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Economic Survey 2018-19 and 2019-20 

 
Economic Survey (ES) 2018-19 

1. Presented by Chief Economic Adviser K Subramanian. 
2. Govt would stick to consolidate FD. FD target of 3.4% of GDP in 2019-20 and 3% each in 

subsequent 2 years. 
3. Blueprint for 5 trillion economy. (PT) Bluesky thinking The broad goal is to help drive eco to 

achieve sustained real GDP growth of 8% so as to enable fulfillment of Govt's grand vision of 
making India a $5 trillion economy by 2025. 

1. For that the 1st task is to take stock of the economy's current state. 
1. ES projects real GDP growth for 2019-20 at 7%, an improvement from last year 

6.8%. 
2. But it also says consumption is crucial in determining the growth trajectory and 

consumption is vulnerable to the health of monsoon dependent rural economy. 
2. On the Fiscal front it has list out challenges to achieving FD target of 3% GDP by 2021. 

1. Apprehensions of slowing of growth and the implications for revenue 
collections. 

2. Shortfall in GST collections and the the imperative that it places on revenue 
buoyancy. 

3. Hunt for the resources to fund the expanded PM KISAN scheme, Ayushman 
Bharat. 

4. Impact on oil purchase prices due to US sanctions on import of crude from Iran. 
4. Emphasis on Private investment > Public Investment. 

1. Investment is the key driver of growth, jobs, demand and productivity. 
2. Private investment was a key driver for demand capacity, labour productivity, new 

technology adoption and job creation. 
5. Self sustaining Investment driven virtuous cycle of savings, investments and exports. 

1. To achieve this he suggests presenting Data as a public good. 
2. Ensuring policy consistency 
3. Reducing the cost of capital 

6. MSME must be nourished especially firms that are most likely to boost both job creation and 
productivity and make labour laws flexible. (PT) 

1. Dwarf firms with < 100 workers are > 50% of all organised firms in manufacuring by 
number. Despite this their contribution to employment was just 14% and to 
productivity was a mere 11%. 

2. Large firms are just 15% in number but account for 75% employment and ~90% of 
productivity. 

3. Fear that more investment rate = labour substituted by capital. But the Chinese 
experience illustrates otherwise about how a country with the highest investment rates 
also created the most jobs. 
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4. Capital investment fosters job creation since capital goods production, R&D and supply 
chain also generate jobs. 

5. Need for labour reform. 
7. Behavioral economics = Nudge Theory of Economist Richard Thaler = 

1. Digitalisation of money and promoting electricity mobility. 
2. 2% TDS at cash withdrawal of > 1 crore. 
3. Tax deduction of 1.5 lakh on interest on e-vehicles. 
4. To address gender equality, savings and tax compliance. 

8. India is the 7th largest economy in terms of GDP. (PT) With PPP (Purchasing Power Parity) 
India's GDP at current US $ ranks 3rd in the World after China > USA > India > Japan > 
Germany. India's growth rate of real GDP increasing. 

9. Govt can sell PSU land, reduce majority stake to boost non tax revenue = Value Capture 
Financing. 

1. Tax revenue has been dropped down by rs 1.7 lakh crore in provisional actual numbers. 
2. 51% majority stake of the govt can be looked as 40% Govt and 11% LIC = effectively 

51% govt. 
10. Digital is the way forward with digital technology and the JAM troika - Jan Dhan, Aadhar and 

Mobile be expanded to other welfare schemes. 
1. ES used MGNREGA as the case study to show the benefits of the use of technology in 

improving targeting and efficiency in welfare schemes, especially for the most 
vulnerable groups. JAM troika be expanded to other welfare schemes. 

2. Payment delays drive away farmers in genuine distress, while others not in distress 
take the benefits. Because those who are in distress needs immediate and certain 
liquidity. Delayed wages effectively imply 0 wages in adverse times. 

3. Survey suggests that demand for work under MGNREGS may be used to develop a real 
time indicator of distress at the granular Scholarships, Pensions and subsidies for food, 
kerosene, and gas cylinders should be next in line. 

11. Country may have to raise the retirement age 
1. As the country sees a rapid increase in the size of elderly population over the next 2 

decades due to slowing down of population growth rate. ES says elderly population is 
expected to nearly double from 8.6% in 2011 to 16% by 2041. 

2. This is primarily because of the fall in TFR which is projected to decline between 2021-
2041 and fall below replacement level fertility at 1.8 as early as 2021. The TFR of 2.1 is 
called the replacement level fertility below which population begins to decline. 

3. At the State level southern States, West Bengal, Punjab, Maharashtra and HP have 
below replacement level fertility and will see TFR decline to 1.5 - 1.6 by 2021. 

4. The 6 southern states which have TFR in excess of the replacement level of 2.1 are UP, 
Bihar, Rajasthan, MP, Jharkhand and Chattisgarh. 

5. ES says the rising of size of elderly population will lead to New policy challenges will be 
1. Provision of Health and Old Age care. 
2. Access to retirement related financial services. 
3. Public pension funding. 
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4. Retirement age. 
6. Increasing retirement age will be key to the viability of pension systems and would also 

help in increasing female labour force paicipation rate in the older age groups. 
7. Many countries like US, Germany and France have already raised the retirement age to 

reduce the burden on pension funding. 
12. India's cities could become the Detroit of EVs in India. India is aiming at sales of 60-70 lakh units 

of EVs including cars, buses by 2020. 
1. In a chapter on enabling inclusive growth through affordable, reliable and sustainable 

energy. 
2. India has a National Electric Mobility Mission Plan, 2020 (NEMMP) (PT) to achieve sales 

of 60-70 lakhs units of electric vehicles that includes buses, 2 wheelers and cars by 
2020. (PTcM) 

3. In 2015, the FAME scheme was launched to fast track the goals of NEMMP. FAME II will 
have emphasis on public transport from 2019 will have a total outlay of 10000 crore 
over the next 3 years. 

4. Several states have drafted EV policies. 
5. The market share of electric cars is around 2% in China while it is around 39% in 

Norway. 
6. In India UP topped the States with highest EV sales followed by Haryana, Gujarat, 

Maharashtra and West Bengal. 
7. India's adoption of electric vehicles was part of its larger thrust towards increasing the 

share of renewable energy and reducing carbon dioxide emissions. 
8. India stands 4th in wind power, 5th in solar power and 5th in renewable power 

installed capacity. (PT) 
13. Agriculture 

1. India should shift its focus from land productivity to irrigation water productivity and 
on devising policies to incentivise farmers to adopt efficient ways of water use. This 
should become a national priority to avert a looming water crisis. 

2. Agriculture is the sector where highest number of people are dependent highly on 
water. So we need appropriate mechanism for economic use of water among Small 
Farmers and Marginal Farmers. 

3. Cropping pattern in India is highly skewed towards crops that are water intensive. The 
incentive structures like MSP, heavily subsidised electricity, water and fertilizers have 
played a significant role in misalignment of crop patterns. 

4. Water guzzlers paddy, sugarcane consume > 60% of irrigation water avail in India. 
5. States such as Tamil Nadu, Karnataka, Maharashtra and AP which have high land 

productivity tend to have very low irrigation water productivity, reflecting inefficient 
use of water and need to recalibrate cropping pattern. 

6. Adopting improved methods of irrigation and irrigation technologies will have a critical 
role in increasing irrigation water productivity. 

14. Minimum Wage System 
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1. A well designed and streamlined minimum wage system is required to reduce wage 
inequality in India. 

2. In the current Minimum Wages Act, 1948 different minimum wages is defined for 
different job categories across States. 

3. 1 in every 3 wage workers in India is not protected by the minimum wage law. 
4. Law doesn't discriminate between men and women but wages showed a bias. Ex 

Women dominate in the category of domestic workers while men dominate in the 
category of security guards. Wage of Domestic workers < Security Guards. 

5. Govt should notify a national floor minimum wage across 5 regions after which the 
State can fix their own minimum wages but not lower than the minimum floor wage 
rate. The floor wage is currently non statutory. 

15. Swachh Bharat Mission 
1. Center says 99.2% of rural India is now ODF. 
2. 1st phase of SBM focused on toilet construction and use had a positive impact on 

health, economy and environment of rural India. But these benefits will not be 
sustainable if Solid and Liquid Waste management is ignored. 

3. So the next goal is 100% safe and scientific disposal of solid and liquid waste. 
4. Hence next phase is sewer construction and water availability, scientific techniques for 

waste disposal, treatment of industrial effluence, drain bio remediation, river surface 
cleaning, sustained rural sanitation and monitoring of villages. 

5. Large resources needed to reach this milestone will need to be met through crowd and 
corporate funding, private partnerships and innovative financing mechanisms along 
with govt allocations. 

6. Govt must also assign significant weight to the allocation of adequate resources as 
improvement in sanitation is 1 of the key determinants or the wider economic 
development. 

7. Other than financial resources, mindset change is required in sanitation and for that the 
Swachhagrahis or village level ambassadors are the key in keeping with its thrust on 
leveraging behavioral economics. 

16. Central Welfare Database of Citizens 
1. By merging different data maintained by separate ministries and depts in a single 

dataset - which can be tapped for increasing Ease of Living for Citizens particularly poor. 
2. Govts can create data as the public good within the framework of data privacy. 
3. ES also recomended granting access to select database to private sector for a fee and 

stringent safeguards. 
4. There has been some discussions around the linking of datasets, primarily through the 

seeding of an Aadhar no. across databases like PAN, bank a/c and mobile no. But this 
linking is 1 way. 

5. The Govt could utilize the information embedded in these distinct datasets to 
enhance Ease of Living for Citizens, enable truly evidence based policy improve targeting 
in welfare schemes, uncover unmet needs, integrate fragmented markets, bring greater 
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accountability in public services and generate greater citizen participation in governance 
etc. 

6. The dataset talked about inclusion of administrative data like birth and death records, 
pensions, tax records, marriage records; survey data such as census data, national 
sample survey data; transactions data like e-NAM, UPI data, institutional data and public 
hospital data on patients etc. 

17. ES pointed out that recovery under IBC is higher at 43% compared with previous recovery 
regimes like DRT, Lok Adalat and SARFAESI Act. (PT) 

18. ES recomend series of measures to boost the tourism sector, which saw a sharp slowdown last 
year. 

1. Survey calls for tax cuts, space for hotels in infra boost to tourism 
2. How? 

1. Increased budgetary allocated budgetary allocation of infra. 
2. Making land available for hotels 
3. Reduction in taxes. 
4. Strengthen coordination mechanism, 
5. Sensitize State govt about Tourism being a major driver of employment and 

poverty alleviation. 
3. Foreign Tourist Arrivals increased in 2018-19 stood at 10.6 million compared with 10.4 

million in 2017-18. 
4. Likewise Forex Earnings (FEE) from tourism declined stood at $27.7 billion in 2018-19 as 

compared to $28.7 billion in 2017-18. 
5. FDI in hotel and tourism also declined. 

19. Reward Top Taxpayers, shame defaulters 
1. Reward with 'diplomatic' type of privileges, fast lane access, expedited boarding at 

airports and even naming of buildings and roads after them. To push tax compliance in 
the country. 

2. It advocates the application of behavioral principles to enhance tax compliance as 
people often indulge in conspicuous consumption to convey their social status. 

3. Top 10 highest taxpayers in a district can be highlighted and accorded the recognition. 

 

 
 
Economic Survey 2019-20 

1. It is released by Chief Economic Advisor (CEA). 
2. Central Theme of 1st volume = Wealth Creation. 
3. 10 points of Economic Survey 

1. What causes Wealth and prosperity of nations? Survey quotes Adam Smith's "An 
Inquiry into the nature and causes of wealth of Nations" in 1776. 
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2. Theme: Enable Market, Promote Pro business policies and strengthen trust in 
Economy. The Theme of ES 2019 was "To enable shifting gears to accelerate and sustain 
a real GDP growth". 

3. Only when wealth is created, wealth will be distributed. 
4. Suspicion towards India's wealth creators is ill advised. 
5. Ethical Wealth creation is a noble human pursuit. 
6. The ideas of wealth creation are rooted in India's old tradition. Ex. Arthashastra of 

Kautilya and Thiruvallur's Thirukurral. 
7. The invisible hand of market is supported by hand of trust. 
8. Trust as a public good. 
9. Indian GDP estimates can be trusted. 
10. Use of principles of behavioral economics as instruments of economic policy like last 

year ES. 
4. Why the Market forces needs to be strengthened by promoting pro business policies?  

1. Equal opportunities for new entrants, Fair competition and EoDB. 
2. Eliminate policies that unnecessarily undermine market through govt interventions. 
3. Enable trade for job creation. 
4. Scale up the banking sector. 

5. Indian Economy (2016-17 to 2019-20) 
1. NSO now estimates the GDP growth at 5% from 12 months ending in March 2020. 
2. Survey expects GDP growth to revive from 5% to 6 - 6.5% for FY 2020-21. 
3. Slowdown is due to slower global growth and domestic financial sector. 
4. Fiscal deficit decreasing to 3.3% consistently (2018-19). 
5. Services growth continuous decline. Industrial growth (lowest decline = 2.5%). 

Agriculture and Allied sector decreasing. 
6. Forex Reserve increased to 461.2 billion $. Hence, India's BoP is improved. CAD 

narrowed to 1.5%. 
7. External Debt remains low at 20.1% in 2019. 
8. Formal Employment in Economy increased from 8% to 9.98 % in 2017. 
9. ~76.7% of houses in rural and 96% in urban areas have pucca houses. 

6. Banking Sector 
1. 2019 was difficult. Decreasing credit growth, NBFC crisis resulted in decreasing growth 

from 6.1% to 4.8%. 
2. Every rupee in PSBs, led to loss of 23 paise while in New Private Banks (1991 

Liberalization), a gain of 9.6 paise. 
3. India has only 1 Bank in Global Top 100 (SBI - 55th). Survey said we need atleast 8 

banks needed for Top 100. 
4. Credit growth among PSBs declined since 2013 and anaemic since 2016. 
5. Gross NPA unchanged for Scheduled Commercial Banks = 9.3%. NPA increased for 

NBFCs to 6.3%. 
6. It also advises tracking health of Shadow Banking sector. Survey investigates the key 

drivers of Rollover risk of NBFCs: 
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1. Asset Liability Management Risk. 
2. Interconnectedness Risk. 
3. Financial and Operating resilience of NBFC. 
4. Overdependence on short term wholesale funding. 

7. Solutions to make PSBs more efficient: ESOP, incentivise empowees and align their 
interests with that of shareholders, create a GSTN type entity to aggregate data of all 
PSBs. 

7. Business related 
1. In Ease of Doing Business: India trails in Starting a Business, Registration of Property, 

Paying taxes and Enforcing contracts. Singapore need 4 permits for restaurant and 
Delhi needs 26 permits. For wealth creation, we need Economic Freedom and hence 
EoDB is important. 

2. Regulations should be for Ease of Doing business and not crony capitalism. 
3. ~ 1.24 lakhs new firms were created in 2018. 

1. Increase of 80% over 2014. This is 3rd largest in the World. 
2. However, India has low rates of formal entrepreneurship on a per capita basis 

compared to other countries. 
3. New firm creation in services sector (85000) > manufacturing (15000), 

infrastructure (5000) or agri (<5000). 
4. District and State administration must focus on Literacy, Education and Physical 

infrastructure to foster entrepreneurship, job creation and wealth creation. 
8. Industry related 

1. India has opportunity to grow as China like labour intensive and export trajectory. 
2. It focuses on integrating "Assemble in India" into Make in India to focus on labour 

intensive exports and create jobs. 
3. Assembling Industries have the potential to generate 4 crore jobs by 2025 and 8 crore 

by 2030. 
4. India must focus on group of industries called "Network products" where production 

processes are globally fragmented and controlled by MNCs. Production occurs across 
global value chain operated by MNCs and focuses on Exports especially to rich countries. 
China focuses on specialization of large scale in labour intensive sectors. 

5. Exports of "Network Products" will be $ 248 billion in 2025 which = 25% of increase 
required for making India a 5 trillion $ economy by 2025. 

9. Role of the Govt 
1. To become a $ 5 trillion economy, trust based ethical practices are needed and 1.4 

trillion $ spending on infrastructure is needed. 
2. Survey showed benefits of Privatization and Wealth Creation. 

1. It unlocks the potential to CPSEs to create wealth. 
2. Aggressive disinvestment through strategic ale, be used to increase profitability, 

efficiency, competitiveness and professionalism in management in CPSEs. 
3. Policy must empower transparency and effective enforcement of policies by using data 

and technology. 
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4. Survey recommends dynamic health index for the economy for the early warning 
system to avoid liquidity crisis. 

5. It uses the principles of Behavioral economics i.e. Thalinomics since 2015-16. 
1. Affordability of Veg Thalis improved by 29% and non veg by 18%. This means 

income has increased. 
2. Affordability factor was calculated using daily wages derived from Annual 

Survey of Industries. 
3. Most affordable meal is in Jharkhand. In 2006-07 for 2 veg Thalis, 70% of Daily 

wage was used but in 2019-20 only 50% used. Engel's Law. 
6. Scrap Essential Commodities Act, 1955. 

1. It was enacted because of Famine and Food shortage. ECA includes seeds as 
well. 

2. Restriciton on retail and wholesale traders were meant to prevent hoarding and 
increase supply, it actually increased price gap between wholesale and retail 
prices and fluctuations. 

3. Govt interventions hurt more than they help. Govt has become the largest 
hoarder otherwise traders would have stored part of their produce to ensure 
smooth availability of commodity at stable prices throughout the year. 

4. DPCO (Drug Prices and Control Order) of 2013. issued under ECA also distorted 
the market and actually made medicines less affordable. 

7. Threats for Next fiscal: Global trade uncertainties, West Asian crisis, Insolvency 
resolution at slow pace, Crowding out private investment because of fiscal pressure. 

10. Education and Skilling: Challenge of affordability and quality. High fees keep poor children away 
from higher education. 

11. The Stubble Burning in 2019 was least in last 4 years. Agriculture conservation should be 
promoted with "low lignocellulosic" crop residues like rice, wheat and maize. Encourage crop 
residue based briquettes. Encourage burning of crop residue with coal in Thermal power plants. 

 
 
 

Budget 2019-20 and 2020-21 

 
Budget 2019-20 

1. Macro 
1. With low external debt now, Govt to start borrowing abroad. 
2. Our GDP was 1.85 trillion in 2014 now it is 2.7 trillion $. 
3. FD target revised downwards to 3.3% in 2018-19 (3.4% in Interim Budget). 
4. Direct Taxes increased by only 17.5% in 2018-19 (23-24% earlier). 
5. Non Tax revenues also increasing as we are expecting more dividends. 
6. Total budget 13.4% increase than FY19. Defense allocation increased. 
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7. The highest increase was in Agriculture by 75% in FY20. 
8. Disinvestment target is 1.05 lakh cr. (PT) 
9. Minimum Public holding raised for listed firms from 25% to 35%. 
10. 60% of amount subscribed by NPS on closure of account to be exempt. 
11. Expansion of women SHG Interest Subvention programme to all districts. 
12. 8 crore more free connections to be given free in PM Ujjwala Yojana. 
13. Labour laws to be rationalised in 4 Labour codes. 
14. 100% FDI in Insurance Intermediaries. 
15. Expand Swach Bharat Mission to undertake Solid Waste Management in all cities. 
16. Housing Finance to be under RBI. 
17. India's External Debt:GDP Ratio is < 5%. (PT) 

2. Growth 
1. Service sector (8-10% growth) marginal decline. 
2. Industry declined from 2015-16 to 2017-18. Now increasing. 
3. Agri increased - reached 6% in 2016-17 from 1% in 2015-16 but then now from  2016-17 

declining gradually till 2.5% 2018-19. 
4. Overall = Service > Industry > Agri. 

3. Taxation 
1. In 2008 drastic decline in Tax collections = because of Economy slowing down. 
2. Increased in 2009-10 because of service sector growth, MGNREGA and multiplier effect 

(infuse capital, job creation, increase demand, pump money = Keynesian formula). To 
Revive from Depression. 

3. 2017-18 increase because of demonetization. 
4. Now we're moving towards Jobless growth. 
5. Direct income tax collection is growing and is now > Indirect Tax. 
6. Unemployment maximum in 2008 and then it is now 6.1%. Unemployment of Urban 

men reached 7.1% and that of women is 10.8% in FY 18. 
7. Taxpayers maximum in 0.25 lakhs. (PT) 
8. Rationalization of Securities and Transactions Tax. If option exercised through 0.125% 

of the settlement price if not then 0.05% of premium. Now STT will be on difference 
between settlement and strike price. 

4. (PT+M) Aadhar can be interchanged with PAN for filing e returns. Aadhar to NRI on an 
expedited basis. 42 crore PAN linked with 23 crore Aadhar. 

5. Public Investment > Private investment. Why? Banks; People; Private investment to be 
encouraged to invest in Public; Special Purpose Vehicles. 

6. MSMEs 
1. with turnover 400 cr (earlier 250 cr) to enjoy lower corporate tax of 25%. 
2. 2% Interest subvention for all GST registered MSMEs on fresh or incremental loans. 
3. PM Karam Yogi Maandhan Scheme 
4. SFURTI = 100 new clusters will be set up during 2019-20 enabling 50000 artisans to join 

the economic value chain. Upgrade regional and traditional industries. 
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5. No hike in allocation of textile and clothing sector = ATUFS = Amended Technology 
Upgradation Fund Scheme and textile infrastructure prog. Issue of pending payments = 
10000 cr. (PT) 

7. Import Duties 
1. 10% customs duty on newsprint and 5% on printed books. To encourage domestic 

publishing and printing industry. 
2. Increased customs duty on Gold, Silver and Platinum (precious metals) from 10% to 

12.5%. 
3. Hike in gold duty will make businesses shift to other nations where Gold Import duty is 

less. Sector facing declining exports, job losses. 
8. Streamline multiple labour laws into 4 labour codes. 
9. Banking and Digital Payments 

1. NBFCs and Housing Finance Companies are now under RBI. 
2. 2% TDS on cash withdrawals exceeding ₹1 crore / year. 
3. Business with annual turnover of 50 crore can offer low cost digital payment options 

and no charges or Merchant Discount Tariff would be imposed on them or their 
customers. These costs will be absorbed by RBI and Banks from the savings that would 
accrue to them as a result of handling less cash. 

4. NBFCs that are fundamentally strong should continue to get fund from Banks and 
Mutual Funds. 

5. Banks Overdraft facility of 5000 rs for women members of SHG. 
10. Investment in Infrastructure 

1. 100 lakh crore in infra over 5 years. 
2. Megainvestment in sunrise and advanced technology. 
3. Govt eases Angel Tax norms = Funds raised by start ups will not require any kind of 

scrutiny from the Income Tax dept. 
11. Foreign Investment 

1. KYC norms for FPIs easier for investors. FPIs are net buyers at ~ 75000 crore with March 
seeing a record flow of ~34000 crore. 

12. Agriculture and Rural Prosperity 
1. Ease of doing business should apply to APMC Act too. (PT) 
2. Only 50% of total Agri credit went to Small Farmers and Marginal Farmers in 2018-19. 

Same trend in last 3 years. 
3. But out of total landholding, the share of SF is ~ 85%. (PT). 
4. Agri credit disbursed to SF/MF is increasing but not enough. 
5. Online Agri market e-NAM and NWR for better operations under APMC Act. FPOs. 
6. SFURTI = 100 new clusters will be set up during 2019-20 enabling 50000 artisans to join 

the economic value chain. Upgrade regional and traditional industries. 
7. Half the country is in the grip of drought today but no concern or commitment shown. 
8. PM Matsya Sampada Yojana = Fisheries sector. To enhance their income. Better 

fisheries management. Infra creation. Increasing production and productivity. Improved 
post harvest management. 



 
 

12 

SanjeVeni- PT GS KUNJI 

Aspire IASThe name associated with excellence10/70Old  Rajeneder 

Nagar N.Delhi           www.aspireias.com          8010068998/9999801394 

©2018 ASPIRE IAS. All rights reserved 

 

9. PMGSY = connect villages to rural markets. 
10. ASPIRE Scheme for Agripreneurs = will create 50000 skilled rural entrepreneurs 

especially in Agriculture sector. 
11. KUSUM = Annadata to Urjadata. 
12. Jal Shakti Abhiyan. ZBNF. 

13. Research is recognised as a bedrock of future growth. Establishment of a National Research 
Foundation (NRF) 

14. Education 
1. 400 crore to upgrade the quality of education. Good start but need more funding. 
2. Similar to previous year. Both for Edu and Health. 
3. Higher Education increased. 3 language formula. 50 crore for appointing Hindi teachers 

in non Hindi States. 
15. Disaster Management = MHA (PT). increased. 
16. Electric Vehicles and Renewable Energy 

1. IT exemption of 1.5 lakhs on interest paid on loans to vehicle buyers to make India a 
global manufacturing hub for such vehicles. Loan < Mar 31, 2023. Total benefit of 2.5 
lakh. 

2. GST rates on electric vehicles reduced from 12% to 5%. 
3. Inclusion of solar storage batteries and charging infra in above scheme will make India 

a global hub for manufacturing of Electric vehicles 
4. NITI Aayog said that Post March 2023 sell only electric 3 wheelers and post Mar 2025 

sell only electric 2 wheelers in 150 cc and below. 
5. Customs duty is exempted on certain parts of electric vehicles, including e-drive 

assembly, on board charger to incentivise e-mobility. 
6. FAME II Scheme = 10000 cr over 3 years. From 2019. Encourage e -vehicles by giving 

upfront incentive on purchase of e -vehicles. Only advanced batteries and registered e -
vehicles will be incentivised. Establish necessary charging infra. 

7. But nobody has told how to reduce Fiscal Deficit. 
17. Automobiles, Aviation 

1. Automobiles 
1. Sale of passengers and commercial vehicles fallen sharply since Mar 2019 

because of GST (People who repurchase hit), BS 4 to BS 6, No diesel vehicles are 
being purchased, Mass Rapid Transport and Petrol prices. 

2. Railway manufacturing 
1. 50 lakh crore in 2018-2030 for railway infrastructure. 
2. PPP for faster development and completion of railway tracks. 
3. Investment in better passanger amenities. 

3. Aviation 
1. Time is right to enter Aviation finance and leasing. Connectivity is at the heart 

of development. 
2. Making India as a Maintainance, Repair and Overhaul (MRO) hub. 
3. UDAN. Air India disinvestment to take off. 
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4. 100% FDI in Aviation but foreign investment capped at 49%. (PT) 
4. Road and infrastructure cess + hike of ₹2 on petrol and diesel. Special Additional Duty 

will go to ₹8/litre for Petrol and ₹2/litre for diesel. 
5. Ports: 

1. Stressed the need for port led development through Sagarmala and 
Development of inland waterways for moving Cargo. 

2. Along with Varanasi, 2 more terminals at Sahibganj in Jharkhand and Haldia in 
WB were opened. 

3. And a navigation lock at Farakka in WB. 
6. Highways: Restructure National Highways Program to interlink highways to connect 

Ports, million plus cities, state capitals, tourist places. 
7. Power 

1. 1 Nation, 1 Grid. to ensure Power for all by 2020. Power tariff reforms. UDAY 
scheme of 2015 criticised because of the dues of Discoms. 

2. High level committee to look into retirement of old and inefficient power plants. 
18. Gandhipedia (PT): To sensitize society esp Youth about Gandhian values. make India ODF by 2 

Oct, 2019. Rashtriya Swachta Kendra. Developed by National Council for Science Museums. 
19. Schemes 

1. Jal Jeevan Mission: 
1. Budget doubled. Would focus on integrated demand and supply side 

management of water at local level, including creation of local infra for source 
sustainability like rainwater harvesting, groundwater recharge and management 
of household wastewater for reuse in Agriculture. 

2. Center is also exploring the possibility of accessing funds from CAMPA. 
3. A component of it is National Rural Drinking Water Mission. 

2. SBA = Behavioral change and fallen by 25%. Behavioral change + latest technologies for 
Waste to Energy. Now it will expand to undertake sustainable SWM in every village. 

3. Affordable Housing 
1. Extra deduction of 1.5 lakhs on Affordable Housing borrowed upto Mar 31, 

2020. (PT) 
2. Housing Finance Sector now under RBI. 
3. In PMAY - Gramin, 1.54 crore houses completed and PMAY - Urban me 26 lakh 

houses completed. (PT). 2 cr houses to be built in PMAY (G) + toilets + electricity 
+ LPG. 

4. By 2022, every rural family except those unwilling to take the connection will 
have electricity and clean cooking facility. 

4. MNREGA reduced. Rural Development reduced. National Ganga Plan and Ghat works 
reduced.\ 

5. A new committee under NITI Aayog to identify all the remaining De-notified nomadic 
and semi- Nomadic tribes. 

20. International Relations 
1. Nepal and Mauritius gets high priority in funds allotted. 
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2. Reduced Chabahar spending. Afghanistan reduced. 
21. Subsidies: Food > Fertilizers > Petroleum > Interest Payments (increased). Overall reduced. 

Food subsidies increased till 2019-20 and now decreasing.  

 
ANALYSIS OF BUDGET 2019 - 20 

1. Only 2 structural reforms = Labour laws and Angel Tax. 
2. Special focus on infra, manufacturing, financial services and social sector. 
3. Key to a progressive and inclusive India is radical transformation of agri sector, new growth 

avenues for rural economy and sharply improving Quality of Life in rural India. Double Farmer's 
income, continued focus on FPOs under Small Farmer's Agribusiness Consortium. e-NAM. 

4. Prioritised investment and a growth engine = followed Eco Survey of 2018-19. 
5. Capital Exports increased but FD reduced. 
6. Modiji said Budget is for New India, citizen friendly, development friendly and future oriented. 
7. Budget was green in its emphasis on clean energy (tax relief on electronic vehicles and 

renewable energy). 
8. Invest in infra and support private entrepreneurship in driving value addition to farmer's 

produce. 
9. For farmers to get the benefit of MSP, the govt should have allocated >= 50000 cr under PM 

AASHA to guarantee procurement at those rates. 
10. Poor harvest = 

1. Total GVA in Agri highest in 2015-16. Now declining. 
2. Agri, Forestry and Fishing in 2013-14 and 2016-17 highest at 4%. Now it is declining. 
3. Sowing has reduced for all crops between 2018-19. Rice, Sugarcane increased. Pulses, 

Coarse cereals declined. 
11. Hike in allocations for women (10%), SC (30%), ST (25%). Women led initiatives and child 

protection services get a boost. Child Welfare meagre increase. 
12. Budget's supposed tilt towards populism as the govt expands the size of its welfare projects 

instead of taking steps to revive private investment in the slowing economy. 
13. Era of electric mobility and domestic vehicle manufacturing led by public transport and 

commercial vehicles is forward looking. But it will take a sustained effort by the Center in 
partnership with State govt. Swapping the battery at convinient locations with one that is pre 
charged is worth considering. A longer term policy priority has to be setting up Lithium battery 
production and solar charging infra of a scale that matches the ambition. 

 

 
 
Budget 2020 (Art 112 = Annual Financial Statement) 
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1. Jan Jan ka Budget. 1st time decided to report extra budgetary items in terms of bonds and loan 
borrowings. 

2. R K Shanamukham Chetty, the 1st FM of India - Lead Kindly Light. The next step is enough for 
us if it is illuminated by the star of our ambition and fortified by the faith in our destiny. 

3. Theme: Ease of Living for All. It has 3 sub themes: 
1. Aspirational India: Standard of Living. Health, education ad better jobs. Agri, irrigation 

and rural development, wellness, water and sanitation. 
2. Economic Development of All (Sabka Sath, Sabka Vikas, Sabka Vishwas) and 
3. Caring Society (Antyodaya). 

4. These 3 broad schemes are held together by Corruption free, policy driven good governance; 
clean and sound financial sector and Ease of Living. 

5. Aim of Budget: 
1. Digital Governance; 
2. National Infrastructure Pipeline; 
3. Risk mitigation through disaster resilience; 
4. Social security through pension and insurance penetration. 

6. Macroeconomic Data 
1. Estimated Nominal Growth of GDP = 10%. India is now the 5th largest economy after 

USA > China > Japan > Germany. 
2. FRBM Act says: 

1. FD = 3%; RD = 0% (but 2.7%); 
2. Reduce Govt Borrowing by 1% per year; 
3. Tax to GDP ratio = 27%. 

3. FD = Expenditure - (Total Revenue + Non Debt Creating Capital Recepits/ NDCR) 
1. It is 3.8% of GDP (2019-20) and 3.5% by 2020-21. (N K Singh said 2.5%). 

Estimated target was 3.3%. Actuals in 2018-19 was 3.4%. 
2. Center used "Escape Clause" Section 4 of FRBM Act to deviate from the 

estimated target of 3.3% for 2019-2020 for structural reforms. Reasons for 
deviation in targets: 

1. Shortfall in revenue collection = personal and corporate tax, GST, 
market loans and NDCR (sale of old assets). 

3. Government then lowered its expenditure (Ex. Food Subsidy reduced from 1.84 
lakh crore to 1.08 lakh crore).  

4. Revenue Recepits/ Expenditure >> Capital Receipts/ Expenditure. Govt expects 
its revenue receipts to increase to 2.25 lakh crore. 

5. Revenue receipts are expected to increase by 16.3% because of 
disinvestments. 

6. Revenue from Telecom to double to Rs. 1.33 lakh crores due to increased 
license fees and spectrum usage charges. 

7. Revenue deficit is targeted at 2.7% of GDP, which is higher than the revised 
estimate of 2.4% in 2019-20. 

4. 271 million people raised out of poverty during 2006 - 2016. 
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5. FDI increased to 284 billion $ during 2014 - 2019. 
6. Central Govt debt reduced to 48.7% of GDP from 2014 (52.2%) to 2019. (Economic 

Survey says = External Debt = 20.1%). 
7. To overhaul Centrally Sponsored and Central Sector Schemes to meet emerging socio 

economic needs and optimum use of resources. 
8. Market Borrowings have increased. For 2019-20 it was 4.99 lakh crore and 2020-21 it is 

5.36 lakh crore. 
9. Govt could consider moving towards more liberal trade policies that focus on increasing 

trade competitiveness of domestic industries in the future. 
7. 2 Important Developments 

1. Proliferation of technologies (Machine learning, Robotics, AI etc.) Ex. ANIL in TN. 
2. Highest ever number of people in productive age group (15 - 65 years). 

8. 15th FC has cut State share of Central taxes from 42 % to 41 % due to formation of J&K as a UT. 
9. Budget allocations: 

1. Agriculture allocation increased to Rs. 1.6 lakh crore. It implies the Govt wants to 
transform the Agri sector. 

2. Blue Economy initiative is a strategic move towards organised aqua/ fisheries sector. It 
is a step above last Budget's Fisheries Development Board to regulate the sector. 

3. Defense and Pension (excluding Interest payments) make the most of Budget 
expenditure. 

4. Increased in Interest, Pension, Transfer to States, Agri and Allied activities, IT and 
Telecom, UTs, Urban Development and Finance. 

5. Nepal and Africa allocations decreased and Bhutan allocation is highest. 
6. Gender Budget sees a drop. 
7. Science dept increased. But Space decreased. Defense decreased. 

10. Wellness, Water and Sanitation 
1. 69000 crore allocation for Health sector. Max allocation to PMJAY. 
2. PM Jan Arogya Yojana: VGF for set up hospitals in PPP mode. 
3. TB Haarega Desh Jeetega by 2025 to eliminate TB. 
4. Jal Jeevan Mission to augment local water resources, recharging existing resources and 

promoting water harvesting and decentralization. 
5. Swachch Bharat Abhiyan improved to ODF + and aligned with Nal se Jal scheme for 

piped water supply to households. 
11. Education and Skill 

1. 99300 crore for education and 3000 crore for skill development. 
2. 1 year internship to Fresh Engineers by Urban Local Bodies. 
3. Medical college to be linked to an existing District Hospital in PPP. 
4. Enrollment ratio under Beti Bachao Beti Padhao of girls > boys. Gross enrollment of 

girls at elementary level = 94.32%, for secondary (81.32%) and Higher secondary 
(59.7%). 

5. School education allocation in 3 schemes: Samagra Shiksha Abhiyan, Kendriya Vidyalaya 
Sangathan and Navodaya Vidyalaya Sangathan. 
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6. For education and training, Ind-Sat exam to promote study in India and a degree level 
online education programme for the deprived. 

12. Economic Development 
1. Investment Clearance Cell to provide end to end facilitation. 
2. National Textile Mission to enhance cultivation of cotton. 
3. National Technical Textile Mission (Geotextile) for 2020-21 to 2023-24. 

1. Thrust on production of textiles in sectors like healthcare, infra, automobiles, 
defense and agri. 

2. India imports $ 16 billion worth textiles. Mission is to position India as a leader 
in global technical textiles. 

4. Purified Terapthelic Acid (PTA) is the raw material for production of Polyester fibre. To 
give a thrust to Polyester fibre, Govt has abolished Anti dumping duty on PTA. 

13. Infrastructure: 
1. 6000 crore allocated  for Bharatnet Scheme: 

1. 1 lakh Gram Panchayats to get optical fibre loan. 
2. Fiber to Home connection (FTTH) through Bharatnet to link 1 lakh Gram 

Panchayats. 
3. Enable private sector to build Data Center Parks. 

2. Budget provides adequate funding to the tune of Rs. 22000 crore equity support 
infrastructure. 

3. A new National Mission on Quantum Computing and Technology. 
14. Governance: 

1. Income Tax Act to include Taxpayer's rights/ charter to be incorporated by CBDT for 
efficiency and fairness in tax administration. As in Canada, USA and Australia. 

2. For modifying of e-assessment, modify section 143 (3A) of I-T Act. 
3. Provision of e-appeal scheme to eliminate interface between Commissioner and 

appellant. 
4. A National Recruitment Agency (NRA) for recruitment to non gazetted post. 

15. Banking Sector 
1. Except for Agri, NPA ratio decreased in all sectors. Max decrease in non priority sector. 
2. DICGC to provide 5 lakh rs insurance cover for bank depositors. 

1. DICGC insures all bank deposits like savings, fixed, current and recurring. 
2. It does not include deposits of Govts (Foreign, Central and State Govts), State 

Land Development Banks, State Cooperative Banks, Interbank deposits 
received outside India and those specially exempted by DICGC. 

3. 1st increase in 27 years (since 1993). Premium is paid by the banks and not the 
depositors. Hence increase in deposit cover will increase cost for the banks. 

3. Limit for NBFCs to be eligble for debt recovery under SARFAESI Act, 2002 is reduced to 
asset size of 100 cr (earlier 500 crore) or loan size of 50 lakh (earlier 1 cr). 

4. AMending Banking Regulation Act to strengthen Cooperative Banks. 
5. Proposal to sell holding of Government in IDBI Bank. 
6. Time limit of credit restructure extended for MSMEs. 
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16. MSME 
1. MSME contribute to 29% of India's GDP. RBI restructuring loans of MSMEs by 1 year i.e. 

Mar 2021. 
2. Financing from NBFCs will be facilitated through TReDS. Factor Regulation Act to be 

amended to extend financing to MSME through TReDS. 
3. New scheme to provide subordinate debt for entrepreneurs of MSMEs by Banks. 

Guaranteed through Credit Guarantee for Medium and small entrepreneurs. 
4. MSMEs having turnover of 5 crore (earlier 1 crore) exempted from audit. It will apply 

to business carrying < 5% of transactions in cash. 
17. Financial Sector: Deepen the Bond market 

1. PFRD Act to be amended to strengthen regulatory role of PFRDA, separation of NPS 
trust. 

2. Certain G-Secs to be fully open for Non resident investors. 
3. Launching Bharat Bond ETF. On the lline of this, Govt launched a new Debt based ETF 

comprising of G-secs. 
1. The benchmark 10 year bond will be there. 
2. To access to retail investors, pension funds and long term investors. 

4. FPI limit in corporate bonds increased from 9% to 15%. 
5. Qualified Financial Institutions has 3 parts: Corporate Bonds, Equity share and Mutual 

Funds. 
6. Only IT sector stock market showed an increase. Rest all loss. 

18. e-Commerce 
1. e-Commerce operator is any person who owns, operates or manages digital or 

electronic facility or platform for e-Commerce. 
2. e-Commerce participant is a person resident in India selling goods or providing services 

including digital products. 
3. India's e-Commerce market is expected to grow 200 billion $ by 2026 from 38.5 billion 

$ of 2017. 
4. It must deduct 1% TDS on deals. New tax levy to widen tax base. To provide relief to 

small businessmen, individuals and HUF who receive < 5 lakhs will be exempted. 
19. Environment and Climate Change 

1. A new scheme of smart meters launched energy sector and climate change. 
2. 40470 crore for Energy Sector. 
3. Expand National Gas Grid to 27000 km. 
4. 4400 crore additional fund to tackle Delhi pollution. 
5. 15% Corporate Tax to new startups in Power sector. 

20. How to recover Economy: Increase rural consumption; Improve Bank's lending and To increase 
tax compliance, simplify tax regimes. 

 
Budget and the Social Sector 
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1. In the Social sector, the allocations have been decreasing. Especially MGNREGA. 
1. NGREGA and PDS are 2 important lifelines for the rural poor; providing employment as 

well as food. 
2. MGNREGA is failing to general rural employment due to poor implementation and 

inadequate funds. 
3. The wages in NREGA are also not at par with minimum wages. 

2. Caring for Society: Women 
1. 35600 crore allocation for nutrition related programs. For women specific programmes 

28600 crore allocated.  Increased in Rashtriya Poshan Abhiyan, One Stop Center Yojana, 
Matru Vandana Yojana, Bal Suraksha Seva and Mahila Shakti Kendra. 

2. Task force to study about the age of girls entering motherhood, reduce MMR and 
improve nutrition. Recommendations in 6 months. 

 
Tax Proposals: Benefits to Common Man 

 This is a Budget to boost people's incomes, to provide more money in their hands, to enhance 
their purchasing power and to boost consumptions and therefore demand. Hence tax policy is 
critical as tax revenue is not only essential for undertaking expenditure to spur investment, 
employment and growth but is also essential for undertaking spending on priority sectors and 
welfare schemes for the marginal sections. Tax policy is used to provide impetus to certain 
industries, regions and financial instruments by channelizing savings and investment into 
specific areas based on the priorities of Govt. Budget 2020-21 focuses on fundamental structural 
reforms and inclusive growth.  

 Direct Taxes 
1. Direct Tax is increasing > Indirect Tax. Direct Tax increasing over a period of time and 

Indirect tax is decreasing. 
2. From 2013-14 Direct Tax to GDP Ratio was decreasing till 2016 and since 2016-17 it is 

increasing.  
3. Corporate Tax > Income Tax. 
4. Income Tax: 

1. New tax slabs and lower income rates. New tax regime is optional. 
2. Currently > 100 exemptions and deductions in old tax regime out of which 70 is 

removed. 
3. Only 4.7% of Indian adults pay income tax. 
4. In 0 - 4 lakhs bracket, individuals who have filed returns has decreased and 4 - 

10 lakhs show a maximum increase and > 4 lakhs increase. 
5. Dividend Distribution Tax is removed. Dividend Income will now be added to 

taxable income. Hence double taxation on dividends removed. 
6. Additional 1.5 lakh tax benefit (interest paid on loans) to affordable housing 

developers. Deduction allowed on housing loans sanctioned before March 31, 
2020. 
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5. Contentious issue: 
1. Tax will be imposed on Indian Citizens abroad or NRIs if they are not taxable in 

their home country. 
2. It reduced the days that an Indian citizen can be granted Non resident status for 

tax purposes from 182 to 120. 
6. Corporate Tax 

1. Concessional Corporate Tax of 15% for new domestic companies in power and 
manufacturing sector. 

2. Corporate rate reduced to 22%. 
3. UAE has the highest Corporate Tax Rate and in BRICS, Russia has lower 

Corporate tax than India. 
4. To boost listing of bonds at IFSC exchange, the govt proposed to reduce 

withholding tax rate to 4% from 5% on interest payments on bonds. India's only 
IFSC is in GIFT city, near Ahmedabad, GJ. Tax holiday is of 10 years. 
International Bullion exchange to be set up at IFSC. 

5. Tax relief to start ups: ESOP tax can wait till 5 years or till employee leaves the 
company or sells the share. 

7. 5% Health cess on imports of medical equipments except those exempt from BCD (Basic 
Customs Duty). 

8. Customs Act amended to enable checks of imports under FTA. Rule of Origin 
requirements to be reviewed. Custom duty reduced in Solar cells (0%) and highest 
increased in shelled walnuts and toys. Increased in footwear and furniture. 

9. Issuance of Unique Registration no. to all charity institutions for easy tax compliance. 
10. Vivaad se Vishwas = to reduce litigations of direct taxes with a deadline of 30 June 

2020. They will get complete waiver on interest and penalty. Only principle is given. 
11. 100% tax exemption to interest, dividend and capital gains income on investment 

made in infrastructure and priority sector before 31 March 2024 with a minimum lock in 
period of 3 years by Sovereign Wealth Fund of Foreign Govts. 

12. Cooperative societies get 22% tax option + 10% surcharge and 4% cess (Earlier it was 
30% + 10% + 4%). To be exempted also from Minimum Alternate Tax. 

 GST: Indirect Tax 
1. GST led to end of Inspector Raj but also has integrated the country, economically, 

consolidated numerous taxes and cesses into one tax which led to efficiency gain in 
logistics and transport sectors. 

2. Total of 60 lakh new taxpayers and 105 crore e-way bills generated under GST. 
3. Due to reduction in GST rates, average household saves 4% monthly. 
4. A simplified return from 1 April 2020. 
5. Aadhar based verification of taxpayers to weed out dummy units. 

 Govt's aim is to make Tax dept a dept of dialogue with taxpayers which listens, trusts and 
believes you, which is using technology to provide convenience to genuine taxpayers and is 
judiciously equipped with data analytics and information triangulation to hit tax evaders and 
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