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 1. Shifting Gears: Private Investment as the Key Driver of Growth, Jobs, Exports and Demand 

Introduction 

 During the last five years, India’s economy has performed well.  

 By opening up several pathways for trickle-down, the government has ensured that the benefits of growth and 

macroeconomic stability reach the bottom of the pyramid. To achieve the objective of becoming a USD 5 trillion 

economy by 2024-25, India needs to sustain a real GDP growth rate of 8%.  

 By presenting data as a public good, emphasizing legal reform, ensuring policy consistency, and encouraging 

behaviour change using principles of behavioural economics, the Survey aims to enable a self-sustaining virtuous 

cycle.  

 Key ingredients include a focus on policies that nourish MSMEs to create more jobs and become more 

productive, reduce the cost of capital, and rationalize the risk-return trade-off for investments. 

LAST FIVE YEARS: THE ACCOMPLISHMENTS 

 Macroeconomic Stability 

 World output grew at 3.6 per cent in 2014 and again in 2018. In the intervening period, when the world did 

not appear to have changed much, India took a few giant strides forward. 

 India became the sixth largest economy by sustaining growth rates higher than China. 

 Average inflation in these five years was less than half the inflation level of the preceding five years 

matching the lowest levels attained in the country’s post-Independence history. A big credit goes to 

Constitution of Monetary Policy in 2015. 

 The current account deficit (CAD) remained within manageable levels and foreign exchange reserves rose to 

all-time highs. 

 Gross Fiscal Deficit (GFD) to GDP ratio declined from 4.5 per cent in 2013-14 to 3.4 per cent in 2018-19. 

 Beneficiary focus and targeted delivery – trickle-down of benefit of development. 

 In addition to re-establising macroeconomic stability, the government also focused on last-mile delivery of 

basic services to the poor, on basic safety-nets, and on creating pathways for the benefits of growth to reach 

the bottom of the socioeconomic ladder. 

 The promulgation of the Aadhaar (Targeted Delivery of Financial and Other Subsidies, Benefits, and Services) 

Act, 2016 was one such initiative that opened a major pathway to this trickle-down. 

 Aadhaar, created a JAM (Jan Dhan, Aadhaar, Mobile) trinity that further secured Direct Benefit Transfers 

(DBT) to the intended beneficiaries. 

 Another effort to provide a basic safety net was launched through the Ayushman Bharat Yojana (ABY). 

 Infrastructure 

 In April 2018, electricity finally reached every village in India with the effort to electrify every home still 

ongoing. 

 More than 20 per cent of the existing highway length of 132,000 km being constructed in the last four years 

alone. 

 The UDAAN scheme was launched in 2017 to foster regional connectivity by extending flight connectivity to 

Tier-3 and Tier-4 towns in the country. 

 The infrastructure of the NorthEastern states was a special focus and there has been a significant 

improvement in connectivity with the building of key bridges and the expansion of railways/highways. Ex- 

Bogibeelbridge in Assam was inaugurated in December 2018. 
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 Federalism 

 Fiscal federalism strengthened significantly when the Fourteenth Finance Commission increased the share of 

states in the divisible pool of central taxes from 32 per cent to 42 per cent. 

 NitiAayog has helped institutionalize cooperative federalism by setting up teams from both the states and 

the central government to jointly evolve strategies for addressing development challenges. 

 The launch of the GST (Goods and Services Tax) in July, 2017 added a new dimension to centre-state and 

inter-state financial relations. The GST Council experience provides key learning for implementing 

cooperative federalism in several other areas such as labour and land regulation. 

 Corporate Exits: 

 Introduction of Insolvency and Bankruptcy Code (IBC) in 2016 - In addition to the large sums recovered by 

creditors from resolution or liquidation, the introduction of a framework for exit has improved the overall 

business culture of the country. 

THE NEXT FIVE YEARS: A BLUEPRINT FOR GROWTH AND JOBS 

With the micro-economic and macroeconomic foundations laid over the last five years, the Indian economy is 

ready to shift gears so that economic growth, jobs and exports can be pushed up to the next level. 

 Emphasising Growth 

 India aims to grow into a USD 5 trillion economy by 2024-25, which will make India the third-largest 

economy in the world. It will requires real annual growth rate in GDP of 8 per cent. 

 A virtuous cycle of savings, investment, exports and growth with investment as the “central driver” 

 International experience, especially from high-growth East Asian economies and China, suggests that such 

high growth of 8% can only be sustained by a “virtuous cycle” of savings, investment and exports catalysed 

and supported by a favorable demographic phase.  

 Investment, especially private investment, is the “key driver” that drives demand, creates capacity, increases 

labor productivity, introduces new technology, allows creative destruction, and generates jobs.  

 This investment can be both government investments in infrastructure, as such investment crowds in 

private investment (Chakrabarti, Subramanian and Sesha, 2017), and private investment in itself. 

 Exports must form an integral part of the growth model because higher savings preclude domestic 

consumption as the driver of final demand. Similarly, job creation is driven by this virtuous cycle.  

 The Survey departs from traditional Anglo-Saxon thinking by advocating a growth model for India that views 

the economy as being either in a virtuous or a vicious cycle, and thus never in equilibrium.  

 This model, in turn, stems from two key departures from the traditional view i.e. concept of equilibrium as a 

key tenet and the traditional view that often attempts to solve job creation, demand, exports, and economic 

growth as separate problems.  

 As these macro-economic phenomena exhibit significant complementarities, the Survey postulates the 

centrality of the triggering macro-economic variable that catalyses the economy into a virtuous cycle.  

 Importance of savings: 

 Savings and growth are not only positively correlated but their positive correlation is even stronger than 

that between growth and investment. 

 As investment is risky, entrepreneurs are exposed to the risk of idiosyncratic business failure that leads 

to the loss of the invested capital. Therefore, savings have to increase more than investment to allow for 

the accumulation of precautionary savings. 
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 Jobs 

 A general apprehension is that high investment rate will substitute labor.This thinking has led to much 

debate about labour-intensive versus capital-intensive modes of production.  

 However, the Chinese experience illustrates how a country with the highest investment rates also 

created the most jobs.  

 What matters most is whether or not investment enhances productivity and thereby international 

competitiveness. 

 Capital investment fosters job creation as capital goods production, research and development, and 

supply chains also generate jobs. 

 Coming of software and computers, while having replaced some white collar tasks, have also generated 

new labor centric tasks related to software and application development, computer security, and 

specialised tasks for loan application analysts etc. 

 Therefore, job creation can indeed be fostered by encouraging investment. 

 Exports 

 Exports must form an integral part of the growth model because higher savings preclude domestic 

consumption as the driver of final demand. Similarly, job creation is driven by this virtuous cycle.  

 This is why an aggressive export strategy must be a part of any investment driven growth model. 

 The global market is extremely competitive. capital investment enhances totalfactor productivity, which 

in turn enhancesexport performance. Therefore, investmentbecomes crucial to enhancing 

exportperformance. 

 While it is true that world trade is currently facing some disruptions, India’s share in global exports is so 

low that it should focus on market share.  

 One could even argue that the current disruptions provide an opportunity for India to insert itself into 

global supply chains. 

 GOING BEYOND THE ECONOMICS OF ʻEQUILIBRIUM’ IN THE BLUEPRINT OF INDIA’S GROWTH 

The very name of (traditional economic) models, general equilibrium, shows that they assume that the 

economy is basically in balance until an outside shock upsets it. They assume that you can understand the 

economy by studying a representative agent whose expectations and decisions are rational. This view is 

essentially linear, and the policy advice it generates is tailored to a linear system, where an action produces 

a fairly predictable reaction. Real life is not like that we need a new approach to economics that isn’t just 

about quantitative economics. An approach that integrates behavioural economics and complex systems 

theory, as well as economic history. 

 
 

But it have certain flaws. Consider the classic paper by Lucas (1990) to understand this flaw in the theory 

building process in economics. The paper attempts to explain why capital does not flow, as standard theory 

predicts, from capital-rich to capital-poor countries, because the latter would have higher returns. The 
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theory starts with some assumptions in “standard” theory such as individuals always making “rational” 

decisions, the preferences of a collection of individuals captured by the preference of a “representative 

agent”, the law of diminishing returns, etc. 

Having constructed the “standard” theory, the paper finds that the theory does not fit the real world, where 

capital flows from the poor to rich countries rather than vice versa. Capital flows from China to the United 

States provides a salient example though the phenomenon is more pervasive. As the “standard” theory does 

not fit the real world, the study labels the real world phenomenon “a puzzle”. 

In contrast, in other disciplines, especially the natural sciences and engineering, the process of building 

theories proceeds in the following direction: 

 
If we adopt this discipline, the phenomenon studied in Lucas (1990) may not be a puzzle. Consider a business 

that becomes extremely productive and is able to produce goods at very low prices, thereby capturing large 

market share and generating huge profits. The profits are usually ploughed back into the business to fund 

further investment. But suppose the profits are so large that even after reinvesting the entire amount 

required for funding new projects, the business is still left with a surplus. What would the business do? 

Invest this excess surplus in “other assets.” For instance, the business may invest in other firms. This is what 

China is doing. Why is it a puzzle then? 

 NAVIGATING A WORLD OF CONSTANT DIS-EQUILIBRIUM 

Navigating this uncertain world of dis-equilibrium requires three elements:  (i) a clear vision; (ii) a general 

strategy to achieve the vision; and (iii) the flexibility and willingness to continously recalibrate tactics in 

response to unanticipated situations. 
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MAJOR FACTORS, REFORMS AND RISKS 

 Role of demographics in the “virtuous cycle”  

 In India working age population (20-59 years), which comprised 50.5 per cent of the overall population in 

2011, will increase to about 60 per cent in 2041. 

 Change in demographics, especially in the age structure of the population, has been shown to have had a 

significant effect on economic growth throughout Asia between 1960 and 1990. 

 A rise in the share of the working-age population, brought about by a decline in the fertility rate, increases 

income per capita as output per worker remains unchanged but the number of youth dependents declines. 

 The rise in the working-age share in Asia created this accounting effect, but it also brought with it behavioral 

changes. Savings increased as life expectancy increased (Lee, Mason and Miller 2000; Bloom, Canning, 

Mansfield and Moore 2007), and consequently investment increased. 
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 In fact, changes in growth of labour force per capita, changes in the savings rate, and changes in the 

investment rate are three plausible mechanisms by which demographics affects the economic growth. 

 Savings rate in China and other high-growth East Asian economies was driven significantly by change in its 

demographics from a predominantly young to an older population. 

 Having fewer “mouths to feed” raises the availability of resources that can be saved for the future. 

 Second, due to the importance of children as a source of retirement income in the Asian/Indian context, the 

decline in the number of children by the working generation promotes saving as they must rely more on 

savings for retirement in comparison to previous generations. 

 Finally, saving also increases as a result of a composition effect: a large portion of saving tends to occur 

between the ages of 40 to 65 as people start to save for retirement. 

 Without an increase in the earnings of the working population, neither consumption nor savings can 

increase. Therefore, jobs that pay meaningful wages become crucial in driving savings rate in the economy. 

 Savings is driven primarily by demographics and income growth. Therefore, keeping domestic interest rates 

high may not encourage savings behaviour; a mildly positive real rate is good enough. As demographics and 

wages are the major factors that drive savings, policymakers obtain a key degree of freedom. 

 As investment depends crucially on a low cost of capital, reducing real interest rates need not necessarily 

lower savings when the demographics are favourable. At the same time, the reduction in real interest rates 

can foster investment and thereby set in motion the virtuous cycle of investment, growth, exports and jobs 

 The risk-return trade-off in the economy 

 Systematically lowering the risks faced by investors in India is critical for the success of the investment-

driven model for economic growth. 

 Risk pertains to the possibilities of upside, when a project performs well, and downside, when the project 

fails. So, the implementation of the IBC is crucial in this regard as it puts into process a framework for 

reconfiguration of assets following business failure. 

 However, the after-tax return for successful projects crucially affects the riskreturn trade-off and thereby 

becomes critical to foster investment. 

 Optimal tax policy plays a crucial role in this regard. Tax policy and its implementation for start-ups must be 

rationalized to foster innovative investments in the Indian economy. 

 Growth in the new economy cannot be fostered without an ecosystem that rewards innovation and 

entrepreneurship Startups and innovative ventures face significantly greater uncertainty than traditional 

“brick-and-mortar” firms. Yet, policy ambiguities that create collateral damage for genuine risk-takers can 

affect investments by dampening the animal spirits in the economy. 

 Continuing the creation of an ecosystem for private investment, especially in the new economy, is therefore 

critical to enable the virtuous cycle of investment, demand, exports, growth and jobs. 
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2. Policy for Homo Sapiens, Not Homo Economicus: Leveraging the Behavioural Economics of “Nudge”. 

THE INFLUENCE SPECTRUM OF PUBLIC POLICY 

 Public policy affects all aspects of our lives.  

 Public policy influences people to act in a socially desirable way, be it driving safely, conserving natural 

resources, educating children, respecting the human rights of fellow citizens or saving for retirement.  

 Some policies subtly influence by fostering the right incentives while others mandate desired behaviour or ban 

undesirable ones. 

 Public policies can, therefore, be graded on a spectrum capturing how strongly they influence (or coerce) 

behavior. 

 On one extreme is laissez faire and other is incentive or dis-incentive.  

 Recently, behavioral economists have discovered the efficacy of a new class of “nudge” policies that lie between 

laissez faire and incentives. Such policies leverage insights from human psychology to influence the choice 

architecture of people.  

 Nudge policies gently steer people towards desirable behaviour ever while preserving their liberty to choose. 

 
 Behavioral economics relies on essential insight from human psychology that real people do not always behave 

like robots, rational and unbiased individuals that form the basis of classical economic theory called “homo 

economicus”. 

 To a homo economicus, the choice architecture is irrelevant, as she will make the optimal choice irrespective of 

the way the choices are presented to her. However, real people respond to the choice architecture. 

 For example, a large fraction of individuals opt for the default choice, irrespective of their intrinsic preferences. 

 This is because individuals suffer from tremendous inertia when they have to make a choice, they tend to stick 

to the default option. 

 For example, studies have shown that enrolment rates in a healthcare or retirement savings plan improve 

dramatically if the plan is designed as an opt-in by default embedded with the option to opt-out, as opposed to 

voluntary enrolment by opting in. 

 Understanding these principles of behavioral economics, therefore, can bridge the gap between people’s 

preferences and the choices they make, and thereby enable informed policymaking. 

 Behavioral economics is, however, not a panacea to policymaking; its potential needs to be understood and put 

in perspective.  

 Nudge policies cannot and should not supplant every incentive-based and mandate-based policy. For example, a 

policy that merely nudges people to refrain from assaulting others will fail as such situations warrant strict 

decree or, at least, a stronger push than a mere nudge.  

 However, the majority of public policy issues are amenable to incorporating nudges. In fact, many incentive and 

mandate based policies may be clubbed with a nudge effect to increase their efficacy. 
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SUCCESSFUL APPLICATIONS OF BEHAVIOURAL INSIGHTS IN INDIA 

 Many Indian schemes that employ insights from behavioral economics have met with success.  

 The Swachh Bharat Mission (SBM) and the BetiBachao, BetiPadhao (BBBP) scheme are cases in point. 

 Swachh Bharat Mission (SBM) 

 SBM is the first sanitation program to emphasize behavior change as much as, if not more than, construction 

of toilets. Within five years of the launch of SBM, household access to toilets has increased to nearly 100 per 

cent in all states. 

 An independent verification of SBM through the National Annual Rural Sanitation Survey (NARSS) 2018-19 

has found that 93.1 per cent of rural households had access to toilets, 96.5 per cent of the households in 

rural India who have access to a toilet use it. 

 Use of Behavioural insights in the SBM 

 To initiate behavioural change in usage of toilets, more than five lakh swachhagrahis, foot soldiers of the 

SBM, were recruited and at least one of them were local. 

 People are more likely to listen to and emulate someone they know, which is why local ambassadors of 

change are more effective in getting through to people than mass media campaigns. 

 Further, SBM relies on community-based approaches to sanitation. The fear of community scorn, or a 

desire to fit in, or both, have led many to renounce open defecation. 

 SBM used yet another behavioral insight – that people internalize messages better when these 

messages make them feel a certain way. Arcane concerns about hygiene and disease appeal to few; it is 

natural that those who have defecated in the open all their lives without consequence would fail to 

absorb the message that open defecation can have deleterious effects. On the other hand, appealing to 

people’s emotions, for example by attaching a sense of disgust to open defecation, has a better chance 

of moving people to change. 
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 Correlation between Access to Toilets with Female Literacy and Female Age at Marriage 

 Measures of female literacy and early marriages of girls, which associate strongly with rigid social norms, 

correlate powerfully with access and usage of toilets across states. 

 Toilet access and usage can be suitably increased with behavioral nudges that push female literacy rates up 

and discourage early marriages of girls so SBM and BBBP complement each other. This interplay can be 

effectively used to improve the efficacy of both the schemes. 

 
 BetiBachao, BetiPadhao (BBBP) 

 BBBP Scheme was launched to address the issue of decline in Child Sex Ratio and related issues of 

empowerment of girls and women. 

 By 2018-19, all these states showed a reversal of the trend, registering an increase in SRB between 2015- 16 

and 2018-19 

 The success of the BBBP Scheme demonstrates a powerful use of the insight on ‘social norm’ in its 'Selfie 

with Daughter' initiative. 

 People’s attitude towards the girl child needed to change – people needed to stop viewing girls as burdens 

and start celebrating them instead. The selfie campaign showcased examples of parents around the country 

who were doing exactly that.  

 The celebration of the girl child quickly became the norm. Most people wanted to conform, and more and 

more parents posted selfies with their girls. 
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PRINCIPLES FOR APPLYING BEHAVIOURAL INSIGHTS TO PUBLIC POLICY 

 
AN ASPIRATIONAL AGENDA FOR PATH-BREAKING CHANGE 

 Mahatma Gandhi’s Seven Social Sins, published in Young India on October 22, 1925, provide deep insights into 

the role of social and political conditions shaping human behavior. Each of these is a statement of principle that 

can be interpreted and utilized for nudging people towards desirable behavior. 
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2. Transforming Gender Equations: From BBBP to BADLAV (BetiAapkiDhan Lakshmi Aur Vijay Lakshmi) 

 
 Our scriptures worship women as the embodiment of Shakti and exhort, as captured in the shloka above, that 

societies where women are respected prosper.  

 The campaign must draw on cultural and social norms because they affect behaviour so crucially in India 

 Therefore, this campaign can be labelled BADLAV (BetiAapkiDhan Lakshmi Aur Vijay Lakshmi) to represent the 

'change' towards gender equality. By drawing on the imagery of the forms of Goddess Lakshmi that symbolises 

wealth (Dhan Lakshmi) and victory (Vijay Lakshmi), the message of treating women as the forms of Lakshmi 

needs to be emphasized. 

Drawing on Mythological role models to reinforce the message of BADLAV (BetiAapkiDhan Lakshmi Aur Vijay 
Lakshmi) 

 Indian women have enjoyed a position of respect and reverence in ancient Indian society. Ardhanareshwar – 
a half male-half female representation of Lord Shiva – captures the equality between men and women.  

 The Rigveda identified many women sages as treasures of knowledge and foresight: the prophetess Gargi, 
who questioned the origin of all existence in her Vedic hymns and the great Maitreyi, who rejected half her 
husband’s wealth in favour of spiritual knowledge.  

 The long philosophical conversations between sage Agasthya and his highly educated wife Lopamudra are 
legendary.  

 Men in ancient Indian society were identified with their mothers, Yashoda-Nandan, Kaushalya-Nandan, 
Gandhari-Putra, as well as their wives/consorts, Janaki-Raman, Radha-Krishna. 

 Since such positive mythological insights about gender equality are readily available and deeply understood 
in Indian society, these can be used as part of a revolutionary BADLAV programme for the following 
 to explicity state the new norm of gender equality, 
 to focus attention on all those who adopt the new norm, and 
 to continuously reinforce the norm over time. 

 The last step is crucial because people’s memories are short-lived. They need to be reminded of what is 
socially acceptable behaviour and repeatedly shown examples of their conforming neighbours, until the 
norm becomes entrenched in society. Seeing is believing, i.e. only when people can see counterstereotypical 
role models of gender equality often, will their beliefs start to change. A marketing campaign by the U.S. 
government leveraged this idea perfectly when they sought to recruit women for “men’s jobs” in factories. 
They supported their marketing effort by caricaturing a cultural icon –Rosie the Riveter – a female taking a 
“man’s job” without losing her femininity. 

 Telling people what the others are doing is most effective when people can relate to the ‘others’. 
People are more likely to alter their behaviours if the ‘others’ belong to their community. Information 
campaigns promoting gender equality should emphasize, for each group of people, what the others 
from their own geography or ethnic identity are doing in this direction. This would help the “What is” 
to become the “What should be” because of people’s innate desire to follow the herd, compete with 
them and/or gain social approval 
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From Swachh and Ayushman Bharat to SundarBharath 

 A strong way to reinforce behaviour is by getting people to pre-commit to a certain course of action. Studies find 

that if people pre-commit to doing something, they are much more likely to do it. 

 SBM swachhagrahis may use this strategy to make people pre-commit to sanitation goals. Further, the 

swachhagrahis may also assist people in assessing themselves periodically, say once a month. An assisted 

reflection session in the community or on a one-on-one basis with the local swachhagrahi can prompt people to 

think about whether they acted as planned and how many times they detracted. These reflection sessions 

should culminate in a commitment about how people plan to act in the near-term future – whether they will 

refrain from open defecation next month or not. 

 Further, people often respond to disclosure of outcomes; they are more likely to sustain their new behaviour if 

told about tangible benefits that they can internalize; not aggregate statistics that they may not care about. For 

example, a swachhagrahi may disseminate information about the incidence of sanitation-related illness in her 

village and how this rate has improved after the adoption of sanitation practices. When people realize the 

tangible outcomes of their actions, they are more likely to sustain their behavior. 



 

 
 

17 
 



 

 
 

18 

 

 



 

 
 

19 

 

 

 



 

 
 

20 

 
Improving Tax Compliance 

 The great philosopher, Plato, convincingly argued centuries ago: “What is honoured in a country is cultivated 

there.” Consider military service in India, which employs one of the largest group of armed personnel in the 

world (over 14 lakhs). While the economic incentives offered to army personnel are attractive, a large section 

joins the armed forces because serving in the armed forces is considered honourable. 

 Similarly, in order to enhance tax compliance, behavioural insights need to be employed to modify the social 

norm from “evading taxes is acceptable” to “paying taxes honestly is honourable.” A start has been made 

through the budget speech of February 2019, which publicly and explicitly thanked tax payers, perhaps for the 

first time, thereby seeking to honour honest tax payers. 

 Across countries, research has highlighted that tax evasion is driven significantly by tax morale, viz., the intrinsic 

motivation of taxpayers in a country to pay taxes. Tax morale itself is driven primarily by two perceptive factors: 

(i) vertical fairness, i.e. what I pay in taxes is commensurate to the benefits I receive as services from the 

Government; and (ii) horizontal fairness, i.e., differences in the taxes paid by various sections of society.  

 For instance, citizens perceive vertical fairness to be low if they find their tax payments being squandered in 

wasteful public expenditure or by corruption.  

 Similarly, perceptions of horizontal fairness suffer when the employee class is forced to contribute 

disproportionately to income taxes while the class of self-employed gets away paying minimal taxes. Both 

perceptions contribute to high tax evasion in a country. 

 To correct vertical unfairness that can lead to tax evasion, the Government should utilise the behavioural insight 

that people identify with their neighbourhood. Signboards showing “tax money at work” in construction projects 

in a panchayat/ district explicitly convey to citizens that their tax money is used in valuable public goods, thereby 

lowering perceptions of vertical unfairness.  

 Similarly, highlighting the tax paid by other taxpayers, especially self-employed individuals, in the 

panchayat/district through SMS, billboards etc., can correct perceptions of horizontal unfairness. 

 Such information can propagate the social norm that “paying taxes honestly is honourable.” 



 

 
 

21 

 As people often indulge in conspicuous consumption to convey their social status, top 10 highest tax payers 

within a district can be highlighted and accorded due recognition. 

 This may take the form of expedited boarding privileges at airports, fast-lane privileges on roads and toll booths, 

special “diplomatic” type lanes at immigration counters, etc. Further, the highest taxpayers over a decade could 

be recognized by naming important buildings, monuments, roads, trains, initiatives, schools and universities, 

hospitals and airports in their name. Such steps can also help propagate the social norm that “paying taxes 

honestly is honourable.” 

 The repayment of debt in one’s own life is prescribed as necessary by scriptures across religions. Given the 

importance of religion in the Indian culture,the principles of behavioural economics need to be combined with 

this “spiritual/religious norm” to reduce tax evasion and wilful default in the country. 

IMPLEMENTING THE ASPIRATIONAL AGENDA FOR BEHAVIOURAL CHANGE 

 First, the proposal to set up a behavioural economics unit in the NitiAayog must be immediately activated. 

 Second, every program must go through a “behavioural economics” audit before its implementation. 

 Third, as several programs are administered by state governments, the behavioural economics team can work 

with various state governments not only to inform them about the potential benefits but also help them to 

improve the efficacy of the programs. 
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3. Nourishing Dwarfs to become Giants: Reorienting policies for MSME Growth 

INTRODUCTION 

 MSMEs that grow not only create greater profits for their promoters but also contribute to job creation and 

productivity in the economy. Our policies must, therefore, focus on enabling MSMEs to grow by unshackling 

them 

THE BANE OF DWARFISM AND ITS IMPACT ON JOBS AND PRODUCTIVITY 

 Firms employing less than 100 workers are categorized as small and firms employing 100 or more workers as 

relatively large. Firms that are both small and older than ten years are categorized as dwarfs. 

 While dwarfs account for half of all the firms in organized manufacturing by number, their share in employment 

is only 14.1 per cent. 

 In fact, their share in Net Value Added (NVA) is a miniscule 7.6 per cent despite them dominating half the 

economic landscape. 

 In contrast, young, large firms (firms that have more than 100 employees and are not more than 10 years old) 

account for only 5.5 per cent of firms by number but contribute 21.2 per cent of the employment and 37.2 per 

cent of the NVA. 

 Large, but old, firms (firms that have more than 100 employees and are more than 10 years old) account for only 

10.2 per cent of firms by number but contribute half of the employment as well as the NVA. 

 Thus, firms that are able to grow over time to become large are the biggest contributors to employment and 

productivity in the economy. In contrast, dwarfs that remain small despite becoming older remain the lowest 

contributors to employment and productivity in the economy. 

 Small firms in organized manufacturing is around 85 per cent but account for only 23 per cent of the total 

employment in organized manufacturing. 

 In contrast, large firms account for only around 15 per cent of all the firms in organized manufacturing but 

account for only 77 per cent of the total employment in organized manufacturing. 

 The above findings dispel the common notion that small firms generate the most employment. Small firms may 

generate a higher number of new jobs. However, they destroy as many jobs as well.  

 Thus, higher levels of job creation in small firms co-exist with job destruction, thereby leading to lower levels of 

net job creation 

Effect of Size compared to Effect of age 

 The share in employment as well the share in NVA trend downwards with an increase in firm age 

 Young firms account for a disproportionate share of employment and productivity. 

 Firms less than 10 years of age account for about 30 percent of employment and about half the NVA. 

Cross-Sectional Comparison 

 The average 40- year old firm in the U.S. generates five times as much more employment than the average 40-

year old Indian firm. 

 Average 40-year old firm in the U.S. is 2.5 times more productive than the average 40-year old Indian firm. 

 Thus, the comparison with other countries highlights that both employment creation and productivity do not 

grow adequately as firms age in India. 

THE ROLE OF POLICY IN FOSTERING DWARFISM 

 Our policies across the board protect and foster dwarfs rather than infants. 
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 Policies create a “perverse” incentive for firms to remain small. If the firms grow beyond the thresholds that 

these policies employ, then they will be unable to obtain the said benefits. Therefore, rather than grow the firm 

beyond the said threshold, entrepreneurs find it optimal to start a new firm to continue availing these benefits. 

 As economies of scale stem primarily from firm size, these firms are unable to enjoy such benefits and therefore 

remain unproductive. The lack of productivity and growth inhibits the ability of the dwarfs to create jobs. 

 Impact of Labor Regulation 

 India has a plethora of labor laws, regulations and rules, both at the centre and the state levels that govern 

the employer-employee relationship. Each of these legislations exempts smaller firms from complying with 

these legislations. 

 For instance, theIndustrial Disputes Act (IDA), 1947 mandates companies to get permission from the 

Government before retrenchment of employees. This restriction is, however, applicable only to firms with 

more than 100 employees. Such labor legislation creates perverse incentives for firms to remain small. 

 Comparing productivity indicators in “inflexible” versus “flexible” states 

 The Flexible States (States having flexible labor and industry laws) contribute disproportionately more, on 

average, to labor, capital and productivity when compared to the Inflexible States. 

 Moreover, due to rigidity in the labor laws, employers in Inflexible States prefer substituting labor with 

capital. 

 
 Rajasthan – a case study 

 In 2014-15, Rajasthan implemented number of labor reform. 

 In 2014-15, the average number of firms with 100 employee or more are similar for Rajasthan and the Rest 

of India.  

 However, following the law change, the number of firms with 100 employees or more have increased at a 

significantly higher rate in Rajasthan than in the Rest of India. 

 Number of labor per factory, total output of factory are increased significantly. 

 This shows the huge impact and need of labor reforms all over India 
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 Impact of Small Scale Reservation 

 The Small Scale Industries (SSI) reservation policy was introduced in 1967 to promote employment growth 

and income re-distribution. Given the predominance of dwarfs in the Indian economy and the low 

productivity and employment generation, as shown above, it is crucial to examine the role of the SSI 

reservation policy. 

 From 1997 to 2007, several product categories reserved for small-scale firms were eliminated in a phased 

manner. 

 The small-scale reservation limited the incumbent firms that intended to grow before de-reservation but 

could not do so without losing out the benefits provided by the reservation. 

 After the elimination of reservations, large firms – be it new entrants or incumbents – have created more 

employment than small firms. Across both new entrants and incumbents, the small firms destroyed jobs 

while the large firms created jobs. 

 Net job creation post the de-reservation increased with firm size for both new entrants and incumbents. 

 Overall, when benefits reserved for small firms are eliminated, younger and larger entrants create the most 

jobs while older and smaller incumbents destroy the maximum jobs. 

 This evidence highlights further that benefits provided to small scale firms irrespective of their age create 

perverse incentives for firms to remain dwarfs and there by limit their contribution to jobs. 

WAY FORWARD 

 MSMEs that grow not only create greater profits for their promoters but also contribute to job creation and 

productivity in the economy. Our policies must, therefore, focus on enabling MSMEs to grow by unshackling 

them. 

 Incentivizing ‘infant’ firms rather than ‘small’ firms – incentive should be age based rather than size based so 

that firms do not remain dwarf to avail benefit. 

 Re-orienting Priority Sector Lending (PSL) – Under MSME’s PSL targets, it is necessary to prioritize ‘start ups’ 

and ‘infants’ in high employment elastic sectors rather than dwarf firms. 
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 Sunset Clause for Incentives: Every incentivefor fostering growth should have a ‘sunset’clause, say, for a period 

of five to seven yearsafter which the firm should be able to sustainitself. The policy focus would thereby 

remainon infant firms. 

 Focus on High Employment Elastic Sectors: The manufacture of rubber and plastic products, electronic and 

optical products, transport equipment, machinery, basic metals and fabricated metal products, chemicals and 

chemical products, textiles and leather & leather products, are the subsectors with highest employment 

elasticities. 

 Focus on Service Sectors with high Spillover Effects such as Tourism: Developing key tourist centres will have 

ripple effects on job creation in areas such as tour and safari guides, hotels, catering and housekeeping staff, 

shops at tourist spots etc. 
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4. Data “Of the People, By the People, For the People” 

THE ECONOMICS OF DATA AND SOCIAL WELFARE 

 In recent years, the world has witnessed an information explosion – exponential increases in the amount of 

published data. Rising digital economy is producing more and more data. 

 Concurrent with this data explosion, the marginal cost of data has declined exponentially and the marginal 

benefit to society of using this data is higher than ever. 

 Data gathering have become easy and very cheap along with the cheap storage costs. 

 Skills and resources to process data rapidly for meaningful use is increasing.  

 Once processed, the cost of disseminating insights is negligible – it is nearly costless to transfer information 

through the internet. However, dissemination of data entails another cost – that of ensuring data privacy 

and security. 

 However, technology has largely kept pace to mitigate these risks. 
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WHY MUST DATA BE TREATED AS A PUBLIC GOOD? 

 While the private sector has done an impressive job of harnessing some kinds of data – the kind that can be 

converted into a private profit – government intervention is required in other areas where private investment in 

data remains inadequate. 

 The social sectors of the economy, such as education and healthcare, have lagged the commercial sectors in 

exploiting data. Because the private sector cannot internalize the social benefits of data in these sectors, the 

market for data in these sectors has so far not developed. 

 To ensure that the socially optimum amount of data is harvested and used, the government needs to step in, 

either by providing the data itself or correcting the incentive structure faced by the private sector, depending on 

the nature and sensitivity of data. Indeed, in the agriculture sector, the 

 Government has done exactly this by creating the e-NAM, as it is unlikely that the private sector would come up 

with a solution like this on its own. 

Ensuring data privacy while creating data as a public good 

 In the endeavour to create data as a public good, it is very important to consider the privacy implications and 

inherent fairness of data being used. 

Economies of scale and scope in the data generation process 

 Apart from the obvious necessity that data must be accurate, the need for a Government-driven data revolution 

is motivated by three key characteristics that data must possess for the synergistic benefits to accrue. 

 Firstly, it is more useful when one set of data is married with other set of data. To have the holistic picture. 

Consider, for example, the merging of disparate datasets maintained by different government agencies. 
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 Second, data needs to cover a critical mass of individuals/firms so that comparisons and correlations can be 

assessed among individuals/firms to generate useful policy insights. It requires significant initial investment 

in terms of numerous agents to report transaction information regularly, which may prove prohibitive for 

the private sector. 

 Finally, data must have a long enough time-series so that dynamic effects can be studied and employed for 

policymaking. 

 Data that contains all these three features is much more valuable than three different and disparate datasets 

that possess each of these criteria separately. But due to risk and cost involve private sector may not step in 

collection of such data. 

 Even if private sector were to put such rich data together, this would result in a monopoly that would reduce 

citizen welfare, on the one hand, and violate the principle of data by citizens, and, therefore, for citizens. 

 However, there are some kinds of data – particularly data gathered by governments on issues of social interest – 

that should be democratized in the interest of social welfare. Such data should be made public goods. As the 

private sector would fail to provide an optimal amount of any non-rivalrous, non-excludable good, government 

intervention is required. 

 Data are generated by the people, of the people and should be used for the people. As a public good, data can 

be democratized and put to the best possible use. 

BUILDING THE SYSTEM 

 The data system envisioned here involves predominantly data that people share with Government bodies with 

fully informed consent or is data that is legally sanctioned to be collected by the state for an explicit purpose 

such as tax collection, or delivering welfare. 

 The Government of India collects four distinct sets of data about people – administrative, survey, institutional 

and transactions data. 
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 Below figure shows the dispersed data which is difficult to use and make sense out of it. 

 
 Centralized data system. 

 Each department send their data to a centralized data system and this data is then made available through a 

Data Access Fiduciary to the Data Requestors. Data Requestors may be public or private institutions but can 

only access the data if they have appropriate user consent. The Data Access Fiduciary themselves have no 

visibility on the data due to end-to-end encryption. Such a model puts user consent in the center of the 

government’s initiative to make Data a Public Good. 

 A citizen is, of course, not the only possible unit of analysis. One may want to analyze schools, villages or 

hospitals. Different databases of villages, for example, may be utilized together if a unique identifier for 

every village exists. 

 Unfortunately, in many cases, ministries and departments have their own codes for a given geographical 

area; for example each village is characterized by a pin code assigned by the Department of Post, a village 

code assigned by the Department of Rural Development 

 An initiative to address this issue is the Local Government Directory, an application developed by the 

Ministry of Panchayati Raj. If all government databases requiring location codes are aligned with the codes 
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in this directory, then all databases will share a common location field that can help in merging data, and 

reduce accuracy errors in the distribution of welfare. 

 
Utilizing technological advances to eliminate all privacy concerns 

 People can always opt out of divulging data to the government, where possible. For example, one can choose 

not to participate in a survey or use government-run payments services. There are exceptions, of course. People 

cannot buy and drive vehicles without a license and registration certificate; but not requiring these data would 

threaten the enforcement of property rights, road safety and national security, which cannot be compromised. 

But for the remaining categories of data – institutional, survey and transactions – people have the choice. 

 Even if there is no viable private market choice of certain public services, the choice to share the individually 

linked data from such services will always be with the citizen under the Data Access Fiduciary Architecture. 

 Further, immutable access logs for all data would be available so that citizens know who has seen their data and 

why. 

 The principle is that most data are generated by the people, of the people and should be used for the people. 

Enabling the sharing of information across datasets would improve the delivery of social welfare, empower 

people to make better decisions, and democratize an important public good. 

TRANSFORMING INDIA’S DATA INFRASTRUCTURE 

 Harnessing data consists of four steps – gathering, storing, processing and disseminating data, each of which 

offers room for improvement in India. 



 

 
 

32 

 
APPLICATIONS 

 Once the infrastructure is in place, the applications are innumerable. 

 A robust data backbone can empower every stakeholder in society, from the Central Government to a local 

government body, from citizens to the private sector.  

 A few (in-exhaustive and illustrative) potential benefits are described below. 

 Governments themselves as beneficiaries: Being able to retrieve authentic data and documents instantly, 

governments can improve targeting in welfare schemes and subsidies by reducing both inclusion and 

exclusion errors. Datasets that utilize information across various datasets can also improve public service 

delivery. For example, cross-verification of the incometax return with the GST return can highlight possible 

tax evasion. 

 Private sector firms as beneficiaries: The private sector may be granted access to select databases for 

commercial use. Given that the private sector has the potential to reap massive dividends from this data, it 

is only fair to charge them for its use. 

Ex- Allowing the private sector access to data about students test scores across districts (with all personal 

information completely obfuscated). Using test scores of students, demographic characteristics of each 

district and publicly available data on the efficacy of public education schemes, a private firm may be able to 

uncover unmet needs in education and cater to these needs by developing innovative tutoring products 
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tailored to the specific needs of specific districts. These products would not only create profits for the 

private sector, but also monetize data and generate revenues for the government, in addition to improving 

education levels and social welfare. 

 Citizens as beneficiaries: Ex -Reserve Bank of India has announced the Non-Banking Financial Company-

Account Aggregator (NBFC-AA). A citizen may have account in SBI, loan from HDFC, Mutual Fund Investment 

through AXIS bank etc. The NBFC-AA allows users to pull that data together, for any purpose the citizen 

requires. This may be for personal finance management, or maybe to apply digitally for a new housing loan. 

WAY FORWARD 

 Through Aadhaar, India has been at the forefront of the data and technology revolution that is unfolding. As 

data for social welfare may not be generated by the private sector in optimal quantity, government needs to 

view data as a public good and make the necessary investments.  

 The benefits of creating data as a public good can be generated within the legal framework of data privacy. 

 Going forward, the data and information highway must be viewed as equally important infrastructure as the 

physical highways. Such a stance can help India leapfrog to utilise the benefits of technological advances for the 

welfare of its people.  

 In the spirit of the Constitution of India, data “of the people, by the people, for the people” must therefore 

become the mantra for the government. 
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5. Ending Matsyanyaya: How To Ramp Up Capacity In The Lower Judiciary 

“The Rule of Law and maintenance of order is the science of governance”  

                                                                                                                                    - Kautilya’sArthashastra, 4th century B.C. 

“No branch of knowledge and policy is of any avail if the Rule of Law is neglected” 

                                                                                                                                   - Kamandak’sNitisara, 4th century A.D 

INTRODUCTION 

 The relationship between economic governance and the Rule of Law (Dandaniti) has been emphasized by Indian 

thinkers since ancient times. It is seen as the key to prosperity, and a bulwark against Matsyanyaya (i.e. law of 

the fish/jungle). 

 It should be no surprise, therefore, that the Preamble to the Constitution of India defines that the first role of 

the State is ‘to secure for all its citizens: Justice, social, economic, and political’. 

 In other words, it is well accepted that economic success and prosperity are closely linked to the ability to 

enforce contracts and resolve disputes. 

 India ranked 163 in Ease of doing business index 2018 with just one rank improvement from EODB index 2017. 

Contract enforcement remains the single biggest constraint to improve our Ease of doing business ranking. 

 This is ironical for a country that has long idealized contract enforcement. As Tulsi Ramayana puts it, “praanjayi 

par vachannajayi” i.e., “one’s promise is worth more than one’s life” 

 The Indian judicial system has over 3.53 crore pending cases. At first glance, this number looks very large and 

insurmountable, but it is a potentially solvable problem. Indeed, given the potential benefits, this may be the 

best investment that the Indian economy can make. 

 District and Subordinate courts (D&S courts) account for 87.54 per cent of pending cases 

PENDENCY 

 Date from National Judicial Data Grid (NJDG) as on May 31, 2019 shows that pendency of both civil and criminal 

cases is more or less the same. 

 It reveals that Odisha, Bihar, West Bengal, Uttar Pradesh and Gujarat have higher average pendency for both 

civil and criminal cases as compared to the national averages whereas Punjab and Delhi have the least average 

pendency of cases. 

DISPOSAL 

 Disposal time is measured as the time span between the date of filing and the date when the decision is passed 

 Data from NJDG reveals that 74.7 per cent of the civil cases and 86.5 per cent of the criminal cases are disposed 

within three years. 

 The average disposal time for civil and criminal cases in Indian D&S courts in 2018 was 4.4 fold and 6 fold higher 

respectively when compared with the average of Council of Europe members (2016). 

CASE CLEARANCE RATE (CCR) 

 It is the ratio of the number of cases disposed of in a given year to the number of cases instituted in that year, 

expressed as a percentage. 

 An encouraging sign was that the CCR had increased from 86.1 per cent in 2015 to 90.5 per cent in 2017, but 

then declined to 88.7 per cent in 2018. 
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CAN THE LEGAL LOGJAM BE CLEARED? 

 There are two key issues at hand that need to be dealt with in order to make the judiciary more efficient.  

 Firstly, to achieve a 100 per cent clearance rate must be achieved so that there is zero accumulation to the 

existing pendency.  

 Secondly, the backlog of cases already present in the system must be removed. 
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 The numbers above are illustrative, but it shows that the much debated judicial logjam is solvable 

MAKING INDIAN COURTS MORE PRODUCTIVE 

 The analysis thus far has provided a gauge of how many judges would be needed in order to increase the 

clearance rate at the existing efficiency rate and the nature of the delays. However, there is a large scope for 

improving the efficiency of the process. 

 Increase number of working days: Supreme Court will work 190 days in 2019. In contrast, the average is 232 

working days for High Courts and 244 days for Subordinate courts.  

The main finding is that increasing the number of working days may improve productivity of the Supreme Court 

and in some High Courts, but is unlikely to significantly impact lower courts. Subordinate courts, which account 

for the bulk of pendency, seem to work almost as many days as government offices. 
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 Establishment of Indian Courts and Tribunal Services: For effective functioning, courts require competent 

administration to ensure that processes are followed, documents are submitted and stored, facilities are 

maintained and human resources are managed.  

It has been proposed to create a specialized service called Indian Courts and Tribunal Services (ICTS) that focuses 

on the administrative aspects of the legal system. The major roles to be played by ICTS would be (i) provide 

administrative support functions neededby the judiciary (ii) identify process inefficiencies and advise the 

judiciary onlegal reforms (iii) implement the processre-engineering. 

 Deployment of Technology: Technology can significantly improve the efficiency of courts. One major effort in 

this direction is the e-Courts Mission Mode Project that is being rolled out in phases by the Ministry of Law and 

Justice. The digitalization of cases is now allowing stake-holders to keep track of individual cases and their 

evolving status. 
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6. How does Policy Uncertainty affect Investment? 

ECONOMIC POLICY UNCERTAINTY IN INDIA 

 Economic Policy Uncertainty when measured using EPU index was the highest in 2011-12 which witnessed the 

problems of the high twin deficits and high inflation, thereby exacerbating macroeconomic vulnerability 

coinciding with the years of policy paralysis. Economic policy uncertainty has reduced significantly over the last 

decade in India. 

DECOUPLING OF ECONOMIC POLICY UNCERTAINTY IN INDIA SINCE 2015 

 Economic policy uncertainty in India moved closely in tandem with global uncertainty until 2014. However, it 

started diverging since early 2015 and seems to have completely decoupled in 2018. 

 In recent times, while the economic policy uncertainty has been increasing across the world, including US, UK 

and China; India’s economic policy uncertainty has been falling. 

 Uncertainty seems to have stabilized at lower levels in case of India since last few years, which is noteworthy 

given the recent surge in global uncertainty, partly due to rising trade tensions between US and China, 

uncertainty about outcome of Brexit, slower world growth.  

 Year 2018 saw sharp divergenc of India’s economic policy uncertainty index with that of global uncertainty 

index, which increased sharply (Figure 9). Global uncertainty index increased from 112 to 341 in the same year, 

whereas that of India remained below 100. 

 The low economic policy uncertainty index for India in last one year points towards resilience of the economy 

even in times of global trade uncertainty. 

GREEN SHOOTS OF TURNAROUND IN INVESTMENT ACTIVITY 

 After falling form close to a decade since 2008, investment activity has turned the corner since Q1 of 2017-18. 

 In fact, gross fixed capital formation as a proportion of GDP, commonly referred to as the fixed investment rate, 

fell from 37 per cent in 2007-08 to 27 per cent in the following ten years but has since recovered to 

approximately 28 per cent recently. 

 A secular trend of reducing economic policy uncertainty may have helped to foster the turnaround in 

investment activity. 

 The continued resolution of the twin balance sheet problem following implementation of Insolvency and 

Bankruptcy Code 2016 and recapitalization of banks helped to promote investment.  

 Focus on improvement in the business climate via measures to improve ease of doing business, clarity in the 

policy for FDI liberalization may have also helped in this regard by reducing economic policy uncertainty. 

RELATIONSHIP OF ECONOMIC POLICY UNCERTAINTY WITH INVESTMENT IN INDIA 

 Anand et al. (2014) found that high uncertainty and deteriorating business confidence played a role in the 

investment slowdown in India. 

 Bloom et al. (2018) found that uncertainty shocks can generate drop in GDP of around 2.5 per cent with 

heterogeneous firms.  

 Gluen and Ion (2013) using EPU index find that policy related uncertainty is negatively related to firm and 

industry level investment, and the economic magnitude of the effect is substantial. 

 The relationship of uncertainty in economic policy with investment may be through two channels. First is the 

direct relationship of economic policy uncertainty with investment growth and second is the relationship of EPU 

with other variables which in turn affect investment. 
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 Both Foreign Direct Investment (FDI) flows and Foreign Institutional Investment (FII) flows are negatively 

correlated to EPU index, implying that not only the short term inflows, but also long term capital inflows are 

affected by higher uncertainty in economic policy. 

 There are various other factors affecting investment.  

 First important factor that affects investment decision is cost of borrowing. Borrowing costs, with a lag, are 

expected to be negatively associated with investment as they reflect higher input costs. 

 Second important factor for investment is the prices that producers get for their products. Rise in prices are 

expected to trigger greater investments as businesses find it profitable to do so as long as consumption 

demand is sufficiently strong to overcome the impact of inflation. 

This is seen, as the investment growth is positively correlated to wholesale price inflation, but negatively to 

consumer price inflation. 

 Third important factor affecting investment is capacity utilization. The utilization of capacity in any quarter is 

expected to have a positive relationship with investment growth in the following quarter, as excess 

unutilized capacity in the previous quarter may lower the need for new investment in the current quarter. 

 The foreign component of fixed investment, FDI and FII flows are expected to be negatively related to the 

volatility of exchange rate. 

 It is seen that the relationship between growth in FDI and volatility of exchange rate is weak suggesting that 

foreign investors in projects have other considerations as well. On the other hand, a negative relationship, is 

seen between FII inflows and volatility of exchange rate. 

CONCLUSION AND POLICY RECOMMENDATIONS 

 While economic uncertainty stemming from uncontrollable factors remains beyond the control of policymakers, 

they can control economic policy uncertainty. Reducing economic policy uncertainty is critical because both 

domestic investment and foreign investment are strongly deterred by increases in domestic economic policy 

uncertainty. 

 India has secularly decreased domestic economic policy uncertainty since 2012 and has been exceptional in 

reducing this uncertainty since 2015 amidst a global environment of increases in the same. However, 

policymakers need to double down on reducing domestic economic policy uncertainty. 

 Survey outline a few steps in this regard: 

 First, top-level policymakers must ensure that their policy actions are predictable, provide forward guidance 

on the stance of policy, maintain broad consistency in actual policy with the forward guidance, and reduce 

ambiguity/arbitrariness in policy implementation. 

 Second, following the adage that “what gets measured gets acted upon”, economic policy uncertainty index 

must become an important index that policymakers at the highest level monitor on a quarterly basis. 

Relatedly, following the evolved academic literature in this area, government must encourage construction 

of economic policy uncertainty sub-indices to capture economic policy uncertainty stemming from fiscal 

policy, tax policy, monetary policy, trade policy, and banking policy. Tracking these sub-indices would enable 

monitoring and control over economic policy uncertainty. 

 Quality assurance of processes in policy making, which reflect the adage of “Document what you do, but 

more critically do what you document!” must be implemented in the government. 
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7. India's Demography at 2040: Planning Public Good Provision for the 21st Century 

RECENT DEMOGRAPHIC TRENDS: 

 Population growth in India has been slowing in recent decades from an annual growth rate of 2.5 per cent 

during 1971-81 to an estimated 1.3 per cent as of 2011-16. 

 Total Fertility Rate (TFR) halved from 4.5 in 1984 to 2.3 as of 2016. 

 India has reached the current TFR of 2.3 at a relatively low per capita income when compared to the experience 

of major developed economies but similar to that of other Asian countries. 

 
 The southern states, Himachal Pradesh, Punjab, West Bengal and Maharashtra are already quite advanced in the 

demographic transition, with  

(i) TFR already well below replacement level fertility;  

(ii) population growth mainly due to momentum;  

(iii) more than 10 per cent of the population over the age of 59; and  

(iv) at most one-third of the population below the age of 20. 

 In contrast, states such as Bihar, Uttar Pradesh, Jharkhand, Chhattisgarh, Rajasthan and Madhya Pradesh are still 

in the early stages of demographic transition. 

PROJECTING NATIONAL AND STATE LEVEL POPULATION 

 Projected values for 2021-41 suggest that TFR at the national level will continue to decline rapidly and will lie 

below replacement level fertility at 1.8 as early as 2021.  

 In line with the fertility patterns witnessed in other countries, TFR is expected to stabilize thereafter for some 

time around 1.7 currently seen in countries such as China, Belgium, Netherlands and Brazil. 

 At the state level, those already below replacement level fertility, including the southern states, West Bengal, 

Punjab, Maharashtra and Himachal Pradesh, are expected to see TFR decline further by 2021, reaching as low as 

1.5-1.6 and stabilizing thereafter.  
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 Even states lagging behind in the fertility transition are expected to see TFR fall significantly below replacement 

level. 

 At the state level, those already below replacement level fertility, including the southern states, West Bengal, 

Punjab, Maharashtra and Himachal Pradesh, are expected to see TFR decline further by 2021, reaching as low as 

1.5-1.6 and stabilizing thereafter. Even states lagging behind in the fertility transition are expected to see TFR fall 

significantly below replacement level to 1.8. 

 This would be as early as 2021 in Jharkhand, Haryana and Chhattisgarh, and by 2031 in Uttar Pradesh, Rajasthan 

and Madhya Pradesh. In fact, by 2031, all states would see below replacement level fertility. 

 This is in line with expectations of further decline in fertility for females in the 20-30 age-group, driven by rising 

female education, postponement of marriage, access to family planning methods, and continued decline in 

infant mortality. 

 The required replacement level fertility at the national and state level is higher than the usual benchmark of 2.1, 

i.e., due to the skewed sex ratio, a woman would have to give birth to more than 2.1 children in order for the 

population to replace itself. 

 Our estimates suggest that the effective replacement level fertility after taking into account the skewed sex ratio 

could be around 2.15-2.2 for India with a sex ratio of 1.11. 

Population Growth Trajectory 

 Demographic projections show thatIndia’s population growth will continue toslow rapidly over the next two 

decades,growing less than 1 percent during 2021-31 and under 0.5 per cent during 2031-41. 

 States ahead in the demographic transition will see a continued deceleration in population growth and reach 

near-zero growth rates by 2031-41. 

 States lagging behind in the demographic transition will also witness a marked slowdown in population growth 

during 2021-41. 

 Population growth will halveover the next two decades in Chhattisgarh,Uttar Pradesh, Rajasthan and 

MadhyaPradesh. Bihar alone will have a populationgrowth rate of 1 per cent.  

 Nonetheless,together with Jharkhand, these states willaccount for nearly two-thirds of the increasein India’s 

population during 2021-41, with just Uttar Pradesh and Bihar accounting for over 40 per cent of the increase. 

Changing Age Composition 

 With TFR reaching low levels and longevity continuing to increase, India’s population at the national level and in 

several states will begin ageing significantly in just a decade from now.  

 The share of India’s young, i.e. 0-19 years, population has already started to decline and is projected to drop 

from as high as 41 per cent in 2011 to 25 per cent by 2041 

 On the other hand, the share of elderly, 60 years and above, population will continue to rise steadily, nearly 

doubling from 8.6 per cent in 2011 to 16 per cent by 2041. 

 India’s demographic dividend will peak around 2041, when the share of working-age, i.e. 20-59 years, 

population is expected to hit 59 per cent. 

 With changing demographic composition, India’s age-structure by 2041 will resemble that of China and Thailand 

as seen during the current decade. 
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Implications for Working-Age Population 

 India’s working-age population will continue to increase through 2041, rising by 96.5 million during 2021-31 and 

by 41.5 million during 2031-41. 

 Additional jobs will need to be created to keep pace with the projected annual increase in working-age 

population of 9.7 million during 2021-31 and 4.2 million during 2031-41. 

 The size of working-age population will start to decline in 11 out of the 22 major states during 2031-41 including 

in the southern states, Punjab, Maharashtra, West Bengal and Himachal Pradesh.  

 On the other hand, working-age population will continue to rise through 2041 in states lagging behind in the 

demographic transition, particularly Bihar, Uttar Pradesh, Madhya Pradesh and Rajasthan. In principle, the latter 

states with rising working-age population could meet the labour deficit in many of the former ageing states. 

POLICY IMPLICATIONS OF AGEING 

 Elementary Schools 

 As of 2016, population in the 5-14 age-group, which roughly corresponds to the number of elementary 

school-going children, has already begun declining in India and across all major states except Jammu & 

Kashmir. Population projections suggest that this trend will continue through 2041. 

 Overall, the number of school-going children in India will decline by 18.4 per cent between 2021 and 2041. 

 In light of the projected decline in elementary school-going children, the number of schools per capita will 

rise significantly in India across all major states even if no more schools are added. 

 In fact, the number of elementary schools with less than 50 students has increased over the past decade 

across all major states except Delhi. 

 Health Care Facilities 

 Access to health care is still a major challenge in India. If India’s hospital facilities remain at current levels, 

rising population over the next two decades (even with slowing population growth rates) will sharply reduce 

the per capita availability of hospital beds in India across all major states. 

 States with high population growth are also the ones with the lowest per capita availability of hospital beds 

 Hence, there is a straightforward case for expanding medical facilities in these states. 

 For states in the advanced stage of demographic transition, however, the rapidly changing age structure will 

mean that the type of health care services will have to adapt towards greater provision of geriatric care. 

 Lack of quality data for policy formulation and research purpose 

 Retirement Age 
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 Given that life expectancy for both males and females in India is likely to continue rising, increasing the 

retirement age for both men and women going forward could be considered in line with the experience of 

other countries, for example UK is process to improve it to 67 by 2023. 

 This will be key to the viability of pension systems and would also help increase female labour force 

participation in the older age-groups.  

 Since an increase in the retirement age is perhaps inevitable, it may be worthwhile signaling this change well 

in advance – perhaps a decade before the anticipated shift – so that the workforce can be prepared for it. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

8. From Swachh Bharat to Sundar Bharat via SwasthBharat : An Analysis of the Swachh Bharat Mission 

INTRODUCTION 
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 Mahatma Gandhi once said, “Sanitation is more important than independence.” Proper sanitation and hygiene 

are essential inputs not only for healthy and disease free living but also for a dignified life as a human being. 

 The ancient Indus valley civilization accorded prime importance to sanitation by meticulously integrating 

sanitation systems into town planning. 

 Lack of access to basic sanitation services continues to be a major problem in many parts of the world. In 2015, 

2.3 billion people, globally, lacked basic sanitation services. 

 Lack of sanitation has been recognised as a major problem in India. Even after 67 years of India’s independence, 

in 2014, around 10 crore rural and about one crore urban households in India were without a sanitary toilet and 

over 55 crore – about half the country’s population – still practiced open defecation.  

 In fact, an unflattering national fact was that open defecation in India represented 60 per cent of open 

defecation globally. Poor sanitation costs India around 5.2 per cent of its GDP (LIXIL, Water Aid and Oxford 

Economics, 2016). 

 The Swachh Bharat Mission (SBM) was launched as a multi-pronged approach to enhance the level of sanitation 

in the country. 

SWACHH BHARAT MISSIONGRAMIN (SBM) 

 Recognising the need for urgent action on the sanitation front, on 2 October, 2014, the birth anniversary of 

Mahatma Gandhi, Prime Minister, NarendraModi announced India’s Swachh Bharat (Clean India) Mission to 

enhance the quality of life by promoting cleanliness, hygiene and eliminating open defecation. 

 SBM adopts a multi-faceted approach including: 

 Community participation: Ensuring appropriate participation of the beneficiary/communities, financially or 

otherwise, in the setting up of the toilets to promote ownership and sustained use. 

 Flexibility in Choice: SBM offers flexibility by building in a menu of options so that the poor/disadvantaged 

families can subsequently upgrade their toilets depending upon their requirements and their financial 

position. This is done to ensure that sanitary toilets are constructed, which ensures safe confinement and 

disposal of faeces. An illustrative list of technology options, with cost implications is provided to meet the 

user preferences and location specific needs. 

 Capacity Building: SBM augments the institutional capacity of districts to change behaviour at the grassroots 

level and strengthen the capacities of implementing agencies so that the programme could be rolled in a 

time-bound manner and collective outcomes could be measured. 

 Instil Behaviour change: Incentivizing the performance of State-level institutions to implement activities for 

behavioural change among communities. Emphasising on awareness generation, triggering mind-set 

changes, leading to community behaviour change and demand generation for sanitary facilities in houses, 

schools, anganwadis, places of community congregation and for solid and liquid waste management 

activities. 

 Broad-based Engagement: SBM set up the Swachh Bharat Kosh to encourage Corporate Social 

Responsibility and accept contributions from private organizations, individuals and philanthropists. 

 Use of Technology: Information technology and social media is imperative to this program as it allows 

citizens to keep a check on the availability of toilets for every rural household in India. Nearly 90 per cent of 

all SBM toilets have already been geo-tagged. 

 As on 29.05.2019, 93.41 per cent villages, 96.20 per cent grampanchayats, 88.60 per cent blocks and 88.41 

percent districts have been declared ODF. 

 COMPARISON ACROSS STATES FOR ODF STATUS (IN PER CENT) 
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 Most of the states have achieved the status of 100 per cent ODF coverage and only few states are yet to 

achieve their targets. 

 Goa has the lowest ODF coverage declared followed by Odisha, Telangana and Bihar. 

 SOLID AND LIQUID WASTE MANAGEMENT 

 As scientific disposal of waste has a noticeable impact on social development, there is an urgent need for 

setting up the system for the efficient disposal of waste in various states, especially rural villages.  

 In light of this, many states have undertaken various activities such asconstruction of waste collection 

centres,menstrual hygiene management activities,installation of bio-gas plants. 

 ANALYSIS OFSBM ON HEALTH ISSUES 

 Diarrhoea, malaria, still births and low birth weight cases reduced significantly between 2015 and 2019 due 

to increase in sanitation coverage. 

 Health and nutritional indicators of the children and mothers belonging to the ODF areas were 

comparatively better than their non-ODF counterparts. 

 Mortality from unsafe sanitation is estimated to have declined to about 50,000 deaths in 2017-2018 from 

140,000 before 2014. 

 According to recent study by UNICEF found that on an average, every household in an open defecation free 

village saved about `50,000 per year on account of financial savings due to lower likelihood of disease from 

using a toilet and practicing hand washing and the value of time saved due to a closer toilet. 

WAY FORWARD 

 SBM has brought in a remarkable transformation and traceable benefits to the society as a whole. 

 This mission acts as a driver for eliminating the gender disparity through the construction of gender-specific 

latrines in public areas such as schools, roads and parks. 

 India’s phenomenal journey towards sanitation for all has ensured the social, environmental and economic gains 

by ensuring that the behavioural change gets rooted in people’s consciousness. 

 Importantly, it is also alignedwith the 2030 global sustainable developmentagenda and SDGs especially the SDG 

6.2 –“By 2030, achieve access to adequate andequitable sanitation and hygiene for all, andend open defecation, 

paying special attentionto the needs of women and girls and those invulnerable situations” 

 Attention must also be accorded to the sewer construction and water availability. 

 Going forward, SBM should focus on achieving 100 per cent disposal of solid and liquid waste. Scientific 

techniques for the safe and effective disposal of waste should be the next on the agenda for this mission. 

 The cleaning of rivers should be an integral part of clean India, along with coordinated activities between Centre 

and States such as treatment of industrial effluence, drain bio-remediation, river surface cleaning, rural 

sanitation, river front development, afforestation and biodiversity conservation etc. 

 A clean India should also lead to environment friendly green India. Keeping the surroundings clean and 

maintaining hygiene would have tremendous environmental benefits. SBM needs to incorporate environmental 

and water management issues for long term sustainability and improvements. 

 The issues relating to water availability are expected to be exacerbated by the effects of climate change and 

incidence of extreme weather events. Investment in the toilet and sanitation infrastructure in future, therefore, 

demands incorporation of principles of sustainability, circular economy, and adoption of eco-friendly sanitation 

technologies. 
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 Finally, all these efforts together endeavor into culminating a Swachh (Clean), Swasth (Healthy) and Sundar 

(Beautiful) Bharat that we dreamt for us and future generations to inherit which will be a real tribute to the 

'Father of the Nation'. 
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9. Enabling Inclusive Growth through Affordable, Reliable and Sustainable Energy  

Introduction: 

 Energy is vital for development and prosperity of any economy. India, however, lags behind significantly in 

energy usage: despite accounting for 18 per cent of world’s population, India uses only around 6 per cent of the 

world’s primary energy. 

 Energy poverty has been more pervasive in India than income poverty. 

 India has a per-capita energy consumption of only about one-third of the global average. 

 India’s emphasis on energy efficiency over the decades has helped significantly in serving the country’s energy 

needs. 

 The overall electricity savings due to adoption of these energy efficiency measures is estimated at 7.21 per cent 

of the net electricity consumption in 2017-18 

 The share of renewables in total generation has increased from 6 per cent in 2014-15 to 10 per cent in 2018-19 

 Electric vehicles (EVs) represent the next generation in sustainable mobility and need to be encouraged. 

 The adoption rate of electric vehicles has been slow, largely due to the lack of charging infrastructure in the 

country and the time taken for completely charging the EVs. 

ENERGY FOR PROSPERITY 

 Historical experience across countries shows that in the initial years of economic development, increase in per 

capita GDP requires a large increase in primary energy per capita. 

 A comparison can be made between India and China, both of which started from low levels of per capita primary 

energy consumption as well as per capita GDP. However, we can see that China was able to quickly increase its 

energy consumption and grew rapidly. 

 In the medium term, for India to achieve per capita GDP comparable to that of the upper-middle income 

countries, we require greater energy resources and that too at a rapidly increasing rate. 

 However, India cannot become an upper-middle-income country without 

(i) rapidly raising its share of the global energy consumption commensurate with its share of the global 

population, and  

(ii) ensuring universal access to adequate modern commercial energy at affordable prices 

 India will have to increase its per capita consumption from the current 24 Gigajoules by 2.5 times to increase its 

real per capita GDP by US$ 5000 in 2010 prices, which will also enable it to enter the upper-middle income 

group. 

 This will require huge energy resources that would also need to increase with time. 

 A country with 100 Gigajoules of per capita energy consumption has, on an average, HDI of around 0.8 which is 

considered to be very high human development. India had a per capita energy consumption of 24 Gigajoules 

and a HDI of 0.64 in 2017 

 India would have to quadruple its per capita energy consumption to reach a HDI of 0.8 and enter the group of 

countries with high human development. 

ACCESS TO ENERGY – ENERGY POVERTY 

 There is wide disparity between urban and rural areas in access to energy. 

 A large proportion of the population especially in rural areas relies on non-commercial biomass such as firewood 

and dung cakes for their cooking/heating needs, thereby exacerbating health concerns due to poor indoor air 

quality. 
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 While the share of Liquefied Petroleum Gas (LPG) as a cooking fuel has increased over the years, the share of 

households reporting it to be as the primary source of energy for cooking has been low in the rural areas when 

compared with the urban areas. 

 Problem of energy poverty has been more pervasive than income poverty –  

 NSSO data 2011-12 shows that around 81 per cent of rural households and 59 per cent of urban households 

in lowest five percentile classes of expenditure reported firewood & chips as their primary source of energy 

for cooking. 

 However, even at the top five percentile classes in the rural areas, around 34 per cent of households in 

2011-12, which is the latest year for which this data is available, reported firewood and chips to be the 

primary source of energy for cooking while only around 50 per cent of these households reported LPG as 

their primary energy source for cooking 

 The access to clean cooking fuel has increased considerably in the recent years, especially through the efforts of 

the Government of India such as the Ujjwala scheme. As per IEA-1(2018), in 2017, 53 per cent of the population 

in India did not have access to clean cooking when compared with 68 per cent in 2010. However, this remains 

low when compared with other upper-middle-income countries such as 30 per cent for China, 4 per cent for 

Brazil and less than 1 per cent for Malaysia. 

ENERGY EFFICIENCY 

 The primary energy intensity of India’s GDP has followed a falling trend over the years. It  has fallen from 0.0004 

toe in 1990 to 0.0002 toe in 2017 

 The term energy efficiency broadly means using lesser amount of energy to produce a given amount of output. 

For example, a light-emitting diode (LED) light bulb requires less energy than an incandescent light bulb to 

produce the same amount of light i.e., it is more energy efficient. 

 The institutional and legal framework in the country for energy efficiency has been strengthened through the 

Energy Conservation Act in 2001, which created the Bureau of Energy Efficiency (BEE). 

 The overall size of the energy efficiency market in India is estimated to be US$ 22.81 billion. 
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Impact of Energy Efficiency Programmes 

 The implementation of various energy efficiency programmes has witnessed exceptional performance in terms 

of reducing energy consumption thereby leading to lower greenhouse gas (GHG) emissions and cost savings. 

 According to a BEE study, overall, this saving has resulted in total cost savings worth `53,000 crore 

(approximately) in 2017- 18 and contributed in reducing 108.28 Million. Tonnes of CO2 emission. 

 The overall electricity savings due to energy efficiency measures is 7.21 per cent of the net electricity 

consumption in 2017-18. 

SUSTAINABILITY OF ENERGY GENERATION 

 Coal remains the largest source of electricity generation mix globally, with 38 per cent market share in 2018 

(IEA, 2019). 

 In terms of generation capacity, at the end of 2018, global renewable generation capacity amounted to 2351 

GW that constituted around a third of total installed electricity capacity (IRENA, 2019). 

 Almost 60 per cent of India's installed capacity is in thermal power out of which the main component is the coal 

based thermal power plants. 

 India’s Nationally Determined Contribution (NDC) under the Paris Agreement states that India will achieve 40 

per cent installed capacity of power from non-fossil fuels by 2030. 

 While there has been tremendous increase in the renewable energy capacity, fossil fuels, especially coal, would 

continue to remain an important source of energy.  

 Further, it may not be advisable to effect a sudden abandonment of coal based power plants without complete 

utilisation of their useful lifetimes as it would lead to stranding of assets that can have further adverse impact on 

the banking sector. 

 Further, considering the intermittency of renewable power supply, unless sufficient technological breakthrough 

in energy storage happens in the near future, it is unlikely that thermal power can be easily replaced as the main 

source of energy for a growing economy such as India. 

 Given the sustainable energy objectives of the country and the importance that coal based power plants entail, 

there is a need for building capacity for cleaner and more efficient coal technologies. 

 Also important is the economy’s ability to generate greater output from available energy resources and its 

resource endowments. 

POTENTIAL OF RENEWABLE ENERGY 

 India has been undertaking one of the world’s largest renewable energy expansion programmes in the world. 

 The share of renewable energy is progressively increasing in the Indian electricity mix. 

 Now globally India stands 4th in wind power, 5th in solar power and 5th in renewable power installed capacity. 

 The cumulative renewable power installed capacity (excluding hydro above 25 MW) has more than doubled 

from 35 GW on 31 March 2014 to 78 GW on 31 March 2019. 

 In addition, around 27 GW renewable power capacity is under installation and over 38 GW under bidding.  

 The target is to achieve an installed capacity of renewable based power of 175 GW by the year 2022. 

 Government has been taking a slew of measures for the renewable energy sector. Traditionally, renewable 

energy has been supported through various fiscal and financial incentives.  

 As the viability of renewable energy has improved drastically in the recent times, tariff discovery is made 

through reverse auctioning process. 

 The solar tariff has come down from around `18/kWh in 2010 to `2.44/ kWh in bids conducted in 2018. 
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 The initial target of the National Solar Mission upto the year 2022, was to install 20 GW solar power, which was 

further enhanced to 100 GW in early 2015. The solar power installed capacity has increased around 1000 times 

from 25 MW as on 31 March, 2011 to 28.18 GW as on 31 March, 2019. 

 Priority has been accorded to seamless integration of renewables into the grid and better grid stability.  

 In order to facilitate smooth integration of increasing share of renewables into the national grid, Green Energy 

Corridor project continues to be in operation.  

 Eleven Renewable Energy Management Centres are already at different stages of installation. 

 KisanUrjaSurakshaEvamUtthaanMahabhiyan (KUSUM) scheme envisages around 2.75 million solar pumps and, 

on a pilot basis, 1 GW decentralized solar power plants in uncultivable lands of farmers to enhance income of 

farmers. 

 Broad estimates suggest that additional investment in renewable plants for upto the year 2022 (without 

transmission lines) would be about US$ 80 billion at today’s prices and an investment of around US$ 250 billion 

would be required for the period 2023-2030. 

 India has great potential for hydro power generation. However, the utilisation of hydro power for meeting the 

power generation needs have been limited. India has a hydro potential of around 145320 MW, out of which 

45400 MW have been utilized. 

 As we move towards greater energy requirements in future, this source of energy, which is climate friendly 

compared to traditional sources of power, can play a major role. 

 However, high tariffs have been a major obstacle. To encourage the hydro sector, a new Hydro Policy has been 

approved which includes recognizing large hydropower projects as a renewable energy source. 

 

ELECTRIC VEHICLES (EVs) IN INDIA 

 In India, transport sector is the second largest contributor to CO2 emissions after the industrial sector. 

 With the aim to increase electric mobility in road transport emerge as a hub for manufacturing of such vehicles, 

National Electric Mobility Mission Plan 2020 (NEMMP) was launched. Its objective is to achieve sales of 60-70 

lakh units of total EVs by 2020. 

 In 2015, the Faster Adoption and Manufacturing of Electric vehicles (FAME) scheme was launched to fast-track 

the goals of NEMMP. FAME India Phase II has been launched, with effect from 1 April 2019. 

 In addition to the initiatives of the Government of India, several states, including Karnataka, Kerala, Telangana, 

Maharashtra and Andhra Pradesh, Uttar Pradesh, Uttarakhand, have drafted EV policies to complement the 

national policy and address state-specific needs. For instance Telangana has targeted 100 per cent electric buses 

for intracity, intercity and interstate transport for its state transport corporation. 

 Globally, the sales of electric cars have been rising at a fast pace from just over 2000 units being sold in 2008 to 

over 10 lakh in 2017. 

 In India, electric two wheelers have been the major part of EV sales with sales of around 54,800 in 2018 (NITI 

Aayog, 2019). Compared to this, sales of electric cars have been only around 2000 in 2017 (IEA- 2, 2018). 

 Studies world over suggests that the market share of EVs increases with increasing availability of charging 

infrastructure. 

 In India, the limited availability of charging infrastructure seems to be a major impediment to increased adoption 

of EVs. 
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 Another major impediment is that of time taken for completely charging EVs, compared to conventional vehicles. 

Even fast chargers can take around half an hour to charge an electric car while slow chargers could take even 8 

hours. 

 It is, therefore, an important policy issue to come up with universal charging standards for the country as a whole 

to enable increased investment in creation of such infrastructure.  

 It is equally important to provide information on public chargers to the users of EVs through online maps and 

other means such as physical signage. This will encourage increased ease of adoption of EVs. 

 Also, since the battery is the heart of any EV, development of appropriate battery technologies that can function 

efficiently in the high temperature conditions in India need to be given utmost importance (NITI Aayog, 2018) 

 According to NITI Aayog (2019), if India reaches an EV sales penetration of 30 per cent for private cars, 70 per 

cent for commercial cars, 40 per cent for buses, and 80 per cent for 2 and 3 wheelers by 2030, a saving of 846 

million tons of net CO2 emissions and oil savings of 474 MTOE can be achieved. 

 It also provides us an opportunity to grow as a manufacturing hub for EVs, provided policies are supportive. 

While various incentives have been provided by the government and new policies are being implemented, it is 

important that these policies not only focus on reducing the upfront costs of owning an EV but also reduce the 

overall lifetime costs of ownership 

WAY FORWARD 

 Energy is the mainstay of the development process of any economy. 

 The priority for the government is ensuring access to sustainable and clean energy sources. Given the close link 

between energy consumption and various social indicators, this attains even greater importance. 

 Compared to the income dimension of poverty, its energy dimension is even more severe. Government of India 

initiated a big step in the form of the Pradhan MantriUjjwalaYojana, providing access to around 7 crore 

households under the scheme. The task now is to ensure that households with LPG continue to use the clean fuel 

for cooking purposes through continued refilling. 

 In terms of household electrification, India has achieved almost 100 per cent with electrification of 21.44 crore 

households. 

 Not only does India have to meet the energy needs of the future, it has to do so in a more sustainable manner. 

While renewable energy capacity has been expanded manifold, fossil fuel based energy is likely to continue to be 

an important source of power. 

 Overall, energy efficiency is a strategy that can lead to a win-win situation through better utilization of energy 

resources. 

 Future policy direction should orient itself to enhanced energy efficiency programmes in different sectors of the 

economy as well as technological solutions to better utilize the natural resource endowments of the country for 

greater prosperity. 

 EVs hold enormous potential for India not only because it is environment friendly but also because India can 

emerge as a hub of manufacturing of EVs generating employment and growth opportunities. 

 It may not be unrealistic to visualize one of the Indian cities emerging as the Detroit of EVs in the future. 

 To conclude, India‟s economic future and prosperity is dependent on her ability to provide affordable, reliable and 

sustainable energy to all her citizens. 
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10. Effective Use of Technology for Welfare Schemes – Case of MGNREGS 

 
Work gets accomplished by putting in effort, and certainly not by mere wishful thinking 

INTRODUCTION 

 Today‟s workforce programs, which are popularly used across the world to alleviate distress and poverty, owe 

their intellectual origins to “food for work” programs during the rule of Chandragupta Maurya (320 BC to 

298 BC). 

 In fact, as acknowledged by Drekmeier (1962), “food for work” is first referred in Kautilya‟sArthashastra. 

 The Mahatma Gandhi National Rural Employment Guarantee Act (MGNREGA), which was enacted through 

an Act of Parliament in 2005, represents the modern version of such “food for work” programmes in India. 

 The programme was initiated to ameliorate rural distress by providing at least 100 days of manual labour at 

minimum wages to anyone who seeks employment under the program.  

 Creation of productive assets for prescribed quality and durability, social inclusion, gender parity, social 

security and equitable growth form the founding pillars of the programme. 

 The Act states that “the objective of the legislation is to enhance the livelihood security of poor households in 

rural areas”. For the rural poor, even slightest economic distress can be a threat to their livelihood. The 

programme was, therefore, designed such that rural poor could turn to it in times of need and that it could 

mitigate distress by providing adequate work in times of distress. 

 In the first decade of its existence, MGNREGS had been saddled with several inefficiencies, including 

widespread corruption, political interference, leakage, and significant delay in wage payments. 

 Delays in payments can materially drive genuinely distressed farmers away from MGNREGS thus defeating 

the very purpose of the programme. 

 The programme was reviewed in 2015 and the government initiated major reforms using technology and 

emphasised on bringing in more transparency and accountability, robust planning and creation of durable 

productive assets. 

USE OF TECHNOLOGY IN IMPLEMENTATION OF MGNREGS 

 In 2015, the Pradhan Mantri Jan DhanYojana (PMJDY) was launched to ensure universal access to banking 

facilities with at least one basic banking account for every household. 

 By December, 2015, the total number of Aadhaar enrolments in the country exceeded 100 crore, thereby covering 

a major portion of the adult population. 

 The bank accounts of people, including those opened under PMJDY, were linked to their unique Aadhaar 

numbers, which facilitated cross verification of identities. By expanding the mobile payment options, the 

Government was able to ease the connectivity issue as people could get access to banking facilities using their 

mobile phones.  

 So, the JAM trinity enabled the roll-out of DBT by streamlining the validation/verification of beneficiaries as well 

as the process for release of funds. This ensured timely transfer of funds to the right beneficiary and enabled 

effective targeting under welfare schemes. 
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 National electronic Fund Management System (NeFMS) 

 Under the system, the Central Government directly credits the wages of the MGNREGS workers, on a real 

time basis, to a specific bank account opened by the State Governments.  

 All the Programme Officers debit this state-level single account for authorization of wage payment.  

 This initiated the implementation of DBT in the Scheme. 

 As a result of this initiative, the e-payment under MGNREGS has increased from 77.34 per cent in FY 2014-

15 to 99 per cent in FY 2018-19. 

 Aadhar Linked Payments (ALP) 

 Almost 55.05 per cent of all the payments under MGNREGS are through Aadhaar Based Payment Systems 

(ABPS) 
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IMPACT OF DBT ON EFFECTIVENESS OF MGNREGS 

 Coverage:worker turnoutis higher in the post DBT years as compared to pre-DBT years indicating that 

employment generated is higher post implementation of DBT. 

 Timely Payment of Wages: In 2014-15, 26.9 per cent of the payments were generated within 15 days, which has 

now risen to 90.4 per cent in 2018-19. 

 Demand for MGNREGS Work 

 Given that there has been an increase in amount disbursed to bank accounts post implementation of ALP and 

a decline in delayed payments, it is expected that there will be an increase in demand for work under the 

programme in distressed areas (Agarwal et al., 2019). 

 In the blocks not affected by drought, there is no effect of ALP on the number of persons demanding work. 

Crucially, however, in blocks that are affected by drought, the persons demanding work increases by 20.7%. 

 It appears, therefore, that before the implementation of ALP, the rural poor treated MGNREGS as an option 

to earn additional income during good times rather than a shock absorber during bad times. 

 Supply of MGNREGS work 

 There is very little change in supply of NGNREGS work due to the implementation of ALP in the blocks not 

affected by drought. In contrast, we observe a 20% increase in the supply of work in blocks that are affected 

by drought. 

 This suggests that the supply of work under MGNREGS also responds to the increase in demand in the blocks 

affected by drought. 

 It can be inferred that the increased state capacity to implement anti-poverty programmes brought about by 

ALP can potentially bridge the demand supply gap in MGNREGS. 

 With reliable data, it is possible that the Central and State governments will be able to effectively monitor the 

implementation of MGNREGS and nudge the officials to provide jobs wherever and whenever they are 

needed the most. 

 Work Done under MGNREGS 

 The actual work done under MGNREGS also increased significantly in blocks affected by drought due to the 

use of ALP.  
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 This increase was more than double the increase in blocks that were unaffected by drought. 

 Impact on Vulnerable Sections of the Society 

 After implementation of ALP, women, SC and ST workforce increased under MGNREGS during times of 

economic distress. 

USE OF DATA ON CONSUMPTION TO PROXY DISTRESS 

 Areas with low consumption expenditure have higher MGNREGS demand as compared to areas with higher 

consumption expenditure. 

WAY FORWARD 

 DBT through Electronic Fund Management Systems in MGNREGS has streamlined the fund flow process and 

helped in better targeting, reduction in delay in payments to beneficiaries, minimized leakages and above all led to 

substantial saving of funds.  

 More importantly, it has enabled MGNREGS to be effective in alleviating distress of workers. 

 Both demand and supply of work under the Scheme increased, especially in blocks suffering from distress and 

from the vulnerable sections of society, including women, persons with disability, SCs and STs 

The above analysis has the following policy implications: 

 Probable Indicator of distress: Demand for work under MGNREGS may be used to develop a real-time 

indicator of distress at the granular district/ panchayat level. By utilizing information on demand for work under 

MGNREGS and correlating it with other real-time measures of weather etc., that lead to rural distress, a 

dashboard can be created which flashes „alerts‟ from areas under local distress to enable policymakers to act in a 

timely manner to alleviate such distress 

 Expansion of ‘works’ under MGNREGS: To further increase the effectiveness of the Scheme, the definition of 

„works‟ under the Scheme should be regularly reviewed and amended in light of the requirements. Inclusion of 

de-silting of canals and water bodies in the Water Conservation Mission would enhance their storage capacity and 

mitigate the frequency of floods. 

 Up-skilling the MGNREGS Workers: The objective of the scheme to enhance livelihoods for households can 

be reinforced by enabling them to acquire suitable skills, which in turn will help them increase incomes and 

provide horizontal and vertical mobility to them. The convergence of MGNREGS with 

DeenDayalUpadhyayaGrameenKaushalyaYojana (DDU-GKY) and involvement with women Self-Help Groups 

needs to be strengthened so that supply for skilled wage labour increases. 

 Expanding use of JAM to other Welfare Schemes: The experience of increasing the effectiveness of 

MGNREGS by using DBT and ALP lends immense credibility to adoption of this strategy in other programmes. 

 Use of Digital Infrastructure for micro benefits: A huge digital infrastructure, linking Aadhaar, bank accounts 

and mobiles has been created and effectively used for MGNREGS - the largest welfare programme. This can be 

used to expand the reach of the programmes. through provision of micro-insurance, micropensions and micro-

credit to people in every corner of the country. Its wide use can lead to financial and economic inclusion 

benefitting the vulnerable and marginalized sections of the society. 
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11. Redesigning a Minimum Wage System in India for Inclusive Growth 

INTRODUCTION 

 Minimum wages for labor rendered has been a feature of society since ancient times. 

 For instance, the famous Indian treatise from 2nd Century BCE, Arthashastra, ordained “the lowest wages for 

state employees was 60 panas per year for unskilled workers such as servants, guards, valets, palanquin bearers, 

and labourers.” 

 In recent years, minimum wage systems have been strengthened by many countries to lift workers out of poverty 

and to reduce levels of inequality. The renewed interest in minimum wage arises as recent literature and evidence 

suggests that minimum wages can promote social justice without any major negative implication for employment 

if wages are set at an adequate level. 

 In the last five years, during a period of global economic slowdown, sluggish global trade and export growth, 

India‟s growth story has been powered by private consumption. Therefore, with 93 per cent workers in the 

informal economy, a well designed minimum wage system can reduce inequalities in incomes, bridge gender gaps 

in wages and alleviate poverty. 

MINIMUM WAGE SYSTEM IN INDIA 

 The Indian Minimum Wage System has been quite a debated and dynamic issue. India was one of the first 

developing countries to introduce minimum wages with the enactment of the Minimum 

 Wages Act way back in 1948. The Act protects both regular and casual workers. Minimum wage rates are set both 

by the Central and the State governments for employees working in selected „scheduled‟ employment.  

 Minimum wages have been set for different categories of workers according to skill levels, location and 

occupations. The Act did not prescribe norms for fixing the level of the minimum wage. 

 However, it provided for tripartite advisory boards consisting of employers, employees of scheduled 

employments, and independent persons to advise the Government in fixing minimum wages. 

NATIONAL LEVEL MINIMUM WAGE 

 The idea of a national level minimum wage has been debated since the enactment of the Minimum Wages Act in 

India.  

 The main argument against a national minimum wage has been the existence of wide disparities in economic 

development and large variations in cost of living between regions and states. 

COMPLEX MINIMUM WAGE SYSTEM IN INDIA 

 Over the last 70 years, the minimum wage system in India has expanded and has become complex. The first set of 

complexities arises from issues relating to its coverage. Today, there are nearly 429 scheduled employments and 

1,915 scheduled job categories for unskilled workers. 

 A second set of complexities arises from the lack of uniform criteria for fixing the minimum wage rate. In some 

states or in specific scheduled employments, minimum wages are linked to the cost of living, through a variable 

dearness allowance (VDA) whereas other states do not include the VDA component. All this affects the level and 

variation of wage rates that can be observed across and within States. 

 The notified lowest minimum wage rate (per day) varies from `115 in Nagaland to ` 538 in Delhi. The range 

(difference between highest and lowest minimum wages) in each state varies from ` 16 in Nagaland to 905 in 

Kerala 

 The third set of complexities arises from the fact that Minimum Wages Act does not cover all wage workers. 

 One in every three wage workers in India has fallen through the crack and is not protected by the minimum wage 

law (ILO, 2018). 

 India has taken a number of steps to improve overall coherence, for example, by declaring a national minimum 

wage floor and strengthening the coordination of the Central Advisory Board with State Advisory Boards, and by 
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promoting states to determine minimum wage rates through consultations within five broader regional 

committees.  

 However, a simple system covering as many workers as possible, understood by all, and easily enforceable is the 

key to improve the effectiveness of minimum wage. 

DIFFERENT MINIMUM WAGE ACROSS STATES: IS IT JUSTIFIED? 

 The main justification for persisting with different levels of minimum wages across states is that they reflect 

different levels of economic development. 

REFLECTION OF GENDER DISCRIMINATION THROUGH MINIMUM WAGE PROVISIONS 

 While the Minimum Wages Act does not discriminate between women and men, an analysis of minimum wages 

for different occupations shows persistence of systematic bias. 

 For instance, women dominate in the category of domestic workers while men dominate in the category of 

security guards. While both these occupations fall within the category of unskilled workers, the minimum wage 

rate for domestic workers within a state is consistently lower than that for the minimum wage rates for security 

guards. 

COMPLIANCE WITH THE MINIMUM WAGE ACT 

 The proliferation of minimum wage rates and scheduled employments is a strong deterrent for compliance. 

 Different statutory minimum wage rates for the same occupation between states combined with the wide range 

between the lowest and highest minimum wages can trigger migration of the industry to lower wage 

regions/state.  

 As the impact of minimum wage levels on employment and poverty depends on the level of compliance and 

enforcement (Soundararajan, 2014), it is of paramount importance to rationalise the minimum wage policy. 

 Currently National Floor Level Minimum (NFLMW) is non-statutory. Yet, the NFLMW can provide a useful 

benchmark for assessing the spread of the range of minimum wages fixed for unskilled workers across states. 

 A second measure of compliance could be to compare actual wages received by various categories of workers 

with the notified minimum wage. 

 To get an aggregate picture, the NFLMW is used as the notified minimum wage. By this measure, the proportion 

of vulnerable workers receiving wages below the NFLMW can be an index of non-compliance. 

 Using this measure, Kannan and Papola (2017) show that 39 per cent of the male casual workers and 56 per cent 

of women casual workers in rural areas, and 28 per cent of male casual workers and 59 per cent of women 

casual workers in urban areas received wages below the NFLMW in 2012. In 2004, the same figures were 78 per 

cent (male rural), 96 per cent (female rural) and 49 per cent (male urban) and 88 per cent (female urban). This 

indicates a trend towards increasing compliance and that there is a gender gap in compliance similar to the 

gender gap in level of minimum wages. 

IMPACT OF MINIMUM WAGES 

 Impact on wage levels: Rani, Belser and Ranjbar (2013) -the minimum wage acts as a benchmark that pulls up 

wages in the low-paid and informal sector by enhancing the bargaining power of vulnerable workers. 

 Impact on Wage Inequality:  

 International experience suggests that greater compliance with minimum wages has led to reduction in 

wage inequality. Between 1993 and 2011, the average real wages increased in India, with the fastest growth 

recorded for casual labour, women’s labour, and rural/agricultural labour (ILO 2018).  

 Despite these increases, the existing wage inequality measured by the Gini coefficient remains very high by 

international standards.  
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 Going deeper, it is seen that this inequality has increased amongst regular workers while it has decreased 

among casual workers. 

 It is, therefore, established that well-designed and effective implementation of minimum wages will 

strengthen the trend towards decreasing wage inequality especially at lower levels.  

 This becomes all the more significant as women constitute the majority of the bottom rungs of the wage 

distribution. This also shows how compliance of the statute is imperative for increasing welfare. 

 Impact on Employment 

 Rani, Belser and Ranjbar (2013), in a study of 70 districts of India, find that there was no impact of minimum 

wages on employment between 2005 and 2010. 

 However, Menon and Rogers (2017) report a positive effect of minimum wages on employment levels for 

both men and women. 

 

WAY FORWARD 

 It is evident from above that a well designed minimum wage system can be a potent tool for protecting workers 

and alleviating poverty, if set at an appropriate level that ensures compliance. 

 International experience has shown that relatively simple systems are more effective and usually complex 

systems are least effective. 

 Some policy recommendations for an effective design of minimum wages system are as follows: 

 Simplification and Rationalization: Rationalization of minimum wages as proposed under the Code on 

Wages Bill needs to be supported. The definition of wage in the new legislation should subsume the present 

situation of 12 different definitions of wages in different Labour Acts. 

 Setting a National Floor Level Minimum Wage: Central Government should notify a “national floor 

minimum wage” that can vary across the five geographical regions.Thereafter, states can fix the minimum 

wages, which shall not be less than the “floor wage.” This would bring some uniformity in the minimum 

wages across country and would make all states almost equally attractive from the point of view of labour 

cost for investment as well as reduce distress migration. 
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 Criteria for setting minimum wage: Further, the Code on Wages Bill should consider fixing minimum wages 

based on either of the two factors viz;  

(i) the skill category i.e unskilled, semi-skilled, skilled and highly skilled; and  

(ii) the geographical region, or else both. 

This key change would substantially reduce the number of minimum wages in the country. 

 Coverage: The proposed Code on Wages Bill should extend applicability of minimum wages to all 

employments/workers in all sectors and should cover both the organized as well as the unorganized sector. 

 Regular adjustment: A mechanism should be developed to adjust minimum wages regularly and more 

frequently, similar to countries like Montenegro, Netherlands etc. where the minimum wage adjustment 

takes place every six months (ILO, 2014).  
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 Role of Technology: Use of a variety of online, mobile phone and networking technologies have the 

potential to facilitate the collection and analysis of labour statistics, assist with the dissemination of 

information about labour laws and policies, reduce costs and improve transparency.  

A national level dashboard can be created at the Centre with access to the state governments whereby the 

states can regularly update the notifications regarding minimum wages. This portal must be made available 

at Common Service Centres (CSCs), rural haats etc., with the required mass media coverage so that the 

workers are well-informed and their bargaining skills and decision-making power are strengthened. 

The system should be built in a way that flashes ‘red’ alerts if the statute is not being followed in any state 

or occupation in the notified area. 

 Grievance redressal: There should be an easy to remember toll-free number for anybody to register his 

grievance on non-payments of the statutory minimum wages. Swift action should be taken against the 

offenders and this action should be flashed on the dashboard without going into specific details. The 

impression of action being taken would act as a deterrent to employers to flout the statute. 

CONCLUSION 

 An effective minimum wage policy is a potential tool not only for the protection of low paid workers but is also 

an inclusive mechanism for more resilient and sustainable economic development. 
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