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About ACI 

The Asia Competitiveness Institute (ACI) was established in August 2006 as a Research Centre 
at the Lee Kuan Yew School of Public Policy (LKYSPP), National University of Singapore (NUS). 
It aims to build the intellectual leadership and network for understanding and developing 
competitiveness in the Asia region.  ACI seeks to contribute to the enhancement of inclusive 
growth, living standards, and institutional governance through competitiveness research on sub-
national economies in Asia. It identifies mitigating issues and challenges for potential public policy 
interventions through close collaboration with regional governments, business corporations, 
policy think-tanks, and academics. ACI’s three key research pillars include (I) Sub-national 
economies level competitiveness analysis; (II) The development of digital economy and its 
implications in 16 Asia economies; and (III) Singapore’s long-term growth strategies and public 
policy analysis. 

ACI’s value propositions may be encapsulated in its acronym: 
Analytical inputs to initiate policies for policy-makers and business leaders in Asia  
Capacity building to enable others through improvement in productivity and efficiency  
Intellectual leadership to create pragmatic models of competitiveness and inclusive growth 

Vision and Mission 

• ACI’s over-arching vision is to build up its research credibility with policy impact, contributing
as a professional, world-class think-tank.  

• ACI’s mission is to establish our niche as a leading policy think-tank by identifying development
trends, opportunities, and challenges among Asian economies and business corporations. 

• ACI endeavours to articulate sound recommendations, promote discussion, and shape
research agenda in the arena of public policy amongst Asian governments. 

• ACI undertakes evidence-based analysis of public policy issues and decisions, in order to
provide assessment of their effectiveness as well as economic and societal impact. 
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Preface
The last two years have been difficult for the global economy. Aside from the uncertain-
ties caused by repeated waves of COVID-19 outbreaks, the world economy continued
to face multiple downside risks, including labour and critical input shortages as well as
logistical bottlenecks. That said, based on the International Monetary Fund’s (IMF) es-
timates, the global growth witnessed a strong growth rebound of 5.9 percent in 2021.
This recovery in growth was mainly due to adequate global vaccination progress and the
reopening of the regional economies. According to the IMF, India was one of the fastest-
growing economies in 2021 among the emerging markets, with an annual growth rate of
9.0 percent.

The Indian economy continued to showcase resilience across most industries, de-
spite the havoc created by the second wave of the COVID-19 pandemic. India registered
positive growth in four consecutive quarters during the pandemic, starting from Q3 of
FY2020-21. A rapid increase in vaccination coverage and less stringent social restrictions
supported the country’s growth during 2021. According to the IMF, India is expected
to remain on a high-growth trajectory for the next two years. However, there are grow-
ing concerns that increasing oil prices, coal shortages and supply disruptions may drag
down the country’s growth. Nevertheless, policymakers can overcome these challenges
by enacting targeted and coordinated measures at both the national and regional levels.

The research undertaken by the Asia Competitiveness Institute (ACI) on sub-national
competitiveness in India makes a significant contribution towards understanding the ex-
isting vast heterogeneity across the 36 sub-national economies. Furthermore, the book
also presents a study on the economic recovery of these sub-national economies in India
amidst the COVID-19 pandemic.

I am confident that the rich insights found in the book will contribute to a greater
understanding of the dynamics of competitiveness across the country at the sub-national
level and offer an intellectual platform for relevant policy interventions to be developed.

Professor Paul Cheung
Director, Asia Competitiveness Institute
Lee Kuan Yew School of Public Policy

National University of Singapore

ii



Contents

About Asia Competitiveness Institute (ACI) . . . . . . . . . . . . . . . . . . . . . . . i
Preface . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ii
Executive Summary . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . viii
Acknowledgements . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . x
List of Figures and Tables . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . xi
List of Abbreviations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . xvi

Chapter 1 Introduction 1
Rohanshi Vaid

1.1 Introduction and Motivation . . . . . . . . . . . . . . . . . . . . . . . . . . . 1
1.2 A Macroeconomic Overview of India’s Economy . . . . . . . . . . . . . . . 5
1.3 Roadmap of the Book . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14
References . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15

Chapter 2 2021 Annual Update on Competitiveness for 36 Sub-National Economies
of India 18
Sumedha Gupta and Zhang Xuyao

2.1 Introduction . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18
2.2 Research Methodology . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 22

2.2.1 Four Environments, 11 Sub-Environments and 75 Indicators . . . . 22
2.2.1.1 Computation of Competitiveness Ranking using Equal

Weights . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 24
2.2.1.2 The Standardised Score . . . . . . . . . . . . . . . . . . . . 24
2.2.1.3 What-if Competitiveness Simulation Analysis . . . . . . . 25

2.2.2 Shapley Value: A Novel Approach to Assignment of Weights . . . 25
2.2.2.1 Shapley Weightage – The “Bottom up” Approach . . . . . 26
2.2.2.2 Comparison between the Shapley Method and the En-

tropy Method . . . . . . . . . . . . . . . . . . . . . . . . . . 27
2.3 Competitiveness Analysis Results for 36 Sub-National Economies of India 28

2.3.1 Overall Competitiveness Ranking and Scores . . . . . . . . . . . . . 28
2.3.2 Ranking and Scores by the Four Environments . . . . . . . . . . . . 32

v



vi Shaping the Post-Pandemic Recovery: A Competitiveness Analysis of India

2.3.3 What-if Competitiveness Simulation Analysis on Overall Competi-
tiveness . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 41

2.3.4 What-if Competitiveness Simulation Analysis on Four Environments 43
2.3.5 Median and Maximum Competitiveness Web Analysis . . . . . . . 49

2.4 A Comparison of Results using Shapley Weights Methodology and Equal
Weights Methodology . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 51

2.5 Analysis of the Five Best Performers and the Bottom Five Performers by
Environment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 54
2.5.1 Macroeconomic Stability . . . . . . . . . . . . . . . . . . . . . . . . . 57
2.5.2 Government and Institutional Setting . . . . . . . . . . . . . . . . . 58
2.5.3 Financial, Businesses and Manpower Conditions . . . . . . . . . . 61
2.5.4 Quality of Life and Infrastructure Development . . . . . . . . . . . 63

2.6 Concluding Notes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 65
References . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 66

Chapter 3 2021 Annual Update on Competitiveness for Five Regions of India 69
Sumedha Gupta

3.1 Introduction . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 69
3.2 Regional Competitiveness Framework . . . . . . . . . . . . . . . . . . . . . 70
3.3 Empirical Findings: An Analysis of Regional Competitiveness . . . . . . . 71

3.3.1 Overall Competitiveness Ranking and Scores . . . . . . . . . . . . . 72
3.3.2 Ranking and Scores by the Four Environments . . . . . . . . . . . . 73

3.3.2.1 Macroeconomic Stability . . . . . . . . . . . . . . . . . . . 73
3.3.2.2 Government and Institutional Setting . . . . . . . . . . . . 75
3.3.2.3 Financial, Businesses and Manpower Conditions . . . . . 77
3.3.2.4 Quality of Life and Infrastructure Development . . . . . . 78

3.3.3 Median and Maximum Competitiveness Web Analysis . . . . . . . 80
3.3.4 Analysis of Top 20 Percent Strongest and Weakest Indicators . . . . 83

3.3.4.1 Eastern Region . . . . . . . . . . . . . . . . . . . . . . . . . 83
3.3.4.2 Northern Region . . . . . . . . . . . . . . . . . . . . . . . . 85
3.3.4.3 North-eastern Region . . . . . . . . . . . . . . . . . . . . . 87
3.3.4.4 Southern Region . . . . . . . . . . . . . . . . . . . . . . . . 88
3.3.4.5 Western Region . . . . . . . . . . . . . . . . . . . . . . . . 90

3.4 Concluding Notes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 92
References . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 93

Chapter 4 Sub-National Recovery of India during the COVID-19 Pandemic: An
Outlook on Consumption and Investment 94
Ammu George and Sumedha Gupta

4.1 Introduction . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 94
4.2 Data and Methodology . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 97
4.3 Regional Disparity in Consumption and Investment . . . . . . . . . . . . . 99

4.3.1 The Exceptional Cases of Odisha and Jharkhand . . . . . . . . . . . 102



Contents vii

4.4 Indicator Level Analysis . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 103
4.4.1 Impact of COVID-19 on Consumption . . . . . . . . . . . . . . . . . 103
4.4.2 Impact of COVID-19 on Investment . . . . . . . . . . . . . . . . . . 107

4.5 Concluding Remarks . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 111
References . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 112

Appendix 1 About the Authors 117

Appendix 2 List of Indicators for 36 Sub-National Economies of India 119

Appendix 3 Computation of Rankings using Equal Weights - The Algorithm 124

Appendix 4 Computation of Rankings using Shapley Weights - The Algorithm 128

Appendix 5 Notes on Data Aggregation for Computation of Regional Rankings 132



Executive Summary

The spread of the coronavirus disease (COVID-19) since its origin has led to a devastating
loss of life as well as severe social and economic disruption. The year 2021 was tough
for many Indian households, the national healthcare system, and the government due
to the second wave of the COVID -19 outbreak. The ’Delta’ variant outbreak dampened
the country’s economic recovery. However, the impact of the second wave on economic
growth was less adverse than the previous one. After contracting by 7.3 percent in 2020-
21, India’s economy registered an increase of 20.1 percent YoY and 8.4 percent YoY in Q1
and Q2 of FY2021-22, respectively. This economic recovery was underpinned by a strong
rebound in the services sector, complete recovery in the manufacturing industry, and the
rapidly increasing vaccination coverage. The economy continues to show signs of robust
recovery amidst uncertainties caused by repeated infection outbreaks and supply chain
disruption.

In this edition, Shaping the Post-Pandemic Recovery: Annual Sub-national Competitiveness
Analysis of India, we conduct a comprehensive competitiveness analysis of the 36 Indian
sub-national economies. Based on the analysis, Maharashtra has been the most com-
petitive sub-national economy over the last eight years. However, there is still room for
improvement across spheres such as productivity, the standard of living, and techno-
logical infrastructure. On the other hand, Assam became the bottom-most sub-national
economy this year due to its poor performance across several dimensions, including eco-
nomic growth, business friendliness, employment, and standard of living.

Similar to the last few years, the top-performing sub-national economies mainly be-
long to theWestern region, while the bottom-performing ones aremostly from theNorth-
eastern region. This offers a critical insight into the persistence of regional disparities
within India. Moreover, there are no signs of any convergence in the competitiveness
performance of the sub-national economies.

The Western region remains the most business-friendly and continues to pull a large
chunk of investments across industries. In addition, its openness to trade and high export
turnover make it an attractive destination for direct foreign investment. However, it still
fails to provide an adequate health infrastructure. On the other hand, the North-eastern
region performs better than other regions in terms of medical infrastructure. In addition,
its expenditure on education, science, and technology remains high, but the region still
lags behind its counterparts in the case of physical infrastructure. As a result, private
and public limited companies’ business interest in this region remains low. This lack of
economic opportunities in the region has restricted its growth and development.

This book also offers an analysis on the recovery of the sub-national economies in In-
dia amidst the COVID-19 pandemic, given that the economy faced downward pressures
during both the first and the second wave. Our study revealed two major findings.

Firstly, the COVID-19 pandemic brought the Indian economy to a standstill during
its onset. The sharp economic contraction during Q2 2020, when the national lockdown
was implemented to curb the spread of the first wave, is reflected across the indicators of
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consumption and investment. However, all the sub-national economies showcased a V-
shaped recovery soon after. The secondwave duringQ2 2021 led to another fall, although
the intensity was not as severe as that of the first wave.

The second significant finding is that the regions with high intra-regional disparities,
such as the Western region, grew faster than the North-eastern and Eastern regions with
low intra-regional disparities. The intra-regional disparities in the Western and North-
ern regions remained high during the pandemic as the top-performing sub-national
economies such as Gujarat and Delhi were primarily driving the economic growth in
these regions. On the other hand, since the economic development of a majority of East-
ern and North-eastern sub-national economies registered a declining trend, the intra-
regional disparities remained low.
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Chapter 1
Introduction
Rohanshi Vaid

1.1 Introduction and Motivation

The second year of the coronavirus disease (COVID-19) pandemic was catastrophic for
nations across the world. Many countries witnessed a devastating loss of life as well
as severe social and economic disruption owing to the rapid spread of the "Delta" Vari-
ant. The number of new cases globally peaked between April – May 2021 (WHO, 2022).
According to the World Health Organization (WHO), the ‘Delta’ variant was first dis-
covered in India in August 2020 and was declared ‘a variant of concern’ on 11 May 2021
(World Health Organisation (WHO), 2022). On the other hand, the global COVID-19
vaccination drive began earlier in 2021, after the vaccines developed by Oxford Univer-
sity and AstraZeneca, Pfizer and BioNTech, andModerna were clinically approved in the
UK. More than 1 million vaccination doses were administered globally on 1 January 2021
(Yaqub, Farhat, 2021). However, despite the vaccine optimism and reopening of regional
economies, amajority of countrieswent back to lockdownmeasures. They again enforced
border closures during most of the year as the ‘Delta’ variant became a dominant vari-
ant globally by June 2021 (CNBC, 2021). Later in 2021, another variant of SARS-CoV2
- ‘Omicron’ was detected in South Africa on 24 November 2021 and was categorised as
a variant of concern by WHO on November 26, 2021 (Centers for Disease Control and
Prevention, 2021). Most countries had expected to witness a peak in the number of new
COVID-19 cases between January and February 2022. As of January 2022, roughly 350
million people have been infected, and more than 5.5 million people have lost their lives
to the novel virus (WHO, 2022).

After the first wave of COVID-19 in October 2020, India started showing signs of re-
covery as the country moved towards normalcy. The level of economic activity increased
in the second half of FY 2020-21. However, in April 2020 the ’Delta’ variant-led second
wave of COVID -19 hit the country like a storm, thereby leading to a situation of crisis for
the national healthcare system and the government (see Figure 1.1) (Our World in Data,
2020a).

This wave was considered twice as severe as the first one, with more than 400,000

1
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new infections being reported per day. During the peak, more than 55 percent of the
total daily cases were reported from just five states – Maharashtra, Kerala, Karnataka,
Tamil Nadu, and Andhra Pradesh (WHO, India Situation Report, 2021). Besides the
relaxation of lockdown measures after the first wave, super-spreader events such as the
Kumbh Mela 2021 and state election campaigns contributed significantly to the increase
in the number of COVID-19 cases betweenMarch andApril 2021. The state of Uttrakhand
hosted the Kumbh Mela mass gathering from 14 January 2021 to 29 April 2021. During
this period, the total number of cases per day increased by 236 percent inUttrakhand, and
by 92 percent in India (Ellis-Petersen, 2021) The lack of effective implementation and
observance of COVID-19 guidelines fueled the outbreak. Additionally, political rallies
organised in states such as West Bengal, Tamil Nadu and Kerala witnessed gatherings of
thousands of maskless attendees (Shukla et al., 2021). This substantially impacted the
level of unprotected interactions amongst the public and subsequently wreaked havoc in
these states.

India entered the deadly second wave with 8.5 hospital beds and 8 physicians per
10,000 people(Business Standard India, 2021). As a result, the steep increase in the num-
ber of daily cases took a toll on the Indian healthcare system and led to an unprecedented
crisis in the country. As a result, both central and state governments undertook several
measures to manage the massive surge in COVID-19 cases and related mortality.

Both centre and state governments took action to ramp up bed capacity in COVID
care centres and hospitals. Many sports stadiums in big cities were converted into quar-
antine facilities, especially for migrant and daily wage workers. As the country faced a
shortage in the supply of medical oxygen, the central government increased the states’
oxygen quota. It utilised the national transport infrastructure as well as the military for
transporting liquid oxygen to the affected states(Press trust of India, 2021). In addition,
many state governments announced night curfews in the initial phase of the secondwave.
However, with a constant rise in the number of daily cases, lockdowns, which allowed
only the provision of essential services, were imposed in the worst affected areas(India
Briefing, 2021b).

In order to support the economy’s nascent recovery, the central government, along
with the Reserve Bank of India (RBI) announced a slew of relief measures and reforms
to deal with the economic crisis and inject liquidity (India Briefing, 2021a).

Besides the measures mentioned above, the government also expanded its vaccina-
tion program by opening inoculation to all adults above 18. On 16 January 2021, India
launched the world’s largest COVID-19 vaccination drive (UNICEF, 2021). In Phase-1 of
the immunization drive, two vaccines - Oxford University-AstraZeneca’s Covishield vac-
cine, and Bharat Biotech’s Covaxin - were offered to the healthcare workers and frontline
workers including the police, armed forces, home guard, etc (The Hindu, 2021a).

In the subsequent phases, people in the age group of 45-60 years became eligible for
the COVID-19 vaccination (Times, 2021). Furthermore, the Prime Minister of India also
launched a four-day Teeka Utsav (Vaccine Festival) on 11 April 2021 to encourage people
to get vaccinated and increase the speed of the vaccination drive. In addition, a sizeable
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uptick in the vaccination rate was registered during the secondwave when vaccines were
made available to all above the age of 18. The increase in vaccination numbers contributed
significantly to flattening the country’s COVID curve.

Figure 1.1: Daily COVID-19 Cases for India (2021-2022)

Source: Asia Competitiveness Institute (ACI) based on Our World in Data database.

After witnessing a sharp decline in the number of cases in June 2021, the new in-
fections remained low until the end of 2021 (Our World in Data, 2020a). However, the
number of daily new cases again witnessed a surge in January 2022, owing to the rapid
spread of the ‘Omicron’ variant. The first case of the ‘Omicron’ variant was detected on
2 December 2021 (Livemint, 2021c).

To avoid a sudden resurgence in the number of new infections, the central and state
governments started taking multiple proactive measures in late December 2021. Many
state governments implemented night curfews and increased the restrictions on larger
gatherings, particularly during Christmas and New Year. Additionally, restrictions on
international air travel were enforced, along with continuous monitoring of international
passengers. The government also expanded its vaccination drive bymaking young adults
in the age group of 15-18 years eligible for the Bharat Biotech’s "Covaxin" vaccine (India
Today, 2022).

Nonetheless, Indiawitnessed apeak in the number of daily cases by the end of January
2022, but since then the daily infections have shown a downward trend (Our World in
Data, 2020b). As of February 2022, around 42.8 million people have been infected. and
more than 512,000 people have lost their lives to COVID-19 since its emergence in India
(WHO, 2022).

On the economic front, India showed signs of solid recovery amidst the uncertainties
caused by the different waves of the COVID-19 outbreak in 2021-22. Economic activity
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had witnessed a massive contraction in the previous year due to the pandemic-induced
lockdown. This can be established by looking at the massive drop in the Index of Indus-
trial Production (IIP) in April-May 2020 (Figure 1.3) (Ministry of Finance, Government
of India, 2022).

Figure 1.2: Daily Vaccination progress for India (in Million)

Source: ACI based on based on Our World in Data database.

Figure 1.3: Overall Index of Industrial Production (IIP) and Indices for Broad Sectors

Source: ACI based on data from Ministry for Statistics and Programme Implementation (MOSPI)
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The overall index registered a negative growth of 8.4 percent in FY2020-21, indicating
a slowdown in the industrial sector. However, in the current fiscal year, overall IIP grew at
the significant rate of 15.4 percent, despite registering a marginal drop during the second
wave. As shown in Figure 1.3, this drop was not as steep as the previous year. In 2021,
the index reflected a broad-based recovery across all sectors.

Manufacturing led this recovery in the industrial sector. Industries such as textiles,
wearing apparel, motor vehicles, and electrical equipment within the manufacturing sec-
tor exhibited a strong rebound. Additionally, a significant recovery in labour-intensive
industries such as textiles and wearing apparel indicates an improvement in the employ-
ment levels within the manufacturing sector.

The improvement in the industrial sector was primarily attributable to the robust
policy reforms initiated by the government. The Indian policymakers emphasised on
supply-side policy measures rather than relying entirely on demand management. The
two broad themes of these reforms were increasing economic flexibility and resilience.
Measures such as industrial deregulation, process reforms, privatisation and production-
linked incentives were implemented to increase flexibility and encourage innovation. On
the other hand, the government focused on building resilience by expanding the coun-
try’s social infrastructure and providing support under the AtmaNirbhar Bharat scheme.

After this overview of the three waves of the COVID-19 outbreak in India and its
economic recovery in 2020, the chapter provides a comprehensive view of India’s recent
economic development in the macroeconomic domain in Section 1.2. It concludes with
a road map for the remainder of the book as well as a synopsis of the discussion of its
contents in Section 1.3.

1.2 A Macroeconomic Overview of India’s Economy
The ‘Delta’ variant-led second wave of the pandemic hampered the economy’s nascent
growth and created doubts over India’s economic recovery in FY2021-22. However, a
gradual reopening of the global economy along with a significant increase in the vac-
cination rate and a reduction in mobility restrictions in the country led to a faster than
expected rebound in the domestic economy in the second half of FY2021-22.

Based on this growth momentum, both the IMF and the World Bank have projected a
economic growth of around 9 percent and 7.1 percent for India in FY2021-22 and FY2022-
23 respectively (Livemint, 2022). Additionally, India’s economic growth is expected to be
higher than its regional peers, provided the thirdwave of infections is efficientlymanaged
and supply chain snarls discontinue.

To determine India’s economic recovery during 2021, we evaluate various macroe-
conomic indicators for fiscal year 2021-21. We initiate our review by comparing India’s
growth trajectory with its peers.

India maintained a higher GDP growth rate than its counterparts from 2015 to 2017,
owing to favourable macroeconomic dynamics on the international and domestic fronts
(see Figure 1.4). Furthermore, the decrease in crude oil prices from 2015 to 2018 al-
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lowed the government to efficientlymanage the retail inflation rate as well as collect addi-
tional tax revenue on fuel (The Indian Express, 2021a). However, the country’s economic
growth rate fell to 4.2 percent in 2019 due to a decline in credit growth, weak domestic
demand, and a contraction in both investments and exports (Zhang and Gupta, 2020).
In 2020, the global economy witnessed an imperative decline of 3.1 percent in its growth
due to COVID-19-induced, low economic activity levels (International Monetary Fund,
2022a).

But the global economy, including emerging markets and developing economies,
bounced back quickly in 2021, primarily due to a reduction in mobility restrictions, re-
opening of international borders and increased vaccination coverage. Indiawas one of the
fastest-growing economies in developing Asia in 2021, after witnessing a 7.3 percent con-
traction in its real GDP in 2020. Its real GDP increased by 9 percent in 2021 and surpassed
China’s growth rate of 8.1 percent during the same period (InternationalMonetary Fund,
2022b).

A closer look at India’s quarterly GDP growth (Figure 1.5) shows the impact of the
first and second waves of the COVID-19 on the quarterly real GDP growth of the coun-
try. However, unlike the previous year (2020), India’s economic growth in the first and
second quarter of FY2021-22 showcased a positive trend as the economic growth witness
a massive contraction during the corresponding period in 2020-21.

The growth rebound in the first half of FY2021-22, vis-à-vis FY2020-21, was under-
pinned by a strong increase in private consumption and investment, despite the delays
in the production and sale of automobiles and electronic goods due to the semiconduc-
tor shortage globally. (Asian Development Bank, 2021a). However, the dip in economic
growth during the second quarter of FY2021-22 was largely attributable to the outbreak
of the ‘Delta’ variant that in turn led to a decline in economic activity levels.

Another criticalmacroeconomic dimension is inflation. Currently, India follows aflex-
ible policy that aims to keep the annual inflation rate between 2 and 6 percent. Since 2014,
the inflation rate has remained low until the last quarter of 2019 (Figure 1.6). RBI contin-
ued to maintain an accommodative stance during the pandemic to support the nascent
economic recovery as it faced the growth-inflation dilemma.

The inflationary pressure in India during 2020 was aggravated by the global and re-
gional supply chain disruptions that inflated the domestic retail food prices substantially
(Quartz, 2022). Even during 2021, the inflationary surge continued as both retail and
wholesale inflation rose owing to input cost increases aswell as rising global energyprices
(The Indian Express, 2021b). Additionally, food inflation increased to 4.48 percent in Oc-
tober 2021, and wholesale prices rose to a nearly 30-year high of 14.23 percent (The Eco-
nomics Times, 2022b). RBI and the central government are expected to take measures to
ease the inflationary pressure before it seeps into core inflation, which is sticky in nature.
Additionally, it is likely that an increase in semiconductor prices due to chip shortages
may drive up the cost of automobiles and electronic goods (Asian Development Bank,
2021a).
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Figure 1.4: India’s Real GDP Growth in Perspective (Percent)

Note: ASEAN-5 refers to Indonesia, Malaysia, Philippines, Thailand and Vietnam.
Source: ACI based on data from IMF, World Economic Outlook (WEO).

Figure 1.5: Quarterly Real GDP Growth (Change over Same Quarter Previous Year) (Percent)

Source: ACI based on data from Ministry for Statistics and Programme Implementation (MOSPI)
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To understand India’s economic recovery post COVID-19 in 2020, we zoom in on the
supply-side and demand-side breakdowns of the GDP. As shown in Figure 1.7, the ex-
pansion of GVAduring FY2020-21was supported by resilient growth in agriculture along
with a recovery in manufacturing and non-contact intensive services from the second to
the fourth quarters of FY2020-21 (Reserve Bank of India, 2021). The agriculture sector
showcased consistent growth as the real GVA in agriculture continued rise above its pre-
pandemic level. Additionally, the industry sector, driven mainly by the manufacturing
and construction sectors, surpassed its pre-pandemic levels and emerged as a key driver
of growth (Asian Development Bank, 2021b). However, the sale of motor vehicles fell by
double digits in October 2021 due to supply chain disruptions caused by semiconductor
shortages. Lastly, the GVA in the services sector expanded due to a rapid escalation in
trade, hotel, and communication services as contact-based services resumed andmobility
restrictions eased in 2021.

Figure 1.6: Annual Real GDP Growth and Inflation (Percent)

Source: ACI based on data from IMF, WEO.

An examination of the demand side indicates (see figure 1.8) a strong recovery in in-
vestment as it surpassed its pre-pandemic level in the first quarter of FY2021-22. Invest-
ment has emerged as a robust macroeconomic growth driver mainly due to increased
public sector expenditure on infrastructure and the provision of funds by the financial
sector through multiple channels (Ministry of Finance, Government of India, 2021a).

Additionally, private consumption has witnessed a significant recovery as its share in
GDP growth reached 19.3 percent in the first quarter of FY2021-221 from 2.7 percent in
the last quarter of FY2020-21 (ibid.). The recovery has led this jump in private consump-
tion in the services sector. Lastly, the contraction in the aggregate demand during the
second wave of COVID-19, i.e. during the first quarter of FY2021-22, was substantially
less severe compared to the first quarter of FY2020-21 because households and businesses
were better at adapting to the COVID-19 protocols, and there was a steep decline in the
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number of new infections after May 2021 (Reserve Bank of India, 2021).

Figure 1.7: Supply-Side Contributions to GVA Growth (Percent)

Note: 2018-19 figures are first revised estimates and 2019-20 and 2020-21 are provisional estimates.
Source: ACI based on data from Reserve Bank of India (RBI).

Figure 1.8: Demand-Side Contribution to GDP Growth (Percent)

Note: 2018-19 figures are first revised estimates and 2019-20 and 2020-21 are provisional estimates.
Source: ACI based on data from RBI.

We now discuss the fiscal landscape of India, including its fiscal balance and the per-
formance of critical fiscal indicators. The fiscal indicators help us to get a better under-
standing of the government’s financial performance. The central government success-
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fully maintained the fiscal deficit below 4 percent until FY2019-20 (see figure 1.9). How-
ever, the fiscal deficit in FY2020-21 was estimated to be around 9.3 percent owing to an
increase in the government expenditure on fiscal stimulus packages, reductions in tax
and non-tax receipts, and a fall in disinvestment receipts (The Hindu, 2021b).

In 2021, the central government announced another relief and stimulus packageworth
| 6.28 lakh crore (US$ 84.9 billion) to support the economic recovery following the ’Delta’
variant outbreak (India Briefing, 2021a). This stimulus package was the fourth edition
of the relief measures introduced by the government to boost the economy by enhancing
healthcare facilities, extending inexpensive credit loans to small firms in the agriculture,
exports and tourism sectors, and temporarily waiving tourist visa fees. The package also
included an additional subsidy for DAP (Diammonium Phosphate) and PK (Phosphatic
and Potassic) fertilisers, aswell as an extension of the PradhanMantri Garib KalyanAnna
Yojana (PMGKAY) until November 2021 (IBEF, 2021). The central government also took
measures to reduce the business tax burden by announcing temporary reliefmeasures for
GST taxpayers, extending the tax filing deadlines and introducing new Tax Deducted at
Source/ Tax Collected by seller (TDS/TCS) provisions to ease compliance norms for busi-
nesses. As of September 2021, the central government had provided fiscal support worth
| 8,084 billion (US$ 109 billion), which is roughly 4.1 percent of GDP, since the onset of
the pandemic (International Monetary Fund, 2021b). The fiscal deficit for FY2021-22 is
projected to be 6.8 percent (The Economics Times, 2022a).

Figure 1.9: Fiscal Balance (Percent of GDP)

Source: ACI based on data from RBI.
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A discussion of fiscal deficit sans a review of government revenue and expenditure
is incomplete. Figure 1.10 provides a breakdown of the various components of the fiscal
deficit. Since 2015-16, the revenue expenditure incurred by the central government has
been consistently high.

Figure 1.10: Key Fiscal Indicators (Percent of GDP)

Source: ACI based on data from RBI.

Figure 1.11: National Savings, Investment and Current Account Deficit (Percent of GDP)

Source: ACI based on data from IMF, WEO.

Moreover, the non-tax revenue and the tax revenue have been falling short of the cen-
tral government’s total expenditure. Due to a nationwide lockdown in 2020, economic
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activity came to a standstill, leading to a slump in tax revenue collection (The Hindu,
2020b). The tax and non-tax revenue declined by 29.5 and 50 percent respectively dur-
ing the first four months of 2020-21 as compared to the corresponding period in 2019-20
(Asian Development Bank, 2020).

However, the central government’s finances improved between April and October
2021 because of significant YoY growth in both direct and indirect taxes. This improve-
ment in tax revenue is attributable to higher excise duties and measures to ensure tax
compliance, particularly the Vivaad se Vishwas (no dispute but trust) scheme (Asian
Development Bank, 2021c).

Figure 1.12: Exports and Import of Merchandise Trade and Trade Balance (US$ Billion)

Source: ACI based on data from RBI.

The government also increased the public capital expenditure in infrastructure by 28.3
percent during the first sevenmonths of 2021-22 (Ministry of Finance, Government of In-
dia, 2021b). Lastly, the revenue expenditure incurred by the government during the same
period grew by only 7.5 percent (YoY), implying an apparent shift towards considerably
improved quality of total expenditure.

Figure 1.11 presents India’s national savings, investment and current account deficit
(CAD) as a percentage of GDP. After the 2008 global financial crisis, both national sav-
ings and investments witnessed positive growth, with investments growing faster than
savings. However, since 2012 both indicators have been experiencing a downward trend,
and in 2020 total investment fell to an all-time low. In the following year, total investments
increased marginally, owing to economic recovery, a surge in vaccination coverage and
efficient economic management - indicating a kick-start of the investment cycle. After
remaining in surplus in 2020, the current account balance was in deficit in 2021 due to a
rebound in domestic demand and an increase in the oil import bill (Asian Development
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Bank, 2021c).
Discussion on CAD leads us to discuss India’s trade balance, exports and imports.

As seen in Figure 1.12, the upward trend in exports and imports since 2016-17 ended in
2019-20 due to shocks to the global economy, including the COVID-19 pandemic, which
has disrupted the global supply chain networks (Zhang and Gupta, 2020). The trade
deficit in 2020 fell as imports shrank more than exports in 2020-21 (Asian Development
Bank, 2021c). However, there has been a rebound in the export of merchandise in the first
three quarters of 2021-22. In April-December 2021, the export of merchandise increased
by 26.49 percent over the same period in 2019 - reaching US$ 301.38 billion (Ministry of
Commerce and Industry, Government of India, 2022).

The export commodity groups that witnessed a positive growth in December 2021
over the corresponding month in the preceding year, included engineering goods,
petroleum goods, FMCG goods, gems and jewellery, drugs and pharmaceuticals and
electronic goods. On the other hand, imports of merchandise for the same period were
valued at US$ 443.82 billion, registering a 21.87 percent increase over the corresponding
period in 2019. The import commodities that showed positive growth were petroleum,
crude & products, electronic goods, gold, machinery, electrical & non-electrical, and
FMCG goods.

Figure 1.13: FDI Inflows to India (US$ Billion and Percent of GDP)

Source: ACI based on data from United Nations Conference on Trade and Development
(UNCTAD).

To conclude our discussion on the macroeconomic landscape of the Indian economy,
we look at the impact of COVID-19 on foreign direct investment (FDI) and its recovery
post-2020. FDI inflows for India have been showing an upward trend since 2017, but
there had been no significant increase in the FDI inflows as a percentage of GDP until
2020 (Zhang and Gupta, 2020). However, in 2020-21, FDI inflows as a percentage of GDP
increased by up to 2.3 percent. In the same period, the total FDI inflow was 22 percent
higher than for the first eight months of 2019-2020, which is the pre-pandemic period
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(Invest India, 2021). Additionally, during the first four months of 2021-22, the total FDI
inflowwas 62 percent higher than in the corresponding period of the previous fiscal year.

The total FDI equity inflow increased by 168 percent in the first three months of 2021-
22 compared to the corresponding period in 2020-21 (Press Information Bureau, Gov-
ernment of India, 2021). The majority of FDI equity inflow was reported to be in the
automobile sector (27 percent), followed by computer software & hardware (17 percent)
and the service sector (11 percent). This increase in the FDI inflows is attributable to the
measures taken by the government, including FDI policy reforms, investment facilitation,
and ease of doing business.

1.3 Roadmap of the Book
This book, Shaping the Post-Pandemic Recovery: A Competitiveness Analysis of India is the
ninth edition of ACI’s competitiveness analysis of the sub-national economies of India.
The following two chapters, Chapters 2 and 3, present the competitiveness analysis at the
sub-national and regional levels. The chapters set the ground by providing the rationale
behind this analysis and defining ACI’s competitiveness framework methodology, which
forms the basis of the study.

In Chapter 2, subjectivity from weight assignment is eliminated by relaxing the as-
sumption of equal weights and by assigning Shapley values. Shapley values is an impor-
tant concept used in cooperative game theory. This approach contributes robustness and
objectivity to the research findings, given that thismethod is based on solidmathematical
and theoretical foundations.

Chapter 2 also discusses the results of a novel tool called theWhat-if simulation analy-
sis. TheWhat-if simulation offers constructive insights regarding the strengths andweak-
nesses of each sub-national economy as well as of the region. It identifies the path for
improving these sub-national economies if 20 percent of their weakest indicators were
raised to the national average, ceteris paribus. This simulation also acts as a reminder to
the top sub-national economies to bemindful of the competition as the other sub-national
economies can enhance their performance by implementing relevant policy recommen-
dations.

Chapter 3, not only presents the competitiveness ranking and score analysis, but also
provides a discussion on the top 20 percent of each region’s strongest and weakest indi-
cators.

In Chapter 4, the recovery of the sub-national economies of India during the COVID-
19 pandemic has been analysed. A set of 10 indicators has been used to measure the im-
pact of the first and secondwaves ofCOVID-19 on investment and consumption across the
36 sub-national economies of India. Lastly, the chapter analyses the sub-national scores
and rankings over time and the impact of theCOVID-19 pandemic on preexisting regional
disparities.
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