 1.8% over FY22 as PA (Provisional Actuals) for FY22 were 
much higher.

• GTR has grown at a much higher rate in the first eight months of the year, and the annual estimate for 
FY23 is expected to overshoot the budget estimates as they were more conservative. 

• 3.2.3 Performance of Union Government Non-Debt Receipts
• Components: The Union government’s non-debt receipts consist of revenue receipts (tax and non-tax) 

and non-debt capital receipts, with borrowings used to cover any shortfall in revenue.
• 3.2.4 Sustained revenue buoyancy over the last two years
• Revenue receipts: They rebounded in FY22, with all major direct and indirect taxes (except excise du-

ties) showing growth. This trend continued into the current year, with Gross Tax Revenue and Net Tax 
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Revenue both showing year-on-year growth.
• Reasons: The sustained revenue buoyancy is attributed to a rebound in economic growth and the gov-

ernment’s efforts to expand the tax base and improve tax compliance through measures such as the 
introduction of GST, digitalisation of economic transactions, and tax administration and policy reforms.

[GST: Goods and Service Tax; CIT: Corporate Income Tax; PIT: Personal Income Tax; UED: Union Excise Duties]

3.2.5 Direct taxes propelling the growth in Gross tax revenue
• Direct taxes: They comprise nearly 50% of the GTR, and have grown by 26% YoY from April to November 

2022, with corporate and personal income tax growth driving the increase. Remarkably, the growth is 
higher than the 5-year average (FY13-19).

3.2.6 Customs and Excise duties act as Flexi-fiscal policy tools
• Fiscal policy tools: During the pandemic, indirect taxes such as customs and excise duties have acted as 

flexible policy tools. 
• Actions: The government raised excise duty on petrol and diesel to increase revenue, but later reduced 

it to control inflationary pressures in the economy. 
• Excise duty collections: They declined by 20.9% YoY from April to November 2022, in line with the bud-

get estimate.
• Customs duties: They were reduced on several items to control inflation impact, but high imports during 

the current year led to a 12.4% YoY growth in customs collection from April to November 2022, which is 
higher than the average growth during the corresponding period from FY13 to FY19.
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3.2.7 Stabilising Goods and Services Tax yielding returns
• Stabilisation: GST has stabilised compare to previous years as shown in the chart and has served as a 

vital revenue source for central and state governments.
• Growth: Gross GST collections were ₹13.40 lakh crore from April to December 2022, implying a YoY 

growth of 24.8%.
• Reasons: The improvement in GST collections was due to rapid economic recovery post-pandemic, na-

tionwide drive against GST evaders, and various rate rationalisation measures.
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BOX: Has the shift to GST improved or worsened the buoyancy of India’s indirect tax system?
• The pre-GST period (FY13 to FY17) showed a buoyancy just below one due to a marginal difference be-

tween the CAGR of subsumed taxes and the nominal GDP growth. 
• In the post-GST period (FY19 to FY23), the nominal GDP growth was slower, but GST collections have 

grown at a CAGR of 10.9 per cent, implying an aggregate GST collections buoyancy of around 1.1. 
• This has occurred despite the effective GST rate falling from inception. Improved tax collection efficiency 

was one of the main arguments in favour of GST, and the evidence so far suggests that GST is achieved 
so, which bodes well for future resource mobilisation in the economy.

3.2.8 Centre on track to meet Non-Tax Revenue targets
• Components: Non-tax revenue to the Centre mainly includes interest receipts on loans, dividends from 

PSUs, and external grants.
• Prudent estimate: Budget FY23 envisaged a lower collection of non-tax revenue receipts during the 

current year relative to FY22.
• Figure: Of the budgeted amount, 73.5% has been collected up to November 2022 with a total of ₹2 lakh 

crore collected in Apr-Nov period with 68 thousand crores coming from dividends.

3.2.9 Committed towards disinvestment but dependent on external factors
• Non-debt capital receipts: These include recovery of loans and advances, and disinvestment receipts, 

which are an important component of non-debt receipts for the Union Government.
• Disinvestment: From FY15 to FY23, an amount of about ₹4.07 lakh crore has been realized from disin-

vestment through 154 transactions. The pandemic-induced uncertainty and associated risks have posed 
challenges to the government’s disinvestment plans and prospects over the last three years.

• Policy initiatives: 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. 

• Lagging: Out of the budgeted amount of ₹65,000 crore for FY23, 48 per cent has been collected as of 
January 2023 as market challenges continue.

3.2.10 Performance of Union Government Expenditure

3.2.11 Pragmatic expenditure policy of re-prioritisation
• Total expenditure: Union Government’ expenditure in FY21 rose to 17.7% of GDP due to addition-

al expenditure requirements during the pandemic. In FY22, total Union Government expenditure was 
brought down to 16% of GDP, and a significant proportion of this accrued to capital expenditure.

• Pragmatic approach: It was taken by increasing expenditure in a calibrated way, ensuring basic safety 
nets for the vulnerable, and shifting the focus to productive domestic capital expenditure.



www.insightsonindia.com22

1.1.12 Capex-led growth to bring back animal spirits and manage debt levels
• Capital expenditure: It has steadily increased from a long-term average of 1.7% of GDP to 2.5% of GDP 

in FY22 and is budgeted to increase to 2.9% of GDP in FY23. An unprecedented ₹7.5 lakh crore of Capital 
Expenditure for FY23, of which more than 59.6% has been spent from April to November 2022.

• Reasons: The Government’s thrust on capital expenditure in infrastructure-intensive sectors has lon-
ger-term implications for growth and enhances the longer-term supply-side productive capacity. It also 
strengthens aggregate demand and crowds-in private spending, and with early signs of a rebound in 
private sector investments.

3.2.13 Geopolitical developments stretched the Revenue Expenditure requirements
• Major components: Revenue expenditure includes interest payments, subsidies, salaries, pensions, de-

fence, and transfers to states.
• Subsidies: The Union Government reduced subsidy expenditure from FY21 to FY22 due to the winding 

up of pandemic-related support.
• Geopolitical impacts: Higher international prices for food, fertiliser and fuel led to an increased food 

and fertiliser subsidy requirement during FY23, resulting in higher revenue expenditure growth. 
• Supplementary grants: The Union Government had to request an additional ₹80,000 crore for food sub-

sidy and additional allocation under PMGKAY and ₹1.09 lakh crore for fertiliser subsidy in the first batch 
of Supplementary Demands for Grants for FY23.

• Interest: Interest payments as a proportion of receipts increased after the pandemic outbreak and glob-
al challenges, but revenue buoyancy, asset monetisation, and efficiency gains are expected to help pay 
down public debt, thus reducing interest payments in the medium-term.

BOX: Major reforms in the Union budget over the last few years 
• Improved fiscal transparency and realistic revenue assumptions in the Budget
• Discontinuation of Plan-Non plan classification (a greater emphasis to the Revenue and Capital classifi-

cation)
• Merger of railway Budget with the Main Budget
• Shifting the date of the Budget to 1 February
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3.3 Overview of State Government Finances
3.3.1 Performance of State finances

• Improvement: In FY21, state finances were adversely affected by the pandemic, but they improved in 
FY22. The combined Gross Fiscal Deficit (GFD) of states decreased from 4.1% to 2.8% of GDP. The con-
solidated GFD-GDP ratio for States has been budgeted 3.4% in FY23, given geopolitical uncertainties.

• Lower borrowings: From April to November 2022, the combined borrowings of the 27 major states have 
just reached 33.5% of their total budgeted borrowings for the year.

• Central support: The Centre enhanced the net borrowing ceilings for States to 5% of GSDP in FY21, 4% 
of GSDP in FY22, and 3.5% of GSDP in FY23 to support state governments.

• Revenues: In FY23, the States’ combined own tax revenue and own non-tax revenue are expected to 
grow by 17.5% and 25.6%, respectively, over FY22 RE.

• Capital outlay: a part of capital expenditure, grew by 31.7% in FY22 PA, attributable to strong revenue 
buoyancy and support provided by the Centre in terms of advance releases of payments to states, GST 
compensation payments, and interest-free loans.

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

• Transfer of funds:  It comprises the share of States in Union taxes, Finance Commission Grants, Centrally 
Sponsored Schemes (CSS), and other transfers.

• 15th Finance commission: It recommended an amount of ₹1.92 lakh crore for FY23 in respect of 
post-devolution revenue deficit grants, grants to local bodies, health sector grants, and disaster man-
agement grants (as per Article 275 of the Constitution).

• 3.3.4 Supporting the GST compensation payments during crisis
• GST compensation: To meet the shortfall in GST compensation for States, the government borrowed 

₹2.69 lakh crore during FY21 and FY22 and passed it on to States on a back-to-back basis. During FY23, 
the Government of India released ₹1.16 lakh crore towards the total GST compensation payable to 
States up to 30 June 2022 (as of 25 November 2022).

• Other support: The cess payments and tax devolution instalments to the States were frontloaded to 
give them early access to funds. The Centre released the balance from its resources even though the 
total Cess collection until November 2022 was insufficient to make this entire payment to the States.

• 3.3.5 Enhanced limit of borrowing for the States and incentives for reforms
• Enhanced limit: The net borrowing ceiling of state governments was increased above the Fiscal Re-

sponsibility Legislation threshold since the pandemic outbreak. It was fixed at 5% of GSDP in FY21, 4% 
of GSDP in FY22, and 3.5% of GSDP in FY23, with a part of the additional borrowing linked to reforms 
encouraging states to undertake them.

• Reform-linked borrowing: It has 4 components: the ‘One Nation One Ration Card’ System, ease of doing 
business reform, urban Local body/utility reforms, and power sector reforms.

• 15th Finance commission: It recommended performance-based additional borrowing space of 0.50% of 
Gross State Domestic Product to the States in the power sector, with additional borrowing permission 
of ₹39,175 crore allowed to 12 States for meeting the stipulated reform criteria in FY22.

3.3.6 Centre’s support towards States’ capital expenditure
• ‘Scheme for Special Assistance to States for Capital Investment’: The Union government has provided 

50-year interest-free loans to state governments under the scheme for the last three years. 
• Amounts of ₹11,830 crore and ₹14,186 crore were provided to states in FY21 and FY22, respectively, 

and the allocation under the Scheme has been raised to ₹1.05 lakh crore in FY23 to give further impetus 
to State Capex plans.
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3.4 Debt Profile of the Government
• IMF Fiscal Monitor: The global government debt has risen to 91% of GDP in 2022, which is 7.5 percent-

age points above the pre-pandemic levels.
• India: Due to pandemic-induced higher government borrowings, India’s total liabilities of the Union 

Government saw a sharp spike in FY21 but has now moderated to 56.7% of GDP in FY22.
• Domestic debt: The majority of India’s public debt (95.1%) is denominated in domestic currency, which 

reduces currency risk, and only 4.9% is from official sources, which insulates it from volatility in the 
international capital markets. Also, Public debt in India is primarily contracted at fixed interest rates, 
reducing interest rate volatility and providing stability to interest payments.

3.4.1 Consolidating General government finances
• General government liabilities: They give an overview of the fiscal position of the government sector as 

a whole over the debt to include other liabilities like small savings scheme etc.
• Post-pandemic: The General Government deficits as a per cent of GDP have consolidated after their 

peak in F21, and estimated to be 86.5% for FY23.
• 3.4.2 A positive growth-interest rate differential keeps the Government Debt sustainable
• Growth-interest rate differential: The emphasis on capex-led growth will enable India to keep the 

growth-interest rate differential positive, which historically has been positive for India, and keeps the 
debt levels sustainable and accelerate fiscal consolidation in the economy.

• India has had a modest increase in the General Government debt to GDP ratio from 2005 to 2021, 
thanks to resilient economic growth during the last 15 years leading to a positive growth-interest rate 
differential and sustainable government debt to GDP levels.
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3.5 Conclusion
• The Indian government has implemented several policy measures in recent years, including budget 

transparency, tax reforms, and ending uncertainty around retrospective taxation, to enhance fiscal sta-
bility and credibility.

• The increase in India’s debt and deficit ratios has been due to pandemic-induced economic activity con-
traction, as well as slower growth in nominal GDP.

• As India’s economy recovers, maintaining fiscal discipline will create more significant fiscal space for 
policy action and lead to lower interest rates, benefiting all sections of society.

• The central government should incentivize states for reforms and higher capital spending to ensure sus-
tainable debt levels in the medium term.
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Chapter 4

MONETARY MANAGEMENT AND FINANCIAL INTER MEDIATION: A 
GOOD YEAR

Chapter at a glance
• In 2022, high inflation led to monetary tightening in both advanced and emerging economies. Major 

central banks implemented sharp rate increases and the RBI too started its tightening cycle in April 2022.
• In FY23, the RBI’s policy change led to a moderation of liquidity conditions, with bond yields also mod-

erating due to lower oil prices, a slower pace of rate hikes, and global yield moderation.
• Credit appetite has been increasing, with non-food credit growing in double digits since April 2022. 

While the domestic capital markets have shown positive trends, with SMEs contributing more to prima-
ry equity markets and primary private debt markets seeing growth in placements and resource mobili-
zation.

• The insurance and pension sectors have been expanding due to government interventions and regula-
tory support.

• Global central banks are expected to maintain their hawkish stances and tight monetary conditions, but 
India’s strong fundamentals are expected to sustain credit growth and attract global capital flows.

4.1 Monetary developments

• Global challenges: Global inflationary pressures dominated the economic landscape in FY23, and it was 
expected to abate as supply chains normalized. However, the conflict in Europe in Feb 2022 resulted in 
commodity prices soaring and added significantly to inflationary pressures, triggering the current mon-
etary tightening cycle.

• Monetary Policy: The Monetary Policy Committee (MPC) maintained a status quo on the policy repo 
rate between May 2020 and Feb 2022 after a 115 basis points reduction. However, sensing a serious 
risk to price stability, the MPC initiated the monetary tightening cycle in April 2022. Between May and 
December 2022, the MPC implemented a cumulative hike of 225 basis points each in the policy repo 
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rate, the SDF, the MSF, and the bank rate.
• SDF: The committee introduced the Standing Deposit Facility (SDF) in April 2022 to allow banks to depos-

it excess funds with the RBI without needing collateral, enabling collateral-free liquidity management.
• Monetary bases: 

	Reserve money (M0) increased by 10.3% YoY as of 30th December 2022, mainly driven by 
bankers’ deposits with the RBI, with an increase in the CRR. 

	Broad money stock (M3) increased by 8.7% YoY, driven by aggregate deposits and bank credit 
to the commercial sector, and net bank credit to the government supplemented this expan-
sion.

• Money multiplier: The ratio of M3 and M0 broadly remained stable at an average of 5.1 over April-De-
cember 2022, and the adjusted money multiplier was 5.03 as of 30 December 2022.

4.2 Liquidity Conditions
• Liquidity conditions: In FY23, the conditions moderated in response to the RBI’s changed monetary 

policy stance that focused on the withdrawal of accommodation, and surplus liquidity conditions that 
prevailed post-Covid-19 have gradually been withdrawn.

• Rate corridor: The MSF rate was retained at 25 bps above the policy repo rate, and the LAF corridor 
became symmetric around the policy repo rate, with the corridor width being restored to 50 bps.

• CRR: The RBI hiked the Cash Reserve Ratio (CRR) by 50 bps, resulting in a withdrawal of primary liquidity 
of ₹87,000 crore from the banking system.

• Liquidity absorption: The daily net liquidity absorption averaged ₹2.5 lakh crore during FY23, down 
from ₹6.7 lakh crore in FY22. 

4.2.1 Monetary Policy transmission:
• Benchmarks: External benchmark-based lending rate and 1-year median MCLR increased by 225 bps 

and 115 bps, respectively, during late FY23.
• Lending rates: Overall, the weighted average lending rate (WALR) on fresh and outstanding rupee loans 

rose by 135 bps and 71 bps, respectively, in late FY23. 
• Deposit side: the weighted average domestic term deposit rate (WADTDR) on outstanding deposits in-

creased by 59 bps in late FY23.

4.3 Developments in the G-sec Market
• Yield: The yield on the 10-year government bond rose in 2022 due to domestic bond market volatility. 

The monthly average yield on the 10-year government bond was 7.3% in December 2022 after peaking 
at 7.5% in June 2022.

• Trading volume: volume in G-Secs reached a two-year high of ₹27.7 lakh crore during Q2 FY23, with 
private sector banks being the dominant trading segment.
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• Buyers and sellers: Foreign banks and primary dealers were net sellers in the secondary market, while 
public sector banks, cooperative banks, financial institutions, insurance companies, mutual funds, pri-
vate sector banks, and others were net buyers.

4.5 Banking Sector: 
Resilient and well-capitalised Banking System

• Measures: The RBI and government have taken measures to strengthen the regulatory and supervisory 
framework of the banking system, resulting in a healthier balance sheet with enhanced risk absorption 
capacity.

• Asset Quality: The asset quality of scheduled commercial banks (SCBs) has been improving, with a de-
crease in Gross Non-Performing Assets (GNPAs) from 8.2% in March 2020 to a seven-year low of 5.0% 
in September 2022, and Net Non-Performing Assets (NNPAs) dropping to a ten-year low of 1.3% of total 
assets.

• Provisions: The Provisioning Coverage Ratio (PCR) of SCBs has been increasing steadily since March 
2021 and reached 71.6% in September 2022.

• Capital norms: The Capital to Risk-Weighted Assets Ratio (CRAR) of SCBs has been rising sequentially, 
except recent FY23 with slight decline but remains well above the minimum capital requirement (9.5%), 
and even with addition of Capital Conservation Buffer (CCB) requirements totalling 11.5%.

4.6 Credit Growth Aided by a Sound Banking System and Deleveraged Corporate Sector
• Non-food bank credit has accelerated to 15.3% YoY growth in December 2022.
• Credit growth has been broad-based across sectors, with retail credit driving the growth primarily due 

to rising demand for home loans, and other sectors like agriculture, industry, and services also showing 
growth.

• A well-capitalized banking system with a low NPA ratio and more robust corporate sector fundamentals 
will continue to enhance the flow of bank credit into productive investment opportunities, notwith-
standing the rising interest rates.

4.7 Non-Banking Financial Companies (NBFCs) Continue to Recover
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• Recovery: Non-banking financial companies (NBFCs) have been recovering and have absorbed the 
shocks of the pandemic, building up financial soundness.

• GNPA: The declining gross non-performing asset (GNPA) ratio of NBFCs, from 7.2% in June 2021 to 5.9% 
in September 2022.

• Robustness: The capital position of NBFCs remains robust, with a capital to risk-weighted assets ratio 
(CRAR) of 27.4% in September 2022, slightly lower than in March 2022, but still above regulatory re-
quirements.

• Credit extended by NBFCs: it is picking up momentum, with the largest quantum of credit from their 
balance sheets being deployed to the industrial sector, followed by retail, services, and agriculture.

4.8 Progress made under the Insolvency and Bankruptcy Code

1.1.1 Ease of doing business: Facilitating the process of ‘exit’
• Exit: The Insolvency and Bankruptcy Code (IBC) has facilitated the exit of distressed firms, reallocating 

resources to more productive use.
• CIRP: Since December 2016, 5,893 Corporate Insolvency Resolution Processes (CIRPs) have commenced 

by end-September 2022, of which 67% have been closed.
	21% of were closed on appeal or review or settled
	19% were withdrawn
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	46% ended in orders for liquidation
	14% culminated in the approval of resolution plans.

• Share: 52% of ongoing CIRPs belong to industry, followed by 37% in the services sector by September 
2022. 
	Under industry, 74% of the initiated CIRPs were from the manufacturing sector, with the tex-

tile, basic metals, and food sectors accounting for 48% of the ongoing CIRPs.
	In the services sector, 60% of the ongoing CIRPs belong to real estate, renting, and business 

activities.

4.8.2 Behavioural change: Recoding Business Relationships
• Moral motivation: IBC has induced a behavioural change among debtors, as the fear of losing control 

over the Corporate Debtor (CD) has led them to settle their dues before the initiation of insolvency pro-
ceedings.

• Outcome: Until September 30 2022, 23,417 applications for initiation of CIRPs of CDs having underlying 
default of ₹7.3 lakh crore were disposed of before their admission into CIRP.

• Value retention: Realisation value for initiators of CIRPs was ₹2.4 lakh crore, which is 177.6% of the liq-
uidation value and 841% of the fair value of the 553 CDs rescued.

• 4.8.3 NPAs: IBC recovers highest amount for Scheduled Commercial Banks
• IBC comparison: Scheduled Commercial Banks (SCBs) have recovered the highest amount through the 

IBC in FY 2022 compared to other channels such as Lok Adalats, SARFAESI Act, and DRTs.
• Critical view: For IBC, the extent of haircut better reflects the effectivity that the comparison of realized 

value with admitted claims. (Data not given in Survey)

4.9 Development in Capital Markets
In FY23, global capital markets had a downbeat performance due to various factors such as inflation, monetary 
policy tightening, and volatile markets.

4.10 Primary Market
4.10.1 Equity: Large number of SMEs coming out with the public offer

• India: Despite global financial market turmoil, the primary market in India had a buoyant performance 
from April to November 2022.

• IPOs: The number of firms opting to list on the bourses increased by 37%, although the amount raised 
declined to almost half of what was raised in the last year.

• SMEs: The number of SMEs coming out with IPOs almost doubled compared to FY22, and the total 
funds raised by them were almost three times the funds raised by them in the same period last year.

• The largest IPO ever in the history of India was the listing of Life Insurance Corporation (LIC) of India.
• 4.10.2 Debt: Underactivity in public debt issuances more than compensated by private debt placements
• Debt market: The amount of capital mobilized by the issuance of debt securities in the primary market 

increased by 5% in April-November 2022 y-o-y.
• Public issues: It increased by 10% compared to the same period last year, but the amount raised de-

creased by 27%.
• Private debt: The number of private debt placements increased by 11%, while resources mobilized in-

creased by 6% in April-November 2022 y-o-y.

4.11 Secondary Market
• Stock markets’ resilience: In April-December 2022, the Indian stock market performed well and regis-

tered a return of 3.7%, while global stock markets declined due to geopolitical uncertainty.
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• Dollar-adjusted returns: The Nifty 50 index adjusted for the depreciation of the Indian Rupee against 
the US Dollar stood at -4.7%.

• Volatility: The India VIX, which measures expected short-term volatility in the stock market, rose to a 
high of 32.0 on 24th February 2022 due to the Russia-Ukraine conflict and then witnessed a declining 
trend as the impact of the conflict started to wane.

• Valuations: Nifty 50 has a P/E ratio at 21.8, higher compared to global markets but lower than its own 
5-year average.

• Retail Participation: Number of demat accounts increased by 39% YoY in November 2022, but the share 
of individual investors in the cash segment marginally declined in FY23. The trend is due to increased 
volatility in the secondary market and subdued primary market performance.

• Commodity Derivatives Market: Commodity prices saw a sharp correction as the Federal Reserve in-
creased interest rates to combat inflation. MCX iCOMDEX Base Metal Index declined by 19.1% by No-
vember 2022 compared to March 2022.

• Mutual Funds: Lower net inflows were observed during April-November 2022, except for some growth/
equity-oriented schemes and solution-oriented schemes that saw higher inflows. The mutual fund in-
dustry’s assets under management (AUM) increased by 8.1% at the end of November 2022 on YoY basis, 
thanks to market performance.

4.12 Foreign Portfolio Investments
Strong macroeconomic fundamentals ensure India remains an attractive destination

• Strong macroeconomic fundamentals: Global economic factors such as inflationary pressures and re-
cessionary fears have caused some FPI outflows from Indian markets, but the country’s strong macro-
economic fundamentals have helped to offset these outflows.

• FPI Holdings: Assets under custody with FPIs increased by 3.4% at the end of November 2022 compared 
to the previous year.

• Outflow: Overall, there has been a net FPI outflow of ₹16,153 crore at the end of December 2022, with 
both the equity and debt segments seeing outflows. Large capital outflows from importers like India and 
China were matched by inflows into commodity-exporting countries such as Indonesia, Malaysia, and 
Brazil.

• Domestic defence: Domestic Institutional Investors (DIIs) and mutual funds have provided a counter-
vailing force against FPI outflows, with net DII inflows and net investment by mutual funds in equities 
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observed during FY23.

4.13 Other Developments: 
Necessity of a common approach to regulating the crypto ecosystem

• Cryptocurrency: Recent collapse of the FTX crypto exchange and sell-off in the crypto markets have 
highlighted vulnerabilities in the crypto ecosystem.

• Regulation: US regulators have disqualified Bitcoin, Ether, and other crypto assets as securities, and 
the Federal Reserve, FDIC, and OCC have expressed concerns about crypto-asset risks to the banking 
system.

• Common approach needed: The global response to cryptos is evolving, and there is a necessity for a 
common approach to the regulation of these volatile instruments. International fora like OECD and G20 
are discussing a globally coordinated approach to regulating crypto assets.

• Case studies of countries attempting to regulate unbacked crypto assets are discussed, including the EU, 
Japan, Switzerland, and the UK.
	The EU’s digital finance strategy proposes onshoring, notification, and licensing regimes for 

crypto assets and key entities.
	Japan has introduced regulations for crypto asset service providers, including asset segrega-

tion, operational risk and cyber security management, KYC, internal audits, and minimum cap-
ital requirements.

	Switzerland has issued guidelines for initial coin offerings and introduced three categories of 
tokens, with the DLT amending various civil and financial market laws.

	The UK and Singapore have also published guidelines to restrict the marketing of crypto assets.

4.14 IFSC – GIFT City
• The setting up and operationalizing of India’s International Financial Services Centre (IFSC) in GIFT City 

is a significant initiative taken by the government to accelerate the development of a strong base of 
international financial services in the country.

• GIFT-IFSC has witnessed tremendous growth and traction across the entire spectrum of financial ser-
vices, including banking, capital markets, insurance, fund management, aircraft leasing, and more.

• With more than 390 entities registered across a full spectrum of financial services, the financial services 
market in GIFT-IFSC is rapidly growing with healthy and increasing participation of international and 
domestic financial institutions. Key partnerships include:
	NSE IFSC -SGX Connect
	Cooperation agreement between India INX and Luxembourg Stock Exchange
	Multilateral Memorandum of Understanding (MMoU) and Bilateral Memorandum of Under-

standing (BMoU) with several international platforms.

4.15 Developments in the Insurance Market
• The insurance market has shown resilience during the pandemic and plays an important role in econom-

ic development by encouraging savings and providing funds for infrastructure development. 
• Insurance penetration and density are the parameters used to assess the potential and performance of 

the insurance sector internationally. Insurance penetration in India was 4.2% in 2021 and Density was 
$91.
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• The non-life insurance segment in India grew 10.8% YoY, driven by health and motor segments, while 
the life insurance segment grew 10.2% YoY in FY22. 

• The government is privatizing its stake in insurance, contributing to M&A activities in the sector. 
• The Insurance Regulatory and Development Authority of India has issued regulations that provide a 

platform for distributing affordable insurance products and promote financial inclusion. 
• Many government schemes have also improved insurance coverage. This includes Ayushman Bharat Yo-

jana, Pradhan Mantri Suraksha Bima Yojana, Pradhan Mantri Jeevan Jyoti Bima Yojana, Pradhan Mantri 
Vaya Vandana Yojana, and Pradhan Mantri Fasal Bima Yojana.

4.16 Pension Sector
• Resilience: The pension sector in India has performed well during the COVID-19 pandemic, and various 

measures were taken to support the poor and vulnerable, such as expanding the coverage of unemploy-
ment benefits and increasing pension entitlements. 

• Schemes: The Indian government has implemented various pension schemes, including the National 
Pension System (NPS), which covers government employees, and the Atal Pension Yojana (APY), which 
applies to all individuals aged 18-40 years. 

• The PFRDA, which oversees these schemes, conducted a survey that showed a better gender balance 
in the case of APY, with more enrolment from Maharashtra and increasing enrolments at younger ages.

1.17 Outlook
• Macroeconomic fundamentals: The domestic financial system in India is resilient with healthy balance 

sheets of banks, stronger capital levels of NBFCs, and robust growth in the AUM of domestic mutual 
funds.

• Credit: There is a buoyant demand for bank credit and early signs of a revival in the investment cycle, 
benefiting from improving asset quality, a return to profitability, and resilient capital and liquidity buf-
fers.
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Chapter 5

PRICES AND INFLATION: SUCCESSFUL TIGHT-ROPE WALKING

Chapter at a glance
• In 2022, consumer price inflation in India went through three phases, rising up to April (7.8%), holding 

pattern up to August (7%), and declining by December (5.7%). 
• The rise in inflation was due to the Russia-Ukraine war and a shortfall in crop harvests. Measures by the 

Indian Government and Reserve Bank of India helped bring inflation within the Central Bank’s tolerance 
limit. 

• Western countries, which pumped stimulus during the pandemic periods, continue to grapple with high 
levels of inflation. 

• There was a gap between the Wholesale Price Index (WPI) inflation and the lower Consumer Price Index 
(CPI) inflation, which has reduced since then, showing a tendency towards convergence. 

• There were significant variations in retail inflation rates among the Indian states and Union Territories. 
• The overall increase in composite Housing Price Index (HPI) assessment and HPI market price indicates 

a revival in the housing finance sector. 
• The Indian Government has undertaken fiscal measures to combat inflation, and the RBI forecasts ele-

vated domestic prices for cereals and spices in the near term. 
• In general, the year 2022 saw a return of high inflation in the advanced world, but India took decisive 

measures to cap the rise in prices. Authorities are expected to remain vigilant and proactive should in-
flation pressures re-emerge in India in 2023.

5.1 Introduction
• Inflation is a concern for policymakers as it affects the common man, especially in developing econo-

mies where necessities have a higher share in the consumption basket.
• Recent past: India’s inflation rate was well-behaved from 2017 to 2019, but in 2020, supply-side disrup-

tions caused inflation to go beyond the RBI’s upper tolerance limit.
• Shocks: The conflict in Russia-Ukraine caused worldwide inflation, mainly due to surging prices of crude 

oil and other commodities, with developed economies raising interest rates in response.
• Developed world: The IMF projects that the rate of inflation in advanced economies will increase from 

3.1% in 2021 to 7.2% in 2022, the highest since 1982, while emerging markets are expected to see an 
increase in inflation from 5.9% in 2021 to 9.9% in 2022.

• India: its inflation rate peaked in April 2022 at 7.8% before moderating to 5.7% in December 2022 due 
to good monsoons and prompt government measures that ensured adequate food supply.

• The chapter discusses trends and drivers of retail and wholesale price inflation in FY22 and FY23, state-
wise and rural-urban differential in consumer inflation, fuel price inflation, CPI and WPI convergence, 
housing prices, pharmaceutical pricing, and fiscal as well as monetary policy measures undertaken to 
contain inflation.

5.2 Domestic Retail Inflation 
5.2.1 Headline Inflation Declined from its Peak

• CPI-Combined (CPI-C):  CPI-C or the headline retail inflation declined from its peak in FY22 but remained 
higher compared to the pre-pandemic years. 

• Reasons: During FY22, some sub-groups reported high inflation due to supply disruptions caused by 
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pandemic-induced lockdowns. 
• In FY23, retail inflation was mainly driven by higher food inflation while core inflation stayed at a mod-

erate level. Food inflation ranged between 4.2% to 8.6% between April and December 2022, while the 
core inflation rate stayed at around 6% except in April 2022.

5.2.2 Food Inflation Caused by Vegetables and Cereals in FY23
• Food inflation:  based on Consumer Food Price Index (CFPI), it climbed to 7.0% in FY23 from 3.8% in 

FY22. Major contributors to food inflation were vegetables, cereals, milk, and spices.
• Shortages: Cereals and spices are expected to have elevated domestic prices in near term due to supply 

shortages. Double-digit inflation was observed in cereals since September 2022.
• Edible oils: International prices of edible oils surged in FY22 due to shortfall in global production and 

increase in export tax levies by various countries. India meets 60% of its edible oils demand through 
imports.

• FY23 saw subdued inflation in edible oils due to rationalization of tariffs and imposition of stock limits 
on edible oils and oil seeds.

• Box V.1: Measures to Contain Inflation in Essential Food Commodities
• Cereals: Export bans on items like wheat flour while hiking of duties on rice etc.
• Pulses: Buffer stock being maintained since FY21, reduction in import duties, subsidized issue at state 

level.
• Edible oils: Slashing of customs duties on palm, sunflower, soya oils etc.
• 5.2.3 Rural-Urban Inflation Differential Has Declined
• Narrowing gap: Rural inflation has been higher than urban inflation throughout FY23, but the gap has 

narrowed compared to previous years.
• Food: food inflation based on CPI-C has cooled down after reaching a high in April 2022, but rural infla-

tion has remained higher than urban inflation.
• Fuel: Rural fuel inflation has remained lower than urban fuel inflation throughout FY23, with traditional 

fuels like firewood and cow dung cakes being cheaper than petrol and diesel.



www.insightsonindia.com36

5.2.4 Majority of the States/UTs have Higher Rural Inflation than Urban Inflation
• Most states and union territories (UTs) have witnessed higher rural inflation than urban inflation in the 

current fiscal year, with food, clothing, and fuel being major contributors to the surge in inflation.
• Telangana, West Bengal, Maharashtra, Madhya Pradesh, Haryana, and Andhra Pradesh have seen espe-

cially high rates of inflation in FY23, with fuel and clothing being major contributors.

5.3 Domestic Wholesale Price Inflation
Wholesale Price Inflation Caused by Global Supply Chain Disruption

• Wholesale price inflation (WPI): it remained low during the pandemic but started to gain momentum in 
the post-pandemic period and reached around 13% in FY22 due to reasons mentioned before.

• Trend: The monthly trend of inflation rates based on wholesale prices has been sliding downwards from 
its peak of 16.6% in May 2022 to 5.0% in December 2022, and the decline was observed in all three 
subgroups of WPI.

• Import inflation: WPI inflation is partly due to imported inflation, with the high import dependence on 
edible oils leading to transitory effects of rising international prices reflected in domestic prices.

• An RBI study suggests that a 1% increase in prices across all countries and sectors due to global inflation 
shock could increase inflation in India by around 63 basis points through second-round effects in addi-
tion to the direct impact of 100 basis points.

Box V.2: Measures to Contain Inflation in Input Prices
• Fuel: Excise duties on petrol and diesel were reduced by 5 and 10 respectively in November 2021 and 

by 8 and 6 respectively in May 2022.
• Chemicals: Import duty on raw materials used in the plastic industry, such as naphtha, propylene oxide, 

and polymers of vinyl chloride, was reduced from 2.5% to 1%, 5% to 2.5%, and 10% to 7.5%, respective-
ly, in May 2022.

• Metals: Import duty on major inputs for steel, such as ferronickel, cooking coal, and PCI coal, was cut to 
zero, and the duty on coke and semi-coke was reduced to zero in May 2022.

• Textile: Customs duty on cotton imports was waived from April 14, 2022, until September 30, 2022, to 
benefit the textile industry and lower prices for consumers.
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• Gems and precious stones: Customs duty on cut and polished diamonds and gemstones was reduced to 
5%, and duty on simply sawn diamond was reduced to nil in the Budget 2022-2023.

5.4 Fuel Price Inflation: Declining Global Crude Oil Prices
• Inflation: rise in WPI ‘fuel and power’ in FY22 and FY23 was mainly due to high international crude oil 

prices. India has over 85% import dependency on crude oil-based fuels.
• Trend: Prices were low in FY21 due to low demand but started surging due to unprecedented cuts in 

crude oil supply by OPEC and other oil-producing countries, and demand picked up with the easing of 
Covid-19 restrictions in most regions of the world.

• Peak: In June 2022, the Indian basket of crude oil peaked at US$116/bbl due to supply disruption amid 
rising tensions in Eastern Europe and the Middle East.

• The price of crude oil declined to US$78/bbl in December 2022.
• Duty cuts: Central excise duty on petrol and diesel was reduced in November 2021 and May 2022, fol-

lowed by a reduction in Value Added Tax (VAT) by the State Governments, which led to a moderation of 
the retail selling price of petrol and diesel in India.

Convergence of WPI and CPI Inflation
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• Differential: Pass-through of international prices to wholesale prices is quick and impacts retail prices 
with a lag, creating a wedge between WPI and CPI inflation rates.

• Peak: The wedge between CPI-C and WPI inflation reached its peak at 10% in November 2021 before 
narrowing until April 2022.

• Conflict impact: In February 2022, another inflationary pressure started building up due to the Rus-
sia-Ukraine conflict, leading to divergence in the two indicators of inflation.

• Narrowing: The convergence between the WPI and CPI indices was mainly driven by a cooling in infla-
tion of commodities such as crude oil, iron, aluminium and cotton, and a rise in CPI inflation due to an 
increase in the prices of services.

• The wedge between WPI and CPI inflation closed in November 2022, after 21 months, indicating the 
near completion of the pass-through of high input costs to the retail segment.

5.5 Falling Inflationary Expectations
• Inflationary expectations: It plays a crucial role in shaping inflation as it impacts both consumer and 

policy-side decisions.
• RBI’s efforts: It anchors expectations by forward guidance and responsive monetary policy. Both busi-

ness and household inflation expectations for 1-year forward have a general declining trend due to 
tightening of monetary policy across economies.

5.6 Monetary Policy Measures for Price Stability
The RBI’s Monetary Policy Committee (MPC) raised the policy repo rate under the liquidity adjustment facility 
(LAF) by 2.25% from May to December 2022, reaching 6.25%.

Box V.3: How is the Current Inflation Different from the 1970s?
• Past parallels: Unprecedented global inflation in the current year recalls the experience of the 1970s.
• Oil crisis: Recent oil price rises are proportionally smaller than the 1970s crisis.
• Differences:

	In contrast to the 1970s crisis, which was confined to oil prices, the recent crisis has seen per-
vasive price increases across a broader range of commodities.

	Central banks have much clearer and more robust institutional frameworks that focus on price 
stability today than the 70s.

	Higher energy prices could matter less today than in the past due to better coordination among 
global central banks and the application of unconventional monetary policy tools.

	The energy intensity of GDP has fallen by around 40% since the late 1970s, and the diversifica-
tion of input baskets and destinations for sourcing has tamed the impact of commodity shocks 
to some extent.

• Liquidity: Today’s inflation is more a result of post-pandemic liquidity boost rather than just supply-side 
constraints.

5.7 Housing Prices: Recovering Housing Sector After the Pandemic
• Significance: Housing prices provide important information on the state of the economy and affect con-

sumption spending through household wealth and consumer confidence.
• NHB: The National Housing Bank publishes two Housing Price Indices (HPI) based on valuation prices 

and market prices for 50 cities across India.
• Trend: Annual change in HPI assessment price varied widely, with 46 cities registering an increase and 4 

cities experiencing a decline, and all 8 major metros showing an annual increase.
• Reasons: The Covid-19 crisis significantly impacted the residential real estate market, but policy inter-
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vention and low home loan interest rates have propped up demand and attracted buyers in the afford-
able segment in FY23.

• Overall, the increase in composite HPI assessment and HPI market prices indicates a revival in the hous-
ing finance sector and offers confidence to homeowners and home loan financiers in terms of the re-
tained value of the asset.

Box V.4: NHBs Support to the Housing Finance Sector (HFC)
• The Liquidity Infusion Facility Scheme was launched in 2019 to support HFCs in creating individual 

housing loan portfolios that fall under the priority sector, as defined by the RBI.
• Special Refinance Facility (SRF) was launched during the COVID-19 pandemic for disbursing 10,000 

crores provided by RBI under the Special Liquidity Facility and 5,000 crores under an Additional Special 
Liquidity Facility.

• NHB has extended concessions of 25/30 basis points under refinance for various categories, including 
women, rural areas, SC/ST, aspirational districts, north-eastern region, etc. as a part of the Azadi Ka 
Amrit Mahotsav (AKAM).

5.8 Keeping check on Pharmaceutical Prices
• Regulation: The Department of Pharmaceuticals regulates drug prices based on the National Pharma-

ceuticals Pricing Policy, 2012.
• Cap: ceiling prices for 890 formulations of 358 drugs/medicines under the National List of Essential 

Medicines (NLEM), 2015 have been fixed until 31 December 2022.
• NLEM 2022: it was promulgated in September 2022, and ceiling prices of 119 formulations have been 

fixed until 31 December 2022. In addition, retail prices for 2,196 formulations have been fixed under the 
DPCO, 2013.

• Initiatives: The Pradhan Mantri Bhartiya Janaushadhi Pariyojana (PMBJP) was launched to provide qual-
ity generic medicines at affordable prices, and over 9000 dedicated outlets known as Janaushadhi Ken-
dras have been opened under the scheme. The PMBJP product basket includes 1759 medicines and 280 
surgical devices.
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5.9 Conclusion
• Both CPI-C and WPI have fallen below 6% and are expected to continue to decrease.
• International crude oil prices and other major commodity prices have returned to normal levels.
• RBI projects CPI inflation for Q1-FY24 at 5.0% and for Q2-FY24 at 5.4% assuming a normal monsoon.
• India’s inflation management has been noteworthy compared to advanced economies that are still 

grappling with sticky inflation rates.
• Upside risks to India’s projected inflation rates may outweigh the downside risks due to supply chain 

disruptions, a surge in commodity demand, and geopolitical issues.
• Elevated domestic prices for cereals, spices, and milk are expected in the near term due to supply short-

ages and high feed costs.
• Industrial input prices may ease, but their delayed pass-through to consumer prices may contribute to 

the stickiness of core inflation.
• Overall, the inflation challenge in FY24 is expected to be less stiff than in the previous year, and mone-

tary and fiscal authorities are expected to be proactive and vigilant.
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Chapter 6

SOCIAL INFRASTRUCTURE AND EMPLOYMENT: BIG TENT

Chapter at a glance
• The chapter discusses the progress of India’s social infrastructure and employment in the aftermath of 

the COVID-19 pandemic and the Russia-Ukraine conflict. 
• Despite the challenges posed by these events, the social sector expenditure outlay of the Centre and 

State Governments has increased steadily, with the share in total General Government expenditure 
standing at 26.6 per cent. 

• India is on track to attain the Sustainable Development Goal of halving poverty by 2030, and social pro-
tection schemes have been introduced to provide a shield of dignity for every member of society. 

• In addition, technology has been used to transform welfare, with Aadhaar and JAM trinity revolutioniz-
ing the state-citizen interaction.

• The chapter also discusses the improvement in employment indicators, such as a noticeable rise in Rural 
Female Labour Force Participation Rate, rising formalisation of employment, and net addition to EPFO 
payroll. 

• Initiatives like MGNREGA in employment, SHGs in women empowerment, Ayushman Bharat programme 
for health etc are flagship initiatives for creating social infrastructure for overall human development.

• On the human capital formation front, the chapter emphasizes the strengthening of education and 
health infrastructure, with the progressive framework of the National Education Policy and a rise in 
doctors, nurses, and other medical personnel in the past eight years. 

• Overall, the chapter highlights the progress made towards achieving the long-term goals of human de-
velopment and “sabka sath, sabka vikas.”

6.1 Introduction
• The social infrastructure indirectly contributes to economic development and quality employment op-

portunities are essential for sustainable growth.
• Quality of life in India includes access to basic necessities such as clean drinking water, sanitation, em-

ployment prospects, health care, social security, and connectivity.
• The government places a high priority on the development of social infrastructure and has adopted the 

UN SDGs 2030.
• Despite the challenges posed by the pandemic, India has made progress in increasing incomes and im-

proving social indicators, including education, healthcare, and employment opportunities.
• The chapter covers various aspects of the social sector, including government expenditure, progress 

on human development, measures to provide basic necessities to all citizens, and initiatives to attain 
different SDGs.

6.2 Social Sector Expenditure Keeping Pace with Growing Importance of the Sector
• Government spending:  on social services has increased since FY16, with a focus on citizens’ social 

well-being. Expenditure on social services accounts for around 25% of total government spending, in-
creasing to 26.6% in FY23 (BE).

• Social services expenditure: it increased by 8.4% in FY21 and 31.4% in FY22, mainly in the health and 
education sectors. Combined central and state governments’ expenditure on social sector outlay was 
Rs. 12.8 lakh crore in FY19 and has increased to Rs. 21.3 lakh crore in FY23 (BE).



www.insightsonindia.com42

• Health in focus: The share of expenditure on health in the total expenditure on social services has in-
creased from 21% in FY19 to 26% in FY23 (BE).

• Target: The National Health Policy 2017 envisages increasing government’s health expenditure from 
1.2% to 2.5% of GDP by 2025. The Fifteenth Finance Commission also recommends the same. Budgeted 
expenditure on the health sector has reached 2.1% of GDP in FY23 (BE) and 2.2% in FY22 (RE), against 
1.6% in FY21.

6.3 Improving Human Development Parameters
• Human development is important for social mobility
• Global decline in human development due to Covid-19 pandemic and other challenges
• India’s HDI ranking is 132 out of 191 countries, with a value of 0.633 in 2021 (lower than 2019) and is 

placed in the ‘medium human development category’.
• India’s HDI value is still higher than South Asia’s average.
• India’s Gender Inequality Index (GII) value is 0.490 in 2021, better than South Asia’s average.
• India’s progress in dealing with multidimensional poverty is presented in Box VI.1

Box VI.1: UNDP Multidimensional Poverty Index 2022
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• Dimensionality: Poverty is not just about lack of monetary means but also involves multiple disadvan-
tages such as poor health, malnutrition, lack of sanitation, clean drinking water or electricity, and poor 
quality of education.

• Monetary poverty: It is measured by the percentage of the population living below the 2011 PPP of 
US$1.90 per day but it does not present the complete picture of poverty. The headcount or incidence 
of multidimensional poverty is 6.1 percentage points lower than the incidence of monetary poverty for 
India.

• Multidimensional poverty measures (MPM): like the UNDP’s Multidimensional Poverty Index (MPI), 
provide a more comprehensive picture of poverty by measuring overlapping deprivations across 10 
indicators in three dimensions: health, education, and standard of living.

• 2022 MPI report: it shows that 16.4% of India’s population (228.9 million people) is multidimensionally 
poor, while an additional 18.7% is vulnerable to multidimensional poverty (260.9 million people).

• Progress: Between 2005-06 and 2019-21, 41.5 crore people in India exited poverty, demonstrating that 
the SDG target of reducing poverty in all its dimensions by 2030 is possible to achieve.

• The poorest states and groups (children, lower castes and those living in rural areas) reduced poverty 
the fastest in absolute terms.

• Indicators: There has been considerable progress in particular indicators like cooking fuel, sanitation, 
housing and nutrition due to proactive interventions by the government and focus on inclusivity with 
all-India coverage.
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6.4 Transformation of Aspirational Districts Programme
• ADP: The Transformation of Aspirational Districts Programme (ADP) was launched in January 2018 by 

the Government of India with the aim of raising living standards and ensuring inclusive growth of all 
citizens by 2022 focusing on particularly backward districts.

• Target sites: The programme identifies 117 Aspirational Districts (ADs) across 28 States/UTs based on 
composite indicators that have an impact on human development.

• 3C Approach: The ADP focuses on convergence, collaboration, and competition among districts through 
monthly delta ranking, with the aim of making immediate improvements and measuring progress based 
on 49 Key Performance Indicators (KPIs) under five broad socio-economic themes.

• NITI Aayog has developed a broad template for the formulation of district plans, which can be custom-
ized by each district based on their unique opportunities and challenges.

• Achievements of the programme:
• The program has monitored progress across five focus sectors and many aspirational districts have sur-

passed state averages in several indicators related to health and nutrition.
• Health and nutrition theme: 73 districts have surpassed state averages in 10 indicators, and 46 districts 

have improved by up to 45% and 23 districts have improved by up to 69% in critical indicators related to 
pregnant women’s health.

• Education theme: 46 districts have improved by up to 34% and 29 districts have improved by up to 49% 
in critical indicators related to learning outcomes attained by students.

• Inclusion: The aspirational districts have performed better than non-aspirational districts in terms of 
financial inclusion, with more people having access to bank accounts, government insurance schemes, 
and MUDRA loans.

• Peak progress: Several aspirational districts have reported saturation in basic infrastructure indicators, 
such as the percentage of households with electricity connection and access to all-weather roads, and 
the percentage of households with individual household washrooms.

• Template of Good Governance 
• The ADP has emerged as a template for good governance, and two programs, ‘Mission Utkarsh’ and 

‘Aspirational Blocks Programme’ (ABP), have been conceptualized along the lines of ADP design.



www.insightsonindia.com 45

• ‘Mission Utkarsh’ was launched by 15 central ministries to bring low-performing districts at par with the 
state average in one year and close to the all-India average in another, while the ABP aims to identify 
and improve the most underdeveloped blocks in the country.

6.5 Progressing Labour Reform Measures
• Structural reforms: In 2019 and 2020, 29 Central Labour Laws were consolidated into four Labour Codes.
• The four codes are the Code on Wages, 2019, the Industrial Relations Code, 2020, the Code on Social 

Security, 2020, and the Occupational Safety, Health & Working Conditions Code, 2020.
• Reflecting new realities: The new laws are in tune with changing labour market trends and aim to ac-

commodate the minimum wage requirement and welfare needs of unorganised sector workers. The 
Labour Codes have been aligned with the present economic scenario and technological advancements 
and ease compliance mechanisms.

• Technology: Use of technology, such as web-based inspections, has been introduced to ensure transpar-
ency and accountability in enforcement.

• Implementation: As of 13 December 2022, such number of states have fulfilled the mandate of pre-pub-
lishing the draft rules
	31 States have pre-published the draft rules under the Code on Wages, 
	28 States under Industrial Relations Code, 
	28 States under Code on Social Security,
	26 States under Occupational Safety Health and Working Conditions Code.

6.5.1 e-Shram portal
• About: The Ministry of Labour and Employment has created the e-Shram portal to create a national 

database of unorganized workers, including migrant workers, gig and platform workers, etc.
• Components: The portal captures details of workers such as name, occupation, address, education-

al qualification, and skill types to facilitate their employability and extend benefits of social security 
schemes to them.

• Linkage: The e-Shram portal has been linked to the NCS portal and ASEEM portal for seamless facilita-
tion of services.

• Progress: As of 31 December 2022, over 28.5 crore unorganised workers have been registered on the 
e-Shram portal.

• Vulnerable sections: female registrations accounting for 52.8% of the total and the majority of registra-
tions belonging to the age group 18-40 years. Agriculture sector workers contributed to 52.4% of the to-
tal registrations, followed by domestic and household workers (9.8%) and construction workers (9.1%).

6.6 Aadhaar: The Many Achievements of the Unique Identity
• Aadhaar: It is a 12-digit unique identification number that provides a digital identity to the residents of 

India and ensures authentication based on biometrics. It replaces multiple IDs for multiple purposes, 
and secures the social contract between the State and the Citizen.

• Role: It has helped build and strengthen a digital economy, giving India a global competitive advantage.
• Coverage: Aadhaar is used by 135 crore citizens, which is 94% of the population and 100% of adults (>18 

years).
• It has been described by Nobel laureate and former World Bank Chief Economist Paul Romer as “the 

most sophisticated ID programme in the world.”

6.6.1 Achievements of Aadhaar
• Tool for social delivery: 318 Central schemes and over 720 state DBT schemes are notified under section 
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7 of the Aadhaar Act, 2016
• Aadhaar Generated: 135.2 crore
• Aadhaar Updated: 71.1 crore
• Authentication Done: 8621.2 crore
• eKYC Done:1350.2 crore
• Ration: 75.3 crore residents have linked their Aadhaar with ration cards to avail of ration
• LPG: 27.9 crore residents linked Aadhaar with cooking gas connection for LPG subsidy
• Banking: 75.4 crore bank accounts are linked with Aadhaar & 1549.8 crore transactions via Aadhaar 

Enabled Payment Systems

6.6.3 The key usages of Aadhaar in the daily lives of citizens are:
• Aadhaar serves as a unique identification number for residents of India and connects the government 

and the individual.
• Payment: Aadhaar Enabled Payment Systems (AEPS) allows basic banking transactions, helping to pro-

vide doorstep banking services and mitigate the impact of COVID-19.
• JAM trinity: The Jan-Dhan, Aadhaar, and Mobile with the power of DBT has brought marginalized sec-

tions into the formal financial system and revolutionized governance. Direct benefit transfers have been 
enabled by Aadhaar and over 1,010 crore successful transactions worth over `7,66,055.9 crore through 
multiple large central schemes.

• Ration: Aadhaar plays a key role in the One Nation One Ration Card (ONORC) scheme, eliminating ghost 
and duplicate beneficiaries, and improving transparency in PDS.

• Digitalization: Aadhaar forms the backbone of the PM Kisan Samman Nidhi scheme, Co-WIN platform 
for vaccine administration, and face authentication for availing of pensions.

6.6.2 The Aadhaar Ecosystem
• Nodal agency: The Unique Identification Authority of India (UIDAI) is responsible for developing policies 

and procedures for issuing Aadhaar numbers and performing authentication
• The Aadhaar ecosystem: It includes 66,103 Aadhaar counters, 34,834 Child Enrolment Lite Client devic-

es, 180 active registrars, and 507 active enrolment agencies, 178 Aadhaar User Agencies and 169 e-KYC 
user agencies.

• Coverage: There are 88 Aadhaar Sewa Kendra operational in 72 cities, 15,002 Village Level Entrepre-
neurs providing Aadhaar updates services, and around 53,750 postmen/Grameen Dak Sewaks under 
India Post Payment Bank approved to provide mobile number update facility

6.7 Improving Employment Trends
• Employment trends: They can be studied through household surveys and enterprise/establishment 

surveys, providing a complete view of the labour market.
• Improvement: Both the supply and demand side of the labour market have shown improvement in 

employment indicators, with unemployment rates falling and a rise in rural female labour force partic-
ipation rate.

• Urban employment: It shows progress beyond pre-pandemic levels, with a decline in the unemploy-
ment rate.

• Some data points: 
	Unemployment rates (Rural + Urban) have fallen from 5.8 per cent in 2018-19 to 4.2 per cent 

in 2020-21, 
	a noticeable rise in rural FLFPR from 19.7 per cent in 2018-19 to 27.7 per cent in 2020-21

• EPFO: The net addition to EPFO payroll is steadily moving upward, with the majority share coming from 
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the youth.
• Sectors: Employment in nine major sectors has increased, and employment in the organized manufac-

turing sector has been rising.
• The increase in employment levels can be attributed to multiple measures taken to cushion the impact 

of Covid-19 on MSMEs, street vendors, and manufacturing units, and provide job opportunities through 
targeted schemes and measures.

6.7.1 Supply Side of Employment
Annual Periodic Labour Force Survey

• The labour force participation rate (LFPR), worker population ratio (WPR) and unemployment rate (UR) 
have improved for both males and females in both rural and urban areas compared to previous years 
according to the Annual Periodic Labour Force Survey (PLFS).

• The current weekly status (CWS) benchmark shows a swift recovery of labour market indicators from 
2019-20 to 2020-21 for both males and females, with improvement in employment indicators.

• Broad employment status: The share of self-employed increased and that of regular wage/salaried 
workers declined in 2020-21, driven by trend in both rural and urban areas.

• Sectors: The share of workers engaged in agriculture rose marginally, while the share of manufacturing 
and trade, hotel & restaurants declined slightly, possibly due to the impact of Covid on these sectors.

• FLFPR: The female labour force participation rate has been rising (reached 27.5% in FY21), which could 
be attributable to rising rural amenities freeing up women’s time, and high agricultural growth over the 
years.

• More than 75% of rural female workers are employed in the agricultural sector, highlighting the need to 
upskill and create employment for women in agriculture-related sectors such as food processing, which 
could be achieved through the self-help groups (SHGs).

Box VI.2: Measurement issues in Female Labour Force Participation Rate
• Use of overly broad categories clubbing productive work (collection of firewood, poultry farming, etc.) 

with domestic duties can in one sweep shift a significant proportion of women in the labour force into 
the out-of- labour-force category.

• No Recovery questions in the PLFS questionnaire
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• Measurement of “Work” alongside “Employment” as unpaid work is not considered employment.
• Box VI.3: Role of Self-Help Groups in Women’s Empowerment
• Self-Help Groups (SHGs) movement: It is based on group solidarity and microfinance, has been in India 

for 50 years and has been pivotal in rural development through women empowerment.
• Reach: India has around 1.2 crore SHGs, 88% of which are all-women SHGs. Success stories include 

Kudumbashree, Jeevika, Mahila Arthik Vikas Mahila Mandal, and Looms of Ladakh.
• The SHG Bank Linkage Project (SHG-BLP): It was launched in 1992 and has become the world’s largest 

microfinance project.
• Panchasutra: SHGs that follow the ‘Panchasutra’ of regular meetings, regular savings, regular inter-loan-

ing, timely repayment, and up-to-date books of accounts can avail of loans from banks.
• Impact: Women’s economic self-help groups (SHGs) have positive impacts on economic, social, and 

political empowerment.
	SHGs impact empowerment through various pathways such as financial decision-making, im-

proved social networks, asset ownership, and livelihood diversification.
	Assessment of DAY-National Rural Livelihood Mission through SHGs showed high impacts of 

the program in areas related to women empowerment, self-esteem enhancement, personality 
development, reduced social evils.

	The program also showed medium impacts in terms of better education, higher participation 
in village institutions, and better access to government schemes.

• Government steps during COVID-19: Under PMGKY, the limit for collateral-free loans for women’s SHGs 
was doubled from 10 lakh to 20 lakh. NRLM allowed for an additional Vulnerability Reduction Fund of 
`1.5 lakh to be extended to Village Organisations (VOs) in Covid hotspot areas.

• Role in the pandemic: During the COVID-19 pandemic, Self-Help Groups (SHGs) in India played a signif-
icant role in crisis management.
	SHG women mobilized to produce masks, sanitizers, and protective gear, create awareness 

about the pandemic, deliver essential goods, run community kitchens, support farm liveli-
hoods, and provide financial services.

	As of January 4, 2023, more than 16.9 crore masks were produced by SHGs under DAY-National 
Rural Livelihood Mission.

• Way forward: SHGs are well-placed to facilitate overall rural development owing to their access to the 
last mile, ability to draw on communities’ trust and solidarity, knowledge of local dynamics

6.7.2 Quarterly PLFS for urban areas
• Quarterly PLFS:  conducted by MoSPI at a quarterly level for urban areas is available until July-Septem-

ber 2022. Data shows improvement in key labour market indicators, such as increased labour partici-
pation rate, strengthened worker-population ratio, and a decline in unemployment rate from 9.8% in 
July-September 2021 to 7.2% in July-September 2022.

• Status: Composition of the urban workforce for the broad status of employment has been stable over 
the past four quarters, with self-employed at 39.7%, regular wage/salaried at 48.7%, and casual labour 
at 11.6% in July-September 2022.

• Sectors: Similar stability is visible in the work industry, with workers engaged in the secondary sector at 
33.4% and the tertiary sector at 60.9% in July-September 2022.
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6.7.3 Demand Side of Employment 
6.7.3.1 Quarterly Employment Survey (QES)

• Quarterly Employment Survey (QES): It covers establishments with ten or more workers in nine major 
sectors and accounts for around 83% of total employment in such establishments.

• FY22 results: Results of four rounds covering four quarters indicate an increase in estimated total em-
ployment in the nine selected sectors from 3.1 crore to 3.2 crore.

• Broad status: The majority of workers across sectors are regular employees (86.4% of the total work-
force in Q4FY22), while contractual employees form a relatively small proportion of the workforce, 
except in Manufacturing (12.4%) and Construction (19.0%).

• Gender-wise: 31.8% of the total estimated employed are women and 68.2% are men.
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6.7.3.2 Annual Survey of Industries (ASI) 2019-20
• The Annual Survey of Industries (ASI) is conducted by MoSPI and covers all factories registered under 

the Factories Act, 1948.
• Outcome: The latest ASI FY20 shows that employment in the organised manufacturing sector has main-

tained a steady upward trend over time, with the employment per factory increasing gradually.
• Industries: The food products industry is the largest employer in terms of share of employment, fol-

lowed by wearing apparel, basic metals, and motor vehicles, trailers, and semi-trailers.
• States: Tamil Nadu had the largest number of persons engaged in factories, followed by Gujarat, Maha-

rashtra, Uttar Pradesh, and Karnataka.
• Shift to bigger: Over time, there is a visible trend towards bigger factories employing more than 100 

workers, with their numbers rising by 12.7 per cent from FY17 to FY20, compared to a broadly constant 
number of smaller factories.

• In terms of total persons engaged, employment has been rising in larger factories than in smaller ones, 
suggesting scaling up of manufacturing units.

6.7.3.3 Formal Employment
• Formal employment: Payroll data for EPFO and ESIC is used to measure it and it reveals a consistent YoY 

increase in payroll addition, pointing towards improved formalisation as economic activities picked up.
• EPF: The net addition in EPF subscriptions during FY22 was 58.7% higher than in FY21 and 55.7% higher 

than that in 2019.
• ESIC: Average monthly subscriber additions under ESIC for April-October period improved from 11.9 

lakhs in 2021 to 14.4 lakh in 2022.
• Steps: Aatmanirbhar Bharat Rojgar Yojana (ABRY) launched in October 2020 to boost the economy has 

contributed to the swift rebound of formal sector payroll addition.
• Age groups: the age group of 18-25 years contributed to 48.5% of the net payroll addition in April-No-

vember 2022, and nearly 62.7% of net payroll addition coming from less than 29 years of age in the 
same period.

• States: Maharashtra, Karnataka, Tamil Nadu, Haryana, Gujarat, and Delhi contributed to nearly 70% of 
the net payroll addition in Apr-Nov 2022 for the 18-25 years age group.
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6.7.3.4 Demand for work under MGNREGS

Box VI.4: National Career Service Project: The NCS project was launched in July 2015, as a one-stop solution 
providing an array of employment and career-related services. It works towards bridging the gap between can-
didates and employers; candidates seeking training and career guidance and agencies providing training and 
career counselling.

6.7.3.5 The trend in rural wages
• Nominal rural wages have increased positively during FY23 (till November 2022).
• In agriculture, the YoY rate of growth of nominal wage rates for men was 5.1%, and for women, it was 

7.5% during the period April-November 2022.
• In non-agricultural activities, the growth of nominal wage rates was 4.7% for men and 3.7% for women 

during the same period.
• However, growth in real rural wages has been negative due to elevated inflation.

6.8 Ensuring Quality Education for All
• SDG4: “Quality Education” is a critical UN SDG that aims to ensure inclusive and equitable quality edu-

cation for all by 2030. 
• NEP: The New Education Policy NEP 2020 is the first education policy of the 21st century and provides 

for the revision and revamping of all aspects of the education structure in India.
• UDISE+: Unified District Information System for Education Plus (UDISE+) is system of online data collec-

tion from the schools was developed by Department of School Education & Literacy in the year 2018-19 
which has provided below data.
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6.8.1 School Enrolment

6.8.2 School Drop-out

6.8.3 School Infrastructure
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Schemes in Education
• PM Schools for Rising India: A scheme launched to set up modern infrastructure schools in India, aiming 

to benefit over 20 lakh students.
• National Curriculum Framework (NCF) for Foundational Stage: Launched to integrate early childhood 

care and education for children aged 3 to 8 and use play as the core of curriculum organization and 
pedagogy.

• Pilot project of Balvatika: Launched in Kendriya Vidyalayas to develop cognitive, affective, and psycho-
motor abilities of students aged 3 to 5 years.

• Toy-based pedagogy: A handbook has been designed to promote the integration of indigenous toys and 
their pedagogy into the curriculum of school education.

• Screening tools (Mobile App) for specific learning disabilities: PRASHAST, a Disability Screening mobile 
app, has been launched to screen disability conditions at the school level and initiate the certification 
process.

• National Credit Framework (NCrF): An umbrella framework that integrates the credits earned through 
school education, higher education, and vocational and skill education.

• Strengthening Teaching-Learning and Results for States (STARS): A project to improve the quality and 
governance of school education in six states, partly funded by a loan from the World Bank.

• Vidyanjali (A School Volunteer Initiative): A volunteer management program that aims to strengthen 
schools and improve the quality of school education through community, CSR, and private sector in-
volvement.

• Samagra Shiksha Scheme: An overarching program for the school education sector extending from pre-
school to class XII.
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6.8.4 Higher Education

• Significance: Indian higher education system is the laboratory of change for one of the largest young 
populations in the world, with more than 27% of India’s population in 15-29 years age bracket.

• Infrastructure: for higher education has been enhanced over time, with increases in the number of 
medical colleges, MBBS seats, Indian Institutes of Technology (IITs), Indian Institute of Management 
(IIMs), and Indian Institutes of Information Technology (IIITs).

• Enrollment: The total enrollment in higher education has increased to nearly 4.1 crore in FY21 from 3.9 
crore in FY20, with an increase of around 72 lakh in enrollment (21%) since FY15. Female enrollment has 
increased to 2.0 crore in FY21 from 1.9 crore in FY20.

• Enrollment in Distance Education: It is at 45.7 lakh, an increase of around 7% since FY20 and 20% since 
FY15.

• Gross Enrollment Ratio (GER): GER in higher education, based on 2011 population projections (revised), 
was recorded at 27.3% in FY21, an improvement from 25.6% in FY20.

• Gender data: GER for males increased from 24.8 in FY20 to 26.7 in FY21 while GER for females has also 
shown improvement from 26.4 to 27.9 during the same period.

• The total number of Universities/University institutions registered as of the end of FY21 is 1,113, with 
43,796 colleges and 11,296 standalone institutions.

• The total number of faculty/teachers is 15,51,070 of which about 57.1% are male and 42.9% are fe-
male.

Initiatives for higher education
• The University Grants Commission (UGC) launched the Research & Development Cell (RDC) initiative 

in Higher Education Institutions (HEI) to establish a research ecosystem for reliable, impactful, and sus-
tained research output.

• UGC issued Guidelines to allow students to pursue two academic programs simultaneously, with flexi-
ble curricular structures to enable creative combinations of disciplines for study and offer multiple entry 
and exit points.

• Full interest subsidy is provided during the moratorium period on education loans taken by students 
from economically weaker sections for professional study in India under the Central Scheme on Interest 
Subsidy (CSIS).
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• Akhil Bharatiya Shiksha Samagam: The Ministry of Education, in association with UGC and Banaras 
Hindu University, organized a three-day Akhil Bharatiya Shiksha Samagam in Varanasi in July 2022. Over 
300 Vice Chancellors, educationists, policymakers, and industry representatives participated to discuss 
the implementation of NEP 2020 in higher education.

6.9 Equipping the Workforce with Employable Skills and Knowledge in Mission Mode
• Skill development: It aims to bridge the gap between demand and supply of skilled manpower, build 

vocational and technical training, and develop new and innovative skills.
• Ministry: The Ministry of Skill Development and Entrepreneurship (MSDE) was created in 2014 to em-

power youth with adequate skills and launch the Skill India Mission.
• Formal vocational/technical training among youth and the working population has improved in FY21 

compared to FY19 and FY20.
• NEP 2020: The National Education Policy 2020 (NEP 2020) emphasizes the integration and mainstream-

ing of vocational education with general education.
• Data: As per the QES report of Q4 FY22, 15.6% of establishments imparted formal skill training, with the 

highest percentage in the health sector (24.7%). 20.5% imparted on-the-job training, with the highest 
percentage in the health sector (31.6%).

6.9.1 Skill India Mission
• Skill India Mission aims to provide skilling, re-skilling, and up-skilling through short- and long-term train-

ing programs.
• Over 20 Central Ministries/Departments are implementing various skill development schemes, includ-

ing DDU GKY, RSETI, Deen Dayal Antyodaya Yojana, and DAY-NULM.
• MSDE is implementing schemes such as PMKVY, JSS, NAPS, and CTS. The progress in some of these 

schemes is presented in Box VI.6.
Box VI.6: Progress of Skill India Mission

• PMKVY: Between FY17 and FY23 (as of 5 January 2023), under PMKVY 2.0 about 1.1 crore persons have 
trained.
	PMKVY 3.0 is being implemented across the country since January 2021.

• Jan Shikshan Sansthan Scheme: From FY20 to FY23 (as of 5 January 2023), 16.0 lakh beneficiaries have 
been trained of which 28.4 per cent are from urban areas and 69.0 per cent are from rural areas and 2.7 
per cent are from tribal areas. 
	Notably, 81 per cent of the trainees are women.

• National Apprenticeship Promotion Scheme: as on 31 December 2022, 21.4 lakh apprentices have 
been engaged by Industries since launch in 2016.

• Craftsmen Training Scheme: Since 2015, 91.7 lakh students have been trained as on 30 October 2022.
• Skill Acquisition and Knowledge Awareness for Livelihood Promotion (SANKALP):  Under It, 64 and 

700 projects respectively have been taken up.
	724 District Skill Committees (DSCs) have been constituted, which are mandated to plan, man-

age and monitor skilling activities at the district level.

6.10 Quality and Affordable Health for All
• The National Health Mission aims to achieve universal health coverage and deliver quality healthcare 

services to all at affordable costs.
• The Reproductive, Maternal, New-born, Child, Adolescent Health Plus Nutrition (RMNCAH+N) strategy 

has made considerable progress in improving the health status of mothers and children.
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• India has achieved the major milestone to bring the Maternal Mortality Ratio (MMR) to below 100 per 
lakh live births by 2020, with eight states already achieving the SDG target to reduce MMR to less than 
70 per lakh live births by 2030.

• Infant Mortality Rate (IMR), Under Five Mortality Rate (U5MR), and Neonatal Mortality Rate (NMR) 
have further declined as a result of countrywide efforts to increase health service coverage through 
strengthening of service delivery, quality assurance, RMNCAH+N, human resources, community pro-
cesses, information and knowledge, drugs and diagnostics, and supply chain management.

NFHS-4 
(2015-16)

NFHS-5
(2019-21)

Households with any usual member covered under a 
health insurance/financing scheme (per cent)

28.7 41.0

Total fertility rate (children per woman) 2.2 2.0
Current Use of Family Planning Method- Any Method (per 
cent)

53.5 66.7

Institutional births (per cent) 78.9 88.6
Infant mortality rate (per 1000 live births) 40.7 35.2
Women who are overweight or obese (BMI≥25.0 kg/m2) 
(per cent)

20.6 24.0

Men who are overweight or obese (BMI≥25.0 kg/m2) (per 
cent)

18.9 22.9

Women age 15-24 years who use hygienic methods of pro-
tection during their menstrual period (per cent)

57.6 77.3

6.10.1 Health Expenditure Estimates
• The National Health Account estimates for FY19 show that the share of Government Health Expendi-

ture (GHE) in the total GDP increased from 1.2% in FY14 to 1.3% in FY19.
• The total health expenditure (THE) for India in FY19 was estimated to be 5,96,440 crores (3.2% of GDP 

and 4,470 per capita).
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• The Union Government’s share of the GHE is 34.3%, and the State Governments’ share is 65.7%.
• The government is focusing on primary healthcare expenditure, which has increased from 51.1% in 

FY14 to 55.2% in FY19.
• The social security expenditure on health has increased from 6% in FY14 to 9.6% in FY19.
• Out-of-Pocket Expenditure (OOPE) as a percentage of THE has declined substantially from 64.2% in 

FY14 to 48.2% in FY19 due to several steps taken by the government to make healthcare more accessi-
ble.

6.10.2 Rural health care – strengthening of infrastructure and human resource
• Recent health sector reforms in India have emphasized the need to strengthen health infrastructure and 

human resources in the public sector system.
• The number of Sub-centres, Primary Health Centres, and Community Health Centres in rural areas, as 

well as the number of doctors, nurses, and other medical personnel, has increased over time.
• The Ayushman Bharat programme aims to convert Sub-centres and Primary Health Centres into Health 

and Wellness Centres to deliver comprehensive Primary Healthcare services.
• As of 31 December 2022, more than 1.5 lakh Health and Wellness Centres have already been set up.
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6.10.3 Progress under Major Government Initiatives for Health 
• Immunisation: Under Universal Immunisation Programme (UIP), immunisation is being provided free of 

cost against 12 vaccine-preventable diseases. Mission Indradhanush (MI) since 2014 for 90% coverage 
and Intensified MI was then launched in October 2017 in identified 190 districts/urban areas. 

• Resultantly, NFHS-5 shows a 14.4 per cent increase in Full Immunisation Coverage (FIC) from NFHS-4 and 
an increase in the percentage of FIC in 30 states/UTs.

• e-Sanjeevani: It is an innovative, indigenous, cost-effective, and integrated cloud-based telemedicine 
system application to enable patient-to-doctor teleconsultation. This innovative solution has served 
over 9.3 crore patients across the country and is currently serving around 4 lakh patients daily.

• Progress under Ayushman Bharat: 
	As of 4 January 2023, approximately 21.9 crore beneficiaries have been verified under the 

Scheme including 3 crore beneficiaries verified using State IT systems.
	Approximately 4.3 crore hospital admissions, amounting to ₹50,409 crore, have also been au-

thorised under the Scheme through a network of over 26,055 hospitals.
• Ayushman Bharat Digital Mission (ABDM): The Mission aims at creating a secure online platform based 

on open, interoperable digital standards.
	Ayushman Bharat health account (earlier known as Health ID) created: 31,11,96,965
	Verified facilities on health facility registry: 1,92,706
	Verified healthcare professionals on healthcare professional registry: 1,23,442
	Health records linked: 7,52,01,236

Box VI.8: National Deworming Day: Grabbing the Low Hanging Fruits in Child Health
• National Deworming Day (NDD), launched in 2015 in 11 states and expanded to the whole country in 

2016, is a fixed-day approach to treating intestinal worm infections in children aged 1-19 years with 
Albendazole tablets.

6.10.4 National Covid-19 Vaccination Programme
• India launched the world’s largest Covid-19 vaccination program on January 16, 2021, with the aim of 

covering all adults in the country.
• The program was later expanded to include all persons aged 12 years and above and for the precaution-

ary dose for all persons aged 18 years and above.
• Coverage: 97% of eligible beneficiaries have received at least one dose of the Covid-19 vaccine and 

around 90% of eligible beneficiaries have received both doses.
• Adolescents: Vaccination for the age group 12-14 years began on March 16, 2022, and the precaution-

ary dose for the age group 18-59 years began on April 10, 2022, with over 4.2 crore adolescents and 22.4 
crore precautionary doses administered so far.

• Co-WIN: A successful digital story of vaccination to tell as administration of more than 220 crore Covid-19 
vaccine doses was made possible because of the robust digital infrastructure of Co-WIN.

6.11 Social Protection for the Rainy Day
• Significance: Social protection programs are important to protect citizens from risks such as health is-

sues, natural disasters, and old age.
• Pradhan Mantri Vaya Vandana Yojana (PMVVY) provides senior citizens with an assured minimum pen-

sion for 10 years.
• Pradhan Mantri Jeevan Jyoti Bima Yojana (PMJJY) provides risk coverage of Rs. 2 lakh in case of death 

of the insured at an annual premium of Rs. 436.
• Pradhan Mantri Suraksha Bima Yojana (PMSBY) provides risk coverage of Rs. 2 lakh in case of accidental 
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death or total permanent disability and Rs. 1 lakh for partial permanent disability due to accident at a 
premium of Rs. 20 per annum.

• Pradhan Mantri Shram Yogi Maan-Dhan Yojana (PM-SYMDY) is a voluntary and contributory pension 
scheme for workers in the age group of 18 to 40 years with a monthly income of Rs. 15,000 or less.

• PM Street Vendor’s Atmanirbhar Nidhi Scheme (PM SVANidhi) empowers street vendors by providing 
working capital loans of up to Rs. 10,000 and free onboarding on digital payment platforms.

• Pradhan Mantri Mudra Yojana (PMMY) was launched in April 2015 to grant loans of up to `10 lakh for 
income-generating manufacturing, trading, and service sectors.

6.12 Development of India’s Aspiring Rural Economy
• Around 65% of India’s population lives in rural areas, and 47% are dependent on agriculture for liveli-

hood.
• The government’s focus on rural development is to improve the quality of life in rural areas and ensure 

more equitable and inclusive development.
• Various measures have been taken to enhance the quality of life in rural areas, including rural housing, 

drinking water, and sanitation, social protection, rural connectivity, and enhancing rural livelihoods.

6.12.1 Enhancing Rural incomes
• Deendayal Antyodaya Yojana-National Rural Livelihood Mission (DAY-NRLM): Nearly 4 lakh SHG mem-

bers have been trained as Community Resource Persons (CRPs) (viz. Pashu Sakhi, Krishi Sakhi, Bank 
Sakhi, BimaSakhi, PoshanSakhi etc.) help in the implementation of the Mission at the ground level. 

• Mahatma Gandhi National Rural Employment Guarantee Scheme: A total of 5.6 crore households 
availed employment and a total of 225.8 crore person-days employment has been generated under the 
Scheme (until 6 January 2023).

• Deen Dayal Upadhyaya Grameen Kaushalya Yojana (DDU-GKY): Until 30 November 2022, a total of 
13,06,851 candidates have been trained under this scheme of which 7,89,685 have got job placements.



www.insightsonindia.com 61

6.12.2 Rural Housing
• “Housing for All by 2022” was launched to provide shelter with dignity for everyone, and PMAY-G was 

launched to achieve this in rural areas.
• Aim: The aim of PMAY-G is to provide around 3 crore pucca houses with basic amenities to all eligible 

houseless households living in kutcha and dilapidated houses in rural areas by 2024.
• Works: 2.7 crore houses have been sanctioned and 2.1 crore houses have been completed under the 

Scheme as of 6 January 2023.
• Lagging: Against the total target of completion of 52.8 lakh houses in FY23, 32.4 lakh houses have been 

completed.

6.12.3 Drinking Water and Sanitation
• The UN-SDG6 aims to ensure availability and sustainable management of water and sanitation for all.
• India has made considerable progress in providing drinking water and safe sanitation to urban and rural 

households.
• The Jal Jeevan Mission (JJM) was launched on August 15, 2019, to provide tap water connections to 

every rural household and public institution in villages by 2024.
• As of January 18, 2023, of 19.4 crore rural households, 11.0 crore households are getting tap water 

supply in their homes.
• Four states and three union territories have become “Har Ghar Jal” (100% households having tap water 

supply), and 121 districts, 1,515 blocks, 82,071 gram panchayats, and over 1.5 lakh villages have also 
become “Har Ghar Jal.”

• More than 8.8 lakh schools and 9.1 lakh Anganwadi centres are getting potable piped water supply.
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6.12.4 Mission Amrit Sarovar
• Mission Amrit Sarovar: It was launched on National Panchayati Raj Day on 24 April 2022 with the objec-

tive to conserve water for the future. 
• The Mission is aimed at developing and rejuvenating 75 water bodies in each district of the country 

during this Amrit Varsh, 75th Years of Independence. 
• Works: So far, against the initial target of 50,000 Amrit Sarovar, a total of more than 93,291 Amrit Saro-

var sites have been identified and works have commenced on more than 54,047 sites.

6.12.5 JALDOOT app launched for measuring water level in Gram Panchayat, enabling groundwater monitoring, 
water budgeting, and planning for water harvesting and conservation-related works.

6.12.6 Swachh Bharat Mission-Grameen aims to ensure cleanliness and make India Open Defecation Free. 
• Phase-II is focused on sustaining ODF status and converting villages from ODF to ODF Plus, covering 

Solid and Liquid Waste Management. 
• About 1,24,099 villages declared ODF plus till 10 November 2022, and Andaman & Nicobar Islands de-

clared all its villages as ODF plus model.
• 6.12.7 Pradhan Mantri Ujjwala Yojana provides clean cooking fuel LPG to rural and deprived households. 
• 9.5 crore LPG connections released under the scheme, increasing LPG coverage from 62% on 1 May 

2016 to 99.8% as on 1 April 2021. 
• Ujjwala 2.0 launched, providing deposit-free LPG connection, first refill, and hot plate free of cost to 

beneficiaries, with a special facility for migrant families. 1.6 crore connections released until 24 Novem-
ber 2022.

6.12.8 Rural connectivity
• Pradhan Mantri Gram Sadak Yojana (PMGSY): Since its inception, a total of 1,84,984 roads measuring 

8,01,838 km and 10,383 Long Span Bridges (LSBs) have been sanctioned under all the interventions/ 
verticals of PMGSY. 1,73,775 number of roads measuring 7,23,893 km and 7,789 LSBs have been com-
pleted.

• Electricity: A total of 2.9 crore households have been electrified since the launch of the Saubhagya pe-
riod in October 2017 under various schemes viz (Saubhgaya, DDUGJY, etc.)

6.13 Enhancing Rural Governance for Inclusive Growth
• Good rural governance is necessary to ensure the success of government programs and equal rights for 

all.
• Rashtriya Gram Swaraj Abhiyan (RGSA) was created in April 2018 to strengthen Panchayati Raj Institu-

tions (PRIs) to achieve Sustainable Development Goals (SDGs) in 117 Aspirational Districts. The scheme 
focuses on capacity building and training for elected representatives and functionaries, as well as better 
SHG-PRIs convergence for inclusive village poverty reduction plans.

• In April 2022, RGSA was revamped for implementation over the period FY23 to FY26. The new focus of 
the Revamped RGSA is on re-imagining PRIs as vibrant centres of local self-governance with a special 
focus on Localisation of SDGs (LSDGs) at the grassroots level.

• SVAMITVA is a scheme launched in April 2020 to provide Record of Rights to village household owners 
in rural areas.

• The benefits of the scheme include creating accurate land records for rural planning, financial stability 
for citizens, determination of property tax, creating survey infrastructure and GIS maps, and supporting 
the preparation of better-quality Gram Panchayat Development Plan.

• As of December 2022, drone surveys have been completed in 2.15 lakh villages across the country, and 
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over one crore property cards have been prepared for nearly 65,000 villages.

6.14 Conclusion and Way Forward
• In conclusion, technology has been a great enabler in ensuring the last-mile connectivity of government 

schemes to the targeted citizens, and it needs to be harnessed further to help India attain the UN SDGs. 
• Despite the challenges, India has largely recouped the ground lost in social sector improvements due to 

the pandemic through prompt policymaking and efficient implementation interwoven with technology. 
• Going forward, more equitable economic growth can be attained by enhancing learning outcomes in 

schools, enhancing community workers’ role in healthcare, pushing SHGs, and capitalizing women’s 
economic potential through ecosystem services.
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Chapter 7

CLIMATE CHANGE AND ENVIRONMENT: PREPARING TO FACE THE 
FUTURE

Chapter at a glance
• Climate change is primarily caused by high cumulative emissions and high per capita annual emissions 

of greenhouse gases (GHGs) of the developed countries.
• India is vulnerable to the impacts of climate change despite contributing only about 4% of the cumula-

tive global emissions and maintaining a per capita emission rate lower than the world average.
• India has demonstrated global leadership in adopting various measures and committing to a net-zero 

emissions goal by 2070. It has integrated its development goals with ambitious climate action goals, 
such as augmented solar power capacity, higher energy savings, and improved green cover facilitated 
by the Green India Mission.

• India has also taken measures to preserve ecosystems, including 75 Ramsar sites for wetlands, regula-
tory and promotional measures for mangrove conservation, and river conservation and rejuvenation 
efforts through Namami Gange and National River Conservation Plan (NRCP).

• India updated its Nationally Determined Contributions (NDCs) in August 2022 in line with its vision ex-
pressed in the 26th meeting of the Conference of Parties of UNFCCC. India’s pivotal role is reflected in 
its Long Term Low Emissions Development Strategy (LT-LEDS).

• India has achieved its target of 40% installed electric capacity from non-fossil fuels ahead of 2030 and 
advanced the target to 50%.

• India has introduced the National Hydrogen Mission and Green Hydrogen Policy to enable the country 
to be energy independent by 2047.

• Availability of adequate and affordable finance remains a constraint in India’s climate actions, and the 
country has scaled up its efforts towards mobilizing private capital, including through sovereign green 
bonds, to meet climate action goals.

• India has actively engaged in global actions by championing the formation and strengthening of various 
intergovernmental organizations.

7.1 Introduction
• About: Climate change is a long-term change in temperature and weather patterns. Anthropogenic 

activities have led to the enhanced emission of greenhouse gases (GHGs), which trap the sun’s heat in 
the atmosphere, causing rising temperatures and potential impacts on weather patterns, land systems, 
and sea level rise. 

• GHG emissions: They are the most significant threat to humanity, and the world needs to urgently take 
action to reduce carbon emissions and adapt to changing climate.

• Developing countries: Countries which have contributed minimally to GHG emissions, are bearing the 
brunt of the impact, while developed countries have prospered through unrestricted use of fossil fuels. 

• Priorities: The priority for developing nations is balancing resources between bread-and-butter devel-
opmental priorities, adapting to climate change, and mitigating GHG emissions. Nobel Laureate Thomas 
Schelling argued that the most effective way to combat climate change is to let nations grow first.

7.2 Progress on India’s Climate Action
• India’s climate vision: It is linked to its development goals of eradicating poverty and ensuring basic 
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well-being for all citizens.
• Initiative: India launched the National Action Plan on Climate Change in 2008, establishing eight Nation-

al Missions.

• National Adaptation Fund for Climate Change: It was initiated in 2015-16 to support adaptation activi-
ties in vulnerable states and territories of India. Currently, 28 projects are under implementation.

• Goals: India submitted its updated NDC in August 2022, with enhanced targets to achieve sustainable 
lifestyles and climate justice, protecting the poor and vulnerable from the adverse impacts of climate 
change.

• Energy: The share of non-fossil fuel-based capacity in India’s overall installed electricity capacity has 
risen rapidly over time, estimated to be about 40.4% (including large hydro) compared to 27.3% in 2014-
15, with a significant increase in the share of installed electricity capacity in solar and wind energy.

Box VII.1: India’s updated Nationally Determined Contribution (NDC), submitted in August 2022:
1. To put forward and further propagate a healthy and sustainable way of living based on traditions and 

values of conservation and moderation, including through a mass movement for ‘LIFE’– ‘Lifestyle for 
Environment’ as a key to combating climate change. 

2. To adopt a climate-friendly and cleaner path than the one followed hitherto by others at the corre-
sponding level of economic development. 

3. To reduce the Emissions Intensity of its GDP by 45 per cent by 2030, from the 2005 level. 
4. To achieve about 50 per cent cumulative electric power installed capacity from non-fossil fuel-based en-

ergy resources by 2030, with the help of the transfer of technology and low-cost international finance, 
including from the Green Climate Fund (GCF).

5. To create an additional carbon sink of 2.5 to 3 billion tonnes of CO2 equivalent through additional forest 
and tree cover by 2030. 

6. To better adapt to climate change by enhancing investments in development programmes in sectors 
vulnerable to climate change, particularly agriculture, water resources, the Himalayan region, coastal 
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regions, and health and disaster management. 
7. To mobilise domestic and new & additional funds from developed countries to implement the above 

mitigation and adaptation actions in view of the resource required and the resource gap. 
8. To build capacities and create a domestic framework and international architecture for quick diffusion 

of cutting-edge climate technology in India and for joint collaborative R&D for such future technologies.

7.2.1 Status of Forest and Tree Cover
• Goal: India’s NDC aims to achieve an additional carbon sink of 2.5 billion to 3.0 billion tonnes through 

additional forest and tree cover by 2030.
• Trend: The forest and tree cover in India has been gradually and steadily increasing in the last 15 years. 

India ranks third globally in net gain in average annual forest area between 2010 and 2020.
• Schemes: like the Green India Mission (GIM), Compensatory Afforestation Fund Management and Plan-

ning Authority (CAMPA), National Afforestation Programme (NAP), Green Highway Policy - 2015, Poli-
cy for enhancement of Urban Greens, National Agro-forestry Policy, and Sub-Mission on Agro-forestry 
(SMAF) are government steps that have provided these results.

• Carbon stock: Forest Survey of India (FSI) assessed the carbon stock in India’s forests for the first time in 
2004 and then biennially since 2011.

• Estimate: The Indian State of Forest Report (ISFR) estimates the carbon stock of forests to be about 
7,204 million tonnes in 2019, which is an increase of 79.4 million tonnes of carbon stock as compared to 
the estimates of the previous assessment for 2017.

• States: Among the Indian States, Arunachal Pradesh has the maximum carbon stock in forests, followed 
by Madhya Pradesh.

7.2.2 Preservation of Ecosystems: A Critical Adaptation Action
• Ecosystems provide various services such as carbon storage, coastal protection, and water quality en-

hancement.
• Wetlands: They in particular, can act as natural buffers against floods and droughts and are protected 

under the Ramsar Convention, with India having 75 Ramsar sites covering 13.3 lakh ha.
• Human life: Mangroves and coastal wetlands are important for protecting coastal communities against 

storm surges and flooding, but some areas are at risk due to changes in precipitation and sea level. 
• Trend: According to the ISFR 2021, the mangrove cover in India has increased by 364 sq. km. in 2021 as 

compared to 2013.

7.2.3 River Conservation and Rejuvenation
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• 5Ps: The Indian government is working to map and converge the 5Ps (People, Policy, Plan, Programme, 
and Project) to conserve and rejuvenate rivers in the country.

• Steps: Financial and technical assistance is being provided to States/Union Territories for pollution 
abatement in identified polluted stretches of rivers through schemes like Namami Gange and National 
River Conservation Plan.

• Detailed Project Reports (DPRs): DPRs for the rejuvenation of 13 major rivers have been released re-
cently. These DPRs propose measures such as afforestation on riverbanks, soil erosion containment, 
groundwater table recharge, carbon sequestration etc.

7.2.6 Approach to Transition to Renewable Energy Sources 

• Ahead of targets: India has already achieved the target of 40% of installed electric capacity from non-fos-
sil fuel sources by 2030 and is now targeting 50% by 2030.

• Investment: India is attracting significant investment in renewables, with total investment in renew-
ables at US$ 78.1 billion between 2014-2021.

• Projection: The Central Electricity Authority has projected an installed capacity of over 800 GW by 2029-
30, with more than 500 GW coming from non-fossil fuel sources.

• Emissions: The CEA also estimates that the average emission rate will decline by around 29% by 2029-30 
compared to 2014-15.

1.1.5 Green Hydrogen-A critical source of alternate energy
• India’s Long Term Low Emissions Development Strategy (LT-LEDS): It sees green hydrogen as an import-

ant element of its long-term low emissions development strategy.
• The National Green Hydrogen Mission was approved in January 2023 with an initial outlay of ₹19,744 

crore to facilitate demand creation, production, utilization, and export of green hydrogen and mobilize 
over ₹8 lakh crore of investment by 2030.

• Technology: The cost of electrolysers is crucial for making green hydrogen economically viable, and 
innovation in electrolyser technology and rapid increase in its scale of production are the main factors 
that would drive down its cost.
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• Commercialisation: NITI Aayog estimates that the cumulative value of the green hydrogen market in 
India will be US$ 8 billion by 2030 and US$ 340 billion by 2050, and that the adoption of green hydrogen 
will also result in 3.6 Giga tonnes of cumulative CO2 emission reduction by 2050.

• Critical minerals: However, the access to critical minerals essential for renewable energy at a reasonable 
cost could be a constraint. These are needed for Green hydrogen production as well as other green en-
ergy technologies like solar panels, batteries etc.
	India has resources of nickel, cobalt, molybdenum, and heavy REEs, but further exploration is 

needed to evaluate their reserves. 
	The country has created a Joint Venture company, Khanij Bidesh India Ltd (KABIL), with partic-

ipating interests of NALCO, HCL, and MECL, to identify and acquire overseas mineral assets of 
critical and strategic nature, such as Lithium, Cobalt, etc.

7.2.6 Long-Term Low Emissions Development Strategy (LT-LEDS)
• LT-LEDS strategy: It focuses on the rational utilization of national resources in a just, sustainable, and 

inclusive manner while transitioning from fossil fuels. It was submitted at the recent COP27.
• Energy and transportation: It includes the objectives of the National Hydrogen Policy, also emphasizes 

the increased use of biofuels, such as ethanol blending, and the shift towards electric vehicles and pub-
lic transport to drive low carbon development in the transport sector.

• Urban: The strategy outlines plans for climate-resilient urban development, including smart city initia-
tives and innovative solid and liquid waste management. India’s industrial sector will continue to grow 
with the vision of ‘Aatmanirbhar Bharat’ and ‘Make in India’.

• Climate justice: The LT-LEDS is a practical implementation of India’s call for “climate justice” and aims to 
ensure India’s rapid economic growth and transformation while protecting the environment.

7.3 Finance for Sustainable Development
• India’s climate actions have been largely financed from domestic sources, but there is a need for tens of 
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trillions of US dollars to achieve its net-zero emissions goal by 2070. 
• The understanding in the UNFCCC and its Paris Agreement is that developed countries will mobilize re-

sources through public and private sources, but this has yet to happen. India is scaling up its efforts to 
mobilize private capital to meet its climate action goals.

7.3.1 Green Bonds
• Green bonds: they are financial instruments used to raise funds for environmentally sustainable and 

climate-suitable projects with lower cost of capital.
• India: It has also resorted to green bonds to raise funds, with 15 Indian corporates having issued green 

bonds of value ₹4,539 crore during the period 2017 to September 2022.
• Union Budget 2022-23: It announced the issuance of Sovereign Green Bonds in keeping with the ambi-

tion to reduce the carbon intensity of the economy significantly.
• Reserve Bank of India (RBI): It has notified the indicative calendar for the issuance of Sovereign Green 

Bonds (SGrBs) for the fiscal year 2022-23, with two auctions scheduled on January 25, 2023, and Febru-
ary 9, 2023, for ₹8,000 crore each, totaling ₹16,000 crore.

• The issuance of SGrBs would help in creating an ecosystem that fosters a greater flow of capital into 
green projects and entities undertaking such projects.

7.3.2 Regulatory Framework for Issuance of Green Debt Securities
• Reserve Bank of India (RBI): It has also committed to exploring how climate scenario exercises can be 

used to identify vulnerabilities in RBI-supervised entities’ balance sheets and business models in rela-
tion to climate-related financial risks.

• Private sector: The RBI has incentivized bank lending towards greener industries and projects, including 
renewable energy projects under Priority Sector Lending (PSL).

• SEBI: It introduced the regulatory framework for issuance of green debt securities as a mode of sustain-
able finance in 2017 and updated disclosure requirements in 2021. It has also decided to enhance the 
scope of the definition of green debt security by including new modes of sustainable finance related to 
pollution prevention and control, eco-efficient products, etc.

7.3.3 ESG norms
• SEBI: It requires mandatory ESG-related disclosures for the top 1000 listed entities (by market capital-

ization) since 2012, and has strengthened the requirements over the years.
• BRSR: SEBI has issued new sustainability reporting requirements under the Business Responsibility and 

Sustainability Report (BRSR), which are more granular with quantifiable metrics.
• The BRSR was made mandatory for the top 1000 listed entities from 2022-23.
• Investor-friendly: Early research shows that ESG performance reduced stock return volatility during 

Covid-19 and enabled firms to access capital at a lower cost by building investors’ confidence.

7.4 Major Decisions at COP 27
• COP 27: COP meeting to the UNFCCC was held in November 2022 in Egypt, with multiple related confer-

ences and sessions taking place.
• India: It participated in COP 27 with a focus on promoting sustainable lifestyles and patterns of con-

sumption and production, as part of the LiFE movement.
• Outcome: The main decision of COP 27 was the Sharm el-Sheikh Implementation Plan, which empha-

sized the importance of sustainable lifestyles and production patterns for addressing climate change.
• Other decisions: They included the establishment of funding arrangements for assisting developing 

countries in responding to loss and damage caused by climate change, setting up a Just Transition and 
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Mitigation Work Program, and agreeing to conduct joint work on climate action in agriculture and food 
security over four years.

• Climate finance: The target of $100 billion per year in climate finance has not been achieved, and COP 
27 set out Four Technical Expert Dialogues to be carried out prior to COP 28 to further the agenda of 
setting a New Collective Quantified Goal on climate finance by 2024.

7.5 India’s Initiatives at the International Stage 
7.5.1 International Solar Alliance (ISA)

• ISA is an inter-governmental organization working to promote solar power and clean energy applica-
tions.

• Goal and membership: ISA’s goal is to unlock $1 trillion in investments in solar by 2030 while reducing 
the cost of the technology and its financing. It has 110 member countries and is partnering with multi-
lateral development banks, private and public sector organizations, civil society, and other international 
institutions to deploy cost-effective and transformational solutions through solar energy.

• Projects: ISA has identified a pipeline of 9.5 GW of solar energy capacity in its member countries and is 
assisting with setting up solar energy demonstration projects with a grant of $50,000. 3 demonstration 
projects were inaugurated at the Fifth Assembly of ISA.

7.5.2 Coalition for Disaster Resilient Infrastructure
• CDRI is a global partnership to promote the resilience of infrastructure systems to climate and disaster 

risks, launched by the Indian Prime Minister in 2019.
• Members: It has 31 member countries, 6 international organizations, and 2 private sector organizations 

as of June 2022.

7.5.3 Leadership Group for Industry Transition (LeadIT)
• LeadIT gathers countries and companies committed to achieving the Paris Agreement’s goals.
• Aim: members aim to achieve net-zero carbon emissions for energy-intensive industries.
• During COP 27, LeadIT members adopted a joint statement to promote value chain partnerships, invest 

and cooperate on the planning and implementation of infrastructure, give mandates to multilateral de-
velopment banks and climate funds etc.

7.6 Initiatives Related to other Environmental Issues
7.6.1 Ensuring the Conservation of Biodiversity

• India is ranked eighth in the world and fourth in Asia among mega-diverse countries.
• The Convention on Biological Diversity (CBD) was adopted in 1992, with the objectives of conservation, 

sustainable use, and fair and equitable sharing of benefits arising from the use of biological diversity.
• COP15 of the CBD: The recent meeting had several key outcomes related to effective conservation and 

management of the world’s lands and oceans, reducing food waste and the risk posed by pesticides and 
hazardous chemicals, phasing out subsidies harmful to biodiversity, and mobilizing funding for biodiver-
sity-related projects.

• Ratification: India has implemented the Biological Diversity Act in 2002 to implement the objectives of 
the CBD through a decentralized system.

• India and Nepal have signed a MoU to enhance coordination and cooperation in the field.
Box VII.3: Project Cheetah

• The introduction of Cheetahs in India is the world’s first inter-continental large wild carnivore translo-
cation project. The cheetah was declared extinct from India in 1952. 
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• Under the scheme, eight Namibian wild cheetahs were introduced on 17 September 2022 in Kuno Na-
tional Park, Madhya Pradesh. Out of the eight Cheetahs, there are five female and three male Cheetahs.

• 7.6.2 Wildlife - Its Preservation and Protection
• Wildlife (Protection) Act 1972: It was enacted to provide special legal protection to wildlife and endan-

gered species of fauna. The government has brought in the Wild Life (Protection) Amendment Act, 2022 
to implement the CITES convention outcomes and Appendices. 

• Keystone and flagship species: species such as tigers, lions, and elephants benefit entire ecosystems, 
and India has 53 tiger reserves covering 75,796.8 sq. km, with 75% of the wild tiger population at the 
global level. The population of Asiatic lions has steadily increased, with a population of 674 individuals 
in 2020, 28.87% higher than in 2015.

7.6.3 Plastic Waste Management and Elimination of Identified Single-Use Plastics
• India: It is committed to mitigating pollution caused by littered single-use plastics. Despite the fact that 

the global average of plastic per capita consumption is 28 kg, while India has a per capita plastic con-
sumption of 11 kg.

• The Plastic Waste Management Amendment Rules, 2021, were notified in 2021, and a ban on identi-
fied single-use plastic items was imposed on July 1, 2022.

• The Guidelines on Extended Producer Responsibility for plastic packaging were notified in 2022, which 
include mandatory registration, clearly defined targets, and levy of environmental compensation for 
non-fulfilment of EPR obligations.

• The Plastic Waste Management (Second Amendment) Rules, 2022, were notified in 2022, which aligns 
the rules with the Guidelines on Extended Producer Responsibility for plastic packaging and provide a 
statutory framework for biodegradable plastics.

• Swachh Bharat Mission: Waste management infrastructure in the States/UTs is being strengthened 
through the SBM.

• A National Level Taskforce has been formed to eliminate identified single-use plastic items and effec-
tively implement Plastic Waste Management Rules, 2016.

7.6.4 Battery Waste Management
• Battery Waste Management Rules, 2022 were published in 2022 by the Indian Government to ensure 

environmentally sound management of waste batteries.
• The new rules replace the Batteries (Management and Handling) Rules, 2001 and cover all types of 

batteries, including Electric Vehicle batteries, portable batteries, automotive batteries, and industrial 
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batteries.
• EPR: The rules are based on the concept of Extended Producer Responsibility (EPR), where producers 

(including importers) are responsible for the collection and recycling/refurbishment of waste batteries.
• 7.6.5 E-waste Management
• The Indian government has published the E-Waste (Management) Rules, 2022 to replace the 2016 

rules from April 1, 2023. 
• The new rules apply to all manufacturers, producers, refurbishers, dismantlers, and recyclers, who must 

register with the CPCB. 
• Expansion: The new rules include an expanded Schedule I that includes 106 Electrical and Electronic 

Equipment (EEE) under the EPR regime. Producers of notified EEE will have annual E-Waste Recycling 
targets. 

• Other changes: The new rules also mandate reducing hazardous substances in the manufacturing of EEE 
and providing safety and health measures for workers involved in e-waste dismantling and recycling.

7.7 Conclusion
• India is committed to combating climate change and has adopted a multi-pronged approach to transi-

tion towards a Low GHG Emission Development Strategy.
• The country has consistently modified/amended regulatory standards and adopted policy-level inter-

ventions to support the development and adoption of new technology, including green hydrogen.
• India has enhanced its non-fossil fuel based installed capacity target to 50 per cent in its updated NDC, 

reflecting its progress on energy transition.
• India’s sustainable finance framework has evolved to cover the top 1000 listed companies, with stronger 

and more measurable sustainability standards.
• Development strategies and climate change obligations require resources, and India’s climate ambitions 

must not jeopardize its socio-economic development objectives and aspirations.
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Chapter 8

AGRICULTURE AND FOOD MANAGEMENT: FROM FOOD SECURITY 
TO NUTRITIONAL SECURITY

Chapter at a glance
• Agriculture and allied sectors have performed well in recent years due to government measures to 

improve productivity, price support, diversification, market infrastructure, and investment in infrastruc-
ture facilities.

• The government has also intervened to enhance credit availability, facilitate mechanization, and pro-
mote horticulture and organic farming.

• The animal husbandry, dairying, and fisheries sectors are emerging as important contributors to farm-
ers’ incomes and the food basket.

• The chapter discusses the National Food Security Act (NFSA), which is a legislation-backed nationwide 
food management program. The government has decided to provide free food grains to about 81.4 
crore beneficiaries under the NFSA for one year from January 1, 2023, to reduce the financial burden 
on the poor.

8.1 Introduction

• Food and growth: The agriculture and allied activities sector significantly contributes to India’s overall 
growth and development by ensuring food security.

• Trend: The Indian agriculture sector has been growing at an average annual growth rate of 4.6% during 
the last six years, with India emerging as a net exporter of agricultural products.

• Steps: The government’s measures to promote farmer-producer organizations, encourage crop diversi-
fication, and improve productivity through support for mechanization and the Agriculture Infrastructure 
Fund have contributed to the sector’s growth.

• Doubling farmers income: Steps in line with recommendations of the Committee on Doubling Farmers’ 
Income, which focuses on improving crop and livestock productivity, diversifying towards higher-value 
crops, better resource efficiency, enhanced cropping intensity, and shift from farm to non-farm occupa-
tions as sources of growth.

• Challenges: The sector still faces challenges such as adverse impacts of climate change, fragmented 
landholdings, sub-optimal farm mechanization, low productivity, disguised unemployment, and rising 
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input costs. The government has introduced policy initiatives to address these challenges, which are 
discussed later in the chapter.

8.2 Record Production of Foodgrains
• Trend: According to Fourth Advance Estimates for 2021-22, the production of food grains and oil seeds 

has been increasing year-on-year (YoY).
• Pulses: The production of pulses has been notably higher than the average of the last five years.
• Climate change: It has been impacting agriculture adversely, and early heat waves during the wheat-har-

vesting season in 2022 adversely affected its production. The year 2022 also experienced a decline in 
the sown area for paddy cultivation due to delayed monsoons and deficient rainfall.

• Production: The total food grains production in the country is estimated at 149.9 million tonnes, which 
is higher than the average Kharif food grain production of the previous five years (2016-17 to 2020-21).

• As per Crop Weather Watch Group’s January 12, 2023 report, in the current rabi season, the area under 
rabi paddy has expanded by 6.6 lakh hectares as compared to last year.

8.3 MSP to Ensure Returns Over the Cost of Production
• MSP: Government has been increasing the Minimum Support Price (MSP) for all 22 Kharif, Rabi and oth-

er commercial crops with a margin of at least 50% over the all-India weighted average cost of production 
since the agricultural year 2018-19.
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8.4 Enhanced Access to Agricultural Credit
• KCC: The Kisan Credit Card Scheme (KCC) was introduced in 1998 to provide hassle-free credit to farmers 

for purchasing agricultural products and services on credit at any time. KCC facility has been extended 
to fisheries and animal husbandry farmers as well.

• As of 30 December 2022, banks issued KCCs to 3.89 crore eligible farmers with a limit of ₹4,51,672 crore. 
As of October 2022, 1.0 lakh KCCs have been sanctioned for the fisheries sector and 9.5 lakh (as of No-
vember 2022) for the animal husbandry sector.

• Interest subvention: The Government has introduced the Interest Subvention Scheme (ISS), now re-
named Modified Interest Subvention Scheme (MISS), to provide short-term credit to farmers at subsi-
dized interest rates.

• An additional 3% subvention (Prompt Repayment Incentive) is also given to farmers for prompt and 
timely repayment of loans.

• Trend: There has been a consistent increase in agriculture credit flow over the years, exceeding the tar-
get every year for the past several years. In 2021-22, agriculture credit flow was about 13% more than 
the target of ₹16.5 lakh crore.

• The target for agriculture credit flow for 2022-23 has been fixed at ₹18.5 lakh crore.

8.5 Farm mechanisation- Key to Improving Productivity
• Farm mechanization: It helps increase productivity and reduces the cost of cultivation and drudgery.
• The Sub Mission on Agricultural Mechanisation (SMAM) assists state governments in training and 

demonstrating agricultural machinery, helping farmers procure various farm machinery and equipment, 
and setting up Custom Hiring Centres (CHCs).

• Progress: As of December 2022, 21,628 CHCs, 467 Hi-Tech hubs, and 18,306 farm machinery banks have 
been established.

• Challenges: The increasing fragmentation of farm holdings requires machines that are viable and effi-
cient for small farm holdings.
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8.6 Chemical-free India: Organic and Natural Farming
• Organic and natural farming: It is beneficial because it provides chemical-free food, improves soil health, 

and reduces environmental pollution.
• India: It has the highest number of organic farmers in the world and has brought about 59.1 lakh ha area 

under organic farming by 2021-22.
• States: Sikkim became the first state in the world to be fully organic, and other states like Tripura and 

Uttarakhand have set similar targets.
• Two key schemes: Paramparagat Krishi Vikas Yojana (PKVY) and Mission Organic Value Chain Develop-

ment for North Eastern Region (MOVCDNER) since 2015 through cluster/Farmer Producer Organizations 
(FPOs) formation.

• Under PKVY, financial assistance is provided to farmers for organic inputs and 32,384 clusters totalling 
6.4 lakh ha area and 16.1 lakh farmers have been covered as of November 2022.

• Under MOVCDNER, 177 FPOs/FPCs have been created, covering 1.5 lakh farmers and 1.7 lakh hectares.
• As part of the Namami Gange Programme, a 1.2 lakh ha area has been covered under organic farming.

8.7 Other Important Initiatives in Agriculture
• PM KISAN Scheme: A Central Sector Scheme that provides financial assistance of Rs. 6,000 per year to 

land-holding farmers, transferred directly through DBT. It has covered around 11.3 crore farmers and 
has provided assistance of over Rs. 2 lakh crore to farmers. Studies indicate that the scheme has helped 
farmers towards productive investment in agricultural activities

• Agriculture Infrastructure Fund (AIF): A financing facility to create post-harvest management infrastruc-
ture and community farm assets, with 3% interest subvention and credit guarantee support. It has a 
provision of Rs. 1 lakh crore until 2032-33 and can converge with any other scheme of the State. Since 
its inception, an amount of Rs. 13,681 crore has been sanctioned for agriculture infrastructure in the 
country, covering more than 18,133 projects.

• Pradhan Mantri Fasal Bima Yojana (PMFBY): The largest crop insurance scheme in the world in terms of 
farmer enrolments, averaging 5.5 crore applications every year. During the last six years, farmers paid a 
premium of Rs. 25,186 crore and received claims amounting to Rs. 1.2 lakh crore.

• Mission for Integrated Development of Horticulture (MIDH): A scheme to promote horticulture cover-
ing fruits, vegetables, root and tuber crops, spices, flowers, plantation crops, etc., introduced in 2014-
15. A record production of 342.3 million tonnes was achieved in 2021-22. The government has identi-
fied 55 horticulture clusters, of which 12 have been selected for the Cluster Development Programme 
(CDP) pilot phase.

• National Agriculture Market (e-NAM) Scheme: A scheme to create an online transparent, competitive 
bidding system to ensure farmers get remunerative prices for their produce. The Government provides 
free software and assistance of Rs. 75 lakh per APMC mandi for related hardware. More than 1.7 crore 
farmers and 2.3 lakh traders have been registered on the e-NAM portal.

• Climate-Smart Farming Practices: 
	The farmers have been incentivised to transfer electricity generated through solar to the local 

grid. 
	Crop yield prediction models using artificial intelligence and drones for monitoring soil and 

crop health have been initiated. 
	Smart farming also enables crop diversification, which will help farmers reduce their depen-

dence on monsoons for water. 
	Over 1,000 agritech start-ups in India assist farmers in improving farming techniques.

Box VIII.2: International Year of the Millets: Our traditional Staple and a healthier alternative
• The UN General Assembly, in its 75th session during March 2021, declared 2023 the International Year 

of Millets (IYM).



www.insightsonindia.com 77

• India produces more than 50.9 million tonnes (as per fourth advance estimate) of millet which accounts 
for 80 per cent of Asia’s and 20 per cent of global production.

• Under the National Food Security Mission (NFSM), millets have been introduced to provide nutritional 
support. A sub-mission on Nutri-cereals is being implemented since 2018-19 in 212 districts of 14 States.

8.8 Allied Sectors: Animal Husbandry, Dairying and Fisheries Catching Up in Recent Years
• The allied sectors of Indian agriculture: livestock, forestry & logging, and fishing & aquaculture are grad-

ually becoming sectors of buoyant growth and a potential source of better farm incomes.
• Livestock sector: It grew at a CAGR of 7.9% during 2014-15 to 2020- 21, and its contribution to total 

agriculture GVA has increased from 24.3% in 2014-15 to 30.1% in 2020-21.
• Fisheries sector: It has grown at an annual average rate of about 7% since 2016-17 and has a share of 

about 6.7% in total agriculture GVA.
• Dairy sector: It is the most critical component of the livestock sector, employing more than 8 crore farm-

ers directly, and is the most prominent agrarian product.
• Initiatives: The Indian Government has made several critical interventions including the Animal Hus-

bandry Infrastructure Development Fund (AHIDF), the National Livestock Mission (NLM) scheme, the 
Livestock Health and Disease Control (LH&DC) Scheme, and the National Animal Disease Control Pro-
gramme (NADCP).

• The Government launched its flagship scheme Pradhan Mantri Matsya Sampada Yojana (PMMSY) in 
May 2020, with a total outlay of ₹20,050 crore, to drive sustainable and responsible development of the 
fisheries sector.

8.9 Sahakar-Se-Samriddhi: From Cooperation to Prosperity
• Cooperatives: Cooperative societies in agriculture, dairy, and fisheries sectors provide rural population 

with livelihood opportunities and a financial safety net with a community-based approach.
• Transformational reach: 8.5 lakh registered cooperatives in India having more than 29 crore members 

mainly from marginalised and lower-income groups in rural areas. 98% of villages are covered by Pri-
mary Agriculture Credit Societies (PACS), and currently around 19% of agriculture finance is through 
cooperative societies.

• Ministry formation: To realize the vision of “Sahakar-see-Samriddhi”, a renewed impetus was given to 
the growth of the cooperative sector, and a full-fledged Ministry of Cooperation was established in July 
2021.

• MSCS: As of date, there are 1528 registered societies under the Multi-State Cooperative Societies Act 
2002, including 66 Multi-State Cooperative Banks with deposits of approx. ₹2.6 lakh crore.

• Maharashtra leads with 661 cooperatives, followed by Delhi and Uttar Pradesh.
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Box VIII.3: New National Cooperation Policy
• The government is formulating a New National Cooperation Policy to strengthen the cooperative move-

ment in the country, deepen its reach to the grassroots, and promote cooperative-based economic de-
velopment.

• The government has also decided to introduce the Multi-State Co-operative Societies (Amendment) 
Bill, 2022, which seeks to amend the Multi-State Co-operative Societies Act, 2002 to further empower 
the cooperative sector.

8.10 Food Processing Sector-The Sunrise Sector
• Food processing sector: In India, It is significant for promoting connections between industry and agri-

culture, and has been growing at an average annual rate of around 8.3%.
• Potential: The sector has the potential to diversify and commercialize farming, improve resource use 

efficiency, increase farmer incomes, create employment opportunities.
• Challenges: However, the sector faces challenges such as inadequate cold chain infrastructure, logistical 

barriers, and post-harvest losses of perishables.
• Steps: The government has launched various interventions to support the sector, including the Pradhan 

Mantri Kisan SAMPADA Yojana, Prime Minister’s Formalisation of Micro Food Processing Enterprises 
(PM-FME) Scheme, Production Linked Incentive (PLI) Scheme for Food Processing Industry, and Krishi 
UDAN 2.0.

8.11 Food Security- Social & Legal Commitment to the People of the Nation
• Food security is not just about producing food, but also about access to food.
• India: It has the most extensive legislation-based food security program in the world, covering about 80 

crore of India’s population under the National Food Security Act (NFSA), 2013.
• Coverage: The government has decided to provide free foodgrains to about 81.35 crore beneficiaries 

under the NFSA for one year from January 1, 2023, spending over ₹2 lakh crore on food subsidies.
• Procurement: Buying from farmers for this program is at MSP, and during Kharif Marketing Season 

(KMS) 2021-22, 581.7 lakh metric tons (LMT) of rice was procured against an estimated target of 532.7 
LMT.

• Covid-19 package: the Government launched Pradhan Mantri Garib Kalyan Anna Yojana (PMGKAY), pro-
viding 5 kg of additional food grains per person per month free of cost to NFSA beneficiaries.
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• One Nation One Ration Card (ONORC) scheme: It was launched in 2019 to enable intra-State and in-
ter-State portability of ration cards, covering 100% of the total NFSA population.

• The food subsidy bill was higher during 2020-21 and 2021-22 due to the free food distribution program 
of the government under the PMGKAY.

8.12 Conclusion
• The agriculture sector’s performance is crucial for growth and employment in the country.
• Investment in the sector must be encouraged through affordable, timely, and inclusive credit delivery.
• Government interventions like PM Kisan, PMFBY, Kisan Credit Cards, and access to productivity-enhanc-

ing tools have been significant.
• Focus on the horticulture sector and allied activities have diversified farmers’ income and made them 

more resilient to weather shocks.
• Development of the food processing sector can reduce wastage/loss and increase storage length, ensur-

ing better prices for farmers. Interventions such as PMKSY, PMFME, and PLI to harness its linkages with 
the agriculture sector.

• Initiatives like e-NAM and FPOs formation have been introduced to strengthen the agricultural market.
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Chapter 9

INDUSTRY: STEADY RECOVERY
Chapter at a glance

• The industry is a crucial contributor to India’s economy, accounting for about 30% of the country’s gross 
value added. 

• In FY23, the Russian-Ukraine conflict led to a sharp increase in commodity prices, which affected the 
industry’s performance. Nonetheless, the industry performed well under trying conditions, with overall 
Gross Value Added (GVA) by the industrial sector rising by 3.7%, higher than the average growth of 2.8% 
achieved in the first half of the last decade. 

• The Indian industry had a demand stimulus to industrial growth, with Private Final Consumption Expen-
diture (PFCE) being the highest since FY15. 

• Industrial activity has been supported by an increase in bank credit to the sector, an upswing in invest-
ment demand, and robust supply response of the industry to demand stimulus. 

• Sector-wise, the electronics and pharmaceutical industries continue to grow, with India becoming the 
second-largest mobile phone manufacturer globally and ranking third worldwide in the production of 
pharma products by volume. 

• The government’s Make-in-India initiative has facilitated investment, fostered innovation, and built 
world-class infrastructure, while addressing the gaps in domestic manufacturing capabilities.

9.1 Introduction
• Industry: It is a significant part of the Indian economy, contributing to 31% of GDP and employing over 

12.1 crore people.
• Industrial growth: It has positive direct and indirect effects on other sectors, such as reducing reliance 

on imports, creating employment, and spurring growth in service sectors.
• Industrial GVA growth: It has kept pace with overall GVA growth in the economy since pre-pandemic 

year FY20, with manufacturing GVA growing at an even higher rate.
• Challenges: In FY23, the industry sector had modest growth of 4.1% due to input cost-push pressures, 

supply chain disruptions, and the China lockdown.
• The chapter will review the performance of the Indian industry in the current financial year, including 

demand stimulants, supply response, credit trends, foreign investment, key sub-industries, and India’s 
aspirations and prospects for becoming a key player in global value chains.
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9.2 Demand Stimulus to Industrial Growth
• Recovery: Despite the challenges, sustained consumer demand due to declining overall retail inflation 

has induced an industrial recovery in India.
• Domestic consumption: demand has been strong, with personal final consumption expenditure (PFCE) 

as a share of GDP in H1 of FY23 being the highest since FY15.
• Strong external demand: In FY22, it contributed to a rebound in global growth and a surge in manufac-

tured exports, but this export impulse has been waning in H1 of FY23 due to persistently high inflation 
and rising interest rates in advanced economies.

• Investment: It has emerged as another stimulus to industrial growth, driven by a jump in Capex by the 
central government and private investment on the back of pent-up consumption demand, export stim-
ulus, and strengthening of corporate balance sheets. Capacity utilization has also reached the tipping 
point for building new capacities.

• GFCF: H1 of FY23 recorded the highest share of Gross Fixed Capital Formation (GFCF) in GDP among all 
half-years since FY15.

9.3 Supply Response of Industry
• The supply response of the industry to demand stimulus has been robust, as seen in high-frequency 

indicators such as the PMI-Manufacturing.
• Purchasing Manager’s Index: PMI-Manufacturing has remained in the expansionary zone for 18 months 

since July 2021, with easing pace of input cost pressures, improving supplier delivery times, and robust 
export orders.

• Core industries: Growth in industrial output has been steady, including in the eight core industries of 
coal, fertilizers, cement, steel, electricity, refinery products, crude oil, and natural gas.
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• Challenges: Industrial output growth has been constrained by seasonality in mining and quarrying, con-
struction, and electricity demand in the first half of FY23. While the Manufacturing output has been 
constrained by a large build-up in inventory for five consecutive quarters, leading to restrained growth 
in Q2 of FY23.

• Uneven growth: Sectors like motor vehicles, computer, electronic and optical products, coke and re-
fined petroleum, and chemicals and chemical products have performed well, while textiles, apparel, 
leather, and pharmaceuticals have shown tepid growth.

9.4 Robust Growth in Bank Credit to Industry
• Bank credit growth: It has kept pace with industrial growth, with a surge seen since January 2022. 
• Hope from MSMEs: Large industries continue to have the largest share of bank credit, but credit to MS-

MEs has seen a significant increase, partly due to the introduction of the ECLGS.
• Reasons: Rebounding consumption levels in the services sector have supported growth in credit to MS-

MEs, with their share in gross credit offtake to industry rising from 17.7% in January 2020 to 23.7% in 
November 2022.

• Holistic credit growth: Offtake in large industries has improved in H2. All segments within the manufac-
turing sector, except the textile industry, witnessed growth in credit offtake in November 2022.
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9.5 Resilient FDI inflow in Manufacturing Sector
• Growth: FDI equity inflows in the manufacturing sector have been steadily increasing over the last few 

years.
• Global environment: In FY22, FDI equity inflows in manufacturing jumped from US$ 12.1 billion to US$ 

21.3 billion due to expansionary policies of advanced economies leading to a surge in global liquidity.
• However, in the first half of FY23, FDI equity inflow in manufacturing fell below its corresponding level 

in the first half of FY22 due to global uncertainty and monetary tightening.
• Steps: The Indian government has implemented an investor-friendly FDI policy under which FDI up to 

100 per cent is permitted through automatic route in most sectors. India continues to open up its sec-
tors to global investors by raising FDI limits, removing regulatory barriers, developing infrastructure et 
al to be one of the top FDI recipients.

Box IX.2: FDI Policy Reforms to bolster Investment
• Opening to FDI: In FY20, India allowed 100% FDI under automatic route for the sale of coal and coal 

mining activities, and 26% FDI under the government route for uploading/streaming of News & Current 
Affairs through Digital Media.

• Protections: India amended the FDI policy to curb opportunistic takeovers/acquisitions of Indian com-
panies due to Covid-19 by allowing entities of countries that share a land border with India to invest only 
under the government route.

• Institutions: The erstwhile Foreign Investment Promotion Board (FIPB) has been abolished, and a new 
regime wherein the powers has been delegated to the concerned Ministries, and DPIIT is the nodal de-
partment for facilitating the process is in place to simplify the approval process of foreign investment.

• A new portal: “Foreign Investment Facilitation Portal (FIF Portal)”, has been launched as the online sin-
gle-point interface of the Government of India for investors to facilitate Foreign Direct Investment, and 
it has been integrated with the National Single Window System (NSWS).

9.6 Industry Groups and their Challenges
9.6.1 Micro, Small and Medium Enterprises (MSMEs) post smart recovery from pandemic
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• Contribution: Share of the MSME sector in overall GVA rose from 29.3% in FY18 to 30.5% in FY20 but 
fell to 26.8% in FY21 due to the pandemic’s economic impact. MSME contribution to the manufacturing 
sector’s GVA also marginally fell to 36.0% in FY21.

• Steps: The government has taken multiple steps through the AatmaNirbhar Bharat Package to cushion 
the economic impact of the pandemic on MSMEs, including modifying the definition of MSMEs, ECLGS 
for credit guarantee, waiving the global tender requirement, and launching the Udyam portal for MSME 
registration.

• Udyam portal: Its a paperless, zero-cost registration portal based on self-declaration and requiring only 
Aadhaar.
	It has surpassed the total registration done in the past 14 years under the old regime in just 

2.5 years. 
	As of January 2022, the portal has a total registration count of 1.32 crore, with 1.27 crore mi-

cro-enterprises registered, employing 9.6 crore people, of which 2.3 crore are women. 
	There are 1.5 lakh exporting units, which have contributed a cumulative ₹9.7 lakh crore worth 

of exports.
• Samadhaan Portal: It was set up under the MSMED Act to monitor outstanding dues to the MSME sec-

tor, is helping MSMEs in resolving their cashflow difficulties. 
• RAMP: the ‘Raising and Accelerating MSME Performance’ scheme was brought in FY23, a World 

Bank-supported scheme aiming to strengthen institutions and governance, improve Centre-State link-
ages, and improve access of MSMEs to market and credit and so on.

9.6.2 Electronics industry to be a key driver of manufacturing output and exports.
• Significance: Electronics industry is becoming increasingly important in the socio-economic develop-

ment of India due to increased digitalization.
• Valuation: The domestic electronics industry in India is valued at US$118 billion as of FY20.
• Target: India aims to reach US$300 billion worth of electronics manufacturing and US$120 billion in 

exports by FY26.
• Products: Mobile phones, consumer electronics, and industrial electronics are the major drivers of 

growth in this industry.
• Progress: India has become the second-largest mobile phone manufacturer globally, with production 
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going up from six crore units in FY15 to 31 crore units in FY22.
• Steps: Government initiatives and incentives, such as the PLI scheme for Large Scale Electronics Manu-

facturing, DLI (Design linked incentive) scheme, and the Programme for Development of Semiconduc-
tors and Display Manufacturing Ecosystem in India are showing progress.

9.6.3 CoaI Industry: Key in maintaining energy self-reliance during uncertain times
• Challenges: At the beginning of FY22, coal availability became a challenge for India’s thermal-based 

power generation plants due to economic activity and heat waves.
• Price: Rising international coal prices and a decrease in coal imports further limited domestic coal avail-

ability, resulting in coal stock falling to 8 days by the end of April 2022.
• Interventions: The government took several steps like asking all generators to import 10% of their re-

quirements, invoking Section 11 of the Electricity Act 2003 to direct imported coal-based plants to run 
at full capacity, enabling tolling, and advising banks to facilitate additional working capital for power 
generating plants.

• Production gain: These measures have led to an estimated 17% increase in coal production in FY23 and 
a 14% YoY increase in coal production in April-December 2022.

• Self-reliance: Focus is on achieving self-reliance in coal production through private participation, FDI, 
auctioning of coal blocks, expansion of existing mines, and greater use of technology in mining and evac-
uation infrastructure to enhance domestic coal production.

1.1.4 Re-invigorated infrastructure sector & construction activity to drive steel industry.
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• Significance: The steel sector is important for various sectors such as construction, infrastructure, auto-
mobile, engineering and defence which are also the reasons for the current growth.

• India: It is the 2nd largest crude steel producer in the world and has witnessed tremendous growth in 
the steel sector over the years.

• Performance: The steel sector has performed well with cumulative production and consumption of fin-
ished steel at 88 MT and 86 MT, respectively, during April-December 2022.

• PLI Scheme: 67 applications from 30 companies have been selected under the PLI Scheme for speciality 
steel, which will attract a committed investment of ₹42,500 crore and increase capacity by almost 26 
million tons, with potential employment for nearly 70,000 people.

• However, export demand may remain subdued due to the global economic slowdown.

9.6.5 Government support to help textile Industry weather current challenges.

• Challenges: The industry has been facing the challenge of moderating exports compared to FY22 due to 
global disruptions and slowdown.

• Steps: The government has approved the setting up of seven PM Mega Integrated Textile Region and 
Apparel Parks and has launched the Textile PLI Scheme to promote investments and increase the pro-
duction of Man-Made Fibre Apparel, MMF Fabrics, and Products of Technical Textiles.

• The PLI scheme has received 64 applications, with a proposed total investment commitment of ₹19,798 
crore, projected turnover and employment generation of ₹1.9 lakh crore and 2.5 lakh, respectively.

1.1.5 Growth momentum in pharmaceuticals industry sustains after the pandemic
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• Size: The Indian pharmaceutical industry is a significant player in the global industry, with a domestic 
market estimated at $41 billion in 2021, projected to reach $65 billion by 2024 and $130 billion by 2030. 
Cumulatively, it is the third-largest producer of pharma products by volume and 14th by value, and the 
largest provider of generic medicines globally, with a 20% share in global supply by volume.

• Pharma exports: They achieved a healthy growth of 24% in FY21, driven by Covid-19-induced demand. 
Drug and pharmaceutical exports during April-October 2022 were 22% higher than the corresponding 
pre-pandemic period of FY20.

• Investment: Total FDI in the pharma sector crossed the US$20 billion mark in September 2022.
• Initiatives: The Strengthening the Pharmaceutical Industry (SPI) scheme was launched on March 11, 

2022, with a total financial outlay of ₹500 crore for five years from FY22 to FY26. Its objectives are to 
strengthen existing infrastructure, upgrade MSME production facilities, and promote knowledge and 
awareness about the pharmaceutical and medical devices industry.
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9.6.7 India becomes the world’s 3rd largest automobile market
• Size: India became the world’s 3rd largest automobile market in December 2022, surpassing Japan and 

Germany in terms of sales. In 2021, India was the largest manufacturer of two-wheeler and three-wheel-
er vehicles and the world’s fourth-largest manufacturer of passenger cars.

• GDP contribution: The automobile sector contributes 7.1% to the overall GDP and 49% to the manufac-
turing GDP, generating direct and indirect employment of 3.7 crore at the end of 2021.

• EV shift: The domestic electric vehicles market is expected to grow at a CAGR of 49% between 2022 and 
2030, reaching one crore units annual sales by 2030 and creating 5 crore direct and indirect jobs.

• Challenges: Higher borrowing costs and tempering global demand, along with the increase in long-term 
third-party vehicle insurance premiums affecting the two-wheeler segment.

9.7 India’s Prospects as a Key Player in the Global Value Chain
• Opportunity: India has an opportunity to become a global manufacturing hub due to the risk of supply 

chain shocks and global companies seeking to build resilience.
• Potential: India’s potential assets include significant domestic demand, the government’s drive to en-

courage manufacturing, and a young workforce.
• Changes: The manufacturing sector in India is shifting to more automated and process-driven manufac-

turing, which is expected to increase efficiency and boost production.

9.7.1 Make in India 2.0 and the PLI schemes
• ‘Make in India 2.0’ program: It focuses on 27 sectors, including 15 manufacturing and 12 service sec-

tors, chosen based on India’s strengths, import substitution needs, export potential, and employment 
generation.

• Production-Linked Incentive (PLI) scheme: launched to promote domestic manufacturing and achieve 
self-reliance in 14 sectors, is expected to attract around ₹3 lakh crore of investment and generate em-
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ployment for over 60 lakh people.
o Outcome: As of December 2022, 717 applications have been approved, with over ₹47,500 crore 

of actual investment, sales of eligible products worth ₹3.85 lakh crore, and employment gener-
ation of around 3 lakhs.

9.7.2 Fostering Innovation
• Different stages: The government is fostering innovation through incubation, handholding, funding, 

industry-academia partnership, and mentorship.
• Intellectual property: The government has modernized the IP office, reduced legal compliances and 

facilitated IP filing for start-ups, women entrepreneurs, small industries, and others, which led to a 46% 
growth in the domestic filing of patents from 2016 to 2021.

• GII rise: India entered the top 40 innovating countries for the first time in 2022, as per the Global Inno-
vation Index (GII) report, by improving its rank from 81 in 2015 to 40 in 2022.

• India became the most innovative nation in the lower middle-income group and led the Central and 
Southern Asia region, overtaking Vietnam (48th).

Box XI.5: ‘Flipping and Reverse Flipping: the recent developments in Start-ups’
• Flipping: It is the process of transferring the entire ownership of an Indian company to an overseas 

entity, along with transfer of all IP and data owned by the Indian company. It can be done by acquiring 
parents, offshore markets, or for tax haven status. 

• Reverse flipping: It is the converse effect of shifting the domicile of those companies back to India who 
flipped earlier due to BEPS eroding tax havens, better tax rules at home and so on.

9.7.3 Structural reforms have enhanced the Ease of Doing Business
• Make in India: The initiative aims to create a business-friendly environment in India, attracting investors 

and contributing to the country’s growth and development.
• Overall Ease of doing business: Various reforms have been implemented, including simplification, ra-

tionalization, decriminalization, and digitization, to reduce compliance burdens, costs, and improve the 
ease of doing business in India.

• DPIIT’s Business Reform Action Plan (BRAP) 2020: It shows that 7,496 reforms were implemented 
across States and UTs, significantly enhancing the Ease of Doing Business across the country.

• National Single Window System (NSWS): It was launched in September 2021 to improve obtaining ap-
provals/clearances.
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9.7.4 India and Industry 4.0
• Industry 4.0: Also known as IR4.0, It integrates new technologies such as cloud computing, IoT, machine 

learning, and artificial intelligence (AI) into manufacturing processes, leading to efficiencies across the 
value chain.

• India: It has made significant strides in internet penetration, a key requisite of industry 4.0, in recent 
years. The government is aware of the importance of industry 4.0 for achieving the goals of self-reliance 
and becoming a key player in global value chains by Atmanirbhar Bharat vision.

• Steps: Initiatives include establishment of Centre for Fourth Industrial Revolution in India in 2018, and 
the SAMARTH (Smart Advanced Manufacturing and Rapid Transformation Hubs) Udyog Bharat 4.0 
scheme under the Ministry of Heavy Industries and Public Enterprises.

9.8 Conclusion and Outlook
• Industrial production expanded in FY23 backed by sustained demand conditions. Credit growth in the 

industry has increased, suggesting prospects for Capex investments are brighter.
• FDI in the manufacturing sector moderated in the first half of FY23 but inflows stayed well above 

pre-pandemic levels
• Easing input cost pressures due to a fall in international commodity prices augurs well for company 

margins and capacity utilization in the manufacturing sector has been rising, which bodes well for new 
investment activity.

• PLI schemes are set to boost manufacturing capacity, exports, reduce import dependence, and lead to 
job creation.

• Challenges to export remain due to volatile international commodity prices and supply disruptions can 
weigh on industrial growth. The re-emergence of Covid-19 in China can also trigger supply chain disrup-
tions.

• However, industrial output in India should continue to grow steadily based on resilient domestic de-
mand.
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Chapter 10

SERVICES: SOURCE OF STRENGTH

Chapter at a glance
• India’s services sector experienced a quick recovery in FY22, particularly in the contact-intensive ser-

vices sub-sector, which fully recovered from the pre-pandemic level in Q2 of FY23, driven by the release 
of pent-up demand, ease of mobility restriction, and near-universal vaccination coverage.

• India has been a significant player in services trade, being among the top ten services exporting coun-
tries in 2021, and its services exports have remained resilient during the Covid-19 pandemic and geo-
political uncertainties, driven by higher demand for digital support, cloud services, and infrastructure 
modernization.

• The Government has permitted 100% foreign participation in telecommunication services, including all 
services and infrastructure providers, through the Automatic Route, and raised the FDI ceiling in insur-
ance companies from 49 to 74%.

• Various services sub-sectors, such as the hotel industry, tourism sector, real estate sector, and IT-BPM 
and E-commerce industry, have shown signs of improvement in their performance, with resilient growth 
and increased adoption of digital technologies.

• Service sector is budding due to the government’s push to boost the digital economy, growing internet 
penetration, rise in smartphone adoption, and the introduction of Central Bank Digital Currency (CBDC) 
may lay the framework for another generation of financial innovation.

10.1 Introduction
• Covid-19 pandemic: It had a profound effect on most sectors of the economy, especially on contact-in-

tensive services such as tourism, retail trade, hotel, entertainment, and recreation.
• Non-contact services: such as information, communication, financial, professional, and business ser-

vices remained resilient.
• Recovery: The services sector witnessed a swift rebound in FY22, growing YoY at 8.4% compared to a 

contraction of 7.8% in the previous financial year, driven by the “Trade, Hotel, Transport, Storage, Com-
munication and Services related to broadcasting” sub-sector.

• Contact-intensive services: The sub-sector completely recovered the pre-pandemic level in Q2 of FY23, 
registering sequential growth of 16%, driven by pent-up demand, ease of mobility restrictions, and 
near-universal vaccination coverage.
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10.2 Trends in High-Frequency Indicators
10.2.1 Services PMI

• Purchasing Managers’ Index: India’s services sector activity, measured by PMI Services, has been affect-
ed by the Covid-19 pandemic and the Russia-Ukraine conflict. 

• Growth: However, it expanded to 58.5 in December 2022 due to easing retail inflation and retreating 
price pressures of inputs and raw materials.

• 10.2.2 Bank Credit
• Bank credit: credit to the services sector has grown significantly since October 2021, with credit to 

wholesale and retail trade increasing by 10.2% and 21.9% in November 2022, respectively. 
• NBFC recovery: Credit to NBFCs grew by 32.9% due to high bond yields. However, credit to the shipping 

and aviation sector declined in November 2022.
10.2.3 Services Trade

• Global: World services trade volume has surpassed its pre-pandemic peak, but the WTO’s Services Trade 
Barometer Index reading fell in October 2022 due to declining growth prospects in major service indus-
try economies. 
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• India: Some headwinds may be observed in India in the coming months due to the slowing growth in 
some of India’s major trading partners.

• Exports: Among services exports, software exports have remained relatively resilient, while transport 
and travel exports have been impacted by the pandemic. If there is a meaningful economic slowdown 
in advanced nations, tourism and travel earnings in FY24 may be lower.

1.1.4 Foreign Direct Investment (FDI) in Services
• FDI: India is the seventh largest recipient of FDI in the top 20 host countries in 2021. In FY22, India re-

ceived the highest-ever FDI inflows of US$ 84.8 billion, including US$ 7.1 billion FDI equity inflows in the 
services sector.

• Reforms: The Indian Government has undertaken measures to facilitate investment, including launching 
the National Single-Window system for approvals and clearances needed by investors and permitting 
100 per cent foreign participation in telecommunication services and raising the FDI ceiling in insurance 
companies from 49 to 74 per cent.

• The government has also allowed 20 per cent foreign investment in Life Insurance Corporation (LIC) 
under the automatic route.

Box X.1: Initiatives in the Insurance Sector by the Insurance Regulatory and Development Authority of India 
(IRDAI) in FY23

• Indian Insurance sector: It is expected to become the 6th largest in the world by 2032, and the insur-
ance regulator IRDAI has a mission of universal insurance coverage by 2047.

• IRDAI: The insurance regulator has implemented various measures in FY23 to promote healthy growth 
of the insurance industry, rationalize the regulatory framework, and reduce the compliance burden.

• Measures: a single window NOC portal for easy entry into the insurance sector, quick launch of insur-
ance products without seeking prior approval, and providing more flexibility to regulated entities in 
their operational decisions. It has also facilitated various measures to address tech-based add-ons for 
motor insurance, expansion of the cashless facility in health insurance, innovative products in fire insur-
ance, and ease of living for senior citizens.

10.3 Major Services: Sub-Sector-Wise Performance
10.3.1 Tourism and Hotel Industry

• Recovery: The post-pandemic scenario of global tourism is gradually converging to the pre-pandemic 
one.

• International tourism: It showed robust performance in January-September 2022, reaching 63% of the 
pre-pandemic level, boosted by strong pent-up demand, improved confidence levels, and the lifting of 
restrictions. After a two-year hiatus, India also resumed all regular international flights at full capacity 
as 2021-22 came to a close.

• Hotels: The industry closed the year 2020 with an average hotel occupancy rate of 33-36%, reflecting a 
decline of 32%. Hotel occupancy began a strong recovery in the third quarter of 2021.

• Aviation: The entire aircraft movement (cargo aircraft + passenger aircraft) in the country increased by 
52.9% YoY between April and November 2022, reaching 93.9% of the movement recorded between 
April and November 2019.

• Medical tourism: India is ranked 10th out of the top 46 countries in the world in the Medical Tourism 
Index FY21 released by Medical Tourism Association. Medical Value Tourism (MVT) is expected to grow 
to US$ 13 billion by 2022 in India.

• MICE: Meetings, incentives, conferences and exhibitions tourism is also rising in India.
Box X.2: Making India an attractive tourist destination

• The Ministry of Tourism in India has implemented various measures to boost the tourism sector: 
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	National Integrated Database of Hospitality Industry (NIDHI) portal for the registration of ac-
commodation units.

	System for Assessment, Awareness, and Training for Hospitality Industry (SAATHI) to ensure 
safety and hygiene

	Regional Connectivity Scheme (RCS-UDAN) to improve regional air connectivity. 
	Loan Guarantee Scheme for Covid Affected Tourism Service Sector (LGSCATSS) was also 

launched to provide working capital and personal loans to those affected by the pandemic.
	Additionally, provision of the first 5 lakh Tourists Visa for foreign nationals visiting India until 

March 2022.

10.3.2 Real Estate
• Pandemic effect: It has had a negative impact on the real estate sector, with project delays, deferred 

purchases, stagnation of property prices, and scarce funding for developers leading to a decrease in 
demand. The work-from-home model has also affected the demand for office space.

• Recovery: Despite the challenges, the real estate sector has witnessed resilient growth in the current 
year, with housing sales and the launch of new houses surpassing pre-pandemic levels. There has also 
been a decline in the inventory overhang and increased market transparency, driven by increased insti-
tutional investment and the growing number of Real Estate Investment Trusts (REITs).

• Measures taken: Credit growth due to liquidity boost, RERA reform, and push towards affordable hous-
ing under PM-Awas Yojana has helped recovery.
	Additionally, Infusion of ₹75,000 crore for NBFCs, HFCs and MFIs have contributed to the re-

vival of the real estate sector.
	The Co-lending model to leverage the liquidity base of the banks and reach of HFCs to deliver 

formal housing credit to the bottom of the pyramid.
	The Smart City Project has aimed at improving the overall opportunity for the real estate sec-

tor and encouraging investments.

10.3.3 IT-BPM Industry
• Pandemic push: Covid-19 accelerated digital transformation across many of India’s end-user industries 

with prioritization of enterprise-scale data and cloud strategy.
• Resilience: The IT-BPM industry in India has been exceptionally resilient during the pandemic, driven by 

increased technology spending, digital transformation, and accelerated technology adoption, evident in 
the swift and wide-scale remote working adoption of one of the world’s largest IT workforces.

• Growth: IT-BPM revenues registered YoY growth of 15.5% during FY22 compared to 2.1% growth in 
FY21, with all sub-sectors showing double-digit revenue growth, and exports grew by 17.2% in FY22 
compared to 1.9% growth in FY21.

• Challenges: Technology spending during FY23 is likely to see a relatively muted growth due to an expect-
ed global slowdown.
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10.3.4 E-Commerce
• Reach: The e-commerce sector in India has witnessed significant growth and increased penetration in 

the aftermath of the pandemic due to lockdowns and mobility restrictions.
• Growth projections: The e-commerce market is projected to post impressive gains and grow at 18% 

annually through 2025.
• MSMEs: They have also increasingly adopted digital solutions like e-commerce and e-procurement, 

which have helped them access a large marketplace without incurring huge costs.
• Reasons: The growth of e-commerce business in rural India has been driven by increased smartphone 

penetration, internet adoption, increased purchasing power of rural customers, and fiscal support 
during the pandemic.

• Steps: 
	The Government E-Marketplace (GeM) has witnessed tremendous growth in Gross Merchan-

dise Value (GMV) and is catching up with e-commerce giants like Amazon and Flipkart.
	Various initiatives taken by the government for the promotion of e-commerce, including the 

Digital India program, Unified Payment Interface (UPI), One District – One Product (ODOP) 
initiative, and the launch of Open Network for Digital Commerce (ONDC).

10.3.5 Digital Financial Services
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• Fintech adoption: In India, it is substantially higher at 87% than the world average of 64%.
• Neobanks: The number of neobanking platforms and global investments in the segment has risen con-

sistently. Neobanks have eased availability and provided access to financial services to MSMEs and un-
derbanked customers and areas.

• CBDC: RBI has launched pilots of Central Bank Digital Currency (CBDC) ‘e-Rupee’ in both the Wholesale 
and Retail segments. The introduction of CBDC will significantly boost digital financial services.

Box X.5: Account Aggregator Framework: Transforming India’s Financial Services
• The RBI has issued master directions for the AA framework.
• Account Aggregator (AA) is a NBFC that collects financial information with explicit customer consent and 

transfers it between financial institutions. Registration with an AA is voluntary for consumers.
• Entities can enrol as Financial Information Providers (FIP) or Financial Information Users (FIU) regulated 

by financial sector regulators.
• As of December 31, 2022, 27 financial institutions have gone live as FIPs, and 119 financial institutions 

have gone live as FIUs.
Box X.6: Dematerialisation of documents: The next wave of digitisation

• National e-Governance Services Limited (NeSL) introduced the Digital Document Execution (DDE) plat-
form in 2020 to dematerialize documents. NeSL is an Information Utility registered with and regulated 
by the Insolvency and Bankruptcy Board of India under the aegis of the IBC 2016.

• This will convert various stages of IBC proceedings into paperless and contactless.

10.4 Outlook
• India’s services sector growth was highly volatile and fragile during the last 2 fiscal years.
• However, in FY23, there has been a broad-based recovery in almost all sub-sectors, driven by the release 

of pent-up demand, ease of mobility restrictions, near-universal vaccination coverage, and pre-emptive 
government interventions.

• Contact-intensive services, which bore the maximum brunt of the pandemic, have shown a pick-up in 
recent months, reflecting an uptick in the performance of various high-frequency indicators (HFIs).

• This hints at an enhanced presentation of the services sector in the next fiscal, with improved perfor-
mance of various sub-sectors like Tourism, Hotel, Real estate, IT-BPM, E-commerce, etc.

• The downside risk, however, lies in the external exogenous factors and bleak economic outlook in ad-
vanced economies impacting growth prospects of the services sector through trade and other linkages.
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Chapter 11

EXTERNAL SECTOR: WATCHFUL AND HOPEFUL

Chapter at a glance
• India’s external sector has faced shocks and uncertainty, including global commodity price increases, 

tightening international financial conditions, financial market volatility, capital flow reversals, and cur-
rency depreciation.

• However, India has been able to weather these headwinds due to strong macroeconomic fundamentals 
and buffers.

• India’s exports have been resilient in FY23, driven by record levels of exports in FY22. Leading export 
items include petroleum products, gems & jewelry, organic & inorganic chemicals, and drugs & pharma-
ceuticals.

• The National Logistics Policy is expected to ease domestic frictions and reduce the cost of internal lo-
gistics, while recent Free Trade Agreements with countries such as UAE and Australia are expected 
to address external frictions and create opportunities for exports at concessional tariffs and non-tariff 
barriers.

• Imports have increased due to the revival of economic activity. Top import items include petroleum, 
crude & products; electronic goods; coal, coke & briquettes, etc.; machinery, electrical & non-electrical 
and gold.

• Efforts are underway to promote international trade settlement in Indian Rupees, potentially reducing 
dependence on foreign currency and making the economy less vulnerable to external shocks.

• Balance of Payments (BoP) encountered pressures, with the Current Account Deficit (CAD) widening 
due to a sharp rise in oil prices and policy tightening by the US Federal Reserve leading to Foreign Port-
folio Investment (FPI) outflows.

• However, expected easing of crude oil prices, the resilience of net services exports, and buoyant inward 
remittances are expected to result in a lower CAD during the remainder of FY23 and remain within sus-
tainable limits.

• India’s external sector is fortified with shock absorbers, including forex reserves of US$ 562.72 billion, 
accounting for 9.3 months of imports, and external debt to GDP ratio at a comfortable level of 19.2% as 
of end-September 2022.

11.1 Introduction
• Weak global indicators: Global financial conditions have considerably tightened since April 2022, and 

the balance of risks is significantly skewed to the downside, leading to a weaker global economic out-
look.

• Projections: Global growth is forecast to slow from 6.0% in 2021 to 3.2% in 2022 and 2.7% in 2023, with 
emerging markets facing risks from external borrowing costs, high inflation, volatile commodity mar-
kets, and policy tightening in advanced economies.

• India’s overall Exim:
	Exports in Merchandise and Services combined in April-December 2022 are estimated to be 

US$ 568.6 billion, exhibiting a positive growth of 16.1% over the same period last year.
	Overall imports in April-December 2022 are estimated to be US$ 686.7 billion, displaying a 

positive growth of 25.6% over the same period last year.
• Chapter 11 chronicles the developments in the external sector of the Indian economy, including exports, 

imports, international investment, foreign exchange reserves, movement of the currency against the US 
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dollar, external debt, and the balance of payments situation, with comparisons to some peer countries 
made for context.

11.2 Trade Helping India Reap the Benefits of Globalised World
• Trade: It is an essential for developing countries to benefit from increased globalization of products and 

financial markets. The trade openness of countries across the globe has been increasing as measured 
by trade as a proportion of GDP

• Global trade: For the world as a whole, the share of trade as a percentage of world GDP has been in the 
range of 50-60% since 2003 and stood at 52% in 2020

• India: The share of trade as a percentage of GDP in India has been steadily increasing, being above 40% 
since 2005 (except for 2020 being the pandemic year)

• -The ratio stands at 46% in 2021 and 50% for H1 of 2022

11.2.1 Global Scenario
• Global trade: The WTO reported a growth of 4.8% on top of a recovery of 9.7% in 2021.
• Merchandise: The growth of merchandise trade was supported by robust merchandise imports from 

Europe, the United States, reflecting pent-up demand relating to the pandemic-driven spending shift 
from services towards goods that were constrained earlier.

• Challenges: The global trade outlook turned grimmer in H2 2022 due to adverse factors, including the 
increasing likelihood of a recession in major economies, aggressive monetary policy tightening by sev-
eral central banks, disorderly financial conditions, continued supply-chain disruptions, and elevated 
freight charges.

• Projections: According to the WTO, world trade is expected to remain subdued in 2023, with global 
trade forecast to grow by just 1 per cent, a sharp downward revision from the previous estimate of 3.4 
per cent.

• The UNCTAD has also noted that the ongoing trade slowdown is expected to worsen for 2023, and neg-
ative factors appear to outweigh positive trends.
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11.2.2 Trends in Merchandise Trade
• Peak: India achieved an all-time high annual merchandise export of $422 billion in FY22.
• Moderation: India’s merchandise export growth has moderated in 2022 due to the global trade slow-

down. Merchandise exports were $332.8 billion from April-December 2022.
• Sectors: Nonpetroleum and non-gems & jewellery exports were $233.5 billion from April-December 

2022. Petroleum products were the most exported commodity in FY22 and April-December 2022, fol-
lowed by gems and jewellery, organic & inorganic chemicals, and drugs & pharmaceuticals.

• The merchandise trade deficit for April-December 2022 was estimated at US$218.9 billion.

11.2.3 Bright spots in India’s Trade performance
• Trade-to-GDP: India’s external sector has been resilient, with trade as a percentage of GDP increasing 

from 12-15% in the 1980s to 25-50% in the 2000s.
• Imports: Domestic demand has resulted in strong import growth, with merchandise imports for 

April-December 2022 at US$551.7 billion, and petroleum crude and products imports being the highest 
imported commodity.

• Energy: demand is pushing India’s imports for fuel, including coal and Petroleum, Oil & Lubricants (POL), 
whose share rose to 37.1% in total imports in April-December 2022.

• Exports: The USA remained the top export destination in April-November 2022, followed by UAE and 
the Netherlands, which displaced China from the 3rd spot.

• Diversification: 
	India has diversified its export destinations over time, with the share of South Africa, Brazil, 

and Saudi Arabia increasing in total exports.
	China, UAE, USA, Russia, and Saudi Arabia have a joint share of 40% of the total imports of 

India.

11.2.4 Trade in Services
• India’s services exports stood at US$ 254.5 billion in FY22, recording a growth of 23.5% over FY21, with 
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software and business services comprising over 60% of total services exports.
• Services imports rose by 25.1% between FY22 and FY21, reaching US$ 147.0 billion, mainly due to pay-

ments for transport services, travel, and other business services.
• 11.2.5 Foreign Trade Policy
• India’s Foreign Trade Policy (FTP) has traditionally been formulated for five years at a time, with the 

current policy being in effect from 2015 to 2020. Due to the pandemic and other global economic and 
geopolitical factors, the policy has been extended until March 2023.

• Initiatives: The Indian government has been taking measures to diversify exports in terms of products 
and markets, signing Free Trade Agreements (FTAs) with UAE and Australia in 2022 to increase market 
access and competitiveness for exporters.

• Export Preparedness Index: It has been introduced to evaluate the potential and capacities of different 
Indian states to guide efforts to strengthen the national and sub-national export ecosystem.

11.2.6 International Trade Settlement in Indian Rupees
• Initiative: The RBI has introduced a framework for international trade settlement in Indian Rupees (INR) 

to promote the growth of global trade, support interest in INR as an international currency, and reduce 
currency risk for Indian businesses.

• Vostro accounts: The framework involves settlement of exports/imports in INR with market-determined 
exchange rates and settlement through special Rupee Vostro accounts.

• INR: it currently accounts for only 1.6% of global forex turnover, compared to the dominant US dollar 
at 88%.
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11.2.7 Initiatives to enhance trade
• Focus on Agricultural Products: Pro-active support of export promotion agencies including Export In-

spection Council, Plantation Boards, and Agricultural and Processed Food Products Export Development 
Authority (APEDA).

• Interest Equalisation Scheme: Subvention on interest charged by banks facilitating exports.
• Remission of Duties and Taxes on Exported Products (RoDTEP) scheme
• Export Credit Guarantee by ECGC
• Krishi Udan Scheme
• Trade Infrastructure for Export Scheme
• Districts as Export Hubs – One District One Product Initiative. 

11.2.8 India’s Global Trade Engagements
• Globalisation has led to a proliferation of trade agreements and the emergence of competing trade 

blocs.
• India’s regionalization of trade: It considers Regional Trading Arrangements (RTAs) as ‘building blocks’ 

towards the overall objective of trade liberalisation and as complementing the multilateral trading sys-
tem. India has concluded 13 FTAs and 6 Preferential Trade Agreements (PTAs).

• FTA negotiations: India is presently engaged in FTA negotiations with some of its trading partners, no-
table among these FTAs are – (i) India-UK FTA, (ii) India-Canada CEPA/ Early Progress Trade Agreement 
(EPTA), (iii) India-EU FTA.

• FTA review: India has initiated action to review some of the existing FTAs, namely, India-Singapore CECA, 
India-South Korea CEPA, and India-ASEAN Trade in Goods Agreement and initiated discussions on scop-
ing for the CECA with Australia, as envisaged under Ind-Aus ECTA.

11.3 Balance of Payments in Challenging Times
11.3.1 Current Account Balance

• Current account deficit: In Q2FY23, India’s current account balance (CAB) recorded a deficit of US$ 36.4 
billion (4.4% of GDP) compared to a deficit of US$ 9.7 billion (1.3% of GDP) during the same period last 
year. For the period H1FY23, India recorded a CAD of 3.3% of GDP, compared to 0.2% in H1FY22, mainly 
due to an increase in the merchandise trade deficit.

• Reason: The widening of the current account deficit (CAD) was due to a higher merchandise trade defi-
cit of US$ 83.5 billion and an increase in net investment income outgo.

• However, India’s CAD is still modest and within manageable limits when compared to the position of the 
CAB for selected countries.
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11.3.2 Invisibles
• Net services receipts increased from US$51.4 billion in H1FY22 to US$65.5 billion in H1FY23, primarily 

due to robust computer and business services receipts, and net private transfer receipts (mainly remit-
tances) also increased significantly.

• Remittances: India is the top remittance recipient country with remittances anticipated to reach US$100 
billion in 2022 according to the World Bank.

11.3.3 Capital Account Balance
• Net capital inflows: They declined to US$29.0 billion in H1FY23 from US$65.0 billion in H1FY22.
• FPI flows: They recorded a net outflow of US$2.5 billion during April-December 2022 as against an out-

flow of US$0.6 billion a year ago.
• Others: 

	Gross FDI inflows were US$ 39.3 billion in H1FY23 as compared to US$ 42.5 billion a year ago.
	Banking capital reported higher net inflows of US$10.6 billion in H1FY23 against US$4.4 billion 

during the same period of FY22, 
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	External commercial borrowings (ECBs) to India recorded net outflows of US$3.0 billion in 
H1FY23 as against net inflows of US$5.0 billion a year ago.

11.3.4 Balance of Payments and Foreign Exchange Reserves
• Challenges: Sharp rise in oil prices widened CAD while policy tightening by US Fed and strengthening of 

US dollar led to FPI outflows
• Forex: Depletion of foreign exchange reserves on BoP basis to the tune of US$25.8 billion in H1FY23 but 

have recovered since then. India’s foreign exchange reserves stood at US$532.7 billion as of end-Sep-
tember 2022, covering 8.8 months of imports

• India was the sixth largest foreign exchange reserves holder in the world according to data compiled by 
the IMF as of end-November 2022

11.4 Exchange Rates Moving in Tandem with Global Developments
• Managed exchange: The exchange rate of the Indian Rupee is market-determined, and RBI intervenes 

in the foreign exchange market mainly to contain excessive volatility.
• Depreciation: From January to December 2022, the INR has depreciated by 10.8 per cent against the US 

dollar, while the US dollar has appreciated by 6.4 per cent. INR witnessed a modest depreciation in real 
terms, even in the face of global spill-overs.

• NEER: The Nominal Effective Exchange Rate (NEER) of the US dollar (27 economies) appreciated by 7.8 
per cent in the calendar year 2022, up to December, while the NEER of India (64 economies) depreciated 
by 4.8 per cent.
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11.5 International Investment Position: A Reflection of India’s Financial Soundness
• International investment position (IIP): It is a statement that reflects a country’s financial condition 

and soundness by showing the value and composition of financial assets and liabilities of residents of 
an economy to non-residents.

• India’s residents’ overseas financial assets were lower by 7.9% compared to the level as of end-March 
2022, mainly due to the reduction in reserve assets, while trade credit and overseas direct investment 
recorded an increase.

• India’s international liabilities were lower by 3.2% compared to the level as of end-March 2022, pri-
marily due to direct investment (net) outflows and variations in the exchange rate of the rupee vis-a-vis 
other currencies.

• Cumulatively, India’s international financial assets covered 68.5% of international financial liabilities as 
of end-September 2022.

11.6 Safe and Sound External Debt Situation
• India’s external debt: It grew by 1.3% to US$ 610.5 billion as of end-September 2022, but external debt 

as a ratio to GDP decreased to 19.2% from 20.3% a year ago. 
• Optimal levels: The threshold for India’s external debt is around 23-24% of GDP, so India has potential 

growth positive space as far as the external debt level is concerned. 
• Duration: The share of long-term debt fell to 78.4% from 82.8%, while the share of short-term debt rose 

to 21.6% from 17.4%. 
• Denomination: Most of India’s external debt is denominated in US dollars, but the Indian rupee-denom-

inated component occupies the 2nd position, insulating the external debt from foreign currency risk. 
• Nature: Sovereign External Debt (SED) decreased by 5.7% to US$ 124.5 billion, while non-SED posted a 

growth of 3.2% to US$ 486.0 billion as of end-September 2022. 
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11.7 Outlook for the External Sector: Cautious Amidst Global Headwinds
• India’s merchandise exports are being affected by slowing global demand, which is expected to continue 

in 2022 and 2023.
• Product and destination diversification through FTAs could be useful to enhance trade opportunities, 

but private sector participants need to focus on efficiency and innovation to gain market share.
• India faces competition from South Asian countries in some export competitive products, but has po-

tential to cater to global demand in a cost-effective manner.
• Softening crude oil prices are positive for India’s POL imports, but non-oil, non-gold imports may not 

slow down significantly due to India’s resilient growth.
• India’s export of services, particularly software, business, and travel services, is robust and provides 

greater resilience.
• Inward remittances to India are projected to be at record levels in 2022, and net FDI flows remained 

robust while net FPI inflows turned positive in recent months. India’s CAD is within manageable limits 
and eminently financeable, and the forex reserves and external debt vulnerability indicators are also 
favorable.

• Compared to many of its peers, India’s external sector is performing relatively better and has inbuilt 
shock absorbers to weather challenges.
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Chapter 12

PHYSICAL AND DIGITAL INFRASTRUCTURE: LIFTING POTENTIAL 
GROWTH

Chapter at a glance
• Infrastructure development in India has been consistent and focused on building assets across sectors 

such as transportation, housing, commercial development, telecom, and sanitation.
• The government has used “social overhead capital” to push development in the remotest areas of the 

country through dedicated budgetary allocation, cross-subsidising revenue-generating infrastructure 
and focused programme delivery.

• The National Infrastructure Pipeline was launched in 2019 with a projected investment of around ₹111 
lakh crore for FY20-25 for developing a comprehensive view of infrastructure development in the coun-
try.

• Private participation in running risk-free brownfield assets will help in generating critical financial re-
sources and ushering in operational efficiencies and better management of public assets.

• Structural and financial reforms such as infrastructure financing options of InvITs and REITs, creation 
of Dedicated Financing Institution (NaBFID), push to PPP ecosystem through Model Concession Agree-
ments, and enabling social infrastructure development through the revamped Viability Gap Funding 
scheme have been implemented.

• PM GatiShakti has sectoral complementarity of logistics facilitation through the National Logistics Policy 
launched in Sept 2022 to bring in further convergence with comprehensive planning across centre and 
states.

• The country has seen a great multiplier effect on social and economic growth through the different uses 
of digital enablement led by the humble mobile phone and the Aadhar number.

• The government is marching towards providing more and more e-governance based services with the 
vision of $1 trillion digital economy by 2025.

• The success of UPI has prompted the government to task itself with another innovative attempt towards 
democratising digital commerce through the ONDC which could potentially transform how businesses 
and consumers interact at present.

• Empowering the end-users with control over their data is an essential ongoing task that is guided by the 
Account Aggregator framework.

• Moving forward, most of the future real-world applications are going to marry physical and digital in-
frastructure, something akin to that attempted under Smart Cities, that interlocks area-based develop-
ment with digital assets and digital services.

12.1 Introduction
• India’s infrastructure plays a critical role in accelerating economic growth and sustaining it in the long 

run, and there is a positive correlation between infrastructure and development. 
• Structural reforms: During the pandemic and geopolitical crisis, the government has taken initiatives 

like Public-Private Partnership, National Infrastructure Pipeline, and National Monetisation Pipeline to 
increase private sector participation in infrastructure development. 

• Traditional infrastructure: The government has also focused on developing traditional infrastructure 
like roads, railways, airports, ports, mass transport, and waterways. 

• India’s digital infrastructure: It has grown significantly, and the country has achieved significant progress 
towards financial inclusion. 
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• Next phase: The government has also developed a world-class FinTech Hub at Gujarat International Fi-
nance Tec-City International Financial Services Centre. The rollout of 5G services is expected to unleash 
new economic opportunities and advance the ‘Digital India’ vision.

12.2 Government’s Vision and Approaches to Infrastructure Development in India
• Capex: The outlay for capital expenditure in 2022-23 was increased sharply by 35.4% to ₹7.5 lakh crore, 

of which approximately 67% has been spent from April to December 2022.
• Ministries/Departments have spent ₹5 lakh crore on Capex till December 2022, which is around 67% of 

the budgeted Capex.
• Initiatives: PM GatiShakti and NaBFID are designed to fill gaps in physical infrastructure and provide 

continuous support over its long gestation period. An institutional mechanism to fast-track investments 
has been put in place with Project Development Cells (PDCs).

• Sustainability: India has submitted its Long-Term Low Emission Development Strategy and is transi-
tioning towards advanced infrastructure that is energy efficient, incorporates a circular economy, and 
transitions towards low carbon development.

• PPP: Financing and creation of such infrastructure are likely to require Public-Private Partnership.



www.insightsonindia.com108

12.3 Public-Private Partnerships (PPPs)
• PPPs are vital for addressing infrastructure gaps and improving efficiency in service delivery.
• Models: India has several PPP models including Build-Operate-Transfer (BOT), Design-Build-Finance-Op-

erate-Transfer (DBFOT), Rehabilitate-Operate-Transfer (ROT), Hybrid Annuity Model (HAM), and Toll-Op-
erate-Transfer (TOT) model.

• Public Private Partnership Appraisal Committee: The PPPAC streamlines the appraisal mechanism for 
PPP projects and has cleared 79 projects with a total cost of ₹2,27,268.1 crore from FY15 to FY23.

• Funding: The Viability Gap Funding (VGF) scheme provides financial assistance to socially/economically 
desirable but financially unviable PPP projects.

• From 2014-15 to 2022-23, a Total Viability Gap Funding approval of ₹5813.6 crore (Both GoI & State 
Share) has been provided.

• India Infrastructure Project Development Fund Scheme: The IIPDF scheme aims to develop quality PPP 
projects by providing necessary funding and consultancy support to project-sponsoring authorities. It 
has a total outlay of ₹150 crore for a period of 3 years from FY23 to FY25, and a maximum amount of ₹5 
crore can be funded for a single proposal.

12.4 National Infrastructure Pipeline (NIP)
• The NIP has a projected infrastructure investment of around ₹111 lakh crore during FY20-25 and in-

cludes infrastructure projects of more than ₹100 crore covering greenfield and brownfield investments.
• The transport sector constitutes more than half of the projects in the NIP.
• Invest India Grid (IIG) platform acts as a centralized portal to track and review project progress across 

all economic and social infrastructure sub-sectors.
• The Project Monitoring Group (PMG) is an institutional mechanism for resolving issues related to large-

scale projects and fast-tracking approvals/clearances for projects with an anticipated investment of 
₹500 crore and above.

12.5 National Monetisation Pipeline – Creation through monetisation
• The NMP was launched to tap private sector investment for new infrastructure creation by monetisa-

tion of stale assets. It contains 20+ asset classes across 12+ line ministries, with roads, railways, power, 
oil & gas pipelines, and telecom sectors being the top 5 sectors by estimated value.

• Target: The estimated aggregate monetisation potential under NMP is ₹6.0 lakh crore through core as-
sets of the Central Government, over a four-year period, from FY20-25. Against the monetisation target 
of ₹0.9 lakh crore in FY22, ₹0.97 lakh crore have been achieved during the period.

• Purpose: The funds received by the public authority are reinvested in new infrastructure or deployed 
for other public purposes.

• The NMP’s 2nd-year target, i.e., FY23, envisaged ₹1.6 lakh crore (27 per cent of overall NMP Target) 
under Core-Asset Monetisation.

12.6 National Logistics Policy: Reducing the cost of logistics
• Logistics costs: In India, they have been higher than the global benchmark (14-18% in India vs. 8% of 

GDP in other major economies), hindering its ability to increase exports.
• The key dimensions to improve logistics: efficient clearance process, quality infrastructure, competi-

tively priced shipments, competent logistics services, tracking and tracing of consignments, and timely 
delivery.

• The National Logistics Policy (NLP) was launched in September 2022 with the aim of developing a 
cost-efficient, resilient, sustainable, and trusted logistics ecosystem in India.

• Targets: NLP envisages comparable logistics cost to global benchmarks by 2030, among the top 25 coun-
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tries in Logistics Performance Index ranking by 2030, and create a data-driven decision support mech-
anism.

• Components: The NLP will be implemented through a Comprehensive Logistics Action Plan (CLAP) with 
specific key action areas, including Integrated Digital Logistics Systems, Logistics Human Resources De-
velopment, EXIM Logistics, and Sectoral Plan for Efficient Logistics.

• Logistics Ease Across Different States (LEADS) index: It is an initiative to assess the state of logistics in 
India.

12.7 PM GatiShakti: A master plan for integrated project planning
• The PM GatiShakti National Master Plan aims to integrate all infrastructure projects across various 

ministries and departments into a comprehensive database for efficient planning and implementation.
• Core methodology: A GIS-based and data-driven decision support platform has been introduced to facil-

itate integrated planning and coordinated implementation across ministries and agencies, with around 
1950 data layers mapped up to the village, district, and taluka levels.

• Synergy: It is co-terminus and has deep synergies with NIP and NMP.

12.8 Developments in Physical Infrastructure Sectors
12.8.1 Road Transport: Increased budgetary support by the government augmented road connectivity

• National highways: The construction of national highways and roads has increased over time, with 
10,457 km of roads constructed in FY22 compared to 6,061 km in FY16.

• Capex: Total budgetary support for investment in the sector has been increasing rapidly and stood at 
around ₹1.4 lakh crore during FY23 (as of 31 October 2022).

• Steps: NHAI launched its InvIT in FY22 to facilitate monetisation of roads and attract investors. So far, 
NHAI InvIT has raised more than ₹10,200 crore from institutional investors.

12.8.2 Railways: Expansion and modernisation, a continuous process
• India: It is the fourth largest network in the world under single management, with over 68,031 route 

kms. 
• Passenger: Passenger traffic has seen strong growth in recent years, with the number of originating 

passengers reaching 418.4 crore up to November 2022. 
• Freight: The revenue-earning freight traffic has also increased by 8.3% in FY22-23 compared to the pre-

vious year, reflecting the strong revival in economic activity. 
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• Major initiatives: These include Mumbai-Ahmedabad High Speed Rail Project, Dedicated Freight Corri-
dor Project, GatiShakti Multi-Modal Cargo Terminal, Induction of semi-high-speed Vande Bharat Train-
sets, Electrical/Electronic Interlocking System, and Development of Hyperloop technology.

12.8.3 Civil Aviation: Revival backed by domestic demand
• Recovery: The civil aviation sector in India has rebounded, led by the domestic sector, and is showing a 

recovery in both passenger and cargo movement close to pre-Covid-19 levels. 
• Steps: The government supports the sector through schemes such as UDAN, which enhances regional 

connectivity and has approved a budget of ₹4500 crore for revival of existing underserved airports/air-
strips and the setting up of 21 greenfield airports across the country.

12.8.4 Ports: Handling higher capacity with governance reforms
• Capacity addition: The capacity of major ports in India has increased from 871.5 MTPA in March 2014 

to 1534.9 MTPA in March 2022, and they handled 720.1 MT traffic during FY22. 
• Steps: The government is focusing on improving port governance, addressing low-capacity utilization, 



www.insightsonindia.com 111

modernizing berths with techno-efficient loading/unloading equipment, and creating new channels for 
port connectivity. 

• Digitalization: The digitization of key EXIM processes such as e-Invoice, e-Payment, e-DO (Delivery or-
der), and LC (Letter of Credit), and the implementation of RFID solutions at all major ports have stream-
lined port compliances and reduced the Turn Around Time (TAT) for vessels. 

• Platform: The process to bootstrap erstwhile PCS 1x into NLP-Marine is underway, which will act as a 
Unified Digital Platform for all maritime stakeholders.

12.8.5 Inland Water Transport: Tapping the potential of navigable waterways
• Potential: India has a large endowment of rivers, canals, and other waterways, with a total navigable 

length of around 14,850 kilometers.
• National Waterways Act 2016: It declared 106 new waterways as National Waterways, bringing the 

total number to 111, and 26 of them are prioritized for cargo movement, with developmental activities 
initiated in the 14 most viable ones.

• Inland Vessels Bill 2021: It was passed to replace the over 100-year-old Inland Vessels Act of 1917, 
bringing uniformity in the application of the law relating to inland waterways and navigation across the 
country. It provides for standardization of various phases of inland shipping.

• Tonnage: The cargo movement on National Waterways achieved an all-time high of 108.8 million tons 
during FY22, recording 30.1% growth compared to the previous year.

12.8.6 Electricity: Installed capacity growth driven by renewables
• Capacity: India’s total installed power capacity of utilities and captive power plants was 482.2 GW on 31 

March 2022, up by 4.7% compared to the previous year.
• Captive power: The total electricity generated, including that from captive plants during the year FY22, 

was 17.2 lakh GWh, with renewable energy resources recording the maximum rise in electricity gener-
ation for utilities and captive plants.

• Renewables target: India has set a target of achieving 50% cumulative installed capacity for generating 
electric power from non-fossil fuel-based energy resources by 2030.

• Government initiatives: such as the Pradhan Mantri Kisan Urja Suraksha evam Utthaan Mahabhiyan 
(PM-KUSUM) and the Solar Park Scheme, aim to support the renewable energy sector and reduce car-
bon footprints.

• Indian Railways: It aims to achieve net-zero carbon emissions by 2030 and has reoriented its energy 
demand towards greater use of renewable sources.

• Other incentives: Incentives for renewable power generation include Hydropower Purchase Obligation 
(HPO) within Non-Solar Renewable Purchase Obligation (RPO).

12.9 Developments in Digital Infrastructure
• Role: the importance of digital infrastructure in the socio-economic development of India was visible 

especially during the Covid-19 pandemic. 
• The Digital India program: It aims to transform India into a digitally empowered society and knowledge 

economy, with high-speed internet, unique digital identity, enabling citizen participation in digital and 
financial space, shareable private space on a public cloud, and a safe and secure cyber-space as focus 
areas. 

• 12.9.1 Telecommunications: Accelerating provision of affordable services
• Steps: The government of India has made great efforts to promote technological development and pro-

vide affordable telecommunication services to people across the country. 
• Rural: Remote rural areas are catching up with urban areas in terms of tele-density and internet sub-

scribers. A project has been approved to provide 4G mobile services in uncovered villages across the 
country. 
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• Northeast: The government is implementing a Comprehensive Telecom Development Plan (CTDP) to 
provide mobile connectivity on 2G by setting up towers in uncovered villages and along National High-
ways of Northeastern states. Internet expansion is ongoing with efforts of BSNL funded by USOF.

• Islands: The government is also connecting the islands to the mainland through a Submarine OFC con-
nectivity project. 

• 5G: The launch of 5G services and the highest-ever bids garnered in the spectrum auction of 2022 are 
landmark achievements. Reforms in Wireless Licensing have been brought in to promote innovation, 
manufacturing, and export. 

• The Indian Telegraph Right of Way (Amendment) Rules, 2022, will facilitate faster and easier deploy-
ment of telegraph infrastructure to enable speedy 5G rollout.

12.9.2 Growth Story of Digital Public Infrastructure
• DPI: It has played a critical role in uplifting the economy and empowering individuals and businesses to 

transact paperless and cashless. 
• Aadhaar: It was the first DPI launched in 2009, and since then, India has built a competitive digital econ-

omy. 
• Steps: The government has launched various initiatives to reduce search costs for commoners, including 

MyScheme, UMANG, and Open Network for Digital Commerce (ONDC). 
• Language flexibility: Steps like OpenForge an open-source software development platform, the national 

AI portal, and the Bhashini mission, aiming to overcome the language barrier. 
• Box: Unified Payments Interface - The game changer in real-time payments!
• In FY19, UPI accounted for 17 per cent of the country’s total 3,100 crore digital transactions. 
• While In FY22, UPI accounted for 52 per cent of the total 8,840 crore financial digital transactions.
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12.10 Conclusion/Outlook
• India was able to navigate the pandemic and geopolitical conflicts through increased investment in in-

frastructure and strong macroeconomic fundamentals.
• NIP provided a roadmap for investible projects and PM GatiShakti integrated the seven engines of 

growth to accelerate infrastructure development.
• Reforms in the energy and power sector will help fast-track India’s progress in the next 25 years, with a 

focus on increasing the share of renewables.
• India has a unique and cogent digital story with initiatives like Aadhaar, UPI, CoWIN, e-RUPI, TReDS, 

Account Aggregators, and ONDC.
• The synergy between physical and digital infrastructure will be one of the defining features of India’s 

future growth story.
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ES Glossary Trends
CHAPTER -1

Glossary
• Pandemic-induced contraction: This refers to the economic decline that occurred as a result of the 

COVID-19 pandemic.
• Inflation: This is the rate at which the general level of prices for goods and services is increasing.
• Geopolitical strife: This is conflict between nations or regions that is caused by political, economic, or 

strategic factors.
• Policy rate hikes: This refers to when central banks raise interest rates to control inflation.
• Flight of capital: This refers to when investors move their money out of one country and into another.
• Financial contagion: This refers to the spread of financial problems from one country or region to an-

other.
• Current account deficit: This occurs when a country imports more goods and services than it exports.
• Emerging markets: These are economies that are in the process of rapid growth and development.
• Capital Expenditure: This refers to money spent by businesses to purchase or improve assets such as 

buildings, equipment, or technology.
• Structural capex: This refers to capital expenditures that are designed to improve the long-term produc-

tivity and efficiency of an economy.
• GDP contraction: This refers to a decline in a country’s gross domestic product, which measures the 

total value of goods and services produced in a country.
• V-shaped recovery: This refers to a rapid economic recovery that follows a sharp decline.
• Fiscal stimulus package: This is a government policy that involves increasing government spending or 

cutting taxes to stimulate economic growth.
• Depreciation: This is a decrease in the value of a currency relative to other currencies.
• Resilience: This refers to the ability of an economy to recover from a crisis or shock.
• Private consumption: This refers to the amount of goods and services purchased by households.

Trends
• Inflation: Inflationary pressures rose from 6% in Feb 2022 to 7.8% in Apr 2022 and stayed near that till 

Aug.
• Global growth: The IMF lowered global growth forecasts for 2022 and 2023 in its October 2022 update 

of the World Economic Outlook. It cut 2023 growth projections by 0.2% to 2.7%.
• Indian growth: Despite challenges, agencies worldwide continue to project India as the fastest-growing 

major economy at 6.5-7.0 per cent in FY23.
• Private consumption: 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.
• Urban unemployment rate: as per PLFS, it declined from 9.8% in Q3 2021 to 7.2% in Q3 2022.
• 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.

• Rupee depreciation: Rupee depreciated 8.8% between Apr-Dec 2022 with rate hike cycle.
• Current account deficit: Current account deficit in July-Sept rose sharply to 4.4% of GDP.
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CHAPTER -2
Glossary

• Balance sheet stress: A situation in which an entity’s financial obligations exceed its assets, leading to 
financial distress.

• Demographic dividend: The economic growth potential that can arise when a country’s population has 
a large proportion of working-age individuals.

• Discoms: Short for distribution companies, which are entities responsible for distributing electricity to 
consumers.

• Formalisation: The process of bringing informal economic activity into the formal sector, typically by 
registering businesses or workers with the government.

• Medium term: Refers to a time horizon of several years, typically between 3 and 5 years.
• Public sector asset monetisation: The process of selling government-owned assets (long-term leasing in 

India), such as land or infrastructure, to generate revenue.
• Real GDP growth: The rate at which a country’s gross domestic product (GDP) is growing after adjusting 

for inflation.
• Sovereign credit rating: An assessment of a country’s ability to meet its financial obligations, typically 

issued by credit rating agencies.
• Twenty-first-century challenges: Refers to contemporary issues or problems, such as climate change, 

energy transition, and digital transformation.

Trends
• Capital Expenditure (Capex): The Capex cycle in India has been weak in the last decade, with a decline 

in Capex-GDP ratio from 7.2% in 2011-12 to 4.2% in 2019-20.
• Gross Fixed Capital Formation: The gross fixed capital formation (GFCF) in the economy has been de-

clining from the highs of 33.6% of GDP in FY12 to a low of 27.8% in FY19.
• Potential GDP Growth: The potential GDP growth can rise to 7-8 per cent per annum in the medium 

term if the other reforms are pursued in the coming years.

CHAPTER - 3
Glossary

• Fiscal consolidation: A policy aimed at reducing the fiscal deficit and debt levels of a government.
• Fiscal deficit: The difference between government spending and revenue.
• General government finances: An overview of the fiscal position of the government sector as a whole.
• Tax buoyancy: It is an indicator to measure efficiency and responsiveness of revenue mobilization in 

response to growth in the Gross domestic product or National income.
• Interest rate growth differential (IRGD): It refers to the difference between the growth rate of an econ-

omy and the interest rate on its debt.
• Nominal GDP: The value of goods and services produced within a country, calculated at current prices.
• Financial system stress: A condition where the financial system of a country is under pressure due to 

factors such as a lack of liquidity or solvency issues.
• Consolidated Sinking Fund (CSF): It is a reserve fund set aside by the Reserve Bank of India (RBI) to re-

pay debts. The fund was established in 1999-2000, after a proposal by the Tenth Finance Commission to 
amortize open market credits used by the State Governments.

• Risk premium: The additional return demanded by investors for bearing higher risk in an investment. It 
is the difference between the expected return on a riskier investment and the risk-free rate of return.

• Emerging market and developing economies (EMDE): A group of countries classified by the Interna-
tional Monetary Fund (IMF) as having lower to middle per capita income levels, undergoing rapid eco-
nomic growth, and transitioning from traditional to modern economies. This group includes countries 
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such as India, China, Brazil, and many others.

Trends
• Government Debt to GDP ratio: The Debt to GDP ratio increased from 75.7 per cent of end-March 2020 

to 89.6 per cent at the end of the pandemic year FY21. It is estimated to decline to 84.5 per cent of GDP 
by end-March 2022.

• Trends in inflation: CPI inflation increased from 4.8% in November 2020 to 7.6% in July 2021. WPI infla-
tion increased from 1.3% in November 2020 to 10.5% in July 2021.

• Trends in forex reserves: Forex reserves increased from USD 461.2 billion as of end-March 2020 to USD 
620.6 billion as of end-June 2021.

• Trends in fiscal deficit: The fiscal deficit of the Central Government for FY21 is estimated to be 9.3% of 
GDP, which is higher than the budget estimate of 3.5%. The fiscal deficit is estimated to be 6.8% of GDP 
in FY22 (BE).

• Government capital expenditure: Capital expenditure of the Government increased from INR 4.39 lakh 
crore in FY15 to INR 5.54 lakh crore in FY19, and further to INR 5.95 lakh crore in FY20. It is estimated to 
increase to INR 6.49 lakh crore in FY22.

CHAPTER - 4

Glossary
• Monetary tightening: A contractionary monetary policy that aims to reduce inflation by decreasing the 

money supply and increasing interest rates.
• Policy rates: The interest rates set by central banks that influence the cost of borrowing money for com-

mercial banks and, in turn, affect the borrowing costs of businesses and individuals.
• Repo rate: The rate at which the central bank lends money to commercial banks.
• Reverse repo rate: The rate at which the central bank borrows money from commercial banks.
• Bond yields: The return on investment of a bond, expressed as a percentage of the bond’s face value.
• Non-food credit offtake: The amount of loans extended by commercial banks to the non-food sector, 

such as loans for housing, automobiles, and personal loans.
• Scheduled commercial banks (SCBs): Banks that are licensed to operate by the Reserve Bank of India 

and follow specific guidelines set by the central bank.
• Corporate Insolvency Resolution Process (CIRP): CIRP is the process of resolving the corporate insol-

vency of a corporate debtor in accordance with the provisions of the Code.
• Resource mobilisation: The process of raising funds from various sources, such as banks, capital mar-

kets, and private investors.
• Insurance penetration: The percentage of a population covered by insurance policies.
• Assets under management (AuM): The total value of assets managed by a financial institution, such as 

a mutual fund or a pension fund.

Trends
• Monetary Policy: The Monetary Policy Committee (MPC) maintained a status quo on the policy repo 

rate between May 2020 and Feb 2022 after a 115 basis points reduction. However, sensing a serious 
risk to price stability, the MPC initiated the monetary tightening cycle in April 2022 and implemented a 
cumulative hike of 225 basis points.

• Monetary bases: 
	Reserve money (M0) increased by 10.3% YoY as of 30th December 2022, mainly driven by 

bankers’ deposits with the RBI, with an increase in the CRR. 
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	Broad money stock (M3) increased by 8.7% YoY, driven by aggregate deposits and bank credit 
to the commercial sector.

• Liquidity absorption: The daily net liquidity absorption averaged ₹2.5 lakh crore during FY23, down 
from ₹6.7 lakh crore in FY22. 

• Asset Quality: The asset quality of scheduled commercial banks (SCBs) has been improving, with a de-
crease in Gross Non-Performing Assets (GNPAs) from 8.2% in March 2020 to a seven-year low of 5.0% 
in September 2022, and Net Non-Performing Assets (NNPAs) dropping to a ten-year low of 1.3% of total 
assets.

• Debt market: The amount of capital mobilized by the issuance of debt securities in the primary market 
increased by 5% in April-November 2022 y-o-y.

• Public issues: It increased by 10% compared to the same period last year, but the amount raised de-
creased by 27%.

• FPI Outflow: Overall, there has been a net FPI outflow of ₹16,153 crore at the end of December 2022, 
with both the equity and debt segments seeing outflows.

CHAPTER - 5
Glossary

• Fiscal policy: The use of government spending and taxation to influence the economy, including mea-
sures to increase economic growth, promote employment, and control inflation.

• Real interest rate: The rate of interest adjusted for inflation.
• CPI (Consumer Price Index): A measure of the average price level of a basket of goods and services 

consumed by households.
• WPI (Wholesale Price Index): A measure of the average price level of a basket of goods traded in whole-

sale markets.
• Liquidity infusion facility scheme: A scheme launched in 2019 to support Housing Finance Companies 

(HFCs) in creating individual housing loan portfolios that fall under the priority sector, as defined by the 
RBI.

Trends
• Inflation rates: both CPI-C and WPI have fallen below 6%, which is the RBI tolerance limit for CPI-C, and 

are on a descending slope after surging in the first half of the current fiscal year. The RBI projects CPI 
inflation for Q1-FY24 at 5.0% and for Q2-FY24 at 5.4% on the assumption of a normal monsoon.

• Current account balance: India’s current account balance has turned into a surplus of 0.9% of GDP in 
H1-FY22, driven by a decline in the trade deficit, higher net invisible receipts, and lower outgo of invest-
ment income.

• Fiscal deficit: India’s fiscal deficit is estimated to be 6.8% of GDP in FY22, which is higher than the gov-
ernment’s target of 6.5% but lower than the previous year’s level of 9.3%.

• Foreign exchange reserves: India’s foreign exchange reserves have reached an all-time high of $642.5 
billion as of November 2022, which provides a comfortable buffer against external shocks.

• Inflation in the healthcare sector: the retail prices of 2,196 formulations have been fixed under the 
DPCO, 2013, and that the Pradhan Mantri Bhartiya Janaushadhi Pariyojana (PMBJP) has been launched 
to make quality generic medicines available at affordable prices to all.
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CHAPTER - 6
Glossary

• Social Sector: The sector of an economy focused on the welfare and wellbeing of people, such as edu-
cation, healthcare, and social services.

• Digital Divide: The gap between those who have access to digital technologies and those who do not.
• DBT: Direct Benefit Transfer. A scheme launched by the government to transfer subsidies directly to the 

beneficiaries’ bank accounts.
• JAM: Jan Dhan-Aadhaar-Mobile. A combination of three schemes - Jan Dhan Yojana, Aadhaar, and mo-

bile phones - to improve the effectiveness of government welfare schemes.
• e-governance: The use of information and communication technology (ICT) to provide government ser-

vices and information to citizens.
• GeM: Government e-Marketplace. An online platform created by the Government of India to facilitate 

procurement of goods and services by government departments and agencies.
• UPI: Unified Payments Interface. A real-time payment system launched by the National Payments Cor-

poration of India to enable easy and instant money transfers between bank accounts.
• SVAMITVA Scheme: A Central Sector Scheme launched by the Government of India to provide the ‘Re-

cord of Rights’ to village household owners possessing houses in inhabited rural areas.
• UN SDGs: United Nations Sustainable Development Goals. A set of 17 global goals adopted by the Unit-

ed Nations General Assembly in 2015 to be achieved by 2030.

Trends
• Human development: 

	India has made significant progress in social sector development, with the HDI increasing from 
0.427 in 1990 to 0.645 in 2019.

	The country has also made considerable progress in reducing poverty, with the poverty rate 
declining from 55% in 1973 to 23% in 2012.

	The percentage of households with access to improved sources of drinking water increased 
from 72% in 1992-93 to 94% in 2017-18.

• Health: 
	India’s total fertility rate has declined from 5.9 in 1951 to 2.2 in 2018.
	The maternal mortality ratio has declined from 556 per 100,000 live births in 1990 to 113 per 

100,000 live births in 2016.
	Under-five mortality rate has declined from 114 in 1990 to 34 in 2019.

•	 Education:

	India has achieved universal primary education with a net enrolment rate of 99.2% (6.53)
	Gross enrolment ratio in secondary education has increased from 52% in 2010 to 80% in 2019.
	The government expenditure on education has increased from 3.1% of GDP in 2012-13 to 4.6% 

of GDP in 2019-20.

CHAPTER - 7

Glossary
• Climate change: A long-term change in the average weather patterns that have come to define Earth’s 

local, regional and global climates.
• Greenhouse gases (GHGs): A group of gases that include carbon dioxide, methane, and nitrous oxide, 

among others. These gases trap heat in the Earth’s atmosphere and contribute to global warming and 
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climate change.
• Renewable energy: Energy obtained from natural sources that can be replenished over time, such as 

solar, wind, hydro, geothermal, and biomass.
• Carbon pricing: A policy that puts a price on the carbon emissions that result from the use of fossil fuels, 

encouraging a shift to cleaner energy sources.
• Circular economy: An economic model that aims to eliminate waste and keep resources in use for as 

long as possible by recycling, repurposing, and reusing products and materials.
• Extended Producer Responsibility (EPR): A policy that makes producers responsible for the entire life 

cycle of their products, including the disposal and recycling of waste products.
• Sustainable finance: Financial investments that take into account environmental, social, and gover-

nance factors, as well as traditional financial criteria.
• Climate finance: Financial resources provided to developing countries by developed countries to help 

them mitigate and adapt to the impacts of climate change.
• Critical minerals: Minerals that are essential for the production of clean energy technologies, such as 

lithium, cobalt, and nickel.

Trends
• Renewable energy: The installed capacity of renewable energy sources (RES) in India has increased sig-

nificantly from 35.5 GW in 2014 to 100.78 GW in 2021. This represents a compound annual growth rate 
(CAGR) of 14.33% over the past seven years.

• Share in total capacity: The share of non-fossil fuel capacity in the total installed capacity has increased 
from 30% in 2014 to 39% in 2021.

• Emissions: In 2020, India was the world’s third-largest emitter of greenhouse gases (GHG), accounting 
for 7% of the global emissions.

• Cost: The cost of solar and wind power has decreased by 85% and 66%, respectively, since 2010, making 
them more competitive with fossil fuel-based power sources.

• EV adoption: India has launched various schemes to promote the use of electric vehicles (EVs), such as 
the Faster Adoption and Manufacturing of Electric Vehicles (FAME) scheme, which has resulted in the 
sale of over 5 lakh EVs in India.

CHAPTER - 8

Glossary
• Agriculture Sector: The sector that encompasses all activities related to crop and livestock production, 

as well as fisheries, forestry, and related activities.
• Credit Delivery: The process of providing loans or credit to farmers and other stakeholders in the agri-

culture sector.
• Institutional Credit: The provision of credit and other financial services through formal institutions such 

as banks, credit unions, and microfinance institutions.
• Horticulture Sector: The sector that includes the cultivation of fruits, vegetables, flowers, spices, and 

medicinal and aromatic plants.
• Allied Activities: Activities related to the agriculture sector, such as beekeeping, poultry, dairy, and fish-

ery, that provide additional income opportunities to farmers.
• Food Processing Sector: The sector that involves transforming raw agricultural products into processed 

food and beverages for consumption.
• FPOs: Farmer Producer Organizations, a group of farmers who come together to form a business entity 

to collectively undertake agriculture-related activities.
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• PLI: Production Linked Incentive, a government scheme in India that provides incentives to boost do-
mestic manufacturing and promote exports.

Trends
•	 Agriculture’s Contribution to GDP: The agriculture sector contributes about 17% to India’s GDP.

• Crop Diversification: The share of horticulture crops in the total crop production has increased from 
11.5% in 2001-02 to 16.5% in 2019-20.

• Food Processing Industry: The food processing industry in India is growing at an average annual growth 
rate of 8.4% and has the potential to double its share in the country’s GDP from the current 8% to 16%.

• Credit Delivery: The total institutional credit flow to agriculture has increased from Rs 8.5 lakh crore in 
2014-15 to Rs 13.4 lakh crore in 2019-20.

• Irrigation: The net irrigated area in the country has increased from 64.5 million hectares in 2014-15 to 
71 million hectares in 2019-20.

• Mechanization: The adoption of farm machinery has increased from 40% in 2010-11 to 45% in 2015-16.
• Exports: India’s agricultural exports have increased from $32 billion in 2013-14 to $41.3 billion in 2019-

20.
• PM-KISAN: The Pradhan Mantri Kisan Samman Nidhi (PM-KISAN) scheme has benefited over 11 crore 

farmers since its launch in 2019, with a total disbursal of over Rs 1.15 lakh crore.
• Farmer Producer Organizations (FPOs): As of January 2021, there are more than 10,000 registered FPOs 

in the country, with a membership of over 20 lakh farmers.

CHAPTER - 9

Glossary
• GFCF (Gross Fixed Capital Formation): It refers to the total amount of investment made in the produc-

tion of fixed capital goods over a given period of time. It includes expenditures on machinery, buildings, 
infrastructure, and other assets used in the production process.

• GVA (Gross Value Added): It measures the economic value generated by a producer or a sector of the 
economy. It is calculated as the total output value minus the cost of intermediate inputs.

• PMI (Purchasing Managers’ Index): It is an indicator of economic health for manufacturing and service 
sectors. It is based on a survey of purchasing managers who are asked to rate the level of business con-
ditions, including new orders, production, employment, and prices.

• GII (Global Innovation Index): It measures a country’s capacity for innovation based on several indica-
tors such as human capital, research and development, market sophistication, and creative outputs. It 
is published annually by the World Intellectual Property Organization.

• Comprehensive Telecom Development Plan (CTDP): A government initiative aimed at expanding tele-
communications infrastructure in rural and remote areas of India.

• Universal Service Obligation Fund (USOF): A government fund aimed at promoting the spread of tele-
communications services to rural and remote areas.

• Right of Way Rules: This is a right under which a telecom infrastructure provider will be facilitated the 
use of public property upon application.

Trends
• Overall Gross Value Added (GVA) by the industrial sector rose by 3.7%, higher than the average growth 

of 2.8% achieved in the first half of the last decade.
• Growth: In FY23, the industry sector had modest growth of 4.1% due to input cost-push pressures, sup-

ply chain disruptions, and the China lockdown.
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• Personal final consumption expenditure (PFCE): as a share of GDP in H1 of FY23 was the highest since 
FY15.

• MSME credit: their share in gross credit offtake to industry rose from 17.7% in January 2020 to 23.7% 
in November 2022.

• FDI: equity inflows in the manufacturing sector have been steadily increasing over the last few years, 
with a jump from US$ 12.1 billion to US$ 21.3 billion in FY22

• Electronics export: It stood at $13.8 billion in FY23 as against $8.9 billion in the previous year.

CHAPTER - 10

Glossary
• Non-Banking Financial Company (NBFC): A type of financial institution that provides banking services 

without holding a banking license.
• Financial Information Provider (FIP): An entity that enrols themselves on AA framework, such as bank-

ing companies, non-banking financial companies, asset management companies, depositories, deposi-
tory participants, insurance companies, insurance repositories, pension funds, etc.

• Financial Information User (FIU): An entity that is registered with and regulated by any financial sector 
regulator and enrols themselves on AA framework.

• Account Aggregator (AA): A Non-Banking Financial Company (NBFC) that retrieves or collects financial 
information pertaining to the customer with their explicit consent and transfers data from one financial 
institution to another based on an individual’s instruction and consent.

• Master Direction: Guidelines issued by the Reserve Bank of India (RBI) for the regulation of various 
financial services.

• Insolvency and Bankruptcy Board of India (IBBI): A regulatory body that oversees the insolvency and 
bankruptcy processes in India.

• National e-Governance Services Limited (NeSL): An information utility registered with and regulated by 
the Insolvency and Bankruptcy Board of India under the aegis of the IBC 2016.

• Digital Document Execution (DDE) platform: An online platform introduced by National e-Governance 
Services Limited (NeSL) for the dematerialisation of documents.

Trends
• Recovery: The services sector rebounded quickly in FY22, growing YoY at 8.4%, compared to a contrac-

tion of 7.8% in the previous financial year.
• Contact services: The contact-intensive services sub-sector, which includes tourism, retail trade, hotel, 

entertainment, and recreation, fully recovered from the pre-pandemic level in Q2 of FY23, registering 
sequential growth of 16%.

• Service exports: India is among the top ten services exporting countries in 2021, and its services exports 
have remained resilient during the Covid-19 pandemic and geopolitical uncertainties, driven by higher 
demand for digital support, cloud services, and infrastructure modernization.

• Credit to the services sector: It has grown significantly since October 2021, with credit to wholesale and 
retail trade increasing by 10.2% and 21.9% in November 2022, respectively. 

• Other sector credit: Credit to NBFCs grew by 32.9%, but credit to the shipping and aviation sector de-
clined in November 2022.

• FDI: India received the highest-ever FDI inflows of US$ 84.8 billion in FY22, including US$ 7.1 billion FDI 
equity inflows in the services sector. 
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CHAPTER - 11

Glossary
• CAD: Current Account Deficit is the difference between the value of exports and the value of imports.
• FDI: Foreign Direct Investment is a form of investment where a company invests in another company or 

sets up its own operations in a foreign country.
• FPI: Foreign Portfolio Investment is a type of investment where investors purchase securities, such as 

stocks and bonds, in a foreign country.
• FTAs: Free Trade Agreements are agreements between two or more countries to reduce or eliminate 

trade barriers between them.
• Merchandise exports: The goods that a country exports to other countries.
• Remittances: Money that is sent by migrants working in foreign countries to their home countries.
• Shock absorbers: Policies or economic indicators that can help absorb the impact of economic shocks 

or crises.
• Vulnerability indicators: Economic indicators that show how vulnerable a country is to external eco-

nomic shocks or crises.

Trends
• Current account deficit: For the period H1FY23, India recorded a CAD of 3.3% of GDP, compared to 0.2% 

in H1FY22.
• Exports: in Merchandise and Services combined in April-December 2022 are estimated to be US$ 568.6 

billion, exhibiting a positive growth of 16.1% over the same period last year.
• Imports: in April-December 2022 are estimated to be US$ 686.7 billion, displaying a positive growth of 

25.6% over the same period last year.
• Trade-to-GDP: India’s external sector has been resilient, with trade as a percentage of GDP increasing 

from 12-15% in the 1980s to 25-50% in the 2000s.
• India’s services exports stood at US$ 254.5 billion in FY22, recording a growth of 23.5% over FY21, with 

software and business services comprising over 60% of total services exports.
• Forex: Depletion of foreign exchange reserves on BoP basis to the tune of US$25.8 billion in H1FY23 but 

have recovered since then. India’s foreign exchange reserves stood at US$532.7 billion as of end-Sep-
tember 2022, covering 8.8 months of imports.

• India’s external debt: It grew by 1.3% to US$ 610.5 billion as of end-September 2022, but external debt 
as a ratio to GDP decreased to 19.2% from 20.3% a year ago. 

CHAPTER - 12

Glossary
• Infrastructure: The basic physical and organizational structures and facilities needed for the operation 

of a society or enterprise.
• Logistics: The detailed organization and implementation of a complex operation, such as a military op-

eration or a large-scale event.
• Supply Chain: The sequence of processes involved in the production and distribution of a commodity, 

typically including raw materials, manufacturing, transportation, and distribution to the end user.
• Digital Infrastructure: The underlying technical framework that supports digital services, including com-

munication networks, data storage systems, and cloud computing platforms.
• 5G: The fifth generation of wireless technology for cellular networks, offering faster data transfer speeds 

and lower latency.
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• IoT (Internet of Things): A system of interconnected devices, objects, and machines that communicate 
and exchange data with each other over the internet.

• Last-Mile Connectivity: The final leg of the telecommunications network that connects the end-user to 
the main network.

• Digital Inclusion: The ability of individuals and communities to access and use digital technologies and 
services regardless of their socioeconomic status or geographic location.

Trends
• PPP projects: The appraisal committee has cleared 79 projects with a total cost of ₹2,27,268.1 crore 

from FY15 to FY23.
• Viability gap funding: From 2014-15 to 2022-23, a Total Viability Gap Funding approval of ₹5813.6 crore 

(Both GoI & State Share) has been provided.
• Asset monetisation: Against the monetisation target of ₹0.9 lakh crore in FY22, ₹0.97 lakh crore have 

been achieved during the period.
• Logistics costs: In India, they have been higher than the global benchmark (14-18% in India vs. 8% of 

GDP in other major economies).
• National highways: The construction of national highways and roads has increased over time, with 

10,457 km of roads constructed in FY22 compared to 6,061 km in FY16.
• Port Capacity: The capacity of major ports in India has increased from 871.5 MTPA in March 2014 to 

1534.9 MTPA in March 2022, and they handled 720.1 MT traffic during FY22. 
• Inland waterways: The cargo movement on National Waterways achieved an all-time high of 108.8 mil-

lion tons during FY22, recording 30.1% growth compared to the previous year.
• UPI: In FY19, UPI accounted for 17% of the country’s total 3,100 crore digital transactions. While In FY22, 

it accounted for 52% of the total 8,840 crore digital transactions.


