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ARTICLE /09

Recent Domestic Economic Situation of Indian Economy: An Analysis

Ritu Kang Walia
&
Suraj Walia
ABSTRACT

[ndian economy is one of the fastest growing economies of the world on the basis of differemt
economic indicators. Since independence, Government of India has adopted the planning process
10 increase the pace of growth and development in the country. Due to which, significant growth
and development can be observed in various sectors of Indian economy. But the growth path of
Indian economy 1s not smooth as a result, fluctuations can be observed in various economsc
indicators of the economy over the period of time. Keeping this aspect in mind, the present papes
is an attempt to analyze the recent economic situation of Indian economy. To study the domestic
economic situation of any economy including India, there is a rationale and logic 10 understand.
analyze and interpret the domestic economic indicators such as GDP, per capita GDP, Saving and
‘vestment, sectoral contribution, Gross fixed capital formation, employment situation.
Government expenditure, and Government deficits etc. Analysis reveals that No-doubt, efforts arc
made by the Government to improve the overall conditions of all the sectors of Indian cconomy
which are necessary but not sufficient. To make them sufficient, Government needs to take more

corrective measures to move the economy On recovery path.

Key-words: GDP. Investment, GFCF, Expenditure and Indian Economy
L. INTRODUCTION

At present, Indian Economy is considered among middle income developing econamies of the
world and fifth largest economy by nominal GDP and third largest by purchasing power panty
(PPP). According to International Monetary Fund (IMF) report on per capita income
basis, India ranked 142th by nominal GDP and 124th by GDP (PPP) in 2020, Before
independence, India was colony of Britishers, India’s foreign trade was mainly with the Bntamn
and its other colonies, Britishers utilize India’s natural resources and use Indian economy as the
market for their finished goods. They also economically develop India only for their specific
objectives. After Independence, Gavernment of India adopted planning process by establishing
the planning commission in 1950, Since 1951, five year plans were formulated keeping in mind
fh‘ needs of the economy. Various stralepies were adopted for economic growth in general and
1‘}"1"“"’@ growth in particular for all the sectors and sections of the society. Over the period of
time, various Government came and gone and they have done accordingly for overall growth and
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I1. OBJECTIVES AND METHODOLOGY

The specific objective of present study is to understand, analyze and interpret the recent econom ¢
situation of Indian economy in terms of various selected indicators. In other words. the preser
work is a humble attempt to analyze the past, present and future of Indian economy on the bas:s

some parameters. The study is exclusively based on secondary data which has been collected -~
various issues of Handbook of Statistics on Indian Economy published by Reserve Bank of In:
(RBI). For the purpose of analysis, data from 2011-12 to 2019-20 is considered and presented =

the form of suitable tables and figures. To analyze the recent trends, Annual Growth Rate (AGR
1s computed by using following formula: i

AGR (X, -Xe1/ Xip) * 100
Here, Xt = Valueof X variable in time period‘t”
X1 = Value of X variable in time period*t-1*

To analyze the recent economic situations of Indian

¢
considered in the study. conomy,
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(a) Gross Domestic Product (GDP) and Per Capita GDP

GDP can be measured on the basis of Current Price and the Consla-nt Price. GDP at constant P”CF
is one of the important measures as it indicates the real increase In nul.pu? of the econom}i. It 1s
generally considered that, when real GDP grows it leads to increase In emp]aymfmt in Fhe
economy. On the other hand, per capita GDP is studied to understand how the econom? is growing
with its population. Per capita GDP is calculated by dividing total GDP with population. Data on
GDP and per capita GDP at constant rate of Indian Economy since 2013-14 are shown in the

following table 1.

It is clear from the table that in 2013-14, GDP at constant rate was [ 9801370 Crore and which
has increased to (114565951 Crore in 2019-20. Data reveals the growth of 1.5 times increase in
GDP during these seven years. Annual Growth Rate (AGR) of GDP highlights that GDP has
increased with the highest rate in 2016-17 that is 8.3 per cent and after this; falling trend in annual
growth of GDP is considered. In 2019-20, it has increased with 4.2 per cent.

Table 1: Gross Domestic Product (GDP) and Per Capita GDP at Constant Rate
(Amount in [| Crore& Base Year 2011-

12) |

Year GDP AGR?* (%age) | Per Capita GDP AGR *(%age)
2013-14 9801370 - 78348 -
2014-15 10527674 7.4 83091 6.1
2015-16 11369493 8.0 88616 6.7
2016-17 12308193 8.3 94751 6.9
2017-18 13175160 7.0 100268 58
2018-19 13981426 6.1 105361 5.1
2019-20 14565951 4.2 108620 3.1

Source: Handbook of Statistics on Indian Economy, RBI
* Calculated on the basis of data

Per Capita GDP was [ 78348 crore in 2013-14 and it has increased to (1 108620 crore in 2019-20.
There is 1.3 times increase in per capita GDP during this time period. Data reveals that till 2016-
17, per capita GDP has increased with increasing annual growth rate after that it has increased with
diminishing rate. Growth rate of GDP and per capita GDP can also be analyzed from the following
figure and presents that growth rate of per capita GDP is less that GDP for all the years. GDP and
per capita GDP have increased with increasing growth rate till 2016-17 and after that there is sharp

decline in both. Falling growth of India’s GDP and per capita GDP throws light on the health of
Indian economy.
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Source: Handbook of Statistics on Indian Economy, RBI

(b) Sectoral Contribution in Gross Value Added (GVA)

Economic activities are broadly divided into primary, secondary, tertiary activities. Pnmary sector
is related to agriculture, secondary sector is related to industry/manufacturing and tertiary sector
related with services. RBI provides sectoral contribution in following three forms (1) Agricultur
forestry and fishing (2) Industry consists of Mining & Quarrying, Manufacturing, Electricity. Gas
Water Supply & Other Utility Services (3) Services consisting Constructi{;n. Trade, AHO-W S
Transport, Communication and Services Related to Broadcasting, Financial. Real Estate &
Professional Services, Public Administration, Defence and Other Services. :
It is clear from the following table 2 that in 2013-14, contributi p :
crore; it has increased to [| 1948110 crore in 2019-20, l)uri:::::]t::;? gl'l'.cullu.m “‘a‘jﬁ 160919
times. There was negative annual growth rate of agriculture production ?:2‘(;‘:41112&\ ll\cmase_d .2
improved till 2016-17, again declined in 2017-18 and 201819 but revived o ‘m‘; :‘m latter it has
Industrial production was || 2023417 crore, it increased to (1 2081793 &‘mre-in _'(;"0' In 2013-14,
=019-20. There 15
it has increased with highest annual growth rate i.e. 11.9 per cent and after that. deckin: -16,
rate observe. Service sector GVA was || 5431034 crore in 201314, jy iﬂcm;edmhm‘ng growth
‘crore in 2019-20. There is 1.5 times increase in GVA ol service sector, Annual 11217
service sector was highest in 2014-15, after this; there is fall in growth rate except ?;Dwth rate of
19. It is clear from the analysis that up and down has observed in sectoral °°"lributi0e ?’ear 2018-
I GVA in

Indian economy.
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Rec
— Table 2: Sectoral (‘imlrimmf\dmﬁd ’-}
(Amount in Crore& Base Year 2011-12
} I — - |
— | Agriculture, AGR* = RORT | o | AGE
Year | corestry and fishing | (Yonge) R (Yenge) | _ | (Yenge)
'—W 1609198 T 2023417 R _}'Iqmqﬁ | I
5014-15 | 1605715 02 | 2186670 | 8.1 5919748 | 9.0
3015-16 | 1616146 07 | 2445981 | 119 | 6429743 | 86
2016-17 | 1726004 % 2650508 | B84 | 6951772 | 8.1 |
2017-18 1828329 50 283139 l—_—??{' 1 7414694 6 7 i
2018-19 1872339 o T3958272 | 45 | 1992517 | 15 |
2019-20 1948110 4.1 3081793 | 0.8 | 8371217 5.0
~Source: Handbook of Statistics on Indian Economy, RBI -
* Calculated on the basis of data B

Graphical presentation of annual growth rate of Gross Value Added of sectors is also

shown in figure 2. All the three sectors are showing different trend.

Figure 2: Trend of Annual Growth Rate of GVA of All Sectors

Agriculture, Forestry and Fishing == »[ndustry esmmsServices

-

11.9

f 0.8

201920

2015-16 2016-17 2017-18

2018-19

Source: Handbook of Statistics on Indian Economy, RBI

It is‘ clear from the figure 2 that annual growth rate of agriculture sector is improving in 2019-20.
While industrial sector was facing continuous declining growth since 2016-17 and Service sector
alsto faced declining growth in 2019-20. Implications can be drawn from this analysis is that
Pl'm?ary sector of Indian economy is still a major player in economic situation of the country.
Falling annual growth rate of industrial sector is one of the major challenge to make Ind'ta’a

manufacturi ' ' ‘ 8 b
turing hub. Up and down in annual growth rate of services sector is highly correlated with
unemployment scenario of Indian economy.
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includes private and public sector investment op fixeg

. : i F !
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capital inc uding and improvemen construction ol
I i I 1 1 ‘ t‘ : ; j | '
il .I' increase in GFCF indicates increase in investment in fixed assets feafjm__! tn
buildings etc. An FCF

higher rate of economic growth in long run. Gross fixed capital formation at constant rate in Jng;,,
economy since 2013-14 is shown in the following table 3. It was [J 3194924 crore in 20134 ,,,
increased to (1 4334091 crore in 2019-20, There is 1.4 times increase in GFCF during last <. ..

years.

Table 3: Gross Fixed Capital Formation
(Amount in (] Crore &Base Year 2011-]>
Year GFCF AGR (%age)

2013-14 3194924 2 -
2014-15 3278096 26 O
2015-16 3492183 65 ~
2016-17 3787568 35 -
2017-18 4061195 ==
2018-19 4460967 — .
2019-20 433409] -

Source: Handbook of Statistics on Indian Economy, RB] s

*Calqllmdontlu:basisof'data
Annual growth rate of GFCF of Indian economy is shown in

Negative GFCF means negative investment whi

| s hich is also k
will reduce the availability of quality infrastructyre for lhT“mnm“ Which
overall well-being of (he sociely

r

)



Recent Domestic Economic Situation of Indian Economy: An Analysis ® Ritu - Suraj - 97

Figure 3: Trend of Annual Growth Rate of GFCF

2.6

2014-15 2016-17  2017-18  2018-19 ?..[)IJLEU
-2.8

Source: Handbook of Statistics on Indian Economy, RBI
(d) Employment Scenario in India

Indian economy is the second largest populated economy in the world after China. The
demographic dividend of India is high. It is generally assumed that as any economy moves on
upper step of its economic ladder, there is a shift of the labour force from the informal to the
formal sector. This transformation is very important for the inclusive economic development of the
economy. Since independence of India, generation of employment opportunities in the formal
sector has been a priority of policy makers. Employment in public and organized prnivate sector in
Indian economy since 2010-11 is shown from the following table 4.

In 2010-11, 388.30 lakh persons were employed in public and organized private sectors. This
number has increased till 2014-15 i.e. 482.60 lakh persons. After this there is sharp decline in
employment in organized sector and reached to 424.40 lakh persons in 2017-18. Annual growth
rate of employment in organized sector is also shown in table 4 and figure 4. It is clear that after
2014-15, negative growth rate in the employment in public and private organized sector has been
observed. It implies that number of persons who are getting employment in India is going on
decline since 2013-14. In other words, unemployment is going to increase year by year in India or
employment opportunities are falling,
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- i ized Private Sectors (In Lak
Table 4: Employment i Public and Organized i hi
Number of Persons on the live register z:( R
yeat (end-December) (Yoage) )

2010-11 388.30 -.; -

2011-12 401.70 3 4 §

2012-13 447.90 1 B

2013-14 468.00 4.5 :

2014-15 482.60 3]

2015-16 435.00 90

iz 433.76 55

2017-18 424 .40 B

2018-19 NA -

2019-20 NA i
Source; Handbook of Statistics on Indian economy, RBI =

Calculated on the basis of data

Figure 4: Trend of AGR of Employment

2011-12

Source: Based on Data from Handbook of Statistics on Indi
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(e) Government Expenditure

public expenditure is very much justified in any economy in general and Indian economy in
particular. Each Government has to make expenditure on the purchase of goods and provision of
public services such as healthcare, education, social protection and defense etc. Broadly,
expenditure is divided into two parts: developmental and non-developmental expenditure.
Developmental expenditure is incurred on economic and social development of the country while
non-development expenditure is incurred on essential general services of routine nature. Central
Government expenditure in Indian economy is presents through the following table 5.

Table 5: Government Expenditure
Develuprfie ntal Deve E;“n:m 4 Total Dt::ziﬂ
Year Eapenditure Expenditure Edpacae s and Non-
Rs. AGR Rs. AGR Rs. AGR development
Crores | (%age) | Crores | (%age) | Crores | (Yeage) | Expenditure
2010-11 | 666069 - 551471 - 1217540 - 1.2:1
2011-12 | 705321 5.9 627075 13.8 1332396 94 1.1: 1
2012-13 | 742417 5.3 692856 10.5 1435273 Tl 1.1: ]
2013-14 | 784504 5.7 803070 15.9 1587574 10.6 0.9
2014-15 | 13813 3.7 881159 9.7 1694972 6.8 081
2015-16 | 835019 2.6 990172 12.4 1825191 1.7 08:1
2016-17 | 899369 il 1075825 8.7 1975194 82 0.8: |
2017-18 | 998201 11.0 1143772 6.3 2141973 84 09: |
2018-19 | 1025979 2.8 1289134 12.7 2315113 8.1 08 |
2019-20 | 1225349 19.4 1473203 14.3 2698552 16.6 (LB S
202021 | 1404032 | 14.6 | 1638198 | 112 | 3042230 | 127 0%
Source: Handbook of Statistics on Indian economy, RBI
* Calculated on the basis of data el
In 2010-11, Indian Government expenditure was (1 1217540 crore out of which 666069 was

developmental expenditure and [ 551471 was non- development expenditure. Over the time
period, Government expenditure has increased, In 2020-21, Government expenditure was

3042230 crore out of which [ 1404032 crore was developmental and = 1638198 ¢rore was non
developmental expenditure, Over the time period, developmental expenditure and non-
development expenditure has increased by 2 and 2.5 times respectively. But it is important to point
out that ratio of developmental to non developmental expenditure is falling. Till 2012-13,
developmental expenditure was higher but after that, non-development expenditure was higher.
Annual Growth Rate (AGR) of Government expenditure 1s also shown in table 5 and trend of
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Source: Based on Data from Handbook of Statistics on Indian Economy, RBI
(f) Scenario of Government Deficits
The Government Deficit is the amount of money in the budge

spending surpasses the revenue earned by the Governme
health of the economy. To minimize the deficit or the

L set h}' which the Go ernment
nt. Deficit presents the picture 6f financia

- gap between the expe
either Government has to reduce expenditures or to generate al

are mainly three types of deficit: revenue deficit, fiscal deficit

nditure and income.

h.mullc sources of financing. There
and Primary defici

The revenue deficit measures the surplus of Government's fevenue expendi
MeEhdure over 1y
| | \ Ba k‘
cips and current CXpense
distinction between the Government's total expenditure and its total re
A primary deficit 1s the amount of money that the Government re

; _ QUITES 1o by
mnterest payments on the formerly borrowed loans. A

receipts. This deficit only incorporates current income revenue
S. Fiseal de

i ficit is the
vaels exce

ludes borrowing
Wapart from the
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——
Table 6: Key Deficit Indicators of The Central Government
=
Gross Fiscal Deficit Gross Primary Deficit Revenue Deficit
g Rs AGR AGR Rs AGR
Crores (Yoage) Rs Crores (Yoage) Crores (Yoage)
2011-12 | 515990 242840 394348
2012-13 490190 5.0 177020 27.1 364282 &
2013-14 502858 26 128604 27.4 357048 .19
2014-15 510725 1.6 108281 _15.8 365519 24
2015-16 532791 4.3 91132 -15.8 342736 62
2017-18 591062 10.4 62110 13.1 443600 40.2
2018-19 649418 9.9 66770 7.5 454483 25 |
2019-20 766846 18.1 141741 1123 499544 99
2020-21 796337 39 88134 378 609219 21.9
Source: Handbook of Statistics on Indian economy, RBI
* Calculated on the basis of data

Table 6 presents the situation of Gross Fiscal deficit, Gross Primary deficit and Revenue deficit of
Government of India. In 2011-12, Gross fiscal deficit was [] 515990 crore, it has declined in next
year but increased gradually to [1 796337 crore in 2020-21. It has increased 1.5 times during the
time period under consideration. Gross Primary deficit was [| 242840 crore in 2011-12. it has
declined till 2016-17, then raised but again declined to [J 88134 crore in 2020-21, there is 2.8
times decrease in gross primary deficit of the Government of India. Revenue deficit was = 394348
crore in 2011-12. In the year 2012-13, 2013-14, 2015-16 and 2016-17 revenue deficit has declined.

But it increased to [1 609219 crore in 2020-21. There is 1.6 times increase in revenue deficit of the
Government.

IV. CONCLUSION & POLICY IMPLICATIONS

In nut-shell, present study is an attempt to analyze the recent domestic economic situation of
Indian €conomy. For this purpose, data on GDP, GDP per capita, Gross value added of different
S€ctors in GDP, Gross fixed capital formation, employment situation, Government expenditure,
fmd Government deficits are explored. Analysis reveals that GDP and per capita GDP have
hme:ﬁby .5 and 1.3 times respectively during last seven years which is indicator of nation’s
" Lontribution of different sectors in gross value added clears that service sector is
;?];t;f;ﬁng the most which is followed by industry. Agriculture hi-iS least contribution in GVA but
-20, the sector has in creasing annual growth rate while industry and service sector has
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; GFCF has als _ ’ L
declining. During laf:t S;;':-‘; ;ﬁhich dtates that GFCF has declined over previous year, 1,

| . 5 a 3 7

growth rate has recorded from 201 5.16 onwards.

Over the period of time, Government expenditure has also increased which is justified for the we|.

being of the society. But ratio of development to non develi‘j‘PmE“l E“Pe"d””r"'_: has declined
indicating that Government’s non development expenditure has increased. G_russ fiscal deficit and
revenue deficit has increased over time but there is decrease in primary deficit of the Governmen
It can be said although there is increase in GDP per capita GDP, GFCF, Government expenditure
but the performance of these economic indicators are not satisfactory. No-doubt, efforts are made
by the Government to improve the conditions of all the sectors of Indian economy which are

necessary but not sufficient. The Government needs to take more corrective measures in form of
fiscal and monetary support to push economic recovery of the nation.
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