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Dear students I am sure that everyone has understood the previous content which is provided you 

through college e-resources. In continuation, this part of content is focus on other remaining chapters 

of economic survey 2019-20 as per your syllabus. In this content I shall highlight the major points that 

need to understand. To make deep understanding regarding the issue you are advised to go through 

full chapter of economic survey 2019-20. You can download full chapter from following web. link 

https://www.indiabudget.gov.in/economicsurvey/). The subject matter of this content is as following: 

1.  State of economy (Chapter 1 vol-2 economic survey 2019-20)  

2. Fiscal development (Chapter 2 vol-2 economic survey 2019-20) 

3. External sector (Chapter 3 vol-2 economic survey 2019-20) 

First reading state of economy, Main issue of the chapter: The year 2019 was a difficult year 

for the global economy with world output growth estimated to grow at its slowest pace of 2.9 

per cent since the global financial crisis of 2009, declining from a subdued 3.6 per cent in 

2018 and 3.8 per cent in 2017. Uncertainties, although declining, are still elevated due to 

protectionist tendencies of China and USA and rising USA-Iran geo-political tensions. 

Amidst a weak environment for global manufacturing, trade and demand, the Indian economy 

slowed down with GDP growth moderating to 4.8 per cent in first half of 2019-20, lower than 

6.2 per cent in second half of 2018-19. A sharp decline in real fixed investment induced by a 

sluggish growth of real consumption has weighed down GDP growth from second half of 

2018-19 to first half of 2019-20. Real consumption growth, however, has recovered in Q2 of 

2019-20, cushioned by a significant growth in government final consumption. At the same 

time, India’s external sector gained further stability in first half of 2019-20, with a narrowing 

of Current Account Deficit (CAD) as percentage of GDP from 2.1 in 2018-19 to 1.5 in first 

half of 2019-20, impressive Foreign Direct Investment (FDI), rebounding of portfolio flows 

and accretion of foreign exchange reserves. Imports have contracted more sharply than 

exports in first half of 2019-20, with easing of crude prices, which has mainly driven the 

narrowing of CAD. On the supply side, agricultural growth, though weak, is moderately 

higher in first half of 2019-20 than in second half of 2018-19. Headline inflation rose from 

3.3 per cent in first half of 2019-20 to 7.4 per cent in December 2019 on the back of 

temporary increase in food inflation, which is expected to decline by year end. Rise in CPI-

core and WPI inflation in December 2019 suggests building of demand pressure.  

The deceleration in GDP growth can be understood within the framework of a slowing cycle 

of growth with the financial sector acting as a drag on the real sector. In an attempt to boost 

demand, 2019-20 has witnessed significant easing of monetary policy with the repo rate 

having been cut by RBI by 110 basis points. Having duly recognized the financial stresses 

built up in the economy, the government has taken significant steps this year towards 

speeding up the insolvency resolution process under Insolvency and Bankruptcy Code (IBC) 
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and easing of credit, particularly for the stressed real estate and Non-Banking Financial 

Companies (NBFCs) sectors. At the same time, impact of critical measures taken to boost 

investment, particularly under the National Infrastructure Pipeline, present green shoots for 

growth in second half of 2019-20 and 2020-21. Based on first Advance Estimates of India’s 

GDP growth for 2019-20 recorded at 5 per cent, an uptick in GDP growth is expected in 

second half of 2019-20. The government must use its strong mandate to deliver expeditiously 

on reforms, which will enable the economy to strongly rebound in 2020-21. 

Student need to go through the following points in detail from the chapter to understand the above 

facts in detail 

A. Global economy in 2019-20 

B. Indian economy 2019-20 

1. size of the economy 

2. GVA and GDP growth 

C. Inflation (CPI &WPI) 

D.  Employment: Formal Vs Informal 

E. Fiscal situation 

F. Monetary policy 

G. credit growth 

H. external sector performance(CAD, FDI) 

I. Sectoral development (Agriculture, Industry and services) 

J. The recent growth deceleration: Drag of the financial sector on real sector (The slowing cycle 

of growth) 

K. Decline in fixed investment rate 

L. Drag of financial sector on private corporate investment 

M. decline in household investment 

N. Delayed decline in private consumption 

O. outlook 

Whole chapter is talking about the state of economy in 2019-20 and its causes under above heading. 

Students must go through all and need to understand the major causes of recent slowdown and its 

remedies by understanding whole chapter. 

Second reading covers fiscal development in 2019-20. Mainly this chapter discuss about the fiscal 

development such as state of revenue collection and expenditure of government and fiscal reforms 

and its impact.  

Main issue of the chapter:  

  The year 2019-20 has been challenging for the Indian economy owing to the decelerating 

growth rate experienced in the first half of the year. Amongst the various reforms introduced 

during the year to promote growth and investment, reduction in corporate income tax rate 

was a major structural reform. The fiscal policy 2019-20 was characterized by sluggish 

growth in Tax revenue relative to the budget estimates. The Non-Tax revenue registered a 

considerably higher growth in the first eight months of this financial year compared to the 

same period last year. On the expenditure side, Total Expenditure has increased at a 

considerable pace during April to November 2019-20 with Capital Expenditure growing at 



roughly three times the growth registered during the same period last year. The fiscal deficit 

as a per cent of Budget Estimate during the first eight months of this financial year was at a 

similar level as that in the corresponding period last year. Going forward, considering the 

urgent priority of the Government to revive growth in the economy, the fiscal deficit target 

may have to be relaxed for the current year 

Students must  go through the following points in detail from the chapter to understand above facts 

in detail 

 

A. Central government finances 

 Trends in Receipts 

 Tax Revenue 

 Non-Tax Revenue 

 Non-debt Capital receipts 
B. Trends in Expenditure 

C. Transfer to states 

D.  Fiscal outcome in 2019-20 (up to November 2019) vis-à-vis 2019-20 BE 

E. Central Government Debt 

F. State finances 

G. General government finances 

H. Outlook 

 

Third reading covers state of external sector in 2019-20. This chapter mainly discuss about the state 

of external sector such as BOP situation, state of export and import, CAD, foreign reserve and FDI in 

recent year. 

Main issue of the chapter: India’s external sector gained further stability in the first half of 2019-20, 

witnessing improvement in Balance of Payments (BoP) position. India’s foreign reserves are 

comfortably placed at US$ 461.2 billion as on 10th January, 2020. The improvement in BoP was 

anchored by narrowing of current account deficit (CAD) from 2.1 per cent in 2018-19 to 1.5 per cent 

of GDP in H1 of 2019-20. The contraction of CAD has emanated from easing of crude prices. Export 

growth remains subdued with external demand weakened by slowdown in global investment, output 

and heightened trade tensions, notwithstanding resilient service exports. Increase in service imports is 

inevitable with increasing foreign direct investment (FDI) and ‘Make in India’. Petroleum products, 

precious stones, drug formulations & biologicals, gold and other precious metals continue to be top 

exported commodities, with fastest growth seen in drug formulations & biologicals in 2019-20 (April 

to November). Crude petroleum, gold, petroleum products, coal, coke & briquittes constitute top 

import items, with fastest growth seen in electronics in 2019-20 (April to November). India’s top five 

trading partners continue to be USA, China, UAE, Saudi Arabia and Hong Kong. Further 

improvement in BoP was contributed by easing of external financial conditions, impressive FDI, 

rebounding of portfolio flows and receipt of robust remittances. Net FDI inflows have continued to be 

buoyant in 2019-20 attracting US$ 24.4 billion in the first eight months, higher than the corresponding 

period of 2018-19. This reflects a global sentiment that increasingly believes in India’s growth story 

and reform measures being undertaken by the government. External debt as at end September, 2019 

remains low at 20.1 per cent of GDP. India’s Net International Investment Position (NIIP) to GDP 



ratio has also improved compared to 2018-19. After witnessing significant decline since 2014-15, 

India’s external liabilities (debt and equity) to GDP has increased at the end of June, 2019 primarily 

driven by increase in FDI, portfolio flows and external commercial borrowings (ECBs). 

Students must go through the following points in detail from the chapter 

A. Overview: India’s balance of payments 

 current account deficit 

 Merchandise Trade Deficit 

 Merchandise Exports 

 Merchandise Imports 

 Net Services 

 Service Exports 

 Service Imports 

B. Policy Environment 

 India and WTO 

 Trade Facilitation 

 Trade related Logistics 

 Anti-dumping and Safeguard Measures. 

C. Net Remittances 

D. Foreign Direct Investment (FDI) 

E. Foreign Portfolio Investment (FPI) 

F. External Commercial Borrowings (ECBs) 

G. External Debt 

H. External liabilities (Debt + Equity) 

I. Net International Investment Position (NIIP)6 

J. Outlook 

Students are advised to remember figures while going through trends, for e.g. export import and BOP 

trend etc. figures are important for understanding trend and pattern. 

 

Note: The above points are like hints to understand major issues and arguments 

related to the respected reading. The students are advise to go through full text 

which is given in your reading or online as well.  If there is any problem to 

understand the above highlighted issues you may contact me personally through 

phone or we can discuss through other social media or apps. 

 


