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Preface

The epic treatise of modern economics, written by Adam Smith in 1776, was interestingly titled “An Inquiry into the
Nature and Causes of the Wealth of Nations”. With India having become the fifth largest economy in the world in
2019 and aspiring to be the third largest by 2025, it is only befitting to go back to one of the foundational questions
posed by Smith, “What causes wealth and prosperity of nations?”” The Economic Survey 2019-20 makes a humble
attempt to craft a framework of policies that can foster wealth creation in India. This inquiry is particularly critical
at this stage as India aspires to become a $5 trillion economy by 2025 — an ambitious vision that should create, as

Smith observed, “universal opulence which extends itself to the lowest ranks of the people.”

Hon’ble Prime Minister highlighted in India’s 73rd Independence Day Speech on 15" August 2019 that only when
wealth is created will wealth be distributed. Therefore, a feeling of suspicion and disrespect towards India’s wealth-
creators is ill advised. Given India’s “tryst” with Socialism, skepticism about the benefits of wealth creation is not
an accident. In this context, Team@ZEcoSurvey 2019-20 attempts to put to rest any skepticism about the benefits

accruing from a market economy, both in economic thinking and policy-making.

The Survey documents that ideas of wealth creation are rooted in India’s old and rich tradition ranging from
Kautilya’s Arthashastra to Thiruvalluvar’s Thirukural, which emphasizes ethical wealth creation as a noble human
pursuit. The Survey uses the ancient literature and contemporary evidence and to show that India’s dalliance with
Socialism — a few decades is after all ephemeral in a history of millennia — is an exception with belief in the
invisible hand of markets being the norm. Maddison (2007) provides the historical evidence that India has been
the dominant economic power globally for more than three-fourths of known economic history. Such dominance
manifests by design; not happenstance. The Survey draws on literature describing the ancient system to show that
the invisible hand of the market supported by the hand of trust led to such dominance. The growth performance of
the Indian economy and various sectors after India returned back to its roots post economic liberalisation in 1991
provides the contemporary evidence. Events from the Global Financial Crisis and the problems with the Indian
financial sector provide evidence of the need for the hand of trust to support the invisible hand. Introducing the
idea of “trust as a public good that gets enhanced with greater use”, the Survey also makes some suggestions for
enhancing this public good. The Survey’s conceptualisation of wealth creation, thus, presents a synthesis of the old
and the new, be it in the combination of ancient Indian tradition with contemporary evidence or in suggesting the
use of FinTech for our Public Sector Banks. The survey cover conveys synthesis as well, with the lavender of the

new “X 100 note” coming together with the one of older currency notes — that of Rs. 100.

The Survey identifies several levers for furthering wealth creation: entrepreneurship at the grassroots as reflected
in new firm creation in India’s districts; promote “pro-business” policies that unleash the power of competitive
markets to generate wealth as against “pro-crony” policies that may favour incumbent private interests. The Survey
makes the case that the churn created by a healthy pro-business system generates greater wealth than a static pro-
crony system. Note that the Survey contrasts two systems; the arguments are not directed at any individual or
entity. Instead, it argues for eliminating policies that undermine markets through government intervention even
where it is not necessary; integrate “Assemble in India” into “Make In India” to focus on labour-intensive exports
and thereby create jobs at large scale; efficiently scale up the banking sector to be proportionate to the size of the
Indian economy and track the health of the shadow banking sector; use privatisation to foster efficiency. Consistent
with the hand of trust supporting the invisible hand, the Survey provides careful evidence that India’s GDP growth
estimates can be trusted.

vii



Continuing the modest endeavour of Economic Survey 2018-19 to use principles of behavioural economics as
instruments of economic policy and as an easy prism to have insights about human behaviour, the Economic Survey
2019-20 presents “Thalinomics”- an attempt to relate economics to the common person using something that he or

she encounters every day — a plate of food i.e. a Thali.

We chose to continue with the popular tradition of presenting the Survey in two volumes. Volume I, which
attempts to capture ideas that encapsulate “economic freedom and wealth creation”, provides evidence based
economic analyses of recent economic developments to enable informed policymaking. Volume II reviews recent
developments in the major sectors of the economy and is supported by relevant statistical tables and data. This

would serve as the ready reckoner for the existing status and policies in a sector.

The Economic Survey attributes its existence and popularity to the collaborative effort of all Ministries and
Departments of Government of India, the prodigious resource base of the Indian Economic Service officers, valuable
inputs of researchers, consultants and think tanks both within and outside the government and the consistent support
of all officials of the Economic Division, Department of Economic Affairs. The Survey has made a sincere effort
to live up to the expectation of being an indispensable guide for following, understanding and thinking about the
Indian economy. Needless to say, the personal gratification Team@EcoSurvey gets in thinking deeply about what
is best for the Indian economy represents our ultimate reward. We hope readers share the sense of optimism with
which we present this year’s Survey.
Krishnamurthy V. Subramanian
Chief Economic Adviser

Ministry of Finance
Government of India
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