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CHAPTER 1: State of the Economy in 2018-19:  A Macro View 
 

 India continued to be the fastest growing major economy in the world.  
 India maintained its macroeconomic stability by containing inflation within 4 per cent and by 

maintaining a manageable current account deficit to GDP ratio. 
 
Overview: Global Economic Scenario   
 

 The GDP growth for 2018-19 is 6.8 per cent compared to 7.2 per cent in 2017-18. 
 The slowdown in the world economy and Emerging Market and Developing Economies (EMDEs) in 

2018 followed the escalation of US China trade tensions, tighter credit policies in China, and 
financial tightening alongside the normalization of monetary policy in the larger advanced 
economies. 

 India is the seventh largest economy in terms of Gross Domestic Product (GDP) 
 India has emerged as the fastest growing major economy. The average growth rate of India was not 

only higher than China’s during 2014-15 to 2017-18 but much higher than that of other top major 
economies (measured in terms of GDP at current US$ terms) as well. 

 In terms of Purchasing Power Parity (PPP) India ranks third in the world after China and U.S.  
 Index of Industrial Production (IIP) of the manufacturing sector grew at 0.3 per cent in Q4 of 2018-

19, as compared to 7.5 per cent in the same quarter of previous year. 
 Manufacturing sector was affected by the slowdown in the auto sector as well, where the 

production growth for all categories, apart from commercial vehicles declined in 2018- 19. 
 Although growth rate of real GDP was high during the last few years, the coterminous decline in the 

nominal GDP growth from 2010-11 onwards. 
 The gap between nominal and real growth rate has reduced significantly. Thus, the GDP deflator, 

which is a weighted average of Consumer Prices Index (CPI) and the Wholesale Price Index (WPI), 
became smaller. 

 The CPI headline inflation was close to double digits, but gradually declined thereafter to be within 
the target of 4 (+/- 2) per cent. Headline CPI declined to 3.4 per cent in 2018-19 from 3.6 per cent in 
2017-18. 

 Headline WPI inflation stood at 4.3 per cent in 2018-19, higher as compared to 3.0 per cent in 2017-
18. 

 Core Gross Value Added (GVA) (measured as GVA except ‘Agriculture & allied’ activities, and ‘Public 
administration &defence’) shows higher growth than that of overall GVA in 2018-19. 

 The current account deficit (CAD) increased from 1.9 percent of GDP in 2017-18 to 2.6 per cent in 
April December 2018. 

 The widening of the CAD was largely on account of a higher trade deficit driven by rise in 
international crude oil prices. 

 The foreign exchange reserves in nominal terms (including the valuation effects) decreased by US$ 
11.6 billion at end-March 2019 over end-March 2018.  

 Net Foreign Direct Investment (FDI) inflows grew by 14.2 per cent in 2018- 19. Among the top 
sectors attracting FDI equity inflows, services, automobiles and chemicals were the major 
categories. 

 Indian banking sector has been dealing with twin balance sheet problem, which refers to stressed 
corporate and bank balance sheets. The increase in Non-Performing Assets (NPA) of banks led to 
stress on balance sheets of banks, with the Public Sector Banks (PSBs) taking in more stress. 
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Driver of growth 

 Consumption has always been a strong and major driver of growth in the economy. 

 Growth in private final consumption expenditure (PFCE) increased to 8.1 per cent in 2018-19. 

 

 The second component of consumption is the government final consumption expenditure 

(GFCE). Growth of GFCE decelerated from 15.0 per cent in 2017- 18 to 9.2 per cent in 2018-19. 

 The third major component of demand is investment. Investment (Gross Capital Formation) 

accounts for nearly 32 per cent of GDP, within which fixed investment (Gross fixed capital 

formation) accounts for about 29 per cent of GDP. 

 At the sectoral level, investment rates have been declining since 2011-12, though the 

investment rate in services is displaying signs of bottoming out. 

 There has been a decline in savings rate as well, with the household sector entirely contributing 

to the decline. Household savings declined from 23.6 per cent in 2011-12 to 17.2 per cent in 

2017-18. 

 Import prices as compared to export prices in rupee terms increased sharply in 2018-19, vis-à-

vis 2017-18. 
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 India is a net importer, net exports are always negative. However, the growth contribution of 

net exports is positive in many years. In 2018-19, there was improvement in contribution of net 

exports to GDP growth, owing to higher growth of exports and lower growth of imports at 

constant prices as compared to previous year. 

Supply side of the economy 

 Gross Value Added (GVA), reflects the supply or production side of the economy to which net 

indirect taxes on products are added to get GDP at market prices. 

 Real growth in 'Agriculture & allied' sector was lower in 2018-19 at 2.9 per cent. 

 Agriculture sector in India typically goes through cyclical movement in terms of growth and 

production. As per the latest data series, crop sector’s growth rate remains volatile largely because 

of vagaries of nature, although the growth in livestock and fishing has remained stable during the 

past four years.  

 There has been a modest compositional shift within the ‘Agriculture and allied’ sectors i.e., from 

crop to livestock sectors and within crop sector from cereals to horticultural produce. 

 The growth in manufacturing sector picked up in 2018-19, although the momentum slowed down 

towards the end of the financial year with a growth of 3.1 per cent in fourth quarter of the year, as 

compared to 12.1 per cent, 6.9 per cent and 6.4 per cent in first, second and third quarter 

respectively. 

 Service sector is the most dynamic sector in the economy and has remained the key driver of 

economic growth along with being a major contributor to GVA and export basket of the Indian 

economy. 

 Service sector growth declined from 8.1 per cent in 2017-18 to 7.5 per cent in 2018- 19, due to 

decline in the growth in ‘Public administration, defence & other services’ and ‘Trade, hotel & 

transport’ sector. 

 The ‘Financial, real estate and professional services’ sector grew at 7.4 per cent in 2018-19, higher 

as compared to 6.2 per cent in 2017-18. This sector accounts for more than 20 per cent of overall 

GVA of the economy. 

 Union government revenue expenditure net of interest payments grew by 5.6 per cent in 2018-19, 

as compared to 11.3 per cent in the previous year.  

 This is reflected in the growth rate of ‘Public administration, defence and other services’ (which is 

calculated using growth rate of revenue expenditure net of interest payments), declining from 11.9 

per cent in 2017-18 to 8.6 per cent in 2018-19. 

Outlook of the economy 

 The year 2019-20 has delivered a huge political mandate for the government, which augurs well for 

the prospects of high economic growth.  

 Real GDP growth for the year 2019-20 is projected at 7 per cent, reflecting a recovery in the 

economy after a deceleration in the growth momentum throughout 2018-19. 

 Investment rate, which was declining from 2011-12 seems to have bottomed out. It is expected to 

pick up further in the year 2019-20. 
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 The oil prices increased in 2018-19 by around 14 $/bbl. However, oil prices are expected to decline 

in 2019-20 from the current level (based on the oil futures price for 2019-20). This should provide a 

positive push to consumption. 

 The meteorological department has predicted that the rainfall over the country as a whole is likely 

to be near normal this year. This should lead to improvement in agriculture sector growth. 

However, according to IMD, some regions are expected to receive less than normal rains. 

 Prospects of export growth remain weak for 2019-20 if status quo is maintained. 

 On balance, the prospects of the economy should improve with growth of the economy expected to 

be 7 per cent in 2019-20. 

NOTE: Refer to ANNEX (Page no. 23) for Key data sources and indicators used for each sector during 

different stages of estimation1 of GDP 

 

************************************************************************************ 

CHAPTER 2: FISCAL DEVELOPMENTS 

OBJECTIVE of Budget 2018-19 

 Fiscal consolidation with introduction of a new fiscal targeting framework. 

 Revenue augmentation and expenditure reprioritization and rationalization. 

 Broadening and deepening the direct tax base and stabilization of Goods and Services tax. 

 Achieving fiscal deficit of 3 percent of GDP by FY 2020-11 and Central government debt to 40% of 

GDP by 2024-25 

Key points: 

 Fiscal policy aimed to reach the fiscal deficit target of 3.3% of GDP in 2018-19 budget estimates 

with projections of 2019-20 at 3.1% and 3.0% respectively. 

 Debt-GDP ratio of central government was projected at 48.8% at end March 2019. It is targeted to 

decline to 46.7% by end March 2020 and 44.6% by end March 2021. 

 FY 2018-19 ended with fiscal deficit at 3.4 per cent of GDP and debt to GDP ratio of 44.5 per cent 

(Provisional). 
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Central government finances 

 Major fiscal indicators of the Central Government- The changes in the Central Govt. finances 

include improvement in the tax to GDP ratio, significant consolidation of revenue expenditure and 

gradual tilt towards capital spending over the years.  

Trend in receipts 

 DEBT RECEIPTS: market borrowings and other liabilities 

 NON DEBT RECEIPTS: tax revenue, non-tax revenue, recovery of loans, and disinvestment receipts. 

 The Budget 2018-19 targeted significantly high growth in non-debt receipts of the Central 

Government. 

 Robust growth in net tax revenue and non-tax revenue was noted. 

Tax revenue 

 There was a trend of growth seen in direct taxes due to improved performance of corporate tax. 

But, indirect taxes fell short of budget estimates. 

 This is due to the shortfall in GST revenues. Better tax administration, widening of TDS (Tax 

deduction at source) carried over the years, anti-tax evasion measures and increase in effective tax 

payers base contributed to direct tax buoyancy. 

Non tax revenue 

 Non- tax revenue constitutes about 1.3 per cent of GDP in 2018-19. 

 The receipts from non-tax revenue exceeded the budget estimate. 

 Increased realization from dividends and profits resulted in slight declines in its other components. 
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Non-debt capital receipts 

 Non-debt capital receipts include recovery of loans and advances and disinvestment receipts. 

 The share of recovery of loans declined over the years following disintermediation (reduction in use 

of intermediaries) of loan portion of Central assistance to States consequent to the 

recommendation of the Twelfth Finance Commission, and States were allowed to borrow directly 

from the market. 

 Trends in expenditure- Central Government expenditure on certain items increased significantly. 

 Expenditure on defense, salaries, pensions, interest payments and subsidies account for more than 

sixty per cent of total expenditure. 

 Government has been able   to contain fiscal deficit at 3.4 per cent of GDP through compression of 

Government expenditure. 

 Extra Budgetary Resources (EBR) have also been mobilized to finance infrastructure investment 

since 2016-17. 

Transfers to states 

 Transfer of funds to States comprises of three components: 

 share of States in Central taxes devolved to the States,  

 Finance Commission Grants, and  

 Centrally Sponsored Schemes (CSS), and other transfers. 

 Total transfers to States recorded a rise between 2014-15 and 2018-19, both in absolute terms and 

as a percentage of GDP, 

Central Government Debt 

 Total liabilities of the Central Government include debt contracted against the Consolidated Fund of 

India i.e. Public Debt, and liabilities in the Public Account. 

 Total liabilities of the Central Government as a ratio of GDP, has been consistently declining, 

particularly after the enactment of the FRBM Act, 2003.  This is a result of both fiscal consolidation 

efforts as well as relatively high GDP growth.  

 Most of the public debt has been contracted at fixed interest rate making India’s debt stock 

virtually insulated from interest rate volatility.  

 This lends certainty and stability to budget in terms of interest payments. The proportion of dated 

securities maturing in less than five years has been consistent declining in recent years.                                                                                                                       

STATE FINANCES  

Increase in revenue expenditure 

 The State budgets expanded considerably   in   2017-18   RE   over 2016-17 due to increase in 

revenue expenditure.  
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Decline in loan and advances  

 The loans and advances by the State Governments declined sharply in 2017-18 as a result of 

reduction in loans and advances by States for power projects and food storage and warehousing.  

 The RBI study on State Finances points to the deterioration in fiscal deficit to GDP ratio in 2017-18 

when compared to the budget estimate which occurred due to the increase in revenue expenditure 

mainly resulting from farm loan waiver and pay revisions. 

 Despite rising State’s debt to GDP ratio, interest payment as proportion of revenue receipts has not 

deteriorated. 

General government finances  

 The General Government (Centre plus States) has been on the path of fiscal consolidation and fiscal 

discipline. 

 The combined liabilities of Centre and State declined to 67 per cent of GDP as on end-March 2018 

from 68.5 per cent of GDP as on end-March 2016 

OUTLOOK 

 Several challenges on the fiscal front in 2019-20 include apprehensions of slow growth, which will 

have implications for revenue collections. Also the financial year 2018-19 ended with shortfall in 

GST collections. Therefore, revenue buoyancy of GST will be key to improved resource position of 

both Central and State Governments. 

 US sanctions on oil import from Iran is likely to have impact on oil prices and thereby on the 

petroleum subsidy, apart from implications for current account balances. 

 The Fifteenth Finance Commission will submit its report for next five years beginning April 2020. Its 

recommendation especially on tax devolution will have implications for Central Government 

finances. 

************************************************************************************ 

CHAPTER 3: MONETARY MANAGEMENT AND FINANCIAL INTERMEDIATION 

Preface 

 Due to weak inflation, growth slowdown and softer international monetary conditions there was a 

reversal in monetary policy over the last year, the policy rate was first hiked by 50 bps and later 

reduced by 75 bps. There was an improvement seen in the performance of banking system owing 

to declining NPA ratios and accelerating credit growth.  

 The NBFC sector still shows signs of distress resulting in constrained financial flows to the economy. 

Monetary developments during 2018-2019 

 During 2018-19, Monetary Policy changed significantly. After demonetization of 2016 and 

remonetisation of 2017 growth rate of the monetary aggregates returned to their long term trend.  
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 Aggregate deposits increased owing to stimulation in demand and time deposits with the banking 

system. 

Liquidity conditions and its management  

 Despite the central bank pumping in cash via open market operations and Foreign exchange swaps, 

financial conditions have been tight in the past few months.  

Factors leading to liquidity tightening  

 Though there was recorded growth in bank credit but growth in bank deposits was tepid. 

 Acceleration in growth in currency. 

 In order to smoothen exchange rate volatility RBI had to draw down its foreign exchange reserves. 

 Liquidity crunch also affected short term as well as long term interest rates. 

Development of the G-sec market  

 During 2018-19, the 10-year benchmark g-sec yields changed significantly. Factors affecting the 

yields were- 

 Rising crude oil prices, risks to domestic inflation and currency depreciation hardened yields. 

 Later decline in crude oil prices and OMO purchases announcement led to decreased yields. 

 Measures taken for containing rupee volatility and expectations of lower market borrowings by  

 The central government softened the yields yet again. 

 The 10 year g-sec dropped to 6.97% as on 10 June, 2019. 

Banking Sector  

 The performance of banking sector, particularly public Sector Banks improved in 2018-19 as 

compared to below par performance in 2017-18. During 2018-19: 

 The Gross Non-Performing Advances (GNPA) ratio, Restructured Standard Advances (RSA) and 

Stressed Advances (SA) of Scheduled Commercial Banks (SCBs) decreased. 

 Capital to risk-weighted asset ratio (CRAR) of SCBs increased owing to improvement of CRAR of 

Public sector banks (PSBs). 

 SCB’s Return on Assets (RoA) and Return on Equity (RoE) recorded a decrease during the same 

period.   

Credit Growth 

 There was an improvement in non-food bank credit (NFC)  in 2018-19 as compared to sluggish 

growth in the last few years. This was resulted from Bank credit to large industry and service sector. 

 But the speed of credit growth moderated in the later period due to deceleration in the services 

sector. 

Non-banking financial sector 2018-19 

 NBFCs experienced distress in the aftermath of the ratings downgrades and default of IL&FS Group. 



 
 

 

11 

 Government took immediate measures to address the situation. The flow of resources from the 

banking sector to NBFCs improved but later contracted affecting the lending capacity of the sector. 

Knowledge Booster 
 
NON-BANKING FINANCIAL COMPANIES 
 

 Non-banking financial companies (NBFCs) are financial institutions that offer various 
banking services but do not have a banking license. 

 Generally, these institutions are not allowed to take traditional demand deposits—
readily available funds, such as those in checking or savings accounts—from the 
public.  

 Non-Banking Financial Companies (NBFCs) bring in diversity and  efficiency to the 
financial sector and makes it more responsive to the needs  of  the  customers. 

 NBFCs also help commercial sector to make up for low bank credit growth by 
resource mobilization and credit intermediation 

 

 

Development in Capital Market  

 Primary Market during the year 2018-19 witnessed a significant decrease in resource mobilization 

through public issue and rights issue of equity compared to the previous year. 

 Indian corporate preferred private placement route to gear  up the capital requirement. 

 Net inflow in the Mutual Fund industry decreased in 2018-19 as compared to 2017-18. 

 Net inflow by Foreign Portfolio Investments also decreased in 2018-19 as compared to 2017-18. 

 Benchmark indices of Bombay Stock Exchange (BSE) witnessed an increase in its closing value this 

year as compared to last year. 

Insurance Sector  

 The potential and performance of the insurance sector are assessed on the basis of two 

parameters: insurance penetration and insurance density. 

 During 2017-18, the gross direct premium of general insurers (within India) registered 17.6% 

growth as compared to 2016-17. Motor, health and other insurance helped the industry report this 

growth. 

 Life insurance industry also recorded growth in premium income. 

Insolvency and Bankruptcy Code 2016: Resolving corporate stress in a changed paradigm  

 The banking sector has been lately affected by growing NPAs. To address this issue Insolvency and 

Bankruptcy Code 2016 was enacted. The major outcomes are as follows: 

 The Financial Creditors (FC) has been provided with greater role and powers through the 

committee of creditors. 

 Sashakt- Resolution scheme to resolve the problem of NPAs through a market-led approach, was 

introduced in July 2018. 
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 IBC came out as a preferred mode to resolve distressed assets and maximize returns. 

 The IBC enabled the creation of a new cadre of professionals capable of managing stressed 

businesses as a going concern while facilitating an effective resolution. 

 The 2017 amendment to the IBC made some persons ineligible to submit resolution plans viz an 

undercharged insolvent, wilful defaulter; a person disqualified as a director, a convicted person etc. 

This was done to prevent a range of undesirable persons from bidding for the debtor. This will 

prevent promoters from bidding for their own firms. 

Impact of IBC  

 Behavioural change- IBC promoted responsible corporate behavior by encouraging higher 

standards of corporate governance. 

 Increase in the resolution of stressed assets- 

 IBC resulted in increased recovery to lenders as compared to the previous mechanisms. 

 Achievements and recognitions- 

 India improved its ‘Resolving Insolvency’ ranking from 134 in 2014 to 108 in 2019. 

 Research and Training- 

 Various institutes are in the process of establishment for Research and training to meet future 

challenges and help in robust policymaking. 

Reforms Pipeline  

 Cross Border Insolvency- India has initiated the steps to adopt the Model Law for Cross Border 

Insolvency to address its key issues. 

 Group Insolvency-Recognizing the need for a legal framework to deal with insolvency of group 

companies, the IBBI has recently set up a working group to recommend a complete regulatory 

framework to facilitate insolvency resolution and liquidation of debtors in a corporate group. 

 Insolvency and bankruptcy of individuals- A Working Group has been set up by the IBBI to 

recommend the strategy and approach for implementation of the provisions of IBC dealing with 

insolvency and bankruptcy of individuals. 

 Improving NCLT capacity- , the capacity of the NCLT and NCLAT will have to review from time to 

time and necessary infrastructure support provided. 

********************************************************************************** 

 CHAPTER 4: Prices and Inflation 

In the last five years, the economy witnessed a gradual transition from a period of high and variable 

inflation to more stable and low level of inflation.  

Current Trends in Inflation 

 Headline inflation based on the Consumer Price Index – Combined (CPI-C) has been declining 

continuously for the last five years mainly driven by housing as well as fuel and light group. 

 Services inflation has been mainly influenced by health, education, transport and communication. 
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Knowledge Booster  
 
HEADLINE INFLATION  
Headline inflation is a measure of the total inflation within an economy, including 
commodities such as food and energy prices (e.g., oil and gas), which tend to be much more 
volatile and prone to inflationary spikes. 
 

 

 Food inflation based on Consumer Food Price Index fell as low as 0.1% during 2018-19 which was 

the main driver of declining inflation in 2018-19. 

 The food deflation is mainly due to deflation in vegetables, fruits, pulses and products, sugar & 

confectionery and eggs. 

 Food inflation based on Wholesale Price Index also recorded decline over the last two financial 

years. 

 Wholesale Price Inflation Index was 4.3% during 2018-19. 

 The main driver of declining WPI food inflation was deflation in pulses, vegetables, fruits and sugar. 

Core inflation 

 CPI-C based core inflation, which equals CPI excluding the food and fuel group, has remained above 

4 per cent since the start of new series of CPI-C. 

 Refined core inflation that is CPI excluding food and fuel group, petrol & diesel, too is keeping with 

core inflation. 

Knowledge Booster  
 
CORE INFLATION  
 

 Core inflation is the change in the costs of goods and services but does not include 
those from the food and energy sectors. 

 Core Inflation corresponds to the component of inflation that is likely to continue for 
a long period. Thus, core inflation captures the underlying trend of inflation and is, 
therefore, more stable. 

 

 

Rural urban inflation  

The current phase of low inflation is also influenced by low urban and rural inflation. Fall in rural inflation is 

caused by moderation in food inflation. The role of miscellaneous category, i.e. services in determining 

rural inflation has increased. 

ANALYSIS OF COMPONENTS OF SERVICES INFLATION 
 

 Education- Since January 2015 goods components witnessed lower inflation than the 
services as per the monthly Combined CPI data. 

 Health- During 2018-19 services components of health witnessed higher inflation 
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than the goods components but the trend reversed in the last few months. 

 Transport and communication- Services components witnessed higher inflation than 
the goods components within Transport and communication. 

 

 

 HOUSING PRICE INDICES are a broad measure of movement of residential property 
prices observed within a geographical boundary. 

 NHB RESIDEX- First official housing price index launched in July 2007 BY National 
Housing Bank. 

 

 

State wise Inflation  

 Many states witnessed fall in CPI Inflation during 2018-19. The following trend was noted- 

 Inflation in twenty-three States/Union Territories was less than 4% in FY 2018-19. 

 Sixteen states/UTs had inflation rate lower than all India average. 

 Daman and Diu had the lowest inflation. 

Trends in global commodity prices  

 Energy commodity prices continued increasing trend in FY 2018-19 as per commodity prices 

published by the World Bank; average inflation of 22.1% was recorded in 2018-19. 

 Both World Bank food prices as well as Food and Agriculture Organization (FAO) food prices 

recorded deflation during FY 2018-19. 

 WPI based food inflation also recorded decline during 2018-19. 

EFFORTS TO CONTAIN INFLATION 

Controlling Inflation is a key focus area of the Central Government. Measures taken by government to 

control inflation are as follows- 

General measures 

 Issuing of advisories to State Governments to take strict action against hoarding & black marketing, 

especially for commodities in short supply in order to effectively enforce the Essential Commodities 

Act.1955 and the Prevention of Black-marketing and Maintenance of Supplies of Essential 

Commodities Act, 1980. 

 Holding regular review meetings on prices and availability of key commodities at the highest levels 

to take stock of the prevailing price and availability situation and recommend appropriate policy 

intervention. 

 Higher Minimum Support Price for pulses and other crops announced to incentivize production and 

thereby enhancing availability of food items to ultimately moderate prices. 

 Set up of Price Stabilization Fund for procurement of agri-horticultural commodities including 

potatoes, onions and pulses for its release during lean period to improve availability and moderate 

their prices. 
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Specific Measures 

 Onions were released at reasonable prices from the stock procured under PSF to control rise in 

onion prices during lean period. 

 Pulses from the buffer utilized for strategic market intervention for price management, meeting 

institutional requirements. 

 Prohibition on export was withdrawn in April 2018 on all varieties of edible oils, except mustard oil. 

Conclusion  

Headline as well as food inflation was low during the FY 2018-19. There was deflation in prices of pulses, 

vegetables and sugar. Average core inflation was higher than previous year. 

 

  

CHAPTER 5: Sustainable development and climate change 
 
Introduction 
 

 17 Sustainable development goals have been playing a major role in combating climate change and 
is imperative for the global community as a whole. 

 Indias’ climate change policies are also framed around 2030 SDG agendas. 

 Resource efficiency can be a major tool to meet the resource needs of the country at the least 
possible cost to the environment.  

 National Clean Air Program (NCAP) has been launched by the Government as a pan-India, time-
bound, national-level initiative to address the country-wide issues of air pollution in a 
comprehensive manner. 

 
Achieving the SDGs 
 

 Estimates suggest that US$5 to US$7 trillion per year is required for financing these goals 
worldwide and US$3.9 trillion per year in developing countries. However, the current investment in 
developing countries is around US$1.4 trillion leading to a shortfall of US$2.5 trillion per year 
(UNCTAD, 2014). 

 
 
NITI Aayog’s Index to track the progress of states 
 

 NITI Aayog has come up with a single measurable index to track the progress of all the States and 
UTs across 13 out of 17 SDGs (excluding Goal 12, 13, 14 and 17 on account of the unavailability of 
comparable data across States/UTs).  

 This SDG index provides an aggregate assessment of India’s progress. This index helps in informed 
policy formulations as it captures the status of both national and state-level social, economic, and 
environmental parameters across a set of 62 select indicators. 

 The score varies from 0 to 100.  

 States with scores equal to/greater than 65 are considered as Front-Runners (in Green) 
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 Performers (in Yellow) in the range of 50-64 and  

 Aspirants (in Red) if the score is less than 50.  

 States with an index score of 100are classified as Achievers (in Blue) i.e. the states have achieved 
the national target set for 2030. 

 A score of 0 denotes the worst performance.  

 The SDG Index Score ranges between 42 and 69 for States and between 57 and 68 for UTs. 

 India’s growth trajectory for achieving SDG 10 (Reduced Inequality) and SDG 15 (Life on Land) is 
better than other SDGs.  

 
NITI Aayog composite management index 
 

 It has also developed a composite index for each State/UT. 

 It aggregates progress towards each SDG.  

 Kerala and Himachal Pradesh are the front runners amongst all the states with a score of 69.  

 Among the UTs, Chandigarh and Puducherry are the front runners. 
 
Steps taken to save river Ganga: the lifeline of India 
 
NamamiGange Mission 
 

 The mission was launched as a priority program for the period 2015-2020. 

 For effective implementation and proper synchronization with the State and Local Bodies, National 
Mission for Clean Ganga (NMCG) was empowered as an Authority under the Environment 
(Protection) Act, 1986 for fast track implementation. 

 
Major Components of NamamiGange Mission 
 

1. Sewerage Project Management: The policy decision to use the Public-Private Partnership (PPP) 
approach of Hybrid Annuity Model (HAM) and 15 years of long-term Operation & Maintenance 
(O&M) included in the project cost and improved governance through ‘One City One Operator’ 
approach ensured competitive and positive market participation. 

2. Urban Sanitation: 
3. Sewerage Infrastructure: 
4. Industrial Pollution:The compliance of the operational Gross Polluting Industries (GPI) in 2017 as 

against 2018 improved from 39 percent to 76 per cent Online Continuous Effluent Monitoring 
Systems (OCEMS) of all operating GPIs have been connected with the Central Pollution Control 
Board (CPCB) & State Pollution Control Board (SPCB) servers and a system of SMS alerts have been 
initiated to non complying GPIs, district officials and State Project Management Groups (SPMGs). 
zero black liquor discharge has been achieved in the Paper and Pulp industry and in the distillery. 

5.  Water Quality 
6.  River as Public Space 
7.  Rural Sanitation 
8. Ecosystem Conservation: In partnership with the National Institute of Urban Affairs (NIUA), it is 

preparing an Urban River Management Plan to protect and enhance the status of river health 
within the city, to prevent their deterioration and to ensure sustainable use of water resources. 

9. Water Use Efficiency 
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Resource Efficiency (RE) has emerged as one of the key strategies towards the 2030 
Agenda of achieving the SDGs. SDG 12 aims to ‘Ensure Sustainable Consumption and Production Patterns’ 
along with the eight other SDG goals (2, 6, 7, 8, 9, 11, 14 and 15) have a bearing on resource efficiency. 
Sustainable consumption and production is also a priority for the Government of India and is reflected in 
various policies/programme announcements like Make in India, Zero Effect-Zero Defect Scheme, Smart 
Cities, Swachh Bharat, and Ganga Rejuvenation Mission. A resource efficient development approach 
essentially means a transition of the management of natural resources with a progressive minimization of 
waste in both consumption and production processes through various policies and measures. 

 
Indias’ future projections and assessment of priority sector for enhancing Resource efficiency 
 

 As per the NITI Aayog’s Strategy Paper on Resource Efficiency 2017, India consumed 5 billion 
tonnes of biomass, fossil fuels, minerals and metals in 2010 and was the third largest consumer 
after China. 

 It is projected that India’s demand for total material will more than double by 2030 under the 
assumption of continued economic growth of 8 per cent till 2030 and possible slowing down to 5 
per cent thereafter till 2050 and medium growth in population. 

 India would be requiring around 6.5 billion tonnes of minerals in order to sustain the demand of 
growing population  

 Estimates suggest that US$1 billion worth of gold can be extracted with mining of urban e-waste. 
 
 Effective waste management policies can generate 14 lakh jobs. 

 Indian auto industry is the fourth largest in the world (TERI, 2019) and India’s transport sector is 
being dominated by internal combustion engine (ICE) based vehicles.  

 Studies estimate that Indian auto industry will consume around 70-80 million tonnes of iron and 
steel by 2030 which is around 70-80 per cent of the total steel production capacity in India. 

 NITI Aayog’s Status Paper “Circular Economy (CE) and Resource Efficiency (RE)- Current Status and 
Way Forward” has reviewed the status, concerns and opportunities of four focus sectors/areas 
steel, aluminium, e-waste and construction & demolition (C&D) waste in fulfilling the goals of RE. 
The paper suggests a way forward to achieve RE with sustainability of the growth process. 

                     
                      
Six Pillars for a Resource Efficiency Framework in India: 
 

Policy 1. Formulate a national policy on RE for all types of resources. 
2. Formulate a national policy on Sustainable Public Procurement (SPP) to 

minimize consumption of resources 
3. Formulate a national policy for End-of-Life Vehicles (ELVs). 

Programmes and 
Mainstreaming 

1. Mainstream RE initiatives by leveraging existing flagship programmes 
and schemes like Swachh Bharat Abhiyan, Smart Cities, Make in India, 
Start-up India, Digital India and others. 

2.  Industry may leverage Corporate Social Responsibility (CSR), Corporate 
Environmental Responsibility (CER) and Extended Producer 
Responsibility (EPR) for RE initiatives build on the National Chemical 
Management Plan being drafted by the Ministry of Environment, 

3. Forest and Climate Change (MoEF&CC) to develop a strategy, framework 
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and guidelines for the safe and circular management of chemicals. 
4. Leverage the national clean energy and environment fund to finance 

infrastructure, clean technologies and related RE initiatives. 

Regulations 1. Establish a national coordinating body- Bureau of Resource Efficiency 
(BRE) between various ministries to identify, implement and achieve 
national RE goals. 

Setting up a Dynamic 
RecyclingIndustry 

1. Promote the establishment of Material Recovery Facilities (MRFs) with 
the allocation of land in urban areas and industrial estates. 

     2.  Facilitate Urban Local Bodies (ULBs) to undertake urban mining and create 
secure landfills. 
     3. Facilitate the establishment of Producer Responsibility Organizations (PRO) 
    for waste recycling and for engagement with the informal sector. 

R&D and Technology 
Development 

1. Leverage technologies like Artificial Intelligence (AI), robotics, block-
chain etc. for the recycling industry. 

Capacity Development, 
Outreach & Monitoring 

1. Facilitate creation of accredited laboratories that could conduct testing 
(especially for recycled products) as well as provide advisory services. 

 

AIR POLLUTION 
 
 Air pollution is one of the biggest global environmental challenges of today. 
 
Government initiatives 
 

 Government is executing National Air Quality Monitoring Programme (NAMP) covering 312 
cities/towns in 29 states and 6 Union Territories of the country. Under NAMP, four major air 
pollutants viz. Sulphur Dioxide (SO2), Oxides of Nitrogen as NO2, Suspended Particulate Matter 
(PM10) and Fine Particulate Matter (PM2.5) have been identified for regular monitoring at all the 
locations. 

 National Ambient Air Quality Standards (NAAQS) are the standards for ambient air quality with 
reference to various identified pollutant notified by the CPCB under the Air (Prevention and 
Control of Pollution) Act, 1981. 

 CPCB has issued a comprehensive set of directions under Air (Prevention and Control of Pollution) 
Act, 1986 for implementation of forty-two measures to mitigate air pollution in major cities 
including Delhi and National Capital Region (NCR) comprising of action points to counter air 
pollution. 

 The Government has notified a Graded Response Action Plan for Delhi and NCR, which comprises 
of the graded measures for each source framed according to the AQI categories. 

 MoEF&CC has launched NCAP in 2019 as a pan India time bound national level strategy.The 
tentative national level target of 20-30 per cent reduction of PM2.5 and PM10 concentration by 
2024 is proposed under the NCAP with 2017 as the base year for comparison of concentration. 
This will be mid-term five (5) years action plan beginning from 2019. 
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Climate change and India’s Action 
 

 The ultimate objective of the UNFCCC is to stabilize GHG concentration in the atmosphere at a 
level that will prevent dangerous human interference with the climate system, in a time frame 
that allows ecosystems to adapt naturally and enables sustainable development. 

 The year 2018 was the sixth warmest year on record since the nation-wide records commenced in 
1901. 

 National Action Plan on Climate Change (NAPCC), launched in 2008, formulate in the backdrop of 
India’s voluntary commitment to reduce emission intensity of its GDP by 20 to 25 percent by 2020 
over 2005 levels. 

 States/Union Territories have also State Action Plans on Climate Change (SAPCC) in line with the 
NAPCC taking into account State’s specific issues relating to climate change. So far, 33 States/UTs 
have prepared their SAPCCs. 

 Central sector scheme called Climate Change Action Programme (CCAP) has been launched in 
2014 with a total cost of `290 crore, with the objective to build and support capacity at central and 
state levels, strengthening scientific and analytical capacity for climate. 

  A National Adaptation Fund on Climate Change was established in 2015 to meet the cost of 
adaptation to climate change for the State and Union Territories that are particularly vulnerable 
to the adverse effects of climate change. The Scheme will continue till 31 March 2020. 

 The outcomes of these initiatives are reflected in India’s Second Biennial Update Report (BUR) 
submitted to UNFCCC in December 2018 as per the reporting obligations under the Convention. 
The report shows that emission intensity of India’s GDP came down by 21 per cent between 2005 
& 2014 and its achievement of climate goal for pre-2020 period is on track. 

 Total of 2.607 billion tons of CO2 equivalent of GHGs were emitted from all activities (excluding 
Land use, Land-Use Change, and Forestry (LULUCF)) in India. Energy sector accounted for 73 per 
cent, Industrial Processes and Product Use (IPPU) 8 percent, agriculture 16 per cent and waste 
sector 3 percent. About 12 percent of emissions were offset by the carbon sink action of forestland, 
cropland and settlements 

 India stands at 11th position in global country ranking and accounts for 33 percent of the 
Certified Climate bonds by number in emerging markets. 

 

INTERNATIONAL SOLAR ALLIANCE (ISA) 

 ISA is the first treaty-based International Intergovernmental Organization launched by 
India and France on 30 November, 2015 in Paris and entered into force on 6 
December, 2017. 

 As on June 2019, 75 countries have signed and out of which, 52 countries have ratified 
the ISA Framework Agreement.  

 The first Assembly of the ISA was convened on October 3, 2018. ISA’s motto is, “let us 
together make the sun brighter”. 

 ISA has launched five programmes so far: 1) ScalingSolar Applications for Agriculture 
Use; 2) Affordable Finance at Scale; 3) Scaling Solar Mini Grids; 4) Scaling Solar 
Rooftop, and 5)Scaling Solar in E-mobility and Storage. 

 Also, the World Bank and the AgenceFrançaise de Dévelopment (AFD) are developing 
a joint Global Solar Risk Mitigation Initiative (SRMI), an integrated approach to tackle 
policy, technical and financial issues. 

 The ISA is also working with the European Investment Bank and the EU Commission to 
launch an off-grid fund, initially for four Asian member countries of the ISA, to rapidly 
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*************************************************************************************** 
 

Chapter 6: External Sector 
 
Introduction 
 

 The current account deficit of the country is projected at 2.4 per cent of GDP in 2018-19, up from 
1.8 per cent in 2017-18, 

 The widening of the current account deficit is due to a deterioration of the trade deficit from 6.0 
percent of GDP to 6.7 percent across the two years. 

 The total liabilities-to-GDP ratio, inclusive of both debt and non-debt components, has declined 
from 43 percent in 2015 to about 38 per cent at end of 2018.  

 The share of foreign direct investment has increased and that of net portfolio investment has 
decreased in total liabilities, this reflects a transition to more stable sources of funding the current 
account deficit. 

 In sum, although the current account deficit to GDP ratio has started to increase lately, the external 
indebtedness continues to be on a declining path. 

 India’s foreign exchange reserves continues to be in excess of US$400 billion. 

 The Real Effective Exchange Rate also depreciated in 2018-19 making India’s exports potentially 
more competitive. 

 The exchange rate in 2018-19 has been more volatile than in 2017-18, mainly due to volatility in 
crude prices, but not much due to net portfolio flows. 

 The composition of India’s exports and import basket has almost remained unchanged in 2018-19 
over 2017-18. 

 Petroleum products, precious stones, drug formulations, gold and other precious metals continue 
to be top export items. 

 Crude petroleum, pearl, precious, semi-precious stones and gold remain as top import items. 
India’s main trading partners continue to be the US, China, Hong Kong, the UAE and Saudi Arabia. 

 
Global economic environment 
 

 The World Economic Outlook (WEO) has projected growth in world output at 3.3 per cent in 2019, 
down from 3.6 percent obtained in 2018. 

 WTO has also stated that world trade growth in 2018 at 3 percent has been much below the 
growth rate of 4.6 per cent in 2017 following the introduction of new and retaliatory measures 
around the world that by affecting widely traded goods has caused weaker global economic growth 
and volatility in financial markets. 

scale up to Africa and Latin America. 

 ISA Solar Award has been instituted for Solar Scientists doing extraordinary work 
across ISA countries with a onetime corpus contribution of US$1.5 million from the 
Government of Haryana. 
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 World commercial services on the other hand recorded a strong growth of 7.7 per cent in 2018 
but were still lower than 8.4 per cent in 2017. 

 There is shifting of the consumption hub of the world from the advanced to the less advanced 
countries. 

 
INDIA’S BALANCE OF PAYMENTS DEVELOPMENTS 
 

 The increase in CAD is driven by increasing merchandise trade deficit. 

 Merchandise exports and imports in the global context appears that growth of India’s 
merchandise imports fell on the back of lower GDP growth in 2018-19 among other factors while 
slower growth of merchandize exports may have resulted from slower growth of world output 
and trade. 

 India is more dependent on Petroleum and Oil Lubricants (POL) imports than the world is on India’s 
POL exports. 

 Net Private Transfer receipts, mainly representing remittances by Indians employed overseas, 
increased by 12.4 percent in 2018-19 (P) as compared to 11.5 percent in 2017-18 and 10.6 per cent 
in 2016-17. Improved income conditions in the Gulf countries with rise in oil prices, might have led 
to this rise in remittances as a significant portion of remittances are sourced from these countries.  

 According to the World Bank (April 2019), India remained a top remittance recipient country in 
2018, followed by China, Mexico, the Philippines, and Egypt, with remittance inflows peaking at all-
time high at US$78.6 billion. 

 As a proportion of GDP, net FDIfell from 1.6 percent in 2016-17 to 1.1 percent in 2017-18, before 
rising to 1.2 percent in 2018-19. 

 The reduced dependency on FPIs to fund CAD in recent times is also reflected in the fact that 
growth of forex reserves in the country bears no correlation with movements in net FPI. 

 Among the major economies running current account deficit, India is the largest foreign exchange 
reserve holder and eighth largest among all countries of the world. 

 
External Debt 
 

 International comparison of external debt based on World Bank data shows that among the top 
twenty developing debtor countries in 2017, India’s external debt to Gross National Income (GNI) 
ratio at 19.8 percent was fourth lowest, while China continues to have the lowest ratio of 14 
percent. 

 As per the World Bank data India is the third largest debtor country (in absolute amounts) among 
developing countries (after China and Brazil), its average-age of debt is much higher given that its 
ratio of short-term debt to total debt is only about 19.0 while that of China is 69 per cent. Higher 
age of debt reduces the rollover risk. 
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Net International Investment Position 
 
 The International Investment Position (IIP) is a statistical statement that shows at a 

point in time the value of financial assets of residents of an economy that are claims 
on non-residents or are gold bullion held as reserve assets; and the liabilities of 
residents of an economy to non-residents (International Monetary Fund (IMF)).  

 
 The difference between the assets and liabilities is the net position in the IIP and 

represents either a net claim on or a net liability to the rest of the world. A positive 
NIIP value indicates a nation is a creditor nation, while a negative value indicates it is a 
debtor nation. 

 
 Among the top ten economies having Net IIP deficit in 2018, the United States is 

ranked first followed by Spain (US$1.1 trillion) and Australia (US$0.7 trillion) (Figure 
19). India’s net international investment deficit is the eighth highest in 2018. 

 
 Net IIP of India from 2011 till 2018, on account of consistent increase in IIP liabilities 

over the corresponding period of time. 

 
Nominal and Real Exchange Rate 
 

 Rupee depreciating by 7.8 percent vis-à-vis US dollar in 2018-19, it also depreciated against other 
major currencies. It depreciated by 7.7 percent against  Yen, and 6.8 per cent against Euro and 
Pound Sterling. 

 The sharpest depreciation was seen in October 2018 after which the rupee witnessed signs of trend 
reversal. This can be attributed to: 

A. strong economic fundamentals 
B. offending of crude oil prices 
C. sustained selling of the dollar by exporters and banks 
D. Improving investor confidence on account of recovery in the Indian equity markets. 

 

 The degree of exchange rate volatility will depend on the extent to which exchange rate 
movements can be anticipated.  

 In particular, crude oil prices and net portfolio flows have been major drivers of exchange rate 
movements in recent years. 

 Movements in these variables can help foresee likely variance in exchange rates which will enable 
hedging of the volatility and impact on trade to some extent. 

 Highest variance was recorded in 2014-15. Standard deviation figures indicate that crude oil price 
remained relatively volatile in 2017-18 and 2018-19 compared to 2016-17. 

 Net FPI witnessed highest volatility in 2013-14 after which it has been relatively stable in 2018-19. 

 Movements in exchange rate is closely associated with movements in crude oil prices and net FPI 
flows. 

 The rupee remained volatile in 2018-19 on account of both global and domestic factors including 
rising crude oil prices, erratic trade balance, strengthening of dollar and continuous FPI outflows.  

 Additional factors impacting the rupee include trade war between the US and China and US 
sanctions on Iran and interest rate hikes by the US Federal Reserve. 
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Term of Trade 
 

 While depreciation of  REER indicates that India’s exports must have become more competitive, 
appreciation of REER indicates less competitive exports.  

 Price competitiveness of exports can however be better assessed by looking at how Terms of Trade 
(ToT) have fared across a time period. 

 Commodity or net terms of trade (NTT) of a country are the ratio of the unit value (price) of 
export to the corresponding unit value (price) of import measured relative to a base year.  

 If this ratio increases, it implies that the country, for every unit of exports it exchanges for imports, 
is receiving relatively more; if the ratio decreases then the country is receiving relatively less.  

 Two other commonly used terms of trade indices are gross terms of trade (GTT) and income terms 
of trade (ITT). 

 The GTT is a ratio of total quantity of imports to that of exports of a given country.  

 The ITT is the value of exports divided by the unit value (price) of imports to reflect how better or 
worse a country’s purchasing power to imports has become. 

 Compared to 2017-18, India’s NTT and GTT have declined by 8.9 per cent and 2.1 percent during 
2018-19 respectively. While income terms of trade have increased by 3.4 percent. 

 ITT comes out to be the most relevant ToT indicator for developing countries as they are more 
worried about changes in their capacity to import particularly when they are heavily dependent 
on commodity imports, such as India being dependent on crude imports. With a rising trend of ITT 
since the year 2000, India has been steadily increasing its purchasing power to import. 

 
Composition of Trade 
 

 In 2018-19, petroleum products continued to be the largest exported commodity, in value terms, 
with a share of 14.1 per cent in the country’s export basket.  

 Other major exports included pearls, precious, semi-precious stones as also gold and other 
precious metal jewelry besides drug formulations, biologicals. 

 However, it was exports of organic chemicals which grew the highest at 30.6 percent in 2018-19. 

 In the import basket of 2018-19, petroleum: crude, at 22.2 percent had the largest share followed 
by gold and other precious metal Jewelry at 6.4 per cent and pearls precious/semi-precious stones.  

 Growth rates of gold and pearls (including precious and semi-precious stones) however declined in 
2018-19. 

 Electronics components grew the fastest at 54.6 percent in 2018-19, followed by petroleum: crude 
and iron and steel.  
 

Major trading partners in 2018-19 
 

 India’s largest export destination country continues to be the United States of America (USA), 
which accounted for 16 per cent of India’s exports (in value terms) in 2018-19, followed by United 
Arab Emirates (UAE), China and Hong Kong. 

 However, in 2018-19, growth of India’s exports to the Netherlands was the highest, followed by 
China and Nepal. 

 China continues to be the largest source of imports of India accounting for 13.7 percent of the 
total imported value in 2018-19. 

 The other important sources from which India imports are the USA, UAEand Saudi Arabia. 

 In terms of growth rates, imports from Singapore grew the highest at 118.1 per cent in 2018-19, 
followed by Hong-Kong and UAE. 
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 Further, though China continues to be the largest exporter to India, India’s imports from China fell 
from US$76.4 billion in 2017-18 to US$70.3 billion in 2018-19, registering a negative growth. 

 
Trade Policy 
 

 India has bilateral trade agreements with all major regional groupings. In Europe, it is a part of 
European Free Trade Association (EFTA), consisting of Switzerland, Norway, Iceland and 
Liechtenstein. 

 Among SAARC countries, India and Bangladesh have a bilateral trade agreement and both countries 
are exploring the possibility of entering into a bilateral Comprehensive Economic Partnership 
Agreement (CEPA).  

 A negotiation for India and Iran entering into a Preferential Trading Agreement (PTA) is under way. 

 A review meeting for India-Nepal Treaty of Trade is going on.  

 Sri Lanka, India has India-Sri Lanka Free Trade Agreement (ISLFTA), under which duty-free access 
for almost all the products except a few is provided.  

 India and ASEAN have agreed to start examining the preliminary proposals related to the scope of 
the review of ASEAN India Trade in Goods Agreement (AITIGA). Within ASEAN, India has 
Comprehensive Economic Cooperation Agreement (CECA) with Singapore, Thailand and Malaysia. 

 Among Latin American countries, India has Preferential Trade Agreements (PTA) with MERCOSUR 
(Argentina, Brazil, Paraguay and Uruguay) and Chile. Possibilities are being explored for PTA with 
Colombia also. 

 India is negotiating a Trade Agreement with Peru and Ecuador. 

 Among Commonwealth of Independent States, negotiations are going on for Free Trade Agreement 
(FTA) with Georgia and PTA with Eurasian Economic Union (EaEU). 

 Under the North America Free Trade Agreement (NAFTA), negotiations are underway for India 
Canada Comprehensive Economic Policy Agreement (CEPA).  

 India is also negotiating bilateral Comprehensive Economic Cooperation Agreement (CECA) with 
Australia and New Zealand. 

 Negotiations are underway for Comprehensive Economic Cooperation and Partnership Agreement 
(CECPA) with Mauritius and FTA with Israel. 

 India has signed 28 bilateral/ multilateral trade agreements with various country/group of 
countries.  

 In 2018-19, India’s exports to countries with which it has a trade agreement stood at US$121.7 
billion accounting for 36.9 percent of India’s exports to all countries.  

 Similarly, in the same year, India’s imports from countries with which it has a trade agreement 
stood at US$266.9 billion accounting for 52.0 percent of India’s imports from all the countries. 

 
Trade Facilitation 
 

 India ratified the WTO Agreement on Trade Facilitation (TFA) in April 2016  and subsequently 
constituted a National Committee on Trade Facilitation (NCTF). 

 The NCTF has played an important role in reducing the high cost of imports and exports so as to 
integrate our cross-border trade with the global value chain as establishment of a National Single 
Window system to route all import related formalities, paperless filing of import/ export 
documents through ‘E-sanchit’ project. 
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Trade Logistics 
 

 According to the domestic rating agency ICRA, Indian logistics sector is expected to grow at a rate 
of 8-10 percent over the medium term. 

 According to the Global Ranking of the World Bank’s 2018, India stood at 44th rank. 

 Experts predict that the logistics sector can be the largest job creator by 2022. 

 The sector currently provides employment to more than 72 crore people in the country. 

 Government of India has announced a draft National Logistics policy for which a national logistics 
action plan is being developed. 

 
*************************************************************************************** 

 

CHAPTER: 7 Agriculture and Food Management 
 

Agriculture and allied sectors are critical in terms of employment and livelihoods for the small and marginal 
farmers.  
 
To achieve the Sustainable Development Goals (SDGs) targets to eradicate poverty and bringing in inclusive 
growth, activities related to agriculture need to be closely integrated. 
 
Overview of agriculture and allied sector 
  

 The Gross Value Added (GVA) in agriculture improved from  6.3 per cent in 2016-17 only to 2.9 
percent in 2018-19.  

 

Knowledge Booster  
 
Gross value added (GVA) is defined as the value of output less the value of intermediate 
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consumption. Value added represents the contribution of labour and capital to the 
production process. 
In India, GDP is estimated by the Central Statistical Office (CSO). Under the Fiscal 
Responsibility and Budget Management Act 2003. 

 
 Some of the sectors like crops, livestock and forestry showed fluctuating growth rates over the 

period from 2014-15 to 2017-18. 
 The fisheries sector has shown a rapid growth from 4.9 per cent in 2012-13 to 11.9 per cent in 

2017-18. 
 
Note: For graphical date refer to Table 1 of Agriculture and Food Management chapter.  
 
Share of Agriculture Sector in GVA 
 

 The share of agriculture, forestry & fishing sector in GVA has seen a steady decrease over the years 
from 15.4 percent in 2015-16 to 14.4 per cent in 2018-19. 

 The decline was mainly due to decline in the share of crops in GVA from 9.2 per cent in 2015-16 to 
8.7 per cent in 2017-18.  

 
Gross Capital Formation in Agriculture & Allied Sector 
 
Gross Capital Formation (GCF) in agriculture and allied sectors has declined to 15.2 percent compared to 
17.7 percent in 2013. 
 

 

 
 
 
 
 
Growing Number of Women Farmers 
 

 Women play a significant and crucial role in agriculture including crop production, livestock 
production, horticulture, postharvest operations, agro/social forestry, fisheries, etc.  

 The share of operational holdings cultivated by women has increased from 11.7 per cent in 2005-06 
to 13.9 percent in 2015-16.  

 The marginal and small holdings operated by women farmers together constitute 27.9 percent of 
total operational holdings cultivated by women. 

 

Bringing resource efficiency in smallholder agriculture  
 

 The pattern of agricultural holdings reflects pre-dominance of small and marginal farmers in 
agriculture sector.  

 The development strategy for agriculture shouldprioritise smallholder agriculture to promote 
sustainable livelihoods and for reduction of poverty in India.  

Knowledge Booster  
 

 Gross fixed capital formation is essentially net investment. It is a component of the 
Expenditure method of calculating GDP. 

 Gross fixed capital formation measures the net increase in fixed capital. 
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 The productivity of a farm depends on the use of fertiliser, access to irrigation, technology, crop 
intensity and choice of crops (crop pattern) grown. 

 
Increasing Irrigation Water Productivity (IWP) in Agriculture  
 

 According to the Asian Water Development Outlook, 2016,In India almost 89 per cent of 
groundwater extracted is for irrigation. 

 At present practice of groundwater is a great concern as how to make sustainable use of water to 
maintain ground water level.   

 It is anticipated that by 2050, India will be in the global hot spot for ‘water insecurity ’. 
 The cropping pattern in India is highly skewed towards crops that are water intensive. 
 The incentive structures like MSP, heavily subsidized electricity, water and fertilizers have played 

a significant role in the misalignment of crop patterns in the country.  
 The adoption of micro-irrigation systems (MI) is one of the possible ways to improve water use 

efficiency. 
 

Economizing the Use of Fertilizers and Pesticides 
 

 The costs of fertilizers are key determinants of profitability of farming for the small and marginal 
farmers. 

 The fertilizer response ratio is showing a declining trend (Figure 6). The declining fertilizer response 
ratio is an indicator of declining responsiveness of soil fertility to fertiliser application.  
 

According to the Department of Fertilisers, the declining fertilizer response ratio in Indian agriculture is due 
to: 

 Inadequacy and imbalance in fertiliser   
 Increasing multi nutrient deficiency  
 Lack of farmers awareness about balanced plant nutrition 
 Poor crop management. 

The improvement in fertilizer use efficiency requires farmers’ knowledge regarding the right product, 
dosage, time and method of application. 
 

 Some of the suggested measures includes:  
 The use of optimal dose based on soil health status  
 Promotion of neem-coated urea 
 Promotion of micronutrients  
 Promotion of organic fertilizers 
 Promotion of water-soluble fertilizers. 

 
Increasing Sustainability in Agriculture - Turning to Organic and Natural Farming  
 

 The Government has been promoting organic farming in the country through the schemes such as 
Paramparagat Krishi Vikas Yojana (PKVY) andRashtriya Krishi Vikas Yojana (RKVY).  

 The main objective of the National Mission for Sustainable Agriculture (NMSA) is to make 
agriculture more productive, sustainable, remunerative and climate resilient by promoting 
location specific integrated/composite farming systems and to conserve natural resources through 
appropriate soil and moisture conservation measures.  
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 In the revised guidelines of PKVY scheme during the year 2018, various organic farming models like 
Natural Farming, Vedic Farming, Cow Farming, Homa Farming, Zero Budget Natural Farming etc. 
have been included. 

 

Knowledge Booster 
 
The main aim of Zero Budget Natural Farming (ZBNF) is the elimination of chemical 
pesticides and promotion of good agronomic practices.  
ZBNF also aims to sustain agriculture production with eco-friendly processes in tune with 
nature to produce agricultural produce free of chemicals.  
Soil fertility & soil organic matter is restored by pursuing ZBNF.  
Less water is required under ZBNF and it is a climate friendly agriculture system. 

 
The practice of Organic farming is also being promoted through the scheme Mission Organic Value Chain 
Development for North Eastern Region (MOVCDNER) under National Mission for Sustainable Agriculture 
(NMSA).  
 
Adopting Appropriate Technologies for Smallholder Farms 
 

 The Custom Hiring Centers (CHCs) can be set up to promote the use of high-tech machinery for the 
mechanization of small and marginal farm holdings, especially in difficult terrain. 

 To facilitate communication and reduce transaction costs, the ICT (Information and Communication 
Technology) applications are crucial in smallholder farming.  

 

Coffee Board Activates Blockchain Based Marketplace in India 
 

 Coffee Board has launched blockchain based coffee e-marketplace.  
 This is a pilot project which is likely to help integrate the farmers with markets in a 

transparent manner and lead to the realization of a fair price for the coffee producer.  
 It will also reduce the number of layers between coffee growers and buyers and help 

farmers double their income. 
 India is the only country in the world where entire coffee is grown under shade, 

handpicked and sun dried.  
 Coffee is produced in India by small coffee growers, tribal farmers adjacent to 

National Parks and Wildlife Sanctuaries in Western and Eastern Ghats, which are two 
of the major biodiversity hotspots in the world.  

 Indian coffee is highly valued in the world market and sold as premium coffee.  

 
Improving Infrastructure and Access to Markets 
 
A combination of enhancing rural infrastructure to improve connectivity, Information, Communication 
Technology (ICT) to provide timely information about prices, aggregation and storage facilities can help 
small and marginal farmers in overcoming the marketing bottlenecks. 
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Agricultural Marketing and Farmer Friendly Reforms Index (AMFFRI) 
 

 NITI Aayog launched in 2016 an index to rank States and UTs based on 
implementation of seven provisions proposed under model APMC Act like joining e-
NAM initiative, special treatment to fruits and vegetables for marketing and level of 
taxes in mandis.  

 These indicators reveal ease of doing agribusiness as well as opportunities for farmers 
to benefit from modern trade and commerce and have wider option for sale of her/his 
produce.  

 
 These indicators also represent competitiveness, efficiency and transparency in agri 

markets.  
 The Index is named as “Agricultural Marketing and Farmer Friendly Reforms Index 

(AMFFRI)” and it has a score that can have minimum value “0” implying no reforms 
and maximum value “100”implying complete reforms in the selected areas. States and 
UTs have been ranked using this index. 
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Role of Extension Services  
 

 A Report on Review of Agricultural Extension in India, 2010 by IFPRI had highlighted the increasing 
need to share knowledge and skills in order to provide locally relevant services that meet the 
information needs of small and marginal farmers.  

 The report also highlighted the need to bring small and marginal farmers within the framework of 
extension services. 

 
Adoption of Accessed Advice and Its Usefulness 
 

 The adoption of technical advice was highest among the agricultural households that received 
advice from veterinary department and progressive farmers during both halves of the agricultural 
year and was the least for the source radio/TV/ newspaper/internet. 

 
Agricultural Credit  
 

 The access to timely credit or finance is a critical determinant of profitability of agriculture. 
 The regional distribution of agricultural credit in India shows that the distribution of credit is highly 

skewed.  
 The distribution of agricultural credit is low in North Eastern, Hilly and Eastern States. The share of 

North Eastern States has been less than one per cent in total agricultural credit disbursement. 
 The financial inclusion in the eastern and north eastern India is relatively less as compared to the 

South and West (Crisil, 2018) 
 
Allied Sectors: Animal, Husbandry, Dairying and Fisheries  
 

 Livestock, poultry, dairying and fisheries is a sub-sector of agriculture that provides livelihood to 
agricultural households during phases of seasonal unemployment. 

 According to the 19th Livestock Census, India has vast resources of livestock 
 Livestock farming in India is part of a composite farming system characterized by crop-livestock 

interactions. 
 
Animal Husbandry and Dairying 

 India ranks first in milk production, accounting for 20 percent of world production. 

 Milk production in India has been increasing steadily over the years. 
 
Small Ruminant Sector 
 

 As per the 70th round of NSSO, livestock rearing was the principal source of income to about 3.7 
per cent of the agricultural households. 

 Sheep and goat are collectively known as small ruminants. 
 India supports 16.1 per cent of the world’s goat population and 6.4 per cent of its sheep (Food & 

Agriculture Organisation). 
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Schemes/Initiatives to Improve Productivity of Livestock and Dairy Sector 
 

 Rashtriya Gokul Mission (RGM): To undertake breed improvement programme for 
indigenous breeds so as to improve the genetic makeup and increase the stock. 
Indigenous cattle are well known for their quality of heat tolerance and ability to 
withstand extreme climatic conditions. 

 
 E PashuHaat Portal: Under the scheme National Mission on Bovine Productivity, E 

PashudhanHaat portal was developed for connecting breeders and farmers regarding 
availability of quality bovine germplasm. 

 
 National Livestock Mission: National Livestock Mission ensures intensive 

development of livestock, especially small livestock (sheep/goat, poultry rearing etc.) 
along with adequate availability of quality feed and fodder. 

 
 Livestock Health & Disease Control Scheme: Assistance provided under the Scheme 

for prevention and control of animal diseases like Foot and Mouth Disease (FMD), 
Peste des Petits Ruminants, (PPR), Brucellosis, Classical Swine Fever etc. 

 
 Dairy Development: The Government is making efforts for strengthening 

infrastructure for production of quality milk, procurement, processing and marketing 
of milk and milk products through the following dairy development schemes viz; 
National Programme for Dairy Development, National Dairy Plan (Phase-I), Dairy 
Entrepreneurship Development Scheme, Dairy Processing and Infrastructure 
Development Fund (DIDF). 

 

Fisheries Sector 
 

 Fisheries are a fast-growing sector in India, which provides nutrition and food security to a large 
population of the country besides providing income and employment to more than 14.5 million 
people.  

 India is the second largest fish producer in the world with a total production of 13.7 million metric 
tonnes in 2018-19 of which 65 percent was from inland sector. 

 The sector has been showing a steady growth in the total gross value added and accounts for 5.23 
per cent share of agricultural GDP. 

 The Government has merged all the schemes of fisheries Sector into an umbrella scheme of ‘Blue 
Revolution: Integrated Development and Management of Fisheries’ focusing on increasing fish 
production and productivity from aquaculture and fisheries resources, both inland and marine. 

 Towards realization of these objectives the creation of the Fisheries and Aquaculture 
Infrastructure Development Fund (FIDF) was approved. 

 While enhancing incomes through livestock development and fisheries sector, it is important to 
integrate the SDGs of ensuring incomes and livelihoods for the poor. 
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Draft National lnland Fisheries and Aquaculture Policy (NIFAP), 2019 
 
Although inland fisheries and aquaculture have grown in absolute terms, the development in 
terms of its potential is yet to be realized. As the sector is extremely diverse and dynamic, 
there is a need to streamline policies and programmes, infuse public and private investments, 
and take R&D benefits to the farmers and fishers. These will help to bring optimal resource 
utilization and development of the sector as an instrument of growth. 
 
Major Policy Recommendations in the NIFAP, 2019 
 

 Inland fisheries: The policy measures recommended for inland fisheries include: (i) 
conserving indigenous resources, and restoring natural ecosystem of rivers, (ii) 
transferring management of fisheries in manmade reservoirs to the state fisheries 
departments for scientific enhancement and efficient governance, (iii) conserving and 
restoring ecosystem in natural wetlands, and (iv) bringing policies, law, and 
conservation programmes for development of fisheries in the Himalayan and north-
eastern states.  

 
 Aquaculture: Measures recommended for development of aquaculture include: (i) 

developing state and area-specific action plans, (ii) redefining land use categories to 
include fisheries and aquaculture as components of agriculture, (iii) developing 
separate programmes for small farmers, (iv) simplifying requirements for registration 
and leasing of farms, (v) encouraging private sector in production of seed, feed and 
other aquaculture inputs, and (vi) developing the required regulatory frameworks.  

 
 Other policy measures include: (i) making registration of all aquaculture inputs 

compulsory, (ii) regulating exotic species, (iii) improving disease surveillance, (iv) 
diversifying species, (v) developing post-harvest and marketing infrastructure, (vi) 
strengthening fisheries cooperatives, (vii) strengthening of current welfare and social 
protection programmes in convergence with other similar schemes to enhance fishers 
and farmers’ welfare, (viii) Strengthening of inland fisheries and aquaculture database 
through census at regular intervals covering inland fisheries and aquaculture and (ix) 
gender equity through the empowerment of women and strengthening their 
organization and leadership capabilities. 

 
Food Security and Food Management in India 
 

 Food security exists when all people, at all times, have physical and economic access to sufficient, 
safe and nutritious food that meets their dietary needs and food preferences to ensure an active 
and healthy life. 

 The Global Food Security Index (GFSI), 2018 considered four core issues of food security across 113 
countries: (i) affordability, (ii) availability, (iii) quality & safety and (iv) natural resources and 
resilience. The GFSI ranks countries on a score of 0-100 based on the first three categories while 
natural resources and resilience is used as an adjustment factor. 

 A rank of 100 is considered most favourable. GFSI’s major goal is to assess in a timely manner which 
countries are most and least vulnerable to food insecurity. 
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 India ranks No.1 in Nutritional standards. India’s overall Food Security Score is 50.1 out of 100 
which ranks India 76 out of 113 countries. This reflects the need for India to further improve the 
management of food supply in various aspects. 

 The Central Government takes several steps to prudently manage food grain stock. The 
Government specifically undertakes the following measures: 

 Announcing Minimum Support Prices and Central Issue Price 
 Maintain buffer stocks 
 Open market sale of wheat and rice to check inflation 
 Undertake procurement of food grains through FCI and decentralised procurement by State 

Agencies. 
 
MSP and Food Grains Procurement 
 

 The Minimum Support Price (MSP) is announced for 22 crops before the sowing season. The 
objective is to give guaranteed prices and assured market to the farmers and protects them from 
price fluctuations. 

 In 2018- 19, the government raised the MSP of both kharif and rabi crops to ensure a return of at 
least 50 per cent above the cost of production to enhance farmers’ income. 

 
Food Subsidy 
 
Food subsidy comprises of two main components.  

 The first component includes subsidy provided to the Food Corporation of India (FCI) for 
procurement and distribution of wheat and rice under the National Food Security Act (NFSA), 2013 
and other welfare schemes and for maintaining the buffer stock of food grains as a measure of food 
security.  

 The second component comprises subsidy provided to States undertaking decentralized 
procurement. The acquisition and distribution costs of procuring food grains for the central pool 
constitute the economic cost. 

 In order to ensure food security to the vulnerable sections, Government continues with the 
subsidized pricing under NFSA. 

 
Computerization of Targeted Public Distribution System 
 

 The Targeted Public Distribution System (TPDS) is operated under the joint responsibility of the 
Central and State/UT Governments.  

 The Central Government is responsible for procurement, allocation and transportation of food 
grains upto the designated depots of the FCI. 

 The State Governments are responsible for allocation and distribution of food grains involving 
identification of eligible beneficiaries/ families, issuance of ration cards to them and supervision 
and monitoring of functioning of Fair Price Shops (FPSs). 

 To modernize and bring about transparency in the TPDS operations, the Central Government is 
implementing the Scheme ‘End-to-end Computerisation of TPDS Operations’ on cost sharing basis 
with the States/UTs. 

 The scheme provides for digitization of ration cards and beneficiary records, computerization of 
supply chain management, setting up of transparency portal and grievance redressal mechanisms. 
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ACTION PLAN FOR DOUBLING THE INCOME OF FARMERS  
 
The Government has set a target of doubling of farmers’ income by the year 2022 and had 
constituted an Inter-Ministerial Committee to examine issues relating to Doubling of Farmers’ 
Income (DFI) and recommend strategies.  

 The Committee has identified seven sources of income growth viz, improvement in 
crop productivity; improvement in livestock productivity; resource use efficiency or 
savings in the cost of production; increase in the cropping intensity; diversification 
towards high value crops; improvement in real prices received by farmers; and shift 
from farm to non-farm occupations. 

 Giving a major boost for the farmers’ income, the Government has approved the 
increase in the Minimum Support Price (MSPs) for all Kharif & Rabi crops for 2018-19 
season at a level of at least one and a half times of the cost of production. 

 Further, with a view to provide social security net for small and marginal farmers as 
they have minimal or no savings to provide for old age and to support them in the 
event of consequent loss of livelihood, the Government has decided to implement a 
new Central Sector Scheme for providing old age pension of R3000/- to the eligible 
small and marginal farmers, subject to certain exclusion clauses, on attaining the age 
of 60 years.  

 The scheme aims to cover around 5 crore beneficiaries in the first three years. It 
would be a voluntary and contributory pension scheme, with entry age of 18 to 40 
years. The Government has approved a budgetary provision of R10774.50 crore for 
the scheme till March 2022. 

 

CHAPTER 8: INDUSTRY AND INFRASTRUCTURE 
PREFACE 

 India needs to build a robust industry with a buoyant and resilient infrastructure. In 2018-19 
the industrial growth rate in terms of Index of Industrial production was 3.6% declining from 
4.4% in 2017-18. This was a result of subdued manufacturing activities in the later period. 
Theeightcoreinfrastructuresupportiveindustriesachievedtheoverallgrowth rateof 
4.3percentduring2018-19similartotrend in2017-18. 

 Government initiated a number of measures in crucial sectors to speed up manufacturing 
growth viz. Start-up India, Ease of doing business, Make in India, Foreign Direct Investment 
Policy reforms. 

 In World Bank Doing Business report 2019 India ranked 77 among 190 countries improving 
from 100 in 2017. 

 Though India has invested in its infrastructure over the years, challenge of mobilizing 
adequate investment in infrastructure sector still persists. 

INDIAN INDUSTRY: AN OVERVIEW 

The industrial sector performance during 2018-19 improved as compared to 2017-18. The growth of 
industry real Gross Value Added (GVA) was increased to 6.9% in 2018-19 from 5.9% in 2017-18. 



 
 

 

35 

Index of Industrial Production (IIP) is an index for India which details out the growth of various 
sectors in an economy such as mineral mining, electricity and manufacturing. 

Trends in 2018-19 

 The industrial growth rate in terms of IIP was 3.6 per cent in 2018-19 as compared to 4.4 per 
cent in 2017-18. 

 There was positive growth in mining, manufacturing and electricity sectors. 

 The trend of positive growth was followed by Primary goods and consumer non-durables. 

 However, growth in capital goods sectors was moderate indicating shortfall in investment 
activities. 

 Overall investment indicated by the real gross fixed capital formation increased by 10% in 
2018-19. 

 The   overall   Index   of    eight core industries registered a growth  rate of 4.3 per cent in 2018-
19. 

 This increasing trend was also noted in the growth rate of Coal, Steel, Cement, Electricity, Refinery 
Products, Natural Gasand Fertilizers production. 

Central Public Sector Enterprises (CPSEs)  

 Overall net profit of the 257 operating CPSEs increased by 2.29% during 2017-18.There is a 
great scope for improvement for CPSEs in some sectors as the private sector firms have 
performed relatively better than the public sector firms. 

Corporate Sector Performance  

 Non-governmental non-financial listed manufacturing services followed a recovery path in 
their growth rate owing to improvement in demand scenario for consumer driven sectors such 
as food products, beverages and pharmaceuticals. 

Gross Capital Formation in Industrial Sector 

 Gross Capital Formation (GCF) in industry hasregisteredasharprise in its growth rate indicating 

upward momentum of investment in industry. 

Credit Flow to the Industrial sector 

 According to RBI, the growth in gross bank credit flow to the industrial sector increased in March, 

2019 compared to March, 2018.  

 Credit flow to industries like chemicalsandchemicalproducts,cementand cement products, all 

engineeringindustries increased in 2018-19 whereas there was sharp decline in industries like 

textiles, petroleum, coal products and nuclear fuel, basic metal & metal products.  

 Low growth rate was recorded in Mining and quarrying, food processing, vehicles, vehicle parts and 

transport equipment. 

KEY INITIATIVES TAKEN TO BOOST INDUSTRIAL SECTOR IN INDIA 

 Toimprove easeofdoingbusiness,theemphasishasbeen given to simplification andrationalization of the 

existing rules and introduction of information technology to make governance moreefficientandeffective. 
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Start-up India 

 Start-up India,Stand-up India initiative was launched on August 15,2015 to promote innovation and 

entrepreneurship among enterprising youth. The initiative aims to create an in ecosystem that is 

conducive for the growth of start-ups. 

 
Foreign Direct Investment 

 

 Government introduced a liberal FDI policy to induce investment promotion. 

 

Knowledge Booster 

WORLD BANK EASE OF DOING BUSINESS INDEX 

 Ease of doing business is an index published by the World Bank. It is an aggregate 

figure that includes different parameters which define the ease of doing business in 

a country. 

SECTOR WISE ISSUES AND PERFORMANCES 

Steel 

 India is the second largest producer of crude steel in the world surpassing Japan with a global share 

of 6 per cent. During 2018-19 crude steel’s production witnessed growth rate of 3.3% over the 

period of 2017-18.  

 With huge investments in infrastructure, construction and automobile sector, steel demand and 

corresponding consumption is growing at an average of 7.4 per cent. 

 India’s exports declined due to imposition of trade restrictive measures by USA, European Union 

and Canada. 

 However imports increased particularly from Korea, Japan and ASEAN countries. 

 

NATIONAL STEEL POLICY 2017 gives broad policy directives to the industry forencouraging 

long-term growth for Indian steel on both supply and demand fronts. It envisages focus on 

domestic production especially of value added steel in order to meet the growing demand. 
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 Indian steel industry faces challenges of capacity expansion as the demand for steel is bound to rise 

with economic growth. 

Leather and footwear 

 The global demand for footwear is moving towards non leather footwear, while Indian tax policies 

favour leather footwear production.Indian Footwear and Accessories Development Programme is 

implemented to address the challenges of leather industry. 

Gems and Jewellery 

 Government has taken following steps to strengthen the Gems and Jewellery sector viz.- 

     Establishment of Special Notified Zone, setting up of Common Facility Centres for gems and 

jewellery sector 

    Creation of separate ITC HS Code for lab grown diamond, reduction of GST rates for cut and 

polished diamondsand precious stones, exempting IntegratedGoods 

andServiceTaxonimportofgoldbyspecified agencies and banks 

     Exemption fromGST on supply of gold by nominated agencies to exporters and providing financial 

assistance for participation of international fairs 

 To strengthenthedomesticmanufacturingandto help organise the small scale based domestic 

jewellery industry, a Domestic Council for Gems & Jewellery has been envisaged and launched in 

January2019. 

 

MSME 

 The Micro, Small and Medium Enterprises (MSME) sector in India provides large      employment 

opportunities, industrialization ofrural areas, reducing regional imbalances, etc. 

 The Government has launched number of schemes/programmes like the Prime Minister’s 

Employment Generation Programme,CreditGuaranteeTrustFundfor Micro and Small Enterprises, 

Credit Linked Capital Subsidy Scheme for Technology Up-gradation, Scheme of Fund for 

Regeneration  of  Traditional   Industries, and  Micro  and  Small   Enterprises-  Cluster   

Development   Programme    for the establishment of new enterprises and development of 

existing ones. 

 

Textiles and apparels 

 During 2018-19, the share of textile and clothing in India’stotalexportswas12%. Textiles and 

apparels sector is the biggest employer after agriculture in India. Challenges faced by the sector 

are as follows- 

 Absence of scale or  fragmented and scattered manufacturing 

  While the ginning and spinning sectors are on par with international standards, marginal 

technological gap exists in weaving, processing and embroidery and larger gaps in knitting, 

technical textile and garmenting segments. 

 Inrecenttimes,severaldeveloping countries, enjoying zero/preferential duty access to key markets, 

have become major competitors of India in the garments sector. Indian exports of apparel 

continue to facehigher average tariffs in external markets as compared with competing nations 

which enjoy duty free access. 

Steps taken by government to address the given issues are as follows- 

 Special package for garments and made-up sector was announced by the government to address 

the issue of competitiveness and to boost textile and apparel exports. 
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 Products such as fibre, yarn and  fabric in the textile value chain arebeing strengthened and made 

competitive through various schemes 

 Assistance is also provided to exporters under Market Access Initiative Scheme. 

Infrastructure  

 Massive investment is needed in infrastructure to achieve targeted economic growth in the   

country. India spends less on infrastructure as a percentage of GDP than required. There is an 

urgent need to accelerate the flow of private capital into infrastructure. 

 National Investment and Infrastructure Fund has been created to boost investment in 

infrastructure. 

 Credit EnhancementFundforinfrastructureprojects forincreasingthecreditratingofbondsfloated by 

infrastructure companies will be launchedsoon. 

 Measures like infrastructure investment trusts and Real Estate Investment Trusts have been 

formulated to pool investment in infrastructure. 

 

 Road Sector 

 Theincreaseinthepaceofconstruction was achieved by introducing a proactive sector policy to 

respond to the major challenges faced by the sector, including process streamlining indicating 

approval authorities with enhanced delegation of approval limits. 

 

 Railways 

 

 Revenue Earning Freight loading by Indian Railways during 2018-19 recorded an increase as 

compared to 2017-18. 

RAIL SAFETY 
 Incident of train collisions  hascome down to zero in the year 2018-19.  
 But occurrence of fire in trains has increased to six in the year 2018-19 as compared 

to one in 2016-17. 
 
 

 IR has initiated a major electrification program forelectrifying 100 per cent of its Broad 

Gauge network to reduce nation’s dependence on imported diesel oil. 

 ‘Swachh Rail, Swachh Bharat’, mission focusses on cleanliness. 

 

Civil Aviation 

 India’s scheduled domestic air transportation for  passengers  and  goods increased by 

14 per cent and 12 per cent respectively in 2018-19. 

 To meet the surging demand and providing air connectivity to remote regions,  new  

Greenfield  airports arebeingrapidlydeveloped. 

 The first National Air Cargo Policy’s outline was released at the Global Aviation Summit 
in January 2019. 
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Shipping 

 Inland Water Transport: India’s first inland waterway multimodal terminal (MMT) 
at Varanasi was inaugurated on 12 November 2018. 

Telecom Sector 

 India is experiencing strong growth in telecom sector over the last few years on the 
back of strong consumer demand and supportive policies of theGovernment. 

 India’s Mobile Economy:  The  mobile industry witnessed high growth over the last 
few years owing toaffordable tariffs, wider availability, roll  out of Mobile Number 
Portability (MNP), expanding 3G and 4G coverage, evolving consumption patterns and 
a conducive policy and regulatory environment. 

 Policy initiatives: 
 Making India 5G ready by 2020- . The Government has constituted High Level 

5G India 2020 Forum to articulate the Vision for 5G in India. 
 FDI in telecom sector- FDI equity inflow doubled in 2018-19 as compared to 

figures in 2015-16. 

Petroleum & Natural Gas 

 During 2018-19 Crude oil production decreased as compared to production achieved 
during 2017-18. 

 Policy initiatives-  
 Hydrocarbon Exploration  Licensing  Policy  (HELP)/ Open Acreage Licensing Policy 

(OALP), Discovered Small Field  (DSF)  Policy,  Policy to Promote and Incentivize 
Enhanced Recovery Methods for Oil and Gas etc. 

 Pradhan Mantri UjjwalaYojana (PMUY) was launched with the  objective of 
providing LPG connections to five crore women belonging to the Below Poverty 
Line (BPL) families over a period of three years starting from 2016-17. 

Power sector 

 India improveditsrankingintheEnergyTransition Index published by World Economic Forum 

(76thposition). Along with universal electrification, commendable progress has been made in 
generation and transmission of electricity. 

Housing 

Policy initiatives: 
 The Real Estate (Regulation and Development)Act,2016(RERA) 

toensureregulationandpromote realestatesectorinanefficientandtransparent manner 
and to protect the interest of home buyers 

 Pradhan Mantri AwasYojana (Urban) 2015 to provide housing facilities to all the eligible 
families/beneficiaries by 2022. 

 Smart Cities Mission (SCM) 2015 to promote  cities  that  provide  core  infrastructure  
and  give  a decent quality life to its citizens. 
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Infrastructure Financing: Public Private Partnerships (PPPs) 

 PPPs help in addressing the infrastructure gap as well as 
improvingefficiencyininfrastructureservice delivery. . There is a need to establish an 
institutional mechanism to deal with time- bound resolution of disputes ininfrastructure 
sectors. 
 

WAY FORWARD 

India needs to develop its industry and infrastructure to maintain growth momentum in a fast moving 
world. .To fully utilize the potential of Industry 4.0 and next generation infrastructure, it is necessary 
to clear the decks which are obstructing the way forward. India needs adequate and timely 
investment in quality infrastructure. There should be major focus on bringing adequate private 
investment across the country with the collaboration of public sector.  

*************************************************************************************** 

CHAPTER 9: SERVICES SECTOR 
 

PREFACE 

Services sector is the major driver of growth in India. Despite recent growth moderation, services sector 

growth continues to outperform agriculture and manufacturing sector growth.  

Services sector (excluding construction) has a share of 54.3 per cent in India’s GVA and contributed more 

than half of GVA growth in 2018-19.HoweverIndia’s services sector does not generate jobs in proportion to 

its share in GVA. 

SERVICES SECTOR PERFORMANCE IN INDIA: AN OVERVIEW 

India’s Gross Value Added in the Services Sector 

 Services sector growth declined to 7.5% in 2018-19 as compared to 8.1% in 2017-18 caused by 

deceleration in the sub-sectors ‘trade, hotels, transport, communication, and broadcasting 

services’. However growth in the sub-sector ‘financial services, real estate & professional services’ 

increased  to 7.4% in 2018-19 as compared to  6.2% in 2017-18. 

 

Trade in Services Sector 

Exports in services sector declined in the previous year. Exports in transport services were strong 

owing to strengthening merchandise trade activity. However Services imports declined during 2018 

due to deceleration in imports across all sectors.  
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India in World Commercial Services Exports and Imports 

AccordingtotheWTOdata,Indiaisamongtheworld’stop10exportersandimportersofcom
mercial services, ranking eighth in exports and tenth in imports in 2017.India’s share 
in world’s commercial services exports has risen steadily over the past decade to 
reach 3.5 per cent in 2017. 

 

FDI into Services Sector 

 Overall FDI inflows in India witnessed decline due to weaker FDI inflows into sub-sectors such as 

telecom, consultancy services, air and sea transport. 

SERVICES SECTOR GROSS VALUE ADDEED VERSUS EMPLOYMENT 

Indiaranked7thintermsof GDP size and 9thin terms of services sector size in 2017 as per the UN National 

Accounts Statistics Data. Among top 15 countries, India has the second fastest growing services sector 

after China. But the services share in India’s employment is 34% which is lower than the services share in 

GVA at 54%. The sector is unable to generate jobs in proportion to its size. This however shows that there 

is a huge potential for employment generation in the services sector in the coming years. 

MAJOR SERVICES: SECTOR- WISE PERFORMANCE AND SOME RECENTPOLICIES 
 

Some sectors within services sector slowed down in 2018-19 but few recorded acceleration such as IT-BPM 

(Business Process Management) and cargo traffic. The tourism sector too recorded slowdown in 2018 

although telecom sector grew at a rapid pace. 

Tourism 

 Tourism sector has a special significance in economic growth of India. Tourism sector has 

been performing well in 2017-18 but witnessed a slowdown in 2018-19. 

 The Ministry of Tourism launched the‘National Mission on Pilgrimage Rejuvenation and 

Spiritual, Heritage Augmentation      Drive’   (PRASHAD) in January 2015 with the 

objective of pilgrimage infrastructure atselected important pilgrimage destinations. 

 Under the Swadesh Darshan scheme the Ministry is developingthematic circuits on the   

principles of high tourist value, competitiveness and 

sustainabilityinanintegratedmannerwithan objective of enriching tourist experience and 

enhance employmentopportunities. 

Hospitality Services 

 Hotel market recorded sharp growthduetoentryofonline-basedservice providers. 
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Issues related to tourism sectors 

 State/UT Government need sensitization about tourism as a major driver of employment 

and poverty alleviation. 

 Landshouldbemadeavailablefor hotels and reserve land for hotels in all new townships 
under planning. 

 Fast-track clearances for hotelprojects. 

 Increase skill development efforts to train more persons. 

 

IT-BPM Services 

 IT-BPM services industry recorded growth in 2018-19. The Indian Information 

Technology / Information Technology enabled Services (IT/ITeS) 

industryhascontributedimmensely in positioning  the country as a preferred investment 

destination amongst global investors and creating huge jobopportunities in India, as well 

as in the USA, Europe and other parts of the world. 

 Various Government initiatives such as Digital India covering e-Government services, 

common service centres, BPO promotion schemes, digital payments, electronic 

manufacturing, Digital SakshartaAbhiyaan, e-commerce, GST network, Make in India, 

Start-up India etc., helped India’s digital economy to achieve tremendous boost. 

 

 

Media and Entertainment Services 

 As per the FICCI- EY Mediaand Entertainment Report 2019, 

thesizeoftheIndustryincreasedsignificantly in the last 5 years. 



 
 

 

43 

 

Private and Television Sector 

 As per FICCI-EY Media & Entertainment Report (2019), TV sector grew at 12.1% in 2018 

with advertising comprising 41% of the revenue. 

 

Print Media 

 Print Industry is declining all over the world primarily due to huge in roads of internetand TV 

channels in media industry. India is also witnessing the same issue. India’s film industry 

recorded a growth of 12% in 2018-19. 

 

Films 

 India is the world’s biggest producer of films as per FICCI-EY Media & Entertainment Report 

2019. 

 

Digital Media 

 Digital media market recorded a tremendous growth of 42% in 2018; internet subscribers 

grew 28% in 2018 driven by rural subscriber growth of 49%. 

 

Radio Sector  

 The Government has announced policyguidelinesonexpansionofPrivateFM Radio 

broadcasting. 

Emerging Media 

 It is the non-linear media comprising of digital media including OTT, animation & VFX, live 

events, online gaming, etc. that has been witnessing double digit growth in the media & 

entertainment sector in recent years. It is oneof the sunrise sectors for India and due to 

rapid expansion of the sector therequirement of skilled professionals is alsoimmense. 

 

POLICY INITIATIVES to facilitate Media and Entertainment industry 

 A bill has been introduced in the Rajya Sabha in 2019 to amend the Indian Cinematograph Act 

1952. 

 Ministry of Information & Broadcasting is proposing various incentives to promote audio-visual 

services. 

 Government of India is in the process of setting up National Centre of Excellence(NCOE) for 

Animation, Visual Effects, Gaming and Comics. 
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Space Services 

 Over the last three decades, space technology has matured from providing simple mapping 

applications to development of complex models, decision support and early warning 

systems, incorporating space and derived inputs. 

 

Bhuvan Services 

 ISRO’s Bhuvan Geo-portal launched in 2009 provides multi sensor, multi-platform and multi 

temporal Satellite Imagery, thematic maps and satellite data-derived information related 

toEarthObservation&DisasterManagement Support. 

 

 

Mapping and Geospatial Services 

 

 Following are the major satellite data based mapping/Geospatial services developed using 

the techniques developed by ISRO. 

 Horticulture Crop Inventory, Hydro-informatic products under National Hydrology 

Project (NHP). 

 Village level Ground Water Prospects, Teleganaand Andhra Pradesh Water Resources 

Information & Management Systems (TWRIS/APWRIMS), Watershed Monitoring under 

Integrated Watershed Management Programme (IWMP). 

 Monitoring of progress of road construction under PMGSY, GIS implementation of 

MGNREGA (GeoMGNREGA). 

*************************************************************************************** 

CHAPTER10: SOCIAL INFRASTRUCTURE, EMPLOYMENT AND HUMAN DEVELOPMENT 

 

INTRODUCTION 

The public investments in social infrastructure like education, health, housing and connectivity have a 

critical role in ensuring inclusive development in a developing country like India. The 17 SDGs(Sustainable 

Development Goals) and 169 targets envisaged in theAgenda 2030 are closely interrelated with social 

infrastructure. IndiaiscommittedtoachievetheseSDGsand astrongsocialinfrastructureis a keytoachieve 

them.  

HUMAN DEVELOPMENT INDEX 

 Although India’s HDI value has improved significantly over the years but its position is still lowest 

among its peer countries. India is ranked 130 among 189 countries as per the UNDP 
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HumanDevelopment Index (HDI). Inter-state disparities in regional and human development are 

also prevalent in India. 

SUSTAINABLE DEVELOPMENT GOALS (SDGS)  

 NITI Aayog developed SDG India Index for all states and UTs to measure India’s performance in 

SDGs. According to 2018 SDG India Index, states like Kerala, Himachal Pradesh and Tamil Nadu 

occupied top three positions whereas UP, Bihar and Assam ranked the lowest. It is important that 

the government policies focus on investments in health and education to achieve equitable and 

inclusive development in the country. 

Note: Refer Table 1 for SDG Targets and achievements in Health-Goal 3, Table 2 for SDGs target and 

achievements in education-Goal 4. 

GENDER ISSUES 

 Government of India initiated several programmes like BetiBachao, BetiPadhao (BBBP), Ujjwala 

Scheme, PoshanAbhiyaan, Pradhan Mantri MatraVandana Yojana etc.,to mainstream women and 

make women active agentsof change in the society. 

Financial Inclusion and level of household autonomy of women 

 Significant progress has been made in India in the last decade in relation to financial inclusion of 
women. The proportion of women having bank or saving account have increased to 53% in 2015-
16. Participation of currently married women in household decision making has increasedto 84% in 
2015-16 at all India level. 

 

KNOWLEDGE BOOSTER 
 
Gender Budgeting- Gender budgeting means preparing budgets or analyzing them from a 
gender perspective. The Ministry of Women and Child Development (MoWCD) has adopted 
the mission strategy of 'Budgeting for Gender Equity' to ensure that government budgets 
are planned according to the differential needsof women and men and accordingly 
prioritized. 
 

 

TRENDS IN SOCIAL SECTOR EXPENDITURE 

 Social services include, education, sports, art and culture; medical and public health, family 
welfare; water supply and sanitation; housing; urban development etc. 

 Expenditure on social services by the centre and States as a proportion of GDP was 7.3% in 2018-19 
as compared to 6.2 in 2014-15. 

 Government initiated major social sector schemes during the last 5 years.  
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EDUCATION FOR ALL 

Goal 4 of SDG on education requires ensuring equitable, inclusive and quality education along with 

promotion of lifelong learning opportunities for all by 2030. 

Status of Education in India 

 Over the years, remarkable progress has been made in respect of female participation up-to 
secondary level, but girls enrolment rate is lower than boys at the higher education level. 

 The drop-out rates are very high for boys at the secondary school level resulting from factors 
like economic activities, lack of interest in education and financial constraints. 

 The Pupil Teacher Ratio(PTR)atnationallevelforprimaryschools 
is23,17forupperprimary,27forsecondaryand 37forseniorsecondaryschools. 

 

 

Gender Parity Index (GPI) based on GER indicated increasing trend of female participation at all levels. 

Learning Outcomes: Improving quality of education  

 As per Annual Status of Education Report (ASER, 2018), from 2014 to 2018, there is a gradual 
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improvement in both basic literacy and numeracy for Class III students. 

 The Rules of the RTE Act were amended in February, 2017 to include, for the first time, the class 
wise, subject wise Learning Outcomes till Class VIII, thereby emphasizing the importance of 
quality education. 

 

National Achievement Survey 

 National Achievement Survey has been made competency-based evaluation from 2017, it was 
earlier based on textbook content. 
 

 Shortfall of teachers 

 There is a problem of shortfall of teachers despite the high number of pass-outs in 
D.Ed./B.Ed. programme.  

 Ministry of Human Resource Development has launched a 70-point Performance 
Grading Index (PGI) to assess areas of deficiency in each state’s school education system 
so that targeted interventions can be made at every level from pedagogy to teacher 
training. 

 
SKILL DEVELOPMENT 

 Skill training is important o equip the youth to enter the labour market and to improve 
their employability. 

 Government had formulated the National Policy on Skill Development & 
Entrepreneurship,2015underwhichtheSkill India Mission by 2022 was formulated. 

 

Note- Refer to table 7 for recent government initiatives for skill development. 

Bridging the disconnect in the Skilling Ecosystem- Some recommendations towards improving the skill 

development programmes are stated below: 

 Stronger facilitation support to avail MUDRA loan should be provided to 

PMKVY certifiedcandidates. 

 Industry should be incentivized to set up training institutions in PPP mode. 

 The personnel of Railways and other para-military forces could be used for skill training 
or lending institutional support in imparting training in hilly, inaccessible and difficult 
terrains. 
 

EMPLOYMENT SCENARIO 

 According to the The Periodic Labour Force Survey (PLFS),Labour Force Participation 
Rate declined to 36.9% in 2017-18 from 39.5% in 2011-12. 

 The unemployment rate (UR) in India was 6.1%  with5.3% inrural areas and 7.8%  in 
urban areas. 

 General education of youth has improved to 65.4 per cent for urban females and 65.8 
per cent for urban males. 

 It   is   important to improve measures of employment through administrative 
statistics keeping in    mind India’s Demographic Dividend. 
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HEALTH FOR ALL 

Government’s commitment to improving public health delivery, reducing health inequalities and ensuring 

affordable health care for all is very important for a healthy population. Certain areas require policy 

interventions to attain the goals of accessible, affordable and quality healthcare. 

Status of Health 

 Maternal Health-Maternal Mortality Ratio (MMR) of India has declined by 37 points from 167 per 
lakhlivebirthsin2011-13to130perlakhlive births in 2014-16. 

 Child Health- As per the latest Sample Registration System,2016report,theUnderFiveMortality 
Rate in India is 39 per 1000 live births, Infant Mortality Rate is 34 per 1000 live births and 
Neonatal Mortality Rate is 24 per 1000 live births. 

 'LaQshya- Quality Improvement Initiative' was launched in December, 2017 with the objectives of 
reducing preventable maternal and new born mortality, morbidity and stillbirths 
associatedwiththecarearounddeliveryinLabourroomandMaternityOT(OperationTheatre)andto 
ensure respectful maternity care. 

 Pradhan Mantri SurakshitMatritva Abhiyan (PMSMA) was launched in 2016 to provide 
comprehensive and quality Ante-Natal Care (ANC) to pregnant women on the 9th of every month. 

 

Expenditure on Health 

 Government launched initiatives like AYUSH and Ayushman Bharat for Universal Health Coverage, 

to 

reduce out of pocket expenditure and burden of diseases in the country. 

Human Resource in health sector 

 The rural public health facilities across the country have difficulty inattracting, retaining, and ensuring 

regular presence of highly trained medical professionals. Public health services delivery in rural areas 

warrants better governance mechanisms through adoption of technologies, community and Local Self 

Government (LSG) participation and socialaudit. 

National Quality Assurance Programme – 

 Kayakalpinitiative launched to improve healthcare delivery through public health facilities and to 

improve beneficiary satisfaction. 

 

RURAL DEVELOPMENT 

 Rural connectivity - The Pradhan Mantri Gram Sadak Yojana was launched in 2000 to provide 
funds to States to construct rural roads to connect villages by all-weather roads. There is an 
increase in the rate of rural road construction from 2015-16 onwards. 

AYUSHMAN BHARATor Pradhan Mantri Jan Arogya Yojana (PMJAY) or National Health 
Protection Scheme is a centrally sponsored scheme launched in 2018, under the Ayushman 
Bharat Mission of MoHFW in India. The scheme aims at making interventions in primary, 
secondary and tertiary care systems, covering both preventive and promotive health, to 
address healthcare holistically. 
 

https://en.wikipedia.org/wiki/Ministry_of_Health_and_Family_Welfare
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 PMGSY is encouraging the use of “Green Technologies” and non- 
conventionalmaterialslikewasteplastic,cold mix, geo-textiles, fly-ash, iron andcopper slag etc. in 
rural roads. 

Rural Housing (PMAY-G), 2016: Shelter for the Poorest of the poor 

 During 2014-2019, 1.54 crore houses were completed including those carried over from 
Indira Awas Yojana through convergence of government initiatives like piped drinking 
water, toilets under Swachh Bharat Mission/ MGNREGS, electricity connection under 
Saubhagya programme, LPG connection under Ujjwala programme. 

 

THE WAY FORWARD 

In order to reap the benefits of demographic dividend, the government is committed to improve the 

outcomes in education and skilling and to provide employment and affordable healthcare to all. Scaling up 

of development programmes for improving connectivity, providing housing, and bridging gender gaps in 

socio-economic indicators very important for sustainable development. Focus on investment in human capital and 

inclusive growth is needed for achievement of SDGs. 

 

 

THE END 
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