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Preface
The response to last year’s Economic Survey was overwhelming, humbling, and of  course, burdening.  According to behavioral 
economics, humans place greater welfare weights on avoiding loss than experiencing equivalent gain. If  true, the response to 
last year’s Survey has created a heightened performance anxiety of  falling short relative to higher expectations. 

The other challenge doing this year’s Survey, the fourth of  the current team and the last in the term of  this government, is 
avoiding the risk of  jadedness. How can the Survey consistently maintain a freshness of  approach, rigor of  analysis, relevance 
of  material, and novelty of  ideas? 

Luckily, to the rescue comes the Indian economy with its infinite richness and complexity, throwing up limitless opportunities 
for investigation. Luckily too, economic policy over the past four years has been a crucible for many policy experiments that 
cry out for understanding and analysis. Thankfully too, colleagues across government have been so generous with sharing data, 
which has allowed ideas to be pursued so that new facts and evidence can find utterance. 

In response to popular demand, we have this year reverted to the tradition of  bringing out Volumes 1 and 2 at the same time. 
Volume 1 contains the analytical overview and more research-cum-analytical material. Volume 2 provides the more descriptive 
review of  the current fiscal year, encompassing all the major sectors of  the economy.

Without consciously pursuing an over-arching theme, a large part of  Volume 1 focuses on what are perhaps more long-term 
challenges. So, in addition to the overview and chapters of  contemporary relevance such as the GST, the investment-saving 
slowdown, and fiscal federalism and accountability, there are five chapters devoted to challenges of  long-term economic 
convergence, gender inequality, climate change and agriculture, delays in the appeals and judicial process, and science and 
technology.   

As in last year’s Survey, Big Data has been mined to shed light on the economy, and, for the Survey’s authors, there have been 
some truly “wow” moments of  epiphanic understanding. For example, the implementation of  the GST combined with 
the availability of  detailed new data from the Employees’ Provident Fund Organisation (EPFO) and the Employees’ State 
Insurance Corporation (ESIC) has allowed a whole new perspective to be gained into the Indian economy—its external and 
internal trade in the aggregate and state-wise, the size and distribution of  the tax net, and levels of  formality and informality. 
Similarly, spatially granular data on temperature and climate have been used to analyze the potential impact of  climate change. 
Household level data from the Demographic and health Survey (DHS) and the National Family Health Survey (NFHS) have 
underpinned the analysis of  gender issues.

The color of  this year's survey cover was chosen as a symbol of  support for the growing movement to end violence against 
women, which spans continents. Addressing the deep societal meta-preference in favor of  sons, and empowering women 
with education and reproductive and economic agency are critical challenges for the Indian economy addressed in Chapter 7. 

Increasingly, a number of  universities are adopting the Survey as a pedagogical tool for courses on the Indian economy. Inspired 
by that, The Economic Division of  the Ministry of  Finance did a full-fledged Massive Open Online Course (MOOC) for 
students and teachers all across India with the help of  the Ministry of  Human Resources Development (MHRD). Hopefully, 
those traditions can be built upon going forward even after these volumes.

As always, deep gratitude is owed to the staff  of  the Economic Division, whose heroic efforts have produced this Survey. 
Their research, however, has only been possible because so many government colleagues provided their time, support, and 
data. An indicative but far from exhaustive list would include colleagues from the Goods and Services Tax Network (GSTN); 
the Departments of  Revenue, Bio-Sciences, Biotechnology, Science and Technology, Agriculture, and Women’s and Child 
Development; the Indian Meteorological Department (IMD); the EPFO; the ESIC; the various economic appellate tribunals; 
the Central Board of  Excise and Customs (CBEC); the Central Board of  Direct Taxes (CBDT); the State Bank of  India (SBI); 
and National Sample Survey Office (NSSO).  

The Survey strives to combine rigor with readability, a challenge that increases in the same proportion as attention spans shrink 
(from absorbing op-eds to scrolling down tweets). The Survey’s aim is always to build a portfolio of  contributions, combining 
description, new data creation, deep-dive research, and provocative policy ideation. 
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In addition to the entirely new perspective on the economy that the GST has provided, some of  the many questions this Survey 
discusses are: Can we expect the current investment slowdown to reverse quickly based on understanding other countries’ 
experience? Do second and third tier of  governments collect the direct taxes that they are empowered to, and if  not, what 
does that signify? On gender, why should we focus on the sex ratio of  the last child? Under what conditions, to what extent, 
and where will the agricultural impact of  climate change be most felt? Will there be a stall in India’s four decades long, dynamic 
process of  economic convergence? Should the government and judiciary agree to a Cooperative Separation of  Powers like the 
center and states do in the form of  Cooperative Federalism to improve the conditions of  doing business? Should there be a 
number of  science and technology missions to propel India to the ranks of  the world’s top knowledge producers? 

In addition to the many challenges involved in such an effort, all writers of  the Survey must guard against the dangers of  
staleness expressed by T.S. Eliot: “For last year’s words belong to last year’s language. And next year’s words await another 
voice.”

Arvind Subramanian
(Chief  Economic Adviser)

Ministry of  Finance
Government of  India
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TEN NEW FACTS ON THE INDIAN 
ECONOMY

1.   There has been a large increase in registered indirect and direct taxpayers

−	 A 50 percent increase in unique indirect taxpayers under the GST compared with the pre-GST 
system (Figure 1A). 

−	 Similarly, there has been an addition (over and above trend growth) of  about 1.8 million in 
individual income tax filers since November 2016 (Figure 1B).
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2.   Formal non-agricultural payroll is much greater than believed

−	 More than 30 percent when formality is defined in terms of  social security (EPFO/ESIC) 
provision;

−	 More than 50 percent when defined in terms of  being in the GST net. 
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3.    States’ prosperity is correlated with their international and inter-state trade

States that export more internationally, and trade more with other states, tend to be richer. But the cor-
relation is stronger between prosperity and international trade.

International Exports and States’ Prosperity States’ Inter-state Gross Trade and Prosperity
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4.   India’s firm export structure is substantially more egalitarian than in other large countries 

Top 1 percent of  Indian firms account for 38 percent of  exports; in all other countries, they account for 
a substantially greater share (72, 68, 67, and 55 percent of  exports in Brazil, Germany, Mexico, and USA 
respectively). And this is true for the top 5 percent, 10 percent, and so on.
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5.    The clothing incentive package boosted exports of  readymade garments

The relief  from embedded state taxes (ROSL) announced in 2016 boosted exports of  ready-made gar-
ments (but not others) by about 16 percent.
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6.   Indian society exhibits strong son “Meta” Preference

Parents continue to have children until they get the desired number of  sons. This kind of  fertility-stop-
ping rule leads to skewed sex ratios but in different directions: skewed in favor of  males if  it is the last 
child, but in favor of  females if  it is not the last (see the top two panels on India). Where there are no 
such fertility-stopping rules, ratios remain balanced regardless of  whether the child is the last or not (see 
bottom panels on Indonesia).  

Sex Ratio by Birth when child is not the last (2015-16) Sex Ratio by Birth when child is the last (2015-16)
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7.  There is substantial avoidable litigation in the tax arena which government action could re-
duce

The tax department’s petition rate is high, even though its success rate in litigation is low and declining 
(well below 30 percent). 

−	 Only 0.2 percent of  cases accounted for 56 percent of  the value at stake; whereas 

−	 About 66 percent of  pending cases (each less than Rs. 10 lakhs) accounted for only 1.8 percent 
of  the value at stake.

Petition Rate and Success Rate of  Tax Department, March 2017

 Direct Tax Cases Indirect Tax Cases

Court Success Rate Petition Rate Success Rate Petition Rate

Supreme Court 27% 87% 11% 63%

High Courts 13% 83% 46% 39%

ITAT/CESTAT 27%* 88%* 12% 20%

* Provisional estimates 

8.  To re-ignite growth, raising investment is more important than raising saving

Cross-country experience shows that growth slowdowns are preceded by investment slowdowns but not 
necessarily by savings slowdowns may not. 

Change in investment and change in growth Change in saving and change in growth
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9. 	 Own direct tax collections by Indian states and local governments are significantly lower 
than those of  their counterparts in other federal countries

This share is low relative to the direct taxation powers they actually have.

Direct Tax to Total Revenue: States and Local Government (in percent)
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10. The footprint of  climate change is evident and extreme weather adversely impacts agricul-
tural yields 

−	 The impact of  weather is felt only with extreme temperature increases and rainfall deficiencies

−	 This impact is twice as large in unirrigated areas as in irrigated ones

Spatial Distribution of  Temperature Changes 
(Degrees Celsius change between average of  

2005-15 and average of  1950-80)

Impact on Agricultural Yields of  Tempera-
ture Changes (Kharif, in percent) according 

to Temperature Deciles

-12%

-10%

-8%

-6%

-4%

-2%

0%

2%

4%

6%

8%

1 2 3 4 6 7 8 9 10

Unirrigated Areas

Irrigated Areas

Cooler Warmer

Deciles of Temperature Distribution




