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Ahead of Union Budget 2022, the Economic Survey released on January 31, 2022, that brings out Agile approach
adopted by the Indian economy to response to the COVID -19 repeated pandemic and facilitates a better
appreciation of the mobilization of resources and their allocation.

The economic survey 2021- 2022 came in a single volume this year written under the cloud of Omicron wave and
relates to art and science of policy - making under conditions of extreme uncertainty. The key highlights from the
economic survey are as below:

State of the Economy and response to the pandemic:

• Economic impact of ‘second wave’ was much smaller than that during the full lockdown phase in 2020-21,
though health impact was much more severe.

• Though lesser than estimated GDP growth rate of 11.5%, moving hand in hand with IMF’s assumption of 9%
growth, the GDP growth rate for 2021-22 expected as 9.2% subsequent to contraction of 7.3% in 2020-21. The
GDP projected to grow by 8-8.5% in 2022-23 (IMF’s projection of 7.1%) which would make India the fastest
growing major economy in the world.

• Agriculture and allied sectors least impacted by the pandemic expected to grow by 3.9 percent; industry by
11.8 percent and services sector has been hardest hit by the pandemic estimated to grow by 8.2 percent in
2021-22.

• ‘Agile’ approach is the use of eighty High Frequency Indicators in an environment of extreme uncertainty.
Government’s flexible and multi-layered response based on ‘Agile’ framework that uses feedback- loops and
monitoring real-time data and unique response comprises of safety -nets to cushion the impact on vulnerable
sections of the society and business sector, significant increase in the capital expenditure to spur growth and
supply side reforms for a sustained long-term expansion.

• Macroeconomic stability indicators, combination of high foreign exchange reserves, sustained foreign direct
investment and rising export earnings will provide adequate buffer against possible global liquidity tapering and
challenges of 2022-23.

• The emphasis on supply side reforms such as deregulation of numerous sectors, simplification of processes,
removal of legacy issues and production- linked incentive, etc. rather than a total reliance on demand
management for gauging economic development.

Fiscal Policy and related measures:

• The bouncing back of the economy have made inexplicable difference in the revenue receipts, buoyant tax
collection for both direct and indirect taxes along with non-tax revenue boosted by RBI’s surplus transfer to the
government, have contributed to the increase in the revenue pool.

• The gross monthly GST collections have crossed Rs.1 lakh crore mark consistently since July 2021, after
quickly recovering from a dip in June 2021 following the second wave of COVID -19.

• The Gross Tax Revenue registers a growth of over 50 percent during April to November 2021 in YoY terms
enough strong compared to pre-pandemic period. The impact of the second wave of COVID– 19 on GST
collections was much more muted as compared to the first wave.
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• Within direct taxes, personal income tax has grown at 47.2% over April-November 2020 and 29.2% over the
April-November 2019. The corporate income tax registered a growth of 90.4% over April-November 2020 and
22.5% over April-November 2019.

• The ongoing improvement in revenue performance during the current year can also be attributed to
increased tax compliance enabled by various tax administration and policy reforms implemented by the
Government in the past few years.

• The government reaffirm its commitment towards privatization and strategic disinvestment of public sector
enterprises for boosting privatization drive.

• Customized expenditure policy emphasising on the capital expenditure coupled with revenue collection help to
strengthen the fiscal position on one hand and create fiscal space on the other.

• The General Government liabilities as a proportion of GDP increased steeply during 2020-21 on account of the
additional borrowings due to the shortfall in revenue and higher expenditure requirements arising out of
COVID-19 pandemic. However, in 2021-22 BE, the fiscal indicators are expected to rebound with the recovery
in the economy and the Government is expected to follow the path of fiscal consolidation.

External sector:

• Considerable rebound is witnessed in merchandise exports which is remarkable in view of moderation in global
trade growth. Various initiatives taken by the Government have acted as booster to reduce the adverse impact
of COVID-19 and address liquidity tampering.

• The current account deficit of 0.2% of GDP was financed by robust capital flows resulting into surplus balance of
payments of USD 63.1 in 2021-22. It is yet to be seen that how the new variants of COVID-19 will test the
resilience of India’s external sector.

Monetary management and financial intermediation:

• Accommodative monetary policy and RBI measures have helped to mitigate the adverse impact of COVID-19
pandemic. Despite several rate cuts in 2019-20 and 2020-21, the repo rate was maintained at 4% in 2021-22.

• The surplus liquidity position well demonstrated the partial healing of the liquidity and realignment of the
regulatory measures. The capital to risk weighted asset ratio of Scheduled Commercial Banks increased due to
the improvement in private and public sector banks.

• It has been an exceptional year for capital market as 75 companies have listed on the bourses garnering INR
890 billion. Funds raised through public issue in debt was doubled during April – November 2021 as compared
to those raised during the corresponding previous year.

• On contrary, Investment by FPI witnessed a dip of 82.8% during April-November 2021 and the insolvency
process witnessed further suspension due to the COVID-19 pandemic during end of 2020-21. Further, 65% of
the total IBC admitted cases have been closed either by resolution, withdrawal or liquidation.

• The Insolvency and Bankruptcy Code was amended to involve pre-packaged insolvency resolution process for
ensuring quicker outcomes to the Micro, Small and Medium Enterprises from the insolvency resolution process
and adoption of the United Nations Commission on International Trade Law (UNCITRAL) with certain
modifications to deal with cross-border insolvency issues.
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Prices and inflation:

• The average retail inflation in 2021-22 has declined to 5.2% as compared to that of 6.6% in 2020-21.

• Effective supply-side management for essential commodities, proactive measures taken to control price rise in
pulses and edible oils, reduction in central excise, VAT by most States easing petrol and diesel prices have
contributed immensely to moderation of inflation index

• Swift recovery was witnessed during two pandemic waves in housing transactions due to government
measures taken for increasing the affordability. Further, several steps / initiatives introduced to ensure and
regulate the affordability of drugs and medical devices under Pharma sector.

Sustainable Development and climate change:

• The initiatives like the Plastic Waste Management Amendment Rules, 2021 for phasing out single use plastic by
2022, increase in the forest coverage, ground water resource management, reduction in effluent discharge in
Ganga, need to begin ‘LIFE’ movement was underlined during 2021. It has made India to stride towards
achieving social, economic and environmental goals in the face of considerable human and economic costs
imposed by the pandemic.

Sectoral Highlights:

Agriculture and Food Management:

• The performance of the agriculture and the allied sector has been resilient to the COVID-19 shock. As per the
latest Situation Assessment Survey (‘SAS’) conducted in 2021, the fragmentation of landholdings has led to
alternate sources such as livestock, fishery and wage labor becoming significantly important for an agricultural
household.

• The net receipts from crop production have increased by 22.6% as compared to the previous SAS report of
2014. However, there is a visible diversification in the sources of income of farmers. Therefore, crop
diversification has become very essential. Minimum Support Price (‘MSP’) policy is being used to promote crop
diversification.

• The Government announced INR 2,00,000 crore concessional credit boost to 2.5 crore farmers through Kisan
Credit Cards (‘KCCs’). This facility has been extended to fisheries and animal husbandry farmers as well.

• The validity of the One Nation, One Ration Card system which was started during FY 2018-19 has been
extended to March 31, 2023. Under this system, the beneficiaries shall be able to access their food security
entitlements from any fair price shop (‘FPS’) of their choice by using their same ration card after biometric /
Aadhar authentication on electronic Point of Sale devices at the FPS.

Industry and Infrastructure:

• The industrial performance has shown improvement as reflected in the cumulative growth of Index of Industrial
Production at 17.4% YoY during April-November 2021 as compared to contraction of 15.3% in corresponding
period of previous year.

• Several initiatives such as National Infrastructure Pipeline, National Monetization Pipeline have been taken to
propel the infrastructure investment. Certain industries such as mining, textiles, petroleum, coal products and
nuclear fuels, rubber, plastic and infrastructure have shown consistent improvement in credit growth.
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• India registered its highest ever annual FDI inflow of US$ 81.97 billion (provisional) during 2020-21 reflecting a
growth of 10 percent as compared to the previous year.

• Net profit to sales ratio of large corporates reached an all-time high of 10.6 percent in in July-September
quarter of 2021-22 despite the pandemic basis RBI’s study.

Services:

• Hit hardest owing to its contact intensive nature, the services sector is set on the path of positive growth by 8.2
per cent during 2020-21.

• Amidst the downfall, service sector grew by 10.8% during first half of 2021-22 and sub-sectors trade, hotels,
transport, communication & broadcasting services, real estate, professional services, public administration and
defence etc. are expected to recover at speedy rates majorly attributable to the low base in 2020-21.

• During the first half of 2021-22, the Services sector received over US$ 16.7 billion FDI accounting for almost 54
per cent of the total FDI inflows into India. Services exports surpassed pre-pandemic level in January-March
quarter of 2020-21 and grew by 21.6 percent in the first half of 2021-22 - strengthened by global demand for
software and IT services.

• The momentum of bank credit growth to the services sector has lost its pace in 2021-22. Bank credit growth
deaccelerated to 3.6 per cent YoY at the end of November 2021 as compared to 8.2 per cent a year ago.
However, it is important to note that corporates have raised more money through capital markets than banking
capital in 2021-22 so far.

• The startup ecosystem in India has seen tremendous growth. Over the recent years, Delhi has replaced
Bangalore as the startup capital of India. The number of new recognized startups have increased to over 14,000
in 2021-22 from only 733 in 2016-17. As a result, India has become the third largest startup ecosystem in the
world after the US and China. A record 44 Indian startups have achieved unicorn status in 2021 taking the
overall tally of unicorns in India to 83, most of these are in the services sector.

Social Infrastructure and Employment:

• The COVID-19 Pandemic posed a big challenge to the government of balancing livelihoods while saving lives.
India, the country with the second largest population and a large elderly population, adopted a multi-pronged
approach.

• Government’s focus in India was on providing a safety-net to the vulnerable segments of society as well as
providing a coherent response to the health consequences of the pandemic. Government’s response through
‘Aatma Nirbhar Bharat Abhiyan’ packages and other sector specific initiatives have provided the necessary
support to mitigate the adverse impact of pandemic.

• The Indian Government saw Vaccination not merely as a health response but also critical for opening up the
economy. Indian Vaccination Program has not only supported production of COVID vaccines domestically, but it
has also ensured free vaccines to its population - world’s second largest population. 93 percent of the eligible
population have been vaccinated with first dose and about 70 percent with second dose. Vaccination at this
scale and speed has enabled swift revival of livelihoods.

INDIA ECONOMIC SURVEY | KEY TAKEAWAYS



6

Tracking Development through Satellite Images & Cartography:

• Use of new forms of data -geo-spatial data and cartographic techniques and information for tracking economic
activity and development helps user to for better representation of the information. The satellite images and
cartographic techniques provides better night-time luminosity of the expansion of electricity supply, the
geographical distribution of population and economic activity, urban expansion as well as growth of ribbon
developments between urban hubs.

Our Comments:

As the nation fighting repetitive pandemics under the new normal, Economic Survey has revived optimism towards
building an Aatma nirbhar Bharat. Agriculture has emerged as the bright spot, whilst manufacturing and services
seem to be recovering from the hit Strong emotions against liberalism on fiscal forefront have emerged inflating
expectations towards streamlining supply chains and capital expenditure policy, policy reforms, and a widespread
digitalization push are primary pillars supporting the GDP forecasts.

The increased tax collections and tax buoyancy can give further room and headway to the Government on increase
in capital spending and unleash further tax reforms.
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